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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. »

F4E52 Harold Wong
FOHTIRTT B R AR TR
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

RIBRIRARRITZ S

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
REATRMAEBR A -BEXETEEE
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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.

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 CERF
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
kx&s Shareholders’ funds 25,566 27,271 28,441 29,913 29,914
BIMERMTA Additional equity instruments 899 899 899 899 311
REEH Subordinated notes 5,449 5,510 3,828 4,128 3,801
EFEH Deposits from customers 172,967 182,629 190,340 196,135 199,792
BETREFIGE Certificates of deposit issued 6,535 6,751 8,126 6,590 4,229
T Total deposits 179,502 189,380 198,466 202,725 204,021
REEE(RERERY) Total liabilities (including subordinated notes) 203,796 215,022 217,951 218,168 221,861
RPEN(TREESEE)  Advances to customers (excluding trade bills) 128,628 136,947 137,577 144,313 136,530
BELRE Total assets 230,276 243,406 247,306 248,979 252,086
REREEEF Profit attributable to shareholders 2,480 2,240 1,493 1,658 1,609
2FRERE Total dividend distribution 675 675 422 478 548
LOBTTST HK$
BIREREF Basic earnings per share 1.77 159 1.06 1.18 1.14
RS Dividends per share 0.48 0.48 0.30 0.34 0.39
KEAHINT Percentage %
BRI () Loan to deposit ratio (Note 1) 77 723 69.3 712 66.9
G Note:
1. BREFRLEARFERLB(TREESE 1. Loan to deposit ratio is calculated as the ratio of total advances to
B)EERAE(BEDBITNERE) 2t - customers (excluding trade bills) to total deposits (including certificates of

deposit issued).
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BOARD OF DIRECTORS

Executive Directors

David Shou-Yeh Wong
Chairman
Hon-Hing Wong (Derek Wong)
Vice Chairman, Managing Director and Chief Executive
Gary Pak-Ling Wang
Nicholas John Mayhew
Deputy Chief Executive

Independent Non-Executive Directors

Robert Tsai-To Sze
Seng-Lee Chan

Blair Chilton Pickerell
David Wai-Hung Tam

AUDIT COMMITTEE

Robert Tsai-To Sze
Chairman

Seng-Lee Chan

Blair Chilton Pickerell

NOMINATION AND REMUNERATION COMMITTEE

Seng-Lee Chan
Chairman

Robert Tsai-To Sze

David Shou-Yeh Wong

COMPANY SECRETARY

Richard Tsung-Yung Li
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SENIOR MANAGEMENT

Harold Tsu-Hing Wong
Vice Chairman, Managing Director and Chief Executive of
Dah Sing Bank, Limited

Phoebe Mei-Chun Wong
Executive Director and Deputy Chief Executive of
Dah Sing Bank, Limited

Barbara Yuen-Lai Ma
Executive Director and Alternate Chief Executive of
Dah Sing Bank, Limited

Cliff Wai-Kin Chan
Executive Director and Alternate Chief Executive of
Dah Sing Bank, Limited

Eric Ka-Yeung Ho
Chief Executive Officer and Director of
Dah Sing Bank (China) Limited

Pak-Hung Lau
Chief Executive Officer and Director of
Banco Comercial de Macau, S.A.

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.L.LF.T.: DSBAHKHH

Website: http://www.dahsing.com

SHARE REGISTRARS 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: 2356

MAJOR BANKING SUBSIDIARIES

Dah Sing Bank, Limited
Dah Sing Bank (China) Limited
Banco Comercial de Macau, S.A.

(Please see pages 344 to 348 of this annual report for respective lists
of branches.)
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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
2004. He is also the Chairman of Dah Sing Financial Holdings Limited
(“DSFH”, a substantial shareholder of the Company as defined under
the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited), 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, DSFH 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 DSFH and the
Vice Chairman, Managing Director and Chief Executive of DSB.

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

Mr. Wong, aged 70, was appointed as a Director of the Company in
2004 and promoted as Vice Chairman in April 2011. He was appointed
as Managing Director and Chief Executive of the Company in June
2017. Mr. Wong joined Dah Sing Bank, Limited (“DSB”), a key operating
subsidiary of the Company, 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
in April 2011. He is the Managing Director and Chief Executive of
Dah Sing Financial Holdings Limited (a substantial shareholder of
the Company as defined under the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong 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 Chongging 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. Robert Tsai-To Sze
Independent Non-Executive Director

Mr. Sze, aged 82, was appointed as an Independent Non-Executive
Director of the Company in 2004. He is also an Independent Non-
Executive Director of Dah Sing Financial Holdings Limited (“DSFH”,
a substantial shareholder of the Company as defined under the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited), Dah Sing Bank, Limited (“DSB”) and Dah Sing
Insurance Company (1976) Limited. He serves as the Chairman of
the Audit Committee of the Company, DSFH and DSB, a member
of the Nomination and Remuneration Committee (“NRC”) of the
Company and DSB and the Chairman of the NRC of DSFH. He
was the Chairman of the NRC of the Company 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.

Mr. Seng-Lee Chan
Independent Non-Executive Director

Mr. Chan, aged 76, was appointed as an Independent Non-Executive
Director (“INED”) of the Company in August 2008 after his retirement
in June 2008 as the Chief Executive Officer of Heidelberg China
Limited. He has served as a member of the Audit Committee and
the Nomination and Remuneration Committee of the Company since
May 2011. He was appointed as the Chairman of the Nomination and
Remuneration Committee of the Company in August 2017. Mr. Chan
was appointed as an INED of Dah Sing Bank, Limited (“DSB”) (a key
operating subsidiary of the Company) in May 2012. He was further
appointed as a member of the Audit Committee and the Chairman of
the Nomination and Remuneration Committee of DSB in December
2017. Mr. Chan has over 40 years of experience primarily in the print
media industry and has a sound knowledge of the Asian markets,
particularly in China.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2022
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BOARD OF DIRECTORS (Continued)

Mr. Blair Chilton Pickerell
Independent Non-Executive Director

Mr. Pickerell, aged 66, was appointed as an Independent Non-
Executive Director (“INED”) of the Company in December 2017 and a
member of the Audit Committee of the Company in June 2021. He was
also appointed as an INED of Dah Sing Bank, Limited (“DSB”), a major
operating subsidiary of the Company, in December 2017, a member of
the Risk Management and Compliance Committee (“RMCC”) of DSB in
August 2018, the Chairman of the RMCC of DSB in June 2020 and a
member of the Audit Committee of DSB in June 2021.

Mr. Pickerell is an Independent Director and a member of the Finance
Committee and Nominating and Governance Committee of the Principal
Financial Group, Inc. (which is listed on NASDAQ in the U.S.). He is an
INED and a member of the Nomination Committee and the Chairman
of the Remuneration Committee of Link Real Estate Investment Trust
(which is listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”)). He is an INED and a member of the Finance Committee
and Corporate Governance Committee of First Pacific Company
Limited (which is listed on the Stock Exchange). He is also a member of
the Supervisory Committee of The Tracker Fund of Hong Kong (a Hong
Kong unit trust whose units are listed on the Stock Exchange) and a
Senior Advisor of McKinsey & Company. Mr. Pickerell is the Chairman
of Harvard Business School Association of Hong Kong Limited and a
member of the International Advisory Council of the Faculty of Business
and Economics of The University of Hong Kong.

Mr. Pickerell was a court member of The University of Hong Kong from
December 2008 to November 2014 and a member of the Main Board
and GEM Listing Committees of the Stock Exchange from July 2015
to July 2016. He was an INED and a member of the Audit Committee
of Dah Sing Financial Holdings Limited (the parent company of the
Company) from June 2013 to December 2017.

Mr. Pickerell joined Nikko Asset Management Group as the Head of
Asia and Global Chief Marketing Officer in 2010 and served as the
Chairman, Asia of Nikko Asset Management Company until July 2015.
He joined Jardine Matheson Holdings Group in 1984 and held various
positions in Jardine Matheson Holdings Group. In 2003, he joined
HSBC Investments (Hong Kong) Limited (now known as HSBC Gilobal
Asset Management (Hong Kong) Limited) as Chief Executive, Asia
Pacific. From 2007 to 2010, he served as Managing Director and Chief
Executive Officer, Asia of Morgan Stanley Investment Management.

Mr. Pickerell holds an MBA degree from Harvard Business School,
U.S.A. and an MA degree (in East Asian Studies) and a BA degree (in
Political Science) from Stanford University, U.S.A.
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BOARD OF DIRECTORS (Continued)

Mr. David Wai-Hung Tam
Independent Non-Executive Director

Mr. Tam, aged 73, was appointed as an Independent Non-Executive
Director (“INED”) of the Company in June 2021. He was appointed
as an INED and a member of the Risk Management and Compliance
Committee of Dah Sing Bank, Limited (a major operating subsidiary
of the Company) in March 2019. Mr. Tam was an INED of Dah Sing
Financial Holdings Limited (the parent company of the Company) during
the period from December 2018 to June 2021. Mr. Tam started his
career with The Hongkong and Shanghai Banking Corporation Limited
in 1968 and held various senior positions until February 1999. In
March 1999, Mr. Tam joined Hang Seng Bank Limited and was Deputy
General Manager and the Head of Commercial Banking during 2003 to
2008 and the Chief Risk Officer from 2008 until his retirement in 2012.
He was a director of Yantai Bank, a city commercial bank in Yantai,
from December 2012 to June 2017. He resigned as a Non-Executive
Director of Nameson Holdings Limited in April 2022 and retired as an
INED of Xinyi Glass Holdings Limited in June 2022. Mr. Tam is a fellow
member of the Hong Kong Institute of Bankers and the Chartered
Institute of Bankers in the U.K. and an associate of the Institute of
Bankers. He holds a master’'s degree in Business Administration from
the University of Toronto, Canada. Mr. Tam has more than 45 years of
experience in commercial banking industry in Hong Kong and the PRC.
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BOARD OF DIRECTORS (Continued)

Mr. Gary Pak-Ling Wang
Executive Director

Mr. Wang, aged 62, was appointed as an Executive Director of the
Company in 2004. He joined Dah Sing Bank, Limited (“DSB”), a key
operating subsidiary of the Company, as the Group Financial Controller
in 1995 and was promoted as a Director in 1997, responsible for the
overall financial management and control, operations and IT functions
of the Group for a number of years. Mr. Wang 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 an Executive Director
and Deputy Chief Executive of Dah Sing Financial Holdings Limited
(“DSFH”, a substantial shareholder of the Company as defined under
the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited), as well as a Director of 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, DSFH
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. Nicholas John Mayhew
Executive Director and Deputy Chief Executive

Mr. Mayhew, aged 55, was appointed as an Executive Director and the
Deputy Chief Executive 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 Dah Sing Financial Holdings Limited (the
parent company 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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SENIOR MANAGEMENT

Mr. Harold Tsu-Hing Wong
Vice Chairman, Managing Director and Chief Executive of Dah Sing
Bank, Limited

Mr. Wong, aged 53, 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) and the Group General Manager
of Dah Sing Financial Holdings Limited (“DSFH”, the parent company
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 was appointed as the Group General
Manager of DSFH in April 2011. 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, DSB and DSFH.

Ms. Phoebe Mei-Chun Wong
Executive Director and Deputy Chief Executive of Dah Sing Bank,
Limited

Ms. Wong, aged 56, joined Dah Sing Bank, Limited (“DSB”), a key
operating subsidiary of the Company, as the Group Head of Personal
Banking in February 2012, responsible for the development and
management of overall retail banking, bancassurance, retail brokerage,
wealth management businesses, private banking and vehicle financing.
She was appointed as an Executive Director of DSB in May 2012 and
an Alternate Chief Executive of DSB in May 2014. She was further
appointed as a Deputy Chief Executive of DSB in April 2022. Ms.
Wong holds a Master of Business Administration degree from Brunel
University (UK) via Henley Management College and a Bachelor of
Arts degree from the University of Hong Kong. She has over 30 years
of experience in retail and personal banking business with other banks
operating in Hong Kong, including Standard Chartered Bank and CITIC
Bank International.
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SENIOR MANAGEMENT (Continued)

Ms. Barbara Yuen-Lai Ma
Executive Director and Alternate Chief Executive of Dah Sing Bank,
Limited

Ms. Ma, aged 56, joined Dah Sing Bank, Limited (“DSB”), a key
operating subsidiary of the Company, as Group Head of Corporate
Banking in February 2020, responsible for overseeing and supervising
corporate banking business. She was appointed as an Executive
Director and an Alternate Chief Executive of DSB in February 2021.
She has nearly 30 years of solid banking experience in Hong Kong,
the United Kingdom and the United States, mainly in commercial and
corporate banking with a full spectrum of clients in various sectors.
Ms. Ma attained a Bachelor of Science degree in Economics from The
London School of Economics and Political Science.

Mr. Cliff Wai-Kin Chan
Executive Director and Alternate Chief Executive of Dah Sing Bank,
Limited

Mr. Chan, aged 51, joined Dah Sing Bank, Limited (“DSB”), a key
operating subsidiary of the Company, as General Manager and Head
of Wealth Management in 2009, and was appointed as an Executive
Director of DSB in March 2019. He was further appointed as an
Alternate Chief Executive of DSB in June 2022. Mr. Chan is Group
Head of Wealth Management and is responsible for the formulation
and execution of overall business strategies of DSB’s wealth
management business, including securities brokerage, retail wealth
management, and private banking. He holds a Bachelor of Arts degree
from the University of Cambridge and a Master degree in Business
Administration from the Harvard Business School. He is a Chartered
Financial Analyst of the CFA Institute and a Certified Private Wealth
Professional of the Private Wealth Management Association. Mr. Chan
has over 20 years of extensive experience in various areas including
financial services, manufacturing and public administration.
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SENIOR MANAGEMENT (Continued)

Mr. Eric Ka-Yeung Ho
Chief Executive Officer and Director of Dah Sing Bank (China) Limited

Mr. Ho, aged 50, joined Dah Sing Bank, Limited (“DSB”) in July 2007.
He was the Head of Corporate Development, Strategy and Investor
Relations of the Group before the appointment as Director of Dah Sing
Bank (China) Limited (“DSB China”), a key operating subsidiary of the
Company, in November 2018. He was then appointed as Executive
Director of DSB China in June 2020 and the Chief Executive Officer
of DSB China in July 2021. Mr. Ho has over 25 years of experience
in finance and banking industry in China and Hong Kong. He worked
for investment bank, international commercial bank, and international
accounting firm before joining DSB.

Mr. Pak-Hung Lau
Chief Executive Officer and Director of Banco Comercial de Macau, S.A.

Mr. Lau, aged 58, joined Dah Sing Bank, Limited (“DSB”) and was
appointed as the Chief Executive Officer and Director of Banco
Comercial de Macau, S.A. (incorporated in Macau), a key subsidiary
of the Company, in January 2020. Mr. Lau has over 30 years of solid
banking experience in Hong Kong and Macau. He started his career in
banking by joining HSBC in 1986 and immediately before joining DSB,
he was the CEO of HSBC Macau Branch.
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Against the backdrop of weak economic conditions in our major
markets, we reported a decrease in profit attributable to shareholders
of 3% to HK$1,609 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$1,695 million, an increase of 2%.

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.

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.

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.
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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 116% 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 real estate sector. 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.

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.

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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BEEMAPREE 2 KRR RB R STRATEGIC ALLIANCE WITH THE NORINCHUKIN BANK
OF JAPAN

NEEFENR7 AMRASTME B REMRPRESE ([ ZH We were delighted to announce in July 2022 that we had formed a
oS | ) EM RS S P Rt B strategic alliance with The Norinchukin Bank of Japan (“Norinchukin”).

EMhheBEDEAFIRTI S EAERS Norinchukin and DSB have entered into a Business Cooperation
Bl B ERAHARERERAT R Agreement, pursuant to which Norinchukin and Dah Sing Financial
AEFBITELRAEENERRELEY - 858 Holdings Limited and DSB will work together to promote (i) the food and
FTHRARMEEE  PEREMEOBARRREE agricultural business, including but not limited to the export of Japanese
D Ry BT R AE B MRT R - food and agricultural products to Hong Kong, the PRC and Macau; and

(i) the banking businesses of both parties in the Greater Bay Area.

RITRITRBEMAPRE ER2022F7 A7
HEAMSRPOBITEESEGEE
EEA

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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BEEMPREE 2 R ERHRE @ STRATEGIC ALLIANCE WITH THE NORINCHUKIN BANK
OF JAPAN (Continued)

FAIEH BB 2P RS B ARARNE We would like to extend our most sincere welcome to Norinchukin as a

B R B RS ER A WHBRIREFET strategic and business alliance partner, and look forward to building the

FRYMEE - relationship further in the years to come.

FHEBSLE R EEREEN2022F9A5H
FEnEMR RS ERRAETT

Visit of Mr. Harold Wong and Mr. Nicholas
Mayhew to the Head Office of The Norinchukin
Bank in Tokyo on 5 September 2022

FREEEEH CHANGES OF THE BOARD DURING THE YEAR
AATEESHABEKNERNBETAEST - There was no change in the Board composition of the Company during
the year.
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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.

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.
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FUTURE PROSPECTS (Continued)

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.

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

year are summarised in the table below:

The highlights of the Group’s consolidated financial performance for the

20224 20214 2%
2022 2021 Variance
REE Net interest margin 1.85% 1.72%
BEAT HK$ Million
EERA Operating income 6,826.3 5,384.2 26.8%
MR EEREEEN 2 Operating profit before credit 3,810.3 2,363.0 61.2%
&8 i ) impairment losses
MR EEREREBE Operating profit after credit 3,007.2 1,989.7 51.1%
i A impairment losses
MR AT ) Profit before taxation 1,970.0 1,965.7 0.2%
FEwF Profit for the year 1,608.8 1,657.6 (2.9%)
TRIEREEE ARIIREEIG 2 Profit attributable to shareholders 2,635.1 1,716.8 53.5%
M SR B 1 N I excluding the share of net profit
B2 BRFRFEIR ST from and impairment and loss
on dilution on investment in an
associate
EFEEXR Advances to customers 136,530 144,313 -5.4%
BPFHR Customers’ deposits 199,792 196,135 1.9%
BRI T TF SR Certificates of deposit issued 4,229 6,590 -35.8%
FRAES Total deposits 204,021 202,725 6.4%
BIEE® Subordinated notes 3,801 4,128 -7.9%
BER(TBEESZE)EFHR Loan (excluding trade bills) to deposit 66.9% 71.2%
(BIEEEITHF )L E (including certificates of deposit
issued) ratio
FASEUA LR Cost to income ratio 44.2% 56.1%
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FINANCIAL REVIEW

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.

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.
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FINANCIAL REVIEW (Continued)

Amid the difficult market conditions, our profit attributable to
shareholders in 2022 decreased 2.9% to HK$1,608.8 million, mainly
due to the moderated performance 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$1,694.9 million, which was at a similar
level to 2021.

With weaker local and international market conditions in 2022, the
Group reported a decrease in profit attributable to shareholders by
2.9%. Operating income was 26.8% higher than 2021, mainly driven by
higher net interest income from a wider net interest margin mainly and
higher asset yields during the year. Net fee and commission income
increased significantly by 87.8%, attributable to the one-off recognition
of unamortised fee arising from the termination of the HKDA with Tahoe
Life. Net trading income dropped in the year due to higher funding swap
cost, in response to a narrowing HIBOR/LIBOR rate differential when
compared with the prior year.

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.
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FINANCIAL REVIEW (Continued)

The Group’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%. The Group 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.

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.

BRRB BN EED TTHR P RESDERRITH O RIESH
B BAEARITHEERTER/NEEBE ST HIE T
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.

e a—
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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.

R0 F BRI AR REFE - &
#1 VIP SRITIE PBE E RS 8L K -
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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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.

TS BT IRAZ = - RFTIRTTAE20224F 5| A RHT 8518
B - HR B E A RN FIRE T AR - ENTERE
28R BIRTINEES AL o

DSB continued its digital transformation journey with
launches of various new digital initiatives in 2022, including
the revamp of its e-banking platform with uplifted interface
design and enhanced usability.

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.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)

Personal Banking (Continued)

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.

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 Hong Kong
distribution agreement (“‘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 Personal 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.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)

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 1lI”), 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.

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.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Corporate Banking (Continued)

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.

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.

RARITEEN0FRERF B/ PR
gREEN R EERERER] SFEEE
Z%JEFEF' PEERERESR] - URGAIIR
THF MR REFERL

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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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)

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.

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.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
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.

RFIRERITXORFVEMEE — REETR
MBI RTES

Banco Comercial de Macau X AustCham
Macau Investment Luncheon Seminar -
Economic outlook and updates for investors in
Macau
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Banco Comercial de Macau (Continued)

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.
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EBRREBEm HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
RPIREERT ) 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#: 72 E A E2022
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.

RETRIT (R ) 2 BRI TIR MR R Z ke
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. DSB 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”).
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HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
Dah Sing Bank (China) (Continued)

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.

ARFERIT(PE) A LIERIMERREHEAR
e ETRATEERIBER -

DSB China provides mortgage loan for local and
non-local residents with CNY/USD and HKD.
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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 (the
“VIU”) 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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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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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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20224 20214

rEE The Group 2022 2021
PR T 2 B ANERR Capital base of banking subsidiaries

(LAE&#TTaT) (HK$ million)
M»12A318 At 31 December
— B AR — Common Equity Tier 1 26,268 24,354
—— — Tier 1 27,436 25,252
——% —Tier 2 5,791 5,854
g 2 B AR K4z Total capital base after deductions 33,227 31,106
- Ay Capital adequacy ratio*
—LEARE—R — Common Equity Tier 1 15.2% 14.2%
——& — Tier 1 15.9% 14.7%
) — Total 19.3% 18.1%
TRED I HES R Liquidity maintenance ratio 50.4% 46.9%

(FEFH) (average for the year)
. 2022912 A31H KX2021F12A31B 2 E AR 2 * The capital adequacy ratio as at 31 December 2022 and 31 December

Lo R Ty RHRT (R 3ERPI R R IRTT ORI IRTT
(FED)WEmAaMR - DESE(RITE(ER)R
ADRIZEEZMIBTEINERES - ZFABEATR
LEMEE O E B MIZRRMIEERR o

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.

TRENE MRS L R TR R R T (R IERPIR R T
RAFFT(PE)) R BRFEE12EANSE A calendar month’s average consolidated liquidity maintenance ratio of DSB
Z AR A R M At R AR B CRITE R B (covering BCM and DSB China) for the twelve months of the financial
RANDE - year, computed in accordance with the Banking (Liquidity) Rules.

The liquidity maintenance ratio is calculated as the simple average of each
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CAPITAL AND LIQUIDITY (continued)

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

The 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.

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 Dah Sing Bank’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.
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HUMAN RESOURCES (Continued)

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, three real life interviews
showcasing daily work experiences of six DSB employees from different
departments were recorded and broadcasted internally.

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 2,875 in 2021 to 2,903 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 Banking Group 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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2022

43



EEER®RS

CORPORATE GOVERNANCE REPORT

EE2mw)
BEE2wm)

EEECBEEALEBARSEE BERTER
CWHEEETEECZHBER T TITRZEE (F
BEENRUATHE) - BIEEESREBE TS

ETEHEKESE2BRERAREZ  TE8
BRYEEeETZEERE - Z5REEH
BE

— EBEBZEEREMNERE

- BRFEEERESTE Eﬁ%%%ziﬁ&ﬁﬂﬁ
HE

- BUREZRERER

- RREEBENZARER  URETERE
TREE BT

- HIEREEES  UERIEE - ITEJ%@%
EXl - MRIITEETEE - BRERE
EIHES

— BTEEEREFHENLEREE

- ﬁEEﬁ%ﬁZWﬁB%Ef&W%#T“

—  TETEREE - EBERAREEZHEBX

- PREIBRRIMEMNEFENEZERZIRS

- BAUBIHEFHCEARABEBHE
k2B RB) KENREBEA

~ EEEERERNESLAEERZELIRE
S8

—  HIEMRFCETAREREAZ LT
Biae

—  EEEEEHRREER NN RR0R
i EiERER

—  RREEAATEEEE  HEREE
EEERAER - YRR AERERNE
% HEREAZARTERNBELRSR

44 KErRITEBAR AR 2022F FiK

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

- 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
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BOARD OF DIRECTORS (Continued)
Board Composition

As at 31 December 2022, the Board comprised 8 Directors, namely
Mr. David Shou-Yeh Wong (Chairman), Mr. Hon-Hing Wong (Derek
Wong) (Vice Chairman, Managing Director and Chief Executive), Mr.
Gary Pak-Ling Wang and Mr. Nicholas John Mayhew (Deputy Chief
Executive) as Executive Directors (“EDs”), and Mr. Robert Tsai-To
Sze, Mr. Seng-Lee Chan, Mr. Blair Chilton Pickerell and Mr. David
Wai-Hung Tam 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.

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.
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BOARD OF DIRECTORS (Continued)

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

NEDs (including INEDs)

The Company has 4 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 Articles
of Association.
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BOARD OF DIRECTORS (Continued)
NEDs (including INEDs) (Continued)

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.

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.
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BOARD OF DIRECTORS (Continued)

Board Process (Continued)

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.



ERERRE

CORPORATE GOVERNANCE REPORT

30 ) BOARD OF DIRECTORS (Continued)
BEEEHEE Corporate Governance Functions
EFeAERTLEEABERE The Board is responsible for performing the corporate governance

duties including:

-  HERRSARENDEEARERER

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

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

— BAAREEEETERREE R TS EIK —  to review the Group’s policies and practices on compliance with
KRER legal and regulatory requirements

— BAMEE REZNRTEIREHRFM - to review the code of conduct and compliance manual applicable

to employees and directors

— BAAREESTEEEATRIMIERRBE —  to review the Company’s compliance with the CG Code and
EREEBRENNEE approve disclosure in the Corporate Governance Report
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BOARD OF DIRECTORS (Continued)

Corporate Governance Functions (Continued)

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

- ESG development and progress made against ESG strategy

- Revised Terms of Reference of the Nomination and Remuneration

Committee

- Revised Group Remuneration Policy

- 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

- Continuing Connected Transactions
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BOARD OF DIRECTORS (Continued)

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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EEgw BOARD OF DIRECTORS (Continued)
EEeRE Delegation by the Board

EEOBR T RARGLEATNEEGUREZEZE The Nomination and Remuneration Committee and the Audit
T U EEERITERE - Committee were set up under the authority of the Board, to assist the

Board in carrying out its responsibilities.

EET  RANMFNZESURERZEZ 2R The current composition of the Board, the Nomination and
EXREEESFIINAT Remuneration Committee and the Audit Committee is as follows:
=g Board
BOTES EDs
EFRE(FRE) David Shou-Yeh Wong (Chairman)
=R (FEE Hon-Hing Wong (Derek Wong) (Vice Chairman,
BEFBICIEFTIHARH) Managing Director and Chief Executive)
FiR% Gary Pak-Ling Wang
BBEE (BT TEAES) Nicholas John Mayhew (Deputy Chief Executive)
BIkBTES INEDs
s EMR Robert Tsai-To Sze
Gl Seng-Lee Chan
*mE Blair Chilton Pickerell
PR David Wai-Hung Tam
RER Nomination and
FHESS Remuneration Committee EREEE Audit Committee
BYKHITEE  INEDs BAFETEE  INEDs
BRESFI(E£/E) Seng-Lee Chan (Chairman) SEE(EE) Robert Tsai-To Sze (Chairman)
£ &k Robert Tsai-To Sze ER A5 A Seng-Lee Chan
EmE Blair Chilton Pickerell
HITES ED
FFE David Shou-Yeh Wong

52  KEETEEARAT 2022F F5K




CEERRE

CORPORATE GOVERNANCE REPORT

=3¢ ) BOARD OF DIRECTORS (Continued)
EEREAMRIEI Induction and Training for Directors

ARRGMHEENESRHEEERETFMEA
RAZER  YHEBREBELEN  ARRES
HAKENEEREBHEEENIER - L&A
BAGEMRBERLRETHRE - QB IFE
MESBEEXEERIBIITHES  UHEREES
FNAEREEBEREERIRO TORE

EEO2ENEEXRR  BRIYFNRENH
NigE - RFEEAN  AABRESLHENE -
FBEESEHC AR RMERMEEN2022/E R
FAlEORDER

BEENFEANCEX TS 2153

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

Directors participated in continuous professional development to
develop and refresh their knowledge and skills. During the year, the
Company has organized board briefings for Directors. All Directors
provided to the Company Secretary a record of the training they
received in 2022.

The Directors received trainings on the following areas during the year:

b
Training Areas
EERE/ SEER REEE/
TEER REE %,/ 0%
Regulatory/ Group’s  Macroeconomics/
Corporate Business and Business/
S Directors Governance Management Financial
BUHHITEE INEDs
£ &M Robert Tsai-To Sze v v/ v/
BB Seng-Lee Chan v/ v /
i Blair Chilton Pickerell v v v
R David Wai-Hung Tam v/ v v/
HITEE EDs
B David Shou-Yeh Wong / v v/
BEH Hon-Hing Wong (Derek Wong) / v /
FrZE Gary Pak-Ling Wang v/ v /
Vil Nicholas John Mayhew / v v
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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 review and endorse 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. Seng-Lee Chan
(Chairman), Mr. Robert Tsai-To Sze 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 four 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:

- Reviewing and endorsing the remuneration levels for executive
directors and senior management

- 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 will appoint at least one female Board member before the
end of 2023. 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
judgments 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. Seng-Lee Chan and Mr. Blair Chilton Pickerell. 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
up to June 1996. 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 three times a year with
the Company’s senior Management, the head of internal audit and the
external auditors. Starting from 2022, four regular meetings of the AC
are held each year. In 2022, a total of four 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. In
addition, a report highlighting the matters reviewed and dealt with by
the AC is submitted to the Board on a half-yearly basis.
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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:

— 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
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ExZEEe-FERZEEETW BOARD COMMITTEE — AUDIT COMMITTEE (Continued)

- EEBAEECEREREHMEET SR - Review of updates from the Compliance Division of the Group on
BER(EERER 2B REEH the Hong Kong Monetary Authority (‘HKMA”) examinations and
AEE BRERTEASEREZRCER regulatory concerns, management’s actions in implementing the

HKMA'’s recommendations

—  EBHBEBEHASEM 2z EEMST EY —  Review of the highlights of major new accounting and financial
AR RIS B8 - ARENZEE reporting standards and guidance issued by the Hong Kong
BIRIESIaASEE & Institute of Certified Public Accountants, and impact to the Group

on their adoption

—  EHRER022FEHMBmMEAR 2 FEGET —  Review of significant accounting treatments for the preparation of
BIEF R 2022 financial statements
23 R ATTENDANCE RECORDS
BEREFLF022FEFER%  BXEEEY The attendance of individual Directors at the Board meetings, Audit
o RERTHEZEEgeRR2022FRRBFK Committee meetings, Nomination and Remuneration Committee meetings
FERILBEHEENNT and the 2022 Annual General Meeting held in 2022 are as follows:
EE/ AERLRE

Attended/eligible to attend

EAREH HiE20225
ZE® RRBEAS

E%ZEE  Nomination and Attended
Ezg Audit Remuneration 2022 Annual
B3 Directors Board Committee Committee  General Meeting
BUEHITEE INEDs
£ &M Robert Tsai-To Sze 4/4 4/4 4/4 v
BRI Seng-Lee Chan 4/4 4/4 4/4 =
*haE Blair Chilton Pickerell 3/4 3/4 N/A -
R David Wai-Hung Tam 4/4 N/A N/A v
HITEE EDs
ETE@ David Shou-Yeh Wong (e 4/4 N/A 2/4 =
HEH Hon-Hing Wong (Derek Wong) 4/4 N/A N/A v
B2 ()3 Gary Pak-Ling Wang 4/4 N/A N/A v
B Nicholas John Mayhew 4/4 N/A N/A v
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ATTENDANCE RECORDS (Continued)

Note: Pursuant to code provision F.2.2 of the CG Code, the chairman of the
board should attend the annual general meeting, and he should also
invite the chairman of the audit, remuneration, nomination and any other
committees (as appropriate) to attend. In light of the 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), Vice Chairman, Managing Director and Chief
Executive of the Company, took the chair of the 2022 AGM. Due to the
lockdown measures adopted by his country caused by the COVID-19,
Mr. Seng-Lee Chan, Chairman of the Nomination and Remuneration
Committee (“NRC”) of the Company, was unable to come to Hong Kong to
attend the 2022 AGM. A member of the NRC of the Company was present
and available to answer questions from shareholders at the 2022 AGM.

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.



BESE:LAC )
AR B 42

i%AF%EEEJEE,\%‘JET&Z’E%@%ZWE‘B%
%IJF NEPE RIS RBEE R R EEEE -
REEGIEREZEE @E%%ﬁﬁlﬁﬁ$§%
@Zﬁﬁ‘%ﬁfﬁﬁﬁﬁ’z%ﬁ BN AR - K
M2 ZXBTH  AEREHAFAREZE
7 ERETEREPIRBAR - MRHEEAR
EHERRRHIES]  NEKARR ZBE - A
o AEBZANEEREFENHEARE B
KAHMEHEHE IR MIFBE 2 RE »

R B B3R SL I S DA S B AR SR ES
BFOT:

CHITE

-  RIBMIZERARK
R - FEMENEE -

R ARBRAEZ

- Efc\;ﬁiﬁgﬁ LABEER R P ) 2 KR fge
= WEERK - RBEERFIERRRE *5»“%
YERf &/\iﬁﬂﬁ“ °

- EHRAREEEABRRERZEEWMEAR
B2 EBRR - BYBRBRRAERETR
B2y EF2e8FEHNAKRBZEBTR
BRI -

ERERRE
CORPORATE GOVERNANCE REPORT

ACCOUNTABILITY AND AUDIT (continued)

Internal Controls

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

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

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

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

- Regular reporting of the performance of the Company’s
businesses to senior management and management committees.
Actual performance results against budgets are closely
monitored. The Board reviews the Group’s business and financial
performance on a quarterly basis.
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ACCOUNTABILITY AND AUDIT (continued)

Internal Controls (Continued)
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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.

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.
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ACCOUNTABILITY AND AUDIT (continued)

Internal Controls (Continued)

- 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.

Assessment of Internal Control System

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

Under the direction of the Audit Committee, 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.
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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.

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.
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)

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 52% female and 48% 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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EXTERNAL AUDITORS’ INDEPENDENCE AND
REMUNERATION (continued)

The remuneration paid/payable to PwC in respect of audit services and
non-audit services for the year ended 31 December 2022 is set out as
follows:

BEXft AXfFZEA
Fee paid/payable
(F#&x)
RARD TR IRE Services rendered for the Company (HK$’000)
BERRS Audit services 12,868
FEZLAIMNRTE - Non-audit services:
. FBHLEMOBUNTISFE . Review of the updated Euro Medium Term Note 286
SREEI([5HE1]) RARF Programme (the “Programme”) and professional work
RITIERTEI N BITHRE on new subordinated note issue of Dah Sing Bank
BN FEETIE under the Programme
. HEERREE  BEEk . Compliance reviews and independent assessments 2,718
BIE  HERRSMIERSE on operational risk management, technology risk
RS R LB AT management, new IT system projects etc.
. PR EEEBBERA . Tax compliance review on taxation computation and 554
RIB IR B MFA RS 2 advisory service on compliance with new tax regulations
RBeaRES relevant to the Group
. HAh . Others -
e Total 16,426
BRRZBE COMMUNICATION WITH SHAREHOLDERS
BNER Effective Communication
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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.
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COMMUNICATION WITH SHAREHOLDERS (continued)

Effective Communication (Continued)

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.

Convening an Extraordinary General Meeting

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

The requisition must (i) state the objectives of the meeting, (ii) be
signed by the requisitionist(s) and (iii) be deposited at the Company’s
registered office at 26th Floor, Dah Sing Financial Centre, 248 Queen’s
Road East, Wan Chai, Hong Kong or in electronic form. It may also
consist of several documents in like form, each signed by one or more
requisitionist(s).

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

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

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

A meeting so convened by the requisitionist(s) shall be convened in the
same manner, as nearly as possible, as that in which meetings are to
be convened by the Directors.

Any reasonable expenses incurred by the requisitionist(s) by reason of

the failure of the Directors to duly convene a meeting shall be repaid to
the requisitionist(s) by the Company.
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COMMUNICATION WITH SHAREHOLDERS (continued)
Putting forward proposals at general meetings

Shareholders representing not less than 2.5 percent 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.
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COMMUNICATION WITH SHAREHOLDERS (continued)

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.

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.
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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.

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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CONTINUING CONNECTED TRANSACTIONS

In respect of the continuing connected transactions as set out in Note
43 to the financial statements, all the INEDs of the Company have
reviewed the said transactions and confirmed that the said transactions
have been entered into:

(1) inthe ordinary and usual course of business of the Company;
(2) onnormal commercial terms; and

(38) in accordance with the relevant agreements governing them on
terms that are fair and reasonable and in the interests of the
Company.

Further, the Company has engaged its external auditors, PwC,
to report on the Company’s continuing connected transactions in
accordance with Hong Kong Standard on Assurance Engagements
3000 “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice Note
740 “Auditor’s Letter on Continuing Connected Transactions under
the Hong Kong Listing Rules” issued by the Hong Kong Institute of
Certified Public Accountants. PwC has issued an unqualified letter
containing their findings and conclusions in respect of the continuing
connected transactions set out in Note 43 to the financial statements
in accordance with Rule 14A.56 of the Listing Rules. A copy of the
auditor’s letter needs to be submitted by the Company to The Stock
Exchange of Hong Kong Limited.
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RIR - HERER 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
2021%F - AEBEBIEEDHARATNFAEE has moved away from a compliance-driven approach and adopted an
R EA T HEMNESGEKER - BIZE RN ESG strategy in 2021 covering the following areas, targeting to make
ERNEESG © 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 A SME (Y E BB 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 & Sustainable Banking (“GSB”) and differentiate with SME focus

RERURERT RAGSBIRME ML ETeE ) - BEREELEEER

Green & 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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RiIE HEBRERE ENVIRONMENT, SOCIAL AND GOVERNANCE (Continued)
THEBE-ZUREBL2ENEYK  BEASTANE

Workplace — Build an engaged workforce to enhance employee loyalty

XA RBERREST RIBBIERT  HEASEN U REER

Culture & Ethical Behaviours Promote ethical behaviours to uphold the Group’s Culture and Values
EIRER RAB TR RER N - DUDE AR R

Training & Development Enhance organisation and leadership capabilities for future-ready workforce
EEREL RBREEEM - IRHEBEERERNTIERE

Health & Well-being Promote health awareness and provide flexible and healthy work environment

HE-SEHRREA BRI SRR

Community — Enrich our community strategy to enhance impact

BLFHE XEFEELFHE - USTEAM(RIZ - B - T8 - 2l - H2)AE% REEREA
B2
Youth Education Support youth education with a focus on STEAM (Science, Technology, Engineering,

Art and Mathematics) and targeting under-privileged children

BELERE BIEERS BESOFIEER

Youth Sports Promote sports as a means of nurturing all-round youth development

ESGEHE REmitBEYESGHER - IEMITER FHERR

ESG Awareness Raise the awareness of ESG matters in the community for promoting sustainable

development

IR SMET2EE TR  DfEtE

Volunteering Engage our employees to contribute to the society through volunteering activities

BRIE— B HIRIBARERUEE - MRS RETE L EERCE
Environment — Sharpen our focus on environmental KPls for strategic impact and operational efficiency

BRIZEW A RPIEIRR R - WEE e RS

Environmental Footprint Reduce our environmental footprint and influence our supply chain

3 idle BRBB(CEENBRTPRBEHBET A RO ARERE

Paperless Reduce paper consumption through digitalising operational processes and engaging

customers on digital adoption

ETIZHEKRSH RABTIRREN  SEGETHEER
Staff Awareness & Engagement 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

o 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:

J Launched the Group’s first Culture Week

. Launched new training series in ESG, Digitalisation and
Leadership

. 72,864 training hours conducted in 2022

o Gender diversity of full-time employees with 48% male and 52%
female


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

Community:
. A total of 487 volunteers contributing 3,189 volunteering hours

. 2,913 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

. 8% reduction in non-hazardous waste generation
o 6% 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
Governance (ESG) — ESG Report & Achievement). The ESG Report
2022 provides an annual update on the ESG initiatives, plans and
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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Record date
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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 Banking Group Limited (the
“Company”) is banking investment holding. The principal activities of
the subsidiaries are shown in Note 26 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 109.

