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Serving Hong Kong for 75 Years
Forging a New Future Together
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Dah Sing Bank commemorated its 75th anniversary in 2022. To celebrate this
important milestone, the Bank launched a series of activities designed to
show its gratitude towards its customers, and to reflect its commitment to
build a better and more sustainable future for Hong Kong, in line with its
brand tagline Together We Prosper and Progress.

Committed to HK's Future
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“Since our bank was established in
1947, we have been growing together
with Hong Kong. Looking ahead,
we will continue to strive to deliver
on our brand tagline of ‘Together
We Progress and Prosper. We will
also continue to run our business
operations prudently and instill
a culture of service quality in our
people, as part of our efforts to build
a customer-centric organisation that
enables our clients to meet their
changing needs. »

T 18E Harold Wong

RIRITE SRR RITEHARER
Managing Director & Chief Executive
Dah Sing Bank
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Community Joy and Values
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On 24 July 2022, the Bank sponsored
free ferry rides across the iconic
Victoria Harbour, where over 30,000
people travelled by Star Ferry
between Central and Tsimshatsui on
that day, symbolising Hong Kong’s
vitality and resilience asthe economy
slowly emerged from the fifth wave of
COVID.

The Bank-commissioned creative
yarnbombing public art displays
could be seen at Star Ferry in mid-
July and subsequently in a number
of the Bank’s branches. The displays
were created by local artists on the
theme of “Gift of Heritage for a Better
Tomorrow”, inspiring the vision of
a sustainable future that upholds
the values and traditions cherished
in our local communities and
neighbourhoods.
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Support for SME
Sustainability
Journey
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Walk for a Low Carbon Future
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To support SMEs in their transition to sustainable business practices, the Bank
collaborated with Friends of the Earth (HK) to jointly present the “SME ESG Best
Practices Recognition Programme”. The programme included two industry-
specific educational forums to help SMEs understand how evolving ESG trends are
impacting and shaping sustainable downstream and supply chain opportunities
relevant to the property and construction as well as the retail and e-commerce
sectors respectively.

emissions for Hong Kong through
the “Green WALK Carbon Emissions
Reduction Online Challenge” in which
over 364 million steps were recorded
in aggregate by public participants
between August and December 2022.

Additionally, the Bank invited Green
WALK’s campaign ambassador Mr.
Alex Fong and four elite Hong Kong
athletes - fencing champion Ms.
Vivian Kong, trail runner Mr. Wong
Ho-chung, badminton player Ms. Yip
Pui-yin and Olympic swimmer Ms.
Yvette Kong - as carbon reduction
team captains in the “Dah Sing Bank
75th Anniversary Charity Challenge”,
rallying members of the public to join
their team efforts. Each team quickly
reached their respective goal of
750,000 accumulated steps within the
first week of the campaign, and the
Bank presented HKD150,000 to each
team’s designated charity, for a total
donation of HKD750,000.
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In line with its ESG commitment,
the Bank demonstrated its advocacy
for green and low carbon lifestyles
through its title sponsorship of
the Green WALK Hong Kong 2022.
In addition to the campaign’s
City Orienteering Competition cum
Carnival held in January 2023 as its
finale, the campaign contributed to a
reduction of over 60 tonnes in carbon

NEEIR OIEREF
Joyful Thanksgiving
for Customers
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Last but not least, the Bank launched
a 75th Anniversary Grand Lucky Draw
in joyful thanksgiving to its customers.
Held over a 75-day period, the lucky
draw featured 750 prizes including
15 grand prizes at HKD7,500 credit
card spending credits and 75 second
prizes at HKD1,000 credit card spending
credits each.
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FINANCIAL SUMMARY
W EEETIIIT HK$ Million 2018 2019 2020 2021 2022
BEES Shareholders’ funds 25,435 26,805 28,386 30,192 29,520
BEER Subordinated notes 5,449 5510 3,828 4,128 3,801
BPRER Deposits from customers 172,410 182,115 189,901 194,922 198,575
BRITHFE Certificates of deposit issued 6,535 6,751 8,126 6,590 4,229
Fes Total deposits 178,945 188,866 198,027 201,512 202,804
AfERE Total liabilities

(BEREER) (including subordinated notes) 205,309 216,507 219,270 218,705 222,692
EPER Advances to customers

(TBEESER) (excluding trade bills) 128,628 136,947 137,577 144,313 136,530
EEfME Total assets 237,301 250,312 254,961 256,531 250,847
REFE(L &R Profit attributable to shareholders 1,915 1,708 1,158 1,308 1,171
2ERERS Total dividend distribution 476 470 300 339 364
LOBTIST HK$
BIREREF Basic earnings per share 572 5.28 3.62 4.09 3.67
RS Dividends per share 1.47 1.47 0.94 1.06 1.14

2 RFEREBARAT 20225 F 5K
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FINANCIAL SUMMARY
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BOARD OF DIRECTORS

Executive Directors

David Shou-Yeh Wong

Chairman
Hon-Hing Wong (Derek Wong)

Managing Director and Chief Executive
Gary Pak-Ling Wang

Deputy Chief Executive

Independent Non-Executive Directors

Robert Tsai-To Sze
Andrew Kwan-Yuen Leung
Paul Michael Kennedy
Paul Franz Winkelmann
Mariana Suk-Fun Ngan

Non-Executive Director

Junji Mori

Alternate Director

Yuichi Tashita
Alternate to Junji Mori

AUDIT COMMITTEE

Robert Tsai-To Sze
Chairman

Paul Michael Kennedy

Paul Franz Winkelmann

Mariana Suk-Fun Ngan

NOMINATION AND REMUNERATION COMMITTEE

Robert Tsai-To Sze
Chairman

Andrew Kwan-Yuen Leung

David Shou-Yeh Wong
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CORPORATE INFORMATION

BEEEAR SENIOR MANAGEMENT
F 188 Harold Tsu-Hing Wong
ESL g Group General Manager
AFTRTTHER L FIEIF/E Vice Chairman, Managing Director and Chief Executive of
EERSIEF TR Dah Sing Bank, Limited
HEE Nicholas John Mayhew
AFTIRITERBBR L AJHTEFRRBITTEARE Executive Director and Deputy Chief Executive of

Dah Sing Banking Group Limited
AFIRITERA A TEE - BITTEAEZ R
FEFNE  RETBERPFHRENTFE

Executive Director, Deputy Chief Executive and Group Head of Treasury,
Global Markets & Corporate Finance of Dah Sing Bank, Limited
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COMPANY SECRETARY

Richard Tsung-Yung Li

AUDITORS

PricewaterhouseCoopers
Certified Public Accountants in Hong Kong
Registered Public Interest Entity Auditor

SOLICITORS

Herbert Smith Freehills

REGISTERED OFFICE

26th Floor, Dah Sing Financial Centre

248 Queen’s Road East, Wan Chai, Hong Kong
Tel: 2507 8866

Fax: 2598 5052

S.W.LLF.T.: DSBAHKHH

Website: http://www.dahsing.com

SHARE REGISTRAR AND TRANSFER OFFICE
Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre

183 Queen’s Road East, Wan Chai, Hong Kong

SHARE LISTING AND STOCK CODE

The Stock Exchange of Hong Kong Limited
Stock Code: 440
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DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE
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BOARD OF DIRECTORS

Mr. David Shou-Yeh Wong
Chairman

Mr. Wong, aged 82, was appointed as the Chairman of the Company
in 1987. He is also the Chairman of Dah Sing Banking Group Limited
(“DSBG”), Dah Sing Bank, Limited (“DSB”), Banco Comercial de
Macau, S.A., Dah Sing Insurance Company (1976) Limited and
Macau Insurance Company Limited. He serves as a member of the
Nomination and Remuneration Committee of the Company, DSBG and
DSB. Mr. Wong is the Honorary President of Guangdong Chamber
of Foreign Investors. He was the Vice President of The Hong Kong
Institute of Bankers. He holds a Bachelor of Science degree in
Electrical Engineering from Massachusetts Institute of Technology
and has over 55 years of experience in banking and finance. He is the
father of Mr. Harold Tsu-Hing Wong, the Group General Manager of the
Company.

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

Mr. Sze, aged 82, 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 (“DSB”) and Dah Sing Insurance Company
(1976) Limited. He serves as the Chairman of the Audit Committee of
the Company, DSBG and DSB, the Chairman of the Nomination and
Remuneration Committee (“NRC”) of the Company and a member of
the NRC of DSBG and DSB. He was the Chairman of the NRC of DSBG
from August 2005 to August 2017. Mr. Sze is an Independent Non-
Executive Director of Nanyang Holdings Limited and Sunwah Kingsway
Capital Holdings Limited. He was an Independent Non-Executive
Director of Hop Hing Group Holdings Limited which was delisted in
January 2022 and Mr. Sze resigned in February 2022. 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.
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BOARD OF DIRECTORS (Continued)

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

Mr. Leung, aged 72, was appointed as an Independent Non-Executive
Director and a member of the Nomination and Remuneration
Committee (“NRC”) of the Company in December 2017 and May 2019
respectively. He was an Independent Non-Executive Director of Dah
Sing Banking Group Limited (“DSBG”) and Dah Sing Bank, Limited
and a member of the NRC of DSBG (resigned in December 2017).
Mr. Leung is the President of the Seventh Legislative Council of Hong
Kong and a member of the Industrial (First) Functional Constituency of
the Legislative Council of Hong Kong. He was the President of the Sixth
Legislative Council of Hong Kong during 2016 to 2021. Mr. Leung is
also the honorary president of the Federation of Hong Kong Industries,
the honorary chairman of Textile Council of Hong Kong Limited and a
fellow member of the Textiles Institute and the Clothing and Footwear
Institute. He was a member of the 13th National Committee of the
Chinese People’s Political Consultative Conference, a council member
of the Hong Kong Trade Development Council and a director of The
Hong Kong Mortgage Corporation Limited. Mr. Leung is an Independent
Non-Executive Director of China South City Holdings Limited, Wharf
Real Estate Investment Company Limited and CN Innovations Holdings
Limited.
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BOARD OF DIRECTORS (Continued)

Mr. Paul Michael Kennedy
Independent Non-Executive Director

Mr. Kennedy, aged 65, was appointed as an Independent Non-
Executive Director and a member of the Audit Committee of the
Company in December 2018. He is also an Independent Non-Executive
Director of Dah Sing Bank, Limited, an Independent Non-Executive
Director of Octopus Holdings Limited and Octopus Cards Limited and
an Independent Non-Executive Director of Vistra Group Holdings
(BVI) Il Limited. He was a financial services partner of KPMG Hong
Kong from 1991 to 2006 and Managing Partner of KPMG’s Shanghai
office from 2000 to 2005. Mr. Kennedy was chief operating officer and
executive director of the Securities and Futures Commission during
the period from 2006 to 2010 and he subsequently took up a role as
a Managing Director of HSBC Hong Kong’s Global Banking Division
from 2010 to 2012. Mr. Kennedy was appointed as Special Advisor to
the Chief Executive of Hong Kong Exchanges and Clearing Limited
(“HKEX”) in January 2013 and subsequently served as the Group
Chief Financial Officer of HKEX from May 2013 to December 2017.
He continued to serve as Senior Advisor of HKEX until July 2018.
Mr. Kennedy is a Fellow of the Hong Kong Institute of Certified Public
Accountants and a Fellow of the Institute of Chartered Accountants
in England and Wales. He holds a Bachelor of Arts in Accounting
and Financial Administration from the University of Bangor in the
United Kingdom and has over 35 years of experience in the financial
services industry encompassing auditing and professional advisory
services, regulation, risk management, banking and listed company
management.
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BOARD OF DIRECTORS (Continued)

Mr. Paul Franz Winkelmann
Independent Non-Executive Director

Mr. Winkelmann, aged 67, was appointed as an Independent Non-
Executive Director and a member of the Audit Committee of the
Company in May 2019. He is also an Independent Non-Executive
Director, a member of the Audit Committee and a member of Risk
Management and Compliance Committee of Dah Sing Bank, Limited.
Mr. Winkelmann joined PricewaterhouseCoopers (“PwC”) in 1984
and was admitted to partnership in 1990 to become a member of the
first group of partners to set up PwC'’s financial services practice in
Hong Kong. He specialized in the audits of financial institutions, both
local and international. He was partner-in-charge of PwC'’s risk and
compliance matters for Greater China for 14 years up to June 2014. He
was also the leader of PwC’s Greater China Risk and Quality function
overseeing auditing and ethical standards within PwC. In 2001, he
joined the governance Board of Partners of PwC in Hong Kong and
subsequently was appointed to the Management Board of PwC China
and Hong Kong. Following his retirement from PwC Hong Kong in
June 2014, Mr. Winkelmann was engaged as a senior advisor of PwC
in Hong Kong on risk and quality matters during the period from July
2014 to December 2015. Mr. Winkelmann is currently an Independent
Non-Executive Director and a Non-Industry Member of the General
Committee of the Insurance Complaints Bureau. He is also the Non-IA
Eligible DP Member of Disciplinary Panel Pool of the Insurance
Authority. He was the Chairman of the Financial Reporting Standards
Committee of the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) from 2004 to 2009 and the President of HKICPA in 2009. In
2005, he was appointed to the Standing Committee on Company Law
Reform and served for a period of 6 years. Mr. Winkelmann was the
Chief Executive Officer of Financial Reporting Council of Hong Kong
from April 2016 to March 2019. He is a fellow member of the HKICPA.
He holds a Bachelor of Arts (Business) Degree from Trinity College,
Dublin.
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BOARD OF DIRECTORS (Continued)

Ms. Mariana Suk-Fun Ngan
Independent Non-Executive Director

Ms. Ngan, aged 65, was appointed as an Independent Non-Executive
Director and a member of the Audit Committee of the Company in
April 2022. Ms. Ngan started her career with The Mitsubishi Bank, Ltd.
(now known as MUFG Bank, Ltd. (“MUFG”), Hong Kong Branch after
her graduation from the University of Kent at Canterbury, The United
Kingdom in 1984. She holds a Master Degree of Arts in Management
Science. Ms. Ngan had assumed various senior positions in MUFG,
Hong Kong Branch. She was a Co-General Manager of MUFG
Hong Kong Branch and General Manager, Corporate Banking Office
for Greater China during the period from 2014 to 2018. Ms. Ngan
subsequently served as Managing Director, Co-Head of MUFG Hong
Kong Branch and Head of Global Corporate Banking, East Asia in
charge of global corporate customers in Greater China and South
Korea. From 2016 to 2019, Ms. Ngan was concurrently appointed
as Executive Officer of MUFG. After retirement in September 2019,
Ms. Ngan has been appointed as an advisor (part time basis with no
executive function and no management responsibilities) of MUFG,
Hong Kong Branch since October 2019. Ms. Ngan has over 37 years of
extensive experience in various areas in the banking industry.
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BOARD OF DIRECTORS (Continued)

Mr. Junji Mori
Non-Executive Director

Mr. Mori, aged 47, was appointed as a Non-Executive Director of the
Company in July 2022. Mr. Mori started his career with The Norinchukin
Bank after his graduation from International Christian University where
he attained a Bachelor Degree of Arts in Liberal Arts in 1998. He
also holds a Master Degree of Business Administration from Ross
School of Business, University of Michigan and completed Advanced
Management Program at Harvard Business School. Mr. Mori had
assumed various senior positions in The Norinchukin Bank. He was
a Senior Vice President of Singapore Branch and a Senior Manager
of Corporate Planning Division. From 2017 to 2019, he was a Senior
Manager of Food & Agri Planning Division and subsequently took up
the role as Deputy General Manager in April 2019. Mr. Mori has been
appointed as General Manager of Food & Agri Planning Division since
April 2022. He has over 24 years of extensive experience in various
areas in the banking industry.

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

Mr. Wong, aged 70, was appointed as a Director of the Company in
1993 and promoted as the Managing Director 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, promoted
to Managing Director in 2000 and then appointed as Vice Chairman of
DSB in April 2011. He is Vice Chairman, Managing Director and Chief
Executive of Dah Sing Banking Group Limited, Chairman of Dah Sing
Bank (China) Limited and a director of various major subsidiaries of
the Group. He is also a Non-Executive Director and Vice Chairman of
Bank of Chongqing Co., Ltd. (listed in Hong Kong and Shanghai) in
which the Group has a 13.2% equity interest. Mr. Wong is an Associate
of The Institute of Bankers (U.K.) and a Founder Member of The Hong
Kong Institute of Bankers and The International Retail Banking Council
of the U.K. He holds a Higher Diploma in Business Studies from the
Hong Kong Polytechnic College (now known as Hong Kong Polytechnic
University) and has over 45 years of experience in banking.
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BOARD OF DIRECTORS (Continued)

Mr. Gary Pak-Ling Wang
Deputy Chief Executive

Mr. Wang, aged 62, was appointed as an Executive Director of the
Company in 2001 and as Deputy Chief Executive of the Company
in June 2017. Mr. Wang 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. He was promoted
as the Managing Director and Chief Executive of DSB in May 2011
and was re-designated as the Deputy Chief Executive and Alternate
Chief Executive of DSB in August 2017. He is also a Director of Dah
Sing Banking Group Limited (“DSBG”), Banco Comercial de Macau,
S.A. and Dah Sing Bank (China) Limited. Mr. Wang was the Group
Chief Financial and Operating Officer of the Company, DSBG and
DSB until June 2021. 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.
He holds a Bachelor of Social Science degree from The University
of Hong Kong and has over 35 years of experience in financial
management and banking.

Mr. Yuichi Tashita
Alternate Director to Mr. Junji Mori

Mr. Tashita, aged 45, was appointed as an Alternate Director to Mr.
Junji Mori, a Non-Executive Director of the Company, in July 2022. Mr.
Tashita started his career with The Norinchukin Bank (“Norinchukin”)
after his graduation from Nagoya University in 2000. He had assumed
various positions in Norinchukin responsible for treasury, securities
operations and forex functions before his appointment as Senior
Manager of Credit & Alternative Investment Division in July 2014.
He was appointed as Senior Manager of Hong Kong (China)
Representative Office of Norinchukin in June 2015 and Senior Manager
of Project and Asset Finance Division in July 2017. Mr. Tashita took
up the role as Senior Manager of Fixed Income Investment Division in
April 2019 and was appointed as Senior Manager of Markets Division
in April 2021. Mr. Tashita has been appointed as Chief Representative
of Hong Kong (China) Representative Office of Norinchukin since
April 2022, responsible for liaison of investment activities of Norinchukin
in China. He has over 22 years of extensive experience in various
areas in the banking industry.
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SENIOR MANAGEMENT

Mr. Harold Tsu-Hing Wong

Group General Manager

Vice Chairman, Managing Director and Chief Executive of Dah Sing
Bank, Limited

Mr. Wong, aged 53, was appointed as the Group General Manager
of the Company in April 2011. He is currently a Vice Chairman and
the Managing Director and Chief Executive of Dah Sing Bank, Limited
(“DSB”), a key operating subsidiary of the Company. He joined DSB
in 2000 and was appointed as an Executive Director in 2005 and
a Vice Chairman in March 2010. Mr. Wong was appointed as the
Managing Director and Chief Executive of DSB in August 2017. He is
also a Director of Dah Sing Bank (China) Limited, Banco Comercial de
Macau, S.A., Dah Sing Insurance Company (1976) Limited and Macau
Insurance Company Limited. Mr. Wong is currently a member of the
Industry Advisory Committee on Long Term Business established by
the Insurance Authority and a Non-official Member of the Trade and
Industry Advisory Board of the Trade and Industry Department. Mr.
Wong holds a Master of Business Administration degree from Harvard
University, U.S.A. and a Bachelor of Laws (Honours) degree from
King’s College, London, and 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, Dah Sing Banking
Group Limited and DSB.
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SENIOR MANAGEMENT (Continued)

Mr. Nicholas John Mayhew

Executive Director and Deputy Chief Executive of Dah Sing Banking
Group Limited

Executive Director, Deputy Chief Executive and Group Head of
Treasury, Global Markets & Corporate Finance of Dah Sing Bank,
Limited

Mr. Mayhew, aged 55, was appointed as an Executive Director and
the Deputy Chief Executive of Dah Sing Banking Group Limited, a
subsidiary of the Company, in June 2017. He is currently a Director
of Dah Sing Bank, Limited (“DSB”), Dah Sing Insurance Company
(1976) Limited and Macau Insurance Company Limited. Mr. Mayhew
also serves as the Deputy Chief Executive of DSB and Group Head
of Treasury, Global Markets & Corporate Finance of DSB, responsible
for its treasury and corporate finance activities. Mr. Mayhew was an
Executive Director of the Company during the period from August 2004
to May 2017. Mr. Mayhew holds a Bachelor of Arts degree (Hons) (in
Chinese and Economics) from the University of London. He has over
30 years of experience in financial services both in the U.K. and Hong
Kong.
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THEHREE
CHAIRMAN’S STATEMENT

Against the backdrop of weak economic conditions in our major
markets, we reported a decrease in profit attributable to shareholders
of 10% to HK$1,171 million for the year ended 31 December 2022.
Our results for the year were impacted by two large items: a gain on
the termination of our previous insurance distribution agreement and
a larger than usual impairment charge on our investment in Bank
of Chongging following an update to the valuation model to reflect
historical performance of the Mainland banking sector in recent years.
Excluding these two items, our profit attributable to shareholders would
have been HK$1,235 million, a decrease of 6%.

During the year, we saw a material improvement in net interest income,
whilst non-interest income, excluding the gain on the termination of our
previous insurance distribution agreement, was somewhat weaker than
the prior year.

Our insurance business delivered stable underlying performance, with
gross premiums written increasing by 12%, despite continuing difficult
market conditions in Hong Kong and very challenging market conditions
in Macau. Costs and claims were both kept well under control. The
performance of our investment portfolio was weak, and substantially
lower than the prior year, in line with global market conditions.

BANKING BUSINESS

Net interest income grew by 11% during the year due both to the
improved net interest margin and to higher balances of interest earning
assets, despite relatively subdued demand conditions in our core loan
markets, mainly driven by higher balances of securities investments.
The operating profit before impairment charges of our banking business
was substantially higher than the prior year with growth of 61%.
However, much of this increase was driven by the gain on the
termination of our previous insurance distribution agreement. Excluding
this item, operating profit before impairment was up by 2%, and non-
interest income was down by 27% for the year.
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BANKING BUSINESS (Continued)

Loan demand remained weak across most business lines, and our
overall loan balances contracted by 5%. The contraction was driven
mainly by our corporate banking business, with loan balances in that
business line contracting by 9%. Loan balances in our retail banking
business were more stable, and we achieved a 4% growth in average
loan volume in 2022 as compared to 2021. Net interest margin grew by
13 basis points due to our efforts to control our funding cost during the
year, the sharp rise in interest rates during the course of 2022, and asset
yields repricing more quickly than deposit costs.

Excluding the gain on the termination of our previous insurance
distribution agreement, non-interest income was lower overall by 27%,
although performance in various areas diverged. FX-related revenues
were somewhat more robust with stable customer business particularly
through our retail banking network, whilst other wealth management
revenues remained weak due to adverse conditions in most major
markets during the year, combined with the continued lack of new life
insurance products.

Our credit cost increased substantially during the year, with credit
impairment losses increasing by 115% to HK$803 million. A large part
of the increase was reported in our corporate banking business, with
one of the key factors in the weaker credit quality being exposures
to the Mainland China and in particular related real estate sectors.
Whilst our overall exposure to those sectors is relatively modest, the
rapid worsening in business conditions and credit quality led to a
much higher overall credit impairment charge for this business area
during the course of the year. In contrast, credit quality in our retail
banking business was more stable, despite the recessionary economic
conditions in our core markets and the credit impairment charge in this
business recorded only a mild increase.
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BANKING BUSINESS (Continued)

We recorded a modest decrease in our share of the net profit of
our associate, Bank of Chongging, for the year to HK$657 million.
However, due to a reduction in the valuation of this associate company
in our regular year end revaluation, we made a further provision of
HK$1,544 million in the second half after a provision of HK$139 million
in the first half, bringing the total impairment charge for the year to
HK$1,683 million. It should be noted that the provision made relating
to Bank of Chongging is non-cash and does not affect our capital
adequacy.

INSURANCE AND INVESTMENT OPERATIONS

We are pleased to report continued progress in building our non-life
insurance businesses during the course of 2022. Despite the poor
economy in our core markets of Hong Kong and Macau, gross premium
income was up by 12% for the year, and costs and claims were both
kept well under control. The performance of our investment portfolio
was affected by the volatile market conditions. Together, they managed
to generate a small profit in the year. It should be noted that the bulk of
our investment portfolio is accounted for under “Other Comprehensive
Income” and therefore is not captured in our Consolidated Income
Statement. As a whole, the total return of our combined insurance and
group investment portfolios produced a negative 10.6% return for the
year.

CAPITAL AND REGULATION

As at 31 December 2022, the consolidated Common Equity Tier 1 ratio
of Dah Sing Bank, Limited (“DSB”) was 15.2%, 1% higher than the level
of 14.2% at the end of 2021. Taking into account DSB’s outstanding
Tier 2 subordinated debts, DSB’s consolidated capital adequacy level at
the year end was 19.3%, higher than the prior year ratio of 18.1%. We
continued to operate well above the minimum Liquidity Maintenance
Ratio of 25%, reporting an average level of 50.4% during the year.
We believe that our capital and liquidity ratios are maintained at levels
within the market range for both peer banks in Hong Kong, and indeed
for banks internationally.
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BEEMPREE 2 RIS R R STRATEGIC ALLIANCE WITH THE NORINCHUKIN BANK
OF JAPAN

AEER7AMASHEB KRBT REE([ B We were delighted to announce in July that we had formed a strategic
RREE ) ERKMEREERR - alliance with The Norinchukin Bank of Japan (“Norinchukin”).

B RS EREEARNARI%MRME - MEMPR Norinchukin has become a 9.9% shareholder in the Company, and
SECEAFIRITEIINESIERZE - Bk - & Norinchukin and DSB have entered into a Business Cooperation
M REEEARNE M ATBITHEREENR Agreement, pursuant to which Norinchukin and the Company and DSB
mMBEER  BREETRRAES  FE KB will work together to promote (i) the food and agricultural business,
FIOBARMERER « R()EFRNERK including but not limited to the export of Japanese food and agricultural
RITEHER o products to Hong Kong, the PRC and Macau; and (ii) the banking

businesses of both parties in the Greater Bay Area.

RE T RE M RS B R 2022 F
TATHERHZ BT ORITEEAIER
HEREERN

Signing ceremony of the Business
Cooperation Agreement between Dah
Sing Bank and The Norinchukin Bank at
Dah Sing Financial Centre on 7 July 2022
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STRATEGIC ALLIANCE WITH THE NORINCHUKIN BANK
OF JAPAN (Continued)

We would like to extend our most sincere welcome to Norinchukin
both as a shareholder in the Company and as a strategic and business
alliance partner, and look forward to building the relationship further in
the years to come.

FHRESA KBRS AER2022F9 A5A 25
EMh RS ERRET

Visit of Mr. Harold Wong and Mr. Nicholas
Mayhew to the Head Office of The Norinchukin
Bank in Tokyo on 5 September 2022
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CHANGES OF THE BOARD DURING THE YEAR

Mr. Yoshikazu Shimauchi resigned as a Non-Executive Director of
the Company with effect from 28 May 2022 since he left Hong Kong
to take up a new position to be assigned by the Tokyo head office of
MUFG Bank, Ltd (“MUFG”). Mr. Shinkichi Nakamura ceased to act as
an Alternate Director to Mr. Eiichi Yoshikawa with effect from 28 May
2022, following his new assignment within MUFG.

Mr. Eiichi Yoshikawa resigned as a Non-Executive Director of the
Company with effect from 30 June 2022, due to his retirement from
MUFG.

Ms. Mariana Suk-Fun Ngan was appointed as an Independent Non-
Executive Director and a member of the Audit Committee of the
Company with effect from 1 April 2022. Mr. Junji Mori was appointed
as a Non-Executive Director of the Company and Mr. Yuichi Tashita
was appointed as an Alternate Director to Mr. Junji Mori with effect from
7 July 2022.
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CHANGES OF THE BOARD DURING THE YEAR (continued)

The brief biographical details of Ms. Mariana Suk-Fun Ngan, Mr. Junji
Mori and Mr. Yuichi Tashita are set out in the section headed “Directors’
and Senior Management’s Profile” in this Annual Report.

The Board extends its warm welcome to Ms. Mariana Suk-Fun
Ngan, Mr. Junji Mori and Mr. Yuichi Tashita for joining the Board,
and expresses its sincere appreciation to Mr. Eiichi Yoshikawa, Mr.
Yoshikazu Shimauchi and Mr. Shinkichi Nakamura for their valuable
efforts and contributions to the Board during their tenure of service with
the Company.

FUTURE PROSPECTS

At the beginning of 2023, we were starting to become somewhat more
optimistic about the prospects for the year, with the relaxation of COVID
restrictions in Hong Kong, and the full reopening of borders. However,
as we near the end of the first quarter of the year, it is clear that there
are still many uncertainties and much volatility in global markets. The
economic outlook in our core markets of Hong Kong, Macau, and
Mainland China is somewhat better than the prior year, although this is
in part due to a low base effect, particularly in Hong Kong and Macau,
with recessions in both areas last year.

Globally, growth in both the US and Europe is likely to be slow,
although earlier concerns about more severe recessionary conditions
now appear to be reducing. Against this, global markets have been
much more volatile than anticipated, and the global financial system
has recently been tested by the failures of a number of banks in the US
and Europe. Whilst this does not have a direct impact on us, or more
broadly on our peer banks in Asia, it is clear that the current level of
volatility and concerns over banking stability in other markets poses
additional challenges for banks around the world. That said, Hong
Kong, our core market, remains stable, with strong regulation and
generally high levels of bank capital and liquidity. We expect that to
remain the case.
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FUTURE PROSPECTS (Continued)

With the higher levels of uncertainty and volatility in the markets, we are
cautious on our business operations. We also note continuing caution
from many of our customers, despite the somewhat better economic
conditions. This means that whilst we expect to make some progress in
developing and growing our core businesses during the course of the
year, we do not expect at this stage that the progress will be rapid.

On a more positive note, we expect that our Shenzhen branch will
become fully operational during the course of the year, making us the
first non-Mainland China banking group to operate both a branch and
a subsidiary in the Mainland. This will make it easier for us to serve our
customers, and we hope that it will also help us to expand our cross
boundary business, particularly in the Greater Bay Area.

We continue to target growth in our general insurance operations,
both in Hong Kong and Macau. A number of new business initiatives
are underway, with the objectives to attract new partnerships and
customers, to make more effective use of technology to serve our
customers better, and to keep our cost base under close control. Our
underwriting risk is concentrated in our core markets, and we have
increased our underwriting capabilities to be able to cope with the
anticipated higher volumes of business.

Looking forward, we expect the new partnership that we announced
with Sun Life in January to become fully operational in the second half
of the year. This will enable us to resume service to our customers in
the life insurance segment, and we believe that this is very important
in helping to serve our customers with a range of financial services
products throughout different stages in their lives.

| also particularly want to recognize the efforts of our staff and
management team over the past few years in keeping our business
running smoothly during a period of many challenges. This has been
no small task and has required much dedication and flexibility from
my colleagues in all of our different businesses and locations. Whilst
economic conditions in our core markets have stabilized, it is clear that
many challenges remain.
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FUTURE PROSPECTS (Continued)

Our capital adequacy and liquidity both remain robust, enabling us not
only to meet the challenges of a difficult business environment, but
also to position us for growth should market conditions allow. Liquidity
conditions domestically in Hong Kong, and our funding base, mainly
comprising domestic Hong Kong deposits, have stayed strong even
through the recent challenging times, and we expect that to continue.

Whilst it is clear that there are many uncertainties in the near term, we
believe that over the longer term economic and business conditions will
recover, and we are ready and most willing to take advantage of any
improvement to accelerate the growth of our business over the medium
and longer term.

Finally, | would like to thank my fellow directors for their valuable
contribution and extend, on behalf of the Board, our appreciation to
all of our colleagues for their hard work and dedication over the past
year, and also our appreciation of the support from our customers and
shareholders.

David Shou-Yeh Wong
Chairman

Hong Kong, 31 March 2023
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FINANCIAL HIGHLIGHTS

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

20224 20214 28
2022 2021 Variance
BEBIT HK$ Million
HBREERERBR Z L85 Operating profit before credit 3,829.5 2,470.8 55.0%
impairment losses
MR EERERBR 2 EERT Operating profit after credit 3,025.4 2,098.5 44.2%
impairment losses
R A% Bl 4 A Profit before taxation 1,964.5 2,057.7 -4.5%
% B FEAG S Profit attributable to shareholders 1,171.4 1,308.4 -10.5%
BEAGT Total assets 259,847 256,531 1.3%
aEaE Total liabilities 222,692 218,705 1.8%
RERE S Shareholders’ funds 29,520 30,192 -2.2%
SFFBUMAEERA Net interest income/operating income 63.3% 69.7%
AU A B 2R Cost to income ratio 45.3% 56.5%
B el R FINANCIAL REVIEW

B L E 2021 F 15 £6.4% 1% » FR2022F UL 4E
3.5% ° FR = {8 242 14 B 27 55 2 (Omicron) & & &Y
LI SFEIAROIZIE - BEURIFE bRk
FEHEUCER - BN T 20224 A Ef o B R R A
EEEE) - MINBRKAZ B 2B F RS A (LE
REER)RPBEAMAERIBHER

202245 - EEAmBE ORFE T #13.9% © *
THAYPEANMNEOTE - MEEME At
&) O IREF R ARAE + 3200 T PR SRR Hh AR BUR
e Rae R B LRSI R RRE o

The Hong Kong economy shrank by 3.5% in 2022 after an increase of
6.4% in 2021. The sharp rise in COVID cases due to the emergence
of the highly transmissible Omicron variant led to a tightening of social
distancing measures, which for most of 2022 dampened domestic
economic activity, while external demand was weighed down by a
sharp increase in interest rates globally (especially in the US) and a
softening economy in Mainland China.

Total exports of goods reduced by 13.9% year-on-year in real terms in
2022, driven mainly by a decline in exports to Mainland China, while
those to other destinations also slowed toward the end of the year,
adding to the supply-chain issues arising from geopolitical conflicts and
elevated energy prices.
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FINANCIAL REVIEW (Continued)

Private consumption expenditure gradually improved after a sharp
contraction in the first quarter, ending the year 1.1% lower than 2021 in
real terms. The local unemployment rate fell to 3.5% by the end of the
year, down from the April 2022 peak of 5.4%.

Business sentiment was broadly weak as Hong Kong maintained strict
COVID restrictions, and capital investments also slowed over worries
of surging interest rates. The Prime Rate of licensed banks in Hong
Kong went up for the first time since 2019 as short-term LIBOR and
HIBOR increased to the highest levels since 2007 amidst continued
policy tightening by the US Federal Reserve, which lifted interest rates
by 425 basis points in 2022 to control inflation. With price pressures
gradually easing toward the end of the year, the Federal Reserve has
moderated its pace of interest rate increases. The rapid increase in
interest rates has however weighed on major economies and increased
the probability of economic slowdown or recession in 2023.

After a strong rebound in 2021, economic activities in Mainland China
moderated in part due to strict COVID quarantine requirements and
also a general slowing of the local property market, amongst others.
Mainland China reported GDP growth of 3.0% in 2022.

Amid the difficult market conditions, our profit attributable to
shareholders in 2022 decreased 10.5% to HK$1,171.4 million, mainly
due to our insurance and investment operations which generated lower
net profit and lower total comprehensive income in the year compared
with 2021, and the moderated performance of our banking group from
additional impairment charge on our investment in an associate following
an update to the valuation model to reflect historical performance of
the Mainland banking sector in recent years. This was partly offset by
the one-off recognition of unamortised fee arising from the termination
of the Hong Kong Distribution Agreement (“HKDA”) with Tahoe Life
Insurance Company Limited (“Tahoe Life”). Excluding these two items,
the normalised profit for 2022 would have been HK$1,235.4 million,
a decrease of 5.6%.
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RITHEH BANKING BUSINESS
20224 20214 23
2022 2021 Variance
FEE Net interest margin 1.85% 1.72%
AEET HK$ Million
BEWA Operating income 6,826.3 5,384.2 26.8%
HREEREEBER < 2& R Operating profit before credit 3,810.3 2,363.0 61.2%
impairment losses
HEREEREBRER 2 &R Operating profit after credit 3,007.2 1,989.7 51.1%
impairment losses
R A% Bl 4a A Profit before taxation 1,970.0 1,965.7 0.2%
FEEF Profit for the year 1,608.8 1,657.6 -2.9%
TEEREEQNRIREREZ Profit attributable to shareholders 2,635.1 1,716.8 53.5%
Fm A MR ERE R EE excluding the share of net profit from
A% R A 5 T and impairment and loss on dilution
on investment in an associate
BTEER Advances to customers 136,530 144,313 -5.4%
EFEGER Customers’ deposits 199,792 196,135 1.9%
BE TR RE Certificates of deposit issued 4,229 6,590 -35.8%
FHAs Total deposits 204,021 202,725 6.4%
BIEE® Subordinated notes 3,801 4,128 -7.9%
BER(TBEREESER) EHFX Loan (excluding trade bills) to deposit 66.9% 71.2%
(BIEEBITHIF G ) L (including certificates of deposit
issued) ratio
FRASEU A LR Cost to income ratio 44.2% 56.1%
BEE2022F Ak & BB TR R 55 © AFTIRT T E With weaker local and international market conditions in 2022, Dah
BRAF(RIRITEE ) 8115 2 IR FE(L 5 F) Sing Banking Group Limited (“DSBG”) reported a decrease in profit
T F£2.9% o &8 U A 82021 F 1 1N126.8% - * attributable to shareholders by 2.9%. Operating income was 26.8%
ZHRFRFEERBEAREERZXRRES © 8 higher than 2021, mainly driven by higher net interest income from
FEFSWA EH o F RIS E RS U AKIEE N a wider net interest margin mainly and higher asset yields during the
87.8% ' JIHAR — R EREK IFEFRASE] year. Net fee and commission income increased significantly by 87.8%,
SNHBEBDHEE TRREHEBRME - FA attributable to the one-off recognition of unamortised fee arising from
HREBRITAZERFEEBGHRITAERFREHE the termination of the HKDA with Tahoe Life. Net trading income
BRAFRE BHESEHAIL A FEE dropped in the year due to higher funding swap cost, in response to a
L ONINR narrowing HIBOR/LIBOR rate differential when compared with the prior
year.
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BANKING BUSINESS (Continued)

Operating expenses decreased slightly by 0.2% due to the reversal
of operating expenses accruals, partly offset by wage increases,
continued investments and higher spending on IT related projects.
Credit impairment charges increased by 115.1% year-on-year, with a
significant increase in provisions for credit losses on our exposures
to the China property developer sector, as well as somewhat weaker
credit conditions overall.

During the year, an additional impairment charge on our investment
in an associate was made predominantly due to the application of a
revised set of inputs.

Our businesses in Macau and China delivered weaker results due
primarily to the higher credit impairment charges and business
disruption from city lockdowns and strict zero-COVID policies in force
during the year.

DSBG'’s return on shareholders’ funds decreased from 5.7% in 2021 to
5.4% in 2022. Cost to income ratio decreased from 56.1% in 2021 to
44.2% in 2022.

As at 31 December 2022, the consolidated Common Equity Tier 1 ratio
of Dah Sing Bank, Limited (“DSB”) strengthened to 15.2%, 1% higher
than the level of 14.2% at the end of 2021. Taking into account DSB’s
outstanding Tier 2 subordinated debts, DSB’s consolidated capital
adequacy level at the year end was 19.3%, higher than the prior year
of 18.1%. Our banking business continued to operate well above the
minimum Liquidity Maintenance Ratio of 25%, reporting an average
level of 50.4% during the year. We believe that our capital and liquidity
ratios are maintained at levels within the market range for both peer
banks in Hong Kong, and indeed for banks internationally.
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REVIEW OF OPERATIONS

HIGHLIGHT OF BUSINESS PERFORMANCE

Personal Banking

The momentum from our Personal Banking business was maintained
in 2022, despite the continued business and economic disruptions
from the COVID pandemic, interest hikes, high inflation and global
geopolitical tension. We focused on strengthening our customer
franchise with priority on enhancing our value proposition and improving
overall customer experience.

Overall deposits grew mildly in 2022, as we continued to expand our
target customer base and deepen existing customer relationships. Our
deposit strategy was underpinned by our segment-based strategy to
grow our business portfolio. The customer base of our VIP Banking
sector achieved double-digit growth, while we also made good progress
in growing our Retail SME segments, through strategic expansion of
SME banking centres and improvement in account opening efficiency.

FRERIE N BED TR ERSP D ERITRORESH
PR HMOEARTIEERTZER NEEBHTERGET
RIFER -

Our Personal Banking Division made good progress in growing
our Retail SME segments through the strategic expansion
of SME banking centres across our branch network and
improvement in our account opening efficiency.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Personal Banking (Continued)

During the year, we upheld our market share in personal loans
with active promotions and collaborations with various social media
platforms to increase market awareness. Distribution via digital
platforms showed satisfactory growth, with the launch of our straight-
through processing credit card application and ‘Happy Instaliments’
credit facility for retail purchases on our e-Banking and Mobile banking
platforms. As a result, personal loans outstanding modestly rose by 3%
compared to the end of 2021. In addition, the adoption of a dual scores
system and the introduction of fraud alert solutions facilitated credit
approvals, while subsequent credit monitoring, including having proper
regard of regulatory standards and sound credit control requirement,
further strengthened our asset quality.

The impact of the COVID pandemic was most apparent on our credit
card business, with private consumption significantly constrained
particularly in the retail and tourism sectors. Nevertheless, we continued
to drive our card acquisitions while increasing credit card balances
through a diverse range of usage programs.

Wealth management remained a core focus, despite the weak
investment market sentiment. We actively grew our VIP Banking
customer base by offering a range of diversified products, and achieved
double digit growth in the customer foreign exchange trading business.

HPIPR2022 F BRI IEABREFE - &
#1 VIP SRITIVE P BB E RS BUE R -
We continued to focus on expanding our
target customer base, with the number
of new VIP Banking customers achieving
double-digit growth in 2022.

a——
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EIEI -
REVIEW OF OPERATIONS

HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Personal Banking (Continued)

We continued to make efforts by cross selling our Private Banking
business to our Corporate Banking customers through an enhanced
personalised service model and customised our offerings to meet
customers’ needs.

Our journey of digital transformation continued, with the launch of
various digital initiatives. The e-Banking platform was revamped. A
product recommendation engine was introduced with an algorithmic
technology to mine customer insights, resulting in offering more relevant
products and services to customers. Digitalisation was pivotal in the
enhancement of our Omni-Channel distribution model, as the launch
of the Video banking services equipped our call centres and selected
branches with conferencing and co-browsing capabilities to conduct
remote sales. By the end of 2022, our digital transactions had surged
by 46% year-on-year.

We successfully completed the digitalisation of customer processes
across our branch network in 2022. By achieving a ‘paperless’ banking
process, simplicity in customer transactions enabled our staff the
opportunity to further understand customer needs and provide attentive
services with relevant products.

DSB will continue to allocate resources to upgrade and relocate
our branches to improve customer services and to achieve greater
operational efficiency. As of the end of December 2022, we had a
network of 41 retail branches in Hong Kong, within which there were 27
VIP Banking centres and 11 SME centres.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Personal Banking (Continued)

There had been continued adverse publicity relating to Tahoe Life, its
intermediate/ultimate holding companies, related companies and/or
controllers over more than the past 2 years. In addition, Tahoe Life had
ceased underwriting all new business since 8 February 2021, with sales
suspended indefinitely. Following these developments and changes
related to Tahoe Life, DSB terminated the HKDA with Tahoe Life on
8 July 2022. Prior to the termination of the HKDA, the upfront and
deferred payments thereof made to DSB, which are non-refundable,
were accounted for as deferred income and amortised to income over
the contract term. Following the termination of the HKDA, the remaining
unamortised part of the upfront and deferred payments received,
totalling HK$1,394 million, was no longer amortised, and instead has
been recognised as a one-time fee and commission income in 2022,
which had significantly boosted Personnel Banking business’s 2022
operating income and net profit.

The suspension of underwriting new business by Tahoe Life since
February 2021 has limited the ability of DSB to meet the needs of its
retail customers, as the whole range of life insurance products of Tahoe
Life has become unavailable. After the HKDA was terminated, the
Group has taken action to reinforce its focus and strategy relating to
bancassurance business, including the identification of an appropriate
partner with a view to entering into new business arrangement in this
area.

Corporate Banking

Our Corporate Banking business continued to focus on implementing
customer account strategy across a range of existing and targeted
customer segments as part of the execution for our Medium Term
Strategy Il (“MTS 11I”), aiming to provide diverse corporate banking
products and services to our customers.

The difficult operating environment caused by the COVID pandemic
affected the business performance of corporate and SME customers,
resulting in a very lacklustre loan market throughout 2022. We
remain focused on preserving the credit quality of the loan portfolio
with selective cases of rundown while continuing to onboard quality
customers. On an overall basis, given the sluggish environment, our
business reported a net decrease in loan balances, with shortfalls
mainly in trade finance and term loans which were partially offset by an
increase in syndicated loans.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)

Corporate Banking (Continued)

Net interest income was slightly lower than the prior year, due mainly
to the contraction in loan volume partially offset by an improved deposit
margin. The deposits from corporate customers were stable, providing
funding for our assets while prudently managing our liquidity. Non-
interest income was below the prior year, mainly driven by lower loan
fees but partly compensated by higher foreign exchange and insurance
related revenue.

Loan impairment charges were substantially higher in the year, with
higher provision made largely against exposures to the Mainland real
estate sector. We will continue to closely monitor the credit quality of
our loan portfolio.

We continued to collaborate with DSB China. Through providing
onshore account opening witness services, corporate customers in
China are able to open Hong Kong bank accounts in China without
travelling across the border. This provided opportunities to establish
effective banking relationships, while offering convenience to corporate
customers in China during the closed border period between Hong
Kong and the Mainland. Furthermore, DSB became the first foreign
bank to receive dual operating licenses to establish a new Shenzhen
branch in addition to its DSB China operations, which is intended to
facilitate the corporate banking business in both Hong Kong and China.

Investment in digital solutions and upgrading our digital banking
platform, DS-Direct, remained a priority. Our focus on improving product
capabilities in Transaction Banking and the digital channel allowed us
to deliver enhancement in customer experience. In addition, further
streamlining of our internal processes improved efficiency and service
quality, which is aligned with our pursuit in delivering better and more
intimate services to our customers.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)

Corporate Banking (Continued)

Notwithstanding the challenging operating environment, we continue to
lay the ground work for building a stronger corporate banking business
by onboarding quality clients and focusing on customer centricity.

RIFITEBI0FRER BB AP AR
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DSB has been awarded the “Best SME’s
Partner Award”, organized by The Hong
Kong General Chamber of Small and Medium
Business, for 10 consecutive years and won
the Gold Award this year in recognition of our
support and contributions provided to SMEs.
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Treasury

Our Treasury and Global Markets division reported higher profit in
2022, with an increase in attributable profit of 19% to HK$598 million.
With interest rates rising during the year, and with a more rapid
pace of investment, mainly in high grade bonds, net interest income
grew by 23% to HK$918 million for the year, with net interest margin
increasing from 0.94% to 1.03%. Average interest earning assets grew
by 11% to HK$88.7 billion.

Trading conditions remained difficult, and at times a relatively
substantial gap between HKD and USD interest rates contributed to
a higher net cost in our funding swap activities. Our overall trading
income, therefore, was somewhat lower than the prior year.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)

Treasury (Continued)

Our marketing and sales performance was satisfactory despite
difficult market conditions during the year, and revenues were up by
HK$14.3 million to HK$100.1 million. Pressure on operating expenses
was subdued in part due to the weaker market conditions overall, with
overall operating expenses remaining at a level similar to last year. Our
credit impairment charge, on the expected credit loss methodology,
increased to HK$36.4 million, a substantial increase over the
HK$15.5 million reported for the prior year, driven by the higher credit
investment portfolio. However, underlying credit quality remained good,
with an average rating of A-, and with no defaults or actual credit loss
experienced in the Treasury portfolios during the year.

Liquidity was prudently managed with the average Liquidity
Maintenance Ratio for the year being maintained at 50%, slightly higher
than the 47% in the prior year. We maintained our high quality liquid
assets portfolio and managed the cash flow of DSB in a conservative
manner given the overall challenging operating environment and
uncertainties faced during the course of the year.

Banco Comercial de Macau

2022 was by far the most challenging year for the Macau economy
since the COVID pandemic broke out. Both the Central Government of
China and the Macau SAR Government adopted a ‘zero-COVID’ policy,
and throughout the year, there had been continual COVID outbreaks
in different cities in the Mainland and in Macau, which affected local
economic activities significantly given the high dependency on gaming
and tourism. In particular, the sudden COVID outbreak in Macau
between June and July had led to an extensive city-wide lockdown,
causing the majority of its social and economic activities to be
temporarily halted. More recently, the Macau Government announced
in late November that the city would co-exist with the virus in line with
the Mainland, shortly after which the number of COVID infections in the
local community had surged dramatically in December, leading once
again to a severe disruption of economic activities.

As a result, Macau’s major economic indicators such as gross gaming

revenue, visitor arrivals, unemployment rates and the volume of
property transactions all substantially declined on a year-on-year basis.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)

Banco Comercial de Macau (Continued)

Under such circumstances, our subsidiary bank in Macau, Banco
Comercial de Macau (“BCM”), registered a slight decrease of 2.4% in
its loan balance, driven by weak loan demand and a deteriorating credit
environment. In anticipation of the interest rate increases, BCM led
the local market and launched various deposit campaigns, capturing a
substantial amount of customer deposits which grew by 15.1% year-
on-year, outperforming the market substantially, which recorded a
reduction in 2022. This enabled BCM to repay a significant portion of
expensive public funds and certificates of deposit previously issued to
manage down the deposit cost, and allocate more funds to increase its
treasury investment portfolio to help improve its interest income.

Benefiting from the increase in Prime Rates since September 2022 and
the rising yield from an enlarged treasury portfolio, net interest income
improved by 4.9% compared to 2021. In contrast, non-interest income
dropped by 27.2% year-on-year, driven by the weak fee based income
especially lower credit card fees and net trading result. Operating
expenses grew modestly in the year. The loan impairment charges,
however, increased substantially mainly attributable to the additional
provisions made against the exposure to a China property developer
customer group, and other local non-performing loans.

Notably, the success of various business campaigns assisted BCM
to onboard a significant number of new-to-bank customers and VIP
Banking customers, placing BCM in a stronger position to capture future
business opportunities once the local economy begins to recover.

In terms of non-financial achievements, BCM has applied a variety
of initiatives to enhance its operational excellence. Prior to the
local COVID outbreak in June, BCM had conducted an in-advance
preparation for ‘Business Contingency’ in March; thus, was able to
smoothly navigate through the lockdown periods of June and July,
and also the business disruptions in December. With regard to branch
optimisation, its NAPE branch was renovated and re-opened in May,
while Patane branch was converted into a self-service centre in June.
Furthermore, a Streamlining Task Force, initially formed in September
2021, continued its effort to further improve operational efficiency.



E3EI)]
REVIEW OF OPERATIONS
EBRREBEm HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
PR R RIT (0 Banco Comercial de Macau (Continued)
XA R B —E R o B ERRER IR R — B - P Culture was another key focus. Aligning with MTS Ill, BCM continued
R EIRITRBE TN 2021 FRBHI LR AR R the implementation of its Customer Centricity initiatives which began
B FRERARN BTABRBEIREIR in 2021, introducing new initiatives such as experience exchanges,
PENSRE  BXEIM  BEPRBEER - staff orientations and staff recognitions throughout the year, resulting

in positive reception from staff and sound responses in customer
satisfaction.

BCM#: 7 E AT FE A #2022
BCM Cup Kids Street Dance
Competition 2022
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Dah Sing Bank (China)

Mainland economic performances was subdued throughout 2022. City
wide lock-downs restricted movements and vastly hindered business
performance in the country, especially in manufacturing, logistics and
consumption. Furthermore, geopolitical tensions continued to impact
the progression of globalisation which had previously benefited foreign
direct investment, trade and economic growth. There was a general
slowdown in the Chinese real estate market volatility, which brought
heightened credit and market risk. Our cross border banking business
also suffered due to the closure of the Hong Kong — Mainland borders
and interest rate increases in the second half of the year, contributing
to the difficulties in operating conditions. Despite these difficulties,
DSB China still maintained a robust level of capital, forming a concrete
foundation to capture more business opportunities during the economic
recovery in 2023.

To ensure daily services to remain fully operational, DSB China
executed a business continuity plan — mitigating disturbances caused
by the unprecedented city lockdowns and the alarming surge of COVID
cases in 2022. This plan demonstrated its effectiveness, as services
continued throughout the disruptions while liquidity risk was well
managed.

RFTIRIT (R B 2 BRI TR R 2T by
HRTTARTS ©

DSB China provides WeChat banking to offer
convenient and diversified banking service.

T
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HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
Dah Sing Bank (China) (Continued)

Despite the Central Bank’s easing of monetary policy, DSB China’s
net interest margin was maintained at 1.8%, close to the prior year
level in 2021. However, loan and deposit balances reduced due to
difficult market conditions and intensified competition. This resulted in
the bank’s operating profit reducing compared to 2021, even though
operating expenses were well controlled. Furthermore, high credit risk
became more noticeable in the second and third quarters of 2022, as
demand for property declined substantially due to the effects of tighter
real estate policies imposed in 2021, which weakened a number of
domestic real estate developers. Tighter cash flow and weaker business
conditions in a number of industries led to their weaker asset quality in
the year, resulting in the bank’s increasing non-performing loans, and
thus, higher credit impairment costs, even though DSB China remained
vigilant in credit underwriting and customer admission.

In executing the Group’s MTS Ill, DSB China proactively supported
its parent bank to re-establish the Shenzhen Branch. Dah Sing Bank
is privileged to be the first Hong Kong incorporated bank to obtain a
successful dual banking licence. This provides an important foundation
for future growth in both Hong Kong and the Mainland, especially the
Greater Bay Area (“GBA”).

DSB China continues to operate in 6 major cities in China, with a
network comprising of Shenzhen Headquarters, branches in Shanghai,
Nanchang, Zhenjiang, Guangzhou with sub-branches in Foshan and
Shenzhen Qianhai, offering a wide range of commercial and retail bank
lending, deposits and related banking services to customers in China,
specifically to customers in GBA cross-border banking needs.
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HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
Bank of Chongqing

BOCQ delivered improvements in both business performance and
financial results in 2022, with its profit attributable to shareholders up
by 4.4%. Loan and deposits grew 10.9% and 13.0% respectively. It
recorded higher operating income, which was a result of improvement
in the local operating conditions and the bank’s operating performance.
Its non-performing loan ratio and non-performing loan coverage ratio at
the end of 2022 were 1.38% and 211% respectively, compared to 1.30%
and 274% at the end of 2021.

BOCQ successfully issued A-share convertible corporate bonds in
March 2022 and undated capital bonds in December 2022 with gross
proceeds of RMB13 billion and RMB4.5 billion respectively, which
helped strengthen its capital base.

Our share of BOCQ net profit continued to be recognised on the equity
accounting basis, which amounted to HK$657 million in 2022. Due
to a further lowering in the Value in Use of our investment in BOCQ
assessed in June and also at the end of 2022, a total impairment charge
of HK$1,683 million was recognised in our 2022 consolidated results,
compared with HK$726 million in 2021. The higher impairment charge
in 2022 was predominantly due to an update to the valuation model to
reflect historical performance of the Mainland banking sector in recent
years.

With the impairment charge in the year higher than our share of BOCQ
net profit recorded in 2022 and a higher exchange loss arising from
devaluation of RMB in the year, we recognised an overall negative
contribution in the year from our investment in BOCQ. The carrying
value of our investment in BOCQ, net of the total impairment allowance,
decreased to HK$2,159 million as at 31 December 2022, compared
with HK$4,231 million as at 31 December 2021.
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INSURANCE BUSINESS

The Group’s insurance business is focused on general insurance,
which is operated by our subsidiaries Dah Sing Insurance Company
(1976) Limited (“DSI”) in Hong Kong, and Macau Insurance Company
Limited (“MIC”) in Macau. MIC also has a subsidiary, Macau Pension
Fund Management Company Limited (“MPFM”), which operates a local
pension fund business in Macau.

The following provides a summary of the profit and loss of our
general insurance business, including the results of the pension fund
management business in Macau:

20225 20214
BEAT HK$ Million 2022 2021
FRE R E MU A Net insurance premium and 484 500
(PRERBEERASKA) other income including fee and

commission income
R RE R 58 Net insurance claims and expenses (338) (857)
& AR A Investment and related income
FLESA Interest income 22
FEE(ER), W Net trading (loss)/gain (29) 5
BEYE 2 NFEREF ()W Net (loss)/gain on fair value 4)

adjustment on investment

properties
Hih & B A Other operating income 36 68
/NEt Sub total 25 79
BB ST R AR Operating expenses and other costs (141) (145)
R PTS T A A Profit before income tax 30 77
FRfS R Income tax expense (16) (12)
T ) Net profit 14 65
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INSURANCE BUSINESS (Continued)

With higher levels of capital and a very high solvency ratio, our general
insurance business has steadily expanded the volume of business
underwritten in the past few years, in line with its medium term strategy.

In 2022, affected by the COVID pandemic, commercial and economic
activities remained subdued. Our insurance business gross premiums
written recorded a 12% year-on-year increase in the year, while net
premium earned recorded a mild decline. These were the result of our
conscious business decisions to be more selective and cautious in
underwriting, while competing more actively in some product lines and
customer accounts amidst the changes in the market environment,
balancing business drive to deliver growth, risk and underwriting
profitability.

Insurance claims decreased partly as a result of better risk selection
and changes in business mix. We did not record any meaningful claims
directly caused by the COVID pandemic, either in 2022 or 2021.

In building up the business scale and enhancing the functional
capabilities of our general insurance business, we incurred higher
staffing and marketing costs, but continued to invest in our IT platform
and systems to improve operational efficiency, product offering
and services to customers. The operating expenses of our general
insurance business decreased by 3% in the year.

To mitigate against large earnings variability arising from valuation
changes in the investment portfolios of our general insurance
subsidiaries, a large proportion of the equity investments held
were carried at the fair value through other comprehensive income
accounting classification. We recorded an overall investment loss
of HK$393 million in 2022, most of which was recognised as other
comprehensive loss, in the investment portfolios of our general
business, which largely correlated with the market performance.
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INSURANCE BUSINESS (Continued)

The following provides a summary of the net asset value of our general
insurance business and the respective solvency ratios of DSI and MIC

FRE L RBE at the end of 2022 and 2021:

20224 20214
BEAT HK$ Million 2022 2021
AEFE Net asset value 3,013 3,328
RETREg 2 BIIse L= Solvency ratio of DSI 1,549% 1,327%
SRR 2 BT Be LR Solvency ratio of MIC 1,167% 1,205%

AEE-RERREBNEEFELBEMFRY
BRE  RNEATHKI% - BEAREETHRITE
BFIGES - 2022 F N B R E MR AN EE —RIR
BREBEREEFETRNEREE -

RFTIRMR KR PR B 0 (8 BE 77 L RN N A B
RIFEY) - FZEWE LR AT EEERE KR
RSEBIER - RSFNEMRRR S EAZH
EHRE > WHEFHRBENEARES -

The net asset value of our general insurance business dropped 9% in
the year, following the steady increase in the prior two years. Despite
the continuing profitability generated from the underwriting results,
the negative investment return during 2022 was a key contributor
decreasing the overall net asset value of our general insurance
business.

The solvency ratio of DSI and MIC continued to be strong in the year,
which allow these subsidiaries to continue business growth in Hong
Kong and Macau, while in pursuit of additional risk-justified business
initiatives and maintaining solid capital strength.

HE2EAREE ‘%E’JFEF%%&EPTAJ 1202 RF R Bz
IaET200hEME - WEEH meﬁﬁ/\@@E\ :
HEEREDZEHHSLE

By participating in Food Grace’s programme, 12 volunteers
of DSI packed 200 gift bags and donated all to the member
of Wecarebill sharing the festive love and care with
underprivileged families.
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R B A () INSURANCE BUSINESS (Continued)
RIRBERIZ RIEH RS - FBE SR DSl operated under a multi-channel distribution strategy to serve the
Zl-‘ﬂ’ﬂ&lﬁ%%& P SEAE TEJ?& MO EERE R insurance needs of customer segments, by offering a wide spectrum
ft/\f’ﬁfﬁ% R T % LB AR of commercial and personal insurance products through cultivating
e R R P RBAREER K o KRR new business opportunities and deepening relationships with affinity
WTxéE"%(ﬁ%ﬂ: g EM EFE - BRITE partners, local and international brokers and agents. DSI also
REHELEZGHEP REBEIERHIBEERES invested in digitalisation, to enhance its online platforms to provide
& BaRLillEENENRES  BEEHERR direct support for customers and business partners performing 24/7
BIE - KETRBR EA2022$1)}EIE25°/0E/]L&A:{:‘ online transactions. As a result of these improvements in operational
o efficiency, DSI achieved a 25% growth in the topline during 2022,

despite a challenging business environment.

RIRBRREHAWI LA EHD
[ KERRBEA 2022 BB — HET
ERREE] -

DSI was awarded “Outstanding
Commercial Insurance Award” in
“GBA Insurance Award 2022
(Hong Kong Region)” organised by

RERBITBRRREREELFEIZEERERT
— BIFAE G R RS R e -

Mr. Terence Leung, Chief Executive Officer of
DSI, attended the award ceremony of Product &
Service Innovation by Bloomberg BusinessWeek.

I —

R2022%F - KFTREE B NBREH B RERE With DSI’s very strong solvency position, DSI’s A.M. Best Financial
71 BEK(AM. Besty BEETIA-|(EZ) B Strength Rating of “A-" (Excellent) and a Long-Term Issuer Credit
BENTE KA I RHETAGETR  FTHREE Rating of “A-" were reaffirmed in 2022, with a stable rating outlook.
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INSURANCE BUSINESS (Continued)

In 2022, our Macau general insurance and pension fund operations
were impacted by the economic recession and city lockdowns, leading
to a contraction of premium turnovers and subsequently affecting both
operating and investment performance, which were below targets in
2022.

During the year, MIC actively partnered with BCM to cross-sell
insurance products to its commercial and personal banking clients,
while fostering close relationships with and capturing business referrals
from leading local brokers and agents. MIC also strategically focused
on broadening the retention premium base and targeting growth within
the private vehicle sector to achieve balance between underwriting and
float accumulation.

MIC continued with its digital transformation initiatives, under the
supervision of a devoted taskforce elevating its online platforms to a
more mobile-friendly and responsive design. B2B/B2C platforms of
e-Sales/e-Policy/e-Renewal facilities offered a 24/7 self-access service,
which optimised processing efficiency and enhanced client experiences.
Gross premiums through agency channels achieved an 18% year-on-
year growth despite the recessionary environment.

The volume of claims increased, specifically for motor insurance and
employee compensation insurance. Both the volume of traffic and
business activities began to resume after the citywide lockdown was
over, and the social distancing restrictions gradually relaxed in the
later part of 2022. MIC was able to keep claims under control, through
disciplined underwriting and proactive claims management, maintaining
a healthy combined ratio of 91%, despite pressures from both sales
and claims in 2022.

With MIC’s strong solvency ratio, its “A-" (Excellent) Financial Strength
Rating and Long-Term Issuer Credit Rating of “A-” were reaffirmed by
A.M. Best during the year.

MPFM’s pension management business remained relatively stable,
amid the subdued business pace and economic recession. The net
profit fell 17%, which was short of target, caused by contraction in Assets
Under Management of 7% in 2022, on weaker investment markets, and
therefore lower performance fees. Nonetheless, MPFM will continue
to invest in digital online functionalities and infrastructures for better
customer experience.
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RISK MANAGEMENT

Risk limits or tolerances are set for the major risks inherent in the
Group’s operations, including both quantifiable risks such as credit
risk, market risk, liquidity risk and interest rate risk, as well as less-
quantifiable risks, which include operational risk and reputation risk.
These limits and tolerances are monitored regularly by management
and reported to the Board level Risk Management and Compliance
Committee to achieve proper risk governance and oversight.

Global markets and economies encountered strong headwinds in 2022,
due to the outbreak of the 5th wave COVID pandemic and heightened
geo-political risks from Russia and Ukraine. These resulted in supply
chain disruptions, including on oil supplies. In addition, there was
a relatively rapid increase in interest rates and falling asset values
in a number of markets, reduced loan and investment demand and
weakening repayment ability. More importantly, concerns regarding
the credit quality of certain Mainland property developers materialised
during the year. Therefore, to manage the risk exposures, particularly
those in the credit and market risk areas, the Group conducted
various reviews and took necessary actions to manage the potential
financial impact on the Group arising from such risks. Cautious credit
management and investment management were adopted throughout
the year, in response to the challenging market and weak credit
demand.

