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MG HEE

YBEETIIAT HK$ Million 2010 2011 2012 2013 2014
kREs Shareholders’ funds 12,968 13,673 15,390 16,701 19,045
{&lBES Subordinated notes 4,644 3,654 3,936 3,722 5,301
ZPEH Deposits from customers 96,127 111,629 116,527 128,220 140,916
BEINEHE Certificates of deposit issued 4,746 3,164 5752 6,133 6,110
Fhes Total deposits 100,873 114,793 122,279 134,353 147,026
BESE Total liabilities

(BIEEEER) (including subordinated notes) 124,898 139,803 150,391 160,296 177,290
XFEH Advances to customers

(TREESER) (excluding trade bills) 71,900 80,867 86,174 97,978 105,230
EERE Total assets 141,054 157,047 169,692 181,330 201,408
R (R Profit attributable to shareholders 1,057 1,070 1,301 1,498 1,727
PERERS Total dividend distribution 304 313 350 397 419
AT HK$
GREAKEF (1) Basic earnings per share (Note 1) 3.69 3.51 423 484 5.29
BRRE Dividends per share 1.06 1.07 1.18 1.22 1.25
e Note:
1. 2010 F 22013 F 2 HREARBFEH AR AR 1. Basic earnings per share for 2010 to 2013 have been restated to take

2014 FE2F TR ZEAZE T IAET - into account the rights issue of the Company completed in the second

quarter of 2014.
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Mr. David Shou-Yeh Wong
Chairman

Mr. Wong, aged 74, was appointed as the Chairman of the Company
in 1987. He is currently the Chairman of Dah Sing Banking Group
Limited (“DSBG”), Dah Sing Bank, Limited (“DSB”), Banco Comercial
de Macau, S.A., Dah Sing Life Assurance Company Limited (“DSLA”),
Dah Sing Insurance Company (1976) Limited, Macau Insurance
Company Limited, Macau Life Insurance Company Limited, New
Asian Shipping Company, Limited and various other companies. He
serves as a member of the Nomination and Remuneration Committee
of both the Company and DSBG. Mr. Wong is the Honorary President
of Guangdong Chamber of Foreign Investors, a Vice President of The
Hong Kong Institute of Bankers and a Vice Chairman of The Chamber
of Hong Kong Listed Companies. 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 DSBG,
Vice Chairman of DSB and DSLA, and an Executive Director of the
Company'’s other key operating banking and insurance subsidiaries.

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

Mr. Sze, aged 74, was appointed as an Independent Non-Executive
Director of the Company in 1997. He is also an Independent Non-
Executive Director of Dah Sing Banking Group Limited (“DSBG”), Dah
Sing Bank, Limited, Dah Sing Bank (China) Limited and Dah Sing Life
Assurance Company Limited. He serves as the Chairman of the Audit
Committee and the Nomination and Remuneration Committee of both
the Company and DSBG, and is 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 DSBG, Mr. Sze also holds/held
directorships in other Hong Kong listed companies during the last
three years, namely, China Travel International Investment Hong Kong
Limited, Hop Hing Group Holdings Limited, Min Xin Holdings Limited,
Nanyang Holdings Limited, Sunwah Kingsway Capital Holdings
Limited, Asia Satellite Telecommunications Holdings Limited (retired
in June 2013) and QPL International Holdings Limited (retired in
September 2013).
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Mr. Lon Dounn (Lonnie Dounn)
Independent Non-Executive Director

Mr. Dounn, aged 62, was appointed as an Independent Non-Executive
Director, a member of the Audit Committee of the Company and the
Chairman of Risk Management and Compliance Committee of Dah
Sing Bank, Limited in April 2012. He also served as an Independent
Non-Executive Director of Dah Sing Banking Group Limited between
December 2010 and March 2012. Mr. Dounn has over 30 years of
extensive experience in the banking industry and had assumed
various senior executive positions in credit and risk management in a
number of banks, including HSBC and Bank of China.

Mr. Seiji Nakamura
Independent Non-Executive Director

Mr. Nakamura, aged 72, was appointed as an Independent
Non-Executive Director and a member of the Nomination and
Remuneration Committee of the Company in June 2012. He served as
an Alternate Director to two Non-Executive Directors of the Company
during 1998 to 2003. Mr. Nakamura was appointed as an External
Director of Kurita Water Industries Ltd. which is listed in Tokyo Stock
Exchange in June 2013. Mr. Nakamura has over 40 years of extensive
experience in the shipping industry, in addition to the 5 years’ financial
sector and regulatory experience as a member of the Policy Board of
the Bank of Japan during April 2007 to April 2012.

Mr. Blair Chilton Pickerell
Independent Non-Executive Director

Mr. Pickerell, aged 58, was appointed as an Independent Non-
Executive Director and a member of the Audit Committee of the
Company in June 2013. He is currently the Chairman, Asia of Nikko
Asset Management Company, which he joined in 2010. Mr. Pickerell
joined Jardine Matheson Holdings Group in 1984 and held various
positions in Jardine Matheson Holdings Group, including as General
Manager of Jardine Fleming Taiwan, President of Taiwan International
Securities Corporation, Development Director of Mandarin Oriental
Hotel Group, General Manager of Jardine Fleming Unit Trusts, and
Managing Director of Jardine Pacific Limited. From 1999 to 2002, Mr.
Pickerell was Managing Director of JF Asset Management Limited. He
also served as Chairman of JF Funds Limited during part of that time.
In 2003, he joined HSBC Investments (Hong Kong) Limited as the
Chief Executive Officer, Asia Pacific. From 2007 to 2010, he served
as Managing Director and CEO, Asia, of Morgan Stanley Investment
Management. Mr. Pickerell was a court member of The University
of Hong Kong during December 2008 to November 2014 and is a
vice patron of The Community Chest of Hong Kong and a director of
Harvard Business School Association of Hong Kong.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Mr. Takashi Morimura
Non-Executive Director

Mr. Morimura, aged 62, was appointed as a Non-Executive Director of
the Company in December 2011. He joined The Bank of Tokyo, Ltd.
(now becomes The Bank of Tokyo-Mitsubishi UFJ, Ltd. (“BTMU”) after
several mergers completed in 2006) in 1975. Mr. Morimura served
and managed various divisions in BTMU before appointed as the
Senior Managing Executive Officer and the Chief Executive Officer for
Europe, Middle East and Africa in 2009. He is currently the Deputy
President and the Chief Executive Officer of Global Business Unit of
BTMU and the Managing Officer and the Group Head of Integrated
Global Business Group of Mitsubishi UFJ Financial Group, Inc. Mr.
Morimura possesses over 35 years of experience in corporate banking
and finance.

Mr. Toshihide Motoshita
Non-Executive Director

Mr. Motoshita, aged 52, was appointed as a Non-Executive Director
of the Company in August 2014. He is currently the Executive Officer,
Regional Head for Hong Kong and General Manager of The Bank
of Tokyo-Mitsubishi UFJ, Ltd. (“BTMU”) Hong Kong Branch. Mr.
Motoshita graduated with a Bachelor Degree in Economics from Keio
University in 1986 and joined The Bank of Tokyo, Ltd. (now becomes
BTMU after several mergers completed in 2006) immediately after
graduation. Mr. Motoshita had served and managed various positions
in BTMU and possesses over 25 years of experience mainly in
corporate banking.

Mr. John Wai-Wai Chow
Non-Executive Director

Mr. Chow, aged 65, was appointed as a Director in 1994 and is
currently a Non-Executive Director of the Company. He served as a
member of Audit Committee of the Company from May 2011 to June
2013. Mr. Chow is currently the Managing Director of Winsor Industrial
Corporation Limited, Executive Director of Wing Tai Properties
Limited and Non-Executive Director of ARA Trust Management
(Suntec) Limited (manager of the Singapore-listed Suntec Real
Estate Investment Trust). He was the former Managing Director of
Winsor Properties Holdings Limited (now renamed as Vanke Property
(Overseas) Limited). Mr. Chow has over 30 years of experience in
textile, garment and property business.
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Mr. Hon-Hing Wong (Derek Wong)
Managing Director and Chief Executive

Mr. Wong, aged 62, was appointed as a Director in 1993 and
promoted as the Managing Director of the Company in January
2002. He joined Dah Sing Bank, Limited (“DSB”), a key operating
subsidiary of the Company’s banking group, in 1977 and has served
and managed various departments before appointed as a Director
in 1989 and Managing Director in 2000. Mr. Wong was promoted
as Vice Chairman of DSB and Dah Sing Banking Group Limited
(“DSBG”) in April 2011. He ceased to be a member of the Nomination
and Remuneration Committee of both the Company and DSBG 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 Chongqging Co., Ltd.
in which the Group has a 17% equity interest in its H shares listed
in Hong Kong. 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.

Mr. Gary Pak-Ling Wang
Executive Director

Mr. Wang, aged 54, was appointed as an Executive Director of the
Company in 2001. 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 since
then. Mr. Wang was promoted as the Managing Director and Chief
Executive of DSB in May 2011. He is also a Director of Dah Sing
Banking Group Limited, Banco Comercial de Macau, S.A., Dah Sing
Bank (China) Limited and Dah Sing Life Assurance Company Limited.
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.
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Mr. Nicholas John Mayhew
Executive Director

Mr. Mayhew, aged 47, joined the Company in 1998 and is currently
an Executive Director of the Company, Dah Sing Life Assurance
Company Limited, Macau Insurance Company Limited, Macau
Life Insurance Company Limited, Dah Sing Bank, Limited (“DSB”)
and Dah Sing Bank (China) Limited. 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. Eiichi Yoshikawa
Alternate Director to Mr. Takashi Morimura

Mr. Yoshikawa, aged 58, was appointed as an Alternate Director to
Mr. Takashi Morimura, a Non-Executive Director of the Company, in
August 2014. He is currently the Managing Executive Officer, Deputy
Chief Executive of the Global Business Unit, Chief Executive Officer
for East Asia of The Bank of Tokyo-Mitsubishi UFJ. Ltd. (“BTMU”),
a wholly-owned commercial banking subsidiary of Mitsubishi UFJ
Financial Group, Inc. (“MUFG”). He has been appointed as the
Managing Officer of MUFG in 2014. Mr. Yoshikawa graduated with a
Bachelor Degree of Law from The University of Tokyo in 1981 and then
joined The Bank of Tokyo, Ltd. (now becomes BTMU after several
mergers completed in 2006). From 2007 to 2010, Mr. Yoshikawa
was General Manager of BTMU Hong Kong Branch and also served
as a Non-Executive Director of the Company during that time. From
2010 to 2014, Mr. Yoshikawa served as President of Bank of Tokyo-
Mitsubishi UFJ (China), Ltd. Mr. Yoshikawa has over 30 years of
extensive experience in corporate banking, treasury and corporate
planning as well.
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Mr. Harold Tsu-Hing Wong
Group General Manager
Managing Director and Chief Executive of Dah Sing Banking Group Limited

Mr. Wong, aged 45, 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 currently the Managing Director and Chief Executive of Dah Sing
Banking Group Limited (“DSBG”). 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 DSBG.

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

Ms. Chow, aged 49, was appointed as a Director and the Chief
Executive of Dah Sing Life Assurance Company Limited in 2010,
responsible for overseeing the operation of long-term insurance
business. She is also a Director of Macau Life Insurance Company
Limited. Ms. Chow is a fellow member of Life Office Management
Association (FLMI) USA and has over 20 years of experience in
insurance industry in Hong Kong, Mainland China and Taiwan.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Our core businesses had a steady year in 2014. Performance in
Hong Kong and Macau was good, whilst Mainland China was mixed.
Against a backdrop of slowing growth in China, we are pleased to
report that overall our banking business reported record profits again
in 2014, with an increase of 16% in profit attributable to shareholders
over 2013. Our insurance business was a little slower, with net profit
up by 14% compared with 2013. Our overall profit attributable to
shareholders of the Company was up by 15% to HK$1,727 million.

After the rights issue completed in the second quarter of 2014, our
capital position continued to strengthen, with our Banking Group’s
overall Capital Adequacy Ratio of 16.3%, and Common Equity Tier 1
capital ratio of 11.4% as at 31 December 2014.

We reported another year of record profits in our banking business, with
net profit attributable to shareholders increasing by 16% to HK$2,034
million. The key drivers were strong performance from our core
Commercial, Retail and Treasury businesses in Hong Kong, a record
profit from our Macau subsidiary bank, Banco Comercial de Macau,
and a steady contribution from our investment in Bank of Chongqing,
which offset a weaker performance from our China subsidiary bank.
It is encouraging that as we continue to pursue our “back to basics”
strategy in banking, our profitability, as well as our profit, continued to
improve, with a return on equity from our Banking Group of 11%.
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AFMeMEBERAREFENE (RELEHR) - BEEAE - TRELE  BERLLE BEELLE  LBWELE - PRIBREE -
FFEEE  BNR—TGECFNELREZBEES)  BLALE ATEBFEE  EMEEERTTIEL -
The Board of Directors of Dah Sing Financial Holdings Limited (from Left to Right): Mr. Nicholas Mayhew, Mr. Gary Wang,
Mr. Derek Wong, Mr. John Chow, Mr. Robert Sze, Mr. Seiji Nakamura, Mr. David Wong, Mr. Eiichi Yoshikawa (alternate Director
to Mr. Takashi Morimura), Mr. Lon Dounn, Mr. Toshihide Motoshita, Mr. Blair Pickerell and Dr. Yuan Shu.
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Our insurance business also reported an improved performance
compared with 2013. Both our net profit and our overall premium
and other insurance income grew, by 14% and 35% respectively.
However, new business volumes in the year were down relative
to the prior year, due mainly to the migration towards selling life
products with higher margin, resulting in a lower sales volume in the
year. We continued to roll out new products to suit our customers’
needs, particularly for longer term protection, savings and investment
products.

After the rights issue concluded in 2014, the equity capital levels of
our Banking Group have increased significantly. As at 31 December
2014, our Common Equity Tier 1 (“CET1”) capital ratio was 11.4%
and our overall Capital Adequacy Ratio was 16.3%. We were also
well prepared for the new liquidity rules that came into effect on 1
January 2015, and continue to maintain our liquidity ratio at much
above the regulatory minimum level. Whilst the process of regulatory
change under Basel Ill has yet to be completed, it is notable that in
dollar terms, our CET1 is now more than double the equivalent Core
Capital that we maintained in 2007, before the main impact of the
financial crisis. This demonstrates how much our capital base has

been strengthened over the past few years.

A group photo of the Directors and Company Secretary of Dah Sing Financial Group before a Board Meeting.
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On 20 June 2014, Mr. Muneo Kurauchi ceased to act as an Alternate
Director to Mr. Takashi Morimura.

On 27 August 2014, Mr. Hidekazu Horikoshi, due to his new
assignment within The Bank of Tokyo-Mitsubishi UFJ, Ltd (“BTMU”)
group, resigned as a Non-Executive Director. On the same date, Mr.
Toshihide Motoshita was appointed as a Non-Executive Director of
the Company and Mr. Eiichi Yoshikawa was appointed as an Alternate
Director to Mr. Takashi Morimura. Mr. Motoshita is the Executive
Officer, Regional Head for Hong Kong and General Manager of BTMU
Hong Kong Branch. Mr. Yoshikawa is the Managing Executive Officer,
Deputy Chief Executive of the Global Business Unit, Chief Executive
Officer for East Asia of BTMU. BTMU is a wholly-owned commercial
banking subsidiary of Mitsubishi UFJ Financial Group, Inc.

On 15 September 2014, Dr. Yuan Shu resigned as an Independent
Non-Executive Director. Following his resignation, Dr. Shu also
ceased to act as a member of the Nomination and Remuneration
Committee (“NRC”) of the Company. On the same date, Mr. Hon-
Hing Wong (Derek Wong) resigned as a member of the NRC of
the Company but remains as an Executive Director as well as the
Managing Director and Chief Executive of the Company.

The Board extends a warm welcome to Mr. Motoshita and Mr.
Yoshikawa in joining the Board, and expresses its appreciation to
Dr. Shu, Mr. Horikoshi and Mr. Kurauchi for their valuable effort
and contributions to the Board during their tenure of service with
the Company, and also to Mr. Wong for his effort and time spent in
attending to the affairs of the NRC of the Company in the past.

K Hr R 47 &« K A 7%
DauSINGBANK €a® Dan SINGLIFE

AMEBEELABRERRHEBARNEHREF -

Dah Sing Management at the Hong Kong headquarters building celebrating the Chinese New Year of

the Horse.
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We continue to live in uncertain times. Whilst there are some
encouraging signs in 2015, notably the continuing recovery of the
US economy, other developments mean that we should be cautious.
Risks that may affect us during the year include the slowdown in the
Mainland China economy, and the credit risk that this may bring, as
well as the continuing volatility in financial markets, and the possible
change in the policy direction of the Federal Reserve, as it considers
whether to start to raise interest rates after an extended period of
Federal Funds rates close to zero. All of these potential developments
urge caution.

However, we should not forget that our core market is Hong Kong,
and of our banking subsidiaries, our Macau bank is still bigger than
our Mainland China bank. Conditions in both Hong Kong and Macau
remain steady, and credit quality is extremely good, so we are not
overly pessimistic about 2015. Our investment in Bank of Chongqging
continues to perform well.

20144 12 A 31 HEAIRE 2 WM KRIE -

5% 0 0440) RAFTIRITERB B R R A (RER -
2356) 2 WiTRA °

Closing prices of Dah Sing Financial Holdings
Limited (Stock code: 0440) and Dah Sing
Banking Group Limited (Stock code: 2356) on 31
December 2014.

Closing price of Hang Seng Index on 31 December
2014.
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In the longer term, we continue to see our base in Hong Kong,
Mainland China and Macau as one that we can build on, for the benefit
of our shareholders, customers and staff alike.

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, 25 March 2015
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The past year saw satisfactory earnings results among our banking
and insurance businesses. Dah Sing Banking Group Limited (“DSBG”)
once again reported record earnings and continued to improve the
performance in its core banking businesses, producing a higher return
on capital. Our insurance operations had a strong performance from
the insurance investment portfolio. The combination of these factors,
which are further elaborated below, produced the highest ever core
profit attributable to shareholders of HK$1,727 million and a return of
9.7% on average shareholders’ funds for Dah Sing Financial Holdings
Limited (“DSFH”) in 2014.

While our Insurance Business reported steady growth in overall
premium income, new business volumes were lower than the prior
year, due mainly to the migration towards selling products with higher
value but lower sales volume by our bancassurance business. Due to
the decline in long term interest rates during the year, we experienced
a substantial fair value gain in the bond portfolio of our insurance
investment portfolios. The strong investment performance was further
driven by a good year from our equity investment portfolio. This was
offset in part by much higher transfers to actuarial reserves, due to the
lower interest rates at the end of the year, resulting in overall growth
in net profit from the business of 14% to HK$252 million in the year.

Management will strive to make improvements on the core profit
drivers of our life and general insurance operations in Hong Kong and
Macau, with an objective to enhance returns on capital over time.

The financial results of DSBG for 2014 were satisfactory, with a
profit attributable to shareholders increasing by 15.8% to HK$2,034
million, a record for DSBG, producing a return of 11% on average
shareholders’ funds. Overall, the performance of our wholly-owned
businesses was encouraging. Excluding the contribution from Bank of
Chonggqing (“BOCQ”), profit attributable to shareholders increased by
21.5% to HK$1,431 million, reflecting the continued improvement in
the core earnings of the banking businesses that we own and operate.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Mr. Eddie Lau, Executive Director and Head of Commercial Banking Division (Standing:
1st from right) received the award of “Best SME Partner Award” by Hong Kong General
Chamber of Small and Medium Business.
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An important management objective is to achieve a satisfactory
return on capital in the long term, whilst maintaining strong capital
and liquidity ratios as we grow our core banking businesses. While
we have improved the return on capital to 11% in 2014 from 7.7% in
2011, in spite of an enlarged capital base further to the completion
of the rights issue in 2014, we would caution that generating an
attractive return on capital will be more difficult in the next few years.
The phasing in of capital requirements pursuant to Basel Ill should
see to that, unless banks in general are able to capture better margins
from the products and services provided.

While prospects for 2015 indicate a lower growth in business
volumes given the slowdown in the Mainland economy, there remain
opportunities in those areas of our core banking businesses that have
performed well for the Group since 2011. We will continue to make

investments in our key businesses for the longer term.

As explained in my letter last year, 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 important
for 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 intense competition in the 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 6.9% from HK$2,797 million to
HK$2,990 million due primarily to a growth in volumes.

° Net fee and commission income increased by 18.5%
from HK$702 million to HK$832 million driven largely by
improvements in wealth management, bancassurance,
securities brokerage and treasury related businesses, as well as
general banking fees.

° Net interest margin narrowed slightly from 1.79% to 1.76%
during the year but broadly held up in spite of higher deposit
costs and risk aversion in loan underwriting in view of the
challenging credit conditions in the Mainland.

Managing expenses and keeping costs under control are vitally
important 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 in our key business
areas, investing in the right technologies and products, and focusing
on our customers as well as our people. In spite of the considerable
pressure of cost increases and the need to invest for growth in our
core businesses, our operating expenses were contained to an
increase of 7.7%. This was moreover outpaced by the increase of
9.1% in operating income from HK$3,817 million to HK$4,165 million
(indicating the effects of “positive jaws”), which helped to reduce
slightly our cost-to-income ratio to 51.1% in 2014. However, while the
quantum in cost increase was satisfactory in 2014, we need to work
smarter and harder to ensure that our spending is deployed effectively
in line with our strategy. 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.
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A clear blemish during the year was an increase in loan impairment
losses and other credit provisions from HK$310 million to HK$473
million, due primarily to an increase in Mainland related delinquent
loans. While credit conditions in the Mainland deteriorated along with
the slowdown in the economy, it is nonetheless disappointing that
we suffered from delinquencies, and we must learn the lessons and
improve on underwriting in Mainland related lending going forward.
However, credit conditions in our core Hong Kong and Macau markets
remained benign, and overall the impaired loan ratio stood at a healthy
level of 0.35%. 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.

BOCAQ continued to perform well with a contribution of HK$602 million
for the year, an increase of 4% over the prior year, a lesser percentage
increase than the 21% increase in the underlying earnings growth
of BOCQ, due to the dilution of our interest from 20% to 16.95% in
BOCQ subsequent to its IPO in late 2013. 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.
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The growth in earnings, coupled with the relatively modest loan
growth during the year, contributed to an improvement in our capital
ratios, further to the completion of the Group’s rights issue during the
second quarter of 2014. As at 31 December 2014, our total capital
adequacy ratio (“CAR”) was 16.3% and our CET1" was 11.4%. We will
need to further sharpen our discipline to generate an adequate return
from the capital deployed on our loans and assets, as we strive to
improve our profitability and further strengthen our capital base over
time.

We maintained an unvaryingly strong liquidity position, with a liquidity
ratio of 45.3% in the year and a loan to deposit ratio of 70.8% at the
end of 2014. Most of our funding is from customer deposits, which
quality we have worked hard to improve over the past few years,
with the goal of increasing the share of lower cost deposits through a
deeper, more transactional relationship with our customers.

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 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.

REERERBETBFHE
Celebration of the 10th anniversary of our Graduate Trainee Programme.

U BB RAAE R

' Common Equity Tier 1 capital
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| want to thank all of our stakeholders — our customers, communities,
colleagues and shareholders - for helping make 2014 a good year
for both DSFH and DSBG. 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 2014.

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
Group General Manager

Hong Kong, 25 March 2015
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The highlights of the Group’s consolidated financial performance for
the year are summarised in the table below:

2014 F 20134 =k
2014 2013 Variance
ER- i HK$ Million
MR EEER 2 & &R T Operating profit before impairment losses 2,233.2 1,976.0 13.0%
HMBRBEEER 2 & E R Operating profit after impairment losses 1,760.3 1,666.2 5.6%
R A5 A A Profit before taxation 2,492.3 2,220.2 12.3%
FERF Profit for the year 2,246.5 1,947.8 15.3%
AR B B ER E A Y35 ) Profit attributable to shareholders 1,726.9 1,498.5 15.2%
BEAGT Total assets 201,408 181,330 11.1%
BEAR Total liabilities 177,290 160,296 10.6%
RRES Shareholders’ funds 19,045 16,701 14.0%
FHRIBUWA,EBEUA Net interest income/operating income 71.2% 74.4%
A ST AL & Cost to income ratio 51.7% 52.7%
M A& E R Return on average total assets 0.9% 0.9%
FHRREE S EIH Return on average shareholders’ funds 9.7% 9.3%
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2014 was a satisfactory year for the Group, with 15% growth in core
profit attributable to shareholders to a record level of HK$1,727 million.
The key drivers were strong growth in net fee and commission income
and trading income, and overall operating income growth running ahead
of the increase in expenses for the year. With a steady contribution from
the Bank of Chongging (“BOCQ”) and higher loan impairment charges,
the improved performance resulted in a higher return on equity, reaching
9.7% for the first time since the financial crisis.

Business conditions remained fairly stable in Hong Kong and Macau,
whilst our Mainland China business reported higher credit costs in
part due to the continued slowdown in the Mainland China economy.
Loan growth slowed in the second half of the year, with full year loan
growth at 7.4%, somewhat slower than in the prior year. As a result of
the completion of the Group’s rights issue during the second quarter
of 2014, coupled with the growth in earnings, and relatively modest
loan growth during the year, there was an improvement in our capital
ratios. As at 31 December 2014, our Banking Group’s consolidated
Common Equity Tier 1 (“CET1”) Capital ratio was 11.4% and the
overall Capital Adequacy Ratio was 16.3%.
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Our Banking Business reported growth in earnings of 16%, a
little ahead of our Group level earnings growth, due to a strong
performance from our Hong Kong and Macau businesses. Our share
of the earnings of BOCQ grew by 4%, a slower pace of growth than
we have experienced in the recent past, mainly due to the dilution of
our shareholding since late 2013, when BOCQ completed its IPO in
Hong Kong.

Our Insurance Business reported steady growth in overall premium
income, and higher investment income, due mainly to appreciation of
both bond and equity prices during the year. This was offset in part by
much higher transfers to actuarial reserves, due to the lower interest
rates at the end of the year, resulting in overall growth in net profit
from the business of 14%.

In 2014, we continued to build on the platform that we had established
in 2013, 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 10.6% growth in
total operating income, and 13% growth in overall pre-provision
operating income, despite more modest volume growth, with loans
and advances to customers increasing by 7.4%. Despite higher credit
costs attributable to Mainland China exposures in our subsidiary in
China, operating profit after impairment losses increased by 5.6%.
We reported disposal gains on securities investments during the year,
which contributed to growth in profit attributable to shareholders of
15.2%. The profit contribution from our associate BOCQ increased
modestly by 4.1%.

Net interest income grew by 6% from HK$3,108 million to HK$3,293
million due mainly to growth in volumes offset slightly by a small
decrease in net interest margin. Net fee and commission income
increased by 20% from HK$622 million to HK$746 million and
net trading income increased substantially from HK$83 million to
HK$782 million due to much higher fair value gains in our insurance
investment portfolio. The increase in fee income was driven largely by
improvements in wealth management and bancassurance revenues,
increases in our sales of treasury products to customers, securities
services and general banking related fees.
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Net insurance premium and other insurance income increased by
35% to HK$2,239 million.

We reported an overall increase in operating income net of insurance
claims by 10.6%, slightly ahead of the increase in operating expenses
of 8.5%.

Loan impairment losses and other credit provisions increased from
HK$310 million to HK$473 million. Whilst credit conditions in our core
Hong Kong market declined modestly and Macau remained benign,
we experienced a further increase in credit cost overall due to a small
number of Mainland and Mainland related loans during the year.

Our associated company BOCQ continued to perform well with a
contribution of HK$602 million for the year, an increase of 4% over the
prior year. BOCQ recorded a strong profit growth of 21%. The lower
growth rate on our share of BOCQ net profit was due to the dilution of
our interest from 20% to 16.95% when BOCQ was listed in November
2013.

Our Insurance Business reported a strong increase in net premium
and other insurance income, mainly supported by an increase in
renewal premiums, and also a strong increase in the value of the
inforce long-term insurance policies (vs a net decrease recorded in
2013). New business volumes were however lower than the prior
year, due mainly to the migration towards selling products with higher
value but lower sales volume by our bancassurance business, while
the new business sales of our agency force in the year were similar to
2013. Due to the decline in long term interest rates during the year,
we experienced a substantial fair value gain on the bond portfolio of
our insurance investment portfolios, as well as a good performance
from our insurance equity investment portfolio. This drove very strong
investment performance, with an increase year on year of 350% to
HK$819 million. However, this was offset in part by much higher
transfers to reserves, again as a result of the decline in long term
bond vyields during the year, and the need to hold higher actuarial
reserves against the higher liabilities to policyholders. As a whole, our
Insurance Business recorded a 14% increase in net profit to HK$252
million in the year.

Total assets of the Group reached HK$201.4 billion, an increase of

11% over 2013. Shareholders’ funds as of 31 December 2014 stood
at HK$19 billion, up 14% in 2013.
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In 2014, our banking business reported its highest ever core profit
and generated a strong improvement in earnings relative to 2013. Dah
Sing Banking Group’s ROE continued to improve, up from 10.8% to
11.0%, and the cost to income ratio reduced from 51.8% to 51.1%.

Growth in all core revenue lines was satisfactory during the year.
Net interest income was up by 7%, due to growth in average assets,
offset by contraction in net interest margin. Net fee and commission
income increased by 19% driven largely by improvements in wealth
management and bancassurance revenues, increases in our sales of
treasury products to customers, securities services, credit card and
general banking related fees. Net trading income increased by 9%.

Operating income improved by 9.1% from HK$3,817 million to
HK$4,165 million, ahead of the increase in operating expenses of
7.7%.
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Loan impairment losses and other credit provisions increased from
HK$310 million to HK$473 million, mainly caused by Mainland and
Mainland related loans over the year.

As at 31 December 2014, Dah Sing Bank’s (“DSB”) consolidated
total capital adequacy ratio was 16.3%, and its consolidated CET1
ratio was 11.4%, more than 1% higher than the levels at the end of
2013. The improvement was driven largely by the impact of the rights
issues of DSFH and DSBG, and the subsequent HK$1.2 billion equity
injection to DSB, and completion of a new issue of Basel Il compliant
Tier 2 subordinated debt of US$225 million in early 2014, whilst profit
retention by DSB in the year also contributed to boost our capital
ratios.

2014 was the third full financial year in which we implemented the
medium term strategy adopted by the Board in 2011, with a focus
on profitability and balance sheet management, core products,
customers, service quality, credit risk management, cost control and
overall efficiency, and the development of our Mainland China and
cross-border businesses, in addition to our core Hong Kong hub.
We are encouraged by the results of the strategy implementation in
the past three years, both in terms of our financial performance and
the progress achieved to date to further improve our prospects and
financial strength in the medium term.
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Personal Banking

Our Personal Banking business, serving the consumer finance, vehicle
finance, retail banking, VIP banking and private banking market
segments, achieved an encouraging increase in net profit in 2014.
Despite higher loan impairment provisions, mainly due to higher
volumes of unsecured consumer lending, the operating profit after
impairment losses of our Personal Banking business increased by
16% when compared with 2013, with broad based fee income growth
and improved asset yields.

Wealth Management income grew by 34%, driven by expansion of
our wealth management activities including unit trust sales, securities
brokerage and insurance sales. Focus was placed on the higher
value VIP banking segment, which contributed a significant portion
of the total income during the year. In 2014, we further upgraded our
VIP Banking platform, launching new currency-linked products and
enhanced services such as investment seminars, FX market updates
and a quarterly investment newsletter. We also continued our efforts
to expand and upgrade our retail securities services, with encouraging
results: securities fee income increased by 36% when compared
with 2013. As of the end of 2014, we had a total of 35 retail securities
centres in our branch network. Towards the year end, we were one
of the first-batch of banks to launch the Shanghai-Hong Kong Stock
Connect securities service.

Our efforts in wealth management services were recognized by
various awards, including “Outstanding Brand Award — Wealth
Management Services” by Economic Digest 2014, “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, “Outstanding Financial Management
Planner Award” by Hong Kong Institute of Bankers and “IFPHK
Accredited Professional Financial Planning Award” by Institute of
Financial Planners of H.K.

Loan growth in the Personal Banking segment in the year was up
modestly by 6%, with a similar level of increase in net interest income.
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Personal Banking (Continued)

Building our current/savings accounts balances was another
important focus during the year. We launched our “YOU Banking”
service targeting customers using on-line and mobile channels for
banking transactions, and we also rolled out DSB’s Mobile Banking
App and Facebook page.

We promoted our personal loan products during the year, with efforts
in enhancing efficiency for customers to gain access to credit needs
by launching the first-in-market online personal loan application and
credit checking service. We also extended other banking services
to personal loan customers, via Tax Loan bundling with deposit
offers. TV advertising and other promotion activities were employed
to enhance market awareness of our personal loan offering. The
marketing campaign in the year was effective in generating new
business and gained good market recognition with the awards of
“Excellent Brand of Bank Personal Loan” by Metro Broadcast and
“QOutstanding Personal Loan Banking Service Award” by CAPITAL
magazine.

In the credit card segment, we launched our ONE+ Credit Card,
with the associated ONE+ mobile app. We also launched a digital
m-wallet employing Near Field Communications technology to enable
customers to pay with smart phones.

The asset quality of our retail lending portfolio remained benign, with
the loan delinquency rate and loan loss rate staying at relatively low
levels. The increase in the loan impairment charges was mainly due to
increases in the volume of unsecured personal loans of both DSB and
our consumer finance subsidiary, OK Finance.

We continued our branch network upgrade programme with
the objective to improve our services and offer better customer
experience. At the end of 2014, our branch network included 46 retail
branches in Hong Kong under the name of Dah Sing Bank, with 20
VIP Centres and 35 Securities Centres. An additional five branches
operate under the OK Finance brand.
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Commercial Banking

Commercial Banking recorded double digit growth in both loan assets
and net profit.

Loans plus trade bills rose by 11% which was driven by mainland
cross-border related trade financing, commercial lending and
syndicated loans. Deposits grew by 13%, largely contributed by
growth in low cost current and savings deposits.

Net interest income was up 7%, due both to loan growth and also
the gradual shift towards higher yield products. Non-interest income
recorded moderate growth, against a higher base recorded in
2013, particularly relating to sales of treasury products to corporate
customers.

We worked hard to launch new products to meet our customers’
needs, including new insurance products, and upgraded internet
banking platforms (DS-Direct and iSME).

Our dedication to customers was recognized by the market and
public. During the year, we have won five awards from the industry
with extensive media coverage as listed below:

° Elite Award — Best Commercial Banking from Ming Pao Weekly

° Best Corporate Banking Award from Metro Prosperity

° Capital Merits of Achievement — Internet Banking Services
Award from Capital Magazine

° Best SME Partner Award from the Hong Kong General Chamber
of Small and Medium Business (“HKGCSMB”)

° Asia Excellence Brand Award from Yazhou Zhoukan

Commercial Banking continued to support SMEs in Hong Kong by
promoting the Government guaranteed financing scheme including
the SME Financing Guarantee Scheme offered by the Hong Kong
Mortgage Corporation as well as the Special Guaranteed Scheme
offered by the Trade and Industry Department of HKSAR Government.
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Commercial Banking (Continued)

As a local SME oriented bank, we sponsored a wide range of SME
events and conferences. We were the platinum sponsor for the Hong
Kong Award for Industries, which aimed to recognize the outstanding
achievements of Hong Kong enterprises in their move towards higher-
end technology and high value-added activities; the sole sponsor for
the World SME Summit in two consecutive years, held by HKGCSMB
at the 2014 World SME Expo; and also the annual event organized by
the Hong Kong Trade Development Council. We were very pleased
to be able to add value and to contribute to the SME, development
of trade and manufacturing businesses managed or based in Hong
Kong, and in the Pearl River Delta region.

Treasury

Our Treasury division recorded record profit in 2014, due both to
much stronger net interest income and non-interest income in the
year.

Global markets were mixed in 2014. Whilst broadly bond and equity
markets performed well, there was some volatility during the year.
Foreign exchange markets were also volatile. During the year, the US
Federal Reserve ended its market purchase of assets (or “Quantitative
Easing”), and the market began to look towards a gradual rise in the
benchmark US Federal Funds rate in the medium term. The RMB
moved both up and down during the course of the year, in contrast
with its relatively steady appreciation during the years prior to 2013,
and ended 2014 somewhat weaker against the US dollar compared
with year end 2013. Nevertheless, compared with the extreme
volatility experienced in a number of years in the recent past, overall
market conditions during the year were generally stable. Against this
backdrop, our Treasury took action to reposition the investment and
deployment of surplus funds to achieve improved yields and a better
asset allocation, balancing liquidity, credit and interest rate risks.

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

Close collaboration with our Commercial Banking division in serving
our commercial customers and meeting customers’ needs for treasury
products and services contributed to our Treasury division’s higher
fee and trading income.

As part of our efforts to rebalance our investment portfolio, we
continued to make securities disposals in the year to improve the risk
profile as well as to manage down the duration of the portfolio which
realised a small disposal gain. With the reduction in risk exposure
during the course of the year, we considered it appropriate to write
back HK$60 million of the collective impairment provision previously
made against the higher risk securities investments.

Banco Comercial de Macau

Banco Comercial de Macau (“BCM?”) provides a comprehensive range
of commercial and retail banking products and services to customers
in Macau. As of the end of 2014, BCM operated a total of 14 branches
in Macau.

BCM'’s loans and deposits grew 12.7% and 12.5% respectively
relative to the end of 2013. Loan growth was driven largely by
mortgage loan and syndicated loan increases, while commercial loan
and consumer finances also recorded solid growth.

Due to stronger asset growth and improved loan yields, and tight
control of deposit cost, BCM recorded an increase of 9.3% in net
interest income. Together with stronger fee, commission and net
trading income, BCM’s operating income increased by 11.1% when
compared with 2013.

Operating expenses, despite local inflation and additional business
support and operational control cost pressure, were well controlled.
Asset quality remained very benign, maintaining minimal loan losses,
with no additional loan impairment provision required in the year.
BCM’s 2014 net profit, adjusting for the amortisation of intangible
assets (recognised at the initial acquisition of BCM) and some Group
level adjustments, was 20% higher than 2013.
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Dah Sing Bank (China)

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

Affected by higher credit cost, DSB China recorded a net loss in 2014.
Our loan portfolio slightly contracted in 2014 as more cautious new
business and lending were pursued, in addition to adopting tighter
credit underwriting standards. Against the outlook of a slower rate of
economic growth in China, we will continue to develop DSB China’s
commercial banking and retail banking businesses in a highly cautious
manner in 2015.

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

Bank of Chongging

BOCAQ is the leading city commercial bank in Chongqing, which 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 over 120
branches and sub-branches, including branches and sub-branches in
Chengdu, Guiyang and Xian.

BOCQ’s business performance and financial results in 2014 continued
to be strong, as reflected in its net profit increase at 21% over 2013,
growth in total assets by 33%, loan to deposit ratio at 63.4%, non-
performing loan ratio at 0.69%, cost to income ratio (excluding
business tax and surcharges) at 31.0%, and 19.2% ROE.

Following the completion of BOCQ’s IPO in late 2013, our interest was
diluted from 20% to 16.95%. 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 increased mildly from HK$579 million
in 2013 to HK$602 million, an increase of 4%, incorporating the effect
of the dilution of our shareholding.
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Insurance Business

Our insurance business, consolidating the results of the life and
general insurance businesses in Hong Kong and Macau, reported
higher net profit when compared with 2013, due mainly to the
decrease in medium to long-term interest rates causing a favourable
impact on our bond investment portfolio, which was partially offset
by changes in rate assumptions (interest rates, valuation interest rate,
long term investment returns) for valuing our life business.

The following provides a summary of the profit and loss of our

B insurance group in 2014 and 2013:
2014 5 20134
BEBT HK$ million 2014 2013
FRE—F(REZE (APE) New business - Annualized
premium equivalent (APE) 356 458
FIRE REAA Net insurance premium and
(BEREERASKA) other income including fee
and commission income 2,255 1,675
REBRERZHFE Net insurance claims and expenses (2,551) (1,390)
% & AR Investment and related income
FLEHA Interest income 300 306
FEEWRA(EE) Net trading income/(loss) 434 (250)
SEYE L ATE Net gain on fair value adjustment
AR F W on investment properties 63 82
HERHEERS Net gain on disposal of
2 FEs available-for-sale securities - 25
HAb @I A Other operating income 37 32
NET Sub total 834 195
EIE S R H MR Operating expenses and other costs (265) (236)
RRBE AR R Profit before income tax 273 244
FreH Income tax (21) (22)
A Net profit 252 222
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Insurance Business (Continued)

Our insurance business reported a higher net profit when compared
with 2013, contributed by better investment return from bond
appreciation and better profit margin on new business sales. Net
insurance premium and other income was HK$2,255 million in 2014,
higher than the HK$1,675 million reported in 2013. Net insurance
premium achieved a moderate growth as renewal premium increased
with better policy persistency and business growth, partially offset by
the drop in new business premium from endowment product. Sales, in
term of annualized premium equivalent, were lower than 2013 mainly
due to a shift in focus from low margin endowment products towards
higher margin protection and savings products.

Our liabilities to policyholders under long-term insurance contracts
were determined on an actuarial basis including adjusting the
valuation rates with consideration of the medium to long-term US
Treasury yields and HK Exchange Fund Note yields as the risk-free
rates. In 2014, interest rates for the medium to long-term decreased,
resulting in higher reserving charges for strengthening reserves to
reflect the increase in our actuarial liabilities to policyholders, and
therefore an overall higher transfer to net actuarial reserves.

Investment performance as a whole was good for 2014, mainly due to
the higher bond valuation on lower interest rates and downward shift
of the yield curves.

Operating expenses and other costs increased from HK$236 million to
HK$265 million, mainly due to higher staffing and IT system costs for
supporting the continued expansion of our insurance businesses.

The following provides a summary of the profit and loss of our general
insurance business in 2014 and 2013:

2014 % 20134
BEEBBT HK$ million 2014 2013
BERBWA Gross Premium Written 598 631
ARRR,(FE) Underwriting profit/(loss) 6 3)
e Net Profit 73 63
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Insurance Business (Continued)

Our general insurance business recorded lower gross premium
income, but achieved higher net profit in 2014 brought mainly by
better investment return and lower reinsurance ceded in the Macau
construction business in 2014.

Dah Sing Insurance Company (1976) Limited, our general insurance
subsidiary in Hong Kong, received “The Outstanding Brand Award”
under the Household Insurance category from the Hong Kong
Economic Digest for the third consecutive year.

In 2014, we enabled our general insurance website to allow insurance
sales via mobile devices, and commenced the implementation of a
new core insurance system project, which is targeted to be completed
by early 2016.

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

2014 F 20134
BEER HK$ million 2014 2013
BRES Shareholders’ funds 2,059 2,094
RHISHEB 2 BRREEE Value of in-force long-term
life assurance business 2,018 1,706
EEFE Net worth 4,077 3,800
RFAERBZEFEED Solvency ratio for Dah Sing
Life Assurance 320% 392%
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As at 31 December 2014, the total value of our Hong Kong and Macau
in-force life assurance businesses as calculated in conjunction with
the independent actuary was HK$2,018 million (relative to HK$1,706
million at the end of 2013). With profit retention and increase in
the investment revaluation reserve of our insurance subsidiaries’
available-for-sale investments, the shareholders’ funds employed
in our life and general insurance businesses increased, giving an
overall value for the insurance business in the accounts of the Group
of HK$4,077 million, up 7% compared with the balance at 2013 year
end.
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Insurance Business (Continued)

Dah Sing Life Assurance Company Limited (“DSLA”), the Group’s
key life insurance subsidiary in Hong Kong, continued to maintain a
healthy overall solvency ratio, which stood at 320% at 2014 year end,
well above the minimum required regulatory level.

DSLA continued to promote the brand’s core value — the “Can
Do” Hong Kong Spirit through a new TV advertising campaign and
effective corporate social responsibility promotions. During the
year, we were awarded the “e-brand Awards — The Best of Online
Bancassurance 2014” and “The Outstanding Brand Award 2014” from
e-zone magazine and the Hong Kong Economic Digest respectively.

During the year, we enhanced our risk governance and control
framework, including the revision of the new product approval
processes as well as further development of stress testing
framework. Preparation was also made to ensure the transition to
the new regulatory liquidity standard, and the compliance with the
new Liquidity Maintenance Ratio by January 2015. On credit risk
management, we strengthened our procedures in data collection for
financial and regulatory reporting. Continuous efforts were also made
to streamline our credit approval and documentation handling to
enhance efficiency.
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2014 % 20134

RITEHE Banking Group 2014 2013
MR T 2 BANER Capital base of banking

(ABEEBTE) subsidiaries (HK$ million)

—HR12A31H - at 31 December

— L RARE R — Common Equity Tier 1 14,443 12,069

——#& —Tier 1 14,443 12,069

—— - Tier 2 6,226 4,714
R & 2 B ARETE 2% Total capital base after deductions 20,670 16,783
BAAFT R R Capital adequacy ratio*

— ERARE R - Common Equity Tier 1 11.4% 10.4%

——#& — Tier 1 11.4% 10.4%

— R - Total 16.3% 14.5%
MEEELE (FEF) Liquidity ratio (average for the year) 45.3% 46.2%
* 2014412 A31H %2013F 12 A31HZEAT B * The capital adequacy ratio as at 31 December 2014 and 31 December
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2013 represents the consolidated position of DSB (covering BCM and
DSB China) computed on Basel Ill basis with reference to the Banking
(Capital) Rules. This consolidated capital adequacy ratio takes into
account market risk and operational risk.

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.

Total capital adequacy ratio and CET1 ratio were more than 1% higher
when compared with the ratios at the end of 2013. The improvement
was driven largely by the impact of the rights issues and equity
injection to DSB concluded before mid 2014, and completion of a
new issue of Basel lll compliant Tier 2 subordinated debt at US$225
million in early 2014, whilst profit retention by DSB in the year also
contributed to boost our capital ratios.

Our Banking Group continued to maintain throughout the year a
very high liquidity ratio backed by a strong pool of liquid assets
including cash and placements with banks, and diversified marketable
securities held for investment and liquidity purposes.
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We have implemented a series of corporate value building training
programs to deepen staff members’ understanding of our mission,
vision, guiding principles and values since the adoption of a new
medium term strategy for the banking business in 2011. For staff
members who have consistently demonstrated and exemplified the
Group’s guiding principles and values at work, ten “Unsung Hero”
awards were made in 2014, and their stories were published in the
Group’s newsletter.

Growing with employees through mutual commitment is a part
of the Group’s corporate mission. We continued to invest in staff
development in 2014. A new 3-day tailor-made Dah Sing Manager
Program was launched during the year for middle managers to
enhance their core competencies and alignment with the Group’s
vision, mission, guiding principles and values. The Graduate Trainee
Programme, reaching its 10th anniversary in 2014, is an important part
of the Group’s commitment in recruiting and nurturing young talents.

In 2014, we furthered our effort in fostering a caring culture throughout
the organization. New family friendly policies and benefits, including
enhancing our medical scheme, were implemented, as well as
initiatives to promote staff wellness.

DSBG was presented with “The Best Practice Award 2014 in
Mentoring Programme Development” by The Best Practice
Management Group. The award is a recognition of the Group’s best
practices in providing systematic and structured career development
for the newly joined Relationship Managers and Financial Services
Trainees which could also enhance the leadership capability of the
frontline managers as mentors.

The Group was given the “Family-Friendly Employers 2013/14 Award”
by the Family Council in recognition of our efforts on family friendly
policies and practices for our staff members. We are as also honoured
to receive the “10+ years Caring Company” award from the Hong
Kong Council of Social Service in recognition of our commitment to
corporate social responsibility.

To cope with business growth covering the Hong Kong, Macau and
China markets, and the increasing demand for human resources
to strengthen our capabilities in both business units and support
functions, the Group’s headcount further increased in 2014, with the
total number of employees of our Group increasing from 2,585 at the
end of 2013 to 2,687 at the end of 2014.
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Good corporate governance promotes and safeguards the interests
of shareholders and other stakeholders, thereby enhancing the
credibility and reputation of the Company. The Board of Directors
(“Board”) and the Management of the Company 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. Throughout
the year ended 31 December 2014, the Company has applied the
principles and complied with all code provisions with the exception
of code provisions A.4.1 and A.4.2 as explained in the following
relevant paragraphs, and, where applicable, certain recommended
best practices of the Corporate Governance Code (the “CG Code”)
under Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (“Listing Rules”). This
Corporate Governance Report has been prepared in accordance with
the requirements set out in Appendix 14 of the Listing Rules, and
explains how the Company applies the principles of the CG Code.

