iR H i F#
NOTES TO THE ACCOUNTS

(Z+R)EMRREMIRE

B EBRREMERR

PR

T EHE G RERE (5D
- G
— il

ARG R (0D
- — &
- Rk

EE= ¢/

JEGT A

T E A RERE (5]
— il

ARG R (= 1+0))]
- Rk

H At B 26

T EHE G RERE (=15
— il

ARG FER (= 1+0)]
R
- Rk

EAEHE E[ R (= 173)]

114

25 Advances and other accounts

(@) Advances and other accounts

& A7
The Group The Bank
2005 2004 2005 2004

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

Advances to customers
Impairment allowances (note 26)

36,855,547 31,143,988 36,458,728 30,797,642

— Collective (115,444) - (93,583) -

— Individual (71,597) - (48,994) -
Provision for bad and doubtful

debts (note 27)

— General - (367,628) - (362,128)

— Specific - (92,861) - (77,681)

36,668,506 30,683,499 36,316,151 30,357,833

Advances to banks and other

financial institutions 152,789 208,807 122,789 178,807
Accrued interest 269,374 176,882 263,012 171,907
Impairment allowances (note 26)

— Individual (7,855) - (7,631) -

Provision for bad and doubtful
debts (note 27)
— Specific - (771) - (677)

261,519 176,111 255,381 171,230

Other accounts
Impairment allowances (note 26)
— Individual (581) - (371) -
Provision for bad and doubtful
debts (note 27)
— General - (1,395) - -
— Specific - (883) - (640)

1,069,769 1,237,020 799,946 1,044,851

1,069,188 1,234,742 799,575 1,044,211

Deferred tax assets (note 36) 3,413 21,669 - 20,920

38,155,415 32,324,828 37,493,896 31,773,001
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25 Advances and other accounts (continued)

(@) Advances and other accounts (continued)

Accrued interest is analysed by types of financial assets as follows:

2005

Short-term funds

Placements with banks and other financial institutions

maturing between one and twelve months
Certificates of deposit held
Trading securities
Derivative financial instruments

Financial assets at fair value through profit or loss
Available-for-sale securities

Held-to-maturity securities

Advances to customers

Advances to banks and other financial institutions

(b) Finance leases and hire purchase contracts

Advances to customers include investment in finance lease receivables and hire purchase

contracts, analysed as follows:

Gross investment, receivable
— Not later than one year

— Later than one year and not later than five years

— Later than five years

Unearned finance income

Net investment

A&E .5}
The Group The Bank
HK$'000 HK$'000
42,502 43,217
10,975 15,915
4,358 4,348
2,488 2,488
27,637 27,637
26,812 20,039
22,073 22,073
11,457 10,434
120,875 116,668
197 193
269,374 263,012

AEE
The Group

2005 2004

HK$'000 HK$'000
247,407 184,179
276,992 174,189
2,041 2,374
526,440 360,742
(42,203)  (24,915)
484,237 335,827

115



iR H i F#
NOTES TO THE ACCOUNTS

(Z+R)EF R HtARE(E)
Z mEAERABSH(E)

MEMNE KBS NZRERH
AR I

—FR
—FELDEERE
LD E

Lt R SR RE R
B A 2R < EREE (2
OONERE) -

WREAE B E B B & ok B ¥ x4
Ry AN ] o [ i o AH B e R 5 40 .2
L ERELBR -TLHZENLE
ATFIE(ZOO MY F 51 R IR YE
A R —T Va1 En) -

A EREERTEITER

TR A G R = Uitk
06k B 300 ) B EL i [l <
HENERTEIERE > M E AR
TEXZBMSENEA -

(i) EWEER:

R EEXREEZFMNE
R EXARRR - NEET+
RIS I E 2 F B
18 > % RA A R T
RABR ST RIEEE - HoH
I

ZO0®R#®

EkEHE &K
hEFEXBE O D0

B 1l B e 2
RER

116

25 Advances and other accounts (continued)

(b) Finance leases and hire purchase contracts (continued)

(©

The net investment in finance lease receivables and hire purchase contracts is
analysed as follows:

rEE
The Group
2005 2004
HK$'000 HK$'000
Not later than one year 222,057 168,666
Later than one year and not later than five years 260,139 164,844
Later than five years 2,041 2,317

484,237 335,827

No unguaranteed residual values were included in the gross investment in finance
lease receivables and hire purchase contracts above (2004: Nil).

