


<<« Gustomer Commitment

Maintaining thorough focus on and commitment to
all our customers; genuinely understanding our
customers, their needs and opportunities

Financial Strength and Risk Manageme

Building and maintaining financial strength through
focus on cost control, profit margins, liquidity,
capital, leverage and avoidance of unquantifiable
future risks

<<« Operational Excellence

Maintaining attention to detaill and attaining
excellence in every aspect of our operations

J

Employer and Employee Commitment

Honouring mutual commitment with our staff that
is balanced between dedication and performance
at work by our people, and respect and nurturing
by the Group through appropriate training as well
as performance-driven compensation and benefits \
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Compliance >>»>

Cultivating a strong compliance culture that is
essential to our organisation
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<L Integrity

Doing what is right, even when no one is looking




G HEE

FINANCIAL SUMMARY

D Dem Do Den Deven Dew mew oo Dew IS meven (Dew Bew
WEEETIT HK$ Million 2016 2017 2018 2019 2020
RERES Shareholders’ funds 22,991 24,965 25,566 27,271 28,441
BEIMERMTA Additional equity instruments - 899 899 899 899
EGE Subordinated notes 7,146 5,487 5,449 5510 3,828
ZFER Deposits from customers 153,863 162,460 172,967 182,629 190,340
BETRFIGE Certificates of deposit issued 6,560 7,184 6,535 6,751 8,126
FRes Total deposits 160,423 169,644 179,502 189,380 198,466
BREE(RERERY) Total liabilities (including subordinated notes) 182,204 193,363 203,796 215,222 217,951
EFER(TBREZSEE)  Advances to customers (excluding trade bils) 113,655 119,262 128,628 136,947 137,577
BERE Total assets 205,211 219,241 230,276 243,406 247,306
REEEET Profit attributable to shareholders 2,145 2,186 2,480 2,240 1,493
PERERE Total dividend distribution 533 590 675 675 422
LOETIIST HK$
BIREREF Basic earnings per share 1.53 1.56 1.77 1.59 1.06
BHERE Dividends per share 0.38 0.42 0.48 0.48 0.30
KEAHINT Percentage %
BERUTRLE() Loan to deposit ratio (Note 1) 70.8 703 71.7 72.3 69.3
[ Note:
1. BREFRLEARFERLB(TREESE 1. Loan to deposit ratio is calculated as the ratio of total advances to

B FRRE(BREEETNTERE) 2LE - customers (excluding trade bills) to total deposits (including certificates of

deposit issued).
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FINANCIAL SUMMARY
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CORPORATE INFORMATION

FE98 FCG, FCS
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Exg BOARD OF DIRECTORS
HITES Executive Directors
FpE David Shou-Yeh Wong
EY-4 Chairman
HER Hon-Hing Wong (Derek Wong)
EIFE - EFLAIEFTFTIMARE, Vice Chairman, Managing Director and Chief Executive
FlaZ Gary Pak-Ling Wang
FE R EERE Group Chief Financial and Operating Officer
EEEE Nicholas John Mayhew
BITTIEAREL Deputy Chief Executive
BYKHITES Independent Non-Executive Directors
&K Robert Tsai-To Sze
R B Seng-Lee Chan
EhE Blair Chilton Pickerell
EREES AUDIT COMMITTEE
F&=1 Robert Tsai-To Sze
e Chairman
RS Seng-Lee Chan
RERFMESS NOMINATION AND REMUNERATION COMMITTEE
BRI Seng-Lee Chan
TE Chairman
B Robert Tsai-To Sze
e David Shou-Yeh Wong
NEME COMPANY SECRETARY

Doris Wai-Nar Wong FCG, FCS
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CORPORATE INFORMATION

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 Alternate Chief Executive of
Dah Sing Bank, Limited

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

Vincent Ho-Wing Yau
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 352 to 356 of this annual report for respective lists
of branches.)
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DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE
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EEg BOARD OF DIRECTORS
EFFELE Mr. David Shou-Yeh Wong
FE Chairman

54 805% - M2004F L ERARRLE o
BARKFEREBFRABA(TAF ] B
EEMARIAAERRRES EMRAARELZ
ARBEERR) - RF|ITER QB (TAHR
171)  RPIEERITROERAF - KFRR
(1976)BR A 7]  RPIRBRBD AR AP M ZE
RAIZEFE ° WRARA] ~ KRB R AFIRT
RELFHEZEEKE - TAERERINELE
HEERLBERTBGRER - BIFAMAERE
TERKETIREE LB R EABSFRITR
SREBRER - WAKT R EBARIEUR
RIRITZBER EFREERITHRARTNR
BRI 2 SO

EEESE
I~ EFARSIERITIARR

HILAE 0 685% 0 2004 FEZTAAARIES -
0114 ABEARESEEIER ° RN2017F6 A
BEZAAESECIRFRITHUBE, - ELER1977
FMARRARZ EB L BN BARIAFTBITER
RRI(TKFRIT]) R - BEEE S (EIP] - £
1989 F fX B R FIRTTE F RN 2000F & F+ A%
FHEIRE > B0 F4REZTAEESRE
fE o BARNEREEBRAR(ABBHERS
FIBRARZES EMARAUNMAEZARREER
RESBICBRITHEBE - KIRT(PE)BR
RAEEREAEANZHEIZNERBIZES -
HINBAEEHE13.20% S 2 EERITRGE
RARI(NEBR LB LM ZIENTEEREE
ER - BEERRBERITEGS L UAREBRT
BoLHEARBRTERITESSAKREE - #F
EEREISR(ABABEIAZ)HEESR
SUBRK IR BA0FIRI TR -

Mr. Wong, aged 80, 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, Macau Insurance Company Limited and
various other companies. 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 and a 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 a Vice
Chairman, the Managing Director and Chief Executive of DSB.

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

Mr. Wong, aged 68, 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 Chongqging Co., Ltd. (listed in Hong
Kong and Shanghai) in which the Group has a 13.20% 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 40
years of experience in banking.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE
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BOARD OF DIRECTORS (Continued)

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

Mr. Sze, aged 80, 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”), Dah Sing Bank (China)
Limited 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
Hop Hing Group Holdings Limited, Nanyang Holdings Limited and
Sunwah Kingsway Capital Holdings Limited. He was an Independent
Non-Executive Director of Min Xin Holdings Limited (resigned in April
2018) and China Travel International Investment Hong Kong Limited
(resigned in October 2018). 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 74, was appointed as an Independent Non-Executive
Director 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 on 22 August 2017. Mr.
Chan is an Independent Non-Executive Director of Dah Sing Bank,
Limited (“DSB”), a key operating subsidiary of the Company, and
was appointed 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.

KIFRITEBBR AR 2020F F3]

7



8

E=NEEEEABMEN

DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE
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BEE2mw) BOARD OF DIRECTORS (continued)
EMELEE Mr. Blair Chilton Pickerell
BUINTEF Independent Non-Executive Director

Ko 645% 0 R2017TF12REZ I AR AR
BIEMITES © HAR2017F 12 AEZEAKR
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Mr. Pickerell, aged 64, was appointed as an Independent Non-
Executive Director (“INED”) of the Company in December 2017. 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 and the Chairman of the RMCC of DSB in June 2020.

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 strategic advisor of CreditEase Holdings (HK) Limited.
He is the Chairman of Harvard Business School Association of Hong
Kong Limited and an executive committee 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 Global Asset Management (Hong Kong) Limited) as the Chief
Executive Officer, 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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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BOARD OF DIRECTORS (continued)

Mr. Gary Pak-Ling Wang
Executive Director and Group Chief Financial and Operating Officer

Mr. Wang, aged 60, 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), the Group Chief Financial and Operating Officer
of the Company and DSFH, the Group Chief Financial Officer of DSB
as well as a Director of Banco Comercial de Macau, S.A. and Dah Sing
Bank (China) Limited. 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 53, 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 Bank (China)
Limited, Dah Sing Insurance Company (1976) Limited and Macau
Insurance Company Limited. 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 also serves as the Deputy Chief Executive of DSB, and Head
of Treasury and Corporate Finance of DSB, responsible for its treasury
and corporate finance activities. 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.

KIFRITEBBR AR 2020F F3]
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Vice Chairman, Managing Director and Chief Executive of Dah Sing
Bank, Limited

Mr. Wong, aged 51, 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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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SENIOR MANAGEMENT (Continued)

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

Ms. Wong, aged 54, joined Dah Sing Bank, Limited (“DSB”), a key
operating subsidiary of the Company, as the Head of Retail 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 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. Ms. Wong 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.

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

Ms. Ma, aged 54, joined Dah Sing Bank, Limited (“DSB”), a key
operating subsidiary of the Company, as Head of Commercial
Banking in February 2020, responsible for overseeing and supervising
commercial 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 in Economics Degree from The
London School of Economics and Political Science.
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Chief Executive Officer and Director of Dah Sing Bank (China) Limited

Mr. Yau, aged 58, joined Dah Sing Bank, Limited (“DSB”) and was
appointed as the Alternate Chief Executive Officer and Head of
Business Development of Dah Sing Bank (China) Limited (“DSB
China”), a key operating subsidiary of the Company, in September
2012. He was appointed as an Executive Director of DSB China in
December 2014 and the Chief Executive Officer of DSB China in
February 2015. Mr. Yau has over 30 years of experience in the banking
industry in China and Hong Kong, and had assumed various senior
executive positions in Standard Chartered Bank before joining DSB.

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

Mr. Lau, aged 56, 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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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Business conditions in the second half of the year remained weak.
Low interest rates put pressure on net interest margin, and credit cost
remained somewhat elevated, although better than in the first half of
the year. The continued relatively weak performance in the second
half led to a reduction in profit attributable to shareholders of 33% to

HK$1,493 million for the year.

The operating performance of our business, measured by operating
income was slightly weaker than the prior year, with operating income
down 3% compared with 2019 despite a difficult year. Net interest
income was under pressure due to a weakening net interest margin. A
relatively substantial drop in net interest income of 9% caused mainly
by the lower net interest margin, was offset by an increase in non-
interest income of 18%, a fairly creditable outcome in what was a very
difficult year.

Loan demand remained weak across most business lines. Overall
loan growth was less than 1%, with modest growth in each of our
commercial and retail banking businesses. Our trade finance business
was negatively impacted by the slowdown in international trade, whilst
our domestic residential mortgage business showed some growth
despite the generally difficult market conditions. However, the modest
loan growth was not sufficient to offset a steep drop in net interest
margin caused by the rapid drop in interest rates experienced in the
first half of the year, as the US in particular moved to cut interest rates
sharply in the face of the developing COVID-19 pandemic.

Despite the difficult market conditions, we are pleased to report that
we were able to make good progress in our non-interest income.
Whilst net fee and commission income reported a modest growth of
3% for the year, other non-interest income more than doubled, driven
by much stronger trading income during the year. Overall we reported
strong growth in FX related business and trading performance, as well
as a respectable performance in our wealth management business.

After a difficult first half, credit conditions stabilised somewhat, and
loan impairment charges in the second half reduced. However, there
were still some signs of stress, particularly in certain segments of our
commercial lending business, as well as certain areas of our unsecured
consumer lending business. Our Macau and China businesses were
also affected by the weaker economic conditions, and reported higher
loan impairment charges for the year.
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regular year end revaluation, we made a further provision of HK$331
million in the second half after a provision of HK$200 million in the
first half, bringing the total provision for the year to HK$531 million. It
should be noted that the provision made relating to Bank of Chongging
is non-cash and does not affect our capital adequacy. Bank of
Chongqing completed its A-share IPO in early February 2021, raising
new equity to support its business growth.

CAPITAL AND REGULATION

As at 31 December 2020, the consolidated Common Equity Tier 1
ratio of Dah Sing Bank, Limited (“DSB”) was 13.8%, slightly higher
than the level of 13.4% at the end of 2019. Taking into account DSB’s
outstanding Tier 2 subordinated debts, DSB’s consolidated capital
adequacy level at the year end was 17.6%, slightly lower than the prior
year ratio of 17.9%. We continued to operate well above the minimum
Liquidity Maintenance Ratio of 25%, reporting an average level of
48% 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.

FUTURE PROSPECTS

Whilst we are hopeful that 2021 marks a turning point in the battle
against COVID-19, business sentiment in the early part of the year has
remained generally weak. Although infection rates remain high globally,
the local situation in Hong Kong at the time of writing remains broadly
under control. In addition, the current moves in most developed
markets towards large scale vaccination are likely to bring the infection
rates down over time. On a brighter note, the economy in Mainland
China has already started to rebound, and financial markets in Hong
Kong have remained buoyant so far this year.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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FUTURE PROSPECTS (Continued)

Changes in working practices and lifestyles due to COVID-19 may
provide opportunities for the financial services business. We have
noted that customers are now more willing to interact with us remotely,
whether through online or mobile channels, and we have been working
hard to keep pace with developments in that area, whether they are
technology based or otherwise. Customer centricity and customer
experience are key, and we are trying very hard to ensure that the
improvements in technology are accompanied by improvements in
customer service, whether our customers wish to interact with us
remotely or in person. Early results have been encouraging with more
than 50% of retail banking customers in Hong Kong using digital
channels, and we look forward to building in this area during the rest of
the year and beyond.

Credit quality has been relatively stable so far this year, and whilst
we hope there will be further improvement, we remain cautious at
this stage. The interest rate outlook is also important for both our net
interest margin and our net interest income. Any increase in market

interest rates during the course of the year would likely be beneficial.

Much work remains to be done, and so far, thanks to the hard work
and dedication of our colleagues, who have responded positively to
the difficult conditions that are being faced, we have been able to
continue to serve our customers and deliver improvements in our

operations despite those difficult conditions.

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 remained strong even
through the recent challenging times, and we expect that to continue.

It is clear that there are many challenges to be faced in the current
difficult times. However, we believe that over the longer term economic
and business conditions will recover, and we will be prepared to move
back to a more growth focused strategy at the appropriate time.
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FUTURE PROSPECTS (Continued)

We will complete the relocation of our head office and main branch
to the new Dah Sing Financial Centre located at 248 Queen’s Road
East, Wan Chai, Hong Kong by the end
of March 2021. Moving to a prominent
building that once again bears the Dah
Sing name, after the naming of the
original Dah Sing Financial Centre in
1991, represents a key milestone for Dah
Sing Financial Group, underscoring our
long-term commitment to Hong Kong
and the Greater Bay Area. Moreover,
the move marks the next phase of
the Group’s strategy that embraces
technology to sharpen its customer

focus and improve customer experience

as well as to enhance its operational

J
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efficiency and working environment for
colleagues. With this exciting relocation

Dah Sing Financial Centre
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to our new headquarters, we look
forward to expanding our businesses, providing our customers with
better services, and strengthening the Dah Sing brand as the market
for financial services continues to grow in this decade.

The Board, Management and staff of the Dah Sing Banking Group are
saddened by the passing of Mr. Ng Yuen Tin, an Independent Non-
Executive Director of the Company, on 25 February 2021. Mr. Ng
was a dear friend of the Group. He had served as a director of the
Company since April 2012 and had made many valuable contributions
during his tenure of office. He will be deeply missed by all of us.

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, 24 March 2021
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REVIEW OF OPERATIONS

FINANCIAL HIGHLIGHTS

the year are summarised in the table below:

The highlights of the Group’s consolidated financial performance for

20205 20194 2
2020 2019 Variance

FEE Net interest margin 1.63% 1.87%
AEETT HK$ Million
B Operating income 5,248.8 5,388.1 -2.6%
BB EEIER 2 & &R T Operating profit before credit 2,415.9 2,537.5 -4.8%

impairment losses
MBRREEER 2 28R Operating profit after credit 1,768.9 2,181.2 -18.9%

impairment losses
B 75 B A Profit before taxation 1,809.4 2,593.2 -30.2%
FEmA Profit for the year 1,493.0 2,240.1 -33.4%
TEERBEARREZ Profit attributable to shareholders 2,024.1 2,527.0 -19.9%

TR 2 AR (R R excluding the impairment charge

on the investment in an associate
BEFEX Advances to customers 137,577 136,947 0.5%
BEEFR Customers’ deposits 190,340 182,629 4.2%
BEITHFRE Certificates of deposit issued 8,126 6,751 20.4%
FRER Total deposits 198,466 189,380 4.8%
BIEES Subordinated notes 3,828 5,510 -30.5%
BESE Total assets 247,306 243,406 1.6%
BESR Total liabilities 217,951 215,222 1.3%
BRES Shareholders’ funds 28,441 27,271 4.3%
BIN—RER Additional tier 1 capital 899 899 0.0%
SERIBUA, B A Net interest income/operating 70.4% 75.6%

income
FAE A L5 Cost to income ratio 54.0% 52.9%
g4 E E R R Return on average total assets 0.6% 0.9%
TR R E £ Bl Return on average shareholders’ 5.4% 8.5%

funds
BER(TEREESEBE)ETFR Loan (excluding trade bills) to deposit 69.3% 72.3%

(DB BT RE)

(including certificates of deposit
issued) ratio
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The Hong Kong economy contracted by 6.1% in 2020 after a mild
contraction of 1.9% in 2019. Local economic performance was
severely affected by the COVID-19 pandemic. Most sectors of
the economy were impacted, and there were particularly notable
slowdowns in the retail, tourism, hospitality and restaurant sectors.
The unemployment rate rose sharply to 7% by the end of the year, the
highest in the past 16 years.

According to the IMF, the global economy in 2020 contracted by 3.3%,
a sharp reduction from the 2.8% growth in 2019. Mainland China was
the only major economy to report positive GDP growth in 2020, up by
2.3%, though this was the lowest growth rate in the past 3 decades.

Interest rates declined sharply during the year, with one month HIBOR
declining from a little above 2% at the beginning of the year to around
0.2% at the end of the year. In general, Hong Kong interest rates
remained above US rates during 2020, reversing the trend in recent
years. The US Federal Reserve cut interest rates by 1% in March in
response to the weakening economy due to the escalating outbreak
of COVID-19. US market rates were generally more stable than those
in Hong Kong, with LIBOR tracking downwards broadly in line with the
cut in the US Fed Funds rate.

Against the extremely difficult market conditions, and in particular
the adverse local market condition experienced after the first quarter
last year, our profit attributable to shareholders dropped by 33.3% to
HK$1,493 million.

Operating income was 2.6% lower than 2019, mainly caused by lower
net interest income due to pressure on net interest margin following
the sharp decline in market interest rates. Net fee and commission
income increased by 3%, mainly due to stronger retail broking and
securities related income. Net trading income increased significantly in
the year, with higher fair value gains on our funding swap positions, in
response to a widening HIBOR/LIBOR rate differential.

Excluding the one-off subsidy from the Hong Kong Government’s
Employment Support Scheme, operating expenses increased by 1.7 %,
due both to wage increases and higher spending on IT related projects.
Credit impairment charges rose by 82% year on year, reflecting the
more difficult market environment in the year amid the COVID-19
pandemic, and also our cautious macroeconomic outlook at the end of
2020.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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FINANCIAL REVIEW (Continued)

Bank of Chongqing (“BOCQ”), our Mainland associate, launched
its A-share offering on 30 December 2020, which was completed
on 5 February 2021 when its A-shares were listed on the Shanghai
Stock Exchange. The new share issue has led to the dilution of our
shareholding from 14.7% to 13.2% in February 2021.

The Value in Use of our investment in BOCQ was again below the
carrying value of the investment as at 31 December 2020, resulting in
the need for a further impairment charge of HK$331 million at the year
end, which together with the impairment charge of HK$200 million
made at the mid-year, resulted in a total impairment charge for the
year of HK$531 million, higher than 2019 by HK$244 million. Despite
this, the operating performance of BOCQ remained satisfactory, and
our share of its net profit was HK$710 million, slightly above the prior

year.

Our businesses in Macau and China delivered weaker results
due primarily to pressure on net interest margin and higher credit
impairment caused by weaker market conditions.

Amidst much weaker business conditions, the Group’s return on
shareholders’ funds reduced from 8.5% to 5.4%. Cost to income ratio
increased from 52.9% in 2019 to 54.0% in 2020.

As at 31 December 2020, the consolidated Common Equity Tier 1 ratio
of Dah Sing Bank, Limited (“DSB”) was 13.8%, higher than the level of
13.4% at the end of 2019. Taking into account DSB’s outstanding Tier
2 subordinated debts, DSB’s consolidated capital adequacy level at
the year end was 17.6%, mildly below the prior year of 17.9%, mainly
due to a lower amount of subordinated debt in issue. We continued
to operate well above the minimum Liquidity Maintenance Ratio of
25%, reporting an average level of 48% 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.

KIFRITEBBR AR 2020F F3]

19



20

ES a1

REVIEW OF OPERATIONS
) o ) o - o« D a» a» ) )
a» a» a» a» a» a»
EBREABE HIGHLIGHT OF BUSINESS PERFORMANCE
EASRAT Personal Banking

2020 FRERFEBBBIK - TEHN20195E
R R BERERTIHHEFNE - Bt - AEEH
BARITEBRARIEEZERE M REER L
THORRIFE - AT - EARTEEHETUNER
RIS B ZRERNEP LR IRG 2 &
A WRHEBEZNER LIRS - KhheEF
MER - AEERBRERRESBBE S - #itZ
THREFS -

BEKBRRAMESBUB - FAREEVIPR
TREEF (ZAEREE(EEEEDRMA
EBTT)NBBEEMEM MEEEBERAEE
8% ° HMN20205F NHEREMZHELEFL X
SERN THARBEEESXHEE M B
BREFEREERRARBRFIER0% © RE
EFINERZ S ATERIT43% 58 IE1E

AEBEFLARITEBN TP EREE MR E K
ABRBTARENER - EENRAZEZRIRN
EPEMEA - AACHRBERRAZTFREH]
ZICWER ° Wi AEBRNAEERITE
FRHERMARITIRE RETRINIEE - S
ABRITEFPEBEN  EEEERREERAT
PE 2B

HE2019FFK - ARBEARTEENERT
HIERA% - BEREHRFEEFTIER4% ©
VIPIRITIRBE PR A PTG RSID - ANEEEEIRH
FEEPHNEZEMIRE  FATFPHUER
FIRR27% - HH63% BI|ITHEF ° AEETR
HAOMRP/NEEFHR - M2020FFK - NEE
WEEDITHEBLRI0EERTER NEEFIR
ey /R

The operating environment in 2020 was extremely challenging mainly
due to the prolonged COVID-19 pandemic, and intense market
competition. Accordingly, the performance of our Personal Banking
business was adversely impacted by the sharp economic slowdown
and the rise in unemployment. Nevertheless, Personal Banking
continued to execute a customer-centric strategy and to build its
multi-channel customer acquisition and servicing model, offering
a wide range of products and services to meet customer needs.
Investment was made in our digital capabilities to maintain our
competitiveness.

Wealth management fee income grew by 8% notwithstanding the
challenging economic environment, and we were able to increase the
number of VIP Banking customers (with assets under management
(“AUM”) above HK$1 million) during the year. Securities trading volume
through remote channels increased, and overall securities trading
fee income recorded growth of 60% year-on-year, in part due to
stronger equity market sentiment in the second half of 2020 and higher
customer trading volume. Meanwhile, customer foreign exchange
trading income also recorded very strong growth of 43%.

Our Private Banking business achieved encouraging growth in
customer AUM and fee income. The positive performance was
attributed to its widened customer base, personalised servicing
model and its range of customised offerings to customers. Our efforts
in promoting and cross-selling our Private Banking services to our
Commercial Banking customer base also led to an increase in the
number of Private Banking customers, and contributed to the growth
in AUM and fee income.

Overall deposits in our Personal Banking business grew by 4%, and
current and savings deposit balances grew by 41% compared with
the end of 2019. In addition to growth in our VIP Banking wealth
management customer base, our YOU Banking service, focusing
primarily on a younger customer segment, grew by 27% year-on-year,
of which 63% were new-to-bank customers. We also made efforts
to grow our SME customer base, and by the end of 2020, we had 10
SME centres in our retail branch network, focusing on serving retalil
SME customers.
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EBRREBEm HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
fELASRAT Personal Banking (Continued)
REEEFER1% - EEXEX LA  FREE Loans outstanding increased by 1%. With the rise in unemployment,
FRAIE DN - BADAERER AIIEKTE - credit cost in the year increased, but was still at a manageable level.
AEERBOEAAKBRERZENEREE In addition to our efforts to expand our product range through digital
S MESERHRARBESEEAREE - A channels, we also launched various credit card programmes to
HEELBEBRRANES  WHELHEAEPIMR promote online spending and acquisition programmes via partner
KR E W RT - At PIRIEER R B collaboration as well as rolling out an integrated collection services for
5 o EER201957 7 b A & 1B A5 SRk Y BT 2 I Pk sy, - merchants enabling them to handle traditional and QR code payments.
BAMIR2020F6 AL EAREBHRFRE - B The launch of credit card straight-through application in June 2020
By ER IS RSB R R EE helped to counteract the difficulties faced in more traditional marketing

activities amidst the COVID-19 outbreak and challenges.

g
‘ [
RIRITeEBEARRERESHES ﬁ
DSB e-Express Credit Card application promotion
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EBREME@m) HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)

B ASR1T ()

ERBUSHRTERHBTERRIEFTEEZ - £ 5%
ERFASEERBBREASISE N RELZIE
BRASPER BRTALEEPOERIN
BAARPHRIIFAMEABEASSFHESLEEH
RIRT - WATECERPHELTIRIEEIR &
RNBEREFIEP ARG - AEBEHRITH
MU R2020F FIRIEH - AR AEEEGEES
& LAR2019FTEMA RIS HE R PITAEE -
HIBRITRBEAERNERR - THEAEEH
ISERITA P S B 8201978 1112% + MBS 1T
R BT LET162% -

Personal Banking (Continued)

With digital banking being of critical importance in the banking
industry, we place high priority on enhancing customer experience
with our digital capabilities and launched various initiatives throughout
the year. In addition to online payroll registration, individual customers
are now able to register for Faster Payment Service (FPS) with their
Hong Kong identity cards, while FPS-enabled SME account merchant
payment services were launched for retail enterprise customers. A
redesigned website was launched in late 2020. As a result of our
efforts and also the changes in customer behavior to make more use
of digital banking services during the COVID-19 pandemic, the number
of our digital users grew by 12% when compared with 2019, and total

digital payment transactions were up by 62%.

\_

RIVIPIRITRB R BHI2H HESEHES
DSB VIP Banking and YOU Banking promotion
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EHRRAME @ HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
fBIASRIT (30 Personal Banking (Continued)
AEENEEEREME The Group also continued to allocate
RAREBERKRES ( resources to upgrade and relocate our
T URARPRS branches to improve our customer
K EHRE - 72020 service and to achieve greater operational
F12AK - K¥RTT efficiency. As at the end of December
REBZRBIEEE 2020, DSB had a network of 45 retail
DITHAG - H A 28fH branches in Hong Kong, within which
R A VIPIR 77 AR 7% there were 28 VIP Banking centres,
N REBRBEBHR 32 securities trading centres and 10 SME
SH 0 K10 HRE F centres.
B
RENRITZ R DT
LOHAS Park Branch of Dah Sing Bank

BHERIT Commercial Banking
ERBEEBRBN—HD  AEBEPERITE Our Commercial Banking business continued to focus on the
BREEZEENEREPEITIRPRE  UARP implementation of its account strategy across target customer
REEREZHEERTEMRERS - 1 - &M segments as a part of the execution of its overall business strategy,
XRHAEAERERR(EERERDESNTEL and provided a broad range of commercial banking products and
HAZBBTERFTE - BT &P/ N RAM D services to our customers. During the year, we supported the
FH2019%7 0 It A 18 KA BEUAR A IR & Pre-approved Principal Payment Holiday Scheme promoted by the
BT e Hong Kong Monetary Authority (‘HKMA?”), which helped alleviate the

cash flow pressure of SMEs and local corporates affected by the
COVID-19 pandemic and economic contraction.

:\/}f
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ERRBBEm) HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
BERIT 0 Commercial Banking (Continued)

BERBRITEHE L IRERHRT(PEWA
- BAORTEANENEETPRERE - 81
BAFBRT(PE)RSEATEAMESRHERP
RERE  WEARAEEREHERTHL
EHMARIZEESER - BRAEHEA 272019
AR EHEEARSFENREALETS
REEN - BHREBEBAEEERBELIRT
EREAELETRITRS ©

BERBHARUE  QBERLE EXFREIR
AEEHEEEREBRE  ARAKEEN
HENRRENBREEEN DAL A BIRREBH
& UREXFPNERR  BERRITEHBER
BEEMIER - AEEHBHRRITEBRFAN
RERNEBFHBEMEEHE - BREREE
BB ERFROE MR EELR - RSRAR
REEAKERPM -

EERSBREIFSZWENTET » FHEWA
TB& o FRIEFBBMARESIF - MEBEELE
FONEX ZHRBKRAZ LA E M ERBA TR
P s o

FR - BEFRESH LR - TEHRERERHNE
BIRET - POEFEPHTREFEM - ARG
BhEBREEERAITRENRR - BEBME
AEBEHERITEREANEEL REE2020F
FEDATE  BEFRNREXHERS @ TERBR
RBERY - B/ EXREEREZHE - HAK
BEZEERERA  BHR2PNEERPHNE
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We further strengthened our collaboration with Dah Sing Bank (China)
(“DSB China”) in serving our Mainland corporate customers. This
included DSB China colleagues providing an account opening witness
service for our Mainland customers in China to open bank accounts
with our Commercial Banking division in Hong Kong, allowing us to
process their funds transfers. These provided Mainland customers the
convenience to establish a banking relationship and conduct banking
transactions with us in Hong Kong while they are unable to travel easily
to Hong Kong during COVID-19.

Notwithstanding the challenges brought by the pandemic, economic
contraction, weaker loan demand and our more cautious credit
underwriting in 2020, our Commercial Banking business reported
a mild loan growth, a result of our focus in expanding our business
relationship with solid and well-established mid-market and larger
companies, in addition to our continued support to SME customers.
We are pleased that our Commercial Banking business was able to
grow its deposit base during the year at lower cost, which allowed
us to fund our loan and asset growth while prudently managing our
liquidity.

Net interest income was lower as a result of the low interest
environment and tighter net interest margin. Non-interest income
in the year was stable, with the increases in wealth management
and customer foreign exchange related income helping to offset the
shortfall in other fee income.

Loan impairment charges were higher in the year, mainly caused by
higher non-performing loans arising from our SME customers, and
provision for potential or expected credit losses under the challenging
operating environment. Overall, the asset quality of our Commercial
Banking loan portfolio remained manageable as of the end of 2020,
although impairment charges in the year were higher, mainly reflecting
the weaker economy and more challenges faced by some SMEs.
We will continue to closely manage the credit risk of our borrowers,
especially SME customers.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Commercial Banking (Continued)

We continued to invest in digital solutions and upgrade our digital
banking channels for better customer experience, with a focus on
our Transaction Banking capabilities, via the DS-Direct platform, our
Commercial Banking e-channel. We also invested in our frontline
team by providing tailor-made training to enhance the credit and risk
management skills of our relationship managers. During 2020, we
achieved saving in operating expenses including the benefits of new
initiatives taken to simplify internal operation processes and external
services. We also streamlined and enhanced the process of anti-
money laundering to step up the controls over customer due diligence
and transaction monitoring of our Commercial Banking customers.

After our strategic assessment including consideration of the market
changes and business prospects, we decided to scale down our
equipment finance business in the second half of 2020, which will
allow us to deploy resources to focus on our core Commercial
Banking products and services, and to provide better services to our

customers.

With the efforts we had made and business initiatives we had pursued
in executing our strategy, and the formulation of the new Medium
Term Strategy last year, we have built a stronger foundation in 2020
for our Commercial Banking business to support our growth and better
customer service in 2021.

KIFRITEBBR AR 2020F F3]
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ERRBBEm) HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
BEEK Treasury

2020 - AEEFEEBIEFNBEELR - &
IR FIEI20% E5B6 TIEEAE T - BEFN
MSFE KRB THEIOFHNEBWAZE - BFR
BERASBWAURZZHAKEELN - KT
FHRBURA KIS - WA AL R16% © 11
EXER  ARTISFIETY® - FAMEEBH
F B ER0.98% K E0.84% - L EBEHES
MEEEARASFOINELEBBERGRK - &
FRATERPEAINEKRALINISY - BFIE
RASNE E RIS R Rt AT R R EETTH RS ET
SHRGTR - DEMRARSERE - FHHE
PR SIEE SR ERUA o

BERBERNERREHER - WEEXKIER
EEXHERIUERN4% - T8 TABURER
E o TN MEEBNEERES HAEENE
2TEBTT - A - HAKREASEELERRER
o FIERRRA- BEANMEEBREEAN
WEHRZOREREEERE -

FR - AKEREETERD L - FHRDIEES
HERRFENAT.8% @ BEFHE - AEEERE
BERPEEMLS  UZEIBBLLREMERN
EL2FEENTARER  RRRETHAER
RFRITHIREIR

Our Treasury division reported significantly higher profit in 2020,
with an increase in attributable profit of 20% to HK$563 million.
Whilst net interest income was under pressure due to the sharp fall
in market interest rates during the course of the year, both net fee
and commission income and trading income increased substantially,
balancing the fall in net interest income and driving overall revenue
growth of 16%. Due to the lower market interest rates referred to
above, the net interest margin of the Treasury business fell during
the year from 0.98% to 0.84%. Our efforts to build our customer
facing FX business continued to pay dividends, with FX revenues
from our retail customer base in particular increasing by 15%. The
increase in customer related FX business also drove improved trading
performance, as did the beneficial market situation in terms of the
difference between HKD rates and USD rates, which drove strong
gains in our funding swap income.

We saw modest growth of around 4% in our overall operating
expenses, despite continued investment in technology. Headcount
remained stable. Our credit impairment charge increased substantially
to HK$20 million for the year. 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 47.8%, similar to
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

In 2020, the impact of the COVID-19 pandemic dominated the
economic environment both globally and locally in Macau. Given
Macau’s heavy reliance on gaming and tourism, the local economy
was particularly and severely impacted. With gaming revenue down
by 79.3% over the year, and visitor arrivals down by 85.0% for the full
year, the GDP of Macau shrank by 56.3% in 2020.

Amidst such an unfavourable economic situation, our Macau
subsidiary, Banco Comercial de Macau, S.A. (“‘BCM”), pursued a more
cautious approach in managing its credit portfolio. As a result, whilst
the quality of the loan portfolio remained healthy, total loans dropped
by 6.8% compared to the end of the previous year. At the same time,
BCM also worked to reduce its funding cost and to book more lower-
cost deposits, and was able to grow its current and savings account
(“CASA”) balances by 8.7% over the year and improving the ratio
of CASA deposits to total deposits. Overall net interest margin of
BCM slightly dropped to 1.35% as at December 2020, compared to
1.39% as at December 2019. Due to the weak economic environment,
BCM'’s net fee and commission income decreased by 14.9%, and
total operating income dropped by 14.0% compared with 2019. In the
year, despite the generally manageable asset quality, BCM recorded
a substantial increase in credit impairment charge in 2020 versus the
very low credit cost base in 2019, mainly caused by the default of one
corporate loan and lower property values for the collaterals pledged.
This, together with lower operating income, led to a substantial drop in
BCM’s net profit in 2020.

KIFRITEBBR AR 2020F F3]
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HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)

Banco Comercial de Macau (Continued)

In 2020, BCM continued to launch new products and services to
increase its competitiveness. In April, BCM launched a new and
innovative deposit product, the Star Rewards Account, which is the
first ever in town to bundle a deposit account with credit card product
that enables BCM customers to be eligible for Asia Miles rewards.

J

RPIREERITIEREE |SHES

BCM Star Rewards Account promotion

REARABIGIRITE NHRE - RPIERTT
202068 AL E AR M MeCorpi s
TENRITIRSEARER - ZEARAIEEDY
BREMATR E—PBHLEEPHM LR
SRR RETEMERBE - i ERERMN
RERITAZREW OB EREPFTFRE—F
MAFTHEE » B520204F6 AL EAFMA LR
BRT - BRI IR B AR -

In line with its strategy to improve its digital banking capabilities,
BCM rolled out the eCorp mobile banking app with a biometric
authentication solution for corporate customers in August 2020, further
streamlining corporate customers’ e-transactions with higher security
and efficiency. In addition, the current e-applications platform via BCM
public website was further enhanced to add a credit card e-application
channel since June 2020, which allowed customers to submit their
applications and documents online.

JRPIRE R IRTTeCorpR X MBNIRTTIRBEEES
BCM eCorp mobile banking promotion
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HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
Dah Sing Bank (China)

DSB China’s overall business performance remained stable in 2020.
Its net interest margin was maintained at a level similar to 2019, and
its loan and deposit balances were modestly higher than 2019. DSB
China remained vigilant and selective in managing and growing its
commercial and retail lending businesses, and has continued to tightly
control its credit underwriting and risk management to maintain stable
asset quality.

DSB China continues to operate in 6 major cities in China, with a
network comprising the Shenzhen headquarters, and branches in
Shanghai, Nanchang, Zhenjiang, Guangzhou (with a sub-branch in
Foshan), and a sub-branch in Shenzhen Qianhai, offering a wide range
of commercial and retail banking lending, deposits and related banking
services to our customers in China, especially to customers that have
Greater Bay Area (“GBA”) cross-border banking needs.

The collaboration with the Commercial Banking Division of DSB Hong
Kong further improved in the past two years, allowing us to provide
better service to our cross-border commercial customers, including
during the COVID-19 pandemic period. In addition to meeting the
needs of the cross-border commercial customers, this business
collaboration also brought additional revenue to DSB China.

We are pleased that the implementation of DSB China’s new mobile
banking platform for individual customers was substantially completed
by late 2020 and had started its pilot run, with a launch set for early
2021. Together with the derivative license obtained in 2019 and the
collaboration with DSB Hong Kong, DSB China is working to provide a
more comprehensive set of products and services to our Mainland and
GBA customers.

KIFRITEBBR AR 2020F F3]
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ERRBBEm) HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
BEERIT Bank of Chongqing
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D

Bank of Chonggqing’s (“BOCQ”) business performance and financial
results improved in 2020, with its profit attributable to shareholders
up by 5.1%. BOCQ’s loans and deposits grew 14.1% and 11.9%
respectively and it reported higher operating income, which was driven
by growth in net interest income. Operating cost was modestly higher
than 2019. Against the slower growth environment and unfavourable
economic impact caused by COVID-19, a higher charge for credit
impairment losses was recorded, which led to a somewhat subdued
growth in its operating profit after credit impairment. Non-performing
loan ratio and non-performing loan coverage ratio at the end of 2020
was 1.16% and 334% respectively, both showing improvement when
compared with 2019, reflecting sound asset quality at the end of 2020.

Our share of BOCQ net profit continued to be recognized on an equity
accounting basis, which amounted to HK$710 million in 2020, up 1%
compared with 2019. Due to a further lowering in the Value in Use of
our investment in BOCQ assessed at June and also at the end of 2020,
a total impairment charge of HK$531 million was recognised in our
2020 consolidated results, compared with HK$287 million in 2019.

As the impairment charge was lower than our share of BOCQ net profit
recorded in the year, the carrying value of our investment in BOCQ, net
of the total impairment allowance, increased to HK$4,278 million at 31
December 2020, compared with HK$3,889 million as at 31 December
2019.

BOCQ completed its A share IPO in early February 2021, raising
gross proceeds of RMB3,763 million, which helped boost its capital
adequacy ratio. BOCQ’s new shares started to be listed on the
Shanghai Stock Exchange on 5 February 2021. Due to the new BOCQ
shares issued in China, the Group’s shareholding was diluted from
14.7% to 13.2% in February 2021.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



LJ
N

a»__ @& a»__ a»
@5 ¢ > TP g @D @D €D ¢ TP g T
P D"
REERERE
AREEHEARNERERER  ETEES

&R 2 B\ E IR 45 5| R SR Hy R 2 1R 4 A
R ARFIECERRREFAFERRE
R mEREHREF  UBRRASEXBER
Ko i@ B e\ b i o B PR B R ER B R — Bl

P EIRAELR -

AEEEBOHERZ I ZEF AR ERBRE
FAFKFY - BREAUE/LCAR - MEERR W
SRk RBEERBENXEAR  UERT5HE
R - BRLERRNMEERR - BEEE
HERZERE AR NEFSEENE
RERNARETEERENETEENARER

REH -

EN2020F K FIRIRNEE - AEBRITEBOE
BERRITE  UEEMB IR - BEES
EEERMATE  EXTBEEEERFH2019
FHELLEE -

B2018F1 A1 AR EE B BHRE EAE9
SEETELE  AEEEWTEEMBEEER
(EHEEERDEAUFGEEAEGNRER
B FARZBELEERR @60 FE0AR
RIBBEEEBRNAEPZEEAREERE - A&
E 720204 & i TR B LT REUS B IR IR
AREER - UWBRARAZEEEEENE2M
BT EE E BRI T BT - WHLTEE
SEGBEL AR -

EIEI -

REVIEW OF OPERATIONS
a» a» ) ap @ ap @
RISK MANAGEMENT

The Group has put in place an effective Risk Governance Framework,
which comprises a Risk Appetite Framework setting out high level risk
management directions and tolerance, as well as a Risk Management
Framework with policies and procedures developed to define the risk
measurement, monitoring, reporting and control processes on an
enterprise-wide basis to make sure that business development and
operations of the Group are in line with the risk appetite statement as
well as applicable regulatory requirements.

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.

Amidst the difficult economic conditions in 2020, the risk profile of the
Group was affected, and had moderately deteriorated. The main asset
quality metrics worsened when compared with 2019 although the
overall credit quality remained manageable.

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 impairment provision required for the credit portfolios, taking into
account macroeconomic factors, characteristics of the portfolios, as
well as forward-looking elements during the ECL calculation process.
Regular reviews were conducted during 2020 to assess the possible
developments of the macroeconomic environments to make sure
that major issues that could affect credit losses in future are properly
evaluated with appropriate regard to the forward-looking assessment,
and reasonable provisions for ECL are maintained.
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LM-1 on “Regulatory Framework for Supervision of Liquidity Risk” that
had taken effect in 2020, we had taken action to further strengthen our
risk management and control processes, and completed the necessary
system enhancements to implement these revised risk measurements
and regulatory standards, and achieved compliance before the
respective effective dates. During the year, the Group started to
prepare for the transition of LIBOR to an alternative reference rate. In
line with market and regulatory developments, we continued to follow
developments in green and sustainable banking initiatives.

Cybersecurity and effectively mitigating cyber threats are a continuous
and increasing focus of the Group, which is closely monitored by
Management and regularly reviewed at the Board level, including in
the Risk Management and Compliance Committee, as a part of our
risk governance, and to ensure that our cybersecurity objectives and
defence are commensurate with our business needs, protection of
customer data, technology and market developments. The Group
follows the requirement and implementation as mapped out by the
Cybersecurity Fortification Initiative of HKMA, and has implemented
various cybersecurity resilience measures, controls and defences to
safeguard against system attack as well as data breach, including a
multi-layer security infrastructure and various defence and prevention
system tools. The Group has engaged qualified professional firms
to perform ongoing monitoring, detection and mitigation of cyber
intrusion attacks, and conduct assessments as well as simulated
attacks to ensure the robustness of the Group’s cyber defences, and
to enable us to keep abreast of sound market practices. The Group is
also preparing to meet the higher standards set by HKMA under the
new Cybersecurity Fortification Initiative 2.0 published in November
2020.
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RISK MANAGEMENT (Continued)

On the anti-money laundering (“AML”) front, as part of our continuing
efforts to strengthen our AML risk management framework including
governance, three lines of defence, policy and procedures, customer
risk assessment, customer due diligence, and transaction monitoring,
we have engaged an external consultant to assist us to review our AML
system and control, and to assist us to make further enhancement in
our overall AML controls over the longer term. Continued effort was
also made to apply technology solutions to sustain the effectiveness of
our AML controls.

EXRRBES CAPITAL AND LIQUIDITY
2020 20194
NEH The Group 2020 2019
MRS R T 2 B ANER Capital base of banking subsidiaries
(LAB BB ITat) (HK$ million)
M12A318 At 31 December
- LR — Common Equity Tier 1 22,799 21,292
-—f - Tier 1 23,697 22,191
- =% —Tier 2 5,421 6,263
MR 2 BRI B Total capital base after deductions 29,118 28,454
AT B LR Capital adequacy ratio*
- E A — - Common Equity Tier 1 13.8% 13.4%
-—% — Tier 1 14.3% 13.9%
- B - Total 17.6% 17.9%
BN MRS Liquidity maintenance ratio 47.8% 46.4%
(FEF19) (average for the year)
* 202012 A31H K&2019F12 831 H 2 &K% 2 * The capital adequacy ratio as at 31 December 2020 and 31 December

Lo R Ty RHRAT (R 3ERPI A R IRTT ORI IRTT
(FED)WFAaMR - IESE(RITE(ER)R
ADRZEZMBENERS - ZFAELTRE
HEMEEDE B MIZRERMIEERR -

MBI R L R YRR IRTT (B BB PIRE 2R RTT
RARFIRIT(HED)) R BFE12EARNEE A
2R R AR L R R IBCRITE ORBIIE)
BADEE -

2019 represents the consolidated position of DSB (covering BCM and
DSB China) computed on Basel Ill basis with reference to the Banking
(Capital) Rules. This consolidated capital adequacy ratio takes into
account market risk and operational risk.

The liquidity maintenance ratio is calculated as the simple average of
each calendar month’s average consolidated liquidity maintenance ratio
of DSB (covering BCM and DSB China) for the 12 months of the financial
year, computed in accordance with the Banking (Liquidity) Rules.
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The Group’s business continued to maintain healthy capital adequacy
ratios over the year.

Our 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

We continued to make efforts to reinforce the Group’s guiding
principles and values, promote sound culture and employee conduct
within the whole Group, and recognize staff positive behaviours
through various programmes. A culture and conduct related dashboard
is also prepared on a regular basis to facilitate tracking of relevant
indicators and analysis. In 2020, we launched a series of educational
videos showing cases of improper conduct and misbehaviours, with
Senior Management team members pointing out the seriousness of
these and Management’s lack of tolerance of these behaviours. An
interactive on-line game to promote our guiding principles and values
to new joiners was also launched. Under our enhanced performance
management process, the 2019 discretionary performance incentive
bonus of employees with adverse performance in non-financial
performance factor was reduced or eliminated. With reference to
the range of practices and common themes set out in the Report on
Review of Self-Assessments on Bank Culture issued by HKMA, we
identified some initiatives to further promote sound corporate culture
within the Group. Results from the culture survey conducted in 2019
were communicated to employees.
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HUMAN RESOURCES (continued)

In 2020, we introduced or enhanced a number of training programmes
to better support the development and training need of both
managerial and general staff, to align with the Group’s business and
development needs and to equip staff with skills and knowledge to
cope with the epidemic situation. In light of COVID-19, virtual training
programmes have been adopted since February 2020. To facilitate
career progression of staff, career road maps have been developed.
We have also provided full support to our employees to build
competence for performing their roles more effectively and meeting the
HKMA'’s requirements under the Enhanced Competency Frameworks
for different teams of professionals.

We furthered our efforts in fostering a caring culture throughout the
organization. In 2020, we enhanced our group medical insurance
benefits for all employees and their dependents, and continued to
implement initiatives to promote staff wellness, such as a series of
nutrition talks, Wellness Week and Employee Value Proposition (“EVP”)
Weeks. Various anti-pandemic measures have been adopted in the
workplace.

To enhance employees’ and candidates’ experience and support
sustainability, we have rolled out the training portal, e-Leave, e-Payroll
and e-Job Application system modules in 2020. It is estimated that
over 162,000 pieces of paper and 32,000 envelopes can be saved
annually.

Due to the changes in market conditions in Hong Kong, Macau and
China markets, the Group’s headcount slightly decreased in 2020, with
the total number of employees of our Group decreasing from 2,970 at
the end of 2019 to 2,941 at the end of 2020.

Additional information on our human resources development covering
employment, health and safety, training and development, awards
and recognition is included under the section Workplace in the
Environmental, Social and Governance Report.
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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 2020, the Company has
applied the principles and complied with all code provisions as set
out in the Corporate Governance Code (“CG Code”) under 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 provisions A.4.1 and E.1.2 as explained in the following relevant
sections. 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 is also responsible for ensuring that the Company has
sound systems of risk management, internal control and regulatory
compliance. The Directors, collectively and individually, have a duty to
act in good faith, and to take decisions objectively in the interests of
the Group. The Board sets the business objectives for the Company,
and monitors the execution of those objectives by the Management of
the Company.
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CORPORATE GOVERNANCE REPORT

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 and standards

- 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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EEECEAK Board Composition
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As at 31 December 2020, the Board comprised 8 Directors, namely
Messrs. David Shou-Yeh Wong (Chairman), Hon-Hing Wong (Derek
Wong) (Vice Chairman, Managing Director and Chief Executive),
Gary Pak-Ling Wang (Group Chief Financial and Operating Officer)
and Nicholas John Mayhew (Deputy Chief Executive) as Executive
Directors (“EDs”), and Messrs. Robert Tsai-To Sze, Seng-Lee Chan,
Blair Chilton Pickerell and Yuen-Tin Ng (deceased on 25 February
2021) 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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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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)

As at 31 December 2020, the Company had 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. As at 31 December
2020, 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.

Pursuant to code provision A.4.1 of the CG Code, NEDs should be
appointed for a specific term, subject to re-election. 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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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 2020 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.

Corporate Governance Functions

The Board is responsible for performing the corporate governance
duties including:

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

corporate governance

- to review and monitor the training and continuous professional

development of directors and senior management

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

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

- to review the Company’s compliance with the CG Code and
approve disclosure in the Corporate Governance Report
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The following is a summary of the matters relating to the above
corporate governance duties reviewed and discussed by the Board in
2020:

- Corporate Governance Report of 2019

- Environmental, Social and Governance (“ESG”) Report of 2019

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

- Revised Policy on Intra-Group Exposures

- Revised Group Remuneration Policy

- Revised Terms of Reference of the Nomination and Remuneration
Committee

- ESG reporting under the Listing Rules

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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BOARD OF DIRECTORS (Continued)

Code for Securities Transactions by Directors

The Company has adopted its own code for directors’ securities
transactions (“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 2020.

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.
Pursuant to code provision A.4.2 of the CG Code, every director,
including those appointed for a specific term, should be subject
to retirement by rotation at least once every three years. All new
Directors are subject to election by shareholders of the Company at
the next annual general meeting after their appointments have become
effective. All other Directors of the Company are subject to retirement
by rotation at least once every three years.
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BOARD OF DIRECTORS (Continued)

Delegation by the Board

The Nomination and Remuneration Committee and the Audit

Committee were set up under the authority of the Board, to assist the

Board in carrying out its responsibilities.

As at 31 December 2020, the composition of the Board, the

Nomination and Remuneration Committee and the Audit Committee

was as follows:

Board

EDs
David Shou-Yeh Wong (Chairman)

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

Gary Pak-Ling Wang (Group Chief Financial and Operating Officer)

Nicholas John Mayhew (Deputy Chief Executive)

INEDs
Robert Tsai-To Sze
Seng-Lee Chan

Blair Chilton Pickerell

Yuen-Tin Ng (deceased on 25 February 2021)

Nomination and
Remuneration Committee

INEDs

BRESH (/%)
B

BTES
B 3

Seng-Lee Chan (Chairman)
Robert Tsai-To Sze

ED

David Shou-Yeh Wong

EREEE Audit Committee
BYFHITEE  INEDs
B (£E) Robert Tsai-To Sze (Chairman)
R 5 7 Seng-Lee Chan
SRMA(FA2021%F  Yuen-Tin Ng (deceased on

2 425 AEkt) 25 February 2021)
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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 2020.

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

b
Training Areas
REEE/
BEERE/ EEEK %/
TEER RER B
Regulatory/ Group’s  Macroeconomics/
Corporate Business and Business/
= Directors Governance Management Financial
BUFHTEE INEDs
ki Robert Tsai-To Sze v/ v/ v/
BREEFI Seng-Lee Chan v v g
EhE Blair Chilton Pickerell v/ v v/
RIRA (R202142 A25 ARk ) Yuen-Tin Ng (deceased on 25 February 2021) v v v
HiTEE EDs
FFE David Shou-Yeh Wong v v v
HEH Hon-Hing Wong (Derek Wong) v v g
FrE Gary Pak-Ling Wang v/ v v/
i 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

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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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

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 4 meetings in 2020. The attendance record of the NRC

members at NRC meetings held in 2020 is set out in the section on
Attendance Records of this Corporate Governance 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 2020:

- 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 2019 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 the culture enhancement initiatives pursued by the
Group

- Reviewing and endorsing the updated Terms of Reference of the
NRC

- Reviewing and approving the revised Code of Conduct for Staff

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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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 regular 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 NRC will review and report annually, in the corporate governance
report to the Board, a summary of the Policy, the measurable
objectives to implement the Policy and progress made towards
achieving those objectives.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



LJ
N

EEZES-EXZTEEW

ERZBRENLERANAR ZFE R HR %
WRZIFLE  BREERVMBREAGARAZIEE
A5 S e )

bl

ERZEERAARAZARNEE  YAESFE
BEETZRANERRERER - ARTANEE
ZHIENHASEN T X - KEAREEERERE
ZECMBIRBEZABENINFEMBHREM
AMBREREIR N

ZBERBENRAFRITREERS

B L&A -

A L&

BHZE2020F12A31ALFE  EXEEEXNER
SEEMSEAE(ERE) « BREFLEERRRB AR
2021F2 25 AEE) - EREE G REKER
BN IENITES - HERRTT U REEER
BEEEERE - — DZENSUAR b5 R B
AR Z BTE S IR IS A% SR A B B B R 2 B A%
ZEEKEBRLEE  BAAAKEHILER
199656 A A — R EIBMER A (TR
ERABEREERGERSRN B2 ATS) o

BREEGKE 2005 EREESGH o H
FREFFERAEEE AMS 28
—fi o

REBEFNEELZEGZARMRATE  BRE
BERBHLRFESE e ISERKERZR
SeFmEREY B HRER RAPEE R AR
ZERFE - IO BREBEERAECEMRA
WERABLFRETGEREHRE

ERERRE

CORPORATE GOVERNANCE REPORT

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.

For the year ended 31 December 2020, the members of the AC were
Mr. Robert Tsai-To Sze (Chairman), Mr. Seng-Lee Chan and Mr. Yuen-
Tin Ng (deceased on 25 February 2021). The current members of
the AC are INEDs with extensive experience in banking, finance and
business management. The only AC member who was employed by or
otherwise affiliated with the former or existing external auditors of the
Company is Mr. Sze who is a qualified accountant and was a partner
of a predecessor firm of PricewaterhouseCoopers up to June 1996.

The AC members meet at least 3 times a year with the Company’s
Senior Management, the head of internal audit and the external
auditors. In 2020, a total of 3 meetings were held.