The Company has adopted its own code of conduct for directors’
securities dealing (“Directors’ Dealing Code”) on terms no less exacting
than the prevailing required standard set out in the Model Code for
Securities Transactions by Directors of Listed Issuers (“Model Code”)
under Appendix 10 of the Listing Rules. Following specific enquiry, the
Directors of the Company confirmed that they had complied with the
required standard set out in the Model Code and the Directors’ Dealing
Code during the year ended 31 December 2014.

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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Board Composition

The Board comprises 11 Directors and 1 Alternate Director, namely
Messrs. David Shou-Yeh Wong (Chairman), Hon-Hing Wong (Derek
Wong) (Managing Director and Chief Executive), Gary Pak-Ling Wang
and Nicholas John Mayhew as Executive Directors, Messrs. Takashi
Morimura, (Eiichi Yoshikawa as alternate), Toshihide Motoshita and
John Wai-Wai Chow as Non-Executive Directors, and Messrs. Robert
Tsai-To Sze, Lon Dounn, Seiji Nakamura and Blair Chilton Pickerell
as Independent Non-Executive Directors (“INEDs”). There is a strong
independent element on the Board to ensure the independence
and objectivity of the Board’s decision-making process as well as
the thoroughness and impartiality of the Board’s oversight of the
Management.

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

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

The Company issues appointment letters to each of the Non-

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

Board meetings are held at least 4 times each year at approximately
quarterly intervals, and additional board meetings are held as
necessary. Details of Directors’ attendance at the Board meetings

FRE ) ZHBHNTE and the annual general meeting (the “AGM”) in 2014 are set out in the
following table:—
&S
ERgeR BEXE
Board meetings AGM
2014 FRBHAEEARE Total number of meeting(s) held in 2014 4 1
BUHBITEE Independent Non-Executive Directors
sERE Robert Tsai-To Sze 4/4 1
L Lon Dounn 4/4 1
hRNEIR Seiji Nakamura 3/4 0
*mE Blair Chilton Pickerell 4/4 1
T Yuan Shu 3/3 1
(R2014F9 A 15 HRIF) (resigned on 15 September 2014)
HHITEE Non-Executive Directors
PR Takashi Morimura 1/4 1
S John Wai-Wai Chow 4/4 0
RTES Toshihide Motoshita 1/1 @A
(R2014F8 527 HEZ(T) (appointed on 27 August 2014) N/A
TS — Hidekazu Horikoshi 2/3 1
(R2014F 8 27 HiRIT) (resigned on 27 August 2014)
HITEE Executive Directors
TP David Shou-Yeh Wong 4/4 1
g Hon-Hing Wong (Derek Wong) 4/4 1
Fla% Gary Pak-Ling Wang 4/4 1
e Nicholas John Mayhew 4/4 1
BErTEE Alternate Director
THEZBEES alternate to Takashi Morimura
HNHE— Eiichi Yoshikawa 0 TNiE
(R20144F 8 H27 AEZ(F) (appointed on 27 August 2014) N/A
BERREK Muneo Kurauchi 1 0
(R2014 46 420 AE(T) (resigned on 20 June 2014)
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Directors’ Attendance at Board Meetings and Annual
General Meeting (Continued)

Notice of at least 14 days is given of regular Board meetings to give
all Directors an opportunity to attend. For all other Board meetings,
reasonable notice is given in advance. Directors may submit to
the Company Secretary, in writing, and at least 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 Non-Executive Directors (including INEDs), without the presence
of the Executive Directors, to facilitate open and frank discussion on
issues relating to the Company.

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.

A director appointed to fill a casual vacancy shall be subject to
election by shareholders at the first general meeting after his/her
appointment. Pursuant to code provision A.4.2 of the CG Code, every
director, including those appointed for a specific term, should be
subject to retirement by rotation at least once every three years. The
Company noted that in the past, the managing director shall not be
subject to retirement by rotation or taken into account in determining
the number of directors to retire under the Company’s Articles of
Association. The Company put forward a special resolution at the
2014 Annual General Meeting, and the shareholders, among other
things, approved the special resolution to amend the Articles by
removing the provision of excluding the managing director from the
requirement of retirement by rotation. As such, the Company has
complied with code provision A.4.2 of the CG Code.
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Roles and Responsibilities

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

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

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

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

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

* Approval of relevant policies;

* Approval of annual budget; and

* Risk Governance.

Induction and Training for Directors

A newly appointed Director is provided with a Director’s induction
handbook and materials relevant to the Company and briefed by the
Management to ensure that the Director has a proper understanding
of the operations and business of the Group and that he or she is
aware of his or her responsibilities under the laws and applicable
regulations. The Company also organized continuous professional
development and training to its Directors to ensure that they are fully
aware of their responsibilities under the applicable laws, rules and
regulations.
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Induction and Training for Directors (Continued)

EEHLEBERERRE  TRUPHESNH Directors participated in continuous professional development to
R e RFEERN  ARBAEETHEN S - develop and refresh their knowledge and skills. During the year, the
FrEEEHE AR MERERER2014FANHT Company has organized board briefings for Directors. All Directors

EF I -

provided to the Company Secretary a record of the training they
received in 2014.

SEENFEARES NIESE 25 The Directors received trainings on the following areas during the
year:—
B g
Training Areas
hE R, %/
EREHR TAEZER/ [ Y
ERER ARMERL BB

Developments in
Regulatory  Mainland China/

updates and Asia Region/ Business/
compliance Internationalization Financial/
- Directors matters of RMB  Management
BUFHTEE Independent Non-Executive Directors
2 EM Robert Tsai-To Sze v v v
E45 Lon Dounn v v v
FRER Seiji Nakamura v/ v v
EhE Blair Chilton Pickerell v v v
FHTEE Non-Executive Directors
SR E Takashi Morimura v/ v v
BEE John Wai-Wai Chow v v v
NN Toshihide Motoshita v/ v v
(R20144F 8 527 HEZF) (appointed on 27 August 2014)
HITEE Executive Directors
FFE David Shou-Yeh Wong v v v
i Hon-Hing Wong (Derek Wong) v v v
TiE Gary Pak-Ling Wang v/ v v
B Nicholas John Mayhew v v v
EFEE Alternate Director
FHE— Eiichi Yoshikawa / v /
(FRNEZBEER) (alternate to Takashi Morimura)
(R2014F 8 527 HEZ(F) (appointed on 27 August 2014)
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The Company acknowledges that there are two key aspects of
its management — the management of the Board and the day-to-
day management of its business, and that there should be a clear
division of these responsibilities at the Board level to ensure a
balance of power and authority, so that no 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.
Hon-Hing Wong (Derek Wong) are therefore separated and have been
approved by the Board. The Chairman mainly provides leadership for
the Board to ensure that the Board works effectively and discharges
its responsibilities, and all key and appropriate issues are discussed
by the Board in a timely manner. The Chairman possesses the
requisite experience, competencies and personal qualities to fulfill
these responsibilities. The Chief Executive is responsible for the day-
to-day management of the Company to provide business direction
and operational leadership for the benefit of the Group’s businesses,
enhance shareholder value and ensure sound internal control.

The Company has 3 Non-Executive Directors 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 independent non-executive directors who
possess the appropriate professional qualifications and experience.

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

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

The terms of reference of the Board 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 of the Company in August
2006 with a set of updated terms of reference. It is responsible,
among other things, for the review of the nomination of new directors,
approval of the remuneration of directors and senior management.
Since December 2010, the Committee’s terms of reference have
covered the following roles and responsibilities as well:

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

- To review and make recommendation 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; and

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

The Nomination and Remuneration Committee also performs the
following duties:

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

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

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

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

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

The Nomination and Remuneration Committee held three meetings in
2014. The current members of the Committee and their attendance
records in 2014 are set out below:

Number of meetings held in 2014 3

Independent Non-Executive Directors

Robert Tsai-To Sze (Chairman) 3/3
Seiji Nakamura 3/3
Yuan Shu 2/2

(resigned on 15 September 2014)

Executive Directors

David Shou-Yeh Wong 2/3

Hon-Hing Wong (Derek Wong) 2/2
(resigned on 15 September 2014)
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Corporate Governance Duties (Continued)

The work of the Nomination and Remuneration Committee during
2014 included:

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

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

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

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

- Reviewing the 2013 performance evaluation of individual INEDs
and the Board evaluation 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.
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The Group’s Remuneration Policy (Continued)

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

Business needs and performance

- The economy and business conditions in general

- Each individual’s contributions to the Group

- Risk related performance

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

- Consideration of regulatory guidelines

- Retention considerations and each individual’s potential

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

Board Diversity Policy

The Board has adopted a Board Diversity Policy (the “Policy”) on 3
December 2013. The key terms of this Policy are set out as follows:

1. Purpose

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

2.

Policy statement

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

Measurable Objectives

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

Monitoring and Reporting

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

Review of the Policy

The Nomination and Remuneration Committee will review this
Policy, as appropriate, to ensure the effectiveness of this Policy
and discuss and recommend any revisions that may be required
to the Board for consideration and approval.
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The Audit Committee, established by the Board of the Company, is
responsible for ensuring the objectivity and credibility of financial
reporting, reviewing the internal control system and compliance with
regulatory requirements, and approving audit plans and reviewing
findings and reports of the internal and external auditors, and that in
presenting results to the shareholders, the Directors have exercised
the care, diligence and skills prescribed by laws, and that appropriate
accounting and financial reporting standards are followed.

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

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

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

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

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

The Committee members meet at least 3 times a year with the
Company’s senior management, the head of internal audit and the
external auditors. In 2014, a total of 3 meetings were held.
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The attendance record of individual directors at the Audit Committee
meetings in 2014 is set out below:

Number of meetings held in 2014 3

Independent Non-Executive Directors

Robert Tsai-To Sze (Chairman) 3/3
Lon Dounn 3/3
Blair Chilton Pickerell 3/3

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

The following is a summary of the work of the Audit Committee during
2014 in discharging its responsibilities:

a. Review of, and providing advice and recommendations to the
Board for the approval of the 2013 results announcements and
audited financial statements of the Group, and the 2014 interim

results and interim report;

b. Review of external auditors’ findings and comments, and
management’s reports on major accounting and financial
disclosure matters in respect of 2013 audit and financial
statements;

C. Review of the Corporate Governance Report of 2013 for
inclusion in the Company’s 2013 annual report and the key
changes to the Corporate Governance Code of the Listing
Rules;

d. Approval of the reports to the Board providing a summary of the
issues, focuses and discussion reviewed and dealt with by the
Audit Committee in the second half of 2013 and the first half of
2014;

e. Review of connected party transactions and disclosure;

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

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

i. Review of the internal audit’s work, findings and recommendations;

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

HKMA'’s recommendations;

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

I Review of significant accounting treatments for the preparation
of 2014 financial statements.

Accountability and Audit of Financial Statements

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

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

The Directors acknowledge their responsibility for preparing the
financial statements of the Group. As at 31 December 2014, the
Directors are not aware of any material uncertainties relating to events
or conditions which may cast significant doubt upon the Group’s
ability to continue as a going concern. The Directors have prepared
the financial statements of the Group on a going-concern basis.
The responsibility of the Group’s external auditors on the financial
statements is set out in the Independent Auditor’s Report attached to
the Group’s financial statements.

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

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

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

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

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

- Regular reporting of the performance of the Company’s
businesses to senior management and management
committees. 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.
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Internal Controls (Continued)

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

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

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

The Group Compliance Committee at the management level
serves to uphold a high level of awareness and accountability
of compliance requirements and is responsible for overseeing
and guiding the development, maintenance and enhancement
of compliance system, policies and practices to ensure
compliance with all statutory requirements and regulatory
guidelines. The Group Legal and Compliance Division performs
an independent on-going monitoring role on the Group’s
compliance with relevant rules and regulations, while the AML
and Financial Crime Risk Department manages and oversees
AML and financial crime risk of the Group.
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Assessment of Internal Control System

In assessing the effectiveness of the internal control system, the
Board has considered reviews performed by the Audit Committee and
executive management, and the findings of both internal and external
auditors.

Under the direction of the Audit Committee, the Group’s Internal
Audit in the year conducted an assessment covering all material
controls, including financial, operational and compliance controls and
risk management practices. The 2014 reviews included an annual
assessment of internal control system with reference to the comments
made by both internal and external auditors, policies and procedures
of the Group, regulatory guidelines and the CG Code regarding
internal controls. The Group will continue to work to enhance its
internal control system and processes.

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 2014
by rendering review of tax returns and computation, tax advisory
services, review of the Group’s interim financial disclosure, and review
of the update on the offering circular of Dah Sing Bank, Limited’s
US$2 Billion Euro Medium Term Note Programme, and independent
assessments of certain operational processes, risk management and
internal control of the Group.
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The remuneration paid/payable to the external auditors of the
Company in respect of audit services and non-audit services for the
year ended 31 December 2014 is set out as follows:

BXft Bz EA
BN RRMEOREE Services rendered for the Company Fee paid/payable
(F&T)
(HK$°000)
E%IR Audit services 9,608
FEZLAINRTE Non-audit services:
o BHAEFHBUNTISHEIRESE([5F o Review of the updated Euro Medium Term 720
2D RARFIRITEFT BT EHATHEEED Note Programme (the “Programme”) and
MEETE professional work on new subordinated note
issue of Dah Sing Bank under the Programme
o EMAFEBEBMRIIET e Review procedures relating to rights issue in the 590
year
o ESTEAEEIEM Z FMTEREIMFIIE o  Tax compliance review on taxation computation 1,704
EMBARBMBERES and advisory service on compliance with new
tax regulations relevant to the Group
o Efth e Others 3,040
aHf Total 15,662
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The Board is responsible for performing the corporate governance
duties including:

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

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

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

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

- to review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report
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During 2014, the Board performed the following corporate
governance matters:

Established and approved the terms of reference of the Board

- Reviewed and approved the updated versions of Code of
Conduct for Directors’ Securities Dealing, Shareholders’
Communication Policy and terms of reference of the Nomination
and Remuneration Committee

- Approved the updated Group’s Code of Conduct for staff

- Approved the Corporate Governance Report of 2013

(1) Effective Communication

The Board attaches great importance to communication with
shareholders. The Annual General Meeting provides a useful forum for
shareholders to exchange views with the Board. The Chairman of the
Board and all Directors make an effort to attend. The Chairmen of the
Board Committees and a representative of the external auditors also
attend the AGM to take shareholders’ questions.

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

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

Shareholder(s) holding not less than 5% of the total voting rights of
the Company may put forth requisition to convene an Extraordinary
General Meeting of the Company.

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

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

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

If the Directors fail to convene the Extraordinary General Meeting
as aforesaid, the requisitionist(s), or any of them representing more
than one-half of the total voting rights of all of them, may themselves
convene the meeting. Any meeting so convened shall not be held
after the expiration of 3 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.
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(3) 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.

(4) Submission of enquiries to the Board

Shareholders may send their enquiries requiring the Board’s attention
to the Company Secretary at the Company’s registered office 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.

(5) Shareholders Communication Policy

The Company has in place a Shareholders Communication Policy
which sets out the Company’s practices in relation to communication
with shareholders and the investment community. The Policy is
available on the website of Dah Sing Bank (www.dahsing.com).

In view of the coming into force of the Companies Ordinance (Chapter
622 of the Laws of Hong Kong) on 3 March 2014, the Company put
forward a special resolution at the 2014 Annual General Meeting held
on 27 May 2014 to amend the Articles of Association (including the
abolition of the memorandum of association and the removal of the
objects clause) and to adopt a new set of Articles of Association.
The adoption of the new Articles of Association was approved by the
shareholders at the 2014 Annual General Meeting. The new Articles of
Association of the Company is available on the website of Dah Sing
Bank (www.dahsing.com).
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All Directors have access to the advice and services of the Company
Secretary who possesses the relevant qualifications and experience
pursuant to the requirements of Rule 3.29 of the Listing Rules. She has
taken more than 15 hours of relevant professional training to update
her skills and knowledge during the financial year ended 31 December
2014.
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The Directors submit their report together with the audited financial
statements for the year ended 31 December 2014.

The principal activity of Dah Sing Financial Holdings Limited (the
“Company”) is investment holding. The principal activities of the
subsidiaries are shown in Note 33 to the financial statements. An
analysis of the performance of the Company and its subsidiaries
(the “Group”) for the reporting period by business and geographical
segments are set out in Note 5 to the financial statements.

The results of the Group for the year ended 31 December 2014 are set
out in the consolidated income statement on page 81.

The Directors declared an interim dividend of HK$0.30 per share and
a total of HK$100,522,530 in cash was paid on 25 September 2014,

The Directors recommend the payment of a final dividend of HK$0.95
per share in cash, totalling HK$318,321,345.

Movements in the share capital of the Company during the year are
shown in Note 49 to the financial statements.

Movements in the reserves of the Group and of the Company during
the year are set out in Note 50 to the financial statements.

During the year, the Group made charitable and other donations
amounting to HK$1,693,000.

Movements in the fixed assets of the Group during the year are shown
in Note 35 to the financial statements.
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The Directors during the year and up to the date of this report are:

David Shou-Yeh Wong

Chairman

Robert Tsai-To Sze*

Lon Dounn*

Seiji Nakamura*

Blair Chilton Pickerell*

Takashi Morimura

Toshihide Motoshita
(appointed with effect from 27 August 2014)

John Wai-Wai Chow

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

Gary Pak-Ling Wang

Nicholas John Mayhew

Eiichi Yoshikawa

(appointed as alternate to Takashi Morimura with effect from

27 August 2014)

Yuan Shu*
(resigned with effect from 15 September 2014)

Hidekazu Horikoshi
(resigned with effect from 27 August 2014)

Muneo Kurauchi

(ceased to act as alternate to Takashi Morimura with effect from

20 June 2014)

* Independent Non-executive Directors
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In accordance with Article 122 of the Company’s Articles of
Association, one-third (or the number nearest to but not exceeding
one-third) of the Directors (including Managing Director(s)) being
those who have been longest in office shall retire by rotation at each
annual general meeting. The Directors retiring under Article 122 are,
however, eligible for re-election. Accordingly, Messrs. Hon-Hing
Wong (Derek Wong), Robert Tsai-To Sze and Lon Dounn will retire,
and being eligible, offer themselves for re-election at the forthcoming
annual general meeting.

In accordance with Article 126 of the Company’s Articles of
Association, any Director who is appointed at any time shall retain his
office until the next following annual general meeting of the Company
at which he shall retire and, being eligible, offer himself for re-election.
Accordingly, Mr. Toshihide Motoshita who was appointed on 27
August 2014, will hold office until the forthcoming annual general
meeting and, being eligible, offer himself for re-election.

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

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

None of the Directors proposed for re-election has a service contract
with the Company or any of its subsidiaries which is not determinable
within 1 year without payment of compensation, other than statutory
compensation.
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As at 31 December 2014, the interests and short positions of the
Directors and the Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which were required to
be notified to the Company and The Stock Exchange of Hong Kong
Limited (“SEHK”) pursuant to Part XV of the SFO (including interests
and short positions which they have taken on or are deemed to have
acquired under such provisions of the SFO), or which were required,
pursuant to the SFO, to be entered in the register referred to therein,
or as otherwise required to be notified to the Company and the SEHK
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers and the code of conduct for directors’ securities
dealing adopted by the Company (collectively the “Model Code”) were

as follows:

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

HERTREA
By ER
BOk
Percentage
of interests

BHEE in the
Number of shares total
BAED EEER Hifgs BEtER number
Personal Corporate Other Total of issued
) Directors Interests Interests Interests Interests shares
E2 WG| Number of ordinary shares
ERRRAG in the Company
IF% David Shou-Yeh Wong - 11,096,495 126,189,187® 137,285,682 40.97
[EEgE John Wai-Wai Chow 1,223,231 - - 1,223,231 0.37
FEAHBRTEBERAT Number of ordinary shares
ERRRAG in Dah Sing Banking
Group Limited
IF%¥ David Shou-Yeh Wong - 1,045,626,955¢ - 1,045,626,955 74.60
[EEE John Wai-Wai Chow 208,741 - - 208,741 0.01
BEEY Nicholas John Mayhew® 24,640 - - 24,640 0.00
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Interests in the shares of the Company and its
associated corporation (Continued)

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

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

Such shares include the indirect corporate interests of David Shou-Yeh
Wong in Dah Sing Banking Group Limited (“DSBG”) under Part XV of the
SFO by virtue of his beneficial interests of 40.97% in the Company which
currently holds a controlling interest of 74.59% in DSBG and interests in
DSBG held through a company controlled by David Shou-Yeh Wong.

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

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

i) Share option scheme of the Company

On 28 April 2005, the shareholders of the Company approved to
adopt a share option scheme (“DSFH Option Scheme”).

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

(1)  Purpose of the DSFH Option Scheme:

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

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

i) Share option scheme of the Company (Continued)

(2) Participants of the DSFH Option Scheme:

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

(3)  Total number of shares available for issue under the DSFH
Option Scheme and percentage of total number of issued
shares as at the date of this Directors’ Report:

The number of shares available for issue under the DSFH
Option Scheme is 11,021,984 shares, representing 3.29%
of the total number of issued shares of the Company as at
the date of this Directors’ Report.

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

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

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

The exercise period is determined by the Nomination
and Remuneration Committee on behalf of the Board of
the Company, and is specified when related options are
granted. Shares under the options must be taken up within
10 years from the date of grant. All the existing options
under the DSFH Option Scheme shall be exercisable upon
vesting in 5 equal tranches between the first and fifth
anniversaries from the date of grant.
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Interests in options under share option schemes of the
Company and its associated corporation (Continued)

i) Share option scheme of the Company (Continued)

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

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of
the Board of the Company, and is specified when related
options are granted. None of the existing share options
under the DSFH Option Scheme shall be exercisable
within 1 year from the date of grant.

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

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

(8) Basis of determining the exercise price:

The exercise price per option share is concluded by the
Nomination and Remuneration Committee on behalf of
the Board of the Company on the basis no less exacting
than the requirement set out in Rule 17.03(9) of the Listing
Rules and is determined as no less than the highest of (i)
the closing price of the Company’s shares traded on the
SEHK on the date of grant; (ii) the average closing price
of the Company’s shares traded on the SEHK for the 5
business days immediately preceding the date of grant;
and (iii) for options granted before the commencement
of the Companies Ordinance, the nominal value of the
Company’s shares of HK$2 each in the capital of the
Company. (The Companies Ordinance (Cap. 622), which
came into force on 3 March 2014, adopts a mandatory
system of no nominal value for all Hong Kong incorporated
companies having a share capital and abolishes the
concept of nominal value for all shares. With effect from 3
March 2014, the shares of the Company have no nominal
value.)
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Z) EAXRDTREEBLEERISEBRERS b) Interests in options under share option schemes of the

(&) Company and its associated corporation (Continued)

i) FTREZRRIEASE (&) i) Share option scheme of the Company (Continued)

(9) KEL RS 608 R - (9)  Remaining life of the DSFH Option Scheme:

K4 R 2200544 28 The DSFH Option Scheme shall be valid and effective for

B#IF10EARNEH » £2015F4 A a period of 10 years commencing from 28 April 2005 and

27 BE ° expiring at the close of 27 April 2015.
BEXTEHARESE  AQXFTTEL Pursuant to the DSFH Option Scheme, certain directors of the
BHEATNETESRRFARE - & Company’s major operating subsidiaries were granted options

KL RAIFES B T RITE T A R under the DSFH Option Scheme. Details of the movements

RABRMDERE Z2014F12 31 HILF during the year ended, and the status as at, 31 December 2014

BN B8N EREBR BT of the Company’s outstanding share options which have been

granted under the DSFH Option Scheme are as follows:
AREEZ AL IRHEE
Number of the Company’s shares in the options

R4 HRE R4

1R1B  014%FR  fzH#B0 0UER  04ER 128318
BE & Adjustment i b3 BE e s
Held at Granted ~ forRights  Exercised Lapsed Held at Exercise RikA Exercise
ERA Grantee 1172014 during 2014 Issue ™ during 2014 during 2014 31/12/2014 price  Grant date period
(Bm) (R/A/E)  (BIRIE)
(HKS) (DIMAY) (DIMAY)
[Egsge Aggregate of employees ® 750,000 - 32,301 - - 782,301 38350 1214272011 1211212012 -
121212017
400,000 - 17,227 - - 47,221 31881 2171272012 21/12/2013 -
21/12/2018

i Notes:

(1) EARREN2014F 4 AR 2R mES (1) Adjusted as a result of the Rights Issue completed in April 2014 for
FEE - ADNRIER20145 4 A29 B 5L HH the Company. The key summary of related adjustments had been

FRBMEEL DM - announced by the Company on 29 April 2014.

(2 RBRENETETEERKES BEAR (2)  Share options were granted to certain eligible employees, who
NAIFBZREMBARINES 2 EEE are directors, senior executives or officers of major operating
ABRBE  WABBEMBIEAT [2E subsidiaries of the Company and are working under employment
A8 TIENREE - contracts that are regarded as “continuous contracts” for the

purpose of the Employment Ordinance of Hong Kong.
AR EEFRAR |
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Interests in options under share option schemes of the
Company and its associated corporation (Continued)

i) Share option scheme of the Company (Continued)

Notes: (Continued)

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

(4) No share options under the DSFH Option Scheme were cancelled
during the year ended 31 December 2014.

(5) Details of the computation of the value of options are shown in
Note 54 to the financial statements.

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

The respective shareholders of the Company and Dah Sing
Banking Group Limited (“DSBG”), approved the adoption of a
new share option scheme of DSBG (the “New DSBG Option
Scheme”) and, at the same time, the termination of the Share
Option Scheme adopted by DSBG on 12 June 2004 (the “Old
DSBG Option Scheme”) at the respective annual general
meeting 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 Listing Rules, a
summary of the Old DSBG Option Scheme and the New DSBG
Option Scheme (collectively the “Schemes”) is disclosed as
follows:

(1)  Purpose of the Schemes:
The purpose of the Schemes is to attract, motivate and

retain high quality executives to contribute to the business
and growth of DSBG group of companies.
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b)

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

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

(2) Participants of the Schemes:

Eligible participants of the Schemes included directors
and employees holding supervisory positions in DSBG
and its subsidiaries.

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

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
70,076,781 shares, representing 5% of the total number
of issued shares of DSBG as at the date of this Directors’
Report.

(4) Maximum entitlement of each participant under the
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 Schemes and the Listing
Rules as amended from time to time.
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Interests in options under share option schemes of the
Company and its associated corporation (Continued)

ii)

)

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

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

The exercise period is determined by the Nomination and
Remuneration Committee on behalf of the Board of DSBG,
and is specified when related options are granted. Shares
under the options must be taken up within 10 years from
the date of grant. All the existing share options under
the Old DSBG 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 DSBG, and is specified when related options are
granted. None of the existing share options under the Old
DSBG Option Scheme shall be exercisable within 1 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.
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b)

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

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

(8) Basis of determining the exercise price:

The exercise price per option share is concluded by the
Nomination and Remuneration Committee on behalf of
the Board of DSBG on the basis no less exacting than
the requirement set out in Rule 17.03(9) of the Listing
Rules and is determined as no less than the highest of (i)
the closing price of DSBG’s shares traded on the SEHK
on the date of grant; (ii) the average closing prices of
DSBG’s shares traded on the SEHK for the 5 business
days immediately preceding the date of grant; and (iii)
for options granted before the commencement of the
Companies Ordinance, the nominal value of DSBG’s
shares of HK$1 each in the capital of DSBG. (The
Companies Ordinance (Cap. 622), which came into force
on 3 March 2014, adopts a mandatory system of no
nominal value for all Hong Kong incorporated companies
having a share capital and abolishes the concept of
nominal value for all shares. With effect from 3 March
2014, the shares of the DSBG have no nominal value.)

(9) Remaining life of the Schemes:

The Old DSBG Option Scheme was terminated on 27 May
2014 and all outstanding share options granted under the
Old DSBG Option Scheme and yet to be exercised shall
remain valid. The New DSBG Option Scheme shall be
valid and effective for a period of 10 years commencing
from 27 May 2014 and expiring at the close of 26 May
2024.
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Interests in options under share option schemes of the
Company and its associated corporation (Continued)

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

No share options were granted under the New DSBG Option
Scheme since its adoption on 27 May 2014.

Pursuant to the Old DSBG Option Scheme, certain Directors of
the Company and its major operating subsidiaries were granted
options under the Old DSBG Option Scheme. Details of the
movements during the year ended, and the status as at, 31
December 2014 of DSBG’s outstanding share options which

BN ER A BT have been granted under the Old DSBG Option Scheme are as
follows:
ARERRZAFRTEBRAYA
Number of DSBG’s shares in the options
Ro0145 ARE R4
1B1B 2014%R  ZHEEO 014FR  014FR  12831R
BE & Adjustment i b3 %5 e s
Held at Granted ~ forRights  Exercised Lapsed Held at Exercise RitA Exercise
ERA Grantee 1172014 during 2014 Issue ™ during 2014 during 2014 31/12/2014 price  Grant date period
(Bm) (R/A/E)  (BIRIE)
(HKS) (DY) (DY)
£z Directors
o Gary Pak-Ling Wang 2,600,000 - 100,218 - - 2700218 8910 12/12/2011 12/12/2012 -
1211212017
900,000 - 34,691 - - 934,691 7960 211212012 21/12/2013 -
2111212018
KEE Nicholas John Mayhew 2,400,000 - 92,510 - - 249510 8910 121212011 12/12/2012 -
121122017
800,000 - 30,836 - - 830,836 7960 211212012 21/12/2013 -
21/12/2018
EftfEEAEP  Aggregate of other employees® 2,800,000 - 107,927 - - 2,907,921 8.910 121212011 121212012~
1211212017
2,300,000 - 88655  (166,168)"  (249.251) 1973236 7960 211212012 21/12/2013 -
21/12/2018
- 300,000 11,564 - - 311,564 11.681 26/03/2014  26/03/2015 -
26/03/2020
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Z) EAXRDTREEBLEERISEBRERS b) Interests in options under share option schemes of the
(&) Company and its associated corporation (Continued)

i) AREEENE - A IRTE i) Share option scheme of Dah Sing Banking Group Limited,

ER RG2S Z () a majority owned subsidiary of the Company (Continued)
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Adjusted as a result of the Rights Issue completed in May 2014
for DSBG. The key summary of related adjustments had been
announced by DSBG on 8 May 2014.

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

On 26 March 2014, DSBG granted 300,000 share options at
an exercise price of HK$12.13 per share. The closing price of
the shares of DSBG on 25 March 2014 (being the business day
immediately preceding 26 March 2014 on which the options were
granted) was HK$12.00 per share (the adjusted closing price
due to the Rights Issue of DSBG completed in May 2014 was
HK$11.571 per share).

The weighted average closing price of the shares of DSBG
immediately before the dates on which the options were exercised
during the year ended 31 December 2014 was HK$13.995.

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.

No share options under Old DSBG Option Scheme were cancelled
during the year ended 31 December 2014.

Details of the computation of the value of options are shown in
Note 54 to the financial statements.
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b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

All the interests stated above represent long positions. As at 31
December 2014, none of the Directors or Chief Executive 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 2014, none of the
Directors or Chief Executive of the Company and their respective
associates had any interests or short positions in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept by the Company pursuant
to section 352 of the SFO, or as otherwise notified to the Company
and the SEHK pursuant to the Model Code.

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

year.
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As of 31 December 2014, 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.

HEBT
ROEH 2
EREALO
Percentage of
interests in
FERGEE the total
['ES E=27) Number of number of
Shareholder Capacity shares held issued shares®
ITHEE RERBHEBAETRRER
TR A 12
Christine Yen Wong Deemed interests by virtue of her 137,285,682 40.97*
spouse having a notifiable interest
fE 2B SR A A BEEAREE R
HSBC International Trustee Limited Trustee and corporate interests 126,199,187@ 37.66*
BEEAREEER
DSI Limited Trustee and corporate interests 61,205,583 18.27*
BEEAREEER
DSI Group Limited Trustee and corporate interests 45,068,894® 13.45*
BEEAREEER
DSl Holding Limited Trustee and corporate interests 19,914,7100 5.94*
ZZURJE&pEE EERER
Mitsubishi UFJ Financial Group, Inc. Corporate interests 50,870,777 15.18
=ERRUFJIRIT Bafkn
The Bank of Tokyo-Mitsubishi UFJ, Ltd.  Beneficial interests 50,870,777 15.18
Aberdeen Asset Management Plc REKE
RERPZ BERE
Aberdeen Asset Management Plc Investment manager 26,806,043 8.00
and its associates under mandates
REKE
Aberdeen Asset Management Investment manager 18,048,800 5.39

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

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

Out of these shares, 126,189,187 shares are mainly comprised of the
interests indirectly held by HSBC International Trustee Limited in trust for
a discretionary trust established for the benefit of David Shou-Yeh Wong
and his family members.

Such shares are mainly comprised of the interests indirectly held by
DSI Limited, DSI Group Limited and DSI Holding Limited in trust for a
discretionary trust established for the benefit of David Shou-Yeh Wong
and his family members.

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 2014.

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

December 2014, no short positions were recorded in the register of

shareholders’ interests in shares and short positions maintained by

the Company.

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

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

year ended 31 December 2014.

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 2014.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Distributable reserves of the Company at 31 December 2014,
calculated under section 79B of the former Hong Kong Companies
Ordinance, amounted to HK$1,245,271,000 (2013: HK$1,312,405,000).

Details of transactions with related parties of the Group for the year
ended 31 December 2014 have been set out in Note 53 to the financial
statements.

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”.

During the year ended 31 December 2014, the Group derived less
than 30% of interest income and other operating income from its 5
largest customers.

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

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

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, 25 March 2015



HZE2014F12 A31 HILFE
(AT ThL5R)

For the year ended 31 December 2014
(Expressed in thousands of Hong Kong dollars)

iR s

L
Note 2014 2013
FEIA Interest income 5,223,202 4,661,835
MEZH Interest expense (1,930,250)  (1,553,887)
BB WA Net interest income 6 3,292,952 3,107,948
R E &M UIA Fee and commission income 971,913 861,752
frRisE kA Fee and commission expense (226,318) (239,640)
FREERASWA Net fee and commission income 7 745,595 622,112
FEEWRA Net trading income 8 711,098 15,037
FRE R EMUA Net insurance premium and other income 9 2,238,790 1,659,452
Hfb@ug A Other operating income 10 70,581 68,156
EERA Operating income 7,059,016 5,472,705
R ZRME R HF 5 Net insurance claims and expenses 11 (2,436,101)  (1,293,995)
NBRREREZEERA Total operating income net of insurance claims 4,622,915 4,178,710
EiBXH Operating expenses 12 (2,389,693) (2,202,684)
NBRBEE IR 2 & EEF Operating profit before impairment losses 2,233,222 1,976,026
EFREBEREMEERE Loan impairment losses and
other credit provisions 15 (472,962) (309,806)
HBRBEEEZ 2 EEER Operating profit after impairment losses 1,760,260 1,666,220
HEHMEEEE 2 FEE Net loss on disposal of other fixed assets 16 (3,198) (2,703)
WENFEATERARZ Net gain on fair value adjustment
U A of investment properties 17 93,239 81,334
HEFBHILE 2 F K/ (B18) Net gain/(loss) on disposal of
investments in securities 18 19,051 (63,505)
RELEH S A FIRE 2 BB Loss on deemed disposal of
investment in an associate - (56,971)
FE(EBsE N A Z%F Share of results of an associate 602,299 578,556
FE(EHEEEHIE S 2 $4E Share of results of jointly controlled entities 20,657 17,311
BREL AR R Profit before taxation 2,492,308 2,220,242
FiIE Taxation 19 (245,786) (272,428)
FE=F Profit for the year 2,246,522 1,947,814
BT Attributable to:
R I REE R Non-controlling interests 519,635 449,355
ZIN/NGT ) Shareholders of the Company 20 1,726,887 1,498,459
FEmF Profit for the year 2,246,522 1,947,814
BE Dividends
2R BiR B Interim dividend paid 21 100,523 91,923
BRARERE,BIRRER S Proposed final dividend/final dividend paid 21 318,321 304,918
418,844 396,841
BEET
BRER Earnings per share Restated
2R Basic 22 HK$5.29 HK$4.84
i3k Diluted 22 HK$5.28 HK$4.84

F88HZEF 289 B ZMIE I AR EMEHRE 2 —

By e

consolidated financial statements.
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HZE2014F12 A31 BIEFE For the year ended 31 December 2014
(LABETTh5IR) (Expressed in thousands of Hong Kong dollars)
2014 2013
FEHF Profit for the year 2,246,522 1,947,814
FEHMEE K Other comprehensive income for the year
TE@EHHEELEAWFIRAIER © Items that will not be reclassified to the
consolidated income statement:
1 Premises
REENDETERREYSE Reserves arising from reclassification of
s premises to investment properties 36,533 79,903
Higrgegamos e Items that may be reclassified subsequently
REWEERMIER ¢ to the consolidated income statement:
BFRE Investments in securities
RN 2 TR EFS Fair value gains on available-for-sale securities
N ERE recognised in equity 297,824 81,727
ANEE (W), EBEREE K Fair value (gain)/loss realised and
SRR transferred to income statement upon:
—HERHIEEES — Disposal of available-for-sale securities (28,707) (144,123)
— HERERE AT S 585 - Disposal of held-to-maturity securities
ENOBEREIHES and investments in securities included in the
REFEEEFH R loans and receivables category which were
FEUGRIBEE R 2 previously reclassified from the
BHIRE available-for-sale category 3,756 135,647
KESHFEZE RERIE Deferred income tax on movements
in investment revaluation reserve (35,285) (20,540)
242,588 52,711
BERIMEBIIERERNEN ZE  Exchange differences arising on translation of
the financial statements of foreign entities (108,599) 105,919
MERBIEE c FEAMEE R Other comprehensive income for the year, net of tax 170,522 238,533
KRB ER2FEE ARG ERE Total comprehensive income for the year, net of tax 2,417,044 2,186,347
DELEAT Attributable to:
VR PERIRERR R Non-controlling interests 554,257 522,118
AR FIREE Shareholders of the Company 1,862,787 1,664,229
HBRHRER 2 EFEIWRSETE Total comprehensive income for the year, net of tax 2,417,044 2,186,347
F 88 B EF 289 B 7 MIF ARG AEMERE 7 — The notes on pages 88 to 289 are an integral part of these
o o consolidated financial statements.
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2014412 A31H
(PABEETITALZIR)

As at 31 December 2014

(Expressed in thousands of Hong Kong dollars)

Are IR R

BaE
Note 2014 2013
BE ASSETS
R& RIERITH AR Cash and balances with banks 23 15,063,006 8,654,820
fERIT1 2 12E A AR HIMFR Placements with banks maturing
between one and twelve months 5,626,019 4,314,389
HIEEBERENES Trading securities 24 7,082,517 6,577,308
EENAFEFZBEE Financial assets designated at
AR EREE fair value through profit or loss 24 9,627,563 8,626,280
PTESRITAE Derivative financial instruments 25 831,566 745,393
ZHEERNMEMER Advances and other accounts 26 118,593,929 110,258,169
AIEHERES Available-for-sale securities 28 23,724,503 27,439,399
FEDHES Held-to-maturity securities 29 11,047,201 5,843,905
PN AR E Investment in an associate 31 3,746,918 3,304,993
HEZEHEEIRE Investments in jointly controlled entities 32 65,694 59,657
EES Goodwill 34 950,992 950,992
mEEE Intangible assets 34 84,519 88,230
TEREMEEEE Premises and other fixed assets 35 2,074,058 2,147,606
WAV Investment properties 36 786,703 589,965
BNEAR IR & B Current income tax assets 3,995 =
BEERITBEE Deferred income tax assets 46 80,591 22,975
RHISBREB 2B RIREEE Value of in-force long-term life
assurance business 37 2,018,068 1,705,616
EESS Total assets 201,407,842 181,329,697
8f& LIABILITIES
RITIER Deposits from banks 1,572,467 1,995,297
PTESRTEA Derivative financial instruments 25 1,217,118 1,159,043
HIEEEREMAE Trading liabilities 39 5,597,614 3,362,473
BPIFH Deposits from customers 40 140,916,635 128,220,440
BEITHERE Certificates of deposit issued 41 6,109,777 6,132,561
BEETHNEBRES Issued debt securities 42 = 775,385
BIEER Subordinated notes 43 5,391,357 3,721,537
Bk E RIER Other accounts and accruals 44 5,971,301 5,841,014
BVEAFIE B (& Current income tax liabilities 213,984 217,527
BELEFIBEE Deferred income tax liabilities 46 94,398 57,225
HRRBREORERBEAZARE Liabilities to policyholders under
long-term insurance contracts 45 10,205,811 8,813,069
B8EE5 Total liabilities 177,290,462 160,295,571
= EQUITY
R PR IR Non-controlling interests 5,071,933 4,332,731
AARRRELER Equity attributable to the Company’s
shareholders
A& A Share capital 49 4,248,559 593,053
& im(E Share premium 50 - 2,764,288
HAbfEE (BERB&F) Other reserves (including retained earnings) 50 14,478,567 13,074,215
BORARHAI S Proposed final dividend 50 318,321 269,839
REES Shareholders’ funds 19,045,447 16,701,395
ERZEE Total equity 24,117,380 21,034,126
EEREES Total equity and liabilities 201,407,842 181,329,697

BTEEN2015F 3 H25 AL RIREEM -

EFHE BEHE
EF BEFgnrE

F88EEF 289 B v M I AR MIETHRER 2 —

#5 -

March 2015.

David Shou-Yeh Wong
Director

consolidated financial statements.
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Approved and authorised for issue by the Board of Directors on 25

Hon-Hing Wong
Managing Director
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2014412 A31H
(PABEETITALZIR)

As at 31 December 2014

(Expressed in thousands of Hong Kong dollars)

B 5
Note 2014 2013
BN RIEE Investments in subsidiaries 33 5,044,140 4,148,030
MENEE Current assets
RITAE R Bank balances 7,981 3,499
FEMER K E AR B Accounts receivable and other accounts 3,684 3,610
R S UNETEOE Amounts due from subsidiaries 33 941,536 1,014,335
953,201 1,021,444
MENE & Current liabilities
TEIRE A M EMERE Accrued expenses and other accounts 15,305 11,543
NI ENGIE Amounts due to subsidiaries 33 232,179 232,159
247,484 243,702
FRENEE Net current assets 705,717 777,742
5,749,857 4,925,772
s EQUITY
[N Share capital 49 4,248,559 593,053
&1 m(E Share premium 50 = 2,764,288
HinfEE (BEREAEF) Other reserves (including retained earnings) 50 1,182,977 1,298,592
FORAREAR 2 Proposed final dividend 50 318,321 269,839
EEEE Total equity 5,749,857 4,925,772

EEEN 201543 A 25 Bt MIRAER M o Approved and authorised for issue by the Board of Directors on 25

March 2015.
EFx% HEHE David Shou-Yeh Wong Hon-Hing Wong
EE EFiwE Director Managing Director
FB88EEF 289 B M A A MIEHRE 2 — The notes on pages 88 to 289 are an integral part of these
&5 o consolidated financial statements.
84 AFemEEFRAR |



HZE2014F12 A31 HILFE
(AT ThL5R)

For the year ended 31 December 2014

(Expressed in thousands of Hong Kong dollars)

N7

= HE
SRETED

e

RAARFEERS
Attributable to the shareholders of the Company
REHE
e
g R EE Htbfte REERF Non- BRA
Share Share Other Retained  controlling Total
capital premium reserves earnings interests equity
201451 A1 R&# Balance at 1 January 2014 593,053 2,764,288 1,028,491 12,315,563 4,332,731 21,034,126
R201453A3H Transition to no-par regime on
BEZEZARETE 3 March 2014 2,764,288 (2,764,288) - - - -
FERANGER Total comprehensive income
for the year - - 135,900 1,726,887 554,257 2,417,044
BTHRRA Issue of shares under rights issue
(BHBEARIER) (net of share issue expenses) 891,218 - - - - 891,218
—FERE AR 2R Capital contribution by non-controlling
BRRBABRR interest of a subsidiary - - - - 305,542 305,542
BB AR 2 R Exercise of share options in a subsidiary - - (110) - 110 -
BRREZH TR -HNBAR Additional net assets in a subsidiary
BABINFEE acquired via share option arrangement - - (761) - 1,748 987
R—EHBAREIN Deficit arising upon additional
RASIBMEE investment in a subsidiary - - (6,552) - (2,232) (8,784)
IARRE 32 f BARR 19 Provision for equity-settled
{ERE R Bl share-based compensation - - 2,911 = 843 3,754
WBLARREREHERERERE  Dividends paid to non-controlling
interests of subsidiaries - - - - (121,066) (121,066)
2013 ERER S 2013 final dividend - - - (304918) - (304918)
2014 EHER S 2014 interim dividend - - - (100,523) - (100,523)
20145125 31R Balance at
o3 31 December 2014 4,248,559 - 1,159,879 13,637,009 5,071,933 24,117,380
BZE12831BLEE
Year ended 31 December
2014 2013
BERRBRFIAZ Proposed final dividend
BRRERE included in retained earnings 318,321 269,839
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HZE2014F12 A31 BIEFE (&) For the year ended 31 December 2014 (Continued)
(LABE T Th5IR) (Expressed in thousands of Hong Kong dollars)

ARARRE GRS
Attributable to the shareholders of the Company

BRI
6
R RINEE EthiE REEH Non- b
Share Share Other Retained controlling Total
capital premium reserves earnings interests equity
201351 A1 &% Balance at 1 January 2013 593,053 2,764,288 859,557 11,172,936 3,911,271 19,301,105
FE2ANEST Total comprehensive income
for the year - - 165,770 1,498,459 522,118 2,186,347
IARRAES: (AR (D 1ER Provision for equity-settled
HIRm o &1 share-based compensation - - 3,164 = 1,077 4241
WEAFAL A ERRRZRE  Dividends paid to non-controlling
interests of subsidiaries - - - - (101,735) (101,735)
012 RHKRE 2012 final dividend - - - (263,909) - (263,909)
2013 FEHRERS 2013 interim dividend = = = (91,923) = (91,923)
2013F 12310 Balance at
B 31 December 2013 593,053 2,764,288 1,028,491 12,315,563 4,332,731 21,034,126
FB88EEF 289 H 2 M AR E Mz 2 — The notes on pages 88 to 289 are an integral part of these
5 o consolidated financial statements.
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meElRenEfmEx
HZE2014F12 A31 BIEFE For the year ended 31 December 2014
(LABETTh5IR) (Expressed in thousands of Hong Kong dollars)
L
Note 2014 2013
EEBH2EESRE Cash flows from operating activities
Z“‘%ﬁ@bmu?\/ FrA)IReFE Net cash from/(used in) operating activities 51(a) 5,495,844  (3,820,092)
RETBHZHRERE Cash flows from investing activities
BRIMR AT A A Additional investment in associate company - (330,000)
BEITE  REVER Purchase of premises, investment properties

HibEE & E and other fixed assets (158,873) (244,640)
HETE - WEMZEREA Proceeds from disposal of premises,

B & EMBRIA investment properties and other fixed assets 193 2,909
WEEEFTAR & F 5 Net cash used in investing activities (158,680) (571,731)
RMETERERE Cash flows from financing activities
BITERRRN Issue of ordinary shares (net of share

(BEMBRETROHER) issue expenses) 891,218 =
BITREER Issue of subordinated notes 1,731,250 -
& [0l & 75 % Debt securities redeemed (775,285)  (1,938,463)
—RIMEB AR 2 R HIHE Capital contribution by non-controlling

PR BRI ARR AN interests of a subsidiary 305,542 =
SN BBEITRERR Interest paid on subordinated notes

REREZZHE and debt securities issued (244,005) (255,656)
Bt B8 2 ] 1) ELZ A2 I R AR R Dividends paid to non-controlling

IREERR B interests of subsidiaries (121,066) (101,735)
B E AR S Dividends paid on ordinary shares (405,441) (355,832)
MEFRSRA (A R&FHE Net cash from/(used in) financing activities 1,382,213  (2,651,686)
ReRERBRLIER Net increase/(decrease) in cash and

O ) FH8E cash equivalents 6,719,377  (7,043,509)
FURERERRESIEAHE Cash and cash equivalents

at beginning of the year 9,704,933 16,714,979
EXREE w8 Effect of foreign exchange rate changes (84,432) 33,463
FEREERERRELEE Cash and cash equivalents

at end of the year 51(b) 16,339,878 9,704,933

FBBAEEFHE 289 AZMEDNAGZRMBEHR L —

2By e

consolidated financial statements.
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(Expressed in thousands of Hong Kong dollars)

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

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

These consolidated financial statements are presented in thousands
of Hong Kong dollars (HK$’000), unless otherwise stated. These
consolidated financial statements have been approved for issue by
the Board of Directors on 25 March 2015.