The Directors declared an interim dividend of HK$0.10 per share and a
total of HK$140,575,213.20 in cash was paid on 21 September 2022.

The Directors recommend the payment of a final dividend of HK$0.29
per share in cash, totalling HK$407,668,118.28.

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

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

BEPHRARG B S R 20236 A8 H (2HM) TF4K30%
Latest time to lodge transfers 4:30 p.m. on 8 June 2023 (Thursday)
TR RELFE(BRERWK) 20236 H9H (EHH)F20235F6 A 13H(E2H =)
Closure of Register of Shareholders (both days inclusive) 9 June 2023 (Friday) to 13 June 2023 (Tuesday)
0% A AP 20236 A13H (E2H =)
Record date 13 June 2023 (Tuesday)
REARL S FEERIREE B 2023F6A21H(E2H=)
Expected final dividend payment date 21 June 2023 (Wednesday)
("B 1R EE, 2 IR B EAS ) (*subject to shareholders’ approval at the forthcoming annual general meeting)

FE R E SR AQ R BE(EIENR During the periods of the closure of Register of Shareholders, no share
DBPERFE - MERNIBE X HER B transfers will be registered. For registration, all transfer documents
ENERABRBZE IR B PR B RRER accompanied by the relevant share certificates must be lodged with
NEIZBRHOBREE SR RBLATLZER AT I the Company’s share registrar, Computershare Hong Kong Investor
BB FE - i AT EETEFEAEE183RES Services Limited, Shops 1712-1716, 17th Floor, Hopewell Centre, 183
AP LA7HE1712E1716 = © 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 the 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 38 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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Exg DIRECTORS
RFEEARERNREEBPIEAAREEF A ¢ The Directors of the Company during the year and up to the date of this
report are:
T David Shou-Yeh Wong
*TE Chairman
=R Hon-Hing Wong (Derek Wong)
BILE - EFAAIEFTIHARE, Vice Chairman, Managing Director and Chief Executive
] Robert Tsai-To Sze*
R Seng-Lee Chan*
FimEr Blair Chilton Pickerell*
B David Wai-Hung Tam*
FlaZE Gary Pak-Ling Wang
HEEE Nicholas John Mayhew
BT T AR E, Deputy Chief Executive
* HUIHTEF * Independent Non-Executive Directors
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DIRECTORS (Continued)

In accordance with Articles 107 and 108 of the Company’s Articles of
Association, one-third (or the number nearest to and at least one-third)
of the Directors being those who have been longest in office shall retire
by rotation at each annual general meeting. The Directors retiring under
Articles 107 and 108 are, however, eligible for re-election. Accordingly,
Messrs. David Shou-Yeh Wong, Nicholas John Mayhew and Seng-Lee
Chan will retire, and being eligible, offer themselves for re-election at
the forthcoming 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 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.
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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 (or, where applicable as regards
Director appointed subsequent thereto, since the date of announcement
for appointment) and up to the date of this Annual Report are set out
below:

(@) Mr. Blair Chilton Pickerell
Independent Non-Executive Director

- Appointed as a Senior Advisor of McKinsey & Company
with effect from 8 September 2022

(b) Mr. Gary Pak-Ling Wang
Executive Director

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

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

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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2022

87



EFEEREE
REPORT OF THE DIRECTORS

MEXRES

AEBAREAEEGRES YL - HEAR
AMBRARESG L 2MEFTREIINAESS
BESHRZIMBARES | —HR -

EERTHRARER

M2022F 12 A31H - IRIB(HEH LB EGIDE
XVE + KRB ZESR RITREBH B AR RK
HAA AR EE (T & R(GEHF LA EANEXV
) MARAARRESHEZIAERAF(E
BRSEH]) BRI’k - ARG REHFOEZ
(BIRRB(GESH KB IEH]) 2 e M A A8 1E
B zERERAR)  SIR(ES RBEKRIDEE
MEE 2 B MaTE - EER(ETEITAES
BITEFRFNRETADRAARMIRMNZES
FBHERZTA(ETEBEHZETA ) MAMNEG A
REIRBEAER G2 EmBABIAT

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
(the “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:

EEBTRS

By R

KATEERRS, EERAYE ; Wtf

Number of ordinary shares/underlying shares of the Company ercentage o

interests in

BAER EEER Hrs RitER the total

Personal Corporate Other Total number of

! Director Interests Interests® Interests Interests  issued shares
TFE David Shou-Yeh Wong - 1,045,626,955@ - 1,045,626,955 74.38%
Tl Gary Pak-Ling Wang 2,884,691009 - - 2,884,691 0.21%
e Nicholas John Mayhew 4,491,0764 - - 4,491,076 0.32%
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EERTHARES @ INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)
EERTREG
AFEREBERATLERKS,HERAHE RE2RR
Number of ordinary shares/underlying shares of ARt
Dah Sing Financial Holdings Limited Percentage of
interests in
BARR EERERY Hitgs BitER the total
Personal Corporate Other Total number of
= Director Interests Interests™ Interests Interests  issued shares
TFE David Shou-Yeh Wong - 137,285,682¢) - 137,285,682 42.96%
BEE Nicholas John Mayhew 72,7007 - - 72,700 0.02%
EERTRE
EERTROERAT -ARLBRRA HERAEE agEs
Number of ordinary shares/underlying shares of BAt
Bank of Chongging Co., Ltd. - A shares Percentage of
interests in
BAER EEER HitEz CHE the total
Personal Corporate Other Total number of
= Director Interests Interests™ Interests Interests  issued shares
BEE Hon-Hing Wong 4,600 - - 4,600 0.00%
e Notes:
(1) FEERDEREFNREREG LAESH=D2 (1)  The corporate interests were in respect of shares held by companies in

— A LIRERZ REFREZ D o

which the director controlled one third or more of the voting powers at
general meetings.

(2) ZEBRNEEAFTEREEARABBAELARR @)
7437% 1 H - MARIE(ESR RBTRG)E
XVEREEA T TERE A ERERER AR
42.96% H et st MU BREE A AR IR 2
B - AR AT TERB IR QA
BZARREE A -

Such shares included the indirect corporate interests of David Shou-Yeh
Wong in the Company under Part XV of the SFO by virtue of his beneficial
interests of 42.96% in Dah Sing Financial Holdings Limited which held a
controlling interest of 74.37% in the Company and interests in the shares
of the Company held through a company controlled by David Shou-Yeh
Wong.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

Notes: (Continued)

®)

The personal interests of Gary Pak-Ling Wang comprised of (a) interests
in 934,691 ordinary shares of the Company; (b) interests in share options
in respect of 450,000 underlying shares of the Company as disclosed in
the section titled “Share Schemes of the Company and its Associated
Corporation”; and (c) deemed interests in 1,500,000 notional underlying
shares of the Company relating to cash-settled share-based incentive
options granted by the Company as explained in note (5) below.

The personal interests of Nicholas John Mayhew comprised of (a)
interests in 2,541,076 ordinary shares of the Company; (b) interests in
share options in respect of 450,000 underlying shares of the Company
as disclosed in the section titled “Share Schemes of the Company and its
Associated Corporation”; and (c) deemed interests in 1,500,000 notional
underlying shares of the Company relating to cash-settled share-based
incentive options granted by the Company as explained in note (5) below.

The Company 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 the
Company 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 the Company.

The corporate interests were in respect of shares held by a corporation
in which the director controls 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.

The personal interests represented the interests of Mr. Nicholas John
Mayhew in the Share Award Scheme of Dah Sing Financial Holdings
Limited, as disclosed in the section titled “Share Schemes of the Company
and its Associated Corporation”.

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 executives’

interests and short positions.
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EERTHARES @ INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)
B _ESCPTHRRR LA R A [ AN B R HoARB VAR 2 AR 17 Save as disclosed above and the details as disclosed under the section
FTE| | — AT BN - 2022912310 © AR titled “Share Schemes of the Company and its Associated Corporation”,
RAIESHITRAER NERE ZBEATHERAK as at 31 December 2022, none of the Directors or Chief Executive
NRIREA AR EE (E& R(EH LB KO of the Company and their respective associates had any interests or
EXVER) 2 fn - RN RESHFTHEBEAER short positions in the shares, underlying shares and debentures of the
NARCES MEE GG E 3526 R EHTF < B35 Company or any of its associated corporations (within the meaning
MR XRBEEFFETAERHNEEARE R of Part XV of the SFO) as recorded in the register required to be kept
BRIz FAfE=SAR © 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.
ARAREREEE 2 R0 8 SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION
() &xAF (a) The Company
I. AR HEEZ) I. Share option scheme
R2014F5H27H - ANARBERLAE On 27 May 2014, the shareholders of the Company
FANR AR R B ([ RETIRIT SR E AR approved the adoption of a share option scheme (the “DSBG
REETED) o Share Option Scheme”).
BREBEEABHAERIMERAFFESFL In accordance with the requirements of The Rules
MRAI(TCEMRED]) - R¥RITE Governing the Listing of Securities on The Stock Exchange
E R T BN T of Hong Kong Limited (the “Listing Rules”), a summary of

the DSBG Share Option Scheme is disclosed as follows:

(1) FrEWE® (1) Purpose of the scheme:

FrEIE MERE - BE LK The purpose of the scheme is to attract, motivate
BRERITHRABUBEED and retain high quality executives to contribute to the
¥BRER - Group’s business and growth.

(2) EEI2EA (2) Participants of the scheme:
FrEEERSEABERART Eligible participants of the scheme included directors
MEMBRARICEERIEEE and employees holding supervisory positions in the
BRNES - Company and its subsidiaries.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

(@) The Company (Continued)

l. Share option scheme (Continued)

@)

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 the Company as
at the date of this Report of the Directors.

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. 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.
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REPORT OF THE DIRECTORS

SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

(a) The Company (Continued)
I Share option scheme (Continued)

(6) Vesting period of options granted:

The vesting 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. None of the existing
share options granted under the scheme shall be
exercisable within one year from the date of grant.

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

The amount payable on acceptance of an option is
HK$1 and must be made within 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 2014 and
expiring at the close of 26 May 2024.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (continued)

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

The particulars of interests in options to subscribe for
ordinary shares of the Company granted under the DSBG
Share Option Scheme and information that is required to be
disclosed in accordance with the Listing Rules are set out

below:
AREEEZAAARAER
Number of the Company’s shares underlying the options
2025/
R2022 HE/AN RoonfE e BiA e
1818 20225 R 2022FR  Cancelled/ 12A318 Exercise Grant Exercise
58 R fircd lapsed by price date period )
Heldat  Granted  Exercised during Held at (8x) (B/R/®) (R/B/%)
EBEA Grantee 112022 during 2022  during 2022 2022 311212022 (HKS) (DINY) (DIVY)
£ Directors
THA Gary Pak-Ling Wang 450,000 - - - 450,000 1824 26/04/2018  26/04/2019 -
26/04/2024
BiEE Nicholas John Mayhew 450,000 - - - 450,000 18.24 26/04/2018  26/04/2019 -
26/04/2024
HitfESMEE®  Aggregate of other 300,000 - - - 300,000 18.24 26/04/2018  26/04/2019 -
employees® 26/04/2024
i Notes:

(1) FEREAIRITRERRETE
TREZBBRERET HEFE
A= £5EBF D5 FHEBER
TATTEE -

(2 WREEDNERTETAEREL ®
ERANREIELENBRARNE
= RFPITBABRERAS -

(3 AERBEERLAMHATFEE
AR PR 2 et BRI MR 2 B
EFBEHNGE M ERRM 44

72022491 A1 8 K&2022412 A31H
RIEARFTIRITE B R AE TS AR
R AES B 15/568,876,781F% °

94 kEETEEARAT 2022F F5K

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

(2)  Share options were granted to certain eligible employees,
who are directors, senior executives or officers of the major
operating subsidiaries of the Company.

3) Details of the computation of the fair value of options at
the date of grant and the accounting standard and policy
adopted are shown in Note 44 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
and 31 December 2022 was 68,876,781.
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REPORT OF THE DIRECTORS

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 “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:

M

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:

Eligible participants of the scheme included any
director or employee of the Company or any other
member of the Group.

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 of the
Company (the “DSBG 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 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)

(@) 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
of the Company 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 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.

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.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

(b) Dah Sing Financial Holdings Limited, the holding
company of the Company

. Share option scheme

On 27 May 2015, the shareholders of Dah Sing Financial
Holdings Limited (“DSFH”) approved the adoption of a
share option scheme (the “DSFH Share Option Scheme”).

In accordance with the requirements of 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
DSFH group.

(2) Participants of the scheme:

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

(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 15,978,755 shares, representing 5% of the
total number of issued shares of DSFH as at the date
of this Report of the Directors.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2022

97



EFEEREE

REPORT OF THE DIRECTORS

AN REAABEEZ B H 8

(2) ARBAZERDF - KFTEMEBMER

YNEITE: )

I B )

(4)

e RS EARERED
ERR

THEERATHERTRK

R RE 2R EITER -
FRTFEBBITREET IR
MBERER TEERRERIE
EHFAT 12 A HBBRE
BTN E1% B FREERT
REHE - EE—BETER
FRZRBREAETRE 2K
HEZTRERT 2K EMHRAD
FTH#ISR o

AR AAITTER BN R

TEHEREERFHEZEEA
RAFEMEFRE - &R
BT EBRRERRER - B
AR RBER T A R0
FARE -

RHRBENRES
R E

ZEERRAFEREFTIR
E o RN TR -

8 H i e K S

98  kFETEEARAT 2022F F5K

SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

(b) Dah Sing Financial Holdings Limited, the holding
company 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 DSFH, 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 the options is determined by
the Nomination and Remuneration Committee on
behalf of the Board of DSFH, and is specified when
related share options are granted.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

(b) Dah Sing Financial Holdings Limited, the holding
company of the Company (Continued)

l. Share option scheme (Continued)

@)

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.

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 DSFH 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 DSFH’s shares
traded on the SEHK on the date of grant; and (ii) the
average closing price of DSFH’s shares traded on the
SEHK for the 5 business days immediately preceding
the date of grant.

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 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)

(b) Dah Sing Financial Holdings Limited, the holding
company of the Company (Continued)

1.

Share award scheme

The Board of DSFH 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 DSFH group.

(2) Participants of the scheme:

Any director or employee of DSFH or any other
member of the DSFH group of companies is eligible
to participate in the scheme.

(8) 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 of DSFH (the “DSFH
Award Shares”), representing approximately 3% of
the total number of issued shares of DSFH 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 DSFH 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)

(b) Dah Sing Financial Holdings Limited, the holding
company of the Company (Continued)

. 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
of DSFH from time to time.

(5) Vesting period of awards granted:

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

(6) 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.

(7) Basis of determining the purchase price of shares
awarded:

Nil.
(8) 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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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

(b) Dah Sing Financial Holdings Limited, the holding
company of the Company (Continued)

1.

Share award scheme (Continued)

The particulars of share awards granted under the DSFH

Share Award Scheme and information that is required to be

B disclosed in accordance with the Listing Rules are set out
below:
R ERERRGHE
Number of DSFH Award Shares
20226 20205/ 20225/ 20225 R 20226 BEHO
1818 o RE  HE/&N 128318 R Vesting
BE Granted Vested  Cancelled/ % Date of grant period ()
Held at during during lapsed Heldat (R/R/%) (B/B/§)
AEA Grantee 1112022 20220 202  during2022 31122022 (DIMY) (DINY)
BE Director
hE Nicholas John Mayhew - 72,700 - - 72700 061212022 061212022 -
06/12/2027
AftfEsaE Aggregate of other - 304,500 - - 304500  06/12/2022  06/12/2022 -
employees @ 06/12/2027
G Notes:

P AR BA 3 BRAR (5 B ) T
B2 A S BMEERHIET B
i E1EEESEASF S5H T
B -

RIEBBEERO IR TETRH
TREBENEER  RERKH TR
EXES AT EREEANE
RAIMEFAEMKE -

H2022F12 A6 H » K& @A
H 1% 377,200 0% K51 & b 8247 A%
7o K& mAR (D 1£2022F 12 A5
B (B2022F 12 A6 B E T A F & &t
BERMNE B 22— AL EB) K
TEASR18.02/87T - R 2 8%
BB BRH SR G5 BRI 8IZT
ARTZEE 2 REEETRG °

ERAEEER A BN ATEEN
N2 G R RRR 2 EE
FHEHN R AP IR M 5E44

102 KEFRITEBEER AT 2022F F 5§

All the existing DSFH Award Shares granted under the
DSFH Share Award Scheme shall be exercisable upon
vesting in 5 equal tranches between the first and fifth
anniversaries from the date of grant.

DSFH Award Shares were granted to certain employees of
DSFH Group, who are directors or employees of DSFH or
any other member of the DSFH group of companies.

On 6 December 2022, DSFH granted a total of 377,200
DSFH Award Shares. The closing price of the DSFH shares
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 44 to the consolidated financial
statements.
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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

(b) Dah Sing Financial Holdings Limited, the holding
company of the Company (Continued)

. Share award scheme (Continued)

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.

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, its subsidiaries, its fellow subsidiaries or its holding company
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, its subsidiaries or its
holding company 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.
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FTERRER SUBSTANTIAL SHAREHOLDERS’ INTERESTS

R2022F12A31H U FAL(ARAIES MTT As at 31 December 2022, the following are the persons, other than
BBEH 2 B ESURBERIN R R BIM&MS K& the Directors and Chief Executive of the Company whose interests are
RGO T - FEARFRIB(ES RIS GO disclosed above, who had interests or short positions in the shares
EXVEEI36IERETFE MR R E LM T A and underlying shares of the Company as recorded in the register of
AR AR B BRI S SA R © 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.

EEBRTRE
FsROEE, BB s
R 2R BaAk®

Number of  Percentage of
shares held/ interests in the

KR 514 interests in total number of
Substantial Shareholders Capacity shares issued shares®
TEHREE HHEIREHEGETREER

AR ERs A e
Christine Yen Wong Deemed interest by virtue of her spouse 1,045,626,955" 74.38%

having a notifiable interest

Ao EEARAR(RFEED Bt
Dah Sing Financial Holdings Limited Beneficial interest 1,045,461,643 74.37%
(“DSFH”)
THEE EREE MR RFHEETA
GilESSEEL i ery:: 3
Harold Tsu-Hing Wong Beneficial interest and deemed interest in 1,049,200,188@ 74.64%

shares indirectly held by trustee

ELERETARAR(DERERE]) EFEAREE R
HSBC International Trustee Limited Trustee and corporate interests 1,045,461,643® 74.37%
(“HSBCIT”)
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

Notes:

Q)

Save

Such shares represented the deemed share interests of Christine Yen
Wong by virtue of her spouse, David Shou-Yeh Wong being a substantial
shareholder of DSFH which held a controlling corporate interest in the
relevant share capital of the Company and interests in the Company held
through a company in which David Shou-Yeh Wong has a controlling
interest. Christine Yen Wong was taken to have a duty of disclosure
in respect of the deemed interests in the Company. These interests
comprised the same interests of David Shou-Yeh Wong under the heading
“Interests of Directors and Chief Executive” above.

The interests of Harold Tsu-Hing Wong comprised of interests in 1,038,545
ordinary shares of the Company; deemed interests in 2,700,000 notional
underlying shares of the Company relating to the cash-settled share-
based incentive options granted by the Company; and deemed interests
pursuant to section 322 of the SFO in 1,045,461,643 shares of the
Company held by DSFH and HSBCIT through a family discretionary trust
of which David Shou-Yeh Wong is the settlor.

Such shares represented DSFH’s corporate interests in the Company
indirectly held by HSBCIT in trust for a family discretionary trust of which
David Shou-Yeh Wong is the settlor. HSBCIT was taken to have a duty of
disclosure in relation to the relevant shares of the Company held through
companies of which it has control. The relevant shares have been included
in the “Corporate interests” of David Shou-Yeh Wong as disclosed under
the heading “Interests of Directors and Chief Executive” above.

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

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$561,759,000 (2021: HK$594,371,000).

CONNECTED TRANSACTIONS

Details of transactions with related parties of the Group for the
year ended 31 December 2022 have been set out in Note 43 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

Vice Chairman, Managing Director and Chief Executive

Hong Kong, 31 March 2023
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DIRECTORS OF SUBSIDIARIES

REZE2022F12A31B ILFEA R EE202343 The names of the directors who have served on the boards of the
AB(AIARARZAFEEFEMEEHE) L subsidiaries of the Company during the year ended 31 December 2022
B REARRRZHBARESEMES 2 and up to 31 March 2023, being the date of the Report of the Directors
3N of the Company for the year, are set out below:
(BN FHES)) (in alphabetical order)

FREEDS CHAN Ha-Fong Nancy

BRI CHAN Ho-Tong (Tom CHAN)

BREEE CHAN Hoi-Kit Frederick

5% B ) CHAN Seng-Lee

eR 4 B2 CHAN Cliff Wai-Kin

CYES CHANG Pui-Yuk Vanessa

BREA| CHEN Yi-Chuan (Rawson CHEN)

RN CHENG Yu-Chung (Patrick CHENG)

A& CHOW Chi-Leung Cristo

BIEA FUNG Siu-Ming (Philip FUNG)

BE=7 HO Ka-Yeung Eric

R Paul Michael KENNEDY

2IxE LAU Ka-Wai Frederick

2MaE LAU Pak-Hung

PER LEUNG Wai-Sum (Terence LEUNG)

IR LI Richard Tsung-Yung

IR MA Yuen-Lai Barbara

R Nicholas John MAYHEW

*mE Blair Chilton PICKERELL

EEM POON Clement

&k SZE Tsai-To Robert

SRR TAM Wai-Hung David

FRZE WANG Pak-Ling Gary

EER Paul Franz WINKELMANN

=ER WONG Chit-Kwan (Vincent WONG)

WONG Edmond WONG Edmond

EER WONG Hon-Hing (Derek WONG)

FEE WONG Mei-Chun Phoebe

FPE WONG Shou-Yeh David

F1HH WONG Tsu-Hing Harold

FED YAN Yun-Shum Grace

kB YUEN Yat-To (Henry YUEN)
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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)

k=3
Note 2022 2021
FEWA Interest income 7 6,964,602 5,170,260
FESZH Interest expense 7 (2,581,542) (1,225,984)
BRI B WA Net interest income 4,383,060 3,944,276
AR5 & M e WA Fee and commission income 8 2,432,747 1,406,822
AR5 & RMe=H Fee and commission expense 8 (183,652) (209,399)
FREBRASHBA Net fee and commission income 2,249,095 1,197,423
FEBERA Net trading income 9 142,852 178,997
E @I A Other operating income 10 51,263 63,496
EEWA Operating income 6,826,270 5,384,192
EIEX Operating expenses 11 (3,016,010)  (3,021,199)
HRREEB 2 EERR Operating profit before impairment losses 3,810,260 2,362,993
=B RERE Credit impairment losses 14 (803,100) (373,343)
HRETREREEEE Operating profit before gains and losses
Z W R BB 2 EERF on certain investments and fixed assets 3,007,160 1,989,650
b LAt [E 5 B 2 F 1R Net loss on disposal of other fixed assets (2,451) (7,412)
BEMEATFERAEZF(EE),/ Net (loss)/gain on fair value adjustment of
Wz investment properties (38,311) 4,636
HENAFEFEBEEEE AEM  Net gain on disposal of financial assets at fair
TERENSREE 2 FIEE value through other comprehensive income - 4,993
B E SRR AT RN S RMEE 2 Net gain on disposal of financial assets at
FUE amortised cost 24 -
JEIREE DR 2 ELE Share of results of an associate 656,691 697,954
R ARIRE ZREEBE Impairment loss on the investment in
an associate 24 (1,683,000) (726,000)
REHEHENEIRE 2 E8 Loss on deemed disposal of investment in
an associate (10) (31,202)
JEEREIEH B 245 Share of results of jointly controlled entities 29,879 33,060
BRELAT R Profit before taxation 1,969,982 1,965,679
BiE Taxation 15 (361,182)  (308,123)
AARRREGFERR Profit for the year attributable to
Shareholders of the Company 1,608,800 1,657,556
SRER Earnings per share
HAR Basic 17 HK$1.14 HK$1.18
e Diluted HK$1.07 HK$1.18
3238 M ARG A M SRE T — The notes on pages 115 to 323 are an integral part of these

2
< o
m
i
9

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
FERF Profit for the year 1,608,800 1,657,556
FEHMZE(EE) K& Other comprehensive (loss)/income for the year
AREEEF D HAELA WEIREAIEE © Items that may be reclassified to the consolidated
income statement:
BHIRE Investments in securities
AT EFEBEHEE T AEMEE  Net change in fair value of debt instruments at fair
WEMEFSTAZ AFEZEFHE value through other comprehensive income (834,317) 69,682
B RS ARIERNE 4 ATz Share of other comprehensive (loss)/income of an
Hin2m(EsE) e associate accounted for using the equity method (226,037) 44,040
NAFEFEEEZB AELMEE  Net change in allowance for expected credit losses
WamEB TAZ BEEER of debt instruments at fair value through other
SR E)EEE comprehensive income 7,109 7,388
FU IR RERERE IR Net gain realised and transferred to consolidated
income statement upon:
—HENAFEF=BEEES) — Disposal of debt instruments at fair value
SFAEM K G BB TA through other comprehensive income - (4,993)
B bt 7 IRETR 18 Deferred income tax related to the above 132,583 (12,091)
(920,662) 104,026
BHEFIMEBM I RRNEL ZR Exchange differences arising on translation of the
financial statements of foreign entities (719,179) 207,165
TEEHHEREERERMNIER ¢ Items that will not be reclassified to the consolidated

income statement:

WA ET2 B EZeT ARMEE  Netchange in fair value of equity instruments

WamnigmE TR AFEZE)FEEE  at fair value through other comprehensive income 586,378 (1,176)
B bt 2 RRETR A Deferred income tax related to the above (35,153) (5,271)
551,225 (6,447)

HNBHIBER 2 FEEME2Mm(EIE),~  Other comprehensive (loss)/income for the year,

2% net of tax (1,088,616) 304,744
NRBRERAZEEEHIKEEEE Total comprehensive income for the year, net of tax 520,184 1,962,300
F115EEFI23B 2T IR E M BT 2 — The notes on pages 115 to 323 are an integral part of these
B o consolidated financial statements.
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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)

BisE
Note 2022 2021
BE ASSETS
e RIEIRITHEEH Cash and balances with banks 18 17,800,880 12,007,753
FIRIT1ZE1218 A R HIR 751 Placements with banks maturing between one
and twelve months 8,616,565 4,531,863
BIEFEERENES Trading securities 19 562,161 4,425,384
UAFETEAEEHIABZNEMEE  Financial assets at fair value through profit or loss 19 9,303 14,119
ITESRTA Derivative financial instruments 20 3,901,236 621,056
BIREF R HAMARE Advances and other accounts 21 142,712,617 152,457,789
ARFER2 B HEE A M Financial assets at fair value through other
PEMENEREE comprehensive income 22 38,617,851 41,433,811
BT IRM SR A E Financial assets at amortised cost 23 32,926,090 24,539,822
NG E e Investment in an associate 24 2,159,290 4,230,951
HEEHEERE Investments in jointly controlled entities 25 123,072 114,373
S Goodwill 27 713,451 713,451
B EE Intangible assets 27 69,715 58,252
TENEMBETEE Premises and other fixed assets 28 2,808,838 2,953,797
BEYE Investment properties 29 802,691 756,351
BERIEEE Deferred income tax assets 35 262,273 120,418
BEST Total assets 252,086,033 248,979,190
a8 LIABILITIES
RITHER Deposits from banks 4,112,493 1,703,197
TEsRmIA Derivative financial instruments 20 997,637 1,425,365
BEEERENEE Trading liabilities 31 730,491 1,511,927
HFER Deposits from customers 32 199,792,201 196,134,565
BRI IE Certificates of deposit issued 33 4,228,983 6,589,717
RIEED Subordinated notes 34 3,801,495 4,128,446
HmiRE RTER Other accounts and accruals 7,873,950 6,496,242
BIEtIRaE Current income tax liabilities 284,504 160,313
EERBEEE Deferred income tax liabilities 35 39,131 17,915
&fEAR Total liabilities 221,860,885 218,167,687
B&E EQUITY
AT RREGER Equity attributable to the Company’s
shareholders
[N Share capital 38 6,894,438 6,894,438
EtbRRE(BERERH) Other reserves (including retained earnings) 39 23,019,294 23,018,478
BRES Shareholders’ funds 29,913,732 29,912,916
EoMERMTER Additional equity instruments 40 311,416 898,587
@A Total equity 30,225,148 30,811,503
BEREESH Total equity and liabilities 252,086,033 248,979,190
EEEN2023F3 731 B R IRER M Approved and authorised for issue by the Board of Directors on 31
March 2023.
EXERS EEHE Gary Pak-Ling Wang Hon-Hing Wong
EBE EFpAHE Director Managing Director
FI5EEEI2BBE WA G E IRz 2 — The notes on pages 115 to 323 are an integral part of these
& o consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

#Z=2022412 A31H [L & F For the year ended 31 December 2022
(LAVEEEF TAz517R) (Expressed in thousands of Hong Kong dollars)

2022F1R1A &8 Balance at 1 January 2022

R Profit for the year

FEEMIEESE Other comprehensive loss for the year

EOEMERIETA Redemption of additional equity
instruments

BTEMERIETA Issue of additional equity instruments

PARAES? (AR BERESREN  Provision for equity-settled share-based
R compensation

BIMERM TR ZRETE Distribution payment of additional equity

instruments
2021F KRERRR S 2021 final dividend
2022 FHHIR S 2022 interim dividend
2022F12A31 Atk Balance at 31 December 2022
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HZE2022F12 431 H LFZ (4) For the year ended 31 December 2022 (Continued)
(LAVEBEF TA5I7R ) (Expressed in thousands of Hong Kong dollars)

KRR E S
Attributable to the shareholders

of the Company
g ORERIE
EmltTA R
R HiRE#E  REAEF Additonal Non-  fB&EAFT
Share Other Retained equity  controlling Total
capital reserves eamings  instruments interests equity
2021F1 H1B &% Balance at 1 January 2021 6,894,438 1,107,645 20,439,221 898,587 15,296 29,355,187
FEEF Profit for the year - - 1,657,556 - - 1,657,556
FEEMZERE Other comprehensive income
for the year - 304,744 - - - 304,744
FMNBARER 2 HHEER  Reserve release upon liquidation
of a subsidiary - - - - (15,296) (15,296)
DA S AR D fE B ERE  Provision for equity-settled share-
R based compensation - 480 - - - 480
PR ETERRRS - EFHMELL Reclassification of net change in fair
ATEFEREEETA value of equity instruments at fair
Hih 2 Bl value through other comprehensive
TEZATESZETE income upon derecognition - 33,619 (33,619) - - -
FIMEZMTAZREFIA  Distribution payment of additional
equity instruments - - (41,328) - - (41,328)
20204 REIREE 2020 final dividend - - (309,265) - - (309,265)
20215 B E 2021 interim dividend - - (140,575) - - (140,575)
2021F12 431 B4 Balance at 31 December 2021 6,894,438 1,446,488 21,571,990 898,587 - 30,811,503
F115B8 2 F 3238 VT iRt 8 Sz 72— The notes on pages 115 to 323 are an integral part of these
ZB 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)

k=3
Note 2022 2021
RETEHERE Cash flows from operating activities
KRR (FTA )RS 558 Net cash from/(used in) operating activities 41(a) 4,960,686  (2,063,098)
RETEHZ2RERE Cash flows from investing activities
BEREMELAMBETEE Purchase of investment properties and other
fixed assets (267,346) (301,708)
& B AL E E B E S RIA Proceeds from disposal of other fixed assets 208 215
B[R P22 I 2 S et A FIAR B Dividend received from jointly controlled
entities and associate 230,664 230,578
P B A R A& (M EOZIE SRR R Repayment of capital to non-controlling
EERAR interests of a subsidiary upon liquidation - (15,296)
WEEEMAR S FE Net cash used in investing activities (36,474) (86,211)
Eﬁﬁ%iﬂZﬁﬁ;ﬁE Cash flows from financing activities
TRESMER I T A Issue of additional equity instruments 311,416 -
1;5&%@#%/\1&1,& Repayment of additional equity instruments (895,321) -
EREERD Repayment of subordinated notes 41(c) - (1,949,775)
BITREER Issue of subordinated notes 41(c) - 2,320,246
HEEEZ R Payment of lease liabilities (148,876)  (190,146)
KESMER T A 7 R IE Distribution payment on additional equity
instrument (41,652) (41,328)
TNEBITREBRERER Interest paid on subordinated notes and debt
B ME securities issued 41(c) (164,342) (170,924)
IREEAR R 2 iR S Dividend paid on ordinary shares of the
Company (477,955) (449,840)
BEEBTAR ST Net cash used in financing activities (1,416,730) (481,767)
HERERRKRESEEEM (R )FHE Net increase/(decrease) in cash and cash
equivalents 3,507,482 (2,631,076)
FYRe RERBREIER Cash and cash equivalents at beginning
of the year 16,042,821 18,688,806
MEREE & Effect of foreign exchange rate changes (289,880) (14,909)
FRESREFESEE Cash and cash equivalents at end
of the year 41(b) 19,260,423 16,042,821
F115B EF 3238 v M ARG A ERE 2 — The notes on pages 115 to 323 are an integral part of these
B o consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

1. GENERAL INFORMATION

Dah Sing Banking Group Limited (the “Company”) and its subsidiaries
(together the “Group”) provide banking, 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.

The holding company is Dah Sing Financial Holdings Limited, a listed
company in 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
(“HKASs”) and Interpretations) issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the requirements of the Hong
Kong Companies Ordinance 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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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.

There are no 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.

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.
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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)

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.

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.
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2.2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Consolidation (continued)
(b) Transactions with non-controlling interests

The Group treats transactions with non-controlling interests as
transactions with equity holders of the Company. For purchases
from non-controlling interests, the difference between any
consideration paid and the relevant share acquired of the carrying
value of net assets of the subsidiary is recorded in equity. Gains
or losses on disposals to non-controlling interests are also
recorded in equity.

When the Group ceases to have control, any retained interest
in the entity is remeasured to its fair value, with the change in
carrying amount recognised in profit or loss. The fair value is
the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate, joint venture
or financial asset. In addition, any amounts previously recognised
in other comprehensive income in respect of that entity are
accounted for as if the Group had directly disposed of the related
assets or liabilities. This may mean that amounts previously
recognised in other comprehensive income are reclassified to
profit or loss.

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Consolidation (continued)
(c) Associates (Continued)

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.

(d) Jointly controlled entities

A joint venture is a contractual arrangement whereby the Group
and other parties undertake an economic activity, which is subject
to joint control and none of the participating parties has unilateral
control over the economic activity.

The results and assets and liabilities of jointly controlled entities
are accounted for using equity method of accounting. The
consolidated income statement includes the Group’s share
of the results of jointly controlled entities for the year, and the
consolidated statement of financial position includes the Group’s
share of the net assets of the jointly controlled entities.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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.

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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.

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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

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:

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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2.6 Financial assets and liabilities (continued)

Financial assets (Continued)
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(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
SPPI.
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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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2.6 Financial assets and liabilities (continued)

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

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”.
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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 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)

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)

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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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.

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

3 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:

. the amount of the initial measurement of lease liability,

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

3 any initial direct costs, and

U restoration costs.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Leases (Continued)

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.

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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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.

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.

3. 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.

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.
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3. FINANCIAL RISK MANAGEMENT (continued)

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
and operational 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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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)

accounting (Continued)

Fair value hedges of interest rate risk (Continued)

instruments in fair value hedges of interest risk.