The attendance record of AC members at the AC meetings held in
2020 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 2020 in
discharging its responsibilities:

- Review, and providing advice and recommendations to the
Board for the approval, of the 2019 results announcements and
audited financial statements of the Group, and the 2020 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 2019 audit and financial

statements

- Review of the Corporate Governance Report of 2019 for
inclusion in the Company’s 2019 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 2019 and the first half of 2020

- Review of connected party transactions and disclosure

- Review and approval of the appointment and remuneration of

external auditors
- Review and approval of the external auditors’ audit plan
- Review and approval of internal audit plan
- Review of the internal audit’s work, findings and recommendations
- Review of updates from the Compliance Division of the Group on
the Hong Kong Monetary Authority (“HKMA”) examinations and

regulatory concerns, management’s actions in implementing the
HKMA’s recommendations
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BOARD COMMITTEE - AUDIT COMMITTEE (continued)

- Review of the highlights of major new accounting and financial

reporting standards and guidance issued by the Hong Kong

Institute of Certified Public Accountants, and impact to the

Group on their adoption

- Review of significant accounting treatments for the preparation

of 2020 financial statements

ATTENDANCE RECORDS

The attendance of individual Directors at the Board meetings, Audit

Committee meetings, Nomination and Remuneration Committee

meetings and the 2020 Annual General Meeting held in 2020 are as

follows:

HE/BEREE
Attended/eligible to attend
RERFH HE2020F
Z88 RRAFEAS
E%ZEEE  Nomination and Attended
EEg Audit Remuneration 2020 Annual
= Directors Board Committee Committee  General Meeting
BUHHITEE INEDs
&M Robert Tsai-To Sze 4/4 3/3 4/4 v
BRE57 Seng-Lee Chan 4/4 33 4/4 -
& Blair Chilton Pickerell 4/4 N/A N/A v/
RiFH Yuen-Tin Ng 2/4 2/3 N/A -
(72021492 A 25 A Bkttt (deceased on 25 February 2021)
HITEE EDs
FEFEE David Shou-Yeh Wong "o 3/4 N/A 3/4 -
HEH Hon-Hing Wong (Derek Wong) 4/4 N/A N/A v
TRk Gary Pak-Ling Wang 4/4 N/A N/A v
FigE Nicholas John Mayhew 4/4 N/A N/A v
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Note: Pursuant to code provision E.1.2 of the CG Code, the chairman of the
board should attend the annual general meeting. He should also invite
the chairman of the audit, remuneration, nomination and any other
committees (as appropriate) to attend. In light of COVID-19 pandemic
and travel restrictions around the world, Mr. David Shou-Yeh Wong, the
Chairman of the Board, was unable to attend the 2020 Annual General
Meeting (the “2020 AGM”) of the Company held in Hong Kong on 29 May
2020 as he was abroad at that time. Mr. Hon-Hing Wong (Derek Wong),
Vice Chairman, Managing Director and Chief Executive of the Company,
took the chair of the 2020 AGM. Due to the lockdown measures 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 2020 AGM. A member of the NRC
of the Company was present and available to answer questions from
shareholders at the 2020 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 2020, 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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



LJ
N

BEREFZ@®
AR B 42

i%ATﬁ%EEEEE,\%‘J%T&Z’E%@QZW%B%
%IJF NEPE RIS RBEE R R EEEE -
i IR IR RS &M @E%%ﬁﬁlﬁﬁ$§%

@Zﬁi‘%i’éfﬁ&,ﬂﬁ“%ﬁ BN AR - K
ez EBTR  AERBHRGFELAREZE

7 ERETEREPIRBAR - MRHEEAR
ER B R RREMIES] - LEKRARRAZBR - R
o AEBZANEEREFENHEARE B
KAHMEHEHE IR MIFBE 2 RE »

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

CHITE

—  RIBMIZ ERARR
R - MEENREBE

g ARBRAEZ

— Jﬂ%\*ii?$§§i<§ PABLSR AR I E KR
= WEERK - RBEERFIERRRE *5»“%

(e &/\%EHB“ °

- THREEEEAERER
Rz E¥BRE - BYHEEE
Cdag 3 %%@ti%F‘EW%IZ%%%&
BRI -

DEEARE
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)

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 2020 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. 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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



LJ
N

a» - 1) -
- ¢ > @D oD a» @» o )
DO T D"
[E BB IR R R EEHE ()
BBREBEZHRESEXTHBZES  fERE

EEeN AR ESZEgUEBEYERAR
SEXBLEFERZSREAR - AEEZRE
REEBRRMTBEARER  DHESSTHHER
BzERZESEM - BERRRKRE DRI
EBRREIEF - RAERRREETHETERER

st o

R

AEEZ2E(LETRIDEEERTAZREEE
TTHMBEREZ(BRETHME BIERAKRE
ZAK R E IR REE) 2 R E IR K A AR BRI
ZEHFHEEEER o HERETE kA RREFEH]
BRI REBREZ AR REEEREEE
KRB A B BB P 1T 2 B¥E - MEEZ A 2 E R
NER - AREERRELE 2 FEHRHER -

EERBRZESGNEFTE V20205 FHERRE
AAEBEABEERANBELEFEABBRNE

& °

=

ERERRE

CORPORATE GOVERNANCE REPORT

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 control self-assessment process on
risk management and internal control systems with reference to the
requirements of the CG Code of the Listing Rules covering all material
controls, including financial, operational and compliance controls as
well as risk management functions. The self-assessments on the setup
and effectiveness of risk management and internal control systems
included assessment conducted by Management and risk control
departments, review and endorsement performed by Internal Audit
function, and review and confirmation by senior management of the
Group.

The results of the 2020 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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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.

EXTERNAL AUDITORS’
REMUNERATION

INDEPENDENCE AND

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 2020
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’
REMUNERATION (Continued)

INDEPENDENCE AND

The remuneration paid/payable to PwC in respect of audit services and
non-audit services for the year ended 31 December 2020 is set out as
follows:

BEXft AXfFZEA
Fee paid/payable
(F#&x)
BARA TR Services rendered for the Company (HK$’000)
BERRS Audit services 9,661
FEZLAIMNRTE - Non-audit services:
. FHHREMOBNTISHE Review of the updated Euro Medium Term Note 270
SRAE(TFHE]) & Programme (the “Programme”) and professional work
RITERITIERTBI T &7 on new subordinated note issue of Dah Sing Bank
MEEEGNEETE under the Programme
J HEERRERE  BHAER D Compliance reviews and independent assessments 2,392
BE  FEMRZSKEES on operational risk management, technology risk
RS R B AT management, new IT system projects etc.
. EAREEEB 2 FHRGHE o Tax compliance review on taxation computation and 964
R IEET E A ARG advisory service on compliance with new tax regulations
ZRIEEHRES relevant to the Group
o Hith e Others 267
aH Total 13,554
BRRZBE COMMUNICATION WITH SHAREHOLDERS
BNER Effective Communication

EXeRERARRZER  KRBFAGTARK
REH—AREEEXREREZER - EFET
FEERMAERRNZM - EFZEGTFERIN
BZEMARITE HFRRBF NG UEERR
Z YR

EEERARBFERTFHRREENTERITH
WEE o WO ARRZEESRITHRABTE
EHEEBREEIIITESE  EEEBERE
REEROBERT  ARFREEARRERE
BZFE e

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.

KIFRITEBBR AR 2020F F3]

63



64

TEERRE

CORPORATE GOVERNANCE REPORT

aP a® a® [ ) J b a® aD é» a® a® a®
b - a® aD a» a® a» a» a® aD a» a» b
-m mmmm mm-m mwm-m mmm-m
B R 2B B @) COMMUNICATION WITH SHAREHOLDERS (continued)
BERER® Effective Communication (Continued)
It S K37 8R 17 49 uh (www.dahsing.com) & 1% 3R Moreover, the website of Dah Sing Bank (www.dahsing.com)

REFE 2 REEFSARBZHBER - 26,/
BH ARARRBEEEAREREBEN XL
HELEBZEBR XM SEEED -

ARBRREHIAE

BRFBARARRTRETLNE%E  AIZFA
FARRZBERFRIRE °

EHZFEEAEOIHEZEDN  (HSE2EBAFE
Z 0 RVERAKRRIMNNEBEFERNER
24855 K& Bl 02612 7 s S R (7A20214F
SAH29RER)KNBEFHEAER - Z2F 2707
BRZOHERERN 22X - ShB— U ZM2
BAEE -

ZEBFENMANROSE2BALLS  ()S2H
itz
=]

AZBBER  R(NBEE2FAFELARBEER
Z BB

EFEQANEREERAME .#219%?92&#77551
BRFEFRAE - ZEAANEZBNERL Y

1228 KA AR o

WEFEREEFAMABRRERIAE  2F AN
HEBEFAMFARABE—FULZE2HEA

—Jﬁﬁ Hes BENELERcgE AR
Euﬁ )(E]Hg}it_:#:%.ﬂ Wé—ETT °
HEFARLRARNBRAzE®  BEREREW
FEREEeARRkRgRIAAEH -
BE2FANNAEETeRERREHGEMELEZ

EAEBARER  AnsATENTFEEHE
A

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 (i) be deposited at the Company’s
registered office at 26th Floor, Dah Sing Financial Centre, 248 Queen’s
Road East, Wan Chai, Hong Kong (with effect from 29 March 2021)
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),
(i) 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 (with effect from 29 March 2021). Questions about the
procedures for convening or putting forward proposals at an Annual
General Meeting or Extraordinary General Meeting may also be put to
the Company Secretary.

Shareholders Communication Policy

The Company has in place a Shareholders Communication Policy
which sets out the Company’s practices in relation to communication
with shareholders 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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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 2020.

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 3.29 of the Listing Rules. She has
taken more than 15 hours of relevant professional training to update
her skills and knowledge during the financial year ended 31 December
2020.
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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) in the ordinary and usual course of business of the Company;
(2) on normal commercial terms; and

(3) 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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This Report gives an annual update of the initiatives, plans and
performance of Dah Sing Banking Group Limited (the “Company” or
the “Group”) in Environmental, Social and Governance (“ESG”) aspects
in 2020 and is prepared in accordance with the ESG Reporting Guide
under Appendix 27 of the Main Board Listing Rules published by
the Stock Exchange of Hong Kong Limited (“SEHK?”). It provides a
summary of the activities and measures taken by the Group and its
key subsidiaries with respect to the material ESG matters under four
categories — Marketplace, Workplace, Community and Environment.
There is no significant change in the scope of this Report from that of
the 2019 ESG Report.

This ESG Report should be read in conjunction with the Corporate
Governance Report. Both reports are included as part of the
Company’s 2020 Annual Report. This report is also accessible on the
website of Dah Sing Bank (“DSB”) at www.dahsing.com.

This report was endorsed by the Audit Committee and approved by
the Board in March 2021.

Our Philosophy in ESG

Apart from focusing on its business development, the Group also pays
close attention to ESG and endeavours to promote community interest
and environmental protection.

The Corporate Social Responsibility Committee (“CSR Committee”)
is responsible for all corporate social responsibility related matters.
The CSR Committee comprises members of senior management
and certain heads of business and support functions of the Group.
The CSR Committee’s role is to provide direction on and oversee the
development and implementation of the Group’s CSR initiatives. The
nature and extent of ESG-related risks are evaluated and reviewed
whenever appropriate. A CSR Policy has also been established to
provide guidance on aligning the strategic development of CSR and
business operations.
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BRI E () ABOUT THIS REPORT (Continued)
RiE - HEREANE=Z@ Our Philosophy in ESG (Continued)
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ESG-related initiatives and activities implemented by our local
business units are reviewed, approved, supervised and monitored by
the CSR Committee. Our ESG performance is analysed and reported
on a regular basis to raise awareness and encourage improvement.
This year, we added graphical representations for environmental key
performance indicators (“KPIs”) to facilitate performance management
and review.

The Group views sustainability as a shared responsibility between our
businesses and stakeholders. We regularly engage our employees,
customers and the relevant stakeholders to understand their needs
and perspectives on the Group’s ESG commitments.

Stakeholder Engagement and Materiality Assessment

Addressing our ESG priorities requires close communication with our
stakeholders, including our employees, customers, shareholders,
suppliers, regulators and wider communities. In 2020, we continued
to foster open dialogue with our stakeholders to review and update
key areas of importance to our businesses. This serves to align our
sustainability priorities with our business strategy.
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B ESHEREZMH TG @ Stakeholder Engagement and Materiality Assessment (Continued)
TRBLM AN B ) & 8B REE The table below outlines the engagement channels with our key
stakeholders:
TERAE ZHEE
Key Stakeholders Engagement Channels
8T * Hil BERENE Training, seminars and briefing sessions
Employees * REFZ Performance management
* AKHZEFUN CLUB Dah Sing Staff Club
* ([EERDEE Employee Assistance Programme
- * BITERE Staff communications
% & ® ﬂ\_‘?b *  EBEER N Business Operations Portal/intranet
» & .
* BRERERTLEY Recreational and volunteer activities
EF * EPHERCERED Relationship manager visits
Customers * OERE - FRERERARMREETE Corporate websites, mobile apps and social media platforms
* EPRBRE Customer service hotlines
* REREEADERFER Service Quality unit that responds to customer feedback
* RPERTERSHEREMTE Customer and industry association talks and seminars
BR ~+ * BREBFAEREMBRAE Annual General Meeting and other general meetings
Shareholders ’“’_- 1/ * BREERFHBEASRENE Investor and press conferences and brifings
*  EE Corporate websites
0e A * CERA BEAL BE - PEHHEERER  Corporate communications including announcements,
L circulars, interim and annual reports
HEER * EHeENER Regular mestings and communications
Suppliers $ @ *  HEREETE SR Regular supplier reviews
“ ‘n * {HERERE Supplier management
EERE * THEERER Regular meetings and communications
Regulato% - * EHER On-site reviews
) * AHmE Compliance reports
HE * BRLEH Volunteer activities
Communities * EPRiBE Sponsorships and donations
\ﬁ\ﬁf\ i g * HE2HE Community outreach
RMARBUEBHEBSEENIEE TekE The ESG aspects considered as most critical to our stakeholders are
SAEEMEM A A TN E K EERE T R AR ER A A outlined in the materiality matrix below and addressed in further details
TE D — SR o in the rest of this report.
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BRAHRE @ ABOUT THIS REPORT (Continued)
BHESEREEMHT @ Stakeholder Engagement and Materiality Assessment (Continued)
AFEBEHERRBEERE
Dah Sing Group Materiality Matrix
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Significance to business

EEEH
Material matters

TERE HE RE
Workplace Community Environment
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ABOUT THIS REPORT (Continued)

Stakeholder Engagement and Materiality Assessment (Continued)

Consistent with last year, Responsible Products and Services,
Customer Data Privacy and Ethical Behaviour, Anti-money Laundering
and Anti-corruption are the ESG matters having greater impact on the
Group’s business and being of more concern to stakeholders. This
year, we have paid more attention to the “Going Paperless” initiative
and Health and Safety, in view of the Group’s efforts to digitalise
processes and services and the impact of the global COVID-19
pandemic respectively. These key considerations, aligned with the
Group’s Guiding Principles and Values encompassing Marketplace,
Workplace, Community and Environment, are further addressed in this
report.

MARKETPLACE

Building lasting relationships and trust with our customers is important
to the Group. To this end, we prioritise creating excellent customer
experiences, upholding high standards of integrity, and safeguarding
both customer data privacy and the robustness of our IT systems.

Marketplace: Actions taken during the COVID-19 pandemic

The Group has been active in using technology to improve and
simplify our customer service through remote channels, which allow
our customers to interact with us without having to travel or visit
branches. Meanwhile, developments in the COVID-19 pandemic and
the consequent public social distancing measures have led to changes
in our branch operating hours and changed customer behaviour and
needs in visiting and accessing branch services.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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MARKETPLACE (Continued)

Product Responsibility and Customer Commitment
Responsible Products and Services

Providing quality products and services to our customers is one of our
core corporate values. It is underpinned by our commitment to enable
customers to make informed decisions by providing good quality

service.

Our New Product Policy is governed by our Group Risk Policy and
provides clear guidelines on customer risk assessment and risk
mitigation when launching new products and services. On-the-job
training is provided to our frontline employees to equip them with
essential knowledge and skills to deliver good client service.

We welcome customer feedback via multiple communication
channels, including our branch representatives, customer hotlines,
e-communications and corporate web pages. We see customer
feedback and complaints as important inputs and opportunities for
quality enhancements. Procedures are in place for timely follow up and
customer support. Verbal and written complaints are acknowledged
within 1 and 2 working day(s) respectively upon receipt, while final
replies to complainants are delivered within 30 calendar days.

With the increased popularity of digital banking products and services,
we devote significant resource to cyber security across all our digital
channels to protect our customers from possible online crime or fraud.
We endeavour to keep ourselves updated of the advancement of
technology and adopt new cyber security measures where feasible.
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Product Responsibility and Customer Commitment (Continued)
Responsible Products and Services (Continued)

Mandatory checks on legal and regulatory compliance are undertaken
on all products and services in the development and product approval
cycle before they are offered to customers. After the adoption of
biometric technology in its login function in 2019, further technology
upgrades were made in the authorisation elements of DS-Direct to
achieve improvements in its security and ease of use.

J

DS-Direct7E X E{EH#E — S RMAR - BtREL2ERS AL
Technology upgrades were made in the authorisation elements of DS-Direct
to achieve improvements in its security and ease of use

BAIBAE R T E AR IR TIARARE
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MRIER PRt -

RPREIEREAETHER  REREE
EEMME URERSERESTRE - [
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ERR TTEE  mACHSRFRESRX
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We endeavour to uphold high standards in compliance with legal,
regulatory and industry guidelines in our product documentation
process, and ensure accuracy in customer communications and
marketing materials to safeguard customer interests.

We invest in training resources to enhance staff knowledge in product,
operational and regulatory issues as well as through best practice
sharing sessions. Concurrently, we are in the process of implementing
a digital branch project by revamping the branch display panels,
e-leaflets, paperless account opening process and e-receipt for teller
counter transactions.
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MARKETPLACE (continued)

Product Responsibility and Customer Commitment (Continued)
Supply Chain Management

The Group prefers to select or work with suppliers that operate
responsibly — environmentally, socially and ethically. We conduct
regular review and performance screening to heighten awareness and
accountability of our major suppliers in sustainable business practices.
Our current request-for-proposal documents require suppliers to
adhere to our ESG standards for IT related procurement.

Environmental and social risk management standards are included in
the Group’s IT procurement process, where vendors’ sustainability
track record is an important evaluation criterion. Tenderers are required
to support their proposals with relevant environmental certifications
such as ISO 14001, 3R (“Reduce”, “Reuse” and “Recycle”) standards
and achievements, and policies on avoidance of hazardous materials.
In 2020, 33 key service providers for DSB were certified with
ISO 14001 or by the Forest Stewardship Council.

We went a step further in July 2020, requesting certain key suppliers to
complete the “Supplier’s Environmental Responsibility Undertakings”
form to facilitate clear communication, accountability and embed
sustainability in our operations upon signing new contracts or contract
renewal. A total of 116 suppliers have completed the form this
year. Meanwhile, preference is given to products with lower carbon

emissions when selecting office appliances for the Group.
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EREAREEFNEAR@® Product Responsibility and Customer Commitment (Continued)
EFERALE Customer Data Privacy
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The Group is committed to a strong compliance culture and full
adherence to data privacy laws and regulations to safeguard
customers’ personal data and sensitive information. Customer data
protection policies and procedures are in place to comply with the
Personal Data (Privacy) Ordinance (“PDPO”) in Hong Kong and the
Personal Data Protection Act in Macau. Our Data Governance and
Management framework sets out policies and procedures on data
collection, usage and retention. We also review our Data Privacy
Handbook at least annually to ensure the latest updates in the PDPO
and in the guidelines issued by the relevant regulatory authorities are
fully captured and incorporated.

Our customer data is protected by a number of physical, electronic
and procedural safeguards that are in line with or exceed regulatory
requirements. Data protection requirements are communicated to all
employees through multiple channels including induction programmes
and annual refresher training sessions.

All staff are required to observe customer data privacy in their
daily work, including the collection, use, retention and security of
customers’ personal data. Such requirements are clearly stipulated in
their employment contracts as well as in the Code of Conduct for Staff
distributed to staff upon joining. All staff are required to take an annual
refresher course on personal data protection and to pass the relevant
test.
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MARKETPLACE (Continued)
Product Responsibility and Customer Commitment (Continued)

Customer Data Privacy (Continued)

Access to customer data is strictly limited to authorised personnel
on a need-to-know basis. Customers are notified and given options
to choose how their information may be used. The Group has also
been exploring opportunities to streamline processes and to enhance
customer experience whilst protecting customers from cybercrimes.

Ethical behaviour, Anti-money Laundering and Anti-corruption

The Group endeavours to conduct its businesses in an ethical manner
and has adopted measures to combat financial crimes, corruption and
money laundering.

We have adopted a risk governance framework with well-defined
goals and responsibilities, and have increased resources over time
in compliance and risk management throughout our business and
operational units.

Our first line of defence is formed by existing internal control
measures. Our risk control and compliance functions, supervised by
different management level risk committees — Anti-money Laundering
Committee, Group Compliance Committee, Operational Risk and
Internal Control Committee, Management Committee, and the Board-
level Risk Management and Compliance Committee — operate as the
second line of defence. The Group’s Internal Audit function serves as
the third line of defence. It provides independent assurance through
assessing the effectiveness of existing governance, risk management,
compliance and internal controls, as well as through regular assessment
of the effectiveness of the first and second lines of defence.
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Product Responsibility and Customer Commitment (Continued)
Ethical behaviour, Anti-money Laundering and Anti-corruption (Continued)

To better educate our staff on ethical behaviours, the Group uses the
e-newsletter published by the Hong Kong Independent Commission
Against Corruption (“ICAC”) regarding “Bank on Integrity” to keep our
staff updated on corruption cases and corruption prevention tips. The
Group also arranges regular briefings by ICAC officers on “Bank on
Integrity” to enhance staff alertness and vigilance in anti-bribery and
corruption practices. Briefings in 2020 were held online due to the
COVID-19 pandemic; further virtual seminars by ICAC officers have
been arranged in 2021.

Our guiding principles and values require our people to “do what is
right, even when no one is looking”. Our Code of Conduct lays out
clear guidelines on ethical values and standards of conduct that
all employees are required to follow. These include anti-corruption
policies, standards and procedures that provide guidelines to curb
corruption in all forms, including extortion and bribery. Staff are
required to complete annual refresher trainings on our Code of
Conduct.

The Group-wide anti-money laundering and counter-financing of
terrorism (“AML/CFT”) policies and procedures are in place to allow
the Group to comply with relevant local and international AML/
CFT regulatory frameworks and standards. These policies require
employees to assist in detecting and reporting any suspicious
transactions and irregularities. This year, in addition to internal training
for AML staff, we have also added external trainings to further improve
our employees’ knowledge of anti-money laundering practices.

Whistle-blowing channels and policies are set up for our employees
and other stakeholders to confidentially report any suspected cases of
non-compliance. Reported cases are investigated by our Compliance
or Internal Audit department. Confirmed cases are reported to our
Audit Committee to ensure adequate remedial actions.
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MARKETPLACE (continued)

Product Responsibility and Customer Commitment (Continued)
Ethical behaviour, Anti-money Laundering and Anti-corruption (Continued)

Our employees play a critical role in combatting financial crimes
and any form of malpractice. We provide them with regular training,
seminars and workshops to increase awareness of regulatory
requirements. Other all-staff training programmes include tailored
financial crime risk content to strengthen relevant competencies in
respective staff roles. In 2020, the Group delivered Annual Refresher
Trainings on Anti-Money Laundering and Financial Crime Risk to all
staff in September and October. Staff are also required to undertake
rigorous due diligence procedures in their daily work to mitigate risks
of internal and external financial frauds or malpractices.

1 4
/
AN

For more information regarding our corporate governance practices,
please refer to the “Corporate Governance Report” in this Annual
Report.

Support for Green Finance

The Group supports the development of Green Finance. To that
end, our banking operations in Mainland China have continued to
strengthen credit assessment and tightened approval criteria, rejecting
loan applications from energy-intensive or polluting industry players
that lack remediation plans. We support projects that produce green
energy, eco-friendly products and innovative sustainable solutions.
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&) MARKETPLACE (continued)

Product Responsibility and Customer Commitment (Continued)
Support for Green Finance (Continued)

In response to the White Paper on Green and Sustainable Banking
issued by the Hong Kong Monetary Authority (“HKMA”) in June 2020,
the Group’s management has taken and continues to evaluate steps
required to enhance our readiness and preparedness to manage
climate and environmental-related risks. The Group has participated
in HKMA’s Common Assessment Framework, and has set up a
cross-functional taskforce to lead the governance and management
of climate and environmental-related risks. Additionally, we have
conducted trainings to management and the Board on market trends
and regulatory updates around sustainability and green banking.

Marketplace: Awards and Recognitions ‘W

* FinTech Award 2019 — “Outstanding Intelligent Personal
Financial Management Service” (presented in January 2020)
by ETNet

* 13th HKIB Outstanding Financial Management Planner
Awards — “Silver Award” and “Top Nomination Award” by the
Hong Kong Institute of Bankers

* Hong Kong Leader’s Choice 2020 - “Excellent Brand of
Personal Loan Service”, “Excellent Brand of Mobile Securities
Service” and “Excellent Brand of Co-branded Credit Card” by
Metro Finance

* “Persistently Outstanding Service Outlet (Shatin Branch)”
and “Persistently Outstanding Service Company” by Tip Top
Consultants Limited

* Capital Merits of Achievement in Banking and Finance 2020 -
“Merits of Small Start-up and Micro Businesses Services” by
CAPITAL Magazine

* Banking & Finance Awards 2020 — “Excellence Award for
High-Net-Worth Financial Management Services” by Sky Post

* “Outstanding Enterprise Transaction Banking Services 2019”
Award (presented in January 2020) by Quamnet

* “2020 Best SME’s Partner Award” by The Hong Kong General
Chamber of Small and Medium Business
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WORKPLACE

Our employees, a workforce of around 3,000, are one of the most
critical elements for our lasting success in the future. We are dedicated
to growing with our people through mutual commitment, promoting
health, safety and well-being at work, and providing opportunities for
talent development and career progression.

Workplace: Fighting the pandemic together

In response to the outbreak of COVID-19 in 2020, we have taken
steps to provide assistance to our staff to cope with the pandemic.
In addition to subsidising distribution of face masks and hand
sanitisers, we provided all staff with anti-virus resource packs which
contained Vitamin C, alcohol hand rub, disinfectant and face mask
accessories. An Anti-Epidemic Subsidy was also provided to all staff
for the purchase of anti-virus items. Meanwhile, we have increased the
frequency of cleaning our office premises, shortened branch business
hours, and implemented flexible working hours and work-from-home
arrangements.

J

DENRERBERMNET

Anti-virus resources packs were distributed to our staff

In further efforts to safeguard our people’s physical health and
well-being, we introduced additional online resources on topics
concerning physical exercise and emotional management. Training
programmes were also introduced to enhance the technical skills
and mental resilience of our people to help them better cope with the
unprecedented effects of the pandemic on their work.
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EfE Employment
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Our employer brand and motto “NOT JUST A BANK. A HOME.” was
introduced in 2019. Various actions, as specified in the subsequent
paragraphs, exemplify the philosophy behind our employer
brand promise including employee wellness, staff development,
progressiveness and family needs.

The Group’s human resources policies and procedures fully adhere
to relevant laws and regulations to govern the full scope of talent
management practices. There are clear channels and grievance
procedures in place for staff to express any concerns.

The Group seeks to attract young talent each year from various
universities and to support them in developing a long-term, rewarding
career with the Group. We continued to take part in the Pilot
Apprenticeship Programme for Private Wealth Management and the
Fintech Career Accelerator Scheme, organised by the HKMA with
the Private Wealth Management Association and Hong Kong Applied
Science and Technology Research Institute. The programme allows
university students to gain industry exposure to functions in wealth
management and banking through an internship. We also participated
in the Banking Talent Programme, jointly held by the HKMA and Hong
Kong Association of Banks, to provide new graduates with career
opportunities in the banking industry.

The Group reviews and enhances our employee benefits and
remuneration. “Pay for performance” is our guiding principle.
Allowance is offered to eligible employees who perform duties that
require specific skills, work beyond normal hours for business needs,
or work under special arrangements.
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WORKPLACE (Continued)

Employment (Continued)

We launched our Employee Self-Service System this year with the
introduction of the e-Leave and e-Payslip modules. This greatly
enhanced our staff experience and helped to save paper. Further
efficiencies are expected when we launch the e-Appraisal module in
2021.

With health as a central theme this year, our Wellness Week in May
2020 focused on equipping staff with knowledge in health and wellness
and included health seminars on nutrition. Our businesses also jointly
organised a health talk on the prevention of cardiovascular diseases
and on healthy ways to destress in the workplace.

Meanwhile, our Employee Value Proposition (“EVP”) Weeks featured
a number of activities for our staff including sharing of caring stories,
massage sessions, a parenting talk, health talks, green home ideas
competition and gifts to show appreciation and to cultivate a sense of
community.

EVP Weeks 8 T4 R
Happy moments in EVP Weeks
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WORKPLACE (Continued)
Health and Safety

Given the direct impact of COVID-19 on our people and customers,
measures are put in place to enable us to effectively cope with, adapt
to and increase vigilance and protection against the pandemic.

The Group is committed to always creating a safe, healthy and
comfortable working environment. Guidelines on Occupational Safety
and Health are in place to inform employees of any potential health and
safety hazards as well as the corresponding preventative measures.
Health and Safety policies, from safety risk management to employee
wellness, are also well in place to ensure healthy day-to-day working
environments for our staff.

In addition to measures taken to fight COVID-19, we continue to have
in place programmes that promote physical health, including weekly
sporting events organised for staff by Dah Sing Bank (China) Limited
(“DSB China”) in Mainland China. A discounted and voluntary Seasonal
Influenza Vaccination Programme is also in place for staff and their

eligible family members.
a S A
M& }:\r;
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Regarding workplace safety, our workstations continue to adhere
to provisions of the Occupational Safety and Health (Display Screen
Equipment) Regulation. We will further improve our people’s wellness
at work through integrating elements such as ergonomic desk chairs,
air purifiers and kinetic bikes when we move to our new headquarters
in 2021.

HPIRF ARG R FRIE

Our new headquarters with fitness facilities
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WORKPLACE (Continued)

Health and Safety (Continued)

In supporting our people’s mental health, the Group’s Employee
Assistance Programme has been in place since 2001 to help staff
identify and resolve any personal anxieties. The programme provides
all employees with free access to independent and confidential
professional counselling. In light of challenges brought by the
pandemic this year, we have also introduced online training on the
topics of physical exercise and emotional management.

Last year, a working group on health and safety was formed as a
bridge between staff and management to drive improvements in health
and safety management. The group has already planned upcoming
programmes to provide tips to staff on how to more effectively cope
with the impacts of the pandemic.

Training and Development

Our human capital management strategy places priority on equipping
our people with skill sets and providing them with opportunities to
develop their careers. This is achieved through on-the-job training and
external training sponsorship schemes.

We continue to provide for our people’s development amidst the
pandemic and have implemented virtual training since February
2020. Training from induction for new joiners to product and service
knowledge, regulatory compliance and leadership have all been
delivered through video conference (“VC”). With the launch of our
online Training Portal in January 2020, staff can also access training
materials and retrieve their notes from the portal afterwards. This has
helped us save paper as well as increase programme effectiveness.

In addition to our usual programmes, we launched tailored courses to
equip colleagues with both the technical skills and mental resilience
to cope with the pandemic’s impacts. Topics range from effectively
holding virtual meetings to managing adversity quotient.
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WORKPLACE (Continued)

Training and Development (Continued)

To equip staff with the latest knowledge on technology trends in the
financial industry, we delivered a two-part Fintech Series in 2020 —
“Artificial Intelligence (Al) — Enabled Digital Transformation” and “Smart
Banking”. The first programme featured the introduction of Al and
typical cases of how Al is utilised in the financial sector. The second
programme covered the various Smart Banking initiatives initiated
by HKMA, their opportunities and challenges as well as some case

studies.

We continued the Dah Sing Manager Programme Series, aimed at
strengthening the leadership capabilities of our junior to mid-level
managers. Considering challenges of conducting training through
VC, we increased interactive elements using several online tools to
facilitate the sharing of different perspectives. We also organised the
series into more modules with shorter duration to increase participants’
focus through the VC channel. 8 modules were launched in 2020,
covering topics from transformative leadership, management skills for
new supervisors, to negotiation skills and personal branding. We will
continue to explore new tools that promote interactivity, as well as
source fresh programmes that can be delivered effectively through VC
for the Dah Sing Manager Programme Series and others.

External training and education sponsorship schemes are in place
to provide support to employees who wish to participate in external
training programmes. This is intended to help them attain academic
or professional qualifications to enhance their skills and capabilities to
deal with future job challenges. This is further enhanced by the Group’s
Professional Award Scheme for staff members which acknowledges
and celebrates their achievements in attaining recognised professional
qualifications or memberships, such as Chartered Certified Accountant,
Certified Financial Planner and Chartered Financial Analyst.
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WORKPLACE (Continued)
Training and Development (Continued)

As part of our value reinforcement initiatives, DSB organises the “Dah
Sing Star Awards” annually to recognise positive staff behaviours and
performance excellence. Since its inception in 2016, over 440 awards
have been presented to individuals and teams from different divisions
to reward their excellent performance and contribution.

2020 HT 2 BISEEERR
Winners of Dah Sing Star Awards 2020

Diversity and Equal Opportunity

The Group is committed to creating an inclusive environment for all
employees. In line with relevant laws and regulations, we have policies
against discrimination, harassment, victimisation or vilification on any
grounds including gender, marital status, disability or race.

We endeavour to ensure that decisions made with respect to recruiting,
hiring, and promotion are based on the individual’s qualifications
and merits. We encourage open communication and have grievance
mechanisms in place for employees to express any concerns and to
make sure that their voices are heard and addressed.

Labour Standards

In addition to equal opportunity, we operate in strict compliance with
labour laws and regulations. Monitoring and preventive measures are
in place. Any potential breach will be investigated and followed up in a
timely manner. We also prohibit the use of child or forced labour.
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WORKPLACE (Continued)

Workplace: Awards and Recognition ‘W

* “Accredited Professional Financial Planning Firm” and
“Corporate Financial Education Leadership — Gold Award” by
the Institute of Financial Planners of Hong Kong

*  “Manpower Developer” status by the Employee Retraining
Board

* “Good MPF Employer for 6 Years”, “e-Contribution Award”
and “MPF Support Award” for 2019/2020 by the Mandatory
Provident Fund Schemes Authority

*  “The Employer of Choice Award” by JobMarket

* “Awarded Corporate” under the “2020-21 Sport-Friendly
Action” by Chinese YMCA of Hong Kong

COMMUNITY

In order to work with the communities we serve, we encourage
and facilitate our employees to take part in volunteer services and
charitable activities. In 2020, we continued to work together with
community organisations to support the development of SMEs, youth
education, sports and charity, environmental protection and the
promotion of financial literacy in Hong Kong, Macau and Mainland
China.

Support for SMEs

SMEs are important contributors to the economy. Supporting SMEs’
participation in the mainstream economy not only forms part of our
business ethos, it also serves to enhance the local economy through
job creation and business opportunities.
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THEH/PNE @ Support for SMEs (Continued)
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We continue to enhance our products and services for both SMEs and
start-ups. Through improving the services provided by 328 Business
Banking, DSB has shortened the account opening time, relationship
managers strive to open accounts for customers within two working
days. We offer various lending solutions to support the business
expansion and liquidity needs of our SME customers, both unsecured
and secured. We also participate in the SME Financing Guarantee
Scheme to support SME customers. Our digital capabilities allow
our SME customers to use diversified payment methods via mobile
applications and smart terminals. These measures not only simplify the

payment process for SMEs but also assist

in the expansion of the Group’s customer
328BUSINESS

SEI2RI BANKING

base.

4 A
€A DAHSINGBANK

——rn

£ 2019 % 7 i & & 15 T ) 52 el HaEE
BT AFEREFPHRERE ¥ ‘

5 B 20205 A2 HE
E2ERRBITERNEE
St M I Y [ TR ST HE AR
BETERIGE - BREZET

R -5 R
‘ v To help alleviate the cash flow pressures
v of our customers who were adversely
impacted by the COVID-19 pandemic,

we participated in the Pre-approved

328WHIEME O (HFR)
BHR2BEIERMF

Principle Payment Holiday Scheme in May
2020, in full support of the HKMA and the

3 AERBEFPNEFRAZA
FERHEEIEER - ERAS
(BREERER) —RATEHE
H6MEA - MERFHERRE -
5 B RN A 3 HA (B 6 1
o R BEBBERATR

s [ S

5

ZatBEE— S ERADE

HE - A BEMSERITIR
LRS-

BMEERP IR
HEIA B HLE e i R IR TS
We continue to enhance our products and
services for both SMEs and start-ups

Banking Sector SME Lending Coordination
Mechanism. Under this scheme, loan
principal payments of eligible customers
were pre-approved for deferment. Principal
payments of loans (including revolving
facilities) were generally deferred by
6 months, while trade facilities were
deferred by 6 months given their short-term
nature. Eligible borrowers were also offered
further extension of principal repayment
during the year under the scheme, which
was also provided by other participating
banks in Hong Kong.
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Supporting the Younger Generation

We continue to view education as the cornerstone for developing the
next generation of leaders. Our goal is to support young people to
become outstanding leaders and lifelong learners. To that end, the
Group collaborated with several academic and social institutions this
year to support youth development.

In June 2020, DSB sponsored the “Happy Learning Series — STEAM
Classroom” initiative hosted by South China Media. This was an
interactive and experiential online programme designed for local
primary students. 5 episodes covering education projects in STEAM
(Science, Technology, Engineering, Arts and Mathematics) were
shared on South China Media’s social channels and achieved about

75,000 impressions and 18,000 video views.

J

RAIRTTE BN FAOEE K5 — STEAM/ N E 5HE
DSB sponsored the “Happy Learning Series — STEAM Classroom”

RARITIN R E R B G S FHE [ B STEAM
PNAEIEBRRE - REIERNREHFER
20214 - EHA108EREEBREN/NE=F
WENFHBAIRESTEAMEAE @ 5 ESEE

REENRARE - SIHERRZRMHZEES)
EMAIEESEMNAIERE  BEAERAFK

Eb"

DSB also collaborated with St. James’ Settlement to launch the
“Smart STEAM Kids” Experiential Programme. This nine-month
programme extending through 2021 brings STEAM education to 108
underprivileged primary 3-6 students and aims to act as a catalyst
for inspiration and further learning. Activities through the Experiential
Programme will be designed to develop students’ collaborative,
creative and innovative skills.
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COMMUNITY (Continued)
Supporting the Younger Generation (Continued)

DSB partnered with Chinese
YMCA of Hong Kong
(“YMCA”) again in October and
November 2020 to organise
the “STEAM with Kids”
Electrical Stick Making Online
Competition. This competition
was intended to spark
children’s interest in science
and technology. A total of 100
children from the Shek Kip
Mei YMCA Centre joined the

B ERITRNBR AR (NRFIHERT]E
ERIHRERELE - BRFIHERTEIRESR
HRXhESFERBERPRAHRIZ - FRWFISN
PE H X AERAEIS AO AN o JRPIR R ARTT AR B
E[2020F EEE A BE |WBRERE - WA
MPIRBFRPIRHA SN B AR RES -

Sharing session

competition and a ceremony

RREIBENELESRER
Winners of “STEAM with Kids”
Electrical Stick Making Online Competition celebrate winners.

was held in November 2020 to

In Macau, Banco Comercial de Macau, S.A. (“BCM”) focused its
support on older students. BCM staff organised and taught four
learning sessions in their respective areas of expertise in Foreign
Exchange to higher form students of Santa Rosa de Lima English
Secondary School. BCM also continued to be the sole sponsor of
the Economic Knowledge Contest 2020 and awarded scholarships to
outstanding students of University of Macau and Macau University of
Science & Technology.

HERWAXHBELELR
in Santa Rosa de Lima English Secondary School
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COMMUNITY (Continued)

Promotion of Sports and Support for Those in Need

RAMIRITLEEB(IEJUMP! 2020-2021)
DSB participated in the sponsorship of
“Well Dunk! 2020-2021”

{Dah)sing(Chari ty '§-
SEBBE EHHLLEnEErzozo -
§zaom Fithess Hil ¥ 5] d

+Rooran val' oy

ARFIRITEED B AR B[ K #25= Zoom Fitness P8I E |
DSB hosted the “Dah Sing Charity Zoom Fitness Challenge”

DSB participated in the sponsorship of “Well Dunk! 2020-2021”, a
public estate Basketball League & Training Programme organised by
InspiringHK Sports Foundation. The programme runs from July 2020

to March 2021.
young people from low-income

It aims to offer

household communities the
opportunity to compete in sports,
and instil in them a positive attitude
of teamwork through a minimum of
72 hours of training over the nine-
month period. The programme
comprises 24 teams from different
housing estates, each with 15-
18 youths, and DSB’s support is
designated for the Tsing Yi team.

DSB also continued its long-
standing support for South China
Morning Post’s Operation Santa
Claus (“OSC”). In December 2020,
due to ongoing developments
with the COVID-19 pandemic,
activities were moved online and
DSB hosted the “Dah Sing Charity
Zoom Fitness Challenge” which
involved around 60 DSB staff in
a mini circuit training competition
to promote wellness awareness
and team spirit during the festive
season. DSB also invited 10

children from The Hong Kong Children in Need Foundation to join the

online fitness games. Every score from the activity contributed towards

donations by DSB towards OSC.
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COMMUNITY (Continued)

Promotion of Sports and Support for Those in Need (Continued)

In Macau, BCM continued to join forces with Instituto para os Assuntos
Civicos e Municipais (“IACM”) to donate MOP50,000 in red packets
distributed to the elderly in Taipa and Coloane during Chinese New
Year. Although the celebration event was cancelled due to the
pandemic, red packets were still delivered to the elderly by IACM.

BCM also repeated its support
for “Oxfam’s annual Tower Run”
in Macau as one of the major
sponsors. A total of 16 staff
formed 4 teams and participated
in the Full Tower Relay Contest,
while 6 staff participated in the
Half Tower Race. One team
finished as the first runner-up,
BCM'’s best record to-date.

JRPTRE SEIRTT 2 BUR P S Bt MR A |
BCM joined “Oxfam’s annual Tower Run” in Macau

ERER

REBBNETEERTERITRY - iR
2021 F3ARIEEBELRE - RIEEEEZD
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IRITAVE R FHIRTTIEARE - HRHRBRS1TH
BE BRSNS ERATHZE  TAEE
BEARRANRESPHEITIERERE - BKMITB AN
B IRBER S IRARIT RORS R -

Financial Inclusion

The Group is working towards implementing barrier-free retail banking
services and plans to launch these services around March 2021. In
order to foster greater financial inclusion, we are working towards a
more user-friendly e-Banking website and mobile banking application.
Regarding in-person branch visits, we will bring in increased support
for persons with disabilities, as well as measures that will support
visually impaired customers to be accompanied by guide dogs. We
are also working towards a streamlined process in supporting persons
who are hearing-impaired to report instances of lost card.
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Community: Awards and Recognition ‘W

* “15+ Years Caring Company” recognition from the Hong
Kong Council of Social Service Caring Company Campaign

* “Silver Partner of the Year 2020” - YMCA Y-Care CSR
Scheme by YMCA

* “Certificate of Appreciation for Pro Bono Accounting
and Taxation Advisory Services” by the Macao Young
Entrepreneur Incubation Centre

* “Certificates of Appreciation for being the Key Sponsor and
the Corporate Volunteers Team” for the Oxfam Tower Run
2020

%  “Certificate of Appreciation for being Sponsor in support of
Poverty Alleviation and Education” for the Oxfam Hunger
Banquet 2020

ENVIRONMENT

Environmental sustainability is a key component in our corporate social
responsibility efforts. Guided by our CSR Policy, we strive to limit our
energy consumption and waste generation, and take active measures
to protect the environment, including through green finance.

We have also started reviewing historical data and approaches to
setting environmental targets, including evaluating KPIs regarding our
emissions, energy use, water efficiency, and waste reduction.

Environment: Fighting the pandemic together

As part of the Group’s “Happy & Green Life” event in 2020, DSB
management shared a small gift of reusable and washable utensils
as a token of appreciation for all staff and their work in promoting the
reduction of single-use plastics during the pandemic.
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ENVIRONMENT (Continued)

Energy and Greenhouse Gas Emission Management

The Group adopts energy efficient supplies in our operations wherever
possible, including in office materials, air conditioners and carpeting.
We have replaced existing fluorescent tubes with LED tubes at the
Group’s office at Island Place Tower, branches under renovation in
Hong Kong and all offices and branches located in the main BCM
building in Macau. The use of LED tubes contributed to a 40%
savings in lighting power consumption. In 2020, DSB also maintained
the Charter on External Lighting, launched by the Environment
Bureau, to limit light nuisance and energy waste from external
lighting installations. At DSB China, considerations are made at its
headquarters to maximise the use of natural lighting to lessen energy
wastage, resulting in energy savings of around 1,000 kW per year.

The Group has also introduced guidelines to automate the powering-
off of electrical devices to save energy. Staff are encouraged to power-
off computers and printers before leaving the office, and a power
saving mode has been installed on all work computers so that idle
computers will automatically go into “sleep” mode to conserve energy.
Furthermore, we consolidated and virtualised computer equipment in
our data centre and server room to reduce unnecessary electric use.

To limit our emissions from travel, we encourage our staff to use
public transportation. For instance, DSB China encourages employees
to use shared bicycles if commuting within 2 km and to take public
transportation if travelling across provinces. Meanwhile, the Group
encourages the use of virtual meetings and training wherever
appropriate to eliminate travel and related emissions.
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Energy and Greenhouse Gas Emission Management (Continued)

To lower energy waste, BCM took part in the Energy Conservation
Week 2020 organised by the Office for the Development of the Energy
Sector in June 2020, by shutting off unused light in its office building
for one hour.

The Group’s total energy consumption and scope 2 greenhouse gas
emissions in 2020 are set out in the charts below.
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Water Use

The Group supports water conservation and has implemented water-
efficiency measures at its premises. Certified water-efficient faucets
have been installed, including in our operations in Macau, which can
reduce water usage by around 80%. Employees are also reminded to
save water and reduce wastage.

We continued to monitor the environmental management and
supervision system in our Shenzhen headquarters, where individual
water meters were installed on each floor to record and consolidate
end-user water consumption habits. This data could provide insights
toward future water use reduction measures.
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The Group’s total water consumption in 2020 is set out in the chart
below.

KB

Water consumption

M 2020

Waste Management

The Group strives to reduce waste. Recycling bins and waste
separation bins are installed in our premises to facilitate responsible
waste management; approximately 148,234 kg of used paper was
collected for recycling in 2020. Where printing is necessary, we
advocate double-sided printing and use FSC certified copy paper
as well as eco-friendly recycled paper for our business cards and
letterheads.

DSB continues its efforts to collect and send recyclable materials to
non-governmental organisations for recycling. In 2020, DSB collected
and sent over 60 kg of red packet envelopes and 500 books to
Greeners Action and the Salvation Army respectively for reuse and
recycling.

In Macau, BCM joined the red packet and mooncake box recycling
event organised by the Environmental Protection Bureau of Macau
in February and September 2020. In total, 70 kg of red packets and
around 30 mooncake boxes were collected and recycled.
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This year, BCM continued to work with its copier vendor, Canon
Macau, to recycle printer cartridges; a total of 45 pcs/18 kg of Canon
toner were returned to Hong Kong for recycling. In addition, BCM
worked with its vendors to recycle 1.455 tonnes of IT equipment,
and was awarded the Certificate of Recycling issued by Vannex
International Limited. Going forward, BCM aims to explore vendors
to support its recycling efforts in office supplies. In line with working
with vendors for proper recycling, DSB also appointed a professional
vendor for the disposal of decommissioned IT equipment this year.

The Group’s total hazardous and non-hazardous wastes produced
in 2020 are set out in the charts below. The increases in 2020 are in
large part due to the Group’s renovation efforts and new headquarters

relocation.
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ENVIRONMENT (continued)
Going Paperless

We are endeavouring to reduce the use of paper. Digital initiatives
such as e-forms and e-statements are in place to reduce paper use
both in our workplace and with customers. Our goal is to achieve 5%
or more annualised paper reduction in the next 5 years.

For example, by the end of 2020, BCM migrated more than 3,700
VIP Banking customers and around 6,730 Credit Card customers to
e-statements. This resulted in saving of approximately 340,000 pieces

of paper per annum.

In the workplace, we have established a framework for dispatching
e-alerts, e-advice and e-statements for all banking products to reduce
paper use. DSB also increased implementation of e-forms to replace
respective paper forms and began a pilot programme for secure
printing to minimise accidental printouts.

We continue to work with our client-facing teams to implement digital
solutions, including an automated account opening process for credit
card applications and continued improvement to our website and
mobile banking application to increase user-friendliness. A digital
branch pilot run is also in implementation stages, where we plan to
utilise digital tablets or e-forms for opening accounts, in addition to an
all e-leaflet approach to minimise paper use. This idea was proposed
by our staff through our 2019 Smart Green Campaign.
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ENVIRONMENT (Continued)

Environment: Awards and Recognition ‘¥

* “Wastewi$e certificate — Excellence Level” under the Hong
Kong Green Organisation Certification by the Environmental
Campaign Committee

*  “Energywi$e certificate — Good Level” under the Hong
Kong Green Organisation Certification by the Environmental
Campaign Committee

%  Gold Sponsor -
Programme” organised by the Greeners Action

“Red Packet Recycling and Reuse

* Donator — The Salvation Army Books Recycling Programme

* Waste saving partner institution by Direccao dos Servicos de
Proteccao Ambiental

REGULATORY COMPLIANCE

The Group is committed to operating in full compliance with relevant
local and international laws and regulations.

We engage frequently with regulators including the SEHK, the HKMA
and the Insurance Authority to stay abreast of regulatory developments
to ensure we are prepared for relevant requirements such as managing
climate and environmental-related risks.

Our Group Compliance Division stays well-informed of relevant
regulatory changes. It conducts a wide variety of compliance reviews,
and puts forward recommendations to business and support units
to enhance the effectiveness of their internal control and regulatory
compliance. Comprehensive policies and procedures are in place to
ensure regulatory compliance and an effective control environment.
Training is conducted to support our people to stay up-to-date with
the Group’s operations and regulatory expectations. The Group
further bolsters preventative measures with monitoring and detective
measures to enable regulatory compliance.
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REGULATORY COMPLIANCE (Continued)

The Group understands the importance of governance, risks and
compliance covering its businesses and operations in Hong Kong,
Macau and Mainland China. Our Group’s risk function oversees
our overall risk positions, including risk measurement, monitoring
and control, to ensure that risk exposures are managed in line with
business and risk management strategies, risk appetite framework, and
regulatory expectations. Our Internal Audit provides an independent
assurance function to review our compliance and risk management
operations, in addition to reviewing all aspects of the Group’s internal
control mechanism covering our business, control and support
functions, and to assess control effectiveness.

The progress and results of our business, operational, risk
management, compliance and internal control, and recommendations
given by our regulators, are regularly reported to respective
management-level committees, Board-level committees or the Board.

During the reporting period, we were not aware of any non-compliance
with laws and regulations that could have a significant impact on the
Group relating to areas such as environmental protection, employment
and labour practices, operational practices, AML, customer data
protection, treatment of customers, and cybersecurity.
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REBRBARER

Environmental KPIs

REFURFER

Energy consumption

REEE
Total energy consumption

L RERE —BEE N

Total indirect energy consumption — Purchased electricity

EiERERERE

Total indirect energy consumption intensity

RERESHEED

By number of Full Time Employee (“FTE”) @

BERBHEKE

Greenhouse gas (“GHG”) emissions

AERBEENE
Total GHG emissions

HEN — BRI

Scope 1 - Direct emissions and removals @

F6[E2— BEIREIE B

Scope 2 — Energy indirect emissions

FEKE

Water consumption

mFEkE
Total water consumption

FKEE
Water consumption intensity

BEBESHEHE
By number of FTE

FELBEEY

Waste produced

FrE4BEREEYRE
Total hazardous waste produced

ELEREERNEE

Total non-hazardous waste produced

i

Q)

@

2RESHENZMEBASHEE -

AEBER -REBRGKE  EHRE1-BE&H

PR LA BB

a® ab a® (3 X ] a» [ ) J [ J
WDWIP gD @ ¢ TP ¢H5 g TDED ¢,y €D ¢y @D ¢ >
[ 7N ) € [ /N ] [ /N ] € [
ENVIRONMENTAL KPI DATA TABLE
By
Unit 2020 2019
TR B 6,711,894.70 7,112,264.94
kWh
TR 6,711,894.70 7,112,264.94
kWh
TR, 28BS 2,282.18 2,394.70
kWh / FTE
M=E(tixE = 4,801.23 5,255.59
tonne COe
M—E(tixE= TEMA TEA
tonne CO,e N/A N/A
WS biE = 4,801.23 5,255.59
tonne CO,e
S5 K 10,707.03 10,394.25
m3
MR RBES 3.64 3.50
m3/FTE
o 11.16 4.69
tonne
7 523.76 424.19
tonne

Notes:

The number of full time permanent staff is used to define the number of
full time employee.

@

The Group is a financial service institution and there is no significant
Scope 1 - direct emissions and removals by the Group.
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B LI e 38 P B
Latest time to lodge transfers

TEERRECTE(BREEMK)

Closure of Register of Shareholders (both days inclusive)

LA

Record date

BRBFERE

Annual General Meeting

EEEHREE

REPORT OF THE DIRECTORS

- - a®
(] [ /N ) (/N )
The Directors submit their report together with the audited financial

statements for the year ended 31 December 2020.

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 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 financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2020 are set
out in the consolidated income statement on page 125.

The Directors declared an interim dividend of HK$0.08 per share and a
total of HK$112,460,170.56 in cash was paid on 21 September 2020.

The Directors recommend the payment of a final dividend of HK$0.22
per share in cash, totalling HK$309,265,469.04.

CLOSURE OF REGISTER OF SHAREHOLDERS

For determining shareholders’ right to attend and vote at the

forthcoming annual general meeting:

202145 H27 B (2 HIM) T F48K30%
4:30 p.m. on 27 May 2021 (Thursday)

202145 H28H (EHi ) E2021F6 H2H(2H=)
28 May 2021 (Friday) to 2 June 2021 (Wednesday)

20216 A2H (28 =)
2 June 2021 (Wednesday)

20216 A2H (28 =)
2 June 2021 (Wednesday)
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TSR IE R R AR (#) CLOSURE OF REGISTER OF SHAREHOLDERS (Continued)

RETEBRARERIGER 2 RBMRE

BR8P R

Latest time to lodge transfers

TEemERRECTFE(BRERMR)

Closure of Register of Shareholders (both days inclusive)

FO8% A H

Record date

KRS TR AR 3 A

Expected final dividend payment date

(BIFREREEZ IREBFASH )

EEIEHBERRELSM AR B EEHIER
MBPERFE - FTERM B SHERAEER
SWEEARE B IIE R B PR EATKER
RAZBRNBLREEPRESFEL AR A AIH
BBPFE - Ml AEBEFEFAER18IRA
MAL7E17T1221716F -

For determining shareholders’ entitlement to receive the proposed final
dividend*:

202146 A8H (2 H =) TF4%305
4:30 p.m. on 8 June 2021 (Tuesday)

202156 H9H(EH=)%2021F6 A11H(EZHA)
9 June 2021 (Wednesday) to 11 June 2021 (Friday)

20216 A11H(EHTR)
11 June 2021 (Friday)

202146 H22H (EH =)
22 June 2021 (Tuesday)

(*subject to shareholders’ approval at the forthcoming annual general meeting)

During the periods of the closure of Register of Shareholders, no share
transfers will be registered. For registration, all transfer documents
accompanied by the relevant share certificates must be lodged with
the Company’s share registrar, Computershare Hong Kong Investor
Services Limited, Shops 1712-1716, 17th Floor, Hopewell Centre, 183
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 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
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 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
“Environmental, Social and Governance Report” and the “Corporate
Governance Report” of this Annual Report. The “Notes to the 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.

SHARES ISSUED IN THE YEAR

Details of the shares of the Company issued during the year are shown
in Note 38 to the financial statements.