Since the implementation of the accounting standard HKFRS 9 starting
1 January 2018, the Group has implemented a set of Expected Credit
Loss (“ECL”) models and other tools to assess the amount of the
impairment provisions required for the credit portfolios, taking into
account macroeconomic factors, risk characteristics of portfolios, as
well as forward-looking elements during the ECL calculation process.
Regular reviews were conducted to assess the possible developments
in the macroeconomic environment, with updated situations of
borrowers that have experienced deterioration in credit performance
or may expect weaker credit quality. This ensured that major issues
which could affect credit losses in the future are properly and fairly
evaluated, with appropriate regard to the forward-looking assessment
and reasonable provisions for ECL being maintained.
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REVIEW OF OPERATIONS

RISK MANAGEMENT (Continued)

The Group also continued to strengthen its internal controls during the
year with the establishment of a dedicated control officer function in the
major divisions. These dedicated control officers work closely with the
control functions of the Group, to ensure that adequate and effective
internal controls are in place for daily operations of respective divisions
to comply with internal control requirements of the Group as well as
regulatory guidance. End-to-end process reviews had been conducted
to identify areas for control enhancements, and work on areas for
further improvements.

Moreover, the Group, based on the framework developed in prior
years, continued to develop its climate risk management capabilities by
supporting green and sustainable banking initiatives. During 2022, an
internal training program was launched, with the first training module
focusing on enhancing staff general awareness on climate risk, as
well as green and sustainable banking. Addition of modules will be
implemented in the coming year, with the objectives to further increase
employee awareness and understanding within these initiatives.
Furthermore, internal guidance is under development to set the Group’s
standards on green and sustainable financing, taking into consideration
developments in global benchmarks and local market practices, which
will help facilitate our product development in future.
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EXRARBDES CAPITAL AND LIQUIDITY
20224 20214
RITEH Banking Group 2022 2021
MR T 2 B ANER Capital base of banking subsidiaries
(LAB&EATTED) (HK$ Million)
MW12A318 At 31 December
—EERE—R — Common Equity Tier 1 26,268 24,354
——% — Tier 1 27,436 25,252
—— — Tier 2 5,791 5,854
& 2 BARETR4AEE Total capital base after deductions 33,227 31,106
BT B &R Capital adequacy ratio*
— LR E— AR — Common Equity Tier 1 15.2% 14.2%
——# — Tier 1 15.9% 14.7%
— B — Total 19.3% 18.1%
TREBIE #E 4 R Liquidity maintenance ratio 50.4% 46.9%
(FETH) (average for the year)

* 2022412 431 H %2021F12A31 B 2 EARF &
Lo Ty RFTRTT (R 3ERPI B R TT RO IRTT
(FED)WEARR - HESE(RITE(ER)R
ARIREDERBEINERES - ZFAELTR
R E O E BEITISRBRMERIERR

MBI MRS L R TR R RTT (B BB PIRE 2K RTT
R ARFRIT(PED) R BER12EARNEE A
2GR A R B M L R AR IBCGIRTTE OREIE)
RADFE -

AEEBITEINBE — RS BRNEATR
s o

RAMZADEEARBRESEZRDEE(WE
BINERSRBELRRR) Re MBITERXE
T UEREEERERERARBDETRENE
By RTKERBEFAERRRZIRI S
FrLEE o
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The capital adequacy ratio as at 31 December 2022 and 31 December
2021 represents the consolidated position of DSB (covering BCM and
DSB China) computed on Basel Il basis with reference to the Banking
(Capital) Rules. This consolidated capital adequacy ratio takes into
account market risk and operational risk.

The liquidity maintenance ratio is calculated as the simple average of each
calendar month’s average consolidated liquidity maintenance ratio of DSB
(covering BCM and DSB China) for the 12 months of the financial year,
computed in accordance with the Banking (Liquidity) Rules.

The Group’s banking business continued to maintain healthy capital
adequacy ratios over the year.

Our Banking Group continued to maintain throughout the year a high
liquidity maintenance ratio, backed by a strong pool of liquid assets
including high quality liquid assets (such as Hong Kong Exchange Fund
bills and notes), cash and placements with banks, and other diversified
marketable securities held for investment and liquidity purposes.
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CAPITAL AND LIQUIDITY (continued)

Stress testing on our capital and liquidity positions is a regular and
ongoing exercise conducted by our risk management function, with the
results reviewed by Management on a periodic basis. Regular update
and high-level reporting on our capital and liquidity positions, including
the results of stress testing, are submitted to the Board-level Risk
Management and Compliance Committee and highlighted to the Board.

HUMAN RESOURCES

In 2022, the Group continued its efforts to promote the bank’s culture.
We launched our first ‘Culture Week’ in June 2022 with the aim to
promote the Group’s ‘Culture & Values’. Together with the DSB’s
Celebratory 75th Anniversary in 2022, a virtual museum on the Bank’s
major developments and achievements was exhibited, which also
aligned with our ‘Innovation’ value introduced back in 2021. A second
programme relating to our speak-up culture was created to increase
staff awareness. A culture survey was sent out to employees in
October 2022, with both the participation number and surveys returning
encouraging responses. Role models of our Group demonstrating
our Culture & Values, were recognised at our annual ‘Dah Sing Star
Awards’ presentation ceremony.

To emphasise the importance of non-financial indicators within
our performance management system, an independent rating for
non-financial performance was first introduced in 2019, in addition to
the financial performance rating. The Bank’s discretionary incentive
is adjusted upward or downward in accordance with employees’
outstanding or adverse performances in non-financial aspects
throughout the year.

The Group rolled out our Employee Value Proposition (“‘EVP”) in 2019.
With the motto of “NOT JUST A BANK, A HOME”, an annual event
called ‘EVP Weeks’ was introduced. In 2022, 3 real life interviews
showcasing daily work experiences of 6 DSB employees from different
departments were recorded and broadcasted internally.
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HUMAN RESOURCES (Continued)

To ensure our colleagues are well prepared for future prospects and
opportunities, customised training curriculums have been developed to
encourage employees to further upgrade their leadership skills. Various
training modules were offered to our employees to help them gain more
knowledge in areas such as digitalisation, environmental, social and
governance, green and sustainable finance and the GBA.

Employee wellness is important to DSB. The Group has provided a
number of support arrangements since the breakout of the pandemic.
Apart from work from home arrangements, flexible working hours,
split office, one-off anti-pandemic subsidy, measures to support staff
COVID vaccinations and provision of surgical masks were all available
to DSB employees. Furthermore, the Group encourages wellbeing by
organising “Wellness Week”. On top of the Group’s efforts mentioned,
staff medical coverage has also been improved in 2022.

Due to challenging market conditions, the Group has been impacted
to certain extent by unstable factors during 2022, such as the COVID
pandemic, talent war and emigration wave. However, despite the
difficult market conditions, the total number of employees in our Group
increased from 3,014 in 2021 to 3,047 by the end of 2022.

More detailed information on our human resources development is
included under the section “Workplace” in the 2022 Environmental,
Social and Governance Report.
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRINCIPLES AND
PRACTICES

The Board of Directors (the “Board”) and the Management of Dah Sing
Financial Holdings Limited (“Company” or “Group”) are committed to
maintaining a high standard of corporate governance practices within
the Group and devote considerable effort to identify and formalize best
practices. We believe that sound and effective corporate governance
practices are essential for delivering sustainable value, enhancing a
culture of business integrity and maintaining investors’ confidence.
Good corporate governance promotes and safeguards the interests of
shareholders and other stakeholders, thereby enhancing the credibility
and reputation of the Group.

Throughout the year ended 31 December 2022, the Company has
applied the principles and complied with all code provisions as set
out in the Corporate Governance Code (“CG Code”) under Part 2
of Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“Listing Rules”) with the
exception of code provision F.2.2 as explained in the following relevant
section. This Corporate Governance Report has been prepared in
accordance with the requirements set out in Appendix 14 of the Listing
Rules, and explains how the Company applies the principles of the CG
Code.

BOARD OF DIRECTORS
The Board

The Board is responsible for the leadership and control of the Company
so as to promote its success and continued growth. The Board plays a
leading role in setting the corporate values, culture and standards for
the Group, and promotes a sound corporate culture which reinforces
the values of acting lawfully, ethically and responsibly. 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 OF DIRECTORS (Continued)

The Board (Continued)

The Board has delegated the day-to-day responsibility of running the
Group to the 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
Management. These reserved matters include:

- setting and overseeing the objectives and strategies of the Group

- approving annual budget and business plan, and monitoring
performance and execution of plan

- establishing and overseeing risk governance

- appointment and oversight of senior management, and ensuring
competent management is in place

- setting corporate values, culture and standards, and promoting
a sound corporate culture which reinforces the values of acting
lawfully, ethically and responsibly

- ensuring a suitable and transparent corporate structure

- ensuring effective audit function and internal control

- ensuring an appropriate level of effectiveness in respect of the
structure, operation and risk management

- matters involving conflict of interest of substantial shareholders or
any Director

- material acquisition or disposal of assets (not in the ordinary
business or operation of the Company), investments and business
reorganization

- appointment of Directors and also appointment of individual
Directors as the chairman or members of Board Committees
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BOARD OF DIRECTORS (Continued)

The Board (Continued)

corporate governance functions in respect of the development
and review of policies and practices on corporate governance

- overseeing management in the design, implementation and
monitoring of the risk management and internal control systems

- evaluating and determining the Company’s ESG-related strategy
and risks, and ensuring that appropriate and effective ESG risk
management and internal control systems are in place

Board Composition

As at 31 December 2022, the Board comprised 9 Directors and 1
Alternate Director, namely Mr. David Shou-Yeh Wong (Chairman), Mr.
Hon-Hing Wong (Derek Wong) (Managing Director and Chief Executive)
and Mr. Gary Pak-Ling Wang (Deputy Chief Executive) as Executive
Directors (“EDs”), Mr. Junji Mori (Mr. Yuichi Tashita as alternate) as
Non-Executive Director (“NED”), and Mr. Robert Tsai-To Sze, Mr.
Andrew Kwan-Yuen Leung, Mr. Paul Michael Kennedy, Mr. Paul Franz
Winkelmann and Ms. Mariana Suk-Fun Ngan as Independent Non-
Executive Directors (“INEDs”). There is a strong independent element
in the Board to ensure the independence and objectivity of the Board’s
decision-making process as well as the thoroughness and impartiality
of the Board’s oversight of the Management.

The Board possesses appropriate experience, competencies and
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 are set out in the “Directors’ and Senior Management’s
Profile” of this Annual Report. The Company has maintained on the
respective websites of Dah Sing Bank and Hong Kong Exchanges
and Clearing Limited (“‘HKEX”) an updated list of its Directors including
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.
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BOARD OF DIRECTORS (Continued)
Board Composition (Continued)

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

The Company issues appointment letters to each of the NEDs (including
INEDs), setting out the terms and conditions of their appointment.

Chairman and Chief Executive

The Company acknowledges that there are two key aspects of its
management — the management of the Board and the day-to-day
management of its business, and that there should be a clear division
of these responsibilities at the Board level to ensure a balance of
power and authority, so that no single individual should have unfettered
powers of decision.

The posts of the Chairman and the Chief Executive are held separately
by Mr. David Shou-Yeh Wong and Mr. Hon-Hing Wong (Derek Wong)
respectively. This segregation ensures a clear distinction between
the Chairman’s responsibility to manage the Board and the Chief
Executive’s responsibility to manage the Company’s business and
a balance of power and authority. The Chairman mainly provides
leadership for the Board to ensure that the Board discharges its
responsibilities effectively, and that 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.
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BOARD OF DIRECTORS (Continued)
NEDs (including INEDs)

The Company has 1 NED and 5 INEDs. Each of the INEDs has
provided to the Company confirmation of his independence as required
under Rule 3.13 of the Listing Rules. The Company has complied with
Rule 3.10(1) and (2) and 3.10A with sufficient number of INEDs who
possess the appropriate professional qualifications and experience.

The NEDs of the Company are not appointed for a specific term, but
are subject to retirement by rotation and re-election at annual general
meetings in accordance with the provisions of the Company’s Atrticles
of Association.

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

Board Process

Board meetings are held at least 4 times each year at approximately
quarterly intervals, and additional board meetings are held as
necessary. Details of Directors’ attendance at the Board meetings
and the annual general meeting in 2022 are set out in the section on
Attendance Records of this Corporate Governance Report.

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.
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BOARD OF DIRECTORS (Continued)

Board Process (Continued)

Other than regular Board meetings, the Chairman also meets with the
INEDs, without the presence of other Directors and other Management
staff, 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.

Board Independence

The Company recognises that Board independence is key to good
corporate governance. As part of the established framework, the Group
has in place mechanisms to ensure a strong independent element on
the Board. The governance framework and mechanisms are kept under
regular review to ensure its effectiveness.

In the recruitment of INEDs, the Company will consider the selection
criteria as set out in the Director Nomination Policy, which include
time commitment, cultural and educational background, professional
experience and qualification of the candidates.

To maintain a strong independent element in the Board and to ensure
the independence and objectivity of the Board’s decision-making,
meetings of the Board/Board committees are held in an inclusive
environment where open debates and constructive challenges are
encouraged. Directors/committees’ members are free to contribute
their views at meetings. Dissenting views of Directors on any matters
discussed at Board/committees’ meetings will be properly recorded in
the minutes.

The Chairman of the Board meets with the INEDs annually, without the
presence of other Directors and other management staff, to facilitate
open and frank discussion.
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BOARD OF DIRECTORS (Continued)

Corporate Governance Functions

The Board is responsible for performing the corporate governance

duties including:

to develop and review the Group’s policies and practices on
corporate governance

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

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

to review the code of conduct and compliance manual applicable
to employees and directors

to review the Company’s compliance with the CG Code and
approve disclosure in the Corporate Governance Report

The following is a summary of the matters relating to the above

corporate governance duties reviewed and discussed by the Board in

2022:

Corporate Governance Report of 2021

Environmental, Social and Governance (“ESG”) Report of 2021

Management’s confirmation on effectiveness of risk management
and internal control systems of the Group

Amendments to the Corporate Governance Code and related
action items

Change of the composition of the Board/Board Committee

ESG development and progress made against ESG strategy

Revised Terms of Reference of the Nomination and Remuneration
Committee
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BOARD OF DIRECTORS (Continued)

Corporate Governance Functions (Continued)

- Change of Company Secretary

- Annual Review of the Board Governance Policy and Procedures

- Annual Review of the Shareholders Communication Policy

- Update on the Board Diversity Policy

- Key amendments of the Listing Rules relating to Share Schemes
of listed companies

Code for Securities Transactions by Directors

The Company has adopted its own code 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 2022.

Appointment and Re-election of 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.
All new Directors are subject to election by shareholders of the
Company at the next annual general meeting after their appointments
have become effective. All other Directors of the Company are subject
to retirement by rotation at least once every three years.
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BOARD OF DIRECTORS (Continued)
Delegation by the Board

The Nomination and Remuneration Committee and the Audit
Committee were set up under the authority of the Board, to assist the
Board in carrying out its responsibilities.

RIEEE RELFTHNEZEEGUREZZES The current composition of the Board, the Nomination and

BEFTIIT Remuneration Committee and the Audit Committee is as follows:
EEg Board
HITEE EDs
EPE(FERE) David Shou-Yeh Wong (Chairman)
BRI (EFRETEFRTIHAAE) Hon-Hing Wong (Derek Wong) (Managing Director and Chief Executive)
FRZ(BI7TEAE#) Gary Pak-Ling Wang (Deputy Chief Executive)
HHITEE NED
RIEx Junji Mori
BUHHTEE INEDs
B Robert Tsai-To Sze
REE Andrew Kwan-Yuen Leung
ENEEES Paul Michael Kennedy
REER Paul Franz Winkelmann

MR Mariana Suk-Fun Ngan

EFEE
HTH—(RIBERZBEEES)

Alternate Director
Yuichi Tashita (Alternate to Junji Mori)

RER Nomination and
yHEeE Remuneration Committee EREES Audit Committee
BUHH{TEE  INEDs BUIHTEE  INEDs
SEEE(EE) Robert Tsai-To Sze (Chairman) SEE(EE) Robert Tsai-To Sze (Chairman)
REE Andrew Kwan-Yuen Leung A Paul Michael Kennedy

FEER Paul Franz Winkelmann
HITEE ED EERZS Mariana Suk-Fun Ngan
F 7 David Shou-Yeh Wong
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EEREAMRIEI Induction and Training for Directors

AR ERFEANESRESSEREFMER A newly appointed Director is provided with a Director’s induction
NEIZER  WHEREELGN UERES handbook and materials relevant to the Company and briefed by the
HASEREERESIEHENER - AR Management to ensure that the Director has a proper understanding of
BARGERBEERAT THBRE - AQFIJE the operations and business of the Group and that he or she is aware
PFBEHERRLIEIITHES  URREESF of his or her responsibilities under the relevant laws and regulations.
FNRERECBRAER LRI THBRE - 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 and regulations.

EEHLEFETXERE BRI FHESAHR Directors participated in continuous professional development to
LEEE - RFEN  ARAAERLTHENG - develop and refresh their knowledge and skills. During the year, the
FrEZEERHE MARMEREREN2022F KT Company has organized board briefings for Directors. All Directors
% IE TR RCER o provided to the Company Secretary a record of the training they

received in 2022.

BEENEENCESZ N EE 21553 - The Directors received trainings on the following areas during the year:
3R
Training Areas
rEER/ KX RRIEE/
EERTE RER %/ 0%
Corporate Group’s  Macroeconomics/
Governance/  Business and Business/
S Directors Regulatory ~ Management Financial
BUFHTEE INEDs
£ B Robert Tsai-To Sze v v v
REE Andrew Kwan-Yuen Leung v % v
ks Paul Michael Kennedy v v v
R Paul Franz Winkelmann v v v
BRI Mariana Suk-Fun Ngan / % v
(R2022%4 51 HEZ(F) (appointed on 1 April 2022)
FHITEE NED
HIER Junji Mori v v =
(R2022%7 57 HEZ(F) (appointed on 7 July 2022)
HITEE EDs
% David Shou-Yeh Wong v/ % v
HEH Hon-Hing Wong (Derek Wong) / % v
FirE Gary Pak-Ling Wang v/ v v
EHEE Alternate Director
BT~ (RIERZBEEES) Yuichi Tashita (Alternate to Junji Mori) / v =
(R2022%7 57 HEZ(F) (appointed on 7 July 2022)
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BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE

Nomination of Directors

The terms of reference of the Board set out the requirement for a
formal, considered and transparent procedure for the appointment
of new directors to the Board. The terms of reference also explicitly
prohibit the delegation of decisions regarding the appointment of new
directors to sub-committees of the Board or to the management of
the Company, and require that such appointments are made after
deliberation by the full Board.

Remuneration of Directors

The Remuneration Committee was established by the Company in
August 2005 with specific written terms of reference setting out its
roles and responsibilities. The Committee was reconstituted as the
Nomination and Remuneration Committee (“NRC”) of the Company in
August 2006 with a set of updated terms of reference. The NRC has
the following roles and responsibilities:

- To make nomination or review and endorse the nomination
for appointment as directors, and to review and endorse the

nomination for appointment as senior management

- 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 determine the specific remuneration packages of directors and
senior management

- To ensure that regular review of the Company’s remuneration
system and its operation is conducted
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BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE (continued)

Corporate Governance Duties

The NRC also performs the following duties:

- To review the structure, size, composition and diversity of the
Board and also its committees 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 and also its committees, particularly in
respect of the composition of Board and committee members

- To review the Director Nomination Policy

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

- To advise and assist the Board in discharging its culture reform
and related responsibilities

- To review and endorse matters relating to share schemes

The NRC is chaired by an INED and the majority of the members
are INEDs. The current members of the NRC are Mr. Robert Tsai-To
Sze (Chairman), Mr. Andrew Kwan-Yuen Leung and Mr. David Shou-
Yeh Wong. The terms of reference for the NRC are available on the
websites of Dah Sing Bank and HKEX.

The NRC held 4 meetings in 2022. The attendance record of the NRC
members at NRC meetings held in 2022 is set out in the section on
Attendance Records of this CG Report.
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BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE (continued)

Corporate Governance Duties (Continued)

The following is a summary of the work of the NRC during 2022:

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

- Reviewing and endorsing the nomination of directors to the
Board/member to a Board Committee

- Reviewing and endorsing the changes to the Share Award
Scheme of the Company

- Reviewing and approving the share award granted to selected
senior executives under the Share Award Scheme of the
Company

- Reviewing and endorsing the re-election of directors

- 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 Board governance of the Company and Dah Sing
Bank

- Reviewing the 2021 Board evaluation of Dah Sing Bank

- Reviewing and endorsing the succession plan for the Chief
Executive and Division Head positions of Dah Sing Bank

- Reviewing and endorsing the Board Diversity Policy

- Reviewing the culture enhancement initiatives pursued by the
Group

- Reviewing and endorsing the changes to the Terms of Reference
of the NRC

- Reviewing and approving the revised Code of Conduct for Staff
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BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE (continued)

The Group’s Remuneration Policy

The Group’s policy on remuneration is to maintain fair and competitive
packages for its employees, which are commensurate with market
terms, and are based on business needs, expertise and quality of
the individuals, and with proper reference to industry practice and
regulatory guidelines.

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

- Business needs and performance

- The economy and business conditions in general

- Each individual’s contributions to the Group

- Risk related performance

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

- Consideration of regulatory guidelines

- Retention considerations and each individual’s potential

During the process of consideration, no individual director will be
involved in decisions relating to his/her own remuneration.
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BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE (continued)

Board Diversity Policy

The Board Diversity Policy was adopted by the Board in December
2013 which is subject to annual review to ensure its effectiveness.
The Board Diversity 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.

The Company recognizes and embraces the benefits of having
a diverse Board in supporting the attainment of its sustainable
development. Board diversity has been considered from a number of
aspects. 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. 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.

The Board currently has one female Board member. The Board will
take opportunities to increase the number of female members over time
with the assistance of the Nomination and Remuneration Committee in
selecting and making recommendation on suitable candidates for Board
appointments. The Board will endeavour to achieve an appropriate
balance of gender diversity with reference to local recommended best
practices.
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BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE (continued)

Director Nomination Policy

The Director Nomination Policy was adopted by the Board in May
2019 which is subject to regular review to ensure its effectiveness.
The Director Nomination Policy describes the process for identifying
and evaluating potential candidates for appointment to the Company’s
Board of Directors.

In assessing the suitability of the candidates for nomination as Director,
the NRC shall consider the candidates on the basis of the selection
criteria set out in the Director Nomination Policy which includes his/her
reputation for integrity, accomplishment and experience in the financial
services industry or other industries, commitment in respect of available
time and relevant interest, diversity perspectives including but not
limited to gender, age, ethnicity, cultural and educational background,
professional experience, skills, knowledge, independence and length
of service, and independence criteria as set out in Rule 3.13 of the
Listing Rules in respect of proposed appointment of independent non-
executive director.

For appointment or election of a new Director, the NRC shall take the
lead in identifying candidates suitably qualified to become a Director.
The NRC may solicit ideas for identification of candidates from a
number of sources including present members of the Board, senior
management and individuals personally known to the members of the
Board. The NRC and senior management will also consider information
and comment on individual candidates coming from other sources,
including but not limited to well regarded senior business executives
or professionals, professional firms, and business associates. Any
shareholder of the Company may nominate a person for election
as a director of the Company at a general meeting and the relevant
procedures are set out in the Procedure for Nomination of Directors by
Shareholders which are available on the website of Dah Sing Bank.

The NRC shall consider candidates recommended as nominees for
directors submitted to the NRC by any directors, senior management or
shareholders of the Company, provided that in the case of shareholder
recommendations, such nomination shall comply with the notice
requirements set forth in the Company’s Articles of Association.
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BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE (continued)

Director Nomination Policy (Continued)

The NRC shall endeavor to consider and select individuals who
possess the qualifications, qualities and skills to effectively make
contribution to the Board. In conducting the assessment, the NRC shall
take into account the selection criteria set out in the Director Nomination
Policy as well as the prevailing composition of the Board to maintain
a balance of perspectives, qualifications, qualities and skills amongst
members of the Board. The NRC shall then make recommendations
or endorsement to the Board on the appointment of the candidates for
directorship.

For retiring directors who are eligible for re-election at general meetings,
the NRC shall determine if the incumbent directors consenting to
re-nomination continue to be qualified and proposes the retiring
directors for re-election.

BOARD COMMITTEE - AUDIT COMMITTEE

The Audit Committee (“AC”), established by the Board of the Company,
is responsible for ensuring the objectivity and credibility of financial
reporting, reviewing the internal control system and compliance with
regulatory requirements, and approving audit plans and reviewing
findings and reports of the internal and external auditors, and that in
presenting results to the shareholders, the Directors have exercised
the care, diligence and skills prescribed by laws, and that appropriate
accounting and financial reporting standards are followed.

The AC makes recommendations to the Board regarding the
appointment of the head of internal audit and reviews the effectiveness
of the internal audit function.

The AC makes recommendation to the Board on the selection,
oversight and remuneration of external auditors. The AC reviews
and monitors the external auditors’ independence and objectivity and
the effectiveness of the audit process in accordance with applicable
standards.
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BOARD COMMITTEE — AUDIT COMMITTEE (Continued)

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

The AC reviews the Company’s internal controls and reports its major
findings and comments to the Board. Descriptions of the Company’s
internal control system are set out below. Information relating to the
Group’s risk management including appropriate financial quantification
is set out in the Financial Risk Management sections as notes to the
annual financial statements.

The terms of reference for the AC are available on the websites of Dah
Sing Bank and the HKEX.

The current members of the AC are Mr. Robert Tsai-To Sze (Chairman),
Mr. Paul Michael Kennedy, Mr. Paul Franz Winkelmann and Ms.
Mariana Suk-Fun Ngan. All members of the AC are INEDs with
extensive experience in banking, finance and business management.
Mr. Robert Tsai-To Sze is a qualified accountant and was a partner
of a predecessor firm of PricewaterhouseCoopers (“PwC”) up to June
1996. Mr. Winkelmann was a former partner of PwC up to June 2014
and assumed the role as a senior advisor of PwC from July 2014 to
December 2015. Save for the above, none of the other committee
members are employed by or otherwise affiliated with the former or
existing external auditors of the Company.

Prior to 2022, the AC members met at least 3 times a year with the
Company’s senior management, the head of internal audit and the
external auditors. Starting from 2022, 4 regular meetings of the AC are
held each year. In 2022, a total of 4 meetings were convened.

The attendance record of AC members at the AC meetings held in
2022 is set out in the section on Attendance Records of this Corporate
Governance Report.

To enable Directors to be informed of the discussions and decisions of
the AC, members of the AC who also attend meetings of the Board will
advise on matters of significance relating to the financial statements
and the internal control system of the Group discussed in the AC.
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BOARD COMMITTEE — AUDIT COMMITTEE (Continued)

The following is a summary of the work of the AC during 2022 in
discharging its responsibilities:

EMW R A EB021FFE 2 EE NG N
REIZIITEIRE - AR2022F R HIEE
FHIEERS  MEFSREEARES

BHINERBE 2 ERAERNER - REH
201 FEREZRYBRETER RE
BREEEZEEERSE

FHH2021F 2 EEARE - MAALRR
A2021FF R
HEER2021F T ¥ FE R2022F F¥FE
KEZZEGENNEMNEREETTHRE
BETIEE ERRIwRBERE

EHEEALZR S NI

BRIV EINSZBE 2 RERENE

=B AL AN B R B 2 B AxEt B

=R AL E R E LR S

o ARPEZ LF - BRRER
EZHMEEARRRENEHETESREER

BIEEEERDZENERREEMIE
B ERERTEELERBEZERH

EHNERSFMAGRM 2 TR G N
BREEN RIEs| 2 B8 URRMZEE
QMRS AR 228

ERB2022F M B RAF 2T EEE
BRI2TTH

Review, and providing advice and recommendations to the Board
for the approval, of the 2021 results announcements and audited
financial statements of the Group, and the 2022 interim results
and interim report

Review of external auditors’ findings and comments, and
management’s reports on major accounting and financial
disclosure matters in respect of 2021 audit and financial
statements

Review of the Corporate Governance Report of 2021 for inclusion
in the Company’s 2021 annual report

Approval of the reports to the Board providing a summary of the
issues, focuses and discussion reviewed and dealt with by the
AC in the second half of 2021 and the first half of 2022

Review of connected party transactions and disclosure

Review and approval of the appointment and remuneration of
external auditors

Review and approval of the external auditors’ audit plan

Review and approval of internal audit plan

Review of the internal audit’'s work, findings and recommendations
Review of updates from the Compliance Division of the Group on
the Hong Kong Monetary Authority (“‘HKMA”) examinations and
regulatory concerns, management’s actions in implementing the
HKMA'’s recommendations

Review of the highlights 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

Review of significant accounting treatments for the preparation of
2022 financial statements
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ATTENDANCE RECORDS

The attendance of individual Directors at the Board meetings, Audit
Committee meetings, Nomination and Remuneration Committee
meetings and the Annual General Meeting held in 2022 are as follows:

HE/ BEREE
Attended/eligible to attend YR
RE R BERE
ZE8 Attended
ZHZES®  Nomination and Annual
- Audit Remuneration General
3 Directors Board Committee Committee Meeting
BUHHTEE INEDs
L ER Robert Tsai-To Sze 5/5 4/4 4/4 v
REE Andrew Kwan-Yuen Leung 5/5 N/A 4/4 v
Gl Paul Michael Kennedy 5/5 4/4 N/A =
ER Paul Franz Winkelmann 5/5 4/4 N/A v
B Mariana Suk-Fun Ngan 4/4 33 N/A v
(R2022%4 51 HEZ(T) (appointed on 1 April 2022)
FHTEE NEDs
HIER Junji Mori 2/2 N/A N/A N/A
(R2022%7 57 HEZ(T) (appointed on 7 July 2022)
RERZBEES Alternate to Junji Mori
—HTH— - Yuichi Tashita 2/2 N/A N/A N/A
(R2022%7 57 HEZ(T) (appointed on 7 July 2022)
HllE— Eiichi Yoshikawa 2/3 N/A N/A -
(R2022%6 A30 A F#HF) (resigned on 30 June 2022)
HIER—2BEES Alternate to Eiichi Yoshikawa
— S — Shinkichi Nakamura 02 N/A N/A =
(R202245 28 AFHF) (resigned on 28 May 2022)
ISAZEAN Yoshikazu Shimauchi 12 N/A N/A -
(R202245 28 AFHT) (resigned on 28 May 2022)
HITEE EDs
EeE@ David Shou-Yeh Wong () 5/5 N/A 2/4 =
HER Hon-Hing Wong (Derek Wong) 5/5 N/A N/A
TRk Gary Pak-Ling Wang 5/5 N/A N/A v

o BECEERTAZTAIEEF22168E - &
FEEFREFERFAFAE - ER20195T
REBRAREREG  EFFXTRETELE
& I & 28 NS R BE B PA20224F5 A27 H1E
BEBBIT 2 RN RI2022F R AF A E ([20224F
BREBFAG]) - AR AIEERLCIRFRITIRBE
RS A ET2022FRRBFRG ZEE -

Note: Pursuant to code provision F.2.2 the CG Code, the chairman of the board
should attend the annual general meeting. In light of COVID-19 pandemic
and border control measures for inbound travellers, Mr. David Shou-Yeh
Wong, the Chairman of the Board, was unable to attend the 2022 Annual
General Meeting (the “2022 AGM”) of the Company held in Hong Kong
on 27 May 2022 as he was away from Hong Kong at that time. Mr. Hon-
Hing Wong (Derek Wong), Managing Director and Chief Executive of the
Company, took the chair of the 2022 AGM.
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ACCOUNTABILITY AND AUDIT

Financial Reporting

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 sufficient 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 2022, 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 auditor 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 in 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.

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.
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ACCOUNTABILITY AND AUDIT (continued)
Internal Controls (Continued)

CHFE The key procedures that the Group has established to maintain an

effective internal control system are as follows:

—  RIBMZERABREE  AFBRATZ
TR - FEMRBE -

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

- RUFEZEE NERMZEHEXEAR -
= WEEAR  RBEENNERR R
TR & A R R

]]]

Specialized committees are formed to oversee and control

n

significant risk factors, such as credit risk, liquidity and interest
rate risks, operational risk and compliance risk.

- EHRAREEBRABRERZEE®REARAR -
BIZEBRE - BB RERRAERET

Regular reporting of the performance of the Company’s
businesses to senior management and management committees.

By E2e8FRUAKRBEZEBR
MR -

HRIEEMBORMIET - WMEEHER - &P
5 BEED  RH2EEERTEMSE
BEZRE FEEEREREE  ¥BRA
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Actual performance results against budgets are closely
monitored. The Board reviews the Group’s business and financial
performance on a quarterly basis.

Written policies and procedures are established to facilitate
proper assessment of customers, services to customers,
segregation of duties, accuracy and completeness of transaction
processing, safeguarding of assets, credit control and risk
monitoring, control of business exposures, compliance control
and monitoring (including anti-money laundering (“AML”)),
staff training, IT development, IT governance and information
security, business continuity planning, financial control (including
accounting, regulatory reporting, financial reporting to comply
with regulatory and financial reporting standards, management
accounting and budget control, reconciliation of accounts), and
system of management oversight including the operations of
various functional committees.

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

Internal Controls (Continued)

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 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. It 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 Compliance Division performs an independent on-going
monitoring and advisory 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.

A Guideline on Group Functional Reporting is in place to promote
collaboration between Group functions and subsidiaries, align
Group’s policies, practices and standards, and allow Group
functional heads to exercise proper control, supervision and
monitoring of subsidiaries’ operations.
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ACCOUNTABILITY AND AUDIT (continued)

Assessment of Internal Control System

In assessing the effectiveness of the internal control system, the Board
has considered reviews performed by the AC and Management, and
the findings of both internal and external auditors.

Under the direction of the AC, the Group’s Internal Audit conducted
an assessment covering all material controls, including financial,
operational and compliance controls and risk management practices.
The 2022 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.

RISK MANAGEMENT AND INTERNAL CONTROL

It is the responsibility of the Board to evaluate and determine the
nature and extent of the risks it is willing to take in achieving the
Group’s strategic objectives, and ensuring that the Group establishes
and maintains appropriate and effective risk management and
internal control systems. Such risks include, amongst others, material
risk relating to ESG. The Board is also responsible for overseeing
Management in the design, implementation and monitoring of the risk
management and internal control systems. Management has to provide
a confirmation to the Board on the effectiveness of these systems.

The Group’s risk management and internal control systems are
designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and
not absolute assurance against material misstatement or loss. Such
systems comprise a well-established organisational structure and
comprehensive policies and standards. Areas of responsibilities for
each business and functional unit are clearly defined to ensure effective
checks and balances.

Procedures have been designed for safeguarding assets against
unauthorised use or disposition; for maintaining proper accounting
records; and for ensuring the reliability of financial information used
within the business or for publication. The procedures provide
reasonable but not absolute assurance against material errors, losses
or fraud. Procedures have also been designed to ensure compliance
with applicable laws, rules and regulations.
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Systems and procedures are in place in the Group to identify,
control and report on the major types of risks the Group encounters.
Business and functional units are responsible for the assessment of
individual types of risk arising under their areas of responsibilities,
the management of the risks in accordance with risk management
procedures and the reporting on risk management. The Group
maintains an effective risk management framework through the
setting up of specialised management committees for the oversight
and monitoring of major risk areas and the establishment of risk
management departments for relevant functions of the Group.

Risk management reports are submitted to the relevant committees and
ultimately to the Board or its delegated Board committee for oversight
and monitoring of various types of risk associated with the Group’s
businesses and operations. The Group’s risk management policies
and major control limits are approved by the Board or its delegated
Board committee. Operating and risk performance are monitored and
reviewed against relevant risk limits regularly according to established
policies and procedures.

Annual Assessment

The Group has implemented a robust risk management and internal
control framework with ongoing monitoring and regular reporting of risk
profiles, risk positions and internal control issues to the Management
and to the Board. Based on the ongoing reviews and regular
assessments, the Management including the heads of business units,
financial control, risk management, compliance units and operations
management, and the senior management of the key subsidiaries of
the Group have evaluated the existing status of the risk management
and internal control system and confirmed that they remain effective
with reference to the requirements of the CG Code of the Listing Rules.
These statements of Management have been reviewed and endorsed
by Internal Audit function, and reviewed and confirmed by senior
management of the Group.

The results of the 2022 review, which have been reported to the AC

and the Board, concluded that the Group’s risk management and
internal control systems were effective and appropriate.
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INTERNAL AUDIT

The Group has established an Internal Audit function. The primary role
of the Internal Audit function is to help the Board and Management
to protect the assets, reputation and sustainability of the Group. The
Internal Audit function provides independent and objective assurance
as to whether the design and operational effectiveness of the Group’s
framework of risk management, control and governance processes, as
designed and represented by the Management, is adequate.

Results of audit work together with an assessment of the overall risk
management and control framework are reported to the AC or the
Board as appropriate and at least annually. The Internal Audit function
also reviews the Management’s action plans in relation to audit findings
and verifies the adequacy and effectiveness of the controls before
formally closing audit issues.

GOVERNANCE POLICIES

In maintaining and supporting the Group’s corporate values and
ethical standards, the Group has in place a Whistle-Blowing Policy,
which sets out procedures for its staff to communicate and report, in
confidence, material and bona fide concerns or any violations. These
communications can be elevated to the Group Audit Committee and/or
the Board (via the Group Audit Committee).

The Group has also adopted a set of Code of Conduct for Staff which
sets out at its outset the culture and values that are to be upheld at
work. The Code of Conduct for Staff also lays down the guidelines
on ethical values and business conduct that staff shall follow, which
include anti-corruption policies and measures to curb corruption such as
extortion and bribery. These are intended to help to ensure and sustain
legal and regulatory compliance and an effective control environment.
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GENDER RATIO IN THE WORKFORCE

The Group is committed to creating an inclusive environment for all
employees. In line with the relevant laws and regulations, policies are in
place to prohibit discrimination, harassment, victimisation, or vilification
on any grounds of gender, pregnancy, breastfeeding, marital status,
disability, family status or race. To maintain diversity in our workplace,
we have ongoing monitoring on our diversity mix. For 2022, we have
set a target of 45%—-55% for gender ratio in the workforce and plan to
maintain this target ratio. As at December 2022, we reached a gender
balance of 53% female and 47% male for full-time employees across
the Group.

We ensure decisions made with respect to recruitment, promotion
and any development opportunities are based on an individual’s
qualifications and merits. We also encourage open communications
and have grievance mechanisms in place for employees to express any
concerns to make sure their voices are heard and addressed.

EXTERNAL AUDITORS’ INDEPENDENCE AND
REMUNERATION

The Company has reviewed and is satisfied with the independence of
the Company’s external auditors, PricewaterhouseCoopers (“PwC”), for
performing the audit of the Group’s financial statements.

The Company will use the non-audit services of PwC only when the
Company can benefit in a cost-effective manner and the independence
and objectivity of PwC as the Company’s external auditors can be
maintained. Otherwise, professional services from other firms are used.

In addition to audit related services, PwC, based on agreed-upon
procedures, provided the Group non-audit services during 2022
including review of tax returns and computation, tax advisory services,
review of the Group’s interim financial disclosure, and review of the
update on the offering circular of Dah Sing Bank, Limited’s US$2 Billion
Euro Medium Term Note Programme, and independent assessments of
certain operational processes, risk management and internal control of
the Group.
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IEZEM 2B I ERME @ EXTERNAL AUDITORS’ INDEPENDENCE AND
REMUNERATION (continued)
HZE2022F12 A1 AILFE - B NSEZNTT The remuneration paid/payable to PwC in respect of audit services and
7 ERKE A BE RS R EZAINRS 2 B & non-audit services for the year ended 31 December 2022 is set out as
LUNNE follows:
BEXft AXfFZEA
Fee paid/payable
(F#&x)
BARQ TR Services rendered for the Company (HK$°000)
FEZR Audit services 14,699
FZAINRT Non-audit services:
. FBLE I BUN M IS HARIRET S . Review of the updated Euro Medium Term Note 286
([FHE1]) BRI IRITIERT 8 T 81T Programme (the “Programme”) and professional
RGBT EELIE work on new subordinated note issue of Dah Sing
Bank under the Programme
. HEERRERE  HMERRERE - . Compliance reviews and independent assessments 3,247
A ARGIERSFREHEAEMR on operational risk management, technology risk
BRI management, new IT system projects etc.
. BAAREBEAE 2 BB RO TIE . Tax compliance review on taxation computation 771
HEHMNBARBZBEERES and advisory service on compliance with new tax
regulations relevant to the Group
. Hity e Others 894
& Total 19,897
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COMMUNICATION WITH SHAREHOLDERS

Effective Communication

The Board attaches great importance to communication with
shareholders. The Annual General Meeting (“AGM”) provides a
useful forum for shareholders to exchange views with the Board. The
Chairman of the Board and all Directors make a strong 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
shareholders convenient access to the Company’s financial information,
announcements/circulars 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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BERR BB m® COMMUNICATION WITH SHAREHOLDERS (Continued)
BERRBIAE Convening an Extraordinary General Meeting
REFBERARBRAETNDINE%E - AIZEE Shareholder(s) holding not less than 5% of the total voting rights of
FARE 2 REERIAE - the Company may put forth requisition to convene an Extraordinary

General Meeting of the Company.

FHAZFEANIAGHEEN  (IBHEEFAE The requisition must (i) state the objectives of the meeting, (ii) be
E 0 RNVEXA QAR ESETE2FANER signed by the requisitionist(s) and (iii) be deposited at the Company’s
2485 KFT & B 261 2 i BRI E registered office at 26th Floor, Dah Sing Financial Centre, 248 Queen’s
FERNER - Z2F 2N BREZMHHERFER 22X Road East, Wan Chai, Hong Kong or in electronic form. It may also
% BHA—NKBZMNEBAEE - consist of several documents in like form, each signed by one or more

requisitionist(s).

ZEBSMANRAGNSZ2BAZEE @ (VS 2F The requisition must also state (i) the name(s) of the requisitionist(s),
AZBEER - (i) S 2FBARERAR L AR (ii) the contact details of the requisitionists(s) and (iii) the number of
pdid- ordinary shares of the Company held by the requisitionist(s).
EEEEREFEER BB 2IRAANRHEH The Directors must proceed to convene an Extraordinary General
REFHNARE - ZEHARGRBHAETHLEAH Meeting within 21 days from the date of the deposit of the requisition.
1#28 KA B ° Such meeting should be held on a date not more than 28 days after the
date on which the notice convening the meeting is given.
MEFGREAFAMRRSIIAE » 2FAXK If the Directors fail to convene the Extraordinary General Meeting
HEEBEBAMGRARAE— #MiZEEﬁ as aforesaid, the requisitionist(s), or any of them representing more
ETERE®  EXRABLEERsgE AR than one-half of the total voting rights of all of them, may themselves
2RSSR HAREIEARRIT - 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.
HEFARLASABHzEE  ASSKRH A meeting so convened by the requisitionist(s) shall be convened in the
FHRESeQRRREFH 2 TRNEH - same manner, as nearly as possible, as that in which meetings are to
be convened by the Directors.
EFANAESEREEZABRAGEMEELEZE Any reasonable expenses incurred by the requisitionist(s) by reason of
MAMEEER  BHEARRENTEHEZEA the failure of the Directors to duly convene a meeting shall be repaid to

the requisitionist(s) by the Company.
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COMMUNICATION WITH SHAREHOLDERS (continued)

Putting forward proposals at general meetings

Shareholders representing not less than 2.5% of the total voting rights
of all shareholders, or not less than 50 shareholders, who are entitled
to vote on a resolution at a general meeting, may:

- put forward a proposal at a general meeting

- circulate to other shareholders a written statement with respect to
matters to be dealt with at a general meeting

Shareholders may refer to section 580 of the Companies Ordinance
(Chapter 622 of the Laws of Hong Kong) for further details on
the shareholder qualifications and the procedures and timeline in
connection with the above.

Submission of enquiries to the Board

Shareholders may send their enquiries requiring the Board’s attention
to the Company Secretary at the Company’s registered office at
26th Floor, Dah Sing Financial Centre, 248 Queen’s Road East, Wan
Chai, 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.

Shareholders Communication Policy

The Board recognizes the importance of maintaining on ongoing
dialogue with the Company’s shareholders and has adopted a
Shareholders Communication Policy which sets out the framework
to promote effective communication with shareholders and to enable
them to engage actively with the Company and exercise their rights as
shareholders in an informed manner.
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COMMUNICATION WITH SHAREHOLDERS (continued)

Shareholders Communication Policy (Continued)

The Company communicates with its shareholders and the investment
community through a wide range of channels and means including
publications (e.g. annual reports, interim reports, notices, circulars, and
announcements), website (e.g. publication posted on the Company’s
website including the ESG reports), and in person (attending
shareholders meetings and analyst briefings or press conference).

The Shareholders Communication Policy is subject to review on
an annual basis to ensure its effectiveness and the last review was
conducted during 2022 to amplify and articulate the various means and
channels for communication with the shareholders of the Company and
the investment community.

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

Dividend Policy

The Company’s dividend policy aims to pay sustainable dividends
over time. In determining dividend distribution, the Company takes
into account factors such as general business conditions, financial
results, business growth prospects, capital requirements, regulatory
requirements applicable to the Company’s businesses, shareholders’
interests and any other factors the Directors consider to be relevant.

HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

A Guideline on the Control and Disclosure of Inside Information is in
place, which sets out the guiding principles, procedures and internal
controls for the handling of confidential inside information, and
dissemination of inside information in a timely manner so as to allow
all stakeholders to be aware of the latest positions or price sensitive
information of the Group and its subsidiaries.



AEERXH
20224 » AR R F HEMERF -

DNEAME

REAMERNEEEEE  UBREZSIRFES
BTREEGEDREREMBE RS HETT © %
FHENEABREETESTSREF ERRE R
BEAEETERA RN TESMSAERK
MEEEEER NEZZRESANSRLHY
ERRERRT  URANHFRCBEFTEUET
ZEEMEBMNERNMMERNRE - BEEM
EEREMNBIFRARENTRER - AE
FEERLESRERERABRERARERY
SERTETEFAEFTZEENEFERR
o HofE R - BRG] BRERLBEAE
=5/ -

RRB 2 ARWEEHCETRADEI28KET
REZMEBEERRESR - IEESYA RA R
SR RATENART - #22022412 4318 1E
FRFEE - fiRaWE(BER2022F12A250 K
R B BT DR B{E/ N 2 FBRE 55 H| - LA
AR - RARESEHAEZTETRE
FERRARZATME - 52022612 A25H i
Ak WH2022F 12 A6 B FIB R A G MEE
Eims o

ERERRE

CORPORATE GOVERNANCE REPORT

CONSTITUTIONAL DOCUMENTS

The Company has not changed its constitutional documents in 2022.

COMPANY SECRETARY

The Company Secretary is accountable to the Board for ensuring
that Board procedures are followed and Board activities are efficiently
and effectively conducted. These objectives are achieved through
adherence to proper Board processes and the timely preparation and
dissemination to Directors comprehensive Board meeting agendas and
papers. Minutes of all meetings of the Board and Board Committees
are prepared and maintained to record in sufficient details the matters
considered and decisions reached by the Board or Board Committees,
including any concerns raised or dissenting views voiced by any
Director. All draft and final minutes of Board meetings and meetings of
Board Committees are sent to Directors or Board Committee members
as appropriate for comments, approval and records. Board records are
available for inspection by any Director upon request.

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 3.28 of the Listing Rules. The
former Company Secretary (retired from the Company with effect
from 25 December 2022) had taken more than 15 hours of relevant
professional training to update her skills and knowledge during the
financial year ended 31 December 2022. The Board of the Company
had approved the appointment of Mr. Richard Tsung-Yung Li as the
Company Secretary of the Company with effect from 25 December
2022 and the announcement regarding the change of company
secretary was published on 6 December 2022.
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BRIE - HEREAR ENVIRONMENT, SOCIAL AND GOVERNANCE

REBRETIREBRERIN  TEIETERE Apart from focusing on its business development, the Group also
HERERESG) ZER - WHARETRER pays close attention to Environmental, Social and Governance (ESG)
FHEEE - NaIRRREREA MRS development and endeavours to pursue corporate sustainability and

promote environmental protection and community engagement.

FBERERBEMEBATNBRN—ED - R Recognising sustainability is an integral part of our business, the Group
20214 - ZK’*@ETEE/DEE%%E%I@E@??W?Z has moved away from a compliance-driven approach and adopted an
ZRMFE 2 EHESGRE - MENTHE - BiZ ESG strategy in 2021 covering the following areas, targeting to make
= E*X?%,?EEAUEESG o continuous improvements in ESG in the coming few years.

ESGZER - MESTEE NEIESGEM
ESG Governance — Establish ESG positioning under Board oversight

AR SN RARER B il E A BT B ESGHIR IR E S

Governance Establish clear accountability on ESG oversight and strategy implementation

BB TEHIE N SME (Y E R BB R MHESGET 2l

Communication Regularly communicate our ESG initiatives to our internal and external stakeholders
®RE FENERREERERRE

Reporting Continuously improve disclosure quality and performance tracking

— AR B R AR ERITEB(TGSBl) Rk - FERBEF /i
Marketplace — Prioritise Green and Sustainable Banking (“GSB”) and differentiate with SME focus

RERURERT RAGSBIRME ML ETeE ) - BEREELEEER

Green and Sustainable Banking Build capacity, raise GSB awareness and establish our green product shelves
XEFERNE FENEEE N B NP ESGEEEY

SME Support Increase outreach to and assist SMEs in ESG transition

LUEE RO RARPEREIGRAR SR EE

Customer Focus Improve customer experience and reinforce customer centricity

it FRESEA B EPERIATEE

Digitalisation Optimise customer experience and operational impact through digital transformation
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ENVIRONMENT, SOCIAL AND GOVERNANCE (Continued)

THERR-BURGRSENER - #AEIIHE
Workplace — Build an engaged workforce to enhance employee loyalty

AL RBERST
Culture and Ethical Behaviours

EIRER
Training and Development

RERBU®
Health and Well-being

HE-Z2EHRREEA BRI SOER

RIGBERT  #EARENXCREER

Promote ethical behaviours to uphold the Group’s Culture and Values

RAB TR RER N - DUDE AR R
Enhance organisation and leadership capabilities for future-ready workforce

RBEEEM - IRHEBEERERNTIERE
Promote health awareness and provide flexible and healthy work environment

Community — Enrich our community strategy to enhance impact

BOFHE

Youth Education

BLEEE

Youth Sports

ESGE#
ESG Awareness

E TR
Volunteering

RE - IR YRR ARANIER

VASTEAM(RIZ « B3~ T12 ~ &l - B ) REBREHEREY  HELFHE
Support youth education with a focus on STEAM (Science, Technology, Engineering,
Art and Mathematics) and targeting under-privileged children

FREERS  EEBLFREER
Promote sports as a means of nurturing all-round youth development

et BEHESGHER - IEMITEr FHEER
Raise the awareness of ESG matters in the community for promoting sustainable
development

SEET2HEETRE - MEHLE
Engage our employees to contribute to the society through volunteering activities

AR RS R B R ER

Environment — Sharpen our focus on environmental KPIs for strategic impact and operational efficiency

REZH
Environmental Footprint

B
Paperless

BEIZBRSH
Staff Awareness and Engagement

BARMNRERY - TBHERRSE 2R

Reduce our environmental footprint and influence our supply chain

FBREBCEERBBEFHRABIETE  MAMRRERE
Reduce paper consumption through digitalising operational processes and engaging
customers on digital adoption

RABTRRER - @R TR

Promote environmental conservation to our staff for a greener planet
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ENVIRONMENT, SOCIAL AND GOVERNANCE (Continued)

We strive to maximise synergies and integrate our ESG strategy into

the Group’s business strategies and goals, as well as to allow for the

effective allocation of resources to optimise value creation for our

stakeholders. Guided by our ESG Policy, we have been putting our

strategy into action throughout 2022 and there are key achievements

made across the Group, which are highlighted below:

Marketplace:

Launched Green and Sustainable Banking training framework for
capacity building

Increased the number of ESG investment funds on shelf

Increased the adoption and usage of mobile banking by our
customers by over 10%

Launched two industry forums with over 380 participants under
the “SME ESG Best Practices Recognition Programme” with
Friends of Earth (HK)

Workplace:

Launched the Group’s first Culture Week

Launched new training series in ESG, Digitalisation and
Leadership

74,851 training hours conducted in 2022

Gender diversity of full-time employees with 47% male and 53%
female


https://www.dahsing.com/html/en/about_us/esg/commitments_governance_strategy/policy.html
https://www.dahsing.com/html/tc/about_us/esg/commitments_governance_strategy/policy.html
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ENVIRONMENT, SOCIAL AND GOVERNANCE (Continued)

Community:

o A total of 566 volunteers contributing 3,684 volunteering hours

. 3,442 individuals benefited from our community programmes and
activities

. Continued focus on STEAM education for youths with over
100 beneficiary students

. Promoted public green awareness through sponsorship of “Green
WALK Hong Kong”

Environment:

. 4% reduction in electricity consumption

. 76% reduction in hazardous waste generation
o 10% reduction in non-hazardous waste generation
. 5% reduction in water consumption

During the year, the Group has complied with all applicable
requirements and provisions of the ESG Reporting Guide set out in
Appendix 27 of the Listing Rules in respect of the financial year ended
31 December 2022.

For more details, please refer to the Group’s Environmental, Social and
Governance Report 2022, which is published on the website of Dah
Sing Bank (www.dahsing.com) (About Us — Environmental, Social and
ESG Report & Achievement). The ESG Report
2022 provides an annual update on the ESG initiatives, plans and

Governance (ESG) -

performance of the Group during the year under review, and is compiled
to disclose relevant information to meet disclosure requirements and
the “comply or explain” provisions set out in the ESG Reporting Guide
under Appendix 27 of the Listing Rules.
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Annual General Meeting
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The Directors submit their report together with the audited consolidated
financial statements for the year ended 31 December 2022.

PRINCIPAL ACTIVITIES AND SEGMENT ANALYSIS OF
OPERATIONS

The principal activity of Dah Sing Financial Holdings Limited (the
“Company”) is investment holding. The principal activities of the
subsidiaries are shown in Note 28 to the consolidated financial
statements. An analysis of the performance of the Company and its
subsidiaries (the “Group”) for the reporting period by business and
geographical segments are set out in Note 6 to the consolidated
financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2022 are set

out in the consolidated income statement on page 113.

The Board declared an interim dividend of HK$0.33 per share and a
total of HK$105,459,783 in cash was paid on 21 September 2022.

The Directors recommend the payment of a final dividend of HK$0.81
per share in cash, totalling HK$258,855,831.

CLOSURE OF REGISTER OF SHAREHOLDERS

For determining shareholders’ right to attend and vote at the

forthcoming annual general meeting:

202345 A29H (2H1—) T T4K305
4:30 p.m. on 29 May 2023 (Monday)

202355 H30H (E#—)%2023F6 A2H (28 1)
30 May 2023 (Tuesday) to 2 June 2023 (Friday)

20236 A28 (EHH)
2 June 2023 (Friday)

20236 A28 (EHT)
2 June 2023 (Friday)



EEEREE
REPORT OF THE DIRECTORS

FERERRERL @ CLOSURE OF REGISTER OF SHAREHOLDERS (Continued)
AETRREEEREES 2 RBARE" For determining shareholders’ entitlement to receive the proposed final
dividend*:

B HHR AR5 18 P B 202356 A8H (£ A1) T F4%305
Latest time to lodge transfers 4:30 p.m. on 8 June 2023 (Thursday)
TieERRELTFE(BEERMR) 20236 A9H (281 )E2023F6 A13H(EH )
Closure of Register of Shareholders (both days inclusive) 9 June 2023 (Friday) to 13 June 2023 (Tuesday)
8% H A7 2023F6A13H (28 2)
Record date 13 June 2023 (Tuesday)
REARR S TEERIREE H AR 2023F6A21H(E8=)
Expected final dividend payment date 21 June 2023 (Wednesday)
(B FRR R EE 2 IRFAEF A 2H ) (*subject to shareholders’ approval at the forthcoming annual general meeting)

FEEMERREZLBE AR BT EHIER During the periods of the closure of Register of Shareholders, no share
MBEZETFE - TERMDIBE X ERBRERK transfers will be registered. For registration, all transfer documents
B UEAB R IR B PR A R ER accompanied by the relevant share certificates must be lodged with
NAElZBO B REEEPREBELELBR AR the Company’s share registrar, Computershare Hong Kong Investor
BRPFE - I RBEBEFERKEBERI183RE Services Limited, Shops 1712-1716, 17th Floor, Hopewell Centre, 183
MALT7EI71221716F © Queen’s Road East, Wan Chai, Hong Kong before the relevant latest

time to lodge transfers.
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BUSINESS REVIEW

A review of the business of the Group and a discussion and analysis
on the Group’s future business development are provided in the
“Chairman’s Statement” and the “Review of Operations” of this Annual
Report. Description of the principal risks and uncertainties that the
Group may be facing can also be found in the “Chairman’s Statement”
and the “Review of Operations” of this Annual Report. The objectives
and policies of financial risk management and the risk management
structure and framework of the Group can be found in the “Notes to the
Consolidated Financial Statements” of this Annual Report. Particulars
of important events affecting the Company that have occurred since
the end of the financial year (if any) can be found in the “Notes to
the Consolidated Financial Statements”. An analysis of the Group’s
performance during the year using financial key performance indicators
is provided in the “Review of Operations” of this Annual Report. In
addition, discussions on the Group’s environmental policies and
performance and also relationships with the key stakeholders and
compliance with relevant laws and regulations which have a significant
impact on the Group can be found in the “Corporate Governance
Report” of this Annual Report and the 2022 Environmental, Social
and Governance Report (the “2022 ESG Report”). The “Notes to the
Consolidated Financial Statements” also contain description of the
management structures and framework to ensure compliance with
various laws and regulations which are applicable to the Group. The
above sections form part of this Report of the Directors.

The 2022 ESG Report is issued as a separate report concurrently with
this Annual Report and both reports are also published on the websites
of Hong Kong Exchanges and Clearing Limited (www.hkexnews.hk)
and Dah Sing Bank (www.dahsing.com).

SHARES ISSUED IN THE YEAR

Details of the shares of the Company issued during the year are shown
in Note 40 to the consolidated financial statements.

DONATIONS

During the year, the Group made charitable and other donations
amounting to HK$1,532,000.
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DIRECTORS

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

David Shou-Yeh Wong
Chairman

Robert Tsai-To Sze*
Andrew Kwan-Yuen Leung*
Paul Michael Kennedy*
Paul Franz Winkelmann*
Mariana Suk-Fun Ngan*
(appointed as Independent Non-Executive Director with effect from

1 April 2022)

Junji Mori
(appointed as Non-Executive Director with effect from 7 July 2022)

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

Gary Pak-Ling Wang
Deputy Chief Executive

Yuichi Tashita
(appointed as alternate to Junji Mori with effect from 7 July 2022)

Yoshikazu Shimauchi
(resigned with effect from 28 May 2022)

Eiichi Yoshikawa
(resigned with effect from 30 June 2022)

Shinkichi Nakamura
(ceased to act as alternate to Eiichi Yoshikawa with effect from
28 May 2022)

* Independent Non-Executive Directors

The Directors retiring by rotation in accordance with Article 124 of the
Company’s Articles of Association are Mr. Hon-Hing Wong (Derek
Wong), Mr. Robert Tsai-To Sze and Mr. Paul Franz Winkelmann who,
being eligible, offer themselves for re-election at the forthcoming annual
general meeting.
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DIRECTORS (Continued)

Mr. Junji Mori who was appointed as a Non-Executive Director on
7 July 2022 will hold office until the forthcoming annual general meeting
in accordance with Article 128 of the Company’s Articles of Association
and, being eligible, offer himself for re-election at the annual general
meeting.

The Company has received an annual confirmation from each of the
Independent Non-Executive Directors as regards their continued
independence while serving as members of the Board of Directors
during the year. 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.

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in information
required to be disclosed by the Directors since the publication of the
2022 Interim Report of the Company and up to the date of this Annual
Report are set out below:

(@) Mr. Gary Pak-Ling Wang
Deputy Chief Executive

- Decrease of fixed remuneration by HK$307,200 per month
with effect from 1 January 2023

(b) Mr. Andrew Kwan-Yuen Leung
Independent Non-Executive Director

- Ceased to act as a member of The National Committee of
the Chinese People’s Political Consultative Conference in
March 2023

Save as those disclosed above, there is no other information required
to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.
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DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election has a service contract
with the Company or any of its subsidiaries which is not determinable
within 1 year without payment of compensation, other than statutory
compensation.

DIRECTORS OF SUBSIDIARIES

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

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

As at 31 December 2022, 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 “Securities Model Code”) were as follows:

EEBTRA

By ks

KAFALBRRA,HEROBE AAk

Number of ordinary shares/underlying shares of the Company Percentage of

BARR EEER HitEs AiTEE  interestsin the

Personal Corporate Other Total total number of

£z Director interests interests interests interests  issued shares
TFE David Shou-Yeh Wong - 137,285,682 - 137,285,682 42.96%
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EERTHRARER @ INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)
EEBTRA
AFRATEBERLTEERRS RERABE el T
Number of ordinary shares/underlying shares of T
Dah Sing Banking Group Limited Percentage of
BAER EEER Htris A3TEHE  interests in the
Personal Corporate Other Total total number of
Bz Directors interests interests interests interests  issued shares
T7% David Shou-Yeh Wong - 1,045,626,955 @ - 1,045,626,955 74.38%
Fiak Gary Pak-Ling Wang 2,884,691 9149 - - 2,884,691 0.21%
EEBTRA
ERSTRAERAREERRG BERAHE (AR) s 1
Number of ordinary shares/underlying shares of "ol
Bank of Chongqing Co., Ltd. - A shares Percentage of
BARR EEER HitEs A3#ERE  interests in the
Personal Corporate Other Total total number of
£ Director interests interests interests interests  issued shares
HEH Hon-Hing Wong 4,600 - - 4,600 0.00%
i Notes:

(1)  EERNEERRIDEAENBRAS LRE =
D2 —RAERREZEBARE 2 By KBS
RIEERETETARARE RN - EEEEE
RERARRFTRERETZTA  ETERE
BTA -

(2) ZERMNBEAAFFEAMRITEEERAA
([ RFERITER ) 74.37% L HHER - MIRECGE
HREEGRODEXVINEREATTEREEARD
F142.96% & w it i AR (EFR B AR AFTER TS
iR 2 EE R - URAETERB TR
REFTHA 2 RTRITEER DR -
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The corporate interests were in respect of shares held by a corporation
in which the director controlled one third or more of the voting powers
at general meetings and shares held by companies under a family
discretionary trust. HSBC International Trustee Limited is the trustee of a
family discretionary trust of which David Shou-Yeh Wong is the settlor.

Such shares included 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 42.96% in the Company which
currently holds a controlling interest of 74.37% in DSBG and interests in
DSBG held through a company controlled by David Shou-Yeh Wong.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

Notes: (Continued)

(3)  The personal interests of Gary Pak-Ling Wang comprised of (a) interests
in 934,691 ordinary shares of DSBG, (b) interests in share options in
respect of 450,000 underlying shares of DSBG as disclosed under the
section headed “Share Schemes of the Company and its Associated
Corporation”; and (c) deemed interests in 1,500,000 notional underlying
shares of DSBG relating to cash-settled share-based incentive options
granted by DSBG as explained in note (4) below.

(4) DSBG had established a cash-settled share-based incentive option
scheme as a long-term incentive plan to incentivize employees on
20 March 2018. The rights granted under the scheme shall be exercisable
upon vesting in 5 equal tranches commencing from the first anniversary
of the date of grant. Subject to the satisfaction of performance appraisal
factors, the grantees may exercise their vested options. No shares of
DSBG will be issued to the grantees of the options under the scheme
which is essentially a deferred cash incentive scheme linked to the
performance of the grantees and the share price of DSBG.

All the interests stated above represented long positions. As at
31 December 2022, 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 executive’s
interests and short positions.

Save as disclosed above and the details as disclosed under the
section headed “Share Schemes of the Company and its Associated
Corporation”, as at 31 December 2022, none of the Directors or
Chief Executive of the Company and their respective associates had
any interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) as recorded in the register required
to be kept by the Company pursuant to section 352 of the SFO, or
as otherwise notified to the Company and the SEHK pursuant to the
Securities Model Code.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION

(@) The Company

l.

Share option scheme

On 27 May 2015, the shareholders of the Company
approved the adoption of a share option scheme (the “DSFH

Share 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 Share Option Scheme is disclosed as follows:

(1)

Purpose of the scheme:

The purpose of the 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.

Participants of the 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 scheme.

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

The number of shares available for issue under the
scheme is 15,978,755 shares, representing 5% of the
total number of issued shares of the Company as at
the date of this Report of the Directors.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (continued)

(@) The Company (Continued)

l. Share option scheme (Continued)

(4)

Maximum entitlement of each participant under the
scheme:

No share 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 share options granted to him in the
12-month period up to and including the offer date of
relevant share options, exceed 1% of the shares in
issue at such date. Any grant of further share options
above the limit shall be subject to the provisions of
the scheme and the Listing Rules as amended from
time to time.

Period within which the option may be exercised by
the grantee:

The exercise period is determined by the Nomination
and Remuneration Committee on behalf of the Board
of the Company, and is specified when related share
options are granted. Shares under the share options
must be taken up within 10 years from the date of
grant.

Vesting period of options granted:

The vesting period for options is determined by the
Nomination and Remuneration Committee on behalf
of the Board of the Company, and is specified when
related share options are granted.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

(@) The Company (Continued)
l. Share option scheme (Continued)

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

(8) Basis of determining the exercise price of options
granted:

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 17.03E of the Listing Rules and is determined
as no less than the higher of (i) the closing price of
the Company’s shares traded on the SEHK on the
date of grant; and (ii) the average closing price of
the Company’s shares traded on the SEHK for the
5 business days immediately preceding the date of
grant.