3.1.1 Derivatives held for risk management and hedge

The Group held the following interest rate swaps as hedging

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

Less than Z5%  More than
E IR — F = @R 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% -
HHBEITZBE-BE Hedge of issued liabilities — borrowing
HE Nominal amount - - =
SR E & Average fixed interest rate - = =
a2 WA FERT 2 B H# 8) Hedge of debt securities held at fair value
FPAEME I EMNELBES 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
BEIEES 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Strategy in using financial instruments (Continued)

1 HERBREERY FE]TEEZIHTLET 3.1.1 Derivatives held for risk management and hedge
A accounting (Continued)

FRE 2 D FEE @

Fair value hedges of interest rate risk (Continued)

FHR A
202112H31H 31 December 2021 Maturity
1E AR 1AL 5L

Less than E54F More than
[ B AE 1| — ) = [ B 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
H{E 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 WA FERT 2 B H# 8) Hedge of debt securities held at fair value
FFAEM IR EEE 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 E Average fixed interest rate 4.63% 3.20% 3.38%
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HEERBEE@ 3. FINANCIAL RISK MANAGEMENT (continued)
3.1 ERASMIAERK® 3.1 Strategy in using financial instruments (Continued)
1.1 HERBREERHPETEEZITET 3.1.1 Derivatives held for risk management and hedge
Hm) accounting (Continued)
AFEH Fair value hedges
BT AL FIER 2 SBOT The amounts relating to items designated as hedged items were as
follows:

B
Certificates of deposit

RERH

Subordinated notes

&8
Borrowing

FEJNRTE S EHEEA
Eft2mPENERES

Debt securities held at fair value
through other comprehensive
income

BENERNAIIENESES
Debt securities held at
amortised cost
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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)

3.1

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
REESATH
WREAE E L%
HrhERER,
EERER 2 ATE
HH2ERELE
B A RRRRE BRiHE20215  Accumulated amount
ZHWRR Z DR Egpal Ny of fair value hedge
HRERARER GAUBIMAENEE mE$EL  adjustments remaining
Accumulated amount offair 3288 > 58 5 ZRTEZE  inthe consolidated
value hedge adjustments on | ine jtem in the Changeinvalue  statement of financial
the hedged item included i ¢nspiidated subject to hedge position for any
RAEE the carrying amountofthe  gtatement of financial used for calculating hedged items that
Carrying amount hedged item position in which hedge have ceased to be
gE af& EE BfE  the hedged item is ineffectiveness  adjusted for hedging
Assets Liabilities Assets Liabilities  included for 2021 gains and losses
FaE - 6489717 - (11,833) ERINEHF 12,553 -
Certificates of deposit Certificates of deposit
issued
{&EEH - 4128446 - 35205  {EEER 100,022 -
Subordinated notes Subordinated notes
A& - - - - BOER 4,797 -
Borrowing Deposits from banks
BEZIATENEAEZHH A 25986544 - 656,142 - DATEHEEERY (958,589) -
A2 EYeaERES AR 2 EYEE
Debt securities held at fair value SHEE
through other comprehensive Financial assets at
income fair value through
other comprehensive
income
BEJNERUATIRNERES 14134481 - 216,000 - ABBRATIRR (630,866) -
Debt securiies held at amortised cost AR
Financial assets at
amortised cost
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3. HX¥RREEm@m
3.1 ERASEMIAREK®

3.1.1 g/ﬁ/ﬁlﬂﬁ"é‘ﬁﬁﬁﬁéﬁﬁfEZﬁ?ﬁéI
()

AT EE @)
EEETAYE P TAZIER RERRMZ 5800

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

N hedge ineffectiveness were as follows:
2022
RRGHE
20226
gl
AVHERE
FEBBERIRA Change in fair
BEUATEZER  value used for N6
Line item in the calculating ZEAEN
EEE consolidated hedge Ineffectiveness  WHERNEE
Carrving amount statement of financial ineffectiveness recognisedin  EWAMZIER
HfE ying position where the for 2022 profitﬂ[goss; Line item in profit or
Nominal Bf& hedging instrument T (F) #(B)  loss that includes
amount Assets  Liabilities is included Note (a) Note (@)  hedge ineffectiveness
FERR
Interest rate risk
MR - bR 4,288,488 - 60,249 (TESFIE (41,976) (368) AATEHHHEBSR
Interest rate swaps — hedge of Derivatives financial TEZ 3/ (B8E)
certificates of deposit instruments Net gain/(loss) arising from
financial instruments
subject to fair value
hedge
MRS - hie BB 4,093,556 - 295,718 fT4ESEIE (332,353) (3406) AATEHHNIEELR
Interest rate swaps — hedge of Derivatives financial TR 5/ (B58)
subordinated notes instruments Net gain/(loss) arising from
financial instruments
subject to fair value
hedge
Pl i - ShEE = - - {THEeRIA = - FRTEEHEEDR
Interest rate swaps — hedge of Derivatives financial TAZ3e/ (58)
borrowing instruments Net gain/(loss) arising from
financial instruments
subject to fair value
hedge
Mg -Sepa 2 UATE 19926217 1,260,861 - {T42BIE 1,923,860 (29) FATEHIEESR
SHEREREH AL 2E Derivatives financial THZ 3N/ (B8E)
WaRrE%ES instruments Net gain/(loss) arising from
Interest rate swaps — hedge financial instruments
of debt securities held at subject to fair value
fair value through other hedge
comprehensive income
Rl -hEE 20 8% 19514928 1,893,831 1,223 fIASRTA 1,792,359 15 ARTESHHEECR
RAFBRMERE Derivatives financial TRz 3/ (5E)
Interest rate swaps — hedge instruments Net gain/(loss) arising from
of debt securities held at financial instruments
amortised cost subject to fair value
hedge
e Note:

(F) ERBEaAERNSEATEYNRRESE - B
HEPEA R FANBEZE L E SR 2 T
AENATEZDMEMZEZR -

AFIRITEEFR AR 2022F F 5],

(@)  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.



3. BXEREE®
3.1 ERASEMIARK@®

.1 FERBEERETE

ATEEZITET

fra M ERR M
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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

A accounting (Continued)
AT EE @) Fair value hedges (Continued)
BT AT T A IEE R HhER 2 5 The amounts relating to items designated as hedging instruments and
™| hedge ineffectiveness were as follows: (Continued)
2021
ARGE
20215
EOMBIIEA BN
BERIEZIER ZRTHEED
Line item in the Change in fair o )
EEE consolidated value used for ERndask  MaEnes
Carmving amount statement of financial calculating ZERRR AN ZEE
HfE \ry 9 position where the hedge Ineffectiveness  Line item in profit or loss
Nominal BE &fF hedging instrumentis  ineffectiveness recognisedin  that includes
amount Assets Liabilities  included for 2021 profit/(loss)  hedge ineffectiveness
PR
Interest rate risk
MER - S HE 6,501,050 55 1,765 {TEERIEA (12,720) (167) MATELFNEER
Interest rate swaps — hedge of Derivatives financial TAZEK/(BE)
certificates of deposit instruments Net gain/(loss) arising from
financial instruments
subject to fair value
hedge
bk R apt et 4,093,241 56,051 21097 (TESRIE (100,376) (154) AATEHHANIEESE
Interest rate swaps — hedge of Derivatives financial TRZ3%kE/ (B8)
subordinated notes instruments Net gain/(loss) arising from
financial instruments
subject to fair value
hedge
MEBE - HhEE - - - (TESRIA (4,726) 1 RRVEHROEESR
Interest rate swaps — hedge of Derivatives financial IRZ%%&E/ (BE)
borrowing instruments Net gain/(loss) arising from
financial instruments
subject to fair value
hedge
MEEH-nsE 7 A TE 24,964,700 45,289 701,403 fTESRIEA 951,568 (7.021) RAFEHOERER
HE HH """"" iﬂﬁ)\ﬁ‘rﬁiﬁ Derivatives financial TRZ3kE/ (B#)
YarEEES instruments Net gain/(loss) arising from
Interest rate swaps - hedge financial instruments
of debt securities held at subject to fair value
fair value through other hedge
comprehensive income
MEie s —Ssg 2 s 13,918482 159,256 375141 (TESRIA 630,827 (89) AATEHANERLR
ARG B R RS 5 Derivatives financial TRZ3kE/ (B8
Interest rate swaps — hedge instruments Net gain/(loss) arising from

of debt securities held at
amortised cost

financial instruments
subject to fair value
hedge
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3. HBKEBREEm

3.1 ERSMIARK®

311 BERBEERHETEEZITET
=3¢ )]

DEE ()

TREBREAEBEIPRBEHEANE DT AN
FHAEH - BETAZEXTHBRITEARERES
ME - BRHREEEAERBERENXFZER

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 ARGTEHE AR RITEEFIFHERZ
Carrying amount mEHEEZATESE 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
ATEHH
Fair value hedges
fl%
Interest rate
M=Ia 37,060,431 2,370,262 320968 HR{TETA 2,845,901 34,327,198

Interest rate swaps

R kit 2 37,060,000,000 78 7T M & B F| & 73 5
F o HAR2,733,000,000/8 ST S TEET2023F 55 =
FRERNEBRETHIERITREREF EFE
H o

162 K#RITEMAR A A 202245 F 3

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

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. 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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(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 (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:

. 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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3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

The following diagram summarises the impairment requirements under
HKFRS 9 (other than purchased or originated credit-impaired financial
assets):

BRI EEEREE
Change in credit quality since initial recognition
< >
PEER 1 BEER 2 PEER 3
Stage 1 Stage 2 Stage 3
(VIR FER) (FER B TR HERERIEEIN) (FERESE)
(Initial recognition) (Significant increase in credit risk (Credit-impaired assets)
since initial recognition)
121 A i e AE B &8 > HFEHEEEE 2R HEEEE
12-month expected credit losses Lifetime expected credit losses Lifetime expected credit losses

7R EE B T B R TE BR AN 2 25 B RO B AR A L an
T
3221 fZEREAIREE M

ENEAT AR ZEENRAEERREMT
ApfaiMEERBAEEN -

SEFAATE - EIMEEFRLREKR
TS - AIRERNEBRE=IRERA
HBERRARIFRERHZEH TRE—R

s HOEXRMEAAME ERIEEFNRALRE
2 BEEVREETR  R—RELfZ
&

. BEHBER(EH AR EB30X

ﬁ%%ﬁéﬁﬁ% CEERAEBZMAITAR

5

. BEREFACKREECREER(BERE
BNZERAE2HRREFHET - DBRZE

RZRFETHRER AN Z BEREN R (AR 5
HWFZEKFRENE -

AFIRITEBEAFR AR 20225 F 5],

The key judgements and assumptions adopted by the Group in
addressing the requirements of the standard are discussed below:

3.2.2.1 Significant increase in credit risk

The Group considers a financial instrument to have experienced a
SICR when one or more of the following criteria have been met:

o when there is significant adverse external credit rating transition
for the bond portfolio, migrating from investment grade to non-
investment grade, or one notch downgrade for bond with original
non-investment grade at purchase

. when there is internal credit rating transition, ranging from one
notch to five notches depending on its initial credit rating, for
corporate portfolio

o when the day past due (“DPD”) exceeds 30 days

. when the borrower is reported as “Early Warning” for corporate
portfolio

o when the borrower is reported as Special Mention according
to the loan classification of the Hong Kong Monetary Authority
(“HKMA”). The decision to classify the loans is based on
the borrower’s repayment ability and likelihood of individual
counterparties defaulting.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

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

3.2.2 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;

o 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

o 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.

3223 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.

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.

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)

3223 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)

3223 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.

3.224 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. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3.2.24 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)

3224 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)

3.224 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)

3224 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.

BARMEETEREEER 2 EXNBRBEIRET - Significant period-end assumptions used for the ECL estimate are set
out as below.
S5EHAIE 9
Average of 1 FEHATRE
5-Year One-Year
7A2022512H31H As at 31 December 2022 Forward-Looking Forward-Looking
BRAMEEBELRE Hong Kong GDP Growth Rate (%) E Base 1.8% 0.9%
(A7) R4F Good 7.4% 6.5%
TR Bad -3.8% -4.7%
%5’5&%%% Hong Kong Residential Property Price % Base 2.0% -3.9%
EREHEH (L) Index Change (%) R4F Good 25.2% 19.3%
TR Bad -21.2% -27.1%
BRRER(BHLL) Hong Kong Unemployment Rate (%) &/ Base 2.9% 3.3%*
RiF Good 2.3% 2.3%*
TR Bad 5.2% 5.6%*
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3. FINANCIAL RISK MANAGEMENT (continued)

3.2 Credit risk (Continued)

(Continued)

Economic variable assumptions (Continued)

3.2.2 Expected credit loss measurement (Continued)

3224 Forward-looking information incorporated in the ECL models

5 ERRTIE T8
Average of 1 EARHE
5-Year One-Year
72021412 H31H As at 31 December 2021 Forward-Looking  Forward-Looking
BAREEREERE Hong Kong GDP Growth Rate (%) A Base 2.0% 2.3%
(BAL) R Good 7.6% 7.9%
TR Bad -3.6% -3.3%
BBEEME Hong Kong Residential Property Price  J:ff# Base 5.5% 7.4%
EREHEH (o) Index Change (%) Rif Good 28.8% 30.6%
TR Bad -17.7% -15.8%
BRRER(BHLL) Hong Kong Unemployment Rate (%) — %:Hf# Base 3.1% 3.9%*
Rif Good 2.3% 2.3%*
TR Bad 5.4% 6.2%"
* ZEVFHATEMEN ERK1FH AT HF * These one-year forward-looking rates represent forecast average rates for

one year.
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3. HEKERBERE@ 3. FINANCIAL RISK MANAGEMENT (continued)

3.2 =ERR@ 3.2 Credit risk (Continued)

322 FRHIEEEAE @ 3.2.2 Expected credit loss measurement (Continued)

3224 MATEHEEBBRER AT ER @) 3224 Forward-looking information incorporated in the ECL models

(Continued)

AR EEE BT E) Economic variable assumptions (Continued)
AETEIER] [RFIRITR IEEBHEHT The average weightings assigned to each economic scenario, “base”,
HREINT - “good” and “bad” are as follows:

202245 20214
12H31H 12A31H
31 December 31 December

2022 2021
A Base 71% 66%
Rif Good 14% 12%
TR Bad 15% 22%
BB AR AE M 77 T4 A L1535 2 B R M Other forward-looking considerations not otherwise incorporated within
%EI%(WU MAEMETE - ERBUARE) 2 & the above scenarios, such as the impact of any regulatory, legislative
BIERRABBEATE WU BRZEARYHE or political changes, have also been considered, but are not deemed
HEEEBEFEHRAERRFERELETE REEA to have a material impact and therefore no adjustment has been
BHEE o made to the ECL for such factors. This is reviewed and monitored for
appropriateness on a quarterly basis.
B E ST Sensitivity analysis
BEHEEEBRERNREEZ/IOT The most significant assumptions affecting the ECL allowance are as
follows:
() REZR - ERHEEBEMRERERERARE (i)  Unemployment rates, given its impact on secured and unsecured
TERERENNTE borrowers’ ability to meet their contractual repayments;
(i) HEEREEEE. fﬁtﬁ/\\ﬁ“;ﬁ@ﬂ%%ﬁ&}ﬁﬁ (i)  GDP growth rates, given the significant impact on companies’
mibEMNERTE performance and collateral valuations; and
(i) YEEBEEE - EREHRBEERIER R (i)  Property price indexes, given the significant impact it has on
(EEVEV -7 mortgage collateral valuations.
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3. FINANCIAL RISK MANAGEMENT (continued)

3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3224 Forward-looking information incorporated in the ECL models

(Continued)

Sensitivity analysis (Continued)

Set out below are the changes to the ECL that would result from

reasonably possible changes in these parameters from the actual

assumptions used in the Group’s economic variable assumptions:

€ Retail
EREEFENEE
ECL Impact
2022 2021
KEX Unemployment rates +1% 86,867 34,658
-1% -13,103 -9,092
FEAERRE GDP growth rates +0.5% -4,610 -5,772
-0.5% 4,701 5,890
Y BB IEE Property price indices +5% -4,228 -1,004
-5% 8,360 7,061
i1=ES Corporate
EREEBENE
ECL Impact
2022 2021
KEER Unemployment rates +1% 35,288 31,412
-1% -32,079 -27,843
FEAEEREER GDP growth rates +0.5% -7,129 -6,485
-0.5% 7,417 6,763
LEIRES Property price indices +5% -7,254 -3,804
-5% 10,049 8,834
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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)
3.2 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
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FINANCIAL RISK MANAGEMENT (continued)
Credit risk (Continued)

Risk limit control and mitigation policies (Continued)
(a) Loans and advances

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

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.

(b) Debt securities

Debt securities and treasury bills are generally unsecured, with
the exception of asset-backed securities and similar instruments,
which are secured by portfolios of financial instruments or
underlying assets.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)
3.2.3 Risk limit control and mitigation policies (Continued)

Derivatives

(c)

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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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/ 2528
Gross carrying/notional amount
AHEE
REEE  REEIUT BRER
EE Special Sub-standard &t ECL B
Pass mention or below Total allowance Net
FITMEBRRER Balance and placements with banks 26,432,036 - - 26,432,036 14,591 26,417,445
—FEBx1 - Stage 1 26,432,036 - - 26,432,036 14,591 26,417,445
—[&Er2 - Stage 2 - - - - - -
—[&ER3 - Stage 3 - - - - - -
ATEFEREEHA Debt instruments at fair value through

ﬁmiw SMEBIA other comprehensive income 39,775,573 - - 39775573 48,275 39,727,298
—F&B1 - Stage 1 39,697,600 - - 39,697,600 47,645 39,649,955
—[&E2 - Stage 2 77,973 - - 77,973 630 77,343
—[&&3 - Stage 3 - - - - - -
AR AR A TIBR A B T A Debt instruments at amortised cost 32,985,496 - - 32,985,496 59,406 32,926,090
—F&B1 - Stage 1 32,985,496 - - 32,985,496 59,406 32,926,090
&2 - Stage 2 - - - - - -
—[&E3 - Stage 3 - - - - - -
BPERRRHT Loans and advances to customers 132,178,325 1,812,898 2,539,012 136,530,235 1,636,402 134,893,833
—F&B1 - Stage 1 123,617,311 - - 123,617,311 406,618 123,210,693
—PgER2 - Stage 2 8,561,014 1,812,898 - 10,373,912 342,731 10,031,181
—PEER3 - Stage 3 - - 2,539,012 2,539,012 887,053 1,651,959
25ER Trade bills 3,666,988 - - 3,666,988 5,570 3,661,418
—F&B1 - Stage 1 3,665,808 - - 3,665,808 5,569 3,660,239
—PgER2 - Stage 2 1,180 - - 1,180 1 1,179
—[&E3 - Stage 3 - - - - - -
JESH RIS R EAERR Accrued interest and other accounts 4,100,434 11,806 70,319 4,182,559 25,193 4,157,366
—F&B1 - Stage 1 4,075,916 - - 4,075,916 10,169 4,065,747
—[&E2 - Stage 2 24518 11,806 - 36,324 2,238 34,086
—PEER3 - Stage 3 - - 70,319 70,319 12,786 57,533

EFFRERIBER Loan commitments and financial
guarantees 74,563,798 33,167 10,125 74,607,090 98,973 74,508,117
—F&E1 - Stage 1 71,765,299 - - 71,765,299 89,684 71,675,615
—REE2 - Stage 2 2,798,499 33,167 - 2,831,666 9,289 2,822,377
o E] - Stage 3 - - 10,125 10,125 - 10,125
At Total 313,702,650 1,857,871 2,619,456 318,179,977 1,888,410 316,291,567

ERBLNIEERE - BIRARHERFE
BHEDHARMEERENEBETAZA
EERENREEHFETESEENE

HEEEE -

For the purpose of this disclosure, notional amount of debt
instruments at FVOCI and the associated ECL allowance
maintained in investment revaluation reserve are presented.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE® 3.
3.2 EERMRm@m)
3.0.5 KFIAFEZH M A M EEZA

FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.5 Maximum exposure to credit risk before collateral held

ZEREEEREE®) or other credit enhancements (Continued)
(1) ZAEREFGEHESREE@E (1) Financial assets subject to impairment (Continued)

202112H31H At 31 December 2021

182

EEE/2E28
Gross carrying/notional amount
HHEE
HREE  ORRIMUT BEEE

i Special  Sub-standard At ECL Fi
Pass mention or below Total allowance Net
RITHE BRI Balance and placements with banks 16,548,044 - - 16,548,044 8428 16,539,616
— P58 — Stage 1 16,548,044 - - 16,548,044 8428 16,539,616
Y - Stage 2 - - - - - -
L] - Stage 3 - - - - - -

DATE 2 BEZEA Debt instruments at fair value through other
Hit 2 ERaOEB LA comprehensive income 40,301,378 - - 40,301,378 41,165 40,260,213
— P58 — Stage 1 40,301,378 - - 40,301,378 41,165 40,260,213
Y - Stage 2 - - - - - -
L] - Stage 3 - - - - - -
DR AT ROEB LA Debt instruments at amortised cost 24,569,938 - - 24,569,938 30,116 24,539,822
— P58 — Stage 1 24,569,938 - - 24,569,938 30,116 24,539,822
Y - Stage 2 - - - - - -
L] - Stage 3 - - - - - -
BPERRET Loans and advances to customers 141,659,329 1,255,174 1,398,836 144,313,339 1,370,947 142,942,392
— P58 — Stage 1 131,412,534 - - 131,412,534 469,184 130,943,350
—FEg2 - Stage 2 10,246,795 1,255,174 - 11,501,969 354,154 11,147,815
—FEEx3 - Stage 3 - - 1,398,836 1,398,836 547,609 851,227
ZIRE Trade bills 4,253,850 - - 4,253,850 7,347 4,246,503
— P58 — Stage 1 4,253,340 - - 4,253,340 7,347 4,245,993
Y - Stage 2 510 - - 510 - 510
L] - Stage 3 - - - - - -
JEEH RS R EAERR Accrued interest and other accounts 5,220,469 4,408 69,575 5,294,452 25,558 5,268,894
— P58 — Stage 1 5,208,599 - - 5,208,599 11,298 5,197,301
Y - Stage 2 11,870 4,408 - 16,278 489 15,789
L] - Stage 3 - - 69,575 69,575 13,771 55,804

ETFERMBER Loan commitments and financial

guarantees 76,041,645 40,878 46,227 76,128,750 120,604 76,008,146
— P88 — Stage 1 73,678,288 - - 73678288 114783 73,563,505
—FEg2 - Stage 2 2,363,357 40,878 - 2,404,235 5,821 2,398,414
—FEEk3 - Stage 3 - - 46,227 46,227 - 46,227
At Total 308,594,653 1,300,460 1,514,638 311,409,751 1,604,165 309,805,586

RITIRITEEER AT 20225 F 3
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3.2
3.2.5

(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)

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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3.2.5
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(2) BAERENESREE

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 (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

BRTEE
Gross carrying amount
2022 2021
FEEBERBMEE Trading assets
—EKFES — Debt securities 562,161 4,425,384
—{TETHE — Derivatives 746,544 360,405
HHOTETA Hedging derivatives 3,154,692 260,651
AT ER 2 BEEEZB ABRN Financial assets at fair value through
TREE profit or loss
—RERE — Investment funds 9,303 14,119
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)

3.2 Credit risk (Continued)

3.25 KRt AFBZHF MR s EIEA AT 3.2.5 Maximum exposure to credit risk before collateral held
ZREEEREE @ 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

3.2.6 B REBH

BEPERRBRERMNT -

bills have at least an A- credit rating.

3.2.6 Loans and advances

Loans and advances to customers are summarised as follows:

2022 2021
ER KRB EEE Gross loans and advances 136,530,235 144,313,339
kR RELEERRE Less: total impairment allowances (1,636,402) (1,370,947)
R Net 134,893,833 142,942,392
FEREZERZER Credit-impaired loans and advances 2,539,012 1,398,836
Nk - BEERIBEER Less: Stage 3 impairment allowances (887,053) (547,609)
FEE Net 1,651,959 851,227
BFHEEERAFES Fair value of collateral held* 1,056,118 758,124
FEEREERRBIEEFER R Credit-impaired loans and advances as
BRBEASLL a % of total loans and advances to
customers 1.86% 0.97%
* EHRGAFEDRBERERMERERREELS * Fair value of collateral is determined at the lower of the market value of

#H MEPEREEETE

collateral and outstanding loan balance.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HBKEBREEm 3. FINANCIAL RISK MANAGEMENT (continued)

3.2 =ERR@ 3.2 Credit risk (Continued)

3.2.6 B KRB @) 3.2.6 Loans and advances (Continued)

TRIRIEE BRI RAR 2 RMEEED BIE The table below shows the percentage of impairment allowance as a
ERRBRZEDH - percentage of loans and advances for each of the three broad internal

rating classes.

2022 2021
REERE AR
HEMREREE IHERGRE
ADL BOL
Impairment Impairment
BRRBH  allowance EFRNEH allowance
Btk as a % of Epalsd as a % of
Loans and loan Loans and loan
advances balance advances balance
% % % %
R Class
1—1E% 1 —pass 96.8 0.4 98.1 0.5
2—%RIEE 2 — special mention 1.3 15.3 0.9 8.2
3—IRAIIAT 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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Loans and advances to customers that are credit-

Credit risk (Continued)

Loans and advances (Continued)

impaired under HKFRS 9

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT (Continued)

The analysis of the gross amount of credit-impaired loans
and advances by class, along with the fair value of the related
collateral held by the Group as security, is as follows:

HEEAR
AFEE
Ra4azE WE%EE BREfE  Fair value
Gross Impairment Carrying of collateral
2022%12H31H At 31 December 2022 exposure allowance amount held
EERBEZER Credit-impaired loans
EAER : Loans to individual:
—fEAF — Credit cards 14,176 11,991 2,185 —
—RBER — Mortgages 254,376 52,170 202,206 219,655
—HAh — Others 340,231 168,771 171,460 43,633
EER Loans to corporate entities:
—BHER — Term loans 1,566,736 569,768 996,968 498,002
—RIBER — Mortgages 109,328 6,608 102,720 108,734
—B58E — Trade finance 106,092 35,465 70,627 43,726
—HEAth — 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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(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)
3.26 B KRB @) 3.2.6 Loans and advances (Continued)
() REABVMBERSEENFIRESER (a) Loans and advances to customers that are credit-
BExEFERRERE impaired under HKFRS 9 (Continued)
BEEARD
NE
[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
BAER : Loans to individual:
—EAFR — Credit cards 17,250 14,749 2,501 -
—1ZIBER — Mortgages 204,192 37,027 167,165 181,543
—H — Others 367,247 167,404 199,843 58,139
TEER Loans to corporate entities:
—FHER —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
FEERBECERBE Total credit-impaired loans 1,398,836 547,609 851,227 758,124
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3. HBKEBREEm
3.2 FERB@
3.2.6 B REF @
(Z2) BE3EANLZERRBR

(i) BEKIEEESAEH

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

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
BHAEE
EREE BEREER
Gross e
amount of {5485 Gross amount {[EFE
overdue Bl of overdue BAL
loans % of total loans % of total
AEERFERRBXEE Gross loans and advances to customers
weg which have been overdue for:
—3AAL E=6MA — six months or less but over three
months 535,376 0.39 103,435 0.07
—6EANEE1F — one year or less but over six
months 987,443 0.72 126,868 0.09
15k — over one year 332,525 0.25 583,423 0.40
1,855,344 1.36 813,726 0.56
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HEEKBREE@m 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
3.2.6 B RBS @) 3.2.6 Loans and advances (Continued)
(2) BH3EAULZERRER (@ (b) Loans and advances overdue for more than 3 months
(Continued)
(i) BHKIEEEHRBLZHE (i) Value of collateral held and impairment allowances
EHER AT E against overdue loans and advances
EXRER
AEBYE EH @ bl HHm PEER3
Outstanding BmE FREDR  REREDH HEEE
amount of Current Portion Portion not Stage 3
loansand  market value covered by covered by impairment
2022F12A31H At 31 December 2022 advances of collateral collateral collateral allowances

BEAREEZTPEZ N Overdue loans and advances to

BH customers 1,855,344 1,715,178 888,975 966,369 632,380
ERRBT

AERHE iwiii BRm B FEER3

Outstanding BmE PR RERESD REERE

amount of Current Portion Portion not Stage 3

loans and market value covered by covered by impairment

2021124311 At 31 December 2021 advances of collateral collateral collateral allowances

WEAKEETPEFL Overdue loans and advances to

B customers 813,726 888,796 456,744 356,982 350,828
BEZERREZRERER - 128 Collateral held mainly represented pledged deposits,
Y2 IR E b [E T & E A o mortgages over properties and charges over other fixed

assets such as equipment.

(A) REAER(EHKREFEELLZE (¢) Rescheduled advances net of amounts included in
HEM) overdue advances shown above
Gt 1E4R5R
Btk Bt
2022 % of total 2021 % of total
BEERNER Loans and advances to customers 339,249 0.25 350,761 0.24
fEERSREER Stage 3 impairment allowances 123,023 141,673
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(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)
3.2.7 BEZE 3.2.7 Trade bills
R20224 202112 318 » W E AR B3(E As at 31 December 2022 and 2021, there were no balance of trade bills
RABE S EBEER - that were overdue for more than 3 months.
3.2.8 W EIHE FFim 3.2.8 Repossessed collateral
RERFEZWEERBAT Repossessed collateral held at the year-end is as follows:
2022 2021
AENHE Nature of assets
IR ES Repossessed properties 125,262 208,090
Hth Others 5,560 1,090
130,822 209,180
WEHEARIZRAITIEREREE - Tl REA L Repossessed collaterals are sold as soon as practicable with the
BUEB B ETRAREEER - proceeds used to reduce the outstanding indebtedness of the borrowers
concerned.
14 5 °] % 38 4418 /559,356,000 % 7T (2021 4F - Certain other properties in the Mainland China with a total estimated
64,984,000/ 7T ) Z FE R B A & T E A W 3 realisable value of HK$59,356,000 (2021: HK$64,984,000), which had
TR E BRI B A AR 8 2 E S mITE LA been foreclosed and repossessed by the Group pursuant to orders
YR ERE RO - ZIERRASHPRM 302 & issued by courts in the Mainland China, represent assets held by the
HWEE | B THNFEBHREZEE - BAZERD Group for resale and have been reported under “Other assets” in Note
A ERERR - 30. The relevant loans had been derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

3. BXEREE® 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 EERMRm@m) 3.2 Credit risk (Continued)
3.2.9 EEERE 3.2.9 Loss allowance
TRIBHIZE BB E LR BN AL BRI R The tables below provide a reconciliation of the Group’s ECL
CRPERRBR - BEFRERMEER 2 FEE allowances for loans and advances to customers, loan commitments
EEBEEERNLYE - and financial guarantees by stage under HKFRS 9.
Z2E Retail
2] BE2 BE3 =)

RARE RARE BARE BARE
BRER BRER BiRER BiRER

Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2022F1A1H At 1 January 2022 365,825 36,230 219,180 621,235
#1% : Transfers:
BB ERR Transfer to Stage 1 5,676 (5,676) - -
BB ERER2 Transfer to Stage 2 (4,498) 4,975 (477) -
EBBREMRES Transfer to Stage 3 (20,511) (13,099) 33,610 -
mEERED LEEEBMES ZFE  Effect of stage transfers and changes in
allowance (845) 7,615 266,461 273,231
HNERE - BAREEER New financial assets originated, purchased
LEMERE or derecognised during the period 36,837 7,516 (7,197) 37,156
BHHAR /BIELE /EHER  Changes in PDs/LGDs/EADs/forward-looking
EIE /IR GRS & assumptions (81,337) 5,403 31,178 (44,756)
REEY Model enhancements - - = =
BRRBER Unwind of discount 409 502 68 979
s Write-offs - - (309,891) (309,891)
SN [ B fth 2 B Foreign exchange and other movements (163) - - (163)
2022%12A31H At 31 December 2022 301,393 43,466 232,932 577,791
2021F1H1H At 1 January 2021 401,256 40,967 229,706 671,929
# Transfers:
BHERE Transfer to Stage 1 8,357 (7,664) (693) -
BB ERER Transfer to Stage 2 (3,776) 3,776 - -
B EREES Transfer to Stage 3 (17,919) (14,019) 31,938 -
A REY REEEBMEL 2 ¥ Effect of stage transfers and changes in
allowance (2,482) 1,823 262,336 261,677
HRFRE - BASHERER New financial assets originated, purchased
JEREE or derecognised during the period 43,011 8,046 (964) 50,093
EINHRE B IE.R /EHRAB  Changes in PDs/LGDS/EADs/forward-looking
A/ BIENERR 2 assumptions (71,549) 1,478 (15,510) (85,581)
EREL Model enhancements 8,406 1,437 (712) 9,131
RRRBAE Unwind of discount 502 37 30 903
isH Write-offs - - (286,951) (286,951)
SN R Hfth 2 Foreign exchange and other movements 19 15 - 34
2021%F12H31H At 31 December 2021 365,825 36,230 219,180 621,235
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. HEKERBERE@ 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 EERMRE@ 3.2 Credit risk (Continued)
3.2.9 BEERF 3.2.9 Loss allowance (Continued)
f1=E4 Corporate
324] P2 PR3 At

BHREE BHEE AHEE AHEE
BRER BRER BRER BRER

Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2022F1A1H At 1 January 2022 218,142 323,745 328,429 870,316
# Transfers:
Gy Transfer to Stage 1 7,275 (6,111) (1,164) -
BB Transfer to Stage 2 (19,004) 19,004 - -
BB ERES Transfer to Stage 3 (1,795) (81,831) 83,626 -
mMEBREY RERZBMEL 2 Y2  Effect of stage transfers and changes in
allowance (3,481) 20,174 505,434 522,127

HRIRE - BARBEER New financial assets originated, purchased

LERERE or derecognised during the period 23,306 (16,342) (39,442) (32,478)
ENRRE EHBLER EHEK  Changes in PDs/LGDS/EADs/forward-looking

EIE/RIE RS & assumptions (28,716) 50,246 44,493 66,023
BREY Model enhancements - - - -
FRIRELR Unwind of discount 84 1,422 127 1,633
izl Write-offs - - (267,340) (267,340)
HNE R B EE) 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
202141418 At 1 January 2021 231,418 176,984 326,802 735,204
@i Transfers:
BRERE Transfer to Stage 1 12,518 (12,518) - -
BB ERER2 Transfer to Stage 2 (10,761) 10,761 - -
BEEIRERS Transfer to Stage 3 (384) (3,997) 4,381 -
MERES N EERHMEL 252  Effect of stage transfers and changes in

allowance (7,637) 16,300 34,781 43,444

BRIRAE - BASHERERZ New financial assets originated, purchased

TREBE or derecognised during the period 71,228 (3,082) (35,501) 32,645
EBHARE /EBRE /EMEK  Changes in PDs/LGDs/EADs/forward-looking

A /BRI RER 28 assumptions (41,787) 159,350 74,678 192,241
BRE(L Model enhancements (37,011) (22,085) - (59,096)
fERRELIR Unwind of discount 237 1,509 51 1,797
isH Write-offs - - (77,503) (77,503)
HNE R E 28 Foreign exchange and other movements 321 523 740 1,584
2021%12A31H At 31 December 2021 218,142 323,745 328,429 870,316
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(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)

3.2.9 BEERE@m) 3.2.9 Loss allowance (Continued)

TREBHIRE B GRS ERIF o5 AR E IR & ER The tables below provide a reconciliation of the Group’s gross exposure
ZREBBEEFPERIRRCEHERERE (in terms of the aggregate of carrying amount of loans and advances
ARV FREROEEDE) LR - to customers and notional amount of loan commitments and financial

guarantees) by stage under HKFRS 9.

=€ Retail
BB 1203 PEEr3 A&t
EkEE BRAE BERAsE BEE
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
exposure exposure exposure exposure

2022F1A1AH At 1 January 2022 111,759,224 448,842 588,688 112,796,754
@15 - Transfers:
BB ERR Transfer to Stage 1 76,020 (76,020) - -
BB ERE2 Transfer to Stage 2 (344,783) 349,174 (4,391) -
BB ERES Transfer to Stage 3 (347,038) (93,907) 440,945 -
WAEE%” IR Origination, derecognition, further lending

ERREN and repayment (2,714,542) (78,721) (106,318) (2,899,581)
HsH Write-offs - - (309,891) (309,891)
HNE & B fh 8 Foreign exchange and other movements (158,115) - (250) (158,365)
2022%12A31H At 31 December 2022 108,270,766 549,368 608,783 109,428,917
202141 H1H At 1 January 2021 108,821,831 460,323 614,711 109,896,865
L Transfers:
BB ERE Transfer to Stage 1 77,250 (70,801) (6,449) -
BB R Transfer to Stage 2 (261,588) 261,588 - -
BHEIEES Transfer to Stage 3 (328,740) (84,431) 413,171 -
TIEHER - RILRER - Origination, derecognition, further lending

BEFRER and repayment 3,438,058 (117,918) (145,794) 3,174,346

A Write-offs - - (286,951) (286,951)
HNE T E fth Foreign exchange and other movements 12,413 81 - 12,494
2021%12A31H 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™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

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

3.2.9 Loss allowance (Continued)

¥ Corporate
2] P& g2 PR3 A&t
et BEAE BERREsE REREE
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
exposure exposure exposure exposure
2022F1A1H At 1 January 2022 93,331,598 13,457,362 856,375 107,645,335
#% Transfers:
BB Transfer to Stage 1 1,289,871 (1,287,410) (2,461) -
BB ERER2 Transfer to Stage 2 (4,974,097) 4,979,117 (5,020) -
BB ERES Transfer to Stage 3 (827,604) (823,332) 1,650,936 -
MIRHR - EILHRR - E—F Origination, derecognition, further lending
EHRER and repayment (1,858,687)  (3,640,620) (287,024)  (5,786,331)
g4 Write-offs - - (267,340) (267,340)
R ET k) 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
2021F1A1H At 1 January 2021 92,043,595 13,166,661 959,383 106,169,639
&% - Transfers:
BB ERE Transfer to Stage 1 1,619,588 (1,619,588) - -
BB R Transfer to Stage 2 (4,317,741) 4,319,007 (1,266) -
B 2R Transfer to Stage 3 (176,151) (50,799) 226,950 -
TIARER - RILHER - - Origination, derecognition, further lending
EFRER and repayment 4,080,324 (2,369,406) (253,623) 1,457,295
HhsH Write-offs - - (77,503) (77,503)
HNEE Rt & Foreign exchange and other movements 81,983 11,487 2,434 95,904
2021%F12H31H At 31 December 2021 93,331,598 13,457,362 856,375 107,645,335
WEMEEGBERE MERITOE R RS AR Treasury portfolio, which consists of cash and balances with banks
PRSI A N FEFTEAH T AE M2 E W A and debt instruments at amortised cost or fair value through other
WEBTA  EhUAQTEEEEEHA AR comprehensive income. Of which, debt instruments at fair value through
fh 2T U E B & T B 4£{877,973,000/%5 7T B FE other comprehensive income with notional amount of HK$77,973,000
BR1EBERER2 B EEEEERRERE was transferred from Stage 1 to Stage 2 with an increase in ECL
FE R 70202112 A 31 B #972,000/% 7T 38 0 £ 1 allowance from HK$72,000 as at 31 December 2021 to HK$630,000 as
2022412 A31H#J630,000/% 7T ° H b= at 31 December 2022 due to stage transition. Others are classified in
BIMMEHEERNFNERRER - Stage 1 without stage transition during the year.
202145 « BEMEAE S EERBRIRRFER In the year 2021, the whole Treasury portfolio was classified in Stage 1

ERERER -

with no stage transition during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

3. BXEREE®
3.2 EERMRm@m)
3.2.10 EHEEF

TRIITRMN20224F 2021412 A31 BRI et

EE 2RI 2 BB S

3. FINANCIAL RISK MANAGEMENT (continued)

3.2 Credit risk (Continued)

3.2.10 Debt securities

The table below presents an analysis of debt securities by rating

agency designation at 31 December 2022 and 2021.

