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2005

The Group

Cost or valuation

At 1 January 2005

Exchange adjustments

Additions

Disposals

Reclassifications, net

Surplus on revaluation

Less: elimination of accumulated
depreciation on revaluation

At 31 December 2005
Accumulated depreciation
At 1 January 2005
Exchange adjustments
Charge for the year (note 8)
Written back on disposal
Elimination on revaluation
At 31 December 2005

Net book value

At 31 December 2005

30 Other properties and equipment (continued)

L3YES
Furniture
BE and CH
Premises  equipment Total
HK$'000 HK$'000 HK$'000
289,077 458,274 747,351
(25) 22 3)
12,794 32,105 44,899
- (16,452) (16,452)
50,376 - 50,376
1,546 - 1,546
(396) - (396)
353,372 473,949 827,321
76,598 340,468 417,066
- 7 7
9,725 36,743 46,468
- (14,474) (14,474)
(396) - (396)
85,927 362,744 448,671
267,445 111,205 378,650
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(ZEH)EMYERSEM®(#E) 30 Other properties and equipment (continued)

L& FE & B A B A R 45+ The analysis of cost or valuation of the above assets is as follows:
wmE
K& The Group
BB b
Furniture
BE and CHI
Premises  equipment Total
HK$'000 HK$'000 HK$'000
—00r=E 2006
B A E At cost 154,598 516,490 671,088
HBREYEEEREE Reclassification from investment properties
DANE-EXnT RPN stated at professional valuation
- — A E — 1995 50,560 - 50,560
- — L\ — 1998 64,726 - 64,726
-—00—% — 2001 13,326 - 13,326
-—00=% — 2002 12,600 - 12,600
-—00=% — 2003 11,540 - 11,540
-—00Hx%E — 2005 46,592 - 46,592
- —0O0A%E — 2006 27,910 - 27,910
381,852 516,490 898,342
—00x#E 2005
BENII At cost 141,318 473,949 615,267
HREYEEEREE Reclassification from investment properties
DIANEE X RPN stated at professional valuation
- — WAL - 1995 50,560 - 50,560
- — NS\ E — 1998 64,726 - 64,726
-—00—% — 2001 15,552 - 15,552
-—00=% — 2002 12,600 - 12,600
- —00=% — 2003 15,690 - 15,690
-—00Hx%E — 2005 52,926 - 52,926
353,372 473,949 827,321
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2006

The Bank

Cost or valuation

At 1 January 2006

Exchange adjustments

Additions

Disposals

Reclassifications, net

Surplus on revaluation

Less: elimination of accumulated
depreciation on revaluation

At 31 December 2006
Accumulated depreciation
At 1 January 2006
Exchange adjustments
Charge for the year
Written back on disposal
Elimination on revaluation
At 31 December 2006

Net book value

At 31 December 2006

30 Other properties and equipment (continued)

LAY E
Furniture
BE and CH
Premises  equipment Total
HK$'000 HK$'000 HK$'000

280,296 450,179 730,475

- 79 79

- 50,089 50,089
- (12,335) (12,335)
(20,898) - (20,898)
40,883 - 40,883

(4,785) - (4,785)
295,496 488,012 783,508
78,542 347,941 426,483

- 33 33
10,182 36,492 46,674
- (10,869) (10,869)
(4,785) - (4,785)
83,939 373,597 457,536
211,557 114,415 325,972
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(ZHEMHEREM(E) 30 Other properties and equipment (continued)

—00x% 2005
1T The Bank
e
Furniture
EE and a8t
Premises  equipment Total
HK$'000 HK$'000 HK$'000
F A B A {E Cost or valuation
“OOhR®E—H—H At 1 January 2005 234,761 440,928 675,689
ME % ) % Exchange adjustments - 22 22
e Additions 2,311 23,997 26,308
i Disposals - (14,768) (14,768)
R R Reclassifications, net 43,474 - 43,474
H il 5 18 Deficit on revaluation (79) - (79)
Less: elimination of accumulated
W BT E RS ENE depreciation on revaluation (171) - (171)
“O0HE+_H=+—H At 31 December 2005 280,296 450,179 730,475
BRENE Accumulated depreciation
“OOhR®%E—H—H At 1 January 2005 69,596 328,019 397,615
ME % ) % Exchange adjustments - 7 7
REEITE Charge for the year 9,117 33,198 42,315
HH S [ 43 Written back on disposal - (13,283) (13,283)
EQRT S S Elimination on revaluation (171) - (171)
“OO0OHE+-H=+—H At 31 December 2005 78,542 347,941 426,483
R T FE Net book value
“O0HR®E+—_H=+—H At 31 December 2005 201,754 102,238 303,992