DONATIONS

During the year, the Group made charitable and other donations
amounting to HK$74,000.
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DIRECTORS

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 H Hon-Hing Wong (Derek Wong)

BT - BEFREIERTIHARE

Vice Chairman, Managing Director and Chief Executive

P Robert Tsai-To Sze*
B s ) Seng-Lee Chan*
*mE* Blair Chilton Pickerell*

RIBEMA*(7202142 A25 0 E )

Yuen-Tin Ng* (deceased on 25 February 2021)

TiR% Gary Pak-Ling Wang

FEYBEREERE Group Chief Financial and Operating Officer
M Nicholas John Mayhew

BT T AR, Deputy Chief Executive

Y BUIHNITEE

* Independent Non-Executive Directors

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



BRANAEEERARZE107 R108I5HE - &

=2 —(kEAELETIR=Z02—)#
EMEEHRRZKEENEE 2 RRBFASH
BER - IRIBMAANE107 X108 2 REE S B
BT - BBUILATE - BRI EREMELE
HREEZRRBFASRE  GERUBEE
BT o

ARREWE S B IFMITEETRERFREL
BERSNREBLIMELNFEEREK - AAF
P BL R RRR -

REBZERBEAG LEREFT2EETNE
£ BRER AN REFE T RERAEKA

EEEREE
REPORT OF THE DIRECTORS

a® -
[ /N [
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. Hon-Hing Wong (Derek Wong) and Blair Chilton
Pickerell 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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CHANGE IN INFORMATION WITH REGARD TO

DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, change in information
required to be disclosed by the Directors since the publication of
the 2020 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 is set out below:

Mr. Blair Chilton Pickerell
Independent Non-Executive Director

- Ceased as a member of the Advisory Board of Anthemis
Insurance Venture Growth Fund | with effect from 11 February
2021

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.

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.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

As at 31 December 2020, 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:

a) Interests in the shares and underlying shares of the
Company and its associated corporation

HERTRE

ay v Es

ARTLERRS, BERHYE .

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

BAER EEERY HitEs SR interestsin the

Personal Corporate Other Total total number of

S Director Interests Interests” Interests Interests  issued shares
FFE David Shou-Yeh Wong - 1,045,626,955% - 1,045,626,955 74.38%
B (=) Gary Pak-Ling Wang 2,884,691¢19 - - 2,884,691 0.21%
Figg Nicholas John Mayhew 2,805,47646) - - 2,805,476 0.20%
e ERRIRG

k%ﬁﬁmﬁ%ﬁl‘hﬂalﬁﬂﬁﬁﬁﬁ/ﬁﬁﬁﬁﬁﬁﬁ ey g

Number of ordinary shares/underlying shares of Tk

Dah Sing Financial Holdings Limited Percentage of

BARR EEER Htr#s AR interestsin the

Personal Corporate Other Total total number of

Bz Director Interests Interests” Interests Interests  issued shares
TFE David Shou-Yeh Wong - 137,285,682¢ - 137,285,682 42.96%
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

a) Interests in the shares and underlying shares of the
Company and its associated corporation (Continued)

Notes:

1) The corporate interests were in respect of shares held by companies in
which the director controlled one third or more of the voting powers at
general meetings.

) 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.

()] 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 following section regarding interests in options under share option
scheme of the Company; 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.

(4) The personal interests of Nicholas John Mayhew comprised of (a)
interests in 855,476 ordinary shares of the Company; (b) interests in
share options in respect of 450,000 underlying shares of the Company
as disclosed in the following section regarding interests in options
under share option scheme of the Company; 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.

(5) 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
indicators, 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 bonus scheme linked to the
performance of the grantees and the share price of the Company.

(6) 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.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b)

Interests in options under share option schemes of the
Company and its associated corporation

)

Share option scheme of the Company

On 27 May 2014, the shareholders of the Company approved the

adoption of a share option scheme (the “DSBG Scheme”).

In accordance with the requirements of The Rules Governing

the Listing of Securities on The Stock Exchange of Hong Kong

Limited (the “Listing Rules”), a summary of the DSBG Scheme is

disclosed as follows:

1)

Purpose of the DSBG Scheme:

The purpose of the DSBG Scheme is to attract, motivate
and retain high quality executives to contribute to the
Group’s business and growth.

Participants of the DSBG Scheme:

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

Total number of shares available for issue under the DSBG
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 DSBG
Scheme and any other schemes 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.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b)

Interests in options under share option schemes of the
Company and its associated corporation (Continued)

)
)
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Share option scheme of the Company (Continued)

Maximum entitlement of each participant under the DSBG
Scheme:

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

Period within which the shares must be taken up under an
option:

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



LJ
N

EERTHRARER @

Z) EAXRDFAREEEEECRRETET
AR REERS @

) ARFZBERESE (#)

6 REBTEZALAFAENZSEH
MR

WAR BN &G IR AIES MM E
BERERARRESERE - MK
TR - AFIRITEE S TR
BB ZRBETERBET AL
FRITRE °

(1) BRSREIRBREANSEARNK
FBAN RN HR K E R BRAERN
HARR -

BEXRAREES N BREH RARE
1B TRERE - RARKETHRE
IRANEEREETRGE(NE) 2
HEARBIRE ©

EEEREE
REPORT OF THE DIRECTORS

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b)

Interests in options under share option schemes of the
Company and its associated corporation (Continued)

1) Share option scheme of the Company (Continued)

(6)  Minimum period for which an option must be held before it
can be exercised:

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of
the Board of the Company, and is specified when related
options are granted. None of the existing share options
granted under the DSBG 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
options or the date on which the conditions (if any) for the
offer are satisfied.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b)

Interests in options under share option schemes of the
Company and its associated corporation (Continued)

)
®)
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Share option scheme of the Company (Continued)

Basis of determining the exercise price:

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 17.03(9) 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.

Remaining life of the DSBG Scheme:
The DSBG 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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Company and its associated corporation (Continued)

1) Share option scheme of the Company (Continued)

The particulars of interests in options to subscribe for
ordinary shares of the Company granted under the DSBG

Scheme and information that is required to be disclosed in

accordance with the Listing Rules are set out below:

AREEESZANARGEA
Number of the Company’s shares underlying the options
2020F
R2020€ HE/KR R2020F e B4A freeg o
1A18 2020/ 2020/  Cancelled/  12A318 Exercise Grant Exercise
BE B Lo lapsed =29) price date period
Held at Granted  Exercised during Held at (%) (B/BR/%) (B/BR/%)
EBA Grantee 1/1/2020  during 2020 during 2020 2020 31/12/2020 (HKS) (D/MPY) (D/MFY)
S Directors
Ta% Gary Pak-Ling Wang 450,000 - - - 450,000 18.24 26/04/2018  26/04/2019 -
26/04/2024
Figg Nicholas John Mayhew 450,000 - - - 450,000 18.24 26/04/2018  26/04/2019 -
26/04/2024
HitfESME®  Aggregate of 600,000 - - (300,000) 300,000 18.24 26/04/2018  26/04/2019 -
other employees @ 26/04/2024
EEa Notes:

U]

@

®)

PRERIEARFIRTTREAEI TR
ZRERENR T AR EIEEES
ERF DI T HBREIRA T AT
e

RBEEDETETAERBT &
ERAAATEZZEMBRRNE
= RBMITHASHERAR - X
REBRBIEITEEADITE
MER -

REEEBE 2 ETFEHR YR
=MitEa4 -

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

Share options were granted to certain eligible employees,
who are directors, senior executives or officers of the
major operating subsidiaries of the Company and are
working under employment contracts that are regarded as
“continuous contracts” for the purpose of the Employment
Ordinance of Hong Kong.

Details of the computation of the value of options are shown
in Note 44 to the financial statements.
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(Continued)

b)

Interests in options under share option schemes of the
Company and its associated corporation (Continued)

1) Share option scheme of Dah Sing Financial Holdings
Limited, the holding company of the Company

On 27 May 2015, the shareholders of DSFH approved the
adoption of a share option scheme (the “DSFH Scheme”). No
share options had been granted under the DSFH Scheme since
the date of its adoption to 31 December 2020.

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

(1)  Purpose of the DSFH Scheme:

The purpose of the DSFH 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 DSFH 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 DSFH
Scheme.

(8)  Total number of shares available for issue under the DSFH
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 DSFH
Scheme and any other schemes 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 2020
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b)

Interests in options under share option schemes of the
Company and its associated corporation (Continued)

1) Share option scheme of Dah Sing Financial Holdings
Limited, the holding company of the Company (Continued)

(4)  Maximum entitlement of each participant under the DSFH
Scheme:

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

(5)  Period within which the shares must be taken up under an
option:

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

(6)  Minimum period for which an option must be held before it
can be exercised:

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of the
Board of DSFH, and is specified when related options are
granted.
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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
options or the date on which the conditions (if any) for the
offer are satisfied.

Basis of determining the exercise price:

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 17.03(9) 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 DSFH Scheme:
The DSFH 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.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

All the interests stated above represented long position. As at 31
December 2020, 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.

Save as disclosed above, as at 31 December 2020, none of the
Directors or Chief Executive of the Company and their respective
associates had any interests or short positions in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept by the Company pursuant
to section 352 of the SFO, or as otherwise notified to the Company
and the SEHK pursuant to the Securities Model Code.

EQUITY-LINKED AGREEMENTS

Save for the share option scheme of the Company as disclosed above,
no equity-linked agreements were entered into by the 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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Substantial Shareholders

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As of 31 December 2020, the following are the persons, other than
the Directors and Chief Executive of the Company whose interests are
disclosed above, who had interests or short positions in the shares
and underlying shares of the Company as recorded in the register of

shareholders’ interests required to be kept by the Company pursuant
to section 336 of Part XV of the SFO or otherwise known to the

Company.

%)
Capacity

FERHEE
IR 6
Number of
shares held/
interests

in shares

HE#RTRSG
B R
Baotk®
Percentage of
interests in the
total number of
issued shares®

TEEE

Christine Yen Wong

AFemEEFRAR (KRR

Dah Sing Financial Holdings Limited

(“DSFH”)

TrEE

Harold Tsu-Hing Wong

ELERERERAR(DERER])

HSBC International Trustee Limited
(“HSBCIT”)

HHEREHEEETREER
AR VEHS A e

Deemed interest by virtue of her spouse
having a notifiable interest

ER LA
EmiEns

Beneficial interest

BaEn MR ARFEEFRA
ERESSEEL0ShE: $ai

Beneficial interest and deemed interest in
shares indirectly held by trustee

EREAREE# R
Trustee and corporate interests
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1,045,626,955("

1,045,461,643

1,048,200,188@

1,045,461,643®

74.38%

74.37%

74.57%

74.37%
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

Notes:

M

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 1,700,000
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 2020.

All the interests stated above represented long positions. As at 31

December 2020, no short positions were recorded in the register of

shareholders’ interests in shares and short positions maintained by the

Company.
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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 2020.

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 2020.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December 2020,
calculated under sections 291, 297 and 299 of the Companies
Ordinance (Cap. 622), amounted to HK$616,237,000 (2019:
HK$623,303,000).

CONNECTED TRANSACTIONS

Details of transactions with related parties of the Group for the year
ended 31 December 2020 have been set out in Note 43 to the 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.

MAJOR CUSTOMERS

During the year ended 31 December 2020, the Group derived less than
30% of interest income and other operating income from its 5 largest
customers.
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REPORT OF THE DIRECTORS

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 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 financial statements have been audited by PricewaterhouseCoopers
who retire and, being eligible, offer themselves for re-appointment.
A resolution for the re-appointment of PricewaterhouseCoopers as
auditors of the Company is to be proposed at the forthcoming annual
general meeting. The Company has not changed its auditors in the
preceding 3 years.

On behalf of the Board
Hon-Hing Wong

Managing Director and Chief Executive

Hong Kong, 24 March 2021
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The names of the directors who have served on the boards of the

subsidiaries of the Company during the year ended 31 December 2020

and up to 24 March 2021, being the date of the Report of the Directors

of Company for the year, are set out below:
(in alphabetical order)

CHAN Hoi-Kit Frederick

CHAN Seng-Lee

CHAN Wai-Kin Cliff

CHANG Pui-Yuk Vanessa
CHENG Yu-Chung (Patrick CHENG)
CHIU Yuk-Fai Alick

Martin EKINS*

FUNG Siu-Ming (Philip FUNG)
HO Ka-Yeung Eric

Paul Michael KENNEDY

KONG Yiu-Fai (Eddie KONG)*
LAU Ka-Wai Frederick

LAU Pak-Hung

LAU Shing-Tat Eddie*

LEUNG Wai-Sum (Terence LEUNG)
MA Yuen-Lai Barbara

Nicholas John MAYHEW

NG Yuen-Tin* (deceased on 25 February 2021)
Blair Chilton PICKERELL

POON Clement

POON Wing-Fai Jimmy*

SZE Tsai-To Robert

TAM Wai-Hung David

WANG Pak-Ling Gary

Paul Franz WINKELMANN
WONG Hon-Hing (Derek WONG)
WONG Mei-Chun Phoebe
WONG Shou-Yeh David

WONG Tsu-Hing Harold

YAU Ho-Wing Vincent

YUEN Yat-To (Henry YUEN)

*

Those who have resigned/ceased as a Director of the relevant subsidiary(ies)
of the Company.
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ire iR
CONSOLIDATED INCOME STATEMENT

#Z20204F12 A31H [L 5 /Z For the year ended 31 December 2020
(LAZEBEF TA5I7R ) (Expressed in thousands of Hong Kong dollars)

1 J a® a® a® a® a» a® a® a® a»
OSEIPESOIP g D GH ED ¢ ID gp ED G5 ¢ TP (O ED ¢ T W IP L TP ED O TP gp TP @B ¢
[ /N [ /N [ /N ] [ /N ] [ /N ) [ /N ] [ /N ] - [ /N ] [ /N ) [ /N ) [ /N
bz
Note 2020 2019
MEHKA Interest income 7 6,210,429 7,472,587
FESZ Interest expense 7 (2,514,627) (3,398,803)
R E U A Net interest income 3,695,802 4,073,784
R & ML WA Fee and commission income 8 1,381,782 1,433,414
fRi%E MAe S Fee and commission expense 8 (199,981) (286,450)
FREBERAS WA Net fee and commission income 1,181,801 1,146,964
FEBEWA Net trading income 9 310,435 98,891
HAh & B A Other operating income 10 60,772 68,474
EEWA Operating income 5,248,810 5,388,113
EiBE T H Operating expenses 11 (2,832,936) (2,850,566)
HBRBEE B 2 & ERA Operating profit before impairment losses 2,415,874 2,537,547
EEREESR Credit impairment losses 14 (646,968) (356,386)
HBRETRERBEEEE Operating profit before gains and losses on
Z W= R BB 2 & ERF certain investments and fixed assets 1,768,906 2,181,161
HEEMETEE 2 FEE Net loss on disposal of other fixed assets (3,027) (6,568)
BN FEREZFEE Net loss on fair value adjustment of
investment properties (84,240) (28,289)
HEUA A ZEEEEBEA Net gain/(loss) on disposal of financial assets
Efh 2 EWEN SR EE 25 at fair value through other comprehensive
Wz, (&) income 13,448 (24)
a2 R EEE Impairment loss on goodwill 27 (98,239) =
il NI e Share of results of an associate 710,370 701,857
Bt NI E 2R EEE Impairment loss on the investment in an
associate 24 (531,000) (287,000)
FEEHREH B 2 5 Share of results of jointly controlled entities 33,190 32,072
BRE AR R Profit before taxation 1,809,408 2,593,209
| Taxation 15 (316,398) (353,075)
FERF Profit for the year 1,493,010 2,240,134
DELLAT : Attributable to:
RA AR Shareholders of the Company 1,493,126 2,240,033
RAE I HERR R Non-controlling interests (116) 101
FERF Profit for the year 1,493,010 2,240,134
BREF Earnings per share
EXRREE Basic and diluted 17 HK$1.06 HK$1.59
$131E 253328 YT I As A M ERE Y — The notes on pages 131 to 332 are an integral part of these
R4 o consolidated financial statements.
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e 2R
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

B E2020%12 318 |EF[E For the year ended 31 December 2020
(LAVEEEF TAz517R) (Expressed in thousands of Hong Kong dollars)

a® a® a® a® a» a® a® a® a® [ ) J a® a® [
w w WS ¢ W ID o5 EDED ¢ TP gp T @ TP ¢ @ TD @B ¢ TP ¢OH W ¢» @ ¥ ¢
@ e w > @ T PR PR @ “an >
2020 2019
FERF Profit for the year 1,493,010 2,240,134
FEHMEAE KR Other comprehensive income for the year
AREEEH N ARG AWZEIRMIER ©  Items that may be reclassified to the consolidated
income statement:
BHE Investments in securities
UAFEFEBEZS T AEMEME  Net change in fair value of debt instruments at fair
WEMEFS LA A FEZEFEE value through other comprehensive income (78,340) 395,412
UAFEFEBEZS T AEMEME  Net change in allowance for expected credit losses
Wi EH TAZEREEEER of debt instruments at fair value through other
AT F R comprehensive income 6,423 4,487
TR (Uezs), BRI M EBEIWESER ¢ Net (gain)/ loss realised and transferred to income
statement upon:
—HEUAFEFEBHES — Disposal of debt instruments at fair value through
FTAHEMEEE 2 EHB TR other comprehensive income (13,448) 24
Bt 2 R RIE Deferred income tax related to the above 18,910 (52,137)
(66,455) 347,786
BMEFIMEE IS HRRAIER =2 Exchange differences arising on translation of the
financial statements of foreign entities 387,964 (159,945)
TEEFHHEEGRE WERNIEE - Items that will not be reclassified to the consolidated

126

income statement:

AAERT2 B EZeHT ARMZEE  Net change in fair value of equity instruments at fair

ISR E T E 2 A F[EEE)FEE  value through other comprehensive income (1,387) 951

B bt 2 IRAER 18 Deferred income tax related to the above 2,516 (157)
1,129 794

MERFIER 2 FE M2 E s Other comprehensive income for the year, net of tax 322,638 188,635
HRBERFERZE NGRS Total comprehensive income for the year, net of tax 1,815,648 2,428,769
DRI Attributable to:

R PEHIRERR R Non-controlling interests (90) 101

NN &S Shareholders of the Company 1,815,738 2,428,668
HRBERFEZENEAE Total comprehensive income for the year, net of tax 1,815,648 2,428,769
F131 B EF3328 2 sk ARG EMBEHRER 2 — The notes on pages 131 to 332 are an integral part of these
25 o consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

2020412 H31H As at 31 December 2020
(LAZEBEF TA5I7R ) (Expressed in thousands of Hong Kong dollars)

1 J a® a® a® a® a® a® a® aD a®
OEPES I gpid R EP ¢OHEP g EPES ¢O IP ¢OED ¢ T W TP O TP ED O TP gp TP @B o
[ /N ) [ 7N ) [ /N ) [ 7N ) [ 7N ) [ /N ) [ /N ) - [ 7N ) [ /N ) [ /N ) [ /N )
iz
Note 2020 2019
=13 ASSETS
B RIERITHAE 3 Cash and balances with banks 18 15,262,452 17,642,248
FIRIT1E1218 A R EIR 758 Placements with banks maturing between one
and twelve months 5,355,765 5,494,972
FHIEEERBNES Trading securities 19 5,080,047 8,387,953
UAFEFEAEEHAABRNEHMEE Financial assets at fair value through profit or loss 19 - 328,768
TEeMIT A Derivative financial instruments 20 1,135,814 567,816
FHEERREMIRE Advances and other accounts 21 146,844,457 144,632,781
ARTERT2 B HEEET AL Financial assets at fair value through other
ZEBENEREE comprehensive income 22 41,815,998 42,163,280
IABERRAR AT IBR M S B B Financial assets at amortised cost 23 22,842,879 15,653,025
BENRIRE Investment in an associate 24 4,277,927 3,888,775
HEZEHEEIRE Investments in jointly controlled entities 25 105,553 96,363
Bl Goodwill 27 713,451 811,690
B EE Intangible assets 27 58,252 58,252
TENEMETEEE Premises and other fixed assets 28 3,006,039 2,356,707
REME Investment properties 29 682,909 1,208,639
BNEATR IR & Current income tax assets - 2
ERETRIBEE Deferred income tax assets 35 124,680 115,216
BEGH Total assets 247,306,223 243,406,487
=L LIABILITIES
RITER Deposits from banks 3,500,442 2,465,069
PTAESRIA Derivative financial instruments 20 3,191,188 1,093,028
RHIEEEREMARE Trading liabilities 31 1,570,675 5,516,558
BEEFHR Deposits from customers 32 190,339,807 182,628,806
BEITHESE Certificates of deposit issued 33 8,125,802 6,750,825
RIEER Subordinated notes 34 3,828,458 5,510,181
HifRE KR Other accounts and accruals 6,996,407 10,765,814
BRI A G Current income tax liabilities 383,696 470,834
EETIRAE Deferred income tax liabilities 35 14,561 20,559
aEas Total liabilities 217,951,036 215,221,674
B EQUITY
R Non-controlling interests 15,296 15,386
AT RREGRER Equity attributable to the Company’s shareholders
AR Share capital 38 6,894,438 6,894,438
HifF#E(BEREET) Other reserves (including retained earnings) 39 21,546,866 20,376,402
BRRES Shareholders’ funds 28,441,304 27,270,840
HEIMERMTIE Additional equity instruments 40 898,587 898,587
A Total equity 29,355,187 28,184,813
EXREES Total equity and liabilities 247,306,223 243,406,487
EHeN2021F3 A24 Bt £ IR - Approved and authorised for issue by the Board of Directors on 24
March 2021.
R EHERE Nicholas John Mayhew Hon-Hing Wong
- EFAATE Director Managing Director
F131 B R F3E 2z IS EHREzR 2 — The notes on pages 131 to 332 are an integral part of these
2L o consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

B E2020%12 318 |EF[E For the year ended 31 December 2020
(LAVEEEF TAz517R) (Expressed in thousands of Hong Kong dollars)

a» a® a® a® a® (1 J a® a® a® a® a®
@ @D @D AL LAY L4 D TP gp @D w TS > ap €D @ T ¢ @
@ [ [ /N (/N ) [ /N [ /N [ /N ) [ /N [ /N ) ([
ARARREEER
Attributable to the shareholders
of the Company
B REHE
BEEHIA E
LEN HitfkE  RE2F  Additional Non- M4t
Share Other Retained equity  controlling Total
capital reserves earnings instruments interests equity
20201 A1 B &t Balance at 1 January 2020 6,894,438 798,069 19,578,333 898,587 15,386 28,184,813
FRaA Profit for the year - - 1,493,126 - (116) 1,493,010
FEEMEZERE Other comprehensive income
for the year - 322,612 - - 26 322,638
DA S (AR (D E B ERE  Provision for equity-settied
B2 B R E B R share-based compensation
and other adjustment - 817 (352) - - 465
PR TR0 - D4 Reclassification of net change in
ANFETEREEEFA fair value of equity instruments
Hin 2 AR at fair value through other
TAZAHEZEFE comprehensive income upon
derecognition - (13,853) 13,853 - - -
BIMERMT A ZRHEFIA  Distribution payment of
additional equity instruments - - (41,266) - - (41,266)
2019F RIS 2019 final dividend - - (492,013) - = (492,013)
2020F H H S 2020 interim dividend - - (112,460) - - (112,460)
2020F12H31 AR Balance at 31 December 2020 6,894,438 1,107,645 20,439,221 898,587 15,296 29,355,187
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HZ=2020F12 31 H LFZ (4) For the year ended 31 December 2020 (Continued)
(LAVEBEF TA5I7R ) (Expressed in thousands of Hong Kong dollars)

a® - a® - a® a® a® a®
[ /N ) [ /) (/) (/) (/N ) (/) @ (/) (/) @
ARAREE R
Attributable to the shareholders
of the Company
o bl
BEmlTA R
BA HEfEE  REEM  Additional Non-  #EisAs
Share Other Retained equity  controlling Total
capital reserves earnings  instruments interests equity
20191 A1B &% Balance at 1 January 2019 6,893,494 608,245 18,064,533 898,587 15,285 26,480,144
MIGERABEEREXR|]  Changes on initial application of
F165 2% HKFRS 16 - - (9,790) - - (9,790)
&5 22019F1 A1R Restated balance at
e 1 January 2019 6,893,494 608,245 18,054,743 898,587 15,285 26,470,354
FER Profit for the year - - 2,240,033 - 101 2,240,134
FEAMEEKE Other comprehensive income
for the year - 188,635 - - - 188,635
BETERREE T2 Issue of ordinary shares pursuant
LEkkn to exercise of share options 944 @17) - - = 727
MBRAES (AR A1 AERE  Provision for equity-settled
T share-based compensation - 1,406 - - - 1,406
R IERERES - EXTH%E  Reclassification of net change in
AVEHEREEHA fair value of equity instruments
Hin 2 AR at fair value through other
TEZATEEEFE comprehensive income upon
derecognition = - - - - -
BIMERMTAZIREFUE  Distribution payment of
additional equity instruments - - (41,682) - - (41,682)
2018F RHEARR S 2018 final dividend = = (492,013) = - (492,013)
2019F R AR S 2019 interim dividend - - (182,748) - - (182,748
201951231 B &4 Balance at 31 December 2019 6894438 798060 19578333 898587 15386 28,184,813
F131E EF3328 2 W ARG S5 RRET 2 — The notes on pages 131 to 332 are an integral part of these
) consolidated financial statements.
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HeREeRELER
CONSOLIDATED STATEMENT OF CASH FLOWS

B E2020%12 318 |EF[E For the year ended 31 December 2020
(LAVEEEF TAz517R) (Expressed in thousands of Hong Kong dollars)

a® a® a® a® a» a® a® a® a® [ ) J a®
@ @D @D mn‘|°n D TP gp @D w TS > ap €D @ T ¢ @
[ /N ] - [ /N ] [ /N ) [ /N [ /N [ /N ] [ /N ) [ /N ) -
FfaE
Note 2020 2019
RETH2HERE Cash flows from operating activities
KEEB(FTA),MAREFE Net cash (used in)/from operating activities 41(a) (2,975,370) 10,332,260
RETEZEHERE Cash flows from investing activities
BETEMAMETEEE Purchase of premises and other fixed assets (137,110) (101,593)
S B B EMSHIE Proceeds from disposal of other fixed assets 136 927
WEEBMAR & F8E Net cash used in investing activities (136,974) (100,666)
RMETEEHERE Cash flows from financing activities
BATE BRI Issue of ordinary shares
(BIBRETROER) (net of share issue expenses) - 727
EREERY Repayment of subordinated notes 41(c) (1,746,731)  (1,765,339)
BITRIEERS Issue of subordinated notes 41(c) - 1,753,426
HEAGEZAR Payment of lease liabilities (183,248) (176,912)
RESMER 1t T B 2 R ESRIE Distribution payment on additional equity
instrument (41,266) (41,682)
IRNEBTRERKRER Interest paid on subordinated notes and
B Z B debt securities issued 41(c) (229,021) (291,958)
KB T RARAR B Dividends paid on ordinary shares (604,473) (674,761)
BE R FTAR TR Net cash used in financing activities (2,804,739)  (1,196,499)
HeRERBESLER D), Net (decrease)/increase in cash and
ENFEE cash equivalents (5,917,083) 9,035,095
FYRe RERIEEIER Cash and cash equivalents at beginning
of the year 24,423,010 15,418,529
MERE T 7 2 Effect of foreign exchange rate changes 182,879 (30,614)
FERAESRERRLIER Cash and cash equivalents at end of the
year 41(b) 18,688,806 24,423,010
FA31 B R FE3328 2 M I ARGAE M EHRER 2 — The notes on pages 131 to 332 are an integral part of these
5 o consolidated financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)
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21 mEEHE
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BT AG MER 2 MEBRE SRS
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ERAREREZ 518) - BASEREMZ 25T
[RAI R BB D REHIFE622E MARE o

IR M BHRRVBIBELKATERERE - A
RILAFEIRZIEE BRREWE - AATE
SAEREZFF ARMEEKE (AR TFEFE
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ATE)ZSMHEHAR -

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 36th Floor, Everbright
Centre, 108 Gloucester Road, 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 24 March 2021.

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 all applicable Hong Kong Financial
Reporting Standards (“HKFRSs” is a collective term which includes all
applicable 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.

KIRITEBEGR AR 2020F F3§]

131

1.4 a» a» a» a® a» a» a» a® a»

»H TP a® a® a® a® a® a® a® (1 X ] a® a»

ﬂm mm-m mmm-m mmm-m mmmm mm-m [ /N
1. —RER 1. GENERAL INFORMATION
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NOTES TO THE FINANCIAL STATEME

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

NTS
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2. FEEHHEHMEm@ 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
21 wREEE @) 2.1 Basis of preparation (Continued)
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The preparation of 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 financial statements in the period the assumptions
changed. Management believes that the underlying assumptions
are appropriate and that the Group’s 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.

(a) New and amended standards adopted by the
Group

A number of new or amended standards became applicable for
the current reporting period. The Group did not have to change
its accounting policies or make retrospective adjustments as a
result of adopting these standards.

The following amendments to accounting standards are
applicable for annual reporting periods commencing on
1 January 2020:

Definition of Material — amendments to HKAS 1 and HKAS 8

° Definition of a Business — amendments to HKFRS 3
° Revised Conceptual Framework for Financial Reporting
° Interest Rate Benchmark Reform — Phase 1, amendments

to HKFRS 9 “Financial Instruments”, HKAS 39 “Financial
Instruments: Recognition and Measurement” and HKFRS 7
“Financial Instruments: Disclosures”
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2.1

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of preparation (Continued)

(a) New and amended standards adopted by the
Group (Continued)

Interest rate benchmark reform is the market-wide initiative
to replace or reform interbank offered rates (“IBORs”) that are
commonly used to determine interest cash flows on financial
instruments such as loans and advances to customers, deposits
from banks and customers, debt securities and derivatives. The
objective of the reform is to replace IBORs with alternative risk-
free interest rates (“RFRs”) that are based on actual market
transactions. Consequently, financial contracts which currently
make reference to IBORs may need to be amended such that
they will make reference to the alternative RFRs in the applicable
currency going forward. Amendments to HKFRS 9, HKAS 39 and
HKFRS 7 modify some specific hedge accounting requirements
to provide relief (the “temporary relief”) from the potential effects
of the uncertainties caused by the interest rate benchmark
reform.

Significant judgement will be required in determining when
uncertainty is expected to be resolved and when the temporary
relief will cease to apply. As at 31 December 2020, there is still
uncertainty on the reform of IBORs, and the Group has applied
the temporary relief on all its hedge accounting relationships
based on reference benchmarks that are subject to the IBORs
reform or replacement. The Group continues to closely monitor
the market progress on the transition of IBORs to RFRs.

The Group has certain outstanding interest rate swaps which
are exposed to different types of IBORs, (predominantly US
Dollar London Interbank Offered Rate (“LIBOR”) and Hong Kong
Interbank Offered Rate (“HIBOR”)). These interest rate swaps are
designated as fair value hedge of certain of the Group’s fixed
rate financial instruments including debt securities held at fair
value through other comprehensive income and amortised cost,
bank borrowing, certificates of deposit issued and subordinated
notes issued. The notional amount of interest rate swaps
designated as subject to hedge accounting relationships and
the temporary relief as at 31 December 2020 is approximately
HK$42 billion.
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2. FEHBEHME@® 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
21 wREEE @) 2.1 Basis of preparation (Continued)
(Z) KREFNZHRAEISFTTER R #FE (b) New and amended standards and interpretations
not yet adopted
FREERE -F_RER  FESEA Interest Rate Benchmark Reform - Phase 2, amendments to
58395 - BBYMBHEEREIR(RIRS HKAS 39, HKFRS 4 “Insurance Contracts”, HKFRS 7, HKFRS 9
KN BEUBRMEEANE7R  BEUH and HKFRS 16 “Leases”
R 25 %2 B SR O5R M & 78 B A5 3R 25 2E B 551655
(HE)HEET
ZAN RN E SR Al ae BB E The amendments address issues that might affect financial
WRLATAE : reporting as a result of the interest rate benchmark reform and
relate to:
iy AHRSTRENEH - TEBET ()  changes to contractual cash flows — financial instruments
SRR - BEERAEGHERS will not be derecognised, but the effective interest rate
VAR LR (R R R 3 will be updated to reflect the change to the alternative
benchmark rate;
(i) EhEst—REPREEME e () hedge accounting — hedge accounting will not be
TR BT SRR ANRE B#ET discontinued solely because changes are required to
BE MRS REE R be made by the reform, if the hedge meets other hedge
accounting criteria; and
iy WE-FEREFEAREELENTE @iy disclosures — information relating to new risks arising from
B LA J% onfe] 5 28 B (R R 22 2R 580E /O the reform and how the transition to alternative benchmark
S8 ° rates is managed is to be disclosed.
B HME2020F1 A1 BEEERKINAERZ E There are no other HKFRSs or interpretations that are effective from
B GRS R REe R ASEEEAY 1 January 2020 or not yet effective that would be expected to have a
2o material impact on the Group.
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Consolidation

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

(a) Subsidiaries

A subsidiary is an entity (including a structured entity) over which
the Group has control. The Group controls an entity when the
Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those
returns through its power over the entity. Subsidiaries are
consolidated from the date on which control is transferred to
the Group. They are deconsolidated from the date that control

ceases.

The acquisition method of accounting is used to account
for business combinations by the Group. The consideration
transferred for the acquisition of a subsidiary is the fair values
of the assets transferred, the liabilities incurred and the equity
interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from
a contingent consideration arrangement. Acquisition-related
costs are expensed as incurred. Identifiable 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 statement
of comprehensive income.
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2. FEEHBE#SEm@ 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
22 FEMBHEFK@® 2.2 Consolidation (Continued)
(F) K1/& 2 a] ) (a) Subsidiaries (Continued)
SEARFMZIRS  BHEAERZIZ N Inter-company transactions, balances and unrealised gains
i TR - FRIER ZIRMEREEREZ on transactions between group companies are eliminated.
B REREEIT TR - MBARZ Unrealised losses are also eliminated unless the transaction
SETBUREAEN 2 2 B 5 DARE(R BN & B3R provides evidence of an impairment of the asset transferred.
N2 B —BY © Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by
the Group.
AAYERT B A B3R A PTUER Y AR S AT EL AR Impairment testing of the investments in subsidiaries is required
BERMABMEMEERERE - EHEB upon receiving a dividend from these investments if the dividend
SEATSERR N 2 A BRE (B R R H AR S B exceeds the total comprehensive income of the subsidiary in
BHREARIKE S 2 FEE(BEEE) B the period the dividend is declared or if the carrying amount of
EER @ ABRZFREEREAR - the investment in the separate financial statements exceeds the
carrying amount in the consolidated financial statements of the
investee’s net assets including goodwill.
(Z) BERPZEHIERRZX S (b) Transactions with non-controlling interests
REBBEZIEHIARR 2 R R AHEAR The Group treats transactions with non-controlling interests as
AIRAIFE AZR S o 1RSI AR SR i transactions with equity holders of the Company. For purchases
i 2 WiEF - R AAE BN B from non-controlling interests, the difference between any
NAE R 2 FE EREE C =8N R consideration paid and the relevant share acquired of the
BRTERR o [MZ PEHIRE N R i am I B 2 e Bk carrying value of net assets of the subsidiary is recorded in
BB I A SRR o equity. Gains or losses on disposals to non-controlling interests
are also recorded in equity.
i 268 B 52 B RS AR AR A - (EfRIIR B HE When the Group ceases to have control, any retained interest
HIEENFTEEEATE  REECEE in the entity is remeasured to its fair value, with the change in
RERRER - BREUZREERIEHREA carrying amount recognised in profit or loss. The fair value is
A HEEHEESeRmEEN SRR the initial carrying amount for the purposes of subsequently
B bz ATERAVIIAREE © 1o - accounting for the retained interest as an associate, joint
FRRZE RS S R A E M 2 E W 2 25 venture or financial asset. In addition, any amounts previously
BEEASEERELEEREESAGBRRE - recognised in other comprehensive income in respect of that
EREREHERAEMEE N E 7 BEEFEN entity are accounted for as if the Group had directly disposed
DEEEER - of the related assets or liabilities. This may mean that amounts
previously recognised in other comprehensive income are
reclassified to profit or loss.
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

2.

2.2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Consolidation (Continued)
(c) Associates

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

The Group’s share of its associates’ post-acquisition profits
or losses is recognised in the income statement, and its share
of post-acquisition movements in reserves is recognised in
reserves. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment. When
the Group’s share of losses in an associate equals or exceeds
its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless
it has incurred obligations or made payments on behalf of the
associates.

The Group determines at each reporting date whether there is
any objective evidence that the investment in the associate is
impaired. If this is the case, the Group calculates the amount of
impairment as the difference between the recoverable amount of
the associate and its carrying value and recognises the amount
adjacent to “share of results of an associate” in the 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
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 dividend received and receivable.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.2 Consolidation (continued)

(d) Jointly controlled entities

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

The results and assets and liabilities of jointly controlled entities
are accounted for using equity method of accounting. The
consolidated income statement includes the Group’s share
of the results of jointly controlled entities for the year, and the
consolidated statement of financial position includes the Group’s
share of the net assets of the jointly controlled entities.

2.3 Interest income and expense

Interest income and expense are recognised in the income statement
for all debt instruments measured at amortised cost and fair value
through other comprehensive income using the effective interest
method.

The effective interest method is a method of calculating the amortised
cost of a financial asset or a financial liability and of allocating the
interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the financial
instrument or, when appropriate, a shorter period to the net carrying
amount of the financial asset or financial liability. When calculating the
effective interest rate, the Group estimates cash flows considering all
contractual terms of the financial instrument (for example, prepayment
options) but does not consider future credit losses. The calculation
includes all fees and points paid or received between parties to
the contract that are an integral part of the effective interest rate,
transaction costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets has been
written down as a result of an impairment loss, interest income is
recognised using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.4 Fee and commission income and expense

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

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

Revenue related to transaction-based arrangements such as
interchange, broking services and import or export services is

recognised at the point in time when the transaction takes place.

2.5 Dividend income

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

2.6 Financial assets and liabilities

Measurement methods

Amortised cost and effective interest rate

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

26 TRIEEREE@® 2.6 Financial assets and liabilities (Continued)

B E ) Measurement methods (Continued)

HERAR AN BRR A= () Amortised cost and effective interest rate (Continued)

ERMEEASeMEENSR B BEAEEE The effective interest rate is the rate that exactly discounts estimated

BERZ AR KRR S BTN AZEREE Y future cash payments or receipts through the expected life of the

BR 48 (8 (BN E R DR E 22 Al 2 BEERE AR ) financial asset or financial liability to the gross carrying amount of a

RERBE MK A ZERMIRE - ZitEY financial asset (i.e. its amortised cost before any impairment allowance)

EELEREEFEREE THBRKEEERT or to the amortised cost of a financial liability. The calculation does

BRREGHA « im B IR R 2 F&E not consider expected credit losses and includes transaction costs,

=B flunzErTE - SREASNREZEERE premiums or discounts and fees and points paid or received that are

SREE(BRIBRERBEEEEREZSHE integral to the effective interest rate, such as origination fees. For

BE) AEEGELEERARCERNE - Hize purchased or originated credit-impaired financial assets (assets that

BEE RN AMIIERETDAERTABREE are credit-impaired at initial recognition) the Group calculates the

EEHEFARRBEERFEMAH © 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.

EAEEBIRKRESRZATEER @& When the Group revises the estimates of future cash flows, the

EdefAE2 B REEHERARERH X carrying amount of the respective financial assets or financial liability

BRI LSt BE M AR o (&SR AT is adjusted to reflect the new estimate discounted using the original

R o 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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)

Financial assets

(i) Classification and subsequent measurement

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

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

° 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:

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

o the cash flow characteristics of the asset.
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NOTES TO THE FINANCIAL STATEMENTS

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)
Financial assets (Continued)
(i) Classification and subsequent measurement (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 income statement in the
period in which it arises.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)
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(i) Classification and subsequent measurement (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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2.

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(i) Classification and subsequent measurement (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 OCIl 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 payments is established.

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

POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(i) 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;

° 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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2.

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

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.

° 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.

o Change in the currency the loan is denominated in.

° 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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2.6 Financial assets and liabilities (Continued)

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:

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

° 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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2.

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

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 as subsequently measured at amortised cost, except
for:

o 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;

° 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

o Financial guarantee contracts and loan commitments.
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2.

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)

Financial liabilities (Continued)

(i) 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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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:

. The amount of the loss allowance; and

° The fee received on initial recognition less income recognised in
accordance with the principles of HKFRS 15.

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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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

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 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 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. The adjustment to
the carrying value of a hedged equity security and remains in
retained earnings until the disposal of the hedged item.

(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 income statement under “Net trading
income”. For derivatives that are managed in conjunction with
designated financial assets or financial liabilities, the gains and
losses arising from changes in their fair value are included under
“Net trading income — Net gain/(loss) on financial instruments at
fair value through profit or loss”.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



2. FEEHHEHMEm@

29 HETMIA

WA ARITARENHER LD HRCERAR
WHEREEZRENEREENRKEERER
EREERAGERERELE - BRIFHRERY
BIRRR A2 < JEE AR BIBITREMNBERE
M AR IR EM - TE—REFBIEH A KA A
REXEF-BHBREYN  BEBREILBE
B - AR ZER BT ©

210 HEREETHZ

ERHENBLE RS QBERE]) 2&5mal
HZHRSUFRAECEENESEH EMIRT
ZRER - RITFHRREMIRE RIRIRT 2R
ZaEmhR((RALEREDMBAZEREL
BEERRBRTEMRITHIELERRER
e HEBHLBEE L ZREENSRIERER
BERNEZEZBHADRAE - B TRBIEF
Z @5 AREETBEHRKRA o

BRZEFREETE=FRFEBARBER
BERERARKSEHBREBEEREERAI - BT
SEMBEHRAER - BREBF <HEAETAE
ERZEBARTEAR °

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

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 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 financial statements.

Securities borrowed are not recognised in the 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. FEHBEHME@® 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

211 REIEE 2.11 Repossessed assets

B EERREE 2 ER TS WA - WEMK Loans on which collateral assets have been repossessed are not

TASL R AR B AE 2 & BB B E BRI AR - derecognised and are carried in the statement of financial position with

MIERENERME @+ AEBRBEELZHESE appropriate amounts of impairment allowances made. In the case of

B 2 < T 17150 LA P 45 B i K [ LA L 4 480 G 2 E AT delinquent loans on which collateral assets have been foreclosed and

MISEELEHERE  HBZERDHRIERE repossessed by the Group pursuant to legal arrangements or court

R ZATEUAMBEERERGE 2 EERIEBHEN orders, and with the legal title of the assets having been passed to the

SRR ZEERREMIEE —HEMEEJET - Group, such loans are derecognised. The foreclosed assets held for
resale are included in “Advances and other accounts — Other assets”.

212 DIERE 2.12 Segment reporting

BEEBHEZ 23R N EF £ B EFERKAR Operating segments are reported in a manner consistent with the

2 ABRETR - T22EREARME internal reporting provided to the chief operating decision maker. The

BB BRI TS 2 2ENIERKRIE 2 Atk chief operating decision maker is the person or group of persons that

—HAfL c AEBEEIEETRARKNTEES allocates resources to and assesses the performance of the operating

(TATZEEE KEREEEEERKA ° segments of an entity. The Group has determined the Chief Executive
and members of the Executive Committee (“EC”) as its chief operating
decision maker.

FBEENPBRIZRPIRAFELEELET  PBEZ All transactions between operating segments are conducted on an

M R ARG BRI - TEEEENE arm’s length basis, with inter-segment revenues and costs being

ZRER S AEEEESEEE KRR eliminated on consolidation. Income and expenses directly associated

i o with each segment are included in determining operating segment
performance.

RIRBBMBERERNES R 2T - AEEH A Based on the requirements of HKFRS 8, the Group has the following

THIE : EARIT - BERIT - BEEH - B segments: Personal Banking, Commercial Banking, Treasury, Overseas

ERIT I EAMD Banking and Others.
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

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 income statement.

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

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 equity.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.13 Foreign currency translation (Continued)
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(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

(i) 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 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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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14 Premises and other fixed assets

Premises comprise mainly offices and shops. Leasehold land classified
as finance lease 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 income statement during
the financial period in which they are incurred.

Leasehold land classified as finance lease commences amortisation
from the time when the land interest becomes available for its intended
use. Amortisation on leasehold land classified as finance lease and
depreciation on other assets is calculated using the straight-line
method to allocate their cost to their residual values over their estimated
useful lives, as follows:
- Premises Over the remaining period of lease
- Furniture, fittings, equipment Over the estimated useful lives

and motor vehicles generally between 3 and
10 years

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 income

statement.
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2. FEEHHEHMEm@ 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.15 ®REYE 2.15 Investment properties
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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 income statement during the financial period in which
they are incurred.

Changes in fair values are recognised in the income statement.
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

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
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 core deposits, contracts and customer relationships intangible
assets, and trade names. 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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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 indicated 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 income statement, except to the extent that it
relates to items recognised directly in other comprehensive income. In
such case, the tax is recognised in other comprehensive income within
the corresponding item.

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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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

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 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 financial
assets at FVOCI, which is charged or credited directly to equity, is also
credited or charged directly to equity and is subsequently recognised
in the income statement upon the realisation of relevant investments.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.19 Employee benefits

(a) Pension obligations

The Group offers a mandatory provident fund scheme and a
number of defined contribution plans, the assets of which are
generally held in separate trustee-administered funds. These
pension plans are funded by payments from employees and by
the relevant Group companies.

The Group’s contributions to the mandatory provident fund
schemes and defined contribution retirement schemes are
expensed as incurred. Other than mandatory provident fund
contribution, the Group’s contributions may be reduced by
contributions forfeited by those employees who leave prior to
vesting fully in the contributions.

(b) Share-based compensation

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
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 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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



@ @ @
2. FEEHHEHMEm@

2.19 EETHN @)
(A) ESEZRE

RERZFEMEBRGKREENCERER
RERGERER - REERESHRDHER
RERBMEZ 2 FREEARBIKERZ G
STREELRE -

(T) #Z:18

EASERAEBRHERSG AL 2 ANk
HERMNEZESEE - MAMSHEAERSH
Rig1218 A NIE L BE AT St (A TRy - Al
ZREF 2 B ERRHER o

2.20 BE

HWARBRBEEHMELNE ZRAEER
T JReARBREIMERLBEERRKZA
BEUERR I SERERRAR AN « KA
B2 RBIFL A S fhatBs - RIFHREANA R
ARREZER EARBERKLHEERER
AR IPEBEINIR o R E BB TSR SRR o

WA ZEREE ER - BEZSEEERERL
AR RBE T2 AR BERE - AMEER—8
RIEEAER BB EBIER 2 AT E SR
/N IR BRI RERR R o

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.19 Employee benefits (Continued)
(c) Employee leave entitlements

Employee entitlements to annual leave and long service leave are
recognised when they accrue to employees. An accrual is made
for the estimated liability for annual leave and long service leave
as a result of services rendered by employees up to the end of
the reporting period.

(d) Bonus plans

Liabilities for bonus plans due wholly within twelve months after
the end of the reporting period are recognised when the Group
has a present or constructive obligation as a result of services
rendered by employees and a reliable estimate of the obligation
can be made.

2.20 Provisions

Provisions for restructuring costs and legal claims 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. Restructuring provisions comprise lease
termination penalties and employee termination payments. 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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Leases in which a significant portion of the risks and rewards of
ownership were not transferred to the Group as lessee were classified
as operating leases. Payments made under operating leases (net of
any incentives received from the lessor) were charged to profit or loss
on a straight-line basis over the period of the lease.

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,

o variable lease payment 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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NOTES TO THE FINANCIAL STATEMENTS

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

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:

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

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

not have recent third party financing, and

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

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

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

. the amount of the initial measurement of lease liability,

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

° any initial direct costs, and

o restoration costs.
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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.

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
Group’s 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
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
amount of cash and are subject to an insignificant risk of changes in
value.
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NOTES TO THE FINANCIAL STATEMENTS

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

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

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.
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NOTES TO THE FINANCIAL STATEMENTS

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

3. FINANCIAL RISK MANAGEMENT (Continued)

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 of 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. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
31 EASmMIARR 3.1 Strategy in using financial instruments
AEBEEXEBHEERTRAFHZELTK The Group accepts deposits from customers at both fixed and floating
WAL ERS 2 & £ 18 B A & 1E 58 Bl /0 & 2= LA BREX rates, and for various periods, and seeks to earn positive interest
BERA - REESRKERESHRE S RIER margins by investing and lending these funds in a wide range of
SFEE L RRE 2RI EZESEZWA assets. The Group seeks to increase these margins by consolidating
R RFS 52 mB & & LA ] gE B 2 P short-term funds and lending for longer periods at higher rates, while
BRI HER - maintaining sufficient liquidity to meet all claims that might fall due.
AEEMREERBRTSER  BBRAEHER The Group also seeks to apply its interest margins through its
ZEBRABERFEREE - ARAEFWHREE lending to commercial and retail borrowers and to charge customers
ERERAE -  MEFBRRINESREEARR appropriate fees and commission, taking into consideration credit risk
NZERRBR - TP RAEBREERREA and market conditions. Such exposures involve not just on-balance
A PIERAE - BARE REAMRE sheet loans and advances, as the Group also enters into guarantees
and other commitments such as letters of credit, performance bonds
and other bonds.
REETTBAZZMEENZZ([HINZZ]DE The Group also trades in financial instruments where it takes positions
EREMETIAze/mT A - #BEEFS  EF in exchange-traded and over-the-counter (“OTC”) instruments,
BB RAE QREBREFE EESHER including derivatives, to take advantage of short-term market
SRBUEHTRRE 2 S FERR ° BRiEE movements in equities and bonds and in currencies and interest rates.
R HEAN - B EINE R T 2 B — AR ART 32 The Board places trading limits on the level of exposures that can
HiEFE (BEERPEMBHF 225 )5FAE be taken in relation to market positions. Apart from specific hedging
PTAHETEEEH - B EHEEMSREERZ arrangements, foreign exchange and interest rate exposures are
IR E)FE ° 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.
AN 62 [ 71 FE PR R =R R R EL At K1 FR 4T A T B DU The Group also uses interest rate swap and other interest rate
BT ESHPLSTELBEEATFETRIELAE derivatives to mitigate interest rate risk arising from changes in interest
AEELEAZFERR - ETERIARBER rates that will result in decrease in the fair value of fixed rate assets or
EEE A - ¥RIEE 2 AET - BIEEEIHRIER increase in the fair value of fixed rate liabilities. Part of these financial
S FE - HAHARER  BRESAFEE instruments are designated as fair value hedges, and the terms of
TH B MR R M RC 8% - TRA BIR ¥R IF IR T8 hedge including hedged item, amount, interest rates, hedge period
R AR TR REERCR REEEHTE and purpose are determined and documented at the inception of each
BB o WA FEE AT EE PSR fair value hedge. Hedge effectiveness is assessed at inception on a
KA BRI - Bl R st AR R AT prospective basis and is reassessed, on an ongoing basis, based on
B RBBEREL ° 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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NOTES TO THE 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)

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 (mainly LIBOR
and HIBOR). 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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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

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

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

Fair value hedges 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:

(i) changes in market liquidity and bid-ask spread of the debt

securities;

(i)  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;

(i)  changes in interest rate sensitivity at different fair value level;

(iv) 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

(v)  differences in maturities of the interest rate swap and the debt
securities held or the certificates of deposit issued.
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
31 EAESRTARK@ 3.1 Strategy in using financial instruments (Continued)
31 BERBEEREAETEEZITET 3.1.1 Derivatives held for risk management and hedge
A accounting (Continued)
FIRE Mz D FEY @) Fair value hedges of interest rate risk (Continued)
AR BRRE T AR =i Y ) 2 @ b A B S The Group held the following interest rate swaps as hedging
ZHHT A instruments in fair value hedges of interest risk.
Z|E A
2020%12H31H 31 December 2020 Maturity
1FHUR 1FBE 5 F Lk

Less than Z5%  More than
REER - R EE R Risk category - interest rate risk 1 year 1-5 years 5 years
HHETZARE-TTRE Hedge of issued liabilities - certificates of

deposit
[EIfE Nominal amount 1,456,811 100,000 -
19 ] E A 2 Average fixed interest rate 1.13% 2.55% -
BT BEIAEER Hedge of issued liabilities — subordinated
notes

H{E Nominal amount 1,937,913 1,744,121 =
9 ] E F = Average fixed interest rate 4.25% 5.00% =
HHREITCBE-EE Hedge of issued liabilities — borrowing
H{E Nominal amount 813,923 = =
19 ] E A 2 Average fixed interest rate 3.25% - -

b g 2 A A FEE A E %) Hedge of debt securities held at fair value

AT A A2 E W R A E 2 through other comprehensive income
H{E Nominal amount 1,826,676 13,395,237 7,719,326
9 ] E F = Average fixed interest rate 4.34% 3.84% 3.54%

HRIE R 2 ARSI BR A Hedge of debt securities held

BB S at amortised cost
H{E Nominal amount - 5,950,602 7,040,029
S B E A = Average fixed interest rate - 3.28% 3.32%
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
31 EAESRTARK@ 3.1 Strategy in using financial instruments (Continued)
1.1 HERBEERY FETEESIHTLET 3.1.1 Derivatives held for risk management and hedge
A accounting (Continued)
FIRE Mz D FEY @) Fair value hedges of interest rate risk (Continued)
F|H B
201912 H31H 31 December 2019 Maturity
1F AR 1FLAE 5 F LA E

Less than E56 More than
[ B 48 1| — ) == R Bz Risk category — interest rate risk 1 year 1-5 years 5 years
HHETZARE-TTRE Hedge of issued liabilities — certificates of

deposit
[T Nominal amount 4,447,271 470,000 -
19 ] E A 2 Average fixed interest rate 2.26% 2.20% -
HhEIT 2 BEIAEER Hedge of issued liabilities — subordinated notes
H{E Nominal amount 1,752,008 3,698,682 -
S5 ] E A = Average fixed interest rate 6.63% 4.61% -
HHBE T BBE-EE Hedge of issued liabilities — borrowing
HE Nominal amount = 817,604 =
5 ] E F = Average fixed interest rate = 3.25% —
HhiEE 7 WA FEFE B HEF) Hedge of debt securities held at fair value
FTAEMEEEENEEES through other comprehensive income
H{E Nominal amount 1,020,058 11,088,515 9,556,679
19 ] E A = Average fixed interest rate 3.78% 4.06% 3.59%
HIFR 2 AR AT BR A Hedge of debt securities held
BEIEES at amortised cost

HE Nominal amount = 1,405,242 4,029,446
A4 [E R Fl = Average fixed interest rate _ 3.81% 3.63%
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.1

Strategy in using financial instruments (Continued)

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

Fair value hedges

BREEREREE 2B

The amounts relating to items designated as hedged items were as

follows:
2020
REEFBRRZAE
RN E20208 BLREHMRERES
AN ZEFHHER 2ATE
BEENIRAREE HEMELY  WHEEAELHE
ZHWRRZATE ZAVEEH  Accumulated amount
HhRBALER Change in of fair value hedge
Accumulated amount of value subject to  adjustments remaining
fair value hedge adjustments  g1seurn 2 ir hedgeusedfor inthe statement of
on the hedged item included g 558 calculating hedge  financial position for
SREE inthe canying amount | ine jtem in the ineffectiveness  any hedged items that
Carrying amount of the hedged item statement of financial for 2020 have ceased to be
BE =1 BE &  position in which the #Z(B)  adjusted for hedging
Assets Liabilities Assets Liabilities  hedged item is included Note (a) gains and losses
FiE - 1,561,697 - 4886 EE{THFNE (10,964) -
Certificates of deposit Certificates of deposit
issued
#ERR - 3828458 - 146424  (RERH (87,553) -
Subordinated notes Subordinated notes
fBE - 818,715 - 4792  FIER 4,354 -
Borrowing Deposits from banks
BEJOATESEEEETHA 244972711 - 1,442,337 - DAVEA2EHEEY 906,548 -
A2 AR ERES AR 2 R
Debt securities held at fair value SHEE
through other comprehensive Financial assets at
income fair value through
other comprehensive
income
BENESHATRNERES 13812919 - 822,288 - DB 328,174 -
Debt securities held at amortised SREE
cost Financial assets at
amortised cost
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S B T 0 T A DAy, Bk
3. HMBEREE@ 3. FINANCIAL RISK MANAGEMENT (continued)
31 ERAEMIARE@m 3.1 Strategy in using financial instruments (Continued)
.1 BEREBREERY PETSEESITET 3.1.1 Derivatives held for risk management and hedge
H ) accounting (Continued)
DR EE R (E) Fair value hedges (Continued)

EREERYTIEE 22 BHT : (&) The amounts relating to items designated as hedged items were as

follows: (Continued)

178

2019
REAEHHRRRAR
e AR E R R
ZAEMEER 2 ATE
BREHFAREER BiE01E  YHIRERLE
ZHWARZATE HMAM Acoumulated amount
HRZRAELR mETRES of fair value hedge
Accumulated amount of ZATEEE  adjustments remaining
fair value hedge adjustments g iin fym e Change in in the statement of
onthe hedged tem included 34357 1 value subjectto  financial position for
A in the carrying amount Line item in the hedge used for  any hedged items that
Carrying amount of the hedged item statement of financial calculating hedge have ceased to be
BE af& EE BfE  position in which the ineffectiveness  adjusted for hedging
Assets Liabilities Assets Liabilities  hedged item is included for 2019 gains and losses
B - 4911074 - (6997) EEMERE (10,562) -
Certificates of deposit Certificates of deposit
issued
{#EE - 5510,181 - 50491  REEH (100,942) -
Subordinated notes Subordinated notes
- - 826,811 - 9207  HOER (13,791) -
Borrowing Deposits from banks
FEZOATESEEEETHA 22417170 - 465,052 - NATEHEEEES 756,797 -
A2 A ERE S st AR {2 E e
Debt securities held at fair value SRAE
through other comprehensive Financial assets at
income fair value through
other comprehensive
income
B AR AR E) 5,651,040 - 216,352 - DB 105,546 -
Debt securities held at amortised Financial assets at
cost amortised cost
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.1

Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge

accounting (Continued)

Fair value hedges (Continued)

The amounts relating to items designated as hedging instruments and

1k hedge ineffectiveness were as follows:
2020
RRGHE
20205
gl e
ZAVEED
Change in
BBRERAEE fair value used N6
HHhIEVIER for calculating ZHHEH
EEE Line item in the hedge Ineffectiveness ~ WmEEAES
T statement of financial  ineffectiveness recognisedin ¥ &M ZIEE
HfE ying position where the for 2020 profit/(loss; Line item in profit or
Nominal &f8 hedging instrument Z(F) #(F)  loss thatincludes
amount Assets  Liabilities is included Note (a) Note (@)  hedge ineffectiveness
FzmER
Interest rate risk
MR — b 1,556,811 4,689 - fTESRIA 9,671 (1,203) RATELHHEESR
Interest rate swaps - Derivatives financial TAZ S/ (58)
hedge of certificates of instruments Net gain/(loss) arising
deposit from financial
instruments subject to
fair value hedge
Fleia B — Ehig (EE T 3,682,034 146,314 - (TESRIA 88,423 870 FATEHFNEESE
Interest rate swaps - Derivatives financial TR 5/ (B8)
hedge of subordinated instruments Net gain/(loss) arising
notes from financial
instruments subject to
fair value hedge
MEREH - e E 813,923 4,720 - (TEEBMIA (4,266) 88 FATELURNEELE
Interest rate swaps - Derivatives financial TRz3kE/(B#)
hedge of borrowing instruments Net gain/(loss) arising
from financial
instruments subject to
fair value hedge
MEmEH— S a7 VA TE 22,941,239 940 1436209 {TASRIE (904,718) 1,830 FAATEEOEACR
SrE AHEEHI AL MRE Derivatives financial TR ZFKa/ (BE)
W E%ES instruments Net gain/(loss) arising
Interest rate swaps - from financial
hedge of debt securities instruments subject to
held at fair value through fair value hedge
other comprehensive income
Fi i — S g 2 AR 12,990,631 33,168 855,309 {THESRIA (328,774) (600) AATFEIHHMEASH
XS B A (TS 5 Derivatives financial TR 25/ (BB)
Interest rate swaps - instruments Net gain/(loss) arising
hedge of debt securities from financial
held at amortised cost instruments subject to
fair value hedge
e Note:
() ERNEaABERNSRATEE AN - A (@)  The amount of hedge ineffectiveness recognised in profit/(loss) for each

WEPIHE R FEANBEZES R EHE 2 EHT
ENATEEDNEMER -

category of fair value hedges is the difference between the change in
value of the hedged item subject to hedge in the current year and the
change in fair value of the corresponding hedging instrument in the

current year.
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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

NG hedge ineffectiveness were as follows: (Continued)
2019
RS
20194
FBRRRABE EIp S
IR ZIER ZATEES
Line item in the Changeinfar  HERNK&EER Kakres
R statement of financial value used for ZERERN EhRNZIAR
HE Carrying amount position wherethe  calculating hedge  Ineffectiveness  Line item in profit or
Nominal BE Bf& hedging instrument ineffectiveness recognised in  loss that includes
amount Assets Liabilities is included for 2019 profit/(loss)  hedge ineffectiveness
M=
Interest rate risk
M B — S 5 4917,271 1,283 6,247 fTESBIA 10,352 (210) AATEHANEHLR
Interest rate swaps - Derivatives financial TRZ3kE/(B8)
hedge of certificates of instruments Net gain/(loss) arising
deposit from financial
instruments subject to
fair value hedge
MR i 2 — Hb iR (BB 5,450,690 58,929 494 FIESRTA 100,923 (19 RATFEHHOEBSRE
Interest rate swaps - Derivatives financial TAZRNE/(518)
hedge of subordinated instruments Net gain/(loss) arising
notes from financial
instruments subject to
fair value hedge
MEREH - e E 817,604 9,048 - {TESRIA 13,870 79 RAATEEROEBLR
Interest rate swaps - Derivatives financial TAZ3kE/(B#)
hedge of borrowing instruments Net gain/(loss) arising
from financial
instruments subject to
fair value hedge
FlRBE - EZADTE 21,665,252 36,903 496,334 fTHEERTIA (750,221) 6576 AATEHMNIEESH
STERESHHALMER Derivatives financial TRZ3%kE/ (B8)
YR E%ES instruments Net gain/(loss) arising
Interest rate swaps - from financial
hedge of debt securities instruments subject to
held at fair value through fair value hedge
other comprehensive income
MRS — S 2 AR 5,434,688 4,001 219507 fTASRIA (104,791) 755 BATEHMOERSRE
AT R B E S Derivatives financial TEZ 3/ (BiR)
Interest rate swaps - instruments Net gain/(loss) arising
hedge of debt securities held from financial
at amortised cost instruments subject to
fair value hedge
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NOTES TO THE FINANCIAL STATEMENTS

(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 are
all chaired by the Chief Executive 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 retail 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 financial statements. This will determine the updated
internal credit grading.