UAEE
TERHEH
FARMBRE
KEHEmER DAERR A
Financial 5l R HY
assets at LREE
fair value Financial
/EEE  through other assets at
FREE comprehensive amortised &t
2022F12A31H At 31 December 2022 Trading assets income cost Total
AAA AAA - 3,127,926 - 3,127,926
AA-EAA+ AA- to AA+ 562,161 10,208,949 6,440,778 17,211,888
A-ZEA+ A-to A+ - 15,630,609 15,806,959 31,437,568
BAREERA- 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 32,985,496 71,490,194
IATE
HESEC
FAEMZE
WHNeREE DABEARK R
Financial SIERHY
assets at SMEE
fair value Financial
FEEE  through other assets at
B#EE  comprehensive amortised 2t
2021412 431H At 31 December 2021 Trading assets income cost Total
AAA AAA - 1,391,800 284,131 1,675,931
AA-EAA+ AA-to AA+ 4,425,384 11,184,459 3,619,580 19,229,423
A-ZA+ A-to A+ - 17,985,700 12,256,623 30,242,323
BAREERA- Rated but lower than A- - 7,688,494 4,689,472 12,377,966
AER Unrated - 3,093,776 3,720,132 6,813,908
At Total 4,425,384 41,344,229 24,569,938 70,339,551
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3. BXEREE®
3.2 EERMRm@®)

211 B EERRZ EMEEZEBRES
EE

() BHE

BEFERRBRZBIENTIREDZ ER
PR ie c BRAPREMAE - —RIMF -
EERNBERTERBERATR 2R
B - BB ER o

TRAFPERMBFEEZRIAIN -

(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

(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 12H31H
At At
31 December 31 December
2022 2021

EPERRBZAE Gross loans and advances to customers
—&8 - Hong Kong 115,764,347 121,821,903
- — China 5,983,130 7,615,412
— &P - Macau 13,466,251 13,777,935
—Eft - Others 1,316,507 1,098,089

136,530,235 144,313,339
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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)
21 B EERECSHEEZREER 3.2.11 Concentration of risks of financial assets with credit
EEm) risk exposure (Continued)
(Z) 17% (b) Industry sectors
EFPEARBNABEE — 1517 % REBE A% Gross loans and advances to customers by industry sector
S classified according to the usage of loans
2022 2021
EBEFRAHER Loans for use in Hong Kong
IrEeRt Industrial, commercial and financial
—MEERE — Property development 5,194,440 5,467,229
—MERE — Property investment 21,406,840 19,253,002
—ERbE — Financial concerns 2,564,573 4,661,129
—RELL — Stockbrokers 842,926 1,642,984
— B ETER — Wholesale and retail trade 4,825,599 5,401,435
— Bl — Manufacturing 1,954,317 1,987,035
— B ERRE — Transport and transport equipment 2,247,726 2,269,160
—BREEY — Recreational activities 79,708 59,895
—EHR — Information technology 22,048 59,058
—Hfth - Others 6,054,928 6,970,986
45,193,105 47,771,913
EN Individuals
—-BEEEEHEE] — Loans for the purchase of flats in Home
[MAZZEETER Ownership Scheme, Private Sector
[HEEEERTEEFER Participation Scheme and Tenants
Purchase Scheme 484,470 529,218
-BEHMEENEER — Loans for the purchase of other
residential properties 33,911,826 33,473,466
—ZAFRER — Credit card advances 3,674,222 3,670,096
—Hfh - Others 12,181,304 13,105,677
50,251,822 50,778,457
EREFEANER Loans for use in Hong Kong 95,444,927 98,550,370
HHRE (FE(1)) Trade finance (Note (1)) 5,752,611 8,123,088
EERIMERMER(GEQ2)) Loans for use outside Hong Kong (Note (2)) 35,332,697 37,639,881

136,530,235 144,313,339
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3. BXEREE®
3.2 EERMRm@®)

21N B EERECSHEEZREER
BE @)

(2) 173

BB —RITRR B HE 75 (#)

(1) LNRZBESBRERZEEESERE
HZ BRI Mo BATEED - HOM
BONBE URERESRESZER -

THEREBZBHMEBR(BIERFRIT
BRAB(TRFRIT]) ZFINRITHE R
AETZESME ) B{E281,123,000% T
(2021412 A31H : 485,128,000/ 7C) 5
BN EEBUIMERMERIET -

(2 [EFBMIMEANERIBERTEER
FREEEAIMERZEK -

3.3 WmEER

MG R T e T 5 LR R RERAFE M3
HHEE BEMEEABRIMFEZERAR -

BERXHZMZRBREOBESE AREERE
REZEGRMERRERRZESRESEERT
ZRENMEZ S RARRBENIESINEE - &
MR ERIZAE S EEIA RS Em MR AR E IR
E o RERBGEESTRREDR  LARE -
RN RERTSRARBE(TSRREE] 2
EE-MBESRTSARNEERETEGHRK
MEARK - EEER 2 EREEREZR( R
R TE MBS RR 1) D — A L 2 [ IR R
B aELBERMEFIREE - ABZH - 5
B EELEEZERRNEZEARTHERR
FRWMBRHERZKFEAR - HATFARES
MEBERBEBREREFEABEREE-ME
LEFERBREZES  RREERGRZESGRE
FeEa NE -

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

3. BXEREE®
3.3 ThiEERm@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

3.3.1 REEERZ 5 EEE

AEBEZEERA - EINE - BFES ol
ERMTETAZBEEFAPHFETSEAR -

(F) mEERTEE®

ERTERRER  AREEAZEXRY
BIRAZ A EMISER MIEHTH S AR
MREZARBEHEN - TERARFTER
EEMIS AR 2T EIARMNT
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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.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)

3.3 Market risk (Continued)

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

3. FINANCIAL RISK MANAGEMENT (continued)

3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

(a)

(b)

HZE2022F12831H 1128 A8
12 months to 31 December 2022

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

Stress tests provide an indication of the potential size of
losses that could arise in extreme conditions. The stress
tests carried out by RMCD include: risk factor stress testing,
where stress movements are applied to each risk category;
and scenario stress testing, which includes applying
possible stress events to specific positions or portfolios.
Besides, the expected shortfall of the trading portfolio
is measured to evaluate the expected size of extreme
trading loss beyond a specified confidence level and over a
longer holding period. In addition, reverse-stress tests are
performed as a useful tool to evaluate the maximum size of
market stress that the Group can endure before hitting the
prescribed tolerable levels.

The results of the stress tests are reviewed by the Board
and its delegated committees regularly.
VaR summary of trading portfolio

HE2021F12A31H L1218 A
12 months to 31 December 2021

15 BB 5415 5 == K

Average High Low Average High Low

47|\ P 1 B Foreign exchange risk 1,660 3,113 262 966 3,362 273
FIE @ Interest rate risk 2,393 5,844 511 834 4,124 211
EBE All risks 3,388 6,132 653 1,379 4,317 413
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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

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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(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 (Continued)

(b)

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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(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)

(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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2022

205



iR e SRR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

3. H¥ERERm@m 3. FINANCIAL RISK MANAGEMENT (continued)
3.3 WHRR@ 3.3 Market risk (Continued)
3.3.2 REMRITRZ T HELE " 3.3.2 Market risk arising from the banking book (Continued)
(2) FEBFFEERZESZBRED I (b) Sensitivity analysis of non-trading portfolio (Continued)
(&)
(i) FEEE ) (i) Interest rate risk (Continued)
2022512 4318 -+ WFTH H b & At 31 December 2022, if HK$ and US$ market interest
BRF/AEMABTRETLZTHF rates had experienced a 200 basis points parallel up shock
ERBEBTRMERRERNEET under the HKMA'’s standard parallel up scenario, with other
1M EME RN F1TE & MA 200 variables held constant, the impact on earnings over the
EEZ - HARK12EA 2 BF &R’ next 12 months and the impact on economic value of equity
EZEBEBEZZEGD R ARG would have been HK$335 million higher and HK$670
335,000,000/% 7T X 7 4> 670,000,000 million lower respectively (2021: HK$78 million higher and
& (2021 F = o Bl A& 1 0 HK$727 million lower respectively).
78,000,000% 7t & & 4> 727,000,000
BIT) °
il 782021 4F 22022 £F & FA 7E 5 ME [ Fg K2 The method and assumptions used in the above sensitivity
PRS2 RE DT ERBREES K analysis on foreign exchange risk and interest rate risk are
I broadly on the same basis for both 2021 and 2022.
BT ONERR RAERERE - ANEBZEBEESR In addition to foreign exchange risk and interest rate risk, the Group’s
BB HRE IR Y EE M EEME S8R investments in debt securities and equity securities are also exposed
B o diut - AETRMNERBRERSESRER - to risks arising from other factors. Consequently, the value of such
5 MOR R H Ath 7] B8 52 8B 51| sk 40 & 4% & B gt investments could change significantly depending on a variety of factors
AZEMH  WEERENEBTALBERNEL - including liquidity risk, market sentiment and other events that might

affect individual or portfolios of exposures.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.3 Currency risk

commitments translated into equivalent HK$ amounts, categorised by

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT (Continued)

The table below summarises the Group’s financial assets and
liabilities as well as off-balance sheet net notional positions and credit

currency.
BT EYH R ARH Hitr i

20225128318 At 31 December 2022 HKD UsD MOP RMB Others Total
BE Assets
B RAEFTNER Cash and balances with banks 9,396,640 401,962 521,291 2,294,409 5,186,578 17,800,880
EFME12EANH Placements with banks maturing between

igtes one and twelve months 5,839,272 - - 2217,134 500,159 8,616,565
BEEBERENES Trading securities 562,161 - - - - 562,161
WATEEARE Financial assets at fair value through

SABRNEREE profit or loss - - - 9,303 - 9,303
fTEeRIA Derivative financial instruments 153,112 3,568,584 - 2,716 176,824 3,901,236
XEEHREMER Advances and other accounts 110,166,410 13,449,728 7,846,780 8,453,351 2,796,348 142,712,617
IATEEBEZEHA Financial assets at fair value through other

EzmabhaneBEE comprehensive income 9,061,417 28,956,363 324,521 131,374 144,176 38,617,851
DB ATIRNEREE Financial assets at amortised cost 4,154,888 25,098,193 1,141,293 2,355,588 176,128 32,926,090
SREESH Total financial assets 139,333,900 71,474,830 9,833,885 15,523,875 8,980,213 245,146,703
B 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
FEEERRNAE Trading liabilities 730,491 - - - - 730,491
REET Deposits from customers 129,098,151 39,154,306 9,256,780 13,042,834 9,240,130 199,792,201
BEANENE Certficates of deposit issued - 4,228,983 - - - 4,228,083
BERR Subordinated notes - 3,801,495 - - = 3,801,495
HipfRE Rl Other accounts and accruals 3,001,043 4,317,747 189,629 316,402 49,129 7,873,950
SHAEAH Total financial liabilities 133,311,659 56,020,640 9,446,409 13,370,787 9,387,755 221,537,250
BEBERABRTE Net on-balance sheet positions 6,022241 15,454,190 387,476 2,153,088 (407,542) 23,609,453
BEEBRMEAZETE  Off-balance sheet net notional positions* 16,463,860  (15,923,280) - (1,099,191) 647,607 88,996
EERE Credit commitments 59,473,558 7,503,748 2,160,921 5,092,322 376,541 74,607,090
* BEABERINGERBRFHETIZANRBELRE * Off-balance sheet net notional positions represent the net notional

EISNEZ BRI INESRITE TEMEIFE

amounts of foreign currency derivative financial instruments which are

principally used to reduce the Group’s exposure to currency movements.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE® 3.
3.3 ThiEERm@m)
3.3.3 SMEELEE)

FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

3.3.3 Currency risk (Continued)

BT e il ARE A At

2021512318 At 31 December 2021 HKD usb MOP RMB Others Total
BE Assets
R RERTHES Cash and balances with banks 5628784 1,254,288 633,213 2,395,923 2095545 12,007,753
EFMEL2EANTIH Placements with banks maturing between

il one and twelve months 2,875,840 233,899 2,117 888,863 531,144 4,531,863
BEEERBNES Trading securities 4,425,384 - - - - 4,425,384
WRT{EE AR Financial assets at fair value through

FABBREREE profit or loss - - - 14,119 - 14,119
fTHEERTIA Derivative financial instruments 50,869 474,485 - 11,457 84,245 621,056
REERREMER Advances and other accounts 111,989,593 19,419,500 8268253 10,976,296 1,804,147 152,457,789
WATEs = RAZEA Financial assets at fair value through other

Atz ARENEREAE comprehensive income 9,166,138 31,560,955 36,986 140,751 528981 41,433,811
BB IEREREE Financial assets at amortised cost 2157902 19,494,130 970,094 1,729,294 188,402 24,539,822
SREEA Total financial assets 136,204,510 72,437,257 9910663 16,156,703 5,232,464 240,031,597
B Liabilities
FAER Deposits from banks 64,147 1,377,614 - 259,937 1,499 1,703,197
fiESBIA Derivative financial instruments 50,424 1,298,004 - 6,628 70,309 1,425,365
BEEEREMER Trading liabilities 1511,927 - - - - 1511,927
REER Deposits from customers 126,480,173 38,300,149 9548782 14,048,506 7,756,955 196,134,565
BEINESE Certificates of deposit issued 200,057 6,389,660 - - - 6,589,717
BEER Subordinated notes - 4,128 446 - - - 4,128,446
HihfRE kR Other accounts and accruals 4,459,367 1,344,203 140,887 508,395 43390 6,496,242
¢EBEAS Total financial liabilities 132,766,095 52,838,076 9,689,669 14,823,466 7,872,153 217,989,459
EEEBRRABEFE Net on-balance sheet positions 3528415 19,599,181 220,994 1333237  (2,639,689) 22,042,138
BEEERIMEREEFE  Off-balance sheet net notional positions* 17201973 (19,767,365) - (240,501) 2,630,250 (175,643)
EEHE Credit commitments 62,398,672 7,579,705 2,294,001 3,749.471 106,901 76,128,750
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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

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

maturity dates.

fra M ERR M
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3EAKE
38R BE 1E0E
FHUT Over B5F 56N L T8
3 months 3months  Over 1 year Over  Non-interest At
2022127318 At 31 December 2022 or less to 1 year to 5 years 5 years Bearing Total
EE Assets
Be RERITNER Cash and balances with banks 16,088,163 - - - 1,712,717 17,800,880
ERTIZ12(EA R4 Placements with banks maturing between
il one and twelve months 5,856,264 2,760,301 - - - 8,616,565
?%Wéi%iﬁ%%ﬁw 5 Trading securities 545,165 6,438 10,558 - - 562,161
AATE2EEES Financial assets at fair value through profit
W\Ta SN REE or loss - - - - 9,303 9,303
fTESBIA Derivative financial instruments - - - - 3,901,236 3,901,236
RIE‘%%&&HMEE Advances and other accounts 122,129,946 4,962,885 8,510,503 2,910,738 4,198,545 142,712,617
AATEFE AHEEHA Financial assets at fair value through other
ErElanesEE comprehensive income 6,690,905 6,158,337 20,117,460 4,975,835 675,314 38,617,851
LA%@%M&\JE%%W@;@% Financial assets at amortised cost 2,969,264 3,210,135 19,153,704 7,590,998 1,989 32,926,090
SREEAY Total financial assets 154279707 17,008,006 47,792,225 15477571 10,499,104 245,146,703
af Liabilities
BAER Deposits from banks 3,411,424 - - - 701,069 4,112,493
fTESRIA Derivative financial instruments - - - - 997,637 997,637
RIFEERRNER Trading liabilities 730,491 - - - - 730,491
XEEHS Deposits from customers 132,723,417 48,958,085 2,406,598 - 15,704,101 199,792,201
BEINESE Certificates of deposit issued 814,917 3,049,142 364,924 - - 4,228,983
BEREY Subordinated notes - - 3,801,495 - - 3,801,495
HipfRE RIER Other accounts and accruals 738,548 101,529 295,877 101,148 6,636,348 7,873,950
SRERAH Total financial liabilities 138,418,797 52,108,756 6,868,894 101,148 24,039,655 221,537,250
FIESMEFAH (REHR)  Total interest sensitivity gap (unadjusted)®  15,860910  (35,010,660) 40,923,331 15,376,423
RZfTEIRGN TS Effect of interest rate derivative contracts 29,990,577 689,839  (16,153,692)  (14,526,724)
FESBEESH (L8 Total interest sensitivity gap (adjusted)* 45,851,487  (34,320,821) 24,769,639 849,699
* RIC AR EGREEDNREEBBERANEEM * Unadjusted interest sensitivity gap is determined based on positions of on-
BEMNFBEEET  KARMSGUREEEA balance sheet assets and liabilities. Adjusted interest sensitivity gap takes
PREF ERBMAETHFEITETAS LMK into account the effect of interest rate derivative contracts entered into to
2o mitigate interest rate risk.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HMBRBREE® 3. FINANCIAL RISK MANAGEMENT (continued)

3.3 ThiEERm@m)
3.3.4 FIFEE @)

3.3 Market risk (Continued)

3.3.4 Interest rate risk (Continued)

SEAME
3f@A ZE 15 E
FUAT Over Z5F 5L F T:8
3months 3months  Over 1 year Over  Non-interest a3

2021F12A31H At 31 December 2021 or less to 1 year to 5 years 5 years Bearing Total
BE Assets
BeREST0ER Cash and balances with banks 9,375,410 630,420 - - 2001923 12,007,753
ERME12EANEES Placements with banks maturing between

il one and twelve months 1,768,274 2,763,589 - - - 4,531,863
REEERRNES Trading securities 2248385 2,164,714 12,285 - - 4425384
WRT{EEEAES Financial assets at fair value through profit or

STABRREREE loss - - - - 14,119 14,119
fTESRTA Derivative financial instruments - - - - 621,056 621,056
REEFREMES Advances and other accounts 131,332,470 10,130,982 5,365,482 207,537 5401318 152,457,789
DATEE BEZEEHA Financial assets at fair value through other

Atz ARENEREAE comprehensive income 8,376,715 7191496 17,578,647 8,197,295 89,658 41433811
DERRKATIRNSREE Financial assets at amortised cost 4,682,704 2,067,487 11,277,809 6,498,456 13366  24539,822
eRAEAR Total financial assets 157,783,958 24948688  34,234223 14923288 8,141,440 240,031,597
B Liabilities
RITER Deposits from banks 1,695,507 - - - 7,690 1,703,197
fiESBIA Derivative financial instruments - - - - 1,425,365 1,425,365
REEERENER Trading liabilties 151,927 - - - - 1511927
BFER Deposits from customers 168,590,691 9,825,161 1,081,214 - 16637499 196,134,565
BEINERE Certificates of deposit issued 1,737,343 4,468,052 384,322 - - 6,589,717
RERS Subordinated notes - - 4,128,446 - - 4,128,446
HtnfRE kiR Other accounts and accruals 346,460 96,554 323,061 158,491 5,571,676 6,496,242
SRERAT Total financial liabilities 173881928 14,389,767 5,917,043 158,491 23642230 217,989,459
FISBREBA (REHEE)  Total interest sensitivity gap (unadjusted)*  (16,097,970) 10,558,921 28,317,180 14,764,797
FMETETREAN 2 B2 Effect of interest rate derivative contracts 28,679,285 216,443 (14,790621)  (14,105,107)
FISHRERASEHE)  Total interest sensitivity gap (adjusted)* 12581315 10775364 13,526,559 659,690
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EHBNRERENEZBE - THRRREER
‘REERAMSERBE(TSRAREE]) RFX
EBREBEDNARTAEREAENRRER - A%
BEENEBRGRRIZEE - UEBRITBRR
TR RIRAHE R R 2 2 -

(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

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

3. BXEREE®
3.3 ThiEERm@m)
3.3.5 FIFEENE @)

TREEREEPH20229F £ 2021412 A31 HFT##
BURBIRITRREFER R AERN - BRBE
EREHMRITREXBRBEN L ZEMIA
MER - STETANEESEREMEAENRE
BEZI|WT o

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.

Heb © R2022F

12A318

EXSERI=E

R2022F Of Which:
12A31A2 Have yet to
BRE{E,/ transition to an
2ReH alternative

Carrying Value/ benchmark
Notional interest rate
Amount as at as at

31 December 31 December

2022 2022

BB THRERENZARNETEEREE Non-derivative assets exposed to LIBOR
SRR AT E Measured at amortised cost
EREFRAMIES Advances and other accounts 6,492,264 2,897,907
DABBRR ARSI BRI S R A Financial assets at amortised cost 888,887 460,038
NATEFEEHSHH AHZEKET2 Measured at fair value through other

comprehensive income
NATEFEREET A A2 A RENEREE Financial assets at fair value through other

comprehensive income 572,356 489,451
FTESREENARER Total carrying value of non-derivative assets 7,953,507 3,847,396
THETR-FIEEH Derivatives - Interest rate swap 46,976,685 37,060,431
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. FINANCIAL RISK MANAGEMENT (continued)

3.3 Market risk (Continued)

3.3.5 Interest rate benchmark reform (Continued)

Hep 1 R2021F

12A318
HABEER
ER2ER %
720214 Of Which:
12A31H2 Have yet to
fEMEE/  transitionto an
LE2E alternative
Carrying Value/ benchmark
Notional interest rate
Amount as at asat
31 December 31 December
2021 2021
mERTHRERENERRNIITECREE Non-derivative assets exposed to LIBOR
SR ARG 2 Measured at amortised cost
FEEFLEMER Advances and other accounts 8,987,411 8,987,411
BRSNS REE Financial assets at amortised cost 577,374 460,424
NATEEEEZEF AL M AR E Measured at fair value through other comprehensive
income
NATEFEREETH A2 ERENEREE Financial assets at fair value through other
comprehensive income 844,228 837,587
T epEENEREE Total carrying value of non-derivative assets 10,409,013 10,285,422
ITETA-M=EE Derivatives — Interest rate swap 48,580,973 48,573,176
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE®
3.4 FREBESRR
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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.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)
3.4.1 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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3. BXEREE® 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 REBESE @ 3.4 Liquidity risk (Continued)

4.1 HEELEBEEERF &)

3.4.1 Liquidity risk management process (Continued)

BEET In HK$ million
2022F 20214F
12A31H 12A31H
A As at As at
Internal HARLER| 31 December 31 December
categorisation Basic Criteria 2022 2021
ERF RIE DRI EIFEENEAT - ZBERERIT - HEBRAERK 11,331 13,696
NEBMBETHER AREER0%NEERZS
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
SE2AMR RIREERBTIFEENBIT - ZEERRIT - AEELNIFD 7,859 7,923
REEBFITHERZ AREER20%H B BE S
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
SE2B#K ELBEREFHERAIBEN R EEMF L RPN AR EE] 46,384 40,725
MRS RMBERITHER EMBEE S
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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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

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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3. HKEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)

3.4 R"EBESER@® 3.4 Liquidity risk (Continued)

3.4.2 FEHHZH 3.4.2 Maturity analysis
TERAOMAEEIZBEAREEBEAOINHA K The table below analyses the Group’s assets and liabilities into relevant
HFAEE A (WER) 2 R Dz EE R maturity groupings based on the remaining period at the end of the
afEo reporting period to the contractual maturity date or, where applicable,

the earliest callable date.

1EANL
B3R SEANL
EDUN BE 1B E
DHEE 1EBSLT  3months or Over 255 SELLE

Repayable Upto lessbutover ~ 3months  Over1 year Over SFHAH &3

2025128318 At 31 December 2022 on demand 1 month 1 month tolyear  to5years 5years  Indefinite Total
BE Assets
Re RERTHLEH Cash and balances with banks 3329660 14,471,220 - - - - - 17,800,880
EEME2EAR Placements with banks maturing between one

Bl iligfErA and twelve months - - 5856262 2760303 - - - 8,616,565
BIEEERRNES Trading securities - - 545,165 6,438 10,558 - - 562,161
NWATETEALED Financial assets at fair value through

TABRNEREE profit or loss - - - - - - 9,303 9,303
fEEBTA Derivative financial instruments - 297,916 169,477 233,95 1,390,438 1,809,446 - 3,901,236
EREHRENES Advances and other accounts 7312478 19,328,139 9450982 15,940,086 45195717 43,779,598 1,705,617 142,712,617
WAFEFZEEZEHA  Financial assets at fair value through other

EfrESENEREE comprehensive income - 1495726 4732868 6228075 20,510,033 4,975,835 675,314 38,617,851
DESHATIFREHEE  Financial assets at amortised cost - 1,399,416 507,964 3,210,134 20215587 7,591,000 1,989 32,926,090
BEDERE Investment in an associate - - - - - - 2159290 2,159,290
AREHEERA Investments in jointly controlled entities - - - - - - 13m 123,072
BE Goodwil - - - - - - 713,451 713,451
EVEE Infangible assets - - - - - - 69,715 69,715
NEREMETEE Premises and other fixed assets - - - - - - 2808838 2,808,338
eV Investment properties - - - - - - 802691 802,691
ELfEEE Deferred income tax assets - - - - 262,273 - - 262,273
EEAT Total assets 10,642,138  36,992417 21,262,718  28,378995 87,584,606  58,155879 9,069,280 252,086,033
B Liabilities
il Deposits from banks 517595 2574810 1,020,088 - - - - 4,112,493
fiEeBIA Derivative financial instruments - 249,956 184,586 161,327 401,768 - - 997,637
BIEEERRMAE Trading liabilties - 499,725 230,766 - - - - 730,491
BFER Deposits from customers 71,867,839 21,530,766 55,020,079 48,958,156 2,406,361 - - 199,792,201
BEANENE Certificates of deposit issued - - 814916 3,049,143 364,924 - - 4228983
EEE Subordinated notes - - - - 3801495 - - 3,801,495
HERE Lease liabilities - 11,992 23,833 101,529 295,876 101,148 - 534,378
HtlRE RER Other accounts and accruals, excluding lease

MEHERE liabilities 339,191 4,269,674 998,427 6,985 712,562 744,205 268528 7,339,572
L= Current income tax liabilties - - - 284,504 - - - 284,504
ERHEEE Deferred income tax liabiliies - - - - 39,131 - - 39,131
BEAT Total liabilities 72724625 29145923 58,292,695 52,561,644 8,022,117 845,353 268,528 221,860,885
FREMEE Net liquidity gap (62,082,487) 7,846,494  (37,029,977) (24,182,649) 79,562,489  57,310526 8,800,752 30,225,148
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FINANCIAL RISK MANAGEMENT (Continued)

3.4 REBELE @ 3.4 Liquidity risk (Continued)
3.4.2 FRIHZHm) 3.4.2 Maturity analysis (Continued)
@R
B3R SEAME
T EE 1E)E
HEEE  1EASUAT  Smonthsor Over E58 5ELLF
Repayable Upto lesshutover ~ 3months  Over 1 year Over BHHRE A%

021%12A318 At 31 December 2021 on demand 1 month 1 month folyear  to5years 5years Indefinite Total
2E Assets
Re RERTNES Cash and balances with banks 4024247 7,983,506 - - - - - 12,007,753
EEME2ERR Placements with banks maturing between one

HENER and twelve months - - 1768275 2763588 - - - 4531863
HEEERENZES Trading securities - 257399 1990986 2,164,714 12,285 - - 4405384
NATE2EEEY Financial assets at fair value through

HABRNEREE profitor loss - - - - - - 14,119 14,119
ESRIEA Derivative financial instruments - 142,748 82,257 106,992 139412 149,647 - 621,056
BEERREMEE Advances and other accounts 7660952 25605760 9391062 20139887 45171070 42814941 1584117 152,457,789
WAFEFZEEZEHA  Financial assets at fair value through other

Ef2ENENEBEE  comprehensive income - 2391285 463595 7745813 18373805 8197205 80,657 41433811
DESHATERSEMEE  Financial assets at amortised cost - 1520903 1767865 2577364 12041200 6,619,034 13366 24539822
BELTRE Investment in an associate - - - - - - 4230951 4230951
AREHEERA Investments in jointly controlled entities - - - - - - 114373 114373
EE Goodwil - - - - - - 713450 713,451
SVEE Infangible assets - - - - - - 58,252 58,252
NEREMETEE Premises and other fixed assets - - - - - - 2953797 2953797
RENE Investment properties - - - - - - 756,351 756,351
EiLHagE Deferred income tax assets - - - - 120,418 - - 120,418
BEA Total assets 11685199 37991601 19636401 35498358 75858280 57780917 10528434 248,979,190
af Liabiliies
KRR Deposits from banks 57311 721683 924,003 - - - - 1703197
fiEemIA Derivative financial instruments - 128,735 60,438 155,569 514,338 566,285 - 1425365
RIEBERRNAR Trading liabiiies - 500,001 1,011,926 - - - - 1511927
BFER Deposits from customers 91556259  30,853014 62128864 10285338 1,311,000 - - 196,134,565
BEANENE Certficates of deposit issued - 100057 1,637,286 4468052 384,322 - - 6589717
hEER Subordinated notes - - - - 4128446 - - 4128446
e Lease liabilties - 1253 24,098 96,554 323,062 158,491 - 614,040
AR RER Other accounts and accruals, excluding lease

THERERR liablities 323864 1,665,201 474701 1,365,628 696,973 910,750 444185 5,881,302
SRR Current income tax liabilties - - - 160313 - - - 160313
EENEaR Deferred income tax liabilties - - - - 17915 - - 17915
BERH Total iabilties 91937434 33981226 66261716 16531454 7376146 1,635,526 444,185 218,167,687
FRptEE Net liquidity gap (80252.2%5) 4010375 (46,625,315 18966904 68482134 56145301 10084249 30,811,503
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE®
3.4 FREBELEAMR@®)
3.4.2 FEIH ¥ (&)

RBERRFIEREAEC KRB EREEREAN
GRIB|E2BBES  BEODHABR 2 TR
DWHRAT

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:

1BARE
{B3f8A  SfEANL
FUT EE ENE

DHEE 1EAZLT  3months or Over Z5E 5ELE

Repayable Upto lessbutover ~ 3months  Over1 year Over EEHAH aif
on demand 1 month imonth  tofyear  to5years Syears  Indefinite Total
2025128318 At 31 December 2022
FEaan: Certiicates of deposit held included in:
WATEFEAEEHFA  Financial assets at fair value through other
ARERZHNESEEE  comprehensive income - - - - 234493 - - 234,493
DERRATRRSHEE  Financial assets at amortised cost - 547,529 167475 2,077,486 327,688 - - 3120,178
2021F12A310 At 31 December 2021
FEaan: Certiicates of deposit held included in:
IATEFEAEEHHA  Financial assets at fair value through other
EZERERNEBEAE  comprehensive income - 150015 93,789 - u59M0 - - 489774
IERAAGIROERAE  Financial assets at amortised cost - 244004 24408 70872 32752 - - 1597364

BERABEHREMNENERMZZENERLES

BEREE+THER - HRNETHNEBRZKESR
T\EEEE’JHEKE&T\W*EEU CHERITME - T2
BRI RIE N ERE - THENFEEARESA
ge 151*3/\?7][]1%%511 R o

EE f:‘éﬁ’ﬂ AH A RARERRAZERE 2
D BRRHEEERBES REREF

a2
& “”&@Jﬁﬁ%ﬂ*ﬂ R B RERE -

Sﬁm}i
‘Uﬂ} /%

3

HEE T EHE=- 2 REEERRZEH
AES  BEERMEAEAZFETHHEREDN
RBECBREIREENSSE - AR RZEE
AREREBRRIEBBEASAES - BEARRE
HEBEZEERENRENEGNBSERVER
HgmRem$ -

AFIRITEBEAFR AR 20225 F 5],

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

o Equity derivatives: equity options.

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

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

o Interest rate derivatives: interest rate swaps; and

. Credit derivatives: credit default swaps.
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

3. BXEREE® 3.
3.4 REBESE @
3.4.3 BEABEH 2 KEEE LT (%)

FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual maturities

(Continued)
AU LE 3ERANL 150 E
3EAZMUT BE 5%
1EASHUT 3 months or Over Over 5ENE
Upto  less but over 3 months 1 year Over &t
202%12831A At 31 December 2022 1 month 1 month to 1 year to 5 years 5years Total
FTETERER Non-derivative cash flow
af Liabilities
BIHR Deposits from banks 3,148,402 1,382,987 - - - 4,531,389
XPER Deposits from customers 95,895,491 55,619,737 50,045,801 2,472,269 - 204,033,298
BEEERENAR Trading liabilties 500,000 232,000 - - - 732,000
REGLE Certficates of deposit issued - 831,134 3,186,512 392,760 - 4,410,406
REER Subordinated notes 44,103 - 113,547 4,505,592 - 4,663,242
HEak Lease liabilities 12,568 24,940 105,902 307,274 102,485 553,169
Bk Other liabiliies 1,921,368 505,260 363,116 - 271,746 3,061,490
e Total liablities
(A425R) (contractual maturity dates) 101521932 58,596,058 53,814,878 7,671,895 374231 221,984,994
fTEIARSR Derivative cash flow
REBEE TESRTE Derivative financial instruments settled
on net basis (127,172) (39,229) (96,951) (47,120) (150)  (31199)
REBEE TESRTE Derivative financial instruments settled
0n a gross basis
MR Total outflow 65,920,646 19,021,182 19,090,989 16,823,690 6,407,382 127,263,889
MARE Total inflow (64,878,213) | | (18,802,935) | | (21,225,892) | | (19,005,166) (7,135,611) | |(131,047,817)
1,042,433 218,247 (2,134,903) (2,181,476) (728,229) (3,783,928)
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3. BXEREE®
3.4 REBELE @
3.4.3 BEABEH 2 KB E LT (%)

(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)
1EAMLE S[EANLE 1L E
SEATUAT E F5F
1EAZHT  3months or Over Over 5E F
Upto  less but over 3 months 1 year Over A3

20214124318 At 31 December 2021 1 month 1 month to 1 year to 5 years 5 years Total
FITETARSR Non-derivative cash flow
BE Liabilities
BT Deposits from banks 779,026 924,913 - - - 1,703,939
BFER Deposits from customers 123,002,790  62,735298 10,399,697 1,342,110 - 197,479,895
BEEERRNER Trading liabilities 500,000 1,012,008 - - - 1,512,008
BETHEHE Certificates of deposit issued 102,543 1,644,480 4,491,532 395,611 - 6,634,166
BEER Subordinated notes 44,343 - 113,539 4,505,489 - 4,663,371
HERRE Lease liabilities 13,192 25,558 101,635 337,265 161,278 638,928
HithfE Other liabilities 1,838,839 522,738 347,992 - 350,178 3,059,747
RESE Total liabilities

(BH5ER) (contractual maturity dates) 126,280,733 66,864,995 15454395 6,580,475 511456 215,692,054
ITETERER Derivative cash flow
REFEEEZTESRIA Derivative financial instruments settled

on net basis (1,124) 1,318 2,055 (14,253) 2,296 (9,708)
RERREETESBTA Derivative financial instruments settled
on a gross basis

MinEE Total outflow 48,789,682 | | 16,750,300 | | 17,297,065 3,749,175 1,067,931 87,654,153
HAEE 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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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HMBRBREE®
34 RBESERM®
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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.
150R 1F0E
No later than Z5F 5N E &t
2022F12A31H At 31 December 2022 1 year 1-5years  Over5 years Total
BRuRdE Loan commitments 68,441,125 2,301,536 668,036 71,410,697
ER ALK Guarantees, acceptances and other
Hiv SRR financial facilities
- EREBRERE - Guarantees and standby letters
of credit 2,613,307 17,352 - 2,630,659
-RERHEERE -~ Documentary and commercial letters
of credit 247,910 - - 247,910
ERENER Forward forward deposits placed 317,824 - - 317,824
ISR R Operating lease commitments 6,299 10,297 - 16,596
BARE Capital commitments 71,857 - - 71,857
At Total 71,698,322 2,329,185 668,036 74,695,543
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3.

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

FINANCIAL RISK MANAGEMENT (Continued)

3.4 Liquidity risk (Continued)

3.4.4 Off-balance sheet items (Continued)

1EHR 1EE
No later than Z5F 5F AL CH
2021124318 At 31 December 2021 1 year 1-5 years Over 5 years Total
ERdE Loan commitments 70,691,292 2,790,191 64,236 73,545,719
BR ALK Guarantees, acceptances and other
Hi S ERT financial facilities
-~ ERRERERE — Guarantees and standby letters
of credit 1,840,864 38,570 - 1,879,434
-RERBEERE — Documentary and commercial letters
of credit 703,597 - - 703,597
SRR Operating lease commitments 6,985 21,997 - 28,982
BRI Capital commitments 17,310 85,279 - 102,589
At Total 73,260,048 2,936,037 64,236 76,260,321

35 ¢RMEEREBEZAYE
(F) A FEZET
NHEXRNERES

TRERRASEA

BENGHEERIEFIEF ZIEHIER - &
EERREMERKREARRZESEESRT
A7 bERRF - BEHRRE KRR
B EXSERMGEN(NER)BILE
17 MEEERTIESSRE - BRI FER

ERREZ RN -

ERTAZAFEERAHSERL NS
SEENFTEAETZAEFZSTHEERE
PR SRR B EMN 2B T E
RAEZAIBEKERGETAMG -

3.5 Fair values of financial assets and liabilities

(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 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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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)
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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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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

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™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

3. HX¥RREEm@m

(Z) A FEZELRE

BAVEEZEENAE

3. FINANCIAL RISK MANAGEMENT (continued)
35 SREEREBEZAFEH®@ 3.5 Fair values of financial assets and liabilities (Continued)

(b) Fair value hierarchy (continued)

Assets and liabilities measured at fair value:

REMNFETE Recurring fair value measurements
F1R E24R 3R &st
2022%12H31H At 31 December 2022 Level 1 Level 2 Level 3 Total
AR Descriptions
BIEEERGMELR Trading securities and financial
IR HEFTEEHEES) assets at fair value through
FFABRNEREE profit or loss
BEREF Debt securities - 562,161 - 562,161
KEES Investment funds 9,303 - - 9,303
THEERITA Derivative financial instruments
FIEREERS Held for trading - 746,544 - 746,544
FEE RESH Held for hedging - 3,154,692 - 3,154,692
AT EFTEBEES Financial assets at fair value
FFAEAM R E IR through other comprehensive
TRIEE income
BEES Debt securities - 37,942,537 - 37,942,537
R EES Equity securities 337 - 674,977 675,314
RAFEFTE2EESR  Total assets measured at
fair value 9,640 42,405,934 674,977 43,090,551
AT EFTEBEEE Financial liabilities at fair value
FFABERNEREE - through profit or loss —
RIEBEERR held for trading
BEESH Debt securities - 730,491 - 730,491
PTHEERTA Derivative financial instruments
FHEEEMA® Held for trading - 640,447 - 640,447
FrE REEH Held for hedging - 357,190 - 357,190
RAFEFEZAESRF  Total liabilities measured
at fair value - 1,728,128 - 1,728,128
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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)
(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 shares issued by unlisted entities. These
investments 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.

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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(LAFE®EF LAz517R) (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) RFEZH = (b) Fair value hierarchy (continued)

BAVEFEZEERAE (8

Assets and liabilities measured at fair value: (Continued)

BEMATETE@®E Recurring fair value measurements (Continued)

B FoH E3% A&t
2021412A31H At 31 December 2021 Level 1 Level 2 Level 3 Total
AR Descriptions
BIEEERENEFR Trading securities and financial

U AR B RS assets at fair value through

FFABRNERMEE profit or loss

BEBESH Debt securities - 4,425384 - 4,425384

wEES Investment funds 14,119 - - 14,119
PTEERIT A Derivative financial instruments

FEEERR Held for trading - 360,405 - 360,405

EeE=Rashi=apis Held for hedging - 260,651 - 260,651
AT ETE A EES Financial assets at fair value

AR E R through other comprehensive

TRIEE income

BEBESH Debt securities — 41,344,229 — 41,344,229

PSR A Equity securities 481 6,315 82,786 89,582
BNV EFEZEEAST  Total assets measured

at fair value 14,600 46,396,984 82,786 46,494,370

WA ETEREE Financial liabilities at fair value

AR ERAE— through profit or loss —

FHEEER& held for trading

BEBESH Debt securities - 1,511,927 - 1,511,927
PTESmIEAE Derivative financial instruments

BFIEEER® Held for trading - 315,959 — 315,959

FEE RELEH Held for hedging - 1,109,406 - 1,109,406
WA EEZBEAE  Total liabilities measured

at fair value — 2,937,292 — 2,937,292
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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)
(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.

