


<<« Gustomer Commitment

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

Financial Strength and Risk Managem

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 detail and attaining
excellence in every aspect of our operations

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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<L Integrity

Doing what is right, even when no one is looking




2

G E

FINANCIAL SUMMARY

S T 2 EEpAT, Bt TobAd R A L
N BB HK$ Million 2016 2017 2018 2019 2020
RERES Shareholders’ funds 21,817 25,062 25,435 26,805 28,386
kBB Subordinated notes 7,146 5,487 5,449 5,510 3,828
EPEH Deposits from customers 152,436 161,082 172,410 182,115 189,901
BETRFE Certificates of deposit issued 6,560 7,184 6,535 6,751 8,126
(2 ek Total deposits 158,996 168,266 178,945 188,866 198,027
AfERE Total liabilities

(BEREER) (including subordinated notes) 195,555 194,101 205,309 216,507 219,270
EPER Advances to customers

(TREBSRE) (excluding trade bills) 113,655 119,262 128,628 136,947 137,577
BERE Total assets 203,043 225,538 237,301 250,312 254,961
FREEGEM(GE1) Profit attributable to shareholders (Note 1) 1,645 1,574 1,915 1,708 1,158
2FERERE Total dividend distribution 442 2,664 476 470 300
LTS HK$
BRERERN () Basic eamings per share (Note 1) 491 470 5.72 5.28 3.62
RS Dividends per share

— R R - Interim and proposed final 1.32 1.35 147 147 0.94

— 5 - Special - 6.60 - - -
5 Note:
1. 2017F 7 IS BRI R G B E L HTE o 1. The financial information for the year 2017 is from continuing operations.
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EEMAE

Total assets
B &E 7T HKS Million
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CORPORATE INFORMATION
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Exg BOARD OF DIRECTORS
BITES Executive Directors
TP David Shou-Yeh Wong
FE Chairman
=% H Hon-Hing Wong (Derek Wong)
EFBRS IR TR Managing Director and Chief Executive
FlaZ Gary Pak-Ling Wang
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Deputy Chief Executive and

Group Chief Financial and Operating Officer

Independent Non-Executive

Robert Tsai-To Sze
Andrew Kwan-Yuen Leung
Paul Michael Kennedy
David Wai-Hung Tam

Paul Franz Winkelmann

Non-Executive Directors
Eiichi Yoshikawa

Yoshikazu Shimauchi
Alternate Director

Shinkichi Nakamura
Alternate to Eiichi Yoshikawa

AUDIT COMMITTEE

Robert Tsai-To Sze
Chairman

Paul Michael Kennedy

Paul Franz Winkelmann

Directors

NOMINATION AND REMUNERATION COMMITTEE

Robert Tsai-To Sze
Chairman

Andrew Kwan-Yuen Leung

David Shou-Yeh Wong

COMPANY SECRETARY

Doris Wai-Nar Wong FCG, FCS
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BEEEEAS SENIOR MANAGEMENT
T4 Harold Tsu-Hing Wong
ESE T Grists Group General Manager
AFTRTTHER L FIEIF/E Vice Chairman, Managing Director and Chief Executive of
EERSIEF TR Dah Sing Bank, Limited
R Nicholas John Mayhew
AFIRTTEEBR L AJH7TEFERGTTHARE, Executive Director and Deputy Chief Executive of
Dah Sing Banking Group Limited
AERITERAGIHTTEE « BIFTBADE K Executive Director, Deputy Chief Executive and Head of Treasury
HEBRERHAEHNTE and Corporate Finance of Dah Sing Bank, Limited
=AM AUDITORS
ERUKESFTRIER AT PricewaterhouseCoopers
%E/‘%%ﬂ% BEED Certified Public Accountants in Hong Kong
B Tz B R IZ AT Registered Public Interest Entity Auditor
(e SOLICITORS
SR o EMEMMFH Herbert Smith Freehills
SRR ERE REGISTERED OFFICE
BB ET2FREBR2485% 26th Floor, Dah Sing Financial Centre
RITe AP 261E 248 Queen’s Road East, Wan Chai, Hong Kong
F &5+ 2507 8866 Tel: 2507 8866
{EE : 2598 5052 Fax: 2598 5052
IREKEA 7 E AT - DSBAHKHH S.W.LLF.T.: DSBAHKHH
#34F ¢ http://www.dahsing.com Website: http://www.dahsing.com
BROEBTRBFE SHARE REGISTRAR AND TRANSFER OFFICE
BERERRFBSFELBRA Computershare Hong Kong Investor Services Limited
BBETE FKL%WSHJE Shops 1712-1716, 17th Floor, Hopewell Centre
EBRELTIBI71221716F 183 Queen’s Road East, Wan Chai, Hong Kong
B £ R RO SHARE LISTING AND STOCK CODE
BERABERSFBR AR The Stock Exchange of Hong Kong Limited
R&ADR5R - 440 Stock Code: 440

KIEeBMEBEFRAT 2020F Fi)
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DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE
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By BOARD OF DIRECTORS
EFEEE Mr. David Shou-Yeh Wong
FE Chairman

T4 805  MI1B7TFEZEAALNRE
& o RIMABRIIRITEEBR LA ([ RFIRITE
E]) - KFIRITHERAR(TAFRIT]) ~ B
BERITROBRAT - KEFIREOA976)ER A
A ORFPIRBERODER AT RZEAATZER -
WARRRE  RETRITEE R AFIRITIRE L F
MEZEeXE - THEERERIIBLAELEY
REBRITEGAER - BIEAMEE TS K
BIRBSE LB MEABSSFRITREME
4B o AN RIEEACIE TAAELE Y R -

SEEMLE
BUHNTEF

A - 80B% - 99T FEZ T AA A RIEIE
WITESR - BHARKTRITEEGRAB (T KH
RITER]) - RERITER AR ([ RFRITL) -
KFTIRTT (RE) R AR R AHRE(1976) 8 R
RAZBYIENTES - [WARAR - KIRTT
EERANBITEZZEGER - ARRRER
HNEZE ST BUARAKTRITER R AFIET
RERFTHNEZEGHKE - 1 L N2005F8AE
20178 BHAIM A AT EEIRE R FHEZ
EEXF -  LAEAERRAAEERRARAR
EAEEERABIRNEEZE S RIERER AR
ZEMERTES  HEAHEEEARARR
2018F4 ABHE) REBEBFIREIRIKREBR AT
(FR2018F10 A BT ) 2 BN IEMITE S - £4hAE
AERERERTETSHMAg RESGTA
NEEFEE - A MEREHMITZAEE
A RREZATIVERBEI20FF »

Mr. Wong, aged 80, was appointed as the Chairman of the Company
in 1987. He is also the Chairman of Dah Sing Banking Group Limited
(“DSBG”), Dah Sing Bank, Limited (“DSB”), Banco Comercial de
Macau, S.A., Dah Sing Insurance Company (1976) Limited, Macau
Insurance Company Limited and various other companies. He serves
as a member of the Nomination and Remuneration Committee of the
Company, DSBG and DSB. Mr. Wong is the Honorary President of
Guangdong Chamber of Foreign Investors 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 the Company.

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 1997. He is also an Independent Non-
Executive Director of Dah Sing Banking Group Limited (“DSBG”),
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, DSBG and
DSB, the Chairman of the Nomination and Remuneration Committee
(“NRC”) of the Company and a member of the NRC of DSBG and
DSB. He was the Chairman of the NRC of DSBG from August 2005
to August 2017. Mr. Sze is an Independent Non-Executive Director
of 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.

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

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

Mr. Leung, aged 70, was appointed as an Independent Non-Executive
Director and a member of the Nomination and Remuneration
Committee (“NRC”) of the Company in December 2017 and May 2019
respectively. He was an Independent Non-Executive Director of Dah
Sing Banking Group Limited (“DSBG”) and Dah Sing Bank, Limited
and a member of the NRC of DSBG (resigned in December 2017).
Mr. Leung is the President of the Sixth Legislative Council of Hong
Kong and a member of the Industrial (First) Functional Constituency
of the Legislative Council of Hong Kong. He is also a member of The
National Committee of the Chinese People’s Political Consultative
Conference, the honorary president of the Federation of Hong Kong
Industries, the honorary chairman of Textile Council of Hong Kong
Limited and a fellow member of the Textiles Institute and the Clothing
and Footwear Institute. He was a council member of the Hong
Kong Trade Development Council and a director of The Hong Kong
Mortgage Corporation Limited. Mr. Leung is an Independent Non-
Executive Director of China South City Holdings Limited, Wharf Real
Estate Investment Company Limited and CN Innovations Holdings
Limited. He was an Independent Non-Executive Director of Harbour
Centre Development Limited (retired in May 2018).

KIEeBMEBEFRAT 2020F Fi)
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EE2m BOARD OF DIRECTORS (continued)
BB EE Mr. Paul Michael Kennedy
BUINTEF Independent Non-Executive Director

S - 635% 0 M2018F 12 AEZ X AR LT
B ENITERERBZEZEGRE - BINAKRT
RITERARBUIIFNTES - JUERZERAR
RERSGERRBR AR ZEIIFATESRTUR
Vistra Group Holdings (BVI) IIl Limited 2 ¥& 37 3E
HYITEE - HAH1991FE2006F 5B BEFTHE
RSB AE R A (ERRTS) + WH20005F 2
2005F EEZFHERSGHAMEB AN EESRE
A © PA20064F Z£2010F A - fISEEB/EESF KL
HEFHERZESLEBHIRNTEF K&
20105 2201 2F I (T B LB ELRITIR
HIRTTEMEE X BIEE - BE4ER20134F
1ARZEAEBRIREEMERAG([EHE
RS ITBAHENFRER - R%&R20134F
5AZ2017F 12 A BEHEEER S LRI
BE  REERIAEAR I RERZE20184F
TH BEERBEBGHMAE A REERE K
METFTSHMAENERSE - BIFBREM
KRB AMBERSENEEL BN LEGE
BF L EIRBERLR - BEET LEEE AR
5B RRER - RITREMARIER o

Mr. Kennedy, aged 63, was appointed as an Independent Non-
Executive Director and a member of the Audit Committee of the
Company in December 2018. He is also an Independent Non-Executive
Director of Dah Sing Bank, Limited, an Independent Non-Executive
Director of Octopus Holdings Limited and Octopus Cards Limited
and an Independent Non-Executive Director of Vistra Group Holdings
(BVI) 1l Limited. He was a financial services partner of KPMG Hong
Kong from 1991 to 2006 and Managing Partner of KPMG’s Shanghai
office from 2000 to 2005. Mr. Kennedy was chief operating officer and
executive director of the Securities and Futures Commission during
the period from 2006 to 2010 and he subsequently took up a role as
a Managing Director of HSBC Hong Kong’s Global Banking Division
from 2010 to 2012. Mr. Kennedy was appointed as Special Advisor
to the Chief Executive of Hong Kong Exchanges and Clearing Limited
(“HKEX”) in January 2013 and subsequently served as the Group
Chief Financial Officer of HKEX from May 2013 to December 2017.
He continued to serve as Senior Advisor of HKEX until July 2018.
Mr. Kennedy is a Fellow of the Hong Kong Institute of Certified Public
Accountants and a Fellow of the Institute of Chartered Accountants
in England and Wales. He holds a Bachelor of Arts in Accounting
and Financial Administration from the University of Bangor in the
United Kingdom and has over 35 years of experience in the financial
services industry encompassing auditing and professional advisory
services, regulation, risk management, banking and listed company
management.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



EENEEEEABBN

DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE

BEELE
BUIHBTEF

BAE  T1BR  R2018F 12 A EZR L AA R A
BEMITES - HIMARHRITERARBEL
IFRITEERAREEREGREZESKE - K H
1968 F INA AR LGELIRITARAFFBE
FEEF1999F28 - HEZETZEER - N
19993 H » BAAEMABARITAERAT - R
20034 20084 B T BB I TP 28R 1T 2
HEE - B2008F RIETRAKREITAEET2012F
BAR o INA201245 12 A E20174F6 A I BT
EARIT(—EUNEAMAR TR ERT) 2E
F o BEACEEEBIERBRARBEIIENTE
EREZZE SR E U RERZERER A AEHR
TEEREZRZEENE - BLERBTBRITE
ERERGTRITESERG TURKERITE
BET BEANEAZHEAEINEEELT
B o BRATERBRPENM Z HEBITER
B4 T -

BOARD OF DIRECTORS (Continued)

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

Mr. Tam, aged 71, was appointed as an Independent Non-Executive
Director of the Company in December 2018. He is also an Independent
Non-Executive Director and a member of the Risk Management
and Compliance Committee of Dah Sing Bank, Limited. He started
his career with The Hongkong and Shanghai Banking Corporation
Limited in 1968 and held various senior positions until February 1999.
In March 1999, Mr. Tam joined Hang Seng Bank Limited and was a
Deputy General Manager and a Head of Commercial Banking during
2003 to 2008 and the Chief Risk Officer from 2008 until his retirement
in 2012. He was also a director of Yantai Bank, a city commercial
bank in Yantai, from December 2012 to June 2017. He is currently
an Independent Non-Executive Director and a member of the Audit
Committee of Xinyi Glass Holdings Limited and a Non-Executive
Director and a member of the Audit Committee of Nameson Holdings
Limited. Mr. Tam is a fellow member of the Hong Kong Institute of
Bankers and the Chartered Institute of Bankers in the U.K. and an
associate of the Institute of Bankers. He holds a master’s degree
in Business Administration from the University of Toronto, Canada.
Mr. Tam has more than 45 years of experience in commercial banking
industry in Hong Kong and the PRC.

KIEeBMEBEFRAT 2020F Fi)
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BEEEmw) BOARD OF DIRECTORS (continued)
BEEREE Mr. Paul Franz Winkelmann
BUINTEF Independent Non-Executive Director

BIEREAE - 6557 M2019F5 ARSI AR
RIZBIFPTEERERZEGKE - BN A
RIRITARRARBUINTES EREEE
RENARRBREEREGREZEGKE - BERE
EP984F MAE ERUK B G SB[ # X
FokiE]) - WR1990FK BERA + WARBRER
KBEBERLSBBRBENERERAZ — -
HEPIR BRI REE S R EET TIE - KIE
FRERKBAPERRBREERSREBEE
ABARIE14F - HE2014F68 - WNBELR
MERFERERLERIFFINAEA  BEEE
EERUKGENER R B ER AR - 720014 -
BMABRERBKEEESERAEREES ki
BEZERBERKEFTEREEEEZEGNK
8 o #R2014F6 AR E SR EB BRINE -
BrAE R ER 201457 A E2015F 12 A B IE(E
BEFKEDSSHER AERREEME X
FH  AHRAERARBEFHEFFEEE
ZENIEMITERTRIEERIEE - BITARBE
EERLRERENSZE S/ MAERERKE - @i
R A 12004F £2009F ST BB SEHRIQ
SR TYBREENZEGER - WH2009F
EEBGHMRAEER - R20054F @ HEZRTAE
NEVERERBEEGKE - FHI6F - BERE
£7A2016F4 A 201953 A i L E BB 151E
HBITHRBE - RABESHMASTHEFREE
WiF A EAR=— PR BB -

Mr. Winkelmann, aged 65, was appointed as an Independent Non-
Executive Director and a member of the Audit Committee of the
Company in May 2019. He is also an Independent Non-Executive
Director, a member of the Audit Committee and a member of Risk
Management and Compliance Committee of Dah Sing Bank, Limited.
Mr. Winkelmann joined PricewaterhouseCoopers (“PwC”) in 1984 and
was admitted to partnership in 1990 to become a member of the first
group of partners to set up PwC’s financial services practice in Hong
Kong. He specialized in the audits of financial institutions, both local and
international. He was partner-in-charge of PwC’s risk and compliance
matters for Greater China for 14 years up to June 2014. He was also
the leader of PwC’s Greater China Risk and Quality function overseeing
auditing and ethical standards within PwC. In 2001, he joined the
governance Board of Partners of PwC in Hong Kong and subsequently
was appointed to the Management Board of PwC China and Hong
Kong. Following his retirement from PwC Hong Kong in June 2014,
Mr. Winkelmann was engaged as a senior advisor of PwC in Hong
Kong on risk and quality matters during the period from July 2014
to December 2015. Mr. Winkelmann is currently an Independent
Non-Executive Director and a Non-Industry Member of the General
Committee of the Insurance Complaints Bureau. He is also the Non-IA
Eligible DP Member of Disciplinary Panel Pool of the Insurance
Authority. He was the Chairman of the Financial Reporting Standards
Committee of the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) from 2004 to 2009 and the President of HKICPA in
2009. In 2005, he was appointed to the Standing Committee
on Company Law Reform and served for a period of 6 years.
Mr. Winkelmann was the Chief Executive Officer of Financial Reporting
Council of Hong Kong from April 2016 to March 2019. He is a fellow
member of the HKICPA. He holds a Bachelor of Arts (Business) Degree
from Trinity College, Dublin.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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BOARD OF DIRECTORS (Continued)

Mr. Eiichi Yoshikawa
Non-Executive Director

Mr. Yoshikawa, aged 64, was re-designated as a Non-Executive
Director of the Company in August 2016 after serving as an
Alternate Director of the Company from 2014 to 2016. He was
also a Non-Executive Director of the Company from 2007 to 2010.
Mr. Yoshikawa is an Advisor to the President of MUFG Bank, Ltd.
(“MUFG”, a substantial shareholder of the Company (within the
meaning of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited)), a wholly-owned commercial
banking subsidiary of Mitsubishi UFJ Financial Group, Inc. He is also
an Advisor of MUFG Bank (China), Ltd. (formerly known as Bank of
Tokyo-Mitsubishi UFJ (China), Ltd.) and the Chairman of the Board
of Directors of BOT Lease Co., Ltd. Mr. Yoshikawa graduated with a
Bachelor Degree of Law from The University of Tokyo in 1981 and then
joined The Bank of Tokyo, Ltd. (now known as MUFG). He had assumed
various positions in corporate banking and corporate planning before
his appointment as a Member of the Board of Directors, Deputy
President, Chief Executive of Global Commercial Banking Business
Unit and Chief Operating Officer — International (COO-I) of MUFG,
the Senior Managing Corporate Executive, Group Head of the Global
Commercial Banking Business Group and Group COO-I of Mitsubishi
UFJ Financial Group, Inc. and Senior Managing Executive Officer of
Mitsubishi UFJ Securities Holdings Co., Ltd. in 2018. Mr. Yoshikawa
has over 30 years of extensive experience in corporate banking,
treasury and corporate planning as well.

KIEeBMEBEFRAT 2020F Fi)
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BEEEmw) BOARD OF DIRECTORS (continued)
ISR EMEE Mr. Yoshikazu Shimauchi
HHTTEE Non-Executive Director

US4 » 5358 ° R201968 AL T AR A
FEHITES ° BA=ZUFJRTT([MUFG] » AR
RAEZERR(ERREBMERIARARE
HFEMHRA))NTEE EFBEBREBZE
& + LAXMUFG Nominees (HK) Limited 2 E % ©
US P95 A AN 1990FF /1 B AR 7R 22 K 2 EVS AL
REBL B BEEBEAMAZRZRRIEBTOR
AMUFG) © ISR 5 A B A 30F R IRTT A % (B30
ZUEEE o HR2015F W R T A= ER R A
HRIT(RED AR AR RA=ZRERIT(RE)E
RAT])Z#EEI2R] - SRMUFGIEEZIAER, -
US 1A %5 4 7R 2017 4F 5 (£ MUFG K BR 1 3£ $R 77 5F
FEI3NE 2 HBHTIE o

BEHERE
EFRSIERITIARE

HEE © 685% - M193FEZT AR ARIES
WH2002F1 A EF REFHLLLIR o FHIM9TTE
MARRRIERITEE 2 EBLIEH B AR AFE
TERAR ([ RHET]) RS - BEEE L AR
P9 - #A1989F A AR FTIRTTE R K MN2000F &
FAEERKIEE  Z2011F4 BT AR
RITEEREER - BARKTBEITEEERAR
EEQETF  ERHALERTHREAT - KHR
T(PREERARZESEEEBRNZHTENE
RAIZEE - FNHAAEEHEE132%EE2E
BERITIRMDEBRAB(REBR LG LE™) 2 IEH
TEFRFEERER - ®5hEAERRTSZEY

NREBRITEGRREARRTERITEEZE
AEE o  REBEABEETERCAEEBEIA
B)EEESMURREEBA0FIRITERLR o

Mr. Shimauchi, aged 53, was appointed as a Non-Executive Director
of the Company in August 2019. He is Executive Officer, Managing
Director and Head for Hong Kong Branch of MUFG Bank, Ltd. (“MUFG”,
a substantial shareholder of the Company (within the meaning of the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited)) as well as a director of MUFG Nominees
(HK) Limited. Mr. Shimauchi graduated with a Bachelor Degree in
Economics from Kwansei Gakuin University in 1990 and joined
The Bank of Tokyo, Ltd. (now known as MUFG) immediately after
graduation. Mr. Shimauchi possesses 30 years of extensive experience
in various areas in the banking industry. He assumed various senior
positions in MUFG before his appointment as the General Manager
of Bank of Tokyo-Mitsubishi UFJ (China), Ltd. (how known as MUFG
Bank (China), Ltd.) Shanghai Branch in 2015. Mr. Shimauchi took up
the role as General Manager, Osaka Corporate Banking Division No. 3
of MUFG in 2017.

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

Mr. Wong, aged 68, was appointed as a Director of the Company in
1993 and promoted as the Managing Director in January 2002. He
joined Dah Sing Bank, Limited (“DSB”), a key operating subsidiary of
the Company’s banking group, in 1977 and has served and managed
various departments before appointed as a Director in 1989, promoted
to Managing Director in 2000 and then appointed as Vice Chairman of
DSB in April 2011. He is Vice Chairman, Managing Director and Chief
Executive of Dah Sing Banking Group Limited, Chairman of Dah Sing
Bank (China) Limited and a director of various major subsidiaries of
the Group. He is also a Non-Executive Director and Vice Chairman of
Bank of Chongging Co., Ltd. (listed in Hong Kong and Shanghai) in
which the Group has a 13.2% equity interest. Mr. Wong is an Associate
of The Institute of Bankers (U.K.) and a Founder Member of The
Hong Kong Institute of Bankers and The International Retail Banking
Council of the U.K. He holds a Higher Diploma in Business Studies
from the Hong Kong Polytechnic College (now known as Hong Kong
Polytechnic University) and has over 40 years of experience in banking.
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BOARD OF DIRECTORS (Continued)

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

Mr. Wang, aged 60, was appointed as an Executive Director of the
Company in 2001 and as Deputy Chief Executive and Group Chief
Financial and Operating Officer of the Company in June 2017.
Mr. Wang joined Dah Sing Bank, Limited (“DSB”), a key operating
subsidiary of the Company, as the Group Financial Controller in
1995 and was promoted as a Director in 1997, responsible for
the overall financial management and control, operations and IT
functions of the Group for a number of years. He was promoted as
the Managing Director and Chief Executive of DSB in May 2011 and
was re-designated as the Deputy Chief Executive and Alternate Chief
Executive of DSB in August 2017. He is also a Director of Dah Sing
Banking Group Limited (“DSBG”), Banco Comercial de Macau, S.A.
and Dah Sing Bank (China) Limited, the Group Chief Financial and
Operating Officer of DSBG and the Group Chief Financial Officer of
DSB. 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. Shinkichi Nakamura
Alternate Director to Mr. Eiichi Yoshikawa

Mr. Nakamura, aged 47, was appointed as an Alternate Director to
Mr. Eiichi Yoshikawa, a Non-Executive Director of the Company,
in December 2020. He is currently the Managing Director, Deputy
Head of MUFG Bank, Ltd. (“MUFG”, a substantial shareholder of
the Company (within the meaning of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited)) Hong
Kong Branch and a director of MUFG Nominees (HK) Limited.
Mr. Nakamura commenced his banking career at The Bank of Tokyo-
Mitsubishi, Ltd. (now known as MUFG) after his graduation from
The University of Tokyo where he attained a Bachelor Degree in Law in
1996. He assumed various positions in investment banking before his
appointment as Managing Director, Corporate Banking Division for Asia
& Oceania, MUFG Singapore Branch in 2015. He was the Managing
Director, Planning Office for Asia, MUFG Singapore Branch during the
period from July 2018 to September 2020. Mr. Nakamura has over
24 years of extensive experience in various areas in the banking
industry.
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Vice Chairman, Managing Director and Chief Executive of Dah Sing
Bank, Limited

Mr. Wong, aged 51, was appointed as the Group General Manager of
the Company in April 2011. He is currently a Vice Chairman and the
Managing Director and Chief Executive of Dah Sing Bank, Limited
(“DSB”), a key operating subsidiary of the Company. He joined DSB
in 2000 and was appointed as an Executive Director in 2005 and
a Vice Chairman in March 2010. Mr. Wong was appointed as the
Managing Director and Chief Executive of DSB in August 2017. He is
also a Director of Dah Sing Bank (China) Limited, Banco Comercial de
Macau, S.A., Dah Sing Insurance Company (1976) Limited and Macau
Insurance Company Limited. Mr. Wong is currently a member of the
Industry Advisory Committee on Long Term Business established
by the Insurance Authority and a Non-official Member of the Trade
and Industry Advisory Board of the Trade and Industry Department.
Mr. Wong holds a Master of Business Administration degree from
Harvard University, U.S.A. and a Bachelor of Laws (Honours) degree
from King’s College, London, and is a qualified solicitor in England and
Wales and in Hong Kong. Mr. Wong is a son of Mr. David Shou-Yeh
Wong, the Chairman of the Boards of the Company, Dah Sing Banking
Group Limited and DSB.
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SENIOR MANAGEMENT (Continued)

Mr. Nicholas John Mayhew

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

Executive Director, Deputy Chief Executive and Head of Treasury and
Corporate Finance of Dah Sing Bank, Limited

Mr. Mayhew, aged 53, was appointed as an Executive Director and
the Deputy Chief Executive of Dah Sing Banking Group Limited, a
subsidiary of the Company, in June 2017. He is currently a Director
of Dah Sing Bank, Limited (“DSB”), Dah Sing Bank (China) Limited,
Dah Sing Insurance Company (1976) Limited and Macau Insurance
Company Limited. 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 was an Executive Director of the Company during the
period from August 2004 to May 2017. Mr. Mayhew holds a Bachelor
of Arts degree (Hons) (in Chinese and Economics) from the University
of London. He has over 30 years of experience in financial services
both in the U.K. and Hong Kong.
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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 32% to
HK$1,158 million for the year.

Our insurance business performed well, reporting significantly higher
profit than in 2019, with both an increase in premium income, and
a strong performance from our investments. Our banking business
reported only slightly weaker operating performance, measured
by operating income, despite a difficult year. Net interest income
was under pressure due to a weakening net interest margin. Credit
cost was higher, as was the impairment provision made against our
investment in Bank of Chongqing.

BANKING BUSINESS

The operating performance of our business was slightly weaker than
the prior year, with operating income down 3% compared with 2019.
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.
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EERES
CHAIRMAN’S STATEMENT

BANKING BUSINESS (continued)

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.

The performance of our associate, Bank of Chongqging, was
satisfactory, with a modest increase in our share of its profit. However,
due to a reduction in the valuation of this associate company in our
regular year end revaluation, we made a further provision of HK$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
Chonggqing completed its A-share IPO in early February 2021, raising
new equity to support its business growth.

INSURANCE & INVESTMENT OPERATIONS

We are pleased to report continued progress in building our non-life
insurance businesses during the course of 2020. Despite difficult
market conditions in our core markets of Hong Kong and Macau,
net premium income was up by 6% for the year. The performance of
our investment portfolio was strong, and costs and claims were both
kept well under control. This resulted in an increase in profit for the
year of HK$26 million or 35%. It should be noted that the bulk of our
investment portfolio is accounted for under “Other Comprehensive
Income” and therefore is not captured in our Consolidated Income
Statement. If we take those gains into account, the overall returns for
our insurance and investment operations were HK$748 million, an
increase of HK$62 million or 9% over the prior year. During 2020, new
Chief Executives were appointed for each of our insurance subsidiaries
in Hong Kong and Macau, which should position the Group well for the
longer term development of our general insurance businesses.
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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.

CHANGES OF THE BOARD DURING THE YEAR

Mr. Fumio Takamatsu ceased to act as an Alternate Director to
Mr. Eiichi Yoshikawa with effect from 8 December 2020 due to his new
assignment to the Malaysia branch of MUFG Bank, Ltd. Mr. Shinkichi
Nakamura was appointed as an Alternate Director to Mr. Eiichi
Yoshikawa with effect from the same date.

The brief biographical details of Mr. Shinkichi Nakamura are set out in
the section headed “Directors’ and Senior Management’s Profile” in
this Annual Report.

The Board extends its warm welcome to Mr. Shinkichi Nakamura for
joining the Board, and expresses its sincere appreciation to Mr. Fumio
Takamatsu for his valuable efforts and contributions to the Board
during his tenure of service with the Company.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



oz

AR

BEANEBHBEHR2019FBEIHA RIS ER
2021 RBEK ESFNERMBRRINEERR
35 - AR EMARDE - BEBAHEE
(BERSARCBE) KBZIE o fboh - ERTARE
DEEBEMSHITAREEEEENERE T2
FHEMR R - FIFE R E - P B AR
EHIRER - BFYESEELRMIBNRIGHE -

I

20195 i AR N5 IR S G B T E R AR HE T 8%
ENE TERERRBEBEREE - AKE
ABIRRFFEEMBBR LR RBER
PIEREEE - MEF—EB N ER U EBRIEEL
Hib T E & ER o RATRM AT /A INRA
REFPRBRE+OEE - FUtHMIBRAEERER
ERARHH RN TMEAE PR - BRESE
IR T A SR & BB IR - NERRS AT
B ABBS0%NEBTERITELEAEGR
B MBRPIPEES FRTREEIARREERER
TRBRARTS ©

FNESWEREERAHRE - SARMEHRD
BE—PUREER  RERRADRSEE - U
S FRATR B ARREEFEBEFFMNEWAF
BBKX - FATHNEE LHEEHAEEBER
B e

EERES
CHAIRMAN’S STATEMENT

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.

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.
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FUTURE PROSPECTS (Continued)

Our efforts to build our insurance operations have so far been
producing positive results, although much remains to be done. We
remain focused on building this business further in the coming years,
and believe that the underlying market dynamics and prospects for
growth remain positive. However, a large portion of our insurance
earnings are driven by the performance of our insurance investment
portfolio, which may experience volatility depending on market
conditions, so this may impact our profitability in any given year.

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

J
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Dah Sing Financial Centre
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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
efficiency and working environment for
colleagues. With this exciting relocation
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.

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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MBERE FINANCIAL HIGHLIGHTS
NEEEBGFEVHEREBREMIINTE The highlights of the Group’s consolidated financial performance for
the year are summarised in the table below:
20204 2019%F 25
2020 2019 Variance
BEBIT HK$ Million
B REEER 2 & &R T Operating profit before credit 2,551.4 2,620.5 -2.6%
impairment losses
MBRREEEER 2 2 ERT Operating profit after credit 1,903.8 2,263.9 -15.9%
impairment losses

R A% Bl 4 A Profit before taxation 1,885.7 2,628.5 -28.3%
% B A S5 7 Profit attributable to shareholders 1,158.2 1,707.8 -32.2%
BEASET Total assets 254,961 250,312 1.9%
BEAE Total liabilities 219,270 216,507 1.3%
RERER Shareholders’ funds 28,386 26,805 5.9%
SRR BURA B Net interest income/operating income 66.8% 73.6%
PEN A N Cost to income ratio 54.2% 53.2%
Bt 7% 1 FINANCIAL REVIEW

BB B #2019F B HUINAE1.9%1% - 720204
KIBEHE6.1% o ANHASF R IR X 2019%70 b A&
BEREXE AXHKBEREHEZEHE - 55
RTE IR OBIERERERBERE - FIK -
KEZPHAZETY - BITA16FF5 o

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.
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EIEI -
REVIEW OF OPERATIONS

FINANCIAL REVIEW (Continued)

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 32.2%
to HK$1,158 million, mainly due to the weaker performance of our
banking business.

Our insurance and investment operations generated higher net profit
in the year, and much higher total comprehensive income, or gain in
net asset value, when compared with 2019. The stronger performance
was brought by the higher insurance underwriting profit and higher
investment income recognized in profit or loss, and under other

comprehensive income.
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SRITHER BANKING BUSINESS
20204 2019%F E-E0)
2020 2019 Variance
FEE Net interest margin 1.63% 1.87%
BEAET HK$ Million
EIEWA Operating income 5,248.8 5,388.1 -2.6%
HBRIBEEIB AT &8 m A Operating profit before credit 2,415.9 2,537.5 -4.8%
impairment losses
HIBRIREE 1B 1% 2 & iEE A Operating profit after credit 1,768.9 2,181.2 -18.9%
impairment losses
R A B 4a ) Profit before taxation 1,809.4 2,593.2 -30.2%
FEHF Profit for the year 1,493.0 2,240.1 -33.4%
TEIENREENRIIEE Profit attributable to shareholders 2,024.1 2,527.0 -19.9%
B RE 2 IR R 5 T excluding the impairment charge
on the investment in an associate
EFEEM Advances to customers 137,577 136,947 0.5%
BEER Customers’ deposits 190,340 182,629 4.2%
BETRFRGE Certificates of deposit issued 8,126 6,751 20.4%
FRAE Total deposits 198,466 189,380 4.8%
‘IEES Subordinated notes 3,828 5,510 -30.5%
BRI (T RIRESER)H1ER Loan (excluding trade bills) to deposit 69.3% 72.3%
(BIEBBEITINIFERGE ) LR (including certificates of deposit
issued) ratio
RN A B 2 Cost to income ratio 54.0% 52.9%

MR EBRTIERE RIS - RRITEBBR AR

Against the much weaker business environment in 2020, Dah Sing

(TRFBITER ) 815 2 RE B & FI T
33.3% o EEWAE2019FH12.6%  TEHN
FIERARTREFFNFEEZE  MERFF
BUATE, o FRHEE RASWAEMNI% - £2
AR ELL RFBHFEBBRAEMATE - £/
FEEWRAKNELA  EEHEREBRITAER
BEMBIBTRERBMNEZEER  THERE
AR A T ERGEIGMATE

Banking Group Limited (“DSBG”) reported a drop in profit attributable
to shareholders by 33.3%. 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.
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REVIEW OF OPERATIONS

BANKING BUSINESS (continued)

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.