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

2.1 Basis of preparation

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

In accordance with the transitional and saving arrangements for Part
9 of the new Hong Kong Companies Ordinance (Cap. 622) (“NCO”),
“Accounts and Audit” as set out in sections 76 to 87 of Schedule
11 to the NCO, the consolidated financial statements are prepared
in accordance with the applicable requirements of the predecessor
Companies Ordinance (Cap. 32) for this financial year and the
comparative period.
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(Expressed in thousands of Hong Kong dollars)

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, fair value-
hedged loans and receivables, financial assets and financial liabilities
held for trading, and financial assets and financial liabilities (including
derivative instruments) designated at fair value through profit or loss,
which are carried at fair value.

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

(@ New and amended standards adopted by the Group

The following new standards and amendments to standards are
mandatory for the first time for the financial year beginning 1
January 2014:

. Amendments to HKFRS 10, HKFRS 12 and HKAS 27
(2011), “Investment entities”, provide consolidation relief
to those parents which qualify to be an investment entity
as defined in the amended HKFRS 10. Investment entities
are required to measure their subsidiaries at fair value
through profit or loss. These amendments do not have
impact to the financial statements of the Group.

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

2.1 Basis of preparation (Continued)

(@ New and amended standards adopted by the Group

(Continued)

Amendments to HKAS 32, “Offsetting financial
assets and financial liabilities”, clarifies the
requirements for offsetting financial instruments
and addressed inconsistencies in current practice
when applying the offsetting criteria in HKAS 32,
“Financial Instruments: Presentation”. There is no
material impact to the financial statements of the
Group as a result of this amendment.

Amendments to HKAS 36, “Impairment of assets
— Recoverable amount disclosures for non-
financial assets”, removes certain disclosures of
the recoverable amount of cash generating units
which had been included in HKAS 36 by the issue
of HKFRS 13. There is no material impact to the
financial statements of the Group as a result of this

amendment.

Amendments to HKAS 39, “Novation of derivatives
and continuation of hedge accounting”, provides
relief from discontinuing hedge accounting
when novation of a derivative designated as a
hedging instrument meets certain criteria. These
amendments do not have impact to the financial
statements of the Group.
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(Expressed in thousands of Hong Kong dollars)

2.1 Basis of preparation (Continued)

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

. HK(IFRIC) 21, “Levies”, sets out the accounting for
an obligation to pay a levy that is not income tax.
The interpretation addresses what the obligating
event is that gives rise to the payment of a levy and
when should a liability be recognised. The Group
is not currently subject to significant levies so the
impact on the Group is not material.

(b)  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 2014, 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 the following set out
below:

DAH SING FINANCIAL HOLDINGS LIMITED |
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2.1

Basis of preparation (Continued)

(b) New standards and interpretations not yet adopted
(Continued)

HKFRS 9, “Financial instruments”, addresses the classification,
measurement and recognition of financial assets and financial
liabilities and hedge accounting. HKFRS 9 was issued in
November 2009 and October 2010. It replaces the parts of
HKAS 39 that relate to the classification and measurement
of financial instruments. HKFRS 9 requires financial assets
to be classified into two measurement categories: those
measured as at fair value and those measured at amortised
cost. The determination is made at initial recognition. The
classification depends on the entity’s business model for
managing its financial instruments and the contractual cash
flow characteristics of the instrument. For financial liabilities,
the standard retains most of the HKAS 39 requirements. The
main change is that, in cases where the fair value option is taken
for financial liabilities, the part of a fair value change due to
an entity’s own credit risk is recorded in other comprehensive
income rather than in the income statement, unless this creates
an accounting mismatch. In December 2013, HKFRS 9 was
further amended when the requirements related to hedge
accounting (other than specific accounting for open portfolios
on macro hedging) were added.

In July 2014, the International Accounting Standards Board
published the full and final version of IFRS 9 (which is closely
followed by HKFRS 9) and set the effective date of IFRS 9 as
1 January 2018 although earlier adoption of the new standard
is permitted. The final IFRS 9 sets out, amongst other things,
the classification and measurement requirements for financial
instruments as described above, the requirement for a new,
expected-loss impairment model that will require more timely
recognition of expected credit losses, and a substantially-
reformed model for hedge accounting that aligns the accounting
treatment with risk management activities.
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2.1

Basis of preparation (Continued)

(b) New standards and interpretations not yet adopted
(Continued)

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.

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

The NCO came into effect on 3 March 2014. On this effective
date, the concepts of nominal (par) value, share premium
and authorised share capital for all shares of Hong Kong
incorporated companies are abolished. Any amount received
for issuing equity shares of a company on or after 3 March 2014
should be recorded as part of share capital. The effect of this
transition on the Company is to subsume balance in the share
premium account into share capital as set out in section 37 of
Schedule 11 of the NCO. There is no impact on the number
of shares in issue or the relative entitlement of any of the
shareholders.

In addition, the requirements of Part 9 “Accounts and Audit”
of the NCO came into operation as from the Company’s
first financial year commencing on or after 3 March 2014 in
accordance with section 358 of the NCO. The Group is in the
process of making an assessment of expected impact of the
changes in the NCO on the consolidated financial statements in
the period of initial application of Part 9 of the NCO. So far the
Group has concluded that the impact is unlikely to be significant
and only the presentation and the disclosure of information in
the consolidated financial statements will be affected.
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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.

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. Identifiable 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.
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2.2 Consolidation (continued)

B R& PoE

(@)  Subsidiaries (Continued)

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.

In the Company’s statement of financial position the investments
in subsidiaries are stated at cost less allowances for impairment.
The results of subsidiaries are accounted for by the Company on
the basis of dividend received and receivable.
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2.2 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.
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2.2

Consolidation (Continued)
(c) Associates

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

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

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.
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2.2 Consolidation (continued)

(c) Associates (Continued)

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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2.3 Interest income and expense

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

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

Once a financial asset or a group of similar financial assets has been
written down as a result of an impairment loss, interest income is
recognised using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.
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(Expressed in thousands of Hong Kong dollars)

2.4 Fee and commission income and expense

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

2.5 Dividend income

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

2.6 Financial assets
2.6.1 Classification

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

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

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

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

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

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

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

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

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

(d)  Held-to-maturity

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

2.6.2 Reclassification

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

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

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

2.6.3 Recognition and measurement

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

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

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

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

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

(b) Loans and receivables

Loans and receivables are carried at amortised cost less any
impairment loss. For loans and receivables that are subject
to fair value hedge arrangements, the hedged elements of the
loans and receivables hedged are carried at fair value.
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(Expressed in thousands of Hong Kong dollars)

2.6 Financial assets (Continued)

2.6.3 Recognition and measurement (Continued)

(c) Available-for-sale

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

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

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

(d)  Held-to-maturity

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

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

held-to-maturity investments.
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(@) Assets carried at amortised cost

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

The criteria that the Group uses to determine that there is

objective evidence of an impairment loss include:

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

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

. Breach of loan covenants or conditions;

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

° Downgrading below investment grade level.

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

2.7

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

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

market price.

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

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

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

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

When a loan is 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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(Expressed in thousands of Hong Kong dollars)

2.7

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

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

(c)  Renegotiated loans

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

2.8 Financial liabilities

Financial liabilities are classified into two categories: financial

liabilities at fair value through profit or loss and other financial

liabilities. All financial liabilities are classified at inception and

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

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

(@

Financial liabilities at fair value through profit or loss

This category has two sub-categories: financial liabilities held

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

loss at inception.

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

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

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

fair value are recognised in the income statement.

A financial liability is typically classified as fair value through

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

(i)

(i)

(i)

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

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

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

2.8 Financial liabilities (Continued)

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

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

(b)  Other financial liabilities

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

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

2.9 Derivative financial instruments and hedge accounting

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

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

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

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

(@)  Fair value hedge

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

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

2.9 Derivative financial instruments and hedge accounting
(Continued)

(b)  Derivatives that do not qualify for hedge accounting

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

2.10 Offsetting financial instruments

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

2.12 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, Insurance Business, and Others.

2.14 Foreign currency translation
(@)  Functional and presentation currency

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

2.14 Foreign currency translation (Continued)

(b)  Transactions and balances

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

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

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

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

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

follows:

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

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

(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)

2.15 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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(Expressed in thousands of Hong Kong dollars)

2.16 Investment properties

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

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

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

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

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

The fair value of investment property reflects, among other things,

rental income from current leases and assumptions about rental
income from future leases in the light of current market conditions.
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(Expressed in thousands of Hong Kong dollars)

2.16 Investment properties (Continued)

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

Changes in fair values are recognised in the income statement.

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

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

2.17 Goodwill and intangible assets

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

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

2.17 Goodwill and intangible assets (Continued)

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

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

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

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

2.19 Current and deferred income tax

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

2.19 Current and deferred income tax (Continued)

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

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

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

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

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

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

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

The Group’s contributions to the mandatory provident fund
schemes and defined contribution retirement schemes are
expensed as incurred. Other than mandatory provident fund
contribution, the Group’s contributions may be reduced by
contributions forfeited by those employees who leave prior to
vesting fully in the contributions.

(b)  Share-based compensation

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

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

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

2.20 Employee benefits (Continued)
(c) Employee leave entitlements

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

(d) Bonus plans

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

2.21 Provisions

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

are not recognised for future operating losses.

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

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

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

(b)  Finance lease

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

Where the Group is a lessor under finance leases, the amounts
due under the leases, net of unearned finance income, are
recognised as a receivable and are included in “Advances and
other accounts”. Finance income implicit in rentals receivable is
credited to the income statement over the lease period so as to
produce a constant periodic rate of return on the net investment
outstanding for each accounting period.
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(Expressed in thousands of Hong Kong dollars)

2.23 Fiduciary activities

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

2.24 Share capital

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

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

2.25 Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash
equivalents comprise balances with less than three months’ maturity
from the date of acquisition, including: cash, balances with banks
and other financial institutions, treasury bills, other eligible bills and
certificates of deposit and investment securities which are readily
convertible to cash and are subject to an insignificant risk of changes
in value.
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(Expressed in thousands of Hong Kong dollars)

2.26 Financial guarantee contracts

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

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

2.27 Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past
events and whose existence will only be confirmed by the occurrence
or non-occurrence of one or more uncertain future events not wholly
within the control of the Group. It can also be a present obligation
arising from past events that is not recognised because it is not
probable that an outflow of economic resources will be required or the
amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes
to the financial statements. When a change in the probability of an
outflow occurs so that outflow is probable, it will then be recognised
as a provision.

A contingent asset is a possible asset that arises from past events
and whose existence will be confirmed only by the occurrence or
non-occurrence of one or more uncertain events not wholly within the

control of the Group.
A contingent asset is not recognised but is disclosed in the notes

to the financial statements when an inflow of economic benefits is
probable. When such inflow is virtually certain, an asset is recognised.
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2.28 Insurance contracts

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

Insurance contracts are accounted for as follows:

(@ Premiums

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

(b) Commission expenses

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

(c) Claims and benefits

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

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

(e) Liability adequacy test

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

() Reinsurance contracts held

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

reinsurance contracts held.

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

due.

DAH SING FINANCIAL HOLDINGS LIMITED |

127



128

BRI

(LAEBEFThz5I7R)

2.28 REBEH (@)
(2) HAEZIREX (&)

AEESFROREEETREN G - &
ERXREEBERANREECRER - A%
EEMRIREEZREEEATRESHE
WA R EREERE R SR - AEBREF
e WK B\ A K981 07 9 B BB SR
MEHMFREERTERE - WRREK
REAEBRERDRE FEEKEZR
TERFE B

AEEZ EEXRBAXETNRAZHBRR - %F
EERS RN FHE  BXREEETIEE
ZRRAE AR - FAERBRDEREBZX
DB MIRERBRTIIEER T AIE R 2R
R At AREZBR/EE T ERRED
W WHHAEBEPERRAEEN TRZER

ERE-

AEEZERERREEERARIMTIULFR
R REABEZEBREZNES - BEERRE
A SEMEEZ ERRRARTRE - NEEE
HEGHRBREERRRRGUARRTS - Em
REREEHI 2B

ﬂﬁEﬁELﬁi%AMEZ¥ﬁﬁ§ﬂﬂ%ﬁ
HIT - EFERBHNTERE RERRAR
§§,\E (TR, /Akki¥2§/\i%§;Eié%J)EF+XZ§?Hi?37

RZEE  YAKBERRBENRZHESR
SEEEEMEE - 1 AMEZRAES
T EERREIE R

AFEemEERFRAR |

(Expressed in thousands of Hong Kong dollars)

2.28 Insurance contracts (Continued)
()  Reinsurance contracts held (Continued)

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

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

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

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

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

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

3.1 Strategy in using financial instruments

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

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

3.1 Strategy in using financial instruments (Continued)

The Group also trades in financial instruments where it takes
positions in exchange-traded and over-the-counter instruments,
including derivatives, to take advantage of short-term market
movements in equities and bonds and in currency 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.

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

3.2 Credit risk

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

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

3.2 Credit risk (Continued)

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

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

3.2.1 Credit risk measurement
(@) Loans and advances

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

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

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

3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)

(@) Loans and advances (Continued)

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

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

(b)  Credit-related commitments

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

(c) Debt securities and treasury bills

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

(d) Derivatives

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

P

3.2.1 Credit risk measurement (Continued)

(d)  Derivatives (Continued)

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

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

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

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

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

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

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

Irrespective of whether collateral is taken, all credit decisions are
based upon the customer’s or counterparty’s credit profile, cashflow
position and ability to repay.
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3.2 Credit risk (Continued)

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

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

° Mortgages over properties;

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

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

° Charges over deposits.

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

(b)  Debt securities

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

(c) Derivatives

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
(“ISDA”) 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.
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)
3.2.3 Impairment and provisioning policies

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

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

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

° Breach of loan covenants or conditions;

o Initiation of bankruptcy proceedings;

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

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

account.

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

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

P

3.2.3 Impairment and provisioning policies (Continued)

2014 2013
WEERE BIEZER
IEERERE IHEREREE
ERREBX Botk ERREBHK ERaNsd
B2tE  Impairment B2t Impairment
Loans allowance Loans allowance
and as a % of and as a % of
£8 Group advances loan balance advances loan balance
% % % %
487 Class
1—1E% 1 - pass 99.2 0.2 99.2 0.2
2—RRIEEE 2 — special mention 0.2 10.1 0.2 6.5
3— IR IAT 3 - sub-standard or below 0.6 4.7 0.6 44.6
100.0 100.0

ERARBZAXRTER ZEENDERME
HwogEm

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

F245 BRI @ AREARABERTRR
MR ZE10/ - RRERALRRESR - RiET
REBHEERRERL  AIESASERRE
B8Rk -

FE3MR [RAFAT | BEAKENIEFFTR
EFRZENEFIIH - ARERALRERRE
EERMEZREE KA 2K E B AKE
REBNBLEERZERRATER - BHA
EEARE R/ FFEBBRZER - XKHZEK
RIEBTE BT RERERSEEWD -

As far as the commercial banking business of the Group is concerned,
the credit ratings are broadly categorised as follows:

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

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

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

3.2.4 Maximum exposure to credit risk before collateral held

or other credit enhancements

£ Group 2014 2013
FHEEABERNEEZFERBRENT : Credit risk exposures relating to
on-balance sheet assets are as follows:
& RIERITH AR Cash and balances with banks 15,063,006 8,654,820
ERT1E12E A REE Placements with banks maturing
EPEEN between one and twelve months 5,626,019 4,314,389
BIEEERRNES Trading securities 7,082,517 6,577,308
EENATEGZBEEH AER Financial assets designated at fair value
MEmEE through profit or loss 9,627,563 8,626,280
TEeRmITE Derivative financial instruments 831,566 745,393
EFERKBR Loans and advances to customers
EAABER KRB Loans and advances to individuals
—EAR ~ Credit cards 4,057,656 4,162,473
—HIBER - Mortgages 29,109,305 27,122,139
— HA - Others 8,660,111 6,674,529
EERRER Loans and advances to corporate entities
—BHER - Term loans 29,903,231 27,590,155
—ZBE R - Mortgages 14,074,495 13,139,615
—E5mE - Trade finance 7,135,572 6,911,081
— HA - Others 12,289,676 12,377,528
BHEE Trade bills 7,384,057 5,925,648
Hh &= Other assets 6,514,742 5,737,876
BIETEER M ERFIEER Investments in securities included in
ZBERE the loans and receivables category - 1,137,631
AfEHERS Available-for-sale securities
—BESH - Debt securities 23,001,837 26,892,585
FEL BB S Held-to-maturity securities 11,047,201 5,843,905
191,408,554 172,433,355
FHEEABERIIMNEB ZEERBRENT : Credit risk exposures relating to
off-balance sheet items are as follows:
M EREREMEERBIABE Financial guarantees and other credit
related contingent liabilities 1,487,700 2,795,495
BFORSE R B A5 B 2 AR Loan commitments and other credit
related commitments 69,193,856 67,734,378
70,681,556 70,529,873
12 A31H At 31 December 262,090,110 242,963,228

AFEemEERFRAR |
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)

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

The above table represents a worst case scenario of credit risk
exposure for the Group at 31 December 2014 and 2013 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:

° 5% of the loans and advances portfolio are categorised in the
top grade of the internal rating system (2013: 6%);

° 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 (2013: 98%);

o Loans and advances to customers that are either individually
or collectively impaired constituted 0.35% (2013: 0.40%) of the
total loans and advances to customers; and

. 70% (2013: 75%) of the investments in debt securities and other
bills have at least an A- credit rating.
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3.2 Credit risk (Continued)

3.25 Loans and advances

Loans and advances to customers are summarised as follows:

£E3 Group 2014 2013
e B R (8 R DRUE Neither past due nor individually
impaired 103,540,813 96,240,434
BHAB R E R RE Past due but not individually impaired 1,340,946 1,356,146
ERIIVERIE Individually impaired 348,287 380,940
HE Gross 105,230,046 97,977,520
W OREEE Less: allowance for impairment (508,813) (442,026)
HRE Net 104,721,233 97,535,494
&£E Group 2014 2013
VERIEN=E/ONELEN Impaired loans and advances
— ERIEE (G (F)) — Individually impaired (Note (a)) 348,287 380,940
—FEREGFE(2)) - Collectively impaired (Note (b)) 20,179 15,355
368,466 396,295
BB ZERE Impairment allowances made
— ERIFAL (5 (")) — Individually assessed (Note (c)) (217,744) (244,294)
— e (E(2)) - Collectively assessed (Note (b)) (18,578) (13,838)
(236,322) (258,132)
132,144 138,163
HAEERLATE" Fair value of collaterals held* 169,394 92,205
REERKBRERFER K Impaired loans and advances
BRBE BN as a % of total loans and
advances to customers 0.35% 0.40%

*

. SR 2 A T AR B 2 T B R 0 Fair value of collaterals is determined at the lower of the market value of

. . collateral and outstanding loan balance.
% WEFRREEETE - ¢
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(Expressed in thousands of Hong Kong dollars)

3.2

3.2.5

Note:

Credit risk (Continued)

Loans and advances (Continued)

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

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

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

The total impairment allowance for loans and advances is
HK$508,813,000 (2013: HK$442,026,000), comprising an allowance
of HK$217,744,000 (2013: HK$244,294,000) for the individually
impaired loans and the overall collective impairment allowances
of HK$291,069,000 (2013: HK$197,732,000) 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 26.
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3.2 Credit risk (Continued)
3.2.5 Loans and advances (Continued)

(@) Loans and advances neither past due nor individually
impaired

The credit quality of the portfolio of loans and advances that
were neither past due nor individually impaired is normally

EHVERE - assessed based on the three broad gradings mentioned in Note
3.2.3.

RFERR

fiA(BEEF) i - BYAE

Individual (retail customers) Corporate entities Total loans

ERF E5RE and

£ Group Credit  RBEX At BHER  BRBER Trade Eft  advancesto

0145128318 At 31 December 2014 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
a5 Class:

1-E% 1 - pass 4001,781 28709991 8495624 29,800,290 13923338 6,847,083 11,644,961 103,423,048

-HHIER 2 - special mention - - - 18,500 31,923 31,122 16,689 104,234

3-REFT 3 - sub-standard or below - 297 954 11,184 1,026 - 70 13,531

At Total 4,001,781 28,710,288 8496578  29,829974  13956,287 6,884,185 11,661,720 103,540,813

RPEFR

fIA(ZEEF) ¥ i A

Indlividual (retail customers) Corporate entities Total loans

iR B5mE and

2B Group Credt  EEBEH iy FEER  EBEX Trade £t advancesto

013%12A31A At 31 December 2013 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
iV Class:

1% 1-pass 4108044 26,739,025 6558120 27,450,103 12,984,847 6707415 11,677,906 96,225,460

-FilEE 2 - special mention = = = = 11319 - 978 12,207

3-REBIHT 3 - sub-standard o below - 321 585 - 1,022 = 549 2,677

&t Total 4108044 26739346 6558705 27450103 12,997,388 6707415 11,679,433  96,240434

FERARIIA T AR IRIBE R E BHIR

a2 BRERKRE S RRIE

AFEemEERFRAR |

Mortgage loans in the sub-standard or below class were
assessed as not impaired after taking into consideration the
value and recovery of collaterals.
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3.2 Credit risk (Continued)

3.2.5 Loans and advances (Continued)

P

(b) Loans and advances past due but not impaired

RFERR
A (ZEEF) i ey
Individual (retail customers) Corporate entities Total loans
HiE LR and
£E Group Credt  REER Rt BHER  BBER Trade Eft  advancesto
145125318 At 31 December 2014 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
A1 ERINUT Past due up to 1 month 33,321 355,169 129,107 183,059 101,648 48,782 449,440 1,130,526
BE1ERNEZ3MAA 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

BHEAN 260 A 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 535900 1,340,946
REERRZATE" Fair value of collaterals* - 390,398 3,367 3,469 109,623 12,987 463,764 983,608
RFEFR
fAA(BEZP) ¥ #30E
Individual (retail customers) Corporate entities Total loans
AR ECEE and
£§ Group Credit RBER =) BHER REER Trade Eft advancesto
013%12A318 At 31 December 2013 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
fat AN RN Past due up to 1 month 34,448 334,907 91,050 = 131,514 38,179 517,040 1,147,147

PE1EANLEZMEA Past due more than 1 month

and up to 3 months 10,626 29,526 15,149 - 1,966 14,081 86,729 158,077

WEIEANLZ6MA Past due more than 3 months
and up to 6 months 5,860 320 5,982 - - 523 7,393 20,078
SE6EANE Past due more than 6 months 3,495 4,842 - - = 223 22,084 30,844
it Total 54,429 369,59 112,181 - 133,480 53,006 633455 1,356,146
REARRZDTE" Fair value of collaterals* - 367,188 3,329 - 183,102 10,647 565914 1,080,180

* ERmz A FEDREERRTELER
AEBGEH  MEFPREEME -

IR E R RBRE - HEERR A
FEDKEEFGEBEEZGET AN
E o BERHR ZERBZAFEDNZE
TG ERKFIRE E 18 B E 5 o

Fair value of collaterals is determined as the lower of the market

value of collateral and outstanding loan balance.

Upon initial recognition of loans and advances, the associated

collateral is valued based on valuation techniques for the

particular assets. In subsequent periods, the fair value of such

collateral is updated by reference to market price or indexes of

similar assets.
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3.2 Credit risk (Continued)
3.2.5 Loans and advances (Continued)
(c) Loans and advances to customers individually impaired

The individually impaired loans and advances to customers of
the Group before taking into consideration the cash flows from
collateral held is HK$348,287,000 (2013: HK$380,940,000).

The analysis of the gross amount of individually impaired loans
and advances by class, along with the fair value of the related

N collateral held by the Group as security, is as follows:
HEER-
fEA(2EZF) ¥ fERI
Individual (retail customers) Corporate entities Impairment
g5RE allowances -
&M Group REER it AHER  REER Trade At A3t individual
0145128318 At 31 December 2014 Mortgages Others  Termloans  Mortgages finance Others Total  assessment
[ARIAEE Individually impaired loans 4,385 5,254 60,198 8328 178,071 92056 348287 217,744
REEARRZATE" Fair value of collaterals* 4,385 3,391 6,509 7,304 91,168 56,637 169,394
WEER-
fAA(ZERF) i AR
Individual (retail customers) Corporate entities Impairment
EUET allowances -
£H Group REEH A AHER  REER Trade i A3 individual
013512 31A At 31 December 2013 Mortgages Others  Termloans  Mortgages finance Others Total  assessment
{ARIHEER Individually impaired loans 13,198 3,643 140,052 8,747 150,660 64,640 380,940 244,294
FEERm ATE" Fair value of collaterals* 13,198 - 8,829 8,318 32,211 29,649 92,205

* BERmz A FEDREERRTELER
REEGEH  MEFREEME

AFEemEERFRAR |

Fair value of collaterals is determined as the lower of the market
value of collateral and outstanding loan balance.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
3.2 EERK @ 3.2 Credit risk (Continued)
325 BHRB &) 3.2.5 Loans and advances (Continued)
(T) #5318 7L L2 EZ RS (d)  Loans and advances overdue for more than 3 months
iy BWHREEERERE ()  Gross amount of overdue loans
2014 2013
BHREE B (EE
BERAE B
Gross Gross
amount of {h#%  amount of fh4azE
overdue Bot overdue Bokt
£H Group loans % of total loans % of total
KREBRFER Gross advances to customers
4REE - which have been overdue for:
—3EAUE=6EA — six months or less but
over three months 97,112 0.09 100,260 0.10
—6MEAUEE1F — one year or less but
over six months 39,052 0.04 69,831 0.07
—1F U E - over one year 185,726 0.18 127,380 0.13
321,890 0.31 297,471 0.30
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3.2 EERK @ 3.2 Credit risk (Continued)
325 BHRB (&) 3.2.5 Loans and advances (Continued)

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

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

KERHE B BERq BERq At I
Outstanding Curent — FAEHG REREHH BRESERE  Impaiment

amount of market Portion  Portion not Other allowances -

£5 Group loans and valueof  coveredby  covered by credit risk individual

2014512/ 318 At 31 December 2014 advances collateral collateral collateral mitigation ~ assessment
BEAEEEPENREN  Overdue loans and advances

to customers 321,890 233,734 160,454 161,436 - 146,562

EFREH ERR HEERE—

AEEHH B gt gt EfiEE {EIRISHE

Outstanding Curent  FTAERH AeAdESH  BBAHEEE  Impairment

amount of market Portion Portion not Other  allowances -

£F Group loans and valueof ~ coveredby  covered by credit risk individual

20131231 H At 31 December 2013 advances collateral collateral collateral mitigation  assessment
BHKEEEPESREF  Overdue loans and advances

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

FRFF A E 2 RERF R IRBYE Collateral held mainly represented pledged deposits and

mortgage over properties.
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3.2 Credit risk (Continued)

3.2.5 Loans and advances (Continued)

() Rescheduled advances net of amounts included in

HE) overdue advances shown above
L4 1h#B%E
Bkt Baokt
£8 Group 2014 % of total 2013 % of total
BEPEXR Advances to customers 171,817 0.16 148,512 0.15
DERIER Impairment allowances = =
326 ESZ 3.2.6 Trade bills

M20146F12 A31H - AEEW HmEHREESI
& A LA E(20134F - @EAKRERIEA N EE61E
B2 B BEEAA475,000870) UREZEHEE
(20134 : f®) -

3.2.7 Wl # g
RERFHZWOERROT :

As at 31 December 2014, there were no trade bills that were overdue
for more than 3 months (2013: trade bills of HK$475,000 were overdue
for more than 3 months and up to 6 months) or impaired (2013: Nil).

3.2.7 Repossessed collateral

Repossessed collateral held at the year-end is as follows:

= Group 2014 2013

BELE Nature of assets
ek Repossessed properties 69,680 87,660
HAh Others 315 85
69,995 87,745

WEERR AR ATHERARRIE - BRRIERAN
WIER B2 BRARBEER -

fiy 51 7] £ 35 428 {& /566,228,000 % 7T (2013 4F :
67,860,000% T ) 2 1£ F B A 30 09 5 T H ¥
¥ DASEREDBERMEAR AR AL TAT
LA B R B o 3% 3K 30 G A 2 3R KT 52 38
ZHMEE| ETHRIERHE 2 EE - HEZ
BB AR LR -

Repossessed collaterals are sold as soon as practicable with the
proceeds used to reduce the outstanding indebtedness of the
borrowers concerned.

Certain other properties in the Mainland China with a total estimated
realisable value of HK$66,228,000 (2013: HK$67,860,000), which had
been foreclosed and repossessed by the Group pursuant to orders
issued by courts in the Mainland China, represent assets held by the
Group for resale and have been reported under “Other assets” in Note
38. The relevant loans had been derecognised.
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3.2 FERME @ 3.2 Credit risk (Continued)

328 EHEF 3.2.8 Debt securities
(FF) HFFREIEIS T 2 R AT (a)  Analysis by rating agency designation
TERIRN20144F % 2013412 A 31 Bi% The table below presents an analysis of debt securities by rating
FERMIBTE E 2 AR DT 2 ETEFE S o agency designation at 31 December 2014 and 2013.

BFEE BEN TUHEERE BZUERE BRR
BBEE  AVEHE  Available- Held-to- EXFE

8 Group Trading  Designated for-sale maturity Loans and &t
20145128318 At 31 December 2014 assets  atfairvalue investments investments  receivables Total
AAA AAA 245 269,232 1,072,104 11,911 - 1,353,492
AA-ZAA+ AA- to AA+ 6,849,743 665,474 6,120,273 1,618,200 - 15,253,690
A-ZA+ A-to A+ 374 3,021,922 9,950,640 3,601,529 - 16,574,465
B SBERA- Rated but lower than A- - 1,376,079 3,939,888 1,780,292 - 7,096,259
FER Unrated - 1,334,635 1,918,932 4,035,269 - 7,288,836
) Total 6,850,362 6,667,342 23,001,837 11,047,201 - 47,566,742

FEEE BELN UHHERE HEIHRE Bk

figdE  ATEHE  Avalable- Held-to- FEUEE
£H Group Trading  Designated for-sale maturity  Loans and At
201312 A31H At 31 December 2013 assets  atfairvalue  investments investments  receivables Total
AAA AAA 10,240 427,913 1,377,938 12,116 - 1,828,207
AA- Z AA+ AA- to AA+ 6,325,368 912,095 7,016,032 897,513 - 15,151,008
A-ZA+ A-to A+ 103 2,605,414 12,751,217 1,923,077 37,220 17,317,031
B SBERA- Rated but lower than A- - 1,240,068 4,085,888 860,978 1,100,370 7,287,304
RBR Unrated 77 825,180 1,661,510 2,150,221 41 4,637,029
= Total 6,335,788 6,010,670 26,892,585 5,843,905 1,137,631 46,220,579
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3.2 FERR@ 3.2 Credit risk (Continued)

328 EBEFES @) 3.2.8 Debt securities (Continued)
(2) HEERE RS T (b)  Analysis by overdue period
RN E FE R D 15 B R R E WK IE 2 3% Investments in securities which were classified as loans and
EIRE  RERER12 A31 B ABHOT receivables upon initial recognition, and were overdue at
TR ¢ the time of recognition, and which remain overdue as at 31

December are shown below:

£HE Group 2014 2013
R ERRE DB ARER K Investments in securities classified as
BRFIRZ FHIRE loans and receivables upon

initial recognition

%60 5 Overdue for

—1FUE - over one year - 41
RUETERE D EAER R ERFIB ZE The entire portfolio of investments in securities classified as
SEWERESHEEIRERD FtB B R loans and receivables upon initial recognition was recognised
&z BEEMBMRARER in the statement of financial position at a value after taking into

account the above overdue status.
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)

3.2.9 Concentration of risks of financial assets with credit risk
exposure

(@ Geographical sectors

Advances to customers by geographical area are classified
according to the location of the borrowers after taking into
account the transfer of risk. In general, risk transfer applies
when an advance is guaranteed by a party located in an area
which is different from that of the borrower.

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

2014 F 20134

124318 12 A31H

At At

31 December 31 December

£E Group 2014 2013
REERBEE Gross advances to customers

—&B8 - Hong Kong 83,856,418 77,492,360

— - China 8,278,746 8,890,132

—RPFg - Macau 11,435,277 10,187,485

— A - Others 1,659,605 1,407,543

AFremEEFRAR |

105,230,046 97,977,520




P e

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

3.2 =ER@m
329 BEECEREZEHEES AREE

3.2 Credit risk (Continued)

3.2.9 Concentration of risks of financial assets with credit risk

HEE (&) exposure (Continued)
(F) B ) (a) Geographical sectors (Continued)

TRAEAEBZETHBEARNBEBAER X The following table analyses the cross-border claims of
B BHERERERITOERNTRZ

BIREROM -

the banking subsidiaries of the Group in relation to loans
and advances, investments in securities, and balances and
placements with banks.

BITREA
SEKE
Banks DNERE
£E Group and other Public
20145128318 At 31 December 2014 financial sector Hit s
BEBT In millions of HK$ institutions entities Others Total
TAE  TeEEBEA Asia Pacific excluding Hong Kong 25,948 2,041 22,022 50,011
EERFEE North and South America 911 548 2,122 3,581
BOM Europe 5,672 - 359 6,031
32,531 2,589 24,503 59,623
RITREAM
RS
Banks NE RS
S Group and other Public
201312 A31H At 31 December 2013 financial sector Hil HBEt
BEATL In millions of HK$ institutions entities Others Total
TAE  TEEEBEA Asia Pacific excluding Hong Kong 20,456 254 17,165 37,875
tEREE North and South America 213 775 2,332 3,320
B Europe 2,544 - 867 3,411
23,213 1,029 20,364 44,606

biESERENEERMERNER
% RERX S H T H0 P T 3 5 E 51
WXSHFHREEEHORERR - —KRME
ERSGHFNERRHETRBERN S —
FHER - RETERE —HRITNENIND
T MEABEERTRAMNER 7 &
RERE -BEREEES—BHR -

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

3.2 Credit risk (Continued)

3.2.9 Concentration of risks of financial assets with credit risk

152

HEE (&)
(Z2) 7%

BEFERBB—RIEREFAEDR

exposure (Continued)

(b)  Industry sectors

Gross advances to customers by industry sector classified

according to the usage of loans

£E Group 2014 2013
EEBFERANER Loans for use in Hong Kong
TrE& Rt Industrial, commercial and financial
I EX - Property development 1,741,185 2,015,552
—MEKE - Property investment 15,752,867 15,122,078
— @b - Financial concerns 821,938 740,178
—BREL&L — Stockbrokers 133,234 109,264
—BEETERE — Wholesale and retail trade 4,497,466 4,006,724
—BUIEE - Manufacturing 2,971,483 1,975,672
— B BB - Transport and transport equipment 4,612,041 5,050,680
—BREEE - Recreational activities 277,832 300,505
— BB - Information technology 22,938 24,916
—HA — Others 5,036,198 3,571,083
35,867,182 32,916,652
EA Individuals
—-BE [FEAEEFE] - — Loans for the purchase of flats in
[RAZEERETE Home Ownership Scheme, Private
M IHEEHEREE] Sector Participation Scheme and
BFER Tenants Purchase Scheme 962,720 1,080,873
—BEEMIFEYERER — Loans for the purchase of other
residential properties 19,451,578 18,041,141
—fERARER — Credit card advances 3,838,208 3,949,544
— HAh - Others 8,355,472 6,880,302
32,607,978 29,951,860
EEAFERNER Loans for use in Hong Kong 68,475,160 62,868,512
BE5mE (7(1) Trade finance (Note (1)) 6,517,342 5,918,454
EBRBAIMERNER (@) Loans for use outside Hong Kong
(Note (2)) 30,237,544 29,190,554
105,230,046 97,977,520
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(Z) 7@

(1) EMSRzBSMERSETEEHMER
BEBEER])ZH 2 HEAESImHE
AEBED HOMBOMRME - UKE
RESMEEZER -

THREBEZESGREER(BERM
RITAR AR ([ RFIRTT]) ZIBIMRITH
BARET2ESRE)#E618,230,000
#7t(20134 12 31 B : 992,627,000 7%
TP BERIERBUIMERNER AT °

(2 HEEEUIMERNESRBRERTEERF
BEEBAIMEBZER

3.3 WmiHEMR

[RECIEN - kEi = R M B YNEI Tk SN A E €
BE  ABEREERERIMER ZEERR -

BERGZMERBROHESS  BREENS
REBGLMERRERBZESREFERT
ZHET iz fe 2 S IAR R IR B M 4R 5| RER IR - B
IR FIRAR A B A S 3% B dn M R RS 28 Bl A%
E-RERBEEBETRETHE  LARE -
R ERTSRREE(MSERERE] Z
EE-MASRTSRABNEERAEZESRE
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BB IR K Ba PR 1) Th— (BB < AR E TR R R
P BELBRERMEFLRE - AHZR - 5
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FREBBHETZEXKTEA - AT RERS
MEBRBERRREEFREEEEE-ME
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P E

(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)

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

(b)  Industry sectors (Continued)

Note:

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

Trade finance loans not involving Hong Kong (including trade
finance extended by the overseas subsidiary banks of Dah Sing
Bank, Limited (“DSB”) totalling HK$618,230,000 (31 December
2013: HK$992,627,000) are classified under Loans for use outside
Hong Kong.

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

3.3 Market risk

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

sheet positions arising from movements in market rates and prices.

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

3.3 Market risk (Continued)

Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank (China)
Limited (“DSB China”), which are subsidiaries of 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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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

@

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

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

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

As VaR constitutes an integral part of the Group’s market
risk control regime, VaR limits are established and
reviewed by the Board and its delegated committees
at least annually for all trading positions and allocated
to business units. Actual exposures, including VaR,
are monitored against limits on a daily basis by RMCD.
Average daily VaR for the Group for all trading activities
during the year was HK$1,821,000 (2013: HK$1,453,000).
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3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

@

(b)

HBE2014512H31H

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

Stress tests provide an indication of the potential size of
losses that could arise in extreme conditions. The stress
tests carried out by 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.

The results of the stress tests are reviewed by the Board

and its delegated committees regularly.

VaR summary of trading portfolio

HZE2013F 12 A31H

1E12{8 A IE12{8 A

12 months to 31 December 2014 12 months to 31 December 2013

AFEemEERFRAR |

F1g BS BIE 15 &= i

Group Average High Low Average High Low

47N GEE [ gz Foreign exchange risk 1,396 2,166 706 934 1,529 450
i e Interest rate risk 1,089 3,201 240 1,058 2,193 330
e All risks 1,821 3,460 1,120 1,453 2,625 689
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(Expressed in thousands of Hong Kong dollars)

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

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

(@)  Market risk measurement technique

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

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

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

The Group has limited net foreign exchange exposure
(except for USD, Macau Pataca (“MOP”) and Renminbi
(“RMB”)) as foreign exchange positions and foreign
currency balances arising from customer transactions are
normally matched against other customer transactions or
transactions with the market. Foreign exchange exposure
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.
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(b)

Sensitivity analysis of non-trading portfolio (Continued)

(i) Foreign exchange risk (Continued)

At 31 December 2014, 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$10 million higher (2013: HK$16 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$10 million lower (2013: HK$16 million lower).

(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.
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(b)

Sensitivity analysis of non-trading portfolio (Continued)

(i) Interest rate risk (Continued)

At 31 December 2014, 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 economic value would have
been HK$201 million lower (2013: HK$193 million lower)
and HK$843 million lower (2013: HK$970 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 2013 and 2014.

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

£8 Group BT E gk AR® Hit &5t
2014128318 At 31 December 2014 HKD usb MOP RMB Others Total
BE Assets
Re REFITNER Cash and balances with banks 2,339,219 8,898,780 387,453 2,650,887 786,667 15,063,006
ERT1E12(AR Placements with banks maturing

AT between one and twelve months 184,815 3,259,400 77,670 1,970,543 133,501 5,626,019
BIEEERENES Trading securities 6,923,639 153,633 - 374 4,871 7,082,517
RENATEHEAEES Financial assets designated at

STABENEREAE fair value through profit or loss 1,813,901 7,473,710 = 102,725 237,227 9,627,563
ITHEERTA Derivative financial instruments 28,878 740,731 = 691 61,266 831,566
REEFREAMERE Advances and other accounts 82,122,900 15,985,975 5812,619 13,844,343 828,092 118,593,929
EREES Available-for-sale securities 2,142,558 20,585,775 636 673,141 322,393 23,724,503
FEIESES Held-to-maturity securities 1,225,354 7,401,151 920,497 1,139,908 360,291 11,047,201
SREEST Total financial assets 96,781,264 64,499,245 7,198,875 20,382,612 2,734,308 191,596,304
af Liabilities
BITER Deposits from banks 60,580 1,505,241 101 255 6,290 1,572,467
fTAESRIA Derivative financial instruments 25,820 1,088,035 = 77 103,186 1,217,118
FIEEERENER Trading liabilities 5,597,614 - - - - 5597,614
REEH Deposits from customers 94,434,033 15,340,525 7,172,810 18,004,345 5,964,922 140,916,635
BRTNESE Certificates of deposit issued 5,799,744 310,033 - - - 6,109,777
BERETNEBES Issued debt securities = = - - - -
RIEER Subordinated notes - 4,090,005 - = 1,301,352 5,391,357
HifR B RER Other accounts and accruals 3,216,529 1,626,521 512,120 538,458 77,673 5,971,301
SREESH Total financial liabilities 109,134,320 23,960,360 7,685,031 18,543,135 7,453,423 166,776,269
BESERLERTE Net on-balance sheet positions (12,353,056) 40,538,885 (486,156) 1,839,477 (4,7119,115) 24,820,035

BESERMNFRERTE" Off-balance sheet net notional

positions* 25,959,998  (31,542,058) - 350,426 5,169,750 (61,884)
EEARE Credit commitments 62,216,083 3,930,806 495194 3,848,740 190,733 70,681,556
* BEABRIMIAEZH FRETEANBEARSE * Off-balance sheet net notional positions represent the net notional
BEINESFER ZIINESBMITETANERTF amounts of foreign currency derivative financial instruments which
5o are principally used to reduce the Group’s exposure to currency
movements.
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(ABEET TThALFR) (Expressed in thousands of Hong Kong dollars)
3.3 WA @ 3.3 Market risk (Continued)
3.3.3 JMEREE @) 3.3.3 Currency risk (Continued)
£E Group BT e R ARE it =
2013512 A31H At 31 December 2013 HKD UsD MOP RMB Others Total
BE Assets
BE RERITHELR Cash and balances with banks 1,222,050 1,453,862 446,333 4,905,737 626,838 8,654,820
ERT1E12(8AR Placements with banks maturing

HERTR between one and twelve months 113,166 1,370,593 72,815 2,757,815 = 4,314,389
RIEEBERZNES Trading securities 6,435,294 136,057 = 180 5,777 6,577,308
BENATEHEAEEY Financial assets designated at fair

FABRREREE value through profit or loss 1,390,666 6,950,197 - 118,336 167,081 8,626,280
fTAESRIA Derivative financial instruments 26,945 664,377 - 212 53,859 745,393
REEFR MRS Advances and other accounts 77,097,251 13,644,631 5,032,486 12,913,548 1,570,253 110,258,169
EHERS Available-for-sale securities 2,298,552 24,206,792 490 649,869 263,696 27,439,399
BRI S Held-to-maturity securities 549,637 3,182,948 756,852 951316 403,152 5,843,905
SHEEA Total financial assets 89,133,561 51,629,457 6,308,976 22,297,013 3,090,656 172,459,663
B Liabilities
BTN Deposits from banks 59,591 1,886,917 256 30,574 17,959 1,995,297
fTASRIA Derivative financial instruments 30,834 925,919 - 126 202,164 1,159,043
RIEEERZNEE Trading liabilities 3,362,473 = = = - 3362473
REEHR Deposits from customers 81,193415 14,431,450 6,366,414 19,323,642 6,905,519 128,220,440
BEINENE Certificates of deposit issued 5,356,465 775,465 631 - - 6,132,561
BRTNERES Issued debt securities = 775,385 = = = 775,385
BERK Subordinated notes - 2357559 = - 1363978 3,721,537
HilR B RER Other accounts and accruals 3,178,070 1,338,112 708,387 532,933 88,512 5,841,014
¢BEEA: Total financial liabilities 93,180,848 22,490,807 7,070,688 19,887,275 8,578,132 151,207,750
EERBRLRETE Net on-balance sheet positions (4,047,287) 29,138,650 (761,712) 2,409,738  (5487,476) 21,251,913
BEABRINGREEFE Off-balance sheet net notional

positions* 14,936,216 (20,270,486) 249,867 (163,843) 5,170,315 (77,931)

EERE Credit commitments 61,463,280 4,261,313 454,286 4,187,601 163,393 70,529,873
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3.3 WA @
3.34 FIEEE

TREINAEEZFERR - RABEAEEZ
FHSHETECEREERAGE  WIRBEERX
BekBIHA (ARFEERE) DR -

3.3 Market risk (Continued)
3.3.4 Interest rate risk

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

3EALL 1EH)L
3R 3E B5E
T Over Over SELLE 8

£@ Group 3 months 3 months 1 year Over  Non-interest ait
20145128318 At 31 December 2014 or less to1year to 5 years 5 years Bearing Total
&E Assets
ReRERINES Cash and balances with banks 12,772,888 615,806 = = 1,674,312 15,063,006
ERTIE12EAR Placements with banks maturing

pih-chofe between one and twelve months 2,379,505 3,246,514 = = = 5,626,019
RIEEERROES Trading securities 2,051,864 4,769,256 29,242 = 232,155 7,082,517
BENATEHEEEES Financial assets designated

TABRNEREAE at fair value through profit or loss 113,889 125,781 2,072,332 4,345,520 2,970,041 9,627,563
fTEEMIA Derivative financial instruments - - - - 831,566 831,566
ZBETREMERE Advances and other accounts 83,365,215 10,576,771 11,120,258 6,104,592 7427,003 118,593,929
A EES Available-for-sale securities 2,417,059 2,004,641 12,465,601 6,034,710 712,492 23,724,503
FEIEER Held-to-maturity securities 2,239,146 2,217,820 6,560,573 29,662 = 11,047,201
SREERH Total financial assets 105,339,566 23,646,589 32,248,006 16,514,484 13.847,659 191,596,304
g Liabilties
KOER Deposits from banks 1,501,734 - - - 70,733 1,572,467
fiEeRIA Derivative financial instruments - - - - 1,217,118 1,217,118
RIEEERRVER Trading liabilties 3,016,569 2,533,351 47,694 - - 5,507,614
EPREH Deposits from customers 117,085,242 19,003,732 789,799 - 3817862 140,916,635
BRINENE Certificates of deposit issued 2,460,682 1,014,801 2,634,294 - - 6,109,777
BREAMELES Issued debt securities - - - - - -
fhiERT Subordinated notes - - 3,516,676 1,874,681 - 5,391,357
HioiRE R Other accounts and accruals - - - - 5,971,301 5,971,301
SREEAT Total financial liabilities 124,064,227 22,771,884 6,088,463 1,874,681 11,077,014 166,776,269
NEgBEEAT (REHR) Total interest sensitivity gap (unadjusted)  (18,724,661) 874,705 25,059,543 14,639,803
AEfTETARH 8 Effect of interest rate derivative contracts 2,646,315 409,492 712,52 (3,842,627)
NESRERAT (£%) Total interest sensitivity gap (adjusted)* (16,078,346) 1,284,197 25,972,069 10,797,176
* REARN EHBEENIREEBBRRANEEM * Unadjusted interest sensitivity gap is determined based on positions of

BENRERET KRENSGREBEFTA
BRI = @R EITEV AR AT A T EA KRR
Ro 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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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.4 Interest rate risk (Continued)

P E

3fEANE 155k
3faA EE E5F
FUT Over Over SENE iR

£E Group 3 months 3 months 1 year Over  Non-interest At
013% 12318 At 31 December 2013 or less to 1 year to 5 years 5 years Bearing Total
EE Assets
e RS TR Cash and balances with banks 7,772,701 15,508 - - 866,611 8,654,820
R Z12[AR Placements with banks maturing

HEeER between one and twelve months 1917847 2,061,845 134,697 - - 4,314,389
HEEERRNES Trading securities 631934 5,368,325 335,529 - 241,520 6,577,308
KENATEZEERY Financial assets designated

TABRNEHAE at fair value through profit or loss 433,200 121,603 1,166,997 4,284,623 2,619,857 8,626,280
fTEERIA Derivative financial instruments - - - - 745,393 745,303
ERETREMERA Advances and other accounts 85,036,747 8,474,033 9,791,152 727,150 6,220,087 110,258,169
A ERS Available-for-sale securities 920,544 1,992,504 18,980,495 4,994,214 551,642 27,439,399
HENEES Held-to-maturity securities 1,453,849 1,675,082 2,682,714 32,260 - 5,843,905
SREERH Total financial assets 98,166,822 19,908,900 33,091,584 10,038,247 11254110 172,459,663
i Liabilities
ROER Deposits from banks 1,759,613 - - - 235,684 1,995,297
TEERTEA Derivative financial instruments - - - - 1,159,043 1,159,043
HEEERANER Trading liabilties 478,501 2,767,145 116,827 - - 3,362,473
RPER Deposits from customers 102,519,581 19,073,739 1,608,375 164,673 4854072 128,200,440
BERENE Certficates of deposit issued 2,259,279 2,107,785 1,765,497 - - 6,132,561
BRINERESF Issued debt securities 775,385 - - - - 775,385
RERK Subordinated notes = = 1,850,719 1870818 = 3,721,537
HiE RER Other accounts and accruals 413,993 - - - 5,427,021 5,841,014
SREEAT Total financal liabilities 108,206,352 23,048,669 5,341,418 2,035,491 11675820 151,207,750
MEBBEE A (RERE) Total interest sensitivity gap (unadjusted)* (10,039,530) (4039.769) 27,750,166 8,002,756
MEfTETARH 2 Effect of interest rate derivative contracts 4,206,603 2,950,892 (4,061,258) (3,130,229)
HEgREE A (B5E) Total interest sensitivity gap (acjusted)" (5,812,927 (1,088877) 23,688,908 4,872,527
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk

Liquidity risk is the risk that the Group is unable to 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 liquidity ratio 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. During the period, the Group had maintained
a sufficiently high liquidity ratio well above the statutory minimum of
25%.