(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.
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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

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.

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:

HREE 1R F2 £33 AYE
2022F12A31H At 31 December 2022 Carrying value Level 1 Level 2 Level 3 Fair value
SHEE Financial assets
AR BRAK AR5 BR ) Financial assets at

SREE amortised cost 32,926,090 - 32,562,989 2,000 32,564,989
SEaE Financial liabilities
BEINETRE Certificates of deposit issued 4,228,983 - 4,233,857 - 4,233,857
BEEHR Subordinated notes 3,801,495 - 3,797,662 - 3,797,662

REE 18 EPE E3R NEE
2021412H31H At 31 December 2021 Carrying value Level 1 Level 2 Level 3 Fair value
SREE Financial assets
DA BRAK ARSI BR ) Financial assets at

SRERE amortised cost 24,539,822 - 24,464,629 13,366 24,477,995
SRER Financial liabilities
BEIRNESE Certificates of deposit issued 6,589,717 - 6,589,883 - 6,589,883
&EEH Subordinated notes 4,128,446 - 4,193,099 - 4,193,099
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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
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.

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)

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)
3.7 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.

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 19, 20 and 22.
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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 27.

(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).

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2022

237



iR A M ERR M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

4., FEASHBEEZEESHEFRHY
 (m)

(R) HEMzEE

EERENE - EEERERAA A o LS

FAITEIEREERE - A TTERE LRSS
BERIEN - EREFE (R IDEFRR ZHR)
RAGEZMEER BT SR (TR
THeRERERA -

MMEHEMS - THER—RERAM

o HEKRLEEAER)BEATE  ARE—
RE|IEHEEER(HTRIL) -

s MEEAREEASEEARBER  ~F
E-ReaERELR(RTRIL)

. BRI AEEeERREMRRemBEcE
R N I B E T 2 S N TS
ZEAEL -

HRAEE A A EFTERF S RBELEG TRk
HEEBE MEHEPZEREERAZRAER
mEMEERE -

fHEEFEAENRTE(RTTE) AREE S
PEDTR(RTITR)ZEERE - AgEHTHE
HEM - RARLE -—FPEFENEREMIR
HEAREE  BEABEAFESN2EEN  TE
EFTRAI R AETE 2 /P 1h - AMBEFRER - K&
B3 AT R AT R AR | R A -

REHmAZEREEENREESNH 28 -

238  AHRITEMARAT 20226 FH

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 28.
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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. FAARAMBMRRARRRBEEEE 5. STATEMENT OF FINANCIAL POSITION AND
RESERVE MOVEMENT OF THE COMPANY
AN B B AR R 2R Statement of Financial Position of the Company
12A31H
As at 31 December
2022 2021
FERBEE Non-current assets
WEBARIEE Investments in subsidiaries 7,016,170 7,015,931
AAFEFEBEEZSH A Financial assets at fair value through other
HhzmhmmemEE comprehensive income 856,394 -
mpAE Intangible assets 8,635 8,635

7,881,199 7,024,566

MEVEE Current assets

BER—FNB AR ZRITAES Bank balances with a subsidiary 4,250 35,284
FEUR R A 8RB Accounts receivable and other accounts 468 468
FELUH B A B ZE Amounts due from subsidiaries 19,945 860,552
24,663 896,304

nBaE Current liabilities
BIRERRHEMER Accrued expenses and other accounts 1,902 2,132
FEATFT B R RIFUA Amounts due to subsidiaries 442,830 425,235
444,732 427,367
FnE (Al EE Net current (liabilities)/assets (420,069) 468,937

7,461,130 7,493,503

s EQUITY

e Share capital 6,894,438 6,894,438

Hin @ (RRERERF) 5 (FF) Other reserves (including retained earnings) Note (a) 566,692 599,065

ERE Total equity 7,461,130 7,493,503

BEHEH2023F3 31 L IR o Approved and authorised for issue by the Board of Directors on 31
March 2023.

EX () HEE Gary Pak-Ling Wang Hon-Hing Wong

EE EFprE Director Managing Director
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STATEMENT OF FINANCIAL POSITION AND

RESERVE MOVEMENT OF THE COMPANY (continued)

Note:

(a)  Reserve movement of the Company

BURAE S AT A
BB HERE
Bl g 5
REREF  Share-based
Retained Compensation At
Earnings Reserve Total
20211418 At 1 January 2021 616,237 4,214 620,451
FEHA Profit for the year 427,974 - 427,974
VARG HE S A5 DARR 1) A B Provision for equity-settled share-based
RN B compensation - 480 480
20204 A HERE & 2020 final dividend (309,265) - (309,265)
2021 FFHIAR B 2021 interim dividend (140,575) - (140,575)
2021F12A31H At 31 December 2021 594,371 4,694 599,065
202251 H1H At 1 January 2022 594,371 4,694 599,065
FEHF Profit for the year 445,343 - 445,343
VARG HE S A5 DARR 1) A L1 Provision for equity-settled share-based
RN B compensation - 239 239
2021F KRR B 2021 final dividend (337,380) - (337,380)
2022F F AR B 2022 interim dividend (140,575) - (140,575)
2022%F12A31H At 31 December 2022 561,759 4,933 566,692
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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 personal banking, corporate banking,
treasury and global markets and overseas banking business. Operating
performances are analysed by business activities for local banking
business, and on business entity basis for overseas banking business.

Considering the customer groups, products and services of local
businesses, the economic environment and regulations, the Group
splits the operating segments of the Group into the following reportable
segments:

Personal banking business includes the acceptance of deposits
from individual customers and the extension of residential
mortgage lending, personal loans, overdraft, 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.

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.

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.

Others include results of operations not directly identified under
other reportable segments, corporate investments and debt
funding (including subordinated notes).
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6. OPERATING SEGMENT REPORTING (Continued)

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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6. EXDEREm
BE2022512A318 LFE

6.

OPERATING SEGMENT REPORTING (Continued)

For the year ended 31 December 2022

BERER
TEER
THARIT ¥RT  Treasury WOMRIT EIEH
Personal  Corporate  and Global ~ Overseas it Inter- by
Banking Banking Markets Banking Others segment Total
FHEMA/ (i) Net interest income/(expenses) 1,890,619 1,183,415 918,047 485,207 (94,263) 35 4,383,060
FRIBIA/ () Non-interest income/(expenses) 2,102,346 188,591 33,839 114,999 10,157 (6,722) 2443210
BN/ (i) Total operating income/(expenses) 3,992,965 1,372,006 951,886 600,206 (84,106) (6,687) 6,826,270
2EXM Operating expenses (1,747,004)  (485425)  (199,218)  (543,714) (47,336) 6,687  (3,016,010)
nhEE 1),/ 1%  Operating profit/(loss) before credit
Al L/ﬁﬁﬂ/ E8) impairment (losses)/written back 2,245,961 886,581 752,668 56,492 (131,442) - 3,810,260
EERE(BE) /B Credit impairment (losses)/written
back (192,606) (468,865) (36,388) (107,358) 2,117 - (803,100)
nREE / Operating profit/(loss) after credit
(A L/M‘J/ (B impairment (losses)/written back 2,053,355 47,716 716,280 (50,866) (129,325) - 3,007,160
HERENE kAL Net loss on disposal and fair value
BEEERHELTE adjustment of investment properties
BELEER and other fixed assets (2,337) (60) - (29) (38,336) - (40,762)
HEESRR SIS ER  Net gain on disposal of financial
BEZENS assets at amortised cost - - 2 - - - 24
il NG Share of results of an associate - - - 656,691 - - 656,691
H@‘ SNAREZAESE  Impaiment loss on the investment in
an associate - - - (1,683,000 - - (1,683,000)
RRALEREATHRE Loss on deemed disposal of
BB investment in an associate - - - (10) - - (10)
[E(EERIRFIBEEZEE  Share of resuls of jointly controlled
entities - - - - 29,879 - 29,879
BEEER/ (BE) Profit(loss) before taxation 2051018 417656 716304  (1077214)  (137,782) - 1969082
RE( L) /B Taxation (expenses)/credit (338,200) (68,936)  (118,357) (14879) 179,190 - (361,182
FRERH/(B58) Profit/(loss) for the year 1,712,818 348,720 597,947  (1,092,093) 41,408 - 1,608,800
HZ2022512A31HIEFE  Forthe year ended
31 December 2022
WEREHEER Depreciation and amortisation 74,355 15,862 8,150 58,725 223,077 - 380,169
14202212 A31A At 31 December 2022
NEEE Segment assets 56,274,744 63,748,997 93,451,822 35,908,242 7,426,257  (4,724,029) 252,086,033
HEAE Segment liabilities 117,229,213 48,743,485 14,526,149 29,279,831 16,806,236  (4,724,029) 221,860,885

AFIRITEEFR AR 2022F F 5],
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

6. EEIERFT@ 6. OPERATING SEGMENT REPORTING (Continued)
HE2021F12831HIHFE For the year ended 31 December 2021
MERER
£
AT ERT Treasury BINRIT EIER
Personal  Corporate  and Global ~ Overseas Hif Inter- &t
Banking Banking Markets Banking Others segment Total
FHSMA/ (Xih) Net interest income/(expenses) 1637016 1,194,462 747,645 494999 (129,846) - 3,944,276
FERIBMA/ () Non-interest income/(expenses) 991,658 208,776 69,980 133,646 39,358 (3,502) 1,439,916
BB/ (%) Total operating income/(expenses) 2,628,674 1403238 817,625 628,645 (90,488) (3502) 5,384,192
BB Operating expenses (1724721)  (520859)  (206,615)  (537,204) (35,302) 3502 (3,021,199)
NHEERESE Operating profit/(loss) before
Al EEER /(BB credit impairment losses 903,953 882,379 611,010 91,441 (125,790) - 2362993
EERESE Credit impairment losses (178,654)  (126,488) (15,475) (51,283) (1,443) - (373,343)
REEREESE Operating profit/(loss) after credit
e 2EER/(FB) impairment losses 725,299 755,891 595,535 40,158 (127,233) - 1,989,650
HEREMERL M Net (loss)/gain on disposal and fair
BTAEREATE value adjustment of investment
BEIE(BER) properties and other fixed assets (2,326) (1,034) (16) (29) 629 - (2,776)
HENATFEFEEEEE  Net gain on disposal of financial
SAEMZEYNENESE  assets at fair value through other
BEFG comprehensive income - - 4,993 - - - 4,993
EiEBERRCEE Share of results of an associate - - - 697,954 - - 697,954
BENRIREZHEBE  Impairment loss on the investment in
an associate - - - (726,000 - - (726,000)
BRLEBERTRE Loss on deemed disposal of
BB investment in an associate - - - (31,202) - - (31,202)
LR EE2EE  Share of results of jointly controlled
entities - - - - 33,060 - 33,060
BEAET/ (B8) Profit/(loss) before taxation 722,973 754,857 600,512 (19,119) (93,544) - 1,965,679
BB/ Taxation (expenses)icredit (119,336) (124,561 (98,914) (34,927) 69,615 - (308,123)
FRaF/(58) Profit/(loss) for the year 603,637 630,296 501,598 (54,046) (23,929) - 1,657,556
HZ2021512A31AILSE  Forthe year ended
31 December 2021
FERSHER Depreciation and amortisation 76,645 15,500 8,070 59,364 234,947 - 394,526
H2021512A318 At 31 December 2021
NEEE Segment assets 56,651,282  70,473506 80,791,990 38,977,756 7,440,156 (5,355,500) 248,979,190
PEAR Segment liabilities 114,634275 49,555,753 12,777,503 30,182,181  16,373475  (5,355,500) 218,167,687
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6. EE/ERFZ@® 6.
EBigER

RS IEERTBRBEAEERIIMBREFRER
% BENERHREYEENETEE 2T
i o B E2022F 2021F12 A1 B L FE - BFE
BN WEE-BERLEEDEEK10%KA £
CAEEZEE - AF  EERAIBRBATEF o

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.

246

7. FEFMBWA

7. NETINTEREST INCOME

2022 2021
FIEWA Interest income
IR & MATIRITH &R Cash and balances with banks 327,255 148,094
BHRE Investments in securities 1,882,200 1,000,982
BEEERKEARE Advances and other accounts 4,755,147 4,021,184
6,964,602 5,170,260
FEZH Interest expense
RITIFRBEPEX Deposits from banks/Deposits from
customers 2,266,792 1,066,428
BEITFRE Certificates of deposit issued 104,812 43,284
BIEE Subordinated notes 164,346 103,308
HEBE(HF28(2)) Lease liabilities (Note 28(b)) 8,201 9,654
Hth Others 37,391 3,310
2,581,542 1,225,984
FEWAEE Included within interest income
—FHEEERABHNELR — Trading securities and financial
NAFEEEEZS A assets at fair value through profit
BEMemERE or loss 6,258 2,508
—URFEFEEHEEHTA — Financial assets at fair value
HEe WD /EE through other comprehensive
income 1,052,753 465,524
— SRR R e R EE — Financial assets at amortised cost 5,905,591 4,702,228
6,964,602 5,170,260
FEZHEE Included within interest expense
—RKUARAFEAEZBEEFTA — Financial liabilities not at fair value
BEanemaE through profit or loss 2,574,456 1,225,008

REZE2022F F2021F12 A31 B ILFE » WiEHE
REREBEZFERA -

RITIRITEEER AT 20225 F 3

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

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

8. NET FEE AND COMMISSION INCOME

2022 2021
REERASEA Fee and commission income
KANFEFZ2AESBA Fee and commission income from
BanemEEREEY financial assets and liabilities not at
AR5 2 KW fair value through profit or loss
—EEAEEZRBERAS — Credit related fees and commissions 156,941 170,138
—E5mE — Trade finance 57,761 80,739
—ERAFR — Credit card 250,016 276,816
H RIS E RAE WA Other fee and commission income
—BHKL A — Securities brokerage 144,653 215,359
— RIS R EAM(GE(F)) — Insurance distribution and others
(Note (a)) 1,518,633 218,564
—ZERE NI EEERE — Retail investment and wealth
management services 157,757 303,980
—iRITIRBEBERFEE — Bank services and handling fees 70,096 70,770
— B pRGE — Other fees 76,890 70,456
2,432,747 1,406,822
BREERAEXH Fee and commission expense

RIARTEEAERBEA
RaHSRAEREEY

Fee and commission expense from
financial assets and liabilities not at

ARTEE ke H fair value through profit or loss

—FEELAS — Handling fees and commission 176,750 201,717

—BEfEMEA — Other fees paid 6,902 7,682
183,652 209,399

EE Note:

() MR2022F E25| 2 @B EERN2022F7H8 (@)  The amount reported for 2022 includes recognition of the unamortised
AREESHKRIEBTBEASRRD HRHRRE upfront payment and deferred payments totalling HK$1,394,149,000 upon
SHEVTE TR IR 2 1+ 8 & $£1,394,149,00078 termination of the HKDA announced by the Group on 8 July 2022.

ﬁ o

() AEBRE=FRHTE Xt CEBTERKR (b)  The Group provides custody, trustee, corporate administration, and
BEERY - X UERBNEERUAIEAS investment management services to third parties. The assets subject to
DR/EATBECENFLEMBREA - these services are held in a fiduciary capacity and are not included in

these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

9. FEHEWA 9. NET TRADING INCOME
2022 2021
IVEE =FUE Net gain arising from dealing in foreign
currencies 143,034 186,064
REEERBNEF 2 FEE Net loss on trading securities (452) (23)
FEEERGNITE TR 2 F e Net gain from derivatives entered into
for trading purpose 8,035 4,241
RBATEHHMEBeRIAZ Net loss arising from financial
FIETE instruments subject to fair value
hedge (3,785) (7,310)
LAATERT 2 B HE B ABRN Net loss on financial instruments at fair
TRTAZHEE value through profit or loss (3,980) (8,975)
142,852 178,997
10. HAnzEWA 10. OTHER OPERATING INCOME
2022 2021
RERTFFE 2 AN TE 2 EEZHETA Dividend income from investments
B rmiamERIE TARE 2 REKA in equity instruments at fair value
through other comprehensive income,
held at the end of the year
—EmiRE — Listed investments 716 1,323
—JELTIRE — Unlisted investments 3,410 13,920
WEMEZHES WAL Gross rental income from investment
properties 18,310 17,831
EmiHL WA Other rental income 16,763 16,470
Hth Others 12,064 13,952
51,263 63,496
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

11. &EXH 11. OPERATING EXPENSES
2022 2021
1B BB B A5z i Employee compensation and benefit
expenses
—HREMASER — Salaries and other staff costs 1,939,833 1,873,517
—BUTHB) —[RBZE FHEIGE(R)) — Government grant — Employment
Support Scheme (Note (a)) (3,848) -
— LARR 19 R BT RN 2 B 1R 1 (M5E44) — Provision for share-based
compensation charged (Note 44) 239 480
—Rkex it —AEHERFEEIGE(2)) — Pension costs — defined contribution
plans (Note (b)) 107,554 97,749
TEREMETEESH - Premises and other fixed assets
TeETE expenses, excluding depreciation
—TEMESZ L (MiE28(2)) — Rental of premises (Note 28(b)) 2,956 3,804
—Hitb — Others 249,018 229,980
e Depreciation
—fTEREMEEEE (MFE28(F)) — Premises and other fixed assets
(Note 28(a)) 232,025 202,160
—BEAEME(E28(2)) — Right-of-use properties (Note 28(b)) 148,144 192,366
BEREEEES Advertising and promotion costs 89,824 75,791
ENRI - XA REE Printing, stationery and postage 41,565 45,869
I3 GRS Auditors’ remuneration 11,359 10,982
Hith Others 197,341 288,501
3,016,010 3,021,199
G Note:

() 20224 - AEEFRFETHABBFRILANE
A SHELHREE FEI([TRAZFIFED
R ZEESAMNRRLERTMBE A
REFREEREHNET - RIFMRAZE IFHEIN
G AEBAERESRSHMHMEE - U

HEBHMARINEREETE -

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

11. EEXH@m

it ()

(2) BrEEmRResE

11.

OPERATING EXPENSES (continued)

Note: (Continued)

(b)

In respect of the Group’s provident fund schemes

2022 2021

FARARIRSE B R AU PR

BEFRA AR R RHEOR KR

B SR B At E R R

Forfeited contributions utilised to

reduce the Group’s contribution

during the year 21,816 27,276
Forfeited contributions available for

reducing future contributions at the

year end 3,800 2,288

In respect of the other defined contribution schemes of the Group

2022 2021

FARRIRSE B TR

BEFRA AR R R AR KR

250  KERITEBAIR AR 2022F Fi

Forfeited contributions utilised to

reduce the Group’s contribution

during the year 1,291 1,058
Forfeited contributions available for

reducing future contributions at the

year end 122 186
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(LAE®F Th5I7R) (Expressed in thousands of Hong Kong dollars)

12. EEM< 12. DIRECTORS’ EMOLUMENTS

BREBDNAENIEIBIKER NG (EEREFCE The emoluments of the Directors of the Company in respect of the
BHEE)ER - ARBIESHRRTHEZHEBE period of directorship disclosed pursuant to section 383 of the Hong
AT Kong Companies Ordinance and the Companies (Disclosure of

Information about Benefits of Directors) Regulation were set out below:

EE2022512B31A.LEE  Year ended 31 December 2022

IR Chairman

TFERE David Shou-Yeh Wong
HTES Executive directors
BEARLE Hon-Hing Wong (Derek Wong)
ThExs Gary Pak-Ling Wang
FREEE Nicholas John Mayhew
BUFHTES Independent non-executive directors
LERLE Robert Tsai-To Sze
BREsHEE Seng-Lee Chan

BEEEE David Wai-Hung Tam
EhERE Blair Chilton Pickerell

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

EEME@w

1. HAAROAERZ WM 2 XN BHERD ZEhE
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

AzE=S"
T L5 247

EREANTARANREHEL
ZEEh) PP R R
FMa -

o St

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 « #) »
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12.

Note:

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 the Company’s 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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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

12. EEMew 12. DIRECTORS’ EMOLUMENTS (Continued)
BEFMRER
Rz ER
®ETL AR
g Incentive  AEMEH  ERERNE
R bonuses MEf  ZEZHRF
EMFE  accruedin (1) Employers
Salary, respectof ~ Share-based  contribution A
288  allowances services  compensation  to retirement (52)
Directors’  andbenefits  rendered in payment benefit Total
HZ2021F12A31AIEFE  Yearended 31 December 2021 Fee in kind the year (Note 1) schemes (Note 2)
£33 Chairman
TFEEE David Shou-Yeh Wong 500 5,946 14,175 - - 20,621
wiEs Executive directors
REETE Hon-Hing Wong (Derek Wong) - 8,718 3,250 - - 11,968
ThRERE Gary Pak-Ling Wang - 6,144 10,000 - 492 16,636
RRELE Nicholas John Mayhew - 5,964 13,350 - 497 19,811
BUTES Independent non-executive directors
LEERE Robert Tsai-To Sze 555 - - - - 555
REFIEE Seng-Lee Chan 670 - - - - 670
RREEE Yuen-Tin Ng 87 - - - - 87
BRELE David Wai-Hung Tam 500 - - - - 500
RMERE Blair Chilton Pickerell 567 - - - - 567
A Total 2879 26,772 40,775 - 99 71,415
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

13. BREMEZ5UAL

13. THE EMOLUMENTS OF THE FIVE HIGHEST PAID

INDIVIDUALS

(i) M4t (i) The aggregate emoluments
2022 2021

e BE  BYN&G&EARR Salaries, housing, benefits in kind and
other allowances 39,296 34,634
AR N AERE R S Performance-related bonus 49,419 56,575

RGBT E 2 BEHK Employer’s contribution to retirement

benefit schemes 1,511 1,511
90,226 92,720

(i) SMUHRESWAATHMESAERNT :

(ii) The emoluments of the five highest paid individuals
are within the following bands:

AE
Number of individuals
2022 2021
BITHKS
11,500,000 — 12,000,000 1 1
16,000,000 — 16,500,000 1 _
16,500,001 — 17,000,000 - 1
19,500,001 — 20,000,000 2 1
20,500,001 — 21,000,000 — 1
22,500,001 — 23,000,000 1 -
23,500,001 — 24,000,000 - 1
5 5

w5 EME WA Z ALA » B4A6I(20214F : 4
) AES - HiiENESHECBEE Ll 2K
FF12/4 o

RER - AEEAL EEERS&SBAALAS
e - (ERIASINEAREE 2 B8 S arRE

FisfismBAALTH S BRBBEEZFE
PRI ARTE T AN SR B 2 S AE O TRAR R BNTEAL ©

RITIRITEEER AT 20225 F 3

Included in the emoluments of the five highest paid individuals were
the emoluments of 4 (2021: 4) Directors. Their respective Directors’
emoluments have been included in Note 12 above.

No emoluments were paid by the Group to any of the five highest paid
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office during the year.

The emoluments of the five highest paid individuals shown above
included incentive bonuses accrued in respect of the services rendered
and the Group’s performance for the financial year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

14. EEREEE

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

14. CREDIT IMPAIRMENT LOSSES

2022 2021
I EE (B R 2 ) New allowances net of allowance
releases 868,342 461,635
W El@ A B i E 2 RIA Recoveries of amounts previously
written off (65,242) (88,292)
803,100 373,343
DB : Attributable to:
—REERRBHR — Loans and advances to customers 784,312 394,119
—HEmermEE — Other financial assets 40,419 14,590
— BERURIE R ISR — Loan commitments and financial
guarantees (21,631) (35,366)
803,100 373,343
15. ®i1E 15. TAXATION

BV FIS BT IR R N 4 5 8 SR B0 F bA R =%
16.5% (2021 4F : 16.5% ) IR A  /BINEFRTD
R REIMEETERBR MR AN B & 5
E2BRTBERTHE -

EERELRARRARENZE  RESRS
BB I 1 0 0 7 T RS PR 2 B
EUER MR -

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
REERIA Current income tax:
—HBNEH — Hong Kong profits tax 352,450 282,406
—/BINEIE — Overseas taxation 37,772 41,567
—RBAEFETR(HB5E) 2 B — Under/(over)-provision in prior
years 4 (10,978)
SRAERIE (I 3E35) Deferred income tax (Note 35):
— BN E R RN ESE L — Origination and reversal of timing
differences (29,044) (4,872)
TR Taxation 361,182 308,123
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

15. BiE@) 15. TAXATION (continued)
REBRB AR T 2 BIEB BN GRS & R B InE The tax on the Group’s profit before taxation differs from the theoretical
PR EGTE 2 IRREFEN T amount that would arise using the weighted average tax rate applicable

to profits of the consolidated companies as follows:

2022 2021
R 5 AT Profit before taxation 1,969,982 1,965,679
BEBFEEE16.5%T8E 2 HIHE Tax calculated at Hong Kong profits tax
rate of 16.5% 325,047 324,337
IEREIRR - Tax effects of:
HBIR 2 TR Different taxation rates in other
countries 17,118 26,699
BRI WA Income not subject to taxation (132,178) (30,608)
TREHR A S Expenses not deductible 271,348 131,657
IBEER W oBE TR Results of associates and jointly
HENEHIER 2E controlled entities reported
net of tax (113,284) (120,617)
REMEEWEPRRZIER ltems recorded in other
comprehensive income (6,873) (12,366)
ERBRTRERRONBERE Utilisation of previously unrecognised
tax losses = (1)
RIBEFETR,/(B5E) 2 B Under/(over)-provision in prior years 4 (10,978)
I8 Taxation 361,182 308,123
16. BRE 16. DIVIDENDS
2022 2021
EIRF AR S - FAE@AR0.10% T Interim dividend paid of HK$0.10
(20214 : 0.10/87T) (2021: HK$0.10) per ordinary share 140,575 140,575
FORAHARR S - BT @AR0.298 7T Proposed final dividend of HK$0.29
(20214 : 0.24/87T) (2021: HK$0.24) per ordinary share 407,668 337,380
548,243 477,955
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

17. SREF| 17. EARNINGS PER SHARE
2022 2021
(%7T) (i)
(HK$) (HK$)
gRAF Earnings per share
HAR Basic 1.14 1.18
BE Diluted 1.07 1.18

% £ AN & F Th 1%z B8 2 %1 1,608,800,000 % 7T
(20214 : 1,657,556,000/5 7T ) R FNE E1TL B
R 19 2 hnage F¥9%11,405,752,132% (2021 4F -
1,405,752,1320% )5+ & -

T EE B TR BB & ) 1,507,448,000 75 7T
(20214 : 1,657,556,000/%8 70 ) W 2 & /& f& {5 B
X5 %13 101,352,0007% 7T (2021 4 4% ) Hy 4
SN - REANBEITEBRRG 2 NEFHE
1,405,752,132% (20214 : 1,405,752,1321% ) &
REMEEEBELTBRROTE - FRRRNE
RZRATIERARAEE H E@BRAR D 2 hE T8
WHEEETE -

The calculation of basic earnings per share is based on earnings
of HK$1,608,800,000 (2021: HK$1,657,556,000) and the weighted
average number of 1,405,752,132 (2021: 1,405,752,132) ordinary
shares in issue during the year.

The calculation of diluted earnings per share for is based on earnings
of HK$1,507,448,000 (2021: HK$1,657,556,000) after taking into
account of the dilutive effect of share of profits in an associate in
HK$101,352,000 (2021: Nil) and the weighted average number of
1,405,752,132 (2021: 1,405,752,132) ordinary shares in issue during
the year after adjusting for the effect of all dilutive potential ordinary
shares. 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
AR AR R OB FoTh) Profit attributable to shareholders
(HK$’000) 1,608,800 1,657,556
JERE SR B A E e EEERUE (BT Thz) Dilutive effect of share of profits
in an associate (HK$’000) (101,352) -
RNEESREE RN 2 %M (B T k) Profit used to determine diluted earnings
per share (HK$’000) 1,507,448 1,657,556
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

18. BERAERITHER 18. CASH AND BALANCES WITH BANKS

2022 2021
He RERITHEE S Cash and balances with banks 3,273,316 3,019,169
BRI ERTE R Money at call and short notice 14,529,515 8,989,779

17,802,831 12,008,948

Mk RELEE Less: impairment allowance
—EE1 — Stage 1 (1,951) (1,195)

17,800,880 12,007,753

19. BEEERAENESRUQFETE 19. TRADING SECURITIES AND FINANCIAL ASSETS

BHSHTABSNEREE AT FAIR VALUE THROUGH PROFIT OR LOSS
2022 2021
RIEEERABNES Trading securities:
Bi5ES Debt securities:
—&BLm — Listed in Hong Kong 16,866 12,285
—3EETM — Unlisted 545,295 4,413,099

562,161 4,425,384

ARATER 2 B £ A Financial assets at fair value through
BaremEE - profit or loss:
KREES Investment funds:
—&BLm — Listed in Hong Kong 9,303 14,119
9,303 14,119
A&t Total 571,464 4,439,503
PREEBRELFAR Included within debt securities are:
—BERER(ZRBELER) — Treasury bills which are cash
equivalents 89,278 2,304,220
—Hih BB REE — Other treasury bills 455,887 2,108,879
— BT ES — Government bonds 16,996 12,285
562,161 4,425,384
REATIES - By issuers:
— R REF R REEST — Central governments and central
banks 562,161 4,425,384
—1% — Corporate entities 9,303 14,119
571,464 4,439,503
R20224F K 20211231 H » Lill&#rATEES As at 31 December 2022 and 2021, there were no certificates of
ERFBETENE - deposit held included in the above balances.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

20. DERIVATIVE FINANCIAL INSTRUMENTS

The notional principal amounts of outstanding derivatives contracts and

SREQNFEAT : their fair values as of 31 December 2022 were as follows:
an/
ZELHE BF¥E
Contract/ Fair values
notional BE aE
amount Assets Liabilities
1) BIEEERBZITETER 1) Derivatives held for trading
) SMNEDTET A a) Foreign exchange derivatives
RHRBESLN Forward and futures contracts 89,702,960 619,726 (517,746)
B8 A\ RO L NG B Currency options purchased
and written 15,996,882 54,410 (55,034)
IRE R F 4 HY Cross currency interest rate swaps 258,108 8,646 (8,565)
) FIELTHET A b) Interest rate derivatives
F| 24 HR Interest rate swaps 2,546,183 61,362 (56,702)
) #a 1t 1TAET A ¢) Equity derivatives
8 A\ R e M EAE Equity options purchased
and written 229,616 2,400 (2,400)
REESERGZITETA Total derivative assets/(liabilities)
BE/(BE)E: held for trading 108,733,749 746,544 (640,447)
2) FHEEHRABZITETA 2) Derivatives held for hedging
B)IEEUARNFELFZPTETA  a) Derivatives designated as
fair value hedges
I 2= 451 B Interest rate swaps 47,823,185 3,154,692 (357,190)
FHEERAG 2 ITET A Total derivative assets/(liabilities)
BE/(AE) AL held for hedging 47,823,185 3,154,602 (357,190)
ERERZITESRTA Total recognised derivative financial
BE/(BE)EF assets/(liabilities) 156,556,934 3,901,236 (997,637)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

20. fTE£MIAE®@m 20. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
R2021F 12 A1 AR ZITET AR HNRER The notional principal amounts of outstanding derivatives contracts and
SREQNFEAT : their fair values as of 31 December 2021 were as follows:
&t/
FELHE ~¥E
Contract/ Fair values
notional BE afE
amount Assets Liabilities
1) BIEEERBZITETER 1) Derivatives held for trading
) SMNEDTET A a) Foreign exchange derivatives
EERHEEL Forward and futures contracts 73,866,338 305,938 (266,003)
B8 A\ RO L NG B Currency options purchased
and written 8,296,314 5,106 (5,275)
LI E T Ri2 H Cross currency interest rate swaps 404,909 4,734 (4,491)
) FIELTHET A b) Interest rate derivatives
F| 24 HR Interest rate swaps 4,953,683 25,773 (21,335)
) #a 1t 1TAET A ¢) Equity derivatives
8 A\ R e M EAE Equity options purchased
and written 472,050 18,854 (18,855)
REESERGZITETA Total derivative assets/(liabilities)
BE/(AB)E: held for trading 87,993,294 360,405 (315,959)
2) FHEEHRABZITETA 2) Derivatives held for hedging

B)IEEUARNFELFZPTETA  a) Derivatives designated as
fair value hedges

|2 4 HR Interest rate swaps 49,477,473 260,651  (1,109,406)
FHEERAG 2 ITET A Total derivative assets/(liabilities)
BE/(BE)E:T held for hedging 49,477,473 260,651  (1,109,406)
ERRZITESMIA Total recognised derivative financial
BE/(afk)as assets/(liabilities) 137,470,767 621,056  (1,425,365)
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21, REEHRHEMIRE

fre MR T

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

21. ADVANCES AND OTHER ACCOUNTS

2022 2021

BEFERRBREER

Nk REEE
— P EA
—PEER2
—PEERS

BHRIE

B REZERE
—PEERA
—PEER2

HAn &= (MI7E30)

OBk - R ELERE
— P& ER1
—PEER2
—PEERS

BHEESRREMRE

Gross loans and advances to customers 136,530,235 144,313,339

Less: impairment allowances
— Stage 1
— Stage 2
— Stage 3

Trade bills

Less: impairment allowances
— Stage 1
— Stage 2

Other assets (Note 30)

Less: impairment allowances
— Stage 1
— Stage 2
— Stage 3

Advances and other accounts

(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

4,182,559 5,294,452

(10,169) (11,298)

(2,238) (489)
(12,786) (13,771)
(25,193) (25,558)

4,157,366 5,268,894

142,712,617 152,457,789
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

21, BEERNHEMERR @

() BEEEFERRBRzBEHEEK
BRINE :

EFERLBNEEREREMERAAREMR
EFMZEBANMEETFEP ZRBREF
o ANREABRAREERRERERE - @\
EBEZLBEE -

21. 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 lessee 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

RERE 2 RWEUZBE WA

BMEMEREFBRZOMMT

1EAR
1F LA EE5F

5F AL

MR202245F K% 202112 310 @ LM FIEFAER
BREBAWREEEREIGRER -

R2022F12A31H  RAEBZEFREEER

FEARNE 2 E R ERKRIER M EFET A
30,782,000/% 7T (20214F : 51,224,000/ 7T) °

RITIRITEEER AT 20225 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

22. UAFEFEEEHSHHAHMEME
WENEREE

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

22. FINANCIAL ASSETS AT FAIR VALUE THROUGH
OTHER COMPREHENSIVE INCOME

2022 2021
BIFES Debt securities:
—&HBLEm — Listed in Hong Kong 13,609,856 16,676,005
— BB TR — Listed outside Hong Kong 15,742,345 16,208,367
—3 kM — Unlisted 8,590,336 8,459,857
37,942,537 41,344,229
SRS Equity securities:
—&BLEm — Listed in Hong Kong 337 481
—3k M — Unlisted 674,977 89,101
675,314 89,582
&t Total 38,617,851 41,433,811
BREEEFESFNE Included within debt securities are:
—RBENTRE — Certificates of deposit held 234,493 489,774
-BHEZR(ZERRLER) — Treasury bills which are cash
equivalents 897,617 2,439,243
—HiBEEZEE — Other treasury bills 3,867,536 5,459,898
—BUNES — Government bonds 635,348 708,540
— HtEBES — Other debt securities 32,307,543 32,246,774

AT EEHE B HEBA
2t 2ERENLRAE
BRTRERNOTMT :

BEES
— P RBUF MR RIRTT

N
—RTREM SR

~%
—~Hft

R MES
—%

37,942,537 41,344,229

Financial assets at fair value through
other comprehensive income are
analysed by categories of issuers as
follows:

Debt securities:
— Central governments and central

banks 9,160,937 7,987,115
— Public sector entities 802,807 789,164
— Banks and other financial

institutions 5,902,047 6,792,715
— Corporate entities 22,076,746 25,775,160
— Others - 75

37,942,537 41,344,229

Equity securities:
— Corporate entities 675,314 89,582

38,617,851 41,433,811
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

22. UAFEFEBEHEEHTAEMEE
WENEREE @)

ETUAFEFEBEEEST AL MEAE R
ﬁs*%é&lﬂ&éﬁéimlﬂM%%%FI%W&
HE o RIIE®RA - & 2 A F{ER7,817,000
7&70(2021 : 17,741,00078 7T ) I 4 ) & BT E
18 (2021 « R51EE/R33,619,000%7T) °

23. DUBBREAIIRNEREE

22. FINANCIAL ASSETS AT FAIR VALUE THROUGH
OTHER COMPREHENSIVE INCOME (continued)

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$7,817,000 (2021: HK$17,741,000)
and no cumulative gain or loss on disposal has been recognised during
2022 (2021: cumulative loss of HK$33,619,000).

23. FINANCIAL ASSETS AT AMORTISED COST

2022 2021

BEBES Debt securities:
—&ELE™ — Listed in Hong Kong 11,895,925 9,748,480
— BB TR — Listed outside Hong Kong 12,981,228 9,869,613
—3 M — Unlisted 8,108,343 4,951,845

N RELERE
—PEERA

BEEBEBESNE
—FEE R REE
—BEREE
—BRES
—HApEE

BRI ATIRR SR E A
BEBITHIBER DT

— PRREAT B RERTT

—REHRE
—RIT R E A BEE

—%
—Hit

AFIRITEBEAFR AR 20225 F 5],

32,985,496 24,569,938

Less: impairment allowance
— Stage 1 (59,406) (30,116)

Total 32,926,090 24,539,822

Included within debt securities are:

— Certificates of deposit held 3,120,178 1,537,364
— Treasury bills 1,121,950 921,707
— Government bonds 214,612 242,800
— Other debt securities 28,528,756 21,868,067

32,985,496 24,569,938

Financial assets at amortised cost are
analysed by categories of issuers as

follows:
— Central governments and

central banks 1,336,562 1,164,507
— Public sector entities 1,410,432 529,658
— Banks and other financial

institutions 10,420,964 7,880,487
— Corporate entities 19,817,538 14,984,197
— Others - 11,089

32,985,496 24,569,938
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

24. BENTRE

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

24. INVESTMENT IN AN ASSOCIATE

2022 2021
fE(h & EFE Share of net assets 6,489,667 6,878,328
e Goodwill 344,623 344,623
6,834,290 7,222,951
ER : REZER 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

AEEREERITZHRENAFENZEEER
TTHR% A 20224 2021 F 48 2 Wi (B -

20224 K2021F 12 A1 B 2B & AR Z T EE
BT -

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.