The allowance for uncollectible finance lease receivables and hire purchase
contracts included in the impairment allowances for impaired assets amounted to
HK$35,099,000 (2004: included in the provision for bad and doubtful debts
amounted to HK$18,290,000).

Impaired loans / Non-performing loans

Upon adoption of HKAS 39, the concepts of suspended interest and non-performing
loans are no longer relevant as interest continues to be recognised on the recoverable
element of impaired loans.

(i) Impaired loans:

The gross amount of impaired loans, which represents those individual advances
where there is objective evidence of impairment resulting from loss events
occurring after the initial recognition of the advances and where these loss
events have an impact on the estimated future cash flows of the advances, is
analysed as follows:

2005
EFEX
Advances to customers
rEE ¥ XH)
The Group The Bank
HK$'000 HK$'000
Impaired loans 247,248 210,897
Percentage of total advances to customers 0.67% 0.58%

Individual impairment allowances in respect
of such advances 71,597 48,994
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25 Advances and other accounts (continued)
(c) Impaired loans / Non-performing loans (continued)

(i) EWMEERCE) :

(i) Impaired loans (continued):
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At 31 December 2005, there were no impaired loans in respect of advances to
banks and other financial institutions.

The above individual impairment allowances were made after taking into
account the value of collateral in respect of such advances.

(i) Non-performing loans:

The gross amount of non-performing loans, which represents advances on
which interest is being placed in suspense or on which interest accrual has
ceased, is analysed as follows:

2004
EFER
Advances to customers
A&E ¥ )
The Group The Bank
HK$'000 HK$'000
Non-performing loans 258,067 228,297
Percentage of total advances to customers 0.83% 0.74%

Specific provisions made in respect of
such advances 91,263 77,681

Amount of interest in suspense 23,548 22,465

At 31 December 2004, there were no non-performing loans in respect of
advances to banks and other financial institutions.

The above specific provisions were made after taking into account the value
of collateral in respect of such advances.
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2005

The Group

At 1 January

Amounts written off

Recoveries of advances written off in
previous years (note 8)

Charge to profit and loss account (note 8)

Exchange difference adjustment

At 31 December

Deducted from:

Trade bills (note 17)

Advances to customers (note 25)
Accrued interest (note 25)

Other accounts (note 25)

The Bank

At 1 January

Amounts written off

Recoveries of advances written off in
previous years

(Credit)/charge to profit and loss account

Exchange difference adjustment

At 31 December

Deducted from:

Trade bills (note 17)

Advances to customers (note 25)
Accrued interest (note 25)

Other accounts (note 25)

26 Impairment allowances on loans and advances

@ERIFHE EEFME

Individual ~ Collective &gt
assessment assessment Total
HK$'000 HK$'000 HK$'000
98,416 100,153 198,569
(28,432) - (28,432)
5,707 - 5,707
4,342 15,488 19,830
- (32) (32)
80,033 115,609 195,642
- 165 165
71,597 115,444 187,041
7,855 - 7,855
581 - 581
80,033 115,609 195,642
BERIEE e EM
Individual ~ Collective &gt
assessment assessment Total
HK$'000 HK$'000 HK$'000
81,028 83,037 164,065
(20,919) - (20,919)
5,696 - 5,696
(8,809) 10,743 1,934
- (32) (32)
56,996 93,748 150,744
- 165 165
48,994 93,583 142,577
7,631 - 7,631
371 - 371
56,996 93,748 150,744
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27 Provision for bad and doubtful debts