Using the internal observed default rate supplemented with external
default data, and by applying statistical methods, PD master scales
are calibrated to arrive at the PD for each credit grade.
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3. 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
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.

o 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.

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

o 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
(Stage 3).
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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):
BYRERE2EEEREE
Change in credit quality since initial recognition
< >
B ER 1 PEER 2 FEER 3
Stage 1 Stage 2 Stage 3
(VAR (EERR B ¥naTERE AR IN) (EEREEE)
(Initial recognition) (Significant increase in credit risk (Credit-impaired assets)
since initial recognition)
1218 A B e e B 518 2 EESEEER 2 EFEAEEETE
12-month expected credit losses Lifetime expected credit losses Lifetime expected credit losses

2 55 [ 5t 2 I AR TR BR AN 2 3 2 B R0 R BR s At 40
¢

3221 fSERERAIREE M

EHAUT—ES HEABAEER AT
BB IR S E R ATE D -

o  SEFHEAME - BINMEEFRLIREKR
THEE - AIRETIEBEIFRERT
SBERRARIHCER R 2 B FE—K

o HEEAAHE BEANEENRLRE
2 E—RERRZME

o EaHAK([EHBEZ])EE30XR

s NERMAATME  BEERACEZRA[RAF

5]

s EERACKREFEZREER(BERE
BNZERAE2BRREHET - DBZE
RZRETHEIERA 2 BN RERIZ 5
BT ZBATBEIE o

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

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

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

The Group has not used the low credit risk exemption for any financial
instruments in the year ended 31 December 2020 and 2019.
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;

° 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 being default; and

o the disappearance of an active market for a security because of
financial difficulties.
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3. HKEREEm 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FERR@ 3.2 Credit risk (Continued)
322 FBHISEEEE @) 3.2.2 Expected credit loss measurement (Continued)
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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.

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

° 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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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

(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)

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.

° 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.

° 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 utilized amount at default based on utilisation rate.
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 FERR@ 3.2 Credit risk (Continued)

322 FAHEEEATE @ 3.2.2 Expected credit loss measurement (Continued)

3223 STEFEHIGEER - 28  BRERGESZE 3223 Measuring ECL - Explanation of inputs, assumptions and

2 S EA () estimation techniques (Continued)

128 AR 22 BNBRENIRENELE The 12-month and lifetime LGDs are determined based on the

el 2HETE - HBEETRRER KT factors which impact the recoveries made post default. These include

HEZEBREE  BRFIHEZmS RAE collateral type and projected collateral values, historical discounts to

B2 BEE - WEFAERRE &R R 2B market/book values due to forced sales, time to repossession and
recovery costs observed.

Er12EABEREHZEORAE  BHERR Forward-looking economic information is also included in determining

ABEREOBRERTEEARESEER - 2 the 12-month and lifetime PD, EAD and LGD. Refer to note 3.2.2.4 for

RT3 2 4RI LR EEM KA B S EE an explanation of forward-looking information and its inclusion in ECL

o calculations.

ATEEBEEEEC HARESEEHEENE The assumptions underlying the ECL calculation, such as how the

R (FIATHE R AA R 2 BB R S REHR R E maturity profile of the PDs and how collateral values change etc., are

B2#F)) - regularly monitored and reviewed.

3224 MATHIEEFBAERE ZAIEEER 3224 Forward-looking information incorporated in the ECL models

FEERBRAEE I ERBHEEBECTE The assessment of SICR and the calculation of ECL both incorporate

BWARIEMEER - REBEETBEISTRR forward-looking information. The Group has performed historical

RrEEERke F2RBEEANRERHEE A analysis and identified the key economic variables impacting credit risk

HEEBENTE - and expected credit losses for each portfolio.

ZELEGFHNEHELNAE  BL R R IE These economic variables and their associated impact on the PD, EAD

REHNBRE 2 HAXE2REeRTITAME - @12 and LGD vary by financial instrument. Expert judgement has also been

Wb fE R B AT o B TR RS R A applied in this process. Forecasts of these economic variables (the

B I E KT R 2 S B B BB ([ & “base economic scenario”) are provided by some economic research

KOBIGIR ) Rgh T — A5 2 & BB B iR i (= institutions and the in-house economic research team on a regular

&1 o BLEBBTEAIER (B TN —{EsFE ) 2 LB Z Em basis and provide the best estimate view of the economy over the next

T REBAERR 2 ZLRRRATI2R five years. For the economic variables out of the forecasting periods

SITEZZ2HEORBARR MGG o ZELEE (i.e. after the next five years), the point-in-time default risk level at the

HHBAOXAE  EORBAERENBREZ last forecasting period is referenced to estimate the lifetime default risk

ERARBT CENERBRARHZZEH 2 level of each instrument. The impact of these economic variables on

HEMETZHHREDMMETE ° 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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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

(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)

3.2.24 Forward-looking information incorporated in the ECL models
(Continued)

At 31 December 2020 and 2019, the Group concluded to have two
additional scenarios to capture possible outcomes beyond those under
the base economic scenario, namely the good and the bad scenarios.
The good and bad scenarios are set with reference to the historical
observations of the macroeconomic factors and the Group’s loan loss
experience over a period of 20 years. The scenario weightings are
determined by a combination of statistical analysis and expert credit
judgement, taking account of the range of possible outcomes for each
chosen scenario.

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.

As with any economic forecasts, the projections and likelihoods of
occurrence are subject to a high degree of inherent uncertainty and
therefore the actual outcomes may be significantly different to those
projected. The Group considers these forecasts to represent its best
estimate of the possible outcomes that the chosen scenarios are
appropriately representative of the range of possible scenarios.
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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)

Management judgements and overlay

During the year, the COVID-19 pandemic had led to a rapid
deterioration in business conditions and unprecedented economic
uncertainty globally and a greater difficulty in determining ECL
calculations, which require the consideration of various forward-
looking economic parameters and forecasts, and the likely evolution
of credit risk and default. Highly uncertain and volatile macroeconomic
forecasts driven by the COVID-19 significantly impact the performance
of the ECL models with the modelled ECL outcomes overly sensitive
under such extreme conditions. Moreover, the scale and nature of the
COVID-19 had led to governmental actions globally to apply social
distancing requirements or even lock-down measures, while providing
support to their economies and offering relief to those sectors severely
impacted by the pandemic. These factors impacted the practices
or operations of our customers and thus would also affect the
performance of our ECL models. Against this background, the Group
has been monitoring the outputs of the ECL models closely, and
undertook additional risk management procedures and risk assessment
involving credit expert judgement in the measurement of ECL for 2020.

Considering the various support and relief measures offered by
the governments, in particular the Pre-approved Principal Payment
Holiday Scheme supported by the HKMA, in 2020, a longer term view
on the forward-looking development of the portfolios was considered
appropriate, as part of a process to work out an appropriate
adjustment, to balance the rather sensitive model outputs driven by
the uncertain and short-term movements in economic forecasts.
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NOTES TO THE FINANCIAL STATEMENTS

(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)

3.2.24 Forward-looking information incorporated in the ECL models
(Continued)

Management judgements and overlay (Continued)

In addition, the Group conducted detailed thematic reviews on the
major portfolios, supplemented by scenario analysis where appropriate,
to formulate credit expert judgement on portfolio development and the
appropriate amount of management adjustment to ECL allowances
based on ECL model outputs. The resultant adjustments during the
year include management overlays to increase ECL allowances for
the retail and commercial banking portfolios to align with longer-term
relationships between unemployment and the pressure on corporate
borrowers induced by COVID-19 and borrower defaults. On the other
hand, management underlay was made on the Treasury portfolios
to suppress the overestimated default risk predicted by the models
which was not observed in the portfolio, and was not in line with
external credit rating agencies and internal credit assessment. As of
the end of December 2020, the amount of management adjustments
on top of ECL model outputs as a percentage of the balances of the
HK commercial banking portfolio, HK retail banking portfolio and HK
treasury portfolio are set out below.

EEERE
EREB SR
WEZE
Management
Adjustment as
a percentage
of outstanding

72020F12H31H As at 31 December 2020 balance
BBEERITAS HK Commercial Banking Portfolio 0.16%
BERATERITAES HK Retail Banking Portfolio 0.06%
BBV EXBEE HK Treasury Portfolio -0.18%
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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)

Management judgements and overlay (Continued)

As explained above, in the derivation of the Probability Weighted
Average ECL amount, the Group used three scenarios namely Good,
Base and Bad scenarios (see also below). Due to the overly sensitive
model results described above the ECL outputs also need to be
adjusted for the purpose of the Bad year scenario. In this regard,
historical peak default experiences were referenced to come up with
an expert judgement on the stressed probability of defaults for 2020
to replace those default rates generated by the models. This allowed
a more reasonable, but adequately stressful Bad case for 2020, such
that the existing methodology to determine the Bad scenario based on
the highest model ECL starting from 1995 could still be applied, but in
a more appropriate manner.

The above adjustments and arrangements were subject to management
review and oversight to assess reasonableness of these adjustments.
As the COVID-19 pandemic is still revolving, with the timing and path
of economic recovery still highly uncertain, the Group will put these
model adjustments under regular review to make sure that they reflect
latest market development as well as underlying assessment on the
performance of the credit portfolios.

Economic variable assumptions

In its models, the Group relies on a broad range of forward-
looking economic information as inputs, such as the forecasts of
macroeconomic factors like property price indices, GDP growth rates,
unemployment rates, and interest rates. A range of macroeconomic
factors is maintained based on statistical data tests and expert
judgement to ensure that relevant factors could be taken into
consideration in the ECL models.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



3. MBEBREE®

3.2 FEARG®

322 BRAEEREAE @)

3224 MATRMEEBEEE ZATEMEER )

AEEY T (#)

[E@E] [RFIRITRIBEDR T REE 2
RAREMERE - LHE @ [ERIBFRSBTRL
B R ABKER BB 2 — RO R
BRI REFIFI AR IBRZRARESRRZ
BERBEH 2 EREREEERE - RIEEHRE
HEEBBRIBRERANEE  MEEEEREN
FEEEBRAUBERTHIEE - St EE ER
EREBRHRE REA 215 T HIRE O E 2 BRI
FEOR KB 1B IR IR AR o

R R ZARERE

Ei A B ERZ R LB EE
Fhe —(EEZED - ERIFHEIK
BRI RELERR (KHIER
B R BRI BEARRTT R Z
[ERRER EE)

Ryf ZEREAEEERAEZRER
B(B1995F ) ZEBMAAME
ERRERPEEBRZFN

TR ZIEREAEEEARE 2 EEY
H(H1995F#8 ) = RBEAAME
EAEREHEEEBZEM - A
i - L EEE HE R B IR
R - 20195778 il A & 15 LA
KBRS R FE £ 1B P E e VAT 4% 45
MEFT S| B A 2= BRAC A TE R B9 3
EEEBEBEANRIEERTREE
KIS E - UL - BRAMR20205F[ T
RIBENENSARZRIEERSRE
HET 2 FRE S S IE HE XS Br s
TE - AR HRER S HAELE -

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

(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)

3.2.24 Forward-looking information incorporated in the ECL models
(Continued)

Economic variable assumptions (Continued)

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 from different economic research institutions and the in-
house economic research team and the “good” and “bad” scenarios
depends on the simulated ECL using a designated period of historical
macroeconomic variables. The year of the lowest simulated ECL was
assumed good scenario whereas the year of the highest simulated
ECL was assumed the bad scenario. A designated period of historical
data that covers peaks and troughs of economic cycles were selected
for this exercise to ensure the selection of scenarios stays unbiased.

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 as the year of having
lowest ECL by applying a full set of applicable
historical economic variables to the entire portfolio
starting from 1995.

Bad This scenario is determined as the year of having
highest ECL by applying a full set of applicable
historical economic variables to the entire portfolio
starting from 1995. However, as discussed in above
subsection of management judgements and overlay,
the performance of the ECL models was undermined
by the volatile macroeconomic forecasts driven
by the COVID-19 pandemic and the government
relief measures to address the pandemic. The
applicable probability of default for 2020 under the
Bad scenario was therefore determined by expert
judgement made with reference to the historical peak
default experience instead of adopting the default
rates generated by the models.
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FERR@ 3.2 Credit risk (Continued)
322 FBHISEEEE @) 3.2.2 Expected credit loss measurement (Continued)
3224 MATHIEEBBRER > AT ER (@) 3224 Forward-looking information incorporated in the ECL models
(Continued)
AR EEE 2 RE (E) Economic variable assumptions (Continued)
AR EEEE 2 ERHARBESIRET Significant period-end assumptions used for the ECL estimate are set
out as below.
S5FHAIIE 9%
Average of 1 EHATHE
5-Year One-Year
A2020F12H31H As at 31 December 2020 Forward-Looking Forward-Looking
BARMAEELEERE Hong Kong GDP Growth Rate (%) E Base 2.8% 4.8%
(Bo) Rof Good 2.9% 4.8%
TR Bad 1.3% -5.9%
BRSEEME Hong Kong Residential Property AR Base 5.8% 5.6%
BIREZZE(ADH) Price Index Change (%) RiT Good 12.1% 11.1%
TR Bad -15.5% -32.5%
BARER(BHLL) Hong Kong Unemployment i Base 4.0% 5.2%*
Rate (%) Rif Good 3.1% 3.1%*
TR Bad 6.0% 5.9%*
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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)

AEEY T (#)

R2019F12H31H

Economic variable assumptions (Continued)

As at 31 December 2019

5 HiRTHE FIH
Average of 14 HipiTRE
5-Year One-Year

Forward-Looking

Forward-Looking

BRAMEERERRE
(BAL)

BREEYE

EXEZEH(BN)

BREREZ(BAOL)

FAFHIRTIE R R R F 8 2 IR F 57

< o

# 5

RESHEBRZRAMEE  AEBETRE
EELEARAET TRKBEL S 2 AR EREE
ZREBEE DN - ARZDITRAERRELE
BHSE R AR ZE L BURARRITE 2 HAE

Hong Kong GDP Growth Rate (%) e Base 1.6% -1.3%
Rif Good 2.9% 4.8%
TR Bad 1.3% -5.9%
Hong Kong Residential Property HAE Base 4.3% 1.2%
Price Index Change (%) R Good 12.1% 11.1%
TR Bad -15.5% -32.5%
Hong Kong Unemployment EifE Base 3.5% 3.6%*
Rate (%) Rif Good 3.1% 3.1%*
TR Bad 6.0% 5.9%*
* These one-year forward-looking rates represent forecast average rates

for one year.

To derive the probability weightings for the selected scenarios, an
economic state analysis that covers a full economic cycle to estimate
the range of probabilities in different economic states is performed.
The use of historical data that covers peaks and troughs of economic
cycles is adopted for the analysis ensures that calculated probabilities

stay unbiased.
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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)

Economic variable assumptions (Continued)

To supplement the economic state analysis for more forward-looking
elements and to capture latest developments of the market and
economy, assessments are performed by the in-house economist
and the Group Risk function with expert judgement exercised for the
determination of the probability weightings application to the three
scenarios.

The weightings assigned to each economic scenario, “base”, “good”
and “bad” as at 31 December 2020 and 2019, were 70%, 10% and
20% respectively.

To reflect the updated market conditions as at 31 December 2020,
the Group adopted a set of weaker forward-looking assumptions in
the base case scenario, which is reflected in an increase in the ECL
allowances at 31 December 2020. The probability weighting assigned
to the economic scenarios, as shown above, remained unchanged.

Other forward-looking considerations not otherwise incorporated
within the above scenarios, such as the impact of any regulatory,
legislative or political changes, have also been considered, but are not
deemed to have a material impact and therefore no adjustment has
been made to the ECL for such factors. This is reviewed and monitored
for appropriateness on a quarterly basis.

Sensitivity analysis
The most significant assumptions affecting the ECL allowance are as

follows:

(i) Unemployment rates, given its impact on secured and unsecured
borrowers’ ability to meet their contractual repayments;

(i)  GDP growth rates, given the significant impact on companies’
performance and collateral valuations; and

(i)  Property price indexes, given the significant impact it has on
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)

3.2.24 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:

=5 Retail
EHEEBFENTE
ECL Impact
2020 2019
RER Unemployment rates +1% 20,294 12,580
-1% -5,569 -1,106
EEAEERE GDP growth rates +0.5% -2,408 -2,209
-0.5% 2,453 2,244
Y EEIEE Property price indices +5% -624 -284
-5% 4,571 450
G=ES Corporate
EHREERFENY
ECL Impact
2020 2019
KEX Unemployment rates +1% 17,187 128,952
1% -9,890 -65,802
FEREERE GDP growth rates +0.5% -11,753 -15,239
-0.5% 12,804 16,559
MR BIRIEE Property price indices +5% -15,880 -22,035
-5% 22,255 23,089
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 FERR@ 3.2 Credit risk (Continued)
3.2.3 JHESE e R IZEHIBEE 2 B K 3.2.3 Risk limit control and mitigation policies
REBEERERNERAIRZSEFEE ~ 17550 The Group has an established framework to manage and control
BIREEEREEREFBAEST ZRAR - BIEK concentrations risk with respect to individual borrower or counterparty
BRAIRZRZGEFEE  TEXKBERZRER group, industry or country. Exposure limits by borrower or counterparty
HE - ERHRRMKAMAEEZ S S EHER - group, industry or country are in place and their exposures are
monitored and reported to credit committees regularly.
BRAIXRZEFEEzESREBBEEUER The large exposure limits to borrower or counterparty groups are
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capital based while the limits for industry are relative to the size of the
overall credit portfolio. 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 case 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. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FERR@ 3.2 Credit risk (Continued)
3.2.3 JRUER[E f R IEHIBEE 2 B (&) 3.2.3 Risk limit control and mitigation policies (Continued)
() BERRBR (@) Loans and advances
ANEE SRR ML T BIERRER The Group has guidelines on the acceptability of specific classes
RERH A Z MR RS - EEEARER of collateral for securing loans and advances. The principal
V=3 collateral types are:
. AR . Mortgages over properties;
o BRI EE NG E RERER e Charges over business assets such as premises and
accounts receivable;
. EH e TANEBIFTRE e Charges over financial instruments such as debt securities
and equities;
. EHER e Charges over deposits; and
. HEARILER o . Charges over shares.
IEON - EAEERE R EERA G B ZER] In addition, in order to minimise credit loss, the Group will, where
ERRBERHEREDRE - @@ EK possible, seek additional collateral from the borrower as soon
EREEIMERRAREEERSL as impairment indicators are noticed on relevant individual loans
and advances.
(2) EBEEF (b) Debt securities
RXem I AASHIEEEEERCEER Debt securities and treasury bills are generally unsecured, with
HESNEBETEIN  EESMBEEZER the exception of asset-backed securities and similar instruments,
TR AEER o which are secured by portfolios of financial instruments or
underlying assets.
RFRITEBE AR A F 2020F F ;) 199
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 EERME@®) 3.2 Credit risk (Continued)
3.2.3 JBUESE i R PR HIBEE 2 B () 3.2.3 Risk limit control and mitigation policies (Continued)
(A) $T£EIA (c) Derivatives
EERNTATESENMAERZIEAFZEER All counterparty credit risk for derivatives trading are managed
B RBEIZHTF ZIEERBES &EEER as part of the credit risk control and monitoring process in
Frz—8n - BREEEEHNREEERR respect of the counterparty including credit controls such as
2BV BRAERBRETEHREER setting individual limit for valuation risk, daily settlement limits
Sl o BEAN - AEER T BENELOSHK and performing periodic credit assessment. Moreover, the
AN LS A RIZREETHTE IR EMIS T Group requires derivative contract counterparties to enter into
RFRETRERH  EXTEGRZRIETF International Swaps and Derivatives Association Agreement or
FR BRI A RITEE DB S 2 ks m analogous master agreement in order to follow the standardised
Z E i e market practice of close-out netting arrangement in the event of
default or early termination and in accordance with the regulatory
requirements.
AREENBEERABMHRZHEFITCERZ Collateral arrangements with most counterparties are also
B BUUREEZER ZEFEEMITEE in place to limit our unsecured derivative exposures to these
A E R © counterparties.
3.2.4 MIHKE 3.2.4  Write-off policy
EAEBELTE—YERKENS O RESFLR The Group writes off financial assets, in whole or in part, when it has
EAEPENREMNEREENEZESHS exhausted all practical recovery efforts and has concluded there is
BEE - RAAEHEA W EAEZEEHE L no reasonable expectation of recovery. Indicators that there is no
AT/ B R (i) RN & E w9 Y B 75 % A EUBE R & reasonable expectation of recovery include (i) ceasing enforcement
MELEMERMNEBIRESERERI2E activity and (i) where the Group’s recovery method is foreclosing
e o on collateral and the value of the collateral is such that there is no
reasonable expectation of recovering in full.
AEEAHMEEDERN TS RUEE ° 8220204 The Group may write-off financial assets that are still subject to
128318 IEFE » Rk sk &8 K mH T enforcement activity. During the year ended 31 December 2020, the
AT - AEMESER e REEC RERANSRES outstanding amounts of financial assets written off before completion
59,000,000/ 7T (20194F : 48,000,000/ 7T ) ° of enforcement activity of the underlying collaterals was HK$59 million
R2020F M2019F R AEEREEMENETFE (2019: HK$48 million). Please refer to Note 3.2.9 for the total amount
AR BRAERE - EFEEREER R EE TG of loans and advances to customers, loan commitments and financial
EROER - F2HME3.29 ¢ guarantees with or without collateral held by the Group written off in
2020 and 2019.
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 FERR@ 3.2 Credit risk (Continued)
325 Kt AFBZHEHm A E S EIEAA 3.2.5 Maximum exposure to credit risk before collateral held
ZEREEEREEE or other credit enhancements
TRESEHIANGEERBR 2T - TR The following tables contain analysis of the credit risk exposure of
BEMNKREE SGRXeBRENIRAEEZS financial instruments. The gross carrying/notional amount of financial
SREE  ZaEERRE - assets below also represents the Group’s maximum exposure to credit

risk on these assets.

(1) ZEEREREHNESREE (1)  Financial assets subject to impairment
202012 A31H At 31 December 2020
REE/ 2528
Gross carrying/notional amount
BAEE
HRIEE RBHIAT EREE
% Special  Sub-standard &it ECL B
Pass mention or below Total allowance Net
RITRRERRIER Balance and placements with banks 20,626,699 - - 20,626,699 8,482 20,618,217
—FRE - Stage 1 20,626,699 - - 20,626,699 8,482 20,618,217
—F&Er2 - Stage 2 - - - - = =
—F&E3 - Stage 3 - - - - - -
DATEE A S Debt instruments at fair value through
HizAKR=REETA other comprehensive income 40,043,192 - - 40,043,192 33,778 40,009,414
12 - Stage 1 40,043,192 - - 40,043,192 33,778 40,009,414
—[&E2 - Stage 2 - - - - - -
—[&ER3 - Stage 3 - - - - = =
DABEEAR SRR B T A Debt instruments at amortised cost 22,867,101 - - 22,867,101 24,222 22,842,879
12 - Stage 1 22,867,101 - - 22,867,101 24,222 22,842,879
—[&E2 - Stage 2 - - - - - -
—[&ER3 - Stage 3 - - - - = =
BEREH Advances to customers 185,115,561 888,020 1,573,803 137,577,384 1,251,164 136,326,220
12 - Stage 1 125,010,106 - - 125,010,106 486,431 124,523,675
—P&ER2 - Stage 2 10,105,455 888,020 - 10,993,475 208,225 10,785,250
—PRERS - Stage 3 - - 1,573,803 1,573,803 556,508 1,017,295
BI5RE Trade bills 3,790,517 - 607 3,791,124 8,859 3,782,265
12 - Stage 1 3,782,143 - - 3,782,143 8,848 3,773,295
—PAER2 - Stage 2 8,374 - - 8,374 11 8,363
—f&ER3 - Stage 3 - - 607 607 - 607
st S R EAARE Accrued interest and other accounts 6,690,611 3,710 64,334 6,758,655 22,683 6,735,972
12 - Stage 1 6,679,177 - - 6,679,177 10,287 6,668,890
—RE2 - Stage 2 11,434 3,710 = 15,144 547 14,597
—PEERS - Stage 3 - - 64,334 64,334 11,849 52,485
EFFERIBER Loan commitments and financial
guarantees 78,455,814 33,015 291 78,489,120 155,969 78,333,151
—PAEx - Stage 1 75,855,320 - - 75,855,320 146,243 75,709,077
—BEER2 - Stage 2 2,600,494 33,015 - 2,633,509 9,726 2,623,783
—[&Er3 - Stage 3 - - 291 291 - 291
CE Total 307,589,495 924,745 1,639,035 310,153,275 1,505,157 308,648,118
FERBUTHFERE - B RAAFEFZ For the purpose of this disclosure, notional amount of debt
BHEHEFHTAELMEZAKENEF TAZS instruments at FVOCI and the associated ECL allowance
E2BENRESHREETAESHBEMNE maintained in investment revaluation reserve are presented.

B=EEIE -
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FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.5 Maximum exposure to credit risk before collateral held

CREEEREE @) or other credit enhancements (Continued)
(1) ZEFEREFENSBEE@ (1)  Financial assets subject to impairment (Continued)

2019F12H31H At 31 December 2019

202

FHE/ 45cH
Gross carrying/notional amount
EHEE
FRllE RS BIEEE

i Special  Sub-standard CH ECL FH
Pass mention or below Total allowance Net
RITRBERRITR Balance and placements with banks 23,139,644 - - 23,139,644 2,424 23,137,220
—FRE - Stage 1 23,139,644 - - 23,139,644 2,424 23,137,220
—[&ER2 - Stage 2 - - - = = =
—F&E3 - Stage 3 - - - - - -

DATEE BRI Debt instruments at fair value through
Hih 2 ERENERIA other comprehensive income 41,247,860 - - 41,247,860 27,355 41,220,505
12 - Stage 1 41,247,860 - - 41,247,860 27,355 41,220,505
—f&ER2 - Stage 2 - - = = = =
—[&ER3 - Stage 3 - - - - - -
PABESRR AT R (B T A Debt instruments at amortised cost 15,664,558 - - 15,664,558 11,533 15,653,025
12 - Stage 1 15,664,558 - - 15,664,558 11,533 15,653,025
—f&ER2 - Stage 2 - - = = = =
—[&ER3 - Stage 3 - - - - - -
EPER Advances to customers 134,883,394 1,014,153 1,049,226 136,946,773 1,008,586 135,938,187
12 - Stage 1 129,023,721 - - 129,023,721 474,635 128,549,086
—f&ER2 - Stage 2 5,859,673 1,014,153 - 6,873,826 152,754 6,721,072
—[&ER3 - Stage 3 - - 1,049,226 1,049,226 381,197 668,029
CUEL Trade bills 3,381,956 - 11,907 3,393,863 1,989 3,391,874
—F3EA - Stage 1 3,356,669 - - 3,356,669 1,982 3,354,687
—fEE2 - Stage 2 25,087 - - 25,287 7 25,280
—[&ER3 - Stage 3 - - 11,907 11,907 - 11,907
st S R AR Accrued interest and other accounts 5,257,446 4,118 59,717 5,321,281 18,561 5,302,720
—F3EA - Stage 1 5,246,648 - - 5,246,648 8,496 5,238,152
—f&ER2 - Stage 2 10,798 4,118 - 14,916 598 14,318
—[&ER3 - Stage 3 - - 59,717 59,717 9,467 50,250

BHEERABER Loan commitments and financial

guarantees 81,210,407 23,846 10,931 81,245,184 148,642 81,096,542
—F&E - Stage 1 78,548,873 - - 78,548,873 140,087 78,408,786
—[&Er2 - Stage 2 2,661,534 23,846 - 2,685,380 8,555 2,676,825
—[&Er3 - Stage 3 - - 10,931 10,931 - 10,931
aaf Total 304,785,265 1,042,117 1,181,781 306,959,163 1,219,090 305,740,073
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NOTES TO THE FINANCIAL STATEMENTS

(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. 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

BREE
Gross carrying amount
2020 2019
BIEEBERENEE Trading assets
—BEFES - Debt securities 5,080,047 8,387,953
—HTETA - Derivatives 945,983 457,652
EHRPTET A Hedging derivatives 189,831 110,164
AT ER 2 B EEEE ABRA Financial assets at fair value through
BRIEE profit or loss
— ERES - Debt securities - 328,768
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 FERR@ 3.2 Credit risk (Continued)
325 KRt AFBZHEH MR s EIEA AT 3.2.5 Maximum exposure to credit risk before collateral held
ZREEERREE ®) or other credit enhancements (Continued)
RNEB 2 FERRAIBE T (e — a1 The results of credit performance of the Group can be further assessed

with reference to the following:

. BERRBFAEE T 31% 5 5 FBE R EBETAR . 3.1% of the loans and advances portfolio are categorised in the
EHHEEERA(20195F - 2.3%) top grade of the internal rating system (2019: 2.3%);

. HEF2EAN B RIBER T BERRZ . Mortgage loans, which represent the biggest group in the
- portfolio, are backed by collateral;

. EEREZEFEFRRBREEFER R . Loans and advances to customers that are credit-impaired
TRAAFEI1.14% (20194 : 0.77%) & constituted 1.14% (2019: 0.77%) of the total loans and advances

to customers; and

. BB HREMEFIEERT74%(2019F : . 74% (2019: 77%) of the investments in debt securities and other
77%) &V EAEERA - bills have at least an A- credit rating.
3.2.6 BEFRB 3.2.6 Loans and advances
EEERRBFBMT Loans and advances to customers are summarised as follows:
2020 2019
ER KRB EEE Gross loans and advances 137,577,384 136,946,773
kR - R EEEERE Less: total impairment allowances (1,251,164)  (1,008,586)
FRE Net 136,326,220 135,938,187
EEREZERRIR Credit-impaired loans and advances 1,573,803 1,049,226
R : PEERS RE%EE Less: Stage 3 impairment allowances (556,508) (381,197)
R Net 1,017,295 668,029
FEERBATE Fair value of collateral held * 787,030 590,496
FEEREERERBFTEREFERK Credit-impaired loans and advances
BRBEA DL as a % of total loans and advances
to customers 1.14% 0.77%
* BEHEALENEEERATERERAREES * Fair value of collateral is determined at the lower of the market value of
% MERRREET - collateral and outstanding loan balance.
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
32 FERM@ 3.2 Credit risk (Continued)
326 B RE @) 3.2.6 Loans and advances (Continued)
TRARITEE BN RAR 2 REEED BIE The table below shows the percentage of impairment allowance as a
BERRBRZBDLL percentage of loans and advances for each of the three broad internal
rating classes.
2020 2019
WEEE B
HEMREREE e
ADL BAOL
ERRER  Impairment EREEFX  Impairment
Aot allowance Anth allowance
Loans and as a % of Loans and as a % of
advances loan balance advances loan balance
% % % %
487 Class
1 IE 1 - pass 98.2 0.4 98.5 0.4
2—%rhlEE 2 — special mention 0.7 11.4 0.7 10.0
3—IRABIIAT 3 - sub-standard or below 1.1 35.4 0.8 36.3
100.0 0.9 100.0 0.7
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

1 J a® a® a® a® a® a® a®
DED D ¢ ED g @D GD ED ¢y D gp D EB g5 @D ¢.5 @D o5 @5 ¢y @D ¢ TD @ ¢ €D gp D
[ /N ) [ 7N ) [ /N ) [ 7N ) [ 7N ) [ /N ) [ /N ) - [ 7N ) [ /N )
3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FERR@ 3.2 Credit risk (Continued)
3.26 BEF KRB &) 3.2.6 Loans and advances (Continued)
(R) REBUBREERNFIRESER (@ Loans and advances to customers that are credit-
BE2EFERRER impaired under HKFRS 9
EERBEERRBR B RSB ATFE The analysis of the gross amount of credit-impaired loans
ERZEEERR A FEZER AT and advances by class, along with the fair value of the related
collateral held by the Group as security, is as follows:
BEEAR
Bk 4%E WEEE FREIE A¥E
Gross  Impairment Carrying Fair value of
2020412831 H At 31 December 2020 exposure allowance amount collateral held
EEREZER Credit-impaired loans
BAER Loans to individual:
—(zHF — Credit cards 12,645 10,447 2,198 =
—IRIBER - Mortgages 186,507 34,054 152,453 166,302
—Hfb - Others 415,559 185,205 230,354 88,549
PHEER Loans to corporate entities:
—BHER - Term loans 218,901 36,303 182,598 138,547
—ZBER - Mortgages 112,384 9,142 103,242 91,163
—ZE5mE - Trade finance 349,314 163,020 186,294 108,633
—HAb - Others 278,493 118,337 160,156 193,836
EEREZ BN Total credit-impaired loans 1,573,803 556,508 1,017,295 787,030
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

a® a® a® a® - a® D éb a®
a® ¢y @& m-mnn‘an- DI gp@D @G ¢H»ED ¢ agp @D @ ¢ >y @ I'.m- I'Im
(/) [ (/N ) [ /) @ @ (/) (/N [ /N -
3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 FERR@ 3.2 Credit risk (Continued)
326 BRI RE @) 3.2.6 Loans and advances (Continued)
(F) REBMEREENFEIRESER (@ Loans and advances to customers that are credit-
BEZ2EFERR BN (@) impaired under HKFRS 9 (Continued)
FEEMAD
[E\ B 4258 REER BREE ~¥E
Gross Impairment Carrying  Fair value of
2019 12H31H At 31 December 2019 exposure allowance amount collateral held
EEREIER Credit-impaired loans
BAER Loans to individual:
—EAKR — Credit cards 16,835 14,251 2,584 -
—IRIBER - Mortgages 41,881 3,691 38,190 39,683
— HAth - Others 287,805 136,103 151,702 577
PHEER Loans to corporate entities:
—BHEXR - Term loans 233,055 66,321 166,734 177,317
—RBER - Mortgages 137,177 16,159 121,018 130,594
—BZmE — Trade finance 180,868 61,503 119,365 137,395
—HAb - Others 151,605 83,169 68,436 104,930
EEREZERERE Total credit-impaired loans 1,049,226 381,197 668,029 590,496
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

1 J [ 1 J a aP [ ) J a® aD ab [ J
OEDEDcHETD gpnED GO ED ¢HETDP g ED ED ¢ H ED ¢HED ¢ H G5 ¢HEP ¢ HTD ED ¢ HED gp D @D ¢ >
[ 7N ) [ 7N ) [ /N ) [ /N ) [ /N )
3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FERR@ 3.2 Credit risk (Continued)
326 BRI RE @) 3.2.6 Loans and advances (Continued)
(2) BH3EA U LEZERRER (b) Loans and advances overdue for more than 3 months
() EEIAKEEEN AR ()  Gross amount of overdue loans
2020 2019
BHIRER BERER
BRAE B
Gross amount {5#8%8 Gross amount 1G4
of overdue Aokt of overdue Btk
loans % of total loans % of total
REERPERERE Gross advances to customers
pen-ii which have been overdue for:
—3fA A LE=6EA - six months or less but over
three months 240,472 0.17 180,317 0.13
—6fE AL EE1F - one year or less but over
six months 136,656 0.10 250,661 0.18
—1FNRE - over one year 525,674 0.38 318,703 0.23
902,802 0.65 749,681 0.54
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a® a® a® a® [ ) a® a® a» a® a® a®
@ @D @D mn‘|°n D TP gp @D w TS > ap €D @ T ¢ @
(/) [ (/N ) [ /) @ @ (/) @D [ ) -
3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 FERR@ 3.2 Credit risk (Continued)
3.2.6 BEFRE (2 3.2.6 Loans and advances (Continued)
(Z) EH3EA L L2 ERK B (@) (b) Loans and advances overdue for more than 3 months
(Continued)
(i)  EEKEEEARBLZ HE (i) Value of collateral held and impairment allowances
BRI an (B against overdue loans and advances
EXRRBH
AEBYE EHm EH @ EHm PEER3
Outstanding BmfE FAERG  RERESH HEEE
amount of Current Portion Portion not Stage 3
loans and market value covered covered by impairment
2020F12H31H At 31 December 2020 advances of collateral by collateral collateral allowances
BAKEEZFEHK Overdue loans and advances
BHR to customers 902,802 930,016 593,229 309,573 302,651
BERRBR
REBHE E#fm g HRG PEER3
Outstanding RmE FrEdER My  RAEEIER D RIEZER
amount of Current Portion Portion not Stage 3
loans and market value covered covered by impairment
2019F12A31H At 31 December 2019 advances of collateral by collateral collateral allowances
BMAKEEZFEHK Overdue loans and advances
B to customers 749,681 885,515 578,446 171,235 226,415
BAEZERREZRERER - 128 Collateral held mainly represented pledged deposits,
W) 2 I H 1R EL A (] TE B EE QRS A o mortgages over properties and charges over other fixed
assets such as equipment.
(A) BREAER(EHRERFEE LT ZE (¢) Rescheduled advances net of amounts included in
HERK) overdue advances shown above
k] 1G4
Bk ANkt
2020 % of total 2019 % of total
BEFEER Advances to customers 374,963 0.27 270,909 0.20
FEERSREEE Stage 3 impairment allowances 141,869 112,734
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.27 EZZE 3.2.7 Trade bills
2020 2019
= E i Trade bills which have been overdue for:
—6fE A A FE1F — one year or less but over six months - 11,907
—1FE - over one year 607 =
607 11,907
P& B 3IRL (B 2 Stage 3 impairment allowances - =

BRESEEREREAEM -

3.2.8 WEIH Him
RERFA ZWEER T

The overdue trade bills are fully secured.

3.2.8 Repossessed collateral

Repossessed collateral held at the year-end is as follows:

2020 2019

BEME Nature of assets
BRI ES Repossessed properties 304,514 287,397
A Others 24,923 7,782
329,437 295,179

WEHERRRATEREREE - BRKBEAMN
EA R Z tERARERRT

& 5t 7] & 38 42 {8 /4 63,158,000 7 7T (2019 F :
59,274,000/8 7T ) 2 FEFR BRI Y E T E M5
Th 7N & BRI AR B i A BT A8 46 2 A < T A
PR ERE R B o 2R R AZ2IRNHTHI02 [ E
tEE B TOREBLHEZEE - HEZERE
WAR |EHERR o

Repossessed collaterals are sold as soon as practicable with the
proceeds used to reduce the outstanding indebtedness of the
borrowers concerned.

Certain other properties in the Mainland China with a total estimated
realisable value of HK$63,158,000 (2019: HK$59,274,000), which had
been foreclosed and repossessed by the Group pursuant to orders
issued by courts in the Mainland China, represent assets held by the
Group for resale and have been reported under “Other assets” in Note
30. The relevant loans had been derecognised.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

B et el lin=tnEn=Cn t e tn D
3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 FERR@ 3.2 Credit risk (Continued)
3.2.9 B1EERE 3.2.9 Loss allowance
TREBHRBBM B REERFIR A E BRI R The tables below provide a reconciliation of the Group’s ECL
ZREERRBH BERERENTBER AL allowances for loans and advances to customers, loan commitments
EEEBEBNEE and financial guarantees by stage under HKFRS 9.
g6 Retail
B 1) P83 At

BHRE BARE BARE BARE
BRER BRER BRER BiRER

Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
20201 81H At 1 January 2020 382,703 30,024 154,044 566,771
@i - Transfers:
BB Transfer to Stage 1 5,543 (5,543) = =
BB B2 Transfer to Stage 2 (6,470) 6,878 (408) =
BB B3 Transfer to Stage 3 (38,929) (15,105) 54,034 -
FFERER ERREMEL 23/2  Effect of stage transfers and changes
in allowance (3,864) 7,563 356,833 360,532
HNERAE © BAREHER New financial assets originated, purchased

LEMERE or derecognised during the period 47,104 8,392 (5,173) 50,323
PDs/LGDs/EADs/ Changes in PDs/LGDs/EADs/

AIME R 2 & forward-looking assumptions 15,085 8,723 258 24,066
HRERBRER Unwind of discount 33 35 9 77
HisH Write-offs - - (329,891) (329,891)
SN Je B 2 Foreign exchange and other movements 51 - - 51
2020%12A31H At 31 December 2020 401,256 40,967 229,706 671,929
201951 A1H At 1 January 2019 355,793 18,823 150,005 524,621
w15 - Transfers:

BB Transfer to Stage 1 3,714 (3,133) (581) -
BB Transfer to Stage 2 (3,208) 3,233 (25) =
BB B3 Transfer to Stage 3 (20,277) (8,796) 29,073 =
mPE Y AR S HFTES 22 Effect of stage transfers and changes

in allowance (2,764) 23,481 244777 265,494
HNIRAE - BAREHER New financial assets originated, purchased

LERERE or derecognised during the period 47,896 1,521 7,729 57,146
PDs/LGDs/EADs/ Changes in PDs/LGDs/EADs/

AIME AR 2 2 forward-looking assumptions 1,528 (5,195) (10,431) (14,008)
RRIRBAR Unwind of discount 68 0 24 182
HisH Write-offs - - (266,237) (266,237)
SN I L fth 2 Foreign exchange and other movements 47) - (290) (337)
2019612 831H At 31 December 2019 382,703 30,024 154,044 566,771
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

DEB 5 3B o EB w5 EB L3 EB op OB w5 I3 EB IS @ O S G I 0 OB @B O3 U op @B @ O
3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 FERR@ 3.2 Credit risk (Continued)
3.2.9 BEERE w) 3.2.9 Loss allowance (Continued)
¥ Corporate
PR P& E2 FEER3 &t

RARE RARE RHEE BHGE
BiRER BiRER BiRER BiRER

Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2020F1A1H At 1 January 2020 232,019 131,285 227,153 590,457
8% - Transfers:
BB Transfer to Stage 1 8,410 (8,410) = =
BB Transfer to Stage 2 (25,941) 25,94 - =
E RIS Transfer to Stage 3 (796) (13,860) 14,656 -
P B S FTELE 2 ¥ 2 Effect of stage transfers and changes in
allowance (3,971) 35,881 55,545 87,455
HRIRAE - BATHGHRER New financial assets originated, purchased

LERMERE or derecognised during the period 17,475 (11,432) (32,156) (26,113)
PDs/LGDs/EADs Changes in PDs/LGDs/EADs/

ATEMER R 2 EE) forward-looking assumptions 3,047 15,825 192,125 210,997
BRRAER Unwind of discount 127 1,313 50 1,490
HisH Write-offs - - (130,271) (130,271)
HNE R E it B Foreign exchange and other movements 1,048 441 (300) 1,189
2020%12H31H At 31 December 2020 231,418 176,984 326,802 735,204
2019F1H1H At 1 January 2019 207,514 115,053 213,002 535,569
L Transfers:

BB EREER Transfer to Stage 1 7,961 (7,961) - -
B ERRER Transfer to Stage 2 (7,318) 11,216 (3,898) -
B EFRES Transfer to Stage 3 (1,353) (1,371) 2,724 =
HFE BRI RS TEL 272 Effect of stage transfers and changes in

allowance (4,540 4,874 106,856 107,190
HNERAE - BAREEER 2 New financial assets originated, purchased

SREE or derecognised during the period 67,424 10,456 (37,096) 40,784
PDs/LGDs/EADs Changes in PDs/LGDs/EADs/

AIME R RER 2 2 forward-looking assumptions (37,455) (2,326) 37,412 (2,369)
FEBRBNIR Unwind of discount 134 1,501 38 1,673
A Write-offs - - (91,623) (91,623)
SN I L fth 2 Foreign exchange and other movements (348) (157) (262) (767)
2019%12H31H At 31 December 2019 232,019 131,285 227,153 590,457
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3. HX¥RREEm)
3.2 EERME@®)
3.2.9 EEEME @)

TRERZEEVHRE LR EIRARBIREER
ZEBAEAEFPERRBR L REERERE
BAEERABREROBRSRR) LK -

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

3.2.9 Loss allowance (Continued)

The tables below provide a reconciliation of the Group’s gross
exposure (in terms of the aggregate of carrying amount of loans and
advances to customers and notional amount of loan commitments and

financial guarantees) by stage under HKFRS 9.

268 Retail
P81 P& g2 P E3 A&t
EkEE BERAE BEREsE BREE
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
exposure exposure exposure exposure
20201 81H At 1 January 2020 109,343,346 558,641 346,533 110,248,520
&5 - Transfers:
BB R Transfer to Stage 1 93,558 (90,182) (3,376) -
BB R Transfer to Stage 2 (306,510) 310,039 (3,529) -
B EMES Transfer to Stage 3 (352,725) (255,651) 608,376 =
BriEsIN Changes of gross exposure other than
ElEut e modifications (9,454) (62,524) (3,402) (75,380)
HisH Write-offs - - (329,891) (329,891)
SN J% B f 2 Foreign exchange and other movements 53,616 - - 53,616
2020%12A31H At 31 December 2020 108,821,831 460,323 614,711 109,896,865
2019F1A1H At 1 January 2019 105,620,454 227,366 343,679 106,191,999
B Transfers:
BB R Transfer to Stage 1 53,903 (49,443) (4,460) -
ESERRE Transfer to Stage 2 (464,557) 464,586 (29) =
BB ERES Transfer to Stage 3 (296,364) (46,382) 342,746 -
BRESINZ Changes of gross exposure other than
R\ azE5E) modifications 4,486,904 (37,986) (68,839) 4,380,079
sy Write-offs - - (266,237) (266,237)
SN I L fth 2 B Foreign exchange and other movements (56,994) - (327) (57,321)
2019%12A31H At 31 December 2019 109,343,346 558,641 346,533 110,248,520
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. HXERREEm) 3.
3.2 EERME@®)
3.2.9 EEEMH @)

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

3.2.9 Loss allowance (Continued)

¥ Corporate
PEER1 P& B2 PR ER3 &t
BB BRER B ERAE
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
exposure exposure exposure exposure
2020%F1A1H At 1 January 2020 98,229,248 9,000,565 713,624 107,943,437
A Transfers:
B ERE Transfer to Stage 1 1,503,040 (1,503,040) = =
BB Transfer to Stage 2 (6,360,069) 6,360,069 - -
B ERES Transfer to Stage 3 (175,608) (106,228) 281,836 -
BRESINZ Changes of gross exposure other than
R\ 1azEE) modifications (1,313,794) (590,064) 97,774 (1,806,084)
A Write-offs - - (130,271) (130,271)
HNE e E At 25 Foreign exchange and other movements 160,778 5,359 (3,580) 162,557
2020%12A31H At 31 December 2020 92,043,595 13,166,661 959,383 106,169,639
201941 A1H At 1 January 2019 92,318,549 6,321,440 640,203 99,280,192
8% - Transfers:
BB Transfer to Stage 1 772,908 (772,908) - -
BB Transfer to Stage 2 (2,982,272) 3,007,953 (25,681) -
BB B3 Transfer to Stage 3 (206,476) (51,827) 258,303 -
BREHINZ Changes of gross exposure other than
A asEEE) modifications 8,397,654 498,121 (66,069) 8,829,706
HisH Write-offs - - (91,623) (91,623)
HNE J& o fth Foreign exchange and other movements (71,115) 2,214) (1,509) (74,838)
2019%12A31H At 31 December 2019 98,229,248 9,000,565 713,624 107,943,437

LB R E EFARATAIREEZ 27 - Comparative information has been re-presented to conform to current

year’s presentation.

MEAS BRAS NERTOERIIABBRA
FIRRSIARFEFE B EEF T AR M EE W
MEBTE  SEERBRIERNFRALERERSE

% o transition during the year.

Treasury portfolio, which consists of cash and balances with banks
and debt instruments at amortised cost or fair value through other
comprehensive income, are classified in Stage 1 with no stage
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- w
3. HKEREEm

3.2 FEARG®

3.2.10 EH#F

TRFIRMN20204F 201912 A31 BT Rt
EEZTPA N 2 EFEES o

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 2020 and 2019.

NAYE
NAYE GEEHEH
FSERHSE  HAHM2EE
AR WENEREE DS 5%
fI&£FEE Financial assets FIEERY
Financial assets at fair value SREE
BEEE at fairvalue  through other Financial
FBEE  through profit comprehensive assets at 5
2020F12H31H At 31 December 2020 Trading assets or loss income amortised cost Total
AAA AAA - - 2,126,332 255,484 2,381,816
AA- £ AA+ AA- to AA+ 5,080,047 - 12,313,514 3,177,080 20,570,641
A- & A+ A- to A+ - - 17,313,130 11,162,453 28,475,583
B R EERA- Rated but lower than A- - - 6,537,625 4,002,501 10,540,126
RERR Unrated - - 3,424,717 4,269,583 7,694,300
S Total 5,080,047 - 41,715,318 22,867,101 69,662,466
WATE
NATE rEHHEEZH
FEREE SAEMEE
TABR WENEREE DABEEARK A
HEBEE  Financial assets SIJERHY
Financial assets at fair value SREE
FFEE atfairvalue  through other Financial
F%EE  through profit comprehensive assets at At
20191274318 At 31 December 2019 Trading assets or loss income  amortised cost Total
AAA AAA - - 2,811,206 167,541 2,978,747
AA- £ AA+ AA- to AA+ 8,387,953 - 11,578,863 1,985,552 21,952,368
A- £ A+ A-to A+ - 328,768 18,205,755 7,456,374 25,990,897
B R EERA- Rated but lower than A- - - 5,839,418 2,248,100 8,087,518
KETR Unrated - - 3,615,051 3,806,991 7,422,042
G Total 8,387,953 328,768 42,050,293 15,664,558 66,431,572
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211 B EREC LHEEZREER
EE

(F) BE

BEFERZBELITIREC ZRARER
BZERAPTEDIE - —RME - EERK
EVERTT BRI ERME TR AR 2 R I - 2B
AR o

TRAFFPERERREEHDN -

3.

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.11 Concentration of risks of financial assets with credit risk

exposure
(@) Geographical sectors

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 advances to customers by
geographical area.