Moreover, the Group maintains the liquidity risk management
framework in accordance with the requirements set forth in the
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. During
the year, the HKMA has conducted a series of consultations in relation
to the implementation of the new liquidity standards under the Basel
Il framework in Hong Kong. In particular, authorized institutions
are classified into 2 categories, taking into account of their nature,
size and complexity of operations. Category 1 banks are subject to
Liquidity Coverage Ratio requirement while Category 2 banks have to
comply with the Liquidity Maintenance Ratio, which is an enhanced
version of the existing Liquidity Ratio.
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

Liquidity risk management is governed by the policy and framework
approved by the Board, which delegates to the Group’s ALCO to
oversee liquidity risk management. The ALCO regularly reviews the
Group’s loan and deposit mix and changes, funding requirements
and projections, and monitors a set of liquidity risk metrics,
including the liquidity ratio and maturity mismatch on an ongoing
basis. Appropriate limits or triggers on these risk metrics are set
and sufficient liquid assets are held to ensure that the Group can
meet all short-term funding requirements. The Treasury Division is
responsible for the day-to-day management of funding and liquidity
position while the RMCD is responsible for the measurement and
monitoring of liquidity risk exposures on a daily and monthly basis,
and also conducting liquidity analysis and stress testing. The Financial
Control Division handles regulatory reporting in relation to liquidity
risk, and coordinates the regular forecast of loans and deposits, and
liquidity ratio, budget and analysis relating to liquidity and funding
management.

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.
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

The monitoring and reporting take the forms of cash flow measurements
and projections for different time horizons, including the next day, week
and month, which are key periods for liquidity management. The starting
point for those projections is an analysis of the contractual maturity of
the financial assets and liabilities as well as the expected maturity of
these assets and liabilities based on historical observations. The cash
flow projections also take into account the historical behaviour of off-
balance sheet items, including undrawn lending commitments and
contingent liabilities such as standby letters of credit and guarantees.
A liquid asset portfolio is held to withstand unexpected shortfall in
net cash flow. Debt securities held are marked to the market on daily
basis to ensure their market liquidity. The Group performs stress
testing regularly, which includes an institution-specific crisis scenario,
a general market crisis scenario and a combination of these crisis
scenarios in order to assess the potential impact on its liquidity position
under stressed market conditions and has formulated a contingency
plan that sets out strategies for dealing with liquidity problems and
the procedures for making up cash flow deficits (e.g. conducting repo
transactions or liquidation of assets held for liquidity risk management
purpose) in emergency situations. Intragroup transactions are
conducted on arms-length basis and are treated the same way as other
third party transactions for the purpose of cash flow projection under
normal scenario. Subsidiaries of the Group are required to manage their
liquidity positions to meet their needs under both normal and stressed
conditions.
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3.4 REBELEMR@m 3.4 Liquidity risk (Continued)
342 FRIHZH 3.4.2 Maturity analysis
TEROMAEEIZRERREEBASHEHAK The table below analyses the Group’s assets and liabilities into
HERAEREAE (NER) ZRGEHRE EZEER relevant maturity groupings based on the remaining period at the
BfE - end of the reporting period to the contractual maturity date or, where
applicable, the earliest callable date.
1AL 3fEAKL
B3@ANT E3E:3 1E0L
PHEE  1fARENAT  Smonthsor Over B5F

£8 Group Repayable Upto  lesshut over 3months  Over1 year SENL EIHAS &it
014512531 B At 31 December 2014 on demand 1 month 1 month to1 year to5years  Over5years Indefinite Total
BE Assets
ReRERINES Cash and balances with banks 2,816,990 12,095,209 100,495 50,312 - - - 15,063,006
ERTIZ120AR Placements with banks maturing

SEhER between one and twelve months - 15,307 2,208,455 3,314,351 67,906 - - 5,626,019
W Egﬁ%@ﬁ’]iﬁ“ Trading securities - 366,993 1,676,964 4,761,251 45,154 - 232,155 7,082,517

WATEFEEARS  Financial assets designated

W\Tﬁfmﬁ’]ﬂ@ﬁ? at fair value through profit or loss - 100,456 13433 125,781 2,072,332 4,355,341 2,960,220 9,627,563
fEeRIA Derivative financial instruments - 50,517 38,998 107,571 387,731 246,749 - 831,566
REER &Hﬁtﬁ%a Advances and other accounts 762213 13170101 13002564 18420263 3025455 33,185,899 2026333 118,593,929

AHER Available-for-sale securities - 248,532 1,829,698 2,172,191 12,341,821 6,414,769 717,492 23,724 503

% ZHHES Held-to-maturity securities - 561,653 58,16 3,174,808 7,215,141 37483 - 11,047,201
SENAIRE Investment in an associate - - - - - = 3,746,918 3746918
LAZHERRE Investments in jointly controlled entities - - - - - - 65,694 65,694
HE Goodwil - - - - - - 950,992 950,992
BVEE Intangible assets - - - - - - 84,519 84,519
EREMEREE Premises and other fixed assets - - - - - - 2,074,058 2,074,058
REN% Investment properties - - - - - - 786,703 786,703
fEpEEE Current income tax assets - - - 3995 - - - 3995
ERfEEE Deferred income tax assets - - - - 80,501 - - 80,591
REEREHL Valug of in-force long-term lfe

CELL assurance business - - - S - - 2,018,068 2,018,068
BB Total assets 10,449,203 26,608,768 18,948,723 32,132,523 52,465,232 44,240,241 16563152 201,407,842
Bf Liabilties
ROER Deposits from banks 41,679 142,433 - 806,727 581,628 - - 1,572,467
fEeRIE Derivative financial instruments - 41,982 65,343 121,808 784,398 203,587 - 1217118
RIEEEREMNAE Trading liabilties - 98,500 2,918,069 2,533,351 47,69 = = 557,614
RPEH Deposits from customers 51,095,661 42,965,732 26,941,481 1,123,962 789,799 = - 14091663
BEANERE Certficates of deposit issued - 501,056 840,079 2,134,348 2,634,294 - - 6,109,777
BEINERES Issuied debt securities - - - - e 5 5 5
hEER Subordinated notes - - - - 5,391,357 - - 5,391,357
HfiRE RER Other accounts and accruals 187,886 1,289,354 633,765 926,067 634,596 - 2,299,633 5,971,301
JEmasE Current income tax liablities - - - 213,984 - - - 213,984
BEiEak Deferred income tax liabilties - - - - 94,398 - - 94,398
HRHRRANREREA  Liabilties to policyholders under

a1 long-term insurance contracts - - - - - = 10,205,811 10,205,811
84 Total liabilities 51,325,226 45,039,057 31,398,737 25,860,247 10,958,164 203,587 12,505,444 177,290,462
FRBEEE Net liquidity gap (40,876,023) (18,430,289) (12,450,014) 6,272,276 41,507,068 44,036,654 4,057,708 24117,380
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk (Continued)

3.4.2 Maturity analysis (Continued)

1EANE 3EANE
B3EAZNT EE 1M E
DEEE  1ERIMT  Imonthsor Over 35%

£8 Group Repayable Upto  lessbut over Imonths  Over 1 year SENE gl fi
MIE12ANA At 31 December 2013 on demand 1 month 1 month to 1 year to5years  Over5years Indefinite Total
EE Assets
BERERONLL Cash and balances with banks 3410699 5,057,270 186,851 = = = = 8,654,820
EHTIZ120AR Placements with banks maturing

Bt between one and twelve months - 2,113 1,938,085 2,331,774 19,417 - - 4,314,389
BERERENER Trading securities - 147493 481,050 5,358,136 349,109 - 241,520 6,577,308
BEALTEAEEAES  Financial assets designated

SABENSREE atfair vlue through profitor loss - 379,962 53,238 120603 108882 437046 2615609 8626280
fEeRIA Derivative financial instruments - 66,676 31,257 145,030 136,856 365,574 - 745,393
EEETRERER Advances and other accounts 7,625,339 10,367,071 11,840,545 14,824,216 31,743,994 31,015,856 2,841,148 110,258,169
IHHERR Available-for-sale securities - 383,988 39,426 2,101,347 19,368,782 4994214 551,642 27,439,399
REHERS Held-to-maturity securities - 262,603 - 1,675,082 3,866,127 40,093 - 5,843,905
VNGl Y Investment in an associate - - - = = = 3,304,993 3304993
LA EERE Investments in jointly controlled entiies - - - - - - 50,657 50,657
58 Goodwil - - - - - - 950,092 950,092
EVEE Intangible assets - - - - - - 88,230 88,230
EREHETEE Premises and other fixed assets - - - - - - 2,147,606 2,147,606
RENE Investment properties e - = s s = 589,965 589,965
fEmEEE Current income tax assets - - - S = = = =
ERfEEE Deferred income tax assets - - - - 22975 = = 2,975
REEREHL Valug of in-force long-term lfe

EMREEE assurance business - - - - - - 1,705,616 1,705,616
ZEA Total assets 11,036,038 16,690,176 14,570,452 26,557,188 56,596,082 40,782,783 15,096,978 181,329,697
&f Liabilties
Bt Depostsfrom banks 123,020 476,584 - - 13069 - - 19
fEeRIE Derivative financial instruments - 122,030 50,114 128,897 747,803 109,999 - 1,159,043
RIEEERENAE Trading liabilties - 477,501 1,000 2,767,146 116,826 - - 3362473
RPEH Deposits from customers 39,311,174 41,634,566 27945978 17,733,530 1,504,411 781 - 108220440
BEAIEE Certificates of deposit issued - 752,633 856,739 2,757,691 1,765,498 - - 6,132,561
BEINERES Issued debt securities - - - 775,385 - = = 775,385
f&EEH Subordinated notes - - - - 486,740 3,234,797 - 3,721,597
AR A RER Other accounts and accruals 286,952 797,870 840,056 1,203,264 285,173 = 2,427,699 5,841,014
Bl Current income tax liabilities - - - 217,521 - - - 217,521
EHEaR Deferred income tax liabilties - - - - 57,205 - - 57,225
HREBRBAOREREA  Liabilties to policyholders under

LBE long-term insurance contracts - - - - - = 8,813,069 8,813,069
BfEA3 Total liabilities 39,721,146 44,261,384 29,693,887 25,583,440 6,449,369 3,345,577 11,240,768 160,295,571
FrEkzR Net liquidity gap (28,685,108) (27,571,208) (15,123,435) 973,748 50,146,713 37,437,206 3,856,210 21,034,126
AFEemEEBRAT |
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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:

1EANL 3EANL
{B3@AFNUT BE 1E0E
UEEE  1@EAINT  3monthsor Over B5F
Repayable Upto lessbutover Imonths  Over1 year SENE #HAH it
&8 Group on demand 1 month 1 month to1year to5years  Over5years Indefinite Total
N14512A318 At 31 December 2014
FERan: Certificates of deposit held included in:
BRIEES Held-to-maturity securities - 124,762 - 1,822,615 - - - 1,947,377
01312 A 31H At 31 December 2013
BRERAN Certificates of depost held included n:
RENSES Held-to-maturity securities - - - 1,006,441 99,831 - - 1,106,272

BERABHREMNENEEMZZENELEHSE
BEEE+NER - HRETHEBRZKREE
T\EEEE’\JHWE&T\ﬁt B BWERITME - T2ME
FEeERE N ER - MEEHIFE iR R A
MeeS - 1ﬂm’§im§ﬂaﬂ|&z e

BEERAENIHERAABNRAERE B
M ERENES  EHEEERDES AR
K NEERZBAERRNEZRZE -

AEE R I ANE=TSREEEHHEZHND
RES @ BAERNERERER TR RIER
MBESHTREINAENSHE - HRRZEER
AERFHRKRIEABAPHRES - FARE
HEEZEEAENRENGNBESERLER
BRRAESHER -

The matching and controlled mismatching of the maturities and
interest rates of assets and liabilities are fundamental to the
management of the Group. It is unusual for banks to be completely
matched, as businesses transacted are often of uncertain term
and of different types. An unmatched position potentially enhances
profitability, but also increases the risk of losses.

The maturities of assets and liabilities and the ability to replace, at
an acceptable cost, interest-bearing liabilities as they mature are
important factors in assessing the liquidity of the Group and its
exposure to changes in interest rates and exchange rates.

Liquidity requirements to support calls under guarantees and
standby letters of credit are considerably less than the amount of the
commitment because the Group does not generally expect the third
parties to fully draw funds under the agreement. The total outstanding
contractual amount of commitments to extend credit does not
necessarily represent future cash requirements, as many of these

commitments will expire or terminate without being funded.
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual or expected
maturities

The table below presents the cash flows payable by the Group under
non-derivative financial liabilities, derivative financial liabilities that
will be settled on a net basis and derivative financial instruments that
will be settled on gross basis by remaining contractual maturities at
the end of the reporting period. The amounts disclosed in the table
are the contractual undiscounted cash flows, whereas the Group
manages the inherent liquidity risk based on expected undiscounted
cash inflows.

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

o Foreign exchange derivatives: over-the-counter (OTC) currency
options, currency futures, exchange traded currency options;

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

° Equity derivatives: equity options.

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

o Foreign exchange derivatives: currency forward, currency
swaps;
° Interest rate derivatives: interest rate swaps and cross currency

interest rate swaps; and
° Credit derivatives: credit default swaps.
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3.4 Liquidity risk (Continued)

P

3.4.3 Undiscounted cash flows by contractual or expected

LW ) maturities (Continued)
1EANLE EANRL
3EAAUT Ef 1HH0E
1BAZUT 3 months or Over B5E
£@ Group Upto1 less but over 3months  Over 1 year 5N E &5t
2014%12R31 8 At 31 December 2014 month 1 month to 1 year to5years  Over5years Total
FITETARER Non-derivative cash flow
aff Liabilities
BAFH Deposits from banks 186,562 2,925 808,988 581,649 = 1,580,124
EFER Deposits from customers 94,300,024 27,541,804 19,486,567 911,746 - 142,249,231
BIEEERBNEE Trading liabilities 98,500 2,918,086 2,533,739 49,166 - 5599,491
BRTNERE Certificates of deposit issued 508,734 856,259 2,197,660 2,717,075 = 6,279,728
BEINGEEES Issued debt securities - - - - - -
REER Subordinated notes 46,821 104,203 149670 4373224 1762569 6,436,487
HEHRBANREFBEAZARE  Liabilities to policyholders under
long-term insurance contracts 45,749 113,682 410,740 2,958,002 26,107,143 29,635,316
AfEE Other liabilities 1,263,032 338,968 541,841 573,138 - 2716979
BEAE(A0IER) Total liabilities (contractual
maturity dates) 96,458,422 31,876,017 26,129,205 12,164,000 27,869,712 194,497,356
fIETIARER Derivative cash flow
REBREEZTESRIA Derivative financial instruments
settled on net basis (19,344) (24,331) (36,475) (38,454) (2,933) (121,537)
BOBEE TESHTE Derivative financial instruments
settled on a gross basis
nHEE Total outflow 30,822,145 || 15,467,794 || 14,157,906 || 3,608,184 625,232 || 64,681,261
MAEE Total inflow (31,151,886) | | (15,434,730) || (13,944,027) | | (3,048,822) (360,394) || (63,939,859)
(329,741) 33,064 213,879 559,362 264,838 741,402

DAH SING FINANCIAL HOLDINGS LIMITED |

171



172

SRR

(LABREFThz5I7R)

3.4 HREBESRE @

343 BEKEIH AR EI R H 2K H

(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual or expected

ek e ) maturities (Continued)
1AM LR 3EAMKE
3EAFIAT 215 1R E
1EAZLAT 3 months or Over B5F
£H Group Upto less but over 3months  Over 1 year 5E £ A
2013%12A318 At 31 December 2013 1 month 1 month to 1 year to5years  Over 5 years Total
FTETARSR Non-derivative cash flow
afE Liabilities
B Deposits from banks 698,688 2,616 2545 1,398,357 - 2,102,206
ZFEH Deposits from customers 81,149,163 28,558,930 18,003,719 1,795,564 988 129,508,364
BIEEERBNEE Trading liabilities 477,501 1879 2,769,048 116,175 - 3,364,603
BEINENE Certificates of deposit issued 761,700 869,997 2,805,211 1,851,787 - 6,288,695
BRNERES Issued debt securities 27 - 775,411 - - 775,438
G Subordinated notes - 105,301 104,546 2,502,769 1,878,191 4,590,807
HEHRBANREHBEAZAR  Liabilities to policyholders under
long-term insurance contracts 107,895 206,351 637,970 2,846,822 24,044,791 27,843,829
Ethaf Other liabilities 983,766 553,330 1,006,468 223,026 - 2,766,590
BEAE(A0IHR) Total liabilities (contractual
maturity dates) 84,178,740 30,298,404 26,104,918 10,734,500 25,923970 177,240,532
(TETERER Derivative cash flow
REBEEZITESRIA Derivative financial instruments
settled on net basis (56,908) (70,008) (317,887) (121,973) (3,694) (570,465)
ROBEE TESHTE Derivative financial instruments
settled on a gross basis
it 5 Total outflow 24,579,061 || 12,559,345 || 15,435,214 3,525,468 695,410 || 56,794,498
FAEE Total inflow (04,507,882) | | (12,526,986) || (15,265,228) || (2,848,014) (451,826) || (55,599,936)
71,179 32,359 169,986 677,454 243,584 1,194,562

ARARENAAEAEREAERENEEREZE
ERRRE ERRRBTHNER  EREZHEE
LBEEES - RITERRBR  NIEFPERKE
Ko EAEEBT - BNRSOERER—FR
NEZEFEFHEEH - 1o BHEFLE
EEFEREFRAREREE AKEXLES
HEFEFMBRREINESRE (PN : @ETS)
ARERTZRBs I E £33 °

AremEEFRAR |

Assets available to meet all of the liabilities and to cover outstanding
loan commitments include cash, central bank balances, items in
the course of collection and treasury bills; loans and advances to
banks; and loans and advances to customers. In the normal course
of business, a proportion of customer loans contractually repayable
within one year will be extended. In addition, debt securities and
treasury bills have been pledged to secure liabilities. The Group
would also be able to meet unexpected net cash outflows by selling
securities and accessing additional funding sources such as asset-
backed markets.
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3.4 Liquidity risk (Continued)

3.4.4 Off-balance sheet items

TREFEATIESR : Included in the table below are the following items:
. ERHEETREPEEREMRE 2B FX . Loan commitments by reference to the dates of the contractual
E(EEEAEBEEABRINGRIAZ amounts of the Group’s off-balance sheet financial instruments

BHEEHEE)
s  REHRAABAR

that commit it to extend credit to customers and other facilities;

WER S N 2 B A 4 o Financial guarantees based on the conditions existing at the

1% reporting date as to what contractual payments are required;
. REBE AR AN Z T o] BUE KL & FH 4 & o The future minimum lease payments under non-cancellable
MARBSZ Mz XEHENRERE - & operating leases in respect of operating lease commitments

s BEFEMRBIENASE

where a Group company is the lessee; and

o
L]

Capital commitments for the acquisition of buildings and
equipment.

15 LR 1L % 5ELR

£ Group No later E56F Over =
2014512A31H At 31 December 2014 than 1 year 1-5 years 5 years Total
BRURIE Loan commitments 65,609,969 3,571,018 12,869 69,193,856
R BELR Guarantees, acceptances
Hi & RS and other financial facilities
— &K, - Acceptances 24,061 - - 24,061
—ERRERER - Guarantees and standby
letters of credit 773,616 129,244 83,315 986,175
—IREREEERT - Documentary and commercial
letters of credit 477,089 375 - 477,464
L IVEE N Forward forward deposits placed - - = =
TR Operating lease commitments 151,124 105,181 47,428 303,733
BARAENE Capital commitments 169,638 = = 169,638
CE Total 67,205,497 3,805,818 143,612 71,154,927
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3.4 Liquidity risk (Continued)

3.4.4 Off-balance sheet items (Continued)

1FAA 1F A& 5F LK
3] Group No later E54F Over A5
2013412 A31H At 31 December 2013 than 1 year 1-5 years 5 years Total
BRUEE Loan commitments 63,521,453 4,146,585 53,883 67,721,921
ER ALK Guarantees, acceptances
H fth & @b AR 7S and other financial facilities
— &, - Acceptances 948 - - 948
—ERRERER - Guarantees and standby
letters of credit 1,834,851 225,603 83,217 2,143,671
—REREEER - Documentary and commercial
letters of credit 650,876 - - 650,876
EETFR Forward forward deposits placed 12,457 - - 12,457
KRR KR Operating lease commitments 151,259 202,000 61,661 414,920
B Capital commitments 197,149 = = 197,149
CH Total 66,368,993 4,574,188 198,761 71,141,942

35 SRMEEREBFBEZAFE

(F) RNFEZETE

(@) Determination of fair value

3.5 Fair values of financial assets and liabilities

R¥he
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PR A B T B R
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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 actuaries 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)

3.5 Fair values of financial assets and liabilities (Continued)

(@)  Determination of fair value (Continued)

A financial instrument is regarded as quoted in an active market
if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service or
regulatory agency. A quoted price in an active market provides
the most reliable evidence of fair value and shall be used
whenever available. If a financial asset or a financial liability has
a bid price and an ask price, the price within the bid-ask spread
that is most representative of fair value in the circumstances is
used by the Group.

Where observable market quotation of financial instruments is
not directly available, the Group estimates the fair value of such
financial instruments by using appropriate valuation techniques
that are widely recognised including present value techniques
and standard option pricing models. In applying valuation
techniques for these financial instruments, the Group maximizes
the use of relevant observable inputs (for examples, interest
rates, FX rates, volatilities, credit spreads) and minimizes the
use of unobservable inputs. For 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.

DAH SING FINANCIAL HOLDINGS LIMITED |

175



176

BRI

(LAEBEFThz5I7R)

3.5 SREEREBBEZLAFE®@
(Z) INFlEEZR

REBEFEATIRBRESBEATFEF A
ERIAER2HEEM CBRFEQT
E :

ARl AR

1 AREERREERTSS 2 HE
(RAEAR) - ABABFERZBH £
2 AR o

2 BREIHABRZIHREN  HHE
EN B EREE (BIE) sk (A
REREH) WA BRE 2 BE - 2R
MBRAZEGIMTETEGH

3 EBEXABBEYIRENERZH
SR (TABRZEE) - A58
REABAREBO AR BT 2 EalE

AFEemEERFRAR |

(Expressed in thousands of Hong Kong dollars)

3.5 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
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
over-the-counter 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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3.5 Fair values of financial assets and liabilities (Continued)

(b)  Fair value hierarchy (Continued)

Assets and liabilities measured at fair value:

£H

Group

1R

g

ERE

A

=]
201412831 H At 31 December 2014 Level 1 Level 2 Level 3 Total
A Descriptions
WATEFERES Financial assets at fair value
FABRNEREE through profit or loss
HEBERS Held for trading
B E S Debt securities - 6,850,362 - 6,850,362
R EES Equity securities 225,695 6,460 - 232,155
EEUAATFEFERH Designated at fair value
ZH ABR through profit or loss
ERES Debt securities - 6,667,342 - 6,667,342
BaES Equity securities 1,871,491 850,730 238,000 2,960,221
PTEERMIA Derivative financial instruments
BEEERE Held for trading - 615,178 - 615,178
BEREL Held for hedging - 216,388 = 216,388
AN E 7 SREE Available-for-sale financial assets
BRES Debt securities - 22,997,009 4,828 23,001,837
EatES Equity securities 425,663 221,890 75,113 722,666
RATEFFEZEEAT Total assets measured at fair value 2,522,849 38,425,359 317,941 41,266,149
WATEFEREES) Financial liabilities at fair value
FAERNERERE through profit or loss
BIEEERR Held for trading - 5,597,614 - 5,597,614
TESMTA Derivative financial instruments
RIEEERZ Held for trading - 731,535 = 731,535
AR Held for hedging - 485,583 = 485,583
BATEFECABEAG Total liabilities measured at fair value - 6,814,732 = 6,814,732

RERFIGHEEZARNESCRHEER
FLmREEUEESRESFKRE - HESR
BEERBER/RRATESBOBZKARNET

N e

# £2014%12 431 H %2013 12 A 31
ALEE #SiResmEERARBANS
HAFEFERFHEIRR - BREEZE
BINEE[YEER

The available-for-sale financial assets classified as Level 3 assets
represent investments in unlisted equity securities and debentures.
They are stated at cost which is considered to be a reasonable

approximation of fair value.

For the year ended 31 December 2014 and 31 December 2013, there
were no transfers of financial assets and liabilities into or out of the
Level 3 fair value hierarchy. The changes in carrying value represent
the exchange revaluation gains/losses.
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3.5 SREEREBBEZLAFE®@

3.5 Fair values of financial assets and liabilities (Continued)

178

(Z2) RFEZR @
BATEAEZEERERE

REREIRANEEZIEE
HE EJF)\?EV_\E'\J‘i\mﬂﬁ%?%&ﬁEA*FEJ
R A RIS IEEF
128318 22 F{E 4 238,000,0007% 7T
(20134 : 238,000,000/87T) ° {H{ERIXZ
RBARIASRBEBL T EEBEBEELER

ZEHEHFN 2014

(®)

Fair value hierarchy (Continued)

(%) Assets and liabilities measured at fair value: (Continued)

S‘Z{ED#EE

The financial asset designated at fair value through profit
or loss classified as a Level 3 asset represents investment
in the equity security of an insurance company with a fair
value of HK$238,000,000 as at 31 December 2014 (2013:
HK$238,000,000). It is valued on the basis of the appraisal value
of the life assurance business of the insurance company.

MiE °
8 Group F1H F25 ERE &%
201312 A31H At 31 December 2013 Level 1 Level 2 Level 3 Total
AA Descriptions
NEEFERES Financial assets at fair value
J)\TE SRS BEE through profit or loss
HEEERE Held for trading
(B &5 Debt securities - 6,335,788 - 6,335,788
BnltEs Equity securities 235,258 6,262 - 241,520
EENATEFER Designated at fair value
m@jufﬂé/\ through profit or loss
B E S Debt securities - 6,010,670 - 6,010,670
EntES Equity securities 1,678,779 698,831 238,000 2,615,610
fTHEERTA Derivative financial instruments
HEBERR Held for trading - 357,898 - 357,898
AR Held for hedging - 387,495 - 387,495
AfHE s SREE Available-for-sale financial assets
BI5ES Debt securities - 26,887,757 4,828 26,892,585
BRMES Equity securities 276,109 195,559 75,146 546,814
BATENEZBES Total assets measured at fair value 2,190,146 40,880,260 317,974 43,388,380
WATETEEEEY Financial liabilities at fair value
FAERNERERE through profit or loss
KEBEERA%R Held for trading = 3,362,473 = 3,362,473
fTESRTIA Derivative financial instruments
RIEEERZ Held for trading - 501,148 - 501,148
AR Held for hedging - 657,895 - 657,895
BATEFECABAG Total liabilities measured at fair value - 4,521,516 = 4,521,516

AFEemEERFRAR |
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3.5 Fair values of financial assets and liabilities (Continued)

(®)

The following table shows the sensitivity in respect of the equity
securities designated at fair value through profit or loss on Level

Fair value hierarchy (Continued)

3 measurements to some possible alternative assumptions:

U R R R
Reflected in
income statement EENREE
EES1t SHEEL Resultant
Favourable Unfavourable Carrying
FERE Main assumptions changes changes value
2014%12831H At 31 December 2014
HEEFRIEIN0.1% Increase in investment returns by 0.1% 11,209 — 249,209
RE LR 0.1% Decrease in investment returns by 0.1% - (11,179) 226,821
FHEIN10% Increase in expenses by 10% - (7,215) 230,785
TR 10% Decrease in expenses by 10% 7,402 - 245,402
TR BIREIEIN10% Increase in lapse/surrenders etc. by 10% 10,604 - 248,604
Tl BRERL10% Decrease in lapse/surrenders etc. by 10% - (4,105) 233,895
[\ B35 R 12 01.0% Increase in risk discount rate by 1.0% — (58,598) 179,402
[E B BE IR %R 0 1.0% Decrease in risk discount rate by 1.0% 68,003 = 306,003
MEBREEECREIEN1.0% Increase in new business capitalization
factor by 1.0% 9,580 - 247,580
NEBREEECESR1.0% Decrease in new business capitalization
factor by 1.0% - (9,582) 228,418
201312 A31H At 31 December 2013
1% & B 3RILIN0.1% Increase in investment returns by 0.1% 10,833 - 248,833
KEBHRFD0.1% Decrease in investment returns by 0.1% - (10,352) 227,648
X HIEIN10% Increase in expenses by 10% - (5,451) 232,549
A 10% Decrease in expenses by 10% 5,896 - 243,896
T BIREENN10% Increase in lapse/surrenders etc. by 10% - (8,763) 229,237
Wi BRER D 10% Decrease in lapse/surrenders etc. by 10% 9,530 - 247,530
[ B B3R =L AN 1.0% Increase in risk discount rate by 1.0% - (36,968) 201,032
[ 2 Ah IR % 4 1.0% Decrease in risk discount rate by 1.0% 46,338 - 284,338
NEBREEECESLMN1.0% Increase in new business capitalization
factor by 1.0% 10,168 - 248,168
MEBREEECESRD1.0% Decrease in new business capitalization
factor by 1.0% - 9,723) 208,277
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3.5 Fair values of financial assets and liabilities (Continued)

(b)  Fair value hierarchy (Continued)

EEUQTEFE
BH#BHEA
BRNERMEE
Financial assets
designated at fair value
through profit or loss
PR TR 35

Equity securities

20141818 R
2014%12A 31 H

201341 A1H
RV EEE

201312 A31H

BREEEEEANGENR2013F

12 A31 BB ZE IR
BENFELEER

AFEemEERFRAR |

At 1 January 2014 and

31 December 2014 238,000
At 1 January 2013 285,000
Fair value loss (47,000)

At 31 December 2013 238,000

Total loss for the year included in profit
or loss for Level 3 assets held
at 31 December 2013 (47,000)
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3.5 Fair values of financial assets and liabilities (Continued)

(c)  Financial instruments not measured at fair value

The table below summarises the carrying amounts and fair

values of those financial assets and liabilities not presented

in the Group’s statement of financial position at their fair

value. For disclosure purposes, these fair values have been

estimated by discounting the future contractual cash flows at

the current market interest rate that is available to the Group

WBETFE - for similar financial instruments, if applicable, or in the case of
investment securities, determined based on market prices or
price quotations.

REE ATE
Carrying value Fair value

&5 Group 2014 2013 2014 2013
SREE Financial assets
Re RERITHE R Cash and balances with banks 15,063,006 8,654,820 15,067,880 8,652,640
ERT1ZE12f8AR Placements with banks maturing

EpiEopcn between one and twelve months 5,626,019 4,314,389 5,647,144 4,325,939
EEER KRBT Loans and advances to customers

(EYN=ESEE Loans and advances to individuals

AN - Credit cards 4,057,656 4,162,473 4,058,213 4,162,888

—RIBER - Mortgages 29,109,305 27,122,139 29,109,232 27,122,028

—Hth - Others 8,660,111 6,674,529 8,662,133 6,668,029

TEERRBR Loans and advances to corporate entities

—FHER - Term loans 29,903,231 27,590,155 29,904,055 27,582,271

—RIBER - Mortgages 14,074,495 13,139,615 14,074,520 13,139,973

- H5ME - Trade finance 7,135,572 6,911,081 7,136,859 6,908,396

—EHfth - Others 12,289,676 12,377,528 12,289,649 12,379,431
COES Trade bills 7,384,057 5,925,648 7,461,102 5,975,492
BIETE S R EYGRIE Investments in securities included

BH2BHEE in the loans and receivables category - 1,137,631 = 1,020,606
BEIEES Held-to-maturity securities 11,047,201 5,843,905 11,085,381 5,917,918
EREHE Financial liabilities
RITER Deposits from banks 1,572,467 1,995,297 1,572,372 1,997,667
BEEER Deposits from customers 140,916,635 128,220,440 140,922,045 128,268,019
BRITNERE Certificates of deposit issued 6,109,777 6,132,561 6,096,361 6,124,475
EETHEBES Issued debt securities - 775,385 - 774,718
REE Subordinated notes 5,391,357 3,721,537 5,532,529 3,784,624
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(Expressed in thousands of Hong Kong dollars)

3.5 Fair values of financial assets and liabilities (Continued)

(c)

Financial instruments not measured at fair value (Continued)
(i) Placements with banks

The fair value of floating rate placements and overnight
deposits is their carrying amount. The estimated fair value
of fixed interest bearing deposits is based on discounted
cash flows using prevailing money-market interest rates
for debts with similar credit risk and remaining maturity.

(i)  Loans and advances to customers, and trade bills

The estimated fair value of loans and advances and trade
bills represents the discounted amount of estimated future
cash flows expected to be received. Expected cash flows
are discounted at current market rates to determine fair
value.

(iii)  Investment securities

Investment securities include interest-bearing assets
included in the loans and receivables, and held-to-
maturity categories. Fair value of held-to-maturity assets
and loans and receivables is based on market prices or
broker/dealer price quotations. Where this information is
not available, fair value is estimated using quoted market
prices for securities with similar credit, maturity and yield
characteristics.

(iv) Deposits and balances from banks, deposits from
customers, certificates of deposit issued and other
borrowed funds

The estimated fair value of deposits with no stated
maturity, which includes non-interest bearing deposits,
is the amount repayable on demand. The estimated
fair value of fixed interest-bearing deposits and other
borrowings not quoted in an active market is based on
discounted cash flows using interest rates for new debts
with similar remaining maturity.
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3.5 Fair values of financial assets and liabilities (Continued)
(c)  Financial instruments not measured at fair value (Continued)

(v)  Debt securities in issue including subordinated
notes issued

For those notes where quoted market prices are not
available, the present value technique is used based on
current yield curve and/or credit spread appropriate for
the remaining term to maturity to estimate fair value.

3.6 Capital management

The Group’s objectives when managing capital are:

° To comply with the capital requirements set by the banking and
insurance regulators in the markets where the entities within the
Group operate;

° To safeguard the Group’s ability to continue its business as a
going concern;

o To maximise returns to shareholders and optimise the benefits
to other stakeholders; and

° To maintain a strong capital base to support the development of
its business.

3.6.1 Banking business

Capital adequacy of and the use of regulatory capital by the Group’s
Hong Kong banking subsidiary is monitored regularly by the Group’s
management, employing techniques based on the guidelines
developed by the Basel Committee, as implemented by the HKMA, for
supervisory purposes. The required information is filed with the HKMA
on a quarterly basis.
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(Expressed in thousands of Hong Kong dollars)

3.6 Capital management (Continued)
3.6.1 Banking business (Continued)

As Basel lll 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 as of 1 January 2015 are set at 4.5%, 6.0% and 8.0%
respectively and are adopted by the HKMA. Moreover, 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 during 2014. In addition, the capital
conservation and countercyclical capital buffers newly introduced
under Basel Il will be implemented from 1 January 2016 in Hong
Kong. In line with the international standards, the HKMA also adopts
the phase-in arrangements for new capital requirements in relation to
the Common Equity Tier 1 capital ratio, Tier 1 capital ratio and capital
buffers as proposed by the Basel Committee and will achieve full
implementation by 1 January 2019.

Risk-weighted amount is the aggregate of the risk-weighted amounts
for credit risk, market risk and operational risk, and covers both on-
balance sheet and off-balance sheet exposures. On-balance sheet
exposures are classified according to the obligor or the nature of each
exposure and risk-weighted based on the credit assessment rating
assigned by an external credit assessment institution recognized by
the HKMA or other rules as set out in the Banking (Capital) Rules,
taking into account the capital effects of credit risk mitigation.
Off-balance sheet exposures are converted into credit-equivalent
amounts by applying relevant credit conversion factors to each
exposure, before being classified and risk-weighted as if they were
on-balance sheet exposures.

Capital adequacy of and the use of regulatory capital by the Group’s
Macau banking subsidiary, BCM, and banking subsidiary in China,
DSB China, are monitored regularly by the Group’s management,
employing techniques based on the guidelines provided by the
Autoridade Monetaria de Macau (“AMCM”) and the China Banking
Regulatory Commission (“CBRC”) respectively for supervisory
purposes.
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(Expressed in thousands of Hong Kong dollars)

3.6 Capital management (Continued)
3.6.1 Banking business (Continued)

The required information is filed by BCM with the AMCM and by
DSB China with the CBRC on a quarterly basis. The AMCM requires
BCM and the CBRC requires DSB China to maintain a ratio of own
funds or capital base to total risk-weighted exposures (i.e. the capital
adequacy ratio) not lower than the agreed regulatory minimum of 8%.

Certain non-banking subsidiaries of the Group are also subject to
statutory capital requirements from other regulatory authorities, such
as the Securities and Futures Commission.

3.6.2 Insurance business

In each market in which the Group’s insurance subsidiaries operate,
the local insurance regulator specifies the minimum amount and type
of capital that must be held by each of the subsidiaries in addition
to their insurance liabilities. The minimum required capital must be
maintained at all times throughout the year. The Group’s subsidiaries
are subject to insurance solvency regulations in the markets in
which they issue insurance and investment contracts, and where
they have to comply with the local solvency regulations. The Group
has embedded in its asset and liability management framework the
necessary tests to ensure continuous and full compliance with such
regulations. The solvency requirement of each insurance company in
each market is subject to local requirements, which may differ from
jurisdiction to jurisdiction.

In Hong Kong, the required margin of solvency for the Group’s life
insurance subsidiary, Dah Sing Life Assurance Company Limited
(“DSLA”), is determined by the Group’s appointed actuary in
accordance with the Hong Kong Insurance Companies (Margin of
Solvency) Regulation. In addition, dynamic solvency test is also
required by Insurance Authority to identify the solvency position
of the company on a going concern basis and plausible threats to
satisfactory financial condition. For both 2014 and 2013, the results of
dynamic solvency test are satisfactory.
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(Expressed in thousands of Hong Kong dollars)

3.7 Fiduciary activities

The Group provides custody, trustee, wealth management and
advisory services to third parties, which involve the Group making
allocation and purchase and sale decisions in relation to a variety
of financial instruments. Those assets that are held in a fiduciary
capacity are not included in the Group’s financial statements. These
services could give rise to the risk that the Group could be accused of
mal-administration.

3.8 Insurance risk
3.8.1 Frequency and severity of claims

For contracts where death is the insured risk, the most significant
factors that could increase the overall frequency of claims are
epidemics or wide spread changes in lifestyle, resulting in earlier or
more claims than expected.

For contracts with fixed and guaranteed benefits and fixed future
premiums, there are no mitigating terms and conditions that reduce
the insurance risk accepted. For contracts with discretionary
participating features, the participating nature of these contracts
results in a significant portion of the insurance and financial risks
being shared with the insured party.

The Group charges for mortality risk on a monthly basis for all
insurance contracts without a fixed term. It has the right to alter
these charges based on its mortality experience and hence minimise
its exposure to mortality risk. Delays in implementing increases in
charges and market or regulatory restraints over the extent of the
increases may reduce its mitigating effect.

The Group manages these risks through its underwriting strategy and
reinsurance arrangements.

The Group’s underwriting strategy seeks diversity to ensure a
balanced portfolio and is based on a portfolio of similar risks over
a number of years and, as such, it is believed that this reduces the
variability of the outcome. Premium pricing is set at an appropriate
level that corresponds with the underlying exposure of the risks
underwritten. The Group has a company-wide retention limit on any
single life insured. The Group reinsures the excess of the insured
benefit over the limit for standard risks (from a medical point of view)
under an excess of loss reinsurance arrangement.
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(Expressed in thousands of Hong Kong dollars)

3.8 Insurance risk (Continued)
3.8.1 Frequency and severity of claims (Continued)

Within the insurance process, concentrations of risk may arise where
a particular event or series of events could impact heavily upon
the Group’s liabilities. Such concentrations may arise from a single
insurance contract or through a small number of related contracts,
and relate to circumstances where significant liabilities could arise.

The Group is subject to concentration risk arising from accidents
or epidemics on policies taken out by its policyholders. Therefore,
to cover the risk, catastrophe reinsurance arrangements have been
made by the Group.

3.8.2 Sources of uncertainty in the estimate of future benefit
payments and premium receipts

Uncertainty in the estimation of future benefit payments and
premium receipts for long-term insurance contracts arises from the
unpredictability of long-term changes in overall levels of mortality and
the variability in contract holder behaviour.

The Group uses appropriate industry tables of standard mortality
adjusted according to the type of contract being written. An
investigation into the actual experience of the Group is carried out
annually. Realistic estimates of future mortality are made based on
standard industry tables adjusted for the Group’s overall experience
with appropriate margins.

3.8.3 Assumptions and sensitivity of long-term insurance
contracts

Estimates are made in calculating the future insurance liabilities under
insurance contracts.

Key assumptions are summarised below:
— Mortality

An appropriate table of standard mortality is chosen with adjustment
for the Group’s own experience with appropriate margins.

- Valuation interest rates
The valuation interest rates as at 31 December 2014 range from

1.23% to 3.37% (2013: 1.49% to 3.35%) depending on type of plans
and varies with changes in the appropriate risk free rates.
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3.8 Insurance risk (Continued)

3.8.3 Assumptions and sensitivity of long-term insurance
contracts (Continued)

Change in assumption

The valuation interest rates change with variations in the appropriate
risk free rates at each end of the reporting period. Valuation interest
rates in 2014 changed by-0.48% to +0.02% (2013: -0.73% to
+0.49%) depending on types of plans from 31 December 2013 to
31 December 2014. The impact of changes in valuation rates and
other changes in actuarial assumption increased the future insurance
liabilities under insurance contracts as at 31 December 2014 and
reduced the net profit for 2014 by HK$415,077,000 (2013: reduced the
future insurance liabilities under insurance contracts and increased
the net profit for 2013 by HK$539,423,000).

Sensitivity analysis

The following table sets out the sensitivity of value of future insurance
liabilities under insurance contracts to movements in the key
assumptions used in the estimation of future insurance liabilities

under insurance contracts.

2014 2013

REREE AR

EE2H BEEH

Change in Change in
BHEE future FRFEH future 3@ I E)
Change in insurance Change in insurance Change in
variable liabilities net profit liabilities net profit
T XREL Worsening of mortality +1% +8,032 -8,019 +7,048 -7,036

HENETHE Decrease in valuation

interest rates -0.1% +187,089 -186,483 +130,454 -130,030

B RE-RBRRERESTAAH MR
REF[FIEMEL - BR L EBRTATREE
B METREOE S A LA Pl R
BRTEES  RRAHERAIE T RS

AFEemEERFRAR |

The above analyses are based on a change in an assumption while
holding all other assumptions constant. In practice, this is unlikely to
occur, and change in some of the assumptions may be correlated — for
example, change in interest rate and change in market values; change
in lapses and future mortality.
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4.1 Critical accounting estimates and assumptions

The Group makes estimates and assumptions that affect the
reported amounts of assets and liabilities within the next financial
year. Estimates and judgements are continually evaluated and
are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances. Changes in estimates and assumptions may
have a significant impact on the results of the Group in the periods
when changes are made. The application and selection of different
estimates and assumptions, and their subsequent changes, could
affect the Group’s profit and net asset value in the future. The Group,
based on its high-level assessment of the sensitivity impacts on the
reported assets and liabilities of the Group arising from the changes
in critical accounting estimates and assumptions, believes that the
estimates and assumptions adopted are appropriate and reasonable,
and the financial results and positions presented in the Group’s
financial statements are fair and reasonable in all material respects.

(@) Impairment allowances on loans and advances

The Group reviews its loan portfolios to assess impairment at
least on a quarterly basis. In determining whether an impairment
loss should be recorded in the income statement, the Group
makes judgements as to whether there is any observable data
indicating that there is a measurable decrease in the estimated
future cash flows from a portfolio of loans before the decrease
can be identified with an individual loan in that portfolio.
This evidence may include observable data indicating that
there has been an adverse change in the payment status of
borrowers in a group, or economic conditions that correlate with
defaults on assets in the Group. Management uses estimates
based on historical loss experience for assets with credit risk
characteristics and objective evidence of impairment similar to
those in the portfolio when estimating its future cash flows of
recoverable amounts. The methodology and assumptions used
for estimating both the amount and timing of future cash flows
are reviewed regularly to reduce any differences between loss
estimates and actual loss experience.
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(Expressed in thousands of Hong Kong dollars)

4.1

Critical accounting estimates and assumptions
(Continued)

(b)  Fair value of financial instruments

A majority of the Group’s investments in debt securities carried
at fair value are valued based on observable market quotations.
As a consequence of the difficulties in financial markets caused
by the 2008 global financial crisis, the Group had witnessed
observable declines in market liquidity and the range of market
quotations for certain securities have widened. The Group
applies judgement in selecting the most appropriate quotation
for valuation purposes based on its assessment of the range
of observable quotations, recent observable transactions, the
reliability and quality of the pricing source, and the value of
securities of a similar nature.

(c)  Goodwill and intangible asset valuation

For business combinations, subsequent to initial recognition
of goodwill and intangible assets, any major change in the
assumptions in relation to future benefits to be generated from
the intangible assets, including future cash flow of benefits
to be generated from the acquired entities, or discount rates
which could be caused by major changes in market conditions
and outlook, could result in adjustments to the carrying values
of such assets. In the event that the expected recoverable
amounts of goodwill and intangible assets are significantly lower
than their carrying values, impairment of such assets would
have to be recognised.
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4.1

Critical accounting estimates and assumptions
(Continued)

(@

Value of in-force long-term life assurance business

Estimates are made in calculating the value of in-force long-

term life assurance business.

Key assumptions are summarised below:

(iii)

Mortality. An appropriate base table of standard mortality
is chosen with adjustment for the Company’s own
experience.

Discount rate. A discount rate of 8.05% (2013: 8.35%)
being the risk free rate plus an appropriate equity risk
premium is applied.

Investment return. Investment return assumption ranges
from 3.10% to 5.20% per annum (2013: 3.55% to
5.55% per annum) depending on risk characteristics of
investments matching the liabilities of different plans.
Renewal expenses. Renewal expenses based on actual
experience and with reference to future business plan are
adopted.

Change in assumptions

Assumptions are reviewed on a regular basis and adjusted

based on the actual experience and new forecasts.
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4.1 Critical accounting estimates and assumptions
(Continued)

(d) Value of in-force long-term life assurance business
(Continued)

Sensitivity analysis

The following table represents the sensitivity of value of in-force
long-term life assurance business to movements in the key
assumptions used in the estimation of value of in-force long-

term life assurance business.