The following is the key information relating to the associate as at 31
December 2022 and 2021:

R R & ik B FEXK FriEERB DL
=4 Place of incorporation Principal Percentage of
Name and operation activities interest in ownership
2022 2021
BERIT HREE A RFAE AT
Bank of Chongqing People’s Republic of China Banking 13.20% 13.20%
2022 2021
1A1H At 1 January 4,230,951 4,277,927
FEMBRTIIE 348 Share of results, net of tax 656,691 697,954
FEMBRT RIS A B A Share of investment revaluation
reserve, net of tax (226,037) 44,040
2HIRE Dividend received (209,484) (206,338)
B IE R Impairment loss charged (1,683,000) (726,000)
REIHE 2 k58 Loss on deemed disposal (10) (31,202)
e ZRREAMAE Exchange differences and other
adjustments (609,821) 174,570
12H31H At 31 December 2,159,290 4,230,951

i Q$E.E§F§§ETTE’]§$Aﬁ§/ﬁWﬁ G
FraE 2 EARRIMVRKBIE - MARBRR AL E
BRITABRTES -

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

24, BEATRE @)

() EERITZRRMKER
EERITZATET2E8HA12A318 -

H E2022F [2021F12 A31H ILFEHIM - A&

BEEesEERITEAMRE£2022F12A31H
128 A 2 ik 2 248 -

24. 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.
2022F 20214
12831H 12H31H
At At
31 December 31 December
2022 2021
EERTCBEREERARER Selected balance sheet information of
BOCQ
Re RERRIRITHLEH Cash and balances with central banks 45,946,001 45,612,239
FEUCE M 3RTT & & B ikHE Due from other banks and financial
institutions 48,589,056 54,969,190
BREERARBR Loans and advances to customers 383,513,820 376,276,117
Hith e @ &= Other financial assets 275,311,617 268,688,065
Hin & Other assets 13,465,538 13,365,802
BEAR Total assets 766,826,032 758,911,413
JE PR ERTT Due to central banks 44,158,597 62,080,178
BPEH - EARITRE M RIEERIE Customer deposits, and amounts due to
banks and other financial institutions 476,494,843 431,920,104
Hiverats Other financial liabilities 183,203,799 198,505,347
HinBfE Other liabilities 5,297,773 6,023,426
aEas Total liabilities 709,155,012 698,529,055
EmEE Total equity 57,671,020 60,382,358
R At TA Less: Other equity instruments (6,239,197)  (6,019,400)
kR R IEHIRER R Less: Non-controlling interests (2,417,877)  (2,419,756)
LRRRREGERES Total equity attributable to ordinary
shareholders 49,013,946 51,943,202
BEERITIREERAG Reconciliation of BOCQ’s total
HURETIRTTAR A ISR A shareholders’ equity to the carrying
ZEREELERR amount in DSB’s consolidated financial
statements
RARITIEIE R R = S 5T DSB’s share of total shareholders’ equity 6,468,932 6,855,608
e WEERZ e R AT ERE Add: Goodwill and fair value adjustment
at acquisition 365,358 367,343
ek - RME Less: Impairment (4,675,000)  (2,992,000)
fREE Carrying amount 2,159,290 4,230,951

RITIRITEEER AT 20225 F 3




24, BEQATBRE@
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

24. INVESTMENT IN AN ASSOCIATE (continued)

(a) Selected financial information of BOCQ (Continued)

20225 20214

12A31H 12H31H

At At

31 December 31 December

2022 2021

[EIREERITZ RARBERARE Share of BOCQ’s contingent liabilities and

commitments 12,065,327 9,919,288

2022F 20214

1818 1A1H

220225 220214

12A31H 12H31H

1E128 8 H12f8 A

12 months 12 months

from from

1 January 1 January

2022 to 2021 to

31 December 31 December

2022 2021

BERTZBEREREN Selected income statement information of
BOCQ

SEFRIBUA Net interest income 12,536,232 13,994,140
FREBRASKA Net fee and commission income 883,061 927,758
EXBBEER Loan impairment charges (4,128,183)  (6,155,105)
B Tax expense (1,359,852)  (1,488,054)
FREEM Profit for the year 5,934,531 5,863,517
Hit 2 E K Other comprehensive income (1,739,289) 372,671
FHEMEERE Total comprehensive income 4,195,242 6,236,188
B EERITRE Dividend received from BOCQ 209,484 206,338
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

24, BEQATRE@m)

(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 -
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24. 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.



24, BEQATRE@m)

(Z) BEZRENZRRR2022F R ZH
B (@)

R2022F - B EREC B FETHAEEN
I D 287 HEGBE AR R EMNEER R
REBEERITARRABEARRATEA - R IEH
BMIRENHSEUARREERITEINTIRER
2o PNIBEBMEE TETHE 2022012 A31 A{FEAE
1B732,159,000,000/% 7T * & FIERA 2 ERLE
T

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

24. INVESTMENT IN AN ASSOCIATE (continued)

(b) Impairment testing on the investment and impairment
recognised in 2022 (Continued)

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:

2022 2021
FEEAERE Annual profit growth rate Z2024FMEHA  F2025F A5 ER
N F6%ZE7% NT6%E7% °

BB FER% TEEFR5%

MR BR B LR

BRE

FSME AT R A B2 R AUEAE R B ()
Ll

FREENZEIERTERR2022F & 5 /R E
B - R 20224F 41,683,000,00058 7T © H R
20214 #7726,000,000/8 7T ©

Dividend payout ratio
Discount rate

PB ratio for estimation of
potential future recovery
value under different holding

periods

Ranging from
6% — 7% in the
near term up to
2024, and 5% per
annum thereafter
25.3%

12.0%

0.27

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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24, BEATRE @)
(Z2) BEZREANRRNR2022FRREB 2R

B @)

TRUAETEERAAENAENER2H ZE

BHEMAEED

FE UTHERREREEY

BE-SRZHEENGRE - ZR—BFH

o N B

IRA] RER A — IR HHER -

24. 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.

BRHES TRmES
Favourable change Unfavourable change
EREEN RRABEN
tH Tk
2022F 2022 Increase  fFAEE Decrease  fFAfEE
(AE#ER) (In millions of Hong Kong dollars) in VIU ViU in VIU ViU
FRRMERE Annual profit growth rate +1.0% 42 2,201 -1.0% (42) 2,117
R BIRE L& Dividend payout ratio +5.0% 126 2,285 -5.0% (126) 2,033
FRE Discount rate 2552 25 2,184  425E% (25) 2,134
-25 bps +25 bps
L& PB ratio +1% 50 2,209 1% (50) 2,109
+1 bp -1 bp
Bt TR
Favourable change Unfavourable change
RABEEN EMEER
H T
2021F 2021 Increase  {FAEE Decrease  {FREE
(B8#T) (In millions of Hong Kong dollars) inVIU ViU inVIU ViU
FEREMERE Annual profit growth rate +1.0% 76 4307 1.0% (76) 4,155
RBIRE L X Dividend payout ratio +6.3% 99 4,330 -6.3% (99) 4132
B % Discount rate -25EEh 54 4,285 +255% (54) 4177
-25 bps +25 bps
k% PB ratio +1% 50 4,281 -1 (50) 4,181
+1bp -1bp
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24, BEQATRE@m)

(Z) BEZRENZRRR2022F R ZH
B (@)

BRIEEZE2022F12A31B 2RI EEE LillE
R2HHNGBENS B8 Mo en LR EME
TZiHE B ERZEREEREERMABE
AR=(DEEEE2021512A31B R ZE
FURERHR) MG ELEEME T 2 T RE S5
HAMEREREE - ANEERE2022F12A31H 2k
METERIRENS  RELHTEFERAEARRY
Al Bl & R A E R IRV Z2021F12 A31H
2 2EHR{ERT22,992,000,0005% T4 2 BRE(E -
N AR B S5 51,683,000,000/8 7T ° Eitt - 7
2022F FE MERFTILF B #51,683,000,0007% 7T
LAMBERAZ IR E 2 (B{E=2,159,000,000/8 T °

HERHBTZEATR B RN EAIEZIRE 2
RBREF - ERARITUWREERTZEERE
BROM o (HEZIREHER SRR VIR E KA
21,213,000,000/8 7T * ZIRE ZBERTZEKR
HRIT 2 B AT BILE -

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

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

25. HEEHERRE 25. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES
2022 2021
JE TR - A Unlisted shares, at cost 20,000 20,000
FEME W B 12 Share of post-acquisition reserves 103,072 94,373
123,072 114,373
20224 122021412 A 31 B &) £ A% H & 52 40 The following are the jointly controlled entities as at 31 December 2022
™ and 2021:
hEEE
2Bt
Percentage
i it 26 FTEERRKE I of effective
£ Place of Principal activities and interest in
Name incorporation place of operation ownership
IRESERAR AR 6 WEER - B8
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong 13.333%
REHEEERR AT BB BERER - BB
Bank Consortium Trust Company Limited Hong Kong Mandatory provident fund business, 13.333%
Hong Kong
RS RAR AR EB MESEY BB
BCT Financial Limited Hong Kong Mandatory provident fund business, 13.333%
Hong Kong
AEBERBIZEREBR AR ZERARBARK The Group’s interest in Bank Consortium Holding Limited is held by
IRITIA - MREELERATRRHE/E DSB, a subsidiary of the Company. Bank Consortium Trust Company
RARITYIREHERBRAB 22 EMBRE] - Limited and BCT Financial Limited are the wholly owned subsidiaries of

Bank Consortium Holding Limited.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

26. SUBSIDIARIES

The following is a list of the Company’s subsidiaries as at 31 December

2022:
iR B
Percentage of BRTEERRE
shares held Particulars of
NGRS TEEK e BE B#  issued ordinary
Name of company Principal activity Place of incorporation  Directly Indirectly share capital
RIRITAR AT |7 BB
Dah Sing Bank, Limited Banking Hong Kong 100% - HK$6,200,000,000
ZH(1931)FR AR S S 0
MEVAS (1931) Limited Inactive Hong Kong 100% - HK$400,000,000
KIABEBR LA BEE &
Dah Sing Finance Limited Inactive Hong Kong 100% - HK$25,000,000
REZER KBRS
South Development Limited Investment holding British Virgin Islands 100% - US$1
RARIT (PR BRAR AT i A RARNE
Dah Sing Bank (China) Limited Banking People’s Republic of China - 100% RMB1,200,000,000
EFIEERTRN BRAR ®AT !
Banco Comercial de Macau, S.A. Banking Macau - 100%  MOP225,000,000
KRB AR AR R BB
Dah Sing Insurance Brokers Limited Insurance broking Hong Kong - 100% HK$500,000
REFERAA RI2 IR Bk
Dah Sing Nominees Limited Nominee services Hong Kong - 100% HK$100,000
REZER BB
Dah Sing Properties Limited Investment holding Hong Kong - 100% HK$9,998
AR e
DSB BCM (1) Limited Investment holding Hong Kong - 100% HK$1
REZRK Bk
DSB BCM (2) Limited Investment holding Hong Kong - 100% HK$1
RHEHBRRA] EHEE EE
Dah Sing Securities Limited Securities dealing Hong Kong - 100% HK$10,000,000
33 e
MEVAS Nominees Limited Inactive Hong Kong - 100% HK$50,000
MERE HBRAHE
CWL Prosper Limited Property investment British Virgin Islands - 100% US$1
CREMB(BE)BRAF Ei o 3 BE
Pacific Finance (Hong Kong) Limited Inactive Hong Kong - 100% HK$450,000,000
REVBEERAR & BB
OK Finance Limited Money lending Hong Kong - 100% HK$1,000
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

26. MIBLQTE @)

26. SUBSIDIARIES (Continued)

FriERBBEDEL
Percentage of BRTZERRA
shares held Particulars of
NGRS FTEEK SE i 2 HiE B  issued ordinary
Name of company Principal activity Place of incorporation  Directly Indirectly share capital
HEREBRAA MERE s
Vanishing Border Investment Services Property investment Hong Kong - 100% HK$20
Limited
MERE KBRS
Wise Measure Limited Property investment British Virgin Islands - 100% US$1
MERE HERTHS
Reliable Associates Limited Property investment British Virgin Islands - 100% US$1
MNBEEBRATF BEX AL
Modern World Holdings Limited Inactive Hong Kong 100% - HK$1
HMOEEEERAR mEH BB
Modern Bright Hong Kong Limited Inactive Hong Kong 100% - HK$1
WMERE HERTHS
Talent Union Holding Limited Property investment British Virgin Islands - 100% US$2
MERE RBRIHS
Well Idea Enterprises Limited Property investment British Virgin Islands 100% - Us$1

BAMIRITERARNZARBRAFIN -

b Uiy

Except for Dah Sing Bank, Limited which is a public limited company,

B REIG BRI RRISARN BB A M J7 M A
3 BREEEE M Z AR BIR AR o

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.

BRAIRIT (R EDBIR AR - BPIRERITARND
BRRR R EMFIREEEAINEMK N AR
SN B RRIIETBLE

Except for Dah Sing Bank (China) Limited, Banco Comercial de Macau,
S.A. and companies incorporated outside Hong Kong specified above,
all other companies operate in Hong Kong.

REFRTT (B BIR D FH200847 A £ B
EEMA S - HARR AP EE AR AFE 2 AR M
RIBRABI(ERAE AR ZES
&) - People’s Republic of China.

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
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27. BERENEE

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

27. GOODWILL AND INTANGIBLE ASSETS

BOER EFE&
&4 BYEE BYEE
BREE Core  Customer [ BEES
LS Contract deposit relationship Trade Club &t
Goodwill  intangibles intangibles intangibles name  debentures Total
KA Cost
20221 A1A At 1 January 2022 811,690 26,499 80,583 40,777 58,252 - 1,017,801
g Additions - - - - - 11,463 11,463
2022128318 At 31 December 2022 811,690 26,499 80,583 40,777 58,252 11,463 1,029,264
ZRAE/ B Accumulated impairment/
amortisation
202251 A1A R At1 January 2022 and
2022412318 31 December 2022 98,239 26,499 80,583 40,777 - - 246,098
REE Carrying value
2022F12318 At 31 December 2022 713,451 - - - 58,252 11,463 783,166
ZOER EPEE
& B AR EVEE
aBFEE Core  Customer [k
e Contract deposit  relationship Trade el
Goodwill intangibles intangibles intangibles name Total
A Cost
20211 1B % At 1 January 2021 and
2021%12H31H 31 December 2021 811,690 26,499 80,583 40,777 58,252 1,017,801
2IERME/ B Accumulated impairment/
amortisation
2021F1 /18 K At 1 January 2021 and
20214128311 31 December 2021 98,239 26,499 80,583 40,777 - 246,098
FEE Carrying value
2021%F12H31H At 31 December 2021 713,451 - - - 58,252 771,703

EERABRZEBVEEREAN BROEREE
FRGRELEERARBEREREN F5E12F
ZRIREHSE o  BRLERESSEERME
I & 58 R ERBE R ARG RIERE

EEIIR -

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

27. BEREFEE®
BENEERENTEERERLE -—BNEBLED
HERAZRGELEM([REELAEN]) - &
BEARBMEZ50T -

27. 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.

Bt P
Hong Kong Macau
BZERIT B ASRAT BIMRIT
Corporate Personal  Overseas &5t
Banking Banking Banking Total
BN Cost
2022F1A1B & At 1 January 2022 and
202212 A31H 31 December 2022 98,239 220,428 493,023 811,690
ZERE Accumulated impairment
20221 A18 K At 1 January 2022 and
20226 12A31H 31 December 2022 98,239 - - 98,239
FREE Carrying value
2022%F12H831H At 31 December 2022 - 220,428 493,023 713,451
B R
Hong Kong Macau
BERTT 1EARTT JEIMETT
Corporate Personal Overseas B
Banking Banking Banking Total
BN Cost
2021 F1 A1 & At 1 January 2021 and
2021F12A31H 31 December 2021 98,239 220,428 493,023 811,690
2IERE Accumulated impairment
2021F1H1B K At 1 January 2021 and
2021412A31H 31 December 2021 98,239 — — 98,239
AREE Carrying value
2021412H31H At 31 December 2021 - 220,428 493,023 713,451
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27. BEREFEE®
() BEREFEE DRENR

HEESFERENR  HHEBREFTE 2 ERAE
EMETEZ2HRCELBEMNIBIRSE - ZiTEE
FRHEEEIREABM&ES - 5FT 812 FAR
S KEREASGFRREANETEFIERE
2%HEBIEEEF AR ENE - Z5FtElmmEERE
AEBERHEUBBRECELEN EBRZES
FATERIES B KB (R 1B Z ATAS PR AR 51 o BT FE A
2R R T EENAEE 2 E AR AN TF I
11.10%(20214F : 11.12%) °

HREFETZREARDNEALSRBRREER
R 52 3%t Bl A HE B f2 LA HA 5T &1 2 T8I Uk
A BHERIZESFLAME TR - FTEAZAIREA
11.10% (20214 : 11.12%) HEERAEE 2 &
P AN o

SREFVREIAGSNSFRBALEBEES

REFNEBEREMSGEELT  EEMSE
EERREER R AMERK -

AEEVEERTE BRASEEFNREE
1E(20214F « ) o

28. TERHEMBEEEE

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

27. 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 2% constant growth rate
after the fifth year. The 5-year business plan was developed by the
Senior Management based on their evaluation of the businesses 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
weighted average cost of capital at 11.10% (2021: 11.12%).

For trade name, impairment testing is performed annually using pre-
tax royalty rate of 3% with reference to similar business transactions,
projected revenue in the medium-term plan, and in perpetuity after the
fifth year. The discount rate of 11.10% (2021: 11.12%) used is based
on the Group’s weighted average cost of capital.

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).

28. PREMISES AND OTHER FIXED ASSETS

2022 2021

1TE « KA RAE Premises, furniture and equipment 2,304,841 2,371,415
CREEE Right-of-use assets 503,997 582,382
2,808,838 2,958,797
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

28. TERHMEETEE @ 28. PREMISES AND OTHER FIXED ASSETS (continued)
() 17E - BRI REE (a) Premises, furniture and equipment
HH
RERAE
Furniture,
equipment
{TE  and motor a5
Premises vehicles Total
HZE2021F12A31B LFE Year ended 31 December 2021
FYREFE Opening net book amount 1,920,138 423,094 2,343,232
g Additions - 232,902 232,902
HE Disposals - (7,627) (7,627)
WES L (1) Depreciation charge (Note 11) (64,889) (137,271) (202,160)
PERER Exchange difference 3,249 1,819 5,068
FAREmFE Closing net book amount 1,858,498 512,917 2,371,415
2021912A31H At 31 December 2021
AR Cost 2,462,927 1,387,523 3,850,450
REITE Accumulated depreciation (604,429) (874,606)  (1,479,035)
BREFE Net book amount 1,858,498 512,917 2,371,415
HZE2022F12831 5 LEE Year ended 31 December 2022
FYREFE Opening net book amount 1,858,498 512,917 2,371,415
i Additions 97,452 85,243 182,695
= Disposals - (2,659) (2,659)
FrEXH(HEE11) Depreciation charge (Note 11) (66,427) (165,598) (232,025)
EHER Exchange difference (9,852) (4,733) (14,585)
FRIEAFE Closing net book amount 1,879,671 425,170 2,304,841
2022F12H31H At 31 December 2022
XA Cost 2,548,676 1,432,175 3,980,851
ZIEE Accumulated depreciation (669,005) (1,007,005) (1,676,010)
BREFE Net book amount 1,879,671 425,170 2,304,841
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TERHMBEEEEm

() 17 - BRRZRHE@

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

28. PREMISES AND OTHER FIXED ASSETS (continued)

(a) Premises, furniture and equipment (Continued)

TEZEREFERE The net book value of premises comprises:
2022 2021
TR e Leaseholds
EEBRFE 2R EELD Held in Hong Kong on medium-term
(FE10250F 2 fH) lease (between 10-50 years) 1,430,580 1,482,567
FEREBAINEA 2 R HITELY Held outside Hong Kong on medium-
(F£10250F 2 fH) term lease (between 10-50 years) 449,091 375,931
1,879,671 1,858,498
(2) H& (b) Leases

I ERAREERABRAZBERHER

(i) ERREGEEHBRIEZEHE

FAEMBRAXRAGEREE 2 SEHTH
T

This note provides information for leases where the Group is a lessee.

(i) Amounts recognised in the consolidated
statement of financial position

The consolidated statement of financial position shows the
following amounts relating to leases:

2022 2021
EREEE Right-of-use assets
ES Properties 503,997 582,382
HEAE Lease liabilities (included in
(BEEHMRE RFER) other accounts and accruals) 534,378 614,940

022FHHMEFREANNMEFRAREER
73,626,0007% 7T (2021 4F : 110,438,000
T) °

Additions to the right-of-use assets during the 2022 financial year
were HK$73,626,000 (2021: HK$110,438,000).
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

28. TEREMEEEE®
() HE@m

(i) ERRGEUBRZLH

FAalRENEREE 2 2BIIRNAT

28. 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:

b
Note 2022 2021
ERAREEZINEXL Depreciation charge of right-
of-use assets
IES Properties 11 148,144 192,366
MEXH(BEEMNSXE -HEEE) Interest expense (included in
interest expense — lease
liabilities) 7 8,201 9,654
EHERAEREEEEE Y Expense relating to short-term
(PRETEREMETEEES L leases and low-value assets
TRIEHE) (included in premises and
other fixed assets expenses,
excluding depreciation) 11 2,956 3,804

022FNEBHEEZRERLBEAS
157,077,000 7T (20214F : 199,800,000/%
TL) ©

(iii) FEEHEZERAWMAK

AEEEESEYZE - K2021F £ 2022
F o HEAR—MBIFEIF 2 BT HR
1B AT REF A 20 R 71 (iv) St 2 JE R 124 -

MERZERBERAZELREEZHEZTR
R - REEARAREZEEZE
iz - HEARLTRIMEMRE - 7
EZEEBGFFTRENEE RS EREER
o

(iv) ERREAIZERE

REREIDEEEOEEARERITZET
MERER - RAKRBEEENZEPEMRZ
BEMS  EAZFHRIATEHRELER
A e RZHHFFA 2R LR IDEEERR]
RAEREMIER HAEAITHRE

280  AHRTEBMARAT 20226 FH

The total cash outflow for leases in 2022 was HK$157,077,000
(2021: HK$199,800,000).

(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.

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

29. REM=E 29. INVESTMENT PROPERTIES
2022 2021
1H1H At 1 January 756,351 682,909
#ig Additions 84,651 68,806
BHATEER) ME Fair value (losses)/gains on revaluation (38,311) 4,636
12H31H At 31 December 802,691 756,351
RERTFAZRERFREBRRT Unrealised gains or losses recognised
EHER 2 RER R EE in consolidated income statement
relating to those assets held at the
end of the year
— A HAEEE), M — Fair value (losses)/gains (38,311) 4,636
WEYEZREFEBLE The net book value of investment properties comprises:
2022 2021
THEH Leaseholds
EEHEFA 2R EEL Held in Hong Kong on medium-term
(FE10E504F 2 i) lease (between 10-50 years) 683,555 633,148
BB LAINEE 2 H EAE A Held outside Hong Kong on medium-
(FE10E504F 2 i) term lease (between 10-50 years) 119,136 123,203
802,691 756,351
HEREYEZAFE Fair value measurement of investment properties

ANEJP2022F K£2021F12 A31H AR EMER
BEETTEM - WIHEBEBE T EESTASA
F-ARFHEH(HERSEER)BRAR AN
REBRFPEBRNZREMERE - KR A
CRFY) BRARABLINRF 2 IREMEREEL
BRI ESWMARBEE T ENAR2Z 2 HUY
FET IR A BRORHETT o TERTEIREMENE
B - HR-—IBFEZRBERKLEERMHE - Bk
185 A = FH R/ R IE B P E HIHE B
Big - HEBEMERN TRSEZUEEME LA
FEFEEEEBDLLARY - RZIA °

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

29. REWEm)
FTEREVEZATE®

MSEAEAME ZIGERER  HEFEMBME
ZRZ1PA R FHEFEIP 2 AFEEE —BK
EEARTS2HEENS 2 xa MEENYER

BREMEARBO A B R 2 BIBERMGETE
AEATE  EROBEERAERBBYBRS
ERFE1BF(RAFEFEIT R FESHENEIR
Bl e

NWAREEENTEZBEERAFEZREDE
B EIFRARBEELCLREERBZEY
E2 X MBEHEAERKAZBNET - 2FEF
EEMSHSKERABREE  HEmGRaXKE
TERARAR

WARBEEEIDETATESR 28U

29. INVESTMENT PROPERTIES (continued)
Fair value measurement of investment properties (Continued)

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”.

Under income capitalisation approach, investment properties of which
the fair value is determined using the income capitalisation approach,
the assessment is conducted on the basis of capitalisation of net
incomes with due allowance for outgoings and reversionary income
potential. The fair value measurement is positively correlated to the
market rental and inversely correlated to the market yields.

Unobservable inputs on income capitalisation approach:

EER®

Valuation technique(s)

FUBE 2 HE

Unobservable input(s)

EiE

Range

IRS=RYES BEREBE

Investment properties Direct comparison

approach

WAREEELTE

Income capitalisation
approach
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HEBAER

¥ 5R1,64778 108,900 T

(20214 - FFR1,938/% L5 116,000/E7T)

Unit sale rate
(2021: HK$1,938 to HK$116,000

HK$1,647 to HK$108,900 per square foot

per square foot)

[RECLERES 2.00%%3.10%
(1BRW=E) (2021: 2.00%%3.10%)
Market yields 2.00% to 3.10%

(reversionary yield)

mHEE

(2021: 2.00% to 3.10%)

BYRR7TBRENET

(20215 : B HR28BILEI7HE L)

Market rental

HK$27 to HK$91 per square foot

(2021: HK$28 to HK$97 per square foot)
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

30. HtEE 30. OTHER ASSETS
2022 2021
FEMERIE R FESIE B Accounts receivable and prepayments 2,584,139 4,290,314
FEFHIRA Accrued income 1,479,954 865,354
Hth Others 118,466 138,784
4,182,559 5,294,452
3. HFEEARNEAER 31. TRADING LIABILITIES
2022 2021
THEEEEE K EES Short sales of treasury bills and
treasury bonds 730,491 1,511,927
32. EFEXR 32. DEPOSITS FROM CUSTOMERS
2022 2021
V& BATF R R AR AT 5K Demand deposits and current accounts ~ 34,146,530 48,596,901
REEK Savings deposits 37,661,100 41,505,926
TEH - RA MR ETER Time, call and notice deposits 127,984,571 106,031,738
199,792,201 196,134,565

BRES - BRLEHERIN  EEMEPER
BRFRER

Other than time, call and notice deposits, all other customer deposits

carry variable interest rates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

33. CRITNERE

33. CERTIFICATES OF DEPOSIT ISSUED

2022 2021
YRR R T AR AR A A A At amortised cost with fair value
PR RRYIAR hedge adjustments
(for hedging interest rate risk) 4,228,983 6,489,717
R AT IBR At amortised cost - 100,000
4,228,983 6,589,717

R20224F 2021 F N » ANEBEIRB RV HER R
EEIMEBTERBZEBUATFEFEAEE
SFABE -

ARBERSFCHTEAEDREZE QRN
#) & B PA £ PTYI 2 Bk F {8 % 60,000,000 %8 7T

(20214 : 511,000,000 7T) ©

34, #%EEK

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.

34. SUBORDINATED NOTES

2022 2021
RERF R R T AB SR AR MAE A FE At amortised cost with fair value
PRI hedge adjustments
(for hedging interest rate risk):
225,000,000 7T 7420294 B B ) US$225,000,000 Subordinated Fixed
ELEBERBGE(F)) Rate Notes due 2029 (Note (a)) 1,708,812 1,810,359
300,000,000 T 720314 E Hi Ay US$300,000,000 Subordinated Fixed
ELBERBGE(Z)) Rate Notes due 2031 (Note (b)) 2,092,683 2,318,087
3,801,495 4,128,446

R20224F [ 202145 NEEARA R VIIATER R
BEEMREGEBRARFEFEEEZHFTA

B -

284  AHPTEMARAT 20226 FH

During 2022 and 2021, the Group did not designate on initial recognition

any subordinated notes at fair value through profit or loss.
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BESK@

it Jh K R 1T R 2019 F 1 A 15 H 17 2
225,000,000 T E B BB A XX H AR QA
(BAEXRZH]) LT ERFEEERBENTHA
ERAZMREARMIOFHE SBRERH(TEHK])
(BETEABRITEERN)RADZIER) - 1hE
BERFHER2020F1 B15 B FH - BBMEER A
202451 A15H - ARETHEHERMEEH -
FRR%  BEFMHE—IK - Hi&  MEBKR
EREMEERED  TRNFESETAER
SEHIXB B EES B E M558 F - HRISEH
SERIESAME - KFIRITAIAZEEERE D AT
B GEI D ) &R - KITRITIAE EH—BFRRITR]
SR EA KIS B E R R SR A ET
RITRI RS AERAZEF B -

it T K R 1T R 2021 F11 A2 H BT 2
300,000,000E TTEBER ZT EhRFEEE
BIBE NIRRT A ZRERNI0FHTE BERE
B ([EH ) (BETEBRITE(BEAR)RADZ
B3 o S EBAER2031F11 A2RFH] - Ei2
MEE R A2026F11 A2H - HBTHEHEE
MEEH - FEA3%  S¥FMNE—K - Hit -
HEBAEEREGHEERED  TENFEEE
I AERSFHEEBEES SR MI95EF - &
BEEASERBAME  KFRITAUEEE
BEBATAE EBD ) &R - KFRITHAEE—H
RERTTR] M AR HA A A 1§ R A Bl E I B4R
RAETRITRIFER S AEREOZB TSR -

ANEBEM S B EBEDEBIRANENNESEE
B A AP 2 BR T {E & 292,000,000 7T (2021
F : {£35,000,000/& 7T ) °

34.

Note:

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

SUBORDINATED NOTES (Continued)

This represents US$225,000,000 Basel |1l 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 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 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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

35. IEIERIIE
EEREEERBENEERAEAGAENTE

HI[E] — ISR R R 5 PIETT - BIH 2 @
T~

35. 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
EETHIEEE Deferred income tax assets 262,273 120,418
RIERIBEBE Deferred income tax liabilities (39,131) (17,915)

EEVBREERBBERBEREZRZHRER R
Bl S 2 FaET B E oA 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
REFIIREEE - Deferred income tax assets:
—AJfE12 f AR 2 R IEE E — Deferred income tax assets to
be recovered after more than
12 months 347,379 271,743
FRERIEGE - Deferred income tax liabilities:
—FEE12 M ARERZBREHERE — Deferred income tax liabilities to
be settled after more than
12 months (124,237) (169,240)
223,142 102,503

EIETRAR B @B EHMT

The gross movement on the deferred income tax account is as follows:

2022 2021

1818 At 1 January 102,503 110,119
ARG Was AR 18 [ Tax credited to the consolidated income

(fF3E15) statement (Note 15) 29,044 4,872
REAM 2 EUEERFER R (S H) Tax credited/(charged) to other

(PF7E39) comprehensive income (Note 39) 97,430 (17,362)
EHER Exchange difference (5,835) 4,874
12H31H At 31 December 223,142 102,503

RITIRITEEER AT 20225 F 3




35. EIEHIE @)

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

35. DEFERRED INCOME TAX (Continued)

BEMBEERBERAFE 2EE - TEER The movement in deferred income tax assets and liabilities during the
HRBOEEEE T H I AT year, without taking into consideration the offsetting of balances within

the same tax jurisdiction, is as follows:

BELERBEE : Deferred income tax assets:
e
EHEREE BEXZH
Impairment R E A
allowances Deferred REEM
and expenses Investment &%
provisions and others revaluation Total
2021F1 A1H At 1 January 2021 204,867 51,004 - 255,871
SR NEi NICIE: Credited/(charged) to the
(i) consolidated income statement 12,417 (1,701) - 10,716
A ECh 2 T Ml 2 A0 [ 9% Credited to other comprehensive
income - - 282 282
ERER Exchange difference 1,255 3,619 - 4,874
2021F12H31H & At 31 December 2021 and 1 January
202291 A1H 2022 218,539 52,922 282 271,743
EOBEERERIEAE Reclassified from deferred income
tax liabilities - - (53,031) (53,031)
PERA SR E R Credited/(charged) to the
(ZH) consolidated income statement 10,814 (8,228) - 2,586
A EL At 2 T i 2 A [ 48 Credited to other comprehensive
income - - 131,912 131,912
EHER Exchange difference (4,000) (1,804) (27) (5,831)
2022F12H31H At 31 December 2022 225,353 42,890 79,136 347,379
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

35. EFERIE @)

35. DEFERRED INCOME TAX (continued)

BEEBIEEE : Deferred income tax liabilities:
MERBEHE REPESR
Accelerated  Investment REEM
B tax properties  Investment a5t
Provisions  depreciation revaluation revaluation Total
20211 H1H At 1 January 2021 7,727 95,739 6,834 35,452 145,752
RirE iR A Charged)/(credited) to the
S (EH) consolidated income
statement 3,726 2,490 (372) - 5,844
REMEEKZAZE  Charged to other
comprehensive income - - - 17,644 17,644
20214128318 K& At 31 December 2021 and
20221 H1H 1 January 2022 11,453 98,229 6,462 53,096 169,240
ENABEEERIE Reclassified to deferred income
BE tax assets - - - (53,031) (53,031)
RirE KA (Credited)/charged to the
(E#),/ consolidated income
statement (11,453) (16,884) (230) 2,109 (26,458)
REMEERZAZE  Charged to other
comprehensive income - - - 34,482 34,482
EREE Exchange difference - - - 4 4
2022%12831H At 31 December 2022 - 81,345 6,232 36,660 124,237
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35. EIERE @

T FEARAREMEEREALE () ZIE
JEFRIA

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

35. DEFERRED INCOME TAX (Continued)

The deferred income tax credited/(charged) to other comprehensive
income during the year is as follows:

2022 2021
R R R 2 N T ERE Fair value reserves in shareholders’
equity:
—LATEFEBEEEEHA — financial assets at fair value
Hin 2 mbam & 5 E E (HE39) through other comprehensive
income (Note 39) 97,430 (17,362)

36. BREEQTZEER

RAFBHARERARE BEREKERRIR KRB
EEETR B EL AT

36. BALANCES WITH GROUP COMPANIES

Included in the consolidated statement of financial position captions are
balances with group companies arising from transactions conducted on
normal commercial terms:

2022 2021
HEAR N E 2 A B Balances from the holding company
BEERKEMEKE Advances and other accounts 584 591
BEPER Deposits from customers 727,935 108,433
EMERE KTElR Other accounts and accruals 1 31
ER[E R B AR 2 ek Balances from fellow subsidiaries
BEERREMEKE Advances and other accounts 5,772 6,710
BEREXR Deposits from customers 489,357 1,104,419
HBRE KER Other accounts and accruals 5,218 5,481
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

37. HARBERARE
(F) BAXEE

R12A31BERB NN RIBRCER 2 BEE ME
ABEEEZEARRENT

37. 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

EROBERERERZAX

(2) FEESE

AEBEERBERIMERETEPZERITA
BRTREREEERRINESEENT

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:

BHEHE

Contract amount
2022 2021
HEEERBER Direct credit substitutes 2,135,043 1,383,242
B PR 2 HATEE Transaction-related contingencies 495,616 496,192
B F AR 2 ATER Trade-related contingencies 247,910 703,597

A EUS M N ETE @A 2 I Commitments that are unconditionally

cancellable without prior notice 66,596,620 69,241,096
HAthF g Other commitments 4,814,077 4,304,623
REIEHER Forward forward deposits placed 317,824 -
74,607,090 76,128,750

EERRINESE

Credit risk weighted amount

2022 2021
SR B (E RIE Contingent liabilities and commitments 2,657,818 2,454,143

(SR OB TR AR T 2 (A AR) BRI FR
B -

290  AHRTEBMARAT 20226 FH

The credit risk weighted amount is calculated in accordance with the
Banking (Capital) Rules.
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37. RAREBRAE®)

(R) EFERZEE

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

37. CONTINGENT LIABILITIES AND COMMITMENTS

(Continued)

(c) Assets pledged

2022 2021
EERZFHEEEABREER Trading assets and financial
SREEIEREER investments pledged to secure
liabilities 3,185,206 2,593,024
—Er RO EE R — of which: under repurchase
agreements 2,453,089 1,518,732
ERzEBELE Amount of liabilities secured 2,678,069 2,585,362
—HEr  iREEE R — of which: under repurchase
agreements 1,946,069 1,510,862

ERIIRIEER A NEEMR L EAERERE
RZBE - ZFRZFHREFREFNERRZ S
(BIER B MR E E U REA R LB f4s
B2 SR PR ) IGETT -

(T) BEHEEAE

IARKEZ ABR/BEEA - BTIABUEMELE
HEMRARR B 2 RERE N REHEWT -

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

1F LA Within 1 year 12,165 14,584
1224 Between 1 and 2 years 7,941 3,721
2E3F Between 2 and 3 years 6,083 891
26,189 19,196

A - AEEEAETA - BHR20224F 20214
12A31BEF B TIMARBKZEE - EZSHE
Mg 4 2 & 5k 4858 A 51 516,596,000 7T
(20214 : 28,982,000/87T) °

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

38. |RA&

EER  CRORGZRE

Ordinary shares, issued and fully paid:

38. SHARE CAPITAL

2022 2021
R R e BRA
Number Share Number Share
of shares capital of shares capital

1A1RKk12A318

N EIA2014F5 427 BIR MR AR E AT 8
RIEETE]) - BRZARRERTEIE TR -
20@ (2021¢ : 2017 ) RN HE LAFRAE 1,500,000/%
(20214 : 1,500,0000%) AR A - BIETFAESE
EOFNESEEERAITHAE - B%TalFnE
F2022F12 A31 8 1E + 515 (20214 : 519) R
LA 3300,0000% (2021 : 300,000/% ) 2 2 &A%
B KK -

-
N

gm i I
;. L\A

RENREERSRITRABRBRRE B
BZRBERARRRMDBEBEEHNT

At 1 January and 31 December

1,405,752,132 6,894,438  1,405,752,132 6,894,438

Pursuant to the Company’s Share Option Scheme adopted on 27 May
2014 (the “Scheme”), 20 (2021: 20) options to subscribe for 1,500,000
shares (2021: 1,500,000 shares) of the Company had been granted to
certain directors and senior executives of the Group since the inception
of the Scheme. Up to 31 December 2022 and since the inception of the
Scheme, 5 (2021: 5) options to subscribe for 300,000 shares (2021:
300,000 shares) of the Company have lapsed or expired.