20204 20194
12A31H 127318
At At
31 December 31 December
2020 2019

KRB EE Gross advances to customers
—&BB - Hong Kong 115,234,954 113,233,394
— — China 7,630,058 7,940,270
— R - Macau 13,686,148 14,800,379
—HAh - Others 1,026,224 972,730
137,577,384 136,946,773
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3. HX¥RREEm)
3.2 EERME@®)

21 WEEEERRZ EMEEZEBRES

BE @)
(z) 17%

BB —RITR KRB

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.11 Concentration of risks of financial assets with credit risk

exposure (Continued)

(b) Industry sectors

Gross advances to customers by industry sector classified

according to the usage of loans

2020 2019
FEEAFERNER Loans for use in Hong Kong
IR Industrial, commercial and financial
—EERE — Property development 5,611,830 4,700,618
—MERE — Property investment 17,221,674 15,972,169
— SR — Financial concerns 5,756,814 6,057,400
—REL&LL — Stockbrokers 1,733,867 1,585,717
—PBETEX — Wholesale and retail trade 6,004,660 6,455,795
—BIER - Manufacturing 1,790,941 1,978,378
—ER LB HRE — Transport and transport equipment 2,512,559 3,496,770
—[RE4EE) — Recreational activities 96,223 103,724
— BB — Information technology 51,827 52,976
—Ef — Others 6,003,396 4,464,895
46,783,791 44,868,442
fEA Individuals
—BEIEEBHES] - - Loans for the purchase of flats in
[FLAZBERERE & Home Ownership Scheme, Private
[BEBEHEEEFER Sector Participation Scheme and
Tenants Purchase Scheme 558,428 584,349
- BEHEMEEDEER - Loans for the purchase of other
residential properties 31,260,619 29,864,112
—ERRER - Credit card advances 3,610,141 3,761,021
—HAh — Others 13,079,682 13,196,910
48,508,870 47,406,392
ERBERNER Loans for use in Hong Kong 95,292,661 92,274,834
B ZE () Trade finance (Note (1)) 8,115,481 8,815,573
EEBUIMERRNER(GEQR) Loans for use outside Hong Kong
(Note (2)) 34,169,242 35,856,366
137,577,384 136,946,773
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3. HXERREEm)
3.2 EERME@®)

211 B EREC LHEEZREER
BE @)

(2) 1738

(1) LI RZBIRERDERTERERE
2z iBEsI Mo EAEBED - HOM
BOMHRE UEEREIRESZER -

TEREBZ B HMEBR(BIERFRT
BRAB(TRFRIT]) ZBIMRITHE A
AETZESME )4 (260,328,000 7T
(2019412 A31H : 294,310,000/ 7T ) 5
BRI TEEEBIMERMERIET -

@ HEEEUIMEANESRBRERTEERR
BEFBUIMERZER -

3.3 WmiEEE

mERKR Ty iE ™5 R R RERE(C TSI R
BE  ABEREERBRIMNGRZEERR -

BRXGHzTERREBESS  AREERE
REEGLMERRERREZEGRESZERT
ZHE T iz fe 2 S IR R IR 2R S 45 5 MBZ 32 o B
PR BRI AR B B A S & m S D [R) L 2 ol 3%
E-ZERBEEBETRRETE  LRARE -
gRENRERTSRARBE( T SRRBE] 2
EZE-BESRTSERARNEEREFTESAE
TEARR - SEE R ARz @R ETE R EZE (T
B B IR N BE AR 1) J5— BB S 2 L f i TR R PR
P BELBRERME FARE - AHZR - 5
£ ERKEEZSRARNMEIFBERTEERER
FREBBRHETEZEXKFEA  FHATHARERS
RBBERBAEEBRRIEFEAEEREE -ME
MRERREZES RREENARZESHE
EZEEERIE -

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)

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$260,328,000 (31 December
2019: HK$294,310,000) 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 movements in market rates and prices.

Market risk exposure for different types of transactions is managed
within various risk limits and guidelines approved by the Board, the
RMCC and the TIRC under the authority delegated from the Board.
Risk limits are set at the portfolio level as well as by products and
by different types of risks. The risk limits comprise a combination
of notional, stop-loss, sensitivity and value-at-risk (“VaR”) controls.
All trading positions are subject to daily mark-to-market valuation.
The Risk Management and Control Department (“RMCD”) within the
GRD, as an independent risk management and control unit, identifies,
measures, monitors and controls the risk exposures against approved
limits and initiates specific actions to ensure positions are managed
within an acceptable level. Any exceptions have to be reviewed and
sanctioned by the appropriate level of management of TIRC, RMCC or
the Board as stipulated in the relevant policies and procedures.
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3.3 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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NOTES TO THE FINANCIAL STATEMENTS

(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$2,389,000 (2019: HK$3,280,000).
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.3 WHRR@ 3.3 Market risk (Continued)
331 REEEBRZTSERE® 3.3.1 Market risk arising from the trading book (Continued)
() mERMBITESE®E (@) Market risk measurement technique (Continued)
i) BRI (i)  Stress tests
B AR AR R 1B N AT gE IR 2 Stress tests provide an indication of the potential size of
BEBR 2R - Rk EE R losses that could arise in extreme conditions. The stress
HETHNENDARBHE - RaE=E tests carried out by RMCD include: risk factor stress
AR - A RES R AR BT testing, where stress movements are applied to each risk
TRBHEE : REARBHAR - 7 category; and scenario stress testing, which includes
ERNBEEA R N EIEE TR applying possible stress events to specific positions or
BEASETAE - 1IN M ER portfolios. Besides, the expected shortfall of the trading
EEERBHAE 2B BT E portfolio is measured to evaluate the expected size of
BHETEEEKTERERRESE B extreme trading loss beyond a specified confidence level
R IRRE B EEETEGRE o UL and over a longer holding period. In addition, reverse-
N TR D RRER —BE R stress tests are performed as a useful tool to evaluate the
TEAUHEASERBERREZAR maximum size of market stress that the Group can endure
RIKTERIFTBE AR BT I5R 115 A4 before hitting the prescribed tolerable levels.
8 o
BOARCERBEESE REREZ The results of the stress tests are reviewed by the Board
ZEeEHEHM - and its delegated committees regularly.
(2) mERBEHRE (b) VaR summary of trading portfolio
B ZE2020F12831 B L12{8A #Z=E2019512 A31H1E12{E A
12 months to 31 December 2020 12 months to 31 December 2019
T BS BIK 5] &= IR
Average High Low  Average High Low
47INGEE [\ B Foreign exchange risk 1,925 3,559 291 2,666 3,462 1,106
= b Interest rate risk 1,128 3,544 494 1,525 2,650 522
e All risks 2,389 3,916 574 3,280 4,502 2,071
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NOTES TO THE FINANCIAL STATEMENTS

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

3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book

In the Group’s banking book, market risk is predominantly associated
with positions in debt and equity securities.

(@) 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 Division of the Group on a daily basis within
established foreign exchange limits.
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FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

Sensitivity analysis of non-trading portfolio (Continued)

() 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 2020, 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$72 million higher (2019: HK$23 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$41 million lower (2019: HK$23 million lower).
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NOTES TO THE FINANCIAL STATEMENTS

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

3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(b)

Sensitivity analysis of non-trading portfolio (Continued)

(i) 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 fluctuate because of changes in market interest
rates. The Group takes on interest rate risk from both
perspectives in the banking book. As such, the interest
margins or net interest income and the economic value of
the capital may increase or decrease as a result of such
changes or in the event that unexpected movements
arise. The Board and the Asset and Liability Management
Committee (“ALCO”) set limits on the level of mismatch of
interest rate repricing that may be undertaken and monitor
the interest rate impacts through scenario analysis and
stress testing regularly.
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.3 WHRR@ 3.3 Market risk (Continued)
3.3.2 FEIRITIRZ m5 R B &) 3.3.2 Market risk arising from the banking book (Continued)
(2) FFFEERZESZBRED M (b)  Sensitivity analysis of non-trading portfolio (Continued)
(4&)
(i)  FIEELEE) (i) Interest rate risk (Continued)
720205612 A31 8 » fis B A A fth & At 31 December 2020, if HK$ and US$ market interest
HURIF R MBS T REIT 2T EH rates had experienced a 200 basis points parallel up shock
EREBEREERERNEET under the HKMA's standard parallel up scenario, with
TR EME RN FITE &R 200 other variables held constant, the impact on earnings over
EEZ - HARKI12EA 2 BF &R’ the next 12 months and the impact on economic value of
BZEEBEBEZZER D B AN equity would have been HK$44 million higher and HK$435
44,000,000 % 7T & )&% 2> 435,000,000 million lower respectively (2019: HK$185 million higher and
Bt (2019 F - » Bl & 15 1N HK$504 million lower respectively).
185,000,000;% 7T X )& 4>504,000,000
PEIT) °
Lt 20194 [ 20204 F& FB 7E FINE [ B2 K The method and assumptions used in the above sensitivity
=R 2 BRE DT ERBREEER K analysis on foreign exchange risk and interest rate risk are
BAER o broadly on the same basis for both 2019 and 2020.
BT ONERR RAERER - ANEBEZEBESR In addition to foreign exchange risk and interest rate risk, the Group’s
s 78 IR A IR S E A E B A o Bt investments in debt securities and equity securities are also exposed
ErRNEAXBERSERRERE « minin kA to other price risks. Consequently, the value of such investments
fh AT g P B ARk AH S 1R B R et O 2 14 - It could change significantly depending on a variety of factors including
ERENEERAHRERNE L - liquidity risk, market sentiment and other events that might affect
individual or portfolios of exposures.
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.3 WHRR@ 3.3 Market risk (Continued)
3.3.3 SME[R R 3.3.3 Currency risk
TERBIAEFIZEE S D R ABEEE?H 2 The table below summarises the Group’s financial assets and
CREERAE  UREEABRINGEEEF liabilities as well as off-balance sheet net notional positions and credit
BREEERE 2R - commitments translated into equivalent HK$ amounts, categorised by
currency.

BT E AR ARH Hity &t
2020F12A31H At 31 December 2020 HKD Usb MOP RMB Others Total
BE Assets
Re RERTHER Cash and balances with banks 6,113,630 4,154,611 488812  1,98628 3206771 15,262,452
ERMIZ12(EAMEH Placements with banks maturing between

e one and twelve months 1,421,182 71,516 - 3,689,143 167,924 5355765
HEEERRNES Trading securities 5,080,047 - - - = 5,080,047
WATEEAHE Financial assets at fair value through

FABBREREE profit or loss - - - - = =
fTEeRIA Derivative financial instruments 75,404 1,031,728 - 2,320 26,362 1,135,814
XIBEHREMEEE Advances and other accounts 105,420,525 20,034,022 8,043,404 10,738,269 2,608,237 146,844,457
IATEEBEZEHA Financial assets at fair value through

At 2AEneRARE other comprehensive income 10,027,678 31,055,903 36,821 65,624 620977 41,815,998
DA AT AT R S BB Financial assets at amortised cost 1,730,660 18,090,666 1,337,977 1,484,883 198,693 22,842,879
SREESH Total financial assets 129,869,121 74,444,446 9,907,014 17,278,867 6,837,964 238,337,412
af Liabilities
BT Deposits from banks 125,921 1,928,551 - 1,365,645 80,325 3,500,442
fiEemIA Derivative financial instruments 80,530 3,101,754 - 1,230 7,674 3,191,188
BEEEREMERE Trading liabilities 1,570,675 - - - - 1,570,675
EPEH Deposits from customers 123574154 35987,347 9,757,111 13484746 7,536,449 190,339,807
BEITERRE Certficates of deposit issued 1,734,650 6,391,152 - - - 8125802
{&(BER Subordinated notes - 3828458 - - - 3828458
HibfRE LR Other accounts and accruals 4,534,659 1,788,803 151,231 468,225 53,489 6,996,407
SREBAH Total financial liabilities 131,620,589 53,026,065 9,908,342 15,319,846 7,677,937 217,552,779
BEERRABRTE Net on-balance sheet positions (1,751,468) 21,418,381 (1,328) 1,959,021 (839,973) 20,784,633
BEGERIMSEEZFHE  Off-balance sheet net notional positions* 21,124,262 (21,136,477) - (947,605) 757,213 (202,607)
EERE Credit commitments 66,383,165 8,126,556 1,988,267 1,824,825 166,307 78,489,120
* BEABERIMNGE BB FRETZANREARE * Off-balance sheet net notional positions represent the net notional

BENEZB) R 2 INE S RITE T AR EBFRIFHE © amounts of foreign currency derivative financial instruments which are
principally used to reduce the Group’s exposure to currency movements.
ARETRITEE B R A R] 20205F F3]
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3. HX¥RREEm) 3. FINANCIAL RISK MANAGEMENT (Continued)
3.3 WHRR@ 3.3 Market risk (Continued)
3.3.3 SE/RFR () 3.3.3 Currency risk (Continued)

BT e il ARE At At

2019412318 At 31 December 2019 HKD usb MOP RMB Others Total
BE Assets
R RERTHES Cash and balances with banks 4,902,592 4,507,306 522,948 3,697,835 4011567 17,642,248
ERTIZE12(HR M35 Placements with banks maturing between

iofeS s one and twelve months 2,053,593 809,871 S 2,200,522 430,986 5,494,972
BIEEERRNES Trading securities 8,387,953 - - - - 8,387,953
NATEGEAHED Financial assets at fair value through profit

FTABBREREE or loss S 328,768 S S o 328,768
fTESRIA Derivative financial instruments 19,256 521,810 - 15 26,735 567,816
REEAREMER Advances and other accounts 105,080,024 18,802,530 8,883,259 9,148,459 2718509 144,632,781
YNTIHEEES RN Financial assets at fair value through other

Eth2ARENEREAE comprehensive income 11,333,009 30,288,737 36,949 29,987 474598 42,163,280
MBBR SRR S HEE Financial assets at amortised cost 953566 11,285,608 2,225,198 1,188,653 - 15,653,025
CREER Total financial assets 132,729993 66,544,630 11,668,354 16,265,471 7,662,395 234,870,843
B Liabilities
FIER Deposits from banks 1,024,195 1,240,874 = = = 2,465,069
fTESRIA Derivative financial instruments 21,648 1,067,788 - 313 3279 1,093,028
HEEERRNAR Trading liabilities 5,516,558 S = = = 5,516,558
REER Deposits from customers 115,724,748 36140923 10,090,000 13,424,982 7248153 182,628,806
BETHEHRE Certificates of deposit issued 5,737,293 1,013,532 - - - 6,750,825
BERER Subordinated notes = 5,510,181 = = = 5,510,181
HibfRE LR Other accounts and accruals 8,261,454 1,853,455 186,507 412,496 51,902 10,765,814
¢EBEARS Total financial liabilities 136,485,896 46,826,753 10276507 13,837,791 7,303,334 214,730,281
BEBRRARETE Net on-balance sheet positions (3,755,903) 19,717,877 1,391,847 2,427,680 359,061 20,140,562
BEEERINGEZEFE Off-balance sheet net notional positions* 20,587,701  (18,766,453) - (1,327,480) (441,469) 52,300
EERE Credit commitments 69,092,585 7,903,019 1,959,952 2,100,341 189,287 81,245,184
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.3 WHRR@ 3.3 Market risk (Continued)
3.3.4 FIFEmEEE 3.3.4 Interest rate risk
TRESANEEZFERRE o RNBEAREEZ The table below summarises the Group’s exposure to interest rate
EASBIE EHEERABE  WIREEEX risks. Included in the table are the Group’s financial assets and
B 2H R (AREERE)HEE liabilities at carrying amounts, categorised by the earlier of contractual
repricing or maturity dates.
3EAKE
38R B 1E0E
HHT Over B5E 5EHLE TR
3 months 3months  Over1 year Over  Non-interest At
2020%12A318 At 31 December 2020 or less to 1 year to 5 years 5 years Bearing Total
EE Assets
Re RERITHLERR Cash and balances with banks 10,926,539 - - - 4335913 15,262,452
R Z1208 A REIH Placements with banks maturing between
HER one and twelve months 1,906922 3,448,843 - - - 5355765
BEEERRNES Trading securities 2,743,279 2,306,679 30,089 = = 5,080,047
AT (B S B HEE Financial assets at fair value through profit
STABRNEREE orloss - - - - = =
fTESRIA Derivative financial instruments - - - - 1,135,814 1,135,814
RIBEHREMEEE Advances and other accounts 124,818,127 9,713,920 5,616,149 268,641 6,427,620 146,844,457
WATESrZRAZEEA Financial assets at fair value through other
i 2ENENEREE comprehensive income 10,058,621 6,460,216 16,783,685 8,412,722 100,754 41,815,998
B AT S REE Financial assets at amortised cost 2,927,287 2307555 9,899,995 7,694,675 13,367 22,842,879
SREES Total financial assets 153,380,775 24,237,213 32,329,918 16,376,038 12,013,468 238,337,412
af Liabilities
RS Deposits from banks 3,492,389 - - - 8,053 3,500,442
fiEemIA Derivative financial instruments - - - - 3,191,188 3,191,188
RIFEERRNER Trading liabilities 1,129,526 440,132 1,017 - - 1570675
EFER Deposits from customers 161,777,996 11,521,431 2,285,593 - 14,754,787 190,339,807
BEINERE Certificates of deposit issued 4,257,530 3,766,378 101,894 = = 8,125,802
kEER Subordinated notes - 1,964,475 1,863,983 - - 3,828,458
AR kAR Other accounts and accruals 546,910 121,134 299,485 218,182 5810696 6,996,407
SREESH Total financial liabilities 171,204,351 17,813,550 4,551,972 218,182 23,764,724 217,552,779
FIEHBEEA(REHR)*  Total interest sensitivity gap (unadjusted)*  (17,823,576) 6,423,663 27,777,946 16,157,856
FIRTET RGNz S Effect of interest rate derivative contracts 29,430,281 2,830,791 (17,501,718)  (14,759,355)
FESREEAT(EHE):  Total interest sensitivity gap (adjusted)* 11,606,705 9,254,454 10,276,228 1,398,501
5 RCHER ERREENIREEABRANEEM * Unadjusted interest sensitivity gap is determined based on positions of
BENFREEETE - KARMEGUREEEFA on-balance sheet assets and liabilities. Adjusted interest sensitivity gap
PORIEF ERBRMAETHFEITETAS LMK takes into account the effect of interest rate derivative contracts entered
£ into to mitigate interest rate risk.
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (Continued)
3.3 WHRR@ 3.3 Market risk (Continued)
3.3.4 FFEE @) 3.3.4 Interest rate risk (Continued)
3fEAMNLE
3f@A BE 1E E
FIAT Over 25 6L F TE8
3 months 3months  Over 1 year Over  Non-interest A3
2019512316 At 31 December 2019 or less to 1 year to 5 years 5 years Bearing Total
B Assets
R RERTNES Cash and balances with banks 16,243,422 - - - 1,398,826 17,642,248
ERMZE12(HA RIS Placements with banks maturing between
il one and twelve months 4,488,646 1,006,326 - - - 5,494,072
FEEBRENES Trading securities 4,721,761 3,666,192 - - - 8,387,953
WATEE A HES Financial assets at far value through profit
FTABRREREE or loss 328,768 - - - - 328,768
fTEeRTA Derivative financial instruments - - - - 567,816 567,816
FEEFREMIER Advances and other accounts 121,406,074 7,441,193 9,379,096 1,437,664 4968754 144,632,781
IATERE BEZEEA Financial assets at fair value through other
i 2ElENEREE comprehensive income 9,164,421 4755593 18,246,199 9,884,005 113,062 42,163,280
B AT RS BEE Financial assets at amortised cost 3,280,377 2,557,807 5,524,905 4,276,567 13,369 15,653,025
SREEAT Total financial assets 159,633,469 19427111 33150200 15,598,236 7,061,827 234,870,843
BfE Liabilities
iiGGHEE S Deposits from banks 681,021 - 826,811 - 957,237 2,465,069
fTEeRIA Derivative financial instruments - - - - 1,093,028 1,093,028
FEEERENAR Trading liabilities 4,611,160 895,491 9,907 - - 5,516,558
BFER Deposits from customers 142,981,786 28,945,613 3,578,320 - 7,123,087 182,628,806
BETHERE Certificates of deposit issued 2,222,760 4,059,898 468,167 - - 6,750,825
kEER Subordinated notes 1,755,635 - 3,754,546 - - 5,510,181
HibfRE Rk Other accounts and accruals 347,199 124,386 239,772 22565 10,031,892 10,765,814
SREREAR Total financial liabilities 152,509,561 34,025,388 8,877,523 20565 19205244 214,730,281
FISEEER A (RIEHE)  Total interest sensitivity gap (unadjusted)* 7033908  (14598277) 24272677 15575671
METETERH 278 Effect of interest rate derivative contracts 17,997,105 3,096,492  (7,507,472)  (13,586,125)
FISHRERAF(EHE)  Total interest sensitivity gap (adjusted)* 25,031,013  (11,501,785) 16,765,205 1,989,546
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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 module 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 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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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 REBELRMR @ 3.4 Liquidity risk (Continued)
341 REELEBREERS ) 3.4.1 Liquidity risk management process (Continued)
AEBSEEREVEHAERBENE SRR - The Group places considerable importance to establish a diversified
BRTREFPERANEBENES 2 EAREH « K& and stable funding. While customer deposits form the primary portion
ENERETERE LR RERENERESH of the Group’s funding, certificates of deposit and medium term notes
MEFHARBELEERBEZFH - EERGIE are issued at opportune time in order to lengthen the funding maturity
EWT - e RMEHRITRFEFRALRET and optimise asset and liability maturities. Short-term interbank
HEMMEERRER - AEBTRITRAETHH deposits are taken on a limited basis with the aim of maintaining the
FIRA o presence in the market and the Group is a net lender to the interbank
market.
Bt b LRI AR 2 IS mEt 8 KRR AR The monitoring and reporting take the forms of cash flow
BT BREREZABEEEZETEREMEELNA - measurements and projections for different time horizons, including
—EfE—EARESD - BEHEAEEDTZE the next day, week and month, which are key periods for liquidity
SHMEENABZANEHNA - WAKREBBER management. The starting point for those projections is an analysis of
R ZEcMEERBENTEHIER - FEA the contractual maturity of the financial assets and liabilities as well as
ReEnMEREEARRINER - BFERERE the expected maturity of these assets and liabilities based on historical
ERERSAEEGINEREABERER)ZBE observations. The cash flow projections also take into account the
TR  AEEFBEEBTRASEEE - BE historical behaviour of off-balance sheet items, including undrawn
HEREMSAENEEREIFAK - BIEED lending commitments and contingent liabilities such as standby letters
AR MSERE TR A RN ERSHES TR - of credit and guarantees. The Group always maintains an adequate
RnBEEERN A EREFETERERR KL liquidity cushion, which is composed of high quality marketable
1 5 B5 3 A] B RF I S SRR IR R - DAME R R R securities with sufficient market depth to meet its liquidity needs at all
MAERES - FEZEBESREREEN times, even under adverse market conditions. Eligible securities in the
BEARNERETSRENE 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.
232 DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 RBESER@® 3.4 Liquidity risk (Continued)

4.1 HEEL R EEREF &)

3.4.1 Liquidity risk management process (Continued)

BEETT In HK$ million
20204 20194
12A31H 12H31H
A As at As at
Internal HARZER| 31 December 31 December
categorisation Basic Criteria 2020 2019
E1R RIREZER B EIMREENBUT - 228 RIRTT - HRABIFRER R 16,150 16,697
NEBUBETHERAREER0%NEERS
Tier 1 Marketable securities issued or guaranteed by government,
multilateral development banks, relevant international
organisations and public sector entities with a 0% risk weight
under the Basel Il Standardised Approach
F2AM RIEEZER B EIFEENBUT - ZBBREIRT  REEMLNED 6,847 6,468
R RBFITHER 2 AREEF20%HEBE 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 |l Standardised Approach
E2BAR ZLEFREERRAIBENRBEERF L ERH[ A RBEE ] 37,732 31,715
MRS RMBETHER 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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3. HMBEREE@ 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 REBESRMR M@ 3.4 Liquidity risk (Continued)
4.1 REIELRREERES &) 3.4.1 Liquidity risk management process (Continued)

234
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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 in identifying any emerging risk at early stage. The
Group maintains a contingency plan that sets out its strategies for
dealing with liquidity problems 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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FINANCIAL RISK MANAGEMENT (Continued)

3.4.2 Maturity analysis

The table below analyses the Group’s assets and liabilities into relevant

HMeEBEER maturity groupings based on the remaining period at the end of the
BfE - reporting period to the contractual maturity date or, where applicable,
the earliest callable date.
1ERNE
B3R SfEANL
HUT E 1E0E
MHEE 1BAIUT  Smonthsor Over 3 5ENE
Repayable Upto lessbutover ~ 3months  Over1year Over EFHRH &i

2020512A318 At 31 December 2020 on demand 1 month 1 month tolyear  to5years Syears  Indefinite Total
BE Assets
R RERTHER Cash and balances with banks 4613947 6775944 3,872,561 - - - - 15262452
ERMZ120ERR Placements with banks maturing between one

HEER and twelve months - - 1906922 3,448,843 - = - 5355765
HEEERENES Trading securities - 780485 1,053,794 2,306,679 30,089 - - 5080047
NATEBAEEY Financial assets at fair value through

TAERNERARE profit or loss - - - - - - - -
fEERTA Derivative financial instruments - 184,892 373,886 362,305 182,301 32,430 - 1135814
EREHREMER Advances and other accounts 7538882 23,628,020 12,290,137 21,061,788 30,488,935 41,806,785  1,029910 146,844,457
WATEFEEZEHEA  Financial assets at fair value through other

EfEENEMEREE  comprehensive income - 1583208 6074166 7447465 18,197,663 8412722 100,754 41,815,998
DERHATEMSREE  Financial assets at amortised cost - 868,844 867,655 2,307,684 11,090,662 7,694,667 13367 22,842,879
BENARE Investment in an associate - - - - - - oo 4omean
AREHEERA Investments in jointly controlled entities - - - - - - 105,553 105,553
L Goodwill - - - - - - 13451 713451
BEE Intangible assets - - - - - - 58,252 58,252
NEREMETEE Premises and other fixed asssts - - - - - - 3,006,039 3,006,039
-VES Investment properties - - - - - - 682,909 682,909
Y Current income tax assets - - - - - = - =
ELHAEE Deferred income tax assets - - - - 124,680 - - 124,680
EEA Total assets 12,152,829 33830413 27,339,121 36,934,764 69,114,330 57,946,604 9,988,162 247,306,223
&% Liabilities
TR Deposits from banks 137,295 1,650,234 1,712,913 - - - - 3500442
TEERTA Derivative financial instruments - 172,487 318,983 369,288  1,043400 1,287,030 - 3,191,188
BIEEERRHEE Trading liabilities - 160,498 969,028 440,132 1,017 - - 1,570,675
ERfR Deposits from customers 102204349 69702283 8782205 6,027,338 2,633,632 - - 190,339,807
BEAHENE Certificates of depost issued - 1007680 464932  6551,206 101,894 - - 8125802
KBRS Subordinated notes - - - 1964475 1,863,983 o - 3828458
fHEaE Lease liabilities - 15,328 38,465 121,133 299,487 218,181 - 692,594
HfRE AR Other accounts and accruals, excluding lease

THEREEE liabilities 19078 2,297,111 418,680 899,494 704390 1,062,585 901815 6,303,813
HEEeE Current income tax liabiliies - - - 383,696 - - = 383,696
BiEhEafE Deferred income tax liabilties - - - - 14,561 - - 14,561
BESH Total liabilities 102,450,722 75,006,281  12,705206 17,656,852 6,662,364 2,567,796 901,815 217,951,036
FREMEE Net liquidity gap (90,297,893  (41,175,868) 14633915 19277912 62451966  55378,808 9,086,347 29,355,187
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 RBESER@® 3.4 Liquidity risk (Continued)
3.4.2 FEHZH ) 3.4.2 Maturity analysis (Continued)

1AM E
B3R SEANE
AT EE 1EN)E
JIBEE 1EAZNT  3monthsor Over E5F SERLE
Repayable Upto lessbutover ~ 3months  Over1year Over  EFHAH &)

201912A310 At 31 December 2019 on demand 1 month 1 month tolyear  tob5years 5 years Indefinite Total
3 Assets
REREROR S Cash and balances with banks 2683900 9462057 5496282 - - - - 17642248
ERME12EAR Placements with banks maturing between one

HEER and twelve months - - 4488646 1,006,326 - - - 5494972
BEEERRMES Trading securities - 1421589 3300172 3,666,192 - - - 8,387,953
NATEZAEEY Financial assets at fair value through

HABRMEREE proft or loss - 209,681 119,087 - - - - 38768
ITHEEMIA Derivative financial instruments - 113,890 163,459 161,405 91,732 37,330 - 567,816
EEER RS Advances and other accounts 8249780 24796570 12,110,723 16,981,166 39,681,255 41,603,601 1,209,686 144,632,781
WATEFZEEEEA  Financial assets at fair value through other

EhzElahEREE comprehensive income - 4575692 3,064,141 4,755,593 19,770,787 9,884,005 113,062 42,163,280
DESNATIRRERMEE  Financial assets at amortised cost - 1183886 1324750 2557807 6,296,646 4,276,567 13,369 15,653,025
BELNIRE Investment in an associate - - - - - - 3888775 3888775
LRBHERRE Investments in jointly controlled entities - - - - - - 96,363 96,363
e Goodwil - - - - - - 811,690 811,690
BlAE Intangible assets - - - - - - 58,252 58,252
EREMETEE Premises and other fixed assets - - - - = - 2356707 2,356,707
RENZ Investment properties - - - - - - 1208639 1208639
PHHEEE Current income tax assets - - - 2 - - - 2
EHEAE Deferred income tax assets - - - - 115,216 - - 115,216
BEAT Total assets 10,933,689 41,763,365 30,067,260 29128491 65955636 55,801,503 9,756,543 243,406,487
8 Liabilties
BIER Deposits from banks 136,602 1,501,656 - - 826,811 - - 2485069
THEERIA Derivative financial instruments - 86,900 125,357 148,847 302,558 429366 - 100308
HESERENAR Trading liabilties - 183036 2771834 895491 9,007 - - 551655
PR Deposits from customers 82314230 62799830 22777142 11159439 3570836 7329 - 182,628,806
BEINGEAE Certificates of deposit issued - 1,183319 1,039,441 4,059,898 468,167 - - 6750825
EBHK Subordinated notes = - 175563 - 3754546 = - 5510181
HEERE Lease liabilties - 15,022 20855 124386 239772 22,565 - 431600
HHRE RER Other accounts and accruals, excluding

THERESRE lease liabilities 28419 5484449 856,871 1,369,367 687,307 1,221,448 691,353 10,334,214
SEHEERE Current income tax liabilties - 9,567 - 461,67 - - - 470,834
EEHEaE Deferred income tax liabilties - - - - 20,559 = - 20,559
ElGr Total liabilities 82474251 72,920,069 29,356,135 18218695  9,880463 1,680,708 691,353 215,221,674
FnattEE Net iquidity gap (711540562 (31,156,704 741,125 1090979 56075173 54120795 9065190 28184813
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 REBESRMR M@ 3.4 Liquidity risk (Continued)
3.4.2 FEHZH ) 3.4.2 Maturity analysis (Continued)
RBERRFIEREAR KBS EEERTEAN In respect of certificates of deposit held for investment purpose
GRE2BMER - IREHNEIEHE R 2 FIERER and included in total assets as at the end of the reporting period,
DR the relevant balance, analysed based on the remaining period to

contractual maturity is shown as follows:

AR
B3fER  SEANL
EDAN BE 180 E
PEE 1EAIUT  3months or Over Z5 SENE

Repayable Upto lessbutover ~ 3months  Over1year Over SEHEAH G
on demand 1 month 1 month tolyear  tobyears 5years  Indefinite Total
2020512A318 At 31 December 2020
T— FEEAH Certificates of deposit held incluced in:
ATFEFEEEZEEA  Financial assets at fair value through other

EMEEWME’\J%ME comprehensive income - - - 100,110 244,038 5 - 344,348
WESIAIENSEEE  Financiel assets at amortised cost - 238090 99,967 1,407,544 - - - 1745601
2019%12A318 At 31 December 2019
T FEEER Certificates of deposit held included in:

?fﬁﬁzﬁﬁ {5\ Financial assets at fai value through other

EEAUGAEREE  comprehensive income - - 13,989 - 100,110 - - 114,009
DESRATIRESREE  Financial assets at amortised cost - 416,308 300,000 644,994 90,000 - - 1451302
& B B HAPR R R 2 @0 AR AL A0 2 PR Y SR AL T &= The matching and controlled mismatching of the maturities and interest
EEEE+THEE - HRETHEBRIKES rates of assets and liabilities are fundamental to the management
Kﬁ@iﬁ’q%ﬁlﬁ&Z:ﬁiﬁﬂlj CEHRTTIE 2 of the Group. It is unusual for banks to be completely matched, as
RERERTAER - NMAENZ R AR A businesses transacted are often of uncertain term and of different
FgE 1E1ﬂAi'7JDE€5?‘EHE“ ° types. An unmatched position potentially enhances profitability, but

also increases the risk of losses.
BEHBENIHERASENKAEREIEZ The maturities of assets and liabilities and the ability to replace, at
MEaENE N 2THEERBESREEN an acceptable cost, interest-bearing liabilities as they mature are
RN ERESEFAERMRHNEERZE - important factors in assessing the liquidity of the Group and its
exposure to changes in interest rates and exchange rates.

AEE—RTEHE=Z A 2REE@HEE2EH Liquidity requirements to support calls under guarantees and
BES - EHERA f% BiERFEE T REN standby letters of credit are considerably less than the amount of the
REESERELHNEENSSE - AR EZEZE commitment because the Group does not generally expect the third
EERIHSKIEABESAES - AtAREE parties to fully draw funds under the agreement. The total outstanding
HREBZEEAENRENEGNBSEARVER contractual amount of commitments to extend credit does not
HgmRemK - necessarily represent future cash requirements, as many of these

commitments will expire or terminate without being funded.
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 REBELEM@ 3.4 Liquidity risk (Continued)
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3.43 BEXNERHZRMBERER

TRINTAEEFINTES BB BN - 17
EeRABREZFERITEASRTAZE 2@
8 RBERR AN A RSREHSELEL
BEMm - RAIITRZBBERADRBRRER
MAEE KB 2 ARERBARSAERESF
RN E 2R -

o NEPTAETH : HI R ZINEHIE - SNER]
g - RHARZINERHE

o MIRLTATEH : FITi=H  BHA KAL)
BN H R - FIRHIE REMARE

R

o ERMUSTAETA : MRt -

o SMNEPTAETER : BHISME - SMEFEH

o FEMETA : FREHRREET RS

s [EEMITETHE: GRBHKBRAL -

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:

o 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:

° Foreign exchange derivatives: currency forward, currency swaps;

o Interest rate derivatives: interest rate swaps and cross currency
interest rate swaps; and

° Credit derivatives: credit default swaps.
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 REBESRMR M@ 3.4 Liquidity risk (Continued)
3.4.3 BEX BB AZ KB LR £ 5 &) 3.4.3 Undiscounted cash flows by contractual maturities
(Continued)
1EANLR 3EAKE 10 E
3EARUT BE B5F
1BAZAT 3 months or Over Over 5ELLE
Upto less but over 3 months 1 year Over e
2020F12A318 At 31 December 2020 1 month 1 month to 1 year to 5 years 5 years Total
FIEIERER Non-derivative cash flow
af Liabilities
FITER Deposits from banks 1,805,393 1,701,134 4,098 - - 3,510,625
EFER Deposits from customers 127,709,392 49,122,533 11,907,828 2,713,224 - 191,452,977
REEERENAR Trading liabilities 160,500 969,008 440,126 1,008 - 1,570,642
BEINERE Certificates of deposit issued 1,032,951 473,063 6,598,777 102,543 - 8,207,334
kEER Subordinated notes 43,361 - 2,063,648 1,962,136 - 4,069,145
HERE Lease liabilities 16,242 40,188 127,546 318,610 222,892 725,478
Ak Other liabilities 2,154,323 647,918 314,995 - 253,054 3,370,290
RS Total liabilities
(A#3IHA) (contractual maturity dates) 132,922,162 52,953,844 21,457,018 5,007,521 475946 212,906,491
fIETARSR Derivative cash flow
REFEREEZTESRTA Derivative financial instruments settled
on net basis (16,257) 940 314 (554) 594 (14,963)
ROBEEITESRTA Derivative financial instruments settled
on a gross basis
i Total outflow 11,706,176 | | 21,479,924 | | 29,343,852 3,977,676 1,256,574 | | 67,764,202
IR Total inflow (11,649,551) | |(21,399,229) | |(28,940,253) | | (2,188,269) (634,012) | | (64,811,314)
56,625 80,695 403,599 1,789,407 622,562 2,952,888
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3. HX¥RREEm) 3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 RBESER@® 3.4 Liquidity risk (Continued)
3.4.3 HEABIE Az KB EEE T &) 3.4.3 Undiscounted cash flows by contractual maturities
(Continued)
1EAMU LB 3fEAMNLE 1L E
SEATMUT BME g3
1EAZLAT  3months or Over Over 5EM E
Upto  less but over 3 months 1 year Over A3
20194127318 At 31 December 2019 1 month 1 month to 1 year to 5 years 5 years Total
HTETARER Non-derivative cash flow
e Liabilities
BAER Deposits from banks 1,642,858 7,132 4,081 826,958 - 2,481,029
REEH Deposits from customers 105949452 44969619 29923477 3,983,055 - 184,825,603
HEEEREMAR Trading liabilities 1,840,000 2,781,000 904,717 10,119 - 5,535,836
BETHNEHRE Certificates of deposit issued 1,114,587 1,053,599 4,257,623 483,697 - 6,909,506
kEER Subordinated notes 43,557 1,809,075 126,074 4,088,018 - 6,066,724
MERE Lease liabilities 15,993 31,703 131,226 251,852 24,649 455423
HitB(E Other liabilities 5,438,151 755,458 320,268 - 345,679 6,859,556
BfEEE Total liabilities
(A%ZIHA) (contractual maturity dates) 116,044,598 51,407,586 35,667,466 9,643,699 370,328 213,133,677
fETERSR Derivative cash flow
BFBEE TEERTA Derivative financial instruments settled
on net basis (14,014) (6,393) (41,969) (6,266) - (68,642)
REBEE (TEERTA Derivative financial instruments settled
on a gross basis
i Total outflow 28,484,074 | | 24,631,710 | | 31,354,261 3,621,619 1,346,641 | | 89,438,305
RAEE Total inflow (28,463,955) | | (24,642,771) | | (31,352,847) | | (3,313,787) | | (1,177,818) | |(88,951,178)
20,119 (11,061) 1,414 307,832 168,823 487,127
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 REBELEM@ 3.4 Liquidity risk (Continued)
344 BEBMEZKIIEE 3.4.4 Off-balance sheet items
TREFEATER : Included in the table below are the following items:
. EEERTEFEE REMRY 2 ER0RE . Loan commitments by reference to the dates of the contractual
(BEZRASBEERGERIICRTAZE amounts of the Group’s off-balance sheet financial instruments
#)AR& HE) that commit it to extend credit to customers and other facilities;
. R B A ARG 2 B 5 . Financial guarantees based on the conditions existing at the
R reporting date as to what contractual payments are required;
. REE RFEFEA 2 DA BUBLE & AR ER e The future minimum lease payments under non-cancellable
RRBZ N2 EHEENRRE & operating leases in respect of operating lease commitments
where a Group company is the lessee; and
. BEEERRBIZEARERE - . Capital commitments for the acquisition of buildings and
equipment.
1 55R 180k
No later than Z5F 5&ENE &t
2020%12431R At 31 December 2020 1 year 1-5 years Over 5 years Total
B Loan commitments 74,263,218 2,176,395 19,751 76,459,364
ER - ALK Guarantees, acceptances and other
Hir S ERT financial facilities
—ERRERERE - Guarantees and standby letters
of credit 1,065,098 114,284 3,476 1,182,858
- REREEERE - Documentary and commercial letters
of credit 846,898 - - 846,898
TERAAE Operating lease commitments 9,304 19,649 - 28,953
BRI Capital commitments 108,241 89,999 = 198,240
Ch Total 76,292,759 2,400,327 23,227 78,716,313
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 REBELEM@ 3.4 Liquidity risk (Continued)
344 BEERBFKIEH &) 3.4.4 Off-balance sheet items (Continued)
1 ELAR 1EE
No later than B5E 5FME BE
201912 A431H At 31 December 2019 1 year 1-5 years Over 5 years Total
EFRdE Loan commitments 76,388,203 2,111,719 686,125 79,186,047
BR ALK Guarantees, acceptances and other
i B AR financial facilities
-~ EREEBRERE - Guarantees and standby letters
of credit 1,051,259 40,065 - 1,091,324
-RERBEERE - Documentary and commercial letters
of credit 967,813 - - 967,813
TR Operating lease commitments 2,640 198,563 234,407 435,610
BARAE Capital commitments 147,096 - = 147,096
A&t Total 78,557,011 2,350,347 920,532 81,827,890
35 cRMEEREBZATE 3.5 Fair values of financial assets and liabilities
() RN FEZET (a) Determination of fair value
AFEZRNEHESSBERRASES Fair values are subject to a control framework that the Board is
HE AR MR 2 EHIIESE - & held responsible for ensuring proper valuation governance and
EERENERRERREZESEESRT control processes of the Group. It delegates the responsibility for
A7 (HERRF - [HEHREREIE N EEIE S overseeing the valuation process for financial instruments to the
BN BHES B MER(2ER) B TIRC. Valuation is performed independently by RMCD and where
17 MEEERDERRE  BRAFE appropriate, by independent and professionally qualified valuers
ERE TR - and the valuation results are periodically verified to ensure the
integrity of the fair value measurement process.
SR ITAZAFENBERRIMSIBER N5 The fair value of financial instruments is the price that would be
ZHEENGTERETZEFRIFHEEE received to sell an asset or paid to transfer a liability in an orderly
FrUE sk EE % B ERT N 2 B1E © Tim%(E transaction between market participants at the measurement
1% A E A SR E BEES EGET date under current market conditions regardless of whether
that price is directly observable or estimated using a valuation
technique.
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

FINANCIAL RISK MANAGEMENT (continued)
Fair values of financial assets and liabilities (Continued)
(a) Determination of fair value (Continued)

A financial instrument is regarded as quoted in an active market
if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service or
regulatory agency. A quoted price in an active market provides
the most reliable evidence of fair value and shall be used
whenever available. If a financial asset or a financial liability has
a bid price and an ask price, the price within the bid-ask spread
that is most representative of fair value in the circumstances is
used by the Group.

Where observable market quotation of financial instruments
is not directly available, the Group estimates the fair value
of such financial instruments by using appropriate valuation
techniques that are widely recognised including present value
techniques and standard option pricing models. In applying
valuation techniques for these financial instruments, the Group
maximises the use of relevant observable inputs (for examples,
interest rates, foreign exchange rates, volatilities, credit spreads)
and minimises the use of unobservable inputs. For example,
the fair value of interest-rate swaps is calculated as the present
value of the estimated future cash flows, the fair value of foreign
exchange forward contracts is generally based on current
forward rates and the fair value of option contracts is derived
using appropriate pricing models, such as Black-Scholes model.

The Group uses external price quotes and its own credit spreads
in determining the current value of its financial liabilities and other
liabilities for which it has elected the fair value option. When the
Group’s credit spreads widen, the Group recognises a gain on
these liabilities because the value of the liabilities has decreased.
When the Group’s credit spreads narrow, the Group recognises
a loss on these liabilities because the value of the liabilities has
increased.

Price data and parameters used in the measurement process

are reviewed carefully and adjusted, if necessary, to take
consideration of the current market developments.
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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

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020

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.

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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3. HXERREEm) 3. FINANCIAL RISK MANAGEMENT (Continued)

35 SRMEEREBEZATE@ 3.5 Fair values of financial assets and liabilities (Continued)
(Z) R FEZER@E) (b) Fair value hierarchy (Continued)
BEATEFEZEERAE Assets and liabilities measured at fair value:

BREMATFEFE Recurring fair value measurements
BIR HE24R F38K &t
2020512831 H At 31 December 2020 Level 1 Level 2 Level 3 Total
AR Descriptions
AT EFT = EEEE) Financial assets at fair value
STABRNEREE through profit or loss
BT RE 5 Debt securities - 5,080,047 - 5,080,047
PTESRMTA Derivative financial instruments
FEEERZ Held for trading - 945,983 - 945,983
B B Held for hedging - 189,831 - 189,831
AT ETZ B & Financial assets at fair value
FTAEME2E KGR through other comprehensive
CREE income
ETSRE 5 Debt securities - 41,715,318 - 41,715,318
I ES Equity securities 18,196 - 82,484 100,680
BAFEGEZ Total assets measured at
BESGT fair value 18,196 47,931,179 82,484 48,031,859
AT EEAEE Financial liabilities at fair value
FFABENEREE through profit or loss —
held for trading
FEEERR Debt securities - 1,570,675 - 1,570,675
PTEERmIT A Derivative financial instruments
FHEEER® Held for trading - 899,670 - 899,670
FH RBELH Held for hedging - 2,291,518 - 2,291,518
BAFEFEZBESE  Total liabilities measured
at fair value - 4,761,863 - 4,761,863
AERFIPANEEZCRIBEERIELTRE Financial assets classified as Level 3 assets represent
REBFRERFKRE - hE TR EERAT investments in unlisted equity securities and debentures. They
B - BEEKAERET o are stated at fair value which approximates the cost.
£ %£2020612 A31H k2019512 A31H 1E For the year ended 31 December 2020 and 31 December 2019,
FE HECHEERBBEZHME AN there were no transfers of financial assets and liabilities into or
HATFEERFREIRG - BREEBEE out of the Level 3 fair value hierarchy. The changes in carrying
REGKES BB value represent the revaluation gains/losses.
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3. HXERREEm) 3. FINANCIAL RISK MANAGEMENT (continued)

35 LREEREGEZAFE®E 3.5 Fair values of financial assets and liabilities (Continued)
(Z) 2 FEZF @ (b) Fair value hierarchy (Continued)
BAFEFEZEERERE  (B) Assets and liabilities measured at fair value: (Continued)
BEMNFETE @ Recurring fair value measurements (Continued)

FAR FE2 E3H &5t
2019412A31H At 31 December 2019 Level 1 Level 2 Level 3 Total
AR Descriptions
NAFEEEE Financial assets at fair value

FTABZN G EE through profit or loss
BSES Debt securities - 8,716,721 = 8,716,721
PTESHTA Derivative financial instruments
FIEEERS Held for trading = 457,652 = 457,652
FrAR{EH I+ Held for hedging - 110,164 = 110,164
UAFEE B EEH:E A Financial assets at fair value
Hih2mEEMEE  through other comprehensive
income
E%ES Debt securities - 42,050,293 - 42,050,293
B S Equity securities 30,277 - 82,710 112,987
RATETEZEAEA  Total assets measured at fair value 30,277 51,334,830 82,710 51,447,817
NATFEGFEAHE Financial liabilities at fair value
ATABRNERARE through profit or loss —
held for trading
FHEEERAR Debt securities - 5,516,558 = 5,516,558
PTHESRMTA Derivative financial instruments
FEEERS Held for trading - 370,356 = 370,356
8 REL Held for hedging - 722,672 - 722,672
BRATEFEZEE Total liabilities measured at fair
value - 6,609,586 - 6,609,586
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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.

(i) 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.

KIRITEBEGR AR 2020F F3§]

247



248

RIFEER R M ot

NOTES TO THE FINANCIAL STATEMENTS

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

3. HXERREEm)
35 LREEREGEZAFE®E
() KERFEGEZLHT A

(vy ERTHEBEZEECHT
MR EER

RARETHREZEETE - AR
A B2 B RIBERD 2 R AR
B/ S E 8 ARE T AR 3 A
FE -

INEEIERR A B AR AT RN ST A Y
BREE - EE 20204 &2019F 12 A31H
ZATELTEERER @ BRIATIN

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 2020 and 2019 except as

follows:

REE F1R Eof £33N AYE
2020F12H31H At 31 December 2020 Carrying value Level 1 Level 2 Level 3 Fair value
SHEE Financial assets
AR SR PR AN 51 BR ) Financial assets at

SREE amortised cost 22,842,879 - 23,032,152 13,366 23,045,518
SREE Financial liabilities
BERINGERE Certificates of deposit issued 8,125,802 - 8,137,099 - 8,137,099
&EER Subordinated notes 3,828,458 - 3,840,512 - 3,840,512

HEE FAR EoM F3 ATE
2019124311 At 31 December 2019 Carrying value Level 1 Level 2 Level 3 Fair value
SHEE Financial assets
PABR SR AR B B Financial assets at

SREE amortised cost 15,653,025 - 15,666,589 13,369 15,679,958
SHAR Financial liabilities
BEITNENE Certificates of deposit issued 6,750,825 - 6,752,003 - 6,752,003
&EES Subordinated notes 5,510,181 - 5,590,049 - 5,590,049
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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;

° To safeguard the Group’s ability to continue its business as a
going concern;

o 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 Il
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 llI
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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3.6 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.

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 Group’s financial statements. These services
could give rise to the risk that the Group could be accused of mal-
administration.
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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 Group’s financial statements are fair and reasonable
in all material respects.

(@ 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

o 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.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(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. As a
consequence of the difficulties in financial markets caused by the 2008
global financial crisis, the Group had witnessed observable declines
in market liquidity and the range of market quotations for certain
securities have widened. 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.

(c) Goodwill and intangible asset valuation

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.

(d) Distinction between investment properties and owner-
occupied properties

The Group determines whether a property qualifies as an investment
property. In making its judgement, the Group considers whether the
property generates cash flows largely independently of the other assets
held by an entity. Owner-occupied properties generate cash flows that
are attributable not only to property but also to other assets used in
the production or supply process.

Some properties comprise a portion that is held to earn rentals or
for capital appreciation and another portion that is held to supply
services or for administrative purposes. If these portions can be
sold separately (or leased out separately under a finance lease), the
Group accounts for the portions separately. If the portions cannot
be sold separately, the property is accounted for as investment
property only if an insignificant portion is held to supply services or for
administrative purposes. Judgement is applied in determining whether
ancillary services are so significant that a property does not qualify as
investment property. The Group considers each property separately in
making its judgement.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

() Assessment of claims and contingencies

Judgement is needed to determine if provision for compensation to
certain customers who had bought structured investments distributed
(but not originated or arranged) by the Group need to be recorded in
accordance with the requirements of HKAS 37 “Provisions, Contingent
Liabilities and Contingent Assets”. In making this judgement, the
Group evaluates the information relating to each or similar cases, and
the likelihood and estimated amount of outflow of resources which
may be incurred to settle the obligation after considering factors such
as recent settlement experiences and advice from legal counsel.

() Impairment assessment of the investment in an
associate, Bank of Chongging (“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 2020, 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 2020, the carrying amount of the Group’s
investment in BOCQ has been written down by HK$531 million (2019:
HK$287 million).
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4. ERENBERBZEESTHETRA 4. CRITICAL ACCOUNTING ESTIMATES, AND
W () JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)
() HEHZEE (g) Determination of the lease term
EEHEHN - BEEAZRMA A S| RAE: In determining the lease term, management considers all facts and
EATTEE REERE I TERIEEEEC S circumstances that create an economic incentive to exercise an
BERIER - EREERE (R ILE R 2 HM) extension option, or not exercise a termination option. Extension
RBETEZEER S EMEREESLER(HTKIE) options (or periods after termination options) are only included in the
THEEERERA - lease term if the lease is reasonably certain to be extended (or not
terminated).
HMEHREMS - NIEZ—REAHEA For leases of properties, the following factors are normally the most
relevant:
. BRI (T ER)EERE® - NEE— . If there are significant penalties to terminate (or not extend), the
BEEEMETEER(KTLELL) - Group is typically reasonably certain to extend (or not terminate).
. WEEREEETFSEEAFRER  ~5 . If any leasehold improvements are expected to have a significant
E—ReaEEEER(TLELE) - remaining value, the Group is typically reasonably certain to
extend (or not terminate).
. G AEEegERAMEZSERTE M . Otherwise, the Group considers other factors including historical
ERFkFRBEEEMS ZH X MEES lease durations and the costs and business disruption required
ZEEL - to replace the leased asset.
HRRANEE A A ERTE AR BELER TR Most extension options in property leases have not been included in
HEEE MEHEP EREEERZRIEE the lease liability, because the Group could replace the assets without
FEHERE - significant cost or business disruption.
WG R ERENETE (TR AEEER The lease term is reassessed if an option is actually exercised (or
PMERITEE (HAATE )RR 2R - Alg ST not exercised) or the Group becomes obliged to exercise (or not
HEH - REBRE—FRYETHNERSHIIR exercise) it. The assessment of reasonable certainty is only revised if
WEAEE - BERMAAIEG 2SEERN - g a significant event or a significant change in circumstances occurs,
1EET Rl & IEMMETE 2 7Tl c RPIHERA - RE which affects this assessment, and that is within the control of the
B AT A R Sk AR LI 2R o lessee. During the current financial year, the Group has not exercised
any extension or termination options.
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5. STATEMENT OF FINANCIAL POSITION AND
RESERVE MOVEMENT OF THE COMPANY

AT BN TR Statement of Financial Position of the Company
12H31H
As at 31 December
2020 2019
ERENEE Non-current assets
MEBATNEE Investments in subsidiaries 7,065,616 7,064,795
LABEEARR AT BR ) S BB EE Financial assets at amortised cost 8,635 8,635
7,074,251 7,073,430
MENEE Current assets
H—fEME AR 2 RITEEH Bank balances with a subsidiary 894,272 837,707
U BR R E A AR B Accounts receivable and other accounts 636 2,336
S EENGI Amounts due from subsidiaries 19,923 27,125
914,831 867,168
mENEE Current liabilities
TERRER Rk EMRE Accrued expenses and other accounts 1,715 2,346
Rl EENGI Amounts due to subsidiaries 472,478 417,118
474,193 419,464
FmENEE Net current assets 440,638 447,704
7,514,889 7,521,134
= EQUITY
e Share capital 6,894,438 6,894,438
HinFE i (BERE2F) #E(F) Other reserves (including retained earnings) 620,451 626,696
ERA Total equity 7,514,889 7,521,134
EE=202021F3 424 B #tfE RIZREREM o Approved and authorised for issue by the Board of Directors on 24

HRE
EF

EHEH
EFESHE

March 2021.

Nicholas John Mayhew
Director

Hon-Hing Wong
Managing Director
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(F) ARRFEEE)

(a) Reserve movement of the Company

AR RS2 A A
RDRER
HE 2 B

Provision for

5. ARATHBMRARRAEEE @ 5. STATEMENT OF FINANCIAL POSITION AND
RESERVE MOVEMENT OF THE COMPANY (Continued)
& Note:

REBF equity-settled
Retained  share-based At
Earnings compensation Total
20191518 At 1 January 2019 219,585 2,204 221,789
FREw A Profit for the year 1,078,479 - 1,078,479
TRBEITIERRIE 2 & Reserve arising from exercise of share options = 217) (217)
LARRAE SZ 15 PARR 1 7 2L 7l Provision for equity-settled share-based
SR 2 B compensation - 1,406 1,406
20184 R HIME B 2018 final dividend (492,013) - (492,013)
201945 FHHIRR B 2019 interim dividend (182,748) - (182,748)
2019412A31H At 31 December 2019 623,303 3,393 626,696
20201518 At 1 January 2020 623,303 3,393 626,696
FEHET Profit for the year 597,407 - 597,407
TRBITIERRIE 2 & Reserve arising from exercise of share options - - -
VARG HE S (ST DARR 19 A 51 Provision for equity-settled share-based
SR 2 B compensation - 821 821
2019 RHIIR B 2019 final dividend (492,013) - (492,013)
2020FF HAR B 2020 interim dividend (112,460) - (112,460)
2020%12A31H At 31 December 2020 616,237 4,214 620,451
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

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
Executive Committee members, for the purposes of resource
allocation and performance assessment, is determined on the basis of
personal banking, commercial banking, treasury 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:

o Personal banking business includes the acceptance of deposits
from individual customers and the extension of residential
mortgage lending, personal loans, overdraft, vehicle financing
and credit card services, and the provision of insurance sales
and investment services.