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, DSBG’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. Our banking business
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.
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FHRRAME HIGHLIGHT OF BUSINESS PERFORMANCE
EASRAT Personal Banking
2020F L EIRIF M ARKIE - EEHN201957 T The operating environment in 2020 was extremely challenging mainly

FA BB E RIS BT A - it - AEEY
BARTEBRATHEESRRERLER L
FETRIFE - AT - EABTRERITAE S
REVEEEE - RS EERNES RIBERE 2
% BRUEEINELRRE  ATREES
BBk - AEERNERRSHEE S - BUliE
FEE -

BERERBERAMSELSE - FREASEVIPR
TREEF (ZXEREE([EEEE]RME
BETIMBBEEMEN  BEEBRBRALE
8% ° HMN20204F T HFREMISHHELE PR
HERN  THAEEERILFIHEEN &
BESFEEBRARASSRFERE0% ° AR
B FHNE L HUA TN EE(F43% 58 SHIL IR °

AEBEFLARITEBN TP EREE MR E K
ABRBTABHENER - EENRAZEZRIRN
BEPEREX - AAMcRBERXRAEPREM
ZICWER ° Mo - AEBBRNABRRTE
PR EMARITRIE LETIREE - wEL
ABRITEPEBEN  EEEELREERAT
Be 2B

FEH2019F FIK - AKEEARITEBMHEET
FIERA% SR EHRBEGERIERAY o K
VIPIRTTIRISE PR AFTE RN - AEB X E R
FEREFENESEN RS FREFLEE R
FIE27% + HF63% BIRITHEF - AEE TR
BMAOMESRNEEER - R2020FFK - A&E
NEEDTHEELRI0HEATER/ NDOEFR
TSR RN ©

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 retail
SME customers.
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EBRREBEm HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
&8 ASR1T (8 Personal Banking (Continued)
REEEFRER1% - BEXEXR LA  FREE Loans outstanding increased by 1%. With the rise in unemployment,
FRAIE DN - BADAERE R RIHEKTE - credit cost in the year increased, but was still at a manageable level.
EHEBRBMAOEANEE S EIRHNERESE n addition to our efforts to expand our product range through digita
1 In additi ff d d h h digital
N RNEAVEBMEHERE srEEEEtE L channels, we also launched various credit card programmes to
5h MEAEBHARBENSBEB RS U hannel Iso launched vari dit card prog
HEMPEBERTBATS  WHLEHEAHE ML promote online spending and acquisition programmes via partner
M A WEIRAG Bt fERES R — s collaboration as well as rolling out an integrated collection services for
o 420192 T It 4 R 15 45 3 ) /BT B8 T bk B merchants enabling them to handle traditional and QR code payments.
KPR 2020%F6 AL A EEAEEEE & The launch of credit card straight-through application in June 2020
B A e 4 T A S E B A R B o helped to counteract the difficulties faced in more traditional marketing

activities amidst the COVID-19 outbreak and challenges.

! 7
RERITeEBEARRAREEERES ﬁ

DSB e-Express Credit Card application promotion
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EBRREME@m) HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
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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%.

\_

RIVIPIRITIRAS R [ B S IEH [ EEEES
DSB VIP Banking and YOU Banking promotion
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Personal Banking (Continued)

The Group also continued to allocate
resources to upgrade and relocate our
branches to improve our customer
service and to achieve greater operational
efficiency. As at the end of December
2020, DSB had a network of 45 retail
branches in Hong Kong, within which
there were 28 VIP Banking centres,
32 securities trading centres and 10 SME
centres.

RIIRITZ B ADTT
LOHAS Park Branch of Dah Sing Bank

BIRIRIT

ERBREEGRBEN 30 AREFRRITE
BREZENEREFPETRPERE  XATP
REFEZOBERTERLRE - £ HM
XHEETREER(BEELER] HBH[TAL
MR B TEAN G E] - WBhAT R/ M kA
EH20195 B R RN RQBERBM AR
MIEEN

Commercial Banking

Our Commercial Banking business continued to focus on the
implementation of its account strategy across target customer
segments as a part of the execution of its overall business strategy,
and provided a broad range of commercial banking products and
services to our customers. During the year, we supported the
Pre-approved Principal Payment Holiday Scheme promoted by the
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.

i
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EBRREME@m) HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
BERT@ Commercial Banking (Continued)
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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
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.
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EBRREME@m) HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
BEEK Treasury
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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.
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EBRREME@m) HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
R ERITE@ Banco Comercial de Macau (Continued)
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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

BPIEERITIEREE SRS

BCM Star Rewards Account promotion
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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 IR TeCorp B X MBNIRI TIREE FEE
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.
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EBRREME@m) HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
BEERIT Bank of Chonggqing
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BOCQ’s 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 recognized 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.
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INSURANCE BUSINESS

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

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

20204 20194
HEBT HK$ Million 2020 2019
FREREMBA Net insurance premium and 526 496
(PRERBEERASKA) other income including fee and

commission income
RBRE R T Net insurance claims and expenses (372) (342)
& A A Investment and related income
FLESA Interest income 11 25
FEBEWE(EE) Net trading gain/(loss) 42 @7)
WEMEZ NHEREF(BER), W Net (loss)/gain on fair value (4) 2

adjustment on investment

properties
HAib @I A Other operating income 52 52
/INET Sub total 101 32
BB T M E AR AR Operating expenses and other costs (139) (129)
B P AS25 A& A Profit before income tax 116 57
Fris®i () % Income tax (expense)/credit (17) 16
il Net profit 99 73
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R B A () INSURANCE BUSINESS (Continued)
XERBREMERNKERETSHNENE L With higher levels of capital and a very high solvency ratio, our general
EAREEN—MEBEBNBEBFEREPH insurance business has steadily expanded the volume of business
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underwritten in the past few years in line with its medium term
strategy. In 2020, affected by the COVID-19 pandemic, commercial
and economic activities slowed down in general. Nevertheless, our
insurance business gross premium written and net premium earned
recorded mild year-on-year growth. Insurance claims increased partly
in line with the increase in the business underwritten and the changes
in business mix. We did not record any meaningful claims directly
caused by the COVID-19 pandemic.

In building up the business scale and enhancing functional capabilities
of our general insurance business, we incurred higher staffing and
marketing costs, and made continued investment in our IT platform
and systems to broaden product offering. The operating expenses of
our general insurance business increased by 6.2% on 2019.

To mitigate against large earnings variability arising from valuation
changes in the investment portfolios of our general insurance
subsidiaries, a large proportion of the equity investments held
were carried at the fair value through other comprehensive income
accounting classification. As a whole, benefiting from the strong
investment performance in the second half of 2020, the overall returns
from the investment portfolios of our general insurance business were
better than 2019, mainly brought about by fair value gains on our
investments recognized through other comprehensive income, higher
trading income, and higher dividends from equity investments. Overall
net investment gain from our insurance business, comprised of gains
recognized in the income statement and gains in our investments held
at fair value through other comprehensive income, increased from
HK$319 million in 2019 to HK$422 million in 2020.
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INSURANCE BUSINESS (Continued)

The following provides a summary of the net asset value of our general
insurance business and the respective solvency ratios of DSI and MIC
at the end of 2020 and 2019:

20204 20194
BEAT HK$ Million 2020 2019
BEFE Net asset value 2,986 2,603
KRR 2 B e LR Solvency ratio of DSI 1072% 1667%
SBPYIRIR 2 BT RE L& Solvency ratio of MIC 979% 927%
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The total net asset value of our general insurance business increased
notably in the year, a result of the higher operating profit and strong
investment returns, including fair value gains for investments carried at
fair value through other comprehensive income.

DSI’s solvency ratio decreased in the year, mainly due to its increase
in equity holdings which are higher risk assets for solvency calculation.
MIC’s higher solvency ratio in the year was driven by higher investment
valuation and realized gains partly boosting its liquid assets. The
robust solvency ratios of DSI and MIC allow these subsidiaries to
continue to grow their businesses in Hong Kong and Macau whilst
maintaining solid capital strength.

DSI continued to serve the general insurance needs of customers
segments of DSB by offering a wide spectrum of commercial
and personal insurance products. Online platform for its business
producers including brokers and agents was upgraded to support
online transactions on a 7/24 basis, which has also significantly
improved its operational efficiency.

DSI's A.M. Best Financial Strength Rating of “A-”" (Excellent) and a
Long-Term Issuer Credit Rating of “a-” were reaffirmed in 2020, with
stable rating outlook.

Our Macau general insurance and pension fund operations have
shown encouraging progress and recorded better results than 2019,
as reflected in MIC’s higher gross premium written notwithstanding
significant impact of COVID-19 on the local economy, particularly the
drop in tourist visits and gaming revenues.
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INSURANCE BUSINESS (Continued)

MIC has been active in cooperating with BCM in cross-selling
to its commercial and personal clients, while also fostering
close relationships

h with and raising
business referrals

G
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from leading local
brokers and agents.

These channels allow

o o MIC to continue the
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< FREE PROTECTION PLUS SPECIAL OFFERS

Free worldwide personal

— : e
accidental protection

_—

Gardholders with valid Macau Insurance Company Crecit

Card are entitled o personal accidental protection for FREE

to protect any death caused by accident all over the world.
Platinum Cardholder » Fres coverage of MOP150,000

Tanium Cardholder » Free coverage of MOP70,000

Exclusive discount offer _
on selected protection plans

-

Cardhokders can enjoy 30% off for suoscription of 1
ance Com| P cident nsuran Tor

Double bonus points
far online subscription

8

i

»——— Free MIC e-Club membership ———

Become a MIG e-Glub member upon successful card
‘applcation and enjoy exclusive benais and senices.

<« EXCLUSIVE SPENDING BENEFITS ~ \

»—— Double bonus points at gas station ——

oy bonus
Macau with Macau Insurance Gompany Credit Card.

»—— Birth month double bonus points Offer ——

Enjoy double bonus points from Credit Card spending during
YOUr MOt of Bifth.

Discount offer and double bonus paints
at designated merchant
Enjoy exclusive discount offer and double bonus poinis

reward at designated merchants.
DI it B G503 T RSt 4830

—_

»—— Settlement account for Car Loan ———

Earn bonus point and enjoy up to 56 days interest-free
repayment pericd by choosing the credit card account as
settlement secount for Car loan based on the avaiabie
credi limit,

»—— Discounted bonus paint redemption ———

Erjoy special bonus points to redeem Macau Insurance
Company's cash coupons :

GittName

Bonws Points Required

“» MORE CREDIT CARD PRIVILEGES

+ Interest-Free Instaliment Frogram

- Gash-in Plan

- *Easy-Fun® Instaliment Program
Macau Pass *Auto Top-Up" Service

- MPay Top-Up Service

Bonus Points *Free Shopping” Mode

>

BCM/u
ARmEST

BRI

Credit Card Service

TR

e

MACAU
INSURANCE. COMPANY

nrigm

FADBIR B S (R

Spending with Protection

www.bem.com.mo
TeleBCM X 18 1 8 576 5888

R IRTTRORPIR BRI S ERREERSE
BCM & MIC co-credit card promotion

Z N
[ ]

diversification of its
business mix and
improve business
profitability.

With the help of
DSI and various
Group functions,
MIC has stepped
up its underwriting
and reinsurance
practices as well as
risk management
mechanisms, which
contributed to ongoing
improvements in
underwriting results.
Reduced social and
business activities

during part of the year for the prevention of COVID-19 also helped
keep claims volume at a more subdued level and allowed MIC to

achieve yet another record underwriting profit, and a much improved

combined ratio in 2020.
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INSURANCE BUSINESS (Continued)

AN AP AR AR

MACAU PENSION FUND MANAGEMENT CO. LTD.

MRS EAMNE] BEEEER RS !

The “Central Provident Fund - Individual Plan” leads you towards
an amazing retired life!

M ARE2020F 128310  RAMERTEAFES
RS R [RESEANS] NGz TEE:
From now on until 31 December 2020, BCM Credit Cardholders
enjoy the below benefits upon subscription of CPF Individual Plan’:

"H'ﬁi“@. Credit Card Spending Rebate
BN TESMRPRRTBI Z 47 Personal Accident Insurance Pian
B !lﬁ! 1,000[H] Reward up to MOP1,000

L.
. WESE [k fal ]

Transfer Amount Credit Card Spending Rebate
*$60,0008 Bl L or above $500
 $40,000 - $59,999 $ 400
120,001 - $39,999 $ 300
$20,0005% LA T or below $ 200

RS HUEMP oMMl | - DA ESNER [EARIMRIE ] SHBZH |
lhe transfer amount reaches MOP60,000 or above, customer will be entitled to
extra “Personal Accident Insurance Plan"? .

BN AR B R RS 2 A W S AP RRK £ WHE S AR A ("MPFM') BRA
F!ﬂﬂ*ﬂﬂﬂﬁﬂ)\HIJ 308 A EURTT A RIMUE U R LA T BRI U -
who baiance of sub-account” 1o the

autopay.
mmlannocoml ARMRRBGRRL E (APRR) R  EETERRERIE
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Liited ( “MIC" ), with the
Gustomer enjoys the first year premium free priviege. This is applicable o Class.

f the dlient does ot
m"m;“r Class | nor Class Il. Please visit www.mic.com.mo for “Personal Accident Insurance Plan”

7 8396 9536 / 8396 9567 T AERHEH!
 Call 8396 9536 / 8396 9567 to know more and apply!
SJ&EE‘J 1. ESEa20209F9F 18 £12A31 81k < 2. bl HEREMA AP RATRONRL T (AP
RGBS AR FERE (B ERIIE) - 0 RO AR EAN BN S AL - B
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Torms & Conditions: 1. The promolion pariod is from 1 Seplanber 1o 31 December 2020. 2. The above offers are appkcable to al

re Gacs s Gt G Cars (nloding Sppiemontey Card) sved by Banco Comercal e Maca, S (‘8
Bank’).3.A 1% from the MPFI

@ www.mpfm.com.mo
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MPFM promotion

MIC’s solvency ratio remained very robust
and was boosted by strong profit recorded
in the year. Its “A-”
Strength Rating and Long-Term Issuer
Credit Rating of “a-” were also reaffirmed

(Excellent) Financial

by A.M. Best during the year.

For the Macau pension management
business, MPFM recorded steady growth
in AUM in 2020. The development of the
new non-mandatory Central Provident
Fund business has progressed in 2020
mainly in terms of continued enhancement
of internal infrastructures for better service
and efficiency. New business was slow,
a result of reduced social and business
activities in the year amidst COVID-19, and
local SMEs facing economic challenges
turning somewhat hesitant towards
establishing new pension schemes.
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[ B T RISK MANAGEMENT
REBEHEERMRKREGESR  EFEER The Group has put in place an effective Risk Governance Framework,
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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 banking business 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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REVIEW OF OPERATIONS

RISK MANAGEMENT (Continued)

Moreover, to prepare for the revised Supervisory Policy Manual Module
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.

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.
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EXRRBES CAPITAL AND LIQUIDITY
20204 2019%F
RITEE Banking Group 2020 2019
P ERTT 2 & ANERR Capital base of banking subsidiaries
(LABBHITat) (HK$ Million)
M12A31H At 31 December
— LR E— AR - Common Equity Tier 1 22,799 21,292
——& —Tier 1 23,697 22,191
— & —Tier 2 5,421 6,263
HRiE 2 EARER A Total capital base after deductions 29,118 28,454
BT B LR Capital adequacy ratio*
— LR E—AR — Common Equity Tier 1 13.8% 13.4%
—— - Tier 1 14.3% 13.9%
— B8 - Total 17.6% 17.9%
TN L Liquidity maintenance ratio 47.8% 46.4%

ES a1

()

(average for the year)

* 2020F12 A31H K2019F 12 A31HZEA TR *
L T RETIRTT (B IERFIm F RIT R RFIRAT
(FED)BEFEMRR - HE2ZRITEER) R
BB IZEERIBENEREE - ZIEEBEARRE
LR EE R TSR FRERR

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 Il basis with reference to the Banking
(Capital) Rules. This consolidated capital adequacy ratio takes into
account market risk and operational risk.

B VM E R TR R IR TT (B IERPIRE 2EERTT
RARFRIT(PE))RFBEE12EARNSEA
2R AR M L RARIBCIRITE OREIE)
RADFTE -

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.

44 DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



Ld
N

BEXRREBES @
REFERBE—FHFEBRMNERTRLEE -

RIEMZABEEAEBESERRBEE(WE
BINERSRRERES)  Re RBITERXIE
T UEBERERERERRBESRENE
BREs  RTKERBEFAEREBR RIS
FrLEE o

HAKEERNRRBESRNNE N A A BAE
ERRERBPIERFELET  EEETHEN
ARAER  TRAEEFEANEAREENRARE
BERXAEEEARNREE SR EHE
BERtRFRERNRE (BREDAHGER) AR
FAEEGELR -

ANEIR

AEBRBR N BIEAKENEERREE
B EBREASEANEERFOUCREEIRT
WHEBSEN SRR INRETR - AEETF
EHRE AN U RITREERR - WREFH
IR R AT - KR2020%F - WM —RIIHER
B NETETARBRTNOT  mMefERE
BRETELEBITANREN - BHILETE
Boo tbsh - AREEFFT ARE TH RS EE
LRANBEBRNS LEBEE - EE(CERE
EREFR  REMTLHRMBERERTHOTR
KB - BEDRSEUE2019F IS E U ER S -
KEEBFBSERMTIERITLAHHENR
BRE IENSREBRERTE - NEEETE
WITE TR WE—TREKERNNRFEE
e o AEEE MBI D ZN20195F TR XL
HEHER

EIEI -
REVIEW OF OPERATIONS

CAPITAL AND LIQUIDITY (Continued)

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

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

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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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 3,097 at
the end of 2019 to 3,079 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 REPORT

CORPORATE GOVERNANCE PRINCIPLES AND
PRACTICES

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

Throughout the year ended 31 December 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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BEE2wm) 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

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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BOARD OF DIRECTORS (Continued)

The Board (Continued)

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

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

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

Board Composition

As at 31 December 2020, the Board comprised 10 Directors and
1 Alternate Director, namely Messrs. David Shou-Yeh Wong (Chairman),
Hon-Hing Wong (Derek Wong) (Managing Director and Chief Executive)
and Gary Pak-Ling Wang (Deputy Chief Executive and Group Chief
Financial and Operating Officer) as Executive Directors (“EDs”), Messrs.
Eiichi Yoshikawa (Mr. Shinkichi Nakamura as alternate) and Yoshikazu
Shimauchi as Non-Executive Directors (“NEDs”), and Messrs. Robert
Tsai-To Sze, Andrew Kwan-Yuen Leung, Paul Michael Kennedy,
David Wai-Hung Tam and Paul Franz Winkelmann as Independent
Non-Executive Directors (“INEDs”). There is a strong independent
element in the Board to ensure the independence and objectivity of
the Board’s decision-making process as well as the thoroughness and
impartiality of the Board’s oversight of the Management.

The Board possesses appropriate experience, competencies and
qualities to discharge its responsibilities adequately and effectively. In
addition, the Board collectively has adequate knowledge and expertise
relevant to the business activities of the Company in order to ensure
effective governance and oversight. Brief biographical particulars of
the Directors are set out in the Directors’ and Senior Management’s
Profile of this Annual Report. The Company has maintained on the
respective websites of Dah Sing Bank and Hong Kong Exchanges and
Clearing Limited (“HKEX”) an updated list of its Directors including
their roles and functions and whether they are INEDs. INEDs are also
identified as such in all corporate communications that disclose the
names of the Company’s Directors.
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EEgzAR@® Board Composition (Continued)
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The independence of the INEDs has been assessed in accordance with
the guidelines set out in Rule 3.13 of the Listing Rules. Following such
assessment, the Board considers all the INEDs to be independent.
Further, the Company has also received from each of the INEDs an
annual confirmation of his independence.

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

Chairman and Chief Executive

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

The posts of the Chairman and the Chief Executive are held separately
by Mr. David Shou-Yeh Wong and Mr. Hon-Hing Wong (Derek Wong)
respectively. This segregation ensures a clear distinction between
the Chairman’s responsibility to manage the Board and the Chief
Executive’s responsibility to manage the Company’s business and
a balance of power and authority. The Chairman mainly provides
leadership for the Board to ensure that the Board discharges its
responsibilities effectively, and that all key and appropriate issues are
discussed by the Board in a timely manner. The Chairman possesses
the requisite experience, competencies and personal qualities to fulfill
these responsibilities. The Chief Executive is responsible for the day-
to-day management of the Company to provide business direction
and operational leadership for the benefit of the Group’s businesses,
enhance shareholder value and ensure sound internal control.
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BOARD OF DIRECTORS (Continued)
NEDs (including INEDs)

As at 31 December 2020, the Company had 2 NEDs and 5 INEDs.
Each of the INEDs has provided to the Company confirmation of his
independence as required under Rule 3.13 of the Listing Rules. 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.

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

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.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



HIE R ARENEEERBR R ER

- BRIREREENSEEEABNEIIREF

BEEER

-  BEAEEREETERREERTEN K
REEMR

—  BEMEEREFMRTEINRARTM

—  BEARREETEERERTRINERRE

EAEEAMENNKE

BEREN2020F AERM Matim Ll R EIAE

BEZFEH2MOT

— 2019 REEAWME

—  2019%FE - e kERWmE

- EEEREFERHARSERBREERA
MEE RS2 BRI AR

— ERIREARESRERAEAEBR

-  BRIRBELRFMEZEeRESRE

— (EFRADATZIRER - 4 RERERR

==

E

DEEARE
CORPORATE GOVERNANCE REPORT

BOARD OF DIRECTORS (Continued)

Corporate Governance Functions

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

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

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

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

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

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

The following is a summary of the matters relating to the above
corporate governance duties reviewed and discussed by the Board in
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

- Changes of the composition of the Board

- Revised Policy on Intra-Group Exposures

- Revised Terms of Reference of the Nomination and Remuneration
Committee

- ESG reporting under the Listing Rules
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Ezgw BOARD OF DIRECTORS (continued)
EE2ESFRXSZTA Code for Securities Transactions by Directors
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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.

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.
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was as follows:

Eiichi Yoshikawa

David Shou-Yeh Wong (Chairman)
Hon-Hing Wong (Derek Wong) (Managing Director and Chief Executive)

Yoshikazu Shimauchi

Robert Tsai-To Sze
Andrew Kwan-Yuen Leung
Paul Michael Kennedy
David Wai-Hung Tam

Paul Franz Winkelmann

Alternate Director

ERERRE

CORPORATE GOVERNANCE REPORT

BOARD OF DIRECTORS (Continued)

Delegation by the Board (Continued)

As at 31 December 2020, the composition of the Board, the
Nomination and Remuneration Committee and the Audit Committee

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

Shinkichi Nakamura (Alternate to Eiichi Yoshikawa)

Nomination and
Remuneration Committee
INEDs

Robert Tsai-To Sze (Chairman)
Andrew Kwan-Yuen Leung

ED
David Shou-Yeh Wong

EREES
BUHHITEE
LB (E/E)
)E3ES

R

Audit Committee

INEDs

Robert Tsai-To Sze (Chairman)
Paul Michael Kennedy

Paul Franz Winkelmann
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Ezgw BOARD OF DIRECTORS (Continued)
EEREAEAMRIEI Induction and Training for Directors

ARBERAMZENESRAESHETFMER
RElZEMN YHERBELHN  UHERESR
HAKENEEREFHRBEENER  AEA
BAGEMBERNMRETHRE - AAR]JRE
MHBHEEXERIEITHESR  UHEREES
FENABRSEBEREERAO TEORE

BERHD2EFBEFIXER  BRIUETHRSAZ
Nige - MFEAN  AABRESLHENE -
FIBESHC AR RMERMIEEN20205F AT
BESIEAYRCER ©

BREENFENCEX TYIHEE 25 -

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:

boE
Training Areas
EERTE/ SEER RBIEE/
LEER REE £% /0%
Regulatory/ Group’s Macroeconomics/
Corporate  Business and Business/
s Directors Governance Management Financial
BUFHTEE INEDs
FER Robert Tsai-To Sze v v g
REE Andrew Kwan-Yuen Leung v v v
oIS Paul Michael Kennedy / / v
BRI David Wai-Hung Tam v/ / v
EHR Paul Franz Winkelmann v v g
FHTEE NEDs
FlE— Eiichi Yoshikawa v/ v/ /
ISRz Yoshikazu Shimauchi v v g
HITEE EDs
FFE David Shou-Yeh Wong v v v
HEH Hon-Hing Wong (Derek Wong) v v v
Fiak Gary Pak-Ling Wang v v v
EAEE Alternate Director
RS Shinkichi Nakamura v v =
(R2020% 12 F8HEZ(T) (appointed on 8 December 2020)
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BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE

Nomination of Directors

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

Remuneration of Directors

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

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

nomination for appointment as senior management

- To assist the Board in discharging its responsibility for the design
and operation of the Company’s remuneration system

- To review and make recommendation to the Board in respect of
the Company’s remuneration policy and practices

- To determine the specific remuneration packages of directors

and senior management

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

Corporate Governance Duties

The NRC also performs the following duties:

- To review the structure, size, composition and diversity of the
Board and also its committees at least annually and make
recommendations on any proposed changes to the Board

- To regularly review the efficiency and effectiveness of the
functioning of the Board and also its committees, particularly in
respect of the composition of Board and committee members

- To review the Director Nomination Policy

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

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

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

The NRC held 4 meetings in 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:

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

- Reviewing and endorsing the nomination of director to the Board
- 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
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COMMITTEE (Continued)
AEE 2 HMBER The Group’s Remuneration Policy
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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.

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.
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EEZEE-RERFMHZEEW BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE (Continued)
EERBBE@ Director Nomination Policy (Continued)
B AEREARIBERAESH  RAKEMNM In assessing the suitability of the candidates for nomination as Director,
ZESHMEAER  B2EEFRBBEMH the NRC shall consider the candidates on the basis of the selection
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criteria set out in the Director Nomination Policy which includes his/
her reputation for integrity, accomplishment and experience in the
financial services industry or other industries, commitment in respect
of available time and relevant interest, diversity perspectives including
but not limited to gender, age, ethnicity, cultural and educational
background, professional experience, skills, knowledge, independence
and length of service, and independence criteria as set out in
Rule 3.13 of the Listing Rules in respect of proposed appointment of
independent non-executive director.

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

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

Director Nomination Policy (Continued)

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

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

BOARD COMMITTEE — AUDIT COMMITTEE

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

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

The AC makes recommendation to the Board on the selection,
oversight and remuneration of external auditors. The AC reviews and
monitors the external auditors’ independence and objectivity and
the effectiveness of the audit process in accordance with applicable
standards.
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EEZEe-BEREZEgEW BOARD COMMITTEE — AUDIT COMMITTEE (Continued)
EZERMRERARNAZFERPBRTE The AC reviews and monitors the integrity of the Company’s annual
WERZFBIE  PREGHIBRESARAZES and interim financial statements, including significant financial
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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 HKEX.

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

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.
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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

- 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
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ATTENDANCE RECORDS

CEREERE

The attendance of individual Directors at the Board meetings, Audit
Committee meetings, Nomination and Remuneration Committee

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

HE/BEREE
Attended/eligible to attend W s
REREH BERE
Z88 Attended
Z#%Z8E  Nomination and Annual
EEg Audit Remuneration General
= Directors Board Committee Committee Meeting
BUHHITEE INEDs
£ B Robert Tsai-To Sze 4/4 3/3 4/4 v
REE Andrew Kwan-Yuen Leung 3/4 N/A 474 v
ks Paul Michael Kennedy 4/4 3/3 N/A v
R David Wai-Hung Tam 4/4 N/A N/A v
R Paul Franz Winkelmann 4/4 3/3 N/A v/
FHTEE NEDs
FlE— Eiichi Yoshikawa 2/4 N/A N/A -
FHR—2BEES Alternate to Eiichi Yoshikawa
— B - Fumio Takamatsu 2/3 N/A N/A -
(R2020%12 F8AFHE) (ceased on 8 December 2020)
—HiEE - Shinkichi Nakamura il N/A N/A N/A
(K2020%F12 A8 HEZ(T) (appointed on 8 December 2020)
ISR Yoshikazu Shimauchi 4/4 N/A N/A v/
HITEE EDs
EpE David Shou-Yeh Wong et 3/4 N/A 3/4 -
HEH Hon-Hing Wong (Derek Wong) 4/4 N/A N/A v
Fak Gary Pak-Ling Wang 4/4 N/A N/A v
Hr BECEEARTRZTANEXEEAEETE & Note: Pursuant to code provision E.1.2 of the CG Code, the chairman of the

FEERELERRBFAE - ERHABHRRK
SEBREMEAERY]  EFGEFETES
A E B 5 B8 INIUR BB L E 702020485 29 H
BB ERIT 2 NA F20204F R A F A€ (12020
FREBFAE]) - AR EFBEBIRITRE
HEZEELAET2020FRRAFAEZEE -

board should attend the annual general meeting. 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), Managing Director and Chief Executive of the Company, took the
chair of the 2020 AGM.
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ACCOUNTABILITY AND AUDIT

Financial Reporting

It is the responsibility of the Board to present a balanced, clear and
comprehensible assessment of the Company’s performance, position
and prospects.

Management is responsible for providing sufficient explanation and
information to the Board to enable the Board to make an informed
assessment of the financial and other information put before the Board
for approval.

The Directors acknowledge their responsibility for preparing the
financial statements of the Group. As at 31 December 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.

Internal Controls

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

ACCOUNTABILITY AND AUDIT (Continued)

effective internal control system are as follows:

The key procedures that the Group has established to maintain an

RILBM 2 EIRERIRE - AEBRAEZ
TR - FEMRBE -

RUBEEZEE  UERRESSKERE
= WEEAR  RBEENNERR R
TR KA AR o

EHRAGEEEABRERZEEREAR
AZEBRE - BUE B ERKRERETR
By E2e8FRUAKRBEZEBR
MR -

HRIEEMBORMIET - WMEEHER - &P
5 BEED  RH2EEERTEMSE
BEZRE FEEEREREE  ¥BRA

o126 BREE(BRRBARE(TR
1)) - BT EABEERE - A5

EARANRE - HERWEIERE - B
ER(REEH  BERE  ATEERY
BRI 2 MRS  EIRRE REEE
B RAHE)  MREREEHE(2EE
WiE B R 2Bl SRS T2 R BT -

B NEPEAZ B AL R B B IR BUOR A2 A
NEERE2ET  WETZ BRI Z AEE
TIRA REZEE) - MERER - BERR
T ARERESIEHIE 2 28 - MR MK
Bt - BB EERELABEZZEEXR
R BEREF LRBTHAARY I BE M
TREERE® -

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.

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

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

Internal Controls (Continued)

The independent group risk function monitors and reports the
Group’s risk positions and analysis to senior management, Risk
Management and Compliance Committee and the Board, and
operates to sustain a sound asset quality and risk control in the
portfolio of the Group’s businesses with due consideration of a
proper risk and return balance.

The Group continues its ongoing upgrade of risk management
framework and capabilities to strengthen its risk control and
effectiveness, which are key to the maintenance of sound
internal control process of the Group.

The Group Compliance Committee at the management level
serves to uphold a high level of awareness and accountability of
compliance requirements. It is responsible for overseeing and
guiding the development, maintenance and enhancement of
compliance system, policies and practices to ensure compliance
with all statutory requirements and regulatory guidelines. The
Group Compliance Division performs an independent on-going
monitoring and advisory role on the Group’s compliance with
relevant rules and regulations, while the AML and Financial Crime
Risk Department manages and oversees AML and financial
crime risk of the Group.

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

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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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.
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RISK MANAGEMENT AND INTERNAL CONTROL (Continued)

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

Annual Assessment

The Group has implemented 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.

INTERNAL AUDIT

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

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

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

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

In addition to audit related services, PwC, based on agreed-upon
procedures, provided the Group non-audit services during 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.

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)

BERQTRENIRE Services rendered for the Company (HK$’000)

BERRS Audit services 10,703
BEIZAIMNRTE - Non-audit services:

o EREEHOBUNTISTHMERTE
(M58 ) A SRIT AR BI T 81T
R EEBNEETIE

s HREERRERE - MREREE-
MEMRSERFRUERENR
B RZ

o  HAKBEMZHRBRONIE
SENEARB ZHBARESR

o Hft

op
\
/

Total

Review of the updated Euro Medium Term Note 270
Programme (the “Programme”) and professional
work on new subordinated note issue of Dah Sing
Bank under the Programme

Compliance reviews and independent assessments 2,519
on operational risk management, technology risk
management, new [T system projects etc.

Tax compliance review on taxation computation 1,219
and advisory service on compliance with new tax
regulations relevant to the Group

Others 1,284

15,995
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COMMUNICATION WITH SHAREHOLDERS

Effective Communication

The Board attaches great importance to communication with
shareholders. The Annual General Meeting (“AGM”) provides a
useful forum for shareholders to exchange views with the Board. The
Chairman of the Board and all Directors make a strong effort to attend.
The Chairmen of the Board Committees and a representative of the
external auditors also attend the AGM to take shareholders’ questions.

The Management holds group meetings with analysts in connection
with the Company’s annual and interim results. Apart from the
above, designated senior executives maintain regular dialogue with
institutional investors and analysts to keep them abreast of the
Company’s development, subject to compliance with the applicable
laws and regulations.

Moreover, the website of Dah Sing Bank (www.dahsing.com)
offers shareholders convenient access to the Company’s financial
information, announcements/circulars and information on the
Company’s corporate governance structure and practices, in addition
to business and corporate social responsibility activities of the Group.

Convening an Extraordinary General Meeting

Shareholder(s) holding not less than 5% 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 requisitionist(s) and (iii) the number of
ordinary shares of the Company held by the requisitionist(s).
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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.

Putting forward proposals at general meetings

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

- put forward a proposal at a general meeting

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

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

COMMUNICATION WITH SHAREHOLDERS (Continued)

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.

HANDLING AND DISSEMINATION OF
INFORMATION

INSIDE

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.
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CONSTITUTIONAL DOCUMENTS

The Company had put forward a special resolution at the 2020
Annual General Meeting held on 29 May 2020 to amend the Articles
of Association, which was approved by the shareholders at the 2020
Annual General Meeting. The amended Articles of Association of the
Company is available on the websites of HKEX and Dah Sing Bank.

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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ABOUT THIS REPORT

This Report gives an annual update of the initiatives, plans and
performance of Dah Sing Financial Holdings 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.
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RiE - HEREANE=Z@ Our Philosophy in ESG (Continued)
TrEHEETEESEEMALEMSETIER The Corporate Social Responsibility Committee (“CSR Committee”)
ES=N ?25\@ EREEENKERASEET is responsible for all corporate social responsibility related matters.
(BRI EHMIEEEX  CEUSEEEES The CSR Committee comprises members of senior management
ZEAARRERZPEMEETE ﬁ‘xﬁ%ﬂiﬁﬁ ' and certain heads of business and support functions of the Group.
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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.

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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ABOUT THIS REPORT (Continued)
Stakeholder Engagement and Materiality Assessment (Continued)

The table below outlines the engagement channels with our key

Training, seminars and briefing sessions
Performance management

Dah Sing Staff Club

Employee Assistance Programme

Staff communications

Business Operations Portal/intranet
Recreational and volunteer activities

Relationship manager visits

Corporate websites, mobile apps and social media platforms
Customer service hotlines

Service Quality unit that responds to customer feedback
Customer and industry association talks and seminars

Annual General Meeting and other general meetings
Investor and press conferences and briefings
Corporate websites

Corporate communications including announcements,
circulars, interim and annual reports

Regular meetings and communications
Regular supplier reviews
Supplier management

Regular meetings and communications
On-site reviews
Compliance reports

\olunteer activities
Sponsorships and donations
Community outreach

The ESG aspects considered as most critical to our stakeholders are
outlined in the materiality matrix below and addressed in further details
in the rest of this report.
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BHESEREEMHT @ Stakeholder Engagement and Materiality Assessment (Continued)
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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 priorities 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.

