(m+) 7 8p ek & (1)
B REBHSE)

Z00mE

FIE AR H
- IRER
- H Al

BT
- IRERE
- HAhZEH

B HLE A

HEHNREFZ
- L ON
HHIINEFZ
HoAb & S A

CELION
BRI

HIRR YE fif 5 AT 2 5 3¢
T B/ (5 18)

oA S 9 g 1t ]/ (R 968 )

R B HR 3R e A

BREM/ (B E)

EEEEMREL
Wk /(G4

JEE A7 5% [F] 422 11 4 I
ZEgAiat Tl

Bk ot i AL/ O 1)

7 Eb B

o1 b i

EEN B3
NEEH

C -~ Bibigd 5

AL EAARBKE RS  AEEZE
INEBAG AL ~ GF - FE -~ &
& RAEEHSRESIRERZT

40 Segment reporting (continued)
(a) Class of businesgcontinued)

TER
EERT
Retail and RN
corporate R Ri% Hit %% AEE
banking  Treasury Insurance Others Unallocated Group
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$'000
71
Restated
2004
Interest income from
— external customers 978,797 800,280 15,109 19,000 - 1,813,186
— other segments 710,907 192,671 3,887 1,049 - 908,514
Interest expense to
— external customers (677,533) (64,093) - - - (741,626)
— other segments (198,189) (708,823) - (1,502) - (908,514)
Net interest income 813,982 220,035 18,996 18,547 - 1,071,560
Insurance operating
income from external
customers - - 411,427 - - 411,427
Other operating income
from external customers 114,714 78,204 1,771 263,876 - 458,565
Operating income 928,696 298,239 432,194 282,423 — 1,941,552
Operating expenses (318,890) (23,909) (22,660)  (66,797) (101,643) (533,899)
Operating profit/(loss)
before provisions 609,806 274,330 409,534 215626 (101,643) 1,407,653
Write back of/(charge for)
bad and doubtful debts 113,903 - (13) - - 113,890
Charge for insurance
claims - - (322,096) - - (322,096)
Operating profit/(loss) 723,709 274,330 87,425 215,626  (101,643) 1,199,447
Gain/(loss) on fixed
assets and investments 10,592 242 501 6,610 (1,546) 16,399
Share of net profits
of jointly controlled
entities and associates - - 6,002 4,552 - 10,554
Profit/(loss) before
taxation 734,301 274,572 93,928 226,788  (103,189) 1,226,400

Segment assets 34,860,685 32,430,400 1,441,904 2,024,545 296,864 71,054,398

Segment liabilities 52,958,597 5,793,403 1,071,645 1,580,025 82,084 61,485,754
Capital expenditure 17,404 446 405 6,329 4,171 28,755
Depreciation charge 30,231 1,467 1,336 8,914 5,913 47,861

(b) Geographical area

The Group operates predominantly in Hong Kong. Less than 10% of the
Group’s income, profit, assets, liabilities, contingent liabilities or
commitments is attributable to the Group’s overseas operations.
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41 Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class of
contingent liabilities and commitments, and the aggregate credit risk weighted amounts:

r&E ¥ )
The Group The Bank
2005 2004 2005 2004

HK$'000 HK$000 HK$000 HK$000
Contractual amount

Direct credit substitutes 668,973 690,857 502,919 585,310
Transaction-related contingencies 33,324 16,097 33,324 16,097
Trade-related contingencies 443,470 444,175 443,470 444,175

Other commitments with an
original maturity of
— Under one year or which
are unconditionally
cancellable 8,754,398 6,610,161 8,791,819 6,677,311
— One year and over 3,972,191 3,589,888 3,972,191 3,589,888

13,872,356 11,351,178 13,743,723 11,312,781

Credit risk weighted amount 3,126,488 2,702,638 2,517,833 2,305,479

42 Capital and lease commitments

(a) Capital commitments

r&E ¥ )
The Group The Bank
2005 2004 2005 2004

HK$'000 HK$000 HK$000 HK$000
Contracted but not provided for 24,353 5,140 14,589 5,140