(9) Remaining life of the scheme:

The scheme shall be valid and effective for a period
of 10 years commencing from 27 May 2015 and
expiring at the close of 26 May 2025.

No share options had been granted under the DSFH
Share Option Scheme from the date of its adoption to
31 December 2022. The number of the share options
available for grant under the DSFH Share Option Scheme
as at both 1 January 2022 and 31 December 2022 was
15,978,755.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (continued)

(@) The Company (Continued)

1. Share award scheme

The Board of the Company approved and adopted a share

award scheme (the “DSFH Share Award Scheme”) on

9 September 2021, which was further updated and
amended on 30 March 2022.

In accordance with the requirements of the Listing Rules, a

summary of the DSFH Share Award Scheme is disclosed as

follows:

(1)

Purpose of the scheme:

The purpose of the scheme is to recognise the
contribution or value of certain participants and to
motivate and incentivize them in furtherance of the
long-term business objectives of the Group.

Participants of the scheme:

Any director or employee of the Company or any
other member of the Group is eligible to participate in
the scheme.

Total number of shares available for grant under the
scheme and percentage of total number of issued
shares as at the date of this Report of the Directors:

The total number of shares that may be granted
shall not exceed 9,600,000 shares (the “DSFH
Award Shares”), representing approximately 3% of
the total number of issued shares of the Company
as at the date of this Report of the Directors. Under
the scheme, the trustee may acquire issued shares
on-market and/or subscribe new shares from the
Company and hold the DSFH Award Shares upon
trust for selected participants during the trust period.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (continued)

(@) The Company (Continued)

1. Share award scheme (Continued)

(4)

Maximum entitlement of each participant under the
scheme:

The total number of the DSFH Award Shares granted
to each participant shall not exceed 1,600,000 shares
from time to time.

Vesting period of awards granted:

The vesting period, criteria and other conditions
is determined by the Board of the Company or its
delegate, and are specified in the award letter when
related share awards are granted.

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

Nil.

Basis of determining the purchase price of shares
awarded:

Nil.
Remaining life of the scheme:
The scheme shall be valid and effective for a term of

10 years commencing from 9 September 2021 and
expiring at the close of 8 September 2031.
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RRRREREEE 2 RD 58 0 SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (continued)
() &8 @ (a) The Company (Continued)
. R 5ZEE (%) Il.  Share award scheme (Continued)
BB IR 2 R R R Particulars of share awards granted under the scheme and
BMEDWMERE 2 ERDT : information that is required to be disclosed in accordance

with the Listing Rules are set out below:

AT ERERROHE
Number of DSFH Award Shares
#2025 20225 R 20225 20225 R R2022% FEHO
1818 BHo BE  HE/&H 12A31A B4R Vesting
55 Granted Vested Cancelled/ %5  Date of grant period
Held at during during lapsed Heldat (B/B/%) (B/B/§)
ABA Grantee 1112022 2022 2022 during2022  31/12/2022 (DY) (DY)
TERR Substantial Shareholder
TR Harold Tsu-Hing Wong - 86,100 - - 86,100 06/12/2022  06/12/2022 -
06/12/2027
miugsRAALEED Aggregate of four highest - 72,700 - - 72700 06/12/2022  06/12/2022 -
paid individuals @ 06/12/2027
HitEEAEw Aggregate of other - 218,400 - - 218400 061122022  06/12/2022 -
employees® 06/12/2027
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SHARE SCHEMES OF THE COMPANY AND ITS

ASSOCIATED

CORPORATION (continued)

(@) The Company (Continued)

1. Share award scheme (Continued)

Notes:

™

Share awards are vested in 5 equal tranches between the
first and fifth anniversaries from the date of grant.

A substantial shareholder of the Company whose interest in
share awards shown above was one of the five highest paid
individuals during 2022.

Share awards were granted to certain employees of the
Company, who are directors or employees of the Company
or other member of the Group.

On 6 December 2022, the Company granted a total of
377,200 DSFH Award Shares. The closing price of the
shares of the Company on 5 December 2022 (being the
business day immediately before 6 December 2022 on which
the DSFH Award Shares were granted) was HK$18.02 per
share. The award shares granted are existing issued shares
to be acquired by the trustee of the DSFH Share Award
Scheme from the market.

Details of the computation of the fair value of awards at
the date of grant and the accounting standard and policy
adopted are shown in Note 45 to the consolidated financial
statements.

The number of share awards available for grant under the
DSFH Share Award Scheme as at 1 January 2022 and
31 December 2022 was 3,200,000 (revised to 9,600,000 on
30 March 2022) and 9,222,800 respectively.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (continued)

(b) Dah Sing Banking Group Limited, a majority owned
subsidiary of the Company

. Share option scheme

The respective shareholders of the Company and Dah Sing
Banking Group Limited (“DSBG”) approved the adoption of
a share option scheme of DSBG (the “DSBG Share Option
Scheme”) on 27 May 2014.

In accordance with the requirements of the Listing Rules, a
summary of the DSBG Share Option Scheme is disclosed as
follows:

(1)  Purpose of the scheme:

The purpose of the scheme is to attract, motivate
and retain high quality executives to contribute to the
business and growth of DSBG group of companies.

(2) Participants of the scheme:

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

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

The number of shares available for issue under the
scheme is 70,076,781 shares, representing 4.99% of
the total number of issued shares of DSBG as at the
date of this Report of the Directors.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

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

l. Share option scheme (Continued)

(4)

Maximum entitlement of each participant under the
scheme:

No share 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 share options granted to him in the
12-month period up to and including the offer date of
relevant share options, exceed 1% of the shares in
issue at such date. Any grant of further share options
above the limit shall be subject to the provisions of
the scheme and the Listing Rules as amended from
time to time.

Period within which the option may be exercised by
the grantee:

The exercise period is determined by the Nomination
and Remuneration Committee on behalf of the Board
of DSBG, and is specified when related share options
are granted. Shares under the share options must be
taken up within 10 years from the date of grant. All
the existing share options granted under the scheme
shall be exercisable upon vesting in 5 equal tranches
between the first and fifth anniversaries from the date
of grant.

Vesting period of options granted:

The vesting period is determined by the Nomination
and Remuneration Committee on behalf of the Board
of DSBG, and is specified when related share options
are granted. None of the existing share options under
the scheme shall be exercisable within 1 year from
the date of grant.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (continued)

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

l. Share option scheme (Continued)

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

(8) Basis of determining the exercise price of options
granted:

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 17.03E
of the Listing Rules and is determined as no less than
the higher of (i) the closing price of DSBG’s shares
traded on the SEHK on the date of grant; and (ii) the
average closing price of DSBG’s shares traded
on the SEHK for the 5 business days immediately
preceding the date of grant.

(9) Remaining life of the scheme:
The 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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AABREABEEE 2RO B @ SHARE SCHEMES OF THE COMPANY AND ITS

ASSOCIATED CORPORATION (continued)

(Z) XARTEMBAT — KEHBTEEE (b) Dah Sing Banking Group Limited, a majority owned

PR A 7] (&) subsidiary of the Company (Continued)
I IE 2 () . Share option scheme (Continued)
KR ITE B R 2 Y R The particulars of interests in options to subscribe for
LRI AR ITER LB G > ordinary shares of DSBG granted under the DSBG Share
R R BT ERE Y B Option Scheme and information that is required to be
JUNNE disclosed in accordance with the Listing Rules are set out
below:
ABEIE 2 AHRTEERGHE
Number of DSBG’s shares underlying the options
R20225 02FR  R2022%F e e
1A1R 202FR  2022FR  HH/%%  12A831A Exercise RitiA Exercise
B8 & fif  Cancelled/ 58 price Grant date period
Heldat  Granted  Exercised lapsed Held at (%) (A/R/8) (A/R/%)
ERA Grantee 11/2022 during 2022  during 2022 during 2022  31/12/2022 (HKS) (D/NFY) (DY)
Bz Director
Tiez Gary Pak-Ling Wang 450,000 - - - 450,000 18.24 26/04/2018  26/04/2019 -
26/04/2024
HitflEE4%®  Aggregate of other 750,000 - - - 750,000 18.24 26/04/2018  26/04/2019 -
employees® 26/04/2024
i Notes
() FrERIEAINEITEE RS2 (1) All the existing share options granted under the DSBG

TR 2 RBAERRT BT E1E
EESEBENSHFHRBEAT
LATTfE ©

REREDETETAERER - ®
#Ek%ﬁﬁiﬁiﬁllg CEME R

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

Share options were granted to certain eligible employees,
who are directors, senior executives or officers of major
operating subsidiaries of DSBG.

AIMES - ERASRBE -
et o (3)  Details of the computation of the fair value of options at
®3) Gl “Hf?yﬂiﬂ E ME AT EE the date of grant and the accounting standard and policy
AR R TR RBR 2 &

TEFIERN R A MR M E45 o

202241 81H &2022&12)% 31H

RIBAFIRTTE

u/u HX *‘E u+ i'J T TX ﬁ

adopted are shown in Note 45 to the consolidated financial
statements.

The number of share options available for grant under the
DSBG Share Option Scheme as at both 1 January 2022

RS S B 15 568,876,781 ° and 31 December 2022 was 68,876,781.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

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

1.

Share award scheme

The Board of DSBG approved and adopted a share

award scheme (the “DSBG Share Award Scheme”) on
9 September 2021 (the “Adoption Date”).

In accordance with the requirements of the Listing Rules, a

summary of the DSBG Share Award Scheme is disclosed as

follows:

(1)

Purpose of the scheme:

The purpose of the scheme is to recognise the
contribution or value of certain participants and to
motivate and incentivize them in furtherance of the
long-term business objectives of the DSBG group of
companies.

Participants of the scheme:

Eligible participants of the scheme included any
director or employee of DSBG or any other member
of the DSBG group of companies.

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

The total number of shares that may be awarded
shall not exceed 42,000,000 shares (the “DSBG
Award Shares”), representing approximately 3% of
the total number of issued shares of DSBG as at
the date of this Report of the Directors. Under the
scheme, the trustee may acquire issued shares on-
market and/or subscribe new shares from DSBG and
hold the DSBG Award Shares upon trust for selected
participants during the trust period.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (continued)

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

1.

Share award scheme (Continued)

(4)

Maximum entitlement of each participant under the
scheme:

The total number of the DSBG Award Shares granted
to each participant shall not exceed 7,000,000 shares
from time to time.

Vesting period of awards granted under the scheme:

The vesting period, criteria and other conditions is
determined by the Board of DSBG or its delegate,
and are specified in the award letter when related
share awards are granted.

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:

Nil.

Basis of determining the purchase price of shares
awarded:

Nil.
Remaining life of the scheme:
The scheme shall be valid and effective for a term of

10 years commencing from 9 September 2021 and
expiring at the close of 8 September 2031.

During the period from the Adoption Date to 31 December
2022, no Award Shares were granted under the DSBG
Share Award Scheme. The number of share awards

available for grant under the DSBG Share Award Scheme
as at both 1 January 2022 and 31 December 2022 was
42,000,000.



R SR 2R 175 R

B R R RT &) K A 1) 2R Bh AT 810 £ XA EE S -
AN )N DS AN B 3] VAR S
IR R AN 3% o

ESRBARAXEBMEBEERS -
FRENZERER

i

RERBREXFRELMER - LERNQAFES
ERMARRRENMBRAANSEZEER
5 RHREK  ARAREFHEEGHENER
YEE RN EAE AR

TERRER

2022128318 * U TAL(RREES KT
BB g 2 O BB IN R AR B K&
BRI P - FEARRRREGES BB M)
EXVEFE 33615 T 7 E MR R e w7 A
FOERSIE AN Rl AIFR M R AR -

EEEREE
REPORT OF THE DIRECTORS

EQUITY-LINKED AGREEMENTS

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

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

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

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As of 31 December 2022, 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.

HEBRTRN

By s
FRRAEE BALL®

Rz s Percentage of

Number of interests in the

2% &4 shares held/  total number of
Name Capacity Interests in shares issued shares ®

IHREE FARBERATRERAMERIEEFER

Christine Yen Wong

Deemed interests by virtue of her spouse

137,285,682 (! 42.96%"

having a notifiable interest

ELBREEERAR(NERET))
HSBC International Trustee Limited
(“HSBCIT”)

EEAREERER
Trustee and corporate interests

126,764,787 @ 39.66%"
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FERRER @ SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)
HEBTRE
By e
FrisRBEE BEALL®
[ npd: X Percentage of
Number of interests in the
8 =27 shares held/  total number of
Name Capacity Interests in shares issued shares®
FiE# EAAERRERIERERESER(EEA)
A B
Harold Tsu-Hing Wong Personal interests and deemed interests 129,679,654 ¥® 40.58%*
in shares held by HSBCIT as trustee
EEALEE#ESR
DSI Limited Trustee and corporate interests 61,205,583® 19.15%"
EFEAREE R
DSI Group Limited Trustee and corporate interests 45,068,894 14.10%*
EEAREE#R
DSI Holding Limited Trustee and corporate interests 19,914,7100) 6.23%*
EMpREE EnfEn
The Norinchukin Bank Beneficial interests 31,637,935 9.90%
RERKRE
Aberdeen Asset Management Investment manager 18,048,800 5.65%
Asia Limited

* LA_EJEZ (5T - DSI Limited * DSI Group Limited
J2DSI Holding Limited# 8 FT 51 2 # % K& £ 18
WAREVER 2 % (A0 T XXEE@) ATt ) 19 B £ =7
EFMBFAARRBIRG P ZEG - MzE2EHE
RIEERITEEEER 6 T URE - THEE
EMRENZETTEECARANRN 2 -
It BERG A 2B E - BRERETEMN
BBEBEARARRDER 2 EBHREED -
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* The interests disclosed above by each of HSBCIT, DSI Limited, DSI
Group Limited and DSI Holding Limited and deemed interests disclosed
by Harold Tsu-Hing Wong (as explained in note (3) below) relate to the
shares held by David Shou-Yeh Wong in the Company as disclosed under
the heading “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.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

Notes:

Q)

@)

Save

Such shares represent the 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 HSBCIT in trust for a family discretionary trust
of which David Shou-Yeh Wong is the settlor.

The interests of Harold Tsu-Hing Wong comprised of his (a) personal
interests in 3,490,467 shares; and (b) deemed interests in 126,189,187
shares held by trustee. Pursuant to section 322 of the SFO, Harold
Tsu-Hing Wong has a deemed interests in 126,189,187 shares held by
HSBCIT in trust for a family discretionary trust of which David Shou-Yeh
Wong is the settlor.

Interests in share awards granted by the Company is disclosed under
the section headed “Share Schemes of the Company and its Associated
Corporation”.

Such shares are mainly comprised of the interests indirectly held by DSI
Limited, DSI Group Limited and DSI Holding Limited in trust for a family

discretionary trust of which David Shou-Yeh Wong is the settlor.

The percentage of interests was calculated with reference to the total
number of issued shares of the Company as at 31 December 2022.

All the interests stated above represented long positions.

as disclosed above, as at 31 December 2022, no other persons

had any 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.
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PERMITTED INDEMNITY PROVISION

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

PURCHASE, SALE OR REDEMPTION OF SECURITIES

There was no purchase, sale or redemption by the Company, or any of
its subsidiaries, of the listed securities of the Company during the year
ended 31 December 2022.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2022.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December 2022, calculated
under sections 291, 297 and 299 of the Companies Ordinance
(Cap. 622), amounted to HK$5,883,620,000 (2021: HK$5,846,988,000).

CONNECTED TRANSACTIONS

Details of transactions with related parties of the Group for the
year ended 31 December 2022 have been set out in Note 44 to the
consolidated financial statements.

FIVE-YEAR FINANCIAL INFORMATION

The published results and the assets and liabilities of the Group for the
last 5 years are included in the section headed “Financial Summary” of
this Annual Report.
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MAJOR CUSTOMERS

During the year ended 31 December 2022, the Group derived less than
30% of interest income and other operating income from its 5 largest
customers.

SUFFICIENCY OF PUBLIC FLOAT

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

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

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

AUDITORS

The consolidated 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
Hon-Hing Wong

Managing Director and Chief Executive

Hong Kong, 31 March 2023
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DIRECTORS OF SUBSIDIARIES

REZE2022F12 A31H IEFE R EFE2023F3 A The names of the directors who have served on the boards of the

B1TH(AARRIZAFEETEMEEHH) ILH subsidiaries of the Company during the year ended 31 December 2022

M HEARRIZHWBRARESENES 2 HE and up to 31 March 2023, being the date of the Report of the Directors

N of Company for the year, are set out below:

(HE XX FHES)) (in alphabetical order)

PREESS CHAN Ha-Fong Nancy

B CHAN Ho-Tong (Tom CHAN)

PR CHAN Hoi-Kit Frederick

PRIz A CHAN lo-Meng (Vincent CHAN)

BREEF CHAN Seng-Lee

R 4 B2 CHAN Cliff Wai-Kin

BRITE CHANG Pui-Yuk Vanessa

BeRER) I CHEN Yi-Chuan (Rawson CHEN)

RN CHENG Yu-Chung (Patrick CHENG)

A& CHOW Chi-Leung Cristo

Bk E* CHOW Wing-Hong (Calvin CHOW)*

J7JKEE FONG Siu-Chung Patrick

F5JKE FUNG Siu-Ming (Philip FUNG)

D= HO Ka-Yeung Eric

S Paul Michael KENNEDY

2IxE LAU Ka-Wai Frederick

EilLlEp:s LAU Pak-Hung

FRHTIR LAW See-Chan Embrose*

TR LEE Kai-Tai (Ricky LEE)

RER LEUNG Wai-Sum (Terence LEUNG)

TR LI Richard Tsung-Yung

PRERC LIM Beng-Gin (Arthur LIM)

HIE MA Yuen-Lai Barbara

HhEfE Nicholas John MAYHEW

*mE Blair Chilton PICKERELL

EE POON Clement

75 SUEN Yat-Ming Johnny

st EH SZE Tsai-To Robert

EELE TAM Wai-Hung David

FiRZ WANG Pak-Ling Gary

Alan Robert WEATHERSTON Alan Robert WEATHERSTON

R Paul Franz WINKELMANN

=REA WONG Chit-Kwan (Vincent WONG)

WONG Edmond WONG Edmond

=R H WONG Hon-Hing (Derek WONG)

ITxE WONG Mei-Chun Phoebe

TP WONG Shou-Yeh David

F 18 5 WONG Tsu-Hing Harold

TEH WONG Wai-Nar Doris*

FED YAN Yun-Shum Grace

RIEE YU Yuk-Wing Kenneth

RnikE YUEN Yat-To (Henry YUEN)

* BERE /THETAARBHANBRARESH * Those who have resigned/ceased as a Director of the relevant
% o subsidiary(ies) of the Company.
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CONSOLIDATED INCOME STATEMENT

#Z2022412 431 H L5 /E For the year ended 31 December 2022
(LAZEBEF TA5I7R ) (Expressed in thousands of Hong Kong dollars)

BaE
Note 2022 2021
FEMA Interest income 7 7,007,942 5,176,672
FESZH Interest expense 7 (2,576,534) (1,222,447)
R EWA Net interest income 4,431,408 3,954,225
RIS E RS WA Fee and commission income 8 2,431,505 1,407,589
RIS E kMM Fee and commission expense 8 (195,544) (221,741)
FREBRASHBA Net fee and commission income 2,235,961 1,185,848
FEEWA Net trading income 9 17,385 201,488
FRE R H MU A Net insurance premium and other income 10 464,795 481,050
E @I A Other operating income 11 165,188 191,468
EEIWA Operating income 7,314,737 6,014,079
REBRE RS EFE Net insurance claims and expenses 12 (318,949) (337,802)
MR R REZEERA Total operating income net of insurance
claims 6,995,788 5,676,277
EIEX Operating expenses 13 (3,166,266)  (3,205,522)
HIBRBE R B A 2 & E 5T Operating profit before impairment losses 3,829,522 2,470,755
EEREEE Credit impairment losses 16 (804,112) (372,305)
HRETREREEEEZ Operating profit before gains and losses on
Wi R EEA 2 & ERF certain investments and fixed assets 3,025,410 2,098,450
HEH M EE B E 2 FEE Net loss on disposal of other fixed assets (2,451) (8,934)
WEMERNTERAR 2 FEE Net loss on fair value adjustment of investment
\ - properties (62,092) (10,642)
HENAFEE BHZE) AHM  Net gain on disposal of financial assets at fair
FERENSRE E 2 FIE value through other comprehensive income - 4,993
ﬁ’%l«/@%ﬁﬁ%ﬁ$§uﬁ§ﬁ’7% BMEEZ Net gain on disposal of financial assets at
FUES amortised cost 24 -
JEIREEE AR 2 A Share of results of an associate 656,691 697,954
P& N AR E OREEE Impairment loss on the investment in
\ ) an associate 26 (1,683,000) (726,000)
RELERENFIRE B8 Loss on deemed disposal of investment in
an associate (10) (31,202)
JEIE R G B 2 245 Share of results of jointly controlled entities 29,879 33,060
BRBE AR Profit before taxation 1,964,451 2,057,679
A Taxation 17 (380,746) (322,927)
FERA Profit for the year 1,583,705 1,734,752
DB - Attributable to:
$ Gl Shareholders of the Company 1,171,373 1,308,404
R YEHIRERR R Non-controlling interests 412,332 426,348
FERF Profit for the year 1,583,705 1,734,752
SRER Earnings per share
N Basic 19 HK$3.67 HK$4.09
3] Diluted 19 HK$3.43 HK$4.09
FI9BEEFE3M B 7RG BRIz — The notes on pages 119 to 341 are an integral part of these
B o consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

B E2022912 318 |LF[E For the year ended 31 December 2022
(LAVEEEF TAz517R) (Expressed in thousands of Hong Kong dollars)

2022 2021
FERA Profit for the year 1,583,705 1,734,752
FEEHMEZE(ER) WE Other comprehensive (loss)/income for the year
AIREEEF N EELRAWERAIEE ©  Items that may be reclassified to the consolidated
income statement:
BEHEE Investments in securities
AR EFEBEZS T AEMEME  Net change in fair value of debt instruments at fair
WEMEFRTAZ AFEZEFE value through other comprehensive income (834,505) 69,115
GRS S DAEIRNESE AT 2 Share of other comprehensive (loss)/income of an
Himzm(EE) e associate accounted for using the equity method (226,037) 44,040
NAFEFZBEHEEET AEMEE  Net change in allowance for expected credit losses
WamEB TAZ BEEEE of debt instruments at fair value through other
MG E) TR comprehensive income 7,093 7,347
FUWERE R RER R RS R Net gain realised and transferred to consolidated
income statement upon:
—HENRAFEE B HES) — Disposal of debt instruments at fair value through
STARM G 2 BB TA other comprehensive income - (4,993)
B bt 7 IRIETR 1A Deferred income tax related to the above 132,617 (11,991)
(920,832) 103,518
BREFIMEBI IS RERNEL ZR Exchange differences arising on translation of the
financial statements of foreign entities (719,178) 207,165
TEEMHEZHGAKERNIER © Items that will not be reclassified to the consolidated
income statement:
UAFEFEBEZS:T AHEMEME  Net change in fair value of equity instruments at fair
WammgEmE TA 2 AFEZS))FRE  value through other comprehensive income (223,916) 609,613
B b 2 IRET 18 Deferred income tax related to the above 69,212 (34,737)
(154,708) 574,876
MBHIBER 2 FEEM2M(EE),~  Other comprehensive (loss)/income for the year,
Was net of tax (1,794,714) 885,559
HNBRHEAZEE2E(EE), KE  Total comprehensive (loss)/income for the year,
zE net of tax (211,009) 2,620,311
HECWAT Attributable to:
782 5 | S SR Non-controlling interests 133,323 507,422
ZAYNS S Shareholders of the Company (344,332) 2,112,889
HNBRBEEZEEZE(EE), WE  Total comprehensive (loss)/income for the year,
L] net of tax (211,009) 2,620,311

F1198 &

#B e

R BEREGRAF 2022F F 3,

FIMEZME IR GREMBIRERZ —

consolidated financial statements.

The notes on pages 119 to 341 are an integral part of these
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

2022412 H31H As at 31 December 2022
(LAZEBEF TA5I7R ) (Expressed in thousands of Hong Kong dollars)

B
Note 2022 2021
gE ASSETS
B RIRITHEEH Cash and balances with banks 20 18,689,646 12,791,862
FERIT1E 1218 AN B ERTF R Placements with banks maturing between one and
twelve months 10,143,916 4,613,803
FEBERENES Trading securities 21 562,161 4,425,384
AT EFEEEZETABRENESHMERE Financial assets at fair value through profit or loss 21 622,068 609,266
ITESBTA Derivative financial instruments 22 3,901,236 635,852
BHEHR R AR Advances and other accounts 23 143,831,680 153,369,713
AR TER 2 B EZ 8T AR M Financial assets at fair value through other
THRENEREE comprehensive income 24 42,046,836 46,398,268
AR AR SR EE Financial assets at amortised cost 25 32,941,710 24,592,503
BENRIRE Investment in an associate 26 2,159,290 4,230,951
HEERIEERE Investments in jointly controlled entities 27 123,072 114,373
Bk Goodwill 29 785,774 785,774
BVEAE Intangible assets 29 92,390 80,927
NENEMETEE Premises and other fixed assets 30 2,897,676 3,051,205
REME Investment properties 31 782,816 760,256
EERBEEE Deferred income tax assets 38 266,415 70,852
BEAR Total assets 250,846,686 256,530,989
=1 LIABILITIES
RITFER Deposits from banks 4,112,493 1,703,197
TEEMI A Derivative financial instruments 22 997,637 1,425,365
BREBEERSEMEE Trading liabilities 33 730,491 1,511,927
BPER Deposits from customers 34 198,574,909 194,921,713
BT RE Certificates of deposit issued 35 4,228,983 6,589,717
BEER Subordinated notes 36 3,801,495 4,128,446
HAnfR 8 NIER Other accounts and accruals 37 9,888,937 8,169,362
BIEATRIA B & Current income tax liabilities 297,641 162,365
EETRIABE Deferred income tax liabilities 38 59,552 92,550
=l CH Total liabilities 222,692,138 218,704,642
B EQUITY
BRI R Non-controlling interests 7,634,175 7,633,965
ERRRRELER Equity attributable to the Company’s
shareholders
LZN Share capital 40 4,248,559 4,248,559
Hibf#E (BEREEH) Other reserves (including retained earnings) 41 25,271,814 25,943,823
RRES Shareholders’ funds 29,520,373 30,192,382
B@EE Total equity 37,154,548 37,826,347
EREREaEEs Total equity and liabilities 259,846,686 256,530,989
EEEN2023F3 931 B ERIFEREM Approved and authorised for issue by the Board of Directors on 31
March 2023.
EX (=) =E® Gary Pak-Ling Wang Hon-Hing Wong
EF ey irig Director Managing Director
BB EFEIMN B W I ARGAE M ETHRE 2 — The notes on pages 119 to 341 are an integral part of these
B o consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

B E2022912 318 |LF[E For the year ended 31 December 2022
(LAVEEEF TAz517R) (Expressed in thousands of Hong Kong dollars)

ADFARREMERER
Attributable to the shareholders
of the Company
R
BRER
Bx  HitfE  RERA Non-  E#HAG
Share Other Retained  controlling Total
capital reserves earnings interests equity

2022F1 A1 A& Balance at 1 January 2022 4,248,559 2,699,151 23,244,672 7,633,965 37,826,347
FEHA Profit for the year - - 1,171,373 412,332 1,583,705
FRHEMEZEERE Other comprehensive loss for the year - (1,515,705) - (279,009) (1,794,714)
PARRAE SZ 5t AR 10 1 A EL T SR B Provision for equity-settled share-based

LB compensation - 399 - 60 459
PR IHERE  EFHBEMATE  Reclassification of net change in fair value

FEAEEH AR ERR of equity instruments at fair value through

MR TA A FEZHFE other comprehensive income upon

derecognition - (392,898) 392,898 - -

REREEIMERIE T AR Reserves arising from distribution payment

I of additional equity instruments - - 10,674 (10,674) -
—EMER AR EIERE Dividend paid to non-controlling interests

RERE of a subsidiary - - - (122,499) (122,499)
20214 RERE 2021 final dividend - - (233,200) - (233,290)
2022F HHIR S 2022 interim dividend - - (105,460) - (105,460)
202251231 AR Balance at 31 December 2022 4,248,559 790,947 24,480,867 7,634,175 37,154,548

116  K¥HemEEERAQA 2022F F




RARmEER
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

#Z2022412 431 H L5 /E For the year ended 31 December 2022
(LAZEBEF TA5I7R ) (Expressed in thousands of Hong Kong dollars)

ARRREE R
Attributable to the shareholders
of the Company
R
BRE
BA HieRE  REERN Non-  E&HAE
Share Other Retained  controlling Total
capital reserves earnings interests equity
202151 A1B&# Balance at 1 January 2021 4248559 2,091,061 22046450 7,304,899 35,690,969
FEEF Profit for the year - - 1,308,404 426,348 1,734,752
FEAMZEKE Other comprehensive income for the year - 804,485 - 81,074 885,559
PARRIESZ (AR 0 1 B S B Provision for equity-settled share-based
BB REA compensation - 357 - 122 479
ABAAER 2 SR Reserve release upon liquidation of
a subsidiary - - - (15,296) (15,296)
WEEHB R AR EHIERR Acquisition of non-controlling interests of
subsidiaries - - - (37,298) (37,298)
PR IHERE  EFTHEMATE  Reclassification of net change in fair value
FEREEEEH AL MEERE of equity instruments at fair value through
AR TAZ R FEZHTFE other comprehensive income upon
derecognition - (198,801) 198,801 - -
REREBIIMERIETAFUBZFE  Reserves arising from distribution payment
of additional equity instruments - - 10,591 (10,591) -
FRBREEMERE T AR Reserves arising from reclassification of
ZRE premises to investment properties - 2,049 - - 2,049
—fEME R AL ERE Dividend paid to non-controlling interests
KBRS of a subsidiary - - - (115,293)  (115,293)
20206 KBS 2020 final dividend - - (214,114) - (214,114)
2021 FHERE 2021 interim dividend - - (105,460) - (105,460)
2021612431 A& # Balance at 31 December 2021 4248559 2,699,151 23244672 7,633,965 37,826,347
BB EFEM B 7 I ARG ERREZ — The notes on pages 119 to 341 are an integral part of these
24y o consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

B E2022912 318 |LF[E For the year ended 31 December 2022
(LAVEEEF TAz517R) (Expressed in thousands of Hong Kong dollars)

b
Note 2022 2021
RETHRERE Cash flows from operating activities
wEEERA (TR E F5E Net cash from/(used in) operating activities 42(a) 5,683,163  (2,504,453)
RETBHZRERE Cash flows from investing activities
BEREMELREMETEE Purchase of investment properties and other
fixed assets (269,478) (309,051)
P /a8 A RS A& (M) ERAE SRR R Repayment of capital to non-controlling
EERA interests of a subsidiary upon liquidation - (15,297)
ﬁ%ﬁﬁﬂlmé?ﬁﬁ SR Proceeds from disposal of other fixed assets 214 229
B UL R I 58 R A R R Dividend received from jointly controlled
entities and associate 230,664 230,578
KEEBMAR & FE Net cash used in investing activities (38,600) (93,541)
RMETBHCRERE Cash flows from financing activities
BREERS Repayment of subordinated notes 42(c) - (1,949,775)
BITIREER Issue of subordinated notes 42(c) - 2,320,246
HEBBZNRK Payment of lease liabilities (149,640) (190,498)
SR B EITREER Interest paid on subordinated notes and debt
REBERZHE securities issued 42(c) (164,342) (170,924)
— BT B8 2 B rm) L2 4% I R AR R Dividend paid to non-controlling interests of
IREEAR B a subsidiary (122,499) (115,293)
KB RN 2 & mARAR S Dividend paid on ordinary shares of the
Company (338,750) (319,574)
YRR B A B 2 DR IR AR 3R Acquisition of non-controlling interests of
subsidiaries - (46,708)
BMEEBARSFRE Net cash used in financing activities (775,231) (472,526)
HeERERKRSEEEM (L) FHE Netincrease/(decrease) in cash and cash
equivalents 4,869,332 (3,070,520)
FYRe RERBREIER Cash and cash equivalents at beginning of the
year 16,849,228 19,933,665
MEREHE & Effect of foreign exchange rate changes (290,904) (13,917)
FREERERRELER Cash and cash equivalents at end of the
year 42(b) 21,427,656 16,849,228
BB EFEMI B 2 W ARG EREZ — The notes on pages 119 to 341 are an integral part of these
5 o consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. —RgER

AT EeMEBARAR(AREF]) BEKE QA
(BRI AEEDEDE R NP BERHERT
R - R R EAARRARTS o

AARD—EEESEMOREZEBRAR - 2
bt A FE S ET 2 KB R2485 K FT & @ L
261% ©

BB AR AR A T IR R A S B T i
PR - WEF2023FE3 31 HES S HEREK -

2. FESHBEHE

AT BEEAHERRARAZ TR SR -
BRBEAIN  EREMBFEMRAE - -

21 RREE

AEBEBZGREVBBRERIERELSSHMAS(E
BT AE ) FMEM 2 BBV BIRELER(E
BEISIRE R - AREENEST SRS E
B - EASFEA([EB ST ER D) ARERE
ZHE) - EBRERRMNZ FEIRAREAR A
PlEEe22E MAREL -

tERE MM KRTRBEL R AT RERE - I
MIRAFEIIRZRB BEREME - UATE
SAEREEFF ARBEEKE (AR FERE
BHEHFIAHMBEZERSE DNSHEE « FF
BEEAZZeRMEERSRABMARTFETE
BEBFHFABaNeREERSRBE(RIEN
ETR)ZBfMIEHFE -

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

1. GENERAL INFORMATION

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 26th Floor, Dah Sing
Financial Centre, No. 248 Queen’s Road East, 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 31 March 2023.

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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

2.1 Basis of preparation

The consolidated financial statements of the Group have been
prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs” is a collective term which includes individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASSs”) 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 Cap. 622.

These consolidated financial statements have been prepared under the
historical cost convention, as modified by the revaluation of investment
properties, financial assets at fair value through other comprehensive
income (“FVOCI”), financial assets and financial liabilities held for
trading, and financial assets and financial liabilities (including derivative
instruments) at fair value through profit or loss, which are carried at fair
value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

2. FESHBEHMEm

2.1 mEE%Eu@m
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TE EEEMGEBENRIRFEBRERAS
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AEUBMRFEEARN 2 BRR BT - ToR M a4
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TKERAY 2 7 RASIEET R
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BEELIEVBRARNBIERREK) KA
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AMERME B8 /E TR - SRR RERR
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RERHEEHESRBAEA - it - &
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (Continued)

The preparation of consolidated financial statements in conformity with
HKFRSs requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in applying the
Group’s accounting policies. Changes in assumptions may have a
significant impact on the consolidated financial statements in the period
the assumptions change. Management believes that the underlying
assumptions are appropriate and that the consolidated 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 and interpretations not
yet adopted

HKFRS 17, “Insurance contracts”

Under HKFRS 17, the general model requires entities to measure
an insurance contract at initial recognition at the total of the
fulfilment cash flows (comprising the estimated future cash flows,
an adjustment to reflect the time value of money and an explicit
risk adjustment for non-financial risk) and the contractual service
margin. The fulfilment cash flows are remeasured on a current
basis in each reporting period. The unearned profit (contractual
service margin) is recognised over the coverage period.

Aside from this general model, the standard provides, as a
simplification, the premium allocation approach. This simplified
approach is applicable for certain types of contract, including
those with a coverage period of one year or less.

For insurance contracts with direct participation features, the
variable fee approach applies. The variable fee approach is a
variation on the general model. When applying the variable fee
approach, the entity’s share of the fair value changes of the
underlying items is included in the contractual service margin.
As a consequence, the fair value changes are not recognised in
income statement in the period in which they occur but over the
remaining life of the contract.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.1

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (Continued)

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

HKFRS 17, “Insurance contracts” (Continued)

On 25 June 2020, the International Accounting Standards Board
(“IASB”) issued amendments to International Financial Reporting
Standards (“IFRS”) 17 to defer the effective date of IFRS 17 to
annual reporting periods beginning on or after 1 January 2023
and introduce other changes to:

. simplify some of the requirements;

o make financial performance easier to explain; and

o ease transition by providing additional transition reliefs.

In October 2020, the HKICPA'’s Financial Reporting Standards
Committee finalised endorsement of, and issued, equivalent
Amendments to HKFRS 17, with an effective date of 1 January
2023. A transition option is added to address the possible
accounting mismatches between financial assets and insurance
contract liabilities in the comparative information presented on
initial application of IFRS 17. The Group is assessing the impacts
on the Group’s financial statements.

There are no other HKFRSs or interpretations that are effective from

1 January 2022 or not yet effective that would be expected to have a

material impact on the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

2. IESHBEHMEm
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation

The consolidated financial statements include the financial statements
of the Company and all its subsidiaries made up to 31 December.

(a) 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. ldentifiable assets acquired
and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the
acquisition date. On an acquisition-by-acquisition basis, the
Group recognises any non-controlling interest in the acquiree
either at fair value or at the non-controlling interest’s proportionate
share of the acquiree’s net assets.

The excess of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the acquisition-date
fair value of any previous equity interest in the acquiree over
the fair value of the Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the total of consideration
transferred, non-controlling interest recognised and previously
held interest measured is less than the fair value of the net assets
of the subsidiary acquired in the case of a bargain purchase, the
difference is recognised directly in the consolidated statement of
comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Consolidation (continued)
(a) Subsidiaries (Continued)

Inter-company transactions, balances and unrealised gains
on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the
Group.

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

(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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Consolidation (continued)
(c) Associates

Associates are all entities over which the Group has significant
influence but not control. Investments in associates are
accounted for using the equity method of accounting and are
initially recognised at cost. The Group’s investment in an associate
includes goodwill (net of any accumulated impairment loss)
identified on acquisition.

The Group’s share of its associates’ post-acquisition profits or
losses is recognised in the consolidated 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 consolidated
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
consolidated income statement.

In the Company’s statement of financial position, the investments
in associates are stated at cost less provision for impairment
losses. The results of associates are accounted for by the
Company on the basis of dividends received and receivable.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)
(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.

2.3 Interest income and expense

Interest income and expense are recognised in the consolidated
income statement for all debt instruments measured at amortised cost
and fair value through other comprehensive income 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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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Fee and commission income and expense

Fee and commission income from contracts with customers is
measured based on the consideration specified in a contract with a
customer. The Group recognises revenue when it transfers control over
a service to a customer.

Fees for ongoing account management, custody services and other
servicing fees that are continuously provided over an extended period
of time are recognised on systematic basis over the period the service is
provided.

Revenue related to transaction-based arrangements such as
interchange, broking services and import or export services is
recognised at the point in time when the transaction takes place.

2.5 Dividend income

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

2.6 Financial assets and liabilities

Measurement methods

Amortised cost and effective interest rate

The amortised cost is the amount at which the financial asset or
financial liability is measured at initial recognition minus the principal
repayments, plus or minus the cumulative amortisation using the
effective interest method of any difference between that initial amount
and the maturity amount and, for financial assets, adjusted for any loss
allowance.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (Continued)
Measurement methods (Continued)
Amortised cost and effective interest rate (Continued)

The effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the
financial asset or financial liability to the gross carrying amount of a
financial asset (i.e. its amortised cost before any impairment allowance)
or to the amortised cost of a financial liability. The calculation does
not consider expected credit losses and includes transaction costs,
premiums or discounts and fees and points paid or received that are
integral to the effective interest rate, such as origination fees. For
purchased or originated credit-impaired financial assets (assets that
are credit-impaired at initial recognition) the Group calculates the
credit-adjusted effective interest rate, which is calculated based on
the amortised cost of the financial asset instead of its gross carrying
amount and incorporates the impact of expected credit losses in
estimated future cash flows.

When the Group revises the estimates of future cash flows, the carrying
amount of the respective financial asset or financial liability is adjusted
to reflect the new estimate discounted using the original effective
interest rate. Any changes are recognised in profit or loss.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (Continued)
Measurement methods (Continued)
Initial recognition and measurement

Financial assets and financial liabilities are recognised when the
entity becomes a party to the contractual provisions of the instrument.
Regular way purchases and sales of financial assets are recognised on
trade-date, the date on which the Group commits to purchase or sell
the asset.

At initial recognition, the Group measures a financial asset or financial
liability at its fair value plus or minus, in the case of a financial asset
or financial liability not at fair value through profit or loss, transaction
costs that are incremental and directly attributable to the acquisition
or issue of the financial asset or financial liability, such as fees and
commissions. Transaction costs of financial assets and financial
liabilities carried at fair value through profit or loss are expensed in
profit or loss. Immediately after initial recognition, an expected credit
loss (“ECL”) allowance is recognised for financial assets measured
at amortised cost and investments in debt instruments measured at
FVOCI which results in an accounting loss being recognised in profit or
loss when an asset is newly originated.

When the fair value of financial assets and liabilities differs from the
transaction price on initial recognition, the Group recognises the
difference as follows:

(@) When the fair value is evidenced by a quoted price in an active
market for an identical asset or liability (i.e. a Level 1 input)
or based on a valuation technique that uses only data from
observable markets, the difference is recognised as a gain or
loss.

(b) In all other cases, the difference is deferred and the timing of
recognition of deferred day one profit or loss is determined
individually. It is either amortised over the life of the instrument,
deferred until the instrument’s fair value can be determined using
market observable inputs, or realised through settlement.
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(i) Classification and subsequent measurement

The Group classifies its financial assets in the following
measurement categories:

o Fair value through profit or loss (including held for trading);

o Fair value through other comprehensive income; or

o Amortised cost.

The classification requirements for debt and equity instruments
are described below:

Debt instruments

Debt instruments are those instruments that meet the definition
of a financial liability from the issuer’s perspective, such as
loans, government and corporate bonds and trade receivables
purchased from clients in factoring arrangements.

Classification and subsequent measurement of debt instruments
depend on:

o the Group’s business model for managing the asset; and

o the cash flow characteristics of the asset.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)
(i) Classification and subsequent measurement (Continued)
Debt instruments (Continued)

Based on these factors, the Group classifies its debt instruments
into one of the following three measurement categories:
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Amortised cost: Assets that are held for collection of
contractual cash flows where those cash flows represent
solely payments of principal and interest (“SPPI”), and
that are not designated at fair value through profit or loss
(“FVPL”), are measured at amortised cost. The carrying
amount of these assets is adjusted by any ECL allowance
recognised and measured as described in section (ii)
below. Interest income from these financial assets is
calculated using the effective interest rate method.

FVOCI: Financial assets that are held for collection
of contractual cash flows and for selling the assets,
where the assets’ cash flows represent SPPI, and that
are not designated at FVPL, are measured at FVOCI.
Movements in the carrying amount are taken through other
comprehensive income (“OCI”), except for the recognition
of impairment gains or losses, interest revenue and foreign
exchange gains and losses on the instrument’s amortised
cost which are recognised in profit or loss. When the
financial asset is derecognised, the cumulative gain or loss
previously recognised in OCI is reclassified from equity to
profit or loss. Interest income from these financial assets is
calculated using the effective interest rate method.

FVPL: Assets that do not meet the criteria for amortised
cost or FVOCI are measured at FVPL. A gain or loss on a
debt investment that is subsequently measured at FVPL
and is not part of a hedging relationship is recognised in
profit or loss and presented in the consolidated income
statement in the period in which it arises.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(i) Classification and subsequent measurement (Continued)
Debt instruments (Continued)

Business model: the business model reflects how the Group
manages the assets in order to generate cash flows. That is,
whether the Group’s objective is solely to collect the contractual
cash flows from the assets or is to collect both the contractual
cash flows and cash flows arising from the sale of assets. If
neither of these is applicable (e.g. financial assets are held for
trading purposes), then the financial assets are classified as
part of “other” business model and measured at FVPL. Factors
considered by the Group in determining the business model for
a group of assets include past experience on how the cash flows
for these assets were collected, how the asset’s performance
is evaluated and reported to key management personnel,
how risks are assessed and managed and how managers are
compensated. Securities held for trading are held principally for
the purpose of selling in the near term or are part of a portfolio
of financial instruments that are managed together and for which
there is evidence of a recent actual pattern of short-term profit-
taking. These securities are classified in the “other” business
model and measured at FVPL.

SPPI: Where the business model is to hold assets to collect
contractual cash flows or to collect contractual cash flows and
sell, the Group assesses whether the financial instruments’ cash
flows represent solely payments of principal and interest (the
“SPPI test”). In making this assessment, the Group considers
whether the contractual cash flows are consistent with a basic
lending arrangement (i.e. interest includes only consideration
for the time value of money, credit risk, other basic lending
risks and a profit margin that is consistent with a basic lending
arrangement). Where the contractual terms introduce exposure
to risk or volatility that are inconsistent with a basic lending
arrangement, the related financial asset is classified and
measured at FVPL.

Financial assets with embedded derivatives are considered in

their entirety when determining whether their cash flows are
SPPL.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (continued)

Financial assets (Continued)

(i) Classification and subsequent measurement (Continued)
Debt instruments (Continued)

The Group reclassifies debt investments when and only when
its business model for managing those assets changes. The
reclassification takes place from the start of the first reporting
period following the change. Such changes are expected to be
very infrequent and none occurred during the period.

Equity instruments

Equity instruments are instruments that meet the definition of
equity from the issuer’s perspective; that is, instruments that do
not contain a contractual obligation to pay and that evidence a
residual interest in the issuer’'s net assets. Examples of equity
instruments include basic ordinary shares.

The Group subsequently measures all equity investments
at fair value through profit or loss, except where the Group’s
management has elected, at initial recognition, to irrevocably
designate an equity investment at fair value through other
comprehensive income. When this election is used, fair value
gains and losses are recognised in OCI and are not subsequently
reclassified to profit or loss, including on disposal. Dividends,
when representing a return on such investments, continue to be
recognised in profit or loss as other income when the Group’s
right to receive payment is established.

Gains and losses on equity investments at FVPL are included in
the “Net trading income” in the consolidated income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (continued)

Financial assets (Continued)

(ii) Impairment

The Group assesses on a forward-looking basis the ECL
associated with its debt instrument assets carried at amortised
cost and FVOCI and with the exposures arising from loans to
customers, loan commitments and financial guarantee contracts.
The Group recognises a loss allowance for such losses at each
reporting date. The measurement of ECL reflects:

o An unbiased and probability-weighted amount that is
determined by evaluating a range of possible outcomes;

o The time value of money; and

o Reasonable and supportable information that is available
without undue cost or effort at the reporting date about past
events, current conditions and forecasts of future economic
conditions.

Impairment allowance of financial assets measured at amortised
cost is presented as a deduction from the gross carrying amount
of the assets. Impairment allowance of loan commitments and
financial guarantee contracts is recognised as a provision as
part of “Other accounts and accruals”. The carrying amount of
debt instruments measured at FVOCI is their fair value. Their
impairment allowance is recognised as part of “Investment
revaluation reserve”.

Note 3.2.2 provides more details of how the ECL allowance is
measured.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (continued)

Financial assets (Continued)

(iii) Modification of loans

The Group sometimes renegotiates or otherwise modifies
the contractual cash flows of loans to customers. When this
happens, the Group assesses whether or not the new terms are
substantially different to the original terms. The Group does this
by considering, among others, the following factors:

° If the borrower is in financial difficulty, whether the
modification merely reduces the contractual cash flows to
amounts the borrower is expected to be able to pay.

o Whether any substantial new terms are introduced, such as
a profit share/equity-based return that substantially affects
the risk profile of the loan.

. Significant extension of the loan term when the borrower is
not in financial difficulty.

. Significant change in the interest rate.
J Change in the currency the loan is denominated in.
o Insertion of collateral, other security or credit enhancements

that significantly affect the credit risk associated with the
loan.

If the terms are substantially different, the Group derecognises
the original financial asset and recognises a “new” asset at fair
value and recalculates a new effective interest rate for the asset.
The date of renegotiation is consequently considered to be the
date of initial recognition for impairment calculation purposes,
including for the purpose of determining whether a significant
increase in credit risk has occurred. However, the Group
also assesses whether the new financial asset recognised is
deemed to be credit-impaired at initial recognition, especially in
circumstances where the renegotiation was driven by the debtor
being unable to make the originally agreed payments. Differences
in the carrying amount are also recognised in profit or loss as a
gain or loss on derecognition.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (continued)

Financial assets (Continued)

(iii) Modification of loans (Continued)

If the terms are not substantially different, the renegotiation or
modification does not result in derecognition, and the Group
recalculates the gross carrying amount based on the revised
cash flows of the financial asset and recognises a modification
gain or loss in profit or loss. The new gross carrying amount is
recalculated by discounting the modified cash flows at the original
effective interest rate (or credit-adjusted effective interest rate for
purchased or originated credit-impaired financial assets).

(iv) Derecognition other than on a modification

Financial assets, or a portion thereof, are derecognised when
the contractual rights to receive the cash flows from the assets
have expired, or when they have been transferred and either
(i) the Group transfers substantially all the risks and rewards
of ownership, or (ii) the Group neither transfers nor retains
substantially all the risks and rewards of ownership and the
Group has not retained control.

The Group enters into transactions where it retains the
contractual rights to receive cash flows from assets but assumes
a contractual obligation to pay those cash flows to other entities
and transfers substantially all of the risks and rewards. These
transactions are accounted for as “pass through” transfers that
result in derecognition if the Group:

o Has no obligation to make payments unless it collects
equivalent amounts from the assets;

o Is prohibited from selling or pledging the assets; and

o Has an obligation to remit any cash it collects from the
assets without material delay.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (continued)

Financial assets (Continued)

(iv) Derecognition other than on a modification (Continued)

Collateral (shares and bonds) furnished by the Group under
standard repurchase agreements and securities lending and
borrowing transactions are not derecognised because the Group
retains substantially all the risks and rewards on the basis of the
predetermined repurchase price, and the criteria for derecognition
are therefore not met. This also applies to certain securitisation
transactions in which the Group retains a subordinated residual
interest.

When the contractual rights to receive the cash flows from the
assets have been transferred, and the Group neither transfers
nor retains substantially all the risks and rewards of ownership,
and the Group has retained control of the transferred assets, the
Group applies continuing involvement approach.

Under this approach, the Group continues to recognise the
transferred asset to the extent of its continuing involvement
and recognise the associated liability, to reflect the rights and
obligations retained by the Group. The net carrying amount of
the transferred asset and associated liability is: (a) the amortised
cost of the rights and obligations retained by the Group, if the
transferred asset is measured at amortised cost; or (b) equal to
the fair value of the rights and obligations retained by the Group
when measured on a stand-alone basis, if the transferred asset is
measured at fair value.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (continued)

Financial liabilities

(i) Classification and subsequent measurement

In both the current and prior period, financial liabilities are
classified and subsequently measured at amortised cost, except
for:

J Financial liabilities at fair value through profit or loss: this
classification is applied to derivatives, financial liabilities
held for trading (e.g. short positions in the trading booking)
and other financial liabilities designated as such at
initial recognition. Gains or losses on financial liabilities
designated at fair value through profit or loss are presented
partially in other comprehensive income (the amount of
change in the fair value of the financial liability that is
attributable to changes in the credit risk of that liability,
which is determined as the amount that is not attributable
to changes in market conditions that give rise to market
risk) and partially profit or loss (the remaining amount of
change in the fair value of the liability). This is unless such
a presentation would create, or enlarge, an accounting
mismatch, in which case the gains and losses attributable
to changes in the credit risk of the liability are also
presented in profit or loss;

J Financial liabilities arising from the transfer of financial
assets which did not qualify for derecognition, or when
the continuing involvement approach applies. When the
transfer of financial asset did not qualify for derecognition,
a financial liability is recognised for the consideration
received for the transfer. In subsequent periods, the Group
recognises any expense incurred on the financial liability;
when continuing involvement approach applies; and

J Financial guarantee contracts and loan commitments.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (continued)

Financial liabilities (Continued)

(ii) Derecognition

Financial liabilities are derecognised when they are extinguished
(i.e. when the obligation specified in the contract is discharged,
cancelled or expires).

The exchange between the Group and its original lenders of
debt instruments with substantially different terms, as well
as substantial modifications of the terms of existing financial
liabilities, are accounted for as an extinguishment of the original
financial liability and the recognition of a new financial liability. The
terms are substantially different if the discounted present value of
the cash flows under the new terms, including any fees paid net
of any fees received and discounted using the original effective
interest rate, is at least 10% different from the discounted present
value of the remaining cash flows of the original financial liability.
In addition, other qualitative factors, such as the currency that the
instrument is denominated in, changes in the type of interest rate,
new conversion features attached to the instrument and change
in covenants are also taken into consideration. If an exchange
of debt instruments or modification of terms is accounted for as
an extinguishment, any costs or fees incurred are recognised as
part of the gain or loss on the extinguishment. If the exchange or
modification is not accounted for as an extinguishment, any costs
or fees incurred adjust the carrying amount of the liability and are
amortised over the remaining term of the modified liability.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7 Financial guarantee contracts and loan commitments

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 others on
behalf of customers to secure loans, overdrafts and other banking
facilities.

Financial guarantee contracts are initially measured at fair value and
subsequently measured at the higher of:

o The amount of the loss allowance; and

. The fee received on initial recognition less income recognised
in accordance with the principles of HKFRS 15 “Revenue from
Contracts with Customers”.

Loan commitments provided by the Group are measured as the amount
of the loss allowance. The Group has not provided any commitment to
provide loans at a below-market interest rate, or that can be settled net
in cash or by delivering or issuing another financial instrument.

For loan commitments and financial guarantee contracts, the loss
allowance is recognised as a provision. However, for contracts that
include both a loan and an undrawn commitment and the Group
cannot separately identify the expected credit losses on the undrawn
commitment component from those on the loan component, the
expected credit losses on the undrawn commitment are recognised
together with the loss allowance for the loan. To the extent that the
combined expected credit losses exceed the gross carrying amount of
the loan, the expected credit losses are recognised as a provision.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8 Derivative and hedging activities

Derivatives are initially recognised at fair value on the date on which a
derivative contract is entered into and are subsequently re-measured
at fair value. All derivatives are carried as assets when fair value is
positive and as liabilities when fair value is negative.

Certain derivatives are embedded in hybrid contracts, such as
the conversion option in a convertible bond. If the hybrid contract
contains a host that is a financial asset, then the Group assesses the
entire contract as described in the financial assets section above for
classification and measurement purposes. Otherwise, the embedded
derivatives are treated as separate derivatives when:

o Their economic characteristics and risks are not closely related to
those of the host contract;

o A separate instrument with the same terms would meet the
definition of a derivative; and

o The hybrid contract is not measured at fair value through profit or
loss.

These embedded derivatives are separately accounted for at fair
value, with changes in fair value recognised in the consolidated 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 and qualifies 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 or firm commitments (fair value hedges).

The Group documents, at the inception of the hedge, the relationship
between hedged items and hedging instruments, 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derivative and hedging activities (Continued)
(a) Fair value hedge

Changes in the fair value of derivatives that are designated and
qualify as fair value hedges are recorded in the consolidated
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. If the hedge relationship no
longer meets the criteria for hedge accounting or is terminated
for reasons other than derecognition, e.g. due to repayment of
the hedged item, the unamortised carrying value adjustment
(the difference between the carrying value of the hedged item
at the time of termination and the value at which it would have
been carried had the hedge never existed) to the hedged item is
amortised to the income statement over the remaining life of the
hedged item by the effective interest method. If the hedged item
is derecognised, the unamortised carrying value adjustment is
recognised immediately in the income statement.

(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 consolidated income statement under “Net trading income —
Net gain/(loss) from derivatives entered into for trading purpose”.
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) on financial instruments at fair value
through profit or loss”.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2022

141



iR A M ERR M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

2. FESHBEHMEm

29 HESWMTA

HAERMITAEENEHALEERSERER
WHBEEZHNBREENRKBERER
SREERAGEREELE - BRFFAENER
EUBIRRR A2 o 7ETE IR B THE R 48
BEMGERREENS  ME—REHBIEF AR
WARBHEF—BEHIREL - BEBEIRE
ER - A AR EIT o

210 HEREERHZ

ERLENBLE RS (QBERE]) 2&E5mal
HzHRXSUTFRECHEHESEH EMIRT
ZEER - BITERREMRE KBRS 2 &8 -
ZaEhR((RALDERE] MBAZERET
BEEREBRTEMBRITAEPLPERRBK
e HEBRDEE L ZREENSEIERER
BERNEZEZHADRAE - BTRBIYF
FERARBESEAPBRERA

BRZEBFHREETE=FAFEBARBER
BREARKSEIBREBEEEERAI - BT
SEAAVBHRRAER - BRBFHFZHBERE
AEERZRENATFEARK -

142  K¥FemEEBERAQA 2022F F

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported
in the consolidated 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.

2.10 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 consolidated financial statements.

Securities borrowed are not recognised in the consolidated 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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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Repossessed assets

Loans on which collateral assets have been repossessed are not
derecognised and are carried in the consolidated 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”.

2.12 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 “Operating Segments”, the
Group has the following segments: Personal Banking, Corporate
Banking, Treasury and Global Markets, Overseas Banking, Insurance
Business, and Others.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.13 Foreign currency translation

(a) 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.

(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 consolidated income statement.

All foreign exchange gains and losses recognised in the
consolidated income statement are presented net in the
consolidated income statement within the corresponding item.
Foreign exchange gains and losses on other comprehensive
income items are presented in the consolidated 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 FVOCI, 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 consolidated income
statement, and those related to changes in the carrying amount,
except for impairment, are recognised in other comprehensive

income.

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 FVOCI, are included in the investment
revaluation reserve in other comprehensive income.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currency translation (Continued)
(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 consolidated 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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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.14 Premises and other fixed assets

Premises comprise mainly offices and shops. Leasehold land 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 consolidated income statement
during the financial period in which they are incurred.
- Premises Over the remaining period of lease
— Furniture, fittings, equipment Over the estimated useful lives
and motor vehicles generally between 3 and 10
years or the unexpired terms of
the lease, whichever is shorter

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 2.17).

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

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

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

The fair value of investment property reflects, among other things,
rental income from current leases and assumptions about rental income
from future leases in the light of current market conditions.

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

Changes in fair values are recognised in the consolidated income
statement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.15 Investment properties (Continued)

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

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

2.16 Goodwill and intangible assets

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

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

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

2.17 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 indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to
sell and value in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels (cash-generating units) for which there
are separately identifiable cash flows. Non-financial assets other than
goodwill that suffered an impairment are reviewed for possible reversal
of the impairment at each reporting date.

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

2.18 Current and deferred income tax

The tax expense for the period comprises current and deferred tax.
Tax is recognised in the consolidated income statement, except to
the extent that it relates to items recognised in other comprehensive
income or directly in equity. In such case, the tax is recognised in other
comprehensive income or directly in equity, respectively.

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

2.18 Current and deferred income tax (Continued)

Deferred income tax is recognised, using the liability method, on
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated 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 debt
securities at FVOCI, which is charged or credited directly to other
comprehensive income, is also credited or charged directly to
other comprehensive income and is subsequently recognised in
the consolidated income statement upon the realisation of relevant
investments.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 Employee benefits

(a) 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
(i) Share option schemes

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
consolidated 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 consolidated 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 Employee benefits (Continued)

(b) Share-based compensation (Continued)
(ii) Share award schemes

For award shares under the Share Award Scheme, the amount
to be expensed as share-based compensation expenses is
determined by reference to the fair value of the award shares
granted, taking into account all non-vesting conditions associated
with the grants on grant date. The total expenses is recognised
over the relevant vesting periods or on the grant date if the shares
vest immediately, with a corresponding credit to the “Shared-
based compensation reserve” in the shareholders’ funds.

For those awarded shares which are amortised over the vesting
periods, the Group reviews its estimates of the number of award
shares that are expected ultimately vest based on the vesting
conditions at the end of each reporting period. Any resulting
adjustment to the cumulative amount recognised in prior years is
charged or credited to share-based compensation expenses in
the current year, with a corresponding adjustment to “Share-based
compensation reserve”.

Where award shares are acquired by the Share Award Scheme
from the market or by electing for scrip in lieu of cash dividends,
the total consideration of acquired from the market (including any
directly attributable costs) or under the scrip dividend scheme
is presented as “Shares held for share award scheme” and
deducted from total equity.

Upon vesting, the related costs of the vested award shares
purchased from the market and shares acquired from reinvesting
cash dividends or received under the scrip dividend scheme
(dividend shares) are credited to “Shares held for share award
scheme”, with a corresponding decrease in “Share-based
compensation reserve” for the purchased shares, and decrease
in retained earnings for the dividend shares.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 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.

2.20 Provisions

Provisions 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. 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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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.21 Leases

Leases are recognised as a right-of-use asset and a corresponding
liability at the date at which the leased asset is available for use by the
Group.

Contracts may contain both lease and non-lease components. The
Group allocates the consideration in the contract to the lease and non-
lease components based on their relative stand-alone prices. However,
for leases of real estate for which the Group is a lessee, it has elected
not to separate lease and non-lease components and instead accounts
for these as a single lease component.

Assets and liabilities arising from a lease are initially measured on a
present value basis. Lease liabilities include the net present value of
the following lease payments:

fixed payments (including in-substance fixed payments), less any
lease incentives receivable,

variable lease payments that are based on an index or a
rate, initially measured using the index or rate as at the
commencement date, if any

amounts expected to be payable by the Group under residual
value guarantees, if any

the exercise price of a purchase option if the Group is reasonably
certain to exercise that option, and

payments of penalties for terminating the lease, if the lease term
reflects the Group exercising that option.

Lease payments to be made under reasonably certain extension
options are also included in the measurement of the liability.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Leases (Continued)

The lease payments are discounted using the interest rate implicit in
the lease. If that rate cannot be readily determined, which is generally
the case for leases in the Group, the lessee’s incremental borrowing
rate is used, being the rate that the individual lessee would have to pay
to borrow the funds necessary to obtain an asset of similar value to the
right-of-use asset in a similar economic environment with similar terms,
security and conditions.

To determine the incremental borrowing rate, the Group:

. where possible, uses recent third-party financing received by the
individual lessee as a starting point, adjusted to reflect changes
in financing conditions since third party financing was received,

o uses a build-up approach that starts with a risk-free interest rate
adjusted for credit risk for leases held by the Group, which does

not have recent third party financing, and

o makes adjustments specific to the lease, e.g. term, country,
currency and security.

Lease payments are allocated between principal and finance cost. The
finance cost is charged to profit or loss over the lease period so as to
produce a constant periodic rate of interest on the remaining balance of
the liability for each period.

Right-of-use assets are measured at cost comprising the following:

3 the amount of the initial measurement of lease liability,

o any lease payments made at or before the commencement date
less any lease incentives received,

. any initial direct costs, and
U restoration costs.

Right-of-use assets are generally depreciated over the shorter of the
asset’s useful life and the lease term on a straight-line basis.

Payments associated with short-term leases and all leases of low-value
assets are recognised on a straight-line basis as an expense in profit
or loss. Short-term leases are leases with a lease term of 12 months or
less.

Lease income from operating leases where the Group is a lessor is
recognised in income on a straight-line basis over the lease term.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 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
consolidated financial statements, as they are not assets of the Group.

2.23 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
consolidated financial statements in the period in which they are
approved by shareholders.

2.24 Cash and cash equivalents

In the statement of cash flows, 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 known
amounts of cash and are subject to an insignificant risk of changes in
value.

2.25 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 consolidated 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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25 Contingent liabilities and contingent assets (Continued)

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
consolidated financial statements when an inflow of economic benefits is
probable. When such inflow is virtually certain, an asset is recognised.

2.26 Insurance contracts

The Group issues contracts that contain insurance risk.

Insurance contracts are accounted for as follows:

(a) Premiums

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 insurance contracts are
charged to the consolidated income statement on a basis
consistent with premium revenue recognition and are presented
in the consolidated 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. Reinsurance recoveries are accounted for on
the same basis as the related claims or benefits.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.26 Insurance contracts (Continued)

3.

(d) 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, claims handling and
administration expenses are used. If a deficiency is identified an
additional provision, the unexpired risk provision, is recognised
for losses arising from liability adequacy tests.

(e) 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 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.

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks and those

activities involve the analysis, evaluation, acceptance and management

of some degree of risk or combination of risks. Taking risk is core to the

financial business, and operational risks are an inevitable consequence

of being in business. The Group’s aim is therefore to achieve an

appropriate balance between risk and return and minimise potential

adverse effects on the Group’s financial performance.
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3. FINANCIAL RISK MANAGEMENT (continued)

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

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

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 framework. The Risk Strategy sets out
the core values and high level risk management direction of the Group,
taking into account the overall business strategy and direction, under
which a robust Risk Appetite framework is established to guide the
strategic planning process and strengthen the risk-return management.
Fundamentally, the Risk Appetite framework sets out the types and
amount of risk that the Group is willing to take in order to achieve its
business plan. The Group’s risk appetite metrics are composed of key
indicators for measuring capital, risks, return and liquidity and this is
supplemented by a set of risk tolerances made up of major risk limits
of the Group. In order to ensure that business is conducted within our
established risk appetite, monitoring on the compliance with the risk
appetite limits and risk tolerance is undertaken on a quarterly basis.
In this connection, the Group has set out its Risk Appetite Statement
that covers five key dimensions of the risks and returns of the Group,
namely, the target returns to shareholders, earnings volatility, solvency,
liquidity and other key risk measures. The GRD is responsible for the
ongoing monitoring of the compliance with the Risk Appetite Statement
and the regular reporting of the status to the RMCC and the Board.
Moreover, the Risk Appetite framework and major risk appetite limits
are subject to review by the RMCC and the Board on an annual basis.