KIEeBMEBBRAR 2020F Fi)

81



o <

82

R g RERWE

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

O

[ ) J [ J a» a® b a» (3 X ] a» [ ) J [ J
b [ J aD aD a» a» a» éa» a® aD é» a» b
-m mmmm mm-m mmm-m mmm-m
5@ MARKETPLACE (continued)
EmEEREEFNAR Product Responsibility and Customer Commitment
EEAENERRRE Responsible Products and Services
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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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MARKETPLACE (Continued)

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 X7 T {EH#E — S RAMFAR - FtIRELZ2ERS AL
Technology upgrades were made in the authorisation elements of DS-Direct
to achieve improvements in its security and ease of use
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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)
EREAREEFNEAR@® Product Responsibility and Customer Commitment (Continued)
HrEEEE Supply Chain Management

AEFBELREBETEELIREBRR HERER
SEMHEREE - RPIESRTERR - bR
EBrEHERTEREREERERAENESR
LS - EEMBEEERES®E - ZMRED
BokEZEXH R T HENEISTRMAERE
g RERIRE -
RREMERREELENNARERZ EMEH
REREF HESNCARETRTENBARSE
REZTVHER - BIEEBRMBBBRRE
ZAISO 14001 ~ 3R([E A EEY ] - [EWHIA 1R
[MEIREE ) MR P AE DA B e EE R B =R
BIBR - DASZHS H iR o 7A20204F  33RAAF
RITRERSE « 2 HERE EYFISO 140015k
AMERZEGRE -

HAIR2020F7 ARBGE— i - ERkETE
ZHEMERSEERBRREEAE KB - MR
HIBMTHER - HE R LIS N SENR K
ASEERTERMALER - FR - &H116M0H
FERIEEZRIE o IO REBTERHAESR
MEs - SEEZRERNNES °

e

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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MARKETPLACE (Continued)

Product Responsibility and Customer Commitment (Continued)
Customer Data Privacy

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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5@ MARKETPLACE (continued)
EREAREEFNEAR@® Product Responsibility and Customer Commitment (Continued)
EFERALEB@ Customer Data Privacy (Continued)
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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.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



RIE - e MERWE

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

O
Do o @»

5@
EnEXTREEFNAR @
EEEREST  RASFERES @

AR B THERETHHENHE - AEERA
BERBAZ(IRBAE D ENERBIEHME
rellvsEFEm - mEIRHEESAREDE
HEEINEHFER - AEBTZHREAETIEA
BRRANEMAMEINEMEEE - RS
BTHRBEIESTRNERERERNK - &R
2019 i K R 15 - 20204 E ARG FEAR L 48
7 AEEERFERBAZLIEABR2021FR
BTENEZRGITE -

HANLERALEERRHKE TR 2MIERER
=] RPIMRTTREIEREERETRTE
8 2RETATEN  EREEREISHE -
BERREF  REESIFEEAEANES - 8
REHRNEEN - BTATRABRETEINFE

R -

HAPIFRIRT 7 BB R B R T ) RO N R R
DFREBERKRIZF - A& AN K BB 69 [ %
BERRBMD FREMABNEEER ML - %
ERREBRBEIHPERLRRETAARLZS R
BROR - MAFE KRB TRHEREEANE
SN - AITIB IS ARSI - AR R TH R
BTSN

BPRERMEERBER - BETREMIFNE
MREN A BRSRERESR - FTRROESR
EHARAAMEZMBAIAE - EWREMROER
BREZZEGER - BAKIUZHNHRIERE o

B O

MARKETPLACE (Continued)

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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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.

L ¥ - B w -

) .

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 more than 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

DEIRERBHEEMNET

Anti-virus resources packs were distributed to our staff
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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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WORKPLACE (Continued)

Employment

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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TERE @ WORKPLACE (continued)
EBEw@ Employment (Continued)
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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.

J

EVP Weeks 8 T4 &
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.

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.

/

HPImFRBRER TR

Our new headquarters with fltness facilities
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TERE @ WORKPLACE (continued)
RERZZ @ Health and Safety (Continued)
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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.

2020K#T 2 BISEEAR
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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COMMUNITY (Continued)

Support for SMEs (Continued)

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

LLENE X

DAH SING BANK

;

£ 2019 ¥ 78, fith 2 & 15 1 ) 52
BT AFEEPHEERE T
71 - H&AFIR20209FE5 A 2 HE
ELERRRITEPINEE
SN TR U HE A B R Az
BETEARIGE - RIRZE
2 AEREFPHNERERER]
TBSEAEEHEE - BRAS
(RIEREREF) — A EAE
E6MEA - MERFHRRE
B S EF I EE6E A -
FA - BERBRATRIERZ

328BUSINESS

e -
taEs ' s

328ERERF O (BF 1)
BR2BIERBMF

ERE M BANKNG

AEEE - S ERASER [
B MBEsEM2RgTe s

N = ﬂﬁ;yg::gnm
HILEE -

mwarrmasmn- ) e Q) vwwdansingcomvia
R RASE

BMEE AP IR
AR AR B 4T &0 i S AR 7%
We continue to enhance our products and
services for both SMEs and start-ups
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payment process for SMEs but also assist
in the expansion of the Group’s customer
base.

To help alleviate the cash flow pressures
of our customers who were adversely
impacted by the COVID-19 pandemic,
we participated in the Pre-approved
Principle Payment Holiday Scheme in May
2020, in full support of the HKMA and the
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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COMMUNITY (Continued)
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”
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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)

O

Supporting the Younger Generation (Continued)

N

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

BRI

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
competition and a ceremony
was held in November 2020 to
celebrate winners.

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.

HERMAXHBELLER
Sharing session in Santa Rosa de Lima English Secondary School
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COMMUNITY (Continued)
Supporting the Younger Generation (Continued)

Separately, Dah Sing Insurance Company (1976) Limited (“DSI”)
continued to support the Evangelical Lutheran Church of Hong Kong
(“ELCHK?”) in a number of youth development initiatives. Since 2017,
DSI has been working with ELCHK’s Grace Training and Development
Centre in support of the “Young lllustrator Programme”. With the
aim to provide working opportunities for local young illustrators, DSI
continues to commission these illustrators to design pieces including
calendar cards, red packet envelopes and promotional materials. The
illustrators’ pieces have been well-received by the public and helped
them gain work opportunities from other companies.

DSl is also supporting a three-year programme to encourage
underprivileged children’s learning and career development — “Growing
Partners Il — Child Development Fund Project” organised by the Social
Welfare Department’s Child Development Fund and operated by
The Boys’ and Girls’ Clubs Association of Hong Kong. The programme
consists of trainings and value-add activities for participating children
between the ages of 10 and 16 and who reside in Kwun Tong and
Shatin districts. DSI staff’s involvement as mentors will aim to cultivate
the career interests of the participating children as well as to share
guidance and provide companionship to them.

With the success of the Business Analytics Case Competition 2019
hosted by the University of Hong Kong, DSI plans to continue the Case
Competition with student-led business societies across universities
in Hong Kong in 2021. Through this initiative, DSI seeks to provide a
channel for students to practice their analytical and presentation skills
as well as increase their exposure to the general insurance market.
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Supporting the Younger Generation (Continued)

In 2021, DSI will continue to work on more youth and community
initiatives, with the goal to provide working opportunities to the
younger generation. In particular, we plan to deepen the younger
generation’s awareness towards environmental protection, energy
conservation and financial management.

N

[BE « BTRE | FFRELBERIER
RIRBEP T « BITRE | SFRELE  EUEBHFEAREBEEONTEEN - BREABMARENAE - LRALAREE
Winners of “Hong Kong e Atrtistic Vision” Youth Drawing Competition.
DSI organised this competition to encourage the younger generation to create art illustrations of Hong Kong to demonstrate their artistic talent
and creativity and as a means to boost their self-esteem
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In response to the COVID-19 pandemic, DSI also supported the
“Together, Smart Kids Fight the Virus” Poster Colouring and Design
Contest 2020 organised by ELCHK. The contest sought to increase
awareness among children of prevention practices and vigilant action
towards COVID-19 through the medium of art. All primary school
students in Hong Kong were invited to take part. The Champion, First
Runner-up, Second Runner-up, and the Most Creative Award of each
Division were awarded 50 surgical masks, and some also won cash
coupons. Sustainable cotton face masks were distributed as gifts to
the 100 finalists.

2020 E O BEENEEERRAHLE
“Together, Smart Kids Fight the Virus” Poster Colouring and Design Contest 2020
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Promotion of Sports and Support for Those in Need

RHIRTLEEECIIJUMP! 2020-2021)
DSB participated in the sponsorship of
“Well Dunk! 2020-2021”
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RATIRITIEED B BRI R YE[ K372 =Zoom FitnessPhE R |
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. It aims to offer
young people from low-income
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 four teams and
participated in the Full Tower
Relay Contest, while six staff
participated in the Half Tower

Race. One team finished as
the first runner-up, BCM’s best

record to-date.

SRPIRHERTT 2 BRI SEHe 3R B IR 238
BRZHE[ NRZEEETIEFE BCM joined “Oxfam’s annual Tower Run” in Macau
READI O BPRBEROA
RAT(DRPIRER]) inog 5 E AL & EN A
RENEIE - B RFIRBIBERGREA LS
ENBEATSRENAERM  §RBEELAL
B EERN AR -

In addition to participating in
annual charity events such as
“Walk for a Million”, Macau Insurance Company Limited (“MIC”) has
increased its engagement with local enterprises operated by persons
with disabilities. Specifically, MIC is now procuring office supplies from
supermarkets operated by persons with disabilities, in order to build
up a greater sense of rapport with these individuals.

2PRRERT 2020-11-19

EEAR B[t a4
21 251,627

PR 2E ARme B 8T
MIC joined “Walk for a Million”

104 DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



RIE - e MERWE

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

B20185F 8 - KRB BB RRREEETER
L REEFERE - FAWE T3REBHFER
Rt WHEFEHREMCO24 1ER2020F1 A1
RELENRL M - DIEERRRITRE -

Since 2018, DSI has invited vegetarian cookbook writer Ms. Cathy Lee
to design healthy recipes. 3 vegetarian Chinese New Year recipes were
developed this year, and along with CO2, a young illustrator, and were
published in January 2020 to promote the benefits of a vegetarian diet.

N\

FERERLRAEEREFFRZL
Ms. Cathy Lee designed healthy Chinese New Year recipes
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For the fourth consecutive year, “Save Our Environment and Planet”
Facebook Wall Game was successfully launched to raise public
awareness on environmental

conservation. Two games, “Take

e IMIBIEE - BB E R
BAZEBEAEPREBRERE -
RN+ KFETRER ) Facebook 5 B F
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J

RETR bR B[ RFTIRRR B AR <R b Bk | Facebook A B247 K
DSl organised “Save Our Environment and Planet”
Facebook Wall Game

Action at Home” and “Mission
Plastics”, were launched in March
and June 2020 respectively,
gamifying practical actions an
individual can take to care for
the environment in daily life. In
addition, go-green messages
are periodically shared on DSI’s
Facebook page to continue to
shed light on environmental
principles and more importantly,
on practical actions one can take
to help.
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SEEE Financial Inclusion

REBMAETEERSZERITRG - WEHER
202153 AR Bt LIRS - Rl EFEEZH
EMEE  BMEBIRBIESNERANE T
RITHUE R FHRIRITRAER - HRRBED1TE
B RMEEMEERATHNSE  TAEE
BABRKEEESHEITIRE - HMIHAS D
b ZRBRE R P WMARITRARERIZ o

HE: RERER Y

* FRUERBHEHARBEAE[AER
IR | (RS E 155 ) IR

*  BEREEABHBEFGY-Caretb E (KA
2] —[2020F ZERIXfF ]

*  ORPIBFRIERMBCP O EESE RS
R R AR 7 RE A A

*  BLEEIIREEE2020) = EE BN XA |
Rl 55 TR ARG

* e aEE2020 XIEHFHREHEER
REEHHIR

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.

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
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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

With the increased use of disposable containers for take-out food
services under the COVID-19 pandemic, DSI saw the opportunity
to equip young audiences with the know-how to reduce waste by
reducing and upcycling these containers. This resulted in the online
workshop, “Together, Let’'s Upcycle Takeout Containers”, organised
by ELCHK and fully supported by DSI.

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.

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.
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Energy and Greenhouse Gas Emission Management (Continued)

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. Separately,
by putting in place more paperless processes, MIC helps to reduce
customers’ travelling time by reducing in-person visits.

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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ENVIRONMENT (Continued)

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.

The Group’s total water consumption in 2020 is set out in the chart
below.

ES
Water consumption

W 2019 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.
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Hazardous waste

FEEREEENEE (W)
Total hazardous waste produced (tonnes)
o

IS

N}

W 2019 W 2020

ENVIRONMENT (Continued)

Waste Management (Continued)

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.

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 — “Red Packet Recycling and Reuse Programme”
organised by the Greeners Action

* 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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Environmental KPIs

BERHEE

Energy consumption

BEIREFES
Total energy consumption

L RERE - BEE N

Total indirect energy consumption — Purchased electricity

EiEaRERERE

Total indirect energy consumption intensity

RERESHMEED

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

BERBHEKE

Greenhouse gas (“GHG”) emissions

AERBEENE
Total GHG emissions

HE1— BRIRSRR®

Scope 1 - Direct emissions and removals ©

2 — BEIRAEHIL

Scope 2 — Energy indirect emissions

FEKE

Water consumption

mFEkE
Total water consumption

FKEE

Water consumption intensity
REBESHEGE
By number of FTE

FELBEEY

Waste produced

ELEEREEMEE

Total hazardous waste produced

FELEREERNEE

Total non-hazardous waste produced
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ENVIRONMENTAL KPI DATA TABLE

B
Unit

T ELBs
KWh

FEA
kWh

TRE 2RES
kWh / FTE

MR — Sl E &
tonne CO,e

M—E(tixE=
tonne CO,e

M=tk E =
tonne CO,e

73K

m?3

NAHEREBEE
m3/FTE

7
tonne

o
tonne

Notes:

(1) 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

2020

6,864,261.69

6,864,261.69

2,229.38

4,922.15

TEMA
N/A

4,922.15

11,671.85

3.76

11.33

548.19

2019

7,249,203.83

7,249,203.83

2,340.72

5,373.46

TER
N/A

5,373.46

11,161.31

3.60

6.7

433.44

Scope 1 - direct emissions and removals by the Group.
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Record date

BRBFERE

Annual General Meeting

EEEHREE
REPORT OF THE DIRECTORS

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 Financial Holdings Limited (the
“Company”) is investment holding. The principal activities of the
subsidiaries are shown in Note 28 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 137.

The Board declared an interim dividend of HK$0.27 per share and a
total of HK$86,285,277 in cash was paid on 21 September 2020.

The Directors recommend the payment of a final dividend of HK$0.67
per share in cash, totalling HK$214,115,317.

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 IBE 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

(BRI EE Z BB FAX @)

FEERERRELHE AR EHIER
MIBPERFE - FTA RN B SHERAE AR
SWEEAAEBIEIIERD B PR EATKER
RAZBRNBELREEPRESFEL AR A AR
BB FE - Ml AESETE2FANER18IRA
MAL7E171221716F -

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

2021F6 H8H (EH =) T F4K30%
4:30 p.m. on 8 June 2021 (Tuesday)

2021F6 A9H (28 =)=2021F6 4118 (E2HH)
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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REPORT OF THE DIRECTORS

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 40 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 of the Directors are:

David Shou-Yeh Wong
Chairman

Robert Tsai-To Sze*

Andrew Kwan-Yuen Leung*

Paul Michael Kennedy*

David Wai-Hung Tam*

Paul Franz Winkelmann*

Eiichi Yoshikawa

Yoshikazu Shimauchi

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

Gary Pak-Ling Wang
Deputy Chief Executive and Group Chief Financial
and Operating Officer

Shinkichi Nakamura
(appointed as alternate to Eiichi Yoshikawa with effect
from 8 December 2020)

Fumio Takamatsu
(ceased to act as alternate to Eiichi Yoshikawa with effect

from 8 December 2020)

* Independent Non-Executive Directors
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DIRECTORS (Continued)

The Directors retiring by rotation in accordance with Article 124 of the
Company'’s Articles of Association are Mr. Hon-Hing Wong, Mr. Robert
Tsai-To Sze and Mr. Andrew Kwan-Yuen Leung who, 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 still considers all the Independent Non-
Executive Directors to be independent.

Details of the Directors to be re-elected at the forthcoming annual
general meeting are set out in the circular to the shareholders sent
together with this Annual Report.

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in information
required to be disclosed by the Directors since the publication of the
2020 Interim Report of the Company and up to the date of this Annual
Report are set out below:

Mr. Paul Franz Winkelmann
Independent Non-Executive Director

- Appointed as the Non-IA Eligible DP Member of Disciplinary
Panel Pool of the Insurance Authority with effect from 30 October
2020

- Director’s fee revised to HK$580,000 per annum (including
remuneration from a subsidiary)

Save as those 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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EERTHARER 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 (“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:

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

EEBTRA

By ks

KAFLERRAHERHBE AAk

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

BARS EEER HitEs AERE  interestsin the

Personal Corporate Other Total total number of

EE Director interests interests interests interests  issued shares
I7% David Shou-Yeh Wong - 137,285,682 - 137,285,682 42.96%
EEBTRA

AFRTEBERAALERRGD, HERNEE a1

Number of ordinary shares/underlying shares of Bl

Dah Sing Banking Group Limited Percentage of

B AR EEER HiEs AiMEHE  interestsin the

Personal Corporate Other Total total number of

Bz Directors interests interests interests interests  issued shares
I7% David Shou-Yeh Wong - 1,045,626,955 @ - 1,045,626,955 74.38%
Tz Gary Pak-Ling Wang 2,884,691 @4 - - 2,884,691 021%
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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 a
corporation in which the director controlled one third or more
of the voting powers at general meetings and shares held by
companies under a family discretionary trust. HSBC International
Trustee Limited is the trustee of a family discretionary trust of
which David Shou-Yeh Wong is the settlor.

2) Such shares included the indirect corporate interests of David
Shou-Yeh Wong in Dah Sing Banking Group Limited (“DSBG”)
under Part XV of the SFO by virtue of his beneficial interests
of 42.96% in the Company which currently holds a controlling
interest of 74.37% in DSBG and interests in DSBG held through a
company controlled by David Shou-Yeh Wong.

(©)] The personal interests of Gary Pak-Ling Wang comprised of (a)
interests in 934,691 ordinary shares of DSBG, (b) interests in
share options in respect of 450,000 underlying shares of DSBG
as disclosed in the following section regarding interests in options
under share option scheme of DSBG; and (c) deemed interests
in 1,500,000 notional underlying shares of DSBG relating to
cash-settled share-based incentive options granted by DSBG as
explained in note (4) below.

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

(b)

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

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

Share option scheme of the Company

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

In accordance with the requirements of The Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”), a summary of

the DSFH Scheme is disclosed as follows:

RIERETEWEA 1)
RETL BT EIR B & 5 A 3E

K,/ 3o g8 4 7K 5 B 4F B R

R—BE AR AR EEF &

BHZERA -

RETERET SR
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B

E—UEF  EEINAE
BEETR  EERETERM
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BRBEA -
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PRERERAELZEREE
HEBREEZEITROHEHENHE D
&
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15,978,755/% - {5 R A RIE #
TR 4R E5% ©
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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 Group.

Participants of the DSFH Scheme:

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

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 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)

. Share option scheme of the Company (Continued)

Q)

Maximum entitlement of each participant under the
DSFH Scheme:

No share options may be granted to any eligible
person which, if exercised, would result in such
eligible person becoming entitled to subscribe for
such number of shares as, when aggregated with
the total number of shares already issued or to be
issued to him under all share options granted to him
in the 12-month period up to and including the offer
date of relevant options, exceed 1% of the shares in
issue at such date. Any grant of further share options
above the limit shall be subject to the provisions of
the DSFH 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 share
options are granted. Shares under the share options
must be taken up within 10 years from the date of
grant.

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 share options are granted.
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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)

. Share option scheme of the Company (Continued)

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

The amount payable on acceptance of an option is
HK$1 and must be made within 21 days upon offer
of granting of share options or the date on which the
conditions (if any) for the offer are satisfied.

(8) Basis of determining the exercise price:

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.

(99 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.

No share options had been granted under the DSFH
Scheme from the date of its adoption to 31 December
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)

Il

Share option scheme of Dah Sing Banking Group Limited,

a majority owned subsidiary of the Company

The respective shareholders of the Company and Dah Sing

Banking Group Limited (“DSBG”) approved the adoption of
a share option scheme of DSBG (the “DSBG Scheme”) on
27 May 2014.

In accordance with the requirements of 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 business and growth of DSBG
group of companies.

Participants of the DSBG Scheme:

Eligible participants of the DSBG Scheme included
directors and employees holding supervisory
positions in DSBG 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 DSBG 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)

. Share option scheme of Dah Sing Banking Group Limited,

a majority owned subsidiary of the Company (Continued)

Q)

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020

Maximum entitlement of each participant under the
DSBG Scheme:

No share options may be granted to any eligible
person which, if exercised, would result in such
eligible person becoming entitled to subscribe for
such number of shares as, when aggregated with the
total number of shares already issued or to be issued
to him under all share options granted to him in the
12-month period up to and including the offer date of
relevant options, exceed 1% of the shares in issue at
such date. Any grant of further share options above
the limit shall be subject to the provisions of the
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 DSBG, and is specified when related
share options are granted. Shares under the share
options must be taken up within 10 years from the
date of grant. All the existing share options granted
under the DSBG Scheme shall be exercisable upon
vesting in 5 equal tranches between the first and fifth
anniversaries from the date of grant.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

(b)

Interests in options under share option schemes of the

Company and its associated corporation (Continued)

. Share option scheme of Dah Sing Banking Group Limited,

a majority owned subsidiary of the Company (Continued)

©®)

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 DSBG, and is specified when related
share options are granted. None of the existing
share options under the DSBG Scheme shall be
exercisable within 1 year from the date of grant.

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

The amount payable on acceptance of an option is
HK$1 and must be made within 21 days upon offer
of granting of share options or the date on which the
conditions (if any) for the offer are satisfied.
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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)

. Share option scheme of Dah Sing Banking Group Limited,

a majority owned subsidiary of the Company (Continued)

®)
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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 DSBG 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
DSBG'’s shares traded on the SEHK on the date of
grant; and (i) the average closing prices of DSBG’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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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

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

Il

Share option scheme of Dah Sing Banking Group Limited,

a majority owned subsidiary of the Company (Continued)

The particulars of interests in options to subscribe for
ordinary shares of DSBG granted under the DSBG
Scheme and information that is required to be disclosed in

accordance with the Listing Rules are set out below:

AREER ZANRITRERDEE

Number of DSBG’s shares underlying the options

20205 2020FR  R2020F 1@ o
11 2020%A 20208 H$/%X% 128318 Exercise BiA Exercise
=Y R 76  Cancelled/ BE price Grant date period
Held at Granted  Exercised lapsed Held at (%) (B/BR/%) (B/BR/%§)
ABA Grantee 14/2020 during2020 during 2020  during 2020 31/12/2020 (HKS) (DIMAY) (DIMY)
BZ Director
Tia% Gary Pak-Ling Wang 450,000 - - - 450,000 18.24 26/04/2018  26/04/2019 -
26/04/2024
HitEgaEe Aggregate of 1,050,000 - - (300,000) 750,000 18.24 26/04/2018  26/04/2019 -
other employees @ 26/04/2024
i Notes:
(1) FARBRARITEEE TR (1) All the existing share options granted under the DSBG
P2 REERE T REBFTE1ER Scheme shall be exercisable upon vesting in 5 equal
FEEBEF AT RBRE T tranches between the first and fifth anniversaries from the
1 e date of grant.
@ RBREDETETAERES & (2)  Share options were granted to certain eligible employees,

ERAFRITEBATREEMNBER
ANEER SEERASLRE -
W AEBREBGD THEREN]T
fFHOER °

@) RBEEEZETHBHNTER
KMIEE45 ©

who are directors, senior executives or officers of major
operating subsidiaries of DSBG 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 45 to the financial statements.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

All the interests stated above represented long positions. 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
executive’s 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 schemes 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 or its subsidiaries
was a party and in which a Director of the Company or an entity
connected with a Director had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the
year.
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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.
HEBTRE
Y kg
FsRBBE BALO
[idriA 5 Percentage of
Number of interests in the
E4:: 54 shares held/ total number of
Name Capacity Interest in shares issued shares ®
IBEZ FERBEAAETREERMES G #R
Christine Yen Wong Deemed interests by virtue of her spouse 137,285,682 42.96%"
having a notifiable interest
EEERETAERAR(NELER]) EFRAREE RS
HSBC International Trustee Limited Trustee and corporate interests 126,764,787 @ 39.66%"
(“HSBCIT”)
THE AR RER R ESER(EREA)
HEZR MR
Harold Tsu-Hing Wong Personal interests and deemed interests 129,612,454 © 40.56%*
in shares held by HSBCIT as trustee
ERAREE RS
DSI Limited Trustee and corporate interests 61,205,583 @ 19.15%*
EFRAREE RS
DSI Group Limited Trustee and corporate interests 45,068,894 @ 14.10%*
EFRAREE RS
DSI Holding Limited Trustee and corporate interests 19,914,710 @ 6.23%"*
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FERRER @ SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)
HEBTRE
Y s
FisRBEE BALO
B2 Percentage of
Number of interests in the
28 =27) shares held/  total number of
Name Capacity Interest in shares issued shares ®
SEUFISREE B
Mitsubishi UFJ Financial Group, Inc. Corporate interests 32,021,510 10.02%
= ZURJIRTT i
MUFG Bank, Ltd. Beneficial interests 31,957,510 10.00%
REKE
Aberdeen Asset Management Investment manager 18,048,800 5.65%
Asia Limited
* LA EEZ (5T « DSI Limited + DSI Group Limited * The interests disclosed above by each of HSBCIT, DSI Limited, DSI

X.DSI Holding Limited & B 71| 2 #x5 & 18 &
WARVEE R 2 ek (IR @) Pl ) 9B £ 57
EFFAARRBIRG P ZEG - MzE2EHD
RIEERITEEEER 6 TURE - THE
EMRENZETTETARANRN 2 -
bt - BERG A RETE - REREFEM
BBEBHARARRDER 2 EBHKEED o

Group Limited and DSI Holding Limited and deemed interests disclosed
by Harold Tsu-Hing Wong (as explained in note (3) below) relate to the
shares held by David Shou-Yeh Wong in the Company as disclosed under
the heading “Interests of Directors and Chief Executive”. The interests of
Christine Yen Wong represent the whole of such shares. Therefore, these
shareholdings should not be aggregated, and rather form part or whole of
the same share interests of David Shou-Yeh Wong held in the Company.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

Notes:

M

©)

Such shares represent the deemed interests of Christine Yen Wong
by virtue of her spouse, David Shou-Yeh Wong being a substantial
shareholder of the Company having a notifiable interest in the relevant
share capital of the Company (under the interpretation of section 316(1) of
the SFO). These interests comprise the same shares held by David Shou-
Yeh Wong under the heading “Interests of Directors and Chief Executive”
above.

Out of these shares, 126,189,187 shares are mainly comprised of the
interests indirectly held by HSBCIT in trust for a family discretionary trust
of which David Shou-Yeh Wong is the settlor.

The interests of Harold Tsu-Hing Wong comprised of his (a) personal
interests in 3,423,267 shares; and (b) deemed interests in 126,189,187
shares held by trustee. Pursuant to section 322 of the SFO, Harold
Tsu-Hing Wong has a deemed interests in 126,189,187 shares held by
HSBCIT in trust for a family discretionary trust of which David Shou-Yeh
Wong is the settlor.

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

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

The percentage of interests was calculated with reference to the total
number of issued shares of the Company as at 31 December 2020.

All the interests stated above represented long positions.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Articles of Association, every Director

and officer shall be entitled to be indemnified out of the assets of the

Company against all losses or liabilities (to the fullest extent permitted

by the Companies Ordinance (Cap. 622)) which he/she may sustain

or incur in or about the execution of the duties of his/her office or

otherwise in relation thereto. The Company has arranged appropriate

directors’ and officers’ liability insurance coverage for the Directors

and officers of the Group.
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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$5,819,079,000 (2019:
HK$5,797,233,000).

CONNECTED TRANSACTIONS

Details of transactions with related parties of the Group for the year
ended 31 December 2020 have been set out in Note 44 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.
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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.

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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DIRECTORS OF SUBSIDIARIES

S DD D DaaDee gee o De D mew e e S D e D ¢
REZE2020F12 A1 H IEFE R EE2021F3 A The names of the directors and alternate director who have served on
4B (BAARRIZAFEEETEMEEHH) LH the boards of the subsidiaries of the Company during the year ended
M HEARRIZWB AT EETEMNESTRET 31 December 2020 and up to 24 March 2021, being the date of the
BE2HANT Report of the Directors of Company for the year, are set out below:
(LR FHE5) (in alphabetical order)

BREEE CHAN Hoi-Kit Frederick

Ai=2E CHAN lo-Meng (Vincent CHAN)

BRI CHAN Seng-Lee

R 4 ER CHAN Wai-Kin Cliff

BR{m & CHANG Pui-Yuk Vanessa

B3 e CHENG Yu-Chung (Patrick CHENG)

HBiSiE CHIU Yuk-Fai Alick

Martin EKINS* Martin EKINS*

Bk FUNG Siu-Ming (Philip FUNG)

BE=Z HO Ka-Yeung Eric

IS Paul Michael KENNEDY

LR KONG Yiu-Fai (Eddie KONG)*

2R E LAU Ka-Wai Frederick

2MaE LAU Pak-Hung

2IpkE* LAU Shing-Tat Eddie*

FRHTIE LAW See-Chan Embrose

= LEE Kai-Tai (Ricky LEE)

RAEIR LEUNG Wai-Sum (Terence LEUNG)

BiE LO Tat-Man (Diamond LO)*

Bk MA Yuen-Lai Barbara

BEEE Nicholas John MAYHEW

SRMA* (R2021F2 425 B Bitt) NG Yuen-Tin* (deceased on 25 February 2021)

xmE Blair Chilton PICKERELL

EEH POON Clement

L POON Wing-Fai Jimmy*

LB SZE Tsai-To Robert

EELE TAM Wai-Hung David

FlaZE WANG Pak-Ling Gary

Alan Robert WEATHERSTON Alan Robert WEATHERSTON

BHER Paul Franz WINKELMANN

% B WONG Hon-Hing (Derek WONG)

E=S WONG Mei-Chun Phoebe

FFE WONG Shou-Yeh David

F1H 8 WONG Tsu-Hing Harold

TE45 WONG Wai-Nar Doris

VSt s YAU Ho-Wing Vincent

RIELE YU Yuk-Wing Kenneth

#igE YUEN Yat-To (Henry YUEN)

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

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

a® ab a» a® a® a® a® a® b
ad g €D gp @ @ TP ¢ @ TP ¢ HED @D ¢ >H T g @D
[ /N ) [ /N ) [ /N [ /N ) - [ /N [ /N ) [ /N )
BiaE
Note 2020 2019
HMEHA Interest income 7 6,230,506 7,517,351
FEZH Interest expense 7 (2,511,305)  (3,392,307)
BRBWA Net interest income 3,719,201 4,125,044
RIS E KA WA Fee and commission income 8 1,378,808 1,428,536
RisERAEZ T Fee and commission expense 8 (206,264) (292,075)
FHREERBAERA Net fee and commission income 1,172,544 1,136,461
AEERA Net trading income 9 376,069 32,166
R E N H MU A Net insurance premium and other income 10 500,128 471,521
HbgEWA Other operating income 11 155,249 160,312
EERA Operating income 5,923,191 5,925,504
RBRRE R 5 Net insurance claims and expenses 12 (351,882) (321,251)
R R REZEERA Total operating income net of insurance
claims 5,571,309 5,604,253
EIEX I Operating expenses 13 (3,019,884) (2,983,718)
MERIRUE 5 1R A 2 & B A Operating profit before impairment losses 2,551,425 2,620,535
EEREES Credit impairment losses 16 (647,668) (356,649)
HNRETREREEEEZ Operating profit before gains and losses on
Wi & BB Al 2 & E R T certain investments and fixed assets 1,903,757 2,263,886
HERMEREE 2 FEE Net loss on disposal of other fixed assets (3,027) (6,621)
REMENTERARE 2 FEE Net loss on fair value adjustment of
) investment properties (142,753) (75,717)
HENAFEFEBEZEHTA Net gain/(loss) on disposal of financial assets
Hith 2 EK =@/ EE 2 F at fair value through other comprehensive
Wz (&) income 13,448 (24)
R 2 R EEE Impairment loss on goodwill 29 (98,239) =
/N e Share of results of an associate 710,370 701,857
B N AR E RIEEE Impairment loss on the investment in an
associate 26 (531,000) (287,000)
FEIE R REH B 2 5 Share of results of jointly controlled entities 33,190 32,072
BREL AR R Profit before taxation 1,885,746 2,628,453
A Taxation 17 (342,714) (344,962)
FERF Profit for the year 1,543,032 2,283,491
DB : Attributable to:
NN & Shareholders of the Company 1,158,152 1,707,809
VR HIRERR R Non-controlling interests 384,880 575,682
FERR Profit for the year 1,543,032 2,283,491
SREF Earnings per share
EARR S Basic and diluted 19 HK$3.62 HK$5.28
F143B £ F 3548 2 Wi I ARG BTk R 2 — The notes on pages 143 to 354 are an integral part of these
& o consolidated financial statements.
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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® aD a a® a® a® [ ) [
@ B ¢ W ID o5 @D ED ¢ TP gp T w TS ¢> e D w TP ¢ @B ¢ (AL
- [ /N ) [ /N [ /N [ /N ) [ /N ) [ /N ) - [ /N )
2020 2019
FERA Profit for the year 1,543,032 2,283,491
FEHMEEKES Other comprehensive income for the year
AREEEF D LA WERRIEE ©  Items that may be reclassified to the consolidated
income statement:
BHRE Investments in securities
NAFEFEBREZS T AEMEE  Net change in fair value of debt instruments at fair
WEHEER T AZ AT ELSE)FHE value through other comprehensive income (78,004) 397,848
UAFEFEBEZS T AEMEME  Net change in allowance for expected credit losses
Wi EH LA EREEEER of debt instruments at fair value through other
L) F5E comprehensive income 6,438 4,435
F(ezR) TR IE R EEEUZEER ¢ Net (gain)/loss realised and transferred to income
statement upon:
—HENAFEFEAHE - Disposal of debt instruments at fair value
ATARMEEREZEF TR through other comprehensive income (13,448) 24
B bt 2 RAERR IR Deferred income tax related to the above 18,852 (52,213)
(66,162) 350,094
REFIMEE S IRRAIER =2 Exchange differences arising on translation of the
financial statements of foreign entities 387,964 (159,945)
TEEMHRRGFERERNIER ¢ ltems that will not be reclassified to the consolidated
income statement:
AAFEFEBHEZBFAEMEE  Net change in fair value of equity instruments at fair
WESHERE TAZ A FEZS)F5  value through other comprehensive income 646,691 619,082
B bt 2 IRIER I Deferred income tax related to the above (39,213) (35,405)
607,478 583,677
HRBIER 2 FREH M2 ERE Other comprehensive income for the year, net of tax 929,280 773,826
NBRBRIEAZFEEHINEEEE Total comprehensive income for the year, net of tax 2,472,312 3,057,317
ST Attributable to:
SRR IR R Non-controlling interests 470,970 626,977
RATIRR Shareholders of the Company 2,001,342 2,430,340
HNRBMIBERA2EEZMRRAEE Total comprehensive income for the year, net of tax 2,472,312 3,057,317
F143B R FEI54 B 2 [T ARG ST 2 — The notes on pages 143 to 354 are an integral part of these
& 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)

a® a a® b a® a® a® a® a® a» b
(1 X AL X X1/ a® ¢y D gp @D @ TP ¢ @ TP ¢ HED @D ¢ >H T g @D
[ /N ) € [ /N ) [ /N ) [ /N ) [ /N [ /N ) - [ /N ] [ /N [ /N ) [ /N )

B e
Note 2020 2019
BE ASSETS
& RILRITH A Cash and balances with banks 20 16,119,500 18,445,267
ERIT1 21218 B AEI BRI 175K Placements with banks maturing between one and
twelve months 5,742,740 6,332,707
RHIEEBERENER Trading securities 21 5,080,047 8,387,953
UAFEF2AEEH ABRNEMEE Financial assets at fair value through profit or loss 21 557,353 680,731
TEEMT A Derivative financial instruments 22 1,147,201 577,930
BEHEEFREMEEE Advances and other accounts 23 147,904,807 145,822,950
AR TER2 B H S8 A Financial assets at fair value through other
FHNENEREE comprehensive income 24 46,395,704 45,511,057
VAR ARTIBR S R B Financial assets at amortised cost 25 22,902,983 15,742,992
NI B Investment in an associate 26 4,277,927 3,888,775
HREEFIEEIRE Investments in jointly controlled entities 27 105,553 96,363
5k Goodwill 29 776,364 874,603
B EE Intangible assets 29 80,927 80,927
TEREMETEEE Premises and other fixed assets 30 3,128,922 2,586,252
REME Investment properties 31 671,150 1,166,842
BNHAR IR A B Current income tax assets - 1,033
ERETIREE Deferred income tax assets 38 69,923 115,597
BESH Total assets 254,961,101 250,311,979
=l LIABILITIES
RITHER Deposits from banks 3,500,442 2,465,069
PTAESRIA Derivative financial instruments 22 3,196,667 1,093,028
HEEBERENERE Trading liabilities 33 1,570,675 5,516,558
BPER Deposits from customers 34 189,901,345 182,115,297
BB T T E Certificates of deposit issued 35 8,125,802 6,750,825
RIBER Subordinated notes 36 3,828,458 5,510,181
HAibiR B RIER Other accounts and accruals 37 8,710,618 12,516,794
BIEATRIR A E Current income tax liabilities 389,147 483,388
EETIRAE Deferred income tax liabilities 38 46,978 56,298
E@ES55 Total liabilities 219,270,132 216,507,438
Rz EQUITY
SRR R Non-controlling interests 7,304,899 6,999,311
RATRRREMGER Equity attributable to the Company’s shareholders
BRAR Share capital 40 4,248,559 4,248,559
Hitn &t (RIERE2F) Other reserves (including retained earnings) 41 24,137,511 22,556,671
RRES Shareholders’ funds 28,386,070 26,805,230
At Total equity 35,690,969 33,804,541
ERxkBEes Total equity and liabilities 254,961,101 250,311,979

BEETN2021F3 H24 B/ R IRFERA o

EHEE =EHE

= s
F143B £ F 3548 2 ARG E
o e

TRz —

March 2021.