Movements in the number of the Company’s shares in the share
options under the Scheme held by directors and senior executives
during the year are as follows:

RREFRDEE
Number of shares
in the options

2022 2021
1A18 At 1 January 1,200,000 1,200,000
REART Granted during the year - -
RERTTE - BUB RN Exercised, cancelled or lapsed
during the year = -
12A31H At 31 December 1,200,000 1,200,000
P12 B31 B AREITE 2RS0T - Particulars of the outstanding options under the Scheme as at 31
December are as follows:
ARETROEE
RIREEE Number of shares
Number of options in the options
BRFARTEE Date of grant and exercise price 2022 2021 2022 2021

2018F4 52608 @ IRITFEE
Fh18.247% 7T

AFIRITEBEAFR AR 20225 F 5],

26 April 2018, at an exercise price of
HK$18.24 per share

15 15 1,200,000 1,200,000
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(LAE®F Th5I7R) (Expressed in thousands of Hong Kong dollars)

39. f#fE 39. RESERVES

202%1818 At1 January 2022

WATEFEEEREHA Net change n fair value of debt instruments at
A2 ESRNERTIAL fair value through other comprehensive income
ATERSEE

FEE R EHARRMBA N Share of other comprehensive income of an associate
A2 ERE accounted for using the equity method

NATEHEEEZHHA Net change in fair valug of equity insiruments at
A2ERERERETAZ  fairvalue through other comprehensive income
ATERYEE

FESHERELZHZELHE  Deferred income tax on movements i investment
(Iiz35) revaluation reserve (Note 35)

NATEHEREZEHA Net change in allowance for expected credit losses
A2 EAENERTAZ of debt instruments at fair value through other
EHEEEEEEYTE comprehensive income

BIMERE TR REGE Distribution payment of additional equity instruments

REBMEREBRRY Exchange differences arising on translation of the
EiER financial statements of foreign entities
DRESRGEAEHAH  Provision for equity-settled share-based
ZBERApAE compensation and other adjustment
FEET Profitfor the year
NANERHRE 2021 final dividend
020FHRE 2022 interim dividend
2025128318 At 31 December 2022
BZE12A318LEE
Year ended 31 December
2021
BIEMNMREB RN Z Proposed final dividend/final dividend
BURARHRS,TIRARE S paid included in retained earnings
(Ffz£16) (Note 16) 337,380
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

39. f@#E®@

T

RITRITREBEMBITANEEREVAERHRDE
MIEMERRAB AN RAERERE - BRZEER
B (R RPIREERIT AR RIT(FE) I ANEE
ABRITEGHI MABEEE RSB NI AMEERE - %
EERBRRAURETERZEFHSE - BERBZE
HERBLLE RHETHN  WERIERFE TR -

2022912 A31 8 + KHRTTE 57 438,466,000/ 7T
(20214F : 432,194,000 7T ) 2 £ FBIE REE R T
HESAE —REHE  SEBREREREBENFRIEE -

294  AHPTEBMARAT 20226 FH

39. RESERVES (Continued)

Note:

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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39. RESERVES (Continued)

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

R AER RERR
EEfGE REEHEA i1 i)
BARE Premises  Investment ERGE —#}fE  Share-based Retained
Consolidation ~ Revaluaion ~ Revaluation Exchange General ~ Compensation Earings aif
Reserve Reserve Reserve Reserve Reserve Reserve (Note) Total
02151518 At 1 January 2021 (220,986) 210,120 335,848 18,199 700,254 4210 20,439,221 21,546,866
ATEMEMAEBIERE  Fairvalue gain realised and transferred to consolidated
ENATE2AEEY income statement upon disposal of debt instruments
HARMRENENER at fair value through other comprehensive income
IERERRERE upon derecognition
hiE - (49%) - - - - (49%)
HATEFEEERGHA Net change in fair value of debt instruments at
Ef2EURNERIAY fair value through other comprehensive income
ATEESER - 69,682 - - - - 69,682
FEIERIER 3T ARENBENT  Share of other comprehensive income of an associate
ZEBRENS accounted for using the equity method - 44,040 - - - - 44,040
AT {EHE B AR Net change in fai valug of equity instruments at
Ef2ENENEEETEZ  fairvalue through oher comprehensive income
LTEEEFE - (1,176) - - - - (1,176)
FES[EREZSHZELHE  Deferred income tax on movements in investment
(Ii338) revaluation reserve (Note 35) - (17,362) - - - - (17,362)
AT EHEREZEHA Net change in allowance for expected credt losses
A2 ENENERTAL of debt instruments at fair value through other
BHEEFRERYEE comprehensive income - 7,388 - - - - 7,388
BMERM A2 REFR Distribution payment of additional equity instruments - - - - - (41,328) (41,328)
BEBMEREBRRN Exchange differences arising on translation of the
333 financial statements of foreign entities - - 207,165 - - - 207,165
RE IR - ENAEN Reclassification of net charge in fair value of equity
NTEEEESEA instruments at fair value through other
Ef2ENENEEETAZ  comprehensive income upon derecognition
APERE9E - 33619 - - - (33619) -
DARES RO IEAEEEM  Provision for equity-setiled share-based compensation
JBEREMER and other adjustment - - - - 480 - 480
ERER Profitfor the year - - - - - 165755 1,657,556
ANEFHEHRE 2020 final dividend - - - - S(092)  (309.265)
1 ERERS 2021 interim dividend - - - - - (140,575) (140,575)
20215128318 At 31 December 2021 210,120 467,046 225,364 700,254 4690 21,571,990 23,018,478
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

40. BEIMERMTIER 40. ADDITIONAL EQUITY INSTRUMENTS
2022 2021
150,000,000 Ty RESMER M T A (FE(F)) US$150,000,000 AT1 Capital Securities
(Note (a)) 311,416 -
115,000,000 ST HIZESMER T T A (FE(Z)) US$115,000,000 AT1 Capital Securities
(Note (b)) - 898,587
311,416 898,587

i Note:

() m2022F12A8H « KIIRITEITHEEERD (a) On 8 December 2022, DSB issued Basel lll-compliant undated non-
FENBZEA$ A150,000,0005 7T 2 HEHAPR IERTE cumulative subordinated Additional Tier 1 capital securities (the “AT1
BEBEHFZBIN—PERFZS([BEIN—PERE Capital Securities”) with a notional principal of US$150,000,000. The AT1
%)) o REBIN—MERBZFH D RIBAARR T RAF Capital Securities were subscribed in full by the Company and DSFH to
% &% LA 110,000,000 JT £ 40,000,000 7T 2 & the extent of US$110,000,000 and US$40,000,000 respectively.
el
WEBBSERBMRIIRT  RIBEBESER The principal of the AT1 Capital Securities will be written off up to the
SR BNEEER - RAMIEEIIN—REAX amount as directed by the HKMA if the HKMA notifies DSB that in the
BHERYVE - BRIRFRITGEEEE - BIFEIN opinion of the HKMA or a relevant government body that a write-off is
—RERBHRZ RS EEMBEEETELERM necessary, without which DSB would become non-viable.
BRZE® o
TR EHN2027F12 880 iR EMEER Distribution at 11.5% p.a. is payable semi-annually from the issue date to
I RBEFERAI15%  B¥FIN—K - the optional redemption date falling on 8 December 2027. Thereafter, if
B WRBEIN—RERFBHRFEER - RELSEX the AT1 Capital Securities are not redeemed, the distribution rate will be
BAGSFER—X - RERSFHEBEEEES reset every 5 years and it will bear distribution at the then prevailing 5-year
B X788 F o RIBFHIN—MERFF 2 IFEK U.S. Treasury Rate plus 788 basis points. DSB has the right to cancel
NS 82 R E - RFTIRITAEEUEIRE X distribution payment, subject to the requirement as set out in the terms
7 REBUBZIREZ N HTE AR5 and conditions of the AT1 Capital Securities, and the distribution cancelled

shall not be cumulative.

ERGEASERELIE - KRITUNER DSB may, subject to receiving the prior approval of the HKMA, redeem the
MREE A A2 IRES N A AEEEBER AT AT1 Capital Securities in whole but not in part, at par either on the optional
B OGERD ) BEIN—RERFES - redemption date or any distribution payment date thereafter.

(Z,) M2017F12A8H « KFRITBITIFAEEERD (b) On 8 December 2017, DSB issued Basel lll-compliant undated non-

FENHEEAR S #115,000,0005 7T 2 R IF R TE
REBH 2B —REREZ([BIN-RERTE
7#1) c HERAFER2ERE - ILFHI-RE
REFZBEFEEE R R2022F1288H « X
RITN20225F 2RI ERIN—MEARE S -

296  AFRTEBMARAT 20226 FH

cumulative subordinated Additional Tier 1 capital securities (the “AT1
Capital Securities”) with a notional principal of US$115,000,000. They
were fully subscribed by DSFH. The AT1 Capital Securities had an
optional redemption date falling on 8 December 2022. DSB had fully
repaid the AT1 Capital Securities in 2022.
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() ilrE TREREEEEZWHERER
Al 8 ERAEEEEFHRA(FTA)
REFHEERR

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

41. 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
kA jﬁxﬁ R EIE & 2 2 Wam M E R Rl Operating profit before gains and
2 & A losses on certain investments and

fixed assets 3,007,160 1,989,650
FR B Net interest income (4,383,060) (3,944,276)
i B s Dividend income (4,126) (15,243)
EEREEE Credit impairment losses 803,100 373,343
e Depreciation 380,169 394,526
BRR BIE 2 B R S E R Advances written off net of recoveries (511,989) (276,162)
VARS8 32 A5 LA RS A 1 /s EE R i 2 188 5 Provision for equity-settled share-based

compensation 239 480
BT & Interest received 6,347,531 5,839,787
EARFE Interest paid (1,595,335) (1,052,912)
B R Dividend received 4,126 15,243
LEEERABEYRIZEE R Operating profit before changes in

operating assets and liabilities 4,047,815 3,324,436

LEEENABZED

—Re RERITOERSREIE A 2B
31E Az WA KA EATF R

[REHA A #83E3 fE A 2 FEIRITEVER

—HEEERGRNES
—PTEERTA
—ARFEAEAREHABENEREE

—HE5F%

—EPERRBR

—Hth AR R

—HAFERE A REFH AR EE
Wt emEE

— DA SRR AT BRI & BL B BE

—iRITIER

—RFIEEERARNAE

—X}Eﬁw\

~BIERE

— EL AR A TR

I 3, FH B

HRELESRA (TR NIRE

XN BEITOEREZFE

EEEBNEH
ERUBSIMEK

g%/é@//lh)\/ FTA )iﬁi/?%ﬁ

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 331,234 (1,047,941)
— placements with banks with an
original maturity beyond three

months (3,241,056) 1,771,401
— trading securities 1,648,281 2,475,892
— derivative financial instruments (3,707,908) (1,251,065)
— financial assets at fair value through
profit or loss 4,816 (14,119)
— trade bills 586,862 (462,726)
— loans and advances to customers 7,783,104 (6,735,955)
— other accounts receivable 1,726,493 1,442,689
— financial assets at fair value through
other comprehensive income 1,026,319 (661,325)
— financial assets at amortised cost (8,522,259) (2,240,061)
— deposits from banks 2,409,296 (1,797,245)
— trading liabilities (781,436) (58,748)
— deposits from customers 3,657,636 5,794,758
— certificates of deposit issued (2,336,292) (1,555,672)
— other accounts payable and accruals 396,655 (389,222)
Exchange adjustments 263,046 (36,656)
Cash generated from/(absorbed by)
operating activities 5,292,606 (1,441,559)
Interest paid on certificates of deposit
issued (65,885) (85,161)
Hong Kong profits tax paid (252,611) (525,703)
Overseas tax paid (13,424) (10,675)

Net cash from/(used in) operating
activities 4,960,686  (2,063,098)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

M. GZERERELERMT@

(2) EREREBFERR  RERZEARE
HERERBEAGEIBEARUATE
Mz TN olser  REBEESCEERR
REATERERERERSBEZLE

41. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (continued)

(b) For the purposes of the cash flow statement, cash
and cash equivalents comprise the following balances
with maturity of three months or less from the date of
acquisition, deposits that are readily convertible to

e known amount of cash and which are subject to an
insignificant risk of changes in value.
2022 2021
e MIERTTR &R Cash and balances with banks 2,894,529 2,636,182

[REIEA B FE31E A sk AT 2 8 A0 K 58 BTE X

[REIEA B AE3ME A A T 2 FESRITEVIF R

BEAFEEERENESFANZBBERE

BRERAXHEFEREZEA
HitzHPENEREENZBBERE

REEE BRIFR A R ERITHY45842378,787,0008 7T
(20214F : 382,987,000/ 70) B[ TR & R ERIE
+BEE IRETIRERBEEIRE RERITHLE
BRIERIAT ©
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Money at call and short notice with an
original maturity within three months 13,108,548 7,241,778
Placements with banks with an original

maturity within three months 2,270,451 1,421,398
Treasury bills included in trading
securities 89,278 2,304,220

Treasury bills included in financial
assets at fair value through other
comprehensive income 897,617 2,439,243

19,260,423 16,042,821

Included in cash and balances with banks, HK$378,787,000 (2021:
HK$382,987,000) were balances with central banks for prudential
purposes and have been excluded from cash and cash equivalents.
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4. RERERELAERMFTE @
() REMETH 2ABEZHERER

TRAMAEBEREMETH - BEZE  BIF
RekERezE8H - REMBEHZEE 15
ﬁiﬁﬂiumayfﬁxiﬁﬁ}mﬂ% EREBEGERS
ME4 mgﬁW’X*Eﬁﬂﬁ/ﬁébfﬁﬁﬂngfﬁ °

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

41. 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.

RERETH
ZEERE
Total
liabilities
HERE HEES ERFIR from
Lease Subordinated Interest financing
liabilities notes payable activities
R2021F1A1H At 1 January 2021 694,598 3,828,458 47,304 4,570,360
BMEREMEE Changes from financing cash flows:
SNBETRERDR Interest paid on subordinated notes and
RAEHES 2 HIE debt securities issued - - (170,924) (170,924)
FTRIEET Issue of subordinated notes - 2,320,246 - 2,320,246
Eﬁ&ﬁfﬁﬁ% Repayment of subordinated notes - (1,949,775) - (1,949,775)
EEREaE Repayment of lease liabilities (199,800) - - (199,800)
RER &R EBEE Total changes from financing cash flows (199,800) 370,471 (170,924) (253)
Hih &5 : Other changes:
BETRERBREBESR Interest accrued on subordinated notes and
ZIEETFIS debt securities issued - - 175,565 175,565
ﬁifﬁf‘f%ﬂ Additions to lease liabilities 110,438 - - 110,438
EHER Exchange difference 50 14,610 - 14,660
fﬂf’?féhzﬂ g Interest expense on lease liabilities 9,654 - - 9,654
AT EH R Fair value hedge adjustment - (85,093) - (85,093)
Hith g mm Total other changes 120,142 (70,483) 175,565 225,224
74202112 431 H K%202251 A1H At 31 December 2021 and 1 January 2022 614,940 4,128,446 51,945 4,795,331
RERER &Y Changes from financing cash flows:
TR ETRERR Interest paid on subordinated notes and
11 m;‘%Zﬂ ) debt securities issued - (164,342) (164,342)
BEREAE Repayment of lease liabilities (157,077) - (157,077)
RMERS RS HEHE Total changes from financing cash flows (157,077) - (164,342) (321,419)
Hih&E) Other changes:
EETREGRERERES Interest accrued on subordinated notes
_ ZIESHIS and debt securities issued - = 164,346 164,346
FREREEE Additions to lease liabilities 73,626 - - 73,626
EHER Exchange difference (5,312) 315 - (4,997)
REaE MBS Interest expense on lease liabilities 8,201 - - 8,201
NFEE PR Fair value hedge adjustment - (327,266) - (327,266)
Hin# e85 Total other changes 76,515 (326,951) 164,346 (86,090)
H2022%12H31R At 31 December 2022 534,378 3,801,495 51,949 4,387,822
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

42, BERFES

BIFES D RIEN (F622GE ) F178 (BBEESE
FZER)  BEERTESZEHZ20224F 2021
F12ANBIUEFEZBRFE T 25-

42. 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 132 71
FRAUAR G Z &= BEER Maximum aggregate amount of
relevant transactions during the year
— BRI — Loans and advances 135 106

120224 220214 Lt 2 i B B BA 2 5 B — Y
BRRFE] - WRAARF -

43. BEREALTZRS

BEREALRZFEALARNERIHERZES S
7 B HEERFBREERK T
EERTES - WEEMBTRALZE HKRES
IHAEAFER  REALTRESBHEEA
=+ o

R20224F 20214 - AEEBARMEA LB
AEBEZERAR - FAREMBRR  ERAFZ
BRREEHERIERENKEBERATENZ
REETZEBERER S - RRRBILIENTT
ERERMAAKE 2RV BRRE  EUZE
MTEF) R RENSEEREZ R HHET
EH - ZEFEFREERMEREBEAEEEZH
B RAEEMHEEMEZRXZHREBAEEZ
EHER - BRA%Z - —RERGKRED &%
RN EEERFTEARNRREBNRET
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The above relevant transactions in 2022 and 2021 were all transacted
by a subsidiary and nil by the Company.

43. 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, the Group entered into various continuing
connected transactions with related parties including the holding
company, fellow subsidiaries of the Group, companies directly or
indirectly controlled or significantly influenced by the shareholders
or directors of the holding company. 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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43. EBREALTZXRZ @)
WHAEFBALZERARZNT :

(F) BERAAKRERMBARNRS

AR RAEBZEHBRRRFREERAR
FRARWBARR 2R EHER S (TERE
BRZF#ES EMAR EmRAIIE14A31E)
WRBIREATHNZBARTH - ZERXH2RAE
RiBE KT A IRIE _ ETR RSB 14A.53E [k 14A.54
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TRAEI4AZEERT -

REE LM B R R BEARIRT  RPIEEIRTT
RE—SENBARRS WA HE25WT

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

43. RELATED-PARTY TRANSACTIONS (continued)

Details of the significant related party transactions are as follows:

(a) Transactions with the holding company and fellow
subsidiaries

The Company and its wholly-owned subsidiaries within the Group
received and incurred the following income and expense from the
continuing connected transactions (within the definition of Rule 14A.31
of the Rules Governing the Listing of Securities on the SEHK (the “Listing
Rules”)) entered into with the holding company and fellow subsidiaries
during the year. The aggregate values of these transactions are
within or consistent with the respective annual caps applicable to the
Group pursuant to Rules 14A.53 and 14A.54 of the Listing Rules. The
Company has complied with the disclosure requirements in accordance
with Chapter 14A of the Listing Rules.

Income or expense arising from transactions involving subsidiaries,
namely DSB, BCM and another subsidiary of the Group are as follows:

BA/ %%

B EHRR

F14AE

Bittm Excluded/

REAIE14AE exempted

Subject to from

Chapter 14A  Chapter 14A

of the of the

2022 2022 Listing Rules  Listing Rules

BAFEGE) Interest paid (Note (i)) N/A (5,140)

BUERITFEE (7)) Bank charges received (Note (i)) N/A 1,318
BHS RIEBAAEERERAX Rentals and related building management fee

(% (i) and charges received (Note (ii)) N/A 3,060
ERHSEBRREEEERAY Rentals and related building management fee

(5 (iii)) and charges paid (Note (iii) N/A (3,463)

BUERE (F(v)) Management fees received (Note (iv)) 13,228 N/A

BURIR S RENE (FE(v)) Insurance commission and referral fees

received (Note (v)) 24,587 N/A

B RERE (FE(vi) Insurance premiums paid (Note (vi)) (9,162) N/A

BA/ B

B ETRAY

F14AZ

BRELET Excluded/

HRAF14AE exempted

Subject to from

Chapter 14A Chapter 14A

of the of the

20214 2021 Listing Rules Listing Rules

BAHAECEE()) Interest paid (Note (i) N/A (3,628)

BUERTFER (7H()) Bank charges received (Note (i)) N/A 1,574
e MIEEAEERE AT Rentals and related building management fee

(i) and charges received (Note (ii)) N/A 4,357
ERNHERMEAAEERERAX Rentals and related building management fee

(5 (iii)) and charges paid (Note (iii)) N/A (3,423)

BUEERE (7 (v)) Management fees received (Note (iv)) 13,046 N/A

BEURER S RENE (FE(v)) Insurance commission and referral fees
received (Note (v)) 25,437 N/A
B RERRE (FE(vi)) Insurance premiums paid (Note (vi)) (8,189) N/A
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43.
(@

Note:

(0

RELATED-PARTY TRANSACTIONS (continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Banking arrangements provided by the Group for companies within the
DSFH Group

DSB and other members of the Group provide standard banking services
to members of the holding company and fellow subsidiaries not being
subsidiaries of the 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 the 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 the 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 the Group and the DSFH Group are not for a fixed term.

The banking services provided by the Company’s banking subsidiaries
to the companies within the DSFH Group are banking services and
arrangements normally provided by the Group to its other customers
and are conducted on normal commercial terms. The provision of such
banking services by the Group to the DSFH Group enables the Group
to earn reasonable income consistent with the nature and types of the
banking services.

The banking subsidiaries of the 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
the 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.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

43. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with the holding company and fellow

subsidiaries (Continued)

Note: (Continued)

(0

(ii)

(iii)

Banking arrangements provided by the Group for companies within the
DSFH Group (Continued)

The Directors confirm that the deposits placed by members of the DSFH
Group at the banking subsidiaries of the 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 the 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.

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 HKFRS 16, 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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43. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with the holding company and fellow

subsidiaries (Continued)

Note: (Continued)

(iv)

Computer and Administrative Services Agreement with DSFH Group

On 31 December 2019, DSB entered into a new computer and
administrative services agreement with DSFH, 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”):

o 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
the Group to continue to expand its scale and operational capabilities
while costs incurred by the Group in providing the Services are recovered
from the DSFH Group.
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43. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(v) Distribution and Agency Agreements and other business referral services

(a)

Distribution and Agency Agreements with DSI (1976), DSIA and
MIC

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.
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43. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(v) Distribution and Agency Agreements and other business referral services
(Continued)

(a)

Distribution and Agency Agreements with DSI (1976), DSIA and
MIC (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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43. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(v) Distribution and Agency Agreements and other business referral services
(Continued)

(a)

Distribution and Agency Agreements with DSI (1976), DSIA and
MIC (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
the Group with insurance products and services to be offered to the
customers of the banking subsidiaries of the 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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43. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(v) Distribution and Agency Agreements and other business referral services
(Continued)

(b)

Business referral services

On 31 December 2019, the Company entered into a new
cooperation agreement with DSFH (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, the Company
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 the 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 the Group than terms available from independent
third parties. The fee income is payable by cheque(s) monthly in
arrears.



fre MR T

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

43. EBREALTZXRZ @)

() EHERARAREBRMBATNNRS @

(vi)  RETRER(1976) KORPIRER PR 4L 2 RER AR

RABEAFE RO A2019F12831BET L — 18
G ([ & 1EHZ]) ° A& 1EH#18R 20204
1A1ERAEME2022612A31 B IH(BEEER

B BEFHA=F-

RIFTRE(1976) KORPURR AR E B B A E R
BESACBRPERIEAZENER—MIRE -

RIRB976) AR EBE MK B AR RES

B Z%ﬁ%%?ﬁ%xﬁﬁ/\%%zf1%@@%/1

H=RE - WE2R 2REE 288

- EERERERE AR -2 ?ﬂ%“i\

FEF

BPIRBVRPIBRRITRERPRRIER

Y2 8
NERZ —RREBIEEE - AARE 9\\ CEEE
REZ

B-RE HE REEAESE - BTR
BFEEH -

HEREZREAGA - SFAEMERE
RS e

ZEREDARNEERIEER - EAREETH
BAB(RHRITRORFIRGRIRTT) BFREEARE
BEE RBREEMAERBZBBEERE

&/ RBAEBEPRMUEAINRS o 15 -

REBRHIRK(1976) ORFVRB 5 BliEZE 2 B

RS AR R A R B AR -

$ETF/—\{’ET’%§*~ AR AT Z’UET%@BW%*

T8 3 — @A 2 B R BRI
ﬁ%i’iﬁaum °

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

43. RELATED-PARTY TRANSACTIONS (continued)

(a) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)
(vi)  Insurance services provided by DSI (1976) and MIC

On 31 December 2019, the Company and DSFH 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 the Group and their
respective customers.

DSI (1976) underwrites general insurance policies in the name, and for the
benefit, of members of the 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 the Group to enable certain of
the Company’s subsidiaries, namely DSB and BCM, to comply with
relevant regulatory requirements in reducing risks to the Group’s assets,
businesses and operations and/or to provide additional services to the
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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43. 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 530 382
T Deposits 421,138 347,395
AIAZ BERUEE Undrawn commitments 2,889 2,737
R Guarantee - -

(i) TEEENEME

ARREZREEABRES  HBMEERE
S E NG EAPE

(A) BBRERNARAFZEHNER RS RE
23

FR - AEBEBWRINEBEQREERT
209,484,0007% 7T, (20214F : 206,338,000/ 7T ) i%
BIUA - FA2022F12A318 » AEEWEE S H
FERITELEOE ST (20214 : 48,529,000
BIT) o FA - REEBSHEEZEFIEE 27K
i H 720224 12 A 31 B 17 51 4 82 5226,552,000
7570 (20214 : 510,113,000/ 7T) - FA + A&
B U2 f R H1 E 8821,180,000% 7T (2021 4F
24,240,000 70) IR B A © B F REESRET IR
BEEBEER — M EERTES -
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(ii) Remuneration of key management personnel

Key management personnel of the Company are directors and
their remunerations are included under Note 12.
(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.



fre MR T

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

44. DARHRERE R E

REBREUBRES N2 RIABR ST M 2 A K5
AEMRIE - BRIEF 2 ARG A ERE RN
N2 5 AMIEE12 0

() BARBE N URD HER BN
(FF) BREX R E &

AREEEBARR 2 BRI ([ KFRTT
SEEE D REERARAH EREBAR
Nz REHER & ([ AFr 2 Ebat &) D IRHIA
RS ABR G RERNBH T EEE RS
BITHAE -

(i) KRHEBITEEE

RAFIREF2014455 27 B HLE R
MBS -

ZERIE Ty IR R T R B EIA
ARG T - BRREZ
TEEREEETMZESNRERAN
NAESEUNBERNBEAR S
ERBIE17.03(E)FRE T - &4
BERAT2IER Z &EEEEERE : ()
RARRGERTERBEAERSME
B 2B ¢ R(i) AN A R 7 B
BTBASEZEBNREERZIE
B2 HmE -

DHP

BAFHRTEENFEHERMNBERER
2022F12A31 8 @ & T AN

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

44. 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 12.

(A) Equity-settled share-based compensation plans
(a) Equity-settled share option scheme

Pursuant to the Company’s Share Option Scheme (the “DSBG
Scheme”) and the Share Option Scheme of its holding company,
Dah Sing Financial Holdings Limited (the “DSFH Scheme”),
equity-settled share-based compensation is available to directors
and senior executives of the Group.

(i) DSBG Scheme

The shareholders of the Company approved the adoption
of a share option 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.

Share options granted under the DSBG Scheme since the
date of its adoption to 31 December 2022 are as follows:

T~
BRITEEGER)
®FH Al FEHE 1TEH Exercise price
Date of grant Type Vesting period Exercise period per share (HK$)
20184 A26H VARSEHE 32 1+ 20185F4 H26H & 20195F4 H26HE
202354 H26H 202454 H26H
26 April 2018 Equity-settled 26 April 2018- 26 April 2019— 18.24
26 April 2023 26 April 2024

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2022

311



iR A M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

44. LR HBERRMNE B 44. SHARE-BASED COMPENSATION PLANS (continued)
() IR RER AR B E W 3R 5t 8l (A) Equity-settled share-based compensation plans

(Continued)

() URBEZ TR RETE &) (a) Equity-settled share option scheme (Continued)
@iy AFe@IHY (i) DSFH Scheme
7201565 H27H © AF LB R On 27 May 2015, the shareholders of DSFH approved the
HE SR MR ER S ([ KFF S mbst adoption of a share option scheme (the “DSFH Scheme”).
I
REEREHEI B RN B A8 E 2022412 No share options had been granted under the DSFH
A318 1k WA RARERIE A Scheme since the date of its adoption to 31 December
SRGTEIRL - 2022.
ARG Wam AR TR 2 DA RS RE S A DA R A7 /2 Equity-settled share-based compensation charged to
EMmM s HIT consolidated income statement is as follows:
2022 2021
LARR#E s 1+ 2 SRR e Equity-settled options 239 480
DR 2R E Equity-settled options
B R FER TR BT TR T 2 AR S With respect to the equity-settled options granted under the
NERMRE - KRR THZ AFETIAZIA DSBG Scheme described above, the fair value is determined by
AEREEERAE - using the Trinomial Option Pricing Model at the date when the

options are granted.

R20224 - I AT {A] ARG 2 A5 2 SRR #EE No equity-settled options were granted under the DSBG Scheme
RIBE AR TR B E R A & B EE R 2 and DSFH Scheme in the year of 2022.
T o

312 K& BAR AR 2022F F3&
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44. SHARE-BASED COMPENSATION PLANS (continued)

(A) Equity-settled share-based compensation plans

(Continued)

(a) Equity-settled share option scheme (Continued)

DARRRE 244 2 R IR FE () Equity-settled options (Continued)
BT 2 RS B REMETFHITEE & Movements in the number of share options granted and their
T - related weighted average exercise prices are as follows:
RIFRITEEHE RESRE
DSBG Scheme DSFH Scheme
2022 2021 2022 2021
RYTBE RTYAEE
RAFBRAT AT RYTHEE RTAER
8 &8 AR AFed
wRET  METE  2REr O ETS ARER  mETHS ZRER ET
BH#E - G e RHHE eE RhEE 1718
Number of (%)  Number of (%7) Number of (B7)  Numberof (%)
DSBG  Weighted DSBG  Weighted DSFH  Weighted DSFH  Weighted
shares  average shares  average shares  average shares  average
inshare  exercise  inshare  exercise = inshare  exercise  inshare  exercise
options price options price options price options price
granted (HKS) granted (HK$) ~ granted (HKS) granted (HKS)
1A18 At 1 January 1,200,000 18.24 1,200,000 18.24 - - - -
&Y Granted - - - - - - - -
BB Expired - - - - - - - -
[y Exercised - - - - - - - -
BEGE/ 8% Cancelled/forfeited - - - - - - - -
12A318 At 31 December 1,200,000 18.24 1,200,000 18.24 - - - -
12 A31 B A]{T{§ Exercisable at 31 December 960,000 18.24 720,000 18.24 - - - -

RAER20225F 12 A31 HARTTE 2 REK#E
ZATEE BB IT18.2487T(20214F - 18.24
EIT) - RE T TR B AR A1.32
F(20214F : 2.324F) - FANAKEHEER
BRITERA B PJEA 2 e R - »
2022F 12 A31 AR B RITHEZ KIS BR
Rk (20214F )2 BTTE 2 RMRIE) ©

The Company’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). In respect of directors and senior executives
of the Group, there is no DSFH'’s share option outstanding as of

31 December 2022 (2021: Nil).
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(iii)

(iv)

BT 220219598 A% - HA
[RA104F °

ARARSEAKEZE[EEXES
(BREHTES  FRTEEREY
FRATEFR)HBERDEUGTE -

EFRAEBREAMATHER
12« BRI (I KBS (S 15168 0 By
8 -
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HBBEITHER -
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—|T:

44. SHARE-BASED COMPENSATION PLANS (continued)

(A) Equity-settled share-based compensation plans
(Continued)

(b)

Share award scheme

The Company and DSFH have each established a share award

scheme (hereinafter referred to as the “DSBG Share Award

Scheme” and the “DSFH 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

incentivize them in furtherance of the long-term business

objectives of the Group. Details of the schemes are as follows:

(iii)

(iv)

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
31 December 2022 are as follows:

BRATEE

()

®FH RFRERGOGEE REHE Fair value per share

Date of grant Number of award shares granted Vesting period (HK$)
2022F12A6H 2022F12A6H =
202712 A6H

6 December 2022 358,100 6 December 2022— 18.34

RITIRITEEER AT 20225 F 3

6 December 2027
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44. SHARE-BASED COMPENSATION PLANS (continued)

(A) Equity-settled share-based compensation plans
(Continued)

(b) Share award scheme (Continued)
(1) DSFH Share Award Scheme (Continued)

Share award expense charged to consolidated income
statement is as follows:

2022 2021

P tn 228D

BT R EMHE 2 BBIT

Share award incentive 209 -

Movements in the number of award shares granted as

follows:
AFeRRARETE AFRTEBRDRBTE
DSFH Share Award Scheme DSBG Share Award Scheme
2022 2021 2022 2021
AFEm XFed  AHROTEE  HBROTEE
RAEE RInEE RPEE RinEE
Number of Number of Number of Number of

DSFH shares DSFH shares =~ DSBG shares DSBG shares

1A18

BF

FE

L
12A318
SRz DA

At 1 January
Granted

Vested

Forfeited

At 31 December
Fair value per share

358,100 - = -

358,100 - = -
HK$18.34 - - -
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44. AR AERERINETE @)
() LURBES ARG BB R 8l

44. SHARE-BASED COMPENSATION PLANS (continued)

(A)

Equity-settled share-based compensation plans

(Continued)

(Z) B Z%EmaE m) (b) Share award scheme (Continued)
1) AFLEROE/RTE @ (1) DSFH Share Award Scheme (Continued)
FARG SEEETEIR TRO S Details of award shares granted during the year:
FEAE
BFROEMUA SR AFE Vesting period

£FH Number of award Fair value 3 =
Date of grant shares granted per share From To
2022F 12 A6H 2022%F12H6H 2027F12 A6H
6 December 2022 358,100 18.34 6 December 2022 6 December 2027

P {7 B2 YT BRI ok 57 8 HAR]

Remaining vesting periods of award shares outstanding:

20225124318 20215127318
At 31 December 2022 At 31 December 2021
NeABEHE RGEE  FREEDH BRG]
Remaining Number of Remaining Number
RETA Shares granted in vesting period shares  vesting period of shares
4.93% -
202212 A6H 6 December 2022 4.93 years 358,100 - -

ERGTETABREIURITER
2022F FEAEHMER - 2022F [E
MRIREAIE 7 2023F3 431 HE W
FTERREESENAEKET - A£EMN
ETFEIREZ(RRITBRABDR
2022 F MR IBICA IR BIBEFE U
RIES B - R2022F M E %
FERE - mRITEABRE D EN
RIS 16 ARR (7 SR ED A8 38 HUR I
& o 212022 F RIAIEAL T RTT
BRABMZEE - BIEREE RS
LML - BF2023F3 308 A
METEEERANERNESS A
o BT ERITHABIER20225 %K
WA WELENE 2% FIRER
B BEATERTEREEBNRD
BN (N PIBA A B3 88 I 1 R =
kg - R = FHIR A S = @tk
5B o

316 AHRTEMARAT 20226 FH

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 DSFH 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.



44. AR AERERINETE @)
() LURBES TR A E R 8 m)

(Z) R #EBE =)

()

RFFBATRER D EE R

HZE2022912 931 H &2021412 A

31H

,T/\ °

ORBRID REEE T RHOK

(2) RREXNFURGERER R8I

RNRAB R ERMERL —EUR S AR

RERZ BEEFNFE (DB R KFRITRER
BVERET S R A& B AR EAET &I )) - 1ER
RENE B RIEEE S -

(BF) AFRITEBERET =1 E

ZAt BRI 20183 A20H - BIRANH
£2022F12A31 81 - TP 2HEFMT -

fra M ERR M
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

44. 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 DSFH have each established a cash-settled share-
based incentive option scheme (hereinafter referred to as the “DSBG
Incentive Option Scheme” and the “DSFH Incentive Option Scheme”
respectively) as a long-term incentive plan to incentivise employees.

(a) 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(GER)
®FH Al HEHE 1TfEHA Exercise price
Date of grant Type Vesting period Exercise period per share (HK$)
201844 A26H AR & X T 2018F4A26E & 2019F4A26E &

2023F4H26H 202454 H26H

26 April 2018 Cash-settled 26 April 2018- 26 April 2019— 18.24
26 April 2023 26 April 2024
201996 A5H LIRS 20196 A5HE 20206 A5HZE
20246 H55H 20256 A5H

5 June 2019 Cash-settled 5 June 2019- 5 June 2020— 13.66
5 June 2024 5 June 2025
202047 A22H AR & T 20207 H22B8 & 2021F7H228 %
202597 H22H 20267 H22H

22 July 2020 Cash-settled 22 July 2020—- 22 July 2021- 7.33
22 July 2025 22 July 2026
202048 H28H AIREZ AT 202048 H28H % 202168 H28HE
20258 A28H 20268 A28 H

28 August 2020 Cash-settled 28 August 2020- 28 August 2021— 7.44
28 August 2025 28 August 2026
2021410 A29H R &2 20215107290 & 202210 A29H &
202610 H29H 202710 A 29H

29 October 2021 Cash-settled 29 October 2021— 29 October 2022— 7.46
29 October 2026 29 October 2027

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2022



318

iR A M ERR M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

44. AR AERERINETE @)

(2) DR EXNURGERERBEMTE
(&)

(Z) AHEAEREFE

ZET BRI 201843 A20H - Bk A HE
Z2022%12A31HIL BT &EREE 2

44. SHARE-BASED COMPENSATION PLANS (continued)

(B) Cash-settled share-based compensation plans
(Continued)

(b) DSFH Incentive Option Scheme

The scheme was established on 20 March 2018. Incentive
options granted under the scheme since the date of its adoption

T - to 31 December 2022 which are related to employees of the
Group are as follows:

BRITEEGER)
®FH Al HEHE 1T1EH Exercise price
Date of grant Type Vesting period Exercise period per share (HK$)
202049 H28H AR & 2+ 20205F9 H28H & 20219H288 %

20259 A28H 2026F9A28H
28 September 2020 Cash-settled 28 September 2020— 28 September 2021— 19.89

ZEEFTRAHRITEER AT SRS
IERRIEHATRT - SHEFZITEEIIHIRES
FHEMZESRERFTNBITEBARAFT CRES
GUABERNEER ST EMRAIFE17.03(E)
ERET » TERAT2BR 2 S EFET ¢
()VARFERITER KT SRBEOHERTERES
RGHMBEBEZWHE  R(i)AFRITER,/AH
SRBRMHEZEE THASEEEBREEZ S
BEZFHRME -

ZAT B TR KR T BREFF1EBEFD
SHFHBEBIA A TIATTE - ERBRRAEEER
BRTER T - AIRARTTERERBROERN - %513
EIEMER ANKRRBARRRAHERRE
AN EEE IR & RERT 8 - X E FAR AT
ERIAR B R A 2B o

PRSNGSR AR Z AR & S AR R E
Wz S HT

28 September 2025 28 September 2026

The incentive options were granted in accordance with the terms and
conditions of the respective DSBG and DSFH schemes. The exercise
prices per incentive option were concluded by the NRC on behalf
of the respective Boards of DSBG and DSFH 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 DSBG’s/DSFH’s
shares traded on the SEHK on the date of grant; and (ii) the average
closing price of DSBG’s/DSFH’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 DSFH 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 DSFH.

Cash-settled share-based compensation charged to consolidated
income statement is as follows:

2022 2021

PABR & S A5 2 HE A

RITIRITEEER AT 20225 F 3

Cash-settled options - 12,000
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44. AR AERERINETE @)

(Z) DR EXNUROERERFEMT B
(#0)

HUBE 2 EF

Fh Dl AT IRTT SR B S N Fh & Bh A2 B R R U P
BETREREZURSIMNOEN - HR2HRA
ZRFETIA=ZAA R EERLAE - 702022
FWES T AR S ST R - 1020214 AR
BRE T2 RAFEZERBERENT

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

44. 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 DSBG and
DSFH Incentive Option Schemes which are related to employees of
the Group 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:

RERITER
REERGE
DSBG Incentive
Option Scheme

RHR

Grant date

PR B R IRITEBESRECGET)
Share price of DSBG as at grant date (HK$)
TEECET)

Exercise price (HK$)

TEEARE (R ()

Expected volatility (Note (i))

S (F)

Option life (years)

2 2 B ) R (R (i)

Risk free rate (Note (ii))

T8 B AR S (G (iii))

Expected dividend rate (Note (iii))
HEAMRZE2 A TFE(ET)

Fair value of a share in the option (HK$)

it

() ERREERFGEHENERRERERIRTE
B A ERBENEL KPR ZMALEEX
ZR2  RHRPERBBAERRITEERE
BRAZA—FARENE LR RMETE - WM
EXFIIR -

iy B|ERANELSFBINEESRENEEARERE
RIS R R -

(i) TEARSEXRUBT AMNESRSFHE -

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 DSBG or DSFH, 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.