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.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.1 Strategy in using financial instruments

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

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

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

3.1.1 Derivatives held for risk management and hedge
accounting

Fair value hedges of interest rate risk

The Group uses interest rate swaps to hedge its exposure to changes
in the fair values of fixed-rate issued liabilities and fixed-rate debt
securities held in respect of a benchmark interest rate. Pay-floating/
receive-fixed interest rate swaps are matched to specific issuances of
fixed-rate liabilities or pay-fixed/receive-floating interest rate swaps are
matched to fixed-rate debt securities held with terms that closely align
with the critical terms of the hedged item.

Only the interest rate risk element is hedged and therefore other risks,
such as credit risk, are managed but not hedged by the Group. Interest
rate risk to which the Group applies hedge accounting arises from
fixed-rate issued liabilities and fixed-rate debt securities held, whose
fair value fluctuates when benchmark interest rates change. The Group
hedges interest rate risk only to the extent of benchmark interest rates
because the changes in fair value of an issued liability or a debt security
are significantly influenced by changes in the benchmark interest rate.
Hedge accounting is applied where economic hedge relationships meet
the hedge accounting criteria.

Before fair value hedge accounting is applied by the Group, the Group
determines whether an economic relationship between the hedged
item and the hedging instrument exists based on an evaluation of the
qualitative characteristics of these items and the hedged risk that is
supported by quantitative analysis. The Group considers whether the
critical terms of the hedged item and hedging instrument closely align
when assessing the presence of an economic relationship. The Group
evaluates whether the fair value of the hedged item and the hedging
instrument respond similarly to similar risks.
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3.

3.1

FINANCIAL RISK MANAGEMENT (Continued)

Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge

accounting (Continued)

Fair value hedges of interest rate risk (Continued)

The Group establishes a hedge ratio by aligning the par amount of the

fixed-rate debt security or issued liabilities and the notional amount of

the interest rate swap designated as a hedging instrument. Possible

sources of ineffectiveness are as follows:

(iii)

(iv)

changes in market liquidity and bid-ask spread of the debt
securities;

the fair value changes related to the benchmark rate before next
fixing date and on the fixed spread over the benchmark rate of
the interest rate swap;

changes in interest rate sensitivity at different fair value level;

the effect of the counterparty and the Group’s own credit risk on
the fair value of the interest rate swap, which is not reflected in
the fair value of the hedged item attributable to the change in
interest rate; and

differences in maturities of the interest rate swap and the debt
securities held or the certificates of deposit issued.
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3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge

accounting (Continued)

Fair value hedges of interest rate risk (Continued)

The Group held the following interest rate swaps as hedging

instruments in fair value hedges of interest risk.

Z|E A
2022%F12H31H 31 December 2022 Maturity
18R 1EE 5k

Less than Z5%F  More than
E IR — F =@ Risk category — interest rate risk 1 year 1-5 years 5 years
BT BE-FRE Hedge of issued liabilities —

certificates of deposit
H{E Nominal amount 3,898,625 389,863 —
S E 2R Average fixed interest rate 3.17% 0.74% -
BT BEIEEES Hedge of issued liabilities — subordinated notes
H{E Nominal amount - 4,093,556 -
S E R = Average fixed interest rate - 3.86% -
HHETrBE-EE Hedge of issued liabilities — borrowing
HE Nominal amount - - -
SR E & Average fixed interest rate - = =
HHEHBE 2 AR ETER Hedge of debt securities held at fair value
FFAHEM R B ER through other comprehensive income
H{E Nominal amount 4,238,195 10,124,343 5,563,679
S [E R = Average fixed interest rate 3.94% 3.45% 3.34%
HEE 2 NSRS BRE Hedge of debt securities held at
BEEES amortised cost

H{E Nominal amount 48,468 10,620,370 8,846,085
S E 2 Average fixed interest rate 4.52% 3.32% 3.12%
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3. HEERBERE@ 3. FINANCIAL RISK MANAGEMENT (continued)
31 EAEMIARM@ 3.1 Strategy in using financial instruments (Continued)
3.1 HERBEER MEEEZHTET 3.1.1 Derivatives held for risk management and hedge

A accounting (Continued)

FIRE R 2 A FEE @) Fair value hedges of interest rate risk (Continued)

FHR A
2021612H31H 31 December 2021 Maturity
1 AR 1AL 5L

Less than 54 More than
[BL B 8 Rl — ) R R Risk category — interest rate risk 1 year 1-5 years 5 years
BT BE-FRE Hedge of issued liabilities —

certificates of deposit
HiE Nominal amount 6,111,217 389,833 -
S E 2R Average fixed interest rate 0.41% 0.74% -
BT BEEEES Hedge of issued liabilities — subordinated notes
H1E Nominal amount - 4,093,241 -
S [E R = Average fixed interest rate - 3.86% -
HHBEITZBE-BE Hedge of issued liabilities — borrowing
HE Nominal amount - - -
SR E & Average fixed interest rate - - -
a2 AR EFEAHEES  Hedge of debt securities held at fair value
FPAEMEEEENEEES through other comprehensive income
H{E Nominal amount 5,257,227 11,881,126 7,826,347
S E R = Average fixed interest rate 3.76% 3.60% 3.41%
HEE 2 VBT BRE Hedge of debt securities held at
BEEES amortised cost

H1E Nominal amount 95,119 7,520,434 6,302,929
FHEE M= Average fixed interest rate 4.63% 3.20% 3.38%
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3.1 BERBEERYPETEEZITET

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge

Hm) accounting (Continued)
AFEEF Fair value hedges
BT RYTIER 2 BT - The amounts relating to items designated as hedged items were as
follows:
2022
REE
FEBBRARAE
BLARHRUERER
BEEHHERREE ZEMEHER 2 ATE
ZHAER 2 AV Rt E20225 HHEEREEH
HhRERELE #3h%®  Accumulated amount
Accumulated amount of HEEL of fair value hedge
fair value hedge adjustments ZAHBHRRRAEE ZDVESE adjustments remaining
on the hedged item ¥WEA 2ER Changeinvalue in the consolidated
REE included in the carrying  Line item in the subject to hedge  statement of financial
Carrying amount amount of the hedged item  consolidated used for calculating position for any
statement of financial hedge ineffectiveness hedged items that
position in which for 2022 have ceased to be
g af& EE &f  the hedged itemis #(B)  adjusted for hedging
Assets  Liabilities Assets Liabilities included Note (a) gains and losses
FaE - 4,228,983 = (59,505) EETMEHE 41,608 -
Certificates of deposit Certificates of deposit
issued
{#EER - 3,801,495 - (292,061) &ERT 328,947 -
Subordinated notes Subordinated notes
& - - - - BOER - -
Borrowing Deposits from banks
BELULTETEAEEHFA 18,776,876 - (1,260,861) - NAT{EEAHEE (1,923,889) -
A2 A ERES sEAR 2 EYEE
Debt securities held at fair value SREAE
through other comprehensive Financial assets at
income fair value through
other comprehensive
income
REZUBRIATIENERES 17,622,300 - (1,892,629) - ARSI (1,792,343) -
Debt securities held at SRAE
amortised cost Financial assets at
amortised cost
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HXEREE®
3.1 ERASRMIARK® 3.1
3.1 BERBEERHPETEEZITLET

Hm)

DFEE ()

BRAEEREIMIER 22 FWT © (@)

3. FINANCIAL RISK MANAGEMENT (continued)

accounting (Continued)

Fair value hedges (Continued)

follows: (Continued)

Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge

The amounts relating to items designated as hedged items were as

2021
REE
FRUBRAZAR
[EIFRE R REE
DREELERRRE EMEHER 2 ATE
ZHHER 2 ATE BRstE20215 HAZERELE
HhEZERELE Y& Accumulated amount
Accumulated amount of fair mEES of fair value hedge
value hedge adjustments ~ EABTBRAZAES ZATEES  adjustments remaining
on the hedged item HmEE 2 ER Change in value in the consolidated
REE included in the carrying Line item in the subjecttohedge  statement of financial
Carrying amount amount of the hedged item  consolidated used for calculating position for any
statement of financial hedge ineffectiveness hedged items that
position in which for 2021 have ceased to be
EE af& EE B the hedged item is F(F)  adjusted for hedging
Assets Liabilities Assets Liabilities  included Note (a) gains and losses
T - 6489717 - (11,333) BEINFHE 12,553 -
Certificates of deposit Certificates of deposit
issued
&BEH - 4128446 - 35205  REET 100,222 -
Subordinated notes Subordinated notes
58 - - - - BOER 4,797 -
Borrowing Deposits from banks
BEZULTEHEEAEHAN 25986544 - 656,142 - NATEHEEEE (958,589) -
A ERES AR E Y
Debt securities held at fair value AR
through other comprehensive Financial assets at
income fair value through
other comprehensive
income
BADERRAIENERES 14,134,481 - 216,000 - ERRATIRA (630,866) -
Debt securiies held at SHEE
amortised cost Financial assets at
amortised cost
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3. BXEREE®
3.1 ERSRMTIARR@®

3.1.1 E/ﬁ/ﬁﬂﬁ%’ﬁ&#f#éﬁﬁﬂ!ﬂz&‘f&ti
()

DFEEH @)

BREEEREMIAZIER REHRB 2 ©FA
T~

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting (Continued)

Fair value hedges (Continued)

The amounts relating to items designated as hedging instruments and
hedge ineffectiveness were as follows:

2022
Rt
NREHRENR
GREBRRZAES ZATERS
HHIEVER Change in fair B2
Line item in the valueusedfor  WEEZHHAH
consolidated calculating hedge Ineffectiveness
WE statement of financial ~  ineffectiveness recognisedin  WERAES
if Carrying amount position where the for 2022 profitiloss) ¥} %Mz ER
Norminal BE B  hedging instrument #(7) () Lineitem in profit or loss that
amount Assets Liabilities s included Note (a) Note (a) includes hedge ineffectiveness

FlEER

Interest rate risk

RS- TR 4,288,488 - 60249 TEERIA (41,976) (368) AATESMNEBSHTAZTN

Interest rate swaps - Derivatives financial &/ (E8)
hedge of certificates of deposit instruments Net gain/(loss) arising from financial

instruments subject to fair value
hedge

Tl s - Hintk B ET 4,093,556 - 25718 (TEEBIE (332,353) (3406) BATESANEEERIEZFR

Interest rate swaps - Derivatives financial &/ (B8
hedge of subordinated notes instruments Net gain/(loss) arising from financial

instruments subject to fair value
hedge

FlRies-HiniE = - - fi4eRIA - - BATEEANEBSRIA RN

Interest rate swaps - Derivatives financial &/ (E8)
hedge of borrowing instruments Net gain/(loss) arising from financial

instruments subject to fair value
hedge

TR - Sitg 19926217 1,260,861 - fESRIA 1,923,860 (29) BATEHMEBSRTEZHN
NTEHEAEEHHA Derivatives financial &/ (E8)

At 2ENENERES ingtruments Net gain/(loss) arising from financial

Interest rate swaps - instruments subject to fair value
hedge of debt securities held hedge
atfair value through other
comprehensive income

flERE - HaRg 2l 19514923 1,893,831 128 fiESRIA 1,792,359 15 AATEHMRBERIE RN
BRAASIRNESES Derivatives financial i/ (El)

Interest rate swaps - instruments Net gain/(loss) arising from financial
hedge of debt securities held instruments subject to fair value
at amortised cost hedge

i Note:

(F) BERESEANERNZARFEITEAREE B
WEPIHEREANBEZSH R EHE ZE T
AENMATEZSHREMZEZR -

(a) The amount of hedge ineffectiveness recognised in profit/(loss) for each
category of fair value hedges is the difference between the change in
value of the hedged item subject to hedge in the current year and the
change in fair value of the corresponding hedging instrument in the current
year.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HEERBERE@ 3. FINANCIAL RISK MANAGEMENT (continued)
31 ERAEMIAR@m 3.1 Strategy in using financial instruments (Continued)
3.1 HERBEER MEEEZHTET 3.1.1 Derivatives held for risk management and hedge
How) accounting (Continued)
AT EE @) Fair value hedges (Continued)
ERABERY T IAZIEE R MRz & The amounts relating to items designated as hedging instruments and
™| hedge ineffectiveness were as follows: (Continued)
2021
ERiERARES ARGt
HhIAZER 21 FHRR
Line item in the JRTERY
statement of Change in fair B
’Ejﬁwﬁ consolidated financial valieusedfor  WEEZERRN  UaENAS
i Carrying amourt position where the calculating hedge Ingffectiveness k7B E
Nominal B &  hedging instrument neffectiveness recognisedin  Line item in profit or loss that includes
amount Assets Liabilities is included for 2021 profit/(loss)  hedge ineffectiveness
HERER
Interest rate risk
fikE-HinrE 6,501,050 5 1,765 fiE4@IA (12,720) (167) RATEIMEEEATEZ U
Interest rate swaps - Derivatives financial %/(EB)
hedge of cerificates instruments Net gain/(loss) arising from financial
of deposit instruments subject to fair value
hedge
HERS-SnEERE 4,003 241 56,051 21,007 TEERIE (100,376 (154) BATESFOEELHTE TN
Interest rate swaps - hedge of Derivatives financial &/ (F8)
subordinated notes instruments Net gain/(loss) arising from financial
instruments subject to fair value
hedge
FIEES- ke - - - fiE2BIE (4,726) 1 RATEEMEECRIEZRY
Interest rate Swaps - Derivatives financial #/(E8)
hedge of borrowing instruments Net gain/(loss) arising from financial
instruments subject to fair value
hedge
k8 - kg 24,964,700 45,289 701403 fTESBIA 951,568 (71021) BATESAOEEHTIA LN
NTEHEAEZHHA Derivatives financia &/ (F8)
A2 AlENERES instruments Net gain/(loss) arising from financial
Interest rate swaps - instruments subject to fair value
hedge of debt securities held hedge

at fair value through other
comprehensive income

FiEE - a2l 13,918,482 159,256 35141 fTESRIE 630,827 (39) BATELREESHIAZ N
BBl ASIENERES Derivatives financia #/(58)

Interest rate swaps - instruments Net gain/(loss) arising from financial
hedge of debt securities held instruments subject to fair value
at amortised cost hedge
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.1 EREmIAREKGE

3.1 HERBEER MEEEZHTET
Hm)

DEEE @)

TREBREAEBEIPRBEHEANE DT AN
FHAEH - BETAZEXTHBRITEARERES
ME - BRHREEEAERBERENXFZER

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)

3.1

Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting (Continued)

Fair value hedges (Continued)

The following table contains details of only the hedging instruments

used in the Group’s hedging strategies which reference USD LIBOR

and have not yet transitioned to SOFR or an alternative interest rate

Fl R ELAE o benchmark.
2022
REE Bt E AR RITEEFFHERZ
Carrying amount mEHEEZ AT ESE HEFENHE
& EESERER Change in fair value Notional amount
Nominal BE &ff Balance sheet line used for calculating directly impacted by
amount Assets  Liabilities  item(s) hedge ineffectiveness IBOR reform
ATEYH
Fair value hedges
fl%
Interest rate
M=t 37,060,431 2,370,262 320,968 ER{TAETE 2,845,901 34,327,198

Interest rate swaps

P it 2 37,060,000,000 7% 7T M & & 7 & 53 2
F o HeR2,733,000,000/8 ST 55 FEET2023F 55 —
TRERNERETHRBERTRZER ST XA

Hy o

Hedging derivatives

Of the HK$37,060 million nominal amount of interest rate swaps
above, HK$2,733 million will mature before the anticipated USD LIBOR

replacement in Q2 2023.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HXEREE®
3.2 FERMK

AEFBZIBEERBRAERAXRZHF REE
BITHAEEZEREE - WEREVRAERE
HeEFRKEERD URheRIAZES (B
TTHETA) -

AEERAEREEEZRE([RHEEZES))
BEMEREANEERRMD - FEEEEZER
g((EEEEZEe D EMERRERREZES
(ITERKERREZER ) IRONABEHFE
REMEEB 2 EERRREREEHAZEER
g ZELREERTTRAHREERRAEET
ITRYAETHTEERSREBREEAERR
B o EERREE - AR - HEERMERZ R EE
FHIMMEEBEA e

AEENREEREESEUNEERR - 58
WERARBECEEBRRAREZZ2E A L E
ARBEREREANBLETE 2 B85 R -
BEE FEZREeGERRITETHMERER
EHEERRMA EEREREELR - A%
B E XA EE AR EBEZAEREER
BER - 2R MR E RSB AR -

AEBECHRTERREBEY T AEEZNEH
MBERERF - TEHETEERR - AERHE
EFGHE S EENS  RERBEBRETH
ARER -
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk

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

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

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

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.
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3. HBBEBEEm
32 FEARGM®
321 FEmEE
EERBER

AEEFRAATEERBRFRARRERAZE
BER - ARERMBUATRAXZEFERNZA
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HEEE S ARBAE 2 ZEABEENR . &
EEEEM TR ARD BB AESBZEE -

TMISERAEEFESAG RN ZEINER

il

VIIRTERIR  REEEBZBEABEREEM
FORTTANOREMELEERAELERZE
#) o BERP Y BB IR K (BRI ARE Y -

I

MEEEBME - FEFRREFAEEAETE -
EPFRESRFBEERIMNENCENXHE
BAGEFETEETRTOBSIA - 4t - &
FREYEFFREREPIMERAZHBER
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RGatE  ENRAX T EZRAUREREE
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)

3.2.1 Credit risk measurement

Credit risk grading

The Group uses internal credit risk grading that reflects the credit
quality of the borrowers. The Group uses internal credit grading
scorecards tailored to the various categories of counterparty. The credit
grading scorecards take into consideration borrower and loan specific
information collected at the time of application (such as disposable
income, and level of collateral for retail exposures; and financial
indicators and qualitative indicators for corporate exposures). For retalil
exposures, this is supplemented with internal data such as delinquency
status and external data such as credit bureau scoring information
on individual borrowers. In addition, the scorecards enable expert
judgement from the credit risk officer to determine the final internal
credit grade for each exposure. This allows for considerations which
may not be captured as part of the other inputs into the scorecards.

The following are additional considerations for each type of portfolio
held by the Group:

Retail

After the date of initial recognition, for personal unsecured lending of
retail business, the likelihood of default is monitored on a periodic basis
by behavioural score. This score is mapped to a Probability of Default
(“PD").

Corporate

For corporate business, the credit grade is determined at the borrower
level. A relationship manager will incorporate any updated or new
information/credit assessments into the credit grading scorecard on an
ongoing basis. In addition, the relationship manager will also update
information about the creditworthiness of the borrower every year from
sources such as borrower’s financial statements. This will determine
the updated internal credit grading.

Using the internal observed default rate supplemented with external

default data, and by applying statistical methods, PD master scales are
calibrated to arrive at the PD for each credit grade.
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3. HMBERBREE®
32 FEARM®
321 FEREEE @)
EEREMBTR ()

HE

BRAMERRMYMISHEE N2 EBES KRR
ZEBAERAINEFERBZEETFR - ZF
MR TFEEERERH - BRI ZERRL
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322 BHISEERIE
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)

Credit risk grading (Continued)

Treasury

For debt securities and interbank exposures under the Treasury and
Global Markets portfolio, external rating agency credit grades are used.
These published grades are continuously monitored and updated. The
PDs associated with each grade are determined based on default rates
published by the rating agencies.

3.2.2 Expected credit loss measurement

HKFRS 9 outlines a “three-stage” model for impairment based on
changes in credit quality since initial recognition as summarised below:

o A financial instrument that is not credit-impaired on initial
recognition is classified in “Stage 1” and has its credit risk
continuously monitored by the Group.

J If a significant increase in credit risk (“SICR”) since initial
recognition is identified, the financial instrument is moved to
“Stage 2” but is not yet deemed to be credit-impaired.

o If the financial instrument is credit-impaired, the financial
instrument is then moved to “Stage 3”.

. Financial instruments in Stage 1 have their ECL measured at an
amount equal to the portion of lifetime expected credit losses that
result from default events possible within the next 12 months.
Instruments in Stages 2 or 3 have their ECL measured based on
expected credit losses on a lifetime basis.

o A pervasive concept in measuring ECL in accordance with
HKFRS 9 is that it should consider forward-looking information.

. Purchased or originated credit-impaired financial assets are those
financial assets that are credit impaired on initial recognition.
Their ECL is always measured on a lifetime basis.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. HEEKREE@m 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
322 BHISEEEIE@®) 3.2.2 Expected credit loss measurement (Continued)
TF BRI E R SRS A B9 2R ER The following diagram summarises the impairment requirements under
FEEBAZREZEERESREERIN) HKFRS 9 (other than purchased or originated credit-impaired financial
assets):
BYREIRLZEEERET
Change in credit quality since initial recognition
< >
PEER 1 PEER 2 BEER 3
Stage 1 Stage 2 Stage 3
(e TER) (EER R B 7nTHRE KL M) (FERESE)
(Initial recognition) (Significant increase in credit risk (Credit-impaired assets)

since initial recognition)

12 @ A B TE R E B &R HFEEEEEE 2R HEEER
12-month expected credit losses Lifetime expected credit losses Lifetime expected credit losses

AN SR [E g 2R AR E RN 2 T B FIE A R R e it The key judgements and assumptions adopted by the Group in
N addressing the requirements of the standard are discussed below:
3.2.2.1 EE R AIEIE M 3.2.2.1 Significant increase in credit risk
ERAEUT—ERXZHEENRAERRESHT The Group considers a financial instrument to have experienced a
AR EERBAIEIEGMN - SICR when one or more of the following criteria have been met:
. MEHEEMES - EINBEENRLIREKR . when there is significant adverse external credit rating transition

THES - RIRERFIEBEIFRERR for the bond portfolio, migrating from investment grade to non-

FEERRRNRIERERF 2 EF TE—R investment grade, or one notch downgrade for bond with original

non-investment grade at purchase

. HEEHEME  EABEETRLRE . when there is internal credit rating transition, ranging from one
B REBEVBEETR R—RERARZ notch to five notches depending on its initial credit rating, for
] corporate portfolio

. E@HHE(@mEAAE)EBE30KR . when the day past due (“DPD”) exceeds 30 days

. Eﬁu:%iﬁ mE  BERACZ2HRAITER . when the borrower is reported as “Early Warning” for corporate
=R portfolio

. ERERACKEESHEER(EESE . when the borrower is reported as Special Mention according
BNZERSBRERA/TFIML - DEZE to the loan classification of the Hong Kong Monetary Authority
RRETIRERAZEEE N RERRZ S (“HKMA”). The decision to classify the loans is based on
HFZELA M - the borrower’s repayment ability and likelihood of individual

counterparties defaulting.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)
3.2.2.1 Significant increase in credit risk (Continued)

The assessment of SICR is performed on a monthly basis at a portfolio
level for all retail financial instruments held by the Group. In relation to
corporate financial instruments, where an Early Warning list is used to
monitor credit risk, this assessment is performed at the counterparty
level and on a monthly basis. The criteria used to identify SICR are
revised as when appropriate by the respective credit departments of the
portfolios.

The Group has not used the low credit risk exemption for any financial
instruments in the year ended 31 December 2022 and 2021.

3.2.2.2 Definition of default and credit-impaired assets

The Group defines a financial instrument as in default, which is aligned
with the definition of credit impaired (referred to as “Stage 3 financial
assets”), when one or more events that have a detrimental impact on
the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following
observable data:

. significant financial difficulty of the borrower or issuer;

o a breach of contract such as a default or past due event;

o the restructuring of a loan or advance by the Group on terms that
the Group would not consider otherwise;

3 the borrower is bankrupt;

. it is reported as substandard, doubtful or loss according to the
loan classification of the HKMA. The decision to classify the loans
is based on the borrower’s repayment ability and likelihood of
individual counterparties defaulting; and

J the disappearance of an active market for a security because of
financial difficulties.
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3. FINANCIAL RISK MANAGEMENT (continued)

3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3.2.2.2 Definition of default and credit-impaired assets (Continued)

A loan that has been renegotiated due to deterioration in the borrower’s
condition is usually considered to be credit-impaired unless there
is evidence that the risk of not receiving contractual cash flows has
reduced significantly and there are no other indicators of impairment. In
addition, a retail loan that is overdue for 90 days or more is considered
credit-impaired.

3.2.2.3 Measuring ECL — Explanation of inputs, assumptions and
estimation techniques

The ECL is measured on either a 12-month (“12M”) or Lifetime basis
depending on whether a SICR has occurred since initial recognition or
whether an asset is considered to be credit-impaired. Expected credit
losses are the discounted product of the PD, exposures at default
(“EAD”), and loss given default (“LGD”), defined as follows:

. The PD represents the likelihood of a borrower defaulting on
its financial obligation (as per “Definition of default and credit-
impaired” above), either over the next 12 months (“12M PD”), or
over the remaining lifetime (“Lifetime PD”) of the obligation.

o EAD is based on the amounts the Group expects to be owed
at the time of default, over the next 12 months (“12M EAD”) or
over the remaining lifetime (“Lifetime EAD”). For example, for
a revolving commitment, the Group includes the current drawn
balance plus any further amount that is expected to be drawn
up to the current contractual limit by the time of default, should it
occur.

o LGD represents the Group’s expectation of the extent of loss
on a defaulted exposure. LGD varies by type of counterparty,
type and seniority of claim and availability of collateral or other
credit support. LGD is expressed as a percentage loss per unit of
exposure at the time of default. LGD is calculated on a 12-month
or lifetime basis, where 12-month LGD is the percentage of loss
expected to be made if the default occurs in the next 12 months
and Lifetime LGD is the percentage of loss expected to be made
if the default occurs over the remaining expected lifetime of the
loan.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

3.2.2.3 Measuring ECL — Explanation of inputs, assumptions and
estimation techniques (Continued)

The ECL is determined by projecting the PD, LGD and EAD for each
future month and for each individual exposure. These three components
are multiplied together and adjusted for the likelihood of survival (i.e.
the exposure has not prepaid or defaulted in an earlier month). This
effectively calculates an ECL for each future month, which is then
discounted back to the reporting date and summed. The discount rate
used in the ECL calculation is the original effective interest rate or an
approximation thereof.

The Lifetime PD is developed by applying a maturity profile to the
current 12M PD. The maturity profile looks at how defaults develop on
a portfolio from the point of initial recognition throughout the lifetime of
the loans. The maturity profile is based on historical observed data and is
assumed to be the same across all assets within a portfolio and credit
grade band. This is supported by historical analysis.

The 12-month and lifetime EADs are determined based on the expected
payment profile, which varies by product type.

o For amortising products and bullet repayment loans, this is
based on the contractual repayments owed by the borrower over
a 12-month or lifetime basis. This will also be adjusted for any
expected overpayments made by a borrower. Early repayment/
refinance assumptions are also incorporated into the calculation.

o For non-revolving products, the exposure at default is predicted
by taking current drawn balance and adding a “credit conversion
factor” which allows for the expected drawdown of the remaining
limit by the time of default.

. For revolving products, the EAD is estimated by taking the
maximum between the on-balance sheet exposure and the
estimated utilised amount at default based on utilisation rate.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

3.2.2.3 Measuring ECL — Explanation of inputs, assumptions and
estimation techniques (Continued)

The 12-month and lifetime LGDs are determined based on the factors
which impact the recoveries made post default. These include collateral
type and projected collateral values, historical discounts to market/book
values due to forced sales, time to repossession and recovery costs
observed.

Forward-looking economic information is also included in determining
the 12-month and lifetime PD, EAD and LGD. Refer to Note 3.2.2.4 for
an explanation of forward-looking information and its inclusion in ECL
calculations.

The assumptions underlying the ECL calculation, such as how the
maturity profile of the PDs and how collateral values change etc., are
regularly monitored and reviewed.

3.2.2.4 Forward-looking information incorporated in the ECL models

The assessment of SICR and the calculation of ECL both incorporate
forward-looking information. The Group has performed historical
analysis and identified the key economic variables impacting credit risk
and expected credit losses for each portfolio.

These economic variables and their associated impact on the PD, EAD
and LGD vary by financial instrument. Expert judgement has also been
applied in this process. Forecasts of these economic variables (the
“base economic scenario”) are provided by some economic research
institutions and the in-house economic research team on a regular
basis and provide the best estimate view of the economy over the next
five years. For the economic variables out of the forecasting periods (i.e.
after the next five years), the point-in-time default risk level at the last
forecasting period is referenced to estimate the lifetime default risk level
of each instrument. The impact of these economic variables on the PD,
EAD and LGD has been determined by performing statistical regression
analysis to understand the impact changes in these variables have had
historically on default rates and loss rates.
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3. HMBERBREE®

32 FEARM®

322 RHEEEAE

3224 MATRMEEBEER 2 ATEMEER )

EERRAEEMZFENEREREERZE
B EXEEABRDTIHERMET -  HEE
ERIMTARSAEER - EROERINES
A 12EAMERE R AREERE - Bk
ZaHE - AREF ERBEEBBRLIANEN12
E A BREEREERER(EERT) - KEHAIEDN
T HEHEEBE(BR2RERS) « ZERAM
ROBEREEFEREDEREREREEBERE
EBERBRERNGEZBENEEMETE -

FRHIEBE BRI AEE

20224 - 2019¥T B A E BEFTHE R & IRIR
SREIE R L EAIAIH R IRIELOBETEBE - AR
REREERFROES  BLESEERBERER
KEBRIER 2 EARTE - AURTEHREEREEE
REERMZIZE - METSHPREEANEM
EMEHNEEERTEMEZR L - UREEY
RECOBENTISRENRER - BHEEEHIEE
RMEE ARG - mEHEEEIEER
BT I ER D o Bia B R I E R B A
BEATHEEAGEES = - NEBMBENRE
HEEBEEANER AR P ETSEEAAESR
WHETTHRET DA - AT EEA ARSI - I
BIES B -

ERUESS  AEECKBHAAFENEEL

EOMEBRHENZBEERABCEREER
BRAGHNZBEERE S RAREE A

LOEIRIE N _E i R EBREAE F D AT R AR AR AL E ok
Bt  EHELRBRERZSHELNTEHEES
B2 20 MR EEN20224512 A REAAN o

178 K¥emEEBERAQA 2022F F

3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

3.2.2.4 Forward-looking information incorporated in the ECL models
(Continued)

The assessment of SICR is performed by considering either the change
in credit quality, expert credit judgement and backstop indicator. This
determines whether the whole financial instrument is in Stage 1, Stage
2, or Stage 3 and hence whether 12-month or lifetime ECL should be
recorded. Following this assessment, the Group measures ECL as
either a probability weighted 12-month ECL (Stage 1), or a probability
weighted lifetime ECL (Stages 2 and 3). These probability-weighted
ECLs are determined by running each scenario through the relevant
ECL model and multiplying it by the appropriate scenario weighting.

ECL model refinements

In 2022, the COVID-19 pandemic had led to rapid deterioration in
business conditions and unprecedented economic uncertainty, which
had affected the performance of ECL models since it is a rather
exceptional event that was beyond historical observations of the model
setting. Coupled with market’'s concern on the PRC property developer
sector as well as the rapid rise in interest rates, there were challenges
to model performances as the ECL estimates could be overly sensitive
in response to such interplay of abrupt changes in macroeconomic
factors and market environment. To properly reflect asset quality of the
credit portfolios under such conditions, the Group continued to conduct
various portfolio reviews and performed statistical analysis to assess
reasonableness of ECL model outputs and come up with refinements, if
considered necessary.

Against such background, refinements were made on a few
macroeconomic factor inputs used in ECL models as forecasts of those
factors given by reputable macroeconomic forecast agencies would
lead to movements in ECL requirements that was not substantiated
by the prevailing economic environment as well as results of internal
assessments and analysis mentioned above. The relevant ECL impact
arising from the movements of those macroeconomic factors had been
moderated accordingly for end-December 2022 position.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

3.2.2.4 Forward-looking information incorporated in the ECL models
(Continued)

Management judgments and overlay

By the end of 2021, considering the concern on credit deterioration
of the PRC property developer sector, a rather exceptional event that
was beyond historical observations of the model setting rather than
a general portfolio phenomenon, the Group imposed considerable
amount of management overlay on the outputs of ECL models in order
to cater for the unexpected credit losses arising from certain PRC
property developers. Relevant exposures to these concerned PRC
property developers had been downgraded during 2022 and therefore
the management overlay imposed had been materialised into part of
the ECL provision requirements for the year.

Apart from the above, the Group imposed management overlay on the
ECL model output for the vehicle finance portfolio for end-Dec 2021
position, taking into account the potential impact on certain borrowers
that relied on the Government’s Pre-approved Principal Payment
Holiday Scheme if the Scheme came to an end. As the Government
extended the Scheme to end-Jul 2023, such overlay was maintained
for end-Dec 2022 position. This overlay merely accounted for 0.18%
of total outstanding for the vehicle finance portfolio at end-Dec 2022
position.

By the end of 2022, Mainland China has moderated its zero-COVID
policy and the HKSAR Government started to ease the social
distancing measures, including border restrictions. Economic activities
are expected to pick up. However, rising interest rates, depending
on the pace and the magnitude, added uncertainties to the economic
recovery. Besides, development of the PRC property developer is to
be further observed. Against this background, the Group continued to
adopt appropriate assessment and risk management procedures in
the measurement of ECL, including review of credit portfolios, different
macroeconomic forecast scenarios, reasonableness of the outputs of
ECL models, and adequacy of ECL allowances.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

3.2.2.4 Forward-looking information incorporated in the ECL models
(Continued)

Economic variable assumptions

The Group relies on a broad range of forward-looking economic
indicators as model inputs, such as the forecasts of macroeconomic
factors (“MEFs”) such as property price indices, GDP growth rates,
unemployment rates, and interest rates. The selection of MEFs had
gone through stringent statistical data tests commonly adopted by the
industry as well as expert judgements to ensure that MEFs used in
the ECL models are relevant to and reflective of the risk profile of the
Group’s credit portfolios while satisfying required quantitative standards.
The scenarios “base”, “good” and “bad” were determined based on the
underlying assumptions described in the below table. In particular, the
“base” scenario makes reference to a set of macroeconomic forecasts
obtained from different economic research institutions and the Group’s
economist. “Good” and “bad” scenarios were developed by referencing
the MEFs in the “base” scenario, with appropriate adjustment to the
upside and the downside potential variations taking into account
the uncertainties in the forward-looking economic environments.
The magnitude of adjustment were quantified based on historical
movements of the MEFs observed through a long span of observed
data covering peaks and troughs of past economic cycles.
Scenario Underlying assumptions of the scenario
Base Forward-looking macroeconomic factors are a key
component of the macroeconomic outlook. The base
scenario is based on a set of macroeconomic forecasts
which formulate a “base case” view of the most probable
future direction of relevant economic variables.

Good This scenario is determined by making reference to the
“base” scenario and reflects positive uncertainties by
incorporating upside variations to the “base” scenario
macroeconomic forecasts.

Bad This scenario is determined by making reference to the
“base” scenario and reflects negative uncertainties by
incorporating downside variations to the “base” scenario
macroeconomic forecasts.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

3.2.2.4 Forward-looking information incorporated in the ECL models

(Continued)
Economic variable assumptions (Continued)

Members of the CMC as well as department heads of risk units put
forth their most holistic view on the likelihood of occurrence, enabling
the Group to generate forecasts of economic factors and the forward-
looking PD and LGD. To have further professional review and
reasonableness checking, the Group’s economist provided his overall
view on whether the collective forecasted outcome is generally in line
with his expectation. As a stringent measure, the summarized outcomes
will be submitted to the CMC for final approval. These forward-looking
PD and LGD are then used as input parameters in the expected credit
loss model.

ARETEEEEBE  ERARBEYIRET Significant period-end assumptions used for the ECL estimate are set
out as below.
S5EHAIE 9%
Average of 1FEHATRE
5-Year One-Year
®2022%F12A31H As at 31 December 2022 Forward-Looking Forward-Looking
BRI EEBELRE Hong Kong GDP Growth Rate (%) i Base 1.8% 0.9%
(BHL) Rt Good 7.4% 6.5%
R Bad -3.8% -4.7%
EREEME Hong Kong Residential Property i Base 2.0% -3.9%
EffEgEs(5ot) Price Index Change (%) Rif Good 25.2% 19.3%
TR Bad -21.2% -27.1%
BRRER(BHLL) Hong Kong Unemployment Hip Base 2.9% 3.3%*
Rate (%) RuF Good 2.3% 2.3%*
TR Bad 5.2% 5.6%*
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3. HEERBERE@ 3. FINANCIAL RISK MANAGEMENT (continued)

3.2 =ERR@ 3.2 Credit risk (Continued)

322 HAIEEEEE @) 3.2.2 Expected credit loss measurement (Continued)

3224 MATHEEBBRER AT ER @) 3.2.2.4 Forward-looking information incorporated in the ECL models

(Continued)

AR EEE BT E) Economic variable assumptions (Continued)
5EEARTIE F19%
Average of 1 ERRTHE
5-Year One-Year
A2021F12A31H As at 31 December 2021 Forward-Looking ~ Forward-Looking
BAREERERRE Hong Kong GDP Growth Rate (%) A Base 2.0% 2.3%
(BH) Rif Good 7.6% 7.9%
TR Bad -3.6% -3.3%
BBEEME Hong Kong Residential Property A Base 5.5% 7.4%
EBREHEH (L) Price Index Change (%) Rif Good 28.8% 30.6%
TR Bad -17.7% -15.8%
BRRER(BHLL) Hong Kong Unemployment i Base 3.1% 3.9%*
Rate (%) Rt Good 2.3% 2.3%"
TR Bad 5.4% 6.2%"
* EAEHRE SN R RIEE ZFEAEHSF * These one-year forward-looking rates represent forecast average rates for
= one year.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

3.2.2.4 Forward-looking information incorporated in the ECL models
(Continued)

Economic variable assumptions (Continued)

The average weightings assigned to each economic scenario, “base”,
“good” and “bad” are as follows:

20224 20214F

12H31A 12H31H

31 December 31 December

2022 2021

il Base 71% 66%
Ruf Good 14% 12%
TR Bad 15% 22%

EBNARAEATT A LB 2 B AT 1%
ZRAZ(PINEMEE @ AKBEESH 2 ¥
B)VERR/BEEATE  RAUBRZFRRHE
HEEBREHABRRFERERELEZR
BEE -

FERREEBERERNSIBRERMAT

() REZX BERESEEMAREERERARE

TTRNENRENOTE

(i) AEAEREEX ERESQREERER
miAENEATE &

(i) MEEREY EREERBERERRMG
ENERTE -

Other forward-looking considerations not otherwise incorporated within
the above scenarios, such as the impact of any regulatory, legislative
or political changes, have also been considered, but are not deemed
to have a material impact and therefore no adjustment has been
made to the ECL for such factors. This is reviewed and monitored for
appropriateness on a quarterly basis.

Sensitivity analysis

The most significant assumptions affecting the ECL allowance are as
follows:

(i) Unemployment rates, given its impact on secured and unsecured
borrowers’ ability to meet their contractual repayments;

(i) GDP growth rates, given the significant impact on companies’
performance and collateral valuations; and

(ili)  Property price indexes, given the significant impact it has on
mortgage collateral valuations.
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3. HEERBERE@ 3. FINANCIAL RISK MANAGEMENT (continued)

3.2 =ERR@ 3.2 Credit risk (Continued)

322 HAEEEEE @) 3.2.2 Expected credit loss measurement (Continued)

3224 MATEHEEBBRER AT ER () 3.2.2.4 Forward-looking information incorporated in the ECL models

(Continued)

R T () Sensitivity analysis (Continued)
UTAREREASENCEZEHRETHER Set out below are the changes to the ECL that would result from
BREMEABE LS HMNESE L BTG reasonably possible changes in these parameters from the actual
EEEER 8 assumptions used in the Group’s economic variable assumptions:
€ Retail
EHEEFBENEE
ECL Impact
2022 2021
KEX Unemployment rates +1% 86,867 34,658
-1% -13,103 -9,092
FEAEEREER GDP growth rates +0.5% -4,610 5,772
-0.5% 4,701 5,890
S ESIEEEEE Property price indices +5% -4,228 -1,004
-5% 8,360 7,061
¥ Corporate
EHEEFENY
ECL Impact
2022 2021
RER Unemployment rates +1% 35,288 31,412
-1% -32,079 -27,843
EEBERRE GDP growth rates +0.5% -7,129 -6,485
-0.5% 7,417 6,763
I ES S = Property price indices +5% -7,254 -3,804
-5% 10,049 8,834
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)
3.2.3 Risk limit control and mitigation policies

The Group has an established framework to manage and control
concentration 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 and bounded by regulatory limit. 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 GCC with reference to
the financial strength and credit rating of individual counterparty. The
acceptable types of collateral and their characteristics are established
within the credit policies, as are the respective margins of finance.
Enforceable legal documentation establishes the Group’s direct,
irrevocable and unconditional recourse to any collateral, security or
other credit enhancements provided.

In relation to lending commitments that are unconditionally cancellable
without prior notice, the Group would assess the necessity to
withdraw the credit line in cases 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

323

FINANCIAL RISK MANAGEMENT (Continued)
Credit risk (Continued)

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

(a)

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

o Mortgages over properties;

. Charges over business assets such as premises and
accounts receivable;

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

. Charges over deposits; and

J Charges over shares.

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.

Debt securities

(b)

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.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.3 Risk limit control and mitigation policies (Continued)
(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 derivative contract counterparties to enter into
International Swaps and Derivatives Association Agreement or
analogous master agreement in order to follow the standardised
market practice of close-out netting arrangement in the event of
default or early termination and in accordance with the regulatory
requirements.

Collateral arrangements with most counterparties are also
in place to limit our unsecured derivative exposures to these
counterparties.

3.2.4 Write-off policy

The Group writes off financial assets, in whole or in part, when it has
exhausted all practical recovery efforts and has concluded there is
no reasonable expectation of recovery. Indicators that there is no
reasonable expectation of recovery include (i) ceasing enforcement
activity and (ii) where the Group’s recovery method is foreclosing
on collateral and the value of the collateral is such that there is no
reasonable expectation of recovering in full.

The Group may write-off financial assets that are still subject to
enforcement activity. During the year ended 31 December 2022, the
outstanding amounts of financial assets written off before completion
of enforcement activity of the underlying collaterals was HK$9 million
(2021: HK$13 million). Please refer to Note 3.2.9 for the total amount
of loans and advances to customers, loan commitments and financial
guarantees with or without collateral held by the Group written off in
2022 and 2021.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.5 Maximum exposure to credit risk before collateral held
or other credit enhancements

The following tables contain analysis of the credit risk exposure of
financial instruments. The gross carrying/notional amount of financial
assets below also represents the Group’s maximum exposure to credit
risk on these assets.

(1) Financial assets subject to impairment

At 31 December 2022

REE/ 4228
Gross carrying/notional amount
BEHEE
BREE  ORGENT ERER

% Special Sub-standard At ECL B
Pass mention or below Total allowance Net
ROTRERRIER Balance and placements with banks 28,849,423 - - 28,849,423 15,861 28,833,562
—[Ee - Stage 1 28,849,423 - - 28,849,423 15,861 28,833,562
-2 - Stage 2 - - - - - -
—[ER3 - Stage 3 - - - - - -

WATESE EEREHA Debt instruments at fair value through
E2ERENEETA other comprehensive income 39,775,573 - - 39,775,573 48275 39,727,298
& - Stage 1 39,697,600 - - 39,697,600 47,645 39,649,955
—-R&ER2 - Stage 2 77,973 - - 77,973 630 77,343
—B&3 - Stage 3 - - - - - -
KBS ATRMER LA Debt instruments at amortised cost 33,001,145 - - 33,001,145 59,435 32,941,710
-1 - Stage 1 33,001,145 - - 33,001,145 59,435 32,941,710
—R&e2 - Stage 2 - - - - - -
—R83 - Stage 3 - - - - - -
RFERRER Loans and advances to customers 132,178,325 1,812,898 2,539,012 136,530,235 1,636,402 134,893,833
3 - Stage 1 123,617,311 - - 123,617,311 406,618 123,210,693
) - Stage 2 8,561,014 1,812,898 - 10,373,912 342,731 10,031,181
-3 - Stage 3 - - 2,539,012 2,539,012 887,053 1,651,959
Z2555E Trade bills 3,666,988 - - 3,666,988 5,570 3,661,418
—R&eH - Stage 1 3,665,808 - - 3,665,808 5,569 3,660,239
-2 - Stage 2 1,180 - - 1,180 1 1,179
—[BE3 - Stage 3 - - - - - -
FEEHEREMEEE Accrued interest and other accounts 5,221,574 11,806 82,532 5,315,912 39,483 5,276,429
—R&EH - Stage 1 5,197,056 - - 5,197,056 12,272 5,184,784
—[Eer2 - Stage 2 24,518 11,806 - 36,324 2,238 34,086
—[E&3 - Stage 3 - - 82,532 82,532 24,973 57,559

EFRERBBER Loan commitments and financial
guarantees 74,563,798 33,167 10,125 74,607,090 98,973 74,508,117
BB - Stage 1 71,765,299 - 71,765,299 89,684 71,675,615
—[Eer2 - Stage 2 2,798,499 33,167 - 2,831,666 9,289 2,822,377
~I£E3 - Stage 3 - - 10,125 10,125 - 10,125
= Total 317,256,826 1,857,871 2,631,669 321,746,366 1,903,999 319,842,367
BT HEERE - BIRUAFERTE For the purpose of this disclosure, notional amount of debt

BEEFHH AR MEERENEB TAZA
ELRERNREEGFETES AR

HIEEEE -

R BEREGRAF 2022F F 3,

instruments at FVOCI and the associated ECL allowance
maintained in investment revaluation reserve are presented.
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3. BXEREE® 3.
3.2 EERMRm@®)

325 A ALBEZHRFREEMEERTHZ
BEEEREE®R

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

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

(1) ZAEREFENEHBMEE @

20215F12H31H

(1) Financial assets subject to impairment (Continued)

At 31 December 2021

BEE/ 4528
Gross carrying/notional amount
BHEE
BRET  ORBEUT EREE

% Special  Sub-standard At ECL et
Pass mention or below Total allowance Net
BITMERRER Balance and placements with banks 17,414,452 - - 17414452 8,787 17,405,665
N EY —Stage 1 17,414,452 - - 17414452 8,787 17,405,665
—[B2 - Stage 2 - - - - - -
—[&E3 —Stage 3 - - - - - -

PYNEIHEEES-EIHIN Debt instruments at fair value through
Ht 2 ERENEETA other comprehensive income 40,324,942 - - 40,324,942 41,181 40,283,761
—FER —Stage 1 40,324,942 - - 40324942 41181 40,283,761
—[fEE2 - Stage 2 - - - - - -
—B83 - Stage 3 - - - - - -
DESRKATIRMEB LA Debt instruments at amortised cost 24,622,718 - - 24622718 30215 24592503
—B&1 —Stage 1 24,622,718 - - 24622718 30215 24,592,503
—Rg2 - Stage 2 - - - - - -
—-B&3 - Stage 3 - - - - - -
EFEFREH Loans and advances to customers 141,659,329 1,255,174 1,398,836 144,313,339 1,370,947 142,942,392
~[B&1 — Stage 1 131,412,534 - - 131,412,534 469,184 130,943,350
~[E52 —Stage 2 10,246,795 1,255,174 - 11,501,969 354,154 11,147,815
—B83 —Stage 3 - - 1,398,836 1,398,836 547,609 851,207
BHTE Trade bills 4,253,850 - - 4253850 7,347 4,246,503
—[E& - Stage 1 4,253,340 - - 4253340 7,347 4,245,993
-8 - Stage 2 510 - - 510 - 510
—[£E3 - Stage 3 - - - - - -
R R EMmEEE Accrued interest and other accounts 6,134,288 4,408 81,812 6,220,508 39,690 6,180,818
N EY —Stage 1 6,122,418 - - 6,122,418 13,119 6,109,299
—[&g2 —Stage 2 1,870 4,408 - 16,278 489 15,789
—[&&3 - Stage 3 - - 81,812 81,812 26,082 55,730

ETAERBEER Loan commitments and financial

guarantees 76,041,645 40,878 46227 76,128,750 120,604 76,008,146
~[B&R1 —Stage 1 73,678,288 - - 73678288 114783 73,563,505
—f&8R2 —Stage 2 2,363,357 40,878 - 240423 5,821 2,398,414
—-B&3 - Stage 3 - - 46,207 46,207 - 46,207
ait Total 310,451,224 1,300,460 1526875 313,278,559 1618771 311,659,788
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FINANCIAL RISK MANAGEMENT (continued)
Credit risk (Continued)

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

(1) Financial assets subject to impairment (Continued)

The credit ratings are broadly categorised as follows:

Retail

Class 1 “pass”, which covers loans that are current or within 30
DPD.

Class 2 “special mention”, which generally covers loans with 31-
90 DPD.

Class 3 “sub-standard or below”, which generally covers loans
that are more than 90 DPD.

Corporate

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; or
loans that are considered uncollectible after all collection options
have been exhausted.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

FINANCIAL RISK MANAGEMENT (continued)
Credit risk (Continued)

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

(1) Financial assets subject to impairment (Continued)
Treasury
Class 1 “pass”, which covers exposures to counterparties with

internal credit rating of BB- or above.

Class 2 “special mention”, which covers exposures to
counterparties with internal credit rating of B+ to B-.

Class 3 “sub-standard or below”, which covers exposures to
counterparties with internal credit rating of CCC+ or below.

(2) Financial assets not subject to impairment

BREE
Gross carrying amount
2022 2021

RIEEERENERE Trading assets

—BEBES — Debt securities 562,161 4,425,384

—PTHETHE — Derivatives 746,544 375,201
HPOTETA Hedging derivatives 3,154,692 260,651
AT ET2 B EEE T ABEA Financial assets at fair value

eRMEE through profit or loss

—REES — Investment funds 56,420 101,146
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HEERBERE@ 3. FINANCIAL RISK MANAGEMENT (continued)

3.2 =ERR@ 3.2 Credit risk (Continued)

325 Rl AKBBRZHEFRERMERRAFZ 3.2.5 Maximum exposure to credit risk before collateral held
REEEREE @ or other credit enhancements (Continued)

REB 2 EERPAIBE TSI fEE — B a1 - The results of credit performance of the Group can be further assessed

with reference to the following:

. HEFZHEAN B IRIBER T AERRRZ . Mortgage loans, which represent the biggest group in the
BE portfolio, are backed by collateral;

. EEREIZEFERRBREEFER R . Loans and advances to customers that are credit-impaired
TRAAFAM1.86%(20214F : 0.97%) & constituted 1.86% (2021: 0.97%) of the total loans and advances

to customers; and

. BT 75 I B Ath 5 548 & 1 72% (20214 - . 72% (2021: 73%) of the investments in debt securities and other

73%) &V EAEERF bills have at least an A- credit rating.
3.2.6 B RB# 3.2.6 Loans and advances
EEERRBFEMNT Loans and advances to customers are summarised as follows:

2022 2021
ER KRB EEE Gross loans and advances 136,530,235 144,313,339
Mk REEERRE Less: total impairment allowances (1,636,402)  (1,370,947)
HER Net 134,893,833 142,942,392
FEEREZERRIR Credit-impaired loans and advances 2,539,012 1,398,836
Nk - BEERIRBEER Less: Stage 3 impairment allowances (887,053) (547,609)
FRE Net 1,651,959 851,227
BFHEEERAFES Fair value of collateral held* 1,056,118 758,124
FEEREERRBIEEFER R Credit-impaired loans and advances
BRBEASLL as a % of total loans and advances
to customers 1.86% 0.97%

* ERGBZAFEDRBERRMERERREERE * Fair value of collateral is determined at the lower of the market value of

@R MEPREEETE collateral and outstanding loan balance.

R BEREGRAF 2022F F 3,
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. HBBEBEEm 3. FINANCIAL RISK MANAGEMENT (continued)

3.2 =ERR@ 3.2 Credit risk (Continued)

326 EFRZH @) 3.2.6 Loans and advances (Continued)

TRYRIEE BN RAR I BEEES BIE The table below shows the percentage of impairment allowance as a
BEREBRZBEDL percentage of loans and advances for each of the three broad internal

rating classes.

2022 2021
WEEE AR
HEMREREE IHERGRE
ADL Ant
EXRRER Impairment EFKEEFX  Impairment
B2tk  allowance Anth allowance
Loans and as a % of Loans and as a % of
advances loan balance advances loan balance
% % % Y%
487 Class
1-1E%® 1 - pass 96.8 0.4 98.1 0.5
2 — FFRlEE 2 — special mention 1.3 15.3 0.9 8.2
3 — RASIAT 3 — sub-standard or below 1.9 34.9 1.0 39.2
100.0 1.2 100.0 1.0
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

3. H¥ERERm@m 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
326 BEFRE5 @ 3.2.6 Loans and advances (Continued)
() REBMEBREENFEIREFER (a) Loans and advances to customers that are credit-
BE2BEFERREBR impaired under HKFRS 9
EEREER RN B R REB A The analysis of the gross amount of credit-impaired loans
BRZBEER AT EZRERN ST - and advances by class, along with the fair value of the related

collateral held by the Group as security, is as follows:

BFHEIEHm
AFE
ReiazE BEERE BRE{E  Fair value
Gross Impairment Carrying of collateral
2022%12H31H At 31 December 2022 exposure allowance amount held
EERBEZER Credit-impaired loans
BAER : Loans to individual:
—{(=ABFK — Credit cards 14,176 11,991 2,185 =
—IRIBER — Mortgages 254,376 52,170 202,206 219,655
—Ht — Others 340,231 168,771 171,460 43,633
EEN Loans to corporate entities:
—BHER — Term loans 1,566,736 569,768 996,968 498,002
—IRIBE — Mortgages 109,328 6,608 102,720 108,734
B o5& — Trade finance 106,092 35,465 70,627 43,726
—H — Others 148,073 42,280 105,793 142,368
FEEREZERER Total credit-impaired loans 2,539,012 887,053 1,651,959 1,056,118
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. H¥ERERm@m 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
326 BFRE @) 3.2.6 Loans and advances (Continued)
(F) REABVMBERSEENFIRESER (a) Loans and advances to customers that are credit-
BExEFERRERE impaired under HKFRS 9 (Continued)
BEEARD
AV
[R\% 4858 B LERE SRMEE Fair value
Gross  Impairment Carrying  of collateral
2021F12A31H At 31 December 2021 exposure allowance amount held
EERBEZER Credit-impaired loans
EAER : Loans to individual:
—EAFR — Credit cards 17,250 14,749 2,501 -
—ZBER — Mortgages 204,192 37,027 167,165 181,543
—Ht — Others 367,247 167,404 199,843 58,139
TEER Loans to corporate entities:
—FHIER — Term loans 254,374 116,752 137,622 158,756
—RIBER — Mortgages 111,170 10,032 101,138 105,930
—E58E — Trade finance 267,908 142,939 124,969 93,559
—H — Others 176,695 58,706 117,989 160,197
EEREZERER Total credit-impaired loans 1,398,836 547,609 851,227 758,124
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HBBEBREEm
3.2 FERB@
326 B#REH )
(2) BE3EANLZERRER

(i) BEKREEENEE

3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)
3.2.6 Loans and advances (Continued)
(b) Loans and advances overdue for more than 3 months

(i) Gross amount of overdue loans

2022 2021
R EE EEAAREE
BERBHE BEiezs
Gross Gross
amount of 1h#azE amount of Ih4a%E
overdue ADL overdue At
loans % of total loans % of total
REEBRFPERRRK Gross loans and advances to
4A%E - EH customers which have been
overdue for:
—3fE A LA LZ=6MEA — six months or less but
over three months 535,376 0.39 103,435 0.07
—6EANLEE1FE — one year or less but over
six months 987,443 0.72 126,868 0.09
—1F L E — over one year 332,525 0.25 583,423 0.40
1,855,344 1.36 813,726 0.56
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. HEKERBEE@ 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
326 BFREHM @ 3.2.6 Loans and advances (Continued)
(Z) B3EA U EERRBR(E) (b) Loans and advances overdue for more than 3 months

(Continued)

(i) BEIKEEEZLRBZZHE (i) Value of collateral held and impairment allowances
BRI A n (B against overdue loans and advances
BERRBRK HHRm
REBHE BmE HRm  EFmAREE P& ER3
Outstanding Current  FrA&AIEER{D AEIG RIEERE
amount of market Portion Portion not Stage 3
loans and value of covered by covered by impairment
2022412H31H At 31 December 2022 advances collateral collateral collateral allowances

BEAAREEES  Overdue loans and

= ONEEN advances to customers 1,855,344 1,715,178 888,975 966,369 632,380
ERRER I

NEEBER WmE Hifm  ERmAReE f& 3

Outstanding Current  FTEIESR D AAEE S SEE

amount of market Portion Portion not Stage 3

loans and value of  coveredby coveredby impairment

2021%12H31H At 31 December 2021 advances collateral collateral collateral  allowances

BEIREE®EFP  Overdue loans and

RS advances to customers 813,726 888,796 456,744 356,982 350,828
REZEBERREEREREFN - &H Collateral held mainly represented pledged deposits,
W5 N AR IR Bt [E FE B EE AN AR o mortgages over properties and charges over other fixed

assets such as equipment.

(R) REAER(ENREEELRZE (c) Rescheduled advances net of amounts included in
BMER) overdue advances shown above
1G4 14858
Bt AL
2022 % of total 2021 % of total
BEERNER Loans and advances to customers 339,249 0.25 350,761 0.24
F& EXS R E %S Stage 3 impairment allowances 123,023 141,673
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. H¥ERERm@m 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
327 ESEE 3.2.7 Trade bills
R20224F 220219412 A31H » Wi HitEE3(E As at 31 December 2022 and 2021, there were no balance of trade bills
AMBSEEEH - that were overdue for more than 3 months.
3.2.8 W [EIE R 3.2.8 Repossessed collateral
RERFF ZWEEFERIOT Repossessed collateral held at the year-end is as follows:
2022 2021
BELE Nature of assets
BRI ES Repossessed properties 125,262 208,090
EAh Others 5,560 1,090
130,822 209,180
W B IR BRI (T IE R R R B E - TWFRIBALA Repossessed collaterals are sold as soon as practicable with the
WIRBEZIERAREBEE - proceeds used to reduce the outstanding indebtedness of the borrowers
concerned.
& &t 7] & 38 48 {8 459,356,000 7 JT (2021 £ Certain other properties in the Mainland China with a total estimated
64,984,000/8 7T ) Z FEFR BN Ay A T E b4 2 realisable value of HK$59,356,000 (2021: HK$64,984,000), which had
Ty S B R i B N AP 284 2 A S T A been foreclosed and repossessed by the Group pursuant to orders
PIRERE R B - ZERARAR2HMNMTTI22E issued by courts in the Mainland China, represent assets held by the
MEE|BETHESERLEZEE - HEZERD Group for resale and have been reported under “Other assets” in Note
AR TR 32. The relevant loans had been derecognised.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE® 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 FEERR@ 3.2 Credit risk (Continued)
329 FiEEE 3.2.9 Loss allowance
TREBRIRE B RS ERIF o5 AN EIL & ER The tables below provide a reconciliation of the Group’s ECL
CRPERRBR - BERRERMEER 2 TEE allowances for loans and advances to customers, loan commitments
BEEEEEBNEER - and financial guarantees by stage under HKFRS 9.
Z2E& Retail
P B B2 2] &t

RHREE RHEE RHEE RAEE
BIR%ERE ER%EE ER%EE BREE

Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2022F1H1H At 1 January 2022 365,825 36,230 219,180 621,235
B Transfers:
BB ERE Transfer to Stage 1 5,676 (5,676) - -
HB TR Transfer to Stage 2 (4,498) 4,975 (477) —
S ERERS Transfer to Stage 3 (20,511) (13,099) 33,610 -
MRS ER L EFEEHES  Effect of stage transfers and
252 changes in allowance (845) 7,615 266,461 273,231
HRFTRAE - A New financial assets originated,
HiFMR 2 @ RMEE purchased or derecognised
during the period 36,837 7,516 (7,197) 37,156
BRISAK BHIELRK,/#H) Changes in PDs/LGDs/EADs/
FRBRAE, /A AR forward-looking assumptions
ol (81,337) 5,403 31,178 (44,756)
EEB(L Model enhancements = = = =
FRERBRER Unwind of discount 409 502 68 979
e Write-offs - - (309,891) (309,891)
HINEE % EL At 5 Foreign exchange and other movements (163) - - (163)
2022%12A31H At 31 December 2022 301,393 43,466 232,932 577,791
2021F1A1H At 1 January 2021 401,256 40,967 229,706 671,929
B Transfers:
HBERE Transfer to Stage 1 8,357 (7,664) (693) -
B ERE2 Transfer to Stage 2 (3,776) 3,776 - -
S ERERS Transfer to Stage 3 (17,919) (14,019) 31,938 -
PSR R EEHZEMES  Effect of stage transfers and
=74 changes in allowance (2,482) 1,823 262,336 261,677
HRFTRE - ALK New financial assets originated,
REER CREE purchased or derecognised
during the period 43,011 8,046 (964) 50,093
BONAE,EBHIBRE /14 Changes in PDs/LGDs/EADs/
RBALE AR R forward-looking assumptions
) (71,549) 1,478 (15,510) (85,581)
EREL Model enhancements 8,406 1,437 (712) 9,131
FRPRALIR Unwind of discount 502 371 30 903
s Write-offs - - (286,951) (286,951)
HINEE % E At 5 Foreign exchange and other movements 19 15 - 34
2021F12A31H At 31 December 2021 365,825 36,230 219,180 621,235
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE®
3.2 EERR@m
329 EEEEE)

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

3.2.9 Loss allowance (Continued)

¥ Corporate
P Ex1 P& ER2 PEER3 &t
BHEE BEREE BHEE BHREE
EiEEE EEEE BEESE BEERE
Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2022F1H1H At 1 January 2022 218,142 323,745 328,429 870,316
B Transfers:
BB Transfer to Stage 1 7,275 (6,111) (1,164) -
HBEREE2 Transfer to Stage 2 (19,004) 19,004 - -
BB EEES Transfer to Stage 3 (1,795) (81,831) 83,626 -
PP ERER EEZEIES  Effect of stage transfers and
k% changes in allowance (3,481) 20,174 505,434 522,127
HNFIRA - BASUREEZ  New financial assets originated,
LEMEE purchased or derecognised
during the period 23,306 (16,342) (39,442) (32,478)
BNTAR,EHIEBRE /14 Changes in PDs/LGDs/EADs/
R ESE /AR ERRZ forward-looking assumptions
g (28,716) 50,246 44,493 66,023
AL Model enhancements - = = =
FRERAATR Unwind of discount 84 1,422 127 1,633
HisH Write-offs - - (267,340) (267,340)
SN Ko E A 5 Foreign exchange and other movements (1,265) (1,753) (42) (3,060)
2022%12A31H At 31 December 2022 194,546 308,554 654,121 1,157,221
2021F1A1H At 1 January 2021 231,418 176,984 326,802 735,204
B Transfers:
BB EREEA Transfer to Stage 1 12,518 (12,518) - -
BB EEER2 Transfer to Stage 2 (10,761) 10,761 - -
BB EMRES Transfer to Stage 3 (384) (3,997) 4,381 -
MRS L EFEEHATES  Effect of stage transfers and
pd-Z changes in allowance (7,637) 16,300 34,781 43,444
HRFRL  BASUEEER  New financial assets originated,
JEMEE purchased or derecognised
during the period 71,228 (3,082) (35,501) 32,645
BOMAR B HIEBERE 24 Changes in PDs/LGDs/EADs/
BB S AE R BRER forward-looking assumptions
= (41,787) 159,350 74,678 192,241
BRE( Model enhancements (37,011) (22,085) - (59,096)
fRbRARIR Unwind of discount 237 1,509 51 1,797
s Write-offs - - (77,503) (77,503)
NG % EL At Foreign exchange and other movements 321 523 740 1,584
2021F12A31H At 31 December 2021 218,142 323,745 328,429 870,316

R BEREGRAF 2022F F 3,
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE® 3.
3.2 EERMREm@m)
329 EEEE®

TRBERIZE BV BRE LR FEIRAEBILMHEER
ZRBEEMEPERRBR  RHELENE
BERERABREROGRS )WL -

FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)
3.2.9 Loss allowance (Continued)

The tables below provide a reconciliation of the Group’s gross exposure
(in terms of the aggregate of carrying amount of loans and advances
to customers and notional amount of loan commitments and financial
guarantees) by stage under HKFRS 9.

e Retail
P ER1 PEER2 PEFER 3 =
Rk [kt R RAEE et ]
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
exposure exposure exposure exposure
20221H1H At 1 January 2022 111,759,224 448,842 588,688 112,796,754
v Transfers:
BB ERERI Transfer to Stage 1 76,020 (76,020) - -
HBERE2 Transfer to Stage 2 (344,783) 349,174 (4,391) -
BB EEES Transfer to Stage 3 (347,038) (93,907) 440,945 -
FIATER « iR IHTER Origination, derecognition,

E—PERRER further lending and repayment (2,714,542) (78,721) (106,318)  (2,899,581)
s Write-offs - - (309,891) (309,891)
ANE K L fth 5 Foreign exchange and

other movements (158,115) - (250) (158,365)
2022%12831H At 31 December 2022 108,270,766 549,368 608,783 109,428,917
202151 A1H At 1 January 2021 108,821,831 460,323 614,711 109,896,865
| Transfers:
BB ERE Transfer to Stage 1 77,250 (70,801) (6,449) -
VY ) Transfer to Stage 2 (261,588) 261,588 - -
BB EEES Transfer to Stage 3 (328,740) (84,431) 413,171 -
TR » ST Origination, derecogpnition,

BE—TERRENR further lending and repayment 3,438,058 (117,918) (145,794) 3,174,346
g Write-offs - - (286,951) (286,951)
HINEE K% E At 5 Foreign exchange and

other movements 12,413 81 - 12,494
2021F12A31H At 31 December 2021 111,759,224 448,842 588,688 112,796,754
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE®
3.2 FERMRm@m)

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

329 EEEME @) 3.2.9 Loss allowance (Continued)
haf 3 Corporate
P EX1 P ER2 PEER 3 &5t
[ B 4 R =Rk [Nk et ]
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
exposure exposure exposure exposure
2022F1H1H At 1 January 2022 93,331,598 13,457,362 856,375 107,645,335
v Transfers:
B SR Transfer to Stage 1 1,289,871 (1,287,410) (2,461) —
BB R Transfer to Stage 2 (4,974,097) 4,979,117 (5,020) -
B ERES Transfer to Stage 3 (827,604) (823,332) 1,650,936 -
IRTER ~ £ Origination, derecognition,

E—PERLER further lending and repayment (1,858,687)  (3,640,620) (287,024)  (5,786,331)
iy Write-offs - - (267,340) (267,340)
SN T oA Foreign exchange and

other movements (167,061) (28,907) (5,112) (201,080)
2022F12A31H At 31 December 2022 86,794,020 12,656,210 1,940,354 101,390,584
2021F1H1H At 1 January 2021 92,043,595 13,166,661 959,383 106,169,639
B Transfers:
BB EEEA Transfer to Stage 1 1,619,588 (1,619,588) - -
BB ERE2 Transfer to Stage 2 (4,317,741) 4,319,007 (1,266) -
BB ERES Transfer to Stage 3 (176,151) (50,799) 226,950 -
VIAHER ~ BRIEHER Origination, derecognition,

E—SEIRER further lending and repayment 4,080,324  (2,369,406) (253,623) 1,457,295
HiaH Write-offs - - (77,503) (77,503)
HINEE % E At Foreign exchange and

other movements 81,983 11,487 2,434 95,904
2021F12A31H At 31 December 2021 93,331,598 13,457,362 856,375 107,645,335

HEAEBERS RERITHE R KA R A
FIBRSKA RN FEFTE A AT ALMEERE
MEBLIA  HFURQATFEFEBEEEHTAR
fth 2 T U2 2 MO (B 75 T B 48 (877,973,000 7T &
B1BBRERR2 Bl EEEBRRERERERE
JE 17722021 4512 A 31 H 8972,00008 7T N &= 7
2022412 A31 H#630,000/8 7T « Hith DB EFE
MBI B AN T NERE R ER -

R20214F -
ﬁﬁ%éﬁﬁ% o

ERMEHAA O BEERBRIRRER

R BEREGRAF 2022F F 3,

Treasury portfolio, which consists of cash and balances with banks
and debt instruments at amortised cost or fair value through other
comprehensive income. Of which, debt instruments at fair value through
other comprehensive income with notional amount of HK$77,973,000
was transferred from Stage 1 to Stage 2 with an increase in ECL
allowance from HK$72,000 as at 31 December 2021 to HK$630,000 as
at 31 December 2022 due to stage transition. Others are classified in
Stage 1 without stage transition during the year.