(ZEH)EMYWERZME(:E) 30 Other properties and equipment (continued)

FHEE AR B AL T The analysis of cost or valuation of the above assets is as follows:
me
X7 The Bank
I R 3% fis
Furniture
BE and it
Premises  equipment Total
HK$'000 HK$'000 HK$'000
—O0OKE 2006
% A At cost 111,619 488,012 599,631
HEEYEBEREE > Reclassification from investment properties
DAY E N R IR stated at professional valuation
- —NWIAE — 1995 43,200 - 43,200
- — S\ — 1998 42,771 - 42,771
- ~00—4 — 2001 13,326 - 13,326
-—00=% — 2002 6,840 - 6,840
-—00=Z% — 2003 11,540 - 11,540
-—00h%E — 2005 38,290 - 38,290
- —00A%E — 2006 27,910 - 27,910
295,496 488,012 783,508
—00&8%E 2005
BENI At cost 111,619 450,179 561,798
LBy EEIERLEE Reclassification from investment properties
WL E E A E YR stated at professional valuation
- —NWIAE — 1995 43,200 - 43,200
- — L\ — 1998 42,771 - 42,771
-Z00—#% - 2001 15,552 - 15,552
-—00=% — 2002 6,840 - 6,840
-—00=% — 2003 15,690 - 15,690
- ZO0n% - 2005 44,624 - 44,624

280,296 450,179 730,475
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(ZEH)HEMOYERZH(E) 30 Other properties and equipment (continued)

BEZEmTFHELE The net book value of premises comprises:
r&H X171
The Group The Bank
2006 2005 2006 2005

HK$'000 HK$000 HK$000 HK$'000

Leasehold properties in

NRAFECHNYE Hong Kong:
— Long-term leases
- EHHEMN(ETFED D) (over 50 years) 208,288 199,201 172,532 161,368
— Medium-term leases
- AN (FERTE) (between 10 to 50 years) 39,025 40,386 39,025 40,386

247,313 239,587 211,557 201,754

Leasehold properties outside

AP E A Hong Kong:
- KA — Freehold 33,584 20,593 - -
— Long-term leases
- EWRAMN(EFE L) (over 50 years) 3,420 3,517 - -
— Medium-term leases
- AN (TFEATE) (between 10 to 50 years) 3,631 3,748 - -

287,948 267,445 211,557 201,754

(Z+-)RBEETZER 31 Trading liabilities

AEBRKT
The Group and the Bank
2006 2005
HK$'000 HK$'000
HEZNERSERE AR Short positions in Exchange Fund Bills and
NEEE : Notes, at fair value:
- ki — Listed 1,097 1,085
| it — Unlisted 1,210,352 966,806

1,211,449 967,891
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32 Financial liabilities designated at fair value through profit or loss

AEE 7
The Group The Bank
2006 2005 2006 2005

HK$000 HK$000 HK$000 HK$'000

Certificates of deposit issued 3,121,624 2,360,894 3,310,491 2,472,324
Others 108,469 - 109,787 -

3,230,093 2,360,894 3,420,278 2,472,324

33 Deposits from customers

AEE 7
The Group The Bank
2006 2005 2006 2005

HK$000 HK$000 HK$000 HK$'000

Demand deposits and

current accounts 2,977,553 2,662,438 3,173,980 2,888,464
Saving deposits 15,349,190 11,300,560 15,398,805 11,316,844
Time, call and notice

deposits 44,382,378 40,343,042 45,085,646 40,967,458

62,709,121 54,306,040 63,658,431 55,172,766
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34 Other accounts and accruals

rEE
The Group
2006 2005
HK$'000 HK$'000

Interest payable 223,294 165,631
Others 2,937,579 2,050,215

;7

The Bank

2006
HK$'000

225,002
2,043,711

2005
HK$'000

166,650
931,683

3,160,873 2,215,846

2,268,713 1,098,333

Interest payable is analysed by types of financial liabilities as follows:

A4H X7
The Group The Bank
2006 2005 2006 2005
HK$'000 HK$000 HK$000 HK$'000
Deposits and balances of banks
and other financial institutions 6,682 15,624 6,682 15,624
Derivative financial instruments 39,607 32,239 39,607 32,239
Financial liabilities designated
at fair value through
profit or loss 21,167 13,113 21,167 13,113
Deposits from customers 147,360 97,117 149,068 97,686
Certificates of deposit issued 8,478 7,538 8,478 7,988
223,294 165,631 225,002 166,650
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35 Deferred taxation

The components of deferred tax assets/(liabilities) recognised in the balance sheet and the

movements during the year are as follows:

The Group
%
B BEER
& T@F&EHE  Impairment
REmE MEE  Retirement allowances on
Accelerated tax  Revaluation on benefit loans and Hit gt
depreciation properties  obligation advances Others Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2006 (9,431) (271,409)  (32,388) 21,100 3,854 (288,274)
(Charged)/credited to the
income statement (580) (89,709) (1,528) (1,885) 2,028 (91,674)
Charged to reserves
(note 37) - (7,155) - - (14,237) (21,392)
At 31 December 2006 (10,011) (368,273)  (33,916) 19,215  (8,355) (401,340)
The Bank
%
BIE BEER
& T@FEHE  Impairment
REmE MEE  Retirement allowances on
Accelerated tax  Revaluation on benefit loans and Hith gt
depreciation properties  obligation advances Others Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
At 1 January 2006 (8,709) (271,125)  (32,388) 17,274 4,733 (290,215)
Credited/(charged) to the
income statement 485 (89,709) (1,528) (2,299) —  (93,051)
Charged to reserves
(note 37) - (7,155) - - (3,420) (10,575)
At 31 December 2006 (8,224) (367,989)  (33,916) 14,975 1,313 (393,841)
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35 Deferred taxation (continued)

A& The Group
X
Bk BEER
& T@FEHE  Impairment
nENE MEEL  Retirement allowances on
Accelerated tax Revaluation on benefit loansand  Hfth &Et
depreciation properties  obligation advances Others Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
ZO0H®E—H—H  At1lJanuary 2005 (12,036) (238,124) (30,934) 19,291 2,564 (259,239)
Credited/(charged) to the
ERSFR AR/ (F0BR) income statement 2,605 (33,001) (1,454) 1,809 (83) (30,124)
6 (3O ) /EHE  (Charged)/credited to
[(FE(=1+1)] reserves (note 37) - (284) - - 1,373 1,089
ZOO0OH®E+ZAH
=+—H At 31 December 2005 (9,431)  (271,409)  (32,388) 21,100 3,854 (288,274)
AT The Bank
X
Bk BEER
& T@FEHE  Impairment
nEmE MEEL  Retirement allowances on
Accelerated tax Revaluation on benefit loansand  Hfth &Et
depreciation properties  obligation advances Others Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
ZO0H®E—H—H  At1lJanuary 2005 (11,578) (238,124) (30,934) 16,295 3,360 (260,981)
Credited/(charged) to the
s =0/ GOk income statement 2,869 (33,001) (1,454) 979 - (30,607)
1E B fi iC iR Credited to reserves
[FFE(=Z=1+1t)] (note 37) - - - - 1,373 1,373
ZOO0OH®E+ZAH
=+—H At 31 December 2005 (8,709) (271,125) (32,388) 17,274 4,733 (290,215)
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(ZTR)EEMRE(HE) 35 Deferred taxation (continued)

F&EE 17
The Group The Bank
2006 2005 2006 2005

HK$'000 HK$000 HK$000 HK$'000

Net deferred tax assets

REEAERANER 2 recognised in the

BT IEE IR balance sheets 4,763 3,413 - -

Net deferred tax liabilities

REEAERANER 2 recognised in the

B THABIRE balance sheets (406,103) (291,687) (393,841) (290,215)

(401,340) (288,274) (393,841) (290,215)

TR AL ot TE S Y TR JRE RE B R S R 2 Deferred tax assets are recognised for tax losses carried forward to the
] 375 8 IR 7IE JHE SRR v ) A8 BR i ik BT extent that realisation of the deferred tax benefit through future profits is
W MIEEE TR - 20 probable. At 31 December 2006, the Group had no unrecognised tax losses
ONE+Z_H=Z=+—H » KXEBEI (2005: HK$48,412,000) to be carried forward to set off against future taxable
RERREER(CZOORER profits. All the deferred tax assets and liabilities are to be recovered or settled after
BT AT —E T 7 more than 12 months.