2004

The Group
HHER W —WER eI,

Specific General &5 Suspended

provision provision Total interest
HK$'000 HK$'000 HK$'000 HK$'000

At 1 January 207,022 445,471 652,493 42,982

Amounts written off (83,691) - (83,691) (14,235)

Recoveries of advances written off
in previous years (note 9) 9,128 - 9,128 -
Credit to profit and loss

account (note 9) (37,944) (75,946) (113,890) -
Interest suspended during the year - - - 19,350
Suspended interest recovered - - - (24,549)
Exchange difference adjustment - 44 44 -
At 31 December 94,515 369,569 464,084 23,548
Deducted from:
Trade bills (note 17) - 546 546
Advances to customers (note 25) 92,861 367,628 460,489
Accrued interest (note 25) 771 - 771
Other accounts (note 25) 883 1,395 2,278
94,515 369,569 464,084
The Bank
BHRER @ —RER ER
Specific General 45 Suspended
provision provision Total interest
HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 196,740 437,521 634,261 40,812
Amounts written off (79,995) - (79,995) (14,235)
Recoveries of advances written off
in previous years 8,916 - 8,916 —
Credit to profit and loss account (46,663) (74,891) (121,554) -
Interest suspended during the year - - - 15,529
Suspended interest recovered - - - (19,641)
Exchange difference adjustment - 44 44 -
At 31 December 78,998 362,674 441,672 22,465
Deducted from:
Trade bills (note 17) - 546 546
Advances to customers (note 25) 77,681 362,128 439,809
Accrued interest (note 25) 677 - 677
Other accounts (note 25) 640 - 640
78,998 362,674 441,672
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(ZTHN) B AT#ER 28 Interests in subsidiaries
i
The Bank
2005

HK$'000
300,163

2004
HK$'000

JE LHE S HRAHE 300,191

Unlisted shares, at cost

MIRATRZOO0NF+H
=0 2EHBRHERCEE

The following is a list of the principal subsidiaries wholly and directly owned by the
Bank at 31 December 2005:

[N A=
ERTREMEZRA
Issued and paid up
share capital
#M  Place of KE SKREE
R&% incorporation Numberof  Nominal Principal

%7 Name #2  and operation shares value FE%7H activities
Tk B PR BB A PR Wing Lung Insurance Z#  Hong Kong 29,000,000  HK$10 R %% Insurance

Company Limited underwriting
KM B ARAH Wing Lung Finance Limited #i#  HongKong 2,500,000  HK$10 ¥%fF Deposit-taking
KEREARAH Wing Lung Credit Limited ##  HongKong 1,000,000  HK$10 &% Investment holding
KEEHEERAE Wing Lung Futures Limited Z#  Hong Kong 800,000 HK$10 JIERFCHRE  Futures broking
KBEEFERAHE Wing Lung Securities Limited ~ %#  Hong Kong 700,000  HK$10 HH#EHMRE  Securities broking
KESITEFEERAH Wing Lung Bank (Trustee) Limited&#  Hong Kong 300,000 HK$10 fEFEHS Trustee services
KERBEEMERAR Wing Lung Insurance Brokers ~ #&#  Hong Kong 250,000 HK$10 HEHHE K Investment trading and

Limited PR B R insurance broking
kBEREERAH Wing Lung Agency Limited #¥#  Hong Kong 50,000  HK$10 ffig{CE Insurance agency
KEERITZERERRAE  Wing Lung Bank (Nominees) &  Hong Kong 1,000  HK$10 ZFEAEMRE Nominee services

Limited
KEEEARAE Wing Lung Property Management & #  Hong Kong 1,000  HK$10 PrEEH Property management

Limited
Wingspan Incorporated Wingspan Incorporated XB USA 1,500,000 USSL WIERH Property holding