In the year 2021, the whole Treasury portfolio was classified in Stage 1
with no stage transition during the year.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. H¥ERERm@m 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 =ERR@ 3.2 Credit risk (Continued)

3.2.10 EHEH

TRIITRMN20224F 2021412 A31 BRI et
IBEZTFPANT 2 EEES o

3.2.10 Debt securities

The table below presents an analysis of debt securities by rating
agency designation at 31 December 2022 and 2021.

WA EE
BHZFHTA
Hit2EKE
MEREE
Financial — SAEiERRZAF
assetsat IRMERMEE
HFEE fair value Financial
BBEE  through other assets at
Trading comprehensive amortised &t
2022F12A31H At 31 December 2022 assets income cost Total
AAA AAA - 3,127,926 - 3,127,926
AA- & AA+ AA-to AA+ 562,161 10,208,949 6,440,778 17,211,888
A-E A+ A-to A+ - 15,630,609 15,822,608 31,453,217
BATREERA- Rated but lower than A- - 8,975,053 7,449,315 16,424,368
B Unrated - - 3,288,444 3,288,444
G Total 562,161 37,942,537 33,001,145 71,505,843
MATEFE
BEZHHA
Hih 2 ElE
MEREE
Financial LA &K
assetsat  EMEEEAE
FIEEE fair value Financial
B#®HEE  through other assets at
Trading  comprehensive amortised CH
2021F12A431H At 31 December 2021 assets income cost Total
AAA AAA - 1,395,716 284,131 1,679,847
AA- & AA+ AA- to AA+ 4,425,384 11,192,294 3,631,286 19,248,964
A-ZE A+ A-to A+ - 17,997,513 12,297,697 30,295,210
A REERA- Rated but lower than A- - 7,688,494 4,689,472 12,377,966
AEFR Unrated - 3,093,776 3,720,132 6,813,908
CEl Total 4,425,384 41,367,793 24,622,718 70,415,895
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HXEREE®
3.2 EERMRm@m)

321 MEERERRZEBEEZ BREFE

E
(F) BE

BEFERRBR 22BN IIREDZ ER
B ie c BRAPREMAE - —RIMF -
EERNBERTERBERATR 2R

B - BRI ER o

TRAEZFERNRBTETER

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

3.2.11 Concentration of risks of financial assets with credit
risk exposure

(a) Geographical sectors

Loans and 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 loans and advances to
customers by geographical area.

20224 20214
12A31H 124318
At At
31 December 31 December
2022 2021

REER R ETE Gross loans and advances to

customers

—B% — Hong Kong 115,764,347 121,821,903
—HE - China 5,983,130 7,615,412
— BP9 — Macau 13,466,251 13,777,935
— A — Others 1,316,507 1,098,089

204 RE&REEBGRNT 2022F FH

136,530,235 144,313,339
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3. BXEREE®
3.2 EERMREm@m)
3211 WEELEERRZEBEEZAREFE

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

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

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

(b) Industry sectors

Gross loans and advances to customers by industry sector

S classified according to the usage of loans
2022 2021
EHBEANER Loans for use in Hong Kong
Trasat Industrial, commercial and financial
—MEERE — Property development 5,194,440 5,467,229
—ERE — Property investment 21,406,840 19,253,002
— SRR - Financial concerns 2,564,573 4,661,129
—BRELKL — Stockbrokers 842,926 1,642,984
— LT E — Wholesale and retail trade 4,825,599 5,401,435
—BlEE - Manufacturing 1,954,317 1,987,035
— B BRI — Transport and transport equipment 2,247,726 2,269,160
—FREEH — Recreational activities 79,708 59,895
— BRI — Information technology 22,048 59,058
—HAb — Others 6,054,928 6,970,986
45,193,105 47,771,913
EA Individuals

—-BEIEEEHEEMS] -
[AZREETS R
[MAEEHEFS BTERK

—BEHBEEMEEN

—ERRER
—Hftp

EEEEANER
B SRE (A1)
EEBUIMERHEZR(FE2))

— Loans for the purchase of flats
in Home Ownership Scheme,
Private Sector Participation
Scheme and Tenants Purchase

Scheme 484,470 529,218
— Loans for the purchase of other

residential properties 33,911,826 33,473,466
— Credit card advances 3,674,222 3,670,096
— Others 12,181,304 13,105,677

50,251,822 50,778,457

Loans for use in Hong Kong 95,444,927 98,550,370
Trade finance (Note (1)) 5,752,611 8,123,088
Loans for use outside Hong Kong

(Note (2)) 35,332,697 37,639,881

136,530,235 144,313,339
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HXEREE®
3.2 EERMRm@m)

211 WEEEERREZEBEEZAREPE
E&)

(2) 173

EFENAERE — RITERESFESHE
(#)

(1) LI RZESIRERSERSCERE
Lz ABESImoEARSED - O
BOMRE  UEERESRESZER -

TEREBZESHMEBER(BIEAIRIT
BIRAR ([ KHERT]) Z/BIMEITHIE A
AR T2 E HRE)#{E281,123,000/%5 7T
(2021412 A31 8 : 485,128,000/ 7T ) »
BREEBUIMERMERIET -

() [EFEMIMEBNERIBEETEESE
FREEEAIMERZEK

3.3 mizER

TG R T e 5 _ LR & R ER AN ZE s
HYEE  BEREERERINGRZEERR -

BRERGzmERBEHESS  RREERS
REEBERMERKRERRZEERESERT
ZRENMZEZ S RRRRENIESINEE - &
BIR IR A A N % B dn R R R 28 B RR
E o %ERBEEBETHEDR  LARE -
gRMERTSRRBE(TSRREE] Z
BB TSARNEERARTEERR
MEARK - SERERB2EREEREZER(R
REIE R EERR]) T —EB L < B IR K
P aELBRERMEFRE - AH#R - 5
B EELEEZFRBRRIEZABITHERR
FAERRSEATEZKEAR - ER T FARER
MBABRBEAERRLEFEAEEIRE - ME
hRERREZES  RREENARZESHE
EEEERIE -

R BEREGRAF 2022F F 3,

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

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

(b) Industry sectors (Continued)

Gross loans and advances to customers by industry sector
classified according to the usage of loans (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 Dah Sing
Bank, Limited (“DSB”)) totalling HK$281,123,000 (31 December
2021: HK$485,128,000) are classified under Loans for use outside
Hong Kong.

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

3.3 Market risk

Market risk is the risk of losses in assets, liabilities and off-balance
sheet positions arising from adverse movements in market rates and
prices.

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

RIRITZMBABRFIBERRITRNDERRA]
(MRFIEMZERTT RAFHRT(PE)BRQE
(TRFRIT(PE) DREBEE —EBERBMBUR
REXHBITREZTHARERERANTE
RITZHERE) - RFIRTT 2 ABREIEREEE
ERREEPIEERITIAHRIT(FE)HES
B2 mIGRAKR - HRD B R R EAE R
EBRI I ML B MRE L

AEBEREHEEERMRITRZTISRRER T
Az EiR BRI A2

331 FEEERZ TS EE

AEBEZEERA - EINE - BFES ol
ERMTETAZBEEFAPHFETSEAR -

(F) mEERTEE®

ERTERRER  AREEAZEXRY
BIRAZ A EMISER MIEHTH S AR
MREZARBEHEN - TERARFTER
EEMIS AR 2T EIARMNT

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)

3.3 Market risk (Continued)

Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank (China)
Limited (“DSB China”), which are subsidiaries of DSB, run their treasury
functions locally under their own set of limits and policies and within
the market risk management framework set by DSB. The RMCD of
DSB oversees the market risk arising from the treasury operations of
BCM and DSB China to ensure that the risk controls put in place are
commensurate with their businesses and consistent with the Group
standards.

The Group applies different risk management policies and procedures
in respect of the market risk arising from its trading and banking books.

3.3.1 Market risk arising from the trading book

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.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2022

207



iR A M ERR M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HBBEBREEm
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331 FEEERZ THEE &)
() TERBETESE@
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SRS EEZEETEAKR o Eit
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il

5 e BUEE B R R R B A
(MAEBMER—R)EESERE
B - MBRRBETMKER A ZHE
e mEAREEBEE—EEF
Bz BEBERNRE - 8 —EE
SRR ARTE -

AEEFEZDBEAARER 2 THA
BEAR - FEERTSERRSE
R BRI - P EEEAENRE
FTUBRERAREEEABER -

EAmSRREEAAEE 2 TIZAR
ERSEEAN—EERE  EFESRHE
BEZZEERMEEERARED
RTSRBEERERSRESER
=Y WELEEERR - BAREER
ErNeREREENSRREE
ER RS S L TE N o AE
Bt FERN2ERZ SR 2 5 ERE
{E B 516 /43,388,000/4 7T (20214 :
1,379,000 T) °

208 AKFemEEARAT 20225 F 5K

3. FINANCIAL RISK MANAGEMENT (continued)

3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

(a)

Market risk measurement technique (Continued)
(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.

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

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$3,388,000 (2021: HK$1,379,000).
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3. BXEREE® 3.
3.3 ThiEEMR@m)
331 FEEERZHTHEELE®

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

3.3.1 Market risk arising from the trading book (Continued)

() miERBTESE@) (a) Market risk measurement technique (Continued)
(i) 78 (i) Stress tests

B RIS ISR T AR 2
BEBREZOE - BRERERER
FETHEDNHAER  AREERE
DR TERESRRRRNTHETT
TRENEE - RMEAREAAR - 77

ERNMARERIEE N ERE R ER
BHAEREITRE - I TREtER
EFEERZMAE 2B BRAFNGEE
BHEEEEKTFREREETEH
B HIR R E B BEBNIERHRE © it
S ETTHBEARBIER —HEXK
TEUFEARERBERAEZAR

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

RIKFERIFTe A BT I5E AL prescribed tolerable levels.
8 o

BEHARz#RmEEe hEREY
ZEg TR -

(2) TEREBREMRE

(b)

B ZE2022F12A31 8112184
12 months to 31 December 2022

The results of the stress tests are reviewed by the Board
and its delegated committees regularly.

VaR summary of trading portfolio

B ZE2021F12A31H 112 AR
12 months to 31 December 2021

F 15 BS 5434 F1g &= 533

Average High Low Average High Low

SN R\ Bz Foreign exchange risk 1,660 3,113 262 966 3,362 273
= Interest rate risk 2,393 5,844 511 834 4,124 211
EarEl All risks 3,388 6,132 653 1,379 4,317 413
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)
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3. FINANCIAL RISK MANAGEMENT (Continued)
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.

(a) 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 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 and Global Markets Division of the Group on a
daily basis within established foreign exchange limits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)

3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(2) kB FEERRECSZHREDN (b)

(&)
() SMNERE )

FREHINEESREETEE R
ZHA  BERSEBEEHINESD
AL SR 85 DUBUR S NE LR ©

$2022F 12 A31H - WA H &
FRBIEMATH ARBIZE100
EEE  AEE 2R G R RER
#5 1% 1127,000,0007% 7T (2021 4F : #
Hn39,000,000%7T) * F EZHER IR
HAREEER 2 INER S KN RE
AR B ERZINEESIE o

MR - WA H b RN
i 7 JC ¥ A R A E 100 1B £ 2 -
RNEEFEZ BRI E R &SR
427,000,000 % 7T (2021 & : & 2
39,000,000 7T) °

Sensitivity analysis of non-trading portfolio (Continued)

(i) Foreign exchange risk (Continued)

Long-term foreign currency funding, to the extent that this
is used to fund Hong Kong dollar assets, or vice versa, is
normally matched using foreign exchange forward contracts
to reduce exposure to foreign exchange risk.

At 31 December 2022, 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$27 million higher (2021: HK$39 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$27 million lower (2021: HK$39 million lower).
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3. FINANCIAL RISK MANAGEMENT (continued)

3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(b)

Sensitivity analysis of non-trading portfolio (Continued)

(ii)  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 in the Banking Book (“IRRBB”). 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 undergo adverse impact 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 (“ALCO”) set limits on the level of mismatch of
interest rate repricing that may be undertaken and monitor
the interest rate impacts through scenario analysis and
stress testing regularly.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
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 2022, if HK$ and US$ market interest
rates had experienced a 200 basis points parallel up shock
under the HKMA'’s standard parallel up scenario, with other
variables held constant, the impact on earnings over the
next 12 months and the impact on economic value of equity
would have been HK$335 million higher and HK$670
million lower respectively (2021: HK$78 million higher and
HK$727 million lower respectively).

The method and assumptions used in the above sensitivity
analysis on foreign exchange risk and interest rate risk are
broadly on the same basis for both 2021 and 2022.

In addition to foreign exchange risk and interest rate risk, the Group’s
investments in debt securities and equity securities are also exposed
to risks arising from other factors. Consequently, the value of such
investments could change significantly depending on a variety of factors
including liquidity risk, market sentiment and other events that might
affect individual or portfolios of exposures.
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3. HXEREE® 3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 WHRR@ 3.3 Market risk (Continued)

3.3.3 JMER B 3.3.3 Currency risk

TR AN EBIZEEE S RABEZEEHZ The table below summarises the Group’s financial assets and

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

BREEREZSR - commitments translated into equivalent HK$ amounts, categorised by
currency.

B Y A AR Hity i
2022%12A318 At 31 December 2022 HKD UsD MOP RMB Others Total
BE Assets
B RAEFTNER Cash and balances with banks 8,774,615 1,905,775 524,672 2,294,417 5,190,167 18,689,646
ERME12EANEIS Placements with banks maturing

MER between one and twelve months 5,882,761 1,483,862 - 2,277,134 500,159 10,143,916
BEEBERENES Trading securities 562,161 - - - - 562,161
IWATE:t 2 RE2E: Financial assets at fair value

AERHNSREE through profit or loss 14,126 523,287 - 9,303 75,352 622,068
fTEeRIA Derivative financial instruments 153,112 3,568,584 - 2,716 176,824 3,901,236
XBEFREMER Advances and other accounts 110,798,022 13,530,721 8,248,154 8,453,444 2,801,339 143,831,680
IATEEBEZEHA Financial assets at fair value through

Hp2ENENERHEE other comprehensive income 9,909,987 30,750,175 324,526 131,374 930,774 42,046,836
DB ATIRNEREE Financial assets at amortised cost 4,154,888 25,113,813 1,141,293 2,355,588 176,128 32,941,710
SREES Total financial assets 140,249,672 76,876,217 10,238,645 15,523,976 9,850,743 252,739,253
g Liabilities
BAIER Deposits from banks 422,926 3,689,567 - - - 4,112,493
fTESBTA Derivative financial instruments 59,048 828,542 - 11,551 98,496 997,637
FEEERRNEE Trading liabilties 730,491 - - - - 730,491
REET Deposits from customers 128,257,787 38,818,087 9,216,694 13,042,823 9,239,518 198,574,909
BEANENE Certificates of deposit issued - 4,228,983 - - - 4,228,083
BERR Subordinated notes - 3,801,495 - - = 3,801,495
HipfRE Rl Other accounts and accruals 4,518,048 4,319,412 681,685 316,402 53,390 9,888,937
SHAEAH Total financial liabilities 133,988,300 55,686,086 9,898,379 13,370,776 9,391,404 222,334,945
BEBERABRTE Net on-balance sheet positions 6,261,372 21,190,131 340,266 2,153,200 459,339 30,404,308

BERERIMERBREE Off-balance sheet net notional

positions* 16,463,860  (15,923,280) - (1,099,191) 647,607 88,996

FERE Credit commitments 59,473,558 7,503,748 2,160,921 5,092,322 376,541 74,607,090
* BEBERIMNFERR FEETZANBMELRE * Off-balance sheet net notional positions represent the net notional
EINEZ B R 2 INESBOTA T B RZFHE o amounts of foreign currency derivative financial instruments which are

principally used to reduce the Group’s exposure to currency movements.
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3. FINANCIAL RISK MANAGEMENT (continued)

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.3 Currency risk (Continued)

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BT e R ARE Eth A%

2021512 /318 At 31 December 2021 HKD usb MOP RMB Others Total
B Assets
Re BRI Cash and balances with banks 6,144,644 1,386,160 644,542 2,395,942 2220574 12,791,862
ERTIE120EANZIH Placements with banks maturing

MR between one and twelve months 2,922,855 268,824 2117 888,863 531,144 4,613,803
BEEBERENES Trading securities 4,425,384 - - - - 4425384
NATEEREEH:T Financial assets at fair value

NERENEHEAE through profit or loss 35,983 302,270 - 14,119 256,894 609,266
fiESBIA Derivative financial instruments 50,869 489,281 - 11,457 84,245 635,852
REEFREMER Advances and other accounts 112,490,126 19,425,374 8673411 10,976,389 1804413 153,369,713
DUNCS SRS YN Financial assets at fair value through

HtzENENEREE other comprehensive income 10206736 34,732,299 36,991 140,751 1281491 46,398,268
DB ATIRN S REE Financial assets at amortised cost 2,157,902 19,546,811 970,094 1,729,294 188,402 24,592,503
SREEAH Total financial assets 138434499 76,151,019 10,327,155 16,156,815 6,367,163 247,436,651
B Liabiliies
BT Deposits from banks 64,147 1,377,614 - 259,937 1,499 1,703,197
fTESBIA Derivative financial instruments 50,424 1,298,004 - 6,628 70,309 1,425,365
BEEBREMER Trading liabilities 1,511,927 - - - - 1,511,927
REER Deposits from customers 125,561,497 38,016,368 9,530,024 14,048,505 7,756,319 194921713
BETHEHNE Certificates of deposit issued 200,057 6,389,660 - - - 6,589,717
BEES Subordinated notes - 4,128,446 - - - 4,128,446
HipfR A KR Other accounts and accruals 5,616,329 1,345,378 647,470 508,399 51,786 8,169,362
SRERAE Total financial liabilities 133,004,381 52555470 10,186,494  14,823469 7879913 218,449,727
EEEBRRABEFE Net on-balance sheet positions 5430,118 23,595,549 140,661 1333346 (1,512,750) 28,986,924
BEERRIMEEEEEE Off-balance sheet net notional positions* 17,201,973 (19,767,365) - (240,501) 2,630,250 (175,649)
EEAE Credit commitments 62,398,672 7,579,705 2,294,001 3,749,471 106,901 76,128,750
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HEEKREEm 3. FINANCIAL RISK MANAGEMENT (continued)

3.3 WHRR@ 3.3 Market risk (Continued)

334 FIEmEEE 3.34 Interest rate risk

TRESANEEZFERR - RNBEARERZ The table below summarises the Group’s exposure to interest rate risks.
FHSHETEC eREERAE  WKEFEE Included in the table are the Group’s financial assets and liabilities at
A BB R (ARFEERE)HHE carrying amounts, categorised by the earlier of contractual repricing or

maturity dates.

3EAKE
38R BE 1E0E
HHUT Over B56 56HLE FitE
3 months 3months  Over 1 year Over  Non-interest £h
2022%12A31A At 31 December 2022 or less to 1 year to 5 years 5years Bearing Total
BE Assets
Re RIERITHER Cash and balances with banks 16,974,988 - - - 1,714,658 18,689,646
ERME12(ER R Placements with banks maturing
MER between one and twelve months 7,232,880 2,911,036 - - - 10,143,916
BEEERLENES Trading securities 545,165 6,438 10,558 - - 562,161
YNEHEEES- YN Financial assets at fair value through
EaMeREE profit or loss 47,117 - - - 574,951 622,068
fTEeRIA Derivative financial instruments - - - - 3,901,236 3,901,236
REERREMER Advances and other accounts 122,136,233 4,964,340 8,510,503 2,910,738 5,309,866 143,831,680
IATEE BEZEHA Financial assets at fair value through
Hp2ENENERHEE other comprehensive income 6,809,174 6,158,337 20,117,460 4,975,835 3,986,030 42,046,836
NBRK TR HEE Financial assets at amortised cost 2,977,086 3,210,135 19,161,502 7,590,998 1,989 32,941,710
SREEAH Total financial assets 156,722,643 17,250,286 47,800,023 15,477,571 15,488,730 252,739,253
af Liabilities
RIS Deposits from banks 3,411,424 - - - 701,069 4,112,493
fESBIA Derivative financial instruments - - - - 997,637 997,637
BEEERRNER Trading liabilities 730,491 - - - - 730,491
XPEA Deposits from customers 132,380,202 48,937,816 2,406,598 - 14,850,293 198,574,909
BEANERE Certificates of deposit issued 814,917 3,049,142 364,924 - - 4,228,983
BBER Subordinated notes - - 3,801,495 - - 3,801,495
Hib8RE Rl Other accounts and accruals 738,548 101,529 295,877 101,148 8,651,835 9,888,937
SREEA Total financial liabilities 138,075,582 52,088,487 6,868,894 101,148 25200,834 222,334,945
FEgREEAH Total interest sensitivity gap
(RS (unadjusted)* 18,647,061  (34,838,201) 40,931,129 15,376,423
FIRfTEIAGHzEE Effect of interest rate derivative
contracts 29,990,577 689,839  (16,153,692)  (14,526,724)
FSSREESH (LHR) Total interest sensitivity gap
(adjusted)* 48,637,638  (34,148,362) 24,777,437 849,699
* REARNCHBERENZREERBRRNEEM * Unadjusted interest sensitivity gap is determined based on positions of on-
EBENFREET - KRABNEHBEEEA balance sheet assets and liabilities. Adjusted interest sensitivity gap takes
BURER = E e TR RITAE TEES LM into account the effect of interest rate derivative contracts entered into to
2o mitigate interest rate risk.
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3. FINANCIAL RISK MANAGEMENT (continued)

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.4 Interest rate risk (Continued)

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEAME
3f@A EiE 1M F
FUT Over 25 5L F Tir8
3 months Imonths  Over 1 year Over  Non-interest Bt

20214124318 At 31 December 2021 or less to 1year to 5 years 5 years Bearing Total
BE Assets
BeRESTN0MER Cash and balances with banks 10,025,013 630,420 - - 2136429 12,791,862
ERME2EA NS Placements with banks maturing

HER between one and twelve months 1,850,214 2,763,589 - - - 4,613,803
REEERBNES Trading securities 2,248,385 2,164,714 12,285 - - 4,425,384
DATEE EEREEA Financial assets at fair value through

ERMeREE profit o loss 3751 - - - 571,695 609,266
fTESBIA Derivative financial instruments - - - - 635,852 635,852
FEENREMER Advances and other accounts 131332932 10,131,026 5,365,482 227,537 6,312,736 153,369,713
DATEE BEZEHA Financial assets at fair value through

L RERENEREE other comprehensive income 8,471,896 7211145 17,594,765 8,197,295 4923167 46,398,268
INBRR AT RS REE Financial assets at amortised cost 4,682,704 2,071,409 11,303,111 6,521,913 13366 24,592,503
CREES Total financial assets 158,648,715 24972303 34275643 14946745 14503245 247,436,651
B Liabilities
BITER Deposits from banks 1,695,507 - - - 7,690 1,703,197
fiESRIA Derivative financial instruments - - - - 1,425,365 1,425,365
BEEEREMER Trading liabilties 1511,927 - - - - 1511,927
BPEH Deposits from customers 167,803436 9,771,425 1,081,214 - 16265638 194,921,713
BEINERE Certificates of deposit issued 1737343 4,468,052 384,322 - - 6589717
BEED Subordinated notes - - 4,128,446 - - 4,128,446
EtnfRE kiR Other accounts and accruals 346,349 96,554 323,061 158,491 7,244,907 8,169,362
ERERAE Total financial liabilities 173,004,562 14,336,031 5,917,043 158,491 24943600 218,449,727
FISBREBAGF(REHEE):  Totalinterest sensitivity gap (unadjusted)*  (14,445,847) 10,636,272 28,358,600 14,788,254
METETARNZTE Effect of interest rate derivative contracts 28,679,285 216,443 (14,790,621)  (14,105,107)
MEBREEA(ERE) Total interest sensitivity gap (adjusted)* 14233438 10852715 13,567,979 683,147
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)
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3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)
3.3.5 Interest rate benchmark reform

Inter-bank Offered Rate (“IBOR”) transition is the process of
preparation for the replacement of the IBOR by alternative risk-free
rates. UK Financial Conduct Authority announced that all London Inter-
bank Offered Rate settings will either cease to be provided by any
administrator or no longer be representative after 30 June 2023. This
transition impacts the Group’s outstanding financial derivatives and
interest rate sensitive assets and liabilities.

A bankwide project workgroup has been established to push a series
of system enhancements in order to accommodate the Group with
the IBOR transition, including risk management perspective. Market
risk limits such as value-at-risk and interest rate sensitivities are still
effective and valid for risk management. The Group aims to put system
and process changes in place to help achieving the IBOR transition.
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3. BXEREE®
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)
3.3.5 Interest rate benchmark reform (continued)

The following table contains details of all of the financial instruments
that the Group holds at 31 December 2022 and 2021 which reference
LIBOR and have not yet transitioned to certain other Interbank Offered
Rates (IBORs) or an alternative interest rate benchmark. Notional
amount of derivatives and gross carrying value of financial assets are
presented below.

Hep:
R20225F

12A31H
BR2ER=E

20224 Of Which:
12B31H2Z Have yet to
IREEE% transition to
£%  an alternative
Carrying benchmark

Value/Notional
Amount as at
31 December

interest rate
as at
31 December

2022 2022
RBRITREIEEREFNERBNIFEITESR Non-derivative assets exposed
BE to LIBOR
DU ERR AT E Measured at amortised cost
ZEEREEMIER Advances and other accounts 6,492,264 2,897,907
DA SR AT BRI RUE B Financial assets at amortised
cost 888,887 460,038
DATEFEEEEHT AHMEERENE Measured at fair value through
other comprehensive income
A EZEBEEEHT AEM2EmKER Financial assets at fair value
TREE through other comprehensive
income 572,356 489,451
FTEEMEENBIREE Total carrying value of non-
derivative assets 7,953,507 3,847,396
TTETHE-RIREH Derivatives — Interest rate
swap 46,976,685 37,060,431
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3.

B EREE @

3.3 ThiEERm@m)
335 FIFEEENE @)

3. FINANCIAL RISK MANAGEMENT (continued)

3.3 Market risk (Continued)

3.3.5 Interest rate benchmark reform (continued)

720214
12A318 2
BRE(E &%
T

Carrying
Value/Notional
Amount as at
31 December

Hep -
720214
12H31H
mAREEE
BREZHN X
Of Which:
Have yet to
transition to
an alternative
benchmark
interest rate
as at
31 December

2021 2021
B IRTTE R EFEFERRAFECTE SR Non-derivative assets exposed to
BE LIBOR
AR AT 2 Measured at amortised cost
EBEERKREAIRE Advances and other accounts 8,987,411 8,987,411
DA SR AT BRI S R E B Financial assets at amortised
cost 577,374 460,424
AT EEEREEH ARMPE KT Measured at fair value through
other comprehensive income
WA EZEBEEEHT AEM2EmKER Financial assets at fair value
TREE through other comprehensive
income 844,228 837,587
FOTE SR EEREREE Total carrying value of non-
derivative assets 10,409,013 10,285,422
PTHE T B — F| iz B Derivatives — Interest rate swap 48,580,973 48,573,176
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3. BXEREE®
34 REBELEMR
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341 REETEBEERSF

AEERBHERUNEEESRB N - §ENAE
EREAEEREZRZRBUELBERT - A
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk

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

3.4.1 Liquidity risk management process

The Group manages its liquidity on a prudent basis with the objective
to comply with the statutory standards and to ensure that there is
an adequate liquidity and funding capacity to meet normal business
operations and to withstand severe liquidity stresses. The Group has
adopted the Liquidity Maintenance Ratio (“LMR”) and the Core Funding
Ratio (“CFR”) as the regulatory standards specified by the HKMA for
reporting on the Group’s liquidity position. During the period, the Group
had maintained sufficiently high LMR and CFR well above the statutory
minimum of 25% and 75% respectively.

Moreover, the Group has maintained a sound liquidity risk management
framework in accordance with the HKMA'’s requirements set forth in the
SPM LM-1 on “Regulatory Framework for Supervision of Liquidity Risk”
and the SPM LM-2 on “Sound Systems and Controls for Liquidity Risk
Management”. The SPM LM-1 is to provide the approach adopted by
the HKMA for supervising and assessing the liquidity risk of banks while
the SPM LM-2 is developed to implement the liquidity sound principles
formulated by the Basel Committee on Banking Supervision (“Basel
Committee”) to strengthen the liquidity risk management standards of
banks.

Liquidity risk management is governed by the policy and framework
approved by the Board, which delegates to the Group’s ALCO to
oversee liquidity risk management. The ALCO regularly reviews the
Group’s loan and deposit mix and changes, funding requirements and
projections, and monitors a set of liquidity risk metrics, including the
LMR, CFR and maturity mismatch on an ongoing basis. In addition,
material changes in the liquidity risk metrics together with any
corresponding proposed mitigation actions will be reviewed by ALCO.
Appropriate limits or triggers on these risk metrics are set and sufficient
liquid assets are held to ensure that the Group can maintain a sufficient
level of stable funding to support its asset growth. The Treasury and
Global Markets Division is responsible for the day-to-day management
of funding and liquidity position while the GRD is responsible for the
measurement and monitoring of liquidity risk exposures on a daily and
monthly basis, and also conducting liquidity analysis and stress testing.
The Financial Control Division handles regulatory reporting in relation to
liquidity risk, and coordinates the regular forecast of loans and deposits,
and LMR, CFR, budget and analysis relating to liquidity and funding
management.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2022

221



iR A M ERR M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE®
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

The Group places considerable importance to establish a diversified
and stable funding. While customer deposits form the primary portion of
the Group’s funding, certificates of deposit and medium term notes are
issued at opportune times in order to lengthen the funding maturity and
optimise asset and liability maturities. Short-term interbank deposits are
taken on a limited basis with the aim of maintaining the presence in the
market and the Group is a net lender to the interbank market.

The monitoring and reporting take the forms of cash flow measurements
and projections for different time horizons, including the next day,
week and month, which are key periods for liquidity management. The
starting point for those projections is an analysis of the contractual
maturity of the financial assets and liabilities as well as the expected
maturity of these assets and liabilities based on historical observations.
The cash flow projections also take into account the historical behaviour
of off-balance sheet items, including undrawn lending commitments and
contingent liabilities such as standby letters of credit and guarantees.
The Group always maintains an adequate liquidity cushion, which is
composed of high quality marketable securities with sufficient market
depth to meet its liquidity needs at all times, even under adverse market
conditions. Eligible securities in the cushion mainly have low risk and
simple structure and can be readily sold or used as collateral to obtain
funds within a short period of time. Debt securities held are marked to
the market on daily basis to ensure their market liquidity.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE® 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 REBELE @ 3.4 Liquidity risk (Continued)

341 REELEBREZERSF @)

3.4.1 Liquidity risk management process (Continued)

BEET In HK$ million
2022F 20214
12A31H 12A31H
A As at As at
Internal HARLER| 31 December 31 December
categorisation Basic Criteria 2022 2021
F1R RIBEZERGEIMFEENBAT - ZEERRIT - HEBRERL R 11,331 13,696
EEBMETRERZEAREERI%NE EES
Tier 1 Marketable securities issued or guaranteed by government,
multilateral development banks, relevant international
organisations and public sector entities with a 0% risk weight
under the Basel Il Standardised Approach.
F2AM RECEBGENREENKRG - ZBERRT - AEEVRIFESH 7,859 7,923
REBITRIERZ EREE R20%N B ERS
Tier 2A Marketable securities issued or guaranteed by government,
multilateral development banks, public sector entities and non-
financial corporate entities with a 20% risk weight under the
Basel Il Standardised Approach.
FE2BHR 2LEBEREENNFIBENRBDEERFL TR AIRBEE 46,384 40,725
W ESN S RMERITHRER KB EES
Tier 2B Other marketable securities issued or guaranteed by corporate or

financial institutions with at least an investment grade and those
securities that may be included in “liquefiable assets” under the
liquidity maintenance ratio.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

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. The
Group maintains a set of early warning indicators, including qualitative
and quantitative factors and involving both internal and market
indicators that help identify any emerging risk at an early stage. The
Group maintains a contingency plan that sets out its strategies for
dealing with liquidity stresses 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.
An annual drill test is conducted and the contingency plan is reviewed
at least annually to ensure it remains sound and effective. Intragroup
transactions are conducted on arm’s length basis and are treated the
same way as other third party transactions for the purpose of cash
flow projection under normal scenario. Subsidiaries of the Group are
required to manage their liquidity positions to meet their needs under
both normal and stressed conditions. Most of the Group’s derivative
transactions are exchange rate contracts and interest rate contracts.
Under the terms of our collateral arrangements with derivative
counterparties, collateral movements are not linked with the credit
ratings of the Group.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. HEEKREE@m 3. FINANCIAL RISK MANAGEMENT (continued)

3.4 REBELE @ 3.4 Liquidity risk (Continued)

34.2 TR HTH 3.4.2 Maturity analysis

TERONMAEBZBREAREB@AS LA K The table below analyses the Group’s assets and liabilities into relevant
SFAEEA(WERB) c FB RS ECEER maturity groupings based on the remaining period at the end of the
=N reporting period to the contractual maturity date or, where applicable,

the earliest callable date.

1fAR%E  3EANL
1R E3EARNUT EF 1ERE

pHEE HMT  3months or Over 33 SEHE
Repayable Upto lesshutover ~ 3months  Over1 year Over  HIHEH it
2022%12A318 At 31 December 2022 on demand 1 month 1 month tolyear  to5years 5 years Indefinite Total
BE Assets
Ao RERTHLER Cash and balances with banks 334394 15345705 - - - - - 18,689,646
ERME12ERR Placements with banks maturing

BIEmRER between one and twelve months - - 72%2878 2,911,038 - - - 10143916
BEEERRNES Trading securities - - 545,165 6,438 10,558 - - 562,161
HATEHEAEED Financial assets at fair value through

HAERNERERE profitor loss - - - - - - 622,068 622,068
fEEHTIA Derivative financial instruments - 207,916 169477 233,959 1,390,438 1,809,446 - 3,901,236
EEERRAMER Advances and other accounts 7329599 19,358,062 9447860 16,182,547 45350229 43,855,261 2,308,122 143,831,680
WATEFSALEEHA  Financial assets at fair value through

Et2ANENEREE other comprehensive income - 1,495,726 4,748,078 5916659 20,821,449 4,975,835 4,089,089 42,046,836
DESNATIFREHEE  Financial assets at amortised cost - 1,399,416 515,786 3,210,134 20,223,385 7,591,000 1989 32,941,710
BERTRE Investment in an associate - - - - - - 2159290 2,159,290
ARBHERRE Investments in jointly controlled entities - - - - - - 123,072 123,072
5 Goodwill - - - - - - 785,774 785,774
BVEE Intangible assets - - - - - - 92,390 92,390
ERERETAE Premises and other fixed assets - - - - - - 2807676 2,897,676
eV Investment properties - - - - - - 782,816 782,816
Y3 Deferred income tax assets - - - - 266,415 - - 266,415
BEAT Total assets 10673540 37,896,825 22,659,244 28,460,775 88,062,474 58231542 13,862,266 259,846,686
8 Liabilities
BITER Deposits from banks 517505 2574810 1,020,088 - - - - 4112493
TEERIA Derivative financial instruments - 249,956 184,586 161,327 401,768 - - 997,637
BIEBERANAR Trading liabilties - 499,725 230,766 - - = - 730,491
REER Deposits from customers 70,670,816 21,539,766 55,020,079 48,937,887 2,406,361 - - 198,574,909
BRANGNE Certificates of deposit issued - - 814,916 3,049,143 364,924 - - 4,228,983
BERR Subordinated notes - - - - 3801495 - - 3801495
HERE Lease liabilties - 12,275 24,404 104,127 297,066 101,148 - 539,020
Rt RER Other accounts and accruals,

TMEREER excluding lease liabilities 366,304 4,274,163 1,030,226 590,634 1,347,841 744,205 996,544 9,349,917
SEREERE Current income tax liabilties - - - 297,641 - - - 297,641
EiEHaaE Deferred income tax liabilities - - - - 59,552 - - 59,552
BEAT Total liabilities 71,554,715 29,150,695 58,325,065 53,140,759 8,679,007 845,353 996,544 222,692,138
FRBMEE Net liquidity gap (60,881,175) 8,746,130  (35,665,821)  (24,679,984) 79,383,467 57,386,189  12,865742 37,154,548
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HXEREE®

3.4

REBESREME @

3.4.2 ZIRFH B (%)

3. FINANCIAL RISK MANAGEMENT (continued)

3.4 Liquidity risk (Continued)

3.4.2 Maturity analysis (Continued)

1EANE SEAMLE
1fEA EEALT BE 1E)E
HEEE T 3months or Over E5F 5EN £
Repayable Upto lessbutover ~ 3months  Over1 year Oer  BHHAE GH

021%12A318 At 31 December 2021 on demand 1 month 1 month fo 1 year to5 years 5 years Indefinite Total
gE Assets

RERERTNER Cash and balances with banks 4293561 8,498,301 - - - - - 12,791,862
fERmZ12ERR Placements with banks maturing

HBER between one and twelve months - - 1850215 2,763,588 - - - 4613808
HEEERENES Trading securities - %7309 1990986 2164714 12285 - - 4405384
WATESEERY Financial assets at fair value through

HAERNE AR profit or loss - - - - - - 609,266 609,266
fTESRIE Derivative financial instruments - 142,748 82,257 106,992 154,208 149,647 - 635,852
FREFREMEE Advances and other accounts 7695540 25715450 9378984 20301299 45265899 42,815,247 2,197,204 153,369,713
IATEFSALEEHA  Financial assets at fair value through

Ef2AAENEBEE  other comprehensive income - 2301285 4630872 8664049 17491336 8197295 5014431  462398,268
DEBSRATIEOSBEE  Financial assets at amortised cost - 150003 471787 2602765 12064648 6,619,034 13366 24592503
BeNARE Investment in an associate - - - - - - 4230951 4,230,951
FZHIERRE Investments in jointly controlled entities - - - - - - 114,373 114373
S Goodwl - - - - - - 785,774 785,774
BVEE Intangible assets - - - - - - 80,927 80,927
NEREMEATEE Premises and other fixed assets - - - - - - 3051205 305120
hENE Investment properties - - - - - - 760,256 760,256
BRREEE Deferred income tax assets - - - - 70,852 - - 70,852
BERH Total assets 11,989,101 38526086 19714101 36603407 75059228 57,781,223 16,857,843 256,530,989
EE Liabiliies
/R Deposits from banks 57311 721,683 924,203 - - - - 1703197
fTESRIE Derivative financial instruments - 128,735 60,438 155,569 514,338 566,285 - 1,425,365
RIEEERBNAR Trading liabilties - 500,001 1,011,926 - - - - 1,511,927
PR Deposits from customers 91,049,003 30673333 61,656,685 10,231,602 1,311,090 - - 194921713
BEINERE Certficates of deposit issued - 100,057 1,637,286 4,468,052 384,322 - - 6,589,717
{REER Subordinated notes - - - - 4128446 - - 4128446
HEak Lease liabifies - 12,597 24423 97,120 327,704 158,491 - 620,335
EEPRER Other accounts and accruals,

TefEHEaRE excluding lease liabites 320446 1,669,121 499823 1745004 1312564 910750 1081419 7549027
R Current income tax liabilties - - - 162,365 - - - 162,365
EitHaat Deferred income tax liabilities - - - - 92,550 - - 92,550
EEGH Total liablties 91435760 33805527 65814784 16860612 8071014 1635526 1,081419 218,704,642
FRBEEE Net liquidity gap (19446659) 4720559 (46,100,683 19742795 66988214 56145607 15776424 37,826,347

R BEREGRAF 2022F F 3,
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)
3.4.2 Maturity analysis (Continued)

In respect of certificates of deposit held for investment purpose
and included in total assets as at the end of the reporting period,
the relevant balance, analysed based on the remaining period to
contractual maturity is shown as follows:

1BARL
{E3fAR  3EANL
FUT BE 1EUE

DHEE 1ERSLT  3months or Over B5E SELLE

Repayable Upto lessbutover ~ 3months  Over 1 year Over EHAM G
on demand 1 month 1 month tolyear  to5years 5years  Indefinite Total
2022512A318 At 31 December 2022
T FEaER Certficates of deposit held included in:
?@ﬁ BESHA  Financial assets at fair value through other
EREUANEREE  comprehensive income - - - - 234493 - - 234,493
ESHATERSEMEE  Financial assets at amortised cost - 547,529 167475 2,077,486 327,688 - - 3120178
2021@12)%31 B At 31 December 2021
T FREe Certificates of deposit held included in:
HE# Eﬁ“%/\ Financial asses at fair value through other
EREUANEREE  comprehensive income - 150,015 93,789 - 245,970 - - 489,774
ESH AT ERSEEE  Financial assets at amortised cost - 244,904 244,036 720,872 327,552 - - 1537364

BERAEHR MARBR NS ZOHE L %
BERE+HER - HRNETHNEBRZEESR
THEEMMR L AEER - FRITME © 24
FEMERL A EE - THRENFEMAEESR
MEES - Bt Ig B REAR -

BEHGENIHERNGENRAEREB
TEREEMREN  RHAEERDES RERMN
KR EXRBEFAERBONEERZE -

=

AEE-—RIEME=STEREFRHAEZED
REE F’Eﬂﬂﬂ%ﬂlfﬁﬁﬁﬁﬁﬁ SIH TP HRIEN
MBEEHFRELRAENERE - IR RZEER
AERFERLIEABASAES - FtARE
HEEZEERAENRENAONESERVER
BRREIREFL -

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

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

Liquidity requirements to support calls under guarantees and
standby letters of credit are considerably less than the amount of
the commitment because the Group does not generally expect the
third parties to fully draw funds under the agreement. The total
outstanding contractual amount of commitments to extend credit does
not necessarily represent future cash requirements, as many of these
commitments will expire or terminate without being funded.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)
3.4.3 Undiscounted cash flows by contractual maturities

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

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

. Foreign exchange derivatives: OTC currency options, currency
futures, exchange-traded currency options;

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

other interest rate contracts; and

. Equity derivatives: equity options and equity futures.

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

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

3 Interest rate derivatives: interest rate swaps; and

o Credit derivatives: credit default swaps.
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343 HEHNBHHZ K BELR &)

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

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

3.4.3 Undiscounted cash flows by contractual maturities

(Continued)
1fBANRLE  EAML
3EASUT B1E 180 E
1fAZAT 3 months or Over 5%
Upto less but over 3months  Over 1 year 5EN L fF
2022127318 At 31 December 2022 1 month 1 month to 1 year to5years  Over5 years Total
FETRRSR Non-derivative cash flow
af Liabilities
RIOTER Deposits from banks 3,148,402 1,382,987 - - - 4,531,389
XPER Deposits from customers 94,698,468 55,619,737 50,025,532 2,472,269 - 202,816,006
BEEBRAMEE Trading liabilities 500,000 232,000 - - - 732,000
BEINERE Certificates of deposit issued - 831,134 3,186,512 392,760 - 4,410,406
{#(BEH Subordinated notes 44,103 - 113547 4,505,592 - 4,663,242
HEARE Lease liabilities 12,851 25,511 108,500 308,464 102,485 557,811
2B Other liabilities 1,952,970 537,059 946,765 635,279 271,746 4,343,819
BREEHE Total liabilties
(A®EIHR) (contractual maturity dates) 100,356,794 58,628,428 54,380,856 8,314,364 374,231 222,054,673
FIETARSR Derivative cash flow
BEBEEZITESRTE Derivative financial instruments settled
on net basis (127,172)  (39229)  (%951)  (47,124) (15200 (311,99)
RERREEZ{TESRTA Derivative financial instruments settled
on a gross basis
ket Total outflow 65,920,646 19,021,182 19,090,989 16,823,690 6,407,382 || 127,263,889
A Total inflow (64,878,213) | | (18,802,935) || (21,225,892) || (19,005,166) (7,135,611) | ((131,047,817)
1,042,433 218247 (2134903)  (2181476)  (728229)  (3,783,928)

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2022

229



iR A M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HXEREE® 3.
3.4 REBESE @
343 BAHNFEAZFAHEBES @)

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

3.4.3 Undiscounted cash flows by contractual maturities

(Continued)
MEANLE  3EAME
3EAHXMUT E3 ki ENS
1EAZLAT  3months or Over Z5F
Upto  lessbut over 3months  Over 1 year 5ELE fit
20214124318 At 31 December 2021 1 month 1 month to 1 year to5years  Over5 years Total
FITETERER Non-derivative cash flow
BE Liabilities
BITER Deposits from banks 779,026 924,913 - - - 1,703,939
XFER Deposits from customers 122,315853 62,263,119 10,345,961 1,342,110 - 196,267,043
BEEEREMER Trading liabilities 500,000 1,012,008 - - - 1,512,008
BETHEE Certificates of deposit issued 102,543 1,644,480 4,491,532 395,611 - 6,634,166
EEER Subordinated notes 44,343 - 113539 4,505,489 - 4663371
HEBE Lease liabilities 13,254 25,683 102,201 341,907 161,278 644,323
HitRfE Other liabilities 1,848,341 547,860 728,268 615,591 350,178 4,090,238
BEEE Total liabilities
(A315R) (contractual maturity dates) 125,603,360 66,418,063 15,781,501 7,200,708 511456 215,515,088
ITETERSER Derivative cash flow
BFBEETEERTA Derivative financial instruments settled
on net basis (1,124) 1,318 2,055 (14,253) 2,296 (9,708)
REBEE/TEERTA Derivative financial instruments settled
on a gross basis
8 Total outflow 48789682 | | 16,750,300 | | 17,297,065 3,749,175 1,067,931 | | 87,654,153
RALE Total inflow (48,726,928) | |(16,732,620) | |(16,781,821) | | (2,053,710) (497,691) | |(84,792,770)
62,754 17,680 515,244 1,695,465 570,240 2,861,383
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3. HMBERBREE®
34 RBESEMRM®
344 EEAMEFKIER
TREFEATER :

EEERTEPEEREMRE 2 ERURE
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.4 Liquidity risk (Continued)

3.4.4 Off-balance sheet items

Included in the table below are the following items:

. Loan commitments by reference to the dates of the contractual

amounts of the Group’s off-balance sheet financial instruments
that commit it to extend credit to customers and other facilities;

. Financial guarantees based on the conditions existing at the
reporting date as to what contractual payments are required,;

. The future minimum lease payments under non-cancellable
operating leases in respect of operating lease commitments

where a Group company is the lessee; and

o Capital commitments for the acquisition of buildings and

equipment.
1R 10 E
No later Z54F 580 E &5t
2022412831H At 31 December 2022 than 1 year 1-5years Over 5 years Total
BuRE Loan commitments 68,441,125 2,301,536 668,036 71,410,697
PR - A R EM SRR Guarantees, acceptances and
other financial facilities
- EREERERE - Guarantees and standby letters
of credit 2,613,307 17,352 - 2,630,659
- REREEERAE — Documentary and commercial
letters of credit 247,910 - - 247,910
EHEMTR Forward forward deposits placed 317,824 - - 317,824
TR R Operating lease commitments 6,299 10,297 - 16,596
BAEE Capital commitments 71,857 - - 71,857
&&f Total 71,698,322 2,329,185 668,036 74,695,543
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HXEREE®
3.4 REBESE @

344 BEEEFEZKIEH &)

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

3.4.4 Off-balance sheet items (Continued)

1FUR 1 E
No later E54F 5 L &t
2021F12A31H At 31 December 2021 than 1 year 1-5years  Over5 years Total
ERRIE Loan commitments 70,691,292 2,790,191 64,236 73,545,719
PR - A R EM SRR Guarantees, acceptances and
other financial facilities
- EREERERE - Guarantees and standby letters
of credit 1,840,864 38,570 - 1,879,434
- REREEERAE — Documentary and commercial
letters of credit 703,597 - - 703,597
TR A A Operating lease commitments 6,985 21,997 - 28,982
B Capital commitments 17,310 85,279 - 102,589
At Total 73,260,048 2,936,037 64,236 76,260,321
35 tREEREEZATE 3.5 Fair values of financial assets and liabilities

(F) AFEZEE

AFEXRRAREFSRAERRAEERS
BENGEEESIEHIREF ZIRHIER - &
FZEREVERRERRZBEEESRMT
AZHERRF - HEHRRE RN
B HEEAERMEER R AEEE (ER ) B
SOETT - MEEARTIERRE - BRA
FEEBRIEZ TR -

EMTRZAFEDERATSER TS
SEENTBAETZAEFRSTHERE
PRUCER SR B AN 2 BIE - T (B
RABEE BRI BAET ARG
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(a) Determination of fair value

Fair values are subject to a control framework that the Board is
held responsible for ensuring proper valuation governance and
control processes of the Group. It delegates the responsibility for
overseeing the valuation process for financial instruments to the
TIRC. Valuation is performed independently by RMCD and where
appropriate, by independent and professionally qualified valuers
and 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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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

FINANCIAL RISK MANAGEMENT (continued)
Fair values of financial assets and liabilities (Continued)
(a) Determination of fair value (Continued)

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

Where observable market quotation of financial instruments is
not directly available, the Group estimates the fair value of such
financial instruments by using appropriate valuation techniques
that are widely recognised including present value techniques and
standard option pricing models. In applying valuation techniques
for these financial instruments, the Group maximises the use of
relevant observable inputs (for examples, interest rates, foreign
exchange rates, volatilities, credit spreads) and minimises the use
of unobservable inputs. For example, the fair value of interest rate
swaps is calculated as the present value of the estimated future
cash flows, the fair value of foreign exchange forward contracts
is generally based on current forward rates and the fair value of
option contracts is derived using appropriate pricing models, such
as Black-Scholes model.

The Group uses external price quotes and its own credit spreads
in determining the current value of its financial liabilities and other
liabilities for which it has elected the fair value option. When the
Group’s credit spreads widen, the Group recognises a gain on
these liabilities because the value of the liabilities has decreased.
When the Group’s credit spreads narrow, the Group recognises
a loss on these liabilities because the value of the liabilities has
increased.

Price data and parameters used in the measurement process

are reviewed carefully and adjusted, if necessary, to take
consideration of the current market developments.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE®
35 SREEREBEZAFE®E®
(Z) R FEZER

AEEER T RREEE A FERAERE
RTAEE2HER M BAAERTE

&E AR
1 HREEXBENERTISZH 2R

BOREHE) - XEHBERR S
PrEmz st s RITAELA -

2 BRE1RBIMBREZHESN - Bt
BENEEREE R (AMER)HHEE
(BMLERE L) AT B 2 8% -
ZARNBERZESEIIRHITET
BEA#H - 2Nz TARES
BERmisilem T ARE - I
AEMSHRSRAONERE TR
HE  MBEANBREZZHN
BB TSRERNATE -

3 BEXBBERYIFRETERZ
MiSEE(TREBR 28R - A
MEJEERBOHTABRSBIEZ
R REBES -

234 RE&mEEBRNT 2022F FiR

FINANCIAL RISK MANAGEMENT (Continued)

Fair values of financial assets and liabilities (Continued)

(b) Fair value hierarchy

The Group measures fair values using the following hierarchy

that reflects the significance of the observable and unobservable

inputs used in the fair value measurement:

Level

Descriptions

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

Inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices). This level includes the majority of the OTC
derivative contracts. These are financial instruments with
quoted prices for similar instruments in active markets
or quoted prices for identical or similar instruments in
inactive markets and financial instruments valued using
models where all significant inputs are observable.

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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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. B¥EREE@ 3. FINANCIAL RISK MANAGEMENT (continued)
35 SREEREBEZAFE®E® 3.5 Fair values of financial assets and liabilities (Continued)

(Z) R FEZFEE
BEAFEFEZEEREE

(b) Fair value hierarchy (Continued)

Assets and liabilities measured at fair value:

BEMEAFETE Recurring fair value measurements
E1R F28% FE3R a5
2022%F12831H At 31 December 2022 Level 1 Level 2 Level 3 Total
AR Descriptions
BIEEEMEMESKR  Trading securities and financial
UAETEHE%E  assets at fair value through
FABENEREE profit or loss
BEBES Debt securities - 562,161 - 562,161
ERIEFHR Equity securities and
KREES investment funds 574,951 - 47,117 622,068
TEERIT A Derivative financial instruments
FEEEAE Held for trading - 746,544 - 746,544
HHBEL S Held for hedging - 3,154,692 - 3,154,692
LAATEETE B E%E  Financial assets at fair value
FTAH MR through other comprehensive
TREE income
BEEES Debt securities - 37,942,537 - 37,942,537
A Equity securities 3,414,107 15,210 674,982 4,104,299
BATE 82 EESST Total assets measured at fair
value 3,989,058 42,421,144 722,099 47,132,301
AN FEREBEES)E  Financial liabilities at fair value
ANE=ERBE— through profit or loss —
FEEERR held for trading
EEES Debt securities - 730,491 - 730,491
TEEmI A Derivative financial instruments
BIEEERR Held for trading - 640,447 - 640,447
R A RESEH Held for hedging - 357,190 - 357,190
EATEE 2 BESE  Total liabilities measured at fair
value - 1,728,128 - 1,728,128
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HMBERBREE®

35 TREEREEZAFE®
(C) RFEZER@
BAHEAEZEEREE  (8)
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FINANCIAL RISK MANAGEMENT (continued)
Fair values of financial assets and liabilities (Continued)
(b) Fair value hierarchy (Continued)

Assets and liabilities measured at fair value: (Continued)

Recurring fair value measurements (Continued)

Financial assets classified as Level 3 assets represent
investments in equities securities and investment funds issued
by unlisted entities. These investments in equities securities were
acquired some years ago when the Group applied to join the
platforms or cooperative arrangements operated by the relevant
entities in areas such as international financial messaging, cross-
border payments, credit cards issuance, etc. which are essential
to the provision of banking services by the Group.

The unlisted equity investments are measured using valuation
techniques of market comparable companies, dividend discount
model and discounted cash flow model. The significant
unobservable inputs are the average price-to-book ratio (“PB
ratio”) of the comparable listed companies, the dividend growth
rate and cost of equity used in the dividend discount model, and
the discount rate and dividend yield used in the discounted cash
flow model. If all of the significant unobservable inputs favourably
changed and unfavourably changed by 5%, the Group’s other
comprehensive income would have increased by HK$50 million
and decreased by HK$45 million respectively. The unlisted
investment funds are measured net assets value.

For the year ended 31 December 2022 and 31 December 2021,
there were no transfers of financial assets and liabilities into or
out of the Level 1, Level 2 and Level 3 fair value hierarchy. The
changes in carrying value represent the revaluation gains/losses
during the year. There was no addition and disposal during the
year.
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3. HMBERBREE®

35 TREEREEZAFE®
(C) RFEZER@
BAHEAEZEEREE  (8)

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.5 Fair values of financial assets and liabilities (Continued)
(b) Fair value hierarchy (Continued)

Assets and liabilities measured at fair value: (Continued)

BEMATFETE® Recurring fair value measurements (Continued)
ESRF FE2M E3MW a5
2021412 A31H At 31 December 2021 Level 1 Level 2 Level 3 Total
AR Descriptions
HIEEERBMESL  Trading securities and financial
LAAFERFTERHE assets at fair value through
FTABEGNEREE profit or loss
B 5 Debt securities - 4,425,384 — 4,425,384
EmIESH R Equity securities and
REES investment funds 522,239 - 87,027 609,266
PTESmMTA Derivative financial instruments
BRIEEEAR Held for trading 14,796 360,405 - 375,201
B REEH Held for hedging - 260,651 - 260,651
AAYERTE B E&E) Financial assets at fair value
FFAHM R ER through other comprehensive
SREE income
B ES Debt securities - 41,367,793 - 41,367,793
St ES Equity securities 4,925,251 22,433 82,791 5,030,475
AT EFEZEEAR Total assets measured at fair
value 5,462,286 46,436,666 169,818 52,068,770
LAAFEETE B E&E)Et  Financial liabilities at fair value
AEREREE— through profit or loss —
FHEEEMAR held for trading
BEEEH Debt securities - 1,511,927 - 1,511,927
PTESmMTA Derivative financial instruments
BIEEEMAZ Held for trading - 315,959 - 315,959
HHBEL Held for hedging - 1,109,406 - 1,109,406
BN ETEZB8EASST Total liabilities measured at fair
value - 2,937,292 - 2,937,292
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HXEREE®
35 SRMEEREBZATEM
(Z) R FEZFEE

TERAF=MATEY 8

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

The following table represents the changes in Level 3
instruments:

20224 20214

Equity securities and 12A31H 12A31H

investment funds measured At At

BRAFETEEESETABRZ at fair value through profit 31 December 31 December

ERMEFRREES or loss 2022 2021

F4 Beginning of the year 87,027 33,109

g Addition - 38,178

L& Disposal (49,456) -

RN FEERAD Unrealised fair value gains
REIRZ A ERE recognised in the net trading

income 9,546 15,740

FR End of the year 47,117 87,027
AT EZ2 BB AR ERED The changes in carrying value of financial assets at fair value
CREEZ REEZSBIEINENS EIE through other comprehensive income include the effects of

By B
a7 X

() AERAFEGTEZEZHMTA
TITTEMERREZER  AEENT2

FOSBTAMATEE -
() ERTHER

ERITNFEEREBRIFRZDF
ETDEREE o BEMNBFRZ b
RFETIREN A REEERR X F
FREIHA B 2 BT IA EHpECYIlRS
AHEZBBRBRERN o

=]

RIE

=
=)

(i) FFEXREN RESFEHE
ERRBHRRESHEB A FE

BT ARKE KRB HIRE R B
BE - BETREMIRIRITH IS KA,
BAEERFE -

238 K¥emEEARAT 20225 F 5K

foreign exchange gains/losses.

(c) Financial instruments not measured at fair value

The following methods and significant assumptions have been
applied in determining the fair values of financial instruments
presented below:

(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.
(ii) 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.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

B 565 L B BB ) 3. FINANCIAL RISK MANAGEMENT (continued)
EtRMEEREBEZAFE® 3.5 Fair values of financial assets and liabilities (Continued)

() FAEAFEGTEZLHTE @

(c) Financial instruments not measured at fair value

(i) BHKRE

BHRREBSBRERGRAERZ
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HARBUFER » A FEZFETIR
RMAREREES - 2SR RS
RS MISZRE -

(iv) SBOTERRER BEFEX
ERTHEREREMEAER
&

EXRIMRZER  BETHER
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R - ERFEZAEIRIERA
KB ERIRIR R B 2 B8 KaT
HZRRBRER o

(v) CBTHEXESEEC®RT
&R EER

RAETSREZBETE - AFM
A B9 I 0 2 o AT 2t
B/ SRR 82 UREER SR D
FiE -

(Continued)
(iii) Investment securities

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

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

The estimated fair value of deposits with no stated maturity,
which includes non-interest bearing deposits, is the amount
repayable on demand. The estimated fair value of fixed
interest-bearing deposits and other borrowings not quoted
in an active market is based on discounted cash flows using
interest rates for new debts with similar remaining maturity.

(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.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HXEREE®
35 SRMEEREBZATEM
() FAEAFEGTEZLHTE @

(v) EBTHEXERSZEECHT
MR EER @)

NEBRK AL B RE AT RN S
BT EZAREE - BHN2022F &
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=& BRUATHN

3. FINANCIAL RISK MANAGEMENT (continued)

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 (Continued)

The carrying amounts of the Group’s financial instruments

carried at cost or amortised cost are not materially different

from their fair values as at 31 December 2022 and 2021

except as follows:

IREE E1R P2 3R AYE
2022F12A31H At 31 December 2022 Carrying value Level 1 Level 2 Level 3 Fair value
SHEE Financial assets
PN AASIERE)  Financial assets at

SHEE amortised cost 32,941,710 - 32,578,289 2,000 32,580,289
SHAE Financial liabilities
BEINESE  Certificates of deposit
issued 4,228,983 - 4,233,857 - 4,233,857
%EES Subordinated notes 3,801,495 - 3,797,662 - 3,797,662

REE 18 EPE E3R NEE
2021124318 At 31 December 2021 Carrying value Level 1 Level 2 Level 3 Fair value
SEREE Financial assets
DU ERRCRTIBRE)  Financial assets at

PREE amortised cost 24,592,503 - 24,518,421 13,366 24,531,787
SRER Financial liabilities
BEINESE  Certificates of deposit
issued 6,589,717 - 6,589,883 - 6,589,883
BERK Subordinated notes 4,128,446 - 4,193,099 - 4,193,099
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3. BXEREE®
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
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;

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

. 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.

Under the regulatory framework in Hong Kong, DSB is required to meet
three capital 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 are set at
4.5%, 6.0% and 8.0% respectively and are adopted by the HKMA. In
order to comply with HKMA'’s requirements as stated in the SPM CA-
G-5 on “Supervisory Review Process”, DSB is required to set further
buffers, to reflect material risks not included in the minimum regulatory
capital calculation, arising from regulator’s requirements, internal
assessment of risks and the results of stress tests under the Pillar ||
capital requirement. In addition, DSB is required to fulfil the capital
conservation buffer and countercyclical capital buffer requirements
set by the HKMA. Likewise, the Leverage Ratio forms part of Basel lll
implementation and the required information is submitted to the HKMA
on quarterly basis. In line with the international standards, the minimum
Leverage Ratio is set at 3% by the HKMA.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.6 Capital management (Continued)
3.6.1 Banking business (Continued)

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

The principal forms of capital included in the balances on the
consolidated balance sheet are share capital, retained profits, other
equity instruments and other reserves. Capital also includes collective
provisions and regulatory reserve for general banking risks as allowed
under the Banking (Capital) Rules.

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 and Insurance
Regulatory Commission (“CBIRC”) respectively for supervisory
purposes.

The required information is filed by BCM with the AMCM and by DSB
China with the CBIRC on a quarterly basis. The AMCM requires BCM
and the CBIRC 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 required statutory 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.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.6 Capital management (Continued)
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.

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 consolidated financial statements. These services
could give rise to the risk that the Group could be accused of mal-
administration.
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3. FINANCIAL RISK MANAGEMENT (continued)

3.8 Insurance risk

The Group has established a risk appetite framework with risk
tolerance limits set to control the types and amount of risk to take
in its operations. It manages insurance risk through its underwriting
strategy, risk monitoring and management system and reinsurance
arrangements.