2014 2013

RESKRES RESHER

ZERRE JERRE

EE2% EEZY

Change in Change in

value of value of

in-force in-force
BYEY long-term B2 long-term FRFIEE
Change in assurance Change in assurance Change in
variable business net profit business net profit
BRE M Increase in discount rate +1% (229,966) (229,482) (190,615) (190,267)
A a4 Worsening of mortality +1% (4,130) (4,128) (23,716) (23,714)
REER T’ Decrease in investment return -0.1% (106,929) (106,604) (98,804) (98,500)
BRI 2 M Increase in renewal expense 10% (27,493) (27,386) (30,532) (30,359)
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4.1

Critical accounting estimates and assumptions
(Continued)

(e) Estimate of future benefit payments and premiums arising
from long-term insurance contracts

The determination of the liabilities under long-term insurance
contracts is dependent on estimates made by the Group.
Valuation interest rates are determined from a prudent
assessment of the yield on existing assets and the expected yield
taking into account the Insurance Companies (Determination of
Long Term Liabilities) Regulation. Estimates are made as to the
expected number of deaths for each of the years in which the
Group is exposed to risk. The Group bases these estimates on
standard industry mortality tables that reflect recent historical
mortality experience with margin, adjusted where appropriate
to reflect the Group’s own experience. The estimated number
of deaths determines the value of the benefit payments and the
value of the valuation premiums. A main source of uncertainty is
that epidemics such as AIDS, SARS and wide ranging lifestyle
changes, such as in eating, smoking and exercise habits, could
result in future mortality being significantly worse than in the past
for the age groups in which the Group has significant exposure to
mortality risk offset by continuing improvements in medical care
and social conditions.

For contracts without fixed terms, the Group will be able to
increase mortality risk charges in future years in line with
emerging mortality experience.

Estimate of critical iliness related morbidity is based on industry
data with margin, adjusted where appropriate to reflect the
Group’s own experience. The uncertainty is greater for mortality
due to a smaller pool of insured, shorter history of the coverage,
medical advances and change in treatment as well as wide-
ranging lifestyle changes, such as in eating, smoking and
exercise habits.

The Group reserves the right to increase the premium rates in
future years for all contracts providing such coverage during the
premium term.
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(Expressed in thousands of Hong Kong dollars)

4.2 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.

Some properties comprise a portion that is held to earn rentals
or for capital appreciation and another portion that is held to
supply services or for administrative purposes. If these portions
can be sold separately (or leased out separately under a finance
lease), the Group accounts for the portions separately. If the
portions cannot be sold separately, the property is accounted
for as investment property only if an insignificant portion is held
to supply services or for administrative purposes. Judgement
is applied in determining whether ancillary services are so
significant that a property does not qualify as investment
property. The Group considers each property separately in
making its judgement.

(b) Impairment assessment on available-for-sale equity
securities, and investments in debt securities included
in the available-for-sale, held-to-maturity and loans and
receivables categories

The Group has conducted assessment of its available-for-sale
equity securities, and investments in debt securities included
in the available-for-sale (“AFS”), held-to-maturity (“HTM”)
and loans and receivables (“LNR”) categories as of the end
of the year and up to the date of the approval of the financial
statements of the Group. Assessment for any impairment, on
individual and collective basis, is made with reference to the
financial strength and credit rating of each issuer, industry
development and market conditions, and historical loss
experience of a portfolio of similar credits provided by rating
agencies. The Group has concluded that there are no objective
or specific indications that any of its AFS, HTM and LNR
securities is individually impaired as at 31 December 2014.
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policies (Continued)

(b) Impairment assessment on available-for-sale equity
securities, and investments in debt securities included
in the available-for-sale, held-to-maturity and loans and
receivables categories (Continued)

Given the continuing uncertain conditions in global credit
markets, the Group has conducted an assessment of its debt
securities on a collective basis. Based on its judgement, the
Group identified certain information indicating a possible
decrease in the estimated future cash flows from a certain
group of debt securities, even though the decrease cannot
yet be identified with an individual debt security. The
judgement formed by the Group takes into account the
nature of the securities held and its evaluation of the impact
of market volatility, changes in credit conditions and market
developments on the recoverable amounts. Based on its
evaluation, a collective impairment allowance had been
recognised for a group of debt securities since 2011. As at
31 December 2014, the amount of such collective impairment
allowance was HK$15 million (2013: HK$75 million).

(c)  Held-to-maturity securities

The Group follows the guidance of HKAS 39 on classifying
non-derivative financial assets with fixed or determinable
payments and fixed maturity as held-to-maturity. This
classification requires significant judgement. In making this
judgement, the Group evaluates its intention and ability to
hold such investments to maturity. If the Group fails to keep
these investments to maturity other than for the specific
circumstances-for example, selling an insignificant amount
close to maturity-it will be required to reclassify the entire
class as available-for-sale. The investments would therefore be
measured at fair value, not amortised cost.
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(Expressed in thousands of Hong Kong dollars)

4.2 Critical judgements in applying the Group’s accounting

policies (Continued)
(d)  Assessment of claims and contingencies

Judgement is needed to determine if provision for compensation
to certain customers who had bought structured investments
distributed (but not originated or arranged) by the Group need
to be recorded in accordance with the requirements of HKAS
37 “Provisions, Contingent Liabilities and Contingent Assets”.
In making this judgement, the Group evaluates the information
relating to each or similar cases, and the likelihood and
estimated amount of outflow of resources which may be incurred
to settle the obligation after considering factors such as recent

settlement experiences and advice from legal counsel.

(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
(“VIU”) and fair value less costs of disposal. Management’s
estimate of the VIU 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 2014, management’s estimate of the VIU is
higher than the carrying value of its investment in BOCQ.
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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 banking business and insurance business. For banking
business, operating performances are analysed by business
activities for local banking business, and on business entity
basis for overseas banking business. For insurance business,
resources allocation and performance evaluation are based on

insurance business entity basis.

Considering the customer groups, products and services of
local businesses, the economic environment and regulations,
the Group splits the operating segments of the Group into the
following reportable segments:

° Personal banking business includes the acceptance of
deposits from individual customers and the extension of
residential mortgage lending, personal loans, overdraft
and credit card services, the provision of insurance sales

and investment services.

. 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.

o 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.
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(Expressed in thousands of Hong Kong dollars)

o Insurance business includes the Group’s life assurance
and general insurance businesses. Through the Group’s
wholly-owned subsidiaries in Hong Kong and 96% owned
subsidiaries in Macau, the Group offers a variety of life and
general insurance products and services.

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

For the purpose of segment reporting, revenue derived from
customers, products and services directly identifiable with
individual segments are reported directly under respective
segments, while revenue and funding cost arising from inter-
segment funding operation and funding resources are allocated
to segments by way of transfer pricing mechanism with
reference to market interest rates. Transactions within segments
are priced based on similar terms offered to or transacted
with external parties. Inter-segment income or expenses are

eliminated on consolidation.

All direct costs incurred by different segments are grouped
under respective segments. Indirect costs and support
functions’ costs are allocated to various segments and products
based on effort and time spent as well as segments’ operating
income depending on the nature of costs incurred. Costs related
to corporate activities that cannot be reasonably allocated to
segments, products and support functions are grouped under
Others as unallocated corporate expenses.
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BZEZ2014F12831 ALLEE For the year ended 31 December 2014
BARS BERT BIMRAT RBEH #iER
Personal ~ Commercial BEEE  Overseas  Insurance At Inter- &t
Banking Banking Treasury Banking Business Others segment Total
FHEMA/ (KH) Net interest income/(expenses) 1,312,668 978,782 399,266 537,362 300,267 (235,433) - 329295
FHBMA/ (%) Non-interest income/(expenses) 559,054 269,405 305,088 121,551 176,166 (41,760) (59,541) 1,329,963
MhRBZE 2ENA Total operating income
net of insurance claims 1,871,722 1,248,187 704,374 658,913 476,453 (277,193) (59,541)  4,622915
BETH Operating expenses (1153698 (347412) (143964  (486,161) (265175  (52,824) 50541 (2,389,699)
MHREES Operating profit/(loss)
REMEEREN before impaiment losses
gERT/(58) and other credit provisions 718,024 900,775 560,410 172,752 1,218 (330,017) - 22
EERE Loan impairment losses and
REMEEERE other credit provisions
(12H)/ % (charged)/written back (201,779) (63,223) 60,000 (267,960) - - - (472,962)
T AESE Operating profit/(loss) fter
REMESREE impairment losses and
LBEEH/(B8) other credit provisions 516245 837552 620410 (95208 211,78 (330,017) - 1,760,260
LERENERENEREE Nt (loss)/gain on disposal
REATERE and fair value adjustment
LE(BR)/ Wi of investment properties
and other fixed assets (844) (60) 9 (46) 62,468 28,532 - 90,041
HEESRE Y E Net gain on disposal of
investments in securities - - 17,036 - - 2,015 - 19,051
ElBERA FE Share of results of an associate - - - 602,209 = = = 602,299
EEAREHER 24 Share of results of jointly
controlled entities - - - - - 20,657 - 20,657
RiLER/(58) Profit/{loss) before taxation 515,401 837,492 637,437 507,045 273,746 (278,813 - 2,492,308
A () /E Taxation (expenses)/credit (83485  (138,186) (105,177 32,324 (21,331) 70,069 - (245,78p)
RiikEr/(58) Profit/{loss) after taxation 431,916 699,306 532,260 539,369 22,45 (208,744) - 22652
HZ0145 For the year ended
12A31BLER 31 December 2014
HEREHER Depreciation and amortisation 51,203 10427 6,256 42,831 12,943 37,300 - 161,050
R2014E12 4318 At 31 December 2014
PBAE Segment assets 41,988,779 54,596,171  55550,630 33,581,542 17,982,755 4343972 (6,636,007) 201,407,842
HEEE Segment liabilities 78375819 36248907 15126832 25,631,700 13905896 14,637,315  (6,636,007) 177,290,462
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HZE2013F12 A31HILFE For the year ended 31 December 2013

EIN:iSh EEiG] MR [Rax% EIER
Personal ~ Commercial BIZ%E  Overseas  Insurance Eft Inter- it
Banking Banking Treasury Banking Business Others segment Total
FHERA/ (i) Net interest income/(expenses) 1,233,273 914,331 372,738 524,456 305073 (242829) - 3107948
FHEMA/ (i) Non-interest income/(expenses) 444435 239,201 286,112 120,380 66,927 0844 (16539) 1,070,762
MhRBZE 2ENA Total operating income net of
insurance claims 1,677,708 1,153,622 658,850 644,836 372,900 (252,667) (76,539) 4,178,710
BETH Operating expenses (1001660 (296834 (138141  (443201) (235873  (13514) 7653 (2,202,684)
MEAEEER Operating profit/(loss) before
AR ERER impairment losses and other
gERT/(58) credit provisions 586048 856788 520700 201635 137027 (326,181) - 197602
ERREEER Loan impairment losses and
AtEEEE other credit provisions
(128)/EB (charged)/written back (140,949) (92,699) 25,000 (101,158) - - - (309,806)
hAEERR Operating profit/(loss) after
EfEERER Y impairment losses and
£E57/ (B8 other credit provisions 445,009 764,089 545,709 100477 197027 (326,181) - 1666220
u“ﬁ} BNERAMEEAE Nt (loss)/gain on disposal
REATERE and fair value adjustment
LE(BR)/ Wi of investment properties
and other fixed assets (2,167) - - 30 82,264 (1,49) - 78,631
LEFFRE T (BR)/ Wi Nt (loss)/gain on disposal
of investments in securities - - (127,876) - 24,681 39,690 - (63,505)
RELERERTREBE Loss on deemed disposal
of investment in an associate - - - (56,971) - - - (56,971)
FiBER TZ%F Share of results of an associate - - - 578,556 = = = 578,556
EERARZHER 225 Share of results of jointly
controlled entities - - - - - 17,311 - 17,311
BT/ (B8) Profit/loss) before taxation 42,93 764,089 47,833 622,002 23972 (210676) - 220022
B (L) /B Taxation (expenses)/credit (73989 (126,075) (68,942) (27,460) (22,296) 46,334 - 4
BEEER/(58) Profit/{loss) after taxation 368,943 638,014 348,891 504,632 221,676 (204,342) - 1947814
220135 For the year ended
12831 HILERE 31 December 2013
MEREHEER Depreciation and amortisation 41,266 6,467 5,047 38,062 11,720 34,168 = 136,730
R2013%E12 8318 At 31 December 2013
ABAE Segment assets 30,558,463 49216979 47675728 32,018,112  15869,983 3,598,086  (6,607,654) 181,329,697
HRRE Segment liabilities 69,442,368 32,237,167 14025526 24,726,047 12,070,141 14,401,976  (6,607,654) 160,295,571
AFepmEEBRAF |



(LABREFThz5IR)

1B 90% REINEEF ZWETIRAMREE
BPIR AP B2 RITHB AR et T2 Em A
RS - BREERER  FERE  BERE &

&

TRERRREEREER  BRETIIREBEREE
ASNEPE PR AR - HEABER S REIBIE
R TE RS 2 P FE b 1 R o

B R& PoE

(Expressed in thousands of Hong Kong dollars)

More than 90% of the revenues from external customers
were contributed from banking subsidiaries in Hong Kong,
Macau and People’s Republic of China, with major products
and services including deposit taking, extension of credit,
asset-based finance, securities investment services offered to

customers.

The following tables provide information by geographical area,
which was determined with reference to the domicile of the legal
entities within the Group with business dealing and relationship
with, and services to external customers.

B 5 EE
£k
EARARHEA Inter-
Hong Kong P segment st
and Others Macau elimination Total
HZ2014F12A31 BLLEE For the year ended
31 December 2014
R RERRE 2 2ERA Total operating income
net of insurance claims 4,175,832 448,092 (1,009) 4,622,915
B A0 A A Profit before taxation 2,225,375 266,933 - 2,492,308
M2014F12 8318 At 31 December 2014
BEAG Total assets 184,313,204 18,361,316 (1,266,678) 201,407,842
BEEE Total liabilities 162,631,043 15,926,097 (1,266,678) 177,290,462
BYEEREE Intangible assets and goodwill 318,667 716,844 - 1,035,511
kA B R RAIE Contingent liabilities and
commitments 74,864,593 1,937,500 - 76,802,093
(@135 18 A
K
BB REAM Inter-
Hong Kong JRFT segment “ast
and Others Macau elimination Total
HE2013F 12 A31 ALLFE For the year ended
31 December 2013
HBRRBRRE 2 EERA Total operating income net
of insurance claims 3,759,648 419,754 (692) 4,178,710
PR A% A A Profit before taxation 1,976,269 243,973 - 2,220,242
M 2013412 A31H At 31 December 2013
BESE Total assets 166,860,137 16,839,143 (2,369,583) 181,329,697
BEARF Total liabilities 148,028,235 14,636,919 (2,369,583) 160,295,571
BREENRDE Intangible assets and goodwill 318,667 720,555 = 1,039,222
HABFERRE Contingent liabilities and
commitments 73,081,145 1,891,180 - 74,972,325
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BRI

(LAEBEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

2014 2013
FEWA Interest income
IR & RIERITH AR Cash and balances with banks 358,298 340,844
BHRE Investments in securities 968,477 960,467
ZEERNMEMER Advances and other accounts 3,896,427 3,360,524
5,223,202 4,661,835
FEXH Interest expense
RITER BEEXR Deposits from banks/Deposits from
customers 1,663,559 1,288,162
BEITHERE Certificates of deposit issued 72,106 90,181
BEEITHNEBRES Issued debt securities 3,494 35,793
‘IEETS Subordinated notes 187,441 130,958
Hh Others 3,650 8,793
1,930,250 1,558,887
FNEWABE Included within interest income
ETRRE 2 F BHA Interest income on listed investments 793,296 780,344
FEETIRE 2 F B WA Interest income on unlisted investments 175,181 180,123
968,477 960,467
AARFEAEBEEH A Interest income on financial assets not
BEreREE 2 FERA at fair value through profit or loss 4,931,766 4,367,255
REBEZFBUA Interest income on impaired assets - 1,204
FEXHEE Included within interest expense
RUAAFEFZ2BEESA Interest expenses on financial liabilities
BEaresRaEsMext not at fair value through profit or loss 1,925,314 1,545,193
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(LAEBEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

P

2014 2013
REERASBA Fee and commission income
RUAAFEFZ2BEEEA Fee and commission income from
BEareRiEERAGEZ financial assets and liabilities not
BR% & KA KA at fair value through profit or loss
—EEEEZREE R A — Credit related fees and commissions 135,992 135,670
—Eo5mE - Trade finance 73,158 68,237
—fERAR — Credit card 304,195 296,042
H RS E kA WA Other fee and commission income
—BELLEAe — Securities brokerage 89,876 64,858
—TEREES KU EEERS - Retail investment and wealth
management services 181,070 140,751
—RITIREERFES - Bank services and handling fees 58,582 51,356
—Hit R & — Other fees 129,040 104,838
971,913 861,752
REERFASIH Fee and commission expense
RUAFEFEBEES A Fee and commission expense from
BaemEERAEBZ financial assets and liabilities not
RSB RAe = H at fair value through profit or loss
—FEERAT - Handling fees and commission 212,708 223,981
—BENEMER - Other fees paid 13,610 15,659
226,318 239,640

AEBERE=TFRHAE X7t bEEERKR
BEERY - AEUREBEARNRAZEEL T
BEEUFMHERERA -

The Group provides custody, trustee, corporate administration,
and investment management services to third parties. Those
assets that are held in a fiduciary capacity are not included in

these financial statements.
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(CABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

2014 2013
LAFEAEBEESA Dividend income from financial assets
BaniemEEREBA at fair value through profit or loss
— FmiRE - Listed investments 75,024 50,926
—JELTIRE - Unlisted investments 8,370 8,165
INEE BFW A Net gain arising from dealing in
foreign currencies 190,637 221,000
BIEEERBRNBEZF (BE) s Net (loss)/gain on trading securities (4,345) 20,088
HIEEERZMITET R 2 Filies Net gain from derivatives entered
into for trading purpose 51,481 56,317
BAFELFRABe R TR 2 FEE Net loss arising from financial instruments
subject to fair value hedge (25,077) (42,651)
FEEAAFETEHAHEEZETA Net gain/(loss) arising from financial
BEmESmI A R (&B8) instruments designated at fair value
through profit or loss 415,008 (298,808)
711,098 15,037
2014 2013
Bk — iRk Sk —fiRlR
Life General = Life General At
Insurance Insurance Total Insurance Insurance Total
REWNGEZ Gross written premiums 1,856,216 590,066 2,446,282 1,757,067 623,582 2,380,649
RURHZREZE Movement in unearned premiums - 9,276 9,276 - (89,465) (89,465)
ERRZRERE Gross earned premiums 1,856,216 599,342 2,455,558 1,757,067 534,117 2,291,184
REWABE 2 HMRIDE Gross written premiums ceded
to reinsurers (201,979) (315,463) (517,442) (280,125) (353,888) (634,013)
RURR REZE 2 HRNE Reinsurers’ share of movement in
unearned premiums - (11,779) (11,779) - 67,821 67,821
BRI RBEE 2 HRNE Reinsurers’ share of gross earned
premiums (01979 (327,249  (529221) (280,125  (286,067)  (566,192)
REUNFE Net insurance premium income 1,654,237 272,100 1,926,337 1,476,942 248,050 1,724,992
RESRERBWRE Change in value of in-force
BEE long-term life assurance business 312,453 - 312,453 (65,540) - (65,540)
Bg Total 1,966,690 272,100 2,238,790 1,411,402 248,050 1,659,452
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(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)
2014 2013
AIEHEFEFRE 2B A Dividend income from investments
in available-for-sale securities
— W& - Listed investments 17,288 13,176
— 3 EmRE - Unlisted investments 7,382 6,805
SEYFE B WAL Gross rental income from
investment properties 24,270 22,955
Hap L UA Other rental income 11,012 8,658
HAth Others 10,629 16,562
70,581 68,156
2014 2013
gk —RiRk sk —fRiRE
Life General |t Life General =
Insurance Insurance Total Insurance Insurance Total
BERZRE  MERERF Claims, benefits and
surrenders paid 880,371 205,874 1,086,245 1,202,669 161,627 1,364,296
EEeE Movement in provisions 1,453,652 135459 1,589,111 51,403 62,957 114,360
RERRELERHRE Gross insurance claims and
BEANBEZE movement in liabilties
to policyholders 2,334,023 341,333 2,675,356 1,254,072 224,584 1,478,656
BRRE - fEkERZ Reinsurers’ share of claim,
PMRNE benefits and surrenders paid (23,659) (75,718) (99,377) (5,391) (56,878) (62,269)
EEEY L HROE Reinsurers’ share of movement
in provisions (148,427) (77,498) (225,925) (216,851) 6,873 (209,978)
REREBLEREFAA Reinsurers’ share of insurance
BEEH I HRINE claims and movement in
liabilities to policyholders (172,086) (153,216) (325,302) (222,242) (50,005) (272,247
RBREERARERAA Net insurance claims and
BEEH movement in liabilties
to policyholders 2,161,937 188,117 2,350,054 1,031,830 174,579 1,206,409
RIpAE T mFE Net insurance commission expenses 83,684 2,363 86,047 79,912 7,674 87,586
At Total 2,245,621 190,480 2,436,101 1,111,742 182,253 1,203,995
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(LAEBEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

2014 2013
& B FH BN A F) S i Employee compensation and
(BIEZEEHM) (KIFE13) benefit expenses (including
directors’ remuneration) (Note 13) 1,456,456 1,340,481
TERAMETEEESH - Premises and other fixed assets
TRENE expenses, excluding depreciation
—1TEHEESXH - Rental of premises 152,534 148,148
—Hfty - Others 137,890 125,743
& (Mi7E35) Depreciation (Note 35) 157,339 131,972
EEREHEE T N Advertising and promotion costs 113,678 104,824
ENfI ~ X B RE & Printing, stationery and postage 51,805 50,835
| EESHEER (M:E34) Amortisation expenses of
intangible assets (Note 34) 3,711 4,758
Z SR B Auditors’ remuneration 9,608 9,300
Hith Others 306,672 286,623
2,389,693 2,202,684
2014 2013
HMMEMAEER Salaries and other staff costs 1,365,697 1,236,251
LARR 5 A EERE SR 2 B 1R 1 Provision for share-based
(P 5E54) compensation charged (Note 54) 10,008 31,758
RIke T Pension costs
— REHKETE - defined contribution plans 80,751 72,472
1,456,456 1,340,481

AFEemEERFRAR |




(LAEBEFThz5I7R)

BEaMez56AL

(i) Biest

P

(Expressed in thousands of Hong Kong dollars)

The emoluments of the five highest paid individuals:

(i) The aggregate emoluments

2014 2013

e FE - BEWA=E&REMER Salaries, housing, benefits
in kind and other allowances 84,700 77,825
RIKE Pensions 2,234 2,234
86,934 80,059

@iy SRESKRAATHMSERTT

(i)  The emoluments of the five highest paid individuals are within
the following bands:

A
Number of individuals
2014 2013
77T HKS
12,000,001-12,500,000 1 1
13,500,001-14,000,000 - 1
14,500,001-15,000,000 - 1
15,500,001-16,000,000 1 -
16,000,001-16,500,000 1 -
19,000,001-19,500,000 - 1
19,500,001-20,000,000 - 1
21,000,001-21,500,000 1 -
22,000,001-22,500,000 1 -
5 5)

HESMNERSMEWAZALTA @ B 4467 (2013 4 :
AR BEBRES - HIBMNEESWNEE B2 IEER
BZHFE141A ©

RER - AEBE W J|AEASL&EBRAALT
NS - (FRIMASRINE AR R RE N

f& -

HiisuERRAALINHEEREEEEZF
B R BRIE AR B 2 FE N AR RBTEAL -

Included in the emoluments of the five highest paid individuals were
the emoluments of 4 (2013: 4) Directors. Their respective Directors’
emoluments have been included in Note 14 below.

No emoluments were paid by the Group to any of the five highest paid
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office during the year.

The emoluments of the five highest paid individuals shown above

included incentive bonuses accrued in respect of the services
rendered and the Group’s performance for the financial year.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
BEFEZHNN T The remuneration of each Director is set out below:
BBERRY
Rz ER
®BRA
Incentive
2R bonuses
BiAlE accrued
Salary, in respect HWRBA &t
allowances of services ERMLH (#1)
EZHE  and benefits renderedin  Share-hased Bfe Total
BEN14F12A ALEE Year ended 31 December 2014 Directors’ Fee in kind the year payment Pensions (Note 1)
£ Chairman
IFERE David Shou-Yeh Wong 1,000 3,960 16,050 - - 21,010
Ety £ Executive directors
BERLE Hon-Hing Wong (Derek Wong) - 8,000 3,350 - 650 12,000
ThERE Gary Pak-Ling Wang - 5,271 10,430 = 492 16,193
it Nicholas John Mayhew - 4,888 10,250 = 456 15,594
HiTES Non-executive directors
THELE Takashi Morimura 200 - - - - 200
S i Hidekazu Horikoshi 130 - - - - 130
ATEERE Toshihide Motoshita 70 = = = = 70
AERLE John Wai-Wai Chow 200 - - - - 200
BUnES Independent non-executive directors
LERLE Robert Tsai-To Sz 630 - - - - 630
it Lon Dounn 600 - - - - 600
PHBREE Seiji Nakamura 25 - = = = 225
frft Yuan Shu 198 - - - - 198
ERELE Blair Chilton Pickerell 290 - - - - 290
At Total 3,543 22,119 40,080 - 1,598 67,340
i Note:
1. FRERRKINARNMIBITEBAR AR RENEB o For directors who are also directors of Dah Sing Banking Group Limited
NAIZEE  ERZENBAR YN ZHME or its subsidiaries, remuneration paid by these subsidiaries are included
Sk V2GS HMEETA - in the consolidated total remuneration set out above.

208 KHmemEEERAA |



(LAEBEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

P

EBEMRE
i e
BRI
Incentive
2R bonuses
Enfla accrued
Salary, in respect WRA =
allowances of services B (&1)
2% and benefits renderedin  Share-based e Total
HE13F 12831 ALLER Year ended 31 December 2013 Directors’ Fee in kind the year payment Pensions (Note 1)
Ik Chairman
TFERE David Shou-Yeh Wong 1,000 3,960 15,000 - - 19,960
#Es Executive directors
FEREE Hon-Hing Wong (Derek Wong) - 8,000 3,350 = 650 12,000
HRRLE Gary Pak-Ling Wang - 5,036 9,300 - 492 14,828
REEEE Nicholas John Mayhew = 4,669 8,700 = 456 13,825
FHES Non-executive directors
FHERE Takashi Morimura 192 - - - - 192
T 3 Hidekazu Horikoshi 192 - - - - 192
BRERE John Wai-Wai Chow 21 - - - - 21
BUFinEs Independent non-executive directors
LERLE Robert Tsai-To Sze 618 - - - - 618
VN v Tai-Lun Sun (Dennis Sun) 74 = = = = 74
EE Lyt Lon Dounn 600 - - - - 600
RIERLE Seij Nakamura 206 - - - - 206
HrEt Yuan Shu 206 - - - - 206
EMERE Blair Chilton Pickerell 170 - - - - 170
CEl Total 3419 21,665 36,350 - 1598 63,092
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(ABEET TThALFR) (Expressed in thousands of Hong Kong dollars)
2014 2013
BHRERE Loan impairment losses
BIEEZMEAMR B RERSIE Net charge/(reversal) of
SFRE (E#) impairment losses on
advances and other accounts
— B HRIE - Trade bills 2,070 937
—REEX - Advances to customers 510,339 334,188
— e B R E AR B - Accrued interest and other 20,553 (319)
accounts
532,962 334,806
FHEEFRREMEE Net charge of impairment
BRI F IR losses on advances and
other accounts
— &R FF 1A - Individually assessed 249,015 161,796
— &R A FHE - Collectively assessed 283,947 173,010
532,962 334,806
EhEeE Of which
— ¥TIE R EEINEE - new and additional allowances
(BREREANEEMESE) (including amounts directly
written off in the year) 596,620 413,155
— [ - releases (22,866) (80,259)
— (el - recoveries (40,792) (48,090)
532,962 334,806
Hib {5 ER1E Other credit provisions
AHEEFESEZ Net charge of impairment losses
BRI TR on available-for-sale securities
— R E MY - Collectively assessed 15,000 -
BREERRERFIELER 2 Net reversal of impairment losses
BHIE 2 BERBEFE on investments in securities
included in the loans and
receivables category
— kARG - Collectively assessed (75,000) (25,000)
W RPF S Net charge to income statement 472,962 309,806
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P

(Expressed in thousands of Hong Kong dollars)

2014 2013
HEHEMETEEE 2 FEE Net loss on disposal of
other fixed assets 3,198 2,703
2014 2013
REYEATERAR 2 FRE Net gain on fair value adjustment
of investment properties 93,239 81,334
2014 2013

& T H & E R

HE BREAEE R K ERIERR
ZREFREFER

HERERIMERFERE ()

]

2013F 2 W ETVEEEA R AR MIMERRERTRE °

E BB T IEBE NG R BRI AR =R
16.5% (2013 4 : 16.5% ) FefBEME - /BINRFRTD
RE NG IMEFTIE R BRI Rk N 52 B 48 & 750
@2 BT EATE -

BELERASKAAEEINERZR - WRAZS
BIRBEFBNENEER THREFTER 2B
RIERBHER ©

Net gain on disposal of available-

for-sale securities 23,707 144,123
Net loss on disposal of investments

in securities included in the loans

and receivables category (4,656) (172,413)
Net loss on disposal of
held-to-maturity securities (Note) - (35,215)
19,051 (63,505)
Note:

The disposals in 2013 were made after considering risk and external factors.

Hong Kong profits tax has been provided at the rate of 16.5% (2013:
16.5%) on the estimated assessable profit for the year. Taxation on
overseas profits has been calculated on the estimated assessable
profit for the year at the rates of taxation prevailing in the countries in
which the Group operates.

Deferred taxation is calculated in full on temporary differences under

the liability method at the tax rates that are expected to apply in the
year when the liability is settled or the asset is realised.
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(CABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

2014 2013

AEERIA : Current income tax:
— BEERFH - Hong Kong profits tax 265,476 212,921
—B5NEIA - Overseas taxation 34,931 54,207
—RBEFETR2EE — Under-provision in prior years 1,765 1,303
EIERLIE (FizE46) : Deferred income tax (Note 46):
— BT R A A E A R — Origination and reversal of

temporary differences (59,374) 3,456
—EABBEE - Utilisation of tax losses 2,988 541
] Taxation 245,786 272,428

AEBERBANG N 2 HIBB RN A &R RIINE
FOREGFE 2R HEBELT ¢

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:

2014 2013
BRBE AT A Profit before taxation 2,492,308 2,220,242
REBNEHE16.5% Tax calculated at Hong Kong
SHEZHIA profits tax rate of 16.5% 411,231 366,340
MIEABIRR Tax effects of:
SREE 2 TRRTRE Different tax treatment of results of
life insurance business (16,155) (13,063)
H B 2 AR X Different taxation rates in other countries  (39,947) (11,511)
RN WA Income not subject to taxation (26,809) (34,520)
TREFREY S H Expenses not deductible 21,550 62,526
LARR 18 E7E 2 3R 2 Bt A ) Results of associates and jointly
KMALRERIE R 2 %45 controlled entities reported net of tax  (102,787) (98,318)
REBRELEHIEEENTHBEER Tax losses for which no deferred tax
asset was recognised 805 400
BERBTREERNNEERE Utilisation of previously unrecognised
tax losses (3,867) (729)
RBEFETEZEE Under-provision in prior years 1,765 1,303
| Taxation 245,786 272,428
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R ARAIMBERERAZRREMGEF B
338,307,000/ (2013 4F : % #283,732,000/%
JC) °

al

n

P e

(Expressed in thousands of Hong Kong dollars)

The profit attributable to shareholders is dealt with in the financial
statements of the Company to the extent of HK$338,307,000 (2013:
profit of HK$283,732,000).

Company 2014 2013

EIRAPHIRR B - B
(20134 : 0.31/87T)
o

(20134 : 0.91/87T)

FERF AR AR 2014 458 2 F5e A AR I2 2
BITHOE - 2013 FREIBE 2 ERINEEA
304,918,000/ 7T °

Interim dividend paid of HK$0.30

(2013: HK$0.31) per ordinary share 100,523 91,923

Proposed final dividend of HK$0.95
(2013: HK$0.91) per ordinary share 318,321 269,839
418,844 361,762

The actual amount of 2013 final dividend paid after taking into account
the additional shares issued upon completion of the Company’s rights
issue in the second quarter of 2014 was HK$304,918,000.

&7
Restated
2014 2013
(#7T) (¥&7T)
(HK$) (HK$)
GREZE A Earnings per share
E-YIN Basic 5.29 4.84
g Diluted 5.28 4.84

Mg & 7R B T iz BR 2 F11,726,887,000% 7T
(20134 : 1,498,459,000787T) R ERE HITE
BAEAE (D 2 hniE 15 20326,670,891 A% (2013 4F
309,297,486 i%) 51 & -

T REER T TYiZ R A F11,726,887,000)%5 7T
(2013 4F : 1,498,459,000/8 7T) K E AL 21T H
AR (D 2 hniEE 1921 326,837,953 A% (2013 4F
309,367,436 %) W3t ATA L L BAREEE SR
BT B E -

2013 F 2 BRERBN L EREFTRNCHAR
AR 2014 F e 2 HIRMFZE T LAET

The calculation of basic earnings per share is based on earnings
of HK$1,726,887,000 (2013: HK$1,498,459,000) and the weighted
average number of 326,670,891 (2013: 309,297,486) ordinary shares
in issue during the year.

The calculation of fully diluted earnings per share is based on earnings
of HK$1,726,887,000 (2013: HK$1,498,459,000) and the weighted
average number of 326,837,953 (2013: 309,367,436) ordinary shares
in issue during the year after adjusting for the effect of all dilutive
potential ordinary shares.

Basic earnings per share and diluted earnings per share for 2013 have

been restated to take into account the effects of the rights issue of the
Company completed in the year of 2014.
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(CABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

&£E Group 2014 2013
RE RERITHEH Cash and balances with banks 2,783,785 3,351,498
BRI RS HA T AR Money at call and short notice 12,279,221 5,303,322
15,063,006 8,654,820
£E Group 2014 2013
FHIEEERENRE S Trading securities:
BEEES Debt securities:
—&BLEm - Listed in Hong Kong 243,944 1,211,300
—3ELkT - Unlisted 6,606,418 5,124,488
6,850,362 6,335,788
RMES Equity securities:
—&BLEm - Listed in Hong Kong 73,651 99,687
—BBLINET - Listed outside Hong Kong 152,044 135,571
— LT REEESZER - Unlisted, interests in investment
funds 6,460 6,262
232,155 241,520
HIEE B HRMNESEE Total trading securities 7,082,517 6,577,308
EELATEFZEESE Financial assets designated at fair
FFABERHNEREE value through profit or loss:
BE%E 5 Debt securities:
—&BLEm - Listed in Hong Kong 949,787 960,886
—BENUINET — Listed outside Hong Kong 3,055,237 2,844,485
—J Lt — Unlisted 2,662,318 2,205,299
6,667,342 6,010,670
SRS Equity securities:
—&BBEm - Listed in Hong Kong 564,620 383,044
—BBLINET - Listed outside Hong Kong 1,286,724 1,275,248
—3FELET - Unlisted 1,108,877 957,318
2,960,221 2,615,610
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(Expressed in thousands of Hong Kong dollars)

Group 2014 2013

R AA T A R AR
HABRNSRAERE

FEE B AR MBS RIEE
PSR SR DEDN
e MAESS

BREBKESFNE:
—BRERHEEEREES
ZBFHEZR
—HMBFES
— HEBES

MR2014FE &2013F12 A31H @ Ll EEEH
BRRARNFEFEZEHESFEHRATERITERF
BEHE -

FEEBERBNESREENATEFE8AE
Bt ABRNE R EEREITREER S
I

Total financial assets designated
at fair value through profit or loss 9,627,563 8,626,280

Total trading securities and financial
assets designated at fair value
through profit or loss 16,710,080 15,203,588

Included within debt securities are:
— Government bonds included

in trading securities 6,850,117 6,335,548
— Other government bonds 905,012 329,919
— Other debt securities 5,762,575 5,680,991

13,517,704 12,346,458

As at 31 December 2014 and 2013, there were no certificates of
deposit held included in the above balances of trading or fair value
debt securities.

Trading securities and financial assets designated at fair value
through profit or loss are analysed by categories of issuers as follows:

£E Group 2014 2013
— R R J AR R ERTT - Central governments and

central banks 7,755,129 6,665,467
— NEHE - Public sector entities 8,386 240
— RIT R B fth & Bh A - Banks and other financial

institutions 1,002,089 1,446,025
— 1% - Corporate entities 7,944,476 7,091,856

16,710,080 15,203,588
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(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)
R2014F 12 A1 BHRIBTATEGH 2B E The notional principal amounts of outstanding derivatives contracts
Re REAFENT : and their fair values as of 31 December 2014 were as follows:
&R/
£ESHE AYVE
Contract/ Fair values
notional BE 8%
- Group amount Assets Liabilities
1) HEEBERBZITETA 1) Derivatives held for trading
R) S ESTHT A a) Foreign exchange derivatives
BHRHEED Forward and futures contracts 59,175,965 117,722 (124,732)
B AR I NE B Currency options purchased and written 76,504,145 375,891 (375,854)
L) FIETHETAR b) Interest rate derivatives
FIEHE Interest rate futures 644,057 391 (284)
&I H) Interest rate swaps 15,500,382 73,274 (208,437)
AR LRI RS Interest rate options purchased and written 2,608,075 11,404 (11,405)
N) EmtiTE TR c) Equity derivatives
BARE H R E Equity options purchased and written 333,644 10,000 (9,446)
T)EEMITETR d) Credit derivatives
ERENBAL Credit default swaps 1,760,470 26,496 (1,377)
FEEERRZITETR Total derivative assets/(liabilities) held
BE/(BF) At for trading 156,526,738 615,178 (731,535)
2) FHEHHRRRZITETR 2) Derivatives held for hedging
B ETUR FEH 2 5TET A a) Derivatives designated as fair value hedges
FRi=H Interest rate swaps 19,416,887 216,388 (385,094)
et Currency swaps 1,319,385 - (100,489)
BESFARZTETR Total derivative assets/
BE/(8f) A (liabilities) held for hedging 20,736,272 216,388 (485,583)
ERRZITESRIA Total recognised derivative financial
BE/(8f) A assets/(liabilities) 177,263,010 831,566 (1,217,118)
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P

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
R2013F 12 A1 HARIMITAETEG N 2B E The notional principal amounts of outstanding derivatives contracts
Re REAFEDT : and their fair values as of 31 December 2013 were as follows:
&/
x| AYVE
Contract/ Fair values
notional BE BE
3] Group amount Assets Liabilities
1) HEEBERBZITETA 1) Derivatives held for trading
R SMELTETA a) Foreign exchange derivatives
BHRHEED Forward and futures contracts 50,058,772 82,940 (140,118)
B AR I NE B Currency options purchased and written 74,830,194 205,840 (203,357)
L) FIETHETAR b) Interest rate derivatives
FIEHE Interest rate futures 5,243,928 600 (10,773)
i 5 Interest rate swaps 11,786,523 44,518 (133,341)
AR LRI R B Interest rate options purchased and written 352,182 1,159 (1,780)
Rz HHT4ET R c) Equity derivatives
BARE H R E Equity options purchased and written 228,285 2,528 (2,528)
T)EEMITETR d) Credit derivatives
ERENRIAEH Credit default swaps 780,298 20,313 (9,251)
BEEER 5@2@?&1& Total derivative assets/(liabilities) held
BE/(BF) At for trading 143,280,182 357,898 (501,148)
2) BfEHHARZITETR 2) Derivatives held for hedging
B ETUR FEH 2 5TET A a) Derivatives designated as fair value hedges
FRi=H Interest rate swaps 19,947,380 387,495 (623,816)
et Currency swaps 1,379,471 - (34,079)
ﬁﬁmﬂl%ﬁz%ﬁ $ Total derivative assets/(liabilities)
TREE/(BR) A held for hedging 21,326,851 387,495 (657,895)
BHRZAT ii BIA Total recognised derivative financial
BE/(&fF) A assets/(liabilities) 164,607,033 745,393 (1,159,043)
BEMEITAZATEREZEREEFHEEELR 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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BRI

(LAEBEFThz5I7R)

ERRFARNEE L2 EBFRELEELTH Y
2 2712A31BEEAERINEE MEERR INE
gFE o AT

(Expressed in thousands of Hong Kong dollars)

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:
&= Group 2014 2013
[EXREY Exchange rate contracts 1,662,967 1,173,070
ﬂ AN Interest rate contracts 169,239 223,453
Hib& 4 Other contracts 64,424 31,007
1,896,630 1,427,530

WETAEZANEEELEER
2 WHREKERREEE -

HEHAROR

EERBRMERBLN2EFTECEREH 2GR
TR (BER)RADMFAEZHE  FEMF 2
BRI ZHFREBBANDGEERE -

Eh TR R G R RRIE T AR E2.9 B FE

NS B R A UAR R is A = 2 A FE A R 8

BIETEER R EYGRIBER Z FHIRE - A
EEBIELFREBRTAGZHOBAENERAR -
50 T B 7 #5184 51,687,000 7T (2013 4F : g
% /% 466,453,00048 70 ) o ¥ 15 B FE(G £ 5 E
% < I 25 /526,610,000 7T (20134 : i A
509,104,0008 7T)  LLFFEE 25| ME8 2
[AATFETFHABeR TR Fles BB
W °

AFEemEERFRAR |

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 losses
on the hedging instruments were HK$51,687,000 (2013: gains of
HK$466,453,000). The gains on the hedged item attributable to the
hedged risk were HK$ 26,610,000 (2013: losses of HK$509,104,000).
The net impact is disclosed in “Net gain/loss arising from financial
instruments subject to fair value hedge” in Note 8.



(LAEBEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

P

%8 Group 2014 2013
BAAER KRB Loans and advances to individuals
—fERAR — Credit cards 4,057,656 4,162,473
—IRIBER - Mortgages 29,109,305 27,122,139
— Efth - Others 8,660,111 6,674,529
EERKRBHK Loans and advances to corporate
entities

—EHER — Term loans 29,903,231 27,590,155
—EZBER - Mortgages 14,074,495 13,139,615
—B5mE - Trade finance 7,135,572 6,911,081
— Efth - Others 12,289,676 12,377,528
BEERER Gross advances to customers 105,230,046 97,977,520
E5ER Trade bills 7,384,057 5,925,648
HAh& 2 (FIE38) Other assets (Note 38) 6,514,742 5,737,876

119,128,845 109,641,044
bk : BEEE Less: impairment allowances
— &R F A - Individually assessed (238,250) (244,294)
— kR ERTHE - Collectively assessed (296,666) (201,212)

(534,916) (445,506)
BIREEER M EWIELER Investments in securities included
7 BHIEE (KisE27) in the loans and receivables
category (Note 27) - 1,062,631

FHEERKEMEE Advances and other accounts 118,593,929 110,258,169
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A5 R R I

(CABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

() EFERKBRREZRBEZERE (@)

BREHRE

Reconciliation of allowance account for losses on loans
and advances to customers and trade bills

AEERE - ERIFME
Impairment allowances
- Individual assessment

REER Hith &%
&8 Group Mortgages Others Total
BAERKBHRELEE 22T Movement in impairment allowances on loans
and advances to individuals
201341 A1 HE &R Balance at 1 January 2013 257 1,155 1,412
HERE (E) /R Impairment losses (reversed)/charged (819) 563 (256)
RELERE M HER Loans written off as uncollectible - (759) (753)
WEERAEFHEZER Recoveries of advances written off in previous years 780 709 1,489
201312 A31H At 31 December 2013 218 1,674 1,892
20141 A1 HI&E SR Balance at 1 January 2014 218 1,674 1,892
REBE (%) RE Impairment losses (reversed)/charged (768) 1,844 1,076
ReEBRETMEE Loans written off as uncollectible - (703) (703)
BB REEMSE . B Recoveries of advances written off in previous years 768 693 1,461
2014F12A831H At 31 December 2014 218 3,508 3,726
REEE-GRETE
Impairment allowances
- Collective assessment
SRS BEER Hith aF
58 Group Credit cards Mortgages Others Total
BAERRBNHBEE 22 Movement in impairment allowances
on loans and advances to individuals
2013F 1 A1 AMEH Balance at 1 January 2013 27,029 4,725 40,863 72,617
L EEERE Impairment losses charged 50,812 1,944 91,923 144,679
RELBEETMEE Loans written off as uncollectible (64,926) = (106,391) (171,317)
WEE AT FMEZER Recoveries of advances written off
in previous years 13,123 - 16,804 29,927
B R E A FR Exchange and other adjustments - 7 5 12
201312 A31H At 31 December 2013 26,038 6,676 43,204 75,918
201451 A1 BHEVEH Balance at 1 January 2014 26,038 6,676 43,204 75,918
REBBRE Impairment losses charged 53,727 3,718 139,283 196,728
KRELEEETMEE Loans written off as uncollectible (66,561) - (144,873) (211,434)
WEBRTFHE L ER Recoveries of advances written off
in previous years 13,486 - 15,889 29,375
RO kS Exchange and other adjustments = (29) ®3) (32)
2014512 A 31 At 31 December 2014 26,690 10,365 53,500 90,555
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(LABEEF o R) (Expressed in thousands of Hong Kong dollars)

() EFERKBRREZFBEZBRE

(@) Reconciliation of allowance account for losses on loans

BER B HERR @ and advances to customers and trade bills (Continued)
BERRE - BRI
Impairment allowances-Individual assessment
AHER EAmE
Term BRER Trade Eftr fit
&N Group loans Mortgages finance Others Total
PEETRBR Movement in impairment
HERG22D allowances on loans and

advances to corporate entities
2013F1 A1 BfER Balance at 1 January 2013 8,200 1,289 15,804 64,021 89,314
REEERE/(B%) Impairment losses

charged/(reversed) 83,064 (321) 103,629 (24,320) 162,052
AEEEETHESE Loans written off as uncollectible = = (7,175) (18,783) (25,958)
WEBREERE &R Recoveries of advances written

off in previous years 2,725 322 1,503 12,116 16,666
ERAE Exchange adjustments - - - 328 328
2013128318 At 31 December 2013 93,989 1,290 113,761 33,362 242,402
20141 A1 A& Balance at 1 January 2014 93,989 1,290 113,761 33,362 242,402
REFERE/ (DR Impairment losses

charged/(reversed) 68,052 (1,010) 142,687 17,704 227,433
A ERETHEE Loans written off as uncollectible (122,907) - (114,316) (25,606) (262,829)
WEBREEREZER Recoveries of advances written

off in previous years 217 25 1,635 8,014 9,951
ERARREMAR Exchange and other adjustments (2,001) - (938) - (2,939)
20145128318 At 31 December 2014 37,410 305 142,829 33,474 214,018

REER -G
Impairment allowances - Collective assessment
RHER EAmE
Term BRER Trade At fit
&9 Group loans Mortgages finance Others Total
PEERRBE Movement in impairment
HERRE22D allowances on loans and

advances to corporate entities
2013F1 A1 BfER Balance at 1 January 2013 27,7116 6,109 21,420 42,078 97,323
REERRA Impairment losses charged 3,121 2,238 6,873 16,418 28,650
ARERETHEE Loans written off as uncollectible - - - (2,086) (2,086)
WEEREERE 2 ER Recoveries of advances written

off in previous years - - - 8 8
R REMRE Exchange and other adjustments 604 - 23 453 1,080
2013 12A31H At 31 December 2013 31,441 8,347 28,316 56,871 124,975
201451 A1 BNER Balance at 1 January 2014 31,441 8,347 28,316 56,871 124,975
FEBBRE Impairment losses charged 27,125 5,859 40,769 13,419 87,172
AEEEETHEE Loans written off as uncollectible - - - (5,308) (5,308)
WEBREEHE B Recoveries of advances written

off in previous years - - - 9 5)
EXREMRE Exchange and other adjustments (492) - (96) (511) (1,099)
2014%12R318 At 31 December 2014 58,074 14,206 68,989 64,476 205,745

DAH SING FINANCIAL HOLDINGS LIMITED |

221



BRI

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
() Bt RN ERHEMERE 2B EEMEKRE (b) Reconciliation of allowance account for losses on
HERR accrued interest and other accounts

RE%ERE - B —
REME 18 B 34
Impairment Impairment
allowances - allowances -
Collective Individual
assessment  assessment
EEAER  EHRAER
HitfRE HitfkE

Accrued Accrued

interest interest

and other and other

£H Group accounts accounts
EstRIS R EMmERE Movement in impairment

REEEZ2E allowances on accrued interest
and other accounts

201341 A1 HEY &R Balance at 1 January 2013 638 -

(B &5 18 [l B Impairment losses reversed (319) -

2013412 A31H At 31 December 2013 319 -

20144F1 A1 HEV&E % Balance at 1 January 2014 319 -

BB IR Impairment losses charged 47 20,506

2014512831 H At 31 December 2014 366 20,506
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(LAEBEFThz5I7R)

(M) BEEEFERRBRCHEHERE
IBRINT -

(Expressed in thousands of Hong Kong dollars)

P

(c) Loans and advances to customers include finance

lease receivables as follows:

£8 Group 2014 2013
KRETERENE 2 RIAREEE Gross investment in finance
lease receivable:
1F AR Not later than 1 year 2,701,878 2,512,655
1FAEESF Later than 1 year and not later
than 5 years 4,066,931 3,799,857
5 F Later than 5 years 2,406,979 3,320,741
9,175,788 9,633,253
BERE 7 RKEE B & WA Unearned future finance income
on finance leases (1,045,112) (1,271,252)
BEHEREFRE Net investment in finance leases 8,130,676 8,362,001
BMEREREFHEIOMAT ¢ The net investment in finance
leases is analysed as follows:
1F AR Not later than 1 year 2,415,545 2,218,486
1FALEESF Later than 1 year and not later
than 5 years 3,696,568 3,376,449
5 F Later than 5 years 2,018,563 2,767,066
8,130,676 8,362,001

R2014F12 A31 8 LB EHRERELE
M8 B EERFIRREE (2013 4F « £E) ©

R2014F12 A31 8 AEB 2 EFURELEFER
FEAAE 2 B E S EKEERNEESH A
34,002,000 7T (2013 4F : 33,731,000 7T) °

There is no unguaranteed residual value included in the gross

investment in finance lease above as at 31 December 2014 (2013:Nil).