Gary Pak-Ling Wang
Director

Hon-Hing Wong
Managing Director

consolidated financial statements.

Approved and authorised for issue by the Board of Directors on 24

The notes on pages 143 to 354 are an integral part of these
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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» [ a® aD éb a® a® [ J
WIS ED ¢ ED  EDED ¢ ED gp & G5 ¢ €D o> g T @5 ¢ €D ¢ @ ¢
- w > @ T @ P -
ANTRREGES
Attributable to the shareholders
of the Company
R
R
BA  HitikE  REEF Non-  E#@&st
Share Other Retained  controlling Total
capital reserves earnings interests equity
20201 A1 B &8 Balance at 1 January 2020 4,248,559 1,436,507 21,120,164 6,999,311 33,804,541
FROEH Profit for the year - - 1,158,152 384,880 1,543,032
FEAMEEKE Other comprehensive income for the year - 843,190 - 86,090 929,280
PARRHE S A AR I PE A R A Provision for equity-settled share-based
BB REMAE compensation and other adjustments - 610 (262) 119 467
R IHERE - EFTHSMATE  Reclassification of net change in fair
FTERESE AL EE G value of equity instruments at fair value
Ml TEZ N EEFH through other comprehensive income
upon derecognition - (189,246) 189,246 - -
REREEIMERIE T AR Reserves arising from distribution payment
il of additional equity instruments - - 10,575 (10,575) -
—HB A AR E R R Dividends paid to non-controlling interests
KERE of a subsidiary - - - (154,926)  (154,926)
2019 KA 8 2019 final dividend - - (345,140) - (345,140)
2020 R 8 2020 interim dividend - - (86,285) - (86,285)
202012831 A&t Balance at 31 December 2020 4,248,559 2,091,061 22,046,450 7,304,899 35,690,969
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

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

a» b a» a® a® a® a® a» ab
a» ¢> TP gp @ w TP ¢ @ ¢ W ID ¢ HED EB ¢ >H TP g T
[ /N [ /N ] [ /N ) [ /N [ ) [ /N [ /N [ /N
ARARRE R
Attributable to the shareholders
of the Company
RIEHIRE
e
BA  HfiE  REEM Non-  E&RAs
Share Other Retained  controlling Total
capital reserves earnings interests equity
2019F1 H1B &% Balance at 1 January 2019 4,248,559 773,179 20,413,669 6,557,041 31,992,448
MR AR HRELRSE16%  Changes on initial application of
ba &) HKFRS 16 - - (7,305) (2,508) 9,813)
ZEF| 220191 A1 £ Restated balance at 1 January 2019 4,248,559 773,179 20,406,364 6,554,533 31,982,635
FE R Profit for the year - - 1,707,809 575,682 2,283,491
FEEMEEKE Other comprehensive income for the year - 722,531 - 51,295 773,826
EIfEEEmAR D Repurchase of ordinary shares - - (591,635) - (591,635)
—EME R A R EHIERE Capital contribution by non-controlling
BN T interests of a subsidiary = = = 187 187
BRRERH TR —HRB AR Additional net assets in a subsidiary
BABINFEE acquired via share option arrangement = (391) = 933 542
PARRAE 2 5 AR (R 1 BT S B Provision for equity-settled share-based
BB compensation = 1,101 = 304 1,405
R IEERE - EFAMMATE  Reclassification of net change in fair
FTEREEHE AL M2 ARG value of equity instruments at fair value
MEEl TR A TEEETH through other comprehensive income
upon derecognition - (59,913) 59,913 - -
RBIREEIMERIE T AR Reserves arising from distribution payment
I of additional equity instruments - - 10,683 (10,683) -
—HEB A ARE R Dividends paid to non-controlling interests
RERE of a subsidiary = = - (172,940) (172,940)
20184 KERE 2018 final dividend - - (348,336) - (348,336)
2019F R HARR S 2019 interim dividend = - (124,634) - (124,634)
2019F12 A31 B8 Balance at 31 December 2019 4,248,559 1,436,507 21,120,164 6,999,311 33,804,541
F143 B EFEI54B 2 Wi AR A ISRz 2 — The notes on pages 143 to 354 are an integral part of these
o o consolidated financial statements.
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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)

[ J a® a® a® a» - a® aD a a® a® [ J
@ B ¢ W ID o5 @D ED ¢ TP gp T @ TD ¢ @ D @B ¢ T ¢»H WS ¢
- [ /N ) [ /N [ /N [ /N ) [ /N ) [ /N ) -
FfaE
Note 2020 2019
RETEZRERE Cash flows from operating activities
KEEB(FA),MAREFE Net cash (used in)/from operating activities 42(a) (3,428,820) 11,442,086
RETEZEHERE Cash flows from investing activities
BEBETEREMETEEE Purchase of premises and other fixed assets (139,873) (105,651)
S H Bl B E PTS 50E Proceeds from disposal of other fixed assets 136 947
RERETARG S Net cash used in investing activities (189,737) (104,704)
METHZRERE Cash flows from financing activities
BERERERR Repayment of subordinated notes 42(c) (1,746,731)  (1,765,339)
BITIRERS Issue of subordinated notes 42(c) - 1,753,426
[0 5 E @ A AR (D Repurchase of ordinary shares - (591,635)
HEBEZIRK Payment of lease liabilities (181,819) (178,005)
—MEME A B 2 2 iR Capital contribution by non-controlling
BRER & ARRAR interests of a subsidiary - 187
S B EITREER Interest paid on subordinated notes and
MEBEEZFIE debt securities issued 42(c) (229,021) (291,958)
— M A BRI E S fE AR R Dividends paid to non-controlling interests
IR of a subsidiary (154,926) (172,940)
K EEERARAR S Dividends paid on ordinary shares (431,425) (472,970)
BEEBMAR ST Net cash used in financing activities (2,743,922)  (1,719,234)
HERERRELERE OBY), Net (decrease)/increase in cash and
HINEEE cash equivalents (6,312,479) 9,618,148
FORERERRLIEE Cash and cash equivalents at beginning
of the year 26,064,665 16,479,375
FESREAT 7 s 2 Effect of foreign exchange rate changes 181,479 (32,858)
FERAEERERRELER Cash and cash equivalents at end
of the year 42(b) 19,933,665 26,064,665
F143 B EFEI54B 2 [T AR A ISRk 2 — The notes on pages 143 to 354 are an integral part of these
5 o consolidated financial statements.
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B H5 sk M et

NOTES TO THE FINANCIAL STATEMENTS

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

1. GENERAL INFORMATION

Dah Sing Financial Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) provide banking, insurance,
financial and other related services in Hong Kong, Macau, and the
People’s Republic of China.

The Company is an investment holding company incorporated in Hong
Kong. The address of its registered office is 36th Floor, Everbright
Centre, 108 Gloucester Road, Wanchai, Hong Kong.

These consolidated financial statements are presented in thousands
of Hong Kong dollars (HK$’000), unless otherwise stated. These
consolidated financial statements have been approved for issue by the
Board of Directors on 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.
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NOTES TO THE FINANCIAL STATEMENTS

(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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BANEBBYBRELEN 2MBHRACERE
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1 Basis of preparation (Continued)

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
o Revised Conceptual Framework for Financial Reporting
o 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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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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of preparation (Continued)

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

Interest Rate Benchmark Reform - Phase 2, amendments to
HKAS 39, HKFRS 4 “Insurance Contracts”, HKFRS 7, HKFRS 9
and HKFRS 16 “Leases”

The amendments address issues that might affect financial
reporting as a result of the interest rate benchmark reform and
relate to:

(i) changes to contractual cash flows — financial instruments
will not be derecognised, but the effective interest rate
will be updated to reflect the change to the alternative
benchmark rate;

(i) hedge accounting — hedge accounting will not be
discontinued solely because changes are required to
be made by the reform, if the hedge meets other hedge
accounting criteria; and

(i)  disclosures — information relating to new risks arising from
the reform and how the transition to alternative benchmark
rates is managed is to be disclosed.

HKFRS 17 “Insurance contracts”

Insurance contracts are defined as contracts “under which
one party (the issuer) accepts significant insurance risk from
another party (the policyholder) by agreeing to compensate the
policyholder if a specified uncertain future event (the insured
event) adversely affects the policyholder”.

HKFRS 17 is effective for annual reporting periods beginning on
or after 1 January 2023. The Group is yet to assess the impact of
the standard on the Group’s consolidated financial statements.

There are no other HKFRSs or interpretations that are effective from

1 January 2020 or not yet effective that would be expected to have a

material impact on the Group.
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2. FESHEEBZE@® 2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
2.2 Consolidation

2.2 HEFBHE

GAMBRRBEARARREMENBEAREE
128318 1E 2 BAFEHRE -

The consolidated financial statements include the financial statements
of the Company and all its subsidiaries made up to 31 December.
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(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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Consolidation (Continued)
(a) Subsidiaries (Continued)

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

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

(b) Transactions with non-controlling interests

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

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

reclassified to profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS

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

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. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

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

When the Group revises the estimates of future cash flows, the
carrying amount of the respective financial assets or financial liability
is adjusted to reflect the new estimate discounted using the original
effective interest rate. Any changes are recognised in profit or loss.
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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)
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

. 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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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)

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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(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 OCI and are not subsequently
reclassified to profit or loss, including on disposal. Dividends,
when representing a return on such investments, continue to be
recognised in profit or loss as other income when the Group’s
right to receive 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:

° 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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(iii)  Modification of loans (Continued)

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

(iv) Derecognition other than on a modification

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

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

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

° Is prohibited from selling or pledging the assets; and

° Has an obligation to remit any cash it collects from the
assets without material delay.
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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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2. FEEHBERHSEw 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
26 EREEREE@ 2.6 Financial assets and liabilities (Continued)
Z2HEE Financial liabilities
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(i) Classification and subsequent measurement

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

Financial guarantee contracts and loan commitments.
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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)

2.6 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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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.7 Financial guarantee contracts and loan commitments

Financial guarantee contracts are contracts that require the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payments when due,
in accordance with the terms of a debt instrument. Such financial
guarantees are given to banks, financial institutions and others on
behalf of customers to secure loans, overdrafts and other banking
facilities.

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

o The amount of the loss allowance; and

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

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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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:

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

° 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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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.8 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”.

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.
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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)

2.10 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.

2.11 Repossessed assets

Loans on which collateral assets have been repossessed are not
derecognised and are carried in the statement of financial position with
appropriate amounts of impairment allowances made. In the case of
delinquent loans on which collateral assets have been foreclosed and
repossessed by the Group pursuant to legal arrangements or court
orders, and with the legal title of the assets having been passed to the
Group, such loans are derecognised. The foreclosed assets held for
resale are included in “Advances and other accounts — Other assets”.

2.12 Segment reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision maker. The
chief operating decision maker is the person or group of persons that
allocates resources to and assesses the performance of the operating
segments of an entity. The Group has determined the Chief Executive
and members of the Executive Committee (“EC”) as its chief operating
decision maker.

All transactions between operating segments are conducted on an
arm’s length basis, with inter-segment revenues and costs being
eliminated on consolidation. Income and expenses directly associated
with each segment are included in determining operating segment
performance.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.12 Segment reporting (Continued)

Based on the requirements of HKFRS 8, the Group has the following
segments: Personal Banking, Commercial Banking, Treasury, Overseas
Banking, Insurance Business, and Others.

2.13 Foreign currency translation

(@) 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.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



a® [ 4
(1 X AL X X1/
"m € (/N

2.

FTESHBERBE @)

2.13 HNEERE (m)

(Z) XBRAEE &)

FEHMIRR - B AR TFEAEARE
B ABRNRATAERSE BB ZH)
ERAHERSEHER L — 2% - %
FEHMIRR - WBRRAUAFEFERR
BEEt AR EANENEREE  EEE
7 HEZRAAREANKRESHE
o

_M Rk

() EBET A4

FrEREEREESEBTRNEE TS
(B IEBBIREE 2 B ) 2 3 E Rk
MIRA T HRARE BE5E

) BUBRAKRMEINZEERBER
BRSO R 2 E B A W I K i
g

(i)  BUER AR I 19 5E F i
H (Wt FEELIFZER S A A
TEXNRERRZEEOH - A
N HARR 5 AERBRE) K

@iy FTERBERBERAESZEAN—E
BIEE o

FitiEiRE A 2 M R = RN AR s R
HiFEwIAT2%H -

RiFARER  RERIIMBFREMES
ZAMERE - HIABRREIRRA o HEINE
BRHLE - ZFABRERRIELERSZ
EBin e Sk B IR e AR A HERR o

RRBENEREL Y HERATERE
WE BN E R AER A BRE - B
HEEE A2 R -

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)

2.13 Foreign currency translation (Continued)

(b) Transactions and balances (Continued)

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.

(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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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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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

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.17 Impairment of goodwill, intangible assets and non-
financial assets

Assets that have an indefinite useful life or are not yet available for use
are not subject to amortisation, but are tested annually for impairment.
Assets are reviewed for impairment whenever events or changes
in circumstances 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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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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NOTES TO THE FINANCIAL STATEMENTS

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

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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

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

(d) Bonus plans

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

2.20 Provisions

Provisions 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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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

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:

o 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

o 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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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,

° 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,

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

o any initial direct costs, and

° restoration costs.

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

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

2.22 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.

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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.25 Contingent liabilities and contingent assets (Continued)

A contingent asset is a possible asset that arises from past events
and whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain events not wholly within the

control of the Group.

A contingent asset is not recognised but is disclosed in the notes
to the financial statements when an inflow of economic benefits is
probable. When such inflow is virtually certain, an asset is recognised.

2.26 Insurance contracts

The Group issues contracts that contain insurance risk.
Insurance contracts are accounted for as follows:

(a) Premiums

Premiums for general insurance business are accounted for in
the period in which the risk commences. Unearned premium is
provided and is calculated on a time-apportioned basis as the
proportion of the business underwritten in the accounting year
relating to the period of risk after the end of the reporting period.
Reinsurance premiums are accounted for on the same basis as

gross premiums.

(b) Commission expenses

Commission expenses for securing insurance contracts are
charged to the income statement on a basis consistent with
premium revenue recognition and are presented in the income
statement under “Net insurance claims and expenses”.

(c) Claims and benefits

Claims for general insurance business consist of paid claims
and movement in provisions for outstanding claims with related
claims handling expenses. Reinsurance recoveries are accounted
for on the same basis as the related claims or benefits.
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NOTES TO THE FINANCIAL STATEMENTS

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.26 Insurance contracts (Continued)

(d) Liability adequacy test

At each end of the reporting period, liability adequacy tests are
performed to ensure the adequacy of the contract liabilities. In
performing these tests, current best estimates of future cash
flows relating to insurance contracts, claims handling and
administration expenses are used.

(e) Reinsurance contracts held

Contracts entered into by the Group with reinsurers under which
the Group is compensated for losses on one or more contracts
issued by the Group and that meet the classification requirement
for insurance contracts are classified as reinsurance contracts
held.

The benefits to which the Group is entitled under its reinsurance
contracts held are recognised as reinsurance assets. These
assets consist of short-term balances due from reinsurers,
as well as longer term receivables that are dependent on the
expected claims arising under the related reinsured insurance
contracts. Amounts recoverable from or due to reinsurers are
measured consistently with the amounts associated with the
reinsured insurance contracts and in accordance with the terms
of each reinsurance contract. Reinsurance liabilities are primarily
premiums payable for reinsurance contracts and are recognised
as an expense when due.
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3. HKEKRER 3. FINANCIAL RISK MANAGEMENT

REE EEEBRIEIR 2V BRAR - 25 The Group’s activities expose it to a variety of financial risks and those

EBEBS RSN - A BEXRERETE activities involve the analysis, evaluation, acceptance and management

EzRBkABERE - ARERRTEMERZ of some degree of risk or combination of risks. Taking risk is core

20BN - MIRTERBR IR E AR E % 218 to the financial business, and operational risks are an inevitable

R Bt AEE 2 BEREE M T ERERERD consequence of being in business. The Group’s aim is therefore to

W WHREHASETBERIRMBENTRFZER achieve an appropriate balance between risk and return and minimise

EHIK - potential adverse effects on the Group’s financial performance.

AEBZRRERBES ERA RIS E The Group’s risk management policies are designed to identify and

% BTG BREENES - R RE analyse these risks, to set appropriate risk limits and controls, and

FARISERNSEE 2 B R RNRFHEE - AEEE to monitor the risks and adherence to limits by means of reliable and

HE R ERREEREREZFRARRTS - Em up-to-date information systems. The Group regularly reviews its risk

REEER 2 B - management policies and systems to reflect changes in markets,
products and emerging best practice.

R EIR B EEE S if 2 BERIEMECEM Risk management is carried out pursuant to the overall strategy and

HIT - EFSRERREERGHZES (R policies approved by the Board of Directors. The Risk Management

MEBIKARZES NEEREETRRRZE and Compliance Committee (“‘RMCC”) under the authority delegated

B WhHEBERBRI([EBRRE]) RTRZI by the Board oversees and guides the management of different risks

HLEESEEEEMNEE - N RBEZEE which are more particularly managed and dealt with by the Group

BRIV EERRE R RIS o 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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PR R M T
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, operational risk and insurance risk. Market risk includes currency
risk, interest rate risk and other price risks.
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.1 Strategy in using financial instruments

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

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

The Group also trades in financial instruments where it takes positions
in exchange-traded and over-the-counter (“OTC”) instruments,
including derivatives, to take advantage of short-term market
movements in equities and bonds and in currencies and interest rates.
The Board places trading limits on the level of exposures that can
be taken in relation to market positions. Apart from specific hedging
arrangements, foreign exchange and interest rate exposures are
normally offset by entering into counterbalancing positions (including
transactions with customers or market counterparties), or by the use of
derivatives, thereby controlling the variability in the net cash amounts
required to liquidate market positions.

The Group also uses interest rate swap and other interest rate
derivatives to mitigate interest rate risk arising from changes in interest
rates that will result in decrease in the fair value of fixed rate assets or
increase in the fair value of fixed rate liabilities. Part of these financial
instruments are designated as fair value hedges, and the terms of
hedge including hedged item, amount, interest rates, hedge period
and purpose are determined and documented at the inception of each
fair value hedge. Hedge effectiveness is assessed at inception on a
prospective basis and is reassessed, on an ongoing basis, based on
actual experience and valuation. Fair value hedge relationships that
do not meet the effectiveness test requirement of hedge accounting
are discontinued with effect from the date of ineffectiveness of the fair
value hedge.
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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

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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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 EASRTARK@ 3.1 Strategy in using financial instruments (Continued)
3.1.1 BERBREEREHAETEEZITET 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)
B RRE T 5 R =i B ) 2 @ b A B 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
1FEHRA 150 E 5N E
Less than 55 More than
REER - RERE R Risk category - interest rate risk 1 year 1-5 years 5 years
HHEITZAE-TTRE Hedge of issued liabilities — certificates of
deposit
[ Nominal amount 1,456,811 100,000 -
19 ] E A 2 Average fixed interest rate 1.13% 2.55% -
HihEIT 2 BE—AEER 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% =
AT BE-EE Hedge of issued liabilities — borrowing
H{E Nominal amount 813,923 = =
19 ] E A 2 Average fixed interest rate 3.25% - -
A 2 AN EFEREEE) Hedge of debt securities held at fair value
FTAE A2 E W A E RS E through other comprehensive income
H{E Nominal amount 1,826,676 13,395,237 7,719,326
S5 ] E F = Average fixed interest rate 4.34% 3.84% 3.54%
HRIE R 2 A SRS BR A Hedge of debt securities held
B 5 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%
A RISEEARA R 2020F F 1,
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.1 Strategy in using financial instruments (Continued)

Fair value hedges of interest rate risk (Continued)

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

FH3E
2019512 H31H 31 December 2019 Maturity
1 AR 14 54

Less than £5%F More than
[ B K | — ) = [ B Risk category — interest rate risk 1 year 1-5 years 5 years
HHBEITZBE-FRE Hedge of issued liabilities - certificates of

deposit
HE Nominal amount 4,447,271 470,000 =
S [E R F = Average fixed interest rate 2.26% 2.20% -
BRI BE-REER Hedge of issued liabilities — subordinated
notes
HE Nominal amount 1,752,008 3,698,682 =
S ] E F = Average fixed interest rate 6.63% 4.61% —
HHBEITZABE-EE Hedge of issued liabilities — borrowing
[ Nominal amount - 817,604 -
S [E R F = Average fixed interest rate = 3.25% =
HhiEE 2 AAFEFEBHESE Hedge of debt securities held at fair value
FTAEMEE W EMNESES through other comprehensive income
HE Nominal amount 1,020,058 11,088,515 9,556,679
S ] E F = Average fixed interest rate 3.78% 4.06% 3.59%
PR 2 AR AN BR Y Hedge of debt securities held
BE%ES at amortised cost

HE Nominal amount - 1,405,242 4,029,446
19 ] E A = 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

The amounts relating to items designated as hedged items were as

follows:
2020
REEBHBRIRAE
FLARHRUERER
RN E20208 2 EMEER 2 AVE
BRENRARER WhER  HHREARLE
ZHWERZDVE mHEE  Accumulated amount
HHERAELE ZATERE of fair value hedge
Accumulated amount of Changein value adjustments remaining
fair value hedge adjustments  gygu35 2 a2 subject to hedge in the statement of
on the hedged item included {055 > 12 g used for calculating  financial position for
R inthe carrying amount | jne item in the hedge ineffectiveness  any hedged items that
Carrying amount of the hedged item statement of financial for 2020 have ceased to be
BE 8% BE &% position in which the #(8)  adjusted for hedging
Assets Liabilities Assets Liabilities  hedged item is included Note (a) gains and losses
B - 1,561,697 - 4886 BEANERE (10,964) -
Certificates of deposit Certificates of deposit
issued
{&I6EH - 3828458 - 146424 (xEfETS (87,559) -
Subordinated notes Subordinated notes
B8 - 818,715 - 4792  HiER 4,354 -
Borrowing Deposits from banks
BAJAATEHEEESTIA 24,497,271 - 1,442,337 - IAHE2EHEED 906,548 -
At 2 AR ERES AR 2 EYRH)
Debt securities held at fair value SHEE
through other comprehensive Financial assets at
income fair value through
other comprehensive
income
BRNESHATIRNERES 13812919 - 822,268 - ABESRATIERA 328,174 -
Debt securities held at amortised SREE

cost

Financial assets at
amortised cost
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.1

3.1.1. Derivatives held for risk management and hedge

accounting (Continued)

Fair value hedges (Continued)

The amounts relating to items designated as hedged items were as

follows: (Continued)

Strategy in using financial instruments (Continued)

2019
REEHBRAEAR
[FIEERH G RER
ZAEMHATEER 2 ATHE
PEEHRERREE i opEnseE
ZHWRAZATE ANETE2019F  Accumulated amount
HhARAE ST HHER of fair value hedge
Accumulated amount of mEEL  adjustments remaining
fair value hedge adjustments HBRAEADS 5 NTEEE) in the statement of
onthe hedged item included w475 528 Changeinvalue  financial position for
A in the carrying amount Line item in the subjecttohedge any hedged items that
Carrying amount of the hedged item statement of financial used for calculating have ceased to be
EE B BE &ff  posiioninwhichthe  hedge ineffectiveness adjusted for hedging
Assets Liabilities Assets Liabilities  hedged item is included for 2019 gains and losses
FE - 4911274 - (5,997) BEAMESE (10,562) -
Certificates of deposit Certificates of deposit
issued
{#EER - 5510,181 - 50491  AEEH (100,942) -
Subordinated notes Subordinated notes
fBE - 826,811 - 9207 TR (13,791) -
Borrowing Deposits from banks
REJALFEHEEARHHA 2417170 - 465,052 - ATEHEAEEY 756,797 -
AR ERES AR 2 ERH)
Debt securities held at fair value SRAE
through other comprehensive Financial assets at
income fair value through
other comprehensive
income
BA BT R BT 5 5,651,040 - 216,352 - EBRATIRA 105,546 -
Debt securities held at amortised SHEE

cost

190
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)

31 ERAEMIAR@m 3.1 Strategy in using financial instruments (Continued)

311 FERBREERE TETEEZITET 3.1.1. Derivatives held for risk management and hedge

A accounting (Continued)

DEEE (@) Fair value hedges (Continued)

BRAREREMIAZIER REMRM & The amounts relating to items designated as hedging instruments and

s 8 hedge ineffectiveness were as follows:

2020
RiitE
N0FHHEH
ZATERS
BERREREE Change in fair BaR
HHIR2ER valueusedfor  WEBEZHMAHN
Line item in the calculating hedge Ineffectiveness
EEEE statement of financial ineffectiveness recognised in - MEFATE
B Carmying amount position where the for 2020 profitfoss)  E¥xN2ER
Nominal £E & hedginginstrument s H(7) () Line item in profit or loss that
amount Assets Liabilities  included Note (a) Note (a) includes hedge ineffectiveness
kSl

Interest rate risk

FlRies - Hirze 1,656,811 4,689 - {iEEMIA 9,671 (1,209 BATERAMEBERTIA L FY

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

hedge

FlERE-Hink RS 3,682,034 146,314 - (AESRIA 88,423 870 BATENIABLHTIELRY

Interest rate swaps - Derivatives financial #/(E8)
hedge of subordinated instruments Net gain/(loss) arising from financial
notes instruments subject to fair value

hedge

TRies-HinEE 813,923 4720 - fESRIA (4,266) 8 RATEHMEECRIAZRL

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

instruments subject to fair value
hedge

Hie - Hirga 2 22,941,239 940 1436200 fTESRIA (904,718) 180 BATESMAESRIE LSRR
NTEHEAEZHHA Derivatives financial &/ (E8)

At ERENERES instruments Net gain/(loss) arising from financial

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

HlRRE - Ss 2l 12,990,631 33,168 855309 (EERIA (328,774) (600) RAFEHFHERERIAZIN
BRHASIRNERES Derivatives financal i/ (El)

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

[ Note:

(F) ERBRARRANSEAFELRRIBLE A (@  The amount of hedge ineffectiveness recognised in profit/(loss) for each

WEHRIEERNFANEBZS REA B HRT category of fair value hedges is the difference between the change in
AN FEEHMEREZR - 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. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
31 ERAEMIARE@m 3.1 Strategy in using financial instruments (Continued)
311 BHERBREEREHEEEZITET 3.1.1. Derivatives held for risk management and hedge
A accounting (Continued)
DEEE (@) Fair value hedges (Continued)
ERAEEREIF T A ZIEB RE R 2 & EELR The amounts relating to items designated as hedging instruments and
™| hedge ineffectiveness were as follows: (Continued)
2019
RNGTE
HBRAEAEE PAJRES RS
HAIE IR JATERY
Line item in the Change in fair TR
EE@E statement of financial valugusedfor W& ZHRRM
A Carrying amount posttion where the calculating hedge Ineffectiveness  WEERBELRENZEE
Nominal BE 8%  hedginginstrumentis ineffectiveness recognisedin  Line item in profit or loss that includes
amount Assets Liabilities  included for2019 profit/(loss) hedge ineffectiveness
=Rk
Interest rate risk
FIEES- AR 4917271 1,283 6247 fiESRIA 10,352 (210) RATEHHHABERIZZHY
Interest rate swaps - Derivatives financial #/(58)
hedge of certificates of instruments Net gain/(loss) arising from financial
deposit instruments subject to fair value
hedge
xRS - AL BRE 5,450,690 58,929 W94 fTESRIA 100923 (19) RATESAOEEERTE N
Interest rate swaps - Derivatives financial #/(58)
hedge of subordinated instruments Net gain/(loss) arising from financial
notes instruments subject to fair value
hedge
FIRi ) Hh(E E 817,604 9,048 - {iEEMIA 13,870 19 AATESANEESRTIAZRR
Interest rate swaps - Derivatives financial #/(58)
hedge of borrowing instruments Net gain/(loss) arising from financial
instruments subject to fair value
hedge
fRisE - Ska 21,665,252 36,903 496,334 fTESRIA (750,221) 6576 AATEIHABSRTIL TN
AFEF2EEEHHA Derivatives financial #/(58)
At 2ERENERES instruments Net gain/(loss) arising from financial
Interest rate swaps - instruments subject to fair value
hedge of debt securities hedge
held at fair value through
other comprehensive income
FlEEs - HasE 2 5,434,688 4,001 219507 fTESRIE (104,791) 755 BATESROEESHTIAZFN
BRRATIRNERES Derivatives financial &/ (E8)
Interest rate swaps - instruments Net gain/(loss) arising from financial
hedge of debt securities instruments subject to fair value
held at amortised cost hedge
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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

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.

KIeBmEBER AR 2020F F3)]

193



194

RIFEER R M ot

NOTES TO THE FINANCIAL STATEMENTS

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

3. MBEBREE®
3.2 FEAMG®
321 FEmEE
EE R

REBRANBEERRFFARBRERAZE
EER - ARERBUATRAXZEFERNZA
HIEERRFRTORSY - EERBRTRLCOHE
R N R A R R Z B RA R E B E R (Flgn
AXEWA  REERBRAZEZERRER M
ERERAEHHEFERELER) - RTER
BAMEM S - BEHABBEERNERAZNREE
(PlanE AIRR ) ROMRBUR (PIanE B B2 FFRE
£ o tboh - ORI REEERBABIARE
HEEE S ARBARE 2 REABEENR &
BEREM T AR RFIAESBZEE -

TMRBRAAKERSASMEERIZBINER

=&

IHERK  RTEEXBZEARKAEE
AR ORERELEERAEHAZE
#) o EET D BB R RAR KR (TEORAEK I -

7S

REXEBME  EEFRRERAEHEE -
EPKEeRFEEREMNERNEENAHE
B EEFETEEFRLOESA - Bt 7
FRETEBSFUESREDIMPBEEHRER)EHE
RAERAZEERER o Wl EIRTE KN AEL
EEFR -

RANBBRZROERHLIN DR OBIE - R
BEEDE  BOIRE T ESRAET 5
R ZROBAE o

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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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)

3.2.1 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.

° 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.

° 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. HKEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
322 FEHIEEEEE®) 3.2.2 Expected credit loss measurement (Continued)
TR IR B BB RS 2RI 9% 2 R E R The following diagram summarises the impairment requirements under
E(BATREZEERESREERIN) HKFRS 9 (other than purchased or originated credit-impaired financial
assets):
BYRRIEZEEEZEE
Change in credit quality since initial recognition
< >
PEER 1 BEER 2 BEER 3
Stage 1 Stage 2 Stage 3
(e TER) (EERR B VInTERE ARE ) (EEREEE)
(Initial recognition) (Significant increase in credit risk (Credit-impaired assets)
since initial recognition)
12 {8 A A TE BpE B A8 S HTEEEE &R 2 HITRHE B &S
12-month expected credit losses Lifetime expected credit losses Lifetime expected credit losses

7 5= Bt 22 B 3R TE R A 2 =5 22 B R0 B A% af L 4an The key judgements and assumptions adopted by the Group in
T addressing the requirements of the standard are discussed below:
3.2.2.1 S & Rk K bE £ o0 3.2.2.1 Significant increase in credit risk
EFAUNT—HKZHEENRAEER AR T The Group considers a financial instrument to have experienced a
BEBEAMEERBRAEISAN - SICR when one or more of the following criteria have been met:
° MEFEEMS @ SIMBPEETREREKX e when there is significant adverse external credit rating transition

T - pRERANEBREIFRERR - for the bond portfolio, migrating from investment grade to non-

FIBBER RN RIFRERF 2 EF N E—R investment grade, or one notch downgrade for bond with original

non-investment grade at purchase

o MOEEAEMS ERNSEETREIRE o when there is internal credit rating transition, ranging from one

¥ E—HREARCHE notch to five notches, for corporate portfolio
. EE S ([ A 2) B30k e when the day past due (“DPD”) exceeds 30 days
. REFEHAEMS  EBRAEEZRAIER e when the borrower is reported as “Early Warning” for corporate

ZR ] portfolio
. BEERACHRESEREER([B5LE . when the borrower is reported as Special Mention according

BZEZRDBERAERIEE - DEZE to the loan classification of the Hong Kong Monetary Authority

RORTETIRIEF A ZEER N RERRZ S (“HKMA?”). The decision to classify the loans is based on

HFZEHIATRENE o 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;

° 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

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

3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

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

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

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

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

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

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

° 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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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)

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

The ECL is determined by projecting the PD, LGD and EAD for
each future month and for each individual exposure. These three
components are multiplied together and adjusted for the likelihood
of survival (i.e. the exposure has not prepaid or defaulted in an earlier
month). This effectively calculates an ECL for each future month,
which is then discounted back to the reporting date and summed.
The discount rate used in the ECL calculation is the original effective
interest rate or an approximation thereof.