(i) 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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44. AR AERERINETE @)

(Z) DR EXNUROERERFEMT B
(#0)

UBEFZMHZEF m)

RYREREE ZENBE REMEFHTEEL
EEHMT

44. SHARE-BASED COMPENSATION PLANS (continued)

(B) Cash-settled share-based compensation plans
(Continued)

Cash-settled options (Continued)

Movements in the number of options granted to employees of the
Group and their related weighted average exercise prices are as

follows:
KR RERBER 8 Ki & RBBERIHE
DSBG Incentive Option Scheme DSFH Incentive Option Scheme
2022 2021 2022 2021
RTUBE RYABE RTURE RYABE

AMBT  MERE MR BT AHER METHE AFER O NETH
SUIRE  ORE SE2RE 0 ORE whE  GRE  2WE  ORE
HRGBHE (Bm) +hkhEE (Br) ®RGHA (Bm) +hRhEE (#7)
Number Weighted ~ Number  Weighted =~ Number  Weighted Number  Weighted
of DSBG  average  of DSBG ~ average =~ of DSFH  average  of DSFH  average
sharesin  exercise  sharesin  exercise =~ sharesin  exercise  sharesin  exercise
options price options price  options price options price
granted (HKS) granted (HKS) ~ granted (HKS) granted (HKS)

1A1A At 1 January

B Granted

[REE) Expired

BTt Exercised

EHE/ R Cancelled/forfeited
12R318 At 31 December
1243187 Exercisable at 31 December

MERFZUREI N 2R REFBRZRA
2EZHENFENE AKEEA12,000,000% T
(20214 : 12,000,000/ 7T) °

BRASREEE R RITHRABAIEAZ KR
TEERRFEEER - 72022912 431 AKTT
2 RRE ZITEEDRIAN T7.338LE18.24
PETT(20214F : 7.338 L2 18.24/87T) £ 19.89/%
T0(20214F : 19.89487T) + REIMEF TR EE
Hi9) 5l A2.644F (20214F : 3.644F ) [23.754F (2021
1 4.75%) o

RITIRITEEER AT 20225 F 3

14,750,000 1223 15,200,000 12.37 400,000 19.89 400,000 19.89
= - 550,000 746 = = - -

(500,000) 9.93  (1,000,000) 11.81 - - - -
14,250,000 12.31 14,750,000 1223 400,000 19.89 400,000 19.89
8,070,000 13.80 5,360,000 1452 160,000 19.89 80,000 19.89

In relation to the cash-settled options granted, the Group has recorded
liabilities of HK$12,000,000 (2021: HK$12,000,000) with reference to
the fair value of the options at the reporting date.

As at 31 December 2022, the outstanding cash-settled options under
the DSBG and the DSFH Incentive Option Schemes related to directors
and senior executives of the Group have exercise price in the range of
HK$7.33 to HK$18.24 (2021: HK$7.33 to HK$18.24) and at HK$19.89
(2021: HK$19.89) respectively, and a weighted average remaining
vesting period of 2.64 years (2021: 3.64 years) and 3.75 years (2021:
4.75 years) respectively.
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45. TRIEERKBHEE

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 2R 30+
2 EWFIERTEMIER JBRIBA - B2 SEH
TR °

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

45. 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 30. 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) BRFERERFERBEFRSUHMRR
RANHHEZEHEERAE

BEFHEEELH

AEESRAREXSHTFIIVARFEEER
B WREEERR - FEGEEBHRATE - —8
HBRENEN  ESRRBIETFIZRTKK S
BEKILE - MABBRRERPARFHREE -
WIFREROEMN AR TF IR NEE
BEL—BIEEGEMBRARTHIHEER
BfE-

(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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45, cRIEEHREBBENHEE@

(2) SREFEERFERBEFRSUBRR
RABHE EREEREE®

R FHEEE T ()

TRINRZHE  BERM A ZARFREER
PERIARI A AR SR TR -

45. 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.
RERHE BREFRUBRREA
KARA  REAHE HE PR

HEVERR #R&A  Related amounts not set off
SRAELE JlRz&®  inthe consolidated statement

Gross EERE of financial position FHRARE
amounts of  Net amounts BHET
recognised  of financial $MIA A
ERIER financial assets  (BIEFES STEGE
EEME liabiltesset  presented gl Pk
Gross off in the in the Financial gl Amounts not
amounts of  consolidated  consolidated  instruments BEHEA subject to
recognised statement statement (including Cash enforceable
financial  of financial  of financial non-cash collateral T8 netting Bt
2022512A31R At 31 December 2022 assets position position collateral) received  Netamount  agreements Total
eRAE Financial assets
(TESRIE Derivative financial instruments 3,732,908 - 3,732,908 (730,160) (2,002,713) 1,000,035 168,328 3,901,236
REEHRE BEEFRUBRARA
HRERA REERE HHZRBLE
HHZER #REA  Related amounts not set off
SREELE JRZz&®  inthe consolidated statement
Gross =02 of financial position
amounts of  Net amounts T RAMKE
recognised  of financial SRIE BEHBTZ
BRR financial liabilities ~ (BEFEE BEE
SRARLE assets set presented £HR) liF k]
Gross off in the in the Financial 2ER Amounts not
amounts of  consolidated  consolidated  instruments REER subject to
recognised statement statement (including Cash enforceable
financial  offinancial of financial non-cash collateral #HE netting fit
2022512A31R At 31 December 2022 liabilities position position collateral) placedout ~ Netamount  agreements Total
EREE Financial liabilties
RTFR Deposits from banks 1,245,724 - 1,245,724 (1,245,724) - - 2,866,769 4,112,493
TEERTA Derivative financial instruments 873,366 - 873,366 (730,160) (102,009) 4,197 124,271 997,637
BEEEREMERE  Trading liabilities 730,491 - 730,491 (730,491) - - - 730,491
Hipfk B RFER Other accounts and accruals 700,345 - 700,345 (700,345) - - 7,173,605 7,873,950

AFIRITEEFR AR 2022F F 5],
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45. TRIEERBENHHE@®

(2) SREFEERFERBEFRSUBRR

RABHE EREEREE®

BREFEREZH W)

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

45. OFFSETTING FINANCIAL ASSETS AND FINANCIAL

(b)

LIABILITIES (continued)

Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial
position (Continued)

Master netting arrangements (Continued)

A% WEEGEHBIRARA
HRRA PREEE Yz iEeE
HHBHA HRER Related amounts not set off
SREGEES SIRZ%8  inthe consolidated statement
Gross EEFE of financial position T RAGE
amountsof  Net amounts BhlETT
recognised of financial SRIA LR
BEZLR financial assels  (BRFEFRE HERE
EEEE  labilities set presented AR x|
Gross off in the in the Financial Bl Amounts not
amountsof  consolidated  consolidated instruments BoEA subject to
recognised statement statement (including Cash enforceable
financial of financial of financial non-cash collateral e netting fit
20215 12A31H At 31 December 2021 assets position position collateral) received Net amount agreements Total
SRAE Financial assets
fTE¢BIA Derivative financial instruments 565,259 - 565,259 (504,251) (44,316) 16,692 55,797 621,056
AT TEEFEBBRRER
HRAER WA HH REE
HEZERA HRRA Related amounts not set off
SRAELT JiRz&8  inthe consolidated statement
Gross BEFE of financial position
amounts of  Netamounts TFRAGKE
recognised of financial SRIE BT
EHR financial liabiltes ~ (B7EHES FEHE
eRAGEE assets set presented BRR) [iEykad
Gross offin the in the Financial BER Amounts not
amountsof  consolidated  consolidated  instruments BeHR subject to
recognised statement statement (including Cash enforceable
financial of financial of financial non-cash collateral 38 netting =
2021F12A31H At 31 December 2021 liabilities position position collateral) placed out Net amount agreements Total
SRAR Financial liabilities
SRR Depostts from banks 1,208,131 - 1203131 (1,208,131) - - 500066 1,703,197
fEERIA Derivative financial instruments 1,381,163 - 1,381,163 (504,251) (851,835) 25,077 44,202 1,425,365
BEESEEMERE  Trading liabilities 1,511,927 - 1,511,927 (1,511,927) - - - 1,511,927
HinfR B RER Other accounts and accruals 307,731 - 307,731 (307,731) - - 6,188,511 6,496,242
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

TOREBAREE 2 BRHERIRE MK 2 2B The following information relates to the Group and is disclosed as
DT MER - BWFELTEANFE T BT 2 —E6 part of the accompanying information to the consolidated financial
5o statements and does not form part of the audited consolidated financial
statements.
1. EXZEL=E 1. CAPITAL ADEQUACY RATIO
2022F 20214F
12A31H 12A31H
As at As at
31 December 31 December
2022 2021
BARF R Capital adequacy ratio
— LERE—A — Common Equity Tier 1 15.2% 14.2%
- —#& — Tier 1 15.9% 14.7%
— B — Total 19.3% 18.1%
2022F 12 A31H N2021F12 A31 B 2 EXRFE B The capital adequacy ratio as at 31 December 2022 and 31 December
LR T AR RITE AR A AN (B IERFIR ERIT R 2021 represents the consolidated position of DSB (covering BCM
RFTERIT (R B ) IRIRCEIRITH (BA) R AT E and DSB China) computed on Basel Il basis in accordance with the
BIBTEIMERFTFE - ZEAZTLENFED Banking (Capital) Rules. This capital adequacy ratio takes into account
Z R MR AR ERR market risk and operational risk.
RBEBRITERN - RERITREBBTMRT DSB as a locally incorporated bank in Hong Kong is subject to the
BETEARTRLEZREENR - BFIERITA minimum capital adequacy ratio requirement under the Hong Kong
B ABRPIRITEEENRTE LARFRT(F Banking Ordinance. BCM is subject to Macau banking regulations and
VBB T BT RIRITTEEEMRE DSB China is subject to China banking regulations.
2. ERkX 2. LEVERAGE RATIO
2022F 20214F
12A31H 12A31H
As at As at
31 December 31 December
2022 2021
1GR3 Leverage ratio 10.6% 9.9%
FTAKFHBRITZEERAZ L B RIRERTE The above ratios represent the consolidated position of DSB and are
LR Y FARAR A B s E o computed on the same consolidated basis as the capital adequacy
ratio.
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3. MBMAERSLER

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

3. LIQUIDITY MAINTENANCE RATIO

2022 2021

MBS LR

MBI MEITLL R T RHIRTT (B IERPIRERTT R
AFRIT(PED) NP BEEEEE AN FERE
MBEEFLL RN E TR - REBERFILE
TRIBECIRITE ORBIE) RADA E

RIRITABEEEMRITARBEBRITRED
ETRBMEES BN  RFIMERITAETHRE
RFVRITRE BT R E RAFRIT(HE) BB
BRTBERITEEENMRE

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.
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4. HMERB 4. CURRENCY CONCENTRATIONS

T3 AE2022F 12831 B 2 EcE B ER & The following sets out the net foreign exchange position in USD and
Z HNEFEE (B B8 2 HNEF BB R 8 BT B N SRR other individual currency that constitutes more than 10% of the total
10%) + RHEABFE Z LLECEE - net position in all foreign currencies as at 31 December 2022 and the

corresponding comparative balances.

2022412 431 H &2021F 128310 » A% E The Group did not have any structural foreign exchange position as at
WA M ONES I 825 58 - AR FRETVIR 31 December 2022 and 2021. The net position is calculated in the basis
BREINERES N GRENERE BERT of the delta-weighted position of all foreign currency option contracts.
HNERT
- Jak HAthohek Total
E AR Macau Other foreign foreign
2022%12A31A At 31 December 2022 US dollars Renminbi Pataca currencies currencies
HEREBAT Equivalent in HK$ millions
REEE Spot assets 72,101 16,890 9,502 9,356 107,849
REaE Spot liabilities (55,594) (15,503) (10,912) (10,016) (92,025)
RHEA Forward purchases 41,010 5,859 - 16,671 63,540
BHEN Forward sales (56,946) (6,958) - (16,027) (79,931)
it | Net options position 33 3 - (17) 19
&/ (R)BFHE Net long/(short) position 604 291 (1,410) (33) (548)
INEEE
RFTH Hohg Total
e ARE Macau  Other foreign foreign
2021F12A431H At 31 December 2021 US dollars Renminbi Pataca currencies currencies
BERBEET Equivalent in HK$ millions
REBE Spot assets 73,869 16,988 9,917 5,947 106,721
BEAE Spot liabiliies (54,003) (16,632) (11,278) (8,594) (90,507)
BHEA Forward purchases 30,077 11,240 - 18,047 60,264
EHEN Forward sales (49,845) (11,480 - (16,318) (77,643)
il Net options position 35 3 - (5) 33
&/ (8838 Net long/(short) position 133 119 (1,361) (23) (1,132)
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

5. EERBREZEIDN 5.

() BT B2 EFERRBRBE (a)
ERRARSERUARERRRENE D

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

ADDITIONAL ANALYSIS ON CLAIMS AND

EXPOSURES

Gross loans and advances to customers by industry
sector classified according to the usage of loans and

Ee o #r) analysed by percentage covered by collateral
2022128318 2021F12A318
At 31 December 2022 At 31 December 2021
EXREFAHE ERkBNEE
SHEARRE RERRRE
AR ZEOL
% of gross % of gross
loans and loans and
REREH advances REBEH advances
Outstanding covered by Outstanding covered by
balance collateral balance collateral
EEBERNER Loans for use in Hong Kong
TEsa Industrial, commercial and financial
-MEER ~ Property development 5,194,440 63.5 5,467,229 752
—-MEEE — Property investment 21,406,840 88.0 19,253,002 932
—SRtE — Financial concerns 2,564,573 16.0 4,661,129 14.9
-RELL — Stockbrokers 842,926 56.9 1,642,984 61.6
—HBETEZL — Wholesale and retail trade 4,825,599 92.7 5,401,435 91.8
—BhER — Manufacturing 1,954,317 445 1,987,035 60.7
—ERRERRE — Transport and transport equipment 2,247,726 78.2 2,269,160 79.2
~REEE) — Recreational activities 79,708 99.8 59,895 99.1
—EHRE — Information technology 22,048 59.8 59,058 91.1
—Hth - Others 6,054,928 80.1 6,970,986 74.4
45,193,105 77.6 47,771,913 775
A Individuals
-BEIEEREEHE] — Loans for the purchase of flats in Home
[FLAZEEEMEIR Ownership Scheme, Private Sector
[HEEEREE Participation Scheme and Tenants
BFER Purchase Scheme 484,470 99.7 529,218 100.0
-BEEMEENEER ~ Loans for the purchase of other
residential properties 33,911,826 100.0 33,473,466 100.0
~ERFRER — 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
EEEFERNER Loans for use in Hong Kong 95,444,927 785 98,550,370 7838
ZHREGE) Trade finance (Note (1)) 5,752,611 725 8,123,088 67.3
EEBEIMERNER(E©2) Loans for use outside Hong Kong (Note (2)) 35,332,697 61.4 37,639,381 58.4
136,530,235 73.8 144,313,339 72.9
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

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

5. EEREREZBEIDH @

() ROTEPBEZEFERRBRAEENU
EXAZSERUSEERRENE 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
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(@)

Note:

ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (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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5. EBEERESFEZEIMNDT@

() BITE S B 2B FERRBRAFE(U
EXARDERAZEFRRENED

tb 247 ) ()

RO RBRE P ER R B EE10% A
EOTTE - HRGERERRE  BHERE &

B3~ MFEB1 RPEE2

=W

REAEET -

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

5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

(a) 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
BRam
BEREE
HBiB3fEA BRE1R
Gross P& Er2
HEER loans and PEER3 HEER
(BB ER3) advances BEXEE  Stage1and
REREH Impaired overdue Stage 3 Stage 2
Outstanding loans forover  impairment  impairment
2022%12A31R At 31 December 2022 balance (Stage 3) 3months  allowances  allowances
EERERNER Loans for use in Hong Kong
TrEes Industrial, commercial and financial
R ESE — Property investment 21,406,840 34,299 92,035 2,095 138,453
A Individuals
-BEAMEENEER ~ Loans for the purchase of
other residential properties 33,911,826 81,842 92,156 11,350 24,518
TERBLIMERBER Loans for use outside Hong Kong 35,332,697 1,685,840 1,413,348 618,858 261,878
Sk
BREE
BERER
fiA3ME A B
Gross FEER2
BEET loans and PEERS REEE
(F&Er3) advances A%  Stage 1and
AERER Impaired overdue Stage 3 Stage 2
Qutstanding loans for over impairment impairment
2021412 A431H At 31 December 2021 balance (Stage 3) 3 months allowances allowances
EREFERNER Loans for use in Hong Kong
TrEem Industrial, commercial and financial
-NERE - Property investment 19,253,002 51,919 38,121 11,729 89,789
{EYN Individuals
~-BEEMEENEER ~ Loans for the purchase of
other residential properties 33,473,466 89,902 85,138 9,624 24,502
TERBLIMERBER Loans for use outside Hong Kong 37,639,881 392,169 368,601 163,778 342,823
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

5. EBEERSFEZEIMDT@E

(2) BB AEEKNERE

REFB2ERCRITERE)RA) - U THH
BAEEBNBRBEZ AT H2REBSERYF
BIKPE TSR MA T IS 2 FRRTTRR ZH T
PIREREREBERAUNE - EPRBHEAH
RITRENMIRITHB R RIR T 2P EAEER
HUBRER o

5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (continued)

(b) 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
reference to the HKMA Return of Mainland Activities, which includes
the Mainland activities exposures extended by DSB and its Mainland
subsidiary bank only.

EEEERA EEE/ERND
HIEREE HEREE
On-balance Off-balance Fols RG]
20224 2022 sheet exposure  sheet exposure Total exposures
1. FREFT PREFFHEAH 1. Central government, central
BERERBARNEE government-owned entities and
REN[&ERE]) their subsidiaries and joint ventures
("JV”s) 7,328,050 106,667 7,434,717
2. MFBF - #ABF#EAER 2. Local governments, local government-
BERERBRARNEE owned entities and their subsidiaries
NG and JVs 631,492 592,303 1,223,795
3. EEEFHEAM2ERSE 3. PRC nationals residing in Mainland
o B0 RS A ST A EL A China or other entities incorporated
K E B A B in Mainland China and their
BENT subsidiaries and JVs 10,500,933 1,932,334 12,433,267
4. REHELME—IEZMF 4. Other entities of central government
RETRE i not reported in item 1 above 3,753,802 71,984 3,825,786
5. AEBEELME-HE®WM 5. Other entities of local governments not
FBR A reported in item 2 above 943,649 170,022 1,113,671
6. FEEEFEAMUIN 6. PRC nationals residing outside
B R P E A IA Mainland China or entities
SNKZRIHERE - TS incorporated outside Mainland China
ROERRHE A where the credits are granted for use
EF in Mainland China 11,535,421 593,574 12,128,995
7. HEMRZEF - HHE 7. Other counterparties where the
WRIEH P B AR exposures are considered to be non-
RITHEE PR bank Mainland China exposures 440,041 - 440,041
35,133,388 3,466,884 38,600,272
KRENERTT R E AHERTT Total assets of DSB and its Mainland
ME DR 2Nk subsidiary bank after provision
BfrzEEAR 237,109,784
BEBERANGE On-balance sheet exposures as
hEEEHESL percentage of total assets 14.82%

i L EHHEeREPEREEREMYERR
Bz2% -

AFIRITEBEAFR AR 20225 F 5],

Note: The balances of exposures reported above include gross advances and
other balances of claims on the customers.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

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

5. ERERBEZEMIFT@ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (continued)
(Z) BB RpEEKREREE (30 (b) Mainland activities exposures (Continued)

BERBRA BERGERI

HEREE HEREE
On-balance Off-balance mere
20214F 2021 sheet exposure sheet exposure Total exposures
1. REST FREFFHEAR 1. Central government, central
BERERBARNEGE government-owned entities and their
AE)([&ERNEF]) subsidiaries and JVs 9,094,497 120,098 9,214,595
2. MFBUN - #ABF#EAER 2. Local governments, local government-
BERERBARNEE owned entities and their subsidiaries
NG| and JVs 1,447,842 263,538 1,711,380
3. EEEFHEAMZERS%E 3. PRC nationals residing in Mainland
FH B RSBl 7 B A B China or other entities incorporated
REME A EH in Mainland China and their
VNS subsidiaries and JVs 14,376,645 1,504,435 15,881,080
4, FEHELMFE—IEEMRzHF 4. Other entities of central government
RBFHE s not reported in item 1 above 2,890,926 10,714 2,901,640
5. AREEELMEHER/2M 5. Other entities of local governments
BT E A A not reported in item 2 above 1,060,321 249,582 1,309,903
6. [EEEFREAMUINZ 6. PRC nationals residing outside
B R s 72 R B 3 A Mainland China or entities
SN SLEOHERE - TS incorporated outside Mainland China
ROERRHE R where the credits are granted for use
A in Mainland China 11,835,454 806,339 12,641,793
7. HMR5EF - HeHpdE 7. Other counterparties where the
WA EH P B RREIE exposures are considered to be non-
RITHEEFPRSREE bank Mainland China exposures 732,977 289 733,266
41,438,662 2,954,995 44,393,657
RETERIT R H AHERTT Total assets of DSB and its Mainland
K8 A=) kR subsidiary bank after provision
BiBr s EEAR 233,473,940
EEBERANBE On-balance sheet exposures as
HEESBERTL percentage of total assets 17.75%
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

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

5. EBEERSFEZEIMDT@E

(A) BEASMZBEFERRBRAERE
HER

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 -

5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (continued)

(c) 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.

HERF
ERRBR 12q]
EFERR (PB&Ex3) BREF RIEER2
BTEE Impaired ~ BRRBX PR ER3 REEE
Gross loans and Overdue H{E®fE  Stage1and
loans and advances to loans and Stage 3 Stage 2
advances to customers advancesto  impairment  impairment
2022%F12A31R At 31 December 2022 customers (Stage 3) customers  allowances  allowances
5 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
i Macau 13,466,251 244911 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

REEP
ERRBR 53]
EPERR (BEr3) jab ik RFgE2
BAAE Impaired ~ EFRBIR PRER3 EEE
Gross loans and Overdue WEEE  Stage 1and
loansand  advances to loans and Stage 3 Stage 2
advances to customers  advances to impairment impairment
2021412A431R At 31 December 2021 customers (Stage 3) customers allowances allowances
B% Hong Kong 121,821,903 1,114,820 539,610 469,827 676,463
H China 7,615,412 72,577 62,677 1,865 62,079
P Macau 13,777,935 211,439 211,439 75,917 76,856
Hty Others 1,098,089 - - - 7,940
144,313,339 1,398,836 813,726 547,609 823,338

RITIRITEEER AT 20225 F 3
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

5. EBEERESFEZEIMNDT@

(T) EIFR{ERE

BREREHREZRERRNEBRER  REXS
HFH AL MNEL MO ZH FREEH K
B - —RME  EXHHTFNEEREHETR
BRONZ—HTER  XETERS -BRTHE
HNDAT > MEARZENTRMNER - 1+ SHER
ERA—BEREBEES—BR - L5 REMRA
ZRAREBR - REHBKER EERER10%3 A
EZRIETEHHE -

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

5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (continued)

(d) 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
SREE Non-

BAKE Non-bank financial ERERE
2022%12A31H At 31 December 2022 1T 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
FERTRAKLE
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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TO THE SHAREHOLDERS OF DAH SING BANKING GROUP LIMITED
(Incorporated in Hong Kong with limited liability)

OPINION

What we have audited

The consolidated financial statements of Dah Sing Banking Group
Limited (the “Company”) and its subsidiaries (the “Group”), which are
set out on pages 109 to 323, comprise:

. the consolidated statement of financial position as at 31
December 2022;

. the consolidated income statement for the year then ended;

. the consolidated statement of comprehensive income for the year
then ended;

. the consolidated statement of changes in equity for the year then
ended;

3 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

How our audit addressed the Key Audit Matter

Impairment allowances (“ECL”) on advances to customers

Refer to notes 4(a) and 21 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:

+ Applicability of ECL model methodologies, and
appropriateness of key measurement parameters
and assumptions;

+ Criteria for determining whether or not there was
a significant increase in credit risk (‘SICR’), or a
default;

¢+ 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.

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;

o 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)

¢+ Onsampling 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;

¢ We evaluated management’s selection of
macro-economic forecasts, economic scenarios
and weightings assigned. We assessed the
reasonableness of the macro-economic forecasts by
comparing them to available public information, taking
into account the latest developments of COVID-19
and other current macro-economic conditions;

+ For a sample of advances o 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,
[atest valuation of collateral, range of scenarios and
scenarios weightings.

o We checked and evaluated the financial statements
disclosures in relation to the measurement of
impairment allowances on advances to customers.

Based on the procedures performed, we considered that the
models, significant judgements and assumptions, as well
as relevant data and key parameters used by management
in measuring impairment allowances on advances to
customers were supported by available evidence.
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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 24 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
gstimates;

¢+ We obtained representations from the Group that
assumptions used were consistent with information
currently available to the Group; and

o 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.
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INDEPENDENT AUDITOR’S REPORT

B BN

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, Dah Sing Financial Holdings Limited
and the Group, 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 exteral 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
external 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-refundabilty 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 the 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.

o 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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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch ik Address B Tel {EH Fax

RFRITERDA

Dah Sing Bank, Limited

BEEDTT

Hong Kong Island Branches

BEFD1T BB LESE =B a ks

Aberdeen Shop 1, G/F and Portion of the Basement of Site 3, 2554 5463 2554 0843
Aberdeen Centre

SEFEPLDT ERE18B B LS — 11055

Admiralty Centre Shop No. 10, 1st Floor of the Podium, Admiralty Centre, 2529 1338 3110 2818
No. 18 Harcourt Road

SRR 51T 5 EET/E 55 E 4685k S B i 3 AR O T R Hh e

Causeway Bay G/F and Basement, Cameron Commercial Centre, 2891 2201 2591 6037
No. 468 Hennessy Road, Causeway Bay

PESIT R 195 IRIR A E 3t N ASR &

Central Shop A, G/F, Worldwide House, 19 Des Voeux Road Central 2521 8134 2526 9427

BAELATT 1t A 55 2 58293-29955 JiE = A E b T~ 15-2255 # K b B

Fortress Hill Shop No.15-22, G/F and basement, Empire Apartments, 2922 3389 2887 7604
Nos. 293-299 King’s Road

HREBDT 5B R FRAT1005% A TE PR A TE#T 218 234-2355% 4

Heng Fa Chuen Shop Units 234-235, 2/F, Heng Fa Chuen Paradise Mall, 2558 7485 2889 2520
100 Shing Tai Road, Chai Wan

HI3EDT A L FuE16457

Johnston Road 164, Johnston Road, Wanchai 2572 8849 2891 3743

EAZT 2 iE433- 437 KA E

North Point Chu Kee Building, 433-437 King’s Road 2561 8241 2811 4474

EERERDTT A 2 RER 2485k AFT 2 RA O T G7, GTAR G854

Queen’s Road East| Shop No. G7, G7A & G8, Ground Floor, Dah Sing Financial Centre, 2321 8912 2598 5300
248 Queen’s Road East, Wan Chai

LEESIT L HEIE57-8T I AR IE M T G854

Shaukiwan Shop G8, G/F, Tai On Building, 57-87 Shaukiwan Road 2568 5271 2567 5904

BEEST EJFAIETI443-45353 T15-165% 4

Shek Tong Tsui Shop No. 15-16, G/F, 443-453 Queen’s Road West 2857 7473 2108 4539

ERBT FIR1EEHE 2885 5 i A M T B2k A —1EBE

Sheung Wan G/F & 1/F, No. 288 Des Voeux Road Central, Sheung Wan 2851 6281 2581 2216

RERD 1T 78 B RA B A IS 157 2058 & Hh N 501 5748

Taikoo Shing Shop No. G501, On Shing Terrace, No. 28 Taikoo Shing Road & 2884 4802 2884 3151

No. 1-9 Tai Yue Avenue, Taikoo Shing
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch ik Address E Tel & E Fax

hEEDTT

Kowloon Branches

ROBHT R /E3E8895R ZE AIIFR 0 T 155

Cheung Sha Wan Shop 1, G/F, CRE Centre, 889 Cheung Sha Wan Road 2361 0951 2958 0985

AW D 1T ATTEEH 12855 S FE Rt N3 k45 - 1122984 R 2iE 35k &

Hunghom Shop No. 3 and 4 on G/F, Shop No. 2 on 1/F and Shop 2365 8110 2363 5917
No. 3 on 2/F, Cheron Court, 28 Wuhu Street, Hunghom

EBA1T R B 33557

Jordan 335 Nathan Road, Jordan 2385 0161 2782 0993

BES T BREREISHARR O T7-0R M

Kwun Tong Shop Nos. 7-9, G/F, Yee On Centre, 45 Hong Ning Road, 2389 3911 2389 8239
Kwun Tong

EFHBHT X7 HTUP FHIMF 16 10A TN2GE R FiR 4

Mei Foo Sun Shop No. N26E & F, G/F, 10A Nassau Street, Stage V, 2370 2660 2370 2006

Chuen Mei Foo Sun Chuen

HADT At AR 2B 69755

Mongkok 697 Nathan Road, Mongkok 2394 4261 2391 9104

REHDIT Bk 1050 TAKS

Shing Yip Street Shop A, G/F, 10 Shing Yip Street, Kwun Tong 2191 8103 2191 8723

RELEAT BRI S — B —IEF5A-FOATR

Telford Gardens Units F5A-FBA, Level 2, Telford Plaza |, Kowloon Bay 2927 4130 2755 4967

RPIE DT RIIEBHEE-70R B TEAE

Tsimshatsui Golden Crown Court, 66-70 Nathan Road, Tsimshatsui 2366 9121 2311 1491

ERLD T HAMEARNA O FEEH N G3CHR &R

Wong Tai Sin Shop No. G3C, Ground Floor, Temple Mall South, Wong Tai Sin 2326 5165 2350 0894

SRR 2 4T R i 5 28 56155k

Yaumatei 561 Nathan Road, Yaumatei 2782 1339 2385 9285

FREST

New Territories Branches

BESIT 158 A MERB8SRILEN IS HL TA11-A1452110-1125% 48

Fanling Shop Nos. A11-A14 and 110-112, Ground Floor, Flora Plaza, 2677 8830 2669 9950
No. 88 Pak Wo Road, Fanling

BFHT T B IR1785 LB T 25k 48

Kwai Fong Shop 2, G/F, Edition 178, 178 Hing Fong Road, Kwai Chung 2487 8033 2489 1253

B 51T 1S BB B B 157 The LOHAS 4124145748

LOHAS Park Shop Unit 414, Level 4, The LOHAS, 1 Lohas Park Road, 2838 2023 2719 6373
Tseung Kwan O
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch it Address E5E Tel {#H Fax
RIFRITERA R
Dah Sing Bank, Limited
HREDT
New Territories Branches
BRLESS 1T F582111 782 60855 55 #2 1L &% = 1233555 4
Ma On Shan Plaza Shop 335 on Level 3, Ma On Shan Plaza, 608 Sai Sha Road, 2929 4137 2633 3432
Ma On Shan
BEXREDIT BB 3355 B 7108 D-ESié
Maritime Square Shop 108 D-E, Maritime Square, 33 Tsing King Road, Tsing Yi 2435 1368 2435 1582
BB 21T T P95 225 168-2365% /8 #7711 12 93-9557
Ocean Walk Shop 11 and 93-95, Ocean Walk, 168-236 Wu Chui Road, Tuen Mun 2404 6931 2404 7130
WIREDT 287N 38 286-2885 1 T
Sha Tsui Road G/F, Nos. 286-288 Sha Tsui Road, Tsuen Wan 2615 1510 2615 1099
PHEZ1T D HIFER LM T 95k 4
Shatin Shop 9, G/F, Lucky Plaza, Shatin 2606 3533 2601 2413
EXxn1T EKET LR 55-595% JKRUIE HY T BSR4
Sheung Shui Shop B, G/F, Siu Kai House, 55-59 San Fung Avenue, Sheung Shui 2671 5030 2672 1533
RBAAT R L A STAIE E IS0 T 53557 K545 &
Tai Po Units 53-54 on Level 1, Tai Po Plaza, No.1 On Tai Road, Tai Po 2667 2588 2664 3637
KESTT YD H A Eli855-5655 15181 14-1898 £ B LBt 1 25k 40
Tai Wai Shops 1 and 2 on Ground Floor, Grandeur Garden, 2691 1272 2606 1531
14-18 Chik Fai Street, 55-56 Tai Wai Road, Shatin
RAEATT FoKER AR IR S 11209148
Tin Shui Wai Shop No. L120, First Floor, Tin Shing Shopping Centre, 2448 9008 2448 9112
Tin Shing Court, 3 Tin Ching Street, Tin Shui Wai
HER #5E MMCP Discovery— 112755 4
AP ODT
Tseung Kwan O Shop 127, Level 1, MCP Discovery, Tseung Kwan O 2927 2101 2702 2305
Metro City Plaza
2ES1T A E14-1657 B AR
Tsuen Wan Dang Fat Mansion, 14-16 Tai Ho Road, Tsuen Wan 2492 8102 2415 0984
BD1T P40 = & 1852-625% B FEE Hh TN 455 K 5554
Tuen Mun Shops 4 and 5 on G/F, Man Cheung Mansion, 2441 6218 2441 6613
52-62 Tuen Mun Heung Sze Wui Road
REAT AU L BR85S A1 SR SRR B 4 2355k 48
Tung Chung Shop 23, G/F, Tung Chung Crescent, 1 Hing Tung Street, 2109 3484 2109 4353
Tung Chung, Lantau Island
TR LB ST TERIR 1L AR ST AR 162-16855 R 1230 OIS
Yuen Long Castle Shop C, G/F, Len Shing Mansion, 162-168 Castle Peak Road, 2479 4555 2479 4522
Peak Road Yuen Long
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41T Branch

it Address

E5E Tel

BES1T

Macau Branches
REBLT

Main Branch

REST

Almirante Lacerda

WEDT
lao Hon

BENT
Kin Wa

BFRX ST
La Cite
BT
Mercadores
EBH1T
Nape

BEih 51T
Palha

BT
Toi San

Bt SHST
Pedro Coutinho

FE RS ER57255

Avenida da Praia Grande, 572

LR SR K S 5 43-Bok

Avenida Do Almirante Lacerda, No. 43-B

PEFTN 2B —H7455R 4 Ak T 2 K8 (55— H) i FACEE

Rua Um Bairro lao Hon No. 45, Industrial Yau Seng (Fase I) R/C AC
BIRG IR IR245 TN 513 B NARE

Estrada Marginal da Areia Preta, No. 24, Edificio Kin Wa,

Bloco 13 R/C A

EIVIRPH230-2385R B F R N U » VEE

Rua Central da Areia Preta No. 230-238, R/C U e R/C V
B K HT4057 ) TN ARE

Rua dos Mercadores No. 40 R/C A

N T A4 FEI53635 & % FIH /Lt NORE

Alameda Dr. Carlos D’Asumpgéo, No. 363,

Edificio Hot Line, R/C O

B2 i fa5R AR

Rua da Palha, No. 4, R/C A

BIERAE+ —EFIR T ER 5 18 TN CCRE
Rua Onze Bairro Tamagnini Barbosa, S/N,

Jardim Cidade Nova, Bloco 18, R/C CC

i S #25-DiR & 2 Bt T BEE
Rua de Pedro Coutinho No. 25D, Queens Court, R/C B

(853) 8791 0000

(853) 2831 6191

(853) 2837 8262

(853) 2845 0759

(853) 2822 8380

(853) 2857 2610

(853) 2872 2515

(853) 2837 3762

(853) 2823 8483

(853) 2821 6523

BHEEDIT

Taipa Branch
RFEHD1T
Prince Flower City

IR NETR F e — B AT R T
Rua de Evora, Prince Flower City, Lai San Kok, R/C |, Taipa

(853) 2884 2788

BREST

Coloane Branch

BEBAT
Coloane

RIRE SR 795 b TN DR
Largo do Matadouro No. 7, R/C D, Coloane

(853) 2888 2374
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch 3t Address B Tel
RFRT(FE)BRD =

Dah Sing Bank (China) Limited

T R A A B 7 38 R B PR B 501655 B 100K [ ARE 1548

Head Office 15/F, Tower A, Kingkey 100 Building, No. 5016 Shennan Road East, (86-755) 2519 9033

FINAGEXRT
Shenzhen Qianhai

Sub-Branch
B2 1T

Guangzhou

LB
Shanghai

[=]=Fixhy
Nanchang
HEINT
Zhenjiang
L =AT

Foshan Sub-Branch

Guiyuan Street, Luohu District, Shenzhen

AT R L [ 4 O T3 2 A 4250 (Jb @ ) 4-7HR#E818123
Shop 123, Building 4-7, Zhuo Yue Wei Gang (North),
Industrial Road 7, Shekou, Nan Shan District, Shenzhen

EREEMM SR AR E604-25% A R1T A EM2/E01 8T
Unit 01, 1/F-2/F, Dah Sing Bank Building, 604-2,

North Renmin Road, Yue Xiu District, Guangzhou, Guangdong
BT O &R K4 50155 _ /8 B K &5 15/E06, 075 T
Room 06 & 07, 15th Floor, Sinar Mas Plaza,

No. 501 Dong Da Ming Road, Hongkou District, Shanghai

LA E ARSI 13657 1-2[E

1/F-2/F, 136 Dieshan Road, East Lake District, Nanchang, Jiangxi
TLERA LT R O = R ER 595K

59 Jiefang Road, Jing Kou District, Zhenjiang, Jiangsu

&SR A 5 LU T g e A 8 E R 85 B B SR R A

111145 - 12048

Shop 111, Shop 120, No. 1 Bauhinia Building,

Starcrest, 8 Jinyuan Road, Guicheng,

Nanhai District, Foshan, Guangdong

(86-755) 2519 9033

(86-20) 8116 0888

(86-21) 5598 7000

(86-791) 8688 7333

(86-511) 8530 9999

(86-757) 8513 3555
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Dah Sing Banking Group Limited K ETEBEERAE
26th Floor, Dah Sing Financial Centre, 248 Queen’s Road East, Wan Chai, Hong Kong
BEBEFERKBR248FAFH S B A 12612

Telephone &E3E : (852) 2507 8866

Facsimile {&HE :(852) 2598 5052

Website &4k © www.dahsing.com
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