it B DU 3 R SR HERR B ~ PPl
R A 7 TH e B (R Y+
H % WU 5T -

(Z+NER 36 Share capital
2006 2005
HK$'000 HK$'000
ERRi N Authorised:
“EIR(CZCOORFE R ={EK)&H 300,000,000 (2005: 300,000,000) ordinary shares
e o TR LT of HK$5 each 1,500,000 1,500,000
ERTRE#MERAE Issued and fully paid:
EBEET - E—thEE—Fv—1t 232,190,115 (2005: 232,190,115) ordinary shares
AR(COORFEE—fE=T—"4H of HK$5 each 1,160,951 1,160,951

—thEZE-H-Thk) &
Bt o BRI TG
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37 Reserves

The Group

B
EERE By
Bank &L
BAGEMH  premises Investment L@fEME R DU
Capital revaluation revaluation General  Retained gt
reserve reserve reserve reserve earnings Total
HK$'000  HK$'000 HK$000 HK$000 HK$000  HK$'000
At 1 January 2006 57,500 1,341 146,956 1,003,730 7,765,989 8,975,516
Available-for-sale
securities
— Changes in fair value - - 286,904 - - 286,904
— Transfer from income
statement on disposal - - 13,112 - - 13,112
Surplus on revaluation - 40,883 - - - 40,883
Share of associate’s reserve - - 339 - - 339
Effect of deferred taxation
on fair value adjustments
(note 35) - (7,155) (14,237) - - (21,392)
Profit for the year - - - - 1,605,789 1,605,789
2005 Final dividend paid - - - —  (494,565) (494,565)
2006 Interim dividend paid - - - -  (185,752) (185,752)
At 31 December 2006 57,500 35,069 433,074 1,003,730 8,691,461 10,220,834
The Bank
L]
EERE ELR
Bank &L
premises Investment HERFME REEF
revaluation revaluation General  Retained 5t
reserve reserve reserve earnings Total
HK$000  HK$000  HK$000  HK$000  HK$'000
At 1 January 2006 - 22,259 1,003,730 6,503,158 7,529,147
Available-for-sale securities
— Changes in fair value - 36,413 - - 36,413
— Transfer from income
statement on disposal - 14,283 - - 14,283
Surplus on revaluation 40,883 - - - 40,883
Effect of deferred taxation
on fair value adjustments
(note 35) (7,155) (3,420) - - (10,575)
Profit for the year - - - 1,296,414 1,296,414
2005 Final dividend paid - - —  (494,565) (494,565)
2006 Interim dividend paid - - - (185,752) (185,752)
At 31 December 2006 33,728 69,535 1,003,730 7,119,255 8,226,248
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37 Reserves (continued)

The Group
Efh
BEGRE Efh
Bank R ERfE
BAGEME  premises Investment i@ fE BEF
Capital revaluation revaluation General  Retained Bt
reserve reserve reserve reserve earnings Total
HK$'000  HK$000  HK$000 HK$000 HK$000  HK$'000
At 1 January 2005 57,500 - 138,085 1,003,730 7,249,259 8,448,574
Available-for-sale
securities
— Changes in fair value - - 23,121 - - 23,121
— Transfer to income
statement on disposal - - (15,623) - - (15,623)
Surplus on revaluation - 1,625 - - - 1,625
Effect of deferred taxation
on fair value adjustments
(note 35) - (284) 1,373 - - 1,089
Profit for the year - - - - 1,108,815 1,108,815
2004 Final dividend paid - - - —  (459,737)  (459,737)
2005 Interim dividend paid - - - - (132,348) (132,348)
At 31 December 2005 57,500 1,341 146,956 1,003,730 7,765,989 8,975,516
The Bank
4
RER R
Investment i 5@ & i BHR
revaluation General  Retained &t
reserve reserve earnings Total
HK$'000 HK$000  HK$000  HK$'000

At 1 January 2005
Available-for-sale securities
— Change in fair value

— Transfer to income
statement on disposal
Effect of deferred taxation
on fair value adjustments
(note 35)
Profit for the year
2004 Final dividend paid
2005 Interim dividend paid

At 31 December 2005

59,974 1,003,730 6,127,955 7,191,659

(26,588) - - (26,5898)
(12,500) - - (12,500)
1,373 - - 1,373
- — 967,288 967,288
- —  (459,737) (459,737)
- - (132,348) (132,348)
22,259 1,003,730 6,503,158 7,529,147
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37 Reserves (continued)

@

(b)

(©)

(d)

(e)

U]

The Group’s capital reserve was set up in relation to the capitalisation by
certain subsidiaries of their retained earnings for the issue of new shares to the
Bank.