The Lifetime PD is developed by applying a maturity profile to the
current 12M PD. The maturity profile looks at how defaults develop on
a portfolio from the point of initial recognition throughout the lifetime
of the loans. The maturity profile is based on historical observed data
and is assumed to be the same across all assets within a portfolio and
credit grade band. This is supported by historical analysis.

The 12-month and lifetime EADs are determined based on the
expected payment profile, which varies by product type.

o For amortising products and bullet repayment loans, this is
based on the contractual repayments owed by the borrower over
a 12-month or lifetime basis. This will also be adjusted for any
expected overpayments made by a borrower. Early repayment/
refinance assumptions are also incorporated into the calculation.

o For non-revolving products, the exposure at default is predicted
by taking current drawn balance and adding a “credit conversion
factor” which allows for the expected drawdown of the remaining
limit by the time of default.

. For revolving products, the EAD is estimated by taking the

maximum between the on-balance sheet exposure and the
estimated utilized amount at default based on utilisation rate.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

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

The 12-month and lifetime LGDs are determined based on the
factors which impact the recoveries made post default. These include
collateral type and projected collateral values, historical discounts to
market/book values due to forced sales, time to repossession and
recovery costs observed.

Forward-looking economic information is also included in determining
the 12-month and lifetime PD, EAD and LGD. Refer to note 3.2.2.4 for
an explanation of forward-looking information and its inclusion in ECL
calculations.

The assumptions underlying the ECL calculation, such as how the
maturity profile of the PDs and how collateral values change etc., are
regularly monitored and reviewed.

3.2.2.4 Forward-looking information incorporated in the ECL models

The assessment of SICR and the calculation of ECL both incorporate
forward-looking information. The Group has performed historical
analysis and identified the key economic variables impacting credit risk
and expected credit losses for each portfolio.

These economic variables and their associated impact on the PD, EAD
and LGD vary by financial instrument. Expert judgement has also been
applied in this process. Forecasts of these economic variables (the
“base economic scenario”) are provided by some economic research
institutions and the in-house economic research team on a regular
basis and provide the best estimate view of the economy over the next
five years. For the economic variables out of the forecasting periods
(i.e. after the next five years), the point-in-time default risk level at the
last forecasting period is referenced to estimate the lifetime default risk
level of each instrument. The impact of these economic variables on
the PD, EAD and LGD has been determined by performing statistical
regression analysis to understand the impact changes in these
variables have had historically on default rates and loss rates.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



L a® -
HETD @ ¢ > ED gp T
‘,Q € (/N

nones
3. MBEBREE®

3.2 FEAMG®

322 FRHIEEERE®

3224 MATRHMEEFBEER Z AT ER (1)

20204 2201912 A31H « ANEE R AL N
2{EREIME IR AMETS BB B LA SN 2 Al e
R AAEMETFIEER - BFETAIERTIZZE
BEAR 2 ABEERRRAEERBE205HE
MEFIBRLEMRTE - BREZINEBEESL
oMk BEEEEHEMETE @ WEBRSkE
B3R 2 IR s R & E -

EERRABBEMZFENEREEERZE
B BEEEHE N TIHESEMET - HEE
BRCHTARE AR - BRI ER
B R12EA MR R BREEEE - B
ZaHh - AREGFFERBEEBERIANEN12
& A BREEPEEER(FEERT) - REHAMEDN
2 HEHEEEE (R REER3) « ZELAM
BNBEHREEBREEERAREEBHRIRE
EBERBRERNGEZIFRENMEEMNEE -

NEHME A ETRR] - A Et RBEZ AR
XRRBIEEZRETEE N - MERBRATEE
B EEARER - ARERR/ZEZEAR
HERBR(SEERRAEEREE) 2 &EMFT
FIREAER o

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)

3.2.2.4 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)

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

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

Management 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.

EEHERE
IEREELERR
WEDL
Management
Adjustment as
a percentage
of outstanding

72020F12H31H As at 31 December 2020 balance
BBEERITAS HK Commercial Banking Portfolio 0.16%
BERATERITAS HK Retail Banking Portfolio 0.06%
BB 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)

3.2.2.4 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 FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



L a® -
HETD @ ¢ > ED gp T
‘,Q € (/N

nones
3. MBEBREE®

3.2 FEAMG®

322 FRHIEEERE®

3224 MATRHMEEBEER Z AT ER (1)

AEEY T (#)

[E#@E] [RFIRITRIBEDRTREM 2
MREMERE - LEE @ [ERBFR2BTRL
BT R N BB B 2 — RO REE
BRI R REFIFI TR IBRZERAEESRRZ
BEREZHEREREERSR - RIEEHRE
HEEBERNBRERBAEE - MExsREEY
FEEERUBERTHMIER - Lt BT HER
EREBHRE REA 216 TE HR O E £ BRI
ERIEIS R ERIR -

Rz EEERE

AT M RBE ER R AR ER
B —EEZEHD o ERIERTK
B— Ry REsER(ERES
B B R R A AL AR R TT A2
[ EREER [EE) -

RiT ZIERERAEEERBE 2 OES
H(E1995F 1) R EEBHESMETE
AEEEREEEBZFH

ZIEREREEERBEZEEE
H(B1995F i) T HEEBHEAAME
E A= BEEEEBZFD - A
i iR R AT R BN
FyZR A+ K12019% 7 i A & 15 A
R T AESR B E RN &S
MEFT S| B A 7= B4 B TE R Eh 19 34
EEBERANRIVERTREE
B E - Bk - EAR2020F T
RIBEMENIAEZREZZE
HETRRBE L = B/ ELEHRME
E - ABREEAEHAZHE -

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)

3.2.2.4 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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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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3. HX¥RREEm) 3.

3.2 Credit risk (Continued)

(Continued)

Economic variable assumptions (Continued)

out as below.

As at 31 December 2020

5EHATIE P19 ¥
Average of
5-Year
Forward-Looking

FINANCIAL RISK MANAGEMENT (Continued)

3.2.2 Expected credit loss measurement (Continued)

3.2.2.4 Forward-looking information incorporated in the ECL models

Significant period-end assumptions used for the ECL estimate are set

1 HATIE
One-Year
Forward-Looking

BB AMAEREERR
(BAL)

BREEYE
EREZEH(AOL)

Hong Kong GDP Growth Rate (%)

Hong Kong Residential Property
Price Index Change (%)

Hong Kong Unemployment
Rate (%)

Eif Base 2.8% 4.8%
Rif Good 2.9% 4.8%
TR Bad 1.3% -5.9%
Eif Base 5.8% 5.6%
Rt Good 12.1% 11.1%
R Bad -15.5% -32.5%
Ei Base 4.0% 5.2%*
Rif Good 3.1% 3.1%*
TR Bad 6.0% 5.9%*
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
322 FEHIEEEEE®) 3.2.2 Expected credit loss measurement (Continued)
3224 MATEHIE BB BER 2 ATl E R @) 3.2.2.4 Forward-looking information incorporated in the ECL models
(Continued)
AR EEE 2 RE (E) Economic variable assumptions (Continued)
SEHARIIE T
Average of 1 HARTHE
5-Year One-Year
2019512 H31H As at 31 December 2019 Forward-Looking ~ Forward-Looking
AR AERERREK Hong Kong GDP Growth Rate (%) it Base 1.6% -1.3%
(BAL) Rif Good 2.9% 4.8%
TR Bad 1.3% -5.9%
BBEEDE Hong Kong Residential Property Hi Base 4.3% 1.2%
EffEg2s(5ot) Price Index Change (%) RAf Good 12.1% 11.1%
TR Bad -15.5% -32.5%
BAREXR(AAL) Hong Kong Unemployment A Base 3.5% 3.6%*
Rate (%) BT Good 3.1% 3.1%"
R Bad 6.0% 5.9%*
* ZE1FHRIE R R R FH 28R F5 F * These one-year forward-looking rates represent forecast average rates
o for one year.
REBRIBR KA NER  AEEETRE To derive the probability weightings for the selected scenarios, an
B A A B B A T A RSB 2 2 SN R & [E economic state analysis that covers a full economic cycle to estimate
ZEEREDH » WHZ D ITIRAE RS LE the range of probabilities in different economic states is performed.
REEE REA 2 E LB ARG E 2 AE The use of historical data that covers peaks and troughs of economic
EIRAE o 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)

3.2.2.4 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. HMEBEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
322 FEHIEEEEE®) 3.2.2 Expected credit loss measurement (Continued)
3224 MATEHIE BB BEER 2 ATl E R @) 3.2.2.4 Forward-looking information incorporated in the ECL models
(Continued)
R T () Sensitivity analysis (Continued)
AN ARAERERERSENLEZHRERNER Set out below are the changes to the ECL that would result from
BREMEEE LD HMNESEA &L BT reasonably possible changes in these parameters from the actual
EEBRERBIZE assumptions used in the Group’s economic variable assumptions:
=5 Retail
BHEEBFENTE
ECL Impact
2020 2019
REE Unemployment rates +1% 20,294 12,580
-1% -5,569 -1,106
EEREERE GDP growth rates +0.5% -2,408 -2,209
-0.5% 2,453 2,244
IE Property price indices +5% -624 -284
-5% 4,571 450
E 3 Corporate
EHREERENY
ECL Impact
2020 2019
REE Unemployment rates +1% 17,187 128,952
-1% -9,890 -65,802
HAEREERR GDP growth rates +0.5% -11,753 -15,239
-0.5% 12,804 16,559
IE SEUEEET Property price indices +5% -15,880 -22,035
-5% 22,255 23,089
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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3. HMEBEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
3.2.3 RERE R RIEHIFEE 2 R 3.2.3 Risk limit control and mitigation policies
AEEDHERERAXZZEHFEE - 7550 The Group has an established framework to manage and control

concentrations risk with respect to individual borrower or counterparty
group, industry or country. Exposure limits by borrower or counterparty
group, industry or country are in place and their exposures are
monitored and reported to credit committees regularly.

The large exposure limits to borrower or counterparty groups are
capital based while the limits for industry are relative to the size of the
overall credit portfolio. 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. FINANCIAL RISK MANA

3.2 Credit risk (Continued)

323

(@) Loans and advances

The Group has guidelines on

GEMENT (continued)

Risk limit control and mitigation policies (Continued)

the acceptability of specific classes

of collateral for securing loans and advances. The principal

collateral types are:

° Mortgages over properties;

° Charges over busine

accounts receivable;

° Charges over financial
and equities;

° Charges over deposits;

° Charges over shares.

In addition, in order to minimise credit loss, the Group will, where

ss assets such as premises and

instruments such as debt securities

and

possible, seek additional collateral from the borrower as soon

as impairment indicators are
and advances.
(b) Debt securities

Debt securities and treasury
the exception of asset-backe

which are secured by portfolios of financial instruments or

underlying assets.

noticed on relevant individual loans

bills are generally unsecured, with
d securities and similar instruments,
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
3.2.3 JBUESE i R FEHIBRE 2 B (1) 3.2.3 Risk limit control and mitigation policies (Continued)
(A) $T£EIA (c) Derivatives
EERNTATREEENMAERZIEHFZEER All counterparty credit risk for derivatives trading are managed

as part of the credit risk control and monitoring process in
respect of the counterparty including credit controls such as
setting individual limit for valuation risk, daily settlement limits
and performing periodic credit assessment. Moreover, the
Group requires derivative contract counterparties to enter into
International Swaps and Derivatives Association Agreement or
analogous master agreement in order to follow the standardised
market practice of close-out netting arrangement in the event of
default or early termination and in accordance with the regulatory

requirements.

Collateral arrangements with most counterparties are also
in place to limit our unsecured derivative exposures to these
counterparties.

3.2.4 Write-off policy

The Group writes off financial assets, in whole or in part, when it has
exhausted all practical recovery efforts and has concluded there is
no reasonable expectation of recovery. Indicators that there is no
reasonable expectation of recovery include (i) ceasing enforcement
activity and (ii) where the Group’s recovery method is foreclosing
on collateral and the value of the collateral is such that there is no
reasonable expectation of recovering in full.

The Group may write-off financial assets that are still subject to
enforcement activity. During the year ended 31 December 2020, the
outstanding amounts of financial assets written off before completion
of enforcement activity of the underlying collaterals was HK$59 million
(2019: HK$48 million). Please refer to Note 3.2.9 for the total amount
of loans and advances to customers, loan commitments and financial
guarantees with or without collateral held by the Group written off in
2020 and 2019.
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FERkKR@ 3.2 Credit risk (Continued)
325 Kt ABEZHARERMEEIRZFZ 3.25 Maximum exposure to credit risk before collateral held
REGEREE or other credit enhancements
TREEERIANEERR 2O - TIE£R The following tables contain analysis of the credit risk exposure of
EEMNEEE SESHERENIINAE@ZE 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) ZEEREFLENESREE (1)  Financial assets subject to impairment
202012 A31H At 31 December 2020
REE/ 4228
Gross carrying/notional amount
BHEE
BREE  REIUT FiEEE
£ Special  Sub-standard & ECL B
Pass mention or below Total allowance Net
BANBHRRER Balance and placements with banks 21,871,559 - - 21,871,559 9319 21,862,240
—RBE - Stage 1 21,871,559 - - 21,871,559 9319 21,862,240
-2 - Stage 2 - - - - - -
—f&ER3 - Stage 3 - - - - - -
WATEsr=AAZEA Debt instruments at fair value through
Hi 2 AlENERTIR other comprehensive income 40,074,922 - - 40,074,922 33,836 40,041,086
—REEA - Stage 1 40,074,922 - - 40,074,922 33,836 40,041,086
—RE2 - Stage 2 - - - - - -
—[E3 - Stage 3 - - - - - -
DS AR ER LA Debt instruments at amortised cost 22,927,335 - - 2292733 24,352 22,902,983
—P&e - Stage 1 22,927,335 - - 22,927,335 24,352 22,902,983
—Rek2 - Stage 2 - - - - - -
—RE3 - Stage 3 - - - - - -
REEHR Advances to customers 135,115,561 888,020 1,673,803 137,577,384 1,251,164 136,326,220
—BEEH - Stage 1 125,010,106 - - 125,010,106 486,431 124,523,675
) - Stage 2 10,105,455 888,020 - 10,993,475 208,225 10,785,250
—F&es - Stage 3 - - 1,573,803 1,573,803 556,508 1,017,295
B5%5E Trade bills 3,790,517 - 607 3,791,124 8,859 3,782,265
—R&EH - Stage 1 3,782,143 - - 3,782,143 8,848 3,773,295
—PeER2 - Stage 2 8,374 - - 8,374 11 8,363
—R&E3 - Stage 3 - - 607 607 - 607
T FIE R EMERE Accrued interest and other accounts 7,753,190 3,710 76,778 7,833,678 37,356 7,796,332
—[EE - Stage 1 7,141,756 - - 7,141,756 12,516 7,129,240
~EB2 - Stage 2 11,434 3710 - 15,144 547 14,507
—REs - Stage 3 - - 76,778 76,778 24,293 52,485
ETAERBBER Loan commitments and financial
guarantees 78,455,814 33,015 291 78,489,120 155,969 78,333,151
—P&e1 - Stage 1 75,855,320 - - 75,855,320 146,243 75,709,077
—P&ez2 - Stage 2 2,600,494 33,015 - 2,633,509 9,726 2,623,783
—&er3 - Stage 3 - - 291 291 - 291
CH) Total 309,988,898 924,745 1,651,479 312,565,122 1,520,855 311,044,267
ERBHEMEERE  BIRAAFEERSE For the purpose of this disclosure, notional amount of debt
BEZS: AHEMEEKENERETE 2L instruments at FVOCI and the associated ECL allowance
EZSHE NN EEHEERESHEENTE maintained in investment revaluation reserve are presented.
EEEEIE -
RETEBEBEAR AT 20204 F 1R 213
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

3. HX¥RREEm)

3.2 EERMEm@m)

325 Kt ABBECHARBEEMEEIRZNZ
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(1) ZAEREFANEHEE @)

2019F12H31H

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)

At 31 December 2019

BEE/ 4558
Gross carrying/notional amount
BHEE
BRlEE  RBFAT BRER

I3 Special  Sub-standard & ECL FE
Pass mention or below Total allowance Net
BANBBRER Balance and placements with banks 24,781,299 - - 24781299 3325 24,777,974
— e - Stage 1 24,781,299 - - 24,781,299 3,325 24,777,974
—REk2 - Stage 2 - - - = = =
—RER3 - Stage 3 - - - = = =

IATERE BEZEHA Debt instruments at fair value through
Hi 2 ENENERIA other comprehensive income 41,353,504 - - 41353504 27397 41,326,107
— e - Stage 1 41,353,504 - - 41,353,504 27,397 41,326,107
—REk2 - Stage 2 - - - = = =
—FER3 - Stage 3 - - - = = =
DESRRATIRMEB LA Debt instruments at amortised cost 15,754,600 - - 15,754,600 11,608 15,742,992
—Paet - Stage 1 15,754,600 - - 15,754,600 11,608 15,742,992
—Rek - Stage 2 - - - = = =
—[ER3 - Stage 3 - - - = = =
BFER Advances to customers 134,883,304 1,014,153 1,049,226 136,946,773 1,008,586 135,938,187
—F&e - Stage 1 129,023,721 - - 129,023,721 474635 128,549,086
—P&ez2 - Stage 2 5,859,673 1,014,153 - 6,873,826 152,754 6,721,072
—F&es - Stage 3 - - 1,049,226 1,049,226 381,197 668,029
2558 Trade bills 3,381,956 - 11,907 3,393,863 1,989 3,391,874
—R&&1 - Stage 1 3,356,669 - - 3,356,669 1,982 3,354,687
K2 - Stage 2 25,287 - - 25,287 7 25,280
—[5&3 - Stage 3 - - 11,907 11,907 - 11,907
JERT A8 REMERE Accrued interest and other accounts 6,449,145 4118 72,168 6,525,431 32,542 6,492,889
R - Stage 1 6,438,347 - - 6,438,347 10,026 6,428,321
1) - Stage 2 10,798 4118 = 14,916 598 14,318
—[BE3 - Stage 3 - - 72,168 72,168 21,918 50,250

ERAERIBER Loan commitments and financial

guarantees 81,210,407 23,846 10,931 81,245,184 148,642 81,096,542
&1 - Stage 1 78,548,873 - - 78548873 140,087 78,408,786
—R&e2 - Stage 2 2,661,534 23,846 - 2,685,380 8,555 2,676,825
&3 - Stage 3 - - 10,931 10,931 - 10,931
Bt Total 307,814,305 1,042,117 1,144232 310,000,654 1,234,089 308,766,565
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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)
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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NOTES TO THE FINANCIAL STATEMENTS

(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
325 Kt ABBEZHFRBRMEEIRZFZ 3.25 Maximum exposure to credit risk before collateral held
REEEREEE® or other credit enhancements (Continued)
(1) ZEEREFGENSEEE @ (1)  Financial assets subject to impairment (Continued)
& Treasury
F1EBIER | B2ERBPEEFTREBB- Class 1 “pass”, which covers exposures to counterparties with
N EZRZEFRIER - internal credit rating of BB- or above.
F2ERI R F | BB A EE RSB Class 2 “special mention”, which covers exposures to
EB-Z2 R ZEFrIEMR ° counterparties with internal credit rating of B+ to B-.
FE3ERNXBHIAT I BEAIEEFRE Class 3 “sub-standard or below”, which covers exposures to
CCC+EA N2 R 5 ¥ F Az ° counterparties with internal credit rating of CCC+ or below.
(2 BAERENSREE (2) Financial assets not subject to impairment
REE
Gross carrying amount
2020 2019
HIEEBERENEE Trading assets
—EBES - Debt securities 5,080,047 8,387,953
—{THETH - Derivatives 957,370 467,766
$HOTAET A Hedging derivatives 189,831 110,164
AFE = BHEEE ABRA Financial assets at fair value
TREE through profit or loss
— B ESH - Debt securities 33,109 395,061
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

DEB an 3D o U 5 B T3 EB oo @B o IS @ IS e IS 5 I3EB I ER @B O EB op @B w5 O
3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
325 Kt ABBEZHFRBRMEEIRZFZ 3.25 Maximum exposure to credit risk before collateral held
REEEREE @ or other credit enhancements (Continued)
RNEB 2 FERDAIBE T (e — B a1 The results of credit performance of the Group can be further assessed

with reference to the following:

. BERRBFTEEF31A% 8 5 BEN TR . 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%);

. HEF 2 AN B RIBER T EERRZ . Mortgage loans, which represent the biggest group in the
B8 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

. B EHMEMEFIEERT74%(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 B RE 3.26 Loans and advances
EEERRBFBMT Loans and advances to customers are summarised as follows:
2020 2019
BB BT Gross loans and advances 137,577,384 136,946,773
kR - REEEERE Less: total impairment allowances (1,251,164)  (1,008,586)
FRE Net 136,326,220 135,938,187
FEEREZER R Credit-impaired loans and advances 1,573,803 1,049,226
Mk : PEERSFEER Less: Stage 3 impairment allowances (556,508) (381,197)
FRE Net 1,017,295 668,029
BEEEARATE Fair value of collateral held * 787,030 590,496
EEREERRBFEREFER R Credit-impaired loans and advances
BHRBEA DL as a % of total loans and advances
to customers 1.14% 0.77%
* BBz A TELRBERRRMAEREFRES * Fair value of collateral is determined at the lower of the market value of
EeR o MEAPBREBEETE ° collateral and outstanding loan balance.
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NOTES TO THE FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
326 EFERB @) 3.2.6 Loans and advances (Continued)
TRARITEE BN RAR 2 RMEEED BE The table below shows the percentage of impairment allowance as a
BERRBRZBEDL percentage of loans and advances for each of the three broad internal
rating classes.
2020 2019
BEERE RIEZERE
REREREE I EFREREE
B Bkt
ERRER Impairment EFNEF  Impairment
Bkt allowance Botk allowance
Loans and as a % of Loans and as a % of
advances loan balance advances loan balance
% % % %
Al Class
1-1FE% 1 - pass 98.2 0.4 98.5 0.4
0 _ HERIEEE 2 — special mention 0.7 11.4 0.7 10.0
3 - RBHLAT 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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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)

3.2.6 Loans and advances (Continued)

(@) Loans and advances to customers that are credit-

impaired under HKFRS 9

The analysis of the gross amount of credit-impaired loans
and advances by class, along with the fair value of the related

collateral held by the Group as security, is as follows:

BFHEIEHm
AFE
ER4EEE WE%EE BREE Fair value
Gross Impairment Carrying of collateral
202012H31H At 31 December 2020 exposure allowance amount held
EEREZER Credit-impaired loans
BAER : Loans to individual:
—fEAFR — Credit cards 12,645 10,447 2,198 =
—RIBER - Mortgages 186,507 34,054 152,453 166,302
—HAb — Others 415,559 185,205 230,354 88,549
EER Loans to corporate entities:
—BHER — Term loans 218,901 36,303 182,598 138,547
—RIBER — Mortgages 112,384 9,142 103,242 91,163
—E o5& — Trade finance 349,314 163,020 186,294 108,633
—HAb - Others 278,493 118,337 160,156 193,836
EEREZERER Total credit-impaired loans 1,573,803 556,508 1,017,295 787,030
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NOTES TO THE FINANCIAL STATEMENTS

(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
326 EFERB @) 3.2.6 Loans and advances (Continued)
(R) BREBUBRELERFIRESER (@ Loans and advances to customers that are credit-
BEZEFERR BN @) impaired under HKFRS 9 (Continued)
ST =Eiitile
AT
[R\% 48 58 B LR BREE Fair value
Gross  Impairment Carrying  of collateral
201912 A31H At 31 December 2019 exposure allowance amount held
FEERBEZER Credit-impaired loans
BAER : Loans to individual:
—ERAF — Credit cards 16,835 14,251 2,584 -
—RIBER - Mortgages 41,881 3,691 38,190 39,683
—HAt - Others 287,805 136,103 151,702 577
EER : Loans to corporate entities:
—BHEIE - Term loans 233,055 66,321 166,734 177,317
—RIBER — Mortgages 137,177 16,159 121,018 130,594
—E5mE — Trade finance 180,868 61,503 119,365 137,395
— HAth — Others 151,605 83,169 68,436 104,930
FEEREERERE Total credit-impaired loans 1,049,226 381,197 668,029 590,496
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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)

3.2.6 Loans and advances (Continued)

(b)

Loans and advances overdue for more than 3 months

(i) Gross amount of overdue loans

2020 2019
BHREE BEARER
Bz BExezs
Gross Gross
amount of G485 amount of IH4R%E
overdue ADLE overdue A7t
loans % of total loans % of total
REEREFENBE Gross advances to customers
Pt which have been overdue for:
—3fE A LA E=61E A - six months or less but
over three months 240,472 017 180,317 0.13
—6EAA U EE14 — one year or less but over
six months 136,656 0.10 250,661 0.18
—1F R E — over one year 525,674 0.38 318,703 0.23
902,802 0.65 749,681 0.54
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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3. HHXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
326 BFRE @) 3.2.6 Loans and advances (Continued)
(Z) BH3EA U L ERRBR(H) (b) Loans and advances overdue for more than 3 months
(Continued)
(i)  BEIREEEAR B2 HE (i) Value of collateral held and impairment allowances
R TIFA Hn (B against overdue loans and advances
BRRBH K m
REBEHE RHE HHm  ERRREE P EZ3
Outstanding Current  FA&IEZR{D AR5 WEEE
amount of market Portion  Portion not Stage 3
loans and value of covered by covered by impairment
2020%F12H31H At 31 December 2020 advances collateral collateral collateral allowances
BMEAR(EBEF  Overdue loans and
= ONEEN advances to customers 902,802 930,016 593,229 309,573 302,651
B R R
RMEZEEE WA HHm  EHmRAREE REER3
Outstanding Current  FA&IESRD AIEER D B ZES
amount of market Portion  Portion not Stage 3
loans and value of covered by covered by impairment
201912A31H At 31 December 2019 advances collateral collateral collateral  allowances
BMEREZEEF  Overdue loans and
BER KRB advances to customers 749,681 885,515 578,446 171,235 226,415
BAEERREZAERER - 128 Collateral held mainly represented pledged deposits,
W2 N B HR L At [E] FE B EE DR A o mortgages over properties and charges over other fixed
assets such as equipment.
(A) BREAER(ESHKREFEE LT ZE (¢) Rescheduled advances net of amounts included in
HEX) overdue advances shown above
h4EE 1hiEE
ARt BA
2020 % of total 2019 % of total
EPEXR Advances to customers 374,963 0.27 270,909 0.20
FEERSREEE Stage 3 impairment allowances 141,869 112,734
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
327 BEZZE 3.2.7 Trade bills
2020 2019
B5EE - wif Trade bills which have been overdue for:
-6fAALLEE1F — one year or less but over six months - 11,907
-1k - over one year 607 =
607 11,907
PEERSRE L Stage 3 impairment allowances - =
BHEZERAETEAEA - The overdue trade bills are fully secured.
3.28 WEIFE R in 3.28 Repossessed collateral
RERFA 2 WEHERRAT : Repossessed collateral held at the year-end is as follows:
2020 2019
BEHE Nature of assets
BEkyES Repossessed properties 304,514 287,397
Hity Others 24,923 7,782
329,437 295,179
W EHE R RIRAITEARREE - BREIEA N Repossessed collaterals are sold as soon as practicable with the
WIERE B 2 fERARBERE - proceeds used to reduce the outstanding indebtedness of the

borrowers concerned.

fih 51 7] # 38 48 {8 /63,158,000 % T (2019 4F : Certain other properties in the Mainland China with a total estimated
59,274,000/ 7T ) < £ R B A A S T E A3 - realisable value of HK$63,158,000 (2019: HK$59,274,000), which had
ThZR & EAR SR AR B A BT 84 2 JE < 1T A been foreclosed and repossessed by the Group pursuant to orders
YK ERE R B - ZERmAE W22 & issued by courts in the Mainland China, represent assets held by the
tEE B THREBHEZEE - HAZERE Group for resale and have been reported under “Other assets” in Note
W LR - 32. The relevant loans had been derecognised.
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(LAFE®EF LAz517R) (Expressed in thousands of Hong Kong dollars)

3. HX¥RREEm)
3.2 SERMKE@m
329 EEEME

TREMZEBVERE LR BN A KRB
ZEPERRE - BFEE R EER 2 A
SEERERENHE -

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

3.2.9 Loss allowance

The tables below provide a reconciliation of the Group’s ECL
allowances for loans and advances to customers, loan commitments

and financial guarantees by stage under HKFRS 9.

=€ Retail
P& B P& X2 PR ER3 &t
BHEE HHEE HHEE BHEE
BB EEEE BEESE BEERE
Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2020F1 A1H At 1 January 2020 382,703 30,024 154,044 566,771
B Transfers:
B ERE Transfer to Stage 1 5,543 (5,543) - -
HEBERER2 Transfer to Stage 2 (6,470) 6,878 (408) =
BY RS Transfer to Stage 3 (38,929) (15,105) 54,034 =
PSR L EEREFIES  Effect of stage transfers and

-7 changes in allowance (3,864) 7,563 356,833 360,532
HRFTRE - BAK New financial assets originated,

HisER . EREE purchased or derecognised

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

SRRk forward-looking assumptions 15,085 8,723 258 24,066
RERRAAE Unwind of discount 33 35 9 77
s Write-offs - - (329,891) (329,891)
HINEEE % LAt Foreign exchange and

other movements 51 - - 51
2020%F12A31H At 31 December 2020 401,256 40,967 229,706 671,929
2019F1A1H At 1 January 2019 355,793 18,823 150,005 524,621
B Transfers:
BHERE Transfer to Stage 1 3,714 (3,133) (581) =
BB R Transfer to Stage 2 (3,208) 3,233 (25) =
B EERS Transfer to Stage 3 (20,277) (8,796) 29,073 -
PSR L EEREFTESL  Effect of stage transfers and

k-7 changes in allowance (2,764) 23,481 244,777 265,494
HRFTRE - BBASK New financial assets originated,

HisER ERMEE purchased or derecognised

during the period 47,896 1,521 7,729 57,146
PDs/LGDs/EADs/AIHE ] Changes in PDs/LGDs/EADs/

Re% 2 & forward-looking assumptions 1,528 (5,195) (10,431) (14,098)
RRRRANIR Unwind of discount 68 90 24 182
g Write-offs - - (266,237) (266,237)
HINEEE % H fth B Foreign exchange and

other movements 47) - (290) (337)
2019412 A31H At 31 December 2019 382,703 30,024 154,044 566,771

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020




PR R M T
NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)
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3. HX¥RREEm) 3.
3.2 FERM@m)

329 EEEMEE

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

3.2.9 Loss allowance (Continued)

i 3 Corporate
P ER1 P ER2 P ER3 &t
BHEE HHEE HHEE HHEE
BB EE%ERE EE%ERE EEERE
Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2020F1 A1H At 1 January 2020 232,019 131,285 227,153 590,457
B Transfers:
B =R Transfer to Stage 1 8,410 (8,410) - -
B SR Transfer to Stage 2 (25,941) 25,941 = =
BYEHES Transfer to Stage 3 (796) (13,860) 14,656 =
MRS ERERS MR B E B FTEL  Effect of stage transfers and

252 changes in allowance (3,971) 35,881 55,545 87,455
HIRFTRA © B ASRETER  New financial assets originated,

ZEMEE purchased or derecognised

during the period 17,475 (11,432) (32,156) (26,113)
PDs/LGDs/EADs/AIfE £ #] Changes in PDs/LGDs/EADs/

R&2 & forward-looking assumptions 3,047 15,825 192,125 210,997
FRRRERIE Unwind of discount 127 1,313 50 1,490
#sH Write-offs - - (130,271) (130,271)
HNGE Kz H fih 5t Foreign exchange and

other movements 1,048 441 (300) 1,189
2020%F12A31H At 31 December 2020 231,418 176,984 326,802 735,204
20191 A1H At 1 January 2019 207,514 115,053 213,002 535,569
B Transfers:
B S RE Transfer to Stage 1 7,961 (7,961) = =
BB ERE2 Transfer to Stage 2 (7,318) 11,216 (3,898) -
HEBEEES Transfer to Stage 3 (1,353) (1,371) 2,724 -
SR EER MBS BFTES  Effect of stage transfers and

Wd-7 changes in allowance (4,540) 4,874 106,856 107,190
HINFRA BB AR New financial assets originated,

ZEREE purchased or derecognised

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

(EE ok forward-looking assumptions (37,455) (2,326) 37,412 (2,369)
FRBRERIR Unwind of discount 134 1,501 38 1,673
b1 =] Write-offs - - (91,623) (91,623)
N Jr Hofth 2 Foreign exchange and

other movements (348) (157) (262) (767)
201912 A31H At 31 December 2019 232,019 131,285 227,153 590,457
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)

3. HX¥RREEm)
3.2 EERMEm@m)
329 EEEE®

TRIBRIZEEY B S LR BT A S BILMEER
ZEBAE(EEFPERKBR REEAERE
BAEERABRERNGRSR) 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.

Z2E Retail
F ER1 PEER2 PEFER 3 &t
Rk Rk et o] EREAZE
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
exposure exposure exposure exposure
20201818 At 1 January 2020 109,343,346 558,641 346,533 110,248,520
LYo Transfers:
BB ERR Transfer to Stage 1 93,558 (90,182) (3,376) -
B SRR Transfer to Stage 2 (306,510) 310,039 (3,529) -
B EHES Transfer to Stage 3 (352,725) (255,651) 608,376 -
BRiEMIN Changes of gross exposure
Bl other than modifications (9,454) (62,524) (3,402) (75,380)
5 Write-offs - - (329,891) (329,891)
ANE 2 Hofth 2 Foreign exchange and
other movements 53,616 - - 53,616
2020%12831H At 31 December 2020 108,821,831 460,323 614,711 109,896,865
201941 A1H At 1 January 2019 105,620,454 227,866 343,679 106,191,999
B Transfers:
B EREEN Transfer to Stage 1 53,903 (49,443) (4,460) =
BB ERER2 Transfer to Stage 2 (464,557) 464,586 (9) -
BB RS Transfer to Stage 3 (296,364) (46,382) 342,746 =
BRiEBN Changes of gross exposure
[E\fe aza e other than modifications 4,486,904 (37,986) (68,839) 4,380,079
i) Write-offs - - (266,237) (266,237)
SN Ko FAh 5 Foreign exchange and
other movements (56,994) - (827) (57,321)
201912 A31H At 31 December 2019 109,343,346 558,641 346,533 110,248,520
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.9 Loss allowance (Continued)

¥ Corporate
f ER1 PEER2 PEER 3 &t
B B 4 R R EREE R4
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
exposure exposure exposure exposure
20201 81H At 1 January 2020 98,229,248 9,000,565 713,624 107,943,437
8% Transfers:
BYERE Transfer to Stage 1 1,503,040 (1,503,040) - -
B ERE? Transfer to Stage 2 (6,360,069) 6,360,069 - -
BYEHES Transfer to Stage 3 (175,608) (106,228) 281,836 =
BNz Changes of gross exposure
[\ B EE other than modifications (1,313,794) (590,064) 97,774 (1,806,084)
i) Write-offs - - (130,271) (130,271)
ANE J Hofth 22 Foreign exchange and
other movements 160,778 5,359 (3,580) 162,557
2020F12A31H At 31 December 2020 92,043,595 13,166,661 959,383 106,169,639
20191 H1H At 1 January 2019 92,318,549 6,321,440 640,203 99,280,192
7 Transfers:
BB EEEA Transfer to Stage 1 772,908 (772,908) - =
BB ERER2 Transfer to Stage 2 (2,982,272) 3,007,953 (25,681) -
BEBEEES Transfer to Stage 3 (206,476) (51,827) 258,303 -
BRigshg Changes of gross exposure
Ee 4Rz EE) other than modifications 8,397,654 498,121 (66,069) 8,829,706
iG] Write-offs - - (91,623) (91,623)
SN Ko HoAh 5 Foreign exchange and
other movements (71,115) (2,214) (1,509) (74,838)
201912 A31H At 31 December 2019 98,229,248 9,000,565 713,624 107,943,437

HBREHMEEHIRATARFZ2T -

MEASBRAS NERTOERIIABBRAR
FIRRSANFEFEBEEF T AR M EE W
MWEBTHE - 2REMERI RN F AL EREERE

% o

Comparative information has been re-presented to conform to current

year’s presentation.