° Commercial 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 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,
commercial banking business activities provided by overseas
subsidiaries in Macau and China, and the Group’s interest in a
commercial bank in China.

o 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. EEIERFT@ 6. OPERATING SEGMENT REPORTING (Continued)
HEHEDIBEREMS - B EERARZERS For the purpose of segment reporting, revenue derived from
B2 REBEP  EmERBKA - $EEZEHN customers, products and services directly identifiable with individual
EHNIE: MABZENESERRESERF segments are reported directly under respective segments, while
EEMRAMESKA - H2BMI5HE &85 revenue and funding cost arising from inter-segment funding

BREFHIEERTDE - DERZR S IIKIER
TE=ZFREF=EXFZFRBGHERE - DA
A2 WA M ER & BRI 8 -

FIBTRNEZ EEFX&ERRAENDHD
B MEAXARXEBFAFAIKERSEE
BERAZBRARTIEEMDREERA - DEE
MR DENER ° TEAEBM A RERTDE
EmMEAMcEREBRAS - AEREAX
SHRIEM AT -

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. EE/EREZ@® 6.

B E2020F12A31BLLFE

OPERATING SEGMENT REPORTING (Continued)

For the year ended 31 December 2020

BARTT BERIT MR BER
Personal  Commercial BEZH  Overseas 2t Inter- @t
Banking Banking Treasury Banking Others segment Total
FHBMA/ (i) Net interest income/(expenses) 1,584,254 1,124,905 669,395 486,130 (168,882) - 3,695,802
FEFIEMA /(i) Non-interest income/(expenses) 1,008,393 194,070 197,802 117,623 36,116 (996) 1,553,008
EEWA/ (xit) Total operating income/(expenses) 2,592,647 1,318,975 867,197 603,753 (132,766) (996) 5,248,810
BESM Operating expenses (1,630,344) (504,889) (185,689) (507,522) (5,488) 9%  (2,832,936)
NREERESE Operating profit/(loss) before
Al eBEHN /(5B credit impairment losses 962,303 814,086 681,508 96,231 (138,254) - 2M5874
EEHERE Credit impairment losses (342,197) (151,822) (20,102 (131,768) (1,079) - (646,968)
NREERESS Operating profit/(loss) after credit
Bz eBEH /(58 impairment losses 620,106 662,264 661,406 (35,537)  (139,333) - 1,768,906
HEREMERE Net loss on disposal and fair value
EEdERHEATE adjustment of investment
BEZFER properties and other fixed assets (2,902) - - (68) (84,297) - (87,267)
HENATEFEEEEE)  Net gain on disposal of financial
STAEMZENENEE  assets at fair value through
BEZ & other comprehensive income - - 13,448 - - - 13,448
HEZRERE Impairment loss on goodwil - (98,239) - - - - (98,239)
[EEBENRZEE Share of results of an associate - - - 710,370 - = 710,370
SENFIREZHERSRE  Impaiment loss on the investment
in an associate - - - (531,000) - - (531,000)
EEREHEE2EE  Share of results of jointly
controlled entities - - - - 33,190 - 33,190
BERGEH/ (58) Profit/(loss) before taxation 617,204 564,025 674,854 143,765 (190,440) - 1,809,408
AL /B Taxation (expenses)/credit (101,353)  (110,166)  (111,368) (19,217) 25,706 - (316,398)
Biteat/ (F8) Profit/(loss) for the year 515,851 453,859 563,486 124,548 (164,734) - 1,493,010
HZ2020512831H1LFE  For the year ended
31 December 2020
FERAHER Depreciation and amortisation 74,976 14,965 7,135 56,312 227,363 - 380,751
12020612 A31A At 31 December 2020
PEEE Segment assets 53,965,730 66,782,037 84,562,197 38,200,663 8,820,927  (5,025,331) 247,306,223
HEARE Segment liabilities 112,788,974 46,684,129 16,220,032 29,899,300 17,383,932  (5,025,331) 217,951,036
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6. EEIERFT@ 6. OPERATING SEGMENT REPORTING (Continued)
HZE2019F12A31HILFE For the year ended 31 December 2019
{EAET BERT BINRAT BER
Personal  Commercial BEEK  Overseas Hit Inter- 5]
Banking Banking Treasury Banking Others segment Total
FHEWA/ (i) Net interest income/(expenses) 1,690,585 1,262,484 748,168 497,382 (124,835) - 4073784
FMERA/ (i) Non-interest income/(expenses) 949,299 194,505 1,539 138,119 31,863 (096) 1,314,329
2EWA /(FH) Total operating income/(expenses) 2,639,884 1,456,989 749,707 635,501 (92,972) (99%) 5,388,113
EEL Operating expenses (1655353)  (528318)  (179.202)  (507,483) 18,794 9%  (2,850,566)
MREEREBE Operating profit/(loss) before credit
2ERA/ (B8) impairment losses 984,531 928,671 570,505 128,018 (74,178) - 2537547
EERERE Credit impairment losses (260,484) (72,934) (9,240) (12,250) (1478) - (356,386)
NREERERER L Operating profit/(loss) after credit
2ERA/(BR) impairment losses 724,047 855,737 561,265 115,768 (75,656) - 2,181,161
LEREMERE D Net (loss)/gain on disposal and fair
BrEEREATE value adjustment of investment
BB F(ER) Mz properties and other fixed assets (3,524) - - 58 (31,391) - (34,857)
LENATEEAL Net loss on disposal of financial
2t ARM2ENE assets at fair value through
NemEE FER other comprehensive income - - (24) - - - (24)
NG Share of results of an associate - - - 701,857 - - 701,857
BENRIRE ZREER  Imparment loss on the investment
in an associate - - - (287,000) - - (287,000)
EREREFEE 2%E  Share of results of jointly controlled
entities - - - - 32,072 - 32,072
BHANaH/ (B8) Profit/(loss) before taxation 720,523 855,737 561,241 530,683 (74,975) - 2593209
BE) /B Taxation (expenses)/credit (118,812 (141,019) (92,584) (18,262) 17,602 - (353,075)
BERET/ (BB) Profit/(loss) for the year 601,711 714,718 468,657 512,421 (57,373) - 2240134
EZ2019F12A31A1LEE  For the year ended 31 December 2019
HEREHER Depreciation and amortisation 78,802 16,658 6,548 60,525 205,855 - 368,388
12019512 A31H At 31 December 2019
NEEE Segment assets 53,809,806 66,154,676 84,671,487 38406836 5478972  (5,115290) 243,406,487
NERE Segment liabilities 108,290,918 44,136,433  19,835415 30,335,062 17,739,136  (5,115,290) 215,221,674
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7. FEFEWA

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

6. OPERATING SEGMENT REPORTING (Continued)
Geographical information

Geographical segment information is based on the domicile of the legal
entities within the Group with business dealing and relationship with,
and services to external customers. For the year ended 31 December
2020 and 2019, no single country or geographical segment other than
Hong Kong contributed 10% or more of the Group’s assets, liabilities,
operating income, profit before taxation, or contingent liabilities and
commitments.

7. NET INTEREST INCOME

2020 2019
FEWA Interest income
e RIFRITHAEER Cash and balances with banks 267,438 475,193
BHIEE Investments in securities 1,360,604 1,762,703
FSHEEREEMIRE Advances and other accounts 4,582,387 5,234,691
6,210,429 7,472,587
FEZH Interest expense
BITER BEER Deposits from banks/Deposits from
customers 2,189,791 2,817,260
BB ITR T3R8 Certificates of deposit issued 126,852 157,184
BIEETS Subordinated notes 137,815 284,480
HEEE(F28(2)) Lease liabilities (Note 28(b)) 10,574 13,486
Efth Others 49,595 126,393
2,514,627 3,398,803
FEWABE Included within interest income

—HIEEEARNESR
MAT B8 BHEBHA
BN ERAE

S USEEEEC RN
R 2 EREHSTAE

— AR AR SR EE

LB
—RAAFESR BHSBIA
CELELS S

REZE2020F K2019F12 A31 B ILFE » WWiERE
REREBEZFEUWA -

— Trading securities and financial

assets at fair value through profit

or loss 53,199 140,573
— Financial assets at fair value

through other comprehensive

income 850,703 1,427,901
— Financial assets at amortised cost 5,306,527 5,904,113

6,210,429 7,472,587

Included within interest expense
— Financial liabilities not at fair value
through profit or loss 2,471,800 3,288,669

For the year ended 31 December 2020 and 2019, there was no interest
income recognised on impaired assets.
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8. FERBERMASWA 8. NET FEE AND COMMISSION INCOME
2020 2019
REERASKRA Fee and commission income
KUARATFE= B EESH:TA Fee and commission income from
BalemEEREEL financial assets and liabilities not at
RI%E KA YA fair value through profit or loss
—EEEBZREERAS — Credit related fees and commissions 170,451 186,003
—ZomE - Trade finance 78,218 87,301
—fEAK - Credit card 255,002 338,315
HApRISE AW A Other fee and commission income
—BHE AR - Securities brokerage 192,396 106,243
—{RBRIHE K EAth — Insurance distribution and others 284,293 336,708
—ZERERUNEEERS — Retail investment and wealth
management services 269,056 255,512
—RITMBERFEE — Bank services and handling fees 65,587 68,677
—Hib R 2 — Other fees 66,779 54,655
1,381,782 1,433,414
REERASZH Fee and commission expense
KUARATFEF= B EESH:TA Fee and commission expense from
BaleREERBEZ financial assets and liabilities not at
RS E MRS H fair value through profit or loss
—FREERAS — Handling fees and commission 189,919 267,580
—EBENEMEA — Other fees paid 10,062 18,870
199,981 286,450

ARERAE=DRHERE - It CEEERR

The Group provides custody, trustee, corporate administration, and

BEERE BESHEREHNEERUATEAS investment management services to third parties. The assets subject

DRELTEEENFVHFRERA

to these services are held in a fiduciary capacity and are not included
in these financial statements.
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9. FEHEWA 9. NET TRADING INCOME
2020 2019
SNEE BT Net gain arising from dealing in foreign
currencies 285,844 74,901
FHEEBERGNES < F e Net gain on trading securities 14,133 13,709
REEBERAEMITETRE 2 F ik Net gain from derivatives entered into
for trading purpose 2,443 1,334
RAATHEE P EEemI A Net gain arising from financial
FU A instruments subject to fair value
hedge 895 7,181
LAATFERT2 B HEBR ABEA Net gain on financial instruments at
ST A2 F W fair value through profit or loss 7,120 1,766
310,435 98,891
10, EApEEUA 10. OTHER OPERATING INCOME
2020 2019
RERIFE ZA AT EFEREZESA Dividend income from investments
Hft 2B ammERIE TAKRE 2 REKA in equity instruments at fair value
through other comprehensive
income, held at the end of the year
— EiRE - Listed investments 1,612 2,284
—JEETMIRE — Unlisted investments 4,330 7,800
wEYE 2 HES WAL Gross rental income from investment
properties 22,965 27,231
HibH WA Other rental income 15,445 13,988
Hith Others 16,420 17,171
60,772 68,474
RFRITEE AR AR 20205 F 3 263
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11. &EXH 11. OPERATING EXPENSES
2020 2019
& BB K A8 A1 52 i Employee compensation and benefit
expenses
—HFHEEMAEER — Salaries and other staff costs 1,880,090 1,793,074
—BUNRB) — R G EIGE(R)) — Government grant — Employment
Support Scheme (Note (a)) (65,686) -
— LARR 1D R BT R 2 st TR 1 (M95E44) - Provision for share-based
compensation charged (Note 44) 821 1,406
—Rkex it — AEHRKEE — Pension costs — defined contribution
plans 103,690 104,840
TEREMETEEESH - Premises and other fixed assets
TEEE expenses, excluding depreciation
—1TEMEES W - Rental of premises (Note 28(b)) 3,307 7,918
—Hit - Others 211,227 197,136
e Depreciation
— 7B R E M E A E (M FE28(F)) - Premises and other fixed assets
(Note 28(a)) 186,078 188,106
—BlEARzYE(HE28(2)) - Right-of-use properties (Note 28(b)) 194,673 180,282
BEE RHEHEEES Advertising and promotion costs 77,138 89,987
ENfl « STAREE Printing, stationery and postage 52,426 50,879
ZER N & Auditors’ remuneration 9,661 9,430
Hith Others 179,511 227,508

i

() 120204 @ AEEFRE T HABBRARIZAE
EESHEH ORI GBI (TR IFE )
2R ZEEATHMRREREHRMBIE - A
REAREERERNE T « IRIBEMRHLE 15T EIH
R AEEIENEZRSHUERE - X
HEBHUANINERETE -

2,832,936 2,850,566

Note:

(@) In 2020, the Group applied for funding support from the Employment
Support Scheme (“ESS”) under the Anti-epidemic Fund set up by the
Hong Kong Government. The purpose of the funding is to provide
financial support to enterprises to retain their employees who would
otherwise be made redundant. Under the terms of the ESS, the Group
is restricted from making redundancies during the period covered by
the cash subsidy and to spend all the funding on paying wages to its
employees.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)
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12. EEM< 12. DIRECTORS’ EMOLUMENTS
BRABNTEHIE383 R AR (EEEFE The emoluments of the Directors of the Company in respect of the
RHEER ) A - AR A ESHRMEHE 2 & 5K E period of directorship disclosed pursuant to section 383 of the Hong
Rt Kong Companies Ordinance and the Companies (Disclosure of
Information about Benefits of Directors) Regulation were set out below:
BRENR{Y
Rz R
REEA MR35
Fé- Incentive HEHRM  BAERGE
EHR bonuses R ZBEHR
BYR%  accruedin (1)  Employer's
Salary, respectof  Share-based  contribution a5
E=HE  allowances services compensation  to retirement (#2)
Directors’  and benefits ~ rendered in payment benefit Total
BZ2020F12831 A LLERE Year ended 31 December 2020 Fee in kind the year (Note 1) schemes (Note 2)
TE Chairman
FFEEE David Shou-Yeh Wong 500 5,946 15,750 - - 22,196
YiTEs Executive directors
FRRE Hon-Hing Wong (Derek Wong) = 8,718 3,008 - - 11,726
TREE Gary Pak-Ling Wang = 6,144 11,900 = 492 18,536
RRERE Nicholas John Mayhew - 5964 11,900 - 497 18,361
BUFHTES Independent non-executive directors
RERREE Robert Tsai-To Sze 475 - - - - 475
BRI Seng-Lee Chan 600 - - - - 600
RIRERE Yuen-Tin Ng 580 - - - = 580
KB RE Blair Chilton Pickerell 532 - - - - 532
&t Total 2,687 26,772 42,558 - 99 73,006
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)
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EEMEm 12. DIRECTORS’ EMOLUMENTS (continued)
Note:

AR AR E R ERE B < X N B RN FEEARETT
(L SRR AR HE & B rE SHRR B AR 2 X 2 A
MRIPERERE 2 X1 o URIES AT Z AR ER
AR B - ERRAEERBIAERTE
R R ARSI » MIAR SN 2 AR ER
ER A Z B - RIRRITR B R R AR AT 5
B AT51ER % B A A ER D < FHRTIE

ERERBTAAARAREMNBRARZES B
HREMBARXNZHFMEBEELIIZES
HMAFA -

REERNFRFELER @ TEANEEEBFRT
REARS RHERAEL  HRARBREF—
FRAREZ EREEKHBEEEFRBREXRF
#=(2019%F : #&) -

MREZE20205F12 A31H ILFE WA MES
METE AR R KEM B QR =482 H AR
A A ERE B (20194 : ££) o

AERN - WES MR IEBO SRS RBMNTES
Fo I L IR BN E B ARG T (R 56 =75 S A S 32 A
EfIR(BE(2019F : &) -

=

Share-based compensation payment includes both equity-settled and
cash-settled share based payment on the share options exercised or
cancelled during the year. 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
(2019: 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 2020 (2019: 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 (2019: Nil).
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12. EEMEmw 12. DIRECTORS’ EMOLUMENTS (Continued)
BEFARE
52 BiR
RENTEA DG
8- Incentive Hgm  RICEHEE
ZHR bonuses MEF  ZEEER
EMFIE  acoruedin (#1)  Employer's
Salary, respectof  Share-based  contribution ast
allowances services compensation o retirement (32)
ESi%  andbenefits  renderedin payment benefit Total
HE2019%12A318ILFE  Year ended 31 December 2019 Directors’ Fee in kind the year (Note 1) schemes (Note 2)
Edi Chairman
IFERE David Shou-Yeh Wong 500 5,903 18,000 - - 24,403
BIES Executive directors
BEALE Hon-Hing Wong (Derek Wong) - 8,654 3,438 - - 12,092
Tiasgs Gary Pak-Ling Wang - 6,099 13600 . 492 20,191
REehs Nicholas John Mayhew - 5,964 13,600 - 497 20,061
FHTES Non-executive director
BAZRE Jun Fujimoto 200 - - - - 200
BUFRTES Independent non-executive directors
e BEE Robert Tsai-To Sze 454 - - - - 454
BRI 4 Seng-Lee Chan 552 - - - - 562
REALE Yuen-Tin Ng 547 - - - - 547
EmELE Blair Chilton Pickerell 499 - - - - 499
At Total 2,752 26,620 48,638 - 989 78,999
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13. BREME25L AL 13. THE EMOLUMENTS OF THE FIVE HIGHEST PAID
INDIVIDUALS
(i) M4t () The aggregate emoluments
2020 2019
e FBE  BEY=mkEMER Salaries, housing, benefits in kind and
other allowances 91,280 99,166
RINERFHE 2 EEHRK Employer’s contribution to retirement
benefit schemes 1,511 1,475
92,791 100,677

268

(i) SUBESWAATHEMESAERMT

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

AE
Number of individuals
2020 2019
7S TTHKS
11,500,000 - 12,000,000 1 -
12,000,001 - 12,500,000 - 1
18,000,001 - 18,500,000 1 -
18,500,001 — 19,000,000 1 -
20,000,001 - 20,500,000 - 2
21,500,001 - 22,000,000 1 -
22,500,001 - 22,500,000 1 -
23,500,001 - 24,000,000 - 1
24,000,001 - 24,500,000 - 1
5 5

w5 mEME WA ZALA » B46I(2019%F : 4
i) AES - HIAENESHEE e EE L 2K
F121 ©

RER - AEEIW T EERSL&SWAA LAY
B - ERIMASINBEAREE 2 SENEBAE -

LitsfimREmBAALTOME RIEBHEEZFE
PR ARAG TN AN SR [ 2 S4B HOTRAR AR RNTEAL ©

Included in the emoluments of the five highest paid individuals were
the emoluments of 4 (2019: 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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



14. EEREBE

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

14. CREDIT IMPAIRMENT LOSSES

2020 2019
s (HBR B8 2 254 New allowances net of allowance
releases 745,612 467,407
W [E] 81 B 88 2 SR8 Recoveries of amounts previously
written off (98,644) (111,021)
646,968 356,386
BT : Attributable to:
—RFER — Advances to customers 603,479 342,581
—Hiv&mEE — Other financial assets 36,162 11,430
— BERURIE R IS ELR — Loan commitments and financial
guarantees 7,327 2,315
646,968 356,386
15. ®i\E 15. TAXATION

B V8 TS B T 1R BR G 0 {5 FE AR A5 i A A =
16.5% (20194F : 16.5% ) IR#EZEME BN K TY
R NEHMb ST E R BR MR AN 5 B A8 & S5
B2 BRABEGHE -

EEMERRAEEARERER  HEERS
BARAEAN R AT T MRS AER 2B
RIES IR -

Hong Kong profits tax has been provided at the rate of 16.5% (2019:
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.

2020 2019
RNEERIA Current income tax:
—EBBNEH - Hong Kong profits tax 283,017 337,227
— BN - Overseas taxation 22,793 30,873
— IR FE B 2 B — Over-provision in prior years (218) (85)
IRAERIE (FI5E35) ¢ Deferred income tax (Note 35):
— BN R = R AE £ R - Origination and reversal of timing
differences 10,806 (14,940)
I8 Taxation 316,398 353,075
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15. TAXATION (Continued)

The tax on the Group’s profit before taxation differs from the

theoretical amount that would arise using the weighted average tax

rate applicable to profits of the consolidated companies as follows:

2020 2019
BTt BT 4 A Profit before taxation 1,809,408 2,593,209
BRBHGHE16.5%1E 2 Fi1E Tax calculated at Hong Kong profits tax
rate of 16.5% 298,552 427,879
THIRAEIRR Tax effects of:
HBR z TR Different taxation rates in other
countries 14,761 (1,212)
EREBR 2 WA Income not subject to taxation (25,099) (59,967)
TREHIR A X H Expenses not deductible 157,898 107,558
BEER 2R BE AT R Results of associates and jointly
HEIEHIER 2 2EE controlled entities reported net of
tax (122,687)  (121,008)
REMEEY T ERZIEE ltems recorded in other comprehensive
income (6,809) -
RiBA FE R 2 B Over-provision in prior years (218) (85)
WA Taxation 316,398 353,075
16. KRE 16. DIVIDENDS
2020 2019
IR IR S - FARE EAR0.08% T Interim dividend paid of HK$0.08
(20194F : 0.13/87T) (2019: HK$0.13) per ordinary share 112,460 182,748
BIRARHIE - R @R0.22/8T Proposed final dividend of HK$0.22
(20194 : 0.35/%7T) (2019: HK$0.35) per ordinary share 309,265 492,013
421,725 674,761
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17. SREF 17. EARNINGS PER SHARE
2020 2019
(#7) (#7T)
(HKS) (HK$)
FRRAF Earnings per share
ERREE Basic and diluted 1.06 1.59

ERERNBINREGREFTRT THIEER AR
1,493,126,000 % 7T ( 2019 4 : 2,240,033,000
BIL) RFEABBEITEBRRG 2 NETHEE
1,405,752,132 % (20194 : 1,405,736,426/% ) 5T
H o BE BN Z ARITE R T BARR 5 2 I
BT AW EBEEENTE -

18. BERERITHEER

The calculation of basic earnings per share and fully dilutive
earnings per share is based on earnings of HK$1,493,126,000 (2019:
HK$2,240,033,000) and the weighted average number of 1,405,752,132
(2019: 1,405,736,426) ordinary shares in issue during the year. The
share options outstanding during the year ended have no dilutive effect
on the weighted average number of ordinary shares.

18. CASH AND BALANCES WITH BANKS

2020 2019
RE RERITHEE Cash and balances with banks 4,559,911 2,741,559
BAKEETER Money at call and short notice 10,703,672 14,901,271

Mk REER

BB

15,263,583 17,642,830
Less: impairment allowance
— Stage 1 (1,131) (582)

15,262,452 17,642,248
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19. BEEEAZNESRUAFEFTE 19. TRADING SECURITIES AND FINANCIAL ASSETS AT
BHESH ABRENETRMEE FAIR VALUE THROUGH PROFIT OR LOSS
2020 2019
FEEERBRNES Trading securities:
BEE2 Debt securities:
— &5 — Listed in Hong Kong 30,089 20,681
—JEET™ - Unlisted 5,049,958 8,367,272
5,080,047 8,387,953
LAAF BT 2 B HEBE A Financial assets at fair value through
BaierEE profit or loss:
BEBES Debt securities:
—3EETm — Unlisted - 328,768
- 328,768
A&t Total 5,080,047 8,716,721
PREEBEFAR Included within debt securities are:
—BIERKR(ZRELER) — Treasury bills which are cash
equivalents 482,991 1,606,484
—H b BB =R — Other treasury bills 4,566,967 6,781,469
—BTES - Government bonds 30,089 =
— B ST 7E S IR BT THES - Other debt securities issued by:
—1bE — Corporate entities - 328,768
5,080,047 8,716,721

R20204F K22019F12 A31H » Ll RITER
ERATRE -

As at 31 December 2020 and 2019, there were no certificates of

deposit held included in the above balances.
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NOTES TO THE FINANCIAL STATEMENTS

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

20. DERIVATIVE FINANCIAL INSTRUMENTS

The notional principal amounts of outstanding derivatives contracts

SREQANFERAT : and their fair values as of 31 December 2020 were as follows:
an/
EueH B¥E
Contract/ Fair values
notional EE =L
amount Assets Liabilities
1) BEEERBRZITETA 1) Derivatives held for trading
B) SMEDTET A a) Foreign exchange derivatives
mHNEBESH Forward and futures contracts 63,546,714 857,935 (815,861)
B8 A\ ROt ) NG B Currency options purchased
and written 9,794,008 16,681 (16,661)
Z) FIRPTET A b) Interest rate derivatives
Fl| 2=t 5 Interest rate swaps 5,149,560 48,888 (44,691)
8 A S I SR ER Interest rate options purchased
and written - - -
A) EEmETETR ¢) Equity derivatives
BB A\ R H e M A Equity options purchased
and written 742,444 22,479 (22,457)
FHEEBERGZITETR Total derivative assets/(liabilities)
BE/(BB)EF held for trading 79,232,726 945,983 (899,670)
2) FHEEHRABZITETE 2) Derivatives held for hedging
) IEEUARNFEEH R Z974T A  a) Derivatives designated as
fair value hedges
2=t 2R Interest rate swaps 41,984,638 189,831  (2,291,518)
FHEEHRRGE ZITET A Total derivative assets/(liabilities)
BE/(BE)E: held for hedging 41,984,638 189,831  (2,291,518)
ERRZITEERTA Total recognised derivative financial
BE/(BE)E:T assets/(liabilities) 121,217,364 1,135,814  (3,191,188)
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20. fTE€MTA®W 20. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
2019512 A1 ARE M 2 ATETAAHREAR The notional principal amounts of outstanding derivatives contracts
SREQANFERAT : and their fair values as of 31 December 2019 were as follows:
&t/
ZHELHE ~¥E
Contract/ Fair values
notional BE afE
amount Assets Liabilities
1) BEEERBRZTETA 1) Derivatives held for trading
) SMNELDTET A a) Foreign exchange derivatives
RERHEEL Forward and futures contracts 85,980,290 427,242 (346,656)
B8 A\ ROt ) NG B Currency options purchased
and written 8,583,805 11,034 (10,733)
Z) FIELTET A b) Interest rate derivatives
st Interest rate swaps 4,476,095 17,185 (10,537)
8 A S ) =R ER Interest rate options purchased
and written 674,220 - (240)
) T ET A ¢) Equity derivatives
BB A\ R H e M A Equity options purchased
and written 265,264 2,191 (2,190)
FHEEBERGZITETR Total derivative assets/(liabilities)
BE/(BB)E:T held for trading 99,979,674 457,652 (370,356)
2) BHEEHRABZITETE 2) Derivatives held for hedging

) IEFEUNFEE #2474 T A  a) Derivatives designated as fair
value hedges

M= 51 Interest rate swaps 38,285,505 110,164 (722,672)
FHEEHRRGE ZITET A Total derivative assets/(liabilities) held
BE/(AE)E: for hedging 38,285,505 110,164 (722,672)
ERRZITESMIA Total recognised derivative financial assets/
e/ (afB)ast (liabilities) 138,265,179 567,816  (1,093,028)
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20. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

The credit risk weighted amounts of the above off-balance sheet
exposures as at 31 December, before taking into account the effect
of bilateral netting arrangements that the Group entered into, are as

follows:
2020 2019
EXRAEH Exchange rate contracts 793,701 721,770
FMEEH Interest rate contracts 83,423 64,608
HE4 Other contracts 38,744 8,854
915,868 795,232

BETEZANBRESERBSHRNRS
B WTRERERMBEE -

EERRIMEBEN2ERESEREL 2(RTT
EERBRADMAE 2 BER - sTEMS 2 BEER
BIZZHF RBZIAES KNI HFIEME

The contract amounts of these instruments indicate the volume of
transactions outstanding as at the end of the reporting period, they do
not represent the amounts at risk.

The credit risk weighted amounts are the amounts that have been
calculated with reference to the Banking (Capital) Rules issued by the
HKMA. The amounts calculated are dependent upon the status of the
counterparty and the maturity characteristics of each type of contract.
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21. FEERRHAMERER 21. ADVANCES AND OTHER ACCOUNTS
K&
Restated
2020 2019
BEERBE Gross advances to customers 137,577,384 136,946,773
kR REZER Less: impairment allowances
— P& ERA - Stage 1 (486,431) (474,635)
—PEER2 - Stage 2 (208,225) (152,754)
—B4ER3 — Stage 3 (556,508)  (381,197)
(1,251,164) (1,008,586)
136,326,220 135,938,187
BH5EE Trade bills 3,791,124 3,393,863

B - R
BB
—RsER2

HA & 2 (FIRE30)

Nk REERE
— P EXA
—PEER2
—[&ERS

BHRESRREMIRE

20204 « ERBAETER SEERREM
BRE TR - LERHBEN 8 TERE
fEEEE AT - AELBRBTE ST )
BAKTEZFIRIR -

Less: impairment allowances

— Stage 1 (8,848) (1,982)
— Stage 2 (11) (7)
(8,859) (1,989)

3,782,265 3,391,874

Other assets (Note 30) 6,758,655 5,321,281

Less: impairment allowances

— Stage 1 (10,287) (8,496)
— Stage 2 (547) (598)
— Stage 3 (11,849) (9,467)

(22,683) (18,561)

6,735,972 5,302,720

Advances and other accounts 146,844,457 144,632,781

In 2020, right-of-use assets have been categorised under “Premises
and other fixed assets” under Note 28 and are not reported as part
of “Advances and other accounts”. The comparative figure has been
restated to conform with such presentation.
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

21. ADVANCES AND OTHER ACCOUNTS (Continued)

(@) Loans and advances to customers include finance lease
receivables as follows:

Loans and advances to customers include net investments in
equipment leased to customers under finance leases and hire
purchase contracts having the characteristics of finance leases. The
contracts have an option for acquiring by the leasee the leased asset
at nominal value at the end of the lease period.

2020 2019
KEERENRES 2 EWAREEE - Gross investment in finance lease
receivable:
1FE AR Not later than 1 year 1,670,776 2,393,950
16 LA EZE545F Later than 1 year and not later than
5 years 2,012,941 3,128,171
5F Ak Later than 5 years 373,460 318,939

BMEMEZ AR BEKRA

BMEMEREFHR

BMEMEREFR IO

1ELAR
1F LA EE5F

5FAE

R20204F K 20194F12A31H » L@ EHER
BB R G EERTIGER -

R2020F12 A31H * AEBE 2 EBEHBELEER
FEARE s E R E MR IER M EFEE T A
109,308,0003% 7T (20194F : 68,242,000/87T) °

4,057,177 5,841,060

Unearned future finance income on
finance leases (206,327) (406,155)

Net investment in finance leases 3,850,850 5,434,905

The net investment in finance leases is
analysed as follows:

Not later than 1 year 1,569,945 2,201,948
Later than 1 year and not later than

5 years 1,929,074 2,949,341
Later than 5 years 351,831 283,616

3,850,850 5,434,905

There is no unguaranteed residual value included in the gross
investment in finance leases above as at 31 December 2020 and 2019.

The allowance for uncollectible finance lease receivables included

in the impairment allowances as at 31 December 2020 of the Group
amounted to HK$109,308,000 (2019: HK$68,242,000).
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22. UAFEFEEHSHAHMEE 22. FINANCIAL ASSETS AT FAIR VALUE THROUGH

KENEMEE OTHER COMPREHENSIVE INCOME
2020 2019
BEISE S Debt securities:
—&XLEM - Listed in Hong Kong 14,072,696 16,470,818
— BRI ET - Listed outside Hong Kong 16,750,257 16,609,379
—JEETm - Unlisted 10,892,365 8,970,096
41,715,318 42,050,293
R IEES Equity securities:
— &AM — Listed in Hong Kong 18,196 30,277
—JEETm - Unlisted 82,484 82,710
100,680 112,987
A&t Total 41,815,998 42,163,280
BIEEEKEARANE Included within debt securities are:
— AR RE - Certificates of deposit held 344,348 114,099
—BHEZR(ZERREER) — Treasury bills which are cash
equivalents 3,551,262 4,496,472
—Hfb R EER — Other treasury bills 6,026,161 5,599,844
—BNES — Government bonds 123,458 118,594
— H A {E1%E 5 — Other debt securities 31,670,089 31,721,284
41,715,318 42,050,293
LAAFERTE B EEB)FTA Financial assets at fair value through
HEtEHEEmEnSrEE other comprehensive income are
REATHEER ST analysed by categories of issuers as
follows:
BEFES Debt securities:
— R R TR R R AT — Central governments and central
banks 9,700,881 10,214,910
—NEHE - Public sector entities 134,779 143,655
—RITREM S B - Banks and other financial
institutions 7,582,172 6,224,854
— 1 — Corporate entities 24,297,411 25,466,799
— HAh — Others 75 75
41,715,318 42,050,293
HEmERES Equity securities:
—1b% - Corporate entities 100,680 112,987
41,815,998 42,163,280
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22. UAFEFEBEESEHAEMEE
WEFENEREE @®)

ETFUARFEFEREEEH AL MEE WS
MM T A48 & R 2020F FH E M B R E &R
EMPEEE - RKRIEHERA REZAFESR
163,220,000/ 7T, & £ H & 2 51 Wiz 413,853,000
BT e WENAFEFEEEEFH AL BEE
URzS Y RE RS T B 02019 FHAR IEHER o

23. DBBRRAIIRNEREE

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 2020 due
to risk monitoring consideration. The fair value of the investments at
the date of derecognition was HK$163,220,000 and its cumulative gain
on disposal was HK$13,853,000. No equity instruments measured at
fair value through other comprehensive income were derecognised
during 2019.

23. FINANCIAL ASSETS AT AMORTISED COST

2020 2019

ESES Debt securities:
—&ELEm - Listed in Hong Kong 8,751,193 4,531,678
— BB £ — Listed outside Hong Kong 9,297,525 6,534,167
—JEm — Unlisted 4,818,383 4,598,713

kR : REER

BB

At

BREBBEFAE
—FENERE
—BEBERE
—BFES
—HEHKESR

AR AT BRI SR EE
WEITHRBIER DT -

— PRREEAT B RERTT

—REHRE
—SRITREA S BHE

22,867,101 15,664,558

Less: impairment allowance
— Stage 1 (24,222) (11,533)

Total 22,842,879 15,653,025

Included within debt securities are:

— Certificates of deposit held 1,745,601 1,451,302
— Treasury bills 1,308,909 2,225,843
— Government bonds 248,395 301,957
— Other debt securities 19,564,196 11,685,456

22,867,101 15,664,558

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

follows:
— Central governments and

central banks 1,557,304 2,527,800
— Public sector entities 293,469 75,294
— Banks and other financial

institutions 7,681,769 5,954,650
— Corporate entities 13,323,470 7,095,725
— Others 11,089 11,089

22,867,101 15,664,558
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24, BENTIRE 24. INVESTMENT IN AN ASSOCIATE
2020 2019
(L& ESE Share of net assets 6,199,304 5,279,152
S Goodwill 344,623 344,623
6,543,927 5,623,775
Bk - RELERE Less: impairment allowances (2,266,000) (1,735,000)
4,277,927 3,888,775
12A31B 2 A& Fair value at 31 December 2,224,088 2,141,545

The fair value of the Group’s investment in Bank of Chongging

(“BOCQ”) shown above is calculated with reference to the closing
market price of BOCQ’s H-shares as at the end of 2020 and 2019.

The following is the key information relating to the associate as at 31

December 2020 and 2019:

SR % i itk B FEXK FritERBE DL
Z18 Place of incorporation Principal Percentage of
Name and operation activities interest in ownership
2020 2019
BEERT SEPNES I ]R1T
Bank of Chongging People’s Republic of China Banking 14.66% 14.66%
2020 2019
1H1H At 1 January 3,888,775 3,620,597
FEIGBRTUIL AR Share of results, net of tax 710,370 701,857
FEMERTRIGE EG R Share of investment revaluation
reserve, net of tax 382 78,099
AL Dividend received (118,387) (80,344)
VERIEY Ei=brcd Impairment loss charged (531,000) (287,000)
BE 3 22 2 R H A SR B Exchange differences and
other adjustments 327,787 (144,434)
12H31H At 31 December 4,277,927 3,888,775
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24, HBENTRE @)
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BEEIRITOEATET2EH8A12A31H -

HZE20205F12 AN HILFEHIMHE - ASEERS
BERRITHEEN2019F RE —FZH E202059
A30RE=FW12{8 A 2 %4 - WEF %712020
F10A1HE2020F 12 A31BEEZEAR S &
ESEY: ] pis -7

HZE2019F12A31 HILFEHRE - AEEERS
HERITE AMAREZE2019F12 A31 B IE121E A
ZHBERRZEE - EREZEFEKR  HUTMMEE
Al o

VA b B 58 B R E A RN &£ B 2020 4F A B 75 R 25 45 /.
EESEMUE - EERTEZE2020F12A318 1E
IR EEIREINAME o

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 2020, the results of BOCQ were
included by the Group by combining the results published by BOCQ
and attributable to the 12 months’ period from the last quarter of 2019
to the first three quarters ended 30 September 2020, and taking into
account the financial effect of significant transactions or events in the
period from 1 October 2020 to 31 December 2020.

For the year ended 31 December 2019, 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 2019.
No restatement is made, as the differences are immaterial.

The above changes are made because by the time these 2020 annual
financial statements of the Group were approved by the Board of
Directors for issue, the results of BOCQ for the quarter ended 31
December 2020 are not yet publicly available.
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24. INVESTMENT IN AN ASSOCIATE (Continued)

(@) Selected financial information of BOCQ (Continued)

20205 20194
9H30H 12H31H
At At
30 September 31 December
2020 2019
BERRTZEEEERAEER Selected balance sheet information of
BOCQ
R e RERRIRITH LR Cash and balances with central banks 43,885,655 35,824,824
FEMCE M 3R1T & & R iHE Due from other banks and financial
institutions 66,139,034 68,530,009
REEREBR Loans and advances to customers 306,971,588 267,144,967
HhemEE Other financial assets 221,986,438 178,355,749
Hoth & e Other assets 12,754,357 10,706,630
BESET Total assets 651,737,072 560,562,179
FEAT B A ERTT 2 & BIHEHE Due to other banks and financial
institutions 96,750,478 78,452,719
BEER Customer deposits 370,884,276 314,316,390
HtSpam Other financial liabilities 126,469,718 117,860,442
HhEE Other liabilities 7,846,215 6,748,298
BEEE Total liabilities 601,950,687 517,377,849
e ET Total equity 49,786,385 43,184,330
Nk BRITZEBEK Less: Preferred shares issued (5,850,240)  (5,490,417)
B © ORI RERR R Less: Non-controlling interests (2,084,751)  (1,861,234)
LmRARR S S T Total equity attributable to ordinary
shareholders 41,851,394 35,832,679
BEERITZREERA Reconciliation of BOCQ’s total
BRI TAR A iR A shareholders’ equity to the carrying
ZEREEERR amount in DSB’s consolidated financial
statements
AR TG AR R = A R DSB’s share of total shareholders’ equity 6,137,403 5,254,774
e WER 2 R R AT EREE Add: Goodwill and fair value adjustment
at acquisition 406,524 369,001
Nk« RE Less: Impairment (2,266,000)  (1,735,000)
fREE Carrying amount 4,277,927 3,888,775
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24. INVESTMENT IN AN ASSOCIATE (Continued)

(@) Selected financial information of BOCQ (Continued)

20194

10A1H

Z2020F

9A30H

1E12{8 8
12 months & 1-20194F
from 12A31H
1 October HFE
2019 to Year ended
30 September 31 December
2020 2019

ERRITZEERGRER Selected income statement information of
BOCQ

el ISH N Net interest income 11,571,802 10,030,546
FREERASKA Net fee and commission income 1,563,508 1,427,103
EBEER Loan impairment charges (4,995,097) (4,100,652)
FRIAS Tax expense (1,300,839) (1,419,428)
FEHE A Profit for the year 5,011,428 4,903,942
Hip 2 mKes Other comprehensive income (39,250) 548,202
FHEMEEE Total comprehensive income 4,972,178 5,452,144
BUREERITIRE Dividends received from BOCQ 118,387 80,344

(2) BREZBERHAKRR2020F -2 2R
=1

M2020F12A31H « AEEEEERITZREZ
ATHEBRREEEARNTE - Bt - AEEFE
HIESEERITZIE 2 REEETRE R AT
AU E &5 o

BEARLHAGFEERBEE(TEREER)ME
EZEBERTAIWESENZIRE 2 RHEE - £
REENRBEEE[HEZERRITARFFRE
RIS - REEREERITHHMESRZER
REBEFER ZFERRROAERFEE  EH
RRBSREFRRFE - BERAREREBEENEZ
BERE T2 EZT N R T I5EE 2 EERITRA
AT SE

(b) Impairment testing on the investment and impairment
recognised in 2020

At 31 December 2020, the fair value of the Group’s investment in
BOCQ had been below the carrying amount for approximately 7
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.
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24, HBENTRE @)

(Z2) BEZRERRRA2020 F #RB 2
B (m)

ETERABEAEASHZREZATRE S
B AREEZRMAHEBRAREEMSEMIE
ERRNERFEEREEZIZ2BEE - BHED
AEHARMFZ BB EIRTT 2 RAIE N R H TR
EERITAREABAZPHREHMERE -
EHEEBRRTZARRERETFEEEER
ERHE -

RIEEE2020F12 A31 B 2 AR T 251 - &
HERZEREEREEEMERBER(ER
EHZ2019F12 A31 HE R Z 25URERR)
M AR MEE 2 7T e £ I A KR ERE
B - NEBEF2020F12 431 B Z AR E T &R
BAR  RREAEEAEER 2D ET
HARERTREZE2019F12 A31 B 2 25t EET
$21,735,000,000/8 o1& < BREE - R ABRES
8 /531,000,000 7T ALt - 720204 F E 1
R (B #5531,000,00078 TT A BE ZIEE 2
{B{8%4,278,000,0007 7T °

SEARHMBITZEAR B RWEAEZIREZ
REBAEF - HERFBTREEERITZREIRE
BRob o MEZIREBEF SN m R PIRIRE A
21,213,000,000/8 7T * #ZKE ZBERTZEKR
FSRITZ BAFTRILE -

24. INVESTMENT IN AN ASSOCIATE (Continued)

(b) Impairment testing on the investment and impairment
recognised in 2020 (Continued)

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.

Based on the assessment conducted for the position up to 31
December 2020, 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 2019) and valuation assumptions, remained below
the carrying amount. The latest impairment test performed by the
Group for the position as at 31 December 2020 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 2019 of HK$1,735
million, by HK$531 million. As a result, an additional impairment charge
of HK$531 million was recognised in the year of 2020 to reduce the
value of the investment to HK$4,278 million.

The calculation of DSB’s capital adequacy does not include the
retained earnings from the investment, except for BOCQ cash dividend
received by DSB. Provided that the investment continues to be held
at or above the original cost of the investment of HK$1,213 million,
impairment made on the investment does not affect DSB’s capital
adequacy.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)
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25. HEEZEHERRE 25. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES
2020 2019
FEETMRRG « RAA Unlisted shares, at cost 20,000 20,000
FEAG U BB & Share of post-acquisition reserves 85,553 76,363
105,553 96,363
A 20204F 201912 B31 B Ay £ R 4| F 62 an The following are the jointly controlled entities as at 31 December 2020
T and 2019:
hEERE
2Bt
Percentage
i it 26 FTEERRQE I of effective
g Place of Principal activities and interest in
Name incorporation place of operation ownership
REHER B R AR BB REER - BB
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong 13.333%
REMEEARR AT BB BERER - B
Bank Consortium Trust Company Limited Hong Kong Mandatory provident fund business, 13.333%
Hong Kong
REF S RIGRA A B BERER - B
BCT Financial Limited Hong Kong Mandatory provident fund business, 13.333%
Hong Kong
ANEFEERBIERER AT 2z BB A TK The Group’s interest in Bank Consortium Holding Limited is held by
HERITHA o MBI AR AT REFK S A DSB, a subsidiary of the Company. Bank Consortium Trust Company
BB AT JyREIEIR AR AT 22 EMB AT © Limited and BCT Financial Limited are the wholly owned subsidiaries

of Bank Consortium Holding Limited.
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NOTES TO THE FINANCIAL STATEMENTS

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

26. MIEBLA

R2020F12H31H » ARG ZMBERARLMAT :

26. SUBSIDIARIES

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

2020:
FriERBBE DL
Percentage of ERFEBERRE
shares held Particulars of
NAER TEEH EEailipub s H# i  issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
RERITER AR RT BB
Dah Sing Bank, Limited Banking Hong Kong 100% - HK$6,200,000,000
LBH(1931)BR AR Ei 5
MEVAS (1931) Limited Inactive Hong Kong 100% - HK$400,000,000
RIABEBR LA BEX BB
Dah Sing Finance Limited Inactive Hong Kong 100% - HK$25,000,000
REZR KBRS
South Development Limited Investment holding British Virgin Islands 100% = US$1
BEX BRE
D.A.H. Holdings Limited Inactive Bermuda 75.5% - US$1,000,000
(RRERREHET)
(In members’ voluntary liquidation)
RARIT(RE) BRAF] RAT i AR ANE
Dah Sing Bank (China) Limited Banking People’s Republic of China - 100% RMB1,200,000,000
RPIRRRITROER AR RAT il
Banco Comercial de Macau, S.A. Banking Macau - 100% MOP225,000,000
RERIBER AR AR LS BB
Dah Sing Insurance Brokers Limited Insurance broking Hong Kong = 100% HK$200,000
REEEERAT RIBARTS BB
Dah Sing Nominees Limited Nominee services Hong Kong - 100% HK$100,000
REER 5
Dah Sing Properties Limited Investment holding Hong Kong = 100% HK$9,998
REER BB
DSB BCM (1) Limited Investment holding Hong Kong = 100% HK$1
AR i
DSB BCM (2) Limited Investment holding Hong Kong = 100% HK$1
KIBEHBR LA HHEE e
Dah Sing Securities Limited Securities dealing Hong Kong — 100% HK$10,000,000
i S BB
MEVAS Nominees Limited Inactive Hong Kong - 100% HK$50,000
WMERE KBRS
CWL Prosper Limited Property investment British Virgin Islands - 100% US$1
MREIH(EB)BRAF mEE 5
Pacific Finance (Hong Kong) Limited Inactive Hong Kong - 100% HK$450,000,000
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)
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26. MR @ 26. SUBSIDIARIES (Continued)
FriERBBE DL
Percentage of DRFTLERRE
shares held Particulars of
NGRS FTEER S fif it 26 BE B issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
ZEIBERAR & BB
OK Finance Limited Money lending Hong Kong - 100% HK$1,000
HEREFRAR MERE BB
Vanishing Border Investment Services Property investment Hong Kong = 100% HK$20
Limited
MERE REBELHS
Wise Measure Limited Property investment British Virgin Islands = 100% US$1
MERE RERUHS
Reliable Associates Limited Property investment British Virgin Islands - 100% US$1
HNEEEERAR mE¥ 5
Modern World Holdings Limited Inactive Hong Kong 100% = HK$1
MNEBEBRAA max i
Modern Bright Hong Kong Limited Inactive Hong Kong 100% = HK$1
WMERE RERELHS
Talent Union Holding Limited Property investment British Virgin Islands - 100% Us$2
MERE RERZES
Well Idea Enterprises Limited Property investment British Virgin Islands 100% = US$1
BRAFIRITERARZRARBRAASN + LilFT Except for Dah Sing Bank, Limited which is a public limited company,
B AR BFLA R RSN BB LA 5 5 all the above companies are private companies, or, if incorporated
3 EREER S 2 FLA R RIRAEELL o outside Hong Kong, have substantially the same characteristics as a
Hong Kong incorporated private company.
BRAFIRIT(RE)BRAR - ORFIEERITRG Except for Dah Sing Bank (China) Limited, Banco Comercial de Macau,
R AT R A BRAESRAAINEMEKZA A A S.A. and companies incorporated outside Hong Kong specified above,
SN H R RIEAERBKE - all other companies operate in Hong Kong.
RFRTT(RE) B RR A B HK2008F7 A7EF B K Dah Sing Bank (China) Limited was incorporated in Mainland China in
HEEMA L - AR ERAE AR EFE 25 July 2008. It is registered as “Limited liability company” (solely funded
RIBRARI(BHAE  BBIRFMZEER by Taiwan, Hong Kong or Macau corporate body) under the laws of
&) o the People’s Republic of China.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

a® a® a® a® a» a® a® a® a® a® a®
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[ /N [ /N ] [ /N ) mmmm mm-m mmm-m mmm-m
27. BERELEE 27. GOODWILL AND INTANGIBLE ASSETS
BOER  EBEFBE
e EKEE EWEE
B EE Core  Customer HeE
LS Contract deposit relationship Trade i
Goodwill intangibles intangibles intangibles name Total
BN Cost
20201 B1H & At 1 January 2020 and
2020912 A31H 31 December 2020 811,690 26,499 80,583 40,777 58,252 1,017,801
RTER(E, Accumulated impairment/
amortisation
20201 A1H At 1 January 2020 - 26,499 80,583 40,777 - 147,859
RERTR Impairment charge 98,239 - - - = 98,239
202012 A31H 31 December 2020 98,239 26,499 80,583 40,777 - 246,098
BREE Carrying value
2020%F12A31H At 31 December 2020 713,451 - - - 58,252 771,703
ZUER BP@EF
&4 EREE  BEEE
BRERE Core  Customer [k
S Contract deposit relationship Trade A%
Goodwill intangibles intangibles intangibles name Total
BN Cost
20191 A1H K& At 1 January 2019 and
2019412 A31H 31 December 2019 811,690 26,499 80,583 40,777 58,252 1,017,801
BB, Accumulated impairment/
amortisation
2019F1A1E K At 1 January 2019 and
2019412 A31H 31 December 2019 - 26,499 80,583 40,777 - 147,859
IREE Carrying value
201912 A31H At 31 December 2019 811,690 - - - 58,252 869,942

288

EERBRZEBVEEREAHN  BROEREE
FRRELEE/RARBEREREN F5E12F
ZPAI RS o BN AERERMRY S 55
AERERIE RARANGR RIERER IR

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 is carried as an asset of indefinite life
and is tested annually for impairment losses. It is carried at cost less
accumulated impairment loss.

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.
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NOTES TO THE FINANCIAL STATEMENTS

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

it R20209F - EREBEMAER RERKS 2
B BOREERT T EEREEEART

To

a® a a® a® a® a
a» a» a® aD ab @» a® (1 X a® - ([ a® (1 X a® [ X
o> [ /N A - [ /N @ - w [ /N ) o € [ /N (/N ) [ /N [ /N ) - A
27. BEREFLEE®@® 27. GOODWILL AND INTANGIBLE ASSETS (continued)
Bt P
Hong Kong Macau
BISEERIT B ASRAT BIMRAT
Commercial Personal Overseas =F
Banking Banking Banking Total
PR Cost
20201 A1H At 1 January 2020 196,478 122,189 493,023 811,690
BHHEGE) Reclassification (Note) (98,239) 98,239 - -
2020512 H31H At 31 December 2020 98,239 220,428 493,023 811,690
ZERBE Accumulated impairment
20201 A1H At 1 January 2020 - - - -
EETER Impairment charge 98,239 - = 98,239
2020512 H31H At 31 December 2020 98,239 - - 98,239
BREE Carrying value
2020F12831H At 31 December 2020 - 220,428 493,023 713,451
B JBFT
Hong Kong Macau
EIRTT B AERAT TFINRAT
Commercial Personal Overseas &5
Banking Banking Banking Total
PR Cost
2019F1 A1H & At 1 January 2019 and
201912 H31H 31 December 2019 196,478 122,189 493,023 811,690
ZIERE Accumulated impairment
2019F1 A1H & At 1 January 2019 and
2019412 H31H 31 December 2019 - - - -
BREE Carrying value
2019F12A31H At 31 December 2019 196,478 122,189 493,023 811,690

Note: During 2020, part of the goodwill under Commercial Banking was

transferred to Personal Banking following the change in the management

and reporting line of a business unit.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

27. BEREFEEE®
() BEREFEERENR

HEESFERENR  HHEBBRTE 2 EAE
EBMEEZHRCELEMIDIRSE - ZiTEME
RHEEEIREABM&EE - ASF&T 212 FRR
S KERTEASFEREBNEEFERE
2% HERIESF AR E KR - ZEFTEBHmEEE
AEBEREUBBRECELBN EBRZER
FATERIEE B N RSB (R 1B 2 sTAS P AR 51 o BT FE R
ZBRIR R TR B A K B 2 B AR AN e T 2K
9.97%(20194F : 10.1%) °

R FEETZRERATERA2RBREESR
52 3% iRl B E R AR B8 2 A
B AR E F IR FE2%HORFE5F AR KR © FT
FEF 2 BRI % 59.97% (20194F : 10.1% ) JhiE i
RAEE 2 EARKAINEFHE -

R20204F - BRI S ELBMH ] EKSEE
REEHEE SBEEABRTHEERITR
EREXB R SEABMNERBMEBRAERE
98,239,000 7T © ZN G 5 3IF f He 5R EL th X FS Y 7
B RS EREEE (20194 « /&) o

NTS

)
@
27. GOODWILL AND INTANGIBLE ASSETS (Continued)

(a)

Impairment testing in respect of goodwill is performed annually by

Impairment testing on goodwill and intangible assets

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 9.97% (2019: 10.1%).

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 with 2%
constant growth rate after the fifth year. The discount rate of 9.97%
(2019: 10.1%) used is based on the Group’s weighted average cost of
capital.

During 2020, the Senior Management had decided to recognise a
goodwill impairment charge of HK$98,239,000 for the CGU of the
equipment finance business of Commercial Banking given that the
recoverable amount of the equipment finance business under this CGU
is lower than the carrying value. No impairment losses on goodwill in
other segments and trade name were identified in the year (2019: Nil).