The Group is subject to concentration risk arising from natural disasters
accidents. 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 risks and
reinsures the excess of risks under facultative and treaty reinsurance
arrangement.

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.

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

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 consolidated financial statements are fair and
reasonable in all material respects.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(@) Measurement of the ECL allowance

The measurement of the ECL allowance for financial assets measured
at amortised cost and FVOCI is an area that requires the use of
complex models and significant assumptions about future economic
conditions and credit behaviour (e.g. the likelihood of customers
defaulting and the resulting losses). Explanation of the inputs,
assumptions and estimation techniques used in measuring ECL is
further detailed in Note 3.2.2, which also sets out key sensitivities of the
ECL to changes in these elements.

A number of significant judgements are also required in applying the
accounting requirements for measuring ECL, such as:

. Determining criteria for significant increase in credit risk;

o Choosing appropriate models and assumptions for the
measurement of ECL;

. Establishing the number and relative weightings of forward-
looking scenarios for each type of product/market and the
associated ECL; and

. Establishing groups of similar financial assets for the purposes of
measuring ECL.

Detailed information about the judgements and estimates made by the
Group in the above areas is set out in Note 3.2.2.

(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. 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. For
unlisted equity investments, management judgement and estimates
are required for the selection of appropriate valuation parameters,
assumptions and modelling techniques.

The carrying amounts of the financial instruments measured at fair
value at reporting date are shown in Note 21, 22 and 24.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(c) Impairment of goodwill and intangible asset

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.

The carrying amounts of goodwill and intangible asset at reporting date
are shown in Note 29.

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

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

This assessment compares the carrying value of the investment against
the higher of management’s estimate of value in use and fair value less
costs of disposal. Management’s estimate of the value in use is based
on a discounted cash flow projection which contains certain assumptions
derived from management and observable market information. This
estimate is subject to application of management judgement 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 2022, management’s estimate of the value in use is
lower than the carrying value of its investment in BOCQ. As a result, in
the year ended 31 December 2022, the carrying amount of the Group’s
investment in BOCQ has been written down by HK$1,683 million (2021:
HK$726 million).
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(e) Determination of the lease term

In determining the lease term, management considers all facts and
circumstances that create an economic incentive to exercise an
extension option, or not exercise a termination option. Extension
options (or periods after termination options) are only included in the
lease term if the lease is reasonably certain to be extended (or not
terminated).

For leases of properties, the following factors are normally the most
relevant:

J If there are significant penalties to terminate (or not extend), the
Group is typically reasonably certain to extend (or not terminate).

. If any leasehold improvements are expected to have a significant
remaining value, the Group is typically reasonably certain to
extend (or not terminate).

o Otherwise, the Group considers other factors including historical
lease durations and the costs and business disruption required to
replace the leased asset.

Most extension options in property leases have not been included in
the lease liability, because the Group could replace the assets without
significant cost or business disruption.

The lease term is reassessed if an option is actually exercised (or not
exercised) or the Group becomes obliged to exercise (or not exercise)
it. The assessment of reasonable certainty is only revised if a significant
event or a significant change in circumstances occurs, which affects
this assessment, and that is within the control of the lessee. During the
current financial year, the Group has not exercised any extension or
termination options.

The carrying amounts of right-of-use assets at reporting date are shown
in Note 30.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(f) Recognition of income upon termination of the Hong
Kong Distribution Agreement

On 8 July 2022, the Group announced that it had terminated the Hong
Kong Distribution Agreement (“HKDA”) entered into amongst DSB,
Tahoe Life Insurance Company Limited (“Tahoe Life”) and Tahoe
Services Limited on 19 June 2017.

Under the HKDA, DSB was appointed by Tahoe Life as its non-
exclusive insurance agent for distribution of life insurance products in
Hong Kong; and Tahoe Life became DSB’s exclusive supplier of life
insurance products in Hong Kong for its retail customers each for a
period of 15 years. In consideration, DSB was paid an upfront payment
in the amount of HK$1,972,000,000 and Tahoe Life agreed to pay ten
equal annual deferred payments in the amount of HK$52,800,000 each
to DSB.

Prior to the termination of the HKDA, the accounting treatment for
the upfront payment and the paid and unpaid deferred payments
was to record them as deferred income for amortisation to income
over the contract term. Upon termination of the HKDA, the remaining
unamortised part of this amount ceased to be amortised.

In the annual financial statements for the year ended 31 December
2022, the Group has recognised the unamortised upfront payment
and deferred payments upon termination of the HKDA totalling
HK$1,394,149,000 as income. In the assessment for adopting this
accounting treatment, management has made reference to, amongst
others, legal advice relating to the termination of the HKDA and other
subsequent development.

(g) Tax position relating to the unamortised upfront
payment and deferred payments recognised as
income

As announced by the Group when the HKDA was entered into on
19 June 2017, the HKDA was intended to be an exclusive, long-
term bancassurance cooperation between DSB and Tahoe Life.
Management assessed that the upfront fee and deferred payments
received and receivable by DSB under the HKDA can be treated
substantially as capital in nature for tax purpose. Management has
taken this consideration into account in the preparation of the 2022
annual financial statements.
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5. ARQFBBERRRRFBEED 5. STATEMENT OF FINANCIAL POSITION AND
RESERVE MOVEMENT OF THE COMPANY
AT BN ER Statement of Financial Position of the Company
12A31H
As at 31 December
2022 2021
JEMEBNEE Non-current assets
WEBARIRE Investments in subsidiaries 6,106,201 6,106,201
AT ETEEEESE A Financial assets at fair value through other
EmermlianerEE comprehensive income 311,416 898,587
6,417,617 7,004,788
MENEE Current assets
B — R B A R 2RI TAE Bank balances with a subsidiary 727,935 51,234
E—EWBATHE12EAR Placement with a subsidiary maturing
B3| EElEppEE N between one and twelve months - 57,199
YRR R EMARE Accounts receivable and other accounts 1,664 1,695
NI E R Amounts due from subsidiaries 3,346,188 3,344,751
4,075,787 3,454,879
DEIN=NE Current liabilities
TEIRER KREMRE Accrued expenses and other accounts 44,302 47,417
FEASHBY B8 A R FRIB Amounts due to subsidiaries 60,676 60,676
104,978 108,093
FmENEE Net current assets 3,970,809 3,346,786
10,388,426 10,351,574
Em EQUITY
&N Share capital 4,248,559 4,248,559
HAtbfHE Other reserves
(BREREBEF) ()  (including retained earnings) Note (a) 6,139,867 6,103,015
XA Total equity 10,388,426 10,351,574

EEEN2023FE3 731 B R IRER

ER% HEH

BE EERTE

Gary Pak-Ling Wang

Director
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Hon-Hing Wong
Managing Director

Approved and authorised for issue by the Board of Directors on 31
March 2028.
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5. ARATHBMRRRRFEZE @)

5. STATEMENT OF FINANCIAL POSITION AND
RESERVE MOVEMENT OF THE COMPANY (Continued)

T

(B) AATHEE

(a)  Reserve movement of the Company

LRG3 RER
= ]
BREE Share-based REBR
Capital Compensation Retained A5t
Reserve Reserve Earnings Total
202151 H1H At 1 January 2021 256,027 - 5,819,079 6,075,106
FEHT Profit for the year - - 347,483 347,483
2020F RS 2020 final dividend - - (214,114) (214,114)
2021 FH HEIRR S 2021 interim dividend - - (105,460) (105,460)
2021F12A31H At 31 December 2021 256,027 - 5,846,988 6,103,015
202251 H1H At 1 January 2022 256,027 = 5,846,988 6,103,015
FEHEF Profit for the year - - 375,382 375,382
LARRHESL AR (3 EA  Provision for equity-settled
ER RN 2 B share-based compensation - 220 - 220
2021 F RIS 2021 final dividend = = (233,290) (233,290)
2022F R HIR S 2022 interim dividend - - (105,460) (105,460)
2022F12A31H At 31 December 2022 256,027 220 5,883,620 6,139,867

RIZ1993F 12 A1HBBZHFAIRER - WHEER
1993F 12 H20 H A BB HZm AR # % - AR A KD &
18 Kl 5. 256,027,000 T I S = E A EFHEREN © %
256,027,000 T i# B AR A i e AR IR B pg R 8 o

250 R¥FemEEERAT 20225 F5

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.
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6. OPERATING SEGMENT REPORTING

Segment reporting by the Group is prepared in accordance with
HKFRS 8 “Operating Segments”. Information reported to the chief
operating decision maker, including the Chief Executive and other EC
members, for the purposes of resource allocation and performance
assessment, is determined on the basis of 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:

o Personal banking business includes the acceptance of deposits
from individual customers and the extension of residential
mortgage lending, personal loans, overdraft, vehicle financing
and credit card services, and the provision of insurance sales and
investment services.

. Corporate 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 and global markets 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,
corporate 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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6. OPERATING SEGMENT REPORTING (Continued)

o Insurance business includes the Group’s insurance and pension
fund management business. Through the Group’s wholly-owned
subsidiaries in Hong Kong and 96% owned subsidiaries (which
subsequently increased to 100% in November 2021) in Macau,
the Group offers a variety of insurance products and services.

o 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6. OPERATING SEGMENT REPORTING (Continued)

For the year ended 31 December 2022

BERER
%S
BARST  LEST  Treasury  HHMET  RBEE EER
Personal  Corporate and Global ~ Overseas  Insurance Hit Inter- by
Banking Banking Markets Banking  Business Others  segment Total
FRHEWA/ (X)) Net interest income/(expenses) ~ 1,890,619 1,183,415 918,047 485,207 22,650 (68,565) 35 4,431,408
FEFBIA/ (i) Non-interest income/
(expenses) 2102306 188591 33839 114999 152532 (6482  (21.445) 2,564,380
B R @ *?-fi Total operating income/
HﬁU\/ ( (expenses) net of insurance
claims 3,992,965 1,372,006 951,886 600,206 175,182 (75,047) (21,410) 6,995,788
BES Operating expenses (1,747,004)  (485425)  (199,218)  (543,714)  (140,739) (71,576) 21,410  (3,166,266)
MREEREESR) / Operating profit/(loss) before
HlzE L/ﬁﬁﬂ/ (B8 credit impairment (losses)/
written back 2,245,961 886,581 752,668 56,492 34,443 (146,623) - 3,829,522
[EEHEBE)/E%  Creditimpairment (losses)/
wiitten back (192606)  (468,865)  (36,388)  (107,358) (185) 1,290 - (804112)
?Dﬁ? ‘ﬁﬂ / Operating profit/(loss) after
umﬂ/ 518)  creditimpairment (losses)/
written back 2,053,355 417,716 716,280 (50,866) 34,258 (145,333) - 3,025,410
HEREMERAMET  Netloss on disposal and
EEREATFERZZ  fairvalue adjustment of
FEE investment properties and
other fixed assets (2,337) (60) - (29) (4,292) (57,825) - (64,543)
HENERIASIEE SR Net gain on disposal of
BEZENS financial assets at
amortised cost - - 24 - - - - 24
EEBERRz£E Share of results of an associate - - - 656,691 - - - 656,691
HENFRRAZRESE  Impaiment loss on the
investment in an associate - - - (1,683,000 - - - (1,683,000)
REHEBZNEREZ  Loss on deemed disposal of
BR investment in an associate - - - (10) - - - (10)
EIEERESER2EE  Share of results of jointly
controlled entities - - - - - 29,879 - 29,879
BHAER/ (58) Profit/(loss) before taxation 2,051,018 417,656 716,304  (1,077,214) 20966  (173,279) - 1,964,451
BIA(ZE)/ B Taxation (expenses)/credit (3382000  (68.936)  (118,357)  (14879)  (15642) 175268 - (380,746)
FRaF/(F58) Profit/(loss) for the year 1,712,818 348720 597,947  (1,092,093) 14,324 1,989 - 1,583,705
HF2022%12A31H For the year ended
IHEE 31 December 2022
FERSHER Depreciation and amortisation 74,355 15,862 8,150 58,725 10,578 223,193 - 390,863
2022512315 At 31 December 2022
PEEE Segment assets 56,274,744 63,748,997 93,451,822 35908242 5,014,790 10,516,947  (5,068,856) 259,846,686
PEAE Segment liabilities 117,229,213 48,743,485 14,526,149 29,279,831 2,001,842 15,980,474  (5,068,856) 222,692,138
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

6. EEIERFT@ 6. OPERATING SEGMENT REPORTING (Continued)
HZE2021F12A31BIFE For the year ended 31 December 2021
MERER
ik
BAST  CEET Teaswy  BNMRT  REBEER Ll
Personal  Corporate  and Global ~ Overseas  Insurance Hih Inter- @t
Banking Banking Markets Banking Business Others segment Total
FHSMA/ (Xih) Net interest income/(expenses) 1,637,016 1,194,462 747,645 494,999 5121 (125,018) - 3954225
FERBIA/ (i) Non-interest income/
(expenses) 991,658 208,776 69,980 133,646 216,399 119,498 (17,905) 1,722,052
HRBRE 8 Total operating income/
l451)\/ i) (expenses) net of insurance
claims 2,628,674 1,403,238 817,625 628,645 221,520 (5,520) (17,905) 5,676,277
2EYH Operating expenses (1724721)  (520,859)  (206,615)  (537,204)  (143878)  (90,150) 17,905  (3,205,522)
IREERES / ﬁé Operating profit(loss) before
AizE Lmﬂ/ (B8 credit impairment (losses)/
written back 903,953 882,379 611,010 91,441 77,642 (95,670) - 2,470,755
EERESE)/BE  Creditimpaiment (losses)/
written back (178654)  (126488) (15475  (51,283) 453 (858) - (372,305)
?DW #),/E& Operating profit/(loss) after
L/ﬁﬁﬂ/ (B#8)  creditimpairment (losses)/
written back 725,299 755,891 595,535 40,158 78,095 (96,528) - 2,098,450
HERBMERZMET  Netloss on disposal and
EEREATFERZZ  fairvalue adjustment of
FER investment properties and
other fixed assets (2,326) (1,084) (16) (29) (930)  (15.241) - (19576)
HENATFEFEAEZE) Net gain on disposal of
SAEMZENENSE  financial assets at fair
BEZ RS value through other
comprehensive income - - 4,993 - - - - 4,993
[EEBENR 5 Share of results of an associate - - - 697,954 - - - 697,954
BERAREZRESRE  Impairment loss on the
investment in an associate - - - (726,000 - - - (726,000)
BENMEBEAFRE L Loss on deemed disposal of
BE investment in an associate - - - (31,202) - - - (31,202)
EREREHEE 2£E  Share of results of jointly
controlled entities - - - - - 33,060 - 33,060
BREALET/(B8) Profit/(loss) before taxation 722973 754857 600,512 (19,119) 77,165 (78,709) - 2,057,679
A /B Taxation (expenses)/credit (119,336)  (124,561)  (98914)  (34,927)  (11,902) 66,713 - (322,92)
FERA/ (BB Profit/(loss) for the year 603,637 630,296 501,598 (54,046) 65,263 (11,996) - 1734752
BF20214512/31H For the year ended
IHEE 31 December 2021
WERBHER Depreciation and amortisation 76,645 15,500 8,070 59,364 12,131 234,098 - 405808
72021124318 At 31 December 2021
NEEE Segment assets 56,651,282 70,473,506 80,791,990 38,977,756 5,057,577 10,660,000  (6,081,122) 256,530,989
PEAE Segment liabilities 114,634,275 49,555,753 12,777,503 30,182,181 1,728,188 15,907,864  (6,081,122) 218,704,642

R BEREGRAF 2022F F 3,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

6. OPERATING SEGMENT REPORTING (Continued)

Geographical information

Geographical segment information is based on the domicile of the legal

entities within the Group with business dealing and relationship with,

and services to external customers. For the period ended 31 December

2022 and 2021, no single country or geographical segment other than

Hong Kong contributed 10% or more of the Group’s assets, liabilities,

operating income, or profit before taxation.

7. NET INTEREST INCOME

2022 2021
FIE WA Interest income
IR & MATRITH 48R Cash and balances with banks 369,084 152,221
BHIEE Investments in securities 1,883,723 1,003,279
BHEERREMIEKR Advances and other accounts 4,755,135 4,021,172
7,007,942 5,176,672
FE Xz H Interest expense
RITER BFER Deposits from banks/Deposits from
customers 2,261,652 1,062,801
BEITRIF B Certificates of deposit issued 104,812 43,284
‘IEED Subordinated notes 164,346 103,308
HEAFE(HFE30(2)) Lease liabilities (Note 30(b)) 8,333 9,744
Hith Others 37,391 3,310
2,576,534 1,222,447
MERAEE Included within interest income
— BHEEERBMNES AR TERE — Trading securities and financial
BESHF AEENEREE assets at fair value through profit
or loss 6,258 2,508
— NAFETE A EEE T AL MEE - Financial assets at fair value through
WamaSmEE other comprehensive income 1,053,039 466,232
— DEHBAATIERNSRMEE — Financial assets at amortised cost 5,948,645 4,707,932
7,007,942 5,176,672
FEZHEE Included within interest expense
—RUARHEE B HEH ABRNERIBE — Financial liabilities not at fair value
through profit or loss 2,569,448 1,221,471

REZE2022F K2021F12 A1 B ILFE - WiEME

REREEEZMBWRA -

For the year ended 31 December 2022 and 2021, there was no interest

income recognised on impaired assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

8. FERBBERMAZWA

8. NET FEE AND COMMISSION INCOME

2022 2021
REERASEA Fee and commission income
KUANFEFZ2A RSB A Fee and commission income from
BaleREERBBEZRER financial assets and liabilities not at
RN fair value through profit or loss
—EEBBZRIEERAS — Credit related fees and commissions 156,941 170,138
—E5mE — Trade finance 57,761 80,739
—ERAFR — Credit card 249,483 276,342
H RIS E RAE WA Other fee and commission income
—BHKL A — Securities brokerage 144,653 215,359
— R HE R EMGE(F)) — Insurance distribution and others
(Note (a)) 1,499,682 199,028
—ZERE NS EIERE — Retail investment and wealth
management services 176,846 325,244
—HRITIRB B RFEE — Bank services and handling fees 70,076 70,720
—H RS & — Other fees 76,063 70,019
2,431,505 1,407,589
BEERAEXH Fee and commission expense

RARFEFFEBEZESHTA
BENEREENABZREE
Syl g
- FRENMIE
—ENEMER

Ea

() MR2022FE 25| 2 & EBEHERN2022F7H8
AAREES HRIEEE NSRS 15135 R
A TEN IR E S £ 584 $£1,394,149,00075
7_E o

() ARERF=TFRHETEE X5t EXEERR

AERRY - EEUSHENAERUZEAS
BRELTREELSEAMBRER -
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Fee and commission expense from
financial assets and liabilities not at
fair value through profit or loss

— Handling fees and commission 181,237 206,264
— Other fees paid 14,307 15,477
195,544 221,741

Note:

(a)  The amount reported for 2022 includes recognition of the unamortised
upfront payment and deferred payments totalling HK$1,394,149,000 upon
termination of the HKDA announced by the Group on 8 July 2022.

(b)  The Group provides custody, trustee, corporate administration, and
investment management services to third parties. The assets subject to
these services are held in a fiduciary capacity and are not included in
these consolidated financial statements.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

9. FEHEWA 9. NET TRADING INCOME
2022 2021
AATER 2 B AR AlBmEs Dividend income from financial assets
SREEREWA at fair value through profit or loss 25,614 21,035
HNEE B F e Net gain arising from dealing in
foreign currencies 43,556 169,160
REEERENRF 2 FEE Net loss on trading securities (452) (23)
BEEERRNITET A2 F e,/ (Ei8) Net gain/(loss) from derivatives entered
into for trading purpose 90,882 (54,440)
BAFES HEESRIAZ Net loss arising from financial
BB instruments subject to fair value
hedge (3,785) (7,310)
AT EANEBEEE T ABRN Net (loss)/gain on financial instruments
SRTAEZF(ER), W at fair value through profit or loss (138,430) 73,066
17,385 201,488
10. FRERHEMEKA 10. NET INSURANCE PREMIUM AND OTHER INCOME
2022 2021
— R General Insurance:
REBWALEEE Gross premiums written 992,113 883,627
RATGRE 2 REZE) Movement in unearned premiums (163,719) (37,209)
BRI IREHERE Gross premiums earned 828,394 846,418
REBWALERE D RIDE Gross premiums written ceded to
reinsurers (378,060) (382,778)
KRR RESE 2 HRINDE Reinsurers’ share of movement in
unearned premiums 14,461 17,410
ERINZREBELEZDRNE Reinsurers’ share of gross premiums
earned (363,599) (365,368)
REWAFEE Net insurance premium income 464,795 481,050
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

11. OTHER OPERATING INCOME

2022 2021
AR ERNE B HE B AR 2 E R Dividend income from investments
B M TARE 2R EWA in equity instruments at fair value
through other comprehensive income
— FNRIHER — Derecognised during the year
— EmRE — Listed investments 9,575 29,982
—RERIFAE — Held at the end of the year
— EWiEE — Listed investments 103,972 99,615
—3ELTIRE — Unlisted investments 4,389 14,891
wEME S WAL Gross rental income from
investment properties 22,256 20,614
Hipf WA Other rental income 16,763 16,523
Eb Others 8,233 9,843
165,188 191,468

258 AKR¥emEEARAT 20225 F 5
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

12. NET INSURANCE CLAIMS AND EXPENSES

2022 2021

— R AR General Insurance:
BENRE - FIEMRR Claims, benefits and surrenders paid 294,436 414,408
EHEEY Movement in provisions 54,767 (110,982)
RieEREBEBNRRAGEZED Gross insurance claims and movement

in insurance liabilities 349,203 303,426
BRRE - FIERERRZDROE Reinsurers’ share of claim, benefits and

surrenders paid (92,581) (138,163)
EHESEE 2 D IRNEE Reinsurers’ share of movement in

provisions (17,072) 100,818
REREBELEREABEEE 2 DRDE Reinsurers’ share of insurance claims

and movement in insurance liabilities (109,653) (37,345)
RBRREREREEBESS) FE Net insurance claims and movement in

insurance liabilities 239,550 266,081
REAE S HF5E Net insurance commission expenses 79,399 71,721
&t Total 318,949 337,802
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

13. &EXH 13. OPERATING EXPENSES
2022 2021
1B B H B Employee compensation and benefit
expenses
—HM R EMAEZER — Salaries and other staff costs 2,040,263 2,005,835
— BT HB) — R JFHEIGGE(R)) — Government grant — Employment
Support Scheme (Note (a)) (6,008) -
— LARR 1D A E T RN 2 BB 1R 8 (M3E45) — Provision for share-based
compensation charged (Note 45) 239 480
—Rkex - AEHERFEEIGE(2)) — Pension costs — defined contribution
plans (Note (b)) 112,947 101,043
TEREMETEESH - TRIENE Premises and other fixed assets
expenses, excluding depreciation
—1TEEEZXH(MFE30(2)) — Rental of premises (Note 30(b)) 3,077 3,956
—HAt — Others 249,335 229,493
e Depreciation
—17EE R E A E F B E (T FE30(F)) — Premises and other fixed assets
(Note 30(a)) 241,876 213,053
—BERE 2 (M3E30(2)) — Right-of-use properties (Note 30(b)) 148,987 192,755
S R EE Advertising and promotion costs 101,415 84,496
ERl » XAREE Printing, stationery and postage 42,644 47,110
ZERED BN < Auditors’ remuneration 13,430 12,538
Hitb Others 218,061 314,763
3,166,266 3,205,522
i Note:

() 12022%F - AEERF T HEBRFRLAIIR
TRES LRI S BI(TTRHE IS
PRL - ZEES AR RBERMMECHE - A
REFVRESWEHWET - BRIE[RAZE G
R REBTENEZReHUMERE - X

BEHHMARXNERETE -
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(a) In 2022, the Group applied for funding support from the Employment
Support Scheme (“ESS”) under the Anti-epidemic Fund set up by the
Hong Kong Government. The purpose of the funding is to provide financial
support to enterprises to retain their employees who would otherwise be
made redundant. Under the terms of the ESS, the Group is restricted from
making redundancies during the period covered by the cash subsidy and

to spend all the funding on paying wages to its employees.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

13. OPERATING EXPENSES (continued)

Note: (Continued)

(b)

In respect of the Group’s provident fund schemes

2022 2021

F AR RS B SR YR

BEFRA AR B RHERE YR

T

AR EE R E b E R G B

Forfeited contributions utilised to

reduce the Group’s contribution

during the year 22,714 29,289
Forfeited contributions available for

reducing future contributions at the

year end 4,263 2,516

In respect of the other defined contribution schemes of the Group

2022 2021

FARARIRS B R R

B EFARA AR B R A2 gt

Forfeited contributions utilised to

reduce the Group’s contribution

during the year 1,619 1,858
Forfeited contributions available for

reducing future contributions at the

year end 1,224 1,348
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

14. EEMe 14. DIRECTORS’ EMOLUMENTS

BRAEBNTEDIE383MG R AR (EEEACE The emoluments of the Directors of the Company in respect of the
BHEEE ) A - ARAIESHRMEHME S R E period of directorship disclosed pursuant to section 383 of the Hong
Tt Kong Companies Ordinance and the Companies (Disclosure of

Information about Benefits of Directors) Regulation were set out below:

R A
RERRM
ge.  FREARGEEZ WA RAER
2UR RRARIEAL @) 2EEeR
BN Incentive bonuses accrued Other  Employer's
Salary, in respect of services share-based  contribution &t
EZHE  allowances rendered in the year  compensation  to retirement ()
Directors’ andbenefits ~ HME&Xf  MRERH payment benefit Total
B22020512A31ALEE  Yearended 31 December 2022 Fee inkind  Cash-settled Share-seitled (Note 1) schemes (Note 2)
IR Chairman
TFERE David Shou-Yeh Wong 1,000 5,946 9,943 3,495 - - 20,384
YTES Executive directors
EERLE Hon-Hing Wong (Derek Wong) - 8,718 2,280 801 - - 11,799
Tleks Gary Pak-Ling Wang - 6,144 7,243 2,157 - 492 16,036
FiUnEs Non-executive directors
B[St Eiichi Yoshikawa 158 - - - - - 158
ERERLE Yoshikazu Shimauchi 129 - - - - - 129
HIERx4 Junji Mori 156 - - - - - 156
BUkHES Independent non-executive directors
LEREE Robert Tsai-To Sze 950 - - - - - 950
2EERE Andrew Kwan-Yuen Leung 470 - - - - - 470
Bk Paul Michael Kennedy 500 - - - - - 500
BRSE Paul Franz Winkelmann 590 - - - - - 590
BiALT Mariana Suk-Fun Ngan 301 - - - - - 301
&3t Total 4,254 20,808 19,466 6,453 - 492 51,473
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EEMEw

HAG AR BERE 2 ] 2 X N B 2Bt
2 NEEARRBITERREABEREEHR
BRAELAIR & A3 2 AR D B R ERE Z XA © JARK
10 B2 ERHE 2 B - RRRBEH RO EE B K
WTE o PARHESZ N 2 ARR D E IR T S A 2 ¥t
B - HRRAEE BRI TE R ER AR
S o TPAR & 2 ARRIME R ER A 2
B AR RITEEERREREHERAIERS
BARRRES Z FHRTHE o

ERERBTAATRITEEBRAR LEKNE
ARZEER  EAZEMBRARXNZHMCE
SHELIIZEAFMATTA -

REERIRFLER - TERNEBEBERT
MEARS RHEREL HRARBAREP—
FRAQRZ EEHESBEEEFRSIERF
(20214 : #&) »

REZE2022F12 A31 B ILFE » WEATMES
HETEARARKEMB AR EHEE 2 AR
BRSO A ERE B (20214 : ) o

RER - WEZMRIEBHZZENEFTES
Je 30 4 SR AEEREE RS 1 (M) 85 = 05 A S A
EAIRE(20214F « #) »

14.

Note:

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

DIRECTORS’ EMOLUMENTS (continued)

Other share-based compensation payment includes share awards, equity-
settled and cash-settled share based payment on the share options
exercised or cancelled during the year. For share awards, it represents
the cost of the vested shares based on the closing price of the vesting
date. For equity-settled share based compensations, it represents the
cost borne by the Group recognised on the exercise of the share options
while for cash-settled share based compensation, it represents the
cash payment, being the difference between the exercise price and the
average closing price of the shares of the Company for the 5 trading days
immediately preceding the date of cancellation of the share options.

For directors who are also directors of Dah Sing Banking Group Limited
or its subsidiaries, remuneration paid by these subsidiaries are included in
the consolidated total remuneration set out above.

No significant transactions, arrangements and contracts in relation to
the Group’s business to which the Company 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
(2021: Nil).

No other emoluments were paid to or receivable by any director in respect
of directors’ other services in connection with management of the affairs
of the Company or its subsidiaries undertakings during the year ended 31
December 2022 (2021: Nil).

No termination payments or benefits were made to the directors and no

consideration was provided to or receivable by third parties for making
available directors’ services during the year (2021: Nil).
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

14. EEMEw

14. DIRECTORS’ EMOLUMENTS (Continued)

BBENRH
MR TR
KEyEA
Incentive  MRGAER  RINENE
bonuses TR ZEEHER
e 28 accrued (1) Employer's
RENHE inrespect  Share-based contribution At
Salary, of services  compensation to retirement (32)
HE Year ended %02 allowances and rendered payment benefit Total
2021512A31BEFE 31 December 2021 Directors' Fee  benefits in kind in the year (Note 1) schemes (Note 2)
B Chairman
TFEEE David Shou-Yeh Wong 1,000 5,946 14,175 - - 21,121
BES Executive directors
BERLE Hon-Hing Wong (Derek Wong) - 8,718 3,250 - - 11,968
TRALE Gary Pak-Ling Wang - 6,144 10,000 - 492 16,636
FRITES Non-executive directors
e Eiichi Yoshikawa 320 - - - - 320
Bl Yoshikazu Shimauchi 320 - - - - 320
BUFNTES Independent non-executive directors
FERLE Robert Tsai-To Sze 1,030 - - - - 1,030
REERE Andrew Kwan-Yuen Leung 470 - - - - 470
L Paul Michael Kennedy 500 - - - - 500
ERELE David Wai-Hung Tam - - - - - -
BEREE Paul Franz Winkelmann 740 - - - - 740
Ch Total 4,380 20,808 27,425 - 492 53,105
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

15. THE EMOLUMENTS OF THE FIVE HIGHEST PAID

INDIVIDUALS
(i) M4t (i) The aggregate emoluments
2022 2021
e BE  BYHN&m&EARRL Salaries, housing, benefits in kind and
other allowances 39,796 35,134
HEFURRAM S Performance-related bonus 49,419 56,575
RGBT E 2 BEHK Employer’s contribution to retirement
benefit schemes 1,511 1,511
90,726 93,220
(i) SUBREWRAALHBESAHAB DT : (ii) The emoluments of the five highest paid individuals
are within the following bands:
AE
Number of individuals
2022 2021
EITTHKS
11,500,000 — 12,000,000 1 1
16,000,001 - 16,500,000 1 -
16,500,001 — 17,000,000 - 1
19,500,001 — 20,000,000 1 1
20,000,001 — 21,000,000 1 -
21,000,001 - 21,500,000 - 1
22,500,001 — 23,000,000 1 -
23,500,001 — 24,000,000 = 1
5 5
st m & WA Z AT R - B36(20214 - 3 Included in the emoluments of the five highest paid individuals were
)AES - HifENEZESHe 2 e Ea Lz Mt the emoluments of 3 (2021: 3) Directors. Their respective Directors’
F14R © emoluments have been included in Note 14 above.
RER - REEWEAERSA RS BAA T No emoluments were paid by the Group to any of the five highest paid
e - fERMASINEAREE 2 5B B E - individuals as an inducement to join or upon joining the Group or as

compensation for loss of office during the year.

LasusEERAA T RIEEREEZFE The emoluments of the five highest paid individuals shown above
Friz it iR AR AR &£ (B 2 A R TE IR SRR FEAT - included incentive bonuses accrued in respect of the services rendered

and the Group’s performance for the financial year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

16. SEREEE

16. CREDIT IMPAIRMENT LOSSES

2022 2021
T EE (B MR R EE) New allowances net of allowance
releases 869,354 460,597
ELETETRE 6k O Recoveries of amounts previously
written off (65,242) (88,292)
804,112 372,305
DR : Attributable to:
—BEER MBI — Loans and advances to customers 784,312 394,119
—HEmEE — Other financial assets 41,431 13,552
— B FURIE R ISR — Loan commitments and financial
guarantees (21,631) (35,366)
804,112 372,305
17. BiE 17. TAXATION

B FIE BT IR BRE N h 5T FE R AR I AR X
16.5% (20214 : 16.5% ) IR B4l « JGINHRTD
RFENBIMEFHERTUR MK A E B S X5
B2 BITBRGE -

EEHBERRAAEEINEHER  KRBZSE
RIAAER BN EEN THRRMERZH
RERBIHER -

Hong Kong profits tax has been provided at the rate of 16.5% (2021:
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.

2022 2021
RELHIE Current income tax:
—EBNEW — Hong Kong profits tax 366,894 285,077
—BHNBIIE — Overseas taxation 39,607 46,020
—RBAFETR (B8 2 B — Under/(over)-provision in
prior years 4 (10,958)
IRAERIE (FI5E38) - Deferred income tax (Note 38):
— AR ERERENESE RED — Origination and reversal of timing
differences (29,303) (4,924)
—BRMEEE — Utilisation of tax losses 3,544 7,712
I8 Taxation 380,746 322,927

R BEREGRAF 2022F F 3,




17. BiE@)

AEBERBANGN 2 HIBBRIRGA SR AINE
FHREAE ZIEREEMOT

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

17. TAXATION (Continued)

The tax on the Group’s profit before taxation differs from the theoretical

amount that would arise using the weighted average tax rate applicable

to profits of the consolidated companies as follows:

2022 2021
B35 A1 v ) Profit before taxation 1,964,451 2,057,679
BB BFERE16.5%T 8 2 HIHE Tax calculated at Hong Kong profits tax
rate of 16.5% 324,134 339,517
FIEREIRR - Tax effects of:
HBRz TR Different taxation rates in other
countries 16,577 24,983
EEZ WA Income not subject to taxation (162,310) (54,208)
TREHRA S Expenses not deductible 295,017 145,361
IBEER2Wm o BeE TR Results of associates and jointly
HENEHIER 2E controlled entities reported net
of tax (113,284)  (120,617)
REBRELERIEEENTEEE Tax losses for which no deferred tax
asset was recognised 263 7,869
ERBRTRERRONBERER Utilisation of previously unrecognised
tax losses (7,865) (291)
REMEEmETERZIEE ltems recorded in other
comprehensive income 28,210 (8,729)
RBEFETR,/ (HB58) 2 B Under/(over)-provision in prior years 4 (10,958)
Gzt Taxation 380,746 322,927
=
18. K5 18. DIVIDENDS
2022 2021
BEIRFHIR S - BARE@EAR0.338 T Interim dividend paid of HK$0.33
(20214 : 0.33/8 L) (2021: HK$0.33) per ordinary share 105,460 105,460
FORAHIRR S - BT @AR0.81/87T Proposed final dividend of HK$0.81
(20214 : 0.73/87T) (2021: HK$0.73) per ordinary share 258,856 233,290
364,316 338,750
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

19. BRER 19. EARNINGS PER SHARE
2022 2021
(&7T) (&)
(HKS) (HKS)
FRAF Earnings per share
SN Basic 3.67 4.09
e Diluted 3.43 4.09

BREXRARF T E R A F1,171,373,000 75 7T
(20214 : 1,308,404,000/870) R FNE#ITE
ARG 2 ANEF 9 $1319,575,100/% (2021 4F :
319,575,1008% )5+ & -

A% 88 & F Ty i 88 & %1 1,095,997,000 7% 7T
(20214 : 1,308,404,000/8 70 ) W B & /& fE {5 B
& AR F1H 75,376,000 7T (2021 4F « £&) Ay
SN - RFEANBEITEBRRG 2T E
319,598,426 1% (2021 FF : 319,575,100 % ) £ #
BFTA R0 BB ET 8 T T Ik 923,326 A% (2021
F @\ 2P EHEETLBRROE - FAR
REFR 2 RATIERIRIE B E E BB 2 hnte 7
HEN fEEE T -

The calculation of basic earnings per share is based on earnings
of HK$1,171,373,000 (2021: HK$1,308,404,000) and the weighted
average number of 319,575,100 (2021: 319,575,100) ordinary shares
in issue during the year.

The calculation of diluted earnings per share is based on earnings of
HK$1,095,997,000 (2021: HK$1,308,404,000) after taking into account
of the dilutive effect of share of profits in an associate in HK$75,376,000
(2021: Nil) and the weighted average number of 319,598,426 (2021:
319,575,100) ordinary shares in issue during the year after adjusting
for the effect of shares awarded under share award scheme in 23,326
shares (2021: Nil). The share options outstanding during the year and
at the year end have no dilutive effect on the weighted average number
of ordinary shares.

2022 2021
A% B (S5 F GBS oA Profit attributable to shareholders
(HK$’000) 1,171,373 1,308,404
FE (B A% N BB ey B iU rE GBS T IThL) Dilutive effect of share of profits in an
associate (HK$'000) (75,376) -
FAUBEEEREERR 2 %A (BT i) Profit used to determine diluted earnings
per share (HK$’000) 1,095,997 1,308,404

EEITEBRZ REIETS
Rl 28

FAEEE SE#E RN 2
BT E B BRBE T

268 AFEeREEARAT 20225 F 5

Weighted average number of ordinary
shares in issue 319,575,100 319,575,100
Effect of awarded shares 23,326 -

Weighted average number of ordinary
shares in issue used to determine

diluted earnings per share 319,598,426 319,575,100




20. BEEREHRITHLEE

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

20. CASH AND BALANCES WITH BANKS

2022 2021
e RERITHES Cash and balances with banks 3,287,597 3,288,485
BRI ERTE R Money at call and short notice 15,404,163 9,504,741
18,691,760 12,793,226
Nk RELEE Less: impairment allowance
—FEER1 — Stage 1 (2,114) (1,364)
18,689,646 12,791,862

21. BEEERRNESZRUAQTETE
BESBABSNEREE

21. TRADING SECURITIES AND FINANCIAL ASSETS

AT FAIR VALUE THROUGH PROFIT OR LOSS

2022 2021
FEEERBNES Trading securities:
BEBES Debt securities:
—&ELM — Listed in Hong Kong 16,866 12,285
—3F Lk — Unlisted 545,295 4,413,099
562,161 4,425,384
NATFEFEEEEZEHT A BERNEMEE Financial assets at fair value through
profit or loss:
B EHRRERES Equity securities and investment funds:
—&ELET — Listed in Hong Kong 23,428 46,756
— BB BT — Listed outside Hong Kong 551,523 475,483
—3EET — Unlisted 47,117 87,027
622,068 609,266
A& Total 1,184,229 5,034,650
BREEEEESFNE Included within debt securities are:
-BHEZR(ZERREER) — Treasury bills which are cash
equivalents 89,278 2,304,220
—Hib BB =g — Other treasury bills 455,887 2,108,879
-~ BN ES — Government bonds 16,996 12,285
562,161 4,425,384

20224 K2021F12 A31H » LiltiAesrRIT &
ERBERE -

As at 31 December 2022 and 2021, there were no certificates of

deposit held included in the above balances.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

21. BEEERAZNESERULATEE 21. TRADING SECURITIES AND FINANCIAL ASSETS
BHSFH T ABEZNEREE®W AT FAIR VALUE THROUGH PROFIT OR LOSS

(Continued)

BEEERRNEARLUAATEFE AELE 8 Trading securities and financial assets at fair value through profit or
ANEERSREEREITHBER ST loss are analysed by categories of issuers as follows:
2022 2021

— R REF R R ERTT — Central governments and central

banks 562,161 4,425,384
— RIT R H M S BE — Banks and other financial

institutions 3,997 14,263
—1E — Corporate entities 618,071 595,003

1,184,229 5,034,650
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22, PTEE£RIA

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

22. DERIVATIVE FINANCIAL INSTRUMENTS

2022512 A1 AR HITET AR 2 RER The notional principal amounts of outstanding derivatives contracts and
SREQNFEAT : their fair values as of 31 December 2022 were as follows:
an/
ZELE A¥E
Contract/ Fair values
notional BE aE
amount Assets Liabilities
1) BIEEERBZITETER 1) Derivatives held for trading
) SMNEDTET A a) Foreign exchange derivatives
mEANEEAN Forward and futures contracts 89,702,960 619,726 (517,746)
BB S0 AN HR Currency options purchased and writen ~ 15,996,882 54,410 (55,034)
I G| RiF H Cross currency interest rate swaps 258,108 8,646 (8,565)
) FIEPTAET A b) Interest rate derivatives
1) 2= 452 B Interest rate swaps 2,546,183 61,362 (56,702)
A) a7 ET A ¢) Equity derivatives
BB Nl e e 1 B Equity options purchased and written 229,616 2,400 (2,400)
REEERGZITETA Total derivative assets/(liabilities) held for
BE/(Aaf)Es trading 108,733,749 746,544 (640,447)
2) FHEEPHRRGEZITETE 2) Derivatives held for hedging
) 1EE LD TFEE R 20T a) Derivatives designated as fair value
TA hedges
FlESEEE Interest rate swaps 47,823,185 3,154,692 (357,190)
B hRGR 2 fTET BEE,”  Total derivative assets/(liabilities) held for
(BfE)&s hedging 47,823,185 3,154,692 (357,190)
EHRZITEEMTALZE,  Total recognised derivative financial assets/
(BE)AFH (liabilities) 156,556,934 3,901,236 (997,637)
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

22, fTAESB TR 22. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
R2021F 12 A1 AR HMITET AR N 2 REAR The notional principal amounts of outstanding derivatives contracts and
S REQNFERT their fair values as of 31 December 2021 were as follows:
a4,/
RESE A¥E
Contract/ Fair values
notional BE af&
amount Assets Liabilities

1) HEEERRZITETA 1) Derivatives held for trading

) SMNEDTET A a) Foreign exchange derivatives

EERHEEL Forward and futures contracts 73,866,338 305,938 (266,003)

BB S0 AN HR Currency options purchased and written 8,296,314 5,106 (5,275)

R E MR F i B Cross currency interest rate swaps 404,909 4,734 (4,491)
) FIEPTAET A b) Interest rate derivatives

F| 2=t 5 Interest rate swaps 4,953,683 25,773 (21,335)
A) a7 ET A ¢) Equity derivatives

8 A S i e 1 HA R Equity options purchased and written 476,746 33,650 (18,855)
FEEERBRZITETE Total derivative assets/(liabilities) held for

e/ (8B)E% trading 87,997,990 375,201 (315,959)

2) FHEEHRBRZITETA 2) Derivatives held for hedging
) 1EE LD TFEE R 20T a) Derivatives designated as fair value
TA hedges
) 2= 4 B Interest rate swaps 49,477,473 260,651  (1,109,406)

B hRGR 2 fTET BEE,”  Total derivative assets/(liabilities) held for
(BfE)&s hedging 49,477,473 260,651  (1,109,406)

BHERZITESBM T AEE,  Total recognised derivative financial assets/
(BE)AF (liabilities) 137,475,463 635,852  (1,425,365)
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23. REEHRHEMIRE

fre MR T

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

23. ADVANCES AND OTHER ACCOUNTS

2022 2021

Mk REERE
—PEERA
—PEER2
—PEER3

03
S

L SR

\

N RELERE
—PEERA
—[EER2

HAb &2 (F1EE32)

B REZERE
—PEERA
—PEER2
—PEER3

gy
K=
L3

\

ER R EAMIRE

S
\|

Gross loans and advances to customers

Less: impairment allowances
— Stage 1
— Stage 2
— Stage 3

Trade bills

Less: impairment allowances
— Stage 1
— Stage 2

Other assets (Note 32)

Less: impairment allowances
— Stage 1
— Stage 2
— Stage 3

Advances and other accounts

136,530,235 144,313,339

(406,618)  (469,184)
(342,731)  (354,154)
(887,053)  (547,609)

(1,636,402) (1,370,947)

134,893,833 142,942,392

3,666,988 4,253,850

(5,569) (7,347)
(1) -
(5,570) (7,347)

3,661,418 4,246,503

5,315,912 6,220,508

(12,272) (13,119)
(2,238) (489)
(24,973) (26,082)

(39,483) (39,690)

5,276,429 6,180,818

143,831,680 153,369,713
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

23. REESFREMERE @

() BEEEFERRBRzBEHEEK
BRINE :

EFERLBNEEREREMERAAREMR
EFMZEBANMEETFEP ZRBREF
o ANREABRAREERRERERE - @\
EBEZLBEE -

23. ADVANCES AND OTHER ACCOUNTS (continued)

(a) Loans and advances to customers include finance
lease receivables as follows:

Loans and advances to customers include net investments in
equipment leased to customers under finance leases and hire purchase
contracts having the characteristics of finance leases. The contracts
have an option for acquiring by the leasee the leased asset at nominal
value at the end of the lease period.

2022 2021
REERENRSE 2 EWARESE - Gross investment in finance lease
receivables:
1E AR Not later than 1 year 901,741 1,088,890
16 LA EE55F Later than 1 year and not later than
5 years 1,652,739 1,721,515
5% Later than 5 years 837,773 419,025

REHE 2 RMEUZBE WA

BMEMEREFBRZOMMT

1EAR
1F LA EE5F

5F AL

20224 K 2021F12A31H » LilHgtEHER
BEBALREEERTIGER -

R2022F12A31H  AEBZEFREEER

AR E B AR E USRI L ERBA TR
30,782,000/ 7T (20214 : 51,224,000/87T) °

R BEREGRAF 2022F F 3,

3,392,253 3,229,430

Unearned future finance income on
finance leases (468,733) (195,201)

Net investment in finance leases 2,923,520 3,034,229

The net investment in finance leases is
analysed as follows:

Not later than 1 year 801,909 1,010,973
Later than 1 year and not later than

5 years 1,482,616 1,640,033
Later than 5 years 638,995 383,223

2,923,520 3,034,229

There is no unguaranteed residual value included in the gross
investment in finance leases above as at 31 December 2022 and 2021.

The allowance for uncollectible finance lease receivables included
in the impairment allowances as at 31 December 2022 of the Group
amounted to HK$30,782,000 (2021: HK$51,224,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

24. UATEFTEBEHESEHFTAEMEE 24. FINANCIAL ASSETS AT FAIR VALUE THROUGH

WENEmERE OTHER COMPREHENSIVE INCOME
2022 2021
BEBES Debt securities:
—&ELm — Listed in Hong Kong 13,609,856 16,676,005
— BB ETH — Listed outside Hong Kong 15,742,345 16,231,931
—JELTm — Unlisted 8,590,336 8,459,857

37,942,537 41,367,793

RS E Equity securities:
—&ELEM — Listed in Hong Kong 864,117 909,722
— BB ETH — Listed outside Hong Kong 2,565,200 4,031,647
—3 kM — Unlisted 674,982 89,106
4,104,299 5,030,475
&t Total 42,046,836 46,398,268
BREEERESFNE Included within debt securities are:
— R A RIFRE — Certificates of deposit held 234,493 489,774
—BERER(ZRBELER) — Treasury bills which are cash
equivalents 897,617 2,439,243
—Hih BB =g — Other treasury bills 3,867,536 5,459,898
—BUFES — Government bonds 635,348 708,540
—HEBESH — Other debt securities 32,307,543 32,270,338

37,942,537 41,367,793
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

24, UAFEFEBHEFHAEMEE
WENEREE @m)

24. FINANCIAL ASSETS AT FAIR VALUE THROUGH
OTHER COMPREHENSIVE INCOME (continued)

2022 2021
AT ERE BEZ e A2 mERR Financial assets at fair value through
CREEREITRIBENNIT other comprehensive income are
analysed by categories of issuers as
follows:
BRHES Debt securities:
— R RBUF IR R ERTT — Central governments and central
banks 9,160,937 7,987,115
— NS — Public sector entities 802,807 789,164
— IRIT R E A & R — Banks and other financial
institutions 5,902,047 6,800,550
— 1% — Corporate entities 22,076,746 25,790,889
—HAfth — Others - 75

fEasEE S
— BT Eo Ao 2 A

-2

ETURFEFEEHEH A ALMEE WS
WESETAREARFNERKREREER X
mwHeE REEERE  REZAFEA
1,752,534,0007% 7T (2021 : 1,803,407,0005% 7T )
MH & RETIkES5392,898,000/8 (2021 « 2
FTURES 4198,801,000/8 7T ) ©

276 REF&REEBGRNT 2022F FiR

37,942,537 41,367,793

Equity securities:
— Banks and other financial
institutions 589,850 543,571
— Corporate entities 3,514,449 4,486,904

4,104,299 5,030,475

42,046,836 46,398,268

Certain investments in equity instruments measured at fair value
through other comprehensive income have been sold during the
year due to risk monitoring consideration. The fair value of the
investments at the date of derecognition was HK$1,752,534,000
(2021: HK$1,803,407,000) and its cumulative gain on disposal was
HK$392,898,000 (2021: cumulative gain of HK$198,801,000).
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

25. DUBSRHATIRMNEREE

25. FINANCIAL ASSETS AT AMORTISED COST

2022 2021
BEBES Debt securities:
—&ELm — Listed in Hong Kong 11,895,925 9,748,480
— BB LT — Listed outside Hong Kong 12,981,228 9,869,613
—JELTm — Unlisted 8,123,992 5,004,625
33,001,145 24,622,718
Mk - OREREE Less: impairment allowance
—FEER1 — Stage 1 (59,435) (30,215)
ait Total 32,941,710 24,592,503
BREEEEKESFAS : Included within debt securities are:
—FEERIFREE — Certificates of deposit held 3,120,178 1,537,364
—BERR — Treasury bills 1,121,950 921,707
—BNES — Government bonds 214,612 242,800
— HERE 5 — Other debt securities 28,544,405 21,920,847
33,001,145 24,622,718
LABEERRC AR T BR Y & BR B B Financial assets at amortised cost are
REATHBER ST - analysed by categories of issuers as
follows:
— R K AR R ERTT — Central governments and
central banks 1,336,562 1,164,507
— N — Public sector entities 1,410,432 529,658
—IRITRE M — Banks and other financial
institutions 10,420,964 7,898,098
—{b% — Corporate entities 19,833,187 15,019,366
—EAfth — Others - 11,089
33,001,145 24,622,718
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26. BEQFRE

26. INVESTMENT IN AN ASSOCIATE

2022 2021
ELEEFE Share of net assets 6,489,667 6,878,328
EES Goodwill 344,623 344,623
6,834,290 7,222,951
MER - BE%ER Less: impairment allowances (4,675,000) (2,992,000)
2,159,290 4,230,951
12A31H 2 AFE Fair value at 31 December 1,866,400 2,045,244

REBREERTZRENAFEDNLEEER
TTHRE 20224 2021 48 2 Wi (8 -

The fair value of the Group’s investment in Bank of Chongging shown
above is calculated with reference to the closing market price of
BOCQ’s H-shares as at the end of 2022 and 2021.

2022 K2021F12 AB1B 22 AR 2 X EE The following is the key information relating to the associate as at 31
BT December 2022 and 2021:
R R & itk B FritERB ot
=18 Place of incorporation and FEER Percentage of
Name operation Principal activities interest in ownership
2022 2021
BERIT AR HAE #R1T
Bank of Chongging People’s Republic of China Banking 13.20% 13.20%
2022 2021
1H1H At 1 January 4,230,951 4,277,927
FE(RBRTRIB LA Share of results, net of tax 656,691 697,954
JEMBRT R ITE B A Share of investment revaluation
reserve, net of tax (226,037) 44,040
[=ELGEEE) Dividend received (209,484) (206,338)
BB Impairment loss charged (1,683,000) (726,000)
RELEZEE Loss on deemed disposal (10) (31,202)
B b, 22 22 2 EL At 38 Exchange differences and other
adjustments (609,821) 174,570
12A31H At 31 December 2,159,290 4,230,951

i Q$E.E§F’E§ETTE’]§$Aﬁ§/ﬁﬁ?§ Gl
FraE 2 EARRIAVRKBIE - MARBRR AYE
BRITABRTES -

R BEREGRAF 2022F F 3,

The Group is considered to have significant influence over BOCQ on
the basis of its representation on the board of directors and participation
in policy-making process.



26. BEATDBRE®
() EERIT2RENKER
BERTZEATET2ZHHA12A318 -

HE2022F 2021F12 A31 HILFEHHE - A%

BEEERITEAMREZ2022F12/31H
1128 B Z iRk 2 45 -

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

26. INVESTMENT IN AN ASSOCIATE (continued)

(a) Selected financial information of BOCQ

The statutory accounting reference date of BOCQ is 31 December.

For the year ended 31 December 2022 and 2021, the results of
BOCQ were included by the Group on the basis of BOCQ’s financial
statements announced for and made up to the 12 months to 31

December 2022.
20214 20214
12A31H 12A31H
At At
31 December 31 December
2022 2021
BRI IEEEAERBEBER Selected balance sheet information of
BOCQ
Be RIERRIRITHES Cash and balances with central banks 45,946,001 45,612,239
FEUCEL b ERTT M B Due from other banks and
financial institutions 48,589,056 54,969,190
BFERN Loans and advances to customers 383,513,820 376,276,117
Eﬁt\%rﬂéﬁ? Other financial assets 275,311,617 268,688,065
HinEE Other assets 13,465,538 13,365,802
BESF Total assets 766,826,032 758,911,413
eI R ERTT Due to central banks 44,158,597 62,080,178
RPEEH - ERBITREMSREETIA Customer deposits, and amounts due to
banks and other financial institutions 476,494,843 431,920,104
Ethamas Other financial liabilities 183,203,799 198,505,347
HthBE Other liabilities 5,297,773 6,023,426
aEas Total liabilities 709,155,012 698,529,055
E=mAE Total equity 57,671,020 60,382,358
k- BfiERIET A Less: Other equity instruments (6,239,197)  (6,019,400)
Ik - gmbRERER Less: Non-controlling interests (2,417,877)  (2,419,756)
BRBCR R R A Total equity attributable to ordinary
shareholders 49,013,946 51,943,202
ERBITZRRERATHRANBIRAVEREAZ Reconciliation of BOCQ's total shareholders’
REEHERR equity to the carrying amount in DSB’s
consolidated financial statements
RERITELR R ER AR DSB’s share of total shareholders’ equity 6,468,932 6,855,608
e R HE R AT EREE Add: Goodwill and fair value
adjustment at acquisition 365,358 367,343
1k : FE Less: Impairment (4,675,000)  (2,992,000)
BRHE1E Carrying amount 2,159,290 4,230,951
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

26. BEATDBRE®
() EERTZREMKEEN @)

26. INVESTMENT IN AN ASSOCIATE (continued)

(a) Selected financial information of BOCQ (Continued)

20225 20214F

12A31H 12H31H

At At

31 December 31 December

2022 2021

[EREERITZ HABBERARE Share of BOCQ'’s contingent liabilities and

commitments 12,065,327 9,919,288

20224 20214

1A18 % 1R18E

20225 20214F

12A31H 1 12A31H1E

1218 A 12{E A

12 months 12 months

from from

1 January 1 January

2022 to 2021 to

31 December 31 December

2022 2021

BEERIT EEREERER Selected income statement information of
BOCQ

SEFIBUA Net interest income 12,536,232 13,994,140
FERBERASEA Net fee and commission income 883,061 927,758
EXRRBER Loan impairment charges (4,128,183)  (6,155,105)
BB Tax expense (1,359,852)  (1,488,054)
FEE5 A Profit for the year 5,934,531 5,863,517
Hit 2 E K Other comprehensive income (1,739,289) 372,671
PHEMEEE Total comprehensive income 4,195,242 6,236,188
BMEERITRE Dividend received from BOCQ 209,484 206,338

280 AR¥FerEEARAT 20225 F 5
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

26. BEATDBRE®

(2) REZBERNARR2022F #E 2R
=1

M2022F12A318 - AEEEEERITZREZ
AFHESRREBEARLNIF « At - AEEFE
HIEEFRITZIRE 2 R EETRE R AT
AU El & 58 »

WMEARLHAGEERBE(ERER)ME
EZEERTAINESENZIRE 2 RHE - £
REENRBEEEGREZEERRITANRK
RIS - REEREERITHHMERZER
REBEFERZFERARROAERTFEE  EH
RBRERFE - BEAREREEHEZ
BERE T2 Z RN R TS EE 2 EERITRA
AT EHE ©

ETERBEEFEASEZKREZTKRE S
B ARBERMARBRAREETSEHLE
ERRARRFEEREEZ2H8AE - HET
BEHARREBERRTT 2 RIE N R LR
EEROTAREKAFHEZPHRERTERE -
EHEEBRTZAKRREREPFTEETREE
ER2HE -

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

26. INVESTMENT IN AN ASSOCIATE (continued)

(b) Impairment testing on the investment and impairment
recognised in 2022

At 31 December 2022, the fair value of the Group’s investment in
BOCQ had been below the carrying amount for approximately 9 years.
On this basis, the Group continues to perform an impairment test on the
carrying amount of the investment in BOCQ to assess the recoverable
amount.

The impairment test is performed by comparing the recoverable amount
of BOCQ, determined by a value in use (“VIU”) calculation, with the
carrying amount of the investment. The VIU calculation uses discounted
cash flow projections based on management’s estimates of BOCQ’s
earnings and dividends to be paid in future, and the estimated probable
exit value in future after considering the growth of BOCQ and its net
asset value for the medium and longer term. The discount rate applied
to the VIU calculation was estimated with reference to BOCQ’s cost of
equity, which is publicly available in the market.

In performing the VIU calculation to arrive at the recoverable amount
of the investment, the Group considers all relevant factors including
market views and qualitative factors to ensure that the inputs to the
VIU calculation are appropriate. Adjustments need to be made to
reflect the latest situation affecting BOCQ and also market outlook for
the medium and longer term that are relevant in projecting BOCQ’s
future performance. Significant management judgement is required in
estimating the future cash flows of BOCQ.
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26. BEQARRE® 26. INVESTMENT IN AN ASSOCIATE (continued)

(Z) BREZRENRRR2022F R ZH (b) Impairment testing on the investment and impairment
L=RE-)) recognised in 2022 (Continued)

R2022F - mAEEEBELMEFREAENRN
KB D 2 E 2 S E L B AR ST BB AR
R EERITARRMBARROTER - ERIFEH
BEMIRERN2HURREERITRAMNTIIRES
2o NIFRMAE TaHEH2022F 12 A31 B{FEAE
{85/42,159,000,000/8 7T * BRI 2 ERSH

In 2022, Senior Management has revised their best estimates on
certain inputs in the VIU calculation to reflect the latest economic
conditions and projection of BOCQ’s future performance. The PB ratio
has been refined to better reflect the latest trend of BOCQ’s PB ratio.
The key inputs underlying our HK$2,159 million VIU on our investment
in BOCQ as at 31 December 2022 are as follows:

LU
2022 2021
FERMERE Annual profit growth rate ZF2024FWIEHA  E2025F MR
NF6%ZE7% NT6%27%
EEBFR5% HEBFR%

BRBIRE

B

RUMEA T AR A B2 KB EEES
L

A EEMN2EUE T A RPN 2022 F & = 1) E
B & - 20224 £1,683,000,000% 7T ¢ HH LR
20214 #7726,000,000/8 7T °

282 RE&mEEBGRNT 2022F Fi

Ranging from
6%=7% in the
near term up to
2024, and 5% per
annum thereafter

Dividend payout ratio 25.3%
Discount rate 12.0%
PB ratio for estimation of 0.27

potential future recovery
value under different holding
periods

Ranging from
6%—7% in the
near term up to
2025, and 5% per
annum thereafter
29.3%

13.3%

0.66

The revision of the inputs used in the VIU assessment has brought a

higher impairment charge in 2022 at HK$1,683 million, compared to

HK$726 million in 2021.
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26. BEATDBRE®

(Z) REZRENRERNA2022F R 2 H
L=1¢))

TEHEHATEERAGENAENER2H 28
HHEREENTE - U TH2RMREREEY
BE-EXZHZBENGRE - ZR—HAT
B/ I A0S T A] B AR — SRR AR

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

26. INVESTMENT IN AN ASSOCIATE (continued)

(b) Impairment testing on the investment and impairment
recognised in 2022 (Continued)

The following table illustrates the impact on VIU of changes to key
inputs which management considers as reasonable and possible. The
following summary reflects the sensitivity of the VIU in response to the
change of each key input. It is possible that more than one favourable
and/or unfavourable change may occur at the same time.

BRmES TR ES
Favourable change Unfavourable change
EREEN EREEN
7 Tk
20224 2022 Increase in EREE Decrease in EREE
(AE%ER) (In millions of Hong Kong dollars) ViU ViU ViU ViU
FEGFERE  Annual profit growth rate +1% 42 2,201 1% (42) 2,117
REIEELL & Dividend payout ratio +5% 126 2,285 5% (126) 2,033
A% Discount rate 255 25 2,184 +25E 5 (25) 2,134
-25 bps +25 bps
miRE PB ratio +1% 50 2,209 1% (50) 2,109
+1bp -1bp
BRMES FRnESR
Favourable change Unfavourable change
EREEN EREEN
t# Tk
20214 2021 Increase in EREE Decrease in EREE
(B8#T) (In millions of Hong Kong dollars) ViU VIU VIU ViU
FERFERE  Annual profit growth rate +1.0% 76 4,307 -1.0% (76) 4,155
R BIRE b Dividend payout ratio +6.3% 929 4,330 -6.3% (99) 4,132
B % Discount rate 255 54 4,285 +2552 (54) 4177
-25 bps +25 bps
[LES PB ratio +124 50 4,281 136 (50) 4,181
+1bp -1bp
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

26. BEATDBRE®

(Z) BEZRENZRRR2022F R ZH
B @)

RIEEZE2022F 12 A31B ZARR T EZE LM E
RE2HNGRENS2E 2 E N TR EMmE
TZaHh KA ERZEREBERKERMAE
HAZ(EBEHE2021F12A31BEERZZ
FORERR)MEE2BEMEE 2 T KRE S5
TSNERBREAE - AEEFE2022F12 431 H 2tk
SUETTBEITREAR - RELTEFABEERZ
A e B AHE AIEA IR B E20215F12 A31H
2 25TR{ERT$22,992,000,00078 7014 Z BREIE -
T A RRE % 51,683,000,000/8 7T ° AL 7
2022 FF FF [ HERFTIL R B #451,683,000,0007% 7T
LAFERZIE & 2 (BfE£2,159,000,00055 7T °

HEANRTZERAFT R RWERIEZIREY
RBAEF - ERARITUWMEERIT2ERRE
BROM o (B ZIREHFZN B R TIIRIRE KA
21,213,000,000/ 7T + ZI8E 2 BEBTHEXR
RIT 2 BAFTBILE -

284 R &mEEBGRNT 2022F FiR

26. INVESTMENT IN AN ASSOCIATE (continued)

(b) Impairment testing on the investment and impairment
recognised in 2022 (Continued)

Based on the assessment conducted for the position up to 31
December 2022, which takes into account the sensitivity of the key
inputs shown above and the effects of possible interaction of these
inputs, the recoverable amount, as determined by the VIU calculation
and after considering all relevant factors (including the cumulative
impairment charge having been recognised as of 31 December 2021)
and valuation inputs, remained below the carrying amount. The latest
impairment test performed by the Group for the position as at 31
December 2022 concludes that the recoverable amount, based on
the VIU calculation, is assessed as lower than the carrying amount,
after deducting the cumulative impairment allowance made up to 31
December 2021 of HK$2,992 million, by HK$1,683 million. As a result,
an additional impairment charge of HK$1,683 million was recognised
in the year of 2022 to reduce the value of the investment to HK$2,159
million at 31 December 2022.