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

transition during the year.
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.10 Debt securities

agency designation at 31 December 2020 and 2019.

The table below presents an analysis of debt securities by rating

NAFEE
BEEBA
DATENE  Htt2EWS
BHZFHA MERmEE
BENEREE Financial — LA#ERH A5
Financial assetsat  BRMERMEE
BEEE assets at fair value Financial
ABEE fairvalue  through other assets at
Trading through  comprehensive amortised Sl
2020F12831H At 31 December 2020 assets profit or loss income cost Total
AAA AAA - - 2,126,332 255,484 2,381,816
AA- 2 AA+ AA- to AA+ 5,080,047 - 12,337,307 3,196,522 20,613,876
A- £ A+ A-to A+ - - 17,321,067 11,203,245 28,524,312
AT REERA- Rated but lower than A- - - 6,537,625 4,002,501 10,540,126
AR Unrated - 33,109 3,424,717 4,269,583 7,727,409
At Total 5,080,047 33,109 41,747,048 22,927,335 69,787,539
NATEFE
BEEZHHA
WATERE  EfzEks
BHEFHFA WEmARE
BRI EREE Financial ~ SAE#AK A
Financial assetsat  HRMSREAE
RIEEE assets at fair value Financial
RHEE fairvalue  through other assets at
Trading through  comprehensive amortised At
20194912 A31H At 31 December 2019 assets profit or loss income cost Total
AAA AAA - 33,034 2,857,820 167,541 3,058,395
AA- 2 AA+ AA- to AA+ 8,387,953 - 11,622,237 2,005,045 22,015,235
A- £ A+ A-to A+ - 328,768 18,221,411 7,526,923 26,077,102
Bl RIBERA- Rated but lower than A- - - 5,839,418 2,248,100 8,087,518
AERR Unrated - 33,259 3,615,051 3,806,991 7,455,301
At Total 8,387,953 395,061 42,155,937 15,754,600 66,693,551
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

1 J aD b a® b a» a® a® a® a® a® b a®
»HED a» a® a® a® a® a® a® a® aD ab a® a®
[ /N ) mm-m mmm-m mmm-m mmmm mm-m @
3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 =ERR@ 3.2 Credit risk (Continued)
211 EEEREC:BEECABEFNE 3.2.11 Concentration of risks of financial assets with credit risk
i exposure
(F) B (@ Geographical sectors
BEFERZEHATIHIREE Z RERED Advances to customers by geographical area are classified
BZERAEHSEE - — KM s - EER according to the location of the borrowers after taking into
BRI BRREERANR Z [RIEF - @ account the transfer of risk. In general, risk transfer applies when
118 - an advance is guaranteed by a party located in an area which is

different from that of the borrower.

TRARFPEREEIREH AN The following table analyses gross advances to customers by
geographical area.

20204 20194F
124311 12H31H
At At
31 December 31 December
2020 2019

REEREEE Gross advances to customers
—Bb - Hong Kong 115,234,954 113,233,394
—H - 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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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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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
ERBFEANER Loans for use in Hong Kong
TrE<Rt Industrial, commercial and financial
— MR - Property development 5,611,830 4,700,618
e JEZ 4 — Property investment 17,221,674 15,972,169
—TRER - Financial concerns 5,756,814 6,057,400
—REKLE - Stockbrokers 1,733,867 1,585,717
— Pt mEE X — Wholesale and retail trade 6,004,660 6,455,795
— Bl - Manufacturing 1,790,941 1,978,378
— B B R — Transport and transport equipment 2,512,559 3,496,770
—REEE) - Recreational activities 96,223 103,724
— BB — Information technology 51,827 52,976
—Hf - Others 6,003,396 4,464,895
46,783,791 44,868,442
EA Individuals
—-BEIEEEEEE] - — Loans for the purchase of flats
[RAAZEEREE X in Home Ownership Scheme,
[FEEHESEFER Private Sector Participation
Scheme and Tenants Purchase
Scheme 558,428 584,349
—BEHMEEMEER — Loans for the purchase of other
residential properties 31,260,619 29,864,112
—EARER — Credit card advances 3,610,141 3,761,021
—HAth — Others 13,079,682 13,196,910
48,508,870 47,406,392
ERBFEANER Loans for use in Hong Kong 95,292,661 92,274,834
B S8E (F71)) Trade finance (Note (1)) 8,115,481 8,815,573
BB AIMERER(FEQ)) Loans for use outside Hong Kong
(Note (2)) 34,169,242 35,856,366
137,577,384 136,946,773
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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)

3.2.11 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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DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL R
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank (China)
Limited (“DSB China”), which are subsidiaries of DSB, run their
treasury functions locally under their own set of limits and policies and
within the market risk management framework set by DSB. The RMCD
of DSB oversees the market risk arising from the treasury operations
of BCM and DSB China to ensure that the risk controls put in place are
commensurate with their businesses and consistent with the Group
standards.

The Group applies different risk management policies and procedures
in respect of the market risk arising from its trading and banking
books.

3.3.1 Market risk arising from the trading book

In the Group’s trading book, market risk is associated with trading
positions in foreign exchange, debt securities, equity securities and
derivatives.

(@ Market risk measurement technique

In the management of market risk, the Group measures market
risks using various techniques commonly used by the industry
and control market risk exposures within established risk limits.
The major measurement techniques used to measure and control
market risk are outlined below.

EPORT 2020
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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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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book(Continued)

(a)

(b)

B Z2020F12A31H1E12{8A
12 months to 31 December 2020

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

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

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

HZE2019F12A31H L1218 A
12 months to 31 December 2019

F1g 55 RIK 15 &= b3

Average High Low Average High Low

SN Ja B Foreign exchange risk 1,925 3,559 291 2,666 3,462 1,106
) 2 [ e Interest rate risk 1,128 3,544 494 1,525 2,650 522
2 EHER All risks 2,389 3,916 574 3,280 4,502 2,071

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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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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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)

0] 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).

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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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. FINANCIAL RISK MANAGEMENT (Continued)
3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(b) Sensitivity analysis of non-trading portfolio (Continued)

(i) Interest rate risk (Continued)

At 31 December 2020, if HK$ and US$ market interest
rates had experienced a 200 basis points parallel up shock
under the HKMA'’s standard parallel up scenario, with
other variables held constant, the impact on earnings over
the next 12 months and the impact on economic value of
equity would have been HK$44 million higher and HK$435
million lower respectively (2019: HK$185 million higher and
HK$504 million lower respectively).

The method and assumptions used in the above sensitivity
analysis on foreign exchange risk and interest rate risk are
broadly on the same basis for both 2019 and 2020.

In addition to foreign exchange risk and interest rate risk, the Group’s
investments in debt securities and equity securities are also exposed
to other price risks. Consequently, the value of such investments
could change significantly depending on a variety of factors including
liquidity risk, market sentiment and other events that might affect
individual or portfolios of exposures.
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (Continued)
3.3 WHRR@ 3.3 Market risk (Continued)
3.3.3 SMER B 3.3.3 Currency risk
TR AN EBIZEEE S RABEZETHZ The table below summarises the Group’s financial assets and
CHMEERAE  UREEABRINGEEEF liabilities as well as off-balance sheet net notional positions and credit
BREEERE 2GR - commitments translated into equivalent HK$ amounts, categorised by
currency.

BT E AR ARH Hity &t
2020%12A31H At 31 December 2020 HKD usD MOP RMB Others Total
BE Assets
Re RERTEER Cash and balances with banks 6,408,750 4,667,958 501,742 1,298,645 32242405 16,119,500
ERME12EANEIES Placements with banks maturing

ales between one and twelve months 1,808,157 71,516 - 3,689,143 167,924 5,742,740
HEEERRNES Trading securities 5,080,047 - - - = 5,080,047
AT E B EZEH Financial assets at fair value

ANERHEREAE through profit or loss 103,993 166,504 - - 286,856 557,353
ITESBIE Derivative financial instruments 75,404 1,043,115 - 2,320 26,362 1,147,201
XBESREMEEE Advances and other accounts 106,001,317 20,053,964 8,502,305 10,738,498 2,608,723 147,904,807
WAT(E 2 AEZERA Financial assets at fair value through

H2ENENERHEE other comprehensive income 11,070,819 33,752,555 36,826 65,624 1,469,880 46,395,704
BRI R SRR Financial assets at amortised cost 1,730,660 18,150,770 1,337,977 1,484,883 198,693 22,902,983
SREES Total financial assets 132,279,147 77,912,382 10,378,850 17,279,113 8,000,843 245,850,335
af Liabilities
RITFEH Deposits from banks 125,921 1,928,551 - 1,365,645 80,325 3,500,442
fiEemIA Derivative financial instruments 82,514 3,105,249 - 1,230 7,674 3,196,667
FEEERRNEE Trading liabilities 1,570,675 - - - - 1570675
EPEH Deposits from customers 123,328,004 35808904 9,743,334 13484743 7,536,270 189,901,345
BETERANE Certificates of deposit issued 1,734,650 6,391,152 - - - 8125802
BERYK Subordinated notes - 3,828,458 - - = 3,828,458
HibfRE LR Other accounts and accruals 5,751,233 1,790,129 644,391 468,229 56,636 8,710,618
SRERBAH Total financial liabilities 132,593,087 52,852,443 10,387,725 15,319,847 7,680,905 218,834,007
BEERRABRTE Net on-balance sheet positions (313,940) 25,059,939 (8,875 1,959,266 319,938 27,016,328
EEERRMER2ETE Off-balance sheet net notional

positions* 21124262  (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
* BEABRINFAEZEFHEIETEANFEARAE * Off-balance sheet net notional positions represent the net notional
BEYNESTER T INES RIATE T B 235 548 o amounts of foreign currency derivative financial instruments which are
principally used to reduce the Group’s exposure to currency movements.
A ErEEBRAR 2020F F3;

239



240

RIFEER R M ot

NOTES TO THE FINANCIAL STATEMENTS

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

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020

[ J a® a» [ J a® b a® a» ab a® a® o
@ @ WD L EDED ¢HTD gp D < TP > ap ¥ @ TP ¢ (7
b [ /N ) € [ /N ) € [ /N ) [ /N )
3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (Continued)
3.3 WHRR@ 3.3 Market risk (Continued)
3.3.3 SME/ESE &) 3.3.3 Currency risk (Continued)
B e ik ARE ity =H
2019124318 At 31 December 2019 HKD usb MOP RMB Others Total
BE Assets
Be RERTNER Cash and balances with banks 5,172,746 5,037,245 525,366 3,697,843 4,011,567 18,445,267
ERTIE12EA M2 Placements with banks maturing
oy between one and twelve months 2,295,992 1,405,207 - 2,200,522 430,986 6,332,707
HEEERENES Trading securities 8,387,953 - - - - 8,387,953
IWATET 2 BEZEHA Financial assets at fair value
BRNESREE through profit or loss 263,751 403,767 - 13,213 - 680,731
fTESRIA Derivative financial instruments 19,256 531,924 - 15 26,735 577,930
REST RS Advances and other accounts 105,790,881 18,835,944 9,329,844 9,147,467 2,718,814 145,822,950
WATEFEAEEHEA Financial assets at fair value
A2 ERENEREE through other comprehensive income 12,207,424 31,985,863 36,954 62439 1128377 45511057
BRI R SRR Financial assets at amortised cost 963569 11,365,572 2,225,198 1,188,653 - 15742992
SREES Total financial assets 135,191,572 69,565,522 12,117,862 16,310,152 8,316,479 241,501,587
B Liabilities
FAER Deposits from banks 1,224,195 1,240,874 - - - 2,465,069
TESRIA Derivative financial instruments 21,648 1,067,788 - 313 3,279 1,093,028
KIEEEREMNAR Trading liabilities 5,516,558 - = = = 5,516,558
RERR Deposits from customers 115,400,725 35,981,390 10,063,759 13,423,043 7,246,380 182,115,297
BETRFRE Certificates of deposit issued 5,737,293 1,013,532 - - - 6,750,825
BEER Subordinated notes - 5,510,181 - - - 5,510,181
HibfRE LR Other accounts and accruals 9,503,630 1,855,102 688,674 414,788 54600 12,516,794
SRAEL: Total financial liabilities 137,404,049 46,668,867 10,752,433 13,838,144 7,304,259 215,967,752
BEABRNEEFE Net on-balance sheet positions (2,212,477) 22,896,655 1,365,429 2,472,008 1,012,220 25,533,835
BEERRIMRERFE Off-balance sheet net notional positions* 20,587,701 (18,766,453) - (1,327.,480) (441,468) 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. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 WHRR@ 3.3 Market risk (Continued)

3.34 FIFmEEE 3.3.4 Interest rate risk

TRESIANEEZFERRE o RNBEARERZ The table below summarises the Group’s exposure to interest rate

EHSBE EHEERBE  WIREETEX 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.

3EALE
3fEA BE 10 E
AT Over B5% SEME Rie
3 months 3months  Over 1 year Over  Non-interest £h
202051258318 At 31 December 2020 or less to 1 year to 5 years 5years Bearing Total
BE Assets
B REF MR Cash and balances with banks 11,673,520 - - - 4,445,980 16,119,500
ERTIE12[HANZIH Placements with banks maturing
HER between one and twelve months 2,293,897 3,448,843 - - - 5,742,740
HEEERRNES Trading securities 2,743,279 2,306,679 30,089 - - 5,080,047
IATERE BEZEA Financial assets at fair value through
BRepEE profit or loss - - - - 557,353 557,353
ITEERIE Derivative financial instruments - - - - 1,147,201 1,147,201
RIBEFLEMEE Advances and other accounts 124,832,195 9,713,964 5,616,149 268,641 7,473,858 147,904,807
IATEEBEZHHA Financial assets at fair value through
Ht2 NGNS REE other comprehensive income 10,158,005 6,460,216 16,823,708 8,412,722 4,541,053 46,395,704
BRSNS REE Financial assets at amortised cost 2,935,102 2,307,555 9,952,284 7,694,675 13367 22,902,983
SREEAH Total financial assets 154,635,998 24,237,257 32,422,230 16,376,038 18,178,812 245,850,335
af Liabilities
RIER Deposits from banks 3,492,389 - - - 8,053 3,500,442
fEemIA Derivative financial instruments - - - - 3,196,667 3,196,667
BEEERRNER Trading liabilities 1,129,526 440,132 1,017 - - 1570675
B Deposits from customers 161,608,735 11,468,283 2,285,593 - 14,538,734 189,901,345
BRINEHRE Certificates of deposit issued 4,257,530 3,766,378 101,894 - - 8,125,802
BEER Subordinated notes - 1,964,475 1,863,983 - - 3,828,458
AR RER Other accounts and accruals 546,910 121,134 299,485 218,182 7,524,907 8,710,618
SREEA Total financial liabilities 171,035,090 17,760,402 4,551,972 218,182  25268,361 218,834,007
FEgBEESH Total interest sensitivity gap
(R (unadjusted)* (16,399,092) 6,476,855 27,870,258 16,157,856
FIRFfTEIAGHZEE Effect of interest rate derivative
contracts 29,430,281 2,830,791 (17,501,718)  (14,759,355)
FESRBERS (KER) Total interest sensitivity gap (adjusted)* 13,031,189 9,307,646 10,368,540 1,398,501
* R EHBEENIREEBBRRAEEM * Unadjusted interest sensitivity gap is determined based on positions of
BENREEET - KABTNSEREEEFA on-balance sheet assets and liabilities. Adjusted interest sensitivity gap
BUOBRFI R R TR KOTE T A S LMK takes into account the effect of interest rate derivative contracts entered

2o 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 FFEmEEE &) 3.3.4 Interest rate risk (Continued)

SMEAMNE
3fEA EE 1B E
FUAT Over i 5ELAE TEr8
3 months 3months  Over 1 year Over  Non-interest Bt

20199124318 At 31 December 2019 or less to 1 year to 5 years 5 years Bearing Total
BE Assets
BE RERTHES Cash and balances with banks 17,046,199 - - = 1,399,068 18,445,267
FERTIZ12(HA M3 Placements with banks maturing

R between one and twelve months 5,326,381 1,006,326 - - - 6,332,707
KEEERENES Trading securities 4,721,761 3,666,192 - - - 8,387,953
AT E:rZRAZEEA Financial assets at fair value through

BEMEREE profit or loss 328,768 - - - 351,963 680,731
fTESRIA Derivative financial instruments - - - - 577,930 577,930
XBEHREMEEE Advances and other accounts 121,409,563 7,441,381 9,379,096 1,437,664 6,155,246 145,822,950
IATEE BEZEHA Financial assets at fair value through

At 2EhENEREE other comprehensive income 9174213 4819849 18277794 9900487 3338714 45511057
NERNASIRH ERAE Financial assets at amortised cost 3,294,312 2,573,479 5,577,482 4,284,350 13,369 15,742,992
SREEAR Total financial assets 161,301,197 19,507,227 33,234,372 15,622,501 11,836,290 241,501,587
g Liabilities
$EX Deposits from banks 681,021 - 826,811 - 957,237 2,465,069
fTESRIA Derivative financial instruments - - - - 1,093,028 1,093,028
HEEERRNAR Trading liabilities 4,611,160 895,491 9,907 - - 5,516,558
EERR Deposits from customers 142,790,327 28,896,009 3,578,320 - 6,850,641 182,115,297
BETRNFRE Certificates of deposit issued 2,222,760 4,059,898 468,167 - - 6,750,825
BEER Subordinated notes 1,755,635 - 3,754,546 - - 5,510,181
HifR A kiR Other accounts and accruals 347,199 124,386 239,772 22565 11782872 12,516,794
SRAREA: Total financial liabilities 152,408,102 33,975,784 8,877,523 22,565 20,683,778 215,967,752
MEGREE A Total interest sensitivity gap

(RATHE ) (unadjusted)* 8,893,095  (14,468,557) 24,356,849 15,599,936
HETETREANZFE Effect of interest rate derivative contracts 17,997,105 3,096,492 (7,507,472)  (13,586,125)
FlE R EBA (THE) Total interest sensitivity gap (adjusted)* 26,890,200 (11,372,065 16,849,377 2,013,811
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NOTES TO THE FINANCIAL STATEMENTS

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

3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 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.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

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.

The Group places considerable importance to establish a diversified
and stable funding. While customer deposits form the primary portion
of the Group’s funding, certificates of deposit and medium term notes
are issued at opportune time in order to lengthen the funding maturity
and optimise asset and liability maturities. Short-term interbank
deposits are taken on a limited basis with the aim of maintaining the
presence in the market and the Group is a net lender to the interbank
market.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

The monitoring and reporting take the forms of cash flow
measurements and projections for different time horizons, including
the next day, week and month, which are key periods for liquidity
management. The starting point for those projections is an analysis of
the contractual maturity of the financial assets and liabilities as well as
the expected maturity of these assets and liabilities based on historical
observations. The cash flow projections also take into account the
historical behaviour of off-balance sheet items, including undrawn
lending commitments and contingent liabilities such as standby letters
of credit and guarantees. The Group always maintains an adequate
liquidity cushion, which is composed of high quality marketable
securities with sufficient market depth to meet its liquidity needs at all
times, even under adverse market conditions. Eligible securities in the
cushion mainly have low risk and simple structure and can be readily
sold or used as collateral to obtain funds within a short period of time.
Debt securities held are marked to the market on daily basis to ensure
their market liquidity.
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 REBELER@ 3.4 Liquidity risk (Continued)
341 HEELRREEES &) 3.4.1 Liquidity risk management process (Continued)
BEETT In HK$ million
20204 20194
12A31H 12H31H
Ao As at As at
Internal HARZEAR| 31 December 31 December
categorisation Basic Criteria 2020 2019
B4R BEEEBHEIRELNBAT - SBRRET  ARRARESRA 16,150 16,697
EEAEITRER AREERONNEER S
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

FE2AMR RIFEZERBEIMREENBUT - ZBERRT  REEMNIESR 6,847 6,468
BEZTHIERZEREE R20% N HEZS
Tier 2A Marketable securities issued or guaranteed by government,

multilateral development banks, public sector entities and non-
financial corporate entities with a 20% risk weight under the
Basel Il Standardised Approach

FE2BMR EVBEERESHERABENREDEEEF L EPO[IREDEE |8 37,732 31,715
RN REBERITHIER At B EES
Tier 2B Other marketable securities issued or guaranteed by corporate or

financial institutions with at least an investment grade and those
securities that may be included in “liquefiable assets” under the
liquidity maintenance ratio.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

The Group performs stress testing regularly, which includes an
institution-specific crisis scenario, a general market crisis scenario and
a combination of these crisis scenarios in order to assess the potential
impact on its liquidity position under stressed market conditions. The
Group maintains a set of early warning indicators, including qualitative
and quantitative factors and involving both internal and market
indicators that help 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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3. HX¥RREEm)

3.4
3.4.2 FEHDH

RENE R @)

TRAMAEERRERREFTHES OB HAK
REAEDA(ER) ZRBRBRIBZEER

3. FINANCIAL RISK MANAGEMENT (Continued)

3.4 Liquidity risk (Continued)

3.4.2 Maturity analysis

The table below analyses the Group’s assets and liabilities into relevant
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.
1BANE  SEALE
18R BIEATAT E 1E4E
DRE #HUT  3months or Over B5 SEBE

Repayable Upto lessbut over 3months  Over1 year Over  EHRH &
2020%12A318 At 31 December 2020 on demand 1 month 1 month to1 year to 5 years 5 years Indefinite Total
&E Assets
R RERTHER Cash and balances with banks 4896200 7350737 3872561 - - - - 1619500
ERT1Z12ERRM Placements with banks maturing

@R between one and twelve months - - 2237402 3505338 - = - 5742740
BEEERRMES Trading securities - 789,485 1,953,794 2,306,679 30,089 - - 5,080,047
KATEEAEES Financial assets at fair valug through

HABRNEREAE profitor loss - - - - - - 557,353 557,353
ik A Derivative financial instruments - 184,892 373,386 362,305 193,688 32,430 - 1,147,001
EREFRAMEKR Advances and other accounts 7576141 23644219 12,202,148 21195493 30675080 41,807,136  1,714590 147,904,807
WATEFSEEEEA  Financial assets at fair value through

ErANRNEREE other comprehensive income - 1,583,228 6,081,943 7447465 18,237,686 8,412,722 4,632,660 46,395,704
DBSAITBEMEBEE  Financial assets at amortised cost - 876,659 867,655 2,307,684 11,142,951 7,694,667 13367 22,902,983
BENRE Investment in an associate - - - - - - domem 42119
AREHEERE Investments in jointly controlled

entities - - - - - - 105,553 105,553
e Goodwil - - - - - - 776,364 776,364
BYAE Intangible assets - - - - - - 80,927 80,927
NEREETEE Premises and other fixed assets - - - - - - 3128922 3128922
i UH Investment properties - - - - - - 671,150 671,150
S Current income tax assets - - - - - - = =
RIEREEE Deferred income tax assets - - - - 69,923 - - 69,923
EEA Total assets 12472343 34429220 27,679,389  37,124964 69,349,417 57946955 15958813 254,961,101
8 Liabilities
it Deposits from banks 137,205 1,650,284 1,712,913 - - = - 3500442
TEEBIA Derivative financial instruments - 172,487 324,462 369,268 1,043400 1,287,030 - 3196667
RHEEERRMER Trading liabilities - 160,498 969,028 440,132 1,017 - - 1,570,675
LASTE Deposits from customers 102,005,801 69,682,077 8,705,645 6,874,190 2,633,632 - - 189,901,345
BRINFRE Certificates of deposit issued - 1,007,680 464,932 6,551,296 101,894 - - 8,125,802
IR RER Subordinated notes - - - 1964475 1,863,983 - - 3828458
HERR Lease liabilties - 15,207 38,223 120,033 297,806 218,181 - 689,450
AR RER Other accounts and accruals,

MERERE excluding lease liabilties 74176 2,302,903 426,634 1,399,689 1,132,838 1,062,585 1,622,343 8,021,168
JEREERE Current income tax liablities - - - 389,147 - - - 389,147
ERHEAR Deferred income tax liabilfies - - - - 46,978 - - 46,978
BE4i Total liabilities 1022172712 74,991,086 12,641,837 18,108,250 7,121,548 2,567,796 1,622,343 219,270,132
FREMEE Net liquidity gap (89,744,929)  (40,561,866) 15,037,552 19,016,714 62,227,869 55379159 14336470 35,690,969
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3. HXEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 REBELEM @ 3.4 Liquidity risk (Continued)
342 FEHZZH ) 3.4.2 Maturity analysis (Continued)
1EANE  SEANE
184 E3EALAT BE 1) £

HEEE T 3monthsor Over E5E 5EM E

Repayable Upto  less but over 3months  Over 1 year Over  EEHH &)
2019%12A318 At 31 December 2019 on demand 1 month 1 month to 1 year to5 years 5 years Indefinite Total
gE Assets
ReRERIME Cash and balances with banks 2702507 10237478 5505282 = - = - 18445267
ERMEERR Placements with banks maturing

3BT between one and twelve months = - 536381 100632 - = - 6332707
HEEERBNES Trading securities - 1,421,589 3,300,172 3,666,192 - - - 8,387,953
KATEEAEES Financial assets at fair value

STABRNEREE through profit or loss - 209,681 119,087 - - - 351,963 680,731
TEERIE Derivative financial instruments - 113,890 165,364 161,405 99,941 37,330 - 577,930
FRER RS Advances and other accounts 8,286,929 24820985 12,114,339 17413443 39,691,811 41,603,952 1,891,491 145,822,950
IATEFSAEESA  Financial assets at fair value

B2 ENRREREE through other comprehensive income - 4,575,692 3,073,933 4819849 19,818,864 9,884,005 3,338,714 45511,057
DR ATIENSREE  Financial assets at amortised cost - 1,183,886 1,338,685 2,573,479 6,349,223 4,284,350 13,369 15,742,992
BENARE Investment in an associate - - - - - - 3,888,775 3,888,775
HERHEERE Investments in jointly controlled entities - - - - - - 96,363 96,363
S Goodil - - - - - - 874,603 874,603
BIAE Intangible assets - - - - - - 80927 80927
TEREMETAE Premises and other fixed assefs - - - - - - 2,586,252 2,586,252
VIS Investment properties - - - - - - 1,166,842 1,166,842
ERAE Currentincome tax assets - - = 1083 - - - 103
ELRELE Deferred income tax assets - - - - 115,597 - - 115,597
BEAT Total assets 10,989,436 42,563,201 30943243 29641727 66075436 55,809,637 14,289,299 250,311,979
af Liabilties
LT Deposits from banks 136,602 1,501,656 - - 826,811 - - 2,465,069
THESRTE Derivative financial instruments - 86,900 125,357 148847 302,558 429,366 - 1,093,028
REEERENAR Trading liabilties - 183036 2771834 895,491 9907 - - 551655
ZEEH Deposits from customers 81,947,563 62,759,682 22,700,037 11,129,850 3,570,836 7,329 - 182115297
BRINERE Certificates of deposit issued - 1,183,319 1,039,441 4,059,898 468,167 - - 6,750,825
BEER Subordinated notes - - 1,755,635 - 3,754,546 - - 5,510,181
HEafk Lease liablities - 15,109 30,030 125,185 241,792 20,565 - 434,681
EfERE RER Other accounts and accruals,

TfERERRE excluding lease iabities TI514 5488602 82760 2298590 602825 1221448 1460374 12,082,113
HEfEa R Current income tax liabilties = 9,567 = 473,821 - = = 483,388
EEHBAR Deferred income tax liabilities - - - - 56,298 - - 56,298
BEAT Total liabilities 82,161,679 72,884,161 29,265,094 19,131,682 9,923,740 1,680,708 1,460,374 216,507,438
et liz:a Net liquidity gap (11,172,243)  (30,320,960) 1,678,149 10510045 56,151,696  54,128929  12,828925 33,804,541
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3. HX¥RREEm)
3.4 RBELEAMR@®)
3.4.2 ZEH ¥ (&)

RBERARFERERAGENBEHEEELEAND
FREBZBRMERR  Ba D28 B 2 RerHR
DITFIREAT -

3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk (Continued)
3.4.2 Maturity analysis (Continued)

In respect of certificates of deposit held for investment purpose
and included in total assets as at the end of the reporting period,
the relevant balance, analysed based on the remaining period to
contractual maturity is shown as follows:

1BARL
3R 3EANL
FUT EE  1E0E

DHEE 1EAINT  3monthsor Over B5E SN
Repayable Upto lesshutover ~ 3months  Over1year Over EFEHRH 2
on demand 1 month 1 month tolyear  tobyears Syears  Indefinite Total

2020512A318 At 31 December 2020

FERER : Certificates of deposit held included in:

IATEFEAEEE A Financial assets at fair value through other
A2 ERGEHEREE comprehensive income

DERRATIRESRMEE  Financial assets at amortised cost

2019412318 At 31 December 2019

FERER : Certificates of deposit held inclued in:

IATEFEAEEET A Financial assets at fair value through other
A2 ERGEHEREE comprehensive income

DERRATRESREE  Financial assets at amortised cost

BEEBGEHRENXNBRNZIENFERLE &
BEEE+THER - HRETHNEBRZEESR
TEENHREARER - HRTME - =24
RHBERETEER - MEENFRRAERESA
FEER - B gEERRR -

BESEENINERUABORAS RIS
it B RS - RETEEERDES REE
% RELSHHEERROESHE -

AEE—RIENE=TSREEEHIZHND
RES  ENERNERERERTABRIEAN
MBEESFTREINAENSHE - HRRZEE
AERIHSRRIEABESRES - FARE
HEEZEEAENARENSNESBARNER
BENASHNK -

= = = 100,110 244,238 = = 344,348
= 238,090 99,967 1,407,544 = - - 1,745,601
= = 13,989 = 100,110 = = 114,099
= 416,308 300,000 644,994 90,000 = - 1461302

The matching and controlled mismatching of the maturities and interest
rates of assets and liabilities are fundamental to the management
of the Group. It is unusual for banks to be completely matched, as
businesses transacted are often of uncertain term and of different
types. An unmatched position potentially enhances profitability, but
also increases the risk of losses.

The maturities of assets and liabilities and the ability to replace, at
an acceptable cost, interest-bearing liabilities as they mature are
important factors in assessing the liquidity of the Group and its
exposure to changes in interest rates and exchange rates.

Liquidity requirements to support calls under guarantees and
standby letters of credit are considerably less than the amount of the
commitment because the Group does not generally expect the third
parties to fully draw funds under the agreement. The total outstanding
contractual amount of commitments to extend credit does not
necessarily represent future cash requirements, as many of these
commitments will expire or terminate without being funded.
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3. HX¥RREEm) 3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 REBELERER@® 3.4 Liquidity risk (Continued)
343 BEAXBHHAZ KB BEE7R 3.4.3 Undiscounted cash flows by contractual maturities
TRINTAEEFIETECRBEZENE - 17 The table below presents the cash flows payable by the Group under
S eRMBEREZFRERMTESRITIAKE 2R non-derivative financial liabilities, derivative financial liabilities that will
B ORRERARZANINHERGREREEEEY be settled on a net basis and derivative financial instruments that will
WEM o RNIIRZEBRELARBBRR SR - be settled on gross basis by remaining contractual maturities at the
MASKBEKEE 2 RMBERABRCAEEES end of the reporting period. The amounts disclosed in the table are the
HIRENE &R contractual undiscounted cash flows, whereas the Group manages the

inherent liquidity risk based on expected undiscounted cash inflows.

REEBFRFEEELEE 2HTETHABE - The Group’s derivatives that normally will be settled on a net basis

include:

. SNESTAET A - BN S INEEIRE - SNEHA o Foreign exchange derivatives: OTC currency options, currency
B R SINEEARE futures, exchange-traded currency options;

. FESTHETA : FxzH - BRERFXREH . Interest rate derivatives: interest rate swaps, forward rate
HHNZ SRR - FIEEE REAMFEES agreements, OTC interest rate options, interest rate futures and
N other interest rate contracts; and

. BEmEITAET R « Bt KRN o Equity derivatives: equity options and equity futures.

.

AEEREREBEEAEFE 7 ITAET AR The Group’s derivatives that will be settled on a gross basis include:

. SNESTAET A : RHEISNE - SMNESRER e Foreign exchange derivatives: currency forward, currency swaps;

o FELTATE : FIFis i RSB R Eig e Interest rate derivatives: interest rate swaps and cross currency
B & interest rate swaps; and

. FEEMITAETR  GREABEL - e Credit derivatives: credit default swaps.