Authorised but not contracted for - 5,435 - 5,435

24,353 10,575 14,589 10,575
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42 Capital and lease commitments (continued)

(b) Lease commitments

At 31 December, the Group and the Bank had the following future aggregate minimum

lease payments under non-cancellable operating leases:

AEER KT
The Group and the Bank
2005 2004
HK$'000 HK$'000

Land and buildings
— Not later than one year 10,069 8,458
— Later than one year and not

later than five years 13,947 18,537
24,016 26,995

43 Other operating lease arrangements

At 31 December, the Group and the Bank had contracted with tenants for the following

future minimum lease receivables:

AEBRAKTT
The Group and the Bank
2005 2004
HK$'000 HK$'000

Land and buildings
— Not later than one year 51,696 68,352
— Later than one year and not

later than five years 23,724 37,514
75,420 105,866
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44 Notes to consolidated cash flow statement

activities before taxation

(a) Reconciliation of operating profit to net cash (outflow)/inflow from operating

2005 2004
HK$'000 HK$'000
A
Restated
Operating profit 1,043,804 1,199,447
Charge for impairment allowances on
loans and advances 19,830 -
Write back of bad and doubtful debts - (113,890)
Depreciation 46,468 47,861
Operating lease charges on leasehold land 4,171 4,172
Amortisation of discount/premium on available-for-sale
securities and held-to-maturity securities (80,288) -
Amortisation of discount/premium on non-trading
securities and held-to-maturity securities - (54,949)
Change in money at call and short notice 75,349 606,413
Change in treasury bills maturing beyond three
months 196,470 401,971
Change in placements with banks and other
financial institutions maturing beyond three months (170,766) 274,115
Change in trade bills (45,711)  (30,720)
Change in certificates of deposit held maturing
beyond three months 1,029,736 171,662
Change in trading securities (35,781)  (57,507)
Change in derivative financial instruments (27,304) -
Change in financial assets at fair value through
profit or loss (309,895) -
Change in advances and other accounts (5,620,412) (2,131,327)
Change in deposits and balances of banks and
other financial institutions maturing beyond
three months 77,551 (273,182)
Change in trading liabilities (52,582) (400,525)
Change in financial liabilities at fair value
through profit or loss 1,244,610 -
Change in deposits from customers 1,109,193 1,800,084
Change in certificates of deposit issued (139,203) 511,555
Change in other liabilities (265,490) (729,491)
Net cash (outflow)/inflow from operating activities
before taxation (1,900,250) 1,225,689
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44 Notes to consolidated cash flow statement (continued)

(b)

45

@

(b)

46

Analysis of the balances of cash and cash equivalents
2005 2004
HK$'000 HK$'000

Cash and balances with banks and other

financial institutions 1,146,488 1,048,321
Money at call and short notice 16,992,078 13,409,363
Treasury bills with original maturity within

three months 1,351,601 881,394

Placements with banks and other financial
institutions with original maturity within

three months 1,218,789 4,995,104
Certificates of deposit held with original
maturity within three months 55,837 394,587

Deposits and balances of banks and other
financial institutions with original maturity

within three months (2,260,067) (2,251,077)
Short positions in Exchange Fund Bills
and Notes (966,806) (217,497)

17,537,920 18,260,195

Assets pledged as security

A certificate of deposit of US$7,200,000 (equivalent to HK$55,837,000;
2004: US$7,200,000, equivalent to HK$55,974,000) has been pledged to the
Office of the Comptroller of Currency of the United States of America as a
statutory deposit for the Bank’s branch in Los Angeles.

As at 31 December 2005, Hong Kong Exchange Fund Bills and Notes totalling
HK$969,050,000 (2004: HK$272,290,000) which are mainly included in
“Cash and short-term funds” (note 16) have been pledged to secure the Bank’s
short positions in Exchange Fund Bills and Notes under sale and repurchase
agreements entered into by the Bank in the normal course of its business
(note 33).