The calculation of DSB’s capital adequacy does not include the retained
earnings from the investment, except for BOCQ cash dividend received
by DSB. Provided that the investment continues to be held at or above
the original cost of the investment of HK$1,213 million, impairment
made on the investment does not affect DSB’s capital adequacy.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

27. HEEZEHERRE 27. INVESTMENTS IN JOINTLY CONTROLLED
ENTITIES
2022 2021
LRy - AR Unlisted shares, at cost 20,000 20,000
FEAR U BB 1& Share of post-acquisition reserves 103,072 94,373
123,072 114,373
72022 22021412 A 31 B 1Y 2k @15 HI B §8 40 The following are the jointly controlled entities as at 31 December 2022
D and 2021:
hHEEEZEDL
o i it 2 FTEEBREE I Percentage of
£1B Place of Principal activities and place effective interest
Name incorporation of operation in ownership
IREIEIRB R A EB wEZER - 'S
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong 13.333%
RIS RR AR EB WMIESEY B
Bank Consortium Trust Company Limited Hong Kong Mandatory provident fund business,
Hong Kong 13.333%
RS RAR AR o BETER B
BCT Financial Limited Hong Kong Mandatory provident fund business,
Hong Kong 13.333%
AEEERBIERBR AR 2= BMBEATIK The Group’s interest in Bank Consortium Holding Limited is held by
FTIRITIA - MRSt AR AT RRESRHE DSB, a subsidiary of the Company. Bank Consortium Trust Company
AT DRBIERBR AT ZE2EWMB AR Limited and BCT Financial Limited are the wholly owned subsidiaries of

Bank Consortium Holding Limited.
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28. MIBARFE

R2022F 128318 » AR E|ZHBRARMT ¢

28. SUBSIDIARIES

The following is a list of the Company’s subsidiaries as at 31 December

2022:
RO B BRFLERRA
Percentage of shares held Particulars of
AAERE TEER Ed ik B 563 issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
AIRTEEBR AR REER 0
Dah Sing Banking Group Limited* Investment holding Hong Kong 74.37% - HK$6,894,438,231
AHEERRAR REER &R
Dah Sing Company Limited Investment holding Hong Kong 100% - HK$1,000,000
RERER(1976)BR AR (FH(F)) —iRB Bk
Dah Sing Insurance Company (1976)  General insurance Hong Kong 100% - HK$996,000,000
Limited (Note (a))
EEX BRE
Dah Sing Holdings Limited Inactive Bermuda 100% - US$100,000
ARBRREBRAF RIRIE B
Dah Sing Insurance Agency Limited Insurance agency Hong Kong 100% - HK$500,000
REER BRE
Dah Sing International Limited Investment holding Bermuda 100% - US$100,000
EEX RBRZES
Dah Sing Medical Science Investment  Inactive British Virgin Islands 100% - US$50,000
Incorporated
B2 BE
Dah Sing Secretarial Services Limited  Inactive Hong Kong 100% - HK$2
E2X 0
DSE Investment Services Limited Inactive Hong Kong 100% - HK$1,000,000
(Note (b))((2))
EE S EZ5
Filey Investment Corporation Inactive Panama 100% - Us$2
MERE RERUES
High Standard Investment Ltd. Property investment British Virgin Islands 100% - Us$2
HKEREBRAR EmEX Bk
Newinner Investments Limited Inactive Hong Kong 100% - HK$2
EiE S BE
WOF Escrow Limited Inactive Hong Kong 100% - HK$25,000,000
BERERRT] RERR BE
World Prosper Limited Investment holding Hong Kong 100% - HK$1
HAEK RBRAES
Upway Wealth International Limited Investment holding British Virgin Islands 100% - US$1

R BEREGRAF 2022F F 3,
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

AN
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28. SUBSIDIARIES (Continued)

Fris RO B2

Percentage of shares held

ERTEBRRA
Particulars of

SRR Y R
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

S FEEK % HE iz issued ordinary

Name of company Principal activity Place of incorporation Directly Indirectly share capital
B2 RBRETHS

Cycle Chance Limited Inactive British Virgin Islands 100% - us$2

BETER A NERE R

Fortune Land Corporation Limited Property investment Hong Kong 100% - HK$1

EEIRRRAR REER Bk

Right Vision Limited Investment holding Hong Kong 100% - HK$1
B2 EE

DSFH Limited Inactive Hong Kong - 100% HK$2
REEK RBRTHE

DSGl (1) Limited Investment holding British Virgin Islands - 100% US$t
REER RERUHE

DSLI (BVI) (1) Limited Investment holding British Virgin Islands - 100% USs$t
BB RBRTES

DSLI (2) Limited Investment holding British Virgin Islands - 100% US$1
REER RBRTES

DSMI Group Limited Investment holding British Virgin Islands - 100% US$1

AT AR AR REER RERUNS

Able Keen Holdings Limited Investment holding British Virgin Islands - 100% US$1

EREXARAT B2 BE

Luen Fung Investment Company, Inactive Hong Kong - 100% HK$303,000

Limited

BPIRBRIRONERAR —iiRMR BP

Macau Insurance Company Limited General insurance Macau - 100% MOP220,000,000

RARAESERRHARAT BRESER R

Macau Pension Fund Management Pension fund Macau - 100% MOP60,000,000

Company Limited management

AHRTERAF RAT BE

Dah Sing Bank, Limited Banking Hong Kong - 74.37%  HK$6,200,000,000

KR (PE)BRAF R hEE AR HAE

Dah Sing Bank (China) Limited Banking People’s Republic of China - 74.37%  RMB1,200,000,000

Zr(1931)BR LA mex B

MEVAS (1931) Limited Inactive Hong Kong - 74.37% HK$400,000,000

REEERTRHBRAF #17 R

Banco Comercial de Macau, S.A. Banking Macau - 74.37% MOP225,000,000
NERE RBRURES

CWL Prosper Limited Property investment British Virgin Islands - 74.37% US$1
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28. MIBAT @

28. SUBSIDIARIES (Continued)

FiERBBEA L BRFLERRA
Percentage of shares held Particulars of
S FEEK R =k iz issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
AHEBERAR B Bk
Dah Sing Finance Limited Inactive Hong Kong - 74.37% HK$25,000,000
AERBRERERAF Rl B
Dah Sing Insurance Brokers Limited Insurance broking Hong Kong - 74.37% HK$500,000
AHEFEARAR RIBART Bk
Dah Sing Nominees Limited Nominee services Hong Kong - 74.37% HK$100,000
RERK Bk
Dah Sing Properties Limited Investment holding Hong Kong - 74.37% HK$9,998
REEK BE
DSB BCM (1) Limited Investment holding Hong Kong - 74.37% HK$1
REER BE
DSB BCM (2) Limited Investment holding Hong Kong - 74.37% HK$1
RHEFBRAR BHER BE
Dah Sing Securities Limited Securities dealing Hong Kong - 74.37% HK$10,000,000
E2X 0
MEVAS Nominees Limited Inactive Hong Kong - 74.37% HK$50,000
hRERB(FE)ERAT E2E EE
Pacific Finance (Hong Kong) Limited Inactive Hong Kong - 74.37% HK$450,000,000
ZEMBARAR JCE BE
OK Finance Limited Money lending Hong Kong - 74.37% HK$1,000
MAEEEBRLH i BE
Modern World Holdings Limited Inactive Hong Kong - 74.37% HK$1
MAEE BB EEE BE
Modern Bright Hong Kong Limited Inactive Hong Kong - 74.37% HK$1
REER RBRTHS
South Development Limited Investment holding British Virgin Islands - 74.37% US$1
NERE RERAES
Talent Union Holding Limited Property investment British Virgin Islands - 74.37% Us$2
HERBERATF NERE BE
Vanishing Border Investment Services  Property investment Hong Kong - 74.37% HK$20
Limited
NERE REBRURS
Well Idea Enterprises Limited Property investment British Virgin Islands - 74.37% US$1
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28. MIBAT @

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

28. SUBSIDIARIES (Continued)

FiERBEA L BRFLERRA

Percentage of shares held Particulars of

S FEEK % HE iz issued ordinary

Name of company Principal activity Place of incorporation Directly Indirectly share capital
MERE ERRUEHE

Wise Measure Limited Property investment British Virgin Islands - 74.37% US$1
NERE RBRAHS

Reliable Associates Limited Property investment British Virgin Islands - 74.37% US$1

. EEBMARZZMER AT LR

BRATRITEBER AR LAFIBITERAF R
RBERARSIN LB AR RMAREK
TR EE LASMD T AL - B EER F B R
FXIZZ FLA R BB AHREL o

BRAGHIRIT (R B AR AR RFIRERITARD
BRAR - BFREROBERAE - RPIRKE
SEBRNOARRNR R LAFIBEFEAINLM
FRIZEVRRSN - B R RIIERBLE

KFTIRIT(FRE) BRRAFIHR2008F7 AEFHRK
MRS - EARE A EE A R AMB 2548 1)
BIBERABI(EHREE  BEIRMZEER
&) o

5 -

() RFRER(1976)ER A BREITE BN - TREE
17#218550,000,0007% TTH) A i B (5 SE A%

(Z,) DSE Investment Services Limited 4 3% 17 % 38 A%
G - TREETTHE(ET00/8 TTHE LAY ©

*

Listed on The Stock Exchange of Hong Kong Limited

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.

Except for Dah Sing Bank (China) Limited, Banco Comercial de Macau,
S.A., Macau Insurance Company Limited, Macau Pension Fund
Management Company Limited, and companies incorporated outside
Hong Kong specified above, all other companies operate in Hong Kong.

Dah Sing Bank (China) Limited was incorporated in Mainland China in
July 2008. It is registered as “Limited liability company” (solely funded
by Taiwan, Hong Kong or Macau corporate body) under the laws of the
People’s Republic of China.

Note:
(a) In addition to the ordinary shares issued by Dah Sing Insurance Company
(1976) Limited, it also has redeemable preference shares in issue totalling

HK$550,000,000.

(b) In addition to the ordinary shares issued by DSE Investment Services
Limited, it also has preference shares in issue totalling HK$700.
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29, BHEREFREE

29. GOODWILL AND INTANGIBLE ASSETS

EFHE
& BOER Bl &E
Bl EE EIEE  Customer i BEES
[EES Contract Core deposit relationship Trade Club A%
Goodwill  intangibles intangibles intangibles name  debentures Total
WA Cost
202261 A1A At1 January 2022 884,013 26,499 80,583 69,256 80,927 - 1,141,278
i Addition - - - - - 11,463 11,463
2022412318 At 31 December 2022 884,013 26,499 80,583 69,256 80,927 11,463 1,152,741
2IENE/ B Accumulated impairment/
amortisation
20251718 % At 1 January 2022 and
20224124318 31 December 2022 98,239 26,499 80,583 69,256 - - 274,577
REE Carrying value
2022128318 At 31 December 2022 785,774 - - - 80,927 11,463 878,164
EPHEE
af BOER B AR
B &R BREE Customer
BE Contract ~ Core deposit  relationship Gl B%
Goodwill intangibles intangibles intangibles  Trade name Total
A Cost
202141418 At 1 January 2021 874,603 26,499 80,583 69,256 80,927 1,131,868
e Addition 9,410 - - - - 9,410
2021F12A31H At 31 December 2021 884,013 26,499 80,583 69,256 80,927 1,141,278
SRERE/ Accumulated impairment/
amortisation
2021F1A18 K At 1 January 2021 and
2021F12A31H 31 December 2021 98,239 26,499 80,583 69,256 - 274,577
REE Carrying value
2021F12A31H At 31 December 2021 785,774 - - - 80,927 866,701

ERERYPRZEBEVEERRALY  RUEREE
FRGEBTEERARBRREZENFEE125F
ZRI RIS o AR REFSEERMR
W& &F R ERE R AK A NG RERE
ERIR -

R BEREGRAF 2022F F 3,

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 and club debentures are 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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]
A
=

BOREREANNEERSRE-BNELS
ERAZHSELEN([REELEM]) - B
DECHREZFIAT o

4= AR

wh |3 /\ﬁ%i&%ﬁﬁ‘%
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

29. GOODWILL AND INTANGIBLE ASSETS (continued)

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.

Bh R
Hong Kong Macau
EERT B AR1T BIMRAT
Corporate Personal Overseas R aF
Banking Banking Banking Insurance Total
XA Cost
20226118 & At 1 January 2022 and
2022F12A31H 31 December 2022
98,239 220,428 493,023 72,323 884,013
2RAE Accumulated impairment
2022F1A1A K At1 January 2022 and
2022F12A31H 31 December 2022 98,239 - - - 98,239
FREE Carrying value
2022%12A31H At 31 December 2022 - 220,428 493,023 72,323 785,774
EE BF
Hong Kong Macau
EFT {EA8RIT HBIMRIT
Corporate Personal Overseas Rz EH
Banking Banking Banking Insurance Total
XA Cost
20211718 At 1 January 2021 98,239 220,428 493,023 62,913 874,603
HE (1) Addition (Note (1)) - - - 9,410 9,410
2021412A31H At 31 December 2021 98,239 220,428 493,023 72,323 884,013
ZiERE Accumulated impairment
2021F1 418 K At 1 January 2021 and
2021F12A31H 31 December 2021 98,239 - - - 98,239
REE Carrying value
2021F12A31H At 31 December 2021 - 220,428 493,023 72,323 785,774
s Note:

(1) R2021F - SEWZIEHERREALFER

(1) The addition of goodwill of HK$9,410,000 in 2021 arose from the Group’s

FIRBR AR QAR 2 Mira% B EMELNEES
9,410,000/&7T °

acquisition of the remaining 4% equity interest of Macau Insurance
Company Limited held by the non-controlling interest in 2021.
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29, BEREFEE®
() BEREFEE DRENR

MEABFERENS  BRBHEZERE
BEMETzReEFEENIEKERE - T EE
FRHEEEREABMGR - USFT 812 AR
e KERBAGFHEREXBUEFEFERE
N T 2% 5% A EE5F DA% BokiR » Z5F &
EEEEEEABENEHBRBSELSBNY
T R R EB TR R EA A 8B (1R 2 AT G P
MREL o FTIERR 2 BEIR R @ B AN F R H3R1T
SESRSELBN T EEEBKER 2 ERKAR
IEFHE - RITEBRESELEBU UIRER
11.10% (20214 : 11.12%) * MR EFRESE
A B 7 B K 510.37%(20214F : 10.36%) °

BB FHEIT ZRENGA N ERALRRAAELR
SHZHAIENEE(RITEBRI%  RBEBR
2%) RUAFPHART & 2 FERIURA - BRI 55 DA%
FKER - FTERZMBENEENAERKHIR
TEREZ ERBANETIIE - ZAH BT
ZEBBERMNT10.37% E11.10% (2021 £ :
10.36%E11.12%) 2 fd °

EHEEFORENANENTER
REFNRBEREMGEEE
EERREER SR SMERK -

BALLEREESR
17 EEMHE

REFVEHREE BRI CESEANRES
1B (20214 : ) -

30. TERHMEEEE

29. GOODWILL AND INTANGIBLE ASSETS (continued)
(a) Impairment testing on goodwill and intangible assets

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 discounted cash flow
projections prepared by the Senior Management based on the latest
5-year business plan, taking into account projected annual growth
rate of net profit, and in perpetuity with constant growth rates ranging
from 2% to 5% after the fifth year. The 5-year business plan was
developed by the Senior Management based on their evaluation of the
businesses and associated projected discounted cash flow of net profit
of the relevant CGU and the conditions in which such businesses will
operate over the projection 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
11.10% (2021: 11.12%) for CGU under banking business and 10.37%
(2021: 10.36%) for CGU under insurance business.

For trade name, impairment testing is performed annually using pre-tax
royalty rate 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 after the fifth year. The discount
rate in the range of 10.37% to 11.10% (2021: 10.36% to 11.12%) used is
based on the Group’s and its Banking Group’s weighted average cost
of capital depending on type of businesses carried out.

Impairment testing in respect of club debentures is performed annually
by comparing the book value of each club debenture with its market
value. Impairment loss is recognised when the market value is below
the book value.

No impairment loss on goodwill, trade name and club debentures were
identified in the year (2021: Nil).

30. PREMISES AND OTHER FIXED ASSETS

2022 2021

1TEE ~ R Premises, furniture and equipment 2,389,133 2,463,433
FRAEEE Right-of-use assets 508,543 587,772
2,897,676 3,051,205
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30. TERHMEEEEm
() 17 - BRIMRRE

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

30. PREMISES AND OTHER FIXED ASSETS (continued)

(a) Premises, furniture and equipment

& -
BERARE
Furniture,
equipment
TE and motor A%
Premises vehicles Total
HE2021F12A31HIEFE Year ended 31 December 2021
FHREFE Opening net book amount 2,035,870 433,358 2,469,228
g Additions - 240,246 240,246
e Disposals - (9,163) (9,163)
FEZ W (FFF13) Depreciation charge (Note 13) (72,369) (140,684) (213,053)
EREE Exchange difference 3,249 1,819 5,068
EMOBITEARENE Reclassification from premises to investment
properties (28,893) - (28,893)
FRIREFE Closing net book amount 1,937,857 525,576 2,463,433
2021%F12A31H At 31 December 2021
D#N Cost 2,594,190 1,446,956 4,041,146
RIEME Accumulated depreciation (656,333) (921,380)  (1,577,713)
REFE Net book amount 1,937,857 525,576 2,463,433
HZ20225128310LFE Year ended 31 December 2022
FYERMFE Opening net book amount 1,937,857 525,576 2,463,433
g Additions 97,452 87,374 184,826
HE Disposals - (2,665) (2,665)
FEZ L (HEE13) Depreciation charge (Note 13) (72,043) (169,833) (241,876)
EHER Exchange difference (9,852) (4,733) (14,585)
FREMFE Closing net book amount 1,953,414 435,719 2,389,133
2022%F12A31H At 31 December 2022
DN Cost 2,679,939 1,493,649 4,173,588
ZEME Accumulated depreciation (726,525)  (1,057,930)  (1,784,455)
REFE Net book amount 1,953,414 435,719 2,389,133
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30. TERHMWEEEE®m 30. PREMISES AND OTHER FIXED ASSETS (continued)
(R) 17E - BRERE@® (a) Premises, furniture and equipment (Continued)
TEZEREFERE The net book value of premises comprises:
2022 2021
TR Leaseholds
EHEFA 2R EEL Held in Hong Kong on medium-term
(fE102=504F 2 f4) lease (between 10-50 years) 1,491,296 1,548,438
BB LAINEE 2 B4 Held outside Hong Kong on medium-
(£10%50%F 2 fd]) term lease (between 10-50 years) 462,118 389,419

1,953,414 1,937,857

(z) HE (b) Leases

ULt A R BERATRA 2 HERMEER - This note provides information for leases where the Group is a lessee.
() BRRGESHBNRIEEZEH () Amounts recognised in the consolidated

statement of financial position
FEMBRARANBEEE 2 28R The consolidated statement of financial position shows the
I following amounts relating to leases:
2022 2021

EREEE Right-of-use assets
b7ES Properties 508,543 587,772
HEER Lease liabilities 539,020 620,335
022FHMEFEAMECAREER Additions to the right-of-use assets during the 2022 financial year
73,626,000 7T (2021 4F : 119,331,000/5 were HK$73,626,000 (2021: HK$119,331,000).
T e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. TERHEUEEEE®
(Z) HE@m
(i) BRRGEUZRELHE

HAREENERREZ2BIIRNT

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

30. PREMISES AND OTHER FIXED ASSETS (continued)
(b) Leases (Continued)

(ii) Amounts recognised in the consolidated income
statement

The consolidated income statement shows the following amounts
relating to leases:

i
Note 2022 2021
ERAEEEZNEX N Depreciation charge of
right-of-use assets
ES Properties 13 148,987 192,755

FMESXH (BRENEXH —
ME&E)

FRRMHERREEEEZ X H(BRETERAMEE

BEXH - TEENE)

022FAFBEAEZRESALBAER
157,963,00078 7T (20214 : 200,242,000/%

JT) e

(iii) FEEHEZERAWMASK

AEEEESEYZE - KR2021F £2022
F o HEAR—MRBIEEIF 2 ETHIR
1B RTREFT A 00 R 71 (iv) Bt 2 JE R IR 12 HE -

MERRERBERAZEREEZHEZTR
R GE - BREEARERECEEZE
RiEzI) - HEA R AR INERRL - 18
EZEEBGFTRENERE G EREER

) o

Interest expense (included in

interest expense — lease

liabilities) 7 8,333 9,744
Expense relating to short-

term leases and low-

value assets (included

in premises and other

fixed assets expenses,

excluding depreciation) 13 3,077 3,956

The total cash outflow for leases in 2022 was HK$157,963,000
(2021: HK$200,242,000).

(iii) The Group’s leasing activities and how these are
accounted for

The Group leases various properties. Rental contracts are
typically made for fixed periods of 1 year to 9 years for 2021 and
2022, but may have extension options as described in (iv) below.

Lease terms are negotiated on an individual basis and contain
a wide range of different terms and conditions. The lease
agreements do not impose any covenants other than the security
interests in the leased assets that are held by the lessor. Leased
assets may not be used as security for borrowing purposes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

30. TERHEUEEEE®
(Z) HE@m
(iv) ZERRARILZERE

EERRIDEREBEEASER 2T
MERER - RAKEEEREE
BEMS @ EAZSEITERREE
B RZBUSE 2R R 1L ﬁﬂiéﬁ'ﬁ]
AR E M IER AT ©

30. PREMISES AND OTHER FIXED ASSETS (Continued)

(b) Leases (Continued)

(iv) Extension and termination options

Extension and termination options are included in a number of

property leases across the Group. These are used to maximise
operational flexibility in terms of managing the assets used in the
Group’s operations. The majority of extension and termination
options held are exercisable only by the Group and not by the

respective lessor.

31. BEYx 31. INVESTMENT PROPERTIES
2022 2021
1A18 At 1 January 760,256 671,150
#hig Additions 84,652 68,805
BN BTERRENE Reclassification from premises to
investment properties
— BN B IIRENE A TE — Fair value of investment properties
reclassified - 30,943
EHAFEEE Fair value losses on revaluation (62,092) (10,642)
12H31H At 31 December 782,816 760,256
RERIFH 2 BELIFE WEIRT Unrealised gains or losses recognised
EHRZABRKER &Eﬂa in consolidated income statement
relating to those assets held at the
end of the year
—n~{EEE — Fair value losses (62,092) (10,642)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

31. BEWEm@w 31. INVESTMENT PROPERTIES (continued)
REMEZREFERE The net book value of investment properties comprises:
2022 2021
TR Leaseholds
EEERE ZFHEY Held in Hong Kong on medium-term
(FE10E504F 2 &) lease (between 10-50 years) 602,874 574,374
EBBLAINEE 2 R ERE A Held outside Hong Kong on medium-
(fE10=50F 2 f4) term lease (between 10-50 years) 179,942 185,882
782,816 760,256

BEMEBREWBERARRENMELE R
132,117,000 # 7t ( 7 2021 & 12 A 31 H
136,359,000/ 7T ) + It XIGINEEE B EFIMR
RETS TR E R B D Z PR -

SFEREVMEXZAFE

RNEBP2022F K£2021F12 A31H AR EMER
BEEITTEM o T EEBLEESTAE/
FE-ARFEEH(HERSEBEN)BRARAN
REBRFBEBEAZIREMERE - K FE &N
CRFDBRRATARUNRF 2 IREMEREEL
B ESWARBEEENTEUITLRE Z AU
FEITEIRR A BT « AT EREMENE
BEF  HPR-—BEFEREBEALERRME - AR
BRI A= EFH R/ RIEEFTETERNHE B
B - HEBUBROTHREERREME LA
TEGFEBHEERDLLBIRY - R2ZIA -

MEBEAEAMEGEER  HEFEMBRE
ZRE1SFAAFEHE)F 2 ATFEEE B R
EEARTSL2HEENS 2 &a MEENYER

BEMEARBO A ER 2 BIBERMGETE
SAEATE EROBERATR/BEVBRE
HRFE1BFARAFEFTEIT AT ESRNEIR
Al e

Included in the investment properties, the right of disposal of a property
owned by a subsidiary amounting to HK$132,117,000 (31 December
2021: HK$136,359,000) was restricted to satisfy the solvency
requirement imposed on the overseas insurance business by an
overseas regulator.

Fair value measurement of investment properties

The Group’s investment properties were last revalued at 31 December
2022 and 2021 by adopting the direct comparison approach or the
income capitalisation approach. Under direct comparison approach,
valuation is referenced 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 key inputs was the unit sale rate
taking into account of time, location, and individual factors such as
size and levels of buildings. 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.

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.

Investment properties are measured at fair value using valuation
techniques with significant unobservable inputs which are classified as
Level 3 under the fair value hierarchy as defined in HKFRS 13, “Fair
Value Measurement”.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

31. REWHE @ 31. INVESTMENT PROPERTIES (continued)

STEREWMEZ AFE@E Fair value measurement of investment properties (Continued)
LWABREEEHEEEATFEZIREME Under income capitalisation approach, investment properties of which
BAZFHRFRARBEECREERZEY the fair value is determined using the income capitalisation approach,
¥ HEHEAERWAZEEIT - AT EE the assessment is conducted on the basis of capitalisation of net
SHMSHSKERARER  EmiskaEKE incomes with due allowance for outgoings and reversionary income
FERARAR - potential. The fair value measurement is positively correlated to the

market rental and inversely correlated to the market yields.

IWARBEEE(LTENBR 285 Unobservable inputs on income capitalisation approach:

fhER % FTAEEZEE gE

Valuation technique(s) Unobservable input(s) Range

REME BHELEE THE B ER F¥ 5 R1,64778 71 2£169,100/ 7T
(20214 : &F 71,9387 705 193,000/% T )

Investment properties Direct comparison Unit sale rate HK$1,647 to HK$169,100 per square foot
approach (2021: HK$1,938 to HK$193,000 per square foot)

WARBEEELTE THRAER(ERREX) 2.00%%3.10%

(20214 : 2.00%%3.10%)

Income capitalisation Market yields 2.00% to 3.10%

approach (reversionary yield) (2021: 2.00% to 3.10%)

misHEE BEAFR26ETEINET

(20215 : GFFR27BTEI4ETT)

Market rental HK$26 to HK$91 per square foot

(2021: HK$27 to HK$94 per square foot)

32. Hh&EE 32. OTHER ASSETS

2022 2021
DIREE Reinsurance assets 581,175 549,644
FEUFRIE R FESIE B Accounts receivable and prepayments 2,963,357 4,582,031
FERTULA Accrued income 1,500,336 866,468
A Others 271,044 222,365

5,315,912 6,220,508
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

33. TRADING LIABILITIES

2022 2021
HERERRERBEEES Short sales of treasury bills and

treasury bonds 730,491 1,511,927

34. BEFER 34. DEPOSITS FROM CUSTOMERS
2022 2021
V& BT R AR AF 5K Demand deposits and current accounts 32,951,754 48,091,893
REER Savings deposits 37,658,853 41,503,676
TEH - BN AEEITERR Time, call and notice deposits 127,964,302 105,326,144
198,574,909 194,921,713

BEH  BFMREREFERIN
ERFEER

MAREMLEFFER

35. CRITHERE

Other than time, call and notice deposits, all other customer deposits

carry variable interest rates.

35. CERTIFICATES OF DEPOSIT ISSUED

2021 2020
REDRFI RS T AR A R LA TE At amortised cost with fair value hedge
Hh R adjustments (for hedging interest
rate risk) 4,228,983 6,489,717
RH AR AT BR At amortised cost - 100,000
4,228,983 6,589,717

20224 2021 F N - ANEE KRB R IHHERE
EEAMDBTEREAUATFEFEAEE
FFAJEE -

AEBAENSEETHFRENPNIZENOEN
K& BB LA _E P77 2 BR M 8 /= 60,000,000 % 7T
(20214 : 511,000,000/ 7T) °

During 2022 and 2021, 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$60 million

higher (2021: HK$11 million higher) than the above carrying amount.
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36. ®REEK 36. SUBORDINATED NOTES
2022 2021
REHRF R EE T AB SR A RN B At amortised cost with fair value hedge
¥R AR adjustments (for hedging interest rate
risk):
225,000,000 7T 7420294 E| HA MY US$225,000,000 Subordinated Fixed
ELBERBGE(T)) Rate Notes due 2029 (Note (a)) 1,708,812 1,810,359
300,000,000 7T 720314 B Hi Ay US$300,000,000 Subordinated Fixed
ELEBERBGE(Z)) Rate Notes due 2031 (Note (b)) 2,092,683 2,318,087
3,801,495 4,128,446

M20224F 2021 F A - ANEBIRE RV HER R

B

i

(F)

BEEAREEBRAATEFEERE

Ji

5A

it YR ¥R 1T R 201941 15 B % 17 2
225,000,000 T E B BB A X H AR QA
(BAEXZH]) L ERFEEERBENTHA
ERZMEARNIOFHESBEERK(TEH])
(BETEBMRITEERN)RADZIER) - 1hE
B R20291 A15B 2|8 - IREEEER A
202415150 - BETHE HERIEREER -
FRR%  BEFRHE—IK - Hi&  MEKR
FREMEERED  TRNFESETAER
SEHEBBEEES B R M558 F - 5ERISEE
LERELIE - RHRITAIUEEEERBE M
B GEI D ) ER o KITRITIE E— BRI TE]
SR RIS E A SIS EEHE TR SR ANET
RITR RS AERAZEF SR -

I Ty KR TR 2021 F11 A2 B & 17 2
300,000,000 L EEE R H AT £ RFAEE
BIBE N R E A -BERNIOFHE BERE
&R ([EH ) (BETFEBRITE(BARN)RADZ
1E30) ° WEEKER20314611 A2R 28 - 812
MEEE A A2026F11 A28 - BTAEHEE
MEEEA - FRAS%  BEFENE R Hik -
HEBACERELHEERED TN EEE
I RERSFHERBEESERMSET - &
BEEBSERBLIE - RFBITAIUEREE
BEBATA GEBH ) ER - AFRITHAEE—H
BRERATET S M RIS HIS MBS B E R B4
BAETIRTTRIER B AERAZBFI SR

300 AR¥FerEEAERAR 20225F4

During 2022 and 2021, the Group did not designate on initial recognition

any subordinated notes at fair value through profit or loss.

Note:

This represents US$225,000,000 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 15
January 2019 (the “Notes”), which are listed on The Stock Exchange of
Hong Kong Limited (“SEHK”). The Notes will mature on 15 January 2029
with an optional redemption date falling on 15 January 2024. Interest
at 5% 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 255 basis points. DSB may, subject to
receiving the prior approval of the HKMA, redeem the Notes in whole but
not in part, at par. 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$300,000,000 Basel Il compliant 10-year Subordinated
Fixed Rate Notes qualifying as Tier 2 capital of DSB (subject to the
provisions of the Banking (Capital) Rules of Hong Kong) issued on 2
November 2021 (the “Notes”), which are listed on the SEHK. The Notes
will mature on 2 November 2031 with an optional redemption date falling
on 2 November 2026. Interest at 3% 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 195 basis points.
DSB may, subject to receiving the prior approval of the HKMA, redeem
the Notes in whole but not in part, at par. 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.



36. ZEGSK@

REBENSREBRIHHZAVENNSE
B FATAI 2 BR E {E & 292,000,000 7T (2021
F 1 {£35,000,000/87C) °

37. HttiRE RFERE

4= AR

wh |3 /\ﬁ%i&%ﬁ{j%
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

36. SUBORDINATED NOTES (Continued)

The amount that the Group would be contractually required to pay at

maturity to the holders of these subordinated notes is HK$292 million

higher (2021: HK$35 million lower) than the above carrying amount.

37. OTHER ACCOUNTS AND ACCRUALS

2022 2021

HEBE(HE30(2)) Lease liabilities (Note 30(b)) 539,020 620,335
Rgat s HmBEGER)) Other liabilities under insurance

contracts (Note (a)) 1,538,519 1,320,037

At Others 7,811,398 6,228,990

9,888,937 8,169,362
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

37. HtRE RFER@®

(F) REREN2HMEEI AT :

37. OTHER ACCOUNTS AND ACCRUALS (continued)

(@) Other liabilities under insurance contracts are
analysed below:

2022
SRIDE
4%  Reinsurers’ k)

Gross Share Net
—RRE General Insurance
RAREZRE S Unearned premium reserve 613,082 (184,543) 428,539
BEEWMIEE Notified claims 722,741 (348,692) 374,049
FRMNEREWMZRE Claims incurred but not reported 202,696 (56,449) 146,247
ENEN N A Unexpired risk reserve - 8,509 8,509
A5t Total 1,538,519 (581,175) 957,344
KRR ZRERKE Unearned premium reserve
1A1H At 1 January 449,363 (170,081) 279,282
REBWA Premiums written 1,003,329 (382,466) 620,863
BRI RE Premiums earned (839,610) 368,004 (471,606)
12H31H At 31 December 613,082 (184,543) 428,539
EEHRREANERERZEE Notified and incurred but not reported claims,

RRERERZHE and unexpired risk reserve
BEEHCRE Notified claims 620,938 (288,886) 332,052
BRMEREMzRE Claims incurred but not reported 249,736 (93,893) 155,843
RIEWER 2 B Unexpired risk reserve - 3,216 3,216
1A1H At 1 January 870,674 (379,563) 491,111
EEZNEIE Claims paid (294,440) 92,583 (201,857)
EESNESE Claims incurred 349,203 (109,652) 239,551
12A31H At 31 December 925,437 (396,632) 528,805
BEEHCRE Notified claims 722,741 (348,692) 374,049
BERMNAREWMIRE Claims incurred but not reported 202,696 (56,449) 146,247
ENEN e A Unexpired risk reserve - 8,509 8,509
925,437 (396,632) 528,805

BEBEAR AR 2022F £ 1]




37. HttERERFER®@®

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

37. OTHER ACCOUNTS AND ACCRUALS (continued)

() REBEHZHMEEITOT : (a) Other liabilities under insurance contracts are
analysed below: (Continued)
2021
DIRHEE
B Reinsurers’ R
Gross Share Net
—R AR General Insurance
R ATEREL 2 (RE (5 Unearned premium reserve 449,363 (170,081) 279,282
BEE2HvEE Notified claims 620,938 (288,886) 332,052
FRNEREMZEE Claims incurred but not reported 249,736 (93,893) 155,843
RIERER < FE Unexpired risk reserve - 3,216 3,216
=1 Total 1,320,037 (549,644) 770,393
KA RERE Unearned premium reserve
1A1H At 1 January 412,154 (152,671) 259,483
REWA Premiums written 891,345 (385,442) 505,903
BRI RE Premiums earned (854,136) 368,032 (486,104)
12H31H At 31 December 449,363 (170,081) 279,282
EERAEANBRERZRE - Notified and incurred but not reported claims, and
RAERER 2 FE unexpired risk reserve
BE2HvRE Notified claims 750,307 (412,847) 337,460
FRNEREMZEE Claims incurred but not reported 228,939 (67,314) 161,625
RERMERZ #E Unexpired risk reserve 2,410 (220) 2,190
1A1H At 1 January 981,656 (480,381) 501,275
EEZNEIE Claims paid (414,408) 138,163 (276,245)
EESNESE Claims incurred 303,426 (37,345) 266,081
12A31H At 31 December 870,674 (879,563) 491,111
R Notified claims 620,938 (288,886) 332,052
BERMNEREWMRE Claims incurred but not reported 249,736 (93,893) 155,843
ENEN e A Unexpired risk reserve - 3,216 3,216
870,674 (879,563) 491,111
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38. IEEBIE
BELEHREENRBBENYERIEREBRIENITE

HI[E] — ISR R R 5 PIETT - BIH 2 @
T~

38. DEFERRED INCOME TAX

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:

2022 2021
FRIER IR E B Deferred income tax assets 266,415 70,852
RERIBEBE Deferred income tax liabilities (59,552) (92,550)

EEVBREERABEREBERERZHRER R
Bz Tt BB DTN T

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:

2022 2021
RAEFIIR B EE - Deferred income tax assets:
— A 12E A& e 2 BEF B & = — Deferred income tax assets
to be recovered after more than
12 months 364,712 275,454
FERIEEE - Deferred income tax liabilities:
—EE12EARERZELERIBEAE — Deferred income tax liabilities
to be settled after more than
12 months (157,849) (297,152)
206,863 (21,698)

EIERURMR B @B EHMT

The gross movement on the deferred income tax account is as follows:

2021 2020

1A1H At 1 January (21,698) 22,945
REREUESIRARIER R () (3E17) Tax credited/(charged) to the

consolidated income statement

(Note 17) 25,759 (2,788)
AEAM 2 E R AT BRI () Tax credited/(charged) to other

comprehensive income 208,639 (46,728)
BE 3, 7 5 N EL A e B Exchange difference and other

adjustments (5,837) 4,873
12H31H At 31 December 206,863 (21,698)

R BEREGRAF 2022F F 3,
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38. EEHE@®

EEHBEERBBERAFEZEE  TRER
MRBUEEERE THIEEsmmT

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

38. DEFERRED INCOME TAX (Continued)

The movement in deferred income tax assets and liabilities during the
year, without taking into consideration the offsetting of balances within
the same tax jurisdiction, is as follows:

BELEBIEEE : Deferred income tax assets:
HE EEXH
EEREE REfM
Impairment REER Deferred
allowances and BEER Investment expenses &%t
provisions Tax losses revaluation and others Total
20211718 At 1 January 2021 204,959 11,255 - 51,017 267,231
NN G |1 Credited/(charged) to the
(%H) consolidated income statement 12,378 (7,712) - (1,598) 3,068
PAEL At 2 T i 1 4 Credited to other comprehensive
income - - 282 - 282
ERER Exchange difference 1,255 - - 3,618 4,873
2021512431 ] At 31 December 2021 and
2022%1F1H 1 January 2022 218,592 3,543 282 53,037 275,454
ENHBEREHERE Reclassified from deferred income
tax liabilities - - (35,747) - (35,747)
PR RERARE Credited/(charged) to the
(£iH) consolidated income statement 10,810 (3,543) - (8,343) (1,076)
PR A 2 T U 1 4 Credited to other comprehensive
income - - 131,912 - 131,912
EiEE Exchange difference (4,000) - (27) (1,804) (5,831)
2022%12A31H At 31 December 2022 225,402 - 96,420 42,890 364,712
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

38. EAEBIIE @) 38. DEFERRED INCOME TAX (Continued)
BEEBIEEE : Deferred income tax liabilities:
NERBHE  REVEXER
Accelerated Investment REEM
B tax properties Investment &t
Provisions depreciation revaluation revaluation Total
20211 A1H At 1 January 2021 7,727 104,516 22,922 109,121 244,286
A RERAZ S,/ Charged/(credited) to the
(E#) consolidated income statement 3,726 2,361 (231) - 5,856
REMZEREAZ Charged to other comprehensive
income - - - 47,010 47,010
20215124318 ] At 31 December 2021 and
2022%151H 1 January 2022 11,453 106,877 22,691 156,131 297,152
ENSBEREHEE Reclassified to deferred income
tax assets = = = (35,747) (35,747)
PMEAUERA(EE),/  (Credited)/charged to the
Tt consolidated income statement (11,453) (16,887) (604) 2,109 (26,835)
P A 2 T U 1 Credited to other comprehensive
income - - - (76,727) (76,727)
ERER Exchange difference - - - 6 6
2022%12A31H At 31 December 2022 - 89,990 22,087 45,772 157,849
THFEANREMEEBEARE (L) 2 & The deferred income tax credited/(charged) to other comprehensive
FEFLIE : income during the year is as follows:
2022 2021
RIS 2 A FERFE Fair value reserves in shareholders’
equity:
— AT EREBEEH AR MR EIKED — financial assets at fair value through
CHEE other comprehensive income 208,639 (46,728)

306 AFEREEERAT 20225 F5K



fre MR T

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

39. RAEBREAE
() EREE

R12A31BERE RIDARIREEHEBEE ME
ABEEEZEARRENT

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

39. CONTINGENT LIABILITIES AND COMMITMENTS
(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:

2022 2021

EROBEREREBZHAX

(2) FEESE

REBEERBBERIIMEERETEPZEMIA
BRTBEREEERRINEEENT

Expenditure contracted but not

provided for 71,857 102,589

(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:

EHLE

Contract amount
2022 2021
HEEERE R Direct credit substitutes 2,135,043 1,383,242
HX 51/ 2 AR B Transaction-related contingencies 495,616 496,192
HIEE 9 MR 2 SR IR B Trade-related contingencies 247,910 703,597

AT EUBM N ATR B 2 e Commitments that are unconditionally

cancellable without prior notice 66,596,620 69,241,096
H A EE Other commitments 4,814,077 4,304,623
REIEEHTER Forward forward deposits placed 317,824 -
74,607,090 76,128,750

EERBMERE

Credit risk weighted amount

2022 2021
A BB SAE Contingent liabilities and commitments 2,657,818 2,454,143

ERABRINESBEDREGRITE(BER) R

P
AT °

The credit risk weighted amount is calculated in accordance with the
Banking (Capital) Rules.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

39. RAREBBRAE®

(R) EFERZEE

39. CONTINGENT LIABILITIES AND COMMITMENTS

(Continued)

(c) Assets pledged

2022 2021
BB IS EEERREENR Trading assets and financial
TRREFERERR investments pledged to
secure liabilities 3,185,206 2,593,024
—Erh RO E R — of which: under repurchase
agreements 2,453,089 1,518,732
ERryaBeE Amount of liabilities secured 2,678,069 2,585,362
—Hep 2O RE — of which: under repurchase
agreements 1,946,069 1,510,862

ERIRIERRANEEMB L ERERERE
RZEBE - ZEXHHIREFREBEENEARS
(BIEE B MR E EUREA R LB F f4
B R AR ) IRFETT

(T) HERERE

WAEEZ ARRHEA - RTATEUEY LS
THEMRA KR 2 RERENRAEELT

The table above shows assets where a charge has been granted to
secure liabilities on a legal and contractual basis. These transactions
are conducted under terms that are usual and customary to
collateralised transactions including repurchase agreements, and
include assets pledged to cover short positions and to facilitate
settlement processes with clearing houses.

(d) Operating lease commitments

Where a Group company is the lessor, the future minimum lease
payments receivable under non-cancellable building operating leases
are as follows:

2022 2021

1 AR Within 1 year 13,375 15,470
1225 Between 1 and 2 years 7,286 7,415
2E3F Between 2 and 3 years 4,700 2,720
3Z4F Between 3 and 4 years - 1,101
25,361 26,706

o - REBERAMEA - 2120224 k20214
12A31BEIATHARBKBZHEE - IZZSHE
i & 2 1 2 &[R4 FE 5 51 7% 16,596,00078 7T
(20214 : 28,982,000/87T) °

R BEREGRAF 2022F F 3,

In addition, the Group has, as a lessee, entered into a number of leases
as at 31 December 2022 and 2021 that have not yet commenced.
The aggregate lease payments payable under these leases amount to
HK$16,596,000 (2021: HK$28,982,000).
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

40. BRA 40. SHARE CAPITAL
2022 2021
BRE [ IR [N
ZER Ordinary shares, Number Share Number Share
ERITRARZREK issued and fully paid: of shares capital of shares capital

1A1HK&12A31H

At 1 January and 31 December

319,575,100 4,248,559 319,575,100 4,248,559
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

M. f#E 41. RESERVES
TEEfR REEf NRBAER REEF
il i FMzRE (&)
Premises Investment ErifE Bt —fRiafs  Share-based Retained
Revaluation ~ Revaluation Exchange Capital General Compensation Earnings At
Reserve Reserve Reserve Reserve Reserve Reserve (Note) Total
2022%151A At 1 January 2022 608,287 1,429,486 167,264 6,318 484,289 3,507 23,244,672 25,943,823
PEHERE  EFAB Reclassification of net change in fair
ATEHSAELHHTA value of equity instruments at fair
E2EMENESETAE  value through other comprehensive
LATEEYFE income upon derecognition - (392,898) - - - - 392,808 -
IATEFEEESSEA  Netchange in fair value of debt
E2ENENERTEZ  instruments at fair value through
NTEEHTE other comprehensive income - (620,672) - - - - - (620672)
EIRRES S ZRENEE  Share of other comprehensive income
RElZ MR ENE of an associate accounted for using
the equity method - (168,104) - - - - - (1e8;104)
IATEFFEEESSEA  Netchange in fair value of equity
El2EREMERETAZ  instruments at fair value through
LTEZHTE other comprehensive income - (374,203) - - - - - (374,203)
REEEREZYZELHE  Deferred income tax on movements in
investment revaluation reserve - 176,858 - - - - - 176,858
IAFEFEEESEEA  Netchange in allowance for expected
El2ENENERTEZ  oreditlosses of debt instruments
BECEEREEZHIE  atfairvalue through other
comprehensive income - 5,271 - - - - - 5,211
RERERMERETE Reserves arising from distribution
HELGE payment of additional equity
instruments - - - - - - 10,674 10,674
BEBMUES AR Exchange differences arising on
BHER tranlation of the financial statements
of foreign entities - - (534,855) - - - - (534,855)
DRESALAEGEAER  Provision for equity-settled share-based
S8 BERERR compensation and other adjustment - - - - - 399 - 399
FRER Profit for the year - - - - - - 1,171,373 1,171,373
01 FRERS 2021 final dividend - - - - - - (233,290) (233,290)
2022F R ERS 2022 interim dividend - - - - - - (105,460) (105,460)
20226128318 At 31 December 2022 608,287 55,738 (367,591) 6,318 484,289 3,906 24,480,867 25,271,814

R BEREGRAF 2022F F 3,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

41. HE®

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

41. RESERVES (Continued)

BZ12A3MBLEE
Year ended 31 December

2022 2021
BIERRE BN A2 BR KRS Proposed final dividend/final dividend
EIRARHIIE (H5E18) paid included in retained earnings
(Note 18) 258,856 233,290
G Note:

AFRITREBEMBITANEERETRERHREE
B MELRFMT AP RACRERE - BIHZEER
1 (AR FORPIREERT R RIT (B DA EE
BIRITEGIIRAFEEERBNZ AMEERE - &
EERBRRAURETRR REHRHSE - BERB2E
PRAREBSE REITHNA  WEHENERERAE -

1202212 A31H - KFIRTTE H57F 438,466,000/5 7T
(20214 : 432,194,000 70) £ BIEREERELE
HEARA —REHE  SERTESSREBANTEE

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, which also covers BCM and
DSB China, 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 2022, DSB has earmarked a regulatory reserve of
HK$438,466,000 (2021: HK$432,194,000) first against its consolidated general
reserve; and for any excess amount, the balance is earmarked against its
consolidated retained earnings.
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312

41. HE® 41. RESERVES (continued)
RS REBMH DARfA AER REEF
E1 f B2 (&)
Premises Investment 38 BXGR —fEE  Share-based Retained
Revaluation  Revaluation Exchange Capital General  Compensation Eamnings B
Reserve Reserve Reserve Reserve Reserve Reserve (Note) Total
20215141H At 1 January 2021 606,238 977,875 13,191 6,318 484,289 3,150 22,046,450 24,137 511
ATEFBNEACHES  Fairvalue loss realised and
IATEHEELZEHHA  transfered to consolidated income
EZENENERTIAR  statement upon disposal of debt
2N E Y instruments at fair valug through
other comprehensive income upon
derecognition - (3,713) - - - - - (3,713)
RRIERETE - EHA%BM Reclassiication of net change in fair
AFEHEARSEHA value of equity instruments at fair
El2EfENERETA  value through other comprehensive
38 income upon derecognition - (198,801) - - - - 198,801 -
Net change in fair value of debt
At2ERENEEIAZ  instruments atfair value through
LTEEZHTE other comprehensive income - 51,251 - - - - - 51,251
EIRRESSHZRENEE  Share of other comprehensive income
RElz A2 ENRE of an associate accounted for using
the equity method - 32,753 - - - - - 32,753
DATEFEEEEEFA  Netchangein fair value of equity
El2ERaNEEETAZ  instruments at fair value through
ATEEGFE other comprehensive income - 606,539 - - - - - 606,539
FASEREZYZETHA  Deferred income tax on movements in
investment revaluation reserve - (41,872) - - - - - (41,872)
IATFEFEEEEEA  Netchange in allowance for expected
H2EREMEBTAZ  oreditlosses of debt instruments
BHCEEREEZIE  atfairvalue through other
comprehensive income - 5,454 - - - - - 5,454
RERERMERNTA Reserves arising from distribution
FE payment of additional equity
instruments - - - - - - 10,591 10,591
REBIERENBRED Exchange differences arising on
EHEZ translation of the financial statements
of foreign entities - - 154,073 - - - - 154,073
DA FARR(EAERE  Provision for equity-settled share-based
S8 BEREMAR compensation and other adjustment - - - - - 357 - 357
REEFHEAERRENE  Reserve arising from reclassification of
LGB premises to investment properties 2,049 - - - - - - 2,049
FERT Profit for the year - - - - - - 1,308,404 1,308,404
ARG 2020 final dividend - - - - - - R4l @)
0215 8RS 2021 interim dividend - - - - - - (105,460) (105,460)
2021127318 At 31 December 2021 608,287 1,429,486 167,264 6,318 484,289 3,507 23,244,672 25,943,823

A& pMEBEEGRAR 2022F Fi)
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42, ZREBERELERHE

() ilrE TREREEEEZWHERER
Al BB EEEEHRA(FTA)
REFHEERR

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

42. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS

(a) Reconciliation of operating profit before gains and
losses on certain investments and fixed assets to net
cash from/(used in) operating activities

2022 2021

IEETRERETEEE 2 W kR Z
BELF

RSN

P B M as

EERERBR

nE

TBUBR [ 1% 2 B SR 5 B0

VARSCHE SZ {5 AR 0 VE AR ELRE RN 2 184

EWHE
ENHE
EHAR

LEAENRBEYH 2B G
LEEENRAECEE:
— R RERTNER LRI R EEIMEAZ
AN AR
— REH B EBMEA 2 ERITHER
— RHIEEERENES

- TEEMIA
— URAFEFERRZEA AESNEREE

- ES5FR
- RPERRBR
- Eﬁﬂfﬂ&l%ﬁﬁ
— ARV EFEEEE ST AEMEEKENE
raﬂéf?‘
— LB AT R Rl B B
— RITER
- BEEEAEMNAE
- %:}57(_11'/\
7% ﬁfﬂ.ﬁ‘
— HAbEMERE kIR
P 5 R

E‘ﬂ%é/ﬁéﬁ/ﬁ)\/ Pﬁﬁﬁ E)ﬁﬁji

XNEBETHEREZIMNE

EEEENER
BRI

REFBRA (IR RELFRE

Operating profit before gains and losses
on certain investments and fixed assets 3,025,410 2,098,450

Net interest income (4,431,408)  (3,954,225)
Dividend income (143,550) (165,523)
Credit impairment losses 804,112 372,305
Depreciation 390,863 405,808
Advances written off net of recoveries (511,989) (276,162)
Provision for equity-settled share-based

compensation 239 480
Interest received 6,371,669 5,846,682
Interest paid (1,590,327) (1,049,375)
Dividend received 143,550 165,523

Operating profit before changes in
operating assets and liabilities 4,058,569 3,443,963

Changes in operating assets and liabilities:
— cash and balances with banks and
money at call and short notice with
an original maturity beyond three

months 324,514 (1,107,942)
— placements with banks with an original

maturity beyond three months (3,424,492) 1,771,401
— trading securities 1,648,281 2,475,892
— derivative financial instruments (3,693,112) (1,259,953)
— financial assets at fair value through

profit or loss (12,802) (51,913)
— trade bills 586,862 (462,726)
—loans and advances to customers 7,783,104 (6,735,955)
— other accounts receivable 1,538,411 1,591,172
— financial assets at fair value through

other comprehensive income 1,751,308 (435,853)
— financial assets at amortised cost (8,485,128)  (2,232,607)
— deposits from banks 2,409,296 (1,797,245)
— trading liabilities (781,436) (58,748)
— deposits from customers 3,653,196 5,020,368
— certificates of deposit issued (2,336,292)  (1,555,672)
— other accounts payable and accruals 739,496 (438,854)

Exchange adjustments 267,309 (37,699)

Cash generated from/(absorbed by)

operating activities 6,027,084 (1,872,371)
Interest paid on certificates of deposit

issued (65,885) (85,161)
Hong Kong profits tax paid (255,486) (525,056)
Overseas tax paid (22,550) (21,865)

Net cash from/(used in) operating
activities 5,638,163 (2,504,453)

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2022

313



iR A M ERR M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

42. GERERBEERME@®

(2) EREREBFERR  RERZEARE
HERERBEAGEIBEARUATE
Mz TN olser  REBEESCEERR
REATERERERERSBEZLE

42,

(b)

NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (continued)

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

e known amount of cash and which are subject to an
insignificant risk of changes in value.
2022 2021
Be RAERITHAEER Cash and balances with banks 2,818,811 2,845,498
JREIER A TES {6 A 3 A T 2 B A0 K A BiF K Money at call and short notice with an
original maturity within three months 14,006,476 7,756,739
[REVHA B 1E3 {E A sk AT 2 FERI TR IF 3K Placements with banks with an original
maturity within three months 3,615,474 1,503,528
BEERFEERRES  EEEE Treasury bills included in trading
securities 89,278 2,304,220
BETEAATEFE BREZH AL MEERE Treasury bills included in financial
HeREEBEERE assets at fair value through other
comprehensive income 897,617 2,439,243
21,427,656 16,849,228

RESE E KA PR RAERTTH) 45 84378,787,000/8 7T
(20214 : 382,987,000/%5 7T ) & FA{EIL IR (R B 2
TR B mAF BN 5 =77 R17 84 £290,000,0007%
70 (20214 : 60,000,000/ ) E#[RE RER

Included in cash and balances with banks, HK$378,787,000 (2021:
HK$382,987,000) and HK$90,000,000 (2021: HK$60,000,000) were
balances with central banks for prudential purposes and with third party

bank for pledging for insurance business respectively and have been

REWE IRETHGRMEESHEEDS RERTH
RERRIRIAT -

314 R¥EemEBBRAIF 2022F FH

excluded from cash and cash equivalents.
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42, ZEBRERELERMT@

() REMEZB 2ABEZHERR

Ti‘%pﬁﬂﬂiﬁlﬁéﬂé/éinEﬁﬁ B
RelRez88  REMELH I AE B
EﬁiﬁﬂiiﬁXﬁ/i\}iﬁHﬂ EAKEGERE
MERERADBRABETDRSRZAE -

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

42. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (Continued)

(c) Reconciliation of liabilities arising from financing
activities

The table below details changes in the Group’s liabilities from financing
activities, including both cash and non-cash changes. Liabilities arising
from financing activities are liabilities for which cash flows were, or
future cash flows will be, classified in the consolidated statement of
cash flows as cash flows from financing activities.

FEREEE
ZEEAH
Total
HEAE ®EEYR EMFE  liabilities from
Lease  Subordinated Interest financing
liabilities notes payable activities
#202141 A18 At 1 January 2021 691,453 3,828,458 47,304 4,567,215
REBET 2 Changes from financing cash flows:
IRBETEREEER Interest paid on subordinated notes and debt
BERES 2 HE securities issued - - (170,924) (170,924)
BITREBEXK Issue of subordinated notes - 2,320,246 - 2,320,246
EBEEERES Repayment of subordinated notes - (1,949,775) - (1,949,775)
EBEEESRE Repayment of lease liabilities (200,242) - - (200,242)
BERS R Z8heg Total changes from financing cash flows (200,242) 370,471 (170,924) (695)
Hih Other changes:
BRTRERER Interest accrued on subordinated notes and
BSES  EEFIB debt securities issued - - 175,565 175,565
EEERE Additions to lease liabilities 119,331 - - 119,331
HEaBEsFIBX Interest expense on lease liabilities 9,744 - - 9,744
ERER Exchange difference 49 14,610 - 14,659
APEH AR Fair value hedge adjustment - (85,093) - (85,093)
HfnZ Has Total other changes 129,124 (70,483) 175,565 234,206
12021124318 &2022F1A1H At 31 December 2021 and 1 January 2022 620,335 4,128,446 51,945 4,800,726
BEREMEE Changes from financing cash flows:
THEBRTRERBR Interest paid on subordinated notes and
BBERZHIE debt securities issued - - (164,342) (164,342)
BEHEAR Repayment of lease liabilities (157,973) - - (157,973)
RERSRZ2BAE Total changes from financing cash flows (157,973) - (164,342) (322,315)
Hih Other changes:
BETREGERK Interest accrued on subordinated notes
BlER EHE and debt securities issued - - 164,346 164,346
TENRERRE Additions to lease liabilities 73,626 - - 73,626
HEaFEZFIBTH Interest expense on lease liabilities 8,344 - = 8,344
ERER Exchange difference (5,312) 315 - (4,997
ATHEE R Fair value hedge adjustment - (327,266) - (327,266)
EfteaeE Total other changes 76,658 (326,951) 164,346 (85,947)
R2022%12831H At 31 December 2022 539,020 3,801,495 51,949 4,392,464
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

43. B TFES

BIFES D RIEN (F622GE ) F178 (BBEESE
FZER)  BEERTESZEHZ20224F 2021
F12ANBIUEFEZBRFE T 25-

43. LOANS TO DIRECTORS

Particulars of loans to directors disclosed pursuant to section 17
of the Hong Kong Companies Ordinance (Cap. 622G) (Disclosure
of Information about Benefits of Directors) for the year ended 31
December 2022 and 2021 are shown as below.

2022 2021
M2A31B 2 B S REEBAE Aggregate amount of relevant
transactions outstanding at
31 December
—BEREBR — Loans and advances 149 79
FRAUAR G Z &= BEER Maximum aggregate amount of relevant
transactions during the year
— BRI — Loans and advances 280 134

20224 20214 Ll 2 Fi B BRI 5 B — Rkt
BAREE]  WEAANRARIE °

4. EHEATZRS

BREALRZFALARNERXERZEHS
7 B HEERPBREERK T ET
EERTES - WEEMBTRALZE HKRZES
IHAEAFER  REALTRESBHEEA
+ o

202245 [220214F - AEERIETHEBH BEE
BEATEITIRITEBRR S o AREVEBIENIT
EEERMAEE ZREMBRER - BEHZE
WA (RS RBRSEEREE s X PEIT
EH RS EFREBERMEBERERAEREZHA
- REEMBFEEFREIRHDBEREE 2
EEEE - BEHE - —BEEERARED - &
AFEEERFAEARNRREEEFSET -

316 A¥FerEEAERAT 20225 F4

The above relevant transactions in 2022 and 2021 were all transacted
by a subsidiary and nil by the Company.

44. RELATED-PARTY TRANSACTIONS

Related parties are those parties, which have the ability, directly or
indirectly, to control the other party or exercise significant influence over
the other party in making financial and operating decisions. Parties are
also considered to be related if they are subject to common control or
common significant influence.

During 2022 and 2021, a number of banking continuing 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
consolidated 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.
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44. EBREALTZRZ®)
WHAEBFBALZEARZFHBOT :

(F) BB RRANR S

AR RAEB2ENBEREZENBRRNER
B EHBRARATBITEBEKE AR (FE
[RFRITERDEICHERERIS (EERSE
BRZFES EMAR EmRAIIE14A31E)
WRIREEATNZBARTH - ZERXH2AE
RiBE KT A IRIE LT R A5 14A.53E X 14A.54
B EARAEBEZFELR - ARRBETE
TRAEI4AZEERT -

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

44. RELATED-PARTY TRANSACTIONS (continued)

Details of the significant related party transactions are as follows:

(a) Transactions with subsidiaries

The Company and its wholly-owned/substantially-owned subsidiaries
within the Group received and incurred the following income and
expense from the continuing connected transactions (within the
definition of Rule 14A.31 of the Rules Governing the Listing of Securities
on the SEHK (the “Listing Rules”)) entered into with the non-wholly-
owned subsidiaries which are members of the Dah Sing Banking Group
(collectively the “DSBG Group”) 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. The Company has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.

BE/ 8%

BRED

HAIE14AE

BRER Excluded/
RAIZE14AE exempted

Subject to from
Chapter Chapter
14A of the 14A of the
Listing Listing
2022 2022 Rules Rules
YR 8 (FE()) Interest received (Note (i) N/A 5,140
BETFEE (GH() Bank charges paid (Note (i) N/A (1,318)
BREe EEAEERE R AL (G(i) Rentals and related building management fee
and charges paid (Note (ii)) N/A (3,060)
Bl RIEEAEERE K5 (5(ii) Rentals and related building management fee
and charges received (Note (jii)) N/A 3,463
BENERE(F(v)) Management fees paid (Note (iv)) (13,228) N/A
BERRBAS RENE (FE(v) Insurance commission and referral fees paid
(Note (v)) (24,587) N/A
BURER R B (FE(vi)) Insurance premiums received (Note (vi)) 9,162 N/A
BE/ %
BR LT
HRAF14AE
Bt Em Excluded/
HRAE14AZ exempted
Subject to from
Chapter Chapter
14A of the 14A of the
Listing Listing
20214 2021 Rules Rules
EUAE (G () Interest received (Note (7)) N/A 3,628
BETFER(GH))) Bank charges paid (Note (i) N/A (1,574)
B RIEEAEEEE RFAZ (5i) Rentals and related building management fee
and charges paid (Note (ii)) N/A (4,357)
B REBAEERE LY (i) Rentals and related building management fee
and charges received (Note (iii) N/A 3,423
BENAEEE(F(v) Management fees paid (Note (iv)) (13,046) N/A
ERBES RENE(F(v)) Insurance commission and referral fees paid
(Note (v)) (25,437) N/A
BURERRE (FE(vi)) Insurance premiums received (Note (vi)) 8,189 N/A
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44,
C))

Note:

RELATED-PARTY TRANSACTIONS (continued)

Transactions with subsidiaries (Continued)

Banking arrangements provided by the DSBG Group for companies within
the DSFH Group

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.

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
exempted from complying with the reporting, disclosure and independent
shareholders’ approval requirements pursuant to Rule 14A.90 of the
Listing Rules. Other banking services are fall to be de minimis transaction
under Rule 14A.76 and is exempted from the reporting and announcement
requirement under Chapter 14A of the Listing Rules.
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44. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with subsidiaries (Continued)

Note: (Continued)

(ii)

(iii)

Lease of properties between DSI (1976) and MIC and DSB and BCM

DSB and BCM have leased certain of their owned properties to members
of the DSFH Group, namely, Dah Sing Insurance Company (1976) Limited
(“DSI (1976)”) and Macau Insurance Company Limited (“MIC”) as their
office premises. DSB and BCM received from DSI (1976) 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 lease is fall to be de minimis transaction under Rule 14A.76 and
is exempted from the reporting and announcement requirement under
Chapter 14A of the Listing Rules.

Lease of property by DSB from HS

A lease back agreement has been entered into by DSB with High
Standard Investment Limited (“HS”). Pursuant to which, DSB paid to HS
the lease rentals, and air-conditioning charges, building management
charges and other utilities charges based on the actual amount of costs
incurred.

With the implementation of HKFRS16, when the Group enter into a lease
transaction as a lessee with its fellow subsidiaries and recognise the right-
of-use asset, the lease transaction is regarded as an one-off connected
transaction (i.e. an acquisition of capital assets) under the definition of
transaction set out in Rule 14.04(1)(a). The lease is fall to be de minimis
transaction under Rule 14A.76 and is exempted from the reporting and
announcement requirement under Chapter 14A of the Listing Rules.
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44. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with subsidiaries (Continued)

Note: (Continued)

(iv)

Computer and Administrative Services Agreement with DSB and BCM

On 31 December 2019, 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 2020 and ended on 31 December
2022.

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 (collectively,
the “Services”):

. 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

. secondment of, and provision of services by, staff to the DSFH
Group.

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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44. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with subsidiaries (Continued)

Note: (Continued)

V)

Distribution and Agency Agreements and other business referral services

(@)

Distribution and Agency Agreements with DSB and BCM

DSI (1976) entered into new distribution agreement and underlying
agency agreement with DSB for the marketing and distribution of
general insurance products through the branch network of DSB
for a fixed term of three years with effect from 1 January 2020 and
ending on 31 December 2022;

Dah Sing Insurance Agency Limited (“DSIA”) entered into new
distribution agreement and underlying agency agreements with
DSB for the marketing and distribution of general insurance
products through the branch network of DSB for a fixed term of
three years with effect from 1 January 2020 and ending on 31
December 2022; and

MIC entered into new distribution agreement and underlying agency
agreement with BCM for the marketing and distribution of general
insurance products through BCM’s branch network for a fixed term
of three years with effect from 1 January 2020 and ending on 31
December 2022.

Pursuant to the Distribution Agreement entered into by DSI (1976)
with DSB (the “DSI (1976) Distribution Agreement”), DSB will
market and distribute such general insurance products as agreed
between the parties from time to time for the DSFH Group through
its branch and other distribution networks.

Pursuant to the DSI (1976) Distribution Agreement, DSB entered
into an agency agreement with DSI (1976) (the “DSI (1976) Agency
Agreement”) in respect of the sale of certain general insurance
products in return for commission payments, as agreed between
the parties from time to time. Under the terms of the DSI (1976)
Agency Agreement, the commission payable by DSI (1976) to DSB
shall, initially, be between 20% and 55% (depending on the product
type) of each year’s premium received in respect of a new or
renewal policy, but which may vary between the parties from time
to time.

Pursuant to the Distribution Agreement entered into by DSIA
with DSB (the “DSIA Distribution Agreement”), DSB markets and
distributes such general insurance products as agreed between the
parties from time to time through its branch and other distribution
networks.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2022

321



iR A M ERR M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

44. EBREALTZRZ @)
() HBARNR S (@)

i ()

v) DHEEREBBELREOXEBENRSE(E)

() BRHRTT RORPIBRIRITHEIT Z D8
RIE % ()

RIBRFRBAIED S - AFRITE
RIRBRRIECHHEE TRBERAT L
REWZ((AFRERAERERZ]) - 8
ERRT #8877 N 1556 2 B & 5RIR  ARIRFN
RIAHT R RIERIBIHE 2 65 - KR
RRERAIRITENS ZAER/RTRE
RIS 2 50%5 7] K E 75 T E
2 -

RBORFIRR EDRPIR R IRITRI L 088
sz (DRPIRER D $H W5 1) - RPIFI SR
TREEBEDTTREMD HEE - BLET
HYBETT N 2 15 T A B P IR B HE B B ) 88
—RIRREM °

RIBRPURR S S - JRPIRRERITHE
SBPVRBE RHE —RRRE @] LR
i (CRPMRBAIE ) - RERETLE
FARIHBEZ AEFKIE - BERPURBRA
BBHZGR  RPURB T —RIRBER
MIRPIFERITEMN Z AR AFTRE
FBERREZSFRIRENN F10%E
50% 2 @ (ZAR FERERME) - BF A
HEEYRN

FLAFTRER(1976) « AFTRER A IE KR P
Kok (EB >#EBEDmE - X
MIRB(1976) R AFTRIBRIZAESHRAK
FNIRAT - MRPHRBZBMRIRPIEERITE
Rz BEmy  RERRTBEHE
ERBZIEBELE  HERE  WHHE
BERREABTOHEBRZEMRARR
FixZ o

322 ARHEBEBMBRAIE 2022FFH

44. RELATED-PARTY TRANSACTIONS (continued)

(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 DSIA Distribution Agreements, DSB entered into
an agency agreement with DSIA (the “DSIA Agency Agreements”)
in respect of the sale of certain insurance products in return for
commission payments, as agreed between the parties from time
to time. Under the terms of the New DSIA Agency Agreement,
the commission payable by DSIA to DSB shall be 50% of the
commission earned by DSIA or at such rate as agreed by both
parties from time to time.