(ZTHHRAEFEEERS 29 Interests in jointly controlled entities

r& 17

The Group The Bank
2005 2004 2005 2004
HK$'000 HK$000 HK$000 HK$000
JEETHERCRAHE Unlisted shares, at cost - - 25,000 25,000
JEAL & B R Share of net assets 73,278 68,459 - -
73,278 68,459 25,000 25,000

Loans to jointly controlled

B rHAEGERGEEH) entities (note a) 32,300 31,300 32,300 31,300
105,578 99,759 57,300 56,300
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Interests in jointly controlled entities (continued)

The following is a list of the principal jointly controlled entities at
31 December 2005:

s

Place of BEERZ zB2H

3ft%  incorporation Ownership Proportion of

E4 Name &M EL and operation interest voting power FEXH Principal activities

SR 422 Bank Consortium & Hong Kong 13.33% 14.29% fEHRKEF#E  Provision of trustee,

B AHE> Holding Limited* ZAZ#E ~ 1T administration and

B AR IR 5 custodian services

for retirement
schemes

SR E R Joint Electronic ik Hong Kong Gigz) (HEE2D) HEEHHMEE  Provision of ATM

ARAF Teller Services (note b) (note b) B Mi& IR  network services

Limited*

H#AERKE  Hong Kong Life Fis Hong Kong 16.67% 16.67% AERBER  Life insurance

BRAHE Insurance Limited business

SRR PR B BC Reinsurance & Hong Kong 21.00% 21.00% FRb Reinsurance

ARAF Limited business

i-Tech Solutions i-Tech Solutions &% Hong Kong 50.00% 50.00% BT XHRE  Electronic document

Limited* Limited* processing

* AT E &R Z IR £ e

Jointly controlled entities held directly by the Bank

O BERCTER P B SRS SR ()
=T -HETL(ZOONERBRE =T —H
EIL) CER O RN g8 5ORER TRy
ZOOJUEE - HERHERITR A - S5
R E SN -

Z -~ A AMER Y — wAEEZS (D)
FZ IR - ATRA AR RIT T HA
M EEER A REHS T R
NEEIRR B E S B\ -

(ZH)HEQTER 30

JEE A5 & 7 5 B

R=OOHE+=H=+—H » HAKfT—
B B 2 1 540 2 2 9 g
Z R R~ A R — TR (=0
OP4E Byt~ “+ A —F0) « K&
BT

The loans to jointly controlled entities include an amount of HK$31,000,000
(2004: HK$31,000,000) which is unsecured, interest free and repayable in
2008. The remaining balance is unsecured, interest free and has no fixed
term of repayment.

The Bank is one of the five founding members which together have a
controlling interest in the company. The Bank holds 20% of the ‘A
ordinary shares issued by the company to its founding members, and is
entitled to 2.88% of dividends declared.

Interests in associates
KEE
The Group
2005 2004
HK$'000 HK$'000
Share of net assets 3,540 2,703

The cost of the unlisted shares in the associates at 31 December
2005 held by a subsidiary of the Bank amounted to HK$2,291,000
(2004: HK$2,291,000). The particulars are as follows:

Place of Interest
R incorporation Principal #AZE®  Particulars of BEi%#E  held

4+ Name B¥EMB  andoperation FEEFH  activies {TREAEFENE  issued shares held HH#2 indirectly
HEHT  Professional FHi Hong Kong fREEARE  Insurance JELTZ  Unlisted ordinary  27% 27%
e Liability agency TR shares of HK$1
HEAF  Underwriting T each

Services

Limited
MZHEE Equity e Hong Kong PREEAE  Insurance JELTHIZIE  Unlisted ordinary  30% 30%
AREAER  Underwriters agency MMM shares of HK$1
NG| Limited #—Jt each
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31 Fixed assets

The Group

Cost or valuation

At 1 January 2005 as previously

reported

Effect of changes in accounting

policies

— on adoption of HKAS 17

At 1 January 2005 as restated

Additions

Disposals
Reclassifications, net
Surplus on revaluation

Exchange difference adjustment

At 31 December 2005

Accumulated depreciation

At 1 January 2005 as previously

reported

Effect of changes in accounting

policies

— on adoption of HKAS 17

At 1 January 2005 as restated
Charge for the year (note 7)