Bank premises revaluation reserve has been set up and is dealt with in
accordance with the accounting policies set out in note 1(k).

Investment revaluation reserve comprises the cumulative net change in the fair
value of available-for-sale securities until the securities are derecognised and
is dealt with in accordance with the accounting policies set out in notes 1(f)
and 1(g).

General reserve comprises previous years’ transfers from retained earnings
and inner reserve.

At 31 December 2006, included in retained earnings is an amount of

HK$281,826,000 (2005: HK$253,112,000) which was earmarked as regulatory
reserve. The regulatory reserve is maintained to satisfy the provisions of the
Hong Kong Banking Ordinance for prudential supervision purposes. Movements

in the reserve are made directly through retained earnings and in consultation
with the Hong Kong Monetary Authority.

The directors proposed a final dividend of HK$603,694,000 (2005:
HK$494,565,000) after the year end which will be deducted as an appropriation
of retained earnings in the year ending 31 December 2007 (note 14).
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38 Amounts due from/to subsidiaries
Included in the following balance sheet headings are balances with subsidiaries:

1T
The Bank
2006 2005
HK$'000 HK$'000
Amounts due from subsidiaries:

Cash and short-term funds - 59,851
Placements with banks and other financial institutions

maturing between one and twelve months 390,000 360,000
Advances and other accounts 525,768 225,769

915,768 645,620

Amounts due to subsidiaries:

Deposits and balances of banks and other

financial institutions 115,660 101,874
Deposits from customers 952,053 869,381
Financial liabilities designated at fair value

through profit or loss 190,185 111,430
Other accounts and accruals 418,530 157,316

1,676,428 1,240,001

39 Segment reporting
(a) Business segments

The Group operates predominantly in commercial banking which comprises retail and
corporate banking, treasury, insurance and other activities. Retail and corporate
banking includes retail banking, commercial lending and trade finance. Treasury
activities include foreign exchange, money market and capital market activities.

Insurance activities include insurance underwriting, insurance agency and other related
businesses. Other activities mainly comprise investment properties holding and
securities brokerage business.

Unallocated items mainly comprise expenses, assets and liabilities of the central
management unit and other shared services, taxation and any items which cannot be
reasonably allocated to specific business segments.
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39 Segment reporting (continued)

(a) Business segment&ontinued)

TER
EEREBT
Retail and KD
corporate ME R Hith % XEE
banking  Treasury Insurance Others Unallocated Group
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$'000
2006
Interest income from
— external customers 2,326,445 1,643,277 55,453 14,348 — 4,039,523
— other segments 1,832,517 1,054,021 20,256 13,292 - 2,920,086
Interest expense to
— external customers (2,235,135) (405,363) - - - (2,640,498)
— other segments (1,075,107) (1,827,652) - (17,327) - (2,920,086)
Net interest income 848,720 464,283 75,709 10,313 - 1,399,025
Insurance operating
income from external
customers - - 411,898 - - 411,898
Other operating income
from external
customers 166,735 82,291 19,789 324,633 — 593,448
Operating income 1,015,455 546,574 507,396 334,946 - 2,404,371
Operating expenses (391,387)  (22,579) (30,567) (99,928) (130,296) (674,757)
Operating profit/(loss)
before impairment
allowances 624,068 523,995 476,829 235,018 (130,296) 1,729,614
(Charge for)/write back of
impairment allowances  (44,262) - 8 - - (44,254)
Charge for insurance
claims - - (319,401) - - (319,401)
Operating profit/(loss) 579,806 523,995 157,436 235,018 (130,296) 1,365,959
Gain/(loss) on disposal
of other properties
and equipment and
investments 1,313 - 4,840 (25) (1,391) 4,737
Net gain on fair value
adjustments on
investment properties - - - 512,626 - 512,626
Share of net profits
of jointly controlled
entities and associates - - 31,917 8,048 - 39,965
Profit/(loss) before
taxation 581,119 523,995 194,193 755,667 (131,687) 1,923,287