The allowance for uncollectible finance lease receivables included

in the impairment allowances as at 31 December 2014 of the Group
amounted to HK$34,002,000 (2013: HK$33,731,000).
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BRI

(LAEBEFThz5I7R)

@

(Expressed in thousands of Hong Kong dollars)

Group 2014 2013

HAH SRR EF D B 2EFRE

— R R E R T A ETIRR

— IRH RS B

kR - BEERE

— AT

R HERE D B RER
Mg IRz B E (FE)

]

R2013F 12 A 31 BINARF B RRVBHERESEAR
REERFB EHFRECHEREE A - R20134F
128310 ZERECHHBB1F -

REFRAHEERNER D EMN201456 A5H
MABEZERRE  ERAREFH BRI HEESR
Bl o FIEH2BKTEEI0 (F)

AFEemEERFRAR |

Investments in securities reclassified
from the available-for-sale category
— At fair value under fair value hedge

(for hedging interest rate risk) - 548,651
— At amortised cost - 588,939
- 1,137,590

Less: impairment allowances
— Collectively assessed - (75,000)

- 1,062,590

Investments in securities classified
as loans and receivables upon
initial recognition (Note) - 41

- 1,062,631

Note:

Investments in securities classified as loans and receivables upon initial
recognition and outstanding as at 31 December 2013 were overdue at the time
of recognition. As at 31 December 2013, these investments were overdue for
more than one year.

For investments in securities reclassified from the available-for-sale category
in the previous years and remaining outstanding as at 5 June 2014, they were
reclassified to the available-for-sale category on the same date. For details,
please refer to Note 30(a).



(LAEBEFThz5I7R)

BREERKEERFIBRER 2 EHRE DN
T

P

(Expressed in thousands of Hong Kong dollars)

Investments in securities included in the loans and receivables

category are analysed as follows:

&£HF Group 2014 2013
BISE 5 Debt securities:
—BBLINET - Listed outside Hong Kong - 1,187,590
—3ELET - Unlisted = 41
- 1,137,631
ek REEE Less: impairment allowances
— R A — Collectively assessed - (75,000)
- 1,062,631
MiEHZhE Market value of listed securities = 1,020,565

R2013F12 A31 8 ' LillEEESFRELHLR
WEBITERBERGE ©

BREEERRERIRER
ZRERERBITHRE
BRIDHTEAT

—RITREM RS
—%

As at 31 December 2013, there were no certificates of deposit held

included in the above balances of investments in debt securities.

Investments in securities included
in the loans and receivables
category are analysed by
categories of issuers as follows:
— Banks and other financial institutions

— Corporate entities

668,806
468,825

1,137,631
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

(F) BREERREVRFTEEN 2ESFRKR (@) Reconciliation of allowance account for losses on
BErEEEEREHRRE investments in securities included in the loans and
receivables category

B
Impairment allowances
18 5l 714 ARG
Individually Collectively

assessed assessed
2013F 1 A1 BH&#R Balance at 1 January 2013 58,251 100,000
VEREY SE=IEIE Impairment losses released - (25,000)
B Allowance written off (57,170) -
PE H F & Exchange adjustments (1,081) =
2013412 A31H At 31 December 2013 - 75,000
20141 A1 BR4E% Balance at 1 January 2014 - 75,000
BB EE B Impairment losses released = (75,000)

2014%12H31 H At 31 December 2014 - -
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(LAEBEFThz5I7R)

P

(Expressed in thousands of Hong Kong dollars)

&£E Group 2014 2013
BRES Debt securities:
—&BEm - Listed in Hong Kong 11,929,660 12,114,443
—BBLINET - Listed outside Hong Kong 9,151,353 13,067,076
—3ELET - Unlisted 1,920,824 1,711,066
23,001,837 26,892,585
SRS Equity securities:
—&BEm - Listed in Hong Kong 342,366 196,174
—BBLINET - Listed outside Hong Kong 83,297 79,935
—3E LT — Unlisted 297,003 270,705
722,666 546,814
At SR e Total available-for-sale securities 23,724,503 27,439,399
EEa Note:

2014512 A31H - REB B R2014F R ER K
FERRBEANETSENAIHREEEHZIHFOER
15,000,000 47T 2 (B - BEEIH 2 FEELHM
FE30(F) o

MR2014F K 2013F 12 A31H » LillEEEFREL S
AN EBIERF B FNGE °

AHEEES
BEITHBRROTAT

— RRBBT R RERTT

—RERE
—RITREMEEEE

—BE
—H A

As at 31 December 2014, the Group had impairment of HK$15 million
recognised against those available-for-sale debt securities that were
reclassified in 2014 from the loans and receivables category. Please refer to
Note 30(a) for details relating to the reclassification.

As at 31 December 2014 and 2013, there were no certificates of deposit held
included in the above balances of investments in debt securities.

Available-for-sale securities are
analysed by categories of
issuers as follows:

— Central governments and

central banks 2,535,358 3,181,651

— Public sector entities 198,916 205,067
- Banks and other financial

institutions 5,187,382 6,585,507

— Corporate entities 15,800,319 17,464,646

- Others 2,528 2,528

23,724,503 27,439,399
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BRI

(LAEBEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

&£E Group 2014 2013
BRES Debt securities:
—&BEm - Listed in Hong Kong 2,255,635 731,541
—BBLINET - Listed outside Hong Kong 5,234,147 2,799,824
— 3k LT - Unlisted 3,557,419 2,312,540
11,047,201 5,843,905
hEScTE Market value of listed securities 7,519,030 3,602,160
BREBKES Included within debt securities are:
—BENFERE - Certificates of deposit held 1,947,377 1,106,272
— HihERE 5 - Other debt securities 9,099,824 4,737,633
11,047,201 5,843,905
B R B IRBITHE Held-to-maturity securities are
HRIAMTIT - analysed by issuers as follows:
— FR REURT B R R R AT - Central governments and
central banks 1,219,264 935,473
—NEHIE - Public sector entities 19,923 222,142
—RITRE A R - Banks and other financial
institutions 4,993,341 3,196,869
— 1% — Corporate entities 4,814,673 1,489,421
11,047,201 5,843,905

Fal 23Rz 2014F 12 A31 HHRESBIEHKNAA]
HEEBRETHEZ2FES(2013F « &) - 515
BRHMIFE30(2) °

AFEemEERFRAR |

The outstanding balance as at 31 December 2014 reported above

included the securities reclassified from the available-for-sale

category during the period (2013: Nil). Please refer to Note 30(b) for

details.



(LAEBEFThz5I7R)

ARBERBE2014F12 831 BIEFERENRD
BETIISREE -

() Efo BEEEERRERREERR
ZREREZATHHEER

R2014F6 A5H » AEB A EZRKLEWIELE
RIEF D IBATE BIEEE % B FIE 18 B I &
AERAARHEERZEHEE -

ZECMEEREN BB ZATERREES
711/5828,504,0005% 7T }2 873,550,000 7T © EFT
DEERFE 4 2 A T{EE 8 45,046,000 8 T2 711
Hih 2 ERES o

() EFTRETARLETHRRFESR
&

R2014F6A26H ' AEBEFHERTEEH
D FERE 48T {E /& 4,378,815,0008 7T 2 Al H &
BHBHFAFEIPES  REAEEESFHE

ZEEFZBREEH -

AREBREZ2013F12 A1 BIEFERIES
BT eRmEE -

P

(Expressed in thousands of Hong Kong dollars)

The Group made the following reclassification of financial assets in the
year ended 31 December 2014.

(@) 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.

The Group did not reclassify any financial assets in the year ended 31
December 2013.

£8 Group 2014 2013
EREEFE Share of net assets 3,402,295 2,960,370
GES Goodwill 344,623 344,623
AEt Total 3,746,918 3,304,993
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(CABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

&£E Group 2014 2013
1HA1H At 1 January 3,304,993 2,437,031
BIMEE Additional investment = 330,000
FEIERRTRIR A Share of results, net of tax 602,299 578,556
FEIERR AR E B Share of investment revaluation

reserve, net of tax 43,644 (20,399)
RELE 2 EE Loss on deemed disposal - (56,971)
B8 Dividend received (129,187) (35,624)
MEHER Exchange differences (74,831) 72,400
12H31H At 31 December 3,746,918 3,304,993
MR2014F 2 20135F 12 A1 B2 BE RAl 2+ 2 The following is the key information relating to the associate as at 31
AR December 2014 and 2013:

R E i B FEEK Frih =B Dt
=28 Place of incorporation Principal Percentage of interest
Name and operation activities in ownership
2014 2013

BEERIT EE A RAFE R1T
Bank of Chongqging People’s Republic of China Banking 16.95% 16.95%
() EERITZBEMKESR (@) Selected financial information of BOCQ
BEERITZEEGT2EBHAR12A318 - BE The statutory accounting reference date of BOCQ is 31 December.
2014 2013412 A 31 HILFEHRE - AEE For the year ended 31 December 2014 and 2013, the Group included
REZE2014F12 31 H X 2013F 12 A31 H1E the results of BOCQ on the basis of financial statements made up to
12@BZHERREBRSERIRITZES - the 12 months to 31 December 2014 and 31 December 2013.
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(CABREFThz5I7R)

() EERTZREMBER @

(Expressed in thousands of Hong Kong dollars)

P e

(a) Selected financial information of BOCQ (Continued)

2014 20134
12A31H 12H31H
At At
31 December 31 December
2014 2013
ERRTZREEERARBEH Selected balance sheet information
of BOCQ
B RIEP RIBITH LG54 Cash and balances with central banks 44,609,051 42,025,557
FEME M IRTT R & BlikE Due from other banks and
financial institutions 67,989,236 41,155,814
REERRBR Loans and advances to customers 130,100,237 113,490,008
Hitt S pEE Other financial assets 94,690,965 63,302,319
Hith &R Other assets 5,660,511 4,792,053
BESE Total assets 343,050,000 264,765,751
R EMIRTT R & kg Due to other banks and
financial institutions 102,010,776 43,212,243
BFEEX Customer deposits 209,845,853 190,521,733
HiteRA R Other financial liabilities 4,729,774 6,117,356
Hi G & Other liabilities 6,591,418 7,655,843
BEAT Total liabilities 323,177,821 247,507,175
BmaE Total equity 19,872,179 17,258,576
ERRIT REERAFTE Reconciliation of BOCQ’s total
RINBITERE B HERA shareholders’ equity to the
ZIRHEELRR carrying amount in DSB’s
consolidated financial statements
RIBRITRIGRRERAFT DSB’s share of total shareholders’ equity 3,368,619 2,925,576
m: WERZBER AT ERARE Add: Goodwill and fair value adjustment
at acquisition 378,299 379,417
REE Carrying amount 3,746,918 3,304,993
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() EERTZREMBER @

(Expressed in thousands of Hong Kong dollars)

(a) Selected financial information of BOCQ (Continued)

BE12ANBLFE
For the year ended

31 December

2014 2013
ERIRITERBGEEREER Selected income statement
information of BOCQ
R BUA Net interest income 7,832,779 6,540,557
FIRIEE RASKA Net fee and commission income 1,142,352 814,101
BB EER Loan impairment charges (1,118,118) (676,608)
TEREHER Depreciation and amortisation (171,951) (146,976)
BIEX H Tax expense (1,210,584) (919,685)
FEmF Profit for the year 3,553,508 2,941,846
Hh 2w (Ei1E) Other comprehensive income/(loss) 254,628 (120,406)
2HE =B Total comprehensive income 3,808,136 2,821,440
BREERITIRE Dividends received from BOCQ 129,187 35,624
&= Group 2014 2013
FEEMARMG » AR Unlisted shares, at cost 20,000 20,000
FEMR U 14 S Share of post-acquisition reserves 45,694 39,657
65,694 59,657

AFEemEERFRAR |




P

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
R2014E K% 2013412 A 31 By H A HI E 8240 The following are the jointly controlled entities as at 31 December
N 2014 and 2013:
LEEEZED T
FTEEBRQE B Percentage of
z28 i 1th 26 Principal activities and effective interest
Name Place of incorporation place of operation in ownership
SREEEIR AR A A i KEER - BE
Bank Consortium Hong Kong Investment holding,
Holding Limited Hong Kong 13.333%
REHETEARAT] B BIELER - B
Bank Consortium Hong Kong Mandatory provident fund
Trust Company Limited business, Hong Kong 13.333%
REERmARAT B BIERER - B
BCT Financial Limited Hong Kong Mandatory provident
fund business, Hong Kong 13.333%
AEEERBIERBR AR BB ATIK The Group’s interest in Bank Consortium Holding Limited is held by
IRITIRA - MEBEETARATRRESHE DSB, a subsidiary of the Company. Bank Consortium Trust Company
RARIREIERERARIZEENB AR Limited and BCT Financial Limited are the wholly owned subsidiaries
of Bank Consortium Holding Limited.
AT Company 2014 2013
WE - LR Investments at cost:
EBE LMD Shares listed in Hong Kong 4,565,307 3,669,197
JE TR, Unlisted shares 478,833 478,833
5,044,140 4,148,030
R TE Market value of listed shares 12,963,724 12,713,560
U TERMIB AR 2 BES AEER 28 5% The amounts due from/to subsidiaries are unsecured, interest free and
RENER ° repayable on demand.
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BRI

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

R2014F 1231 H ' ARRIZHWBRARWT :

The following is a list of the Company’s subsidiaries as at 31

234

December 2014:

RGBS BERTEBRRE

T Percentage of shares held Particulars of

AREE FTEEK Place of B ik issued ordinary

Name of company Principal activity incorporation Directly Indirectly share capital
ABRTREERAF REER BB

Dah Sing Banking Group Limited* Investment holding Hong Kong 74.6% - HK$6,850,353,710
R REBRAF RERR 0

Dah Sing Company Limited Investment holding Hong Kong 100% - HK$1,000,000
AHTRER (1976) BR AR —RiRR B

Dah Sing Insurance Company (1976) Limited General insurance Hong Kong 100% - HK$196,000,000
BEZ BRE

Dah Sing Holdings Limited Inactive Bermuda 100% - US$100,000
ARBRREERAF] iR &

Dah Sing Insurance Agency Limited Insurance agency Hong Kong 100% - HK$500,000
AR AR IR BB

Dah Sing Insurance Services Limited Insurance services Hong Kong 100% - HK$10,000,000
REER BRE

Dah Sing International Limited Investment holding Bermuda 100% - US$100,000
AITASRBERAF AERR BRE

Dah Sing Life Assurance Company Limited Life assurance Bermuda 100% - US$25,000,000
mEZ ERRIEE

Dah Sing Medical Science Investment Incorporated  Inactive British Virgin Islands 100% - US$50,000
BEZ BB

Dah Sing Secretarial Services Limited Inactive Hong Kong 100% - HK$2
BEX &

DSE Investment Services Limited Inactive Hong Kong 100% - HK$1,000,000

(Note () (£ (F))

BEX BES

Filey Investment Corporation Inactive Panama 100% - US$2
NERE HRRIHE

High Standard Investment Ltd. Property investment British Virgin Islands 100% = Us$2
MKEREBRAT BEZ BB

Newinner Investments Limited Inactive Hong Kong 100% = HK$2
RERBERRR BEX ARE

Dah Sing Insurance Company Limited Inactive Bermuda 100% - HK$51,000,000
mEZ )

WOF Escrow Limited Inactive Hong Kong 100% - HK$25,000,000
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P

(Expressed in thousands of Hong Kong dollars)

FrERGBE 2 BRTEBRRE

i 2 Percentage of shares held Particulars of

INCEL TEER Place of B B issued ordinary

Name of company Principal activity incorporation Directly Indirectly share capital
YN RERM BB

World Prosper Limited Investment holding Hong Kong 100% = HK$1
RERR EBERIES

Upway Wealth International Limited Investment holding British Virgin Islands 100% - US$1
mez B

DSFH Limited Inactive Hong Kong = 100% HK$2
REZM RERAMS

DSGI (1) Limited Investment holding British Virgin Islands - 100% US$t
RERR EBERIES

DSLI (BVI) (1) Limited Investment holding British Virgin Islands - 100% US$1
REER RERAHS

DSLI (2) Limited Investment holding British Virgin Islands = 100% US$1
REEM RERAHS

DSMI Group Limited Investment holding British Virgin Islands - 100% US$1
EREXBRAA BEX BB

Luen Fung Investment Company, Limited Inactive Hong Kong - 100% HK$303,000
RFIRB AR —ffRE il

Macau Insurance Company Limited General insurance Macau = 96% MOP120,000,000
RPAASREERAT AERE il

Macau Life Insurance Company Limited Life Insurance Macau - 96% MOP92,000,000
REBITERAF ;1T BB

Dah Sing Bank, Limited Banking Hong Kong - 74.6% HK$6,200,000,000
REHRAT (PE) BRAR Eiich] hEARANE

Dah Sing Bank (China) Limited Banking People’s Republic = 74.6% RMB1,200,000,000
of China
L9 (1931) BRAR NERE &R

MEVAS (1931) Limited Property investment Hong Kong = 74.6% HK$400,000,000
RPBERTROBRA S il

Banco Comercial de Macau, S.A. Banking Macau - 74.6% MOP225,000,000
BEZ EBRIES

Channel Winner Limited Inactive British Virgin Islands - 74.6% US$1
AHERESBRLA mez BB

Dah Sing Computer Systems Limited Inactive Hong Kong - 74.6% HK$20
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(Expressed in thousands of Hong Kong dollars)

FrERGBE 2 BERTEERRE

i 2 Percentage of shares held Particulars of

INCEL TEER Place of B B issued ordinary

Name of company Principal activity incorporation Directly Indirectly share capital
RHGHERRA EEZ BB

Dah Sing Finance Limited Inactive Hong Kong - 74.6% HK$25,000,000
AERBERERAR R BB

Dah Sing Insurance Brokers Limited Insurance broking Hong Kong - 74.6% HK$200,000
BE RERAHS

Dah Sing MTN Financing Limited Financing British Virgin Islands = 74.6% USS$1
AHEEERLA RIEBARE BB

Dah Sing Nominees Limited Nominee services Hong Kong - 74.6% HK$100,000
RERR &b

Dah Sing Properties Limited Investment holding Hong Kong - 74.6% HK$9,998
BE RERAHS

Dah Sing SAR Financing Limited Financing British Virgin Islands = 74.6% US$1
REEM BB

DSB BCM (1) Limited Investment holding Hong Kong = 74.6% HK$1
RERR &b

DSB BCM (2) Limited Investment holding Hong Kong - 74.6% HK$1
mez RERAHS

DSLI (1) Limited Inactive British Virgin Islands - 74.6% US$1
RHEHBRAF BHEE B

Dah Sing Securities Limited Securities dealing Hong Kong = 74.6% HK$10,000,000
BEZ BB

MEVAS Nominees Limited Inactive Hong Kong - 74.6% HK$50,000
RREWE (BE)BRAA mez £

Pacific Finance (Hong Kong) Limited Inactive Hong Kong = 74.6% HK$450,000,000
ZEMBERAT i BB

OK Finance Limited Money Lending Hong Kong - 74.6% HK$1,000
BEZ A

Cycle Chance Limited Inactive British Virgin Islands 100% - US$2
NERE RERAHS

Dragon Tiger Limited Property investment British Virgin Islands = 74.6% Uss$2
MERE RERAHE

Estoril Court Limited Property investment British Virgin Islands - 74.6% Uss$2
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P

(Expressed in thousands of Hong Kong dollars)

FrERGBE 2 BERTEERRE

i 2 Percentage of shares held Particulars of

INCEL TEER Place of B B issued ordinary

Name of company Principal activity incorporation Directly Indirectly share capital
MERE RERAHS

Grandmart Investments Limited Property investment British Virgin Islands - 74.6% US$2
ZEBRAF NERE LA

River Long Limited Property investment British Virgin Islands - 74.6% US$2
MNBEEERAR NERE B

Modern World Holdings Limited Property investment Hong Kong = 74.6% HK$1
MNEBRBERAT NERE BB

Modern Bright Hong Kong Limited Property investment Hong Kong - 74.6% HK$1
BEZ LA

Shinning Bloom Investments Limited Inactive British Virgin Islands - 74.6% US$1
NERE RERAHS

Skill Sino Limited Property investment British Virgin Islands - 74.6% US$2
REBRAF NERE RERAHS

Solar China Limited Property investment British Virgin Islands - 74.6% US$2
NERE LA

Superb Future Limited Property investment British Virgin Islands - 74.6% US$2
REER EBRIEHE

South Development Limited Investment holding British Virgin Islands = 74.6% US$1
MERE RERUMS

Talent Union Holding Limited Property investment British Virgin Islands - 74.6% US$2
HEREBRAR NERE BB

Vanishing Border Investment Services Limited Property investment Hong Kong - 74.6% HK$20
NERE RERAHS

Well Idea Enterprises Limited Property investment British Virgin Islands = 74.6% US$1
MERE RERUHE

Wise Measure Limited Property investment British Virgin Islands - 74.6% US$1
BEX BRES

D.A.H. Hambros (Channel Islands) Limited Inactive Guernsey - 56.3% US$15,000
RERR BRE

D.A.H. Holdings Limited Investment holding Bermuda = 56.3% US$1,000,000

* EEEMEXHMERAR LT

Listed on The Stock Exchange of Hong Kong Limited
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BRAFTRTT (R E) BRAR « SRPIRZERITARD
BMRAF] * D. A. H. Hambros (Channel Islands)
Limited (DAHCI)) - RFIRERBR A 7 KR
ASREBR AR R L5 BAEEE AN
SHATIIN B AR ERBLE -

BRAFRTEBERARRAFMBITERAEE
RBER ARSI LA AR RMAREH
TR B & LASM T TS - BB B R
FXALZ AAA R AR A FALL o

KFTERIT (FRE) AR A AR 2008 G 7 A B A
HEEMA S - R ESREAREMBE Z AR E M
AIBRAR] (BReE  BAIRMZLER
&)

e

(F) DSE Investment Services Limited 2577 X AL
AN INEEITHA(E 7008 TTRIE AR ©
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(Expressed in thousands of Hong Kong dollars)

Except for Dah Sing Bank (China) Limited, Banco Comercial de
Macau, S.A., D.A.H. Hambros (Channel Islands) Limited (“DAHCI”),
Macau Insurance Company Limited, Macau Life Insurance Company
Limited, and companies incorporated outside Hong Kong specified
above, all other companies operate in Hong Kong.

Except for Dah Sing Banking Group Limited and Dah Sing Bank,
Limited which are public limited companies, all the above companies
are private companies or, if incorporated outside Hong Kong, have
substantially the same characteristics as a Hong Kong incorporated
private company.

Dah Sing Bank (China) Limited was incorporated in Mainland China in
July 2008. It is registered as “Limited liability company” (solely funded
by Taiwan, Hong Kong or Macau corporate body) under the laws of
the People’s Republic of China.

Note:

(a) In addition to the ordinary shares issued by DSE Investment Services
Limited, it also has preference shares in issue totalling HK$700.



(LAEBEFThz5I7R)

P

(Expressed in thousands of Hong Kong dollars)

BOER EFBR
& BREE EVEE

BREE Core  Customer
HE Contract deposit  relationship ik £%

] Group Goodwill intangibles intangibles intangibles  Trade name Total
A Cost
201451818k At 1 January 2014 and

2014F12A 318 31 December 2014 950,992 26,499 80,583 69,256 80,927 1,208,257
ZHRE/ B Accumulated impairment/

amortisation

2014F1 /11 At 1 January 2014 - 26,499 80,583 61,953 - 169,035
FR% (i 12) Charge for the year (Note 12) - - - 3,711 = 3,711
20145128318 At 31 December 2014 - 26,499 80,583 65,664 - 172,746
REE Carrying value
20145128318 At 31 December 2014 950,992 - - 3,592 80,927 1,035,511

B EPRE
A BVEE BVEE

mlEE Core  Customer
B Contract deposit  relationship ki a3

£H Group Goodwill intangibles intangibles intangibles  Trade name Total
A Cost
2013F1 A18R At 1 January 2013 and

20135124318 31 December 2013 950,992 26,499 80,583 69,256 80,927 1,208,257
ZHAE/ B Accumulated impairment/

amortisation

2013F1R1A At 1 January 2013 - 26,499 80,583 57,195 - 164,277
ERX M (A 12) Charge for the year (Note 12) - - - 4,758 - 4,758
2013F 12310 At 31 December 2013 - 26,499 80,583 61,953 - 169,035
REE Carrying value
2013128310 At 31 December 2013 950,992 - - 7,303 80,927 1,039,222

EERABRZEBVEERREALN  BROEREE
FRFEEBTEEBARBERERENF5E12
FZRREHHE ARAREANRYESF
RIS EDRUE B B S AR AN B RFE R EE BT

N °

Intangible assets of finite life include contract intangibles, core
deposit intangibles and customer relationship intangibles, and are
amortised over their useful life ranging from 5 to 12 years using a
diminishing balance method. Trade name is carried as an asset of
indefinite life and is tested annually for impairment losses. It is carried
at cost less accumulated impairment loss.
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g

MBS BIRENI SRR ELE —BNEBD
BERAZHSELBN ((ReELENM]) - &
EOEMEZIIAT -

Il

(Expressed in thousands of Hong Kong dollars)

Goodwill is allocated to the Group’s cash-generating units (“CGU”)
identified according to business segments in line with the internal
management reporting structure. A summary of goodwill allocation is
presented below.

2013%F12A31HE
2014%12H31 H
At 31 December 2013 and 31 December 2014

BRBIT &8 ASRAT BIMRT
Commercial Personal Overseas R B &5t
£8 Group Banking Banking Banking Insurance Total
B Hong Kong 196,478 122,189 - - 318,667
R Macau - - 493,023 139,302 632,325
196,478 122,189 493,023 139,302 950,992

MEEGFERENR  HHERBFE ERE
EMEEZHRECELEMADIRSE - Xt HE
FAEEEERABMES - A5 F5HE 2 78RR
R CEERBASFEREXBNAEEFIEE
RO2%HBESFUNBRENXE - Z5F:EHM
BERABEREHEERSEEEN 2 EBR
ZEEF A TE BB HA R RO AEIE I 2 5T BT il
FTER MR EDEENAEBEREBITEES
ReEEBMNZEEEBER 2 &N INET
HY - BITEBRESELBEN 2B RE9.7%
(20134 : 10.1%) - MIREEBBESEEE N2
BRIR = %8.8% (20134 : 9.6%) °

RSB FETZREARADER2REARELR
SR BRI E (RITHEBHR3% - (REBEK
52%) KA ERRT &I 2 TR A - B LA E a1
RE2% HBIESFABRENXE - FTER 2 AR %
THEERAE B RHARITER 2 & ARKA N
HE - BRI RIEREIT 2 EBFRBITT T 8.8%
Z9.7% (20134 : 9.6% =10.1%) ZfE °

R EAER R E K 2 RERE (2013
FE) -

AFremEEFRAR |

Impairment testing in respect of goodwill is performed annually by
comparing the recoverable amount of CGU determined based on
value in use calculation. The calculations use cash flow projections
prepared by the Senior Management based on a 5-year business plan,
taking into account projected annual growth rate, and in perpetuity
with 2% constant growth rate after the fifth year. The 5-year business
plan was developed by the Senior Management based on their
evaluation of the businesses of the relevant CGU and the conditions
in which such businesses will operate over the projected period. The
discount rate used is based on the Group’s and its Banking Group’s
weighted average cost of capital depending on type of businesses
carried out by CGU, which are 9.7% (2013: 10.1%) for CGU under
banking business and 8.8% (2013: 9.6%) for CGU under insurance
business.

For trade name, impairment testing is performed annually using pre-
tax royalty rates of 3% for banking business and 2% for insurance
business with reference to similar business transactions, projected
revenue in the medium-term plan, and in perpetuity with 2% constant
growth rate after the fifth year. The discount rate in the range of 8.8%
10 9.7% (2013: 9.6% to 10.1%) used is based on the Group’s and its
Banking Group’s weighted average cost of capital depending on type
of businesses carried out.

No impairment losses on goodwill and trade name were identified in
the year (2013: Nil).



(LAB¥EFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

AR5 RR PoE

&R
BERAE
Furniture,
equipment
TE and motor =5
£H Group Premises vehicles Total
BZE2013F12 A1 HILFE Year ended 31 December 2013
FYREFE Opening net book amount 1,417,441 356,636 1,774,077
g Additions 71,157 173,483 244,640
ENMDEREMERTE Reclassification from investment
properties to premises 268,504 - 268,504
ENHBOERENE Reclassification from premises
to investment properties (3,798) - (3,798)
HE Disposals - (5,612) (5,612)
FESH (i 12) Depreciation charge (Note 12) (40,369) (91,609) (131,972)
N =R Exchange difference 1,767 - 1,767
FRREFE Closing net book amount 1,714,702 432,904 2,147,606
2013412 A31H At 31 December 2013
XA Cost 2,008,433 891,216 2,899,649
2iENE Accumulated depreciation (293,731) (458,312) (752,043)
REFEE Net book amount 1,714,702 432,904 2,147,606
HZE20145F12A31 BLLEE Year ended 31 December 2014
FYIRESE Opening net book amount 1,714,702 432,904 2,147,606
g Additions - 158,873 158,873
ENHBOERENE Reclassification from premises
to investment properties (66,966) - (66,966)
HE Disposals - (3,391) (3,391)
FESL (ME12) Depreciation charge (Note 12) (41,191) (116,148) (157,339)
EXER Exchange difference (3,325) (1,400) (4,725)
FRIREFE Closing net book amount 1,603,220 470,838 2,074,058
2014%12A31H At 31 December 2014
XA Cost 1,933,833 1,009,339 2,943,172
ZETE Accumulated depreciation (330,613) (538,501) (869,114)
REFE Net book amount 1,603,220 470,838 2,074,058
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(Expressed in thousands of Hong Kong dollars)

TEZEOFERRE - The net book value of premises comprises:
£E3 Group 2014 2013
TRfEH Leaseholds
EERFA 2 FEHEL Held in Hong Kong on medium-term
(FE10&E 5052 8) lease (between 10-50 years) 1,233,797 1,334,032

EEBAIMNGE 2 IR

Held outside Hong Kong on medium-

(fE10E50F 2 M) term lease (between 10-50 years) 369,423 380,670
1,603,220 1,714,702
£H Group 2014 2013
1H1H At 1 January 589,965 693,434
BN BEREMERTE Reclassification from investment
properties to premises - (268,504)
BRSO RTERKREAME Reclassification from premises to
investment properties 103,499 83,701
EHAFEWE Fair value gains on revaluation 93,239 81,334
12H31H At 31 December 786,703 589,965
A YEEmFERE The net book value of investment properties comprises:
£H Group 2014 2013
RS Leaseholds
EERFA 2 FEHEL Held in Hong Kong on medium-term
(fE10E50F 2 M) lease (between 10-50 years) 562,475 424,506
FEBBAINGE 2 R EAEL Held outside Hong Kong on medium-
(fE10E50F 2 M) term lease (between 10-50 years) 224,228 165,459
786,703 589,965

AremEEFRAR |




B R& PoE

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

() sTEREMEZ D FE (a)

Fair value measurement of investment properties

AREER 2014 F % 2013F 12 A31 B AK
BYEREAEET T EMN - TGRS
SEBAEME AT (HERS
E¥EM)ARARBUNRESRPEBERN
MERE-AFEHERCRF) BRARA
ML RARPI 2 MR B R LR AR ATR
BEETENAZ2E 2 U5 H T 8
B AT AR B SRAEAT o

MIZEEAMEZHERR  HEFEM
BREENF1BF(AFEABITZAF
BEEE -—BEEFARTH2EENS 2
R M&ENYERE -

EITREMENEERN  HP—HE
EREBEAKCEREMH WERMENEE
MEFHARNDNREEATHETEAEEEMNE
% PTEEEZ BB T EFHR10,500
#70(20134 : 10,5008 0 ) EFF AR
350,000/%7T. (20134 : 336,000/ 7T) © i
EEMEEN THREENREMELAT
ErEEEEAD AR - R2ZIA -

REMEDBRRERBRUBHRE LD
F13P( R HEAEIP A HESHENEIR
Al e

The Group’s investment properties were last revalued at 31
December 2014 and 2013 by adopting the direct comparison
approach or the income capitalisation approach and with
reference to recent transactions for similar premises as far
as practicable by independent, professionally qualified valuer
Savills (Valuation and Professional Services) Limited for
investment properties in Hong Kong and Mainland China, and
by Savills (Macau) Limited for investment properties in Macau.

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 time, location, and
individual factors such as size and levels of buildings, which
ranged from HK$10,500 (2013: $10,500) to HK$350,000 (2013:
HK$336,000) per square feet. A decrease in unit sale rate would
result in decrease in fair value measurement of the investment
properties by the same percentage 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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(LABREFThz5IR)

(2) DHESERPFEIRBI 2 AFEFAEY
fR=

TRHAVNERBEERTABRRIBEZHEE
BEIRR 2R EMEMFEN R EREIT R
HiR 2 Fl A e B 2 HIBR

@

(Expressed in thousands of Hong Kong dollars)

(b) Reconciliation of fair value measurement in Level 3 of
the fair value hierarchy

The following table provides a reconciliation of the movement
between opening and closing balances of Level 3 investment
properties, measured at fair value using a valuation technique with
significant unobservable inputs:

Group 2014 2013

1HA1H

ENDBRREMERTE

BN BTERREME

— BN BATTEZREFE

—EfBRBBATEEGRHE

12 A31H

RERBEZEEAETMRGERTDHER

AR W E R

— M EBHF AR

RERBEZEEERERT DA ZAR
BRI R

— AT EK

AremEEFRAR |

At 1 January 589,965 693,434

Reclassification from investment

properties to premises (268,504)

Reclassification from premises
to investment properties
— Net book value of premises
reclassified 66,966 3,798
— Surplus on revaluation credited

to premises revaluation reserve 36,533 79,903
103,499 83,701

Fair value gains 93,239 81,334
At 31 December 786,703 589,965

Unrealised gains or losses recognised
in comprehensive income statement
relating to those assets held at the
end of the year
— Net surplus on property revaluation 36,533 79,903

Unrealised gains or losses recognised in
income statement relating to those
assets held at the end of the year
— Fair value gains 93,239 81,334




(LABREFThz5IR)

(R) RS 3IRBI A FEFEL EZNESR

B R& PoE

(Expressed in thousands of Hong Kong dollars)

(c) Information about Level 3 fair value measurement

ERE TABREZHE #E

Valuation technique(s) Unobservable input(s) Range

REMH WARBEETZE THERRE(BHERRE) 2.80% % 3.50%
(20134 : 2.85% £3.50%)

Investment properties Income capitalisation Market yields 2.80% to 3.50%
approach (reversionary yield) (2013: 2.85% to 3.50%)

M5l BEAREL 27 TEAE 104 7T

(20134 : BEHREK20TZHEH80TT)

Market rental HK$27 to HK$104 per square foot

NRARBEETZEERFEZERE
M BRAZAHRFRAREEELR
REBZEVMEZHBETEREAZ
ENET e APEFERTISHEESKIER
BEEF  EmskatR B aREE -

(2013: HK$20 to HK$80 per square foot)

For investment properties of which the fair value is determined using
the income capitalisation approach, the assessment is conducted
on the basis of capitalisation of net incomes with due allowance
for outgoings and reversionary income potential. The fair value
measurement is positively correlated to the market rental and
inversely correlated to the market yields.

£E Group 2014 2013
1A1H At 1 January 1,705,616 1,771,156
FRFREESE 2L Additions from current year

new business 326,346 268,194
SREBBERRE 2 EE) Movement from in-force business (81,926) (58,667)
Hitb Others 68,032 (275,067)
12 A31H At 31 December 2,018,068 1,705,616
£E8 Group 2014 2013
DIREE Reinsurance assets 1,392,927 1,178,780
U FIAERTEMNIER Accounts receivable and prepayments 3,981,690 3,336,910
FEETHRA Accrued income 807,868 776,404
HAth Others 332,257 445,782

6,514,742 5,737,876
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(Expressed in thousands of Hong Kong dollars)

&£E Group 2014 2013
ThEBER B KB EE S Short sales of treasury bills and
treasury bonds 5,597,614 3,362,473
8 Group 2014 2013
ETF R RAERER Demand deposits and current accounts 24,930,707 20,331,799
REFX Savings deposits 26,163,282 18,979,373
TEH - AR EATE R Time, call and notice deposits 89,822,646 88,909,268
140,916,635 128,220,440

BEFEPO&BBEWEEA DS El #eE &
2RI S 2 73 14,329,00078 7T (2013 4F -
31,589,000 7T ) ©

BEH - BAKREBRERIN

ERERIFR

A BB P ER

Included in customer accounts were deposits of HK$14,329,000
(2013: HK$31,589,000) 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.

&£E Group 2014 2013
LR R R R T AT EIER At fair value under fair value hedge

(for hedging interest rate risk) 4,990,231 5,274,902

RE ARSI R At amortised cost 1,119,546 857,659

6,109,777 6,132,561

R2014 F M 2013F R - AEE ARG RVATER
BiEEEMEBETEREANA T EFEREE
Bt B -

AEBEIFEBHTHENRE D HRFIRE RN

SR LY 2 BREE S 3,000,000787T(2013
£ : 59,000,000/87T) °

AremEEFRAR |

During 2014 and 2013, 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$3 million

higher (2013: HK$9 million higher) than the above carrying amount.



(LABREFThz5IR)

B R& PoE

(Expressed in thousands of Hong Kong dollars)

&£E Group 2014 2013
100,000,000 F 7T 2014 FEIHHH US$100,000,000 Floating Rate
FERER  IRBHBKAIER (FF) Notes due 2014, at amortised
cost (Note) - 775,385

3

It Ty A#TER1TIA20114F 4 A 28 BB B AFIRIT ZBUM T
SR EIE R BI%T - WEFMER S ([FRAT]) £
1,2 100,000,000 X T B2 E ([ZIE]) - ZRIEAE
K - &EFHAA2014F 4 A28H -

Note:

This represents US$100,000,000 Floating Rate Notes (the “Notes”) issued by
DSB on 28 April 2011 under DSB’s Euro Medium Term Note Programme, and
were listed on the Singapore Stock Exchange Trading Limited (“SGX”). The

Notes were unsecured and matured on 28 April 2014.

2014 2013
225,000,000 7T 2020 F 2 H5HY US$225,000,000 Subordinated Fixed
ELBEREGE(R)) Rate Notes due 2020 (Note (a)) 1,874,681 1,870,819
200,000,000 E TR A E BEBEER (7 (7)) US$200,000,000 Perpetual
Subordinated Fixed Rate
Notes (Note (b)) 469,056 486,740
225,000,000 3713 7T H 2022 4 E| Hf 7Y S$$225,000,000 Subordinated
EREEGER(GE(R)) Fixed Rate Notes due 2022
(Note (c)) 1,301,352 1,363,978
225,000,000 E T4 2024 F F| HiY US$225,000,000 Subordinated
ERBEGERGECT)) Fixed Rate Notes due 2024
(Note (d)) 1,746,268 =
5,391,357 3,721,537
R A= @ g T A T EI R At fair value under fair value hedge
(for hedging interest rate risk) 4,922,301 3,721,537
RS BR At amortised cost 469,056 =
5,391,357 3,721,537

R2014F K 2013 A » AEBARERIIHTHER
e E R REBEBRAR T EFE R A
ABz o

During 2014 and 2013, the Group did not designate on initial

recognition any subordinated notes at fair value through profit or loss.
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(CABBEFThz5I7R)

it

(%)

(A)

I T3 K 37 R 1T R201062A 118 ¥ 17 2
225,000,000 3 7T £ #7 32 At _E i 3 45 5258 A T N
BANELSBEEB(EBK] - LEEBHHER
202042 A 11 HEH - F£E756.625% * §¥4F
8 =K o RFTRITINE BB —BIBRIRITET L FIR
FHE A EBOEE N SERAUETRITR
RS AEBNZEF SR

I T3 K 37 SR 17 R 2007 F2 8168 F 1T 2
200,000,000 E LA F AT EM W HRE F=E
MipnE AR A E BB EER ([EF]) - LEE
2 IRBHEEH A2017E2 8170 - A%1TH
ZHERUEBEER  F8/56.253%  B¥FN
B—R - Hig  wEBRCEREEREAED -
AHEOFNESEETASEARETRITRERS
1908 F - EEBEBSERELMAE - KFT
SRITRIPAIRIB IR A sk B IR i AR B 3R
ANAZEEERLANE (FEHH) &/ - KFRTT
JRE B —BIRR ERAT AT A Rt i & K i B IS R &
EFEERAUETRITRAEREAERNZE
PR -

2010 F K% 2009 F + KFIRITHRILER 5
MR RBHEUITEELNREZEASEES R A
75,000,000 7T }2.70,000,0003% 7T 2 S0 (&7
MBBZEOBRERESEELER AL
BT -

it J5 K ¥ 8B 1T 201262 A8R 1T 2
225,000,000 7 I0 3% JT1E #7 22 B £ 4 RE A
MINE AR E SR EER ([EK]) - LEEKE
2022462 A9 R EIH - #IZHEE R A2017
F2A90 - AFITHEHREBHEER  §5
£4.875%  BEFMHBE—K - Hi% - HEBEK
EREMEERED TN ESETAER
SEMF M T IERINI7T6 % T - ZEBE
BEE RIELIE - KFBITARBIZHEEER
FARBEEARFENKBUREEERER S
(FEEBM ) BT o RITIRITINE B2 — EPRERITEI L
FR 5 G LG B R EE A i AL E TR
TRZEFRSAEROFBF SR -

AremEEFRAR |

(Expressed in thousands of Hong Kong dollars)

Note:

This represents US$225,000,000 Subordinated Fixed Rate Notes
qualifying as supplementary capital of DSB issued on 11 February 2010
(the “Notes”), which are listed on the SGX. The Notes will mature on
11 February 2020. Interest at 6.625% p.a. is payable semi-annually. An
interest rate swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been entered into with
an international bank.

This represents US$200,000,000 Perpetual Subordinated Fixed Rate
Notes qualifying as upper supplementary capital of DSB issued on 16
February 2007 (the “Notes”), which are listed on the SGX. The Notes
carry an optional redemption date falling on 17 February 2017. Interest at
6.253% p.a. is payable semi-annually from the issue date to the optional
redemption date. Thereafter, if the Notes are not redeemed, the interest
rate will reset and the Notes will bear interest at 3-month LIBOR plus
190 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.

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.



(CABBEFThz5I7R)

& ¢ ()

(T)

It T3 K 37 8R 17 R 201441 8298 ¥ 17 2
225,000,000 % TTIE B BB S R 5 AR QA
(TEAXRSA) T RFEEEBBE IR
ERZHRERNI0FHE SEREES (HETE
BCRITE (BAR) BADZIER) - LEEBHIER
202441 A29 HEHR - EEZMEEH R20195F
1A298 - BRITAEHEEBUEER F854
5.25% ' BEEME - Hi - WEKKRER
BUBERELD  TRONESSEEITRERSF
MEBBEREFEXRMNITSE T -  EREEES
ERTELRE  RFRITAIRBZUERAKE
MISEARA SN REAZEmMEEEL S GE
o) B o RITRITINE B —BFRRITEISL A
K2 S B EB S EE N SERABUETRIT
R S AR ZENFEMAR -

REBE ISR EGEHI R NENNEEE
B F A5 2 BR & 1K 197,000,0005 T (2013
£ : {£212,000,0000 3 7T) °

P

(Expressed in thousands of Hong Kong dollars)

Note: (Continued)

(C)]

This represents US$225,000,000 Basel Ill 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$197 million

lower (2013: HK$212 million lower) than the above carrying amount.