Disposals

Elimination on revaluation
Exchange difference adjustment

At 31 December 2005

Net book value

At 31 December 2005

At 31 December 2004 as
restated

LAY E
REYE  Furniture
EE Investment and gt
Premises  properties equipment Total
HK$'000 HK$000 HK$000 HK$000
590,597 1,261,950 458,274 2,310,821
(301,520) - - (301,520)
289,077 1,261,950 458,274 2,009,301
12,794 1,414 32,105 46,313
- - (16,452) (16,452)
50,376 (50,376) - -
1,150 188,652 - 189,802
(25) - 22 (3)
353,372 1,401,640 473,949 2,228,961
132,144 - 340,468 472,612
(55,546) - - (55,546)
76,598 - 340,468 417,066
9,725 - 36,743 46,468
- - (14,474)  (14,474)
(396) - - (396)
- - 7 7
85,927 - 362,744 448,671
267,445 1,401,640 111,205 1,780,290
212,479 1,261,950 117,806 1,592,235




(Z+-)EEEE () 31 Fixed assets (continued)

EyEE ARG E The analysis of cost or valuation of the above assets is as follows:
SWWT
A& The Group
VT
REWE  Furniture
EE Investment and &
Premises  properties equipment Total
HK$'000 HK$'000 HK$'000 HK$'000
—0O0x% 2005
%A E At cost 141,318 - 473,949 615,267

Reclassification from investment

HEYEEBREFE properties stated at professional
DAY= LRI valuation
-— WA — 1995 50,560 - - 50,560
—— L\ — 1998 64,726 - - 64,726
-Z00—% — 2001 15,552 - - 15,552
-Z00=% — 2002 12,600 - - 12,600
-Z00=% — 2003 15,690 - - 15,690
-ZO0H% — 2005 52,926 - - 52,926
ZOOHFHEMHE At professional valuation 2005 — 1,401,640 — 1,401,640
353,372 1,401,640 473,949 2,228,961
ZO00mE 2004
J A AE At cost 128,549 - 458,274 586,823

Reclassification from investment

HEYEEREFE properties stated at professional
a7 DL B ZE S E R valuation
-—RNAF — 1995 50,560 - - 50,560
—— L\ — 1998 64,726 - - 64,726
-—00—% — 2001 16,952 - - 16,952
-—00=% — 2002 12,600 - - 12,600
-—00=Z4% — 2003 15,690 - - 15,690
“OO0MFEHZMHE At professional valuation 2004 - 1,261,950 - 1,261,950

289,077 1,261,950 458,274 2,009,301
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31 Fixed assets (continued)

The Bank i
Y E
BREME  Furniture
EE Investment and &t
Premises properties equipment Total
HK$'000 HK$000 HK$000 HK$'000
Cost or valuation
At 1 January 2005 as previously
reported 571,356 1,261,950 440,928 2,274,234
Effect of changes in accounting
policies
— on adoption of HKAS 17 (301,520) - - (301,520)
At 1 January 2005 as restated 269,836 1,261,950 440,928 1,972,714
Effect of changes in accounting
policies
— on adoption of HKAS 40 (35,075) 31,884 - (3,191)
At 1 January 2005 as adjusted 234,761 1,293,834 440,928 1,969,523
Additions 2,311 1,414 23,997 27,722
Disposals - - (14,768) (14,768)
Reclassifications, net 43,474 (43,474) - —
Surplus on revaluation (250) 194,160 - 193,910
Exchange difference adjustment - - 22 22
At 31 December 2005 280,296 1,445,934 450,179 2,176,409
Accumulated depreciation
At 1 January 2005 as previously
reported 130,488 - 328,019 458,507
Effect of changes in accounting
policies
— on adoption of HKAS 17 (55,546) - - (55,546)
At 1 January 2005 as restated 74,942 - 328,019 402,961
Effect of changes in accounting
policies
— on adoption of HKAS 40 (5,346) - - (5,346)
At 1 January 2005 as adjusted 69,596 - 328,019 397,615
Charge for the year 9,117 - 33,198 42,315
Disposals - - (13,283) (13,283)
Elimination on revaluation (171) - - (171)
Exchange difference adjustment - - 7 7
At 31 December 2005 78,542 - 347,941 426,483
Net book value
At 31 December 2005 201,754 1,445,934 102,238 1,749,926
At 31 December 2004 as restated 194,894 1,261,950 112,909 1,569,753