28. TEREMEEEE 28. PREMISES AND OTHER FIXED ASSETS
KB
Restated
2020 2019
1TEE ~ 23V KBt Premises, furniture and equipment 2,343,232 1,942,740
EREEE Right-of-use assets 662,807 413,967
3,006,039 2,356,707

N2020%F - EAEEERER[1TEREMEE
BEJETIR MR SBER R AL
8RB BT - ML BHAFEEHIIT - TS
FZINRER -
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In 2020, right-of-use assets have been categorised under “Premises
and other fixed assets” and are not reported as part of “Advances and
other accounts”. The comparative figure has been restated to conform
with such presentation.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

28. PREMISES AND OTHER FIXED ASSETS (Continued)

(@) Premises, furniture and equipment

&
RERIRE
Furniture,
equipment
{TE  and motor Sie
Premises vehicles Total
HZE2019F12A318ILFE Year ended 31 December 2019
FYEREFE Opening net book amount 1,576,065 463,953 2,040,018
#ig Additions - 101,593 101,593
& Disposals = (7,495) (7,495)
FES L (1) Depreciation charge (Note 11) (51,671) (136,435) (188,106)
N ER Exchange difference (1,981) (1,289) (3,270)
FARERmFE Closing net book amount 1,522,413 420,327 1,942,740
20194 12H31H At 31 December 2019
BRAR Cost 2,000,986 1,129,842 3,130,828
ZIEE Accumulated depreciation (478,573) (709,515)  (1,188,088)
BREFE Net book amount 1,522,413 420,327 1,942,740
HZE2020F12831HILFEE Year ended 31 December 2020
FYHREFE Opening net book amount 1,522,413 420,327 1,942,740
#ig Additions 8,618 128,492 137,110
e Disposals - (3,163) (3,163)
PrES H (fEE11) Depreciation charge (Note 11) (59,339) (126,739) (186,078)
EHER Exchange difference 6,956 4,177 11,133
BN BREVMERTE Reclassification from investment
properties to premises 441,490 - 441,490
FRRHEFE Closing net book amount 1,920,138 423,094 2,343,232
2020%12H31H At 31 December 2020
BN Cost 2,459,130 1,219,746 3,678,876
RIEE Accumulated depreciation (538,992) (796,652) (1,335,644)
REFRE Net book amount 1,920,138 423,094 2,343,232
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

28. TEREMEEEE®
() 17 - BERE@

28. PREMISES AND OTHER FIXED ASSETS (Continued)

(a) Premises, furniture and equipment (Continued)

TEZE@DFERRE The net book value of premises comprises:
2020 2019
TR {EH Leaseholds
EBBRAZFHHEY Held in Hong Kong on medium-term
(FE102=504F 2 ) lease (between 10-50 years) 1,534,554 1,139,734
TEBBLAIMNE A 2 B A Held outside Hong Kong on medium-
(F£102=504F 2 ) term lease (between 10-50 years) 385,584 382,679
1,920,138 1,522,413
(2) H& (b) Leases

I ERAREERABAZHERHRER

() ERRIBRIEZLHE

MIERRERANEREEZ SRR

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

(i) Amounts recognised in the statement of financial

position

The statement of financial position shows the following amounts

relating to leases:

20205 20194
12A31H 1A1H
As at As at
31 December 1 December
2020 2019
EREEE Right-of-use assets
e Properties 662,807 413,967
HESE Lease liabilities
(BEEEMRE RER) (included in other accounts
and accruals) 692,594 431,600

06 REENFERERAEEER
439,890,000% 7T (20194 : 72,647,000/8
JT) e

Additions to the right-of-use assets during the 2020 financial

year were HK$439,890,000 (2019: HK$72,647,000).
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(b)

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

PREMISES AND OTHER FIXED ASSETS (Continued)
Leases (Continued)

(i)  Amounts recognised in the income statement

The income statement shows the following amounts relating to

leases:
k=g
Note 2020 2019
ERREEZITEXE Depreciation charge of
right-of-use assets
S Properties 11 194,673 180,282
MEXH(BEENEXE —HEAE) Interest expense
(included in interest
expense — lease liabilities) 7 10,574 13,486
FHEERAENEBEEEZX T Expense relating to short-term
(PRETEREMEEEES L leases and low-value assets
TRIEHE) (included in premises and
other fixed assets expenses,
excluding depreciation) 11 3,307 7,918

2200F N EAMEZRERLRER
193,822,000 7T (20194 : 190,398,000/%8
JE) ©

(i) FEEZHEZTERELATA K

AEEEERSEYE - KR20194F 2020
F o HEAR—RA1FEEIFE ZETHR
BRI RER a0 R 51 (iv)E i 2 TR IR IZHE o

MERRERBAREREEZHEZTE
R BRI - BRHBAARAREZEEZE
RiERSN - HEA R RIMEMZRL -
EZEEBMFTRENERE R EAEER
7 o

(iv) FERRAIZERE

ERMEIDEERBRBREARERITZET
YMEHER - RAKEEERNZERERZ
BEMS  EAZFERTERRELSER
B RZBISE CER R IDRERRT]
RAEREMIER BEAITHRE

The total cash outflow for leases in 2020 was HK$193,822,000
(2019: HK$190,398,000).

(i) 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 2019 and
2020, 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.

KIRITEBEGR AR 2020F F3§]
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@ TD ¢ ED ¢ @B ¢ ED ¢ G cHTP gD & ¢HETP ¢cOH @D ED ¢ H TP ¢H»ED ¢
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29. REM=E 29. INVESTMENT PROPERTIES
2020 2019
1A1H At 1 January 1,208,639 1,236,928
BN BREVERTE Reclassification from investment
properties to premises
— BB RENE L ATE — Fair value of investment
properties reclassified (441,490) -
BHATEEE Fair value losses on revaluation (84,240) (28,289)
12A31H At 31 December 682,909 1,208,639
RERFFE 2 EEEERER Unrealised gains or losses recognised
ERER Z RER R E B in income statement relating to those
assets held at the end of the year
— NP EEE — Fair value losses (84,240) (28,289)
TEYZE 7RI FEDE The net book value of investment properties comprises:
2020 2019
TR e Leaseholds
ERBRE 2R EHELD Held in Hong Kong on medium-term
(FE10E50%F Z ) lease (between 10-50 years) 554,738 1,073,386
FERBAINEA < R HAITEAY Held outside Hong Kong on medium-
(F£10=504F 2 ) term lease (between 10-50 years) 128,171 135,253
682,909 1,208,639
STEREMECZATE Fair value measurement of investment properties

294

N B 7R20204F 220195F12 A31 H AR EM%H)
BEET T B o AT E BB L EERSTA SR
E—NTEAEN (HEREEER)BRA R AL
REERF AZRE WS R E—KTFE A
CRF) BRARARMINR ZIREMEREREL
BHESWARBEEETEATTLRE Z ALY

FEET IR R AR AETT ©

The Group’s investment properties were last revalued at 31 December

2020 and 2019 by adopting the direct comparison approach or

the income capitalisation approach and with reference 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.
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MSEEAMFE Z(GEER - HEFBMBRE
LZRB1IFUA A FEFEIFZAFEEE —BK
EEtARTSRHEENS 2 &= MEENYER

BREMEARI MBS 2 BBERMGEA
AEAHE  EROBEERRAERBBUHE RS
EHFE13FAAFEFEIT A FESRNEIR
ol

T EREMENEER HP—HFERER
KERRR - R RENEZNEFHRNRE
BAEERHEEMER  IREZEBENTE
73R 1,928/ 7 (20194F : 1,850/8 L) EFF A
1R114,000/8 7L (20194F : 127,650/ 7T ) ° $HEE
UBRH TREEETREME AT EAEEE
EBEDLLARED - R2ZINA ©

MAREBEECTZEEAHEZREY X
BERZHERFRAREBEECREERZEY
E2 X HBEETERKAZBENET - 2FEF
EEMSHSKIEARMEARE - Bhi5KasRKE
TERERAIR -

WARBEEELIDENAIER 28U

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

@D - @ @
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”.

One of the key inputs used in valuing the investment properties was
the unit sale rate taking into account of time, location, and individual
factors such as size and levels of buildings, which ranged from
HK$1,928 (2019: HK$1,850) to HK$114,000 (2019: HK$127,650) per
square foot. 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.

For 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:

fRER % FABRZYE &=

Valuation technique(s) Unobservable input(s) Range

REWHE WARBEEETE 5 UEs 2.0%%E2.85%
(1B W) (2019F : 1.95%%2.80% )

Investment properties Income capitalisation Market yields 2.0% to 2.85%
approach (reversionary yield) (2019: 1.95% to 2.80%)

mHiHE BF¥FR63EITE100/% T

(2019%F : FFJ5R66/502106/57T)

Market rental HK$63 to HK$100 per square foot

(2019: HK$66 to HK$106 square foot)
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REFOA&SBEWIFEADEREDTI R
AGE 2 R 2 17 5418,222,00078 7T (20194 -
10,136,000 7T) °

BRES BAREREIRIN  AAEEMETFER
ERERTR

a® a® a® [ 1 J a® ab a® oD @b a® [ ) J aP aD
b ] aD D & a® (3 X ) aP® a» a» a® b (]
Q-m Qmmm QQ-Q [ /N ) m-m mmm-m [ /N )
30. Hh&EE 30. OTHER ASSETS
2020 2019
FEMERIE K TR IE B Accounts receivable and prepayments 5,668,809 3,989,564
FERTULA Accrued income 886,868 1,099,930
Hit Others 202,978 231,787
6,758,655 5,321,281
31. FEFEERARNER 31. TRADING LIABILITIES
2020 2019
ThZE BB R & EEES Short sales of treasury bills and
treasury bonds 1,570,675 5,516,558
32. EFEX 32. DEPOSITS FROM CUSTOMERS
2020 2019
& BT R R R IF 5K Demand deposits and current accounts 53,696,905 40,781,038
EEER Savings deposits 40,948,121 33,076,969
TE B - A K ke BiTE AR Time, call and notice deposits 95,694,781 108,770,799
190,339,807 182,628,806

Included in customer accounts were deposits of HK$18,222,000 (2019:

HK$10,136,000) held as collateral for irrevocable commitments under

import letters of credit.

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

carry variable interest rates.
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

33. CERTIFICATES OF DEPOSIT ISSUED

2020 2019
BRI R R T AR A AE A TE At amortised cost with fair value
TR IAR hedge adjustments
(for hedging interest rate risk) 1,561,697 4,911,274
REERR AT BR At amortised cost 6,564,105 1,839,551
8,125,802 6,750,825

M20204F M2019F A » AN BIR B IR YIA R
IEEEMERITEREEUAFEFEEELZE)
T AR o

AEETE I EE BT F B D AR RS L FE Y
SEE A AT Z BRE{E 1K 1,000,0007% 7T (2019
£F : 56,000,000/87T) °

34. #HERGK

During 2020 and 2019, 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$1 million
lower (2019: HK$6 million higher) than the above carrying amount.

34. SUBORDINATED NOTES

2020 2019
R R R T AB R A A A FE At amortised cost with fair value
R ARRERTIER hedge adjustments
(for hedging interest rate risk):
225,000,000 3 7T7420204F £ HAKY US$225,000,000 Subordinated Fixed
ELBERBEGE(R)) Rate Notes due 2020 (Note (a)) - 1,755,635
250,000,000 ZE7TH20264F ZI|ERHY US$250,000,000 Subordinated Fixed
EREEERGE(Z)) Rate Notes due 2026 (Note (b)) 1,964,475 1,946,445
225,000,000 3 7T720294F EI| EiHY US$225,000,000 Subordinated Fixed
ELBERBGE(R)) Rate Notes due 2029 (Note (c)) 1,863,983 1,808,101
3,828,458 5,510,181

1R20204F & 2019F A » N5 B AR A R V1A FERRF
EEEMBEGEAARNFEEFEREEZH A

= s
B o

During 2020 and 2019, the Group did not designate on initial
recognition any subordinated notes at fair value through profit or loss.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

34.

AT

&)

BESKW@®

It T K iR 1T R 2010 F 2 A 11 B %17 2
225,000,000 3 7t 72 7 i 3% 32 5 Fr ([ %732 Fr )
EHEHARERMME AR ESBRERH (&
1) o AFERTTE 202052 11 E 2HHE 281
BRI EER -

Ty Ty K FER 1T R 2016 11 A30H #1172
250,000,000 T EBBR S FT([ EERHFT])
EFTRFAEERBENMEATA-BRERN
100G BE R B ERER ([EK]) (AEFEB(R
TE(ER)RAND 2GR o 5 EH #2026
F11H30R 28 - :BEMFEEH /22021 F 11
A30R - HETHEHEEZEHEER F84
4.25% @ GHERHE—IR - Hig - WEBKREE
EMEEAELD  TRNFESEITRERSF
HEEEEES B R MN2552 T - FEBEES
ERTESHE - KRITAILEREEEBRE
(FEEBH ) ETE - RFTIRITINE B —BIRRERITEI L
FSts B & QGBS /) EE A S i R AR TR
TRIZES B AEREZEF SR -

Ty K FH R TR20194F1 A15 8 %172
225,000,000 TTEBBR ST EMEFEEE
BIBENMPERE R - FERNI0FHESEE
B ([E5 ) (HEFEBCRITE(EAR)HAD
ZIER) o I EEHAE2029F1 A158 B Hf -
BIEMEERA202451 8158 - HBETHEE
BREMHEER £ A% BEEME—K-
Hik o MESAEEZEEEAERD - FE0F
BEEF]AERSFHEHABERES S X255,
T o ERISEHLERTESLIME - RITRITAISA
SHEEEBME (FEFD ) ER - RIRITIHE
81— BRRERTT AT 2 A S 2 B & 40 i B 7S /0 & E A
B AETRITRER S AEREZEF 2
R o

AEFEN SR ERGI R RANENNSHE
& A+ B3l 2 B T (B 1K 146,000,0007% 7T (2019
£F : {£59,000,000/&7T) °

34.

Note:

@

(b)

SUBORDINATED NOTES (Continued)

This represents US$225,000,000 Subordinated Fixed Rate Notes
qualifying as supplementary capital of DSB issued on 11 February 2010
(the “Notes”), which were listed on the Singapore Stock Exchange
Trading Limited (“SGX”). The Notes had been fully repaid by DSB on the
maturity date of 11 February 2020.

This represents US$250,000,000 Basel |Il compliant 10-year
Subordinated Fixed Rate Notes qualifying as Tier 2 capital of DSB (subject
to the provisions of the Banking (Capital) Rules of Hong Kong) issued on
30 November 2016 (the “Notes”), which are listed on The Stock Exchange
of Hong Kong Limited (“SEHK?”). The Notes will mature on 30 November
2026 with an optional redemption date falling on 30 November 2021.
Interest at 4.25% 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$225,000,000 Basel |Il compliant 10-year
Subordinated Fixed Rate Notes qualifying as Tier 2 capital of DSB (subject
to the provisions of the Banking (Capital) Rules of Hong Kong) issued on
15 January 2019 (the “Notes”), which are listed on the 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.

The amount that the Group would be contractually required to pay at

maturity to the holders of these subordinated notes is HK$146 million

lower (2019: HK$59 million lower) than the above carrying amount.
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

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

T~ relate to the same fiscal authority. The offset amounts are as follows:
2020 2019

BB E Deferred income tax assets 124,680 115,216

ERETIRAE Deferred income tax liabilities (14,561) (20,559)

EEHREERBBEREBERER ZABER R
Bl S 2 FaET B DT

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:

2020 2019
REIHEE Deferred income tax assets:
—A[{E12 & A& e 2 IR E TR I8 & B — Deferred income tax assets to
be recovered after more than
12 months 255,871 257,858
REFIREE ¢ Deferred income tax liabilities:
—EE12 AARERZBEEREAE - Deferred income tax liabilities to
be settled after more than
12 months (145,752) (163,201
110,119 94,657
RIETITEAR B REFHAT The gross movement on the deferred income tax account is as follows:
2020 2019
1A18 At 1 January 94,657 133,580
U BR AFIE (2 ), /B Tax (charged)/credited to the
(fF3E15) income statement (Note 15) (10,806) 14,940
RiEEERAFEBIE (X H) Tax credited/(charged) to equity
(Fft7£39) (Note 39) 21,426 (52,294)
EHER Exchange difference 4,842 (1,569)
12H31H At 31 December 110,119 94,657
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

35. IEFERIIE @)

EEHBEERBBERAFEZEE  TRER
MRBUEEERE TG T

a» a® a® a® (1 J a»
a® a» a® a® a® a®
@ mm-m mmm-m mmm-m
35. DEFERRED INCOME TAX (Continued)

The movement in deferred income tax assets and liabilities during the
year, without taking into consideration the offsetting of balances within
the same tax jurisdiction, is as follows:

300

BELEBIEEE : Deferred income tax assets:
RE
EEREE B
Impairment REAM
allowances Deferred
and expenses S
provisions  and others Total
20191 HA1H At 1 January 2019 198,644 52,644 251,288
USRI (SZ ),/ o3 (Charged)/credited to the income statement (997) 9,136 8,139
EHER Exchange difference (860) (709) (1,569)
201912 A31H %20201H1H At 31 December 2019 and 1 January 2020 196,787 61,071 257,858
PURESER MBI () Credited/(charged) to the income statement 5,057 (11,886) (6,829)
ME N E R Exchange difference 3,023 1,819 4,842
202012831H At 31 December 2020 204,867 51,004 255,871
BEERIBEERE : Deferred income tax liabilities:
EBHITE REWEEM
Accelerated Investment BRESEM
BE tax properties  Investment a5
Provisions depreciation revaluation revaluation Total
20191 H1H At 1 January 2019 14,636 90,488 7,999 4,585 117,708
R R A Charged/(credited) to
(B the income statement 207 (6,611) (397 - (6,801)
iR AR A [ 5 Credited to equity - - - 52,294 52,294
2019F12A31H & At 31 December 2019
20201 A1H and 1 January 2020 14,843 83,877 7,602 56,879 163,201
PR A (Credited)/charged to
(EI#), i the income statement (7,117) 11,862 (768) = 3,977
RiEZRA Charged/(credited) to
S (E) equity 1 - - (21,427) (21,426)
2020%12H31H At 31 December 2020 7,727 95,739 6,834 35,452 145,752
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a» ab [ 1 J a aP [ ) J aD ab [ J
E;l'li.llgz’ﬂﬂli...ﬂﬂlb.ll‘ﬂlb(g,‘ﬂli...Irl'.ligz,irli¢g,|l.“"|llb¢z’ﬂﬂlbcﬂ’lrl|.ll‘z,|'Ii...1.IICID‘3,
[ /N ) [ 7N ) [ /N ) [ 7N ) [ 7N ) [ /N ) [ /N ) [ /N ) [ /N ) [ /N )
35. IRFEFIIE @) 35. DEFERRED INCOME TAX (Continued)
ATy F A B AEIEE () 2 IRERE The deferred income tax credited/(charged) to equity during the year is
as follows:
2020 2019
RIS 2 AT AR Fair value reserves in shareholders’
equity:
—URAFEFEZEHEES A - financial assets at fair value
Hofth 2 Wk 1O & B A 2E (PHES9) through other comprehensive
income (Note 39) 21,426 (52,294)
36. EAEEA T 36. BALANCES WITH GROUP COMPANIES
I AR ENIEER B EEE A FR RS Included in the consolidated statement of financial position captions
B RIEITR S FTEAE Z EHETIT ¢ are balances with group companies arising from transactions
conducted on normal commercial terms:
2020 2019
HRPEAR N ) 2 A ER Balances from the holding company
FEERREMEKE Advances and other accounts 580 573
BEEXR Deposits from customers 136,753 115,294
HAihBR B KIEIR Other accounts and accruals 36 56
EA[FR R B AR 2 &gk Balances from fellow subsidiaries
FHEERREMEKE Advances and other accounts 5,532 6,882
EYSVES /4 Deposits from customers 301,709 398,215
HmBR B KA Other accounts and accruals 4,308 3,048
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37. FREBRARE
() BAXAE

R12A31BERB NIDKRIRRER 2 BEE KE
ABEEEEZEARRENT :

-
37. CONTINGENT LIABILITIES AND COMMITMENTS
(@) Capital commitments

Capital expenditure in respect of projects and acquisition of fixed assets
as at 31 December but not yet incurred is as follows:

2020 2019

EROBERERERZHAX

(2) FEESE

AEBEERBERIMERETEPZERTA
BREBEREEERBRINESEENT

Expenditure contracted but

not provided for 198,240 147,096

(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:

BREH
Contract amount
2020 2019
BEEERE M Direct credit substitutes 645,720 563,882
HEAX S E 2 SR 1E B Transaction-related contingencies 537,138 527,442
HIEE 5 MR 2 SR TE B Trade-related contingencies 846,898 967,813
AR BUB T NRTR ST B A 2 Commitments that are unconditionally
cancellable without prior notice 72,035,740 74,428,118
HAbAE - HRANERA Other commitments with an
original maturity of:
— PP - under 1 year 4,060,949 3,999,906
— 1R E -1 year and over 362,675 758,023
78,489,120 81,245,184
fE SRR B
Credit risk weighted amount
2020 2019
AR E B SR Contingent liabilities and commitments 1,574,554 1,794,624
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a® b a® a®
(3 X ] [ 1 ) aD ab @» a® (3 X a» a - a® aD &b a® a» a»
N J mm - mm -0 [ /N ) @ [ /N ) [ /N ) mm [ /N ) [ /N ) -
37. FAREEBREAE@®m 37. CONTINGENT LIABILITIES AND COMMITMENTS
(Continued)
(A) BEERZEE (c) Assets pledged
2020 2019
EERZFHEEERAREER Trading assets and financial
SETEIER BEER investments pledged to
secure liabilities 3,077,937 4,600,158
—ErR RO — of which: under repurchase
agreements 1,506,126 686,003
ERzEESRE Amount of liabilities secured 3,123,207 4,597,103
—Hd RO — of which: under repurchase
agreements 1,551,207 671,153

ERIIREERERANEEMR B EREREE
RZBEE - ZFRZHREFREFHEMRRZ S
(BIER B MR E E U REA R B f4E
B2 IR ) IGETT -

(T) EEHEEAE

IARKEZ ABRR/EEA - BTIABUEMELE
HEMRARREW 2 SAERE [ FARRELT

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:

2020 2019

1A Within 1 year 16,180 24,891
15224 Between 1 and 2 years 11,521 5,186
2E3F Between 2 and 3 years 839 2,253
28,540 32,330

BEoh - REBEERAEA - BER20204F &20194F
12A31 BRI A TIHARIRZHE - ZRSHE
i & % {5 2 M E I B EE & 51 /328,953,000/% 7T
(20194 435,610,000/ 7T) °

In addition, the Group has, as a lessee, entered into a number of leases
as at 31 December 2020 and 2019 that have not yet commenced.
The aggregate lease payments payable under these leases amount to
HK$28,953,000 (2019: HK$435,610,000).
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Sl aaiia ae e D e s o o oo
[ /N ) [ /N ) [ /N ) [ /N ) [ /N ) -
38. WA 38. SHARE CAPITAL
2020 2019
BRE B 2 AR
Number Share Number Share
LZER BROTRBERAE : Ordinary shares, issued and fully paid: of shares capital of shares capital
1A1H At 1 January 1,405,752,132 6,894,438  1,405,689,820 6,893,494
RAERBREETRND Issue of shares upon exercise of
(BE RN 1ERER share options (with transfer from
5 A ) share-based compensation reserve) - - 62,312 944
128318 At 31 December 1,405,752,132 6,804,438 1405752132 6,804,438

HIBZR N B F 2004 4F6 B 12 B R4V Y R HE 5T
E([ZERRETE])  BZERREFEE
TTLAR » 9713 (20194F : 9717 ) R AR #E DA SR BB
14,356,991 % (20194F : 14,356,991 0% ) 7&K A &) B%
m ERTFASRENINESRERITHAE -
B BT 2R R%E E2020F12A31 8 1k » 5117
(20194 : 5117 ) FRAXAE LATREE2,039,841[% (2019
F : 2,039,841 %) AR AR B KRS EN Y o

RERNBEERDRITRABRBEBBRE S
FBZRBAEPARRBRME B BEINT

Pursuant to the Company’s Share Option Scheme adopted on 12
June 2004 (the “Old Scheme”), 97 (2019: 97) options to subscribe for
14,356,991 shares (2019: 14,356,991 shares) of the Company had
been granted to certain directors and senior executives of the Group
since the inception of the Old Scheme. Up to 31 December 2020
and since the inception of the Old Scheme, 51 (2019: 51) options
to subscribe for 2,039,841 shares (2019: 2,039,841 shares) of the
Company have lapsed or expired.

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

RIREF RO EE
Number of shares
in the options

2020 2019

1H1H At 1 January - 62,312
RERTTE - BUBSRK Exercised, cancelled or lapsed

during the year - (62,312)

12H31H

At 31 December = -
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38. WA 38. SHARE CAPITAL (continued)
M2 A31 BIDARE TR 2 ERRIEFFIT ¢ Particulars of the outstanding options under the Old Scheme as at 31
December are as follows:
RRETRAEE
AREHAE Number of shares
Number of options in the options
BFEHRITHEE Date of grant and exercise price 2020 2019 2020 2019
2011128128 - 12 December 2011, at an exercise
ZITEEER8.91 B T price of HK$8.91 per share* - = - =
20124128218 - 21 December 2012, at an exercise
RIT{EEENRT7.96/8 T price of HK$7.96 per share* - = = =
2014435268 - 26 March 2014, at an exercise
TR EEMR11.68E T price of HK$11.68 per share* - = - -

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

* RIEZERRER B Z G - DARETR B
R R REE A BB RITRES AR FN2014
F5 A TER 2 HARMEHFE

FRZN R A7 2014 655 A 27 B £ 41 ) 37 3R ik #8
T8I ([ZARRESE]) - B2 RRETE
BEATUAZR - 2017 (20194 : 2017 ) RARHE LA R
1,500,000 /% (2019 4F : 1,500,000 % ) 7K A 7] i
7 BERTAEENHHEZRSRITHAE °
Bzt EMR % £2020F12 A31H1E 517
(20194F : £ ) 3R M4 LA R #% 300,000 4% (2019 :
)N A BN B Rk B -

: ﬁﬁk

pall}

Pursuant to the terms of the Old Scheme, adjustments were made to
the exercise price and the number of shares that can be subscribed for
under the outstanding share options as a result of the Rights Issue of the
Company completed in May 2014.

Pursuant to the Company’s Share Option Scheme adopted on 27
May 2014 (the “New Scheme”), 20 (2019: 20) options to subscribe for
1,500,000 shares (2019: 1,500,000 shares) of the Company had been
granted to certain directors and senior executives of the Group since
the inception of the New Scheme. Up to 31 December 2020 and since
the inception of the New Scheme, 5 (2019: Nil) options to subscribe for
300,000 shares (2019: Nil) of the Company have lapsed or expired.
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a® a® a® a® a® b a® oD @b a® a® a®
@ D Q-m-mngn-mn GpED @D TP ¢cH e D ED ¢ H» €D ¢ @D ¢>H &
[ /N ) - [ /N ] [ /N ) [ /N [ /N [ /N ] [ /N ) [ /N ) -
38. WA 38. SHARE CAPITAL (Continued)
AENBEERRRITEA BIRENRRETE Movements in the number of the Company’s shares in the share
B A 2 RRIER AR A RGN EE AT options under the New Scheme held by directors and senior executives
during the year are as follows:
RIREFROEE
Number of shares
in the options
2020 2019
1A1H At 1 January 1,500,000 =
RERET Granted during the year - -
RERTTE - BUBZERK Exercised, cancelled or lapsed
during the year (300,000) -
12A31H At 31 December 1,200,000 1,500,000
12 A31 BRI TR 2 TaRRRERTHILAT Particulars of the outstanding options under the New Scheme as at 31
December are as follows:
RRERRGEE
AREHAE Number of shares
Number of options in the options
BFHRTEE Date of grant and exercise price 2020 2019 2020 2019
20184 H26H - 26 April 2018, at an exercise
TR EER18.24 BT price of HK$18.24 per share 15 20 1,200,000 1,500,000
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39. f#fE 39. RESERVES
NG RER RERF
EERRE REERERE B2 BE (&)
GaRE Premises  Investment EiffE ~Rf#%E  Reservefor Retained
Consolidation ~ Revaluation  Revaluation Exchange General  Share-based Eamings &t
Reserve Reserve Reserve Reserve Reserve  Compensation (Note) Total
202051517 At1 January 2020 (220,986) 210,120 415,027 (369,739) 700,254 3,393 19,578,333 20,376,402
AFEWENAREIEHE  Fairvalue gain realised and transferred to income
WIATEEREED statement upon disposal of debt instruments at fair
SRR ES value through other comprehensive income upon
TERERREHE derecognition, net of tax
el - Btk - - (13,448) - - - - (13,448)
RAEHBAR 2 FEEE Reserve release upon disposal of a subsidiary - - - (26) - - - (26)
HATEEEEEGIA Net change in fair value of debt instruments
A2 ENENERTIAL at fair value through other comprehensive income
ATEESFR - - (78,340) - - - - (78,340)
WATEEEEESIA Net change in fair value of equity instruments
Ef2ENGENEEETEZ  atfairvalue through other comprehensive
NFEESES income - - (1,387) - - - - (1,387)
RES[EREZHZELHE  Deferred income tax on movements in investment
(ffz35) revaluation reserve (Note 35) - - 21,426 - - - - 21,426
WATEEEEEGIA Net change in allowance for expected credit losses
A2 EREHERTIAL of debt instruments at fair value through other
BHEEEERED T comprehensive income - - 6,423 - - - - 6,423
BIERETAZEERR Distribution payment of additional equity instruments - - - - - - (#1,266) (#1,266)
BERIRRIHRRD Exchange differences arising on translation of the
EizR financial statements of foreign entities - - - 387,964 - - - 387,964
REIERERR - BB Reclassffication of net charge in fair value of
INEERERES RN equity instruments at fair value through
Et2ENENESEETAZ  other comprehensive income upon derecognition
NFEESES - - (13,853) - - - 13,853 -
BEAETRES T2 EERRR  Issue of ordinary shares pursuant to exercise of
share options - - - - - - - -
DARES SR A/EAEREM  Provision for equity-settled share-based
ZBERAMEE compensation and other adjustment - - - - - 817 (352) 465
ERgf Proft for the year - - - - - - 1,493,126 1,493,126
195K EHkE 2019 final dividend - - - - - - (492,013) (492,013)
20005 ERS 2020 interim dividend - - - - - - (112,460) (112,460)
2020612531H At 31 December 2020 (220,986) 210,120 335,848 18,199 700,254 4210 20,439,221 21,546,866
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39. RFE@®

a» D
[ /N ] (]
39. RESERVES (continued)

HZE12A31HILLEE
Year ended 31 December

2020 2019
BIEMNMREBBFIAZ Proposed final dividend/final dividend
BURREIBS,BIRRARE paid included in retained earnings
(FitEE16) (Note 16) 309,265 492,013
it Note:

RITRIT RBEBEMIBIT AN EERBELAERR DB
M REEAFIT AN Z AR ERE - ERREER
B (EEFT FORPIRERTRAFTRIT (PR DANEE
BIRITRGEH RABBEER BN AHEERE » %
EERBRRUERETERZFEHESHE - BERBZE
HERBLSE TN WERINESFE TR -

P

1TRA

M2020F12 A31H + KFMIRTTE H57E 502,278,000/ 7T
(20194 : 1,127,403,000/8 7T ) 2 & FA1E BELE @& T
HEHEARE — B - RERNELRSREBFPIEE

PN IN =]

308

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 2020, DSB has earmarked a regulatory reserve of
HK$502,278,000 (2019: HK$1,127,403,000) 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. fEE@ 39. RESERVES (continued)

WIRIA AR RERH
EEfGE RASHGR it (&)
etk Premises  Investment Bk —f%fE  Resenefor Retained
Consolidation ~ Revaluation ~ Revaluation Exchange General  Share-based Earnings it
Reserve Reserve Reserve Reserve Reserve  Compensation (Note) Total
201951818 At 1 January 2019 (220,986) 210,120 66,447 (209,794) 700,254 2,204 18,064,533 18,672,778
MiERERBREER Change on initial application of HKFRS 16
165259 - - - - - - 9,790) 9,790)
BT 20010F1B1BEE  Restatod balanceat 1 Januay 2019 p%E 2000 64T Qo7 70028 204 1B0BATHS 18662988
AFEFENMRICHER  Fairvalue loss realised and transferred to income
NATEEBESEIA statement upon disposal of debt instruments at
E2EVENERTABSE  farvalue through other comprehensive income
REGEYES - Bk upon derecognition, net of tax - - 2% - - - - 2%
IATEEEESET AL Net change in fair value of debt instruments at fair
SENENEFIEZATE  valuethrough other comprehensive income
2958 - - 305,412 - - - - 395,412
IATEFEEESET AL Nt change in fair value of equity instruments at fai
2EhENERETEL, valug through other comprehensive income
AHEZSER - - %1 - - - - 951
FESERELHZELHE  Deferred income tax on movements in investment
(Fizk35) revaluation reserve (Note 35) - - (52,00 - - - - (52,294)
IATEFEEESE AL Net change in allowance for expected credit losses
AENENERIE RS of debt instruments at fair value through other
EEBREZDTE comprehensive income - - 4487 - - - - 4487
BMERMTAZRESR Distribution payment of additional equity instruments - - - - - - (#1,682) (41,682)
BEREEIHERRD Exchange differences arising on translation of the
EXER financial statements of foreign entities - - - (159,945) - - - (159,945)
BEAFEIREST2EER  Issue of ordinary shares pursuant to exercise of share
v options - - - - - @17 - @
R AR EARE Provision for equity-settled share-based compensation
EiLRE = = - - - 1406 - 1,406
ERER Profit for the year - - - - - - 2,040,033 2,240,033
NIBEREHRE 2018 finel dvicend - - - - - N I )
YRS 2019 nterim dhidend - - - - - N N I
195127318 At 31 December 2019 (220,986) 210,120 415,021 (369,739) 700,254 3,393 19,578,333 20,376,402
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40. FIMEHMETH

MR2017F12 A8H « AFRITEITHEEER D
FENEE A% 5115,000,0003 70 2 EHR IF R
BEFER 2 BIN—RERFES([FEI—BRERE
%)) - HBRAFTEmEHRE -

HEBRBLERBAKRRT  REFELER
FRBBARBEER - BRMEEN—RER
B RWBE - BRIKFRITHEEEE - AIFEH
—REABHF AR ERMEERESERMA
HRZEZH °

HETHEER2022412 A8H B2 EEH
I REIRF B R £4.625%  FHEFIF—k o
Hig - WM BREARESAWED - JREEX
BIABSFER — X - BRERSTHERBRERS
BEN248.525F o BIRFEIN—REARNFEFH Z IR
RGPS 238 7E - RFBITHRBUERE X
1 REBUEZIRESZ g R5T

HESEESERELMAE - RRITAINERE
MHEER R RRZIKEX N AAREEERL A
B GERBD ) I — R EATEF

-
[
40. ADDITIONAL EQUITY INSTRUMENTS

On 8 December 2017, DSB issued Basel lll-compliant undated non-
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 principal of the AT1 Capital Securities will be written off up to the
amount as directed by the HKMA if the HKMA notifies DSB that in the
opinion of the HKMA or a relevant government body that a write-off is
necessary, without which DSB would become non-viable.

Distribution at 4.625% p.a. is payable semi-annually from the issue
date to the optional redemption date falling on 8 December 2022.
Thereafter, if the AT1 Capital Securities are not redeemed, the
distribution rate will be reset every 5 years and it will bear distribution
at the then prevailing 5-year U.S. Treasury Rate plus 248.5 basis
points. DSB has the right to cancel distribution payment, subject to the
requirement as set out in the terms and conditions of the AT1 Capital
Securities, and the distribution cancelled shall not be cumulative.

DSB may, subject to receiving the prior approval of the HKMA, redeem
the AT1 Capital Securities in whole but not in part, at par either on the
optional redemption date or any distribution payment date thereafter.
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41. ZEBREREBFERMTE 41. NOTES TO THE CONSOLIDATED STATEMENT OF

CASH FLOWS

() MilrE TREREEEEZWHERER (@)
Az EERAEKLEEFH A, RA

Reconciliation of operating profit before gains and
losses on certain investments and fixed assets to net

HEFREEERR cash (used in)/from operating activities
2020 2019
Mka TIRE REFEEE 2 W REER Operating profit before gains and
2 EE R losses on certain investments and
fixed assets 1,768,906 2,181,161
A B U Net interest income (3,695,802)  (4,073,784)
f& B ES Dividend income (5,942) (10,084)
EERESE Credit impairment losses 646,968 356,386
e Depreciation 380,751 368,388
TR Bl 2 B RS TR Advances written off net of recoveries (361,518) (246,840)
VA RS 4 32 A5F LA R 1 7 EE Rt S i o 188 s Provision for equity-settled share-based
compensation 821 1,406
DU B Interest received 6,134,803 7,314,088
2RFLE Interest paid (2,358,255)  (2,806,248)
EUAE Dividend received 29,942 33,484
LEEERABERIZEE R Operating profit before changes in
operating assets and liabilities 2,540,674 3,117,957
EEEERAGBZED Changes in operating assets and
liabilities:
— IR & RERITHAEHR KRB A BB - cash and balances with banks and
3fE A z i K& 58 BifF K money at call and short notice
with an original maturity beyond
three months 473,839 2,492,932
—RE|EA B #BAS & A 2 ERITHER — placements with banks with an
original maturity beyond three
months (1,626,395) 5,966,512
—RHEEERABHNES — trading securities 2,184,413 839,715
— TSI A — derivative financial instruments 1,530,162 778,982
— AR EFE B RS ABENEREE — financial assets at fair value through
profit or loss 328,768 (1,285)
—E5%E — trade bills (397,261) 1,283,399
—EPER — advances to customers (630,522)  (8,318,775)
— H fth FEYER B — other accounts receivable (1,650,436)  (1,429,211)
— AT EFEAEEF AR MER — financial assets at fair value through
WEHEmEE other comprehensive income (698,347) 2,207,445
— AR AT R & RS - financial assets at amortised cost (6,879,639)  (6,497,439)
—IRITER - deposits from banks 1,085,373  (1,332,487)
—RHIEEERARNAE — trading liabilities (3,945,883) (242,396)
—BEPER - deposits from customers 7,711,001 9,661,957
— BT REE - certificates of deposit issued 1,374,183 213,043
—HEMEMRE RIER — other accounts payable and accruals  (3,602,755) 2,165,242
I 3, F8 Exchange adjustments (170,460) 51,179
REEEE(FTA), /AR S Cash (absorbed by)/generated from
operating activities (2,423,285) 10,956,770
SR B ETRERE ZFE Interest paid on certificates of deposit
issued (159,356)  (134,799)
EEEBNFN Hong Kong profits tax paid (370,368) (460,124)
B8 IR Overseas tax paid (22,361) (29,587)
KEEB(FTA),MAR ST Net cash (used in)/from operating
activities (2,975,370) 10,332,260
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4. GERERBEERME@®

(2) EREREBFERN  RERZEARS
HERERBEAGEIEARATE
Mz T ol%er  REEESLCEERR
REATERERERERSBEZLE

a» a» a» a» a»
a® a® a®

mm [ /N ] -Q [ /N ] @ m- (/N

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

M e known amount of cash and which are subject to an
insignificant risk of changes in value.
2020 2019
& MAERITHIAEER Cash and balances with banks 4,154,361 2,326,037
JREIER A 1ES 1 A 3 A T 2 A0 K A8 BifF K Money at call and short notice with an
original maturity within three months 10,026,175 13,759,907
JRENHA B 1E3 & A sk LA R 2 FERI TR 3K Placements with banks with an original
maturity within three months 474,017 2,234,110
BERFEEERENESFN BERE Treasury bills included in trading
securities 482,991 1,606,484
BRERAATEGE 8 EEFHA Treasury bills included in financial
Hit2EBmENemEEAN s BESRE assets at fair value through other
comprehensive income 3,551,262 4,496,472
18,688,806 24,423,010

RESE BRIF AR R ER1THY 45£2405,550,0007 7T
(20194F : 415,522,000/ 70) B[ TR & R ERIE
+IHE IRETIRRBESEIRE RERITHLE
ERJERIER ©

312

Included in cash and balances with banks, HK$405,550,000 (2019:
HK$415,522,000) were balances with central banks for prudential
purposes and have been excluded from cash and cash equivalents.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



PR R M T
NOTES TO THE FINANCIAL STATEMENTS
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1 J a® a® a® a® a® a® a® aD a»
OED @B ¢ > D gp €D D ¢ D gp D @B ¢ €D ¢ TS ¢ WIP HEDED ¢ TP gp TD @B ¢
[ /N [ /N [ /N ] [ /N ] [ /N ) [ /N ] [ /N ] - [ /N ] [ /N ) [ /N ) [ /N
M. ZRERESRELERNT @ 41. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (Continued)
(R) REMEIBHZ2EBZHERER (c) Reconciliation of liabilities arising from financing
activities
TRFAMAEEREME LS 2 AEZS - BF The table below details changes in the Group’s liabilities from financing
ReLFRezE8H - REMBEHZBEE 15 activities, including both cash and non-cash changes. Liabilities arising
ﬁfﬁu{i}umaiikxiﬁé}mﬂ% EAEESEE S from financing activities are liabilities for which cash flows were,
MEAER W’\*Eﬁmﬂﬁ/ﬁébfﬁﬁm,z%fﬁ o or future cash flows will be, classified in the Group’s consolidated
statement of cash flows as cash flows from financing activities.
BREREED
A=Vt k]
Total
liabilities
HESE BIEER EFFIE from
Lease  Subordinated Interest financing
liabilities notes payable activities
R2019F1A1H At 1 January 2019 537,278 5,449,082 91,615 6,077,975
BMERG R EE Changes from financing cash flows:
YR BETRERS Interest paid on subordinated notes and
RAETEE S 2 HIlE, debt securities issued - - (291,958) (291,958)
BATIREETS Issue of subordinated notes - 1,753,426 - 1,753,426
EBRERES Repayment of subordinated notes - (1,765,339) - (1,765,339)
EEHEAE Repayment of lease liabilities (190,398) - - (190,398)
BMER SR FEBEE Total changes from financing cash flows (190,398) (11,913) (291,958) (494,269)
Hih&E) : \ Other changes:
BETRERBREBESR Interest accrued on subordinated notes
_ ZIEENE and debt securities issued = = 292,999 292,999
FERERE Additions to lease liabilities 72,647 - - 72,647
EHER Exchange difference (1,413) (33,739) - (35,152)
?ﬂff@lhzﬂ B i Interest expense on lease liabilities 13,486 = = 13,486
NEEEZS Fair value change = 106,751 = 106,751
Hin & s)asm Total other changes 84,720 73,012 292,999 450,731
7201912 831H At 31 December 2019 431,600 5,510,181 92,656 6,034,437
EREE Exchange difference 4,917 - - 4,917
7R2020F1A1H At 1 January 2020 436,517 5,510,181 92,656 6,039,354
BERS N EE) Changes from financing cash flows:
FREETRERS Interest paid on subordinated notes and
REKEF LTS debt securities issued - - (229,021) (229,021)
EBRERES Repayment of subordinated notes - (1,746,731) - (1,746,731)
EEHERE Repayment of lease liabilities (193,822 - - (193,822
BMERSR2EBAHE Total changes from financing cash flows (193,822 (1,746,731) (229,021) (2,169,574)
Hih g - Other changes:
BERITRERSEREES Interest accrued on subordinated notes
_ ZIERNE and debt securities issued - - 183,669 183,669
SEHEaE Additions to lease liabilities 439,890 - - 439,890
EHER Exchange difference (565) (16,649) - (17,214)
HEBEZASXH Interest expense on lease liabilities 10,574 - - 10,574
N EEZE Fair value change - 81,657 - 81,657
Hin# s Total other changes 449,899 65,008 183,669 698,576
R2020%12H31H At 31 December 2020 692,594 3,828,458 47,304 4,568,356
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42. BRTESE

RIBEB A REH(F622GE ) F176I(HEESE
FZER) -  BEEERTFESZEZE20204F 2019
F12A31BIEFEZHEFS W25 -

a®
[ /N ) [
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 2020 and 2019 are shown as below.

2020 2019
M2A31B 2 B FARERAE Aggregate amount of relevant
transactions outstanding at
31 December
—ERRBK - Loans and advances 34 69
FRARAR G Z &= BEER Maximum aggregate amount of
relevant transactions during the year
— BRI - Loans and advances 102 149

120204 20194 il 2 Fi B BRI 5 B — Rt
BRI - WERANARZER °

43. BRAEALTZRS

BEREALRZFEALARNERXERESS
—7 0 B HEERMBREERK T HET
EERTES - WEEMTRALZE KRS

IHAEAFER  REALTRESBHEEA
=+ o

R2020%F 220195 » AEBEEREA T BIEA
KEZERAT ARMBAR - BRARZK
RAEFEEKARERGIHBEEEATE I ZA
AETEZEBEMER S - AARBIUIFNTE
EhERMASE ZMBERER - CHZFL TS
HARARBRSEEREZ R ZHETER -
ZEEERBEEBRAMRBEAEIEE 2HA - R
REMKBEEMEZLRXZTIRBAEEZERE
% BRHE - —RERGERKRES - ZAFE
BENFAEARBRRBBHEET o

The above relevant transactions in 2020 and 2019 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 2020 and 2019, 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 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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FRARWBARR 2RHERER S (EERE
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NOTES TO THE FINANCIAL STATEMENTS

(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:

(@) 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:

Bt
LHRA
e Eill E14AE
BRAIZE14AE Exempted
Subject to from
Chapter 14A  Chapter 14A
of the of the
20206 2020 Listing Rules  Listing Rules
BAIHAE () Interest paid (Note () N/A (3,238)
BUERTTFEE (7)) Bank charges received (Note (i) N/A 1,586
BRHEREBAAEERERAS Rentals and related building management fee
(i) and charges received (Note (ii)) N/A 5,140
BRHERMEAARERE RAX Rentals and related building management fee
(5 (ii)) and charges paid (Note (iii)) N/A (3,416)
EWERE (F(v) Management fees received (Note (iv)) 13,199 N/A
BliRER S RENE (FH(v) Insurance commission and referral fees
received (Note (v)) 27,302 N/A
B REERE (FE(vi) Insurance premiums paid (Note (vi)) (9,150) N/A
e En
it
A LT F14AE
RAIE14AE Exempted
Subject to from
Chapter 14A Chapter 14A
of the of the
20194 2019 Listing Rules  Listing Rules
BAIFIE (5E()) Interest paid (Note () N/A (6,520)
BUERTTFEE (7)) Bank charges received (Note (i) N/A 1,791
BHEREEAEEEE KX Rentals and related building management fee
(i) and charges received (Note (ii)) 4,739 N/A
BRHERMEAARERE RHAX Rentals and related building management
(i) fee and charges paid (Note (iii)) (4,139) N/A
BRERE (FH(v) Management fees received (Note (iv)) 14,205 N/A
BUiRER S RENZ (FH(v) Insurance commission and referral fees
received (Note (v)) 27,288 N/A
B RERE (FE(vi) Insurance premiums paid (Note (vi)) (8,172) N/A
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43. EBREALTZRZ ®)
() HERATRBRAMBLATNR Z (&)

AEE QRS RMEEE T RRRMZRITR

RIRITRAEEEMK S A B AR A B RIE
AEENB AR 2 RRME A E (G R Ea

SEDREERRITRE - BEXRLE 88
#iE - XERRITERES - ERAREPRE -
BEERARRRAERE

BFAXERAE  aPEER  XERFREPZR
TIR% » THRBRIRER P REMRRARETA
SEEMEPZHARAARET AN ERER -
ERREP RGN EERRLIRIRERRS
XENY BiIEmHRERE - ERREPRIEZ
BRETISEPILEEEFH - ERITAIAZHE
FT AL - REREERN S RBEE 2B E(EH
R REREMFER  AIBREN—FHETH
DH6ME A EFBA T AR - PIAZSRITIR
B EEE - R SZRETF R - At -
AEEERHERERRZRITREE - THRERE
EFHREG -

BARR ZRITHBARRARHERMEBET A
AR ZRITRY - RAEEREMETPREZ
—RIBITIRB R - BIRRETEEGRE
17 - ARBERAT S REBRHZFRITRY
LAKE N R EZ FIRITIRGIEE RAREL — B
ZEBIA -

AEBEZRITHE A RN —RRIEFEERBIZH
RMEFPREFHERTRERER - ZFRS
REMRBERAFR(BEEERAFALBAF
) o RARBEZ RITHBRRFERERZER
BEATEHEBKERR - gt EHRAME -
R EBEEKES R RFREFFER ETRAISE
1AABFIREZIHERER S -

43.
(a)

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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43. BREALTZRZ @) 43. RELATED-PARTY TRANSACTIONS (continued)

() EERARREZRMEARNRS @ (@) Transactions with the holding company and fellow

subsidiaries (Continued)

7 () Note: (Continued)

0] AEBAATCBREEETARRM ZRITZHE 0} Banking arrangements provided by the Group for companies within the
(458) DSFH Group (Continued)
EEWRAMEMEEKERAFHREER 2 The Directors confirm that the deposits placed by members of the DSFH
RITHIB AR 2 FRIDIRTISKEEE - UHFE Group at the banking subsidiaries of the Group are at market rates and on
BIRM T IE E = 5 2 EREE ST BRZE R normal commercial terms that are comparable or no more favourable than
R EEREGR - BWERZETIEE B AR those offered to independent third parties and that no security over the
SEEEFEER - AERN - ZEREWERS assets of the Group is granted in respect of such financial assistance. On
EEREST FTRRISE14A0016 2 B3R - HER that basis, such continuing connected transactions are exempted from
B R AL 2 FRE o complying with the reporting, disclosure and independent shareholders’

approval requirements pursuant to Rule 14A.90 of the Listing Rules.

(i)  RHFIRER(1976) RIRPURBR A AFTIRIT RIEFT (i)  Lease of properties between DSI (1976) and MIC and DSB and BCM
ERITE2MERE
AFIRITRBRPINERTEREETEEYET DSB and BCM have leased certain of their owned properties to members
AFERERZKE AR - BIAFIRER(1976)F of the DSFH Group, namely Dah Sing Insurance Company (1976) Limited
R AR ([ RFRER(1976)]) KR PIR B ALD B R (“DSI (1976)”) and Macau Insurance Company Limited (“MIC”) as their
AR (DRFVRE DIEERAZERAS - KEFRITR office premises. DSB and BCM received from DSI (1976) and MIC the
SRR R IRATIR AT A 2 B R A AR A K 3T IR B lease rentals, and air-conditioning charges, building management charges
(1976) K RPIRBINEES « =A% KEEE and other utilities charges based on the actual amount of costs incurred.
BREMALXZEER - Bl 2HEREHIIRN The following table summarises the leases that have been entered into.
TR e

SAHEL(FEEERER
ARREER)
Monthly rent (exclusive

REAH HED:) BEAER HE2NE of management fees

Transaction date Contracting parties Term of lease Property subject to lease and utility charges)

2016412 A30H AFRORTAHRE  2017F1R1BE BEAE0EBNEE  UHREAEER2573F IR HK$115,000

30 December 2016 (1976) 20195124318 A portion of the 20/F., Island Place Tower with a lettable floor area of 2,573

DSB leased to DSI (1976) 1 January 2017 to square feet
31 December 2019
201955 A27H AFFORTFANRE  201965827R% BEAR0EBARE - AILREERERSTTHR HK$30,000
27 May 2019 (1976) 2019F12A31H A portion of the 20/F., Island Place Tower with a lettable floor area of 487
DSB leased to DSI (1976) 27 May 2019 to square feet
31 December 2019
20164124308 BFEERTET 2017F1A18Z BPIRPIEERTARI0ER11ERE - ILAEAAEA4TH A MOP238,960
30 December 2016 PR 2019412 A31A The whole of the 10/F. and 11/F., BCM Building, Macau with a total
BCM leased to MIC 1 January 2017 to lettable floor area of 924 square metres
31 December 2019
RFRITEBE AR A F 2020F F ;) 317
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RELATED-PARTY TRANSACTIONS (Continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(ii)

Leaseback of property by DSB from FL and lease of property by DSB
from HS

As disclosed in the Company’s announcement dated 30 December 2016,
a lease back agreement was entered into by DSB with a former subsidiary
of the DSFH Group, Dah Sing Life Assurance Company Limited (“DSLA”),
the then owner of the premises, on 28 December 2016 pursuant to which
DSB leased from DSLA a portion of Flat A on Basement and Portion AA
on Ground Floor of Thai Kong Building, No. 482 Hennessy Road, Hong
Kong with a lettable floor area of 2,340 square feet at a monthly rent of
HK$430,000 exclusive of management fees, government rates, electricity
service charges and air-conditioning charges for a term of three years
commencing on 28 December 2016 and ended on 27 December 2019.
The Premises have been used by DSB as bank branch premises.

The owner of the premises has been changed from DSLA to Fortune
Land Corporation Limited (“FL”) with effect from 26 May 2017 and that
DSLA’s rights and obligations under the new leaseback agreement have
been fully transferred to FL. Accordingly, FL became the landlord of the
Premises under the new leaseback agreement by operation of law. On 11
January 2019, DSB served an early termination notice to FL and vacated
the premises with effect from 11 March 2019.

As disclosed in the Company’s announcement dated 30 December
2016, a lease agreement was entered into by DSB with High Standard
Investment Limited (“HS”) on 30 December 2016 pursuant to which DSB
has leased from HS a portion of the 17th Floor of Island Place Tower,
Island Place, 510 King’s Road, North Point, Hong Kong as its office
premises with a lettable floor area of approximately 4,581 square feet at a
monthly rent of HK$200,000 exclusive of management fees, government
rates, electricity service charges and air-conditioning charges for a
term of three years commencing on 1 January 2017 and ended on 31
December 2019.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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43. RELATED-PARTY TRANSACTIONS (Continued)

(a)

Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(ii)

(iv)

Leaseback of property by DSB from FL and lease of property by DSB
from HS (Continued)

The above lease back agreement was terminated upon the maturity of
the lease term and a new lease back agreement has been entered into by
DSB with HS on 31 December 2019 pursuant to which DSB has leased
from HS the same premises at a monthly rent of HK$220,000 exclusive of
management fees, government rates, electricity service charges and air-
conditioning charges for a term of three years commencing on 1 January
2020 and ended on 31 December 2022. The lease is recognised as a
right-of-use asset in an amount of HK$7,452,000.

With the implementation of HKFRS16, when the Group enter into a lease
transaction as a lessee with its fellow subsidiaries and recognise the right-
of-use asset, the lease transaction is regarded as an one-off connected
transaction (i.e. an acquisition of capital assets) under the definition of
transaction set out in Rule 14.04(1)(a). The lease is fall to be de minimis
transaction under Rule 14A.76 and is exempted from the reporting and
announcement requirement under Chapter 14A of the Listing Rules.

Computer and Administrative Services Agreement with DSFH Group

On 30 December 2016, DSB (and its subsidiaries including BCM) entered
into a computer and administrative services agreement with DSFH. The
Services Agreement was for a fixed term of three years with effect from 1
January 2017 and ended on 31 December 2019. 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;

o administrative, company secretarial, internal audit, compliance,
operational, risk management, investment custodian and treasury
operations; and

o 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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Transactions with the holding company and fellow

subsidiaries (Continued)
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Note: (Continued)

Distribution and Agency Agreements and other business referral services

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

On 30 December 2016, DSI (1976) and Dah Sing Insurance Agency
Limited (“DSIA”) entered into new distribution agreements 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 2017 and ended on 31 December 2019.

On 30 December 2016, MIC entered into distribution agreements
and underlying agency agreements 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 2017 and ended on 31 December 2019.

To continue the distribution and agency arrangement between
members of the Group with members of DSFH, on 31 December
2019,

(i) 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;

(i) 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

(iii) 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.
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NOTES TO THE FINANCIAL STATEMENTS

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

43. RELATED-PARTY TRANSACTIONS (Continued)

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

Note: (Continued)

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

@

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

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.

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.
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43. RELATED-PARTY TRANSACTIONS (Continued)

Transactions with the holding company and fellow

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

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.

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 which will be of benefit
to the Group.
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NOTES TO THE FINANCIAL STATEMENTS

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

43. RELATED-PARTY TRANSACTIONS (Continued)

(@) 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 30 December 2016, the Company entered into a cooperation
agreement with DSFH. The cooperation agreement will be on a
mutually non-exclusive basis and will be for a three-year fixed
term with effect from 1 January 2017 and ended on 31 December
2019. 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.
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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 30 December 2016, the Company entered into a cooperation
agreement with DSFH pursuant to which members of the DSFH Group
would provide insurance services to DSB and other members of the
Group (the “Cooperation Agreement”). The Cooperation Agreement is for
a fixed term of three years with effect from 1 January 2017 and ended on
31 December 2019 (both days inclusive). The Cooperation Agreement will
be terminated upon the maturity of the term. On 31 December 2019, the
Company and DSFH entered into a new cooperation agreement (the “New
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 insurance
services provided by DSI (1976) and MIC are effective and the fees
proposed by DSI (1976) and MIC respectively are comparable to those
offered by other insurance companies in the market.

Under the New 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.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020
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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

FEERIOT - December, the following balances were outstanding:
2020 2019
B R Loans and advances 182 267
fFk Deposits 414,852 549,730
R 2 BFEH Undrawn commitments 2,723 3,078
EiR Guarantee - -

(i) FEEEASHMz

AAREZBEEAEAESE @ HRME2IE
EREFRHIEI2 -

(R) REREQNRARAFZEHER RS RE
R

TR AEBERIBEHBEAREERT
118,387,000/ 7T (20194 : 80,344,000/ 1) % &
WA o R REBRGHREZEHEEZFX
i H 7420204 12 A 31 B 77 5K 4 #: /4540,391,000
7570 (20194 © 173,424,000/87T) °

(i) 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 entity

During the year, the Group received from BOCQ, an associate,
dividend income of HK$118,387,000 (2019: HK$80,344,000).
During the year, the Group took deposits from the jointly controlled
entities and the balance of deposit as at 31 December 2020 was
HK$540,391,000 (2019: HK$173,424,000).
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44. AR5 HEE RIS 44. SHARE-BASED COMPENSATION PLANS

REBFE BN R 2 RRE B ([ RIRITEE Share-based compensation, pursuant to the Company’s Share Option

D REZERARATCREEBRARZR Scheme (the “DSBG Scheme”) and the Share Option Schemes of its

feiEst 2l ([ R marE )R ARD BER S holding company, Dah Sing Financial Holdings Limited (the “DSFH

W TEEERSRITBAL - BEAES 2R Scheme”), is available to directors and senior executives of the

1D RETEIREN 2 A& 25 A IE12 © Group. Details of the share-based compensation paid to directors are
disclosed in Note 12.