AFEmEBBERATR 20205 F3] 251



252

RIFEER R M ot

NOTES TO THE FINANCIAL STATEMENTS

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

3. HX¥RREEm)

3.4

REE SRR @

343 BEABIEH 2 KB BE LT (%)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual maturities

(Continued)
1fEANLR 3EAKE
3EAHMUT 21f 1£0E
1fAZUT 3 months or Over B5F
Upto less but over 3months  Over1 year 5ENE A%
2020F12A31H At 31 December 2020 1 month 1 month to 1 year to5years  Over5 years Total
FETARSR Non-derivative cash flow
af Liabilities
BITER Deposits from banks 1,805,393 1,701,134 4,098 - - 3,510,625
R Deposits from customers 127,400,638  49,045973 11,854,680 2,713,224 - 191,014,515
FEEERENAR Trading liabilities 160,500 969,008 440,126 1,008 - 1,570,642
BEANESE Certificates of deposit issued 1,032,951 473,063 6,598,777 102,543 - 8,207,334
{#EEH% Subordinated notes 43,361 - 2083648 1,962,136 - 4,069,145
HEaE Lease liabilities 16,121 39,946 126,446 316,929 222,892 722,334
EftafE Other liabilities 2,214,553 655,872 815,190 428,448 253,054 4,367,117
BEEH Total liabilities
(R%3I4R) (contractual maturity dates) 132,673,517 52,884,996 21,902,965 5,524,288 475,046 213,461,712
fIETARER Derivative cash flow
REFEEE TESRIA Derivative financial instruments settled
on net basis (16,257) 940 314 (554) 594 (14,963)
RERREE 7 {TESRTA Derivative financial instruments settled
on a gross basis
it 8% Total outflow 11,706,176 | | 21,479,924 | | 29,343,852 3,977,676 1,256,574 | | 67,764,202
MALH 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.
3.4 REBESREK @
343 BAEAFEHZ KB EEZ @)

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

3.4.3 Undiscounted cash flows by contractual maturities

(Continued)
1EBANERE  3MEAME
SEAFAT 2E 1EME
1EAZLT  3monthsor Over Z5hE
Upto less but over 3months  Over 1 year SEL + fat
20195128316 At 31 December 2019 1 month 1 month to 1year to5years  Over5 years Total
FHTETARRIR Non-derivative cash flow
a8 Liabilities
BT Deposits from banks 1,642,858 7,132 4,081 826,958 - 2,481,029
REGS Deposits from customers 105,542,637 44,892,514 29,893,888 3,983,055 - 184,312,094
FEEERENAR Trading liabilities 1,840,000 2,781,000 904,717 10,119 - 5,535,836
BEANERE Certificates of deposit issued 1,114,587 1,053,599 4,257,623 483,697 - 6,909,506
kEEK Subordinated notes 43557 1,809,075 126,074 4,088,018 = 6,066,724
MEERE Lease liabilities 16,080 31,878 132,025 253,872 24,649 458,504
Efat Other liabilities 5,496,399 TH34T 1,250,572 5,518 345679 7841515
AELR Total liabilities
(AfEIHA) (contractual maturity dates) 115,696,118 51,316,545 36,570,980 9,651,237 370,328 213,605,208
(TETARSR Derivative cash flow
RFBEE/TEERTA Derivative financial instruments settled
on net basis (14,014) (6,393) (41,969) (6,266) - (68,642)
ROBEE(TESRTA Derivative financial instruments settled
on a gross basis
i 8% Total outflow 28,484,074 24,631,710 31,354,261 3,621,619 1,346,641 89,438,305
MALE Total inflow (28,463,955) | |(24,642,771) | |(31,352,847) | | (3,313,787) | | (1,177,818) | |(88,951,178)
20,119 (11,061) 1,414 307,832 168,823 487,121
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AR L A Do 4 T, A TobAL L RA Tk
3. HMEBEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 REBELRMR @ 3.4 Liquidity risk (Continued)
344 BEERMEKIEE 3.4.4 Off-balance sheet items
TREFEATIER : Included in the table below are the following items:
. EEERTEFEE REMRY 2 ERRE . Loan commitments by reference to the dates of the contractual

(BREBAGEEERBERIERMTIAZA
WAL EH)

REA SR B A BRI GRS 2 B 7 2
&

AEEAEBEAZ T BUBL &S 4R ER
ARAY NNz HEREMTESE &

amounts of the Group’s off-balance sheet financial instruments
that commit it to extend credit to customers and other facilities;

o Financial guarantees based on the conditions existing at the
reporting date as to what contractual payments are required;

° The future minimum lease payments under non-cancellable
operating leases in respect of operating lease commitments
where a Group company is the lessee; and

. BEEERRBIEARRE - . Capital commitments for the acquisition of buildings and
equipment.
1R 1 E
No later Z54F 58 E &5t
2020%12A31H At 31 December 2020 than 1 year 1-5years Over 5 years Total
EIUAIE Loan commitments 74,263,218 2,176,395 19,751 76,459,364
PR A R EAM S BARTS Guarantees, acceptances and
other financial facilities
- EREERERE - 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
S TH AR Operating lease commitments 9,304 19,649 - 28,953
B EIE Capital commitments 108,241 89,999 - 198,240
A&t Total 76,292,759 2,400,327 23227 78,716,313
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FINANCIAL RISK MANAGEMENT (Continued)

Liquidity risk (Continued)

3.4.4 Off-balance sheet items (Continued)

1R S
No later Z5F 5 &t
201912 431H At 31 December 2019 than 1 year 1-5years  Over 5 years Total
EURE Loan commitments 76,388,203 2,111,719 686,125 79,186,047
R AR Guarantees, acceptances and
H & g AR other financial facilities
- EREERERE - Guarantees and standby letters
of credit 1,051,259 40,065 - 1,091,324
- REREEERE - Documentary and commercial
letters of credit 967,813 - - 967,813
AR FR XA Operating lease commitments - 193,283 234,407 427,690
BRESE Capital commitments 147,096 - - 147,096
=H) Total 78,554,371 2,345,067 920,532 81,819,970

35 ZMEERABZAFE
(F) AFEZEE

AFEXRRAREFSAARRAEES
EEOGEEREFRF CEHIER -2
ZEREVERKRERRZBERESHT
AZERF - HEHRREIE KRR
B EEAERMERRAEEE (ER) B
MHETT - MAEAERDERRE @ BERA
FEEBRIEZ TR -

EMTRZAFEDERATMSER TS
SEENTBAETZEFRSTHERE
PR R B AN 2 BIE - T (B
RAER A BRLE B GETAMGE -

3.5

Fair values of financial assets and liabilities
(a) Determination of fair value

Fair values are subject to a control framework that the Board is
held responsible for ensuring proper valuation governance and
control processes of the Group. It delegates the responsibility for
overseeing the valuation process for financial instruments to the
TIRC. Valuation is performed independently by RMCD and where
appropriate, by independent and professionally qualified valuers
and actuaries and the valuation results are periodically verified to
ensure the integrity of the fair value measurement process.

The fair value of financial instruments is the price that would be
received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement
date under current market conditions regardless of whether
that price is directly observable or estimated using a valuation
technique.
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3.
3.

a» a» @ P -
L PY 1 X YAL ) a»
@ P DT DS
B 7S b B 2R () 3. FINA
5 ¢REEREBEZAFE®

(F) RAFEZEE®E

RemTEZ HREBFETHARSH - X
S BN TFRAR  EERBMEE
I - AIRERERM S HREZER
TH - NERMS cRE/AFERKKA
FZRBE - WARFEBRER - WERE
EXERBEFEABRELE  AEEK
RREEEZETPEXFRATHRERRAT

B2 B - that is most representative of fair value in the circumstances is

NCIAL RISK MANAGEMENT (Continued)

(a) Determination of fair value (Continued)

used by the Group.

Mem TR ZAIBRMIGREREEEE
15 AEEFREERERZR ZMER
EMETZESMIAZATE  BERER
ERIBEBRETEEER  c NEAZESR
TAZMERER NEERSAREFER
FERE AT B ER(HR (a0« FE - [ER R E)
M EEEE) MERIBREFERTAE
BUKIE o FIAnN RIS A 2 A T ER R
BARKE @R IRETE o REINESRZ
ANFE—BIBRRTRBEXRGE - i
BRI A TEAREEEEEIGE - 1
Black-Scholest&E Y -

forward rates and the fair value of option contracts is derived
using appropriate pricing models, such as Black-Scholes model.

AEEFEMRIFRELEAHGERRE - U
BErEeRBAEIEEBAATEFEZH
REZHRE - WAREZEEREER
BEZEETE TREeRAZFARBELZ
Wit o WAKREZEEEEWE - AEZE
BLHA ASEEEIMHZFREZE

8 o a loss on these liabilities because the value of the liabilities has

increa

MEFE - ARGERFZERBEBERZ2H
SRFABZNRAESER  EhLEFE
ZEERNTSERER -
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sed.

consideration of the current market developments.

3.5 Fair values of financial assets and liabilities (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

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

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

Price data and parameters used in the measurement process
are reviewed carefully and adjusted, if necessary, to take
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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)

(b) Fair value hierarchy

The Group measures fair values using the following hierarchy

that reflects the significance of the observable and unobservable

inputs used in the fair value measurement:

Level

Descriptions

Quoted prices (unadjusted) in active markets for
identical assets or liabilities. This level includes equity
securities and derivatives that are listed on exchanges.

Inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices). This level includes the majority of the OTC
derivative contracts.

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.
3.5

B BB B 2 ()
TREEREEZATFE®
(Z) RFEZEF
BRAFEAECEERAE

3.
3.5

FINANCIAL RISK MANAGEMENT (continued)
Fair values of financial assets and liabilities (Continued)
(b) Fair value hierarchy (Continued)

Assets and liabilities measured at fair value:

BEMAFETE Recurring fair value measurements
F1R EPE e 34K &5t
2020%12H31H At 31 December 2020 Level 1 Level 2 Level 3 Total
AR Desctriptions
AAYERTE B A& S Financial assets at fair value
SFABTZRERMERE through profit or loss
BEBESH Debt securities - 5,080,047 33,109 5,113,156
ERMES Equity securities 524,244 - - 524,244
TTESRmT A Derivative financial instruments
REEERE Held for trading 11,387 945,983 - 957,370
R e Held for hedging - 189,831 - 189,831
AT EF=BESE Financial assets at fair value
ST AHM R through other comprehensive
SREE income
B5ES Debt securities - 41,747,048 - 41,747,048
ez 7R 5 Equity securities 4,550,097 16,070 82,489 4,648,656
BNV EETE 2 EES5T Total assets measured at fair
value 5,085,728 47,978,979 115,598 53,180,305
LAAF{EETE B E&E 5t Financial liabilities at fair value
AEBZHERIBE through profit or loss — held
for trading
REEEASR Debt securities - 1,570,675 - 1,570,675
PTEERMI A Derivative financial instruments
BIEEER®E Held for trading 5,479 899,670 - 905,149
A R EEH Held for hedging - 2,291,518 - 2,291,518
AT EFE28ESET Total liabilities measured at fair
value 5,479 4,761,863 - 4,767,342

RERFBIRHNEEZ CRMEERIF LTE
GBS REFRE - WEEREERAF

BN - EEKAEAR -

# 2202012 431 A K%2019F12 831 A 1E
FE - HESREENABESAKELLF

BEERPHEIRG - REEZ
=/ .

BREMK

Financial assets classified as Level 3 assets represent investments
in unlisted equity securities and debentures. They are stated at
fair value which approximates the cost.

For the year ended 31 December 2020 and 31 December 2019,
there were no transfers of financial assets and liabilities into or
out of the Level 3 fair value hierarchy. The changes in carrying
value represent the revaluation gains/losses.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



DEB an G5 TP o €D < EB 3 o B
3. HKEREEm
35 TRMEERABZAFE®® 3.5
(Z) RFEZER

BAVEFEZEERAE

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

3. FINANCIAL RISK MANAGEMENT (Continued)

(b) Fair value hierarchy (Continued)

(&)

Fair values of financial assets and liabilities (Continued)

Assets and liabilities measured at fair value: (Continued)

KEMHATEFE®R) Recurring fair value measurements (Continued)
F1K FoM FE3 a5t
201912 A31H At 31 December 2019 Level 1 Level 2 Level 3 Total
AR Descriptions
AR EFZEEHE Financial assets at fair value
FSFABTZRNERMERE through profit or loss
B ES Debt securities 33,034 8,716,721 33,259 8,783,014
EEMES Equity securities 285,670 - - 285,670
TS T A Derivative financial instruments
REEEASR Held for trading 10,114 457,652 - 467,766
B e Held for hedging - 110,164 = 110,164
NWAFEFEAHE Financial assets at fair value
FTAH A 2 EESRY through other comprehensive
SREE income
B5ES Debt securities - 42,155,937 - 42,155,937
ERMES Equity securities 3,255,923 16,482 82,715 3,355,120
BNV ETE2EES5T Total assets measured at fair
value 3,584,741 51,456,956 115,974 55,157,671
ARAFEZEEHE Financial liabilities at fair value
StABSEHERERE through profit or loss — held
for trading
FEEERZ Debt securities - 5,516,558 - 5,516,558
TTESmT A Derivative financial instruments
FEEERZ Held for trading - 370,356 - 370,356
A R EEH Held for hedging - 722,672 = 722,672
BAFEREZ Total liabilities measured at fair
B8EAE value - 6,609,586 - 6,609,586
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3.

FINANCIAL RISK MANAGEMENT (Continued)

3.5 Fair values of financial assets and liabilities (Continued)

(c) Financial instruments not measured at fair value

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.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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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)

3.5 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:

BREE E18R A 3R AFE
2020%12H31H At 31 December 2020 Carrying value Level 1 Level 2 Level 3 Fair value
LREE Financial assets
LABEBRRK AR BR ) Financial assets at

SREE amortised cost 22,902,983 - 23,094,662 13,366 23,108,028
LRERE Financial liabilities
BETHEHE Certificates of deposit issued 8,125,802 - 8,137,099 - 8,137,099
REER Subordinated notes 3,828,458 - 3,840,512 - 3,840,512

RAE 1R FoM% F3 ~TE
2019124311 At 31 December 2019 Carrying value Level 1 Level 2 Level 3 Fair value
SREE Financial assets
LABEBRRK AT BR A Financial assets at

SREE amortised cost 15,742,992 - 15,757,661 13,369 15,771,030
EHAR Financial liabilities
BETHERE Certificates of deposit issued 6,750,825 - 6,752,003 - 6,752,003
BEEK Subordinated notes 5,510,181 - 5,590,049 - 5,590,049
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G LA T T EpAT A, AL A
3. HMEBEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.6 EXEE 3.6 Capital management
AEBERERZ BIZA The Group’s objectives when managing capital are:

To comply with the capital requirements set by the banking and
insurance regulators in the markets where the entities within the
Group operate;

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

To maximise returns to shareholders and optimise the benefits to
other stakeholders; and

° To maintain a strong capital base to support the development of
its business.

3.6.1 Banking business

Capital adequacy of and the use of regulatory capital by the Group’s
Hong Kong banking subsidiary is monitored regularly by the Group’s
management, employing techniques based on the guidelines
developed by the Basel Committee, as implemented by the HKMA, for
supervisory purposes. The required information is filed with the HKMA
on a quarterly basis.

Under the regulatory framework in Hong Kong, DSB is required to meet
three capital ratios, namely, the Common Equity Tier 1 capital, Tier
1 capital and Total capital respectively against risk-weighted assets.
The internationally agreed minimum of these three ratios are set at
4.5%, 6.0% and 8.0% respectively and are adopted by the HKMA. In
order to comply with HKMA'’s requirements as stated in the SPM CA-
G-5 on “Supervisory Review Process”, DSB is required to set further
buffers, to reflect material risks not included in the minimum regulatory
capital calculation, arising from regulator’s requirements, internal
assessment of risks and the results of stress tests under the Pillar 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.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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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)
3.6 Capital management (Continued)
3.6.1 Banking business (Continued)

Risk-weighted amount is the aggregate of the risk-weighted amounts
for credit risk, market risk and operational risk, and covers both on-
balance sheet and off-balance sheet exposures. On-balance sheet
exposures are classified according to the obligor or the nature of each
exposure and risk-weighted based on the credit assessment rating
assigned by an external credit assessment institution recognised by
the HKMA or other rules as set out in the Banking (Capital) Rules,
taking into account the capital effects of credit risk mitigation. Off-
balance sheet exposures are converted into credit-equivalent amounts
by applying relevant credit conversion factors to each exposure, before
being classified and risk-weighted as if they were on-balance sheet

exposures.

The principal forms of capital included in the balances on the
consolidated balance sheet are share capital, retained profits, other
equity instruments and other reserves. Capital also includes collective
provisions and regulatory reserve for general banking risks as allowed
under the Banking (Capital) Rules.

Capital adequacy of and the use of regulatory capital by the Group’s
Macau banking subsidiary, BCM, and banking subsidiary in China,
DSB China, are monitored regularly by the Group’s management,
employing techniques based on the guidelines provided by the
Autoridade Monetéria de Macau (“AMCM”) and the China Banking
and Insurance Regulatory Commission (“CBIRC”) respectively for
Supervisory purposes.

The required information is filed by BCM with the AMCM and by DSB
China with the CBIRC on a quarterly basis. The AMCM requires BCM
and the CBIRC requires DSB China to maintain a ratio of own funds or
capital base to total risk-weighted exposures (i.e. the capital adequacy
ratio) not lower than the required statutory minimum of 8%.

Certain non-banking subsidiaries of the Group are also subject to
statutory capital requirements from other regulatory authorities, such as
the Securities and Futures Commission.
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3.7

3. FINANCIAL RISK MANAGEMENT (Continued)
3.6 Capital management (Continued)
3.6.2 Insurance business

In each market in which the Group’s insurance subsidiaries operate,
the local insurance regulator specifies the minimum amount and type
of capital that must be held by each of the subsidiaries in addition
to their insurance liabilities. The minimum required capital must be
maintained at all times throughout the year. The Group’s subsidiaries
are subject to insurance solvency regulations in the markets in which
they issue insurance and investment contracts, and where they have to
comply with the local solvency regulations. The Group has embedded
in its asset and liability management framework the necessary tests
to ensure continuous and full compliance with such regulations. The
solvency requirement of each insurance company in each market is
subject to local requirements, which may differ from jurisdiction to
jurisdiction.

3.7 Fiduciary activities

The Group provides custody, trustee, wealth management and
advisory services to third parties, which involve the Group making
allocation and purchase and sale decisions in relation to a variety of
financial instruments. Those assets that are held in a fiduciary capacity
are not included in the 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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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

3. FINANCIAL RISK MANAGEMENT (Continued)

3.8 Insurance risk

The Group manages insurance risk through its underwriting strategy
and reinsurance arrangements.

The Group is subject to concentration risk arising from natural disasters
accidents or epidemics. The Group’s underwriting strategy seeks
diversity to ensure a balanced portfolio and is based on a portfolio of
similar risks over a number of years and, as such, it is believed that
this reduces the variability of the outcome. Premium pricing is set at
an appropriate level that corresponds with the underlying exposure of
the risks underwritten. The Group has a company-wide retention limit
on risks and reinsures the excess of risks under facultative and treaty
reinsurance arrangement.

Within the insurance process, concentrations of risk may arise where
a particular event or series of events could impact heavily upon
the Group’s liabilities. Such concentrations may arise from a single
insurance contract or through a small number of related contracts, and
relate to circumstances where significant liabilities could arise.

4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES

The Group makes estimates and assumptions that affect the reported
amounts of assets and liabilities within the next financial year. Estimates
and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. Changes
in estimates and assumptions may have a significant impact on the
results of the Group in the periods when changes are made. The
application and selection of different estimates and assumptions, and
their subsequent changes, could affect the Group’s profit and net asset
value in the future. The Group, based on its high-level assessment
of the sensitivity impacts on the reported assets and liabilities of the
Group arising from the changes in critical accounting estimates and
assumptions, believes that the estimates and assumptions adopted
are appropriate and reasonable, and the financial results and positions
presented in the Group’s financial statements are fair and reasonable

in all material respects.
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4. EREHBERBZEESTHETRA 4. CRITICAL ACCOUNTING ESTIMATES, AND

W7 () JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

() EHEEFREFENTE (@) Measurement of the ECL allowance

BB ATERAATEFE AELEE AR The measurement of the ECL allowance for financial assets measured

temEmkase eMEENTEREEBEERNGT at amortised cost and FVOCI is an area that requires the use of

EREHEEREMER KA MR R B RF complex models and significant assumptions about future economic

EETA(PIANEFELN 2 AR RS B2 BK) conditions and credit behaviour (e.g. the likelihood of customers

MEARR 2 EE - AAREIE2ENEESE defaulting and the resulting losses). Explanation of the inputs,

28 - BRI EENES.2.2H E— 5 assumptions and estimation techniques used in measuring ECL is

MEE - AP B TIEHEEBEEEELER further detailed in note 3.2.2, which also sets out key sensitivities of

BEMEZHRE - the ECL to changes in these elements.

ERgRENTERHEEBEEFEETEXR A number of significant judgements are also required in applying the

FIEr - flan accounting requirements for measuring ECL, such as:

. EEEERRAEE Iz 28 ; . Determining criteria for significant increase in credit risk;

. BESE EARBRUAESTEESHEE . Choosing appropriate models and assumptions for the
518 measurement of ECL;

. EMEER,/ MISE AR BEREE &AE . Establishing the number and relative weightings of forward-
HINEERENBREEEE & looking scenarios for each type of product/market and the

associated ECL; and

. BN rEERNAR T ETEEE . Establishing groups of similar financial assets for the purposes of
EEBRS - measuring ECL.

B AN SR B A it 0 B 1 0 A I K2 5t A 5 A Detailed information about the judgements and estimates made by the

BRIER M 5E3.2.2 © Group in the above areas is set out in note 3.2.2.
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

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.

() 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.
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4. CRITICAL ACCOUNTING ESTIMATES, AND

JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(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.

() 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.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



a» -
DR
4., FERASHBEEZEEZSHEFRHY

(=)

(2) RERBEAT  EERT(EER
71) 2 BT S

AREBEREBEEBEHELFET(EEREIER
BERITZIREETERRMERE -

ZEHERRE 2 FHELREEEREZEAE
BEEAKEEERRZAFELRZSE - £
BENEEERBEEEEMNIBREZBEEHZ
RLUBERNPERASREME - ZEEFNER
EIEE 2 HE I RN AR R Z RRAR B 5
ZREREGREEZRERE -

M2020612A31H - EREMECFREERK
REESBRITZIRENEEE - Bt - RBZE
2020F12 A1 HIEFE - AEBESERTZ
& 7 BRHE{E B R E531,000,00075 7T (20194 -
287,000,000/ 7T ) °

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

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

() 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. CRITICAL ACCOUNTING ESTIMATES, AND

JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(g) Determination of the lease term

In determining the lease term, management considers all facts and
circumstances that create an economic incentive to exercise an
extension option, or not exercise a termination option. Extension
options (or periods after termination options) are only included in the
lease term if the lease is reasonably certain to be extended (or not
terminated).

For leases of properties, the following factors are normally the most
relevant:

° If there are significant penalties to terminate (or not extend), the
Group is typically reasonably certain to extend (or not terminate).

° If any leasehold improvements are expected to have a significant
remaining value, the Group is typically reasonably certain to
extend (or not terminate).

° Otherwise, the Group considers other factors including historical
lease durations and the costs and business disruption required
to replace the leased asset.

Most extension options in property leases have not been included in
the lease liability, because the Group could replace the assets without
significant cost or business disruption.

The lease term is reassessed if an option is actually exercised (or
not exercised) or the Group becomes obliged to exercise (or not
exercise) it. The assessment of reasonable certainty is only revised if
a significant event or a significant change in circumstances occurs,
which affects this assessment, and that is within the control of the
lessee. During the current financial year, the Group has not exercised

any extension or termination options.
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5. ARPAEHMBRARRRBEES 5. STATEMENT OF FINANCIAL POSITION AND
RESERVE MOVEMENT OF THE COMPANY
AR BB IS AR R R Statement of Financial Position of the Company
12A31H
As at 31 December
2020 2019
IEMBNE = Non-current assets
HEBRARIERE Investments in subsidiaries 6,106,201 6,106,201
MENEE Current assets
R —RE B A B Z SRITAE Bank balances with a subsidiary 80,258 91,934
BRI ZE12EAR Placement with a subsidiary maturing
EIEAMTE R between one and twelve months 56,494 23,360
LARFEEE B HEEA Financial assets at fair value
EtrmliiaEesmEE through other comprehensive income 898,587 898,587
FEUHR K E A AR B Accounts receivable and other accounts 3,008 4,963
FEU BB A BIFRIE Amounts due from subsidiaries 3,272,587 3,259,288
4,310,934 4,278,132
mENEE Current liabilities
TEREAKEMIRE Accrued expenses and other accounts 32,794 27,838
ERIEB A RFIE Amounts due to subsidiaries 60,676 54,676
93,470 82,514
FMENE B Net current assets 4,217,464 4,195,618
10,323,665 10,301,819
s EQUITY
A& Share capital 4,248,559 4,248,559
HAtbf#E Other reserves
(PREREB &) Z(B)  (including retained earnings) Note (a) 6,075,106 6,053,260
EEaE Total equity 10,323,665 10,301,819

BEET2021F3 H24 B R IRFEREA o

March 2021.
FMEZE EEE Gary Pak-Ling Wang
EBEE EEAAETE Director

Approved and authorised for issue by the Board of Directors on 24

Hon-Hing Wong
Managing Director
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Reserve movement of the Company

STATEMENT OF FINANCIAL POSITION AND
RESERVE MOVEMENT OF THE COMPANY (Continued)

EARHE REER

Capital Retained =y

Reserve Earnings Total

201951 A1H At 1 January 2019 256,027 6,337,563 6,593,590
FEHT Profit for the year - 524,275 524,275
150 8 5 3 AR AR A7) Repurchase of ordinary shares - (591,635) (591,635)
20185 RN B 2018 final dividend - (348,336) (348,336)
20195 HAR B 2019 interim dividend - (124,634) (124,634)
20194128318 At 31 December 2019 256,027 5,797,233 6,053,260
202061 A1H At 1 January 2020 256,027 5,797,233 6,053,260
FEET Profit for the year - 453,271 453,271
2019F REARR B 2019 final dividend - (345,140) (345,140)
20205 HfiR B 2020 interim dividend - (86,285) (86,285)
20205124318 At 31 December 2020 256,027 5,819,079 6,075,106

BIR1993F 12 A1 B BB FHAIAZEER - WHEER
199312 A20 B AR R = AR Z - RAFRG &
18 Bl )5 256,027,000 /8 T W B R EE A EERA © %
256,027,000/ T # B E 4R & BRI B B R 8 -

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020

HK$256,027,000 has been applied against goodwill.

By a special resolution passed on 1 December 1993 and subsequently
approved by the Supreme Court of Hong Kong on 20 December 1993, the share
premium of the Company was reduced by HK$256,027,000 and this amount
was transferred to a capital reserve account. On consolidation the reserve of
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NOTES TO THE FINANCIAL STATEMENTS

(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 banking
business and insurance business. For banking business, operating
performances are analysed by business activities for local banking
business, and on business entity basis for overseas banking business.
For insurance business, resources allocation and performance
evaluation are based on insurance business entity basis.

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

° 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.

o 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.
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6. EEIERFT@ 6. OPERATING SEGMENT REPORTING (Continued)
. RBREBPEASE 2RBIERESEE . Insurance business includes the Group’s insurance and pension

fund management business. Through the Group’s wholly-
owned subsidiaries in Hong Kong and 96% owned subsidiaries
in Macau, the Group offers a variety of insurance products and

services.

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

For the purpose of segment reporting, revenue derived from
customers, products and services directly identifiable with individual
segments are reported directly under respective segments, while
revenue and funding cost arising from inter-segment funding
operation and funding resources are allocated to segments by way
of transfer pricing mechanism with reference to market interest rates.
Transactions within segments are priced based on similar terms
offered to or transacted with external parties. Inter-segment income or
expenses are eliminated on consolidation.

All direct costs incurred by different segments are grouped under
respective segments. Indirect costs and support functions’ costs are
allocated to various segments and products based on effort and time
spent as well as segments’ operating income depending on the nature
of costs incurred. Costs related to corporate activities that cannot be
reasonably allocated to segments, products and support functions are
grouped under Others as unallocated corporate expenses.
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6. EEIERFT@ 6. OPERATING SEGMENT REPORTING (Continued)
HZE2020F12A31HILEE For the year ended 31 December 2020
AR  EERT BT RREER BER
Personal Commercial ~ Bf&%¥#%  Overseas Insurance Hity Inter- st
Banking Banking Treasury Banking  Business Others segment Total
FHEMA/ () Net interest income/(expenses) 1,584,254 1,124,905 669,395 486,130 11,001 (156,484) - 3,719,201
FFRIBMA/ (i) Non-interest income/
(expenses) 1008393 194070 197802 117623 247,795 104561 (18136 1,852,108
NhERREEEE Total operating income/
WA/ (ZiH) (expenses) net of insurance
claims 2,592,647 1,318,975 867,197 603,753 258,796 (51,923) (18,136) 5,571,309
2Ed Operating expenses (1,630,344) (504,889) (185,689) (507,522) (138,630) (70,946) 18,136  (3,019,884)
NBEERESENZZE Operating profit/(oss) before
wil/ (BR) credit impairment losses 962,303 814,086 681,508 96,231 120,166  (122,869) - 2,551,425
EEHERE Credit impairment losses (342,197) (151,822) (20,102) (131,768) (738) (1,041) - (647,668)
HREERERERZEE Operating profit/(oss) after
wil/ (BR) credit impairment losses 620,106 662,264 661,406 (35,537) 119,428 (123,910) - 1,908,757
HEREMERLMET  Net loss on disposal and
EEREATERZ 2 fair value adjustment of
FEE investment properties and
other fixed assets (2,902 - - (68) (3,825) (138,985) - (145,780)
HENATETEEESE) Net gain on disposal of
STAEMAERENSE  financial assets at fair
BE2 & value through other
comprehensive income = - 13,448 - - - - 13,448
EEZAEEE Impairment loss on goodwil - (98,239) - - - - - (98,239)
FEIEBMENR £ Share of results of an associate - - - 710,370 - - = 710,370
5%%“&7&§2ﬂ@§5}ﬁ Impairment loss on the
investment in an associate - - - (531,000) - - - (531,000)
EIREREGIER ZEE  Share of results of jointly
controlled entities = = = = - 33,190 - 33,190
B/ (58) Profit/(loss) before taxation 617,204 564,025 674,854 143,765 115,603 (229,705) - 1,885,746
BB/ Taxation (expenses)/credit (101,353 (110,166)  (111,368)  (19,217)  (17,024) 16,414 - (342,714)
FERF/(BB) Profit/(loss) for the year 515,851 453,859 563,486 124,548 98,579 (213,291) - 1,543,032
HZ20205 127318 For the year ended
IHEE 31 December 2020
WEREHEER Depreciation and amortisation 74,976 14,965 7,135 56,312 9,833 230,747 - 393,968
120205127316 At 31 December 2020
PEEE Segment assets 53,965,730 66,782,037 84,562,197 38,200,663 4,753,741 11,990,176  (5,293,443) 254,961,101
PERME Segment liabilities 112,788,974 46,684,129 16,220,032 29,899,300 1,767,611 17,203,529  (5,293,443) 219,270,132
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6. EEIERFT@ 6. OPERATING SEGMENT REPORTING (Continued)
HZE2019F12831HILFE For the year ended 31 December 2019
EASST  BESO BMRETT  RREH EER
Personal Commercial ~ EfE%#%  Overseas  Insurance Hih Inter- 5]
Banking Banking Treasury Banking Business Others segment Total
FHSMA/ (i) Net interest income/(expenses) 1,690,585 1,262,484 748,168 497,382 25,194 (98,769) - 4125044
FFRIBMA/ (i) Non-interest income/
(expenses) 949,299 194,505 1,539 138,119 158,218 54,251 (16,722) 1,479,209
NBERBREEZLERN/ Total operating income/
(&) (expenses) net of insurance
claims 2,639,884 1,456,989 749,707 635,501 183,412 (44518) (16,722) 5,604,253
BERH Operating expenses (1,655353)  (528318)  (179202)  (507.483)  (128408)  (1676) 16722 (2,983719)
NBEERESEMNZ2E Operating profit/(loss) before
i/ (BR) credit impairment losses 984,531 928,671 570505 128,18 55,004 (46,194) - 262053
EEHERE Credit impairment losses (260,484) (72,934) (9,240) (12,250) (89) (1,658) - (356,649)
NGEERESERZ  Operating profit/(oss) after
EEEH/(FR) credit impairment losses 724047 855737 561265 115768 54,921 (47,852) - 2263886
HEREMERLMETE Net (oss)/gain on disposal
ENEQTEFEZF  andfair value adjustment of
(B8B)/ investment properties and
other fixed assets (8,524) - - 58 1,782 (80,654) - (82,338)
HENATFEFEEEES Net loss on disposal of
SAEMEZAYNENEE  financial assets at fair
BEFER value through other
comprehensive income = - (24 - - - - (24)
il NG Share of results of an associate - - - 701,857 - - - 701,857
BENAIRE ZREER  Imparment loss on the
investment in an associate - - - (287,000) - - - (287,000)
ElELREHER2%E  Share of results of jointly
controlled entities = = = = = 32,072 - 32,072
BHARR/ (58) Profit/(loss) before taxation 720,523 855,737 561,241 530,683 56,703 (96,434) - 2,628453
AL /B Taxation (expenses)/credit (118,812) (141,019) (92,584) (18,262) 16,212 9,503 - (344,962)
FERAN/ (BB Profit/{loss) for the year 601,711 714718 468657 512,421 72915 (86,931) - 2283491
HZ2019F12A31A For the year ended
IH5E 31 December 2019
WEREHER Depreciation and amortisation 78,802 16,658 6,548 60,525 3,421 207,577 - 373531
20196124318 At 31 December 2019
PEEE Segment assets 53,809,806 66,154,676 84,671,487 38,406,836 4,367,675 8315560  (5414,061) 250,311,979
PEEE Segment liabilities 108,290,918 44,136,433 19,835,415 30,335,062 1,764,788 17,558,883  (5,414,061) 216,507,438

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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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
FIE WA Interest income
B RERITHAE Cash and balances with banks 283,421 512,180
BHIEE Investments in securities 1,364,467 1,770,480
FHEHEREEMARE Advances and other accounts 4,582,618 5,234,691
6,230,506 7,517,351
FEZH Interest expense

RITERBEPEK

ERTNERE
1A
AEAE(H30(Z))
it

FEWABRE
— KIEEERENRFMARFEFE
BEEHHAERNEREE

— UAHEFER RS AR MER
WasH SR E A
— SRR AR SREE

FEXHEE
—RARFEAEREEHABENERAE

REZE2020F K2019F12 A31 B L E » WiERE
REREBEZFEWA -

Deposits from banks/Deposits from

customers 2,186,553 2,810,742
Certificates of deposit issued 126,852 157,184
Subordinated notes 137,815 284,480
Lease liabilities (Note 30(b)) 10,490 13,508
Others 49,595 126,393

2,511,305 3,392,307

Included within interest income
— 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 852,468 1,432,432
— Financial assets at amortised cost 5,324,839 5,944,346

6,230,506 7,517,351

Included within interest expense
— Financial liabilities not at fair value
through profit or loss 2,468,478 3,282,172

For the year ended 31 December 2020 and 2019, there was no interest
income recognised on impaired assets.
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8. ERBERMSWA 8. NET FEE AND COMMISSION INCOME
2020 2019
REERASKRA Fee and commission income
KUARATFEZ B EESH:TA Fee and commission income from
BEaleREERBEZREE financial assets and liabilities not at
MAASKA fair value through profit or loss
—EERE@ZRBEMMAT — Credit related fees and commissions 170,451 186,003
—Z oA — Trade finance 78,218 87,301
—fEAK - Credit card 254,537 337,774
HAfRISE RAS WA Other fee and commission income
—BHELEAE - Securities brokerage 192,202 105,861
—IRBREHE R E A — Insurance distribution and others 263,390 315,650
—ZERERUEEERS — Retail investment and wealth
management services 287,946 272,717
—RITRBERFEE — Bank services and handling fees 65,587 68,677
—Hih 2= — Other fees 66,477 54,553

1,378,808 1,428,536

REERASZE Fee and commission expense
KUARATFEF=E B EESH:TA Fee and commission expense from