Loans to officers

Loans made by the Bank to officers and disclosed pursuant to section
161B(4B) of the Hong Kong Companies Ordinance are as follows:

R+-B=+—H
ZIERE RERSHRE
Balance outstanding Maximum balance
at 31 December during the year

2005 2004 2005 2004
HK$'000 HK$'000 HK$'000 HK$'000
Aggregate amount
outstanding in respect
of principal and interest 5,435 5,750 6,674 7,503
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(m++)6EALTZXS 47 Related party transactions

EBEEN > AEBEEIEES During the year, the Group entered into certain banking transactions with related parties
NG T BE R A T in the normal course of business, which include loans, deposits, insurance and other
ZHRITR G BERE - 7 financial related transactions. These related parties are key management personnel of the
X~ R B B At < Rl A B Bank, close members of their families and companies controlled or significantly influenced
5 o ZEERE AL RBAT by them. In addition to the transactions and balances disclosed elsewhere in the accounts,
ZEFETBABRHEBERE all other material related party transactions entered into by the Group are as follows:

J& o RS SR A LT
il g ) B HAT P A E )
LAE] o BRAEAHR H H Al
7 B e B L R 5 et R O
7S5 18 iy 2 B R — ) H Al

HRAEREALZZ G5
wmr
—O0x% 2005
H*[FH ITE HtE#
EHIEE TBAE EAL
Jointly Key Other
controlled E#% /A F management  related &5t
entities  Associates  personnel parties Total
HK$'000 HK$000 HK$000 HK$000 HK$000
AEBRKT The Group and the Bank
Aggregate amounts
outstanding at the
TR FS H A R AR AR year end ]
(iEEH)
(note a)
- B#& - Loans 32,300 - 11,262 202,432 245,994
- 7K — Deposits 598,517 25,889 236,643 1,016,381 1,877,430
r&E The Group
Income for the year
received from related
T EREE A T2 WA parties
- FIEHA — Interest income —~ - 400 8,704 9,104
- Hith WA — Other operating income 2,979 310 - 777 4,066
2,979 310 400 9,481 13,170
BREELZNTFEREALLZ Expenses for the year paid
#H to related parties
- FI RS — Interest expenses 14,370 125 6,047 26,853 47,395
- BRI — Operating expenses 1,752 - - 5,910 7,662
— Net insurance operating
— fRbgE 3 S expenses 2,795 22,809 - - 25,604

18,917 22,934 6,047 32,763 80,661
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47 Related party transactions (continued)

@

(b)

48

2004
3 IE HitHH
EHIERR TBAR BAL
Jointly Key Other
controlled E#%# AT management  related aEt
entites Associates  personnel parties Total
HK$'000 HK$000 HK$000 HK$000 HK$000
The Group and the Bank
Aggregate amounts
outstanding at the
year end )
(BEBEH)
(note a)
— Loans 31,300 - 5,750 201,944 238,994
— Deposits 481,195 4,127 185,581 1,010,345 1,681,248
The Group
Income for the year
received from related
parties
— Interest income - - 227 6,744 6,971
— Other operating income 3,262 341 - 769 4,372
3,262 341 227 7,513 11,343
Expenses for the year paid
to related parties
— Interest expenses 3,446 3 3,158 11,808 18,415
— Operating expenses 1,743 - - 5,574 7,317
— Net insurance operating
expenses 886 21,317 - - 22,203
6,075 21,320 3,158 17,382 47,935
Key management compensation
2005 2004
HK$'000 HK$'000
Salaries and other short-term benefits 38,296 34,030
Retirement benefits 1,709 1,459
40,005 35,489

The loans to jointly controlled entities are interest free.

No impairment allowances have been recognised in respect of loans granted to related

parties (2004: Nil).

Approval of accounts

The accounts were approved by the board of directors on 22 February 2006.

143