Pursuant to the Distribution Agreement entered into by MIC with
BCM (the “MIC Distribution Agreement”), BCM markets and
distributes such general insurance products of MIC as are agreed
between the parties from time to time through its branch and other
distribution network.

Pursuant to the MIC Distribution Agreement, BCM 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, initially, be between 10% and 50% (depending on
the product type) of each year’s premium received in respect of
new or renewal policies, but which may vary between the parties
from time to time.

In respect of each of the DSI (1976), DSIA and MIC Distribution
Agreements (collectively the “Distribution Agreements”), DSI
(1976) and DSIA shall each reimburse or pay on behalf of DSB and
MIC shall 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.
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44. RELATED-PARTY TRANSACTIONS (continued)

(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)

Each of the Distribution Agreements is on a mutually non-exclusive basis
and will be for a three-year fixed term with effect from 1 January 2020
and ending on 31 December 2022. Each of the DSI (1976), DSIA 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 2020 and ending on 31 December 2022, 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.
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44. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with subsidiaries (Continued)

Note: (Continued)

(v) Distribution and Agency Agreements and other business referral services
(Continued)

(b)

Business referral services

On 31 December 2019, DSBG entered into a new cooperation
agreement with the Company (the “New Business Referral
Services Agreement”), for a fixed term of three years with effect
from 1 January 2020 and ending on 31 December 2022. Pursuant
to the New Business Referral Services Agreement, DSBG shall
provide and shall procure members of the Group to, either directly
or via their sole agents (if any), provide members of the DSFH
Group with business referral and insurance brokerage services
in relation to obtaining applications for general insurance policies
to be underwritten by members of the DSFH Group. 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. 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.
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44. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with subsidiaries (Continued)

Note: (Continued)

(vi)

Insurance services provided by DSI (1976) and MIC

On 31 December 2019, DSBG and the Company entered into a
cooperation agreement (the “Cooperation Agreement”) for a fixed term of
three years with effect from 1 January 2020 and ended on 31 December
2022 (both days inclusive).

The general insurance policies underwritten by DSI (1976) and MIC are
in the name, and for the benefit, of members of DSBG Group and their
respective customers.

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. Certain policies are subject to renewal
annually.

MIC underwrites general insurance policies in the name, and for the
benefit, of BCM and its customers including policies covering medical,
personal accident, employees’ compensation, vehicle, properties, civil
liability and money. Certain policies are subject to renewal annually.

The premiums payable under such insurance policies are payable in
arrears on a monthly, yearly or other basis, depending on the type of
insurance policy.

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 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 fees
proposed by DSI (1976) and MIC respectively are comparable to those
offered by other insurance companies in the market.

Under the Cooperation Agreement, either party to the agreement may

terminate the agreement by giving one month notice in advance to the
other party without having to incur a penalty.
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44. RELATED-PARTY TRANSACTIONS (continued)

(b) Key management personnel
(i) Material transactions and balances with directors
and key management personnel

The Group provides credit facilities to, and takes deposits from
the Group’s key management personnel, their close family
members and entities controlled by them. For the year ended 31

MEERIOT - December, the following balances were outstanding:
2022 2021
BRRBR Loans and advances 473 325
R Deposits 374,297 310,130
AIAZ BERUEE Undrawn commitments 2,791 2,649
R Guarantee - -

(i) TEEENEME

ARREZBEEABRESR  HBMEERE
S E NI

(A) BBERNARAREHNER RS RE
23

FR AEBEBRIEBEQREERT
209,484,0007% 7. (20214F : 206,338,000/ 7T ) i%
BURA o 1220229128318 » AEEWEEZH
BERHRTELENE HEE (20214 : 48,529,000
BIT) o &N AEBEBUSRREHIER TR
i H 720224 12 A 31 B 17 51 4 £ 5226,552,000
7570 (20214 : 510,113,000/ 7T) - FA + A&
U2 B R H1 E B221,180,000/% 7T (2021 4F
24,240,000 70) IREMWA © ELR F REESRET IR
HEEBEER —MEEERTES -

== gl

B2

326 AFEREEARAT 202285 F5

(ii) Remuneration of key management personnel

Key management personnel of the Company are directors and
their remunerations are included under Note 14.
(c) Transactions and balances with associate and jointly
controlled entities

During the year, the Group received from BOCQ, an associate,
dividend income of HK$209,484,000 (2021: HK$206,338,000). As at 31
December 2022, there is no outstanding balance of trade bills issued
by BOCQ accepted by the Group (2021: HK$48,529,000). During the
year, the Group took deposits from jointly controlled entities and the
balance of deposit as at 31 December 2022 was HK$226,552,000
(2021: HK$510,113,000). During the year, the Group received from
a jointly controlled entity dividend income of HK$21,180,000 (2021:
HK$24,240,000). The transactions and balances were provided in the
ordinary course of business and on normal commercial terms.
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RN R & ([ RFTematEl)) -
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12A31H 1L » WEEIRRERER
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(i) ARFBITEEE
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F5A27 AL ERMAFIBITEE 2
R B ([ KT IRTTEEE &) -

ZERBAR TR A RITE@ETEIA
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

45. SHARE-BASED COMPENSATION PLANS

The Group operates equity-settled and cash-settled share-based
compensation plans. Details of the share-based compensation paid to
directors under these plans are disclosed in Note 14.

(A) Equity-settled share-based compensation plans
(a) Equity-settled share option scheme

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”), equity-settled
share-based compensation is available to directors and senior
executives of the Group.

() DSFH Scheme

On 27 May 2015, the shareholders of the Company
approved the adoption of a share option scheme (the “DSFH
Scheme”).

No share options had been granted under the DSFH
Scheme since the date of its adoption to 31 December
2022.

(i) DSBG Scheme

The respective shareholders of the Company and DSBG
approved the adoption of a share option scheme of DSBG
(the “DSBG Scheme”) on 27 May 2014.

The share options were granted in accordance with the
terms and conditions of the DSBG Scheme. The exercise
price per option share was concluded by the Nomination
and Remuneration Committee (“NRC”) on behalf of
the Board of DSBG on the basis no less exacting than
the requirement set out in Rule 17.03(E) of the Rules
Governing the Listing of Securities on the SEHK and was
determined as no less than the highest of (i) the closing
price of DSBG’s shares traded on the SEHK on the date of
grant; and (ii) the average closing price of DSBG’s shares
traded on the SEHK for the 5 business days immediately
preceding the date of grant.
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45. SHARE-BASED COMPENSATION PLANS (continued)

(A) Equity-settled share-based compensation plans
(Continued)

(a) Equity-settled share option scheme (Continued)
(ii) DSBG Scheme (Continued)

Share options granted under the DSBG Scheme since the
date of its adoption to 31 December 2022 are as follows:

[l
BRITEEGER)
£FH Al R fTEHA Exercise price
Date of grant Type Vesting period Exercise period per share (HK$)
2018F4H26H VAR # 52 1+F 2018F4H268 = 2019F4F26H %
20234 A26H 2024F4 726 H
26 April 2018 Equity-settled 26 April 2018 — 26 April 2019 - 18.24
26 April 2023 26 April 2024

RERE W ES BR N RERR 2 LARRBE ST PARR 17 2%

Equity-settled share-based compensation charged to

ARz L Han T consolidated income statement is as follows:
2022 2021
VARR R 2 < 2 SRR HE Equity-settled options 239 480

328 ARFemEEARAT 20225 F 5
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45. SHARE-BASED COMPENSATION PLANS (continued)

(A) Equity-settled share-based compensation plans

(Continued)
(a) Equity-settled share option scheme (Continued)
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 granted.

No equity-settled options were granted under the DSBG Scheme
and DSFH Scheme in the year of 2022.

Movements in the number of share options granted and their

I - related weighted average exercise prices are as follows:
REeRTE REFREEHE
DSFH Scheme DSBG Scheme
2022 2021 2022 2021

RTIRE RTAEE RTIRE RTuEE

i PNk KIFRTER AHEE
ARED  MEW 2wEr IET IRER O MEYS 2RET METS
Rit¥R ikE  BKhEA ize ~ RHHE k@  ®hER fifeB
Number of (A7) Numberof (%7)  Numberof (B7)  Numberof (%)
DSFH  Weighted DSFH  Weighted DSBG  Weighted DSBG  Weighted
shares average shares average shares average shares average
in share exercise in share exercise in share exercise in share exercise
options price options price options price options price
granted (HKS) granted (HKS) granted (HKS) granted (HK9)
1418 At1 January - - - - 1,200,000 1824 1,200,000 18.24
T Granted - - - - - - - -
B85 Expired - - - - - - - -
B Exercised = = - - - - - -
BAUE/ 2 Canceledforfeited - - - - - - - -
127318 At 31 December - - - - 1,200,000 1824 1,200,000 1824
12A318T17( Exercisable at 31 December - - - - 960,000 1824 720,000 18.24

RAER2022F12 A31 B FEARFTHE 252
M1 (20214F : 8B RITIE 2 RAXME) - B8
REAEEER RS RITIRA B MEA 2 K5
IRITEBERIE - R2022F12 831 HARTT
2 RERTEERRE Z1THEER18.24
T (20214F - 182478 7T) + RE MAEFT
TR BB HA B1.324F (20214F : 2.329F ) ©

The Company has no outstanding share options as of
31 December 2022 (2021: Nil). In respect of directors and senior
executives of the Group, their applicable DSBG’s share options
outstanding as of 31 December 2022 have an exercise price of
HK$18.24 (2021: HK$18.24), and a weighted average remaining
vesting period of 1.32 years (2021: 2.32 years).
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45.
(%)

IR B ER R E @
DURES N AR A B E R R 8l

45. SHARE-BASED COMPENSATION PLANS (continued)

(A) Equity-settled share-based compensation plans

(Continued)

(Z) KRt R &

AREEAFRITEE S B RBB D RE)
EllGu PN At daks i ApN il
RITRERD ZEEE)) - URBETER
SEZZEREE - WHE M ERERER
EXAEBERMEHEF - B EIFEN

(b)

Share award scheme

The Company and DSBG have each established a share award
scheme (hereinafter referred to as the “DSFH Share Award
Scheme” and the “DSBG Share Award Scheme” respectively)
as another long-term incentive plan to recognise the contribution
or value of certain employees or directors and to motive and

N incentivize them in furtherance of the long-term business

objectives of the Group. Details of the schemes are as follows:

()  WIERFEI572021F9 A9H 434 - i (i)
[RA10%F °
(i) ARAIAEBEZEMNEEXNES (ii)

(BHREHTES  FRTEEREY
FATEFR)HBERDEUGTE -

EFRAEBREAMATHER
12« BRI I KBS (S 1 BII6R 0 By
8 -

(iii) (iii)

RO EREBRRTSEA - 8/
HBBEITHER -

(iv) (iv)

(1) RFeBROERE

ZET BRI 2021 F9 9B I &
20223 A30H 5] - BIRMNHREE
2022F 12 A31H1E » TP A5 a0

Both schemes took effect on 9 September 2021 for a term
of 10 years.

Any employee or director (including executive director, non-
executive director and independent non-executive director)
of the Company or any other member of the Group is
eligible to participate in the Scheme.

The Board or its Delegate shall determine the vesting
schedule, vesting criteria and other conditions in the Award
Letter.

The Award Shares should be acquired via on-market
purchase and/or issue of new shares.

(1) DSFH Share Award Scheme

The scheme was established on 9 September 2021
and further amended on 30 March 2022. Award shares
granted under the scheme since the date of its adoption till

Ik 31 December 2022 are as follows:
BRATFEE
()
®FH RFRERGOGEE FEAME Fair value per share
Date of grant Number of award shares granted Vesting period (HK$)
2022F12A6H 2022F12A6H %
2027 12A6H
6 December 2022 377,200 6 December 2022 — 18.34

R BEREGRAF 2022F F 3,

6 December 2027
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45. IR BERRINE @
() AR BESZ S AR B ER RN Bl oa)

45. SHARE-BASED COMPENSATION PLANS (continued)

(A) Equity-settled share-based compensation plans
(Continued)

(Z) R #EBE =)

(b) Share award scheme (Continued)

(1) A¥FLEBDEETE @ (1) DSFH Share Award Scheme (Continued)
AR E e IR TR 2 M fn S2E) 2 1 Share award expense charged to consolidated income
T statement is as follows:
2022 2021
& 4n 228D Share award incentive 220 -

Movements of share-based compensation reserve were as

VAR VE A E R i N 2 8 < B an

T follows:

2022 2021
1A1H At 1 January - -
LARR 7 1E B B RE SR BN 12 7 Share-based compensation benefits 220 -
12A31H At 31 December 220 -

BT IR BB 2 LT

Movements in the number of award shares granted as

follows:
AFERBRHREE AERTEER P BT E
DSFH Share Award Scheme DSBG Share Award Scheme

2022 2021 2022 2021
AHER A#eR  AMROTEE  AWRTEE
REHHE BGEE! RH#E RHEE
Number of Number of Number of Number of
DSFH shares DSFH shares = DSBG shares  DSBG shares
1A1H At 1 January - - - -
BT Granted 377,200 - - -
BE Vested - - - -
Bk Forfeited - - - -
12A31H At 31 December 377,200 - - -
Bk ATE Fair value per share HK$18.34 - - -
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45. AR AERERINETE @)
() URESNRG BER RN 2 @)

45. SHARE-BASED COMPENSATION PLANS (continued)

(A)

Equity-settled share-based compensation plans

(Continued)

(Z) B Z%EmaE m) (b) Share award scheme (Continued)
1) AFLEBROEBRTE @ (1) DSFH Share Award Scheme (Continued)
FARG SEEETEIR TRO S Details of award shares granted during the year:
SR
BTROEMEE SR AVE Vesting period
®FH Number of award Fair value 2} £
Date of grant shares granted per share From To
2022F12H6H 2022F12A6H 2027 12H6H
6 December 2022 377,200 18.34 6 December 2022 6 December 2027
{& 17 B2 Eh =t 21 IR ER B EARE - Remaining vesting periods of award shares outstanding:
2022%12A31H 2021%12A31H
At 31 December 2022 At 31 December 2021
AR EE RAEE  FpEEHE R #E
Remaining Number Remaining Number
ROEFA Shares granted in vesting period of shares  vesting period of shares
2022512767 6 December 2022 4.93%F -
4.93 years 377,200 - -

BRI TETAEKRBIURTER
2022F FEAFHM AR - 2022F [E
MFRIRTEALE 7 2023F3 A31 HE M
FTERREENAERKETL - AEEMN
AETEIREE(RRITBRAB DR
2022F MR IILAT AR IBBIEFEE M
FIES H A B - R2022F ) E
FEFRE  BBITHRABRIGEN
R 1 ARR (0 B2 ED & 8] B HUR I
B o F2022F RIBIELL T i
TTRRABMZEE - BIENRERE RS
RNEBE R - EH2023F3 83081
AFBTEESRARANESSR
B BT EMITRABIER2022F K
WA MELENS T 2% FRER
B BEATERTaREEBNRGD
SRENETEE P BA A 55 88 15 1 R =
AR - #E R = FERRI A D = @ #L R
5B o

332 KR¥FemEEARAT 20225 F5

As a reward to eligible employees to recognize their
contribution for the year ended 31 December 2022, 2022
performance bonus was advised to or paid to eligible
employees including directors of the Group as of 31
March 2023. For certain employees and directors (“Senior
Executives”) of the Group, their 2022 performance bonus
was granted in the form of deferred remuneration similar
to prior years, and starting from 2022 performance year, a
portion of the deferred remuneration payable to the Senior
Executives is in the form of deferred shares granted under
the Company’s Share Award Scheme. The arrangement
of the payment of 2022 performance bonus to Senior
Executives, including granting to them deferred shares,
was approved by the Board of DSB and the Board of the
Company on 30 March 2023. The deferred shares granted
as a portion of the deferred remuneration to the Senior
Executives as their 2022 performance bonus will be vested
in three equal tranches over a three-year period, subject to
vesting and satisfying other conditions per the bonus and
share award letter given to the Senior Executives.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

45. SHARE-BASED COMPENSATION PLANS (continued)

(A) Equity-settled share-based compensation plans
(Continued)

(b) Share award scheme (Continued)
(2) DSBG Share Award Scheme

By the end of 31 December 2022 and 31 December 2021,
no award share was granted under DSBG Share Award
Scheme.

(B) Cash-settled share-based compensation plans

The Company and DSBG have each established a cash-settled share-
based incentive option scheme (hereinafter referred to as the “DSFH
Incentive Option Scheme” and the “DSBG Incentive Option Scheme”
respectively) as a long-term incentive plan to incentivise employees.

(a) DSFH Incentive Option Scheme

The scheme was established on 20 March 2018. Incentive
options granted under the scheme since the date of its adoption
to 31 December 2022 are as follows:

BRITEE

(#7)

Exercise price

¥ H 5l REHE 1TIEHR per share

Date of grant Type Vesting period Exercise period (HKS)
201844 H26H AR & X 201854 H26E % 2019FF4H26E &
202354 H26H 202454 H26H

26 April 2018 Cash-settled 26 April 2018 — 26 April 2019 — 56.00
26 April 2023 26 April 2024
202049 528H AR S 202069 A28H = 202169 A28A %
202599 H28H 20269 H28H

28 September 2020 Cash-settled 28 September 2020 — 28 September 2021 — 19.89
28 September 2025 28 September 2026
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45. AR AERERINETE @)

(Z) DR EXNUROERERFEMT B
(#0)

(Z) AFRITEBERRET =T

ZEt BRI 20183 A20H - BIRMEFE
£2022F12A31H1E - BT 2T -

45. SHARE-BASED COMPENSATION PLANS (continued)

(B) Cash-settled share-based compensation plans

(Continued)

(b) DSBG Incentive Option Scheme

The scheme was established on 20 March 2018. Incentive

options granted under the scheme since the date of its adoption

to 31 December 2022 are as follows:

BRITEE

(B7)

Exercise price

#®#FH Al BB 1T per share

Date of grant Type Vesting period Exercise period (HK$)
201844 F26H AR & =T 20184 A26H = 201964 A26H %=
2023%F4H526H 2024F4F26H

26 April 2018 Cash-settled 26 April 2018 — 26 April 2019 — 18.24
26 April 2023 26 April 2024
2019F6A5H BT 20196 A5H= 20206 A5HE
20246 A5H 20256 A5H

5 June 2019 Cash-settled 5 June 2019 — 5 June 2020 — 13.66
5 June 2024 5 June 2025
202047 H22H AIREZ AT 2020F7H22E % 2021F7H22R &
202547 F22H 20267 F22H

22 July 2020 Cash-settled 22 July 2020 — 22 July 2021 — 7.33
22 July 2025 22 July 2026
202048 F28H AR & =T 20204F8 A28H = 202148 A28H %
20258 528H 20268 A28H

28 August 2020 Cash-settled 28 August 2020 — 28 August 2021 — 7.44
28 August 2025 28 August 2026
2021410 29H AR & 2+ 2021F10A29R = 2022F10A29H &
202610 729H 20274 10A29H

29 October 2021 Cash-settled 29 October 2021 — 29 October 2022 — 7.46
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(Z) DR EXNUROERERFEMT B
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ZEEF DR EARMRITEETENZ
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GUIABERNEER ST EMRAIFE17.03(E)
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(YRF&m  RABROTEEROGERTFARES
RGEEZWTE » R(i)AFErh RFET
EEBROEZERTHSEEEAREERSM
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BB EIEIR & REAHE) - WA EAARA
BATEMAR B RARFIRIT R ©
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

45. SHARE-BASED COMPENSATION PLANS (continued)

(B) Cash-settled share-based compensation plans
(Continued)

The incentive options were granted in accordance with the terms and
conditions of the respective DSFH and DSBG schemes. The exercise
prices per incentive option were concluded by the NRC on behalf
of the respective Boards of DSFH and DSBG on the basis no less
exacting than the requirement set out in Rule 17.03(E) of the Rules
Governing the Listing of Securities on the SEHK and were determined
as no less than the highest of (i) the closing price of DSFH’s/DSBG’s
shares traded on the SEHK on the date of grant; and (ii) the average
closing price of DSFH’s/DSBG’s shares traded on the SEHK for the five
business days immediately preceding the date of grant.

The rights granted under the respective schemes shall be exercisable
upon vesting in 5 equal tranches commencing from the first anniversary
of the date of grant. Subject to the satisfaction of performance appraisal
factors, the grantees may exercise their vested options. No shares of
the Company or DSBG will be issued to the grantees of the options
under the schemes which are essentially deferred cash incentive
schemes linked to the performance of the grantees and the share price
of the Company and DSBG.

Cash-settled share-based compensation charged to consolidated
income statement is as follows:

2022 2021

PABR & S A5 2 HE A

Cash-settled options - 13,000
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45. IR BERRINE @

(Z) DR EXNUROERERFEMT B
(#0)

HUBE X ZEF
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BT ZUBReIHRERN  HRE2HRBZATFE
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TR S TR - R2021 FAIEEEET
ZAFEZABRBRBENT

45. SHARE-BASED COMPENSATION PLANS (continued)

(B) Cash-settled share-based compensation plans
(Continued)

Cash-settled options

With respect to the cash-settled options granted under the DSFH and
DSBG Incentive Option Schemes described above, the fair value is
determined by using the Trinomial Option Pricing Model at reporting
date. There were no cash-settled options granted in 2022. The
assumptions used to estimate the fair value of the options granted
during 2021 are as follows:

REFBITEE
REERETE
DSBG Incentive
Option Scheme

KR

Grant date

B B AR IRTT R ERRE(ET)

Share price of DSBG as at grant date (HK$)

TEBCET)

Exercise price (HK$)

TEERE (RE())

Expected volatility (Note (i))

RS ()

Option life (years)

R B ) 2 (R (i) )

Risk free rate (Note (ii))

T8 B AR S 2 (R (iii))

Expected dividend rate (Note (iii))

HENREZz A FECET)

Fair value of a share in the option (HK$)

Ea

(i) 1R % HRE FA TR 1 BR ) 9 T8 B R B R BR R ¥ R sk
R RITEERENELRBEZMILFEKX
ZR  FEERSERBBAEAMRITEENER

R ZA—FARENEL RS RMmETE - W
EXFAIR -

(i) EERFIEAEBIEES RIFHEE A8
I R A 2 -

(i) TEARERZURLAMNELREFE -

R BEREGRAF 2022F F 3,

2021410 A29H
29 October 2021

7.46

7.46

37.22%

1.20%

3.94%

2.01

Note:

(i) Expected volatility is determined by calculating the historical volatility
of the share price of DSFH or DSBG, as appropriate, 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 price of DSBG, as appropriate, as set out above.

(ii) Risk free rate is the Hong Kong Exchange Fund Notes yield of relevant
time to maturity at grant date.

(i)  Expected dividend rates are based on historical dividends at grant date.
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45. DR M AERBRME @ 45. SHARE-BASED COMPENSATION PLANS (continued)

(2) UReXFURGIERER RN B (B) Cash-settled share-based compensation plans
(&) (Continued)

UBEF(TZ R ) Cash-settled options (Continued)

BT 2 ENEE REMETHTEEZZBNT ¢ Movements in the number of options granted and their related weighted

average exercise prices are as follows:

KA ERERERTE KA RTERREER Y
DSFH Incentive Option Scheme DSBG Incentive Option Scheme
2022 2021 2022 2021
RFTEE RPuEE
RYTEE RFAEE KATRAT R

AHER  METE  UieR METS 8 mEY 8 mEw
ARED fitE  BhET e RRED ik BhREr i
k%A (Bx)  Kh&AE (Bn)  R#%A (Bm)  Rh¥A (%7
Numberof ~ Weighted ~ Numberof ~ Weighted ~ Numberof  Weighted  Numberof  Weighted
DSFH average DSFH average DSBG average DSBG average
shares in exercise  sharesin exercise  sharesin exercise  sharesin exercise
options price options price options price options price
granted (HKS) granted (HK9) granted (HKS) granted (HK9)

1A18 At1 January 780,000 26.14 835,000 2811 14,750,000 1223 15,200,000 12.37
i Granted - - - - - - 550,000 746
B Expired - - - - - - - -
Bt Exercised - - - - - = - -
B/ 2 Cancelledforfited - - 00 500 (00000) 993 (100000) 1181
124318 At 31 December 780,000 26.14 780,000 26.14 14,250,000 1231 14,750,000 1223
12318175 Exercisable at 31 December 366,000 30.55 210,000 2129 8,070,000 1380 5,360,000 1452
HERTZURSINZERN - AEEREWA In relation to the cash-settled options granted, the Group has recorded
SLEZHENTENHE AKAE 513,000,000 7T liabilities of HK$13,000,000 (2021: HK$13,000,000) with reference to
(20214 : 13,000,000/ 7C) ° the fair value of the options at the reporting date.

AR EEEERSRITRABTER CKRI& As at 31 December 2022, the outstanding cash-settled options under
AR RFTIRITER AR - 72022612 H31 B K the DSFH and the DSBG Incentive Option Schemes related to directors
TEZRREZITEBI R AN F19.898TE and senior executives of the Group have exercise price in the range of
56.005% 7T (20214 : 19.897% 7T £56.0078 7T ) & HK$19.89 to HK$56.00 (2021: HK$19.89 to HK$56.00) and HK$7.33 to
N F7.338 T E18.24 % 7T (20214 : 7.33/E 7T HK$18.24 (2021: HK$7.33 to HK$18.24) respectively, and a weighted
F18.247T) - RENMEFHNGEBEDH R average remaining vesting period of 3.33 years (2021: 4.33 years) and
3.33%F (20214F - 4.33%F ) }22.644F (20214F - 3.66 2.64 years (2021: 3.66 years) respectively.

F) o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

46. TRIEERKABHHE

BB ER ERBIERITOEN TS HEREE
RBEZEERSRE  URABNFHEEEHE
HEIFRBEREENBERAE  AUTKERE
ERBEMEELHH -

(F) kFEEEHBREEYCHERS MR
MEALHECEMEEREE

AEBBAEBTETRGEEERAR([HFETR
RBEHDARZEPREPETRREEERS -

REBRZF| R R ERN TP REL 2 SR
BB HEERREE 2 EWGRIERE R ERN R
THAARE o 1R2022F 124318 » 2 F R AERNIA
EBERIEMRE RTERIRER - &H20214F
12A318  ZFHEARUGIE R B R 329
2 EWFIERTEMIER JBRIBA - B2 SEH
TR °

46. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

Financial assets and liabilities are presented net when there is a legally
enforceable right to offset the recognised amounts and there is an
intention to settle them on a net basis, or realise the asset and settle
the liability simultaneously.

(a) Financial assets and liabilities subject to netting
agreement and offset on the consolidated 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 2022,
the net amount was a payable and was included in “Other accounts
and accruals”, and as at 31 December 2021, the net amount was a
receivable and was included in “Accounts receivable and prepayments”
in Note 32. The amounts offset are shown below.

2022 2021
BB REE 2 RIBERE Gross amount of accounts receivable
from HKSCC 9,253 93,037
JENBEBPREE 2 FIBEE Gross amount of accounts payable to
HKSCC (69,208) (984)
(FERD,FERE SR REE FEE Net amount due (to)/from HKSCC (59,955) 92,053

(2) RFREERHEREERSHBARR
RABE EHEERER

BEFEEELH

AEEGRAURERSHFIILARFHREER
B WREEERR - FREEEBHRRTE - —B
HIRBOES MBS ERGHFZIARTEKRRS
BEKIE - MAABBRFIERHARFHREE -
IIFBRERBOEMN AR TF IR NEE
BER—BRIEEGEMBERRARTHHEER
BfE-

R BEREGRAF 2022F F 3,

(b) Financial assets and liabilities subject to netting
agreement but not offset on the consolidated
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 consolidated statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

46. TRIEERBENHHE@®

(2) SREFEERFERBEFRSUBRR
RABHE EREEREE®

BREFEREZH®)

TRIREEE  BARR NI ZBRFEEER
PERBRIBHEMAORNEE T RS -

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

46. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (continued)

(b) Financial assets and liabilities subject to netting
agreement but not offset on the consolidated
statement of financial position (Continued)

Master netting arrangements (Continued)

The following tables present details of financial instruments subject
to offsetting, enforceable master netting arrangements and similar
agreements.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2022
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

46. TRIEEHESENEHE@® 46. OFFSETTING FINANCIAL ASSETS AND FINANCIAL

LIABILITIES (continued)
(2) SFEAEZHERIBEFRSMBRR (b) Financial assets and liabilities subject to netting

RAEHzEMEEREB® agreement but not offset on the consolidated

statement of financial position (Continued)

HREFEEETHE®) Master netting arrangements (Continued)
& TREGAUBRARAHH
BERRRA IBeE

HE2EBE  WGAEE  Related amounts not set off
SHEEEE  WRRAHT  inthe consolidated statement
Gross CEREETE of financial position

amounts  Netamounts FIRAKE
of recognised  of financial SHIE BHHTZ
2] financial assets  (BfEFRE FHETE
SREESE  liobilesset  presented ##R) i A
Gross off in the in the Financial Amounts not
amountsof  consolidated  consolidated instruments EUBEER subject to
recognised statement  statement of (including Cash enforceable
financial  of financial financial non-cash collateral 78 netting At
2225128318 At 31 December 2022 assets position position collateral) received  Netamount  agreements Total

SHAE Financial assets
fiEeRIA Derivative financial instruments 3,732,908 - 3,732,908 (730,160) (2,002,713) 1,000,035 168,328 3,901,236
& YEEGAHERARAESH
BHRRER ZiEeE
HE2EBE  RGAHE  Related amounts not set off
SHEESE  HMREMHT  inthe consolidated statement
Gross L EHAEFE of financial position PRAME
amountsof  Netamounts BH#T2
recognised of financial $HMIA FiEE
5] financial liabilties  (BiEEE i Al
SHEELE ooiocotoff  Presented gz Amounts
Gross inthe inthe Financial not subject
amounts of e oidated  CONSOlidated instruments  BHESER to
recognised  giatementof  Statement of (including Cash enforceable
financial financial financial non-cash collateral B8 netting At
2225128318 At 31 December 2022 liabilities position position collateral) placedout  Netamount  agreements Total
2= Financial liabities
FER Deposits fom banks 1,245,724 - AT (1245720) = - 2866769 4112493
T4eRIA Derivative financial instruments 873,366 - 873,366 (730,160) (102,009) 41,197 124,211 997,637
REEEERNAR Trading liabilities 730,491 - 730,491 (730,491) - - - 730,491
HE RER Other accounts and accruals 700,345 - 700,345 (700,345) - - 9,188,502 9,888,937
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

46. sRIEEHRBENEHE@® 46. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (continued)
(2) SFEAEZHERIBEFRSMBRR (b) Financial assets and liabilities subject to netting
RAEHzEMEEREB® agreement but not offset on the consolidated
statement of financial position (Continued)
R T E T () Master netting arrangements (Continued)
e TEEGANBRARNEH
BRRER pdil e

HSEZEBZ REAYE  Related amounts not set off
SRAEAE  WARAGIR  inthe consolidated statement

Gross JERAEFR of financial position
amoutsol  Netamouns NERAKE
recognised ot financial SRIA haowd
BBR financial assels (TS FEE
SHAEDE  liabiities set presented HER) = bk
Gross offinthe inthe Financial Amounts not
amountsof  consolidated  consolidated instruments  EAUREEHA subjectto
recognised statement statement (including Cash enforceable
financial of financial of financial non-cash collateral 0 netting A
20215127318 At 31 December 2021 assets position position collateral) received Netamount  agreements Total
SRAE Financial assets
TEERIA Derivative financial instruments 565,259 - 565,259 (504,251) (44,316) 16,692 70,593 635,852
I TEREANBRAZNEH
HRER s
HE7BED NGAREE  Related amounts not set off
SHEEZE  ARERMIIT  inthe consolidated statement
Gross JEBEERR of financial position
amountsof  Netamounts Mo RARE
recognised ~~ of financial SRIE BT
EER financial liabiities  (BEFHS BEHE
SRAELE assets set presented HHR) vk
Gross offinthe inthe Financial Amounts not
amountsof  consolidated  consolidated instuments  EMESHER subject to
recognised statement statement (including Cash enforceable
financial ~ offinancial  of financial non-cash collateral ek netting A%
0215127318 At 31 December 2021 liabilties position position collateral) placedout ~ Netamount  agreements Total
£RAE Financial iabiies
/R Deposits from banks 1,203,131 - 1,203,131 (1,203,131) - - 500,066 1,703,197
TEERIA Derivative financial instruments 1,381,163 - 1,381,163 (504,251) (851,835) 25,077 44,202 1,425,365
FHEBBRBNAR Trading liabiiies 1,511,027 - 151,927 (1511,027) - - - 1,511,927
HthiRE RER Other accounts and accruals 307,731 - 307,731 (307,731) - - 7,861,631 8,169,362
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

TIREEARRE 2 BRHERERE MR ER 2 HB
M INER - EXIFEEFFERMBRERZ —#

,T/\ °

. FAEERTEBZES BEER
HER

AEBRITEBE IR AHBRITEEARAR (K
FERTTEE DA - KRITEERKRHRTA
RAR([RFERTT ) ZZEIRDR] - i 75 R
BERBITROARAB(DRPIFERTT]) RAH
RIT(RBD AR AR(TAFRIT(PE) ) 2B
Pt

The following information relates to the Group and is disclosed as
part of the accompanying information to the consolidated financial
statements and does not form part of the audited consolidated financial
statements.

. INFORMATION ON CAPITAL, LEVERAGE AND
LIQUIDITY POSITIONS OF THE BANKING
BUSINESS OF THE GROUP

The banking business of the Group is held by Dah Sing Banking Group
Limited (“DSBG”). DSBG is the holding company of Dah Sing Bank,
Limited (“DSB”) which in turn holds the entire equity capital of Banco
Comercial de Macau S.A. (“BCM”) and Dah Sing Bank (China) Limited
(“DSB China”).

1. EBEXFZEEEE 1.  Capital adequacy ratio
20225 20214F
12A31H 12A31H
As at As at
31 December 31 December
2022 2021

ERRELE Capital adequacy ratio

—ERRE—R — Common Equity Tier 1 15.2% 14.2%
——5% —Tier 1 15.9% 14.7%
— B - Total 19.3% 18.1%

2022F 12 431 A %2021 F12 A1 B Z2E A B
LEE T AR RITEV AR A IR IR IRCGIRI TR (B AR) ]
ADEEERBEINEBAAAE - ZEAFTRILX
HETE B E R R TS RBR AR IERRE ©

RIBEBRITEMED - K¥VITRBBEMIRT
BETEARTT R EREENR - MPIHERITA
BT ABRFRITRETNHRE RARFRIT(F
B)AETAMTERITREENHRE °

342 RIEemEBBRAIE 2022FFH

The capital adequacy ratio as at 31 December 2022 and 31 December
2021 represents the consolidated position of DSB computed on Basel
Il basis in accordance with the Banking (Capital) Rules. This capital
adequacy ratio takes into account market risk and operational risk.

DSB as a locally incorporated bank in Hong Kong is subject to the
minimum capital adequacy ratio requirement under the Hong Kong
Banking Ordinance. BCM is subject to Macau banking regulations and
DSB China is subject to China banking regulations.
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. ZAEBERTEEZER  EERRE
B B )

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

. INFORMATION ON CAPITAL, LEVERAGE AND
LIQUIDITY POSITIONS OF THE BANKING
BUSINESS OF THE GROUP (Continued)

2. EiRkE 2. Leverage ratio
20225 20214
12A31H 12A31H
As at As at
31 December 31 December
2022 2021
AR & Leverage ratio 10.6% 9.9%

ERTARFRITZHARRL S EREAR T
bk 7 AR A R -

3. REMEFHR

The above ratios represent the consolidated position of DSB and are
computed on the same consolidated basis as the capital adequacy
ratio.

3. Liquidity maintenance ratio

2022 2021

MBEAERT LR

MBI RS R Ty RFTIRIT (R IRRPI R 2 R1T
RETRTT(PE) )R BRFEEBEE AR FHEE
MENMEAE R L R B T8 - MBMEAR L
TIREBCGRITEORBME)RADHE -

RFRTT RE B EMIRITERIBERBRITEED
BTRBUEBESEFR - RPIBERITAETERH
MPVRITEEE R E RAHRIT(HE) BET
BRETBERITEEENRE

PRE ZE2022412 431 H % 2021412 431 H L/
FFEEM  NEEZIFRITEBR LB EMMBITR
SNEBIEE o Al - BEAREENEHIFRITELZ
BREEELERIWEEE -

Liquidity maintenance ratio 50.4% 46.9%

The LMR is calculated as the simple average of each calendar month’s
average consolidated LMR of DSB (covering BCM and DSB China)
for the financial year. The LMR is computed in accordance with the
Banking (Liquidity) Rules.

DSB as a locally incorporated bank in Hong Kong is subject to the
liquidity requirement under the Hong Kong Banking Ordinance. BCM
is subject to Macau banking regulations and DSB China is subject to
China banking regulations.

The non-banking businesses of Group does not have any bank or
external borrowing in the two years ended 31 December 2022 and
31 December 2021. On this basis, it is not meaningful to disclose a
separate gearing ratio of the Group or its non-banking businesses.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

. AEEEERGEZENT . ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP
1. BRITESBEZEFERRBREEMN 1. Gross loans and advances to customers by industry
EXAZSERUAZEFRRENE S sector classified according to the usage of loans and
o) analysed by percentage covered by collateral
2022F12A31H 20214 12A31H
At 31 December 2022 At 31 December 2021
EXRBEE BER ke
SHEA RIRE SHARRE
ZHAL AN
% of gross % of gross
loans and loans and
AEEL advances REEEH advances
Outstanding covered by Outstanding covered by
balance collateral balance collateral
EEBERNER Loans for use in Hong Kong
TH28 Industrial, commercial and financial
R EX — Property development 5,194,440 63.5 5,467,229 75.2
—MEEE — Property investment 21,406,840 88.0 19,253,002 93.2
i - Financial concerns 2,564,573 16.0 4,661,129 14.9
—-RELL — Stockbrokers 842,926 56.9 1,642,984 61.6
~-BEBEETEX — Wholesale and retail trade 4,825,599 92.7 5,401,435 91.8
—BUE¥ - Manufacturing 1,954,317 445 1,987,035 60.7
—BHRERRE — Transport and transport equipment 2,247,726 78.2 2,269,160 79.2
-FE5E — Recreational activities 79,708 99.8 59,895 99.1
— AR - Information technology 22,048 59.8 59,058 91.1
—Efth - Others 6,054,928 80.1 6,970,986 74.4
45,193,105 71.6 47,771,913 775
EA Individuals
-BEIEEHEEHE] — Loans for the purchase of flats in
[(LAZEEEHEIR Home Ownership Scheme, Private
[HEBHEHEIET Sector Participation Scheme and
=670 Tenants Purchase Scheme 484,470 99.7 529,218 100.0
-BEHEMEENEER ~ Loans for the purchase of
other residential properties 33,911,826 100.0 33,473,466 100.0
~ERFER — Credit card advances 3,674,222 = 3,670,096 -
—Hth — Others 12,181,304 45.0 13,105,677 51.0
50,251,822 79.3 50,778,457 80.1
EBBFERNER Loans for use in Hong Kong 95,444,927 785 98,550,370 78.8
ZHBE (1)) Trade finance (Note (1)) 5,752,611 72,5 8,123,088 67.3
EBEBIMERNER(G12) Loans for use outside Hong Kong (Note (2)) 35,332,697 61.4 37,639,881 58.4
136,530,235 73.8 144,313,339 729
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REBEERGE BN @

BROTEDPEZEFERREBRAEU
ERAZPERUSHEFERRENT D
tb 2 #7) @)

LRIRZBSMERSEEESEREHZA
BiEsImaEARELED HONEBOMNRE -
UEEMESBEEZER

TERERZ B SHREER(BERMRITZEI
RITMBARE T2 ESHRE ) #(5281,123,000
77t (202112311 : 485,128,000/ 7T) 48
RIEBBAIMERNERIET -

[EEBMMERNER IBEETREEPEE
BEAIMERZ B

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (continued)

Gross loans and advances to customers by industry
sector classified according to the usage of loans and
analysed by percentage covered by collateral (Continued)

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$281,123,000 (31 December 2021: HK$485,128,000) 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.
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

I AEEGEEREREZEIND @

1. BUOXSBZEFERKRBRAEMN
EXARDERAZEFRRENED

tb 247 ) ()

FRANPSEXNELERRBREEE10%H A
FEITE  HEGREERE  AafiEzE B
3~ MR RBEER2EFUREEFBIT ¢

. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (Continued)

1. Gross loans and advances to customers by industry
sector classified according to the usage of loans and
analysed by percentage covered by collateral (Continued)

For each industry sector reported above with loan balance constituting
10% or more of the total balance of loans and advances to customers,
the attributable amount of impaired loans, overdue loans, Stage 3, and
Stage 1 and Stage 2 impairment allowances are as follows:

EXR
ByAH
BEREE
HiB3fEA
Gross BB R ER2
REER loans and PR ER3 HEERE
(B£r3) advances HE%fE Stage1and
AEEL Impaired overdue Stage 3 Stage 2
Outstanding loans forover  impairment  impairment
2022F12A31H At 31 December 2022 balance (Stage 3) 3months  allowances  allowances
EEBERNER Loans for use in Hong Kong
TEem Industrial, commercial and financial
-WERE - Property investment 21,406,840 34,299 92,035 2,095 138,453
EA Individuals
-BEHEMEE — Loans for the purchase of
MEER other residential properties 33,911,826 81,842 92,156 11,350 24,518
TEEBUIMERRER Loans for use outside Hong Kong 35,332,697 1,685,840 1,413,348 618,858 261,878
Bk
BpEE
fBiA3(E A
Gross PRER1 Je Pk ER2
BEER loans and PEERS REEE
(BEr3) advances A%  Stage 1and
KEELEHS Impaired overdue Stage 3 Stage 2
Qutstanding loans for over impairment impairment
2021412 431H At 31 December 2021 balance (Stage 3) 3 months allowances allowances
EEBEANER Loans for use in Hong Kong
TEem Industrial, commercial and financial
—EEE — Property investment 19,253,002 51,919 38,121 11,729 89,789
A Individuals
-BEAMEE — Loans for the purchase of
NEEH other residential properties 33,473,466 89,902 85,138 9,624 24,502
EFEIMERNER Loans for use outside Hong Kong 37,639,881 392,169 368,601 163,778 342,823

R BEREGRAF 2022F F 3,
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I AEEGEEREREZEIND @

2. HREAEEBNERE

REFEEERBGERITEKE)RAD - LA THF
BRAEEBNRBZOMH2REESERY P
BIRPEEE R P I ZIFRITERZHFR

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (continued)

2. Mainland activities exposures

The analysis of Mainland activities exposures is based on the
categories of non-bank counterparties and the type of direct exposures
defined by the HKMA under the Banking (Disclosure) Rules with

AN EEEREERENSE - Hbh I aERH reference to the HKMA Return of Mainland Activities, which includes
RITRE Wiﬁﬁiﬁ MEARIRT 2P B RREERS the Mainland activities exposures extended by DSB and its Mainland
HIEREE o subsidiary bank only.
BEBERA BERER)
HIEREE HEREE
On-balance Off-balance Bere
2022 2022 sheet exposure sheet exposure Total exposures
1. PREFT - RREFTHEELEE 1. Central government, central government-
KEMBRARMEE AT owned entities and their subsidiaries and
(T5ERA]) joint ventures (JV’s) 7,328,050 106,667 7,434,717
2 WA - A HTERAERE 2. Local governments, local government-owned
REMBARMEGE AT entities and their subsidiaries and JVs 631,492 592,303 1,223,795
3. B EREMNM 2 BRKEHE 3. PRC nationals residing in Mainland China or
POSB ST ) E A R T EL O other entities incorporated in Mainland China
DAIFMAE DT and their subsidiaries and JVs 10,500,933 1,932,334 12,433,267
4 RBHELME—BERZFRE 4. Other entities of central government not
fFERE s reported in item 1 above 3,753,802 71,984 3,825,786
5 KB EME_HEH M AK 5. Other entities of local governments not reported
R E AL TR in item 2 above 943,649 170,022 1,113,671
6. EFAFENMMINzERSE 6. PRC nationals residing outside Mainland China
I DA SRR ST RO or entities incorporated outside Mainland
W REERR S E AN China where the credits are granted for use
in Mainland China 11,535,421 593,574 12,128,995
7. EMRSUTF - HRERGEY 7. Other counterparties where the exposures are
REABEIFRITREE PAE considered to be non-bank Mainland China
exposures 440,041 - 440,041
35,133,388 3,466,884 38,600,272
AFETREMMRITHEBARZ  Total assets of DSB and its Mainland subsidiary
MR EER bank after provision 237,109,784
BEBRRANBEOEEA On-balance sheet exposures as percentage
Aot of total assets 14.82%

i LEHBREeEEFER
BEzeH

AEBREMEHEPR

other balances of claims on the customers.

Note: The balances of exposures reported above include gross advances and
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. AEESEERSREZEIND T II. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (continued)
2. HHPEIAREEKNERE@ 2. Mainland activities exposures (Continued)
BEBERA BEBERN
g ik
On-balance Off-balance FE
20214 2021 sheet exposure sheet exposure Total exposures
1. PREAT - PREFHELQE 1. Central government, central government-owned
KEMBRARMEE AT entities and their subsidiaries and JVs
([&ERF]) 9,094,497 120,098 9,214,595
2 WA - A HERERE 2. Local governments, local government-owned
REKBARMAELAR entities and their subsidiaries and JVs 1,447,842 263,538 1,711,380
3. B EFEMt s BRI EHE 3. PRC nationals residing in Mainland China or
UMK 37 ) EL et R EL other entities incorporated in Mainland China
ARMAE DT and their subsidiaries and JVs 14,376,645 1,504,435 15,881,080
4 RBELRFE-HEH2HPRE 4. Other entities of central government not reported
e EE in item 1 above 2,890,926 10,714 2,901,640
5 KM LME_HZH M5 5. Other entities of local governments not reported
FFE A in item 2 above 1,060,321 249,582 1,309,903
6. EEEFEMAINZERSE 6. PRC nationals residing outside Mainland China
RS A SN ST RIS - T or entities incorporated outside Mainland
W R B EF R B A China where the credits are granted for use in
Mainland China 11,835,454 806,339 12,641,793
7. EMRSETF - HBEHAEY 7. Other counterparties where the exposures are
B RRESERITRR PRI considered to be non-bank Mainland China
exposures 732,977 289 733,266
41,438,662 2,954,995 44,393,657
RESRITREMIIRTMB AR Z  Total assets of DSB and its Mainland subsidiary
AR BERR bank after provision 233,473,940
BEBRRANBEGEEA On-balance sheet exposures as percentage of
Aot total assets 17.75%
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3. RESMMNMZEFERRBIRBERA
BEX

EEERRBRY BT HIEEDEERRS
BRI ISHEFRERAIE - —BHE  BEX
BRI B S HF A 2 BEE - AR
W -

TERREFPEREBYRERE REFFPER LD
H(FEER3) - SR P ER BN - BRI - RE
B Mg B 2R E IR RIS DT -

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (continued)

3. Analysis of gross loans and advances to customers
and overdue loans by geographical area

Loans and 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 loans and advances to customers,
impaired loans and advances to customers (Stage 3), overdue loans
and advances to customers, Stage 3, and Stage 1 and Stage 2
impairment allowances by geographical area.

HEEFER
EFER REX(KRS) BUEFER L)
REFEHE Impaired k&% PR EX3 REEE
Gross loans loans and Overdue WEEE Stage1and
and advances to loans and Stage 3 Stage 2
advances to customers advancesto  impairment  impairment
2022%12A31R At 31 December 2022 customers (Stage 3) customers  allowances  allowances
&k Hong Kong 115,764,347 1,078,509 665,898 391,365 685,000
H China 5,983,130 958,283 685,790 406,722 34,403
B Macau 13,466,251 244,911 244,911 88,966 20,320
Hity Others 1,316,507 257,309 258,745 - 9,626
136,530,235 2,539,012 1,855,344 887,053 749,349

REZPER
EPER RBR(ER3) RETFER EEQYLE VS
KB F4aEE Impaired R#7 PR EL3 SEERE
Gross loans loans and Overdue WELEE  Stage 1and
and  advancesto loans and Stage 3 Stage 2
advances to customers  advances to impairment impairment
2021412 A431H At 31 December 2021 customers (Stage 3) customers allowances allowances
5 Hong Kong 121,821,903 1,114,820 539,610 469,827 676,463
i China 7,615,412 72,577 62,677 1,865 62,079
il Macau 13,777,935 211,439 211,439 75,917 76,856
ity Others 1,098,089 - - - 7,940
144,313,339 1,398,836 813,726 547,609 823,338
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4. BEIRERE

BRERENZEEEBRARNERR  RIEXS
HFNMELMEREE ML 5 H FREEEHN
B> —RME  EXZEFNEEREHETR
BZRM 5 — TR - KETEERE - BRTNE
1T MERBRERTRNBER 1 &%A
BERA—EREEES —BR - L5 REMRA
ZRAREZR - REHBKEREERER10%3 A
EZRIETIEHIE -

. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (continued)

4. International claims

The information of international claims discloses exposures to foreign
counterparties on which the ultimate risk lies, and is derived according
to the location of the counterparties after taking into account any
transfer of risk. In general, transfer of risk from one country to another
is recognised if the claims against a counterparty are guaranteed by
another party in a different country or if the claims are on an overseas
branch of a bank whose head office is located in a different country.
Only regions constituting 10% or more of the aggregate international
claims after taking into account any recognised risk transfer are

disclosed.
FRTAARE
Non-bank private sector

ke

FER1T ARE

SREME Non-
BAKE Non-bank financial et 7k
202212318 At 31 December 2022 BT Official financial private Total
BEER In millions of HK$ Banks sector institutions sector claims
BEEPL Offshore centres 6,660 8,643 5,483 152,869 173,655
—-Ha: H/E — of which: Hong Kong 5,822 7,398 5,399 137,402 156,021
FRADAR Developing Asia and Pacific 27,231 1,094 1,375 17,580 47,280
—Hep: — of which: Mainland China 19,734 949 1,106 12,901 34,690

FEFITR AR
Non-bank private sector

FoR

JEIRIT FLABEE

SEIEE Non-
B Non-bank financial EREE
20216128311 At 31 December 2021 |17 Official financial private Total
BEAT In millions of HK$ Banks sector institutions sector claims
BEPL Offshore centres 5,278 12,937 5,891 155,733 179,839
—Hi: FE — of which: Hong Kong 4,715 11,890 5,813 139,779 162,197
BEAGAER Developing Asia and Pacific 24731 1,216 795 18,695 45,437
—Ef — of which: Mainland China 19,423 1,055 451 14,731 35,660
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B B EN RS
INDEPENDENT AUDITOR’'S REPORT

TO THE SHAREHOLDERS OF DAH SING FINANCIAL HOLDINGS
LIMITED
(Incorporated in Hong Kong with limited liability)

OPINION

What we have audited

The consolidated financial statements of Dah Sing Financial Holdings
Limited (the “Company”) and its subsidiaries (the “Group”), which are
set out on pages 113 to 341, comprise:

o the consolidated statement of financial position as at 31

December 2022;

3 the consolidated income statement for the year then ended;

. the consolidated statement of comprehensive income for the year
then ended;

o the consolidated statement of changes in equity for the year then
ended;

. the consolidated statement of cash flows for the year then ended;
and

. the notes to the consolidated financial statements, which include
significant accounting policies and other explanatory information.

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2022, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSASs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’'s Responsibilities
for the Audit of the Consolidated Financial Statements section of our
report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA’s
Code of Ethics for Professional Accountants (“the Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

Key audit matters identified in our audit are summarised as follows:

o Impairment allowances on advances to customers

. Recoverable amount of investment in an associate, Bank of
Chongging (“BOCQ”)

o Recognition of the fee and commission income from the early

termination of the Hong Kong Distribution Agreement (“HKDA”)
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KEY AUDIT MATTERS (continued)

Key Audit Matter

Impairment allowances (“ECL”) on advances to customers

Refer to notes 4(a) and 23 to the
consolidated financial statements.

As at 31 December 2022, the Group
recorded impairment allowances of
HK$1,636,402 thousand in respect of its
advances to customers.

The determination of the impairment
allowances involves complex methodologies
and significant management judgement. In
addition, the extent and pace of recovery
from COVID-19 and other current macro-
economic conditions have impacted the
inherent risk and estimation uncertainty
involved in estimating impairment
allowances.

Key judgements and estimates in respect of
the measurement of ECL include:

o Applicability of ECL model
methodologies, and appropriateness
of key measurement parameters and
assumptions;

o (Criteria for determining whether or not
there was a significant increase in credit
risk (“‘SICR"), or a default;

o Determination of macro-economic
forecasts, and the application of
economic scenarios and weightings;

o The estimated future cash flows for
loans and advances to customers in
stage 3; and

* Appropriateness of management
overlay applied.

Impairment allowances on advances to
customers is an audit focus due to the
material balance of the Group’s impairment
allowances on advances to customers and
high inherent risk given the uncertainty of
estimates, adoption of complex models,
involvement of significant management
judgements and assumptions and use of
numerous parameters and data inputs in
such measurement.

How our audit addressed the Key Audit Matter

We understood and evaluated management’s
internal controls and assessment process for the
measurement of impairment allowances on advances
to customers.

We assessed the inherent risk of material
misstatement by considering the degree of estimation
uncertainty and level of other inherent risk factors
such as the complexity of estimation models used,
the subjectivity of significant management judgements
and assumptions, and susceptibility to management

bias.

We tested the key internal controls over:

Selection of ECL model methodologies,
determination and approval of significant
management judgements such as staging and
macro-economic forecasts and their related
probability weightings, and appropriateness of
management overlay applied;

Timely identification, assessment and reporting
of credit impaired advances to customers;

Estimated future cash flows with respect to
advances to customers in stage 3 under a range
of possible scenarios and their weightings based
on financial information of borrowers, collateral
valuations and information on other available
sources of recovery;

Input of key data used in the impairment models.

In addition to testing the key controls, we have also
performed the following substantive procedures:

We involved our credit risk experts in evaluating
the model methodologies for ECL measurement
including significant management judgements
and assumptions. We also assessed the
supportability of the management overlay
applied.
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KEY AUDIT MATTERS (continued)

Key Audit Matter How our audit addressed the Key Audit Matter

Impairment allowances (“ECL”") on advances to customers (Continued)

¢+ On sampling basis, we assessed the
appropriateness of the internal credit ratings,
management’s judgements used in determining
significant increases in credit risk and
identification of default and credit-impaired
advances to customers based on the borrower

financial and non-financial information and other
external evidence provided by management;

o BTETEREERATELRER +  We evaluated management's selection of
B BEERRAARREE - B macro-economic forecasts, economic scenarios
BRRNSEBEERAALRAG and weightings assigned. We assessed
RERETILE  V2ZEHTMAR the reasonableness of the macro-economic
EMSHEBRENELTRLENR forecasts by comparing them to available public
AT EREER AR information, taking into account the latest

developments of COVID-19 and other current
macro-economic conditions;

o HRRRE-ERNEFETEL .
DM TRAGRARA R BR
EREAENOEEL  fimt
AARERAREHARRSRE
BRRSHIEE HRBERERNG

For a sample of advances to customers in
Stage 3, we assessed the reasonableness of
key management judgements and estimates to
the ECL calculation such as estimated future
cash flow from borrowers, latest valuation of

SEE- collateral, range of scenarios and scenarios
weightings.
o EMRETTETHBERRTERS ¢+ We checked and evaluated the financial
ERBREBNER statements disclosures in relation to the
measurement of impairment allowances on
advances to customers.
ERBMFATH DHEEE Based on the procedures performed, we considered

S
WY REREET AR AERRRRAE that the models, significant judgements and
AREY  EXERNERRREEAEN assumptions, as well as relevant data and key
i2Y - parameters used by management in measuring
impairment allowances on advances to customers
were supported by available evidence.

NS

o
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KEY AUDIT MATTERS (continued)

Key Audit Matter

How our audit addressed the Key Audit Matter

Recoverable amount of the investment in an associate, Bank of Chongging (‘B0CQ”)

Refer to notes 4(d) and 26 to the consolidated
financial statements.

The Group’s investment in BOCQ is accounted for as
an associate, using the equity method. The Group
carried the investment in BOCQ of HK$2,159,290
thousand at 31 December 2022, after making a
cumulative provision for impairment of HK$4,675,000
thousand as at year end.

The gross carrying amount of the investment (prior to
impairment allowances) was higher than the market
value of BOCQ. This is considered as an indicator
of impairment. Therefore, management performed
an impairment assessment and concluded that the
recoverable amount of the investment in BOCQ was
lower than its gross carrying amount, leading to an
impairment allowance. The recoverable amount
was measured as value-in-use (‘“VIU") estimate
calculated by discounted cash flow model.

The recoverable amount of the investment in BOCQ
is an audit focus as it is subject to a high degree
of estimation uncertainty, particularly in estimating
future cashflows arising from holding the investment
in BOCQ and any future disposal proceeds and in
determining the discount rate. The inherent risk is
considered significant due to the subjectivity involved
in management judgements and assumptions used
in developing the estimate.

We understood and evaluated management's internal controls
and assessment process for the measurement of recoverable
amount of the investment in BOCQ.

We assessed the inherent risk of material misstatement
by considering the degree of estimation uncertainty and
level of other inherent risk factors such as the complexity
of estimation models used, the subjectivity of significant
management judgements and assumptions, and susceptibility
to management bias.

We have performed the following procedures:

We involved valuation experts in assessing the
appropriateness of the valuation model used by the
management and the mathematical accuracy of the
calculations;

We assessed the reasonableness of key assumptions
and inputs used by the management based on relevant
supporting evidence and our knowledge of the business
and industry;

We performed scenario analysis and developed our
range of VIU estimates, by using independent inputs
and assumptions, and compared with management’s
estimates;

We obtained representations from the Group that
assumptions used were consistent with information
currently available to the Group; and

We checked and evaluated the financial statements
disclosures in relation to the measurement of
recoverable amount of the Group's investment in BOCQ.

Based on the procedures performed, we considered that
the recoverable amount of the investment in BOCQ were
supported by available evidence.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2022

355



356

B BN RS

INDEPENDENT AUDITOR’S REPORT

FARETTEE®@)
HEEHER

EGHERPOERE S e

BEARLER BRENHHA BRI EGE ) WFRERELUABR

BREEANBARIGEAC) RM
itk

NRETESH  AHEAERL
A(AHET]) 2 BRAARE
BERAF AFBIEEERA
AR EEE EHLE BHK
HBICHRIAFRASRBER
MAFERABAFRREER
NATUZEBNERRAETE
([B25HE])  TA02ET
B8RELR

REEEA B AFENE
RRANBRMALFEZRRR
BREBDBASRRER R
FRABBAHBONESOAS
REERBRLER  URAFE
TRERFENSE LASK
o RHF TR0 EC BB
1972000 F TR ER A &R
NEURERFITERAREIR
NETER22HEEE800F
TREEE  BE202F12731
=R ichint i - CikiES V-0

EAORILE  ERREN &5
RECEIRRNES  INAH
ONERIRIBRBERAE
WA - REEDBRHEELE -

DEREDN022FT ASRBNA
1+ MEUEEES1,972,000F 10
BENFUERREFER L5280
TROREaTERE Al &

SEERETREEEN
B R R BN BN ET A
REERESUAREERI TR
SRR E155 RN AR ES
TREENRFI2A3BHEA
FERA - BRAREERELY
AoBl - EXERRNALES
AEBENERNREERALR
AEEREE1 304149F T 0

DA AL EED HhE
HRBERFLNABEREESS
B REMINASEER BY
L ONSASEL ON ]
TEPREXEREE - aRE
ERLERD BHANAAMNE
WESENREN «

RRTRIFETEREHRMREE
NEhEORERRBERARRNOFE
g%

AP TEARROEARR - B2
BEREAABRRNIEN NRER
ERmHZENHRE -

o BPBAEREZED B0
TR  EREEN DL RER
WEE YEEEEREENDLE
BREMTR  TRER B
BBSE:

o RIBETEREURNALEED
BhENRBENESNAEDL
LR TR T EERNTAL
REREIER S ROEEEY
il

o B BRENIDLERRES
TEEER 18 EEENIE
BERMR THMUELEEDHE
BB R AR BTG
MATREHHAINER - R
REERERA0I Faba 7o
REHEREMEMERAL

o BFRHETEESEDEARRNEE
7 EIREBLE: R

o BARETERERFAYRMAL
BN EHROBHRRATRAR

TRl
BHE -

ZRRAANEL  CRRNEEL
wih BEEEEENENALEE
ERENRBRR AU ERA L
A -

A& pMEBEEGRAR 2022F Fi)

KEY AUDIT MATTERS (continued)

Key Audit Matter

How our audit addressed the Key Audit Matter

Recognition of the fee and commission income from the early termination of the Hong Kong Distribution

Agreement (“HKDA”)

Refer to notes 4(f) and 8 to the consolidated financial
statements.

On 8 July 2022, the Group and Dah Sing Banking
Group Limited, the ultimate holding company and
immediate holding company of Dah Sing Bank
Limited (“DSB"), announced that DSB issued a
notice to terminate the Hong Kong Distribution
Agreement (the ‘HKDA') between DSB and Tahoe
Life Insurance Company Limited (‘Tahoe Life) and
Tahoe Services Limited with effect from 8 July 2022.

Under the HKDA, DSB was appointed by Tahoe Life
as its non-exclusive insurance agent for distribution
of life insurance products in Hong Kong and Tahoe
Life as DSB's exclusive supplier of life insurance
products in Hong Kong for its retail customers for
a period of 15 years. DSB received an upfront
payment of HK$1,972,000 thousand in 2017 and
Tahoe Life agreed to pay ten equal annual payments
of HK$52,800 thousand to DSB in the first 10 years,
of which five have been received by DSB as at 31
December 2022.

Prior to the termination of the HKDA, the accounting
treatment for the payments received were recognised
as receipt in advance and were recognised as fee
and commission income over the contract term.
Following the termination of the HKDA, with the
involvement of an external legal counsel appointed
by the Group, management of the Group are of
the view that the HKDA was validly and effectively
terminated on 8 July 2022 and the upfront payment
of HK$1,972,000 thousand and the five annual
payments of HK$52,800 thousand received are non-
refundable. Therefore, management of the Group
concluded that the revenue recognition criteria under
HKFRS 15 are met and recognised the remaining
unamortised portion of the receipt in advance prior to
the termination of the HKDA as fee and commission
income in the consolidated income statement for the
year ended 31 December 2022. Accordingly, a fee
and commission income of HK$1,394,149 thousand
was recognised in relation to the early termination of
the HKDA.

The recognition of the fee and commission income
from the early termination of the HKDA is an audit
focus due to the significance of the balance and the
involvement of significant management judgements
in evaluating whether the revenue recognition criteria
are met, this includes determining the validity of the
termination of the HKDA and the refundability of the
payments received by DSB.

We understood and evaluated management's assessment for
the recognition of the fee and commission income from the
early termination of the HKDA.

We assessed the inherent risk of material misstatement
by considering the subjectivity of significant management
judgements and assumptions, and susceptibility to
management bias.

* We obtained understanding of the HKDA matters
through our review of the terms and conditions set out
in the HKDA, review of the correspondences with the
Group's external legal counsel and discussions with
management and the Group's external legal counsel;

+ We obtained management's assessment for the
recognition of fee and commission income from the early
termination of the HKDA, and evaluated management
judgements involved in their assessment and accounting
policies applied;

* We obtained written opinions from the Group's exteral
legal counsel and discussed with the Group’s external
legal counsel their analysis and views as to the validity
of the termination of the HKDA and the non-refundability
of the payments received by DSB. We evaluated
whether the analysis supported the relevant judgements
made by management with the assistance of our internal
legal expert;

* We assessed the competency, capabilities, and
objectivity of the Group’s external legal counsel; and

* We checked management's calculation schedule of the
fee and commission income from early termination of
the HKDA recognised during the year.

Based on the procedures performed, we considered the
judgements made by management of the Group in relation
to the recognition of fee and commission income from early
termination of the HKDA were supported by the evidence
obtained.
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OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises all of the information included in the
annual report other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA 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.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

The Audit Committee is responsible for overseeing the Group’s financial
reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you, as
a body, in accordance with Section 405 of 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. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional scepticism throughout the audit.
We also:

. Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

. Obtain an understanding of internal control relevant to the audit
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 Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Group to cease to
continue as a going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with the Audit Committee regarding, among other

matters, the planned scope and timing of the audit and significant audit

findings, including any significant deficiencies in internal control that we

identify during our audit.

We also provide the Audit Committee with a statement that we have

complied with relevant ethical requirements regarding independence,

and to communicate with them all relationships and other matters that

may reasonably be thought to bear on our independence, and where

applicable, actions taken to eliminate threats or safeguards applied.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Lam Hung.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 31 March 2023
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