(Z+-)EEEE () 31 Fixed assets (continued)

EAIE RO B A E The analysis of cost or valuation of the above assets is as follows:
SWWT
1T The Bank
EIVET
BREWE  Furniture
EZE Investment and &t
Premises  properties equipment Total
HK$'000 HK$'000 HK$'000 HK$’000
—00x% 2005
8 A ME At cost 111,619 - 450,179 561,798

Reclassification from investment

B EER R B E properties stated at professional
A LA B AL E SR valuation
-—NNAF — 1995 43,200 - - 43,200
- — A — 1998 42,771 - - 42,771
-—00—% — 2001 15,552 - - 15,552
-Z00=Z% — 2002 6,840 - — 6,840
-—00=#% — 2003 15,690 - — 15,690
-Z00ha% — 2005 44,624 - - 44,624
ZOORFEHEME At professional valuation 2005 - 1,445934 — 1,445,934
280,296 1,445,934 450,179 2,176,409
—0O0m% 2004
BN ] At cost 109,308 - 440,928 550,236
Reclassification from investment
HiEYRERRFE properties stated at professional
A DU ZE A B B R valuation
-— AL - 1995 50,560 - - 50,560
-— LN - 1998 64,726 - - 64,726
-—00—% — 2001 16,952 - - 16,952
-Z00=Z# — 2002 12,600 - - 12,600
-Z00=% — 2003 15,690 - - 15,690
ZOOMEHFEAME At professional valuation 2004 - 1,261,950 - 1,261,950
269,836 1,261,950 440,928 1,972,714
BREVREER_OONE The investment properties are stated at valuation made by an independent professional valuer
TZRA=+—HZMEY] as at 31 December 2005 on an open market value basis. The valuation was carried out by
HR - HB T B AL (A AR A A.G. Wilkinson & Associates, a professional property valuation firm in Hong Kong.
NEIT{EFESEmEREE -
EXGERHEEHEY
SEAGE N FIEEE A S
AT AT -
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31 Fixed assets (continued)

The net book value of premises and investment properties comprises:

The Group
2005 2004
RENXE RENMXE
EE Investment EZE Investment
Premises  properties Premises  properties
HK$'000  HK$'000 HK$'000 HK$'000
Leasehold properties in
Hong Kong:
— Long-term leases
(over 50 years) 199,201 1,303,250 155,488 1,178,400
— Medium-term leases
(between 10 to 50 years) 40,386 98,390 39,406 83,550
239,587 1,401,640 194,894 1,261,950
Leasehold properties outside
Hong Kong:
— Freehold 20,593 - 10,135 -
— Long-term leases
(over 50 years) 3,517 - 3,591 -
— Medium-term leases
(between 10 to 50 years) 3,748 - 3,859 -
267,445 1,401,640 212,479 1,261,950
The Bank
2005 2004
RENXE RENE
EE Investment EZE Investment
Premises  properties Premises  properties
HK$'000  HK$'000 HK$'000 HK$'000
Leasehold properties in
Hong Kong:
— Long-term leases
(over 50 years) 161,368 1,347,544 155,488 1,178,400
— Medium-term leases
(between 10 to 50 years) 40,386 98,390 39,406 83,550
201,754 1,445,934 194,894 1,261,950