£5H Group 2014 2013
REeHcEMEE Other liabilities under

insurance contracts 2,427,038 2,236,373

HAh, Others 3,544,263 3,604,641

5,971,301 5,841,014
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(Expressed in thousands of Hong Kong dollars)

Other liabilities under insurance contracts are analysed below:

2014
PRDE
#%8 Reinsurers’ FE
£E Group Gross Share Net
—RAREE General Insurance
KAl BRI REFE Unearned premium reserve 433,414 (232,853) 200,561
BEE2HRE Notified claims 449,003 (213,828) 235,175
BERMNERERIRME Claims incurred but not reported 128,888 (34,585) 94,303
ENENE Unexpired risk reserve 2,704 976 3,680
1,014,009 (480,290) 533,719
s Life
RELEHE Policy provisions 1,413,029 (27,505) 1,385,524
&5t Total 2,427,038 (507,795) 1,919,243
—RAREE General Insurance
KRR Z R ERHE Unearned premium reserve
1HA1H At 1 January 442,689 (244,631) 198,058
REBA Written premiums 595,971 (315,463) 280,508
ERIZRE Earned premiums (605,246) 327,241 (278,005)
12 A31H At 31 December 433,414 (232,853) 200,561
EEHRRECERFERERZ2EE Notified and incurred but not reported
RRERERZ#E claims, and unexpired risk reserve
BEE2EHRIEE Notified claims 344,952 (145,566) 199,386
EARMNEBRERZRE Claims incurred but not reported 98,733 (25,271) 73,462
ENEN L Unexpired risk reserve 1,731 897 2,628
1HA1H At 1 January 445,416 (169,940) 275,476
BEXfRE Claims paid (206,154) 75,718 (130,436)
BEANRE Claims incurred 341,333 (153,215) 188,118
12 A31H At 31 December 580,595 (247,437) 333,158
EE2RCRE Notified claims 449,003 (213,828) 235,175
BERMERZ2H 2 RE Claims incurred but not reported 128,888 (34,585) 94,303
KIE R 2 71 Unexpired risk reserve 2,704 976 3,680
580,595 (247,437) 333,158
1S Life
REEES Policy provisions
1HA1H At 1 January 1,348,268 (26,043) 1,322,225
ExXRE Claims paid (880,371) 23,659 (856,712)
BEENRE Claims incurred 945,132 (25,121) 920,011
12 H31H At 31 December 1,413,029 (27,505) 1,385,524

AremEEFRAR |
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RipaHzEMBELTNT « (&)

(Expressed in thousands of Hong Kong dollars)

Other liabilities under insurance contracts are analysed below:

B R& PoE

(Continued)
2013
DR
#8%5  Reinsurers’ Pt

e Group Gross Share Net
—BRIRRR General Insurance
RATBE 2 (REE Unearned premium reserve 442,689 (244,631) 198,058
EE2®mIEE Notified claims 344,952 (145,566) 199,386
BEMERE2H 2 RE Claims incurred but not reported 98,733 (25,271) 73,462
KIEMRR 2 Unexpired risk reserve 1,731 897 2,628

888,105 (414,571) 473,534
=k Life
RELEHS Policy provisions 1,348,268 (26,043) 1,322,225
&5t Total 2,236,373 (440,614) 1,795,759
— MR IRk General Insurance
RATERER 2 (R B Unearned premium reserve
1818 At 1 January 353,224 (176,810) 176,414
REWA Written premiums 629,233 (353,888) 275,345
ERELZRE Earned premiums (539,768) 286,067 (253,701)
12 A31H At 31 December 442,689 (244,631) 198,058
EERREANEBRERZIRE - Notified and incurred but not

PESENTEN ] reported claims, and unexpired
risk reserve

BE2HRE Notified claims 322,518 (172,065) 150,453
FERMEREHR 2 RE Claims incurred but not reported 58,493 (6,326) 52,167
PN EN N Unexpired risk reserve 1,449 1,580 3,029
1818 At 1 January 382,460 (176,811) 205,649
EXRE Claims paid (161,628) 56,878 (104,750)
EANRE Claims incurred 224,584 (50,007) 174,577
12 A31H At 31 December 445,416 (169,940) 275,476
BEE2RCRE Notified claims 344,952 (145,566) 199,386
FERMNERERZRE Claims incurred but not reported 98,733 (25,271) 73,462
KIEmRR 2 Unexpired risk reserve 1,731 897 2,628

445,416 (169,940) 275,476
= Life
RELEHD Policy provisions
1A1H At 1 January 1,364,933 (6,806) 1,358,127
BEXfERE Claims paid (1,202,669) 5,391  (1,197,278)
BEAMNRE Claims incurred 1,186,004 (24,628) 1,161,376
12 A31H At 31 December 1,348,268 (26,043) 1,322,225
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(Expressed in thousands of Hong Kong dollars)

Group 2014 2013

HRHRRAENRERBAZARBERER

DRI ER

HEHRBAORERBAZRKRABFR

EEIRBA HIRERE AL R KA K BB
T -

Gross future liabilities to policyholders

under long-term insurance contracts 10,205,811 8,813,069
Reinsurers’ share (885,132) (738,166)
Net future liabilities to policyholders

under long-term insurance contracts 9,320,679 8,074,903

The movement in future liabilities to policyholders under long-term
insurance contracts is summarised as below:

&£E Group 2014 2013
1A1H At 1 January 8,074,903 8,202,719
RREBEBREZ Change in provisions for future

liabilities 1,245,776 (127,816)
12A831H At 31 December 9,320,679 8,074,903

REFIEEERBENHHEREAGSENITRE
S 85 BN HAR I8 & B A B AT IE & B RS SR AE R IR
Hi[F — M ISIB A AR T alETT o Bz S
T~

Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to offset current income tax assets against
current income tax liabilities and when the deferred income taxes
relate to the same fiscal authority. The offset amounts are as follows:

58 Group 2014 2013
BRI E = Deferred income tax assets 80,591 22,975
RIERIAE & Deferred income tax liabilities (94,398) (57,225)

AremEEFRAR |
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BERBREERABERBERZE 2 BB K
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£HE

B R& PoE

(Expressed in thousands of Hong Kong dollars)

Deferred income tax assets and liabilities analysed based on the
underlying category of temporary differences and the expected date
of recovery and settlement are as follows:

Group 2014 2013

BEERIAEE
— Al 12 {8 AR E 2 SRIETR IR B

BEERBARE

EERIARRE B BT -

Deferred income tax assets:
— Deferred income tax assets to

be recovered after more than

12 months 137,365 88,234
Deferred income tax liabilities:
— Deferred income tax liabilities to
be settled after more than
12 months (151,172) (122,484)
(13,807) (34,250)

The gross movement on the deferred income tax account is as

follows:

&£E Group 2014 2013
1H1H At 1 January (34,250) (10,750)
RUESRAFIBE R (X H) Tax credited/(charged) to the income

(fizE19) statement (Note 19) 56,386 (3,997)
Rz BRATRIA S i Tax charged to equity (35,285) (20,540)
MR ER Exchange difference (658) 1,037
12H31H At 31 December (13,807) (34,250)
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EEHBEERABERAFEZEE  TEER
MRABAEEE T HIEZ GBI

The movement in deferred income tax assets and liabilities during
the year, without taking into consideration the offsetting of balances

254

within the same tax jurisdiction, is as follows:

RIEFRIBEE Deferred income tax assets:
BE
EEREE BEXH
Impairment REAM
allowances BEEE REER Deferred
and Tax Investment expenses &%
58 Group provisions losses revaluation and others Total
2013F1A1H At 1 January 2013 30,878 4,606 24,102 26,939 86,525
R ERAER /() Credited/(charged) to the
income statement 12,594 (541) - 9,255 21,308
RERRAXZ Charged to equity - - (19,937) - (19,937)
ERER Exchange difference 273 - - 65 338
2013F 12 A31H At 31 December 2013 and
%2014F1 711 1 January 2014 43,745 4,065 4,165 36,259 88,234
R ERAER /() Credited/(charged) to the
income statement 52,508 (2,988) - 4,434 53,954
RERRAXZ Charged to equity - - (33,832) - (33,832
ERiimax Reclassification - - 29,667 - 29,667
EHER Exchange difference (582) - - (76) (658)
2014%12831H At 31 December 2014 95,671 1,077 - 40,617 137,365

AFEemEERFRAR |
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P

(Expressed in thousands of Hong Kong dollars)

IRIERIBEERE : Deferred income tax liabilities:
MEHHTE RENZELH
Accelerated TEEfE  Investment REER
BE tax  Premises  properties  Investment 2 ait
58 Group Provisions ~ depreciation  revaluation  revaluation  revaluation Others Total
13%1518 At 1 January 2013 6,207 62,616 - 24,351 3,934 167 97,215
RpERRZE Charged to the income statement 915 11,673 - 12717 - - 25,305
REERRZL Charged to equity - - - - 603 - 603
Eiz2 Exchange difference - - - - (699) - (699)
2013F12A31A At 31 December 2013 and
R2014E1A18 1 January 2014 7,122 74,289 - 37,068 3,838 167 122,484
RARERT L/ (B) Charged/(credited) to the income statement 1,85 7,640 - (11,760) - (167) (2,432
REERAZL Charged to equity - - - - 1,453 - 1,453
EEip] Reclassification - - - = 29,667 = 29,667
145128318 At 31 December 2014 8,977 81,929 - 25,308 34,958 - 151,172

T TS E AR RN ZREBIA ¢

£M

The deferred income tax charged to equity during the year is as
follows:

Group 2014 2013

RCR R 2 NP ERER -

— A HERS

MBARRNRAERE BREREARRR 2B RR 24
EREEFIAS

N

NG

Fair value reserves in
shareholders’ equity:
— available-for-sale securities (35,285) (20,540)

Included in the following statement of financial position captions are
balances with a subsidiary of the Company detailed as follows:

Company 2014 2013

Bank balances 7,962 3,480
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(Expressed in thousands of Hong Kong dollars)

(a) Capital commitments

Capital expenditure in respect of projects and acquisition of fixed

assets as at 31 December but not yet incurred is as follows:

£E Group 2014 2013
EHERREN X Expenditure authorised but
not contracted for 22,710 28,102
BROBERREES ZFAX Expenditure contracted but
not provided for 146,928 169,047
169,638 197,149

(2) FERE

FEBEEEBRIVERETEFZERMIA
BRSEREGERRINESEDT

(b) Credit commitments

The contract and credit risk weighted amounts of the Group’s off-

balance sheet financial instruments that commit it to extend credit to

customers are as follows:

EHEE
Contract amount
&= Group 2014 2013
HEEFERER Direct credit substitutes 683,652 1,858,669
B G HAEE Transaction-related contingencies 302,523 285,002
B 5 AIEE Trade-related contingencies 501,525 651,824
BE: 3 SERIS TR bl Commitments that are
AR unconditionally cancellable
without prior notice 64,212,547 60,823,138
H At Other commitments with an
[RAEARR 7 original maturity of:
— D1 F —under 1 year 3,982,693 5,401,515
—1F R E -1 year and over 998,616 1,497,268
REBTFR Forward forward deposits placed = 12,457
70,681,556 70,529,873
EERMINESEE
Credit risk
weighted amount
&= Group 2014 2013
N B E SR Contingent liabilities and commitments 1,725,203 2,474,576
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(W) BEERZEE

TR AR AEEEINERESBEBELFNEE R
MR ADMBEREEESERZIINEERE
BES
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(Expressed in thousands of Hong Kong dollars)

(c) Assets pledged

Exchange Fund debts pledged with the HKMA to facilitate the Group’s
trading and market-making activities in Exchange Fund debts are as
follows:

Group 2014 2013

ERGEE2ERNEE :
FHEEBERZEMNRE S
AHHEES

HEARIE :
RIEEERZNERE

TRTIBREEGRER TR ESRME 2
BUHES M AR R EZREE

Assets pledged with HKMA:

Trading securities 5,157,236 3,132,132
Available-for-sale securities 395,430 169,051
5,552,666 3,301,183

Associated liabilities:
Trading liabilities 5,597,614 3,362,473

The carrying amounts of the non-government bonds pledged with
unrelated financial institutions under repurchase agreements and the
associated liabilities are as follows:

Group 2014 2013

ClfE = T 2 EMEE -

A EES
FERHES
HEARE :
RITIFR
HAufz B RIERE

BB EFMEABRENAFERER ZE S
BERHEERS °

REEHZERAN - ARETEER - HEHEF
NEES  THHER 2EFNBEITANEER

)
ZN

Assets pledged under repurchase

agreements:

Available-for-sale securities 94,500 512,318

Held-to-maturity securities - 16,882
94,500 529,200

Associated liabilities:

Deposits from banks 89,421 408,051

Other accounts and accruals - 97,862
89,421 505,913

The fair value of the transferred securities and associated liabilities
approximate the carrying amount of the transferred securities.

The Group cannot use, sell or pledge the above securities for the

duration of the repurchase agreements and is exposed to the credit
risk of the issuers of the transferred securities.
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(Expressed in thousands of Hong Kong dollars)

(d) Operating lease commitments

Where a Group company is the lessee, the future minimum lease

payments under non-cancellable building operating leases are as

follows:
&= Group 2014 2013
15 AR Not later than 1 year 151,124 151,259
1FUABRESF Later than 1 year and not
later than 5 years 105,181 202,000
5 Later than 5 years 47,428 61,661
303,733 414,920

IARKESHEEA - B AATBEMERLLEEM
RARRAXN 2 REBENFHAFENT

Where a Group company is the lessor, the future minimum lease

payments under non-cancellable building operating leases are as

follows:
&= Group 2014 2013
15 AR Not later than 1 year 31,344 24,641
1FUABESF Later than 1 year and not
later than 5 years 30,437 18,184
61,781 42,825
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P

(Expressed in thousands of Hong Kong dollars)

2014 2013
SEERRA Authorised:
500,000,000 A% & 38 A% 500,000,000 ordinary shares
FRREE2BT of HK$2 each N/A 1,000,000
2014 2013
R [N e [N
BITRBERA Issued and fully paid: Number of Share  Number of Share
TER BEREE2E8T Ordinary shares of HK$2 each shares capital shares capital
1A1H At 1 January 296,526,638 593,053 296,526,638 593,053
MN2014563 A3 HiEE Transition to no-par regime
EEEMESE on 3 March 2014 - 2,764,288 - =
BATHRAR D Issue of shares under rights
(BHRREFITRMNER) issue (net of share issue
expenses) 38,548,462 891,218 - -
12H31H At 31 December 335,075,100 4,248,559 296,526,638 593,053

20143 A3 H « # R EHEHIER o # 2 FlHE
Blaas) T T B AR 2 BRA R B R A E
EESE - WEREEABSAINEE - RiDE
B UEREEERBENENX -

BEFLARKN BROEEETZE&&
2,764,288,000/5 7T 2 1R2014F3 A3 H B AL ©

R2014%F 4 A30H © A2 Al A& %23.40
;‘%r‘nZ%@ﬁ%F}*ﬁ 100 Hﬁﬂ%"wmswﬁﬁﬁﬁ
5 2 A% o AR aEE H 317 38,548,462 BT AL AR

,T/\ ®

BEBANA AR 2005 4F 4 A 28 B IR N R A AT 2
([FZRETE]) - BZRRESENEITIAR -
7015 (2013 4F : 7010 ) SR #E LA R ME 4,154,723
& (B #2014 F 58 2 AR IEL FAE) (20134 -
4,105,195 ) AR aliktn - ERTEHHNESRE
EEAITHAE - B%sH 8B E2014512
A 31H1E ' 4015 (20134 : 4017) RIRAE AR
2,955,195[% (20134 : 2,955,195%) AN A AIfZ 15
EESEE

On 3 March 2014, the NCO came into effect, which adopts a
mandatory system of no nominal value for all Hong Kong incorporated
companies having a share capital and abolishes the concepts such
as nominal value, share premium and requirements for authorized
capital.

In accordance with the NCO, the balance standing to the credit of
the share premium account in the amount of HK$2,764,288,000 was
transferred to share capital on 3 March 2014.

On 30 April 2014, the Company completed a 13-for-100 rights issue
at the subscription price of HK$23.40 per share. A total of 38,548,462
new shares were issued.

Pursuant to the Company’s Share Option Scheme (the “Scheme”)
adopted on 28 April 2005, 70 (2013: 70) options to subscribe for
4,154,723 shares (as adjusted upon completion of Rights Issue in
2014) (2013: 4,105,195 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 2014 and since the
incorporation of the Scheme, 40 (2013: 40) options to subscribe for
2,955,195 shares (2013: 2,955,195 shares) of the Company have
lapsed or expired.
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(Expressed in thousands of Hong Kong dollars)

Movements in the number of the Company’s shares in the share
options under the Scheme held by directors and senior executives
during the year are as follows:

RRETROHAE
Number of shares
in the options

2014 2013

1A1H At 1 January 1,150,000 1,358,950
REREARTTHIE 2 FHEE Adjustment for rights issue

completed during the year 49,528 -

REREI Bk KK Expired or lapsed during the year - (208,950)

12AH31H At 31 December 1,199,528 1,150,000

©K12 B 31 BIDAREITFE 2 RS T -

Particulars of the outstanding options as at 31 December are as

follows:
RREPROEE
RREEE Number of shares
Number of options in the options
RTFHRITEE Date of grant and exercise price 2014 2013 2014 2013

201112 4128 -

12 December 2011, at an exercise

B1TEE SR 38.35 8T price of HK$38.35 per share* 15 15 782,301* 750,000
20124128218 - 21 December 2012, at an exercise
RITEEER31.88 T price of HK$31.88 per share* 15 15 417,227* 400,000
30 30 1,199,528 1,150,000
* R Z RIS 8l 2 E5R - AR EITE 2 R IRHE * Pursuant to the terms of the Scheme, adjustments were made to the

RARER D #E RITRES AR FN20145F
4 ArEmk 2z HAREHTE -

AFEemEERFRAR |

exercise price and the number of shares that can be subscribed for
under the outstanding share options as a result of the Rights Issue of the
Company completed in April 2014.



P

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
fiEEfE  REEH WRHAE  REEF
1] i BEMERE (i)
ROEE  Premises Investment  ERRE  EXBE  -REE  Resenefor  Retained
Share  Revaluation Revaluation ~ Exchange Capital General share-based ~ Earnings it
&0 Group Premium Reserve Reserve Reserve Reserve Reserve compensation (Note) Total
014E1 1R At1 January 2014 2,764,288 198,874 23,664 291,881 26,522 484,289 3,261 12,315,563 16,108,342
R2014EIA3AARKE  Transtion to no-par regime
BZEENR on 3 March 2014 (2,764,288) - - - - - - - (2764,208)
AfER-EHBAFZEE  Exercise of share options in a subsidiary - - - - 32 - (436) - (110)
FaETH TA-EB2F Addtional net interests in a subsidiary
BABINFEE acquired via share options arrangement - - - - (761) - - - (761)
R-FENBLTEN Defiit arising upon additional investment
REEmES in a subsidiary - - - - (6,552 - - - (6,552
TREEEEFCATENE  Fairvalue gains on avallable-for-sale
REREAER securities recognised in equity - - BT - - - - - 1647
DNFEEERUEAFETL  Fairvalue loss realised and transferred to
HEBRIRERAEAET  income statement upon disposal of
RENGURERIRAEES  investments in securities included in
BRI ZEEARZARE  theloans and receivables category
BEWER and held-to-maturity category which
were previously reclassified from the
available-for-sale category - - 2,802 - - - - - 2,802
DTERENTETELE  Fairvalue gain realised and transferred
FEEEEREAZNEE  toincome statement upon disposal
of available-for-sale securities - - (18,196) - - - - - (18,196)
REERERERD Deferred income tax on movements
LERHE in investment revaluation reserve - - (26,601) - - - - - (26,601)
REENABAER Reserve arising from reclassification
RENZCRE of premises to investment properties - 27,48 - - - - - - 27,48
REBINIERE Exchange differences arising on
HRNERER translation of the financial statements
of foreign entities - - - (81,000 - - - - (81,000)
WRESRRAZE  Provision for equty-settled
HRE share-based compensation = = = 5 = = 2911 5 2911
ERgAl Profit for the year - - - - - - - 1726887 1,726,887
NMI3FFERS 2013 final dividend - - - - - - - (304918 (304,918)
N14ERERE 2014 interim dividend - - - - - - - (100529) (100,523)
014F128317 At 31 December 2014 - 226,122 213,316 210,881 19,535 484,289 5736 13,637,009 14,796,888
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
&gl RAEM WRhEE  REEA
#E e bl (i)
ROEE  Premises Investment  EXEE  ARRE  —HEE  Resenefor  Retained
Share  Revaluation  Revaluation ~ Exchange Capital General  share-based  Eamings it
£8 Group Premium Reserve Reserve Reserve Reserve Reserve compensation (Note) Total
013F1 1A At 1 January 2013 2,764,288 150,029 (14.252) 212,872 26,522 484,289 97 11172936 14,796,781
TREEEZFCATENE  Fairvalue gains on avallable-for-sale
NERRARED securities recognised in equity - - 68,919 - - - - - 68,919
AFEEENIEREETH  Fairvalue loss realised and transferred to
HEBRIRERARART  income statement upon disposal of
RENGUEERIREZES  investments in securities included in
FRIEFREBZARE theloans and receivables category
A2hES and held-to-maturty category which
were previously reclassified from
the available-for-sale category - - 101,185 - - - - - 101,185
DTEUEREETEEE  Fairvalue gain realised and transferred
FEEEEREEZNEE  toincome statement upon disposal
of avalable-for-sale securities - - (116,366) - - - - - (116,866)
REERERERD Deferred income tax on movements
ELiE in investment revaluation reserve - - (1532 - - - - - (1539
BEBINEATNE Exchange differences arising on
RRNERZER translation of the financial statements
of foreign entities - - - 79,009 - - - - 79,009
REENAENESR Reserve arising from reclassffication
RENZRE of premises to investment properties = 48,845 - S - = - S 18,845
WRER[TARIAAZE  Provision for equity-setiled share-based
Mo RE compensation - - - - - - 3164 S 3164
EREA Profit for the year - - - - - - - 1498450 1498459
01255 5kS 2012 final dividend - - - - - - - (263909) (263,909)
N13FRHRE 2013 interim dividend = = = = = = - (91,923) (91,923)
013F125318 At 31 December 2013 2,764,288 198,874 23,664 291,881 26,522 484,289 3261 12,315,563 16,108,342

AFEemEERFRAR |




(LAEBEFThz5I7R)

@) REER2014F12 A1 B2 REBBF BERE
SR A MIRE 2 E{EE2,018,068,000/%57T
(20134 : 1,705,616,000787T) ° ILIRE EFIBL
B REIERERAR -

(i) KBTI REBEMBITANEE B A MER
BB BB IR EERIPTANIN AR ERE -
B ZEEREBIATEBBRITERIRIARE
HEERBNZTMEERTE  REERBER
BRAKETRRFEEER - BERBIEZHA
BEBSEREITHN  LERNERFHENH
B o

R2014F 128318 AFETEELE
1,481,245,000/%5 71.(20134F : 1,433,269,0007%
T EBIEREERELRBEELGS —RE
# - MREERESRAREBFFIEE

P

(Expressed in thousands of Hong Kong dollars)

Note:

(i) Included in retained earnings of the Group at 31 December 2014 is
the value of in-force long-term life assurance policies in force totalling
HK$2,018,068,000 (2013: HK$1,705,616,000) which is currently not
available for distribution.

(ii) 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 2014, DSB has earmarked a regulatory reserve
of HK$1,481,245,000 (2013: HK$1,433,269,000) first against its
consolidated general reserve; and for any excess amount, the balance is
earmarked against its consolidated retained earnings.

RiEE BAGE REBF
Share Capital Retained &t
NG Company Premium Reserve Earnings Total
2013F181H At 1 January 2013 2,764,288 256,027 1,384,505 4,404,820
FEEF Profit for the year - - 283,732 283,732
2012 REIRR B 2012 final dividend = = (263,909) (263,909)
2013 FHHEIRE 2013 interim dividend = = (91,923) (91,923)
2013412 A31H At 31 December 2013 2,764,288 256,027 1,312,405 4,332,720
20141818 Wkt At 1 January 2014, as above 2,764,288 256,027 1,312,405 4,332,720
R2014E3 A3 RBE Transition to no-par regime
ZRZERETE on 3 March 2014 (2,764,288) - - (2,764,288)
FE A Profit for the year - - 338,307 338,307
2013 FE R L 2013 final dividend = = (304,918) (304,918)
2014 EHEIRR R 2014 interim dividend - - (100,523) (100,523)
2014612831 B At 31 December 2014 - 256,027 1,245,271 1,501,298

RIR1993F 12 A1 BiBB 2 SRR - WHEE
M19934F 12 A 20 BB BER &K mER#tEZ - AR
a1 %19 45 (B 81l 5 256,027,000 78 7T 17 88 # = & &
IR A © 7% 256,027,000 8 T iH BB N 4R A
R BR RF B B8 o

By a special resolution passed on 1 December 1993 and subsequently
approved by the Supreme Court of Hong Kong on 20 December 1993,
the share premium of the Company was reduced by HK$256,027,000
and this amount was transferred to a capital reserve account. On
consolidation the reserve of HK$256,027,000 has been applied
against goodwill.

DAH SING FINANCIAL HOLDINGS LIMITED |

263



264

A5 R R I

(CABREFThz5I7R)

() NIRREBBER 2 EERNREEEE

(Expressed in thousands of Hong Kong dollars)

(a) Reconciliation of operating profit after impairment

BREESRAFEHERER losses to net cash flows from operating activities
2014 2013
HBRRESER 28R Operating profit after impairment losses 1,760,260 1,666,220
JERE A Net interest income (3,292,952)  (3,107,948)
% B e Dividend income (108,064) (79,072)
EFREBEREMEERE Loan impairment losses and other
credit provisions 472,962 309,806
nE Depreciation 157,339 131,972
B EE B Amortisation expenses of intangible assets 3,711 4,758
IR B U1E 2 Bk iH) 5 58 Advances written off net of recoveries (439,482) (152,024)
ARG 2 A< ARR 1) A B S 2 B4 Provision for equity-settled share-based
compensation 3,754 4,241
BURFIE Interest received 5,222,571 4,566,505
BRFR Interest paid (1,572,516)  (1,187,592)
B AR S Dividend received 237,251 123,487
BEEERABEZH 2 EE T Operating profit before changes in
operating assets and liabilities 2,444,834 2,280,353
HEEERARZES: Changes in operating assets and liabilities:
-ReERERTHESR LR HBEEA - cash and balances with banks and
3E Az BAMEEBER money at call and short notice with
an original maturity beyond three months (873,074) (355,447)
—RIEHABBIEA 2 ERITHER - placements with banks with an original
maturity beyond three months (1,674,219) (1,645,199)
—REEERSGNES - trading securities 957,213 (549,512)
—fTESRMIA - derivative financial instruments (28,098) (408,239)
—EENRTEFEAEEEABREMN - financial assets designated at fair
TREE value through profit or loss (1,001,283) 81,422
O L — trade bills (1,458,409)  (1,595,776)
—BFEX - advances to customers (7,252,526)  (11,803,939)
—HAiARE - other accounts (745,401) (308,769)
—BREEER R ERRIELER - investments in securities included
BHERE in the loans and receivables category 2,910 2,281,756
—ERT—HEZHER — loan to a jointly controlled entity 14,620 =
— A EES - available-for-sale securities 697,648 (4,974,719)
— B RE|HEA - held-to-maturity securities (902,733) 1,430,720
—RESREBCANREERE - value of in-force long-term life
assurance business (312,452) 65,540
—RITER - deposits from banks (422,830) (650,323)
—HEEERENAR - trading liabilities 2,235,141 1,084,429
—RPEH - deposits from customers 12,696,195 11,693,804
—BITTEHE - certificates of deposit issued (28,645) 807,084
—HfR A kia - other accounts and accruals 89,939 (954,464)
—HRARBREAREREAZARE - liabilities to customers under
insurance contracts 1,392,742 69,798
fE 5 AR Exchange adjustments 50,578 (120,148)
RELEERA/ (TR MRS Cash generated from/(absorbed by)
operating activities 5,882,150 (3,571,629)
XN B EITEFREZ R Interest paid on certificates of deposit issued (76,598) (80,609)
BHEBTEE Hong Kong profits tax paid (276,885) (145,514)
BABINIER Overseas tax paid (32,823) (22,340)
KETEREA S (FTA)REF8 Net cash from/(used in) operating activities 5,495,844 (3,820,092)

AremEEFRAR |
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(2) ERERBAERAN BERFEAR
CHEERERBERGHEIBASIUT
Bz ThEe REEEZLCES
AERATHEEERERERSBE
ZERK -

£H

P e

(Expressed in thousands of Hong Kong dollars)

(b)

For the purposes of the cash flow statement, cash
and cash equivalents comprise the following balances
with maturity of three months or less from the date of
acquisition, deposits that are readily convertible to
known amount of cash and which are subject to an
insignificant risk of changes in value.

Be MERITOEER
JREEA B AE 318 A sk AT 2 @A K 58 BATF R

JREEA B 4E 3 18 A sk UA T 2 FEIRITEVIE K

FHEEBRENES

BREBATEHIE161BIE  ERTFERAEZ
HEBEENT ¢

Group 2014 2013
Cash and balances with banks 2,456,656 3,057,968
Money at call and short notice
with an original maturity within
three months 10,921,217 4,784,793
Placements with banks with an
original maturity within three months 2,040,796 1,283,798
Trading securities 921,209 578,374
16,339,878 9,704,933

Particulars of loans made to officers disclosed pursuant to section

161B of the Hong Kong Companies Ordinance are as follows:

12 A 31 B#&&
Balance outstanding

FRERESEER
Maximum balance

at 31 December during the year

2014 2013 2014 2013
e kA B iEerERE Aggregate amount outstanding
in respect of principal
and interest 346 18,234 41,579 23,321
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BEREALRZEALARNERIEEESS
— 77 FHE - TEELYBREERRTET
EERTES - WEHEMTRALZEHKRZES
FHAEAFER  REALTRRE/SBEEEA
A

2014 F 220134 » AEBEREREKH HHE
BRABEBATHITRITEBRRS - ARRIE M IEH
TEFEBRMARNEEZMBHREAR - EHZEN
THF(R)RARBRBEEEEL R HETT
HH o ZEEFRBEHBERRENEREE N
o RAZIHEEBREZZSGIRERAEER
FRER  BlHzE  —REEERREN &
ANFBEEEREAERD R REEFHRET -

HEMBEALZERRZRSWT

() BNBARNRS

RARRAEE2EWBARNENEFELER
TNBARZRZHERAER S (EERBAY
ERGHIBRARES EmAA([ LAl 5
14A31 ) MBI REA T ZKWA RS T - %%
R B ZHBERBASFTERE ETRAIE 14A.53
BR14A54E - BRANAKEE 2 FE LR -

AremEEFRAR |

(Expressed in thousands of Hong Kong dollars)

Related parties are those parties, which have the ability, directly or
indirectly, to control the other party or exercise significant influence
over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to
common control or common significant influence.

During 2014 and 2013, a number of banking connected transactions
were entered into with related parties in the normal course of
business of the Group. These, as described in Note (a) below
and being continuing connected transactions, had been reviewed
by the Company’s independent non-executive directors in their
review of the financial statements of the Group. Based on their
review and enquiry with management, the Company’s independent
non-executive directors were satisfied that all of the continuing
connected transactions were conducted in the ordinary and usual
course of business of the Group, on normal commercial terms, and
in accordance with relevant agreements on terms that are fair and
reasonable and in the interests of the shareholders of the Company as

a whole.

Details of the significant related party transactions are as follows:

(@) Transactions with subsidiaries

The Company and its wholly-owned subsidiaries within the Group
received and incurred the following income and expense from the
continuing connected transactions (within the definition of Rule
14A.31 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”)) entered into
with the non-wholly-owned banking subsidiaries during the year. The
aggregate values of these transactions are within or consistent with
the respective annual caps applicable to the Group pursuant to Rules
14A.53 and 14A.54 of the Listing Rules.



(CABREFThz5I7R)

P e

(Expressed in thousands of Hong Kong dollars)

() EMEARINRS @ (@) Transactions with subsidiaries (Continued)
£® Group 2014 2013
EHF S (G () Interest received (Note (i)) 11,701 11,839
BRITFES (5 () Bank charges paid (Note (i)) (7,983) (6,874)
ENEESREEAEEEE RFX Rentals and related building
(& (i) management fee and
charges paid (Note (i) (19,661) (15,288)
BEREESREEAEEEE RFX Rentals and related building
(& (iii)) management fee and
charges received (Note (iii)) 9,814 5,422
BERERE (F(v) Management fees paid (Note (iv)) (16,188) (16,599)
BHRBRES MENE (FE(v) Insurance commission and
referral fees paid (Note (v)) (115,025) (106,864)
BRBIRE (G (vi) Insurance premiums received (Note (vi)) 16,909 15,486

() KRARTEES/SAFEREEETARMRHZR
1TZHE

RETIRTT RAFRITEREE AR E A7) (58 [ X
IRTTEE D MAR R RIFEFHRTEEHRE R
AIZRARMBEAR GGR [ AFemER DIRHE
KBTI - BEXEEE  BPER  XEX

RITEFEFRE - ERREPRE  BEEARK
REEH -
FHAXELEE B8R XEZEREREPZR

TR - THRRIBER P REMRWARE TR
MBTEBEMTP ZARAD AR T A SR
B - ERFEPRIERBZERRLHEHRE
EFEBEAOTARTISRERHE - ERREP
Rt REMSEILEEEFH - HERTASA
EEEMTIARLE - KFFRITEBE RS
BzBEERRRE RERERFR - ATHE
=TT APREEAEEBMT AL < BT
BERERTRBAEMNE — RIS RREEFH
feft o Fit - AFRITEERAFERERRZ
RITREE - THRFEEEF B

Note:

Banking arrangements provided by the DSBG Group for companies
within the DSFH Group

DSB and other members of the Dah Sing Banking Group (“collectively
the “DSBG Group”) provide standard banking services to members
of the Company and fellow subsidiaries not being subsidiaries of the
DSBG 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 DSBG 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 DSBG
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 DSBG Group and
the DSFH Group are not for a fixed term.
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i)

RIRITEE RS REBE TR AREMZ IR
TR ()

HAFRITEEZRITHBARNRAT REE
BT RABRREZRITRG - BAFRITEERE
fEPRHZ —RIRTRE R 2 - BIRRIES
BEFFETT - KIBTERERAFERBEERE
HZFRITIRG - S AFIRITRE A REEZ S
RITIRB I RIRR — 2B EA -

RITRITERE 2 RITMB A TR — R R IEEER
BREPRAEEPEEAERITRBRER - %%
MR M E m B R WA R (BRI EA BF R R
HEFEF) - RAFRITRE Z RITHE R BT
ERZEPERATEREEKRE AR - LW
BAIME - RS BEEKE R RFRIFRBK
EHRRAEMATIRE 2 HERERS -

EEHRAH S REBK R R AFRRAFIRIT
KE 2 RITHBE AR 2 FRTVRTIZKFER -
WA B T BILE = ZIRFAREHTER
ZEGRFZ EREERK  BXYERZEVHE
BARTIRTT R BB IR - BERI - ZF
FEMER HERRET EHRAE14A.90152
B WERETRRIAEZSE
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(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

(0]

Banking arrangements provided by the DSBG Group for companies
within the DSFH Group (Continued)

The banking services provided by DSBG’s banking subsidiaries to
the companies within the DSFH Group are banking services and
arrangements normally provided by DSBG Group to its other customers
and are conducted on normal commercial terms. The provision of such
banking services by DSBG Group to the DSFH Group enables DSBG
Group to earn reasonable income consistent with the nature and types
of the banking services.

The banking subsidiaries of DSBG 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 DSBG 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 DSBG 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 DSBG 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.
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RIRBIRTS - RFRIERIE - KT AT IR
RERANAFIRTT - B FORFIHERITMZ M
HE

RERIT  BPIBERTRBEERERR QA
(HEEHEETEEMETANSREBRZ
B AT - BIAHRBR IR AR A A (TRFRER
R - RFRIBRAEBR 2B AMRREK
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(Expressed in thousands of Hong Kong dollars)

(@) Transactions with subsidiaries (Continued)

Note: (Continued)

(ii) Lease of properties between DSIS, DSIA, DSLA and MIC and DSB, VB
and BCM

DSB, BCM and Vanishing Border Investment Services Limited (“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”), 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.

Ao BRI ZHEREMIINTE -

XZ A4
Transaction date

HEb]

Contracting parties

HERR
Term of lease

ez

Property subject to lease

SAHE

(TREEEES
RAKREER)
Monthly rent (exclusive

of management fees and

utility charges)

201012 A30H
30 December 2010

201312 430 H
30 December 2013

2010F 12 A30H
30 December 2010

2013F12 A30H
30 December 2013

201012 A30H
30 December 2010

201312 A30H
30 December 2013

RIBRITR T AT RS
DSB leased to DSIS

REBIRTAFRRRS
DSB leased to DSIS

REBARTFATRE RS
DSB leased to DSIS

REBARTAIRBRS
DSB leased to DSIS

REBARTAHRBRAR
DSB leased to DSIA

AMBRTRTRIRBAE
DSB leased to DSIA

2011F1/1HE
201312 A31H
1 January 2011 to
31 December 2013

2014F1 /1%
201612 A31H
1 January 2014 to
31 December 2016

2011F1/1HE
2013F12 4318
1 January 2011 to
31 December 2013

2014F1F1HE
2016512 A31H
1 January 2014 to
31 December 2016

2011F1 /182
2013F 12 A31H
1 January 2011 to
31 December 2013

2014F1/18&
201612 A31H
1 January 2014 to
31 December 2016

ERLARSESI0RAEAE181E2E  THEBERE
B14426FHR

The whole of the 18/F, Island Place Tower, 510 King's
Road, North Point, Hong Kong with a lettable floor area
of 14,426 square feet

EELARSESI0RAEAE181E2E  THAEERRE
£15540F 5 R

The whole of the 18/F, Island Place Tower, 510 King’s
Road, North Point, Hong Kong with a lettable floor area
of 15,540 square feet

BEAE20EHOEE - HAEEEERS838FAR
A portion of the 20/F., Island Place Tower with a lettable
floor area of 5,838 square feet

BEAE20ZENEE  AIHBEHEER6,402 7R
A portion of the 20/F., Island Place Tower with a lettable
floor area of 6,402 square feet

BEAE202HHEE  THREEEREA2,186TAR
A portion of the 20/F., Island Place Tower with a lettable
floor area of 2,186 square feet

BEAE20ZHOEE - HAEEEEA2623FAR
A portion of the 20/F., Island Place Tower with a lettable
floor area of 2,623 square feet

DAH SING FINANCIAL HOLDINGS LIMITED |

HK$447,206

HK$621,600

HK$192,654

HK$268,884

HK$65,580

HK$102,297



BRI

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

270

() EMEARINRS @ (@) Transactions with subsidiaries (Continued)
it () Note: (Continued)
(i) KEFRBIRTE « KEFTRBAIE - KT AS RIRPM (ii) Lease of properties between DSIS, DSIA, DSLA and MIC and DSB, VB
RIBFNAFIRTT ~ B RORPIRERITRZWE and BCM (Continued)
s (&)
SRH¢
(FEEEEE
RAKREER)
Monthly rent (exclusive
XZAH HED:) HERK HEZME of management fees and

Transaction date

Contracting parties

Term of lease

Property subject to lease utility charges)

2010F 12 A30H HERTAMAS 2011F1/1HE FEFIIRIIBRA 1504 EHHETE - BIEEEEAR 132 HK$7,876
30 December 2010 VB leased to DSLA 2013F 12 A31H FAHK
1 January 2011 to A portion of Room 1504 of Shenzhen Development Centre,
31 December 2013 Shenzhen, People’s Republic of China, with a gross floor
area of 132 square metres
2013512 A30H HERTATAS 2014F1R18% FRERIIAIIE R0 1504 EHBHEE - BEEEEA132 HK$11,756
30 December 2013 VB leased to DSLA 201612 A31H FhHk
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
2010128308  RMEEROETRMARER  2011F1A1EE RFVRPIEERTARI0ER11ELE - AILAREEREAR MOP123,000
30 December 2010  BCM leased to MIC 2013F 12 A31H 924 F 15K
1 January 2011 to The whole of the 10/F. and 11/F., BCM Building, Macau
31 December 2013 with a total lettable floor area of 924 square metres
20135124300  RMBEERTETRMRE  2014F1A1HE RPTRPIEERTAE10ER1ELE  THEREEER MOP147,000
30 December 2013 BCM leased to MIC 201612 A31H 924 F 7K
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
201264 A 3H RARTRTAINRRRE 201264 A3EZE BEAE19BHOEE - AHAEEEEARS919TAR HK$207,165
3 April 2012 DSB leased to DSIS 2013F 12 A31H A portion of the 19/F., Island Place Tower with a lettable
3 April 2012 to floor area of 5,919 square feet
31 December 2013
2013F 12300  AMBRTETAMRRRSE  2014F1R1BZE BEANE19EBHETRE - AIHEEAERRER6558 THR(B HK$249,204

30 December 2013

DSB leased to DSIS

AFEemEERFRAR |

2016F 12 A31H
1 January 2014 to
31 December 2016

(B201456 A1
B %E HKS201,286)
(reduced to HK$201,286
with effect from 1 June
2014)

201456 A1 B BPES297FHR)

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)
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(i)

RETRITH EWE T R AT R R KA RT
[@] High Standard fAf ¥1%

IMAFRITEEN20106F12 B30 8 2 BEH
B KFIRTTE A AS ST EA % Z - RIEZ
g - KIAFLHEBEBHEFEIR2FREKX
Eit TAASIRIMEARE T HEE (AT HAEEE
BAH2,340FHR) FARMEIT - HERZE RS
F - H2010F 12 A28 HE 2013612 A27 H
IF - A% /450,000  TEEEES -
BFZM BEBRZEAE - RNRITIEZWER
TESRITDITIE -

Eai e R R N E R E M AR L - A
RITEAFAZEN20134F12 A28 HFJL— &
FHE R - BB EATEITRARTASEAR
—¥% - Af630,000/8 T  TEEEESE K
FEM - BEBREAE  QRBBERB=F &
2013412 A28 H#EE 2016 F 12 27 H 1t »

P

(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

(i)

Leaseback of property by DSB from DSLA and lease of property by DSB
from HS

As disclosed in the DSBG’s announcement dated 30 December 2010,
a lease back agreement was entered into by DSB with DSLA on 30
December 2010 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$450,000 exclusive of
management fees, government rates, electricity service charges and
air-conditioning charges for a term of three years commencing on 28
December 2010 and ending on 27 December 2013. The Premises have
been used by DSB as bank branch premises.

The above lease back agreement was terminated upon the maturity of
the lease term and a new lease back agreement has been entered into
by DSB with DSLA on 28 December 2013 pursuant to which DSB has
leased from DSLA the same premises 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.
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(CABREFThz5I7R)

(F) BREARMNK

i

(i)

(iv)

5 (m)

()

RETIRITH EYE T R AT @A L R AFRT
@) High Standard A #1% (&)

IMAFIRITEEN 2013612 5308 2

# » K#1ER7TE High Standard Investment Ltd
(THigh Standard]) #:]H &% - RIBHZ -
RFTERTTHE High Standard A& EILAE 28
510 BERNE 1722 — M ERII ARG - 7]
HREEEELNA4581FHR - AH=F " K
201441 A1 H#EE2016F12 A31HI * AH
174,078 7L - TREETEE  BNEM - 8
RZERHE -

HLR T IRTT BB PR R 1TE IS AT AR 1t
2010612 A30H « KFTRTT(REME AR
EFERPI R S IRTT) EARR B R] S B RATHUR
BinE - RGHBHRBATFHR=F - B20115F
181 BEER - R2013F 12 A308 © AFRIT
HARRNRIFI SN E M RATBURS % - 52014
F1A1BERER  £22016F12 A31 B IE -
EEFHAE=F -

RIBIRE IRIE ek BT ] RIS 1558 - RFTERTTE
RERAHCREBKE R RRMHE TERRT
BURT - ZERBEERIE TSR

. BRRY - BREBUREE  SIEIREEE
¥ AR BINSE  XREREA
HER

B REWE  REPEZ AR B
RERERMEZE R

. RAF R EERERE T REHRE
(57 [ZERE L)

BREANIRITBEARDRARE - FBAE 2
BEAE R R R B XM A A & B E
TEMARREITREERMRYE - REBEEER
RFTeRmERRHZERY  AIEAHSREE
Yo Bl R HTIRTT & BN IR 52 5 R A s P EE A 2 FX
RITRITEBIN LS RANRITEE A EERET
HRR R 2B AL

RIeREEERAA |

(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

(i)

(iv)

Leaseback of property by DSB from DSLA and lease of property by DSB
from HS (Continued)

As disclosed in the DSBG’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 DSB and BCM

On 30 December 2010, DSB (and its subsidiaries including BCM)
entered into a computer and administrative services agreement with the
Company. The Services Agreement was for a fixed term of three years
with effect from 1 January 2011. On 30 December 2013, DSB entered
into a new computer and administrative services agreement with the
Company, 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:

. computer services including data processing, printing and
enveloping, system development, technical support, disaster
recovery and contract management;

° administrative, company secretarial, internal audit, compliance,
operational, risk management, investment custodian and treasury
operations; and

o secondment of, and provision of services by, staff to the DSFH
Group (collectively, the “Services”).

With the stronger pool of resources and functional expertise of DSB
which historically has been operating to provide administrative and
computer services to other companies within the DSFH Group on a cost-
recovery basis, the provision of the Services to the DSFH Group at a fee
enables DSBG Group to continue to expand its scale and operational
capabilities while costs incurred by DSBG Group in providing the
Services are recovered from the DSFH Group.
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P e

(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

)

Distribution and Agency Agreements and other business referral
services

(a) Distribution and Agency Agreements with DSB and BCM

On 30 December 2010, DSIS and DSIA entered into distribution
agreements and underlying agency agreements with each of DSB
and MEVAS (1931) Limited (“MEVAS (1931)”) for the marketing and
distribution of life and general insurance products through DSB’s branch
networks and the former branch network of MEVAS (1931) for a fixed
term of three years with effect from 1 January 2011. On the same day,
MIC and Macau Life Insurance Company Limited (“MLIC”) entered into
distribution agreements and underlying agency agreements with BCM
for the marketing and distribution of life and general insurance products
through BCM’s branch network for a fixed term of three years with effect
from 1 January 2011. The agreements entered into by DSIS and DSIA
with MEVAS (1931) were terminated on 30 June 2012.

On 30 December 2013, DSIS and DSIA entered into new distribution
agreements and underlying agency agreements with DSB. In addition, on
30 December 2013, MIC and MLIC entered into distribution agreements
and underlying agency agreements with BCM for the marketing and
distribution of life and general insurance products through BCM’s
branch and other distribution network.

Pursuant to the distribution agreements entered into by DSIS with DSB
(the “DSIS Distribution Agreements”), DSB markets and distributes such
life assurance products as agreed between the parties from time to time
for the DSFH Group through its branch and other distribution networks
and its subsidiaries.

Pursuant to the DSIS Distribution Agreements, DSB has entered into an
agency agreement with DSIS (the “DSIS Agency Agreements”) in respect
of the sale of life assurance policies in return for commission payments
as agreed between the parties from time to time. Under the terms of the
DSIS Agency Agreements, the commission payable by DSIS to DSB in
respect of such life assurance products shall vary, depending on the
product type, between 1% and 50% of the first year’s premium received,
plus up to 24% of the renewal premiums in respect of certain policies.
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(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

V)

Distribution and Agency Agreements and other business referral services
(Continued)

(@) Distribution and Agency Agreements with DSB and BCM
(Continued)

Pursuant to the distribution agreements entered into by DSIA with DSB
(the “DSIA Distribution Agreements”), DSB markets and distributes such
general insurance and life assurance products as agreed between the
parties from time to time for the DSFH Group through its branch and
other distribution networks.

Pursuant to the DSIA Distribution Agreements, DSB has entered into an
agency agreement with DSIA (the “DSIA Agency Agreements”) in respect
of the sale of certain general insurance and life assurance products in
return for commission payments, as agreed between the parties from
time to time. Under the terms of the DSIA Agency Agreements, the
commission payable by DSIA to DSB in respect of:

(1) general insurance products shall vary, depending on the product
type, between 1% and 30% of each year’s premium received in
respect of a new or renewal policy; and

2) life assurance products shall vary, depending on the product type,
between 1% and 50% of the first year’s premium received, plus
up to 24% of the renewal premiums in respect of certain policies.

Pursuant to the distribution agreement entered into by MLIC with BCM
(the “MLIC Distribution Agreement”), BCM markets and distributes such
life assurance products as agreed between the parties from time to time
for MLIC through its branch and other distribution network.

Pursuant to the MLIC Distribution Agreement, BCM has entered into
an agency agreement with MLIC (the “MLIC Agency Agreement”) in
respect of the sale of life assurance policies in return for commission
payments as agreed between the parties from time to time. Under the
terms of the MLIC Agency Agreement, the commission payable by MLIC
to BCM in respect of such life assurance products varies, depending on
the product type, between 13.5% and 35% of the first year’s premium
received.

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.
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(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

v)

Distribution and Agency Agreements and other business referral services
(Continued)

(a) Distribution and Agency Agreements with DSB and BCM
(Continued)

Pursuant to the MIC Distribution Agreement, BCM has entered into an
agency agreement with MIC (the “MIC Agency Agreement”) in respect
of the sale of general insurance products in return for commission
payments, as agreed between the parties from time to time. Under the
terms of the MIC Agency Agreement, the commission payable by MIC
to BCM in respect of general insurance products shall vary, depending
on the product type, between 10% and 50% of each year’s premium
received in respect of new or renewal policies.

In respect of each of the DSIS, DSIA, MLIC and MIC Distribution
Agreements (collectively the “Distribution Agreements”), DSIS and DSIA
shall each reimburse or pay on behalf of 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.

The distribution and agency arrangements described above, including
the commission rates set out in the various sets of Distribution
Agreements and Agency Agreements, are consistent with normal
arrangements between banks and insurance companies in the Hong
Kong and Macau markets, and will provide DSBG Group with insurance
products and services to be offered to the customers of the banking
subsidiaries of DSBG Group. The distribution of different types of
insurance products through the respective bank 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 DSBG Group.
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(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

v)

(vi)

Distribution and Agency Agreements and other business referral services
(Continued)

(b) Business referral services

On 30 December 2013, DSBG entered into a cooperation agreement with
the Company pursuant to which and as part of their respective usual
and normal course of business currently conducted, members of DSBG
Group may refer to members of DSFH Group business opportunities for
life and general insurance policies to be underwritten by any member(s)
of DSFH Group, either directly or via their sole agents, if any, from time
to time. There is no commitment on any member of DSBG Group to
refer to member(s) of DSFH Group such transactions of any minimum or
maximum number and/or amount. The cooperation agreement is on a
mutually non-exclusive basis and is for a three-year fixed term with effect
from 1 January 2014. Where concluded between the relevant parties, the
terms and conditions for the provision of such business referral services
shall be, if required, reduced into individual written agreement(s).