() RFRITEBE S (@@ DSBG Scheme

RAERER201465 A27 H BITH A QG E The shareholders of the Company approved the adoption of a share

BE RN mBRERNET RSB ([ RFERTT option scheme (the “DSBG Scheme”) on 27 May 2014.

SEFED -

25 RNRRE TR AT IRTT SR B 5T 8 A 2 1R K R 1 The share options were granted in accordance with the terms and

HERE T - S RIRE ZITEE T BIES &I conditions of the DSBG Scheme. The exercise price per option share

LZEEREARAESTEUINEERNEERS was concluded by the Nomination and Remuneration Committee on

Fr EMMRAIFE17.03QEMEE T + B TMERLA T2 behalf of the Board of the Company on the basis no less exacting than

BHRZEREEEE (A28 ROHERTAR the requirement set out in Rule 17.03(9) of the Rules Governing the

BEBRGMEB 2 WME  Ki)ANARIRMNER Listing of Securities on the SEHK and was determined as no less than

ERTHAGEZEEXEAREBRISMER 2 FHK the highest of () the closing price of the Company’s shares traded on

Mg o the SEHK on the date of grant; and (ii) the average closing price of
the Company’s shares traded on the SEHK for the five business days
immediately preceding the date of grant.
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44. SHARE-BASED COMPENSATION PLANS (continued)
(b) DSFH Scheme

On 27 May 2015, the shareholders of DSFH approved the adoption of
a share option scheme (the “DSFH Scheme”).

No share options had been granted under the DSFH Scheme since the
date of its adoption to 31 December 2020.

Share options granted under the DSBG Scheme since the date of its

B &FURRKRKE : adoption to 31 December 2020:

BRITEEGERT)
®FH 5l BB 1T6EHA Exercise price
Date of grant Type Vesting period Exercise period per share (HK$)
201844 A26H ARSEHE 2 1% 20184 A26EH % 2019426 &

2023F4 H26H 20244 A26H
26/04/2018 Equity-settled 26/04/2018-26/04/2023 26/04/2019-26/04/2024 18.24

IRURER IR A FERR 2 AR () BB 3R < ST T

Share-based compensation charged to income statement is as follows:

2020 2019

AR ST 5 2 SR e

Equity-settled options 821 1,406
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44, IR BERRMEHE @ 44. SHARE-BASED COMPENSATION PLANS (continued)
DARRRE % 1 2 RR IR R Equity-settled options

328

Fh L ARFIRITERBF BIPAR T 2 AR S &Y
R - BT A ZAFETIA=RAIEE

B -

20205 » M AR SABRKE S 2 SR AR IR IR AR

FRTTEREF S AT REEEIRS -

BT 2 RIRHE R T O1T 6B 2 BB
T~

With respect to the equity-settled options granted under the DSBG
Scheme described above, the fair value is determined by using the
Trinomial Option Pricing Model at the date when the options are
granted.

No equity-settled options were granted under the DSBG scheme and
DSFH scheme in the year of 2020.

Movements in the number of share options granted and their related
weighted average exercise prices are as follows:

RERITREGE REERE
DSBG Scheme DSFH Scheme
2020 2019 2020 2019
BRFAKE BYARE

RATRAT AT RYTRE RTAEE

£E £H AFER YNk
ARET  METE 2k mETS  RRET OMERS RRET 0ETS
RHBE ik RHHE kB RHBE ke RHOHE e
Number of (#7)  Number of (#7)  Number of (#7)  Number of (%)
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 (HK$)  granted (HK$) ~ granted (HK$)  granted (HK$)
1A18 At 1 January 1,500,000 18.24 1,562,312 17.98 - - - -
KT Granted - = = - - - - _
ERH Expired - - - - = - - -
B Exercised - - (62312 11.68 - = = =
EEH /% Cancelled/forfeited (300,000) 18.24 = = = = = =
12A31A At 31 December 1,200,000 18.24 1,500,000 18.24 - - - -
12A31B AT Exercisable at 31 December 480,000 18.24 300,000 18.24 - - - -

RARIR2020F12 A31 B AR/ T{E 2 sRIRIE 2 171
BABITT18.24/8 (20194 : 18.24 L) * K&
INETFHEFIERE 1T H A3.324 (20194F : 4.32
F) - ARAEEEZ RS RTRAEBEAZA
e RMREE - R20205F12 A31 BB ARITEZ
RIS BRRRHE (20194 : JRA) °

The Company’s share options outstanding as of 31 December 2020
have an exercise price of HK$18.24 (2019: HK$18.24), and a weighted
average remaining contractual life of 3.32 years (2019: 4.32 years). In
respect of directors and senior executives of the Group, there is no
DSFH’s share option outstanding as of 31 December 2020 (2019: Nil).
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45, TRIEERKBHEE

fE B ER ERBIERTOEN AT S HEREE
RBEZEERSRE  URABNFEEEHH
REXRBEREENBEAE  ATKERE
ERAFRMEELHH -

(F) FRGEEIHREEY S HEMBEIRRE
NEEzTHEEREE

AEEBRERBTREEARAR([FRETR
BEDARZEPREPETREREERS -

REERZVEBRERNEERREE 2 &
B H BB RAEE 2 FEWGRIEREE R BT
BHAEE - A2020 22019F 12 A31H « :ZFHE A
FEMRSRIE B B S AT RE807 2 [ FE MR k08 K B+ 18
B IBRIER - B2 SEHN T X °

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.

(@) Financial assets and liabilities subject to netting
agreement and offset on the 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
2020 and 2019, the net amount was a receivable and was included
in “Accounts receivable and prepayments” in Note 30. The amounts
offset are shown below.

2020 2019
JEURE B RAEE 7 FRIBARTE Gross amount of accounts receivable
from HKSCC 172,133 105,902
ER BB RER 2 RIAEE Gross amount of accounts payable
to HKSCC (57,378) (16,742)
R BB R A HEE Net amount due from HKSCC 114,755 89,160

(2) RFREERHERBERBRRARA
HE ERMEERAEE

REFHEEELH

AEEEEURERIHFIVARFRLEER
B WREEERR - FEGEEBHRATE - —8B
HBRENEN  AESIRRBIHTFIRTKR S
BerIt - MABRRFERHSRFREE -
WMIFRERNEMN AR TF IR ENEE
BER—RIGEMBIRNKRPEIHEERAIE -

(b) Financial assets and liabilities subject to netting
agreement but not offset on the 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 statement of financial position.
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45, cRIEEHESBENHE@ 45.

LIABILITIES (Continued)

(2) RFREEZHERBEMBRRARRA
HEzTHEEREE@®

(b)

position (Continued)

BREFEREZH W)

TRINAR Y - DERR N 2 @RFHEER
PERBRIBHEMAIRNSE T RS -

Master netting arrangements (Continued)

OFFSETTING FINANCIAL ASSETS AND FINANCIAL
Financial assets and liabilities subject to netting

agreement but not offset on the statement of financial

The following tables present details of financial instruments subject
to offsetting, enforceable master netting arrangements and similar

agreements.
o BEEMBRRER
SRER et HEEELE
o A=) hem = Related amounts not set
smamAR SRzem  Ofinthestatementof FHRAME
Gross EEEE financial position BT
amounts of Net amounts SWMIA AL
CH2&®M  recognised  offinancial (BIEERE STEE
LEAE financial assets BHR) k% ]
Gross liabilities set presented Financial el Amounts not
amounts of off in the inthe  instruments REHA subject to
recognised statement statement (including Cash enforceable
financial  of financial ~ of financial non-cash collateral FE netting a5t
2020%12H31H At 31 December 2020 assets position position collateral) received  Netamount agreements Total
SREE Financial assets
TESRIE Derivative financial instruments 955,385 - 955,385 (690,911) (244,637) 19,837 180,429 1,135,814
R W IR BAR R AE
BRER R 2HREH
L PRk RER Related amounts not set
SREELE FlRz4m off in the statement of
Gross amEEE financial position RS RAfkE
amounts of Net amounts SWMIA BHETZ
O®&  recognised  offinancial (B#EFEE FEHE
SRBEAE financial liabilities E#HR) HEzeHE
Gross  assetsset  presented Financial 2E# Amounts not
amounts of off in the inthe  instruments HEEH subject to
recognised statement statement (including Cash enforceable
financial  of financial  of financial non-cash collateral 2] netting CH
2020%12H31H At 31 December 2020 liabilities position position collateral) placed out Netamount agreements Total
cRAR Financial liabilities
BITER Deposits from banks 762,285 - 762,285 (762,285) - - 2,738,157 3,500,442
fTESRIE Derivative financial instruments 2,985,107 - 2,985,107 (690,911)  (2,260,539) 33,657 206,081 3,191,188
FEBERRRA(E Trading liabilities 1,570,675 - 1,570,675  (1,570,675) - - - 1,570,675
Hih8EE kT8 Other accounts and accruals 490,959 - 490,959 (490,959) - = 6,505,448 6,996,407

330 DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



45. TRIBERGBENHH@®

(2) RFREEZHERBEMBRRARRA
HEzTHEEREE@®

PR R M T

NOTES TO THE FINANCIAL STATEMENTS

(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)

AR FEAE T ®) Master netting arrangements (Continued)
B WEERBARREZA
HRER et iz EeE
B~ A S Related amounts not set
SWAmEE JIRzem  Offinthestatementof RHRTGE
Gross  AEFE flrcinesicy BT
amounts of ~ Net amounts SBIA 2R
DHALE  recognised  offinancial  (BEIFEE HE B
BERE financial assets i) 228
Gross liabilities set presented Financial Bl Amounts not
amounts of off in the inthe  instruments ReBER subject to
recognised statement statement (including Cash enforceable
financial  of financial  of financial non-cash collateral e netting AF
201912A31H At 31 December 2019 assets position position collateral) received  Netamount  agreements Total
SREE Financial assets
TESRIE Derivative financial instruments 470,924 = 470,924 (360,311) (89,227) 21,386 96,892 567,816
BT WA AR R A 8
HRER paiE ok
Yo~ R BT Related amounts not set
SRBELE e off in the statement of
Gross  FIRZ&R TEREE e FHRAKE
amounts of BEFE SEIEA RHFTZ
BH##A  recognised Netamounts (Ei#EIFEE FHRETE
cRAELE financial  of financial i) BEz e
Gross  assets set liabilities Financial BEER Amounts not
amounts of offinthe  presentedin instruments ReEA subject to
recognised statement  the statement (including Cash enforceable
financial  of financial  of financial non-cash collateral e netting G
2019%12A31H At 31 December 2019 liabilities position position collateral) placedout  Netamount  agreements Total
SRAR Financial liabilities
RITFER Deposits from banks 371,153 - 371,153 (371,153) - - 2093916 2,465,069
fTESRTA Derivative financial instruments 1,050,009 = 1,050,009 (360,311) (665,051) 24,647 43,019 1,093,028
FEEEREMARE Trading liabilities 5,516,558 - 5516558 (3,914,155 - 1,602,403 - 5516558
HiMBERRTEIE  Other accounts and accruals 300,000 - 300,000 (300,000) - - 10465814 10,765,814
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NTS

a»_a@»__ad__ab__a» o«» ap__ a@» a»__a»__ a»
o ¢ 5 €D oD gp o» o» o»
WS WeE @ T W w I D a» w TP o> a» @ TP ¢ S ¢
46. BMEHRZTIARER 46. NON-ADJUSTING EVENT AFTER THE REPORTING

R2020F12 A - EERITEMER EEFHR
SEATETER ARBEITARNEZ ([ EERITA
RETNEEFRIZILAEEEREZESIE - ©
202012 A30H ' EFRITHE S HMRMIHBT
BRI ERERAE  BUABRARE10.8308%
71347,450,534 R AR - EERIT AR ZEHITRH
202162 A¥I5ERK - 202162 A58 £ ° B8
EERIRITAREITTKE - NEBEAEERIT
HIERS © F20204-12 A 31 HH914.66% T & =
202142 A5H#E#)13.20% °

ERNAEEESEERTNEETEARIKAR @ [
FraE 2 EARRI AR KBIE - MIAKRBRNEERTT
Pl et s — B AR A B S R Rl 2 R E W WA es
ERtE - ERRITABEITRISEE TR TT -

EAREB2021 FHV B HE - HE TRNEE
RITAREHT - RASER2021542 A5AEGE
B ERITIRE R AR IR D B0 M0 - AR RS EH
ERRTHREETHOLEZTAGE - AR
TR ERRITARETE  ERRTNERFE
EBEEM TR  WEBAAEREAREEEERLD
31,000,000/ T ) (&1 -
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PERIOD

BOCQ announced in December 2020 that it had received approval of
the China Securities Regulatory Commission in respect of its proposed
initial public offering of A Shares for listing on the Shanghai Stock
Exchange (the “BOCQ A Share Issue”). BOCQ further announced on
30 December 2020 that following the completion of preliminary price
consultations with the market, it was going to issue 347,450,534 A
Shares at the issue price of RMB10.83 per share. The issue of new A
Shares was completed as of early February 2021, with the listing of
BOCQ A Shares on 5 February 2021. With the completion of the BOCQ
A Share Issue, this has the effect of reducing the Group’s interest in
BOCQ from 14.66% as at 31 December 2020 to 13.20% commencing
5 February 2021.

The Group’s interest in BOCQ has been accounted for as an associate
using the equity method as the Group has representation in the Board
of BOCQ, and the ability to participate in the decision making process.
This remains the case after the completion of the BOCQ A Share Issue.

The completion of the BOCQ A Share Issue and the corresponding
reduction in the Group’s shareholding in BOCQ on 5 February 2021
will be accounted for as a deemed partial disposal of the Group’s
investment in BOCQ in the Group’s 2021 financial statements, and
is expected to bring about a disposal loss of approximately HK$31
million mainly because of the lowering in the net asset value per share
of BOCQ immediately after the completion of the BOCQ A Share Issue.
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REE LT E R
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

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

The following information relates to the Group and is disclosed as part

of the accompanying information to the financial statements and does

not form part of the audited financial statements.

1. CAPITAL ADEQUACY RATIO

20204 20194
12A31H 12H31H
As at As at
31 December 31 December
2020 2019
BARF L Capital adequacy ratio
— TRRE—R — Common Equity Tier 1 13.8% 13.4%
— — — Tier 1 14.3% 13.9%
— B - Total 17.6% 17.9%

202012 A31 A R2019F12 A1 A2 EAFK R
LR HAFERITHAR G AR (RIRRFIRRIRTT R
AT (R B ) REBCRITR (AR RANDMEE
BHTMERME - ZBAR L ENFTED
EREh SRR ERERR o

RIBEBRITEMED - KRBT RBREMBRT
BETEARF R EHEENR < RPIHRRITA
ETARPIRITREE MR E RAFRT(F
B)AETAMTERITREENRE °

The capital adequacy ratio as at 31 December 2020 and 31 December

2019 represents the consolidated position of DSB (covering BCM

and DSB China) computed on Basel |l basis in accordance with the

Banking (Capital) Rules. This capital adequacy ratio takes into account

market risk and operational risk.

DSB as a locally incorporated bank in Hong Kong is subject to the

minimum capital adequacy ratio requirement under the Hong Kong

Banking Ordinance. BCM is subject to Macau banking regulations and

DSB China is subject to China banking regulations.

2. 1EIRE=E 2. LEVERAGE RATIO
20204 20194
12A31H 12H31H
As at As at
31 December 31 December
2020 2019
TEARLE 2 Leverage ratio 9.4% 8.9%

CIR1TE (B AN) 4 Bl )3 24AB) 161 & L8 12 b 3
ZHEE o BTy RFRT 2,//\#&2%1&&
BAFERLL R ZHRGREERTE

The disclosure on leverage ratio is required under section 24A(6)

of the Banking (Disclosure) Rules. The above ratios represent the

consolidated position of DSB and are computed on the same

consolidated basis as the capital adequacy ratio.
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3. MEME#IFHEE 3. LIQUIDITY MAINTENANCE RATIO
2020 2019
TR ED I HE L Liquidity maintenance ratio 47.8% 46.4%

MBI MEITLL KT RHIRTT (BIERPIRERIT R
AFRIT (P ED)) NP BEEEEE AN FEKRe
MBEEFLL RN E TR - REERSFILE
TRIBCIRITEORBIE) RADA HE

RIRITABEEMRITARBFBRITRIED
ETRBUEESREER - RPIHRRITRET
BRORPIRITREE NRE RAFIRIT(FE)A
BTARTERITREENRE °

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. CURRENCY CONCENTRATIONS

The following sets out the net foreign exchange position in USD and

other individual currency that constitutes more than 10% of the total

net position in all foreign currencies as at 31 December 2020 and the

corresponding comparative balances.

The Group did not have any structural foreign exchange position as

at 31 December 2020 and 2019. The net position is calculated in the

basis of the delta-weighted position of all foreign currency option

Ho contracts.
INEEE
P9 HAthjphis Total
EY ARE Macau Other foreign foreign
202012H31H At 31 December 2020 US dollars Renminbi Pataca currencies currencies
HERBERT Equivalent in HK$ millions
REEE Spot assets 75,606 17,846 9,931 7,825 111,208
REaf Spot liabilities (53,937) (16,796) (11,453) (8,594) (90,780)
REE A Forward purchases 21,686 12,044 - 3,113 36,843
REE Forward sales (42,823) (12,993) - (2,352) (58,168)
il ge Net options position = = = = =
/(B BFHE Net long/(short) position 532 101 (1,522) @) (897)
INEE S
RFHE H by Total
e ARE Macau Other foreign foreign
2019F12831H At 31 December 2019 US dollars Renminbi Pataca currencies currencies
BERBEEBT Equivalent in HK$ millions
RE&E Spot assets 68,058 17,066 11,730 9,331 106,185
REBE Spot liabilities (48,362) (15,453) (11,963) (8,965) (84,743)
BHEA Forward purchases 38,334 20,312 - 3,906 62,552
REEN Forward sales (57,101) (21,638) - (4,347) (83,086)
HiE e Net options position (40) - - 40 -
&/ (R)BFE Net long/(short) position 889 287 (233) (35) 908
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5. EERBREZBEIDN o

(R) RIS B2 EFERBBENERA (@)
BOERUZERRRENES LS

EXPOSURES

ADDITIONAL ANALYSIS ON CLAIMS AND

Gross advances to customers by industry sector
classified according to the usage of loans and analysed

#) by percentage covered by collateral
2020%12A31H 20195124318
At 31 December 2020 At 31 December 2019
EXAT B
SHEARRE RERRRE
ZBD ZAN
% of gross % of gross
AEBER advances RNEEER advances
Outstanding covered by Outstanding covered by
balance collateral balance collateral
EEBERANER Loans for use in Hong Kong
Ien Industrial, commercial and financial
—MEERE - Property development 5,611,830 66.5 4,700,618 64.6
—MERE - Property investment 17,221,674 92.4 15,972,169 97.0
—SRbE - Financial concerns 5,756,814 5.8 6,057,400 3.0
—BEER - Stockbrokers 1,733,867 46.7 1,585,717 28.6
—BEEATEX - Wholesale and retail trade 6,004,660 90.4 6,455,795 90.1
—BlE - Manufacturing 1,790,941 56.4 1,978,378 59.5
— B RERZE - Transport and transport equipment 2,512,559 80.1 3,496,770 71.9
—FREEE - Recreational activities 96,223 99.6 103,724 99.8
— &R — Information technology 51,827 86.5 52,976 705
—Hfh - Others 6,003,396 68.4 4,464,895 79.6
46,783,791 71.6 44,868,442 721
{(EN Individuals
~-BE[EABHEEE] [ALA - Loans for the purchase of flats in Home
2EEEHEIR Ownership Scheme, Private Sector
[HEEEEE] Participation Scheme and Tenants
BTER Purchase Scheme 558,428 100.0 584,349 100.0
~-BEHMEENEER - Loans for the purchase of other residential
properties 31,260,619 100.0 29,864,112 100.0
—ERARER - Credit card advances 3,610,141 - 3,761,021 -
—Hft - Others 13,079,682 51.6 13,196,910 52.8
48,508,870 79.5 47,406,392 78.9
EEBERANER Loans for use in Hong Kong 95,292,661 75.6 92,274,834 75.6
U G) Trade finance (Note (1)) 8,115,481 61.5 8,815,573 62.9
EERBIMERNER Loans for use outside Hong Kong (Note (2))
(72) 34,169,242 63.7 35,856,366 66.0
137,577,384 71.8 136,946,773 72.3
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5. BEERBREZBIITH @

(R) RTEDECEFERBE(LLERHA
EoERUSEHERRENE LD
) (@)

(1) BRNRZESBRERSERESERELZM
BiEsSImaEAREED MONEBOMNRE -
UREmEHBEEZEN

TERERZBHMEBR(BIEAFRITZIEIN
RITMBARE T 2 E SR E ) #{5260,328,000
77C(2019F12 A31 8 : 294,310,000/ 7T ) 48
RITEBBAIMERHER BT -

@ EEBMIMERANERBERTEERFPEES
BIASMERZ B3R -

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

&,

(a)

Note:

ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

Gross 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$260,328,000 (31 December 2019: HK$294,310,000) 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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a® a® a® a® a» a® a® a® a®
@ @ @D AL LAY L4 D TP gp @D w TS > ap €D @ T ¢ @
[ /N ) - [ /N ] [ /N ) [ /N [ /N [ /N ] [ /N ) [ /N ) -
5. BERBEZBENDHT@® 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
() RTEIBEZEFERERH(ULERHA (a) Gross advances to customers by industry sector
ZoERUSEARRENBES LS classified according to the usage of loans and analysed
) () by percentage covered by collateral (Continued)
FHATHREERE S ERATE10%3 A EM1T For each industry sector reported above with loan balance constituting
¥ HEMREEZRE  affEREE - BER3 K 10% or more of the total balance of advances to customers, the
FEER1 RPEER2ERUREREFBIAT ¢ attributable amount of impaired loans, overdue loans, Stage 3, and
Stage 1 and Stage 2 impairment allowances are as follows:
EReE BE1R
BHAREE P& Ez2
REER  #iB@3MEA %] REER
(f&£23) Gross WEEE Stage1and
REEBGEES Impaired advances Stage 3 Stage 2
Outstanding loans  overdue for  impairment impairment
2020%12831H At 31 December 2020 balance (Stage 3) over 3 months  allowances  allowances
ERBERRER Loans for use in Hong Kong
IReR Industrial, commercial and financial
—MERE — Property investment 17,221,674 59,373 41,590 4,705 95,584
{EUN Individuals
—BEHMEEMEER — Loans for the purchase of other
residential properties 31,260,619 62,747 92,630 7,826 40,076
TERBAIME AR ER Loans for use outside Hong Kong 34,169,242 520,305 400,017 187,244 154,835
R PEER1 R
AHRER PR ER2
REER HEiE3(E A FEER3 RE%ERE
(F&ER3) Gross BEEME  Stage 1and
REEFER Impaired advances Stage 3 Stage 2
Outstanding loans  overdue for  impairment  impairment
2019124314 At 31 December 2019 balance (Stage 3) over 3 months  allowances  allowances
EEBEANER Loans for use in Hong Kong
TR Industrial, commercial and financial
—WEKE - Property investment 15,972,169 45,985 44,910 4,721 79,461
fEAA Individuals
-BEHEMEEMEER - Loans for the purchase of
other residential properties 29,864,112 44,204 33,772 7,537 21,934
EBEBAIMERREH Loans for use outside Hong Kong 35,856,366 256,544 373,852 129,588 131,693
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5. ERERSEZEID @ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
(Z2) BB RpEEBEHEREE (b) Mainland activities exposures
BEESSERCGRITEGRE)ARA) - LTHH The analysis of Mainland activities exposures is based on the
REXBHHRBE AT H2REBLERYT categories of non-bank counterparties and the type of direct exposures
B RBESTS R RS2 IRRITARZHUF R defined by the HKMA under the Banking (Disclosure) Rules with
%‘JE_ZET& ﬁrﬁ%@%ﬁﬁiiﬁ%ﬁiﬁi P R R BREAR reference to the HKMA Return of Mainland Activities, which includes
RATRE P RITHI R R A T2 B ARE S the Mainland activities exposures extended by DSB and its Mainland
HIERTE - subsidiary bank only.
EEEERA EEE/ERD
HErEE HEREE
On-balance Off-balance s3]
2020 2020 sheet exposure sheet exposure  Total exposures
1. FRET FREFFHEAER 1. Central government, central
BEREKRBARNE & government-owned entities and
RA([&ERF]]) their subsidiaries and joint ventures
(*JV”s) 9,723,405 124,954 9,848,359
2. HWHBF - #HBIT#EER 2. Local governments, local government-
KERERBRRAMEG S owned entities and their subsidiaries
NG| and JVs 1,405,599 274,501 1,680,100
3. EHEEPEHEAM2BERSAE 3. PRC nationals residing in Mainland
FR B A b K S B A A China or other entities incorporated
TR 2 A in Mainland China and their
BENT subsidiaries and JVs 12,076,834 1,745,392 13,822,226
4. FREHELMFE—IEZH 2B 4. Other entities of central government
RBTHE AR not reported in item 1 above 2,221,324 36,918 2,258,242
5. REHELME-THEERM 5. Other entities of local governments
NGRS not reported in item 2 above 1,609,556 283,753 1,893,309
6. FEEEREAMAINZ 6. PRC nationals residing outside
B9 R 55 72 R B A3t A Mainland China or entities
SN SZEVHERE - TS incorporated outside Mainland
REVE TR AR B A China where the credits are granted
(Eda] for use in Mainland China 11,647,569 592,157 12,239,726
7. EtRSEF - HERE 7. Other counterparties where the
WARLEE P B ARESE exposures are considered to be
RITER MR non-bank Mainland China exposures 1,100,005 - 1,100,005
39,784,292 3,057,675 42,841,967
RETERTT R E AMERTT Total assets of DSB and its Mainland
)N i3 subsidiary bank after provision
Rigg c BEAR 230,973,725
BERBERANERE On-balance sheet exposures as
WEERTTENLL percentage of total assets 17.22%

i L ERHEeREPEREEREMHETRR
Bz2% -

Note: The balances of exposures reported above include gross advances and
other balances of claims on the customers.
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5. EREREREZEIIDN @ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
(Z) BB RPE A EREE (80) (b) Mainland activities exposures (Continued)
BEBEERN BEBBRIN
I EREE K EREE
On-balance Off-balance BT
20194 2019 sheet exposure sheet exposure Total exposures
1. FRREFT  FREFFHEER 1. Central government, central
WERERBARMAE government-owned entities and their
NS subsidiaries and JVs 10,376,553 501,429 10,877,982
2. MIHHB - MABT#HAES 2. Local governments, local government-
BERENBARMEE owned entities and their subsidiaries
NS and JVs 1,075,406 323,331 1,398,737
3. FEEEREAMZER 3. PRC nationals residing in Mainland
SKAE R B A A Y China or other entities incorporated in
H s R EKTE Mainland China and their subsidiaries
RAIMEERA] and JVs 13,873,770 1,310,785 15,184,555
4, REELMFE-BE2|/ZH 4. Other entities of central government not
R R E (R reported in item 1 above 2,397,774 49,341 2,447,115
5. AREHELME_IE2WH/ M 5. Other entities of local governments not
T BT B E A A A reported in item 2 above 1,039,800 290,552 1,330,352
6. EEEFHEAMMINZER 6. PRC nationals residing outside Mainland
SR B A A SN SZ A China or entities incorporated outside
HrE - s kA Mainland China where the credits are
B B e A granted for use in Mainland China 11,912,699 405,440 12,318,139
7. EtRSEF - HERE 7. Other counterparties where the
TG Ve R B R BEIE exposures are considered to be non-
RITHEE PR bank Mainland China exposures 1,329,873 = 1,329,873
42,005,875 2,880,878 44,886,753
RINSBITRE AR T Total assets of DSB and its Mainland
T B ATz MR EE subsidiary bank after provision
ZEBEAG 224,615,205
EEBBRANBENG On-balance sheet exposures as percentage
BEAFTAENL of total assets 18.70%
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5. ERERBEZBEIDIT@ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
(A) RESIMZEFERBERANEN (c) Analysis of gross advances to customers and overdue
loans by geographical area
BEFERZEESTIHRED Z REREBE 2 Advances to customers by geographical area are classified according
RGEFMEMRDE - — M E + BERNER to the location of the counterparties after taking into account the
FHERERZ SHFNR 2 @I - RRGHER - 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.

TRARFPERER  REZFPER(BESI) & The following table analyses gross advances to customers, impaired
IR EER - PR3 - REEER1 R BRORE R advances to customers (Stage 3), overdue advances to customers,
[RIHHT o Stage 3, and Stage 1 and Stage 2 impairment allowances by

geographical area.

P ER1

REEFER RbEER2

EF (P& EX3) bkt FEER3 REXER

EXBE Impaired EFER WE%ME Stage1and

Gross advances to Overdue Stage 3 Stage 2

advancesto  customers advancesto impairment impairment

2020%12831H At 31 December 2020 customers (Stage 3) customers allowances allowances
B Hong Kong 115,234,954 1,239,712 600,421 467,445 595,174
H China 7,630,058 63,294 28,269 1,119 50,382
A Macau 13,686,148 270,797 270,797 87,944 42,121
Hh Others 1,026,224 - 3,315 - 6,979

137,577,384 1,573,803 902,802 556,508 694,656

P& Ex 1

REEFER N[ Eg2

®P (BEER3) el PEER3 YRR ]

gt Impaired EPEXR J{E%R  Stage 1 and

Gross advances to Overdue Stage 3 Stage 2

advancesto  customers advancesto impairment impairment

201912 431H At 31 December 2019 customers (Stage 3)  customers  allowances allowances
5 Hong Kong 113,233,394 933,795 500,123 355,400 548,920
H China 7,940,270 64,274 64,274 11,496 50,993
SR Macau 14,800,379 46,036 177,735 13,308 22,908
Hith Others 972,730 5,121 7,549 993 4,568
136,946,773 1,049,226 749,681 381,197 627,389

RFTRITEBEFRAF 20205F F 3 341



RAEBRZA T EEFR

UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

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

a® a® a® a® a» a® a® [ ) J a®
a» a® a® a® a® a® a®
mmm-m mmmm mm-m mmm-m mmm-m
5. ERERBEZBEIDIT@ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
(T) EFRERE (d) International claims
BRERENEEERERNELE  RERXS The information of international claims discloses exposures to foreign
HF B PR EHE 0 3R BE E M R 5 ¥ F R AR 8 counterparties on which the ultimate risk lies, and is derived according
[Efg o —MME @ ERXRIEFHEESHETH to the location of the counterparties after taking into account any
KB —FER - IBRITERE —BRITHE transfer of risk. In general, transfer of risk from one country to another
INDTT  MEBRBZERTENBEEK - 4 2ER is recognised if the claims against a counterparty are guaranteed by
FEfE R —BEREZES—BER o L5 REMRA another party in a different country or if the claims are on an overseas
ZBEE%E  RAEKBERERATE10%IA branch of a bank whose head office is located in a different country.
R REE Only regions constituting 10% or more of the aggregate international
claims after taking into account any recognised risk transfer are
disclosed.
FERITIAKLE

Non-bank private sector

e

FRAT FAAKEE

SRIKE Non-

EA#E  Non-bank financial ERELAH
2020%12831H At 31 December 2020 BT Official financial private Total
BEBT In millions of HK$ Banks sector institutions sector claims
BEED Offshore centres 6,928 15,016 6,727 143,869 172,540

—HA  BE - of which: Hong Kong 6,441 13,595 6,727 128,137 154,900
ERPEAE Developing Asia and Pacific 27,306 1,060 880 17,681 46,927
—Hip: - of which: Mainland China 19,036 894 526 14,159 34,615
FERITAL AR
Non-bank private sector

FER

FEERT VN2

SRIIE Non-

E#E  Non-bank financial RS
201912 431H At 31 December 2019 RIT Official financial private Total
BEBT In millions of HK$ Banks sector institutions sector claims
BEE AL Offshore centres 5,309 19,518 10,501 135,768 171,096

—He BB — of which: Hong Kong 4,560 17,167 10,500 119,445 151,672
BRAGAR Developing Asia and Pacific 28,110 1,377 877 16,492 46,856
—Hri - of which: Mainland China 20,533 1,297 524 13,277 35,631
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INDEPENDENT AUDITOR’S REPORT

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”) set out on
pages 125 to 332, which comprise:

° the consolidated statement of financial position as at 31
December 2020;

° 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;

o the consolidated statement of cash flows for the year then
ended; and

° the notes to the consolidated financial statements, which include
a summary of significant accounting policies.

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 2020, 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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We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) 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
judgement, 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 of loans and advances to customers
° Impairment of the investment in an associate, Bank of Chongqing
(HBOCQH)
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS (Continued)

Key Audit Matter

Impairment of loans and advances to customers

How our audit addressed the Key Audit Matter

Refer to notes 4(a) and 21 to the consolidated ~ We tested key controls in relation to:

financial statements.

As at 31 December 2020, the Group recorded
loan impairment allowance of, HK$486,431
thousand, HK$208,225 thousand and
HK$556,508 thousand for stage 1, 2 and 3
respectively, against the total loan portfolio of
HK$137,577,384 thousand.

The balances of impairment allowance for
loans and advances to customers represent
the management’s estimates at the balance
sheet date of Expected Credit Losses (‘ECL”)
under Hong Kong Financial Reporting Standard
9. Its application is considered as a complex
process and requires considerable judgements
and interpretation.

The determination of ECL for 2020 has been
more challenging following the volatility in the
macro-economic environment as a result of
COVID-19.

Key judgements and estimates in respect of
the measurement of ECL include:

o  Applicability of ECL models under
COVID-19 and appropriateness of
key measurement parameters and
assumptions;

o Criteria for determining whether or not
there was a significant increase in credit
risk (“SICR”), or a default or impairment
loss was incurred;

o Determination of macro-economic forecasts,
and the application of economic scenarios
and weightings;

o The estimated future cash flows for loans
and advances to customers in stage 3;
and

o Appropriateness of management overlays
applied.

Management’s oversight and governance
process over the applicability of the
ECL models, supportability of significant
management judgements such as staging
and macro-economic forecasts and
their related probability weightings, and
appropriateness of management overlays
applied;

Management’s assessment of the credit
quality of the Bank’s borrowers, including
the performance of ad-hoc thematic reviews
of borrowers in industries impacted by
COVID-19;

Timely identification, assessment and reporting
of non-performing loans and advances to
customers; and

The accuracy and completeness of the key
data inputs between underlying source
systems and the impairment models.

In addition to testing the key controls, we have
also performed the following procedures:

With the support of our internal modelling
specialists, we reviewed the reasonableness of
modelling methodologies for ECL calculation
and significant management judgements
and assumptions, with consideration of the
implications of COVID-19. We also assessed
the supportability of the management
overlays applied;

We assessed management’s analysis in
determining the macro-economic forecasts
and challenged the reasonableness of
the weightings of each scenario. We also
independently reviewed the macro-economic
forecasts by comparing them to available
public information, along with taking the
latest developments of COVID-19 into
considerations;
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KEY AUDIT MATTERS (Continued)

Key Audit Matter

How our audit addressed the Key Audit Matter

Impairment of loans and advances to customers (Continued)

Impairment of loans and advances to
customers is an audit focus due to the
materiality of the balances and the underlying
calculations being subject to significant
judgement of management.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020

We critically assessed the key assumptions
and inputs in management’s credit reviews
and evaluated the reasonableness of the
assigned credit risk ratings for a selected
sample of loans, with attention on borrowers
from industries impacted by COVID-19. We
further assessed the appropriateness of
the management’s identification of SICR,
defaulted and credit-impaired loans, in
consideration of the financial information and
non-financial information of the borrowers,
relevant external evidence and other factors;
and

For a sample of stage 3 loans, we assessed
whether key management judgements
were appropriate given the borrowers’
circumstances and tested key inputs to the
impairment calculation such as valuation of
collateral held and estimated future cash flow
from borrowers.

Based on the procedures performed, we

considered the model methodology, significant
judgements and assumptions adopted by

management were reasonable.



FARETTEE @)
BREELEE

AMNETINEERRETEE

HREL - ERRT (| ERRT)IRERE

F2MEAMBRRNEA(C)
24 o

BREEUNEBENREES
TZBRERIERZRE - B
FN0F12A31F & &%
EHUERERRTNHRE
12 7 JAL(B % 52,266,000 T 75
T HERENEAREA
4271921 T - AEERR
EIAE IR A531,000 T4 T °

EEERAIARANEEER
RRBERTNMSEE - Bk
RATRRERERENR - &
BESTTRENR  ARER
RITRENTRESRERE
REEE - TREERRIER
EREMAREHERL MR
fEREE-

mRY RO SR FAS
BTN - HERRTHR
BRENEH BN - ENERE
FiEL B R RO ARNERR
BEIEN AUERRGTRE
HREFERRATAERER
Bk -

ER LR - 23
HERRIT REETRENE
RANFRMRRZAEN -

APSTHRBERTHRE ZRE
AHEATTIATER -

AETRTEEEEEREE
RITRENERBERMRRA
KR ERHE IR

BT ERERAMIE
EnHEEL

RERBOSEE (822
MSEANATERESE=
TRV ER) AR
FHEATRAOM - Bl
RTEBEARRHEARR
2B (RERAE MBS
RENMEX) AR R

S

AFERBUN2 BARRE
TS BETRAE
ENEEHE  TRERER
BRI TR

AEHEEBE

B BN

INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS (Continued)

Key Audit Matter

How our audit addressed the Key Audit Matter

Impairment of the investment in an associate, Bank of Chongqing (‘BOCQ”)

Refer to notes 4(f) and 24 to the consolidated  We have performed the following procedures in

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$4,277,927 thousand as at 31 December
2020, after making a provision for impairment
of HK$2,266,000 thousand as at year end.
The impairment loss charged for the year is
HK$531,000 thousand.

Management identified the carrying value of
the investment is higher than the market value
of BOCQ which is considered an indicator
of impairment. Management performed an
impairment assessment and assessed that
the recoverable amount of the investment in
BOCQ was lower than its carrying value. The
recoverable amount was measured as value-in-
use (“VIU") estimate calculated by discounted
cash flow model.

Impairment of the investment in BOCQ is an
audit focus because the estimation of the
recoverable amount is subject to high degree
of estimation uncertainty. The inherent risk
in relation to the impairment assessment of
investment in BOCQ is considered significant
due to subjectivity of management judgements
and assumptions used in developing the
estimate.

relation to the assessment of impairment of the

investment in BOCQ:

o We obtained an understanding of the
impairment assessment and the processes
applied by management with respect to the
determination of the VIU of the investment in
BOCQ

o We evaluated the appropriateness of the
valuation model used by the management;

o We challenged and assessed the reasonableness
of key assumptions and inputs used by the
management, including the discount rate,
profit growth rate and price-to-book ratio,
based on relevant supporting evidence (with
reference to market information and third
party sources, including analyst reports) and
our knowledge of the business and industry;
and

o We performed scenario analysis and
developed our range of VIU estimates, by
using independent inputs and assumptions,
and compared with the management'’s
estimates.

Based on the above, we considered that
management’s judgements and assumptions
applied in the impairment assessment of the
investment in BOCQ were reasonable.
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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 assists the directors in discharging their
responsibilities for overseeing the Group’s financial reporting process.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



BB ET RS M BBRRARENERE

HAWER  RHGAMBHRRERBESAFE
BR AR ERME RN ERERBULES AR
RiE - YHABRHRMEROZEENRE o Ff
RIBEBC A REDI ) E405(FMA BT (EAE
B)RERMNER - RILZIMARERELMBE
B e RATERARENARAERMEMALE
FREEEREE - ABRBESKFOHRE -
BETERERKEEETERDETHERFER
—EREREUAFER BRI o SRR ATIA
HEGFEEE R - RSB T MERIE
RERAEFBEAMBBRERERBERAR
BMRAEL L ERTE - RIB R ERERERE AT
BAREER -

ERBCEBEAEDETEARBRED - M
ERTERAE - RS T ERERREE - TP

o BAFFHMEBRREEFRERM GBS A M
BREESAERBANRR - R R#T
BERTizFr AFREE LR - AR IEERTE R A
EENEDRE  EREMABENER - i
REGFRTBE S M BER ~ 03 - FEER - &
Rt - AR BN ABES 2 £ - FREE
g ENSEERIEESGIEN - ESEbulzo)el s
RARREE R R B RME A EATHERER A
g

o THREZEFEMMAEES - URFHEEN
B - BRMIIEE BREANEES
BRI ERER

o  FHEEEMEASHERAREMERIELE
FHEET MR R BN AR -

B BN
INDEPENDENT AUDITOR’S REPORT

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
judgement and maintain professional scepticism throughout the audit.
We also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

° Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group’s internal control.

° Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with the Audit Committee regarding, among other

matters, the planned scope and timing of the audit and significant

audit findings, including any significant deficiencies in internal control

that we identify during our audit.

We also provide the Audit Committee with a statement that we have

complied with relevant ethical requirements regarding independence,

and to communicate with them all relationships and other matters that

may reasonably be thought to bear on our independence, and where

applicable, actions taken to eliminate threats or safeguards applied.
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B BN
INDEPENDENT AUDITOR’S REPORT

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 Cheng Sin Bun, Benson.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 24 March 2021
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RFBITERAA

Dah Sing Bank, Limited

BEBEDIT

Hong Kong Island Branches

P
il
7]
N
it
1]
|
18

BEBFDT
Aberdeen

SEBERLAT
Admiralty Centre

R 21T

Causeway Bay

FED1T
Central
BaLS 1T
Fortress Hill

ERKERDT

Queen’s Road East

BE D 1T
Happy Valley

BT
Heng Fa Chuen

HEBEHIT
Johnston Road
EtADIT

North Point
LEEDT
Shaukiwan
AEHEDT
Shek Tong Tsui
FBRA1T
Sheung Wan
REBDIT
Taikoo Shing

BAFFOE HA S Nt
Shop 1, G/F and Portion of the Basement of Site 3,
Aberdeen Centre

BRE18EEH O ES —121055 5

Shop No. 10, 1st Floor of the Podium, Admiralty Centre,

No. 18 Harcourt Road

5 EET/E 5 184685k S B B 3 AR O T R Hh B

G/F and Basement, Cameron Commercial Centre,

No. 468 Hennessy Road, Causeway Bay

EE B9 R R E M TASR

Shop A, G/F, Worldwide House, 19 Des Voeux Road Central

b A 55 2582932995 5 = A E 3 T~ 15-225% # K ith B
Shop No.15-22, G/F and basement, Empire Apartments,

Nos. 293-299 King’s Road

B ERANBR248F AR TR LI TG7, GTAKG8IR

Shop No. G7, G7A & G8, Ground Floor, Dah Sing Financial Centre,

248 Queen’s Road East, Wan Chai

IS B3RS A AR
Shop A, G/F, Kam Yuk Mansion, No. 13 Yuk Sau Street,
Happy Valley

S E R R 10098 AAE IR A TR 218 234-235 55 &
Shop Units 234-235, 2/F, Heng Fa Chuen Paradise Mall,
100 Shing Tai Road, Chai Wan

AT FuE 1645

164, Johnston Road, Wanchai

2 BA433-437 KA =

Chu Kee Building, 433-437 King’s Road

G EE5T-8T I AR IE H T GBS A

Shop G8, G/F, Tai On Building, 57-87 Shaukiwan Road

2R KIET443-45357 1 T 15-1657 4
Shop No. 15-16, G/F, 443-453 Queen’s Road West

ERIBEE 2885 BRI FE A E M TB25EfHE —EBE
G/F & 1/F, No. 288 Des Voeux Road Central, Sheung Wan

BERA S AREE 528 & 501554
Shop No. G501, On Shing Terrace, No. 28 Taikoo Shing Road &
No. 1-9 Tai Yue Avenue, Taikoo Shing

2554 5463

2529 1338

2891 2201

2521 8134

2922 3389

2507 8866

2572 0708

2558 7485

2572 8849

2561 8241

2568 5271

2857 7473

2851 6281

2884 4802

2554 0843

31102818

2591 6037

2526 9427

2887 7604

2598 5300

2572 0718

2889 2520

2891 3743

2811 4474

2567 5904

2108 4539

2581 2216

2884 3151

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020



TEWMBRIT-—DTTNMR
MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

a® ab [ 1 J ab aP [ ) J [ J [ J a® ab
GcHETD gnED GO ED ¢cHED gpnED GBS ¢ €D ¢HED ¢y G5 ¢HTD ¢ HED @B ¢ H TP gp @O @&
[ /N ) [ /N ] [ /N ] [ /N ) [ /N ] [ /N ] - [ /N ] [ /N ]
44T Branch otk Address E5F Tel BHE Fax
RIFRITERA R
Dah Sing Bank, Limited
hEEDTT
Kowloon Branches
REH DT BRUERK SEAT1050 0 AR
Shing Yip Street Shop A, G/F, 10 Shing Yip Street, Kwun Tong 2191 8103 2191 8723
AW D 1T ATTZEEH 152855 S [ B Hb N3 R 45k f 112257 & R 212 35 &
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
=BT e IBIEH
Jordan 335 Nathan Road, Jordan 2385 0161 2782 0993
BIES1T Bl R EEASTRE RO T 7-955 4
Kwun Tong Shop Nos. 7-9, G/F, Yee On Centre, 45 Hong Ning Road, 2389 3911 2389 8239
Kwun Tong
EEHWBHIT FE B AR 7 8 10AM TN26E M55 &8
Mei Foo Sun Shop No. N26E & F, G/F, 10A Nassau Street, Stage V, 2370 2660 2370 2006
Chuen Mei Foo Sun Chuen
HEAD1T it A R BGEBIT 5
Mongkok 697 Nathan Road, Mongkok 2394 4261 2391 9104
ROEDT R /EE8895REE AIIFR O N1 5% 5
Cheung Sha Wan Shop 1, G/F, CRE Centre, 889 Cheung Sha Wan Road 2361 0951 2958 0985
EREEEDT BEEER B S — I “I2F5A-F6ATR
Telford Gardens Units F5A-FBA, Level 2, Telford Plaza |, Kowloon Bay 2927 4130 2755 4967
TINED1T 1 I E245B 24757 < S 25 T
Tokwawan G/F, Mei King Mansion, Phase I, No. 245B and 247 Tokwawan Road 2365 9035 2363 5696
BERDIT 15 ERE & #7957 PopCorn &5t T /8 G585 i 4
Tseung Kwan O Shop G58, G/F, PopCorn, 9 Tong Chun Street, Tseung Kwan O 2752 1223 2752 1098
HER 5 BMCP Discovery—1£1275% 4
A PO DT
Tseung Kwan O Shop 127, Level 1, MCP Discovery, Tseung Kwan O 2927 2101 2702 2305
Metro City Plaza
B 51T 15 BB I B 155 The LOHAS 4124145748
LOHAS Park Shop Unit 414, Level 4, The LOHAS, 1 Lohas Park Road, 2838 2023 2719 6373
Tseung Kwan O
KRABEH T KPR FEBEGE-70REBAE
Tsimshatsui Golden Crown Court, 66-70 Nathan Road, Tsimshatsui 2366 9121 2311 1491
BEARLDT EAMEARNA L EEEH T G3CHE 4
Wong Tai Sin Shop No. G3C, Ground Floor, Temple Mall South, Wong Tai Sin 2326 5165 2350 0894
y::i:chagay YR T SR FE 56157
Yaumatei 561 Nathan Road, Yaumatei 2782 1339 2385 9285
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RFBITERAA

Dah Sing Bank, Limited

HREDT

New Territories Branches

BF DT
Kwai Fong

BRILESS1T
Ma On Shan Plaza

EXRHEDIT
Maritime Square
Bl 51T
Ocean Walk
PHST

Shatin
WIHES 1T

Sha Tsui Road

EXkaeT
Sheung Shui

REDIT
Tai Po

KEST
Tai Wai

RKEDIT
Tin Shui Wai

EBA1MT

Tsuen Wan

B AIT
Tuen Mun

FRD1T
Tung Chung

BEST

Fanling

TEBIEDTT
Yuen Long Castle
Peak Road

2255 5 K1 7858 B =i 258 4

Shop 2, G/F, Edition 178, 178 Hing Fong Road, Kwai Chung
5811782 60855 55 #21 L &% = 123355 4

Shop 335 on Level 3, Ma On Shan Plaza, 608 Sai Sha Road,
Ma On Shan

B K EAEE335% 5 7K 108 D-E5i#

Shop 108 D-E, Maritime Square, 33 Tsing King Road, Tsing Yi
TH P22 3% 168-2365% & @55 11 5 93-9555 4

Shop 11 and 93-95, Ocean Walk, 168-236 Wu Chui Road, Tuen Mun
D HIFER LM T 955k 4

Shop 9, G/F, Lucky Plaza, Shatin

2871 E286-2885% 1 T

G/F, Nos. 286-288 Sha Tsui Road, Tsuen Wan

KT & X 55-595 JKRUE H T BYR 4R

Shop B, G/F, Siu Kai House, 55-59 San Fung Avenue, Sheung Shui
RNIBL R 57 A E 54 T535% R 545% &

Units 53-54 on Level 1, Tai Po Plaza, No.1 On Tai Road, Tai Po
> B K EI3E55-5657 5 1B A114-1853 & B /E Bt T 1 X 25R 4
Shops 1 and 2 on Ground Floor, Grandeur Garden,

14-18 Chik Fai Street, 55-56 Tai Wai Road, Shatin
RAKEIREH IR BIE R B PI511EL1 2057

Shop No. L120, First Floor, Tin Shing Shopping Centre,

Tin Shing Court, 3 Tin Ching Street, Tin Shui Wai
EEAE14-165 5 HAE

Dang Fat Mansion, 14-16 Tai Ho Road, Tsuen Wan

P4 = & 1852-625% B 1E H T 457 R 55148

Shops 4 and 5 on G/F, Man Cheung Mansion,

52-62 Tuen Mun Heung Sze Wui Road

U || 5088 B SR A1 S SR AR B 4 2355 4

Shop 23, G/F, Tung Chung Crescent, 1 Hing Tung Street,
Tung Chung, Lantau Island

)48 B T3 885 AL E S H TA11-A145.110-11255 4

Shop Nos. A11-A14 and 110-112, Ground Floor, Flora Plaza,
No. 88 Pak Wo Road, Fanling

TLEAE AR ST RAER 162168575 F 12 Hh T CHR 4

Shop C, G/F, Len Shing Mansion, 162-168 Castle Peak Road,
Yuen Long

2487 8033

2929 4137

2435 1368

2404 6931

2606 3533

26151510

2671 5030

2667 2588

2691 1272

2448 9008

2492 8102

2441 6218

2109 3484

2677 8830

2479 4555

2489 1253

2633 3432

2435 1582

2404 7130

2601 2413

2615 1099

2672 1533

2664 3637

2606 1531

2448 9112

2415 0984

2441 6613

2109 4353

2669 9950

2479 4522
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44T Branch

ik Address

BES1T

Macau Branches
REBLT

Main Branch

REST

Almirante Lacerda

WERT

lao Hon

BENT
Kin Wa

BFRT 51T
La Cite
BT
Mercadores
EBH1T
Nape

BEih 51T

Palha

AT O217T

Ponte e Horta
WERES 1T
Ribeira do Patane

AT
Toi San

St SEHD T

Pedro Coutinho

&R S RE57255%
Avenida da Praia Grande, 572

7 LE I 2 B K RS B8 43-B 5k

Avenida Almirante Lacerda, No. 43-B

YRR — 74550 4R T AE (5 — H)ith TACEE

Rua Um Bairro lao Hon No. 45, Industrial Yau Seng (Fase I) R/C AC

BIRGIE B IR245 BRI 513 NARE
Estrada Marginal da Areia Preta, No. 24, Edificio Kin Wa,
Bloco 13 R/C A

EIVIRPH230-2385 BF A Nt NU ~ VEE

Rua Central da Areia Preta No. 230-238, R/C U e R/C V
I A FTA05R 1 NARE

Rua dos Mercadores No. 40 R/C A

R K 4 353635 E % FIl i Uit TN O

Alameda Dr. Carlos D’Asumpgao, No. 363,

Edificio Hot Line, R/C O

B2 45R AR

Rua da Palha, No. 4, R/C A

RIFT (1295 NFE
Praca Ponte e Horta, No. 29, R/C F

B =T H & 47402557 1 NARE

Rua Visconde de Pago d’Arcos, No. 402, R/C A
BILERED I E +— 3R T E B 55 18 FCCRE
Rua Onze Barrio Tamagnini Barbosa, S/N,

Jardim Cidade Nova, Bloco 18, R/C CC

=i 5 1725-D5k & £ E i S BE

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) 2837 8704

(853) 2895 2942

(853) 2823 8483

(853) 2821 6523

BHEEDTT

Taipa Branch
RFEHBD1T
Prince Flower City

BRI AR FIEW — BRI T IR

Rua de Evora, Prince Flower City, Lai San Kok, R/C |, Taipa

(853) 2884 2788

BEREDT

Coloane Branch

BRIBOIT

Coloane

RIRE SR 797 1 DR
Largo do Matadouro No. 7, R/C D, Coloane

(853) 2888 2374
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RFRT(FE)BRD =

Dah Sing Bank (China) Limited

#eT R 74 [ A B 7 B R B R 5 50165% X100 K EARE 1542

Head Office 15/F, Tower A, Kingkey 100 Building, No. 5016 Shennan Road East, (86-755) 2519 9033

FINAGEXRT
Shenzhen Qianhai
Sub-Branch

BEMND1T

Guangzhou

EE51T
Shanghai

MESD{T
Nanchang
EID1T
Zhenjiang
BT

Foshan Sub-Branch

Guiyuan Street, Luohu District, Shenzhen

AT L [ e O T34 3K 2 A 42 50 (Jb [ ) 4-71R 4818123
Shop 123, Building 4-7, Zhuo Yue Wei Gang (North),
Industrial Road 7, Shekou, Nan Shan District, Shenzhen

BEHRE EMNT SR AR EE604-25% KFER1TAIE1 BA2/E01 8 T
Unit 01, 1/F-2/F, Dah Sing Bank Building, 604-2,

North Renmin Road, Yue Xiu District, Guangzhou, Guangdong
BT A& R A& ER5015% HEH £ B E%15/E06, 078 T
Room 06 & 07, 15th Floor, Sinar Mas Plaza,

No. 501 Dong Da Ming Road, Hongkou District, Shanghai

IPE R SRR E L E1365%1-2/E

1/F-2/F, 136 Dieshan Road, East Lake District, Nanchang, Jiangxi
TR ST TR O (& AR AR R 5957

59 Jiefang Road, Jing Kou District, Zhenjiang, Jiangsu

R & 196 LU T e [ RS B [ B 85 /B R SR S B 5

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

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2020






	COVER
	INSIDE FRONT COVER
	CONTENTS
	FINANCIAL SUMMARY
	CORPORATE INFORMATION
	DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE
	CHAIRMAN’S STATEMENT
	REVIEW OF OPERATIONS
	CORPORATE GOVERNANCE REPORT
	ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
	REPORT OF THE DIRECTORS
	DIRECTORS OF SUBSIDIARIES
	CONSOLIDATED INCOME STATEMENT
	CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE FINANCIAL STATEMENTS
	UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
	INDEPENDENT AUDITOR’S REPORT
	MAJOR BANKING SUBSIDIARIES – LISTS OF BRANCHES
	BACK COVER