Pursuant to the cooperation agreement, the fee income actually received
shall either on normal commercial terms or, if there are not sufficient
comparable transactions to judge whether they are normal commercial
terms, on terms no less favourable to relevant member(s) of DSBG Group
than terms available from independent third parties. The fee income is
payable by cheque(s) monthly in arrears.

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 DSBG Group and their respective customers
are subject to renewal annually. The group life assurance policies
underwritten by DSLA and MLIC in relation to the provision of insurance
cover for the death and/or critical illness of the employees of DSB and
other members of DSBG Group are subject to renewal annually.

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.
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(Expressed in thousands of Hong Kong dollars)

(@) Transactions with subsidiaries (Continued)

Note: (Continued)

(vi)

Insurance services provided by DSI(1976), DSLA, MIC and MLIC
(Continued)

DSI (1976) underwrites general insurance policies in the name, and
for the benefit, of DSB and other members of DSBG Group and their
respective customers including policies covering domestic motor,
property all risks, public liability, money, electronic equipment,
employees’ compensation and group personal accident. Such policies
are subject to renewal annually.

DSLA underwrites insurance policies to cover the death and/or critical
illness of certain borrowing customers of DSB and employees of DSB
and other members of DSBG Group. The provision of the insurance
cover for customers is set out in the terms and conditions of the relevant
bank borrowing arrangement. Such policies can be terminated within
two months in the event of non-payment of premiums.

MIC underwrites insurance policies in the name, and for the benefit, of
BCM and its customers including policies covering medical, personal
accident, employees’ compensation, motor fleet, properties, civil liability
and money. Such policies are subject to renewal annually.

MLIC underwrites life insurance policies to cover the death and/or critical
illness of BCM’s pension plan members and such policies are subject to
renewal annually.

The premiums payable under such insurance policies are payable
in arrears on a monthly basis and are calculated by reference to the
outstanding credit balances in respect of each of the products to which
they relate.

The insurance policies are procured by DSBG Group to enable certain
of the DSBG’s subsidiaries, namely DSB and BCM, to comply with
relevant regulatory requirements in reducing the risks to DSBG Group'’s
assets, businesses and operations and/or to provide additional services
to DSBG 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.
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(vi)

REFRKER (1976) « KFTASE « RPURBRRPIA
BATRM R R ()

M2010F12 8308 » RFBITEEEKR R T
AN —IEAERE Bt AFeREEKEA
RIAIARFRITRAFRITEE 2 HMbK B A E)R
HRBIRTS - ZEEBZER2011F1 A1 BEE
2013F12 A31 BIL(BREEREMB) £ - BE
FHA=ZF - ZEEREE R EREMERL
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I —IEHA RS - A EREHR 201451
BA1B#£ZE2016F 12 A31 B4R * BEFH
BTF

=]
4

() XBEE AR

(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

(vi)

Insurance services provided by DSI(1976), DSLA, MIC and MLIC
(Continued)

On 30 December 2010, DSBG entered into a cooperation agreement with
the Company pursuant to which members of the DSFH Group would
provide insurance services to DSB and other members of DSBG Group.
The cooperation agreement was for a fixed term of three years with
effect from 1 January 2011 and ending on 31 December 2013 (both days
inclusive). It was terminated upon the maturity of the term and a new
cooperation agreement was entered into by DSBG and the Company
on 30 December 2013 for a fixed term of three years with effect from 1
January 2014 and ending on 31 December 2016.

(b) Key management personnel
() HEFRFBEZARZEARZR ()  Material transactions and balances with directors and key
AEER management personnel

AEERAEEEIEEEAR  BIHER The Group provides credit facilities to, and takes deposits from
He i E RIS 2 R RBEERE the Group’s key management personnel, their close family
MUWERTFR - BE12 A31 BILEE - K(E members and entities controlled by them. For the year ended 31
BZEEHRID December, the following balances were outstanding:
£H Group 2014 2013
ER KR IR Loans and advances 2,922 3,895
Fk Deposits 281,380 320,590
RENA 2 B0 Undrawn commitments 3,329 2,511

ER Guarantee 545 545
FABRRBRZ &=E5E Maximum aggregate amount of

loans and advances during the year 4,376 5,138

(i) FEEEASHE

AR EFBEBAEENITES - LR
ERREEREIRKE14 -

AFEemEERFRAR |

(i)  Remuneration of key management personnel

Key management personnel of the Company are executive
directors and their remunerations are included under Note 14.



(LAEBEFThz5I7R)

(R) ABREQNARAEEZEFHNERZIZR
£33

FR AEEBRIBHELTNEERAT
129,187,000 7T (20134 : 35,624,00075C)
REWA - FR - AEERE —HEZESIELE
RHEE AR AR ZFR - MER2014F12
A 318 17 3 4 # 4 26,995,000% JT (2013 4 :
21,407,00087T) °

REBERARR ZRBAETE ([ RSB
2 REMBRARKRHRITEERER AR ZRK
T8 ([ A IRITR B8 ) IREUARD RER
MBI T EEERSMITRAR - GRAES 2
Befn RERE R 2 AE 25 RHIEE 14 -

() R EmatE

ARRAERTHEREMBARE TEEREERR
o BERERAAARF I REEZSRRET
EAMEEEHEEXNRARENRESEER - N
BROEFETRND - XRREHRARESME
IR FTEERUAEPINRITER T 2 BAHE °

ZERBE IR QR E R 20059 4 A28 H
HEZRBRESE ZERRBEEMRT - 85
RREZITEEDHARERTMEZEEERKRAE
RABEFEGUNBERNEBR S EMARAIE
17.03Q)FEE T » B MERUTIER ZHZm &
EEE : (\ARFEROERTEREBERSME
BZWHE () ANARROEEEETHRIS A
RGBRERBRSMEERZ FHWHE K5
201443 A3 H TN BHEHI £ XA T 2 SRARKE -
RARIRAREGRARGD 2T 2 EHE © ZRKRE
ZATEE TR ER T BB E1 EFE6ARA ©

P

(Expressed in thousands of Hong Kong dollars)

(c) Transactions and balances with associate and jointly
controlled entity

During the year, the Group received from Bank of Chongging,
an associate, dividend income of HK$129,187,000 (2013:
HK$35,624,000). During the year, the Group received deposits
from Bank Consortium Trust Company Limited, a jointly controlled
entity and as at 31 December 2014, the balance of deposit was
HK$26,995,000 (2013: HK$21,407,000).

Share-based compensation, pursuant to the Company’s Share Option
Scheme (the “DSFH Scheme”) and the Share Option Scheme of its
subsidiary, Dah Sing Banking Group Limited (the “DSBG Scheme”),
is available to directors and senior executives of the Group. Details
of the share-based compensation paid to directors are disclosed in
Note 14.

(@) DSFH Scheme

The Company issues to certain directors and employees of its
subsidiaries share options on terms that allow the Company the
choice of making cash payments, determined based on the intrinsic
value of each share option, instead of allotting newly issued shares
to the directors or employees at the date of exercise. The Company
has adopted the cash settlement practice and intends to continue this
practice in respect of the existing share options issued.

The share options are granted in accordance with the terms and
conditions of the Share Option Scheme approved by the shareholders
of the Company on 28 April 2005. The exercise price per option share
is concluded by the Nomination and Remuneration Committee on
behalf of the Board of the Company on the basis no less exacting than
the requirement set out in Rule 17.03(9) of the Rules Governing the
Listing of Securities on the SEHK and is determined as no less than
the highest of (i) the closing price of the Company’s shares traded
on the SEHK on the date of grant; (ii) the average closing price of the
Company’s shares for the five trading days immediately preceding
the date of grant; and (iii) the nominal value of the Company shares
of HK$2 each in the capital in issue for options granted before the
commencement of the NCO on 3 March 2014. The exercise period is
between the first and sixth anniversaries from the date of grant.
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(2) RFFRITEEE

AFBITEBERTEREMBARETEERE
ERBHE - EPERAFAMBTREADEEE
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ZERBREDERFRTEEFE(ETE DA
IR BT R T - §HORBREZITEETIHE
RERFWNEZEEG@RERANRITEEZFTGUAT
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(Expressed in thousands of Hong Kong dollars)

(o) DSBG Scheme

DSBG issues to certain directors and employees of its subsidiaries
share options on terms that allow DSBG the choice of making cash
payments, determined based on the intrinsic value of each share
option, instead of allotting newly issued shares to the directors or
employees at the date of exercise. DSBG has the intention to adopt
cash settlement practice in respect of the share options granted prior
to year 2012. For share option issued in 2012 and afterwards, DSBG
has the intention to settle its obligations by issuing new shares.

The share options are granted in accordance with the terms and
conditions of the DSBG Scheme (“Old Scheme”). The exercise price
per option share is concluded by the Nomination and Remuneration
Committee on behalf of the Board of DSBG on the basis no less
exacting than the requirement set out in Rule 17.03(9) of the Rules
Governing the Listing of Securities on the SEHK and is determined
as no less than the highest of (i) the closing price of DSBG’s shares
traded on the SEHK on the date of grant; (ii) the average closing price
of DSBG’s shares for the five trading days immediately preceding
the date of grant; and (iii) the nominal value of DSBG’s shares of
HK$1 each in the capital in issue for options granted before the
commencement of the NCO on 3 March 2014. The exercise period
is between the first and sixth anniversaries from the date of grant.
A new Share Option Scheme (“New Scheme”), which replaced the
Old Scheme, is approved for adoption by the shareholders of the
Company on 27 May 2014. No options have been granted under the
New Scheme.

Share options granted under The Company Share Option Scheme:

BRITEEGER)

B 5 e ()

®¥H ¥Rl Vesting Exercise Exercise price

Date of grant Type Period period per share (HK$)

Note (i)
2011F 12124 B & 2 2011 F12A12BE 2012F 12 A12HE
2016412 A12 8 2017412 A12 8

12/12/2011 Cash-settled 12/12/2011-12/12/2016 12/12/2012-12/12/2017 38.35
2012F 12 A21H R &R 2012F 12 A21HE 2013F12A21AE
2017412 218 2018412 A 21 H

21/12/2012 Cash-settled 21/12/2012-21/12/2017 21/12/2013-21/12/2018 31.88

AFEemEERFRAR |
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(Expressed in thousands of Hong Kong dollars)

P

Share options granted under DSBG Share Option Scheme:

BRITEE(ER)

BFEH e ()

RFH HAl Vesting Exercise Exercise price

Date of grant Type Period period per share (HK$)

Note (i)
201112 A12H AR & F A 201112 A12BE 2012F 12 A12A%
2016F 12 A12H 2017412 4128

12/12/2011 Cash-settled 12/12/2011-12/12/2016 12/12/2012-12/12/2017 8.91
2012912 4218 PARR A =% 1+ 201212 A21BE 2013F 12 A21HZE
201712 A21 H 201812 A21H

21/12/2012 Equity-settled 21/12/2012-21/12/2017 21/12/2013-21/12/2018 7.96
2014F3H26H PARRHE 2 1< 201453 H26HE 201563 A26 A=
201943 A26 H 202043 H26 H

26/03/2014 Equity-settled 26/03/2014-26/03/2019 26/03/2015-26/03/2020 11.68

i Note:

(i) 201445 AR T2 RREZITEEEH AR A
RAFIRITEBE D BIN 20144 A 201445 A
TERZ AR T LA EE o

PR A TER 2 AR5 A E w2 a0
T~

(i) The exercise prices of share options granted prior to May 2014 were

adjusted for the rights issues concluded by both the Company and
DSBG in April 2014 and May 2014 respectively.

Share-based compensation charged to income statement is as

follows:

2014 2013
PARGHE S - 2 SRR Equity-settled options 3,754 4,241
AR & S 1+ 2 SR A% Cash-settled options 6,254 27,517
A&F Total 10,008 31,758
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HUB &N ZBRE

LR AR EIFTE T 2 AR S T RR
BEHE - AEE D R4 E A 52 44,863,0007% 70
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(Expressed in thousands of Hong Kong dollars)

Cash-settled options

With respect to the cash-settled options granted under the two share
option schemes described above, the Group has recorded liabilities
of HK$44,863,000 (2013: HK$38,610,000) in respect of the fair value
of the share options at the reporting date. The fair value is determined

by using the Trinomial Option Pricing Model, and based on the major

assumptions set out in the following tables.

PN A R
DSFH Scheme
2014 2013
2012 2011 & 20124 20114
12A21 8 12A12R 128218 128128
21 December 12 December 21 December 12 December
B®FH Grant date 2012 2011 2012 2011
ARER12A31 BZRE(ETL) Share price of the Company

as at 31 December (HK$) 45.25 45.25 44.45 44.45
178 () (GEG) Exercise price (HK$) (Note (i)) 31.88 38.35 33.25 40.00
TBEK I8 (R (i) Expected volatility (Note (ii)) 34.76% 34.76% 34.31% 34.31%
FH(F) Time to maturity (years) <4 <3 <5 <4
BB X (7 (1)) Risk free rate (Note (i) 1.24% 0.98% 1.40% 1.03%
TR REE (5 (iv) Expected dividend rate (Note (iv) 3.02% 3.02% 3.94% 3.94%
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(Expressed in thousands of Hong Kong dollars)

Cash-settled options (Continued)

RIRITEEE
DSBG Scheme

2014 2013

2011 5 20114
12A12H 12H12H
12 December 12 December

Grant date 2011 2011

KFTRITEEN12 A31 B 2B (BT)

1T E (GB7T) (FE )
TEET B8 (FF (i)
FHI(5)

2 B A = (5 (Gii))
TBAHAR B (FE (iv)

i

(i) 201445 AR T2 RREZITEEEHARH
RAFIRITEBE D BN 2014F4 A 2014455 B
TERKZ AR T AR EE -

(i) TFEFOREREBRENGERZABRE —FARF]
RARFRITERE N AE AR M E - R
BERRBRAMBITEERBEZKE - BEXR
FARRREZ FHAZEIRE - WESAMHZE
B o

@iy ERRFEXABBFTHIBEBIINEESER 2K

mE

ik

(iv) TFEFRIAREETNZBAREMET o
ZERTEWRDRRENERE 2 RBRER
201412 A 31 H 422,627,000 7T (20134 :
15,928,000/87T) °

Share price of DSBG as at

31 December (HK$) 12.44 13.64
Exercise price (HK$) (Note (i) 8.91 9.25
Expected volatility (Note (ii)) 39.17% 39.72%
Time to maturity (years) <3 <4
Risk free rate (Note (jii) 0.98% 1.03%
Expected dividend rate (Note (iv)) 2.90% 3.80%
Note:

(0]

(i)

(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
DSBG in April 2014 and May 2014 respectively.

Expected volatility is determined by calculating the historical volatility
of the share price of the Company and DSBG, as applicable, during the
one year period immediately preceding the measurement date and is
based on the assumption that there is no material difference between
the expected volatility over the time to maturity of the options and the
historical volatility of the share prices of the Company and DSBG as set
out above.

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 total intrinsic value of the share options for which the grantees’

right to receive cash on a vested basis as of 31 December 2014 is
HK$22,627,000 (2013: HK$15,928,000).
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(Expressed in thousands of Hong Kong dollars)

Equity-settled options

With respect to the equity-settled options granted under the DSBG
Scheme described above, the fair value is determined by using the
Trinomial Option Pricing Model at the date when the options are

TR FERHME - granted. The assumptions used to estimate the fair value of the
options granted during the year are as follows:
20143826 H
¥ H Grant date 26 March 2014
AHFRITEBNETFAZRE (BT) Share price of DSBG as at grant date (HK$) 11.26
1IEE BT Exercise price (HK$) 12.13
TEEHRE (FE (i) Expected volatility (Note (i) 42.35%
.:L\Hxﬁégﬁﬂ (%) Option life (years) 6
2 (5 (i) Risk free rate (Note (ii)) 1.71%
i‘Eaﬂ‘]x = (5 (iii)) Expected dividend rate (Note (iii)) 3.44%
RRFEF RN AFE BT Fair value of a share in the option (HK$) 3.35-3.5
i Note:
(i) AR IERIZRENR T B ZATBE —F AR (i) Expected volatility is determined by calculating the historical volatility

TREMEREREmE - WRBBEKRH
RITRBRE 2 RIE - B ERANBRE L FH
WNZIEEHRE - WEREAMER -

(ii) BRBRAESRETREMFRIEEIEES
mﬁ%zuéz G o

(i)  FEFHARSXRTERIE T HZBEREME °

AFEemEERFRAR |

of the share price of DSBG, 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 DSBG as set out above.

(ii) Risk free rate is the Hong Kong Exchange Fund Notes yield of relevant
time to maturity at grant date.

(iii) Expected dividend rates are based on historical dividends at grant date.



(LAEBEFThz5I7R)

2013 F NS T RALHE -

2014465 A - RFTIRITE BT < itk
REAE 2 AR MR BIAE R AR AR 2 EE -
BZEENTRHT

BT RREERE REMETHITEREZZFHM
I

P

(Expressed in thousands of Hong Kong dollars)

No share option was granted in the year of 2013.

In May 2014, DSBG completed a rights issue. The terms of the share
options have been adjusted accordingly to maintain the value of the
options. The adjustments are set out in the table below.

Movements in the number of share options granted and their related
weighted average exercise prices are as follows:

AERtE KiTRTERTE
DSFH Scheme DSBG Scheme
2014 2013 2014 2013
il 332! it 3371
RTTERE k@  BTAUBRE R¥TEE fikE  BTFABRE

KifeR (1) AiTeR MRS AERGEE (Bn) A¥BA%E il 382

AR (&) R {1 B (&) AlET i

ke Weighted Rir#A (%) ki#a Weighted kir#a (#7)

Number of average Number of Weighted Number of average Number of Weighted

DSFH shares exercise  DSFH shares average  DSBG shares exercise  DSBG shares average

in share price in share exercise in share price in share exercise

options (HKS) options price options (HKS) options price

granted (Note (i) granted (HKS) granted (Note (i) granted (HKS)

-A-R At 1 January 1,150,000 37.65 1,358,950 4098 11,800,000 8.92 11,800,000 8.92

7T Granted - - - - 300,000 1213 = =

SR 2R Adjusted for rights issue 49,528 36.10 = = 466,401 8.66 = S

fRhick:d Expired - - (208,950) 50.28 - - - -

Bf1f Exercised - - - - (166,168) 7.96 = =

BEE/ 2% Cancelled/forfeited - - - - (249,251) 7.9 - =

124318 At 31 December 1,199,528 36.10 1,150,000 3765 12,150,982 8.69 11,800,000 8.92

12831 BT Exercisable at 31 December 636,275 36.65 380,000 38.58 6,293,590 8.69 3,920,000 9.05
i Note:

(i) 20145 ARR T2 RAREZITEERHART
MARFSRITEE D RIR2014F 4 A % 2014F 54
TERKZ AR T AR EE o

(i) The exercise prices of share options granted prior to May 2014 were
adjusted for the rights issues concluded by both the Company and
DSBG in April 2014 and May 2014 respectively.
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ABREAZ RFIRITEREERARAE - KR2014512
A 31 BARITE 2 AFIRITEERRED RFAKR
MIRTTEBHR FUREZITEEN T 7.96 8T
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EBERLEHERTHENTHESRHEE
REBEZEERSHE  URABINFEEEHE
BREKFRSEREERBERE AT HEHE
ERBEHREHHE -

(F) RFEAEHREEYC EHMBMRR
RAHHEZEHEERAE

AEBBBERBPREEARAA(E
BRRAEE AR CEFPAEPETEE

REBREF BN REMESRRER
CHEREEHESEBP AL 2 BIKFIE
KRR I E FRIEAEER - TA2014F 12 A31H
2013512 A31H ' % FRAREWHIER
BERHEE38H 2z [ FEWRIE RFEFNIEE |
BRIEA o HEH 2 SFEN T ©
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(Expressed in thousands of Hong Kong dollars)

The Company’s share options outstanding as of 31 December 2014
have exercise prices in the range of HK$31.88 to HK$38.35, adjusted
for the Company’s rights issue in the year (2013: HK$33.25 to
HK$40.00), and a weighted average remaining contractual life of 3.31
years (2013: 4.31 years). In respect of directors and senior executives
of the Group, their applicable DSBG’s share options outstanding as
of 31 December 2014 have exercise prices in the range of HK$7.96
to HK$11.68, adjusted for DSBG’s rights issue in the year (2013:
HK$8.27 to HK$9.25), and a weighted average remaining contractual
life of 3.32 years (2013: 4.30 years).

Financial assets and liabilities are presented net when there is a legally
enforceable right to offset the recognised amounts and there is an
intention to settle them on a net basis, or realise the asset and settle
the liability simultaneously.

(@) Financial assets and liabilities subject to netting
agreement and offset on the statement of financial
position

The Group maintains an account with the Hong Kong Securities
Clearing Company Limited (“HKSCC?”) through which it
conducts securities trading transactions for its customers.

In presenting the amounts due from and to HKSCC, the Group
has offset the gross amount of the accounts receivable from
and the gross amount of the accounts payable to HKSCC. As
at 31 December 2014 and 31 December 2013, the net amount
was a receivable and was included in “Accounts receivable and
prepayments” in Note 38. The amounts offset are shown below.
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(Expressed in thousands of Hong Kong dollars)

(@) Financial assets and liabilities subject to netting
agreement and offset on the statement of financial
position (Continued)

Group 2014 2013

FEURE B RAEE 2 SRR

FENEEPREE 2 SRR

FEWE B REFFER

(2) RERAERFERBEMBRR X
NEHEzEMEEREE

R ELH

AEESRARER S FRI AR FER
BEREE WREEERR - FREEER
FRE —BHREOEN  EPER
GHFIZRERRZTERIE - MMEE
RFBRH R FREE - WIFBREEY
M MERSTFIRFEUNBBELER
—RISENBRARTHHEEERAE -

TRINRZEH
BE B RBR WS

I o

BERR N 2 BB
EHNRN ST AR

Gross amount of accounts

receivable from HKSCC 88,886 23,531
Gross amount of accounts

payable to HKSCC (7,623) (12,441)
Net amount due from HKSCC 81,263 11,090

(b)

Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial
position

Master netting arrangements

To mitigate credit risks, the Group enters into master netting
arrangements with counterparties whenever possible. Netting
agreements provide that, if an event of default occurs,
all outstanding transactions with the counterparty will be
terminated and all amounts outstanding will be settled on
a net basis. Except for the event of default, all outstanding
transactions with the counterparty are settled on a gross basis
and generally do not result in offsetting the assets and liabilities
in the statement of financial position.

The following tables present details of financial instruments
subject to offsetting, enforceable master netting arrangements
and similar agreements.
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(2) SFERETHERBEEVEMRRE (b) Financial assets and liabilities subject to netting
REHzEeREERAEE W agreement but not offset on the statement of financial

position (Continued)
AR HSE A E T () Master netting arrangements (Continued)
TRERERA RS S ABLE

Related amounts not set off in the
statement of financial position

NIERREAYE,  REERRERITZ
BRISBARLE SREETE
(Gross amounts of Netamountsof ~ 4HIE(EHEFES

BRISHEELE  recognised financial financial assets izl
Gross amounts of  liabilties set off in the presented inthe  Financial instruments chESHER
£8 Group recognised financial ~ statement of financial  statement of financial (including non-cash Cash collateral ]
14512831 B At 31 December 2014 assets position position collateral) received Net amount
SHEE Financial assets
fiEeRIR Derivative financial instruments 460,642 - 460,642 (#12,468) - 48174
B VEEE P
Related amounts not set offin the
statement of financial position
HEBRRRREE.  MIBRRRANITZ
BRALHEEAE SRARTE
(Gross amounts of Netamountsof ~ $MIE(BH¥RE
BRISHAEAE  recognisedfinancial  financial liabilities gl
Gross amounts of  assets set off in the presentedinthe  Financial instruments DERRSER

£8 Group recognised financial ~ statement of financial ~ statement of financial (including non-cash Cash colateral et
N4E12F3NA At 31 December 2014 liabilities position position collateral) placed out Net amount
SRRk Financial iabities
i Deposits from banks 89,421 - 89,421 (89,421) - -
{ieRIA Derivative financial instruments 1,108,883 - 1,108,883 (12468 (141,297) 555,118
FFEERENER Trading liabites 5,597,614 - 5,597 614 (5,352,866) - 44948
UEEN G Other accounts and accruals - - - - - -
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(Expressed in thousands of Hong Kong dollars)

(2) RERFAERFERBEMBRR X (b)

AEEcEeRMEEREBE@®

Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial

position (Continued)

AR HSE A E T () Master netting arrangements (Continued)
ERABIRAAE B B R
Related amounts not set off n the
statement of financial position
REBREREE,  REBRARAAIT,
EEASHERAR tHEERE
Gross amounts of Netamountsof ~ $BTE (854S
BEZLHEESE  recognised financia financial assets 85
Gross amounts of  liabiltes set off i the presentedinthe  Financial instruments BHRLER
58 Group recognised financial  statement of financial ~ statement of financial  (including non-cash Cash collateral 7
13512731 At 31 December 2013 assets posttion posttion collateral) received Net amount
SREE Financial assets
fiteRIA Derivative financial instruments 585,596 - 585,596 (450,265) - 135,331
TERABRARAEE EBLE
Related amounts not set off n the
statement of financial position
REBRRRASH,  RUBRRRRNIRZ
BRI HAREE SHARRE
Gross amounts of Netamountsof ~ £BTE(8/#5RE
CEZLBEEEE  recognised fnancial  financial iabilties il
Gross amounts of ~ assets set off in the presentedinthe  Financial instruments BERRCER
] Group recognised financial ~ statement of financial ~ statement of financial  (including non-cash Cash collateral 7
N13E12A318 At 31 December 2013 liabilities position position collateral) placed out Net amount
SRak Financial iabities
Firs Deposits from banks 408,051 - 408,051 (608 051) - 5
fiEeRIA Derivative financial instruments 956,920 - 956,920 (450,265) (66,506) 440,009
FEEERENER Trading liabiities 3362473 - 3362473 (3,301,183 - 61,290
EHER kR Other accounts and accruals 97,862 - 97,862 (07862) - -
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(Expressed in thousands of Hong Kong dollars)

The following information relates to the Group and is disclosed as part
of the accompanying information to the financial statements and does
not form part of the audited financial statements.

(@) Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral

2014512 A31H
At 31 December 2014

2013512 A31H
At 31 December 2013

Exam EieE
SZEARRE ZHEAmIRE
ZAED LB
% of gross % of gross
AEEBLER advances KREBER advances
Outstanding covered Outstanding covered
balance by collateral Balance by collateral
EEBERNER Loans for use in Hong Kong
IHsR Industrial, commercial and financial
- MEER - Property development 1,741,185 67.7 2,015,552 72.8
- MERE - Property investment 15,752,867 98.9 15,122,078 98.3
—BREE - Financial concerns 821,938 62.1 740,178 46.5
—-RELLRL - Stockbrokers 133,234 55.0 109,264 90.7
—PEETEZ - Wholesale and retail trade 4,497,466 90.1 4,006,724 95.7
—BlE% - Manufacturing 2,971,483 91.3 1,975,672 915
—ERRERTRE - Transport and transport equipment 4,612,041 94.2 5,050,680 95.9
—RLES - Recreational activities 277,832 55.9 300,505 12.2
— B - Information technology 22,938 67.1 24,916 82.1
—Hft - Others 5,036,198 84.4 3,571,083 82.5
35,867,182 91.6 32,916,652 92.0
EA Individuals
-BE [REAHREE ] - Loans for the purchase of flats in
[MAZEREHE & Home Ownership Scheme, Private
[HEBHEHNE] BT Sector Participation Scheme and
5 Tenants Purchase Scheme 962,720 100.0 1,080,873 100.0
—-BEHEMEENEER - Loans for the purchase of other
residential properties 19,451,578 100.0 18,041,141 99.9
~ERFER - Credit card advances 3,838,208 = 3,949,544 =
—Hit - Others 8,355,472 35.3 6,880,302 31.0
32,607,978 . 29,951,860 70.9
EEBERANER Loans for use in Hong Kong 68,475,160 82.1 62,868,512 81.9
ZHRE (1)) Trade finance (Note (1)) 6,517,342 62.8 5,918,454 61.3
TEBEAIMEBMER Loans for use outside Hong Kong
(72) (Note (2) 30,237,544 64.8 29,190,554 63.8
105,230,046 760 97,977,520 75.3
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() BITEP B EFEREE (LLEFRHA
ERoERUSEHERRENE LD
) (@)

(1) LI RzBESBMERSETELEREIL A
BESImaEARRSED - HONBOMNRE -
IRERBESMEZ RN

TEREBZEHREER (BIERMBIT 28I
RITMBARR T2 EHEE ) 418 618,230,000
770(20134F 12 A 31 H : 992,627,000757T) 548
R IEBBAIMERNER] ET -

(2) HEFRBUIMERANERBERTEERFPEES
BRIMERZ B -

REELRTEIBE R

(Expressed in thousands of Hong Kong dollars)

(@) Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

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 HKMA.

Trade finance loans not involving Hong Kong (including trade
finance extended by the overseas subsidiary banks of DSB) totalling
HK$618,230,000 (31 December 2013: HK$992,627,000) 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.
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(Expressed in thousands of Hong Kong dollars)

(R) RITESBEZ2EFERLE (ULEXKA (@@ Gross advances to customers by industry sector
ZPERUZEFRRENEI LD classified according to the usage of loans and analysed
) (@ by percentage covered by collateral (Continued)
AR EEKE P EFMEEE10% A EM7T For each industry sector reported above with loan balance constituting
¥ HEGBEENRE - @EE 58 RER A 4R 10% or more of the total balance of advances to customers, the
BRHMERNE TR EEENT attributable amount of impaired loans, overdue loans, and individually

and collectively assessed loan impairment allowances are as follows:

ERAE
BEKEE
#BB3MEA {8 BIFRAE RETE
Gross REEE HEER
advances Individually Collectively
AEBLER HEER overdue for assessed assessed
Outstanding Impaired over 3 impairment impairment
2014F12A 31 H At 31 December 2014 balance loans months allowances allowances
EBBLRNER Loans for use in Hong Kong
TEeR Industrial, commercial and
financial
-MERE - Property investment 15,752,867 - - - 12,357
EA Individuals
—BEEMEE - Loans for the purchase
MEER of other residential
properties 19,451,578 - - - 1,074
EEBIMERNER Loans for use outside
Hong Kong 30,237,544 217,649 172,414 135,109 169,999
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(Expressed in thousands of Hong Kong dollars)

(@) Gross advances to customers by industry sector
classified according to the usage of loans and analysed

REELRTIBE R

) (@ by percentage covered by collateral (Continued)
e
BARER
HBiE3EA EGIREE A
Gross REERE REEE
advances Individually Collectively
REBEH EER overdue for assessed assessed
Outstanding Impaired over 3 impairment impairment
2013412 A31H At 31 December 2013 balance loans months allowances allowances
EEBERNER Loans for use in Hong Kong
TEsm Industrial, commercial and
financial
-MERE - Property investment 15,122,078 = = = 8,614
BA Individuals
~-BEEMEE - Loans for the purchase
MEER of other residential
properties 18,041,141 - - - 674
TEABLAIMEBRER Loans for use outside
Hong Kong 29,190,554 273,679 216,275 177,723 109,982
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(Expressed in thousands of Hong Kong dollars)

(@) Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

The amount of new allowances charged to income statement, and the
amount of impaired loans and advances written off during the year
were disclosed in the tables below.

REMEBEEN KECRESF
MEEE  MEZEX

Loans Recoveries of

EEE written advances
Allowances off as  written off in
2014 5 2014 written back  uncollectible previous years
ERAFEANER Loans for use in Hong Kong
IEem Industrial, commercial and financial
—MERE - Property investment = = 1
EA Individuals
-BEHEMEEMEER - Loans for the purchase of
other residential properties - - 614
ERBUAIMEBNE R Loans for use outside Hong Kong 22,653 263,913 8,335
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(R) RITESBEZ2EFERLE (ULEXKA (@@ Gross advances to customers by industry sector

ZPERUZEFRRENEI LD classified according to the usage of loans and analysed

(Expressed in thousands of Hong Kong dollars)

ZN

B2 HFER

) ) by percentage covered by collateral (Continued)
REEEER WEERESE
WeHE  MEEZEX
Loans Recoveries of
S E B written advances
Allowances offas  written off in
20134 2013 written back  uncollectible previous years
ERBEANER Loans for use in Hong Kong
TEea Industrial, commercial and financial
—MERE - Property investment = = -
A Individuals
- BEEMEEMEER - Loans for the purchase of
other residential properties - - 385
TEBBAIMEBROER Loans for use outside Hong Kong 15,568 14,641 13,221
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(AR F Tz dR) (Expressed in thousands of Hong Kong dollars)

(Z) B KEERITEEFNEREE (b) Non-bank Mainland exposures
BEEASER(RITEESE) (B5]) R A The analysis of non-bank Mainland exposures is based on the
2014) » AN B AREIEIRITEE BRI categories of non-bank counterparties and the type of direct
AMPH2REASERHRBEAREIRITERTP exposures defined by the HKMA under the Banking (Disclosure)
RISREEFRIRKR P ATYI 2 FERITER HE F R & (Amendment) Rules 2014 with reference to the HKMA return of non-
ERERGEREANSE  Edh D e AHRT bank Mainland exposures, which includes the Mainland exposures
REARNMBITHE AR FZHhEAERF 4 extended by DSB and its Mainland subsidiary bank only.

& o

R B RREIFERITEREFNGEI T (BE No restatement for 2013 comparative figures is made as the analysis
RARITREGINRITHMB A AR T 2P B KR of non-bank Mainland exposures is based on the categories of non-
BERREE) DIREERCRITE (BE)RADZ bank counterparties under the prevailing Banking (Disclosure) Rules,
ERITIER ZEFHERIFIR - #2013 F 2 LLEH which includes the Mainland exposures extended by DSB and its
FIEEF o overseas subsidiaries.

BEAMR BEAER
WY EREE R

On-balance Off-balance B
sheet sheet Total
2014 F 2014 exposure exposure exposures
1. PRI - RIS R Rk 1. Central government, central government-
HHBRARAMNAERRA([AEAR]) owned entities and their subsidiaries and
joint ventures (“JV”s) 8,356,840 57,758 8,414,598
2. HUATRAT « s BT M R 2. Local governments, local government-owned
HITBARIMAE AR entities and their subsidiaries and JVs 2,686,695 50,814 2,737,509
3. BEEFREA 7 BRFAEFBAMLALAE 3. PRC nationals residing in Mainland China or
HiERARBARMEE AR other entities incorporated in Mainland
China and their subsidiaries and JVs 8,665,363 1,791,678 10,457,041
4 ARBHELME-B2R2RRBITOLMEE 4. Other entities of central government not
reported in item 1 above 123,365 - 123,365
5. REELME"BERMFBFHOEMHEE 5. Other entities of local governments not
reported in item 2 above - - -
6. EEERBAMAIN BIR S AR B XML 6. PRC nationals residing outside Mainland
BRILEVER - T RMEFR P BEAER China or entities incorporated outside
Mainland China where the credits are
granted for use in Mainland China 7,457,039 222,237 7,679,276
HtRZEF - EREHREEREARE 7. Other counterparties where the exposures
FRTBEFHHE are considered to be non-bank Mainland
China exposures - - -
27,289,302 2,122,487 29,411,789
RNIBRITRARHBRITHE AR Z Total assets of DSB and its Mainland
MR EE 2 EERR subsidiary bank after provision 172,905,559
BEBERANBENEEST B On-balance sheet exposures as

percentage of total assets 15.78%
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(AR F Tz dR) (Expressed in thousands of Hong Kong dollars)
(Z) B KRFEIBITEZFEFNEE @) (b) Non-bank Mainland exposures (Continued)
(EhEEE
BEEBRER AEBER REERE
N B EREE SN ERER Individually
On-balance  Off-balance RN assessed
sheet sheet Total impairment
20134 2013 exposure exposure exposures allowances
B R R Mainland entities 15,977,192 2,878,378 18,855,570 114,235
HRB AR B RBEA - Companies and individuals
i R B & SRR AR B K RE i AR outside Mainland where
the credits are granted
for use in the Mainland 8,432,247 249,666 8,681,913 79,011
Hi X FEFMERBRERTE Other counterparties the
RERNFERITERTFRER exposures to whom are
considered to be non-bank
Mainland exposures 239,374 - 239,374 -
24,648,813 3,128,044 27,776,857 193,246
2 Note:
T ERBBEOREEFEREFEREMATFREZS The balances of exposures reported above include gross advances and other
e balances of claims on the customers.
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(Expressed in thousands of Hong Kong dollars)

(c) Analysis of gross advances to customers and overdue
loans by geographical area

Advances to customers by geographical area are classified according
to the location of the counterparties after taking into account the
transfer of risk. In general, risk transfer applies when an advance is
guaranteed by a party located in an area which is different from that
of the counterparty.

The following table analyses gross advances to customers,
individually impaired advances to customers, overdue advances to
customers and individually and collectively assessed impairment
allowances by geographical area.

BB HE 18 B 374 e

BEFEX AEEE RE%ERE

EFERMEE  Individualy BEEFEX  Individually  Collectively

Gross impaired Overdue d a d

advancesto advancesto advances to impairment impairment

2014%12A31H 31 December 2014 customers customers customers allowances allowances
B Hong Kong 83,856,418 217,196 251,710 123,521 144,074
H China 8,278,746 110,874 44,674 81,114 98,321
JRPY Macau 11,435,277 20,153 25,442 13,045 44,671
Hith Others 1,659,605 64 64 64 4,003
105,230,046 348,287 321,890 217,744 291,069

TERIR(E (BRI fRE A

EPEX HEER REEE

EPEFEE  Individually BEAEFEF  Individually  Collectively

Gross impaired Overdue assessed assessed

advancesto  advancesto  advances to impairment impairment

2013412 A31H 31 December 2013 customers customers customers allowances allowances
B Hong Kong 77,492,360 212,953 180,209 120,956 100,032
aal= China 8,890,132 140,535 83,166 111,850 50,788
A Macau 10,187,485 27,369 34,013 11,431 44,572
HAh Others 1,407,543 83 83 57 2,340
97,977,520 380,940 297,471 244,294 197,732
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(Expressed in thousands of Hong Kong dollars)

(d) Credit commitments and contingent liabilities analysed
by percentage covered by collateral

2014 2013
ZiEAm S
EHEE RENEDL AR REMNED L
Contract % covered Contract % covered

amount by collateral amount by collateral

MBREREEMEERRE
FZRBE

contingent liabilities

EFAEREMEERRE

R other credit related
commitments

() K@ERTHR

AEERBESARRS MU SIS BT
ENERRBEAEUER -

e EREEINEERR - mHER - MEE
B RBEZER - %%%{’Eﬂf‘ﬁ - BEE KRR

HEk - FERBZELETIBRNAREZEE
HE  HPeERENTEEE  MumEER
BN AN REBRGHOEEE -

AEHHOTSRRITIRNMER - th T REAE
BEERBRAZEERSGREERBRINCE
BEXSHREBFHRERRM -

) 2= [ g 4 R R = ) A 6 5 8 7 5| BRAS SR I ) B
BOR E B e LR o

mBEERBIEAREAREENTETAER
BROBATAMENEEREINI Bz
BEETNREE -

other credit related

Financial guarantees and

Loan commitments and

1,487,700 171 2,795,495 40.3
69,193,856 9.5 67,734,378 7.6

70,681,556 9.6 70,529,873 8.8

(A) Banking Group

The Group recognises the changing nature of risk and manages it
through a well-developed management structure.

Risk management is focused on credit risk, market risk, interest rate
risk, liquidity risk, operational risk, reputation risk and strategic risk.
Credit risk occurs mainly in the Group’s credit portfolios comprising
commercial 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.
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(Expressed in thousands of Hong Kong dollars)

(A) Banking Group (Continued)

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.

() The risk management structure of the Group

The Board of Directors has the broad overall responsibility for
the management of all types of risk. The responsibilities of the
Board in relation to risk control are:

o the approval of the overall strategy and policies to ensure
that credit and other risks are properly managed at both
the transaction and portfolio levels;

. the management of risk, both financial and non-financial,
conducted through operational and administrative control
systems including the operation of the Group Audit
Committee; review of key results (against forecasts),
operational statistics and policy compliance; and

o the review of financial performance by analysis against
approved budgets and analysis of variations in key non-

financial measures.

The EC and the RMCC have been delegated the authority to
oversee and guide the management of different risks which
are more particularly managed and dealt with by Group Risk
Division and different functional committees.
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(Expressed in thousands of Hong Kong dollars)

(A)

Banking Group (Continued)
(i) Group risk function

The independent Group Risk function is responsible for ensuring
that policies and mandates are established for the Group as a
whole. Group Risk Division monitors and reports the Group’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. Group Risk Division
reviews and manages all credit and risk exposure policies for
the Group including the approval of exposures to new markets,
economic sectors, organisations, credit products and financial
instruments which expose the Group to different types of risks.
In determining risk policies, Group Risk Division takes into
account the guidelines established by the HKMA, business
direction, and risk adjusted performance of each business.

The Group’s risk management expertise continues to advance
the overall quality of the Group’s lending portfolios, and enables
the Group to meet the changing regulatory requirements
and enter into credit exposures with the confidence that it
understands the associated risks and rewards.

The Group continues to evolve its risk management capabilities
under the aegis of the Head of Group Risk Division, with
increasing focus of its risk strategy on risk and reward and
returns on capital. The Group uses a range of risk measurement
and analytical tools in its management of various risks which
it faces in its day-to-day businesses and these are continually
being enhanced and upgraded to reflect the ever-changing
business needs and the requirements of the regulators.

(i) Credit committees

The Group has a Group Credit Committee for approving
major credit limits. The Credit Management Committee and
the Treasury & Investment Risk Committee are the functional
committees responsible for approving and recommending
policies, limits and mandates for risk control in loans and
treasury business respectively. The credit risk function, while set
up to support the business areas, reports solely to the Group
Risk Division.
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(Expressed in thousands of Hong Kong dollars)

(A)

Banking Group (Continued)

(iv)  Market risk

The Group is exposed to various types of market risk. Details of
the risk management policies and procedures adopted are set
out in Note 3.3 to the financial statements.

(v)  Operational risk

The Group manages its operational risk through a management
structure comprising members of senior management, an
independent risk management team and operational risk
officers from each business and support function, and
operating through a set of operational risk policies, risk tool-
kits, operational risk incident reporting and tracking system,
and control self-assessment and key risk indicator tools. 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 Risk Management and
Compliance Committee have an overall oversight of the
performance and effectiveness of operational risk management.
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(vi)  Reputation risk

The Group manages reputation risk through upholding a high
standard of corporate governance and management oversight,
maintenance of effective policies and procedures with emphasis
on internal control, risk management and compliance; proper
staff training and supervision; proper handling of customer
complaints or dissatisfaction; and adherence to sound business
practices. Standards are set and policies and procedures are
established by the Group in all areas, which operate to reduce
vulnerability to reputation risk.

(vij)  Strategic risk

The Board of Directors, assisted by senior management, is
directly responsible for the management of strategic risk.
Directors formulate the strategic goals and key direction of
the Group in line with the Group’s corporate mission, ensure
business strategies are developed to achieve these goals,
oversee the strategic development and implementation to
secure compatibility with the Group’s strategic goals, review
business performance, deploy proper resources to achieve
the Group’s objectives, and authorise management to take
appropriate actions to mitigate risks.

(viij Compliance with the Basel Ill Capital and Liquidity
Standards

Since the revised capital adequacy framework known as Basel
Il has become effective from January 2007, DSB has adopted
the standardised approach for credit risk and market risk, and
the basic indicator approach for operational risk. These are the
default approaches as specified in the Banking (Capital) Rules.
Accordingly, the Group has overhauled its systems and controls
in order to meet the standards required for these approaches.
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(Expressed in thousands of Hong Kong dollars)

(A)

(B)

Banking Group (Continued)

(viii) Compliance with the Basel Ill Capital and Liquidity
Standards

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 authorized institutions in Hong Kong
starting from 1 January 2013. DSB has enhanced its capital
management and reporting framework as well as disclosures for
meeting the new requirements.

In addition to the implementation of the Banking (Liquidity)
Rules under the Basel Il framework in Hong Kong from 1
January 2015, 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. In this
regard, the Group has been keeping track closely with the
development in the regulatory framework to ensure readiness to
comply with the new requirements.

(ix)  Launch of new product or service

The launch of every new product or service is governed by the
New Product Approval process stipulated under the Group Risk
Policy which requires the relevant business and supporting
units, including Group Risk Division, to review the critical
requirements, risk assessment and resources plan before the
launch. New products or services which could have a significant
impact on the Group’s risk profile should be brought to the
attention of the Board or its designated committee(s) before the
launch. The Group’s Internal Audit function performs regular
independent review and testing to ensure compliance by the
relevant units in the new product approval process.

Insurance Group

The Group’s insurance business is exposed to multiple risks,

including insurance risk, product risk, investment risk and business

risks. We believe that effective risk management is an integral part

of our insurance business’ control process and operations, and that

effective control of risks assists to maintain the profitability and

stability of our business.
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process are as follows:

(i) Insurance risk

The Group’s insurance operation is in the business of
underwriting insurance risk and retains various maximum
amounts per risk or event dependent on the type of risk with the
excess being reinsured through various reinsurance and related
agreements which are regularly reviewed. Catastrophe cover
arrangements are also in place whereby a number of claims
relating to a specific incident in aggregate would represent a
material risk to the Group are reinsured.

Underwriting and claims practices and procedures are
documented and reviewed. External independent actuaries are
engaged to evaluate the adequacy of the insurance reserves.

(i) Product risk

New products and major revisions to existing products undergo
a product approval process with the profitability being reviewed
and where appropriate assessed by internal and external
independent actuaries.

(iii)  Investment risk

Our investment practice is to maintain a conservatively invested
portfolio which attempts to maintain value whilst matching
assets and policyholder liabilities as appropriate, by yield,
duration and currency taking account of the associated risks,
taxation and regulatory requirements.

(iv)  Business risks

The Group’s Hong Kong insurance subsidiaries, DSLA and
DSI (1976), follow the policies and procedures of the Group in
assessing business risk in terms of contingency and interruption
planning as well as providing training for staff and agents to
comply with the relevant rules and regulations covering their
businesses. Macau Insurance Company Limited and Macau Life
Insurance Company Limited, which are insurance subsidiaries
of the Group operating in Macau, have their own policies and
procedures to comply with the relevant requirements in Macau.
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(Expressed in thousands of Hong Kong dollars)

(B)

(€)

Insurance Group (Continued)
(v)  Capital management

In each market in which the Group’s insurance subsidiaries
operate, the local insurance regulator specifies the minimum
amount and type of capital that must be held by each of
the subsidiaries in addition to their insurance liabilities. The
minimum required capital must be maintained at all times
throughout the year. The Group’s subsidiaries are subject to
insurance solvency regulations in the markets in which they
issue insurance and investment contracts, and where they have
complied with the local solvency regulations. The Group has
embedded in its asset and liability management framework the
necessary tests to ensure continuous and full compliance with
such regulations. The solvency requirement of each insurance
company in each market is subject to local requirements,
which may differ from jurisdiction to jurisdiction. In Hong Kong,
the required margin of solvency for the Group’s life insurance
subsidiary, Dah Sing Life Assurance Company Limited, is
determined by the Group’s appointed actuary in accordance
with the Hong Kong Insurance Companies (Margin of Solvency)
Regulation. In addition, dynamic solvency test is also required
by the Insurance Authority to identify the solvency position of
the company on a going concern basis and plausible threats
to satisfactory financial condition. For current and previous
reporting period/year, the results of dynamic solvency test are
satisfactory.

The role of Internal Audit

The Group’s Internal Audit Division is an independent, objective

assurance and consulting unit, which is designed to focus on

enhancing and sustaining sound internal control in all business and

operational units of the Group. The Division reports functionally to the

Group Audit Committee, which is chaired by an Independent Non-

Executive Director. The Division conducts a wide variety of internal

control activities such as compliance audits and operations and

systems reviews to ensure the integrity, efficiency and effectiveness

of the systems of control of the Group.
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TO THE SHAREHOLDERS OF DAH SING FINANCIAL HOLDINGS
LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Dah Sing
Financial Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 81 to 289, which comprise
the consolidated and company statements of financial position as
at 31 December 2014, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants, and the
Hong Kong Companies Ordinance, and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 80 of Schedule
11 to the Hong Kong Companies Ordinance and for no other purpose.
We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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(Expressed in thousands of Hong Kong dollars)

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2014, and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 25 March 2015
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