BaNemEERABEZRBEE financial assets and liabilities not at

kAEZT fair value through profit or loss

—FREERAS - Handling fees and commission 196,202 273,205

—BENEMER — Other fees paid 10,062 18,870

206,264 292,075

AEEME=FRHETE 25t bEBEERE The Group provides custody, trustee, corporate administration, and
BEHERS - BEXUERBHEESUAREAS investment management services to third parties. The assets subject
DR/ELTNESEIZIHEHRERNA © to these services are held in a fiduciary capacity and are not included

in these financial statements.
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9. FEEWA 9. NET TRADING INCOME
2020 2019
AR T B2 B HE B ABmH Dividend income from financial assets
EREEZREWLA at fair value through profit or loss 13,600 16,284
SN B B F U e Net gain arising from dealing in
foreign currencies 323,157 73,516
FEEERENREF O F = Net gain on trading securities 14,133 13,709
BEEBEABRMITETREZ FIES /(EE) Net gain/(loss) from derivatives
entered into for trading purpose 48,657 (88,192)
RAAHESE HRERem I A Net gain arising from financial
FU instruments subject to fair
value hedge 895 7,181
UAFER =2 B R8T ABe=H Net (loss)/gain on financial instruments
ST HAZF(EER), e at fair value through profit or loss (24,373) 9,668
376,069 32,166

10. FRERHEMKA

10. NET INSURANCE PREMIUM AND OTHER INCOME

2020 2019

— AR General Insurance:
REWALEZE Gross premiums written 862,751 851,098
ARAIBRER 2 (REBEF Movement in unearned premiums (6,875) (52,206)
EHEZREBFE Gross premiums earned 855,876 798,892
IRBUA B 2 DIRIDEE Gross premiums written ceded to

reinsurers (357,413) (817,827)
RATBRE 2 REZE) 2 D IR(DEE Reinsurers’ share of movement in

unearned premiums 1,665 (9,544)
ERINZRELE RN Reinsurers’ share of gross premiums

earned (355,748) (827,371)
REWAFEE Net insurance premium income 500,128 471,521

KIeBmEBER AR 2020F F3)]
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11. HZERA 11. OTHER OPERATING INCOME
2020 2019
AAFER 2 B EE8) A2 E R Dividend income from investments
BiEm M TRIRE 2R EWA in equity instruments at fair value
through other comprehensive income
— FARIHER - Derecognised during
the year
— FhiRE - Listed investments 13,052 7,280
—RERFE - Held at the end of the year
— biig&E - Listed investments 79,639 79,512
—FEEMRE - Unlisted investments 5,298 8,781
LB HEMAERE Gross rental income from
investment properties 29,381 37,264
Hipf WA Other rental income 15,445 13,988
EAth Others 12,434 13,487
155,249 160,312
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12. REBERERZHFHE 12. NET INSURANCE CLAIMS AND EXPENSES
2020 2019

—RRARE General Insurance:
BENRE - FlmkER Claims, benefits and surrenders paid 461,409 664,564
EEEEY Movement in provisions (39,923) (388,960)
RieREBBNMRRAEGEED) Gross insurance claims and movement

in insurance liabilities 421,486 275,604
BENZRE - FIZEMRRZDRDEE Reinsurers’ share of claim, benefits and

surrenders paid (239,219) (431,752)
EHESEE 2 D IRNEE Reinsurers’ share of movement in

provisions 96,784 413,589
RERREBRLERRABEEEH 2 DRDEE Reinsurers’ share of insurance claims

and movement in insurance liabilities (142,435) (18,163)
REERERERR B EEE) 2 F5E Net insurance claims and movement in

insurance liabilities 279,051 257,441
RieMeZHFeE Net insurance commission expenses 72,831 63,810
&t Total 351,882 321,251
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13. ®EXH 13. OPERATING EXPENSES
2020 2019
& BB R AE A5z i Employee compensation and benefit
expenses
— I REMAEER — Salaries and other staff costs 2,012,370 1,874,437
—BUNRB) — R FTEIGE(R)) - Government grant — Employment
Support Scheme (Note (a)) (67,803) -
— LARR 1D R BT R 2 Bt 1R 1 (P97E45) — Provision for share-based
compensation charged (Note 45) 821 1,406
—RR& X — REHGEE - Pension costs - defined
contribution plans 108,548 109,590
TEREMETEES L - TRIENE Premises and other fixed assets
expenses, excluding depreciation
—TEMESZ M (MF30(2.)) — Rental of premises (Note 30(b)) 3,497 4,678
—Hit - Others 209,870 197,914
e Depreciation
—17EE R E A E E A E (T FE30(F)) — Premises and other fixed assets
(Note 30(a)) 200,762 192,221
— B Rz (MFE30(2.)) — Right-of-use properties (Note 30(b)) 193,206 181,310
EE RIEEES S Advertising and promotion costs 86,182 104,220
ENfl « SCAREE Printing, stationery and postage 53,481 52,292
ZEETEN S Auditors’ remuneration 10,703 10,599
Hith Others 208,247 255,051
3,019,884 2,983,718
= Note:

() 1720205 - AEESRF T HEBBFRLAIIR
TURESHER AR GBI (TR 5T )
R ZEEASBNERBFRHEMESIE - U
REBTAIESHREMNET - RIBMMRAFE IFHEIN
B ARETNMEREXRMBEEES - X
REBRH AR EEETE -
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(@) 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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14. EEM< 14. DIRECTORS’ EMOLUMENTS

BRABNTEHIE383 R AR (EEEFE The emoluments of the Directors of the Company in respect of the
RHEEE ) A - AR A EEHRMEHME S 5K E period of directorship disclosed pursuant to section 383 of the Hong
At Kong Companies Ordinance and the Companies (Disclosure of

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

BRFARE

REZRER

BEA
Incentive ~ MRGAEE  BHNERHE
bonuses i ) ZEEHER

¥e 2N accrued (§F1) Employer's
RENFE inrespect  Share-based contribution At
Salary, of services  compensation to retirement (§2)
Bz Year ended E=H¢ allowancesand rendered payment benefit Total
202012831 HILEE 31 December 2020 Directors’ Fee  benefits in kind in the year (Note 1) schemes (Note 2)
Ed:3 Chairman
TFERE David Shou-Yeh Wong 1,000 5,946 15,750 - - 22,696
HEE Executive directors
BEELE Hon-Hing Wong (Derek Wong) - 8,718 3,008 - - 11,726
FHERE Gary Pak-Ling Wang - 6,144 11,900 - 492 18,536
FHUTES Non-executive directors
alE—%k Eiichi Yoshikawa 320 - - - - 320
ERZENEE Yoshikazu Shimauchi 320 - = = - 320
BIFGTES Independent non-executive
directors

PEREE Robert Tsai-To Sze 950 - = = - 950
REERE Andrew Kwan-Yuen Leung 470 = = - - 470
St Paul Michael Kennedy 500 - - = = 500
BIREEL David Wai-Hung Tam 500 - - - = 500
GHRLE Paul Franz Winkelmann 520 = = - - 590
& Total 4,580 20,808 30,658 - 492 56,538
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14. EEMEmw 14. DIRECTORS’ EMOLUMENTS (continued)

R Note:

1. AR 1EAER B 2 SN BRERFEARETT 1. Share-based compensation payment includes both equity-settled and
R LARRHE 2 B S SR IR A TR & 2 A 2 A cash-settled share based payment on the share options exercised or
RDIVERBER 2 T o AR 2 ARG 1ER cancelled during the year. For equity-settled share based compensations,
EMT A 2HM - ERRANEE R RREREITE it represents the cost borne by the Group recognised on the exercise of
REREENI L - MABREI N ZARNBIER the share options while for cash-settled share based compensation, it
BT 2B - B RITEEE R 5 represents the cash payment, being the difference between the exercise
B AT5EA 5 B AR 8IR D 2 FHU(E © 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.

2. ERZERRMARNRITEEGR R A REHE 2. For directors who are also directors of Dah Sing Banking Group Limited
RRAIZESE  HAZZEMBARINZHHER or its subsidiaries, remuneration paid by these subsidiaries are included
BE LI ZERETHMERTA © in the consolidated total remuneration set out above.

3. REFANXRNFHEL - WERAEEEFETE 3. No significant transactions, arrangements and contracts in relation to
AIEARS « REREHK  HFARRARAEF— the Group’s business to which the Company was a party and in which
ARARRIZEEZEESMBEEERBREARR a director of the Company had a material interest, whether directly or
7 (20194 : &%) ° indirectly, subsisted at the end of the year or at any time during the year

(2019: Nil).

4. REE2020F12831 B LFE » WERTRES 4. No other emoluments were paid to or receivable by any director in
MEEEARRRNEMBAREHHEE 2 LMk respect of directors’ other services in connection with management of the
TR A ST ATE T E BN E (20195 « £%) © affairs of the Company or its subsidiaries undertakings during the year

ended 31 December 2020 (2019: Nil).

5. RER - WELNEIEEH 2 RESENTES 5. No termination payments or benefits were made to the directors and no
T2 0 4 A PEER EE = AR 7S 1 [R) 66 = 75 S S sl S A+t consideration was provided to or receivable by third parties for making
(B (20194 « &) - available directors’ services during the year (2019: Nil).
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€
14. EEMEwm 14. DIRECTORS’ EMOLUMENTS (Continued)
BRFARHE
T 2 iR
R

Incentive ~ DARGAER  EAKEFEE
bonuses £ oSN ZEEER

e EH accrued (1) Employer’s
REMFE inrespect  Share-based  contribution to =)
Salary, of services  compensation retirement (32)

i Year ended %08 allowances and rendered payment benefit Total
2019512A31BEFE 31 December 2019 Directors’ Fee  benefits in kind in the year (Note 1) schemes (Note 2)
£ Chairman
FEEE David Shou-Yeh Wong 1,000 5,903 18,000 - - 24,903
HIES Executive directors
BERLAE Hon-Hing Wong (Derek Wong) - 8,654 3,438 - - 12,002
FRALE Gary Pak-Ling Wang - 6,099 13,600 - 492 20,191
FHTES Non-executive directors
BllE—%E Eiichi Yoshikawa 312 - - - - 312
AMR—%4E Kenichi Yamato 200 - - - - 200
IERENLE Yoshikazu Shimauchi 111 - - - - 111
RRERE John Wai-Wai Chow 118 - - - - 118
BUENTES Independent non-executive directors
LEWEE Robert Tsai-To Sze 909 - - - - 909
PIEREE Seiji Nakamura 158 - - - - 158
REERE Andrew Kwan-Yuen Leung 442 - - - - 442
BREEE Paul Michael Kennedy 479 - - - - 479
ERERE David Wai-Hung Tam 448 - - - - 448
RifER L. Paul Franz Winkelmann 241 - - - - 241
Ch Total 4418 20,656 35,038 - 492 60,604
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15. BReaME2Z5L AL 15. THE EMOLUMENTS OF THE FIVE HIGHEST PAID
INDIVIDUALS
(i) Bie#st () The aggregate emoluments
2020 2019
e FE  BEYmREMmER Salaries, housing, benefits in kind and
other allowances 91,780 99,666
RNERGFHE 2 EEH-RK Employer’s contribution to retirement
benefit schemes 1,511 1,511
93,291 101,177

(i) SUBSWAATHEMMESARMT

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

AE
Number of individuals
2020 2019
B ITTHKS
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 - 23,000,000 1 -
23,500,001 - 24,000,000 = 1
24,500,001 - 25,000,000 - 1
5 5

w5 REMEWAZATRA © B362(20194 : 3
)AES - LN ESHeE i a Lz i
147 -

AREER - ARSI A ]R8 = WA A T3 AT
S - ERIMASINBEARE 2 RE AR AE

LisfiRmBAATHHEBEEREEZFE
P RIS TN AN SR B 2 AR RO TR IR ERBYTEAT

Included in the emoluments of the five highest paid individuals were
the emoluments of 3 (2019: 3) Directors. Their respective Directors’
emoluments have been included in Note 14 above.

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

The emoluments of the five highest paid individuals shown above
included incentive bonuses accrued in respect of the services rendered
and the Group’s performance for the financial year.
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16. EERERFE 16. CREDIT IMPAIRMENT LOSSES
2020 2019
FTIG M (HIBR B B 2 E48) New allowances net of allowance
releases 746,312 467,670
W Bl 38 7 B 8H 2 IR Recoveries of amounts previously
written off (98,644) (111,021)
647,668 356,649
DR Attributable to:
—EFEX — Advances to customers 603,479 342,581
— Hpth & a & B — Other financial assets 36,862 11,693
— BRI RS ER — Loan commitments and financial
guarantees 7,327 2,375
647,668 356,649
17. BB 17. TAXATION
BB B TIR B E A IH 5T FE =R B m B AR & Hong Kong profits tax has been provided at the rate of 16.5% (2019:
16.5% (20194F : 16.5% ) IR  /FINE K TD 16.5%) on the estimated assessable profit for the year. Taxation on
2 F A IME FT FE R m FIK AN & B A & 15 overseas profits has been calculated on the estimated assessable
B 2IBITBRGE - profit for the year at the rates of taxation prevailing in the countries in
which the Group operates.
REEMBERRAABEEIHEREZE - KEHZE Deferred taxation is calculated in full on temporary differences under
HIBBERBNRE Er] TR PTER 2 B the liability method at the tax rates that are expected to apply in the
RIEDHRER © year when the liability is settled or the asset is realised.
2020 2019
RELHIE Current income tax:
—HBNEH - Hong Kong profits tax 285,454 344,674
— 85I BIR - Overseas taxation 29,963 35,080
—RNBEFETR 2B — Under-provision in prior years 6,462 604
RIERI A (FT7E38) : Deferred income tax (Note 38):
—FARERNEENES KM — Origination and reversal of timing
differences 10,357 (13,663)
—8R /(R )BT EE — Utilisation/(recognition) of tax
losses 10,478 (21,733)
e Taxation 342,714 344,962
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17. BE @) 17. TAXATION (Continued)
REBRTADEF 2 BIIBA RN ERE & D R AN The tax on the Group’s profit before taxation differs from the

FHREAE ZIEREERAOT

theoretical amount that would arise using the weighted average tax

rate applicable to profits of the consolidated companies as follows:

2020 2019
R A v A Profit before taxation 1,885,746 2,628,453
REBIETE16.5%TH 2 Bi1A Tax calculated at Hong Kong profits tax
rate of 16.5% 311,148 433,695
BIRRHBRR Tax effects of:
HpBIZR 2 AR R Different taxation rates in other
countries 12,252 (2,872)
BRI A Income not subject to taxation (52,871) (88,832)
TREHIRAIZ H Expenses not deductible 173,096 126,448
VAT 15 ELRE 2 35 2 B i 8 B 2 Results of associates and jointly
- [F] 470 | s 5 e 4 iti
ARG XA controlled entities reported net of
tax (122,684) (121,098)
RAEERIRLEHREENHIEER Tax losses for which no deferred tax
asset was recognised 4,099 3,521
ERBERAERNHTER Utilisation of previously unrecognised
tax losses (289) (6,504)
REMEEY T ERZIEE ltems recorded in other
comprehensive income 11,501 -
RBEFENTZRE Under-provision in prior years 6,462 604
BIA Taxation 342,714 344,962
18. RE 18. DIVIDENDS
2020 2019
BRI - SRE®IR0.27/57T Interim dividend paid of HK$0.27
(20194 : 0.397% 1) (2019: HK$0.39) per ordinary share 86,285 124,634
BRI, Hg_g;@ﬂgo_eﬁ%ﬁ Proposed final dividend of HK$0.67
(20194F : 1.08/87T) (2019: HK$1.08) per ordinary share 214,115 345,140
300,400 469,774
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19. BRER 19. EARNINGS PER SHARE
2020 2019
(&) (A7)
(HK$) (HK$)
FRZEF| Earnings per share
EXRREE Basic and diluted 3.62 5.28
2020F 2 R EARZF R EREERF THIRR The calculation of basic earnings per share and fully dilutive earnings
£ #%1,158,152,000 7% 7t (2019 : 1,707,809,000 per share for 2020 is based on earnings of HK$1,158,152,000 (2019:
BIT) REAE BT L MR G 2 NHETF15 & HK$1,707,809,000) and the weighted average number of 319,575,100
319,575,100/% (2019 : 323,269,621 % )51 & - (2019: 3283,269,621) ordinary shares in issue during the year.
LRARAR D 2 A 2t E BB RN T The calculation of weighted average number of ordinary shares
XKt (R 2 RN EBR S 2 & - has taken into account the effect of the share buy-back transaction
described in Note 41(a) below.
20. HERERITHER 20. CASH AND BALANCES WITH BANKS
2020 2019
B o RIERITHIAEER Cash and balances with banks 4,842172 2,760,160
RIS RSN Money at call and short notice 11,278,691 15,685,771

16,120,863 18,445,931

kR REZER Less: impairment allowance
— P& ERA - Stage 1 (1,363) (664)

16,119,500 18,445,267
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21. BEEERAZNBESRUAFEFTE 21. TRADING SECURITIES AND FINANCIAL ASSETS AT
BHSBARSNEMEE FAIR VALUE THROUGH PROFIT OR LOSS
2020 2019
REEBEABNES Trading securities:
BEi%Es Debt securities:
—&ELM — Listed in Hong Kong 30,089 20,681
—3EET — Unlisted 5,049,958 8,367,272

5,080,047 8,387,953

AT EF 2 BB ABRNEeREE Financial assets at fair value through
profit or loss:
BEBES Debt securities:
—JEETm - Unlisted 33,109 395,061
33,109 395,061
RERMES Equity securities:
—&ELEM — Listed in Hong Kong 103,994 276,964
— BB ETT - Listed outside Hong Kong 420,250 8,706
524,244 285,670
557,353 680,731
a5t Total 5,637,400 9,068,684
PRERBEFAR Included within debt securities are:
—BHEZR(ZERREER) - Treasury bills which are cash
equivalents 482,991 1,606,484
—HtBEER - Other treasury bills 4,566,967 6,781,469
—BTES — Government bonds 30,089 =
— B At ERES - Other debt securities 33,109 395,061
5,113,156 8,783,014
R2020F 2019512 A318 @ LR Ea As at 31 December 2020 and 2019, there were no certificates of
HERBFERE ° deposit held included in the above balances.
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21. HEEERENESRUQAFETE 21. TRADING SECURITIES AND FINANCIAL ASSETS AT
BEHSBET ABENEREE® FAIR VALUE THROUGH PROFIT OR LOSS (Continued)
HIEEBERSZNESFRARA T EFEBEEH)5T Trading securities and financial assets at fair value through profit or
ANE=ER SR EEREITHEERNS AT - loss are analysed by categories of issuers as follows:
2020 2019
— R RBUF R R ERTT — Central governments and central
banks 5,080,047 8,387,953
—iR1T R EM B EiE - Banks and other financial
institutions 23,368 42,290
—1% - Corporate entities 533,985 638,441

5,637,400 9,068,684
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22, fTHEERMIA 22. DERIVATIVE FINANCIAL INSTRUMENTS
R2020F 12 A1 HARRHTTAETAEA N2 BEAR The notional principal amounts of outstanding derivatives contracts
SREQNFERAT : and their fair values as of 31 December 2020 were as follows:
an/
EueHE A¥E
Contract/ Fair values
notional BE =R
amount Assets Liabilities
1) FEEERBRZITETA 1) Derivatives held for trading
) 9MEPTET A a) Foreign exchange derivatives
mEANEBESH Forward and futures contracts 63,788,312 857,935 (821,340)
B A Koo ) 9INEE B Currency options purchased and
written 9,794,008 16,681 (16,661)
Z) FIRPTETA b) Interest rate derivatives
M Z 4= Interest rate swaps 5,149,560 48,888 (44,691)
B A Ko 7| 2= B A Interest rate options purchased and
written - = -
A) B ETETAR ¢) Equity derivatives
= WSOl Frg kil Equity options purchased and written 747,112 33,866 (22,457)
HIEEERGZITET R Total derivative assets/(liabilities) held for
BE/(BE)E: trading 79,478,992 957,370 (905,149)
2) FEEHRABRZITETAR 2) Derivatives held for hedging
) 1EU R TFHEE 2 0T a) Derivatives designated as fair value
TA hedges
F =45 5 Interest rate swaps 41,984,638 189,831 (2,291,518)
BRSSP RGO E T EEE Total derivative assets/(liabilities) held for
(BaB)&E hedging 41,984,638 189,831  (2,291,518)
OERAZITESm T E&E,  Total recognised derivative financial assets/
(BE)&st (liabilities) 121,463,630 1,147,201 (3,196,667)
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22. fTE€®mIAm 22. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
R2019F12 A1 B ARFMTTA T EA N2 BHEAR The notional principal amounts of outstanding derivatives contracts
S REQNFERT : and their fair values as of 31 December 2019 were as follows:
&4,/
BESE A¥E
Contract/ Fair values
notional BE af&
amount Assets Liabilities

1) FEEERBRZITETA 1) Derivatives held for trading

) 9MEPTET A a) Foreign exchange derivatives
RHRBESRN Forward and futures contracts 86,096,017 429,147 (346,656)
B A Ko ) 9INEE B Currency options purchased and
written 8,583,805 11,034 (10,733)
Z) FIRPTETA b) Interest rate derivatives
1| 2= 42 B Interest rate swaps 4,476,095 17,185 (10,537)
B A Ko 7| 2= B A Interest rate options purchased and
written 674,220 - (240)
A) R ETETAR ¢) Equity derivatives
B\ R H e e M A Equity options purchased and written 269,764 10,400 (2,190)
HEBEBERGITETR Total derivative assets/(liabilities) held for
BE/(afE)Eas trading 100,099,901 467,766 (370,356)

2) FHEEHRABRZITETAR 2) Derivatives held for hedging
) 1EU R TFHEE 2 0T a) Derivatives designated as fair value
TA hedges
71| 2= 451 B Interest rate swaps 38,285,505 110,164 (722,672)

RSN RGO E T EEE Total derivative assets/(liabilities) held for
(AfB)Ast hedging 38,285,505 110,164 (722,672)

OERAZITESm T E&E,  Total recognised derivative financial assets/
(BE)E&st (liabilities) 138,385,406 577,930 (1,093,028)
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22. fTE€®mIAm

22. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

ERARFAREB I I ERFREERE 2 ¥ The credit risk weighted amounts of the above off-balance sheet
Z712A31HEEBERINEB NEE AR INE exposures as at 31 December, before taking into account the effect
HFE - 25T of bilateral netting arrangements that the Group entered into, are as
follows:
2020 2019
ERAEH Exchange rate contracts 793,796 721,897
FEEH Interest rate contracts 83,423 64,608
Hih &4 Other contracts 50,505 17,423
927,724 803,928
ETAEZANHEERENBREHRRARS The contract amounts of these instruments indicate the volume of

B WTRERERBEE -

transactions outstanding as at the end of the reporting period, they do
not represent the amounts at risk.

FEERBINEREN2EEESE REL 2(RT The credit risk weighted amounts are the amounts that have been
X (BR)RADMTE 2 HEE  stEME 2 28R calculated with reference to the Banking (Capital) Rules issued by the

BIZZHF MRS HFIENE

DAH SING FINANCIAL HOLDINGS LIMITED A

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

1 J a® b a® b a» a® a® a® a® a® b
HETD @ ¢ > ED gp T a® ¢y €D gp @ @ TP ¢ @ TP ¢ HED @D ¢ >H T g @D
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23. ZFEEXRRHAMERER 23. ADVANCES AND OTHER ACCOUNTS
K&
Restated
2020 2019
REEREE Gross advances to customers 137,577,384 136,946,773
kR - ORELEE Less: impairment allowances
—PEER1 — Stage 1 (486,431) (474,635)
—PEER2 — Stage 2 (208,225) (152,754)
—PEER3 - Stage 3 (556,508) (381,197)
(1,251,164)  (1,008,586)
136,326,220 135,938,187
e Trade bills 3,791,124 3,393,863
MR REZLER Less: impairment allowances
— &1 - Stage 1 (8,848) (1,982)
—[&ER2 — Stage 2 (11) (7)
(8,859) (1,989)
3,782,265 3,391,874
Hh & E (Mi7E32) Other assets (Note 32) 7,833,678 6,525,431
MR RELER Less: impairment allowances
— P& ERA — Stage 1 (12,516) (10,026)
—[&ER2 - Stage 2 (547) (598)
—PEER3 — Stage 3 (24,293) (21,918)
(37,356) (32,542)
7,796,322 6,492,889
FHERREMEEE Advances and other accounts 147,904,807 145,822,950

R20206F @ EAEEETHR ZEERREM
fRB JETIIR - S E WO BEM S0 TERE
EEEE R T - HELBRBRFEERIIR - A
NAEARFZFIRE o

In 2020, right-of-use assets have been categorised under “Premises

and other fixed assets” under Note 30 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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- @ “
23. BEEXRNHEMERR @

(B) BEEEFERRBRzEBEHEEK
BRINE :

EFERLBNEEREREMERAAREMR
ERFMZEBaNMERETERS ZRBREF
o ANREABRAREERRERZRE - U@\
EBEZLBEE -

23. 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
REERMERS 2 BYSRER Gross investment in finance lease
receivable:
1F AR Not later than 1 year 1,670,776 2,393,950
1F A EE55 Later than 1 year and not later than
5 years 2,012,941 3,128,171
5FIA Later than 5 years 373,460 318,939

BMEMEZ AR BERA

BMEMEREFHR

BMEMEREFBRIOMMT

1EUR
1F LA EFE5F

5FAE

R20204F K22019F12 A31H » LallHRiEFHER
BEBAL R EERFEISRER -

R2020F 12 A31H  AEBEZEHREEER
FEAAWE 2 g E SRR EEES A
109,308,0003% 7T (20194F : 68,242,000/ 7T) °

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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24. UAFEFEEHSHFAHMEE 24. FINANCIAL ASSETS AT FAIR VALUE THROUGH

WENEmERE OTHER COMPREHENSIVE INCOME
2020 2019
AFES - Debt securities:
— &AL - Listed in Hong Kong 14,080,633 16,486,474
— BB ET - Listed outside Hong Kong 16,774,050 16,699,367
—FEm - Unlisted 10,892,365 8,970,096

41,747,048 42,155,937

EmIEFS Equity securities:
—HBALEM - Listed in Hong Kong 1,077,412 1,043,627
— BB LT - Listed outside Hong Kong 3,488,755 2,228,778
—3Em - Unlisted 82,489 82,715
4,648,656 3,355,120
A5 Total 46,395,704 45,511,057
PREEBELFAR Included within debt securities are:
— R B N RGE — Certificates of deposit held 344,348 114,099
—BHERE(ZERKRLER) — Treasury bills which are cash
equivalents 3,551,262 4,496,472
— Hfth BB = 4R — Other treasury bills 6,026,161 5,599,844
— B ES - Government bonds 123,458 118,594
— HhEBES — Other debt securities 31,701,819 31,826,928

41,747,048 42,155,937
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24. UAFEFEBEESEHTAEMEE
WEFENEREE @®)

24. FINANCIAL ASSETS AT FAIR VALUE THROUGH
OTHER COMPREHENSIVE INCOME (Continued)

2020 2019
AR HERF 8 B HEE 5 AHMEE K Financial assets at fair value through
LREERBITREERITAT other comprehensive income are
analysed by categories of issuers as
follows:
BEEES Debt securities:
— R R RERTT — Central governments and central
banks 9,700,881 10,214,910
— N - Public sector entities 134,779 190,269
—RITREM S R - Banks and other financial
institutions 7,590,109 6,252,370
— {3 — Corporate entities 24,321,204 25,498,313
—HAh — Others 75 75
41,747,048 42,155,937
EmEE S Equity securities:
—RIT R EM S EEE - Banks and other financial
institutions 536,366 578,484
— 1% - Corporate entities 4,112,290 2,776,636
4,648,656 3,355,120

46,395,704 45,511,057

ETUAFEFEEHEEZHTAEMEAKE
MEZETARERFANERREREEA X
MigHE - REIEERAE  REZAFEE
1,540,479,0007% 7T (2019 : 905,006,0005% 7T ) &
H & 25t k25 4189,246,000/5 T (2019 © E5f
28 459,913,000/ 7T) °

Certain investments in equity instruments measured at fair value
through other comprehensive income have been sold during the
year due to risk monitoring consideration. The fair value of the
investments at the date of derecognition was HK$1,540,479,000
(2019: HK$905,006,000) and its cumulative gain on disposal was
HK$189,246,000 (2019: cumulative gain of HK$59,913,000).
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

25. FINANCIAL ASSETS AT AMORTISED COST

2020 2019
BFES Debt securities:
—&ELEM - Listed in Hong Kong 8,751,193 4,531,678
— BB T - Listed outside Hong Kong 9,297,525 6,534,167
—3Ltm - Unlisted 4,878,617 4,688,755
22,927,335 15,754,600
HBR: BB LR Less: impairment allowance
— P& ERA - Stage 1 (24,352) (11,608)
axt Total 22,902,983 15,742,992
BREEEHESAE Included within debt
securities are:
— R AR RE — Certificates of deposit held 1,745,601 1,451,302
—BHERR — Treasury bills 1,308,909 2,225,843
—BNES — Government bonds 248,395 301,957
— B EBE S — Other debt securities 19,624,430 11,775,498
22,927,335 15,754,600
LA SRR AT BR ) S BB B Financial assets at amortised cost are
b o Sk Pal < -
BEATRIBRRID T - analysed by categories of issuers as
follows:
— PR REEAT B AR RERTT — Central governments and central
banks 1,557,304 2,527,800
— N - Public sector entities 293,469 75,294
—RIT R H M & R - Banks and other financial
institutions 7,707,121 5,987,980
—{b — Corporate entities 13,358,352 7,152,437
—Hh — Others 11,089 11,089
22,927,335 15,754,600

KIeBmEBER AR 2020F F3)]
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26. HEENTIRE 26. INVESTMENT IN AN ASSOCIATE
2020 2019
EIEEESFE Share of net assets 6,199,304 5,279,152
&S Goodwill 344,623 344,623
6,543,927 5,623,775
Nk - RELEE 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

300

REBPEEFRIT(EERT]) 2RENAFE
Ty2Z ERRITHRR N 20204 & 20194F 4% 2 W
{g °

R20204F R20194F12 A1 B 2B RN al 2 T BE
R -

The fair value of the Group’s investment in Bank of Chongqging
(“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:

o B 3 1t B FritERB DL
£=4 1 Place of incorporation and FEEK Percentage of
Name operation Principal activities interest in ownership
2020 2019
BERTT R AR HAE R1T
Bank of Chongging People’s Republic of China Banking 14.66% 14.66%
2020 2019
1A1H At 1 January 3,888,775 3,620,597
FEARERI (% AR Share of results, net of tax 710,370 701,857
FEIERRBIR A B Share of investment revaluation
reserve, net of tax 382 78,099
2HAIRE Dividend received (118,387) (80,344)
B R RIER Impairment loss charged (531,000) (287,000)
EHERRAMAEE Exchange differences and other
adjustments 327,787 (144,434)
12A31H At 31 December 4,277,927 3,888,775
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ZHERRZEE - EREZEFTEKR  HTMMEE
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PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

26. INVESTMENT IN AN ASSOCIATE (continued)
(a) Selected financial information of BOCQ

The statutory accounting reference date of BOCQ is 31 December.

For the year ended 31 December 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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26. BZEATRE @) 26. INVESTMENT IN AN ASSOCIATE (continued)
() EERITZREMEER @) (@) Selected financial information of BOCQ (Continued)
2020%F 20194F
9A30H 12H31H
At At
30 September 31 December
2020 2019
ERRTIEREERAREER Selected balance sheet information of
BOCQ
B e RIEPRBITHEER Cash and balances with central banks 43,885,655 35,824,824
FEUCE hERTT & & B Due from other banks and financial
institutions 66,139,034 68,530,009
BEFEERREBR Loans and advances to customers 306,971,588 267,144,967
Hi o REE Other financial assets 221,986,438 178,355,749
HiEE Other assets 12,754,357 10,706,630
BESE Total assets 651,737,072 560,562,179
e EMIRTT R & RidE Due to other banks and financial institutions 96,750,478 78,452,719
REEFER Customer deposits 370,884,276 314,316,390
Hih&mB R Other financial liabilities 126,469,718 117,860,442
Hin g & Other liabilities 7,846,215 6,748,298
BES: Total liabilities 601,950,687 517,377,849
EmhE Total equity 49,786,385 43,184,330
ik : BETZBER Less: Preferred shares issued (5,850,240)  (5,490,417)
bR < R IEHIRERRR Less: Non-controlling interests (2,084,751)  (1,861,234)
LR SRR Total equity attributable to ordinary
shareholders 41,851,394 35,832,679
ERRITZRRERAFTEAMBITLATH Reconciliation of BOCQ’s total
WEAZREEERE shareholders’ equity to the carrying
amount in DSB’s consolidated financial
statements
RIBITEER R ERAR DSB’s share of total shareholders’ equity 6,137,403 5,254,774
m: WERZERATERE Add: Goodwill and fair value adjustment at
acquisition 406,524 369,001
Bk : BE Less: Impairment (2,266,000) (1,735,000)
REE Carrying amount 4,277,927 3,888,775
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

26. INVESTMENT IN AN ASSOCIATE (Continued)

(@) Selected financial information of BOCQ (Continued)

20195

10818 Z

20204

9HA30H It

128 A
12months  #1F2019%F
from 12H31H
1 October HEE
2019 to Year ended
30 September 31 December
2020 2019

BERRITZRERERAR Selected income statement information of
BOCQ

EZ NN Net interest income 11,571,802 10,030,546
FREERAEIA Net fee and commission income 1,563,508 1,427,103
EXBBEER Loan impairment charges (4,995,097)  (4,100,652)
HIEX Tax expense (1,300,839)  (1,419,428)
R A Profit for the year 5,011,428 4,903,942
Hin 2 EU iz Other comprehensive income (39,250) 548,202
PHM R Total comprehensive income 4,972,178 5,452,144
BRERRITIRE Dividends received from BOCQ 118,387 80,344

(2) RE ZRE R R R2020 F #5322 R
=1

2020512 A31H - AEEESEERIT2REZ
AFEEEREREABERNI7E - At - AEEFE
HESEIRTZIRE 2 REEEITRE R AT
A E S5 -

MENRLHAGFEEREE(ERERDME
EZEBERTAIWESENZIRE 2 RHEE - £
REENRRBREEEGMEZERRITARNIRK
KRS REEREERTHMMEHNZER
REBEEFERZBEMRROAIELFEE  ER
MRAREREBRHE - BFANMEREENE
MBRXRTISERRAFMSERZ BERTHRA
AT EE o

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

(Z2) BEZRERRRR2020 F /#RB ZH
B (@)

ETERABEAEASHZREZATRE S
B AREEZRMAHEBRAREEMSEMIE
ERRNEFRFEEREEZIZ2BAE - HED
AEHAR M BB EIRTT 2 RAIE N R H TR
EERRITAREABHEZPHREHMERE
EHEEBRRTZARRERETFEEEER
ERHE -

RIEEE2020F12 A31 B 2 KR ET 251 - &
HERZEREEREEEMAERBER(ER
EHZ2019F12 A31 HE R Z 25URERR)
M AERRRE MEE 2 T e £ FEIAKRERE
B - NEBEF2020F12 431 B Z AR E T &R
BAR  BRRLEAEEAEER 2 DS RET
HARERTREZE2019F12 A31 B 2 25t EET
$21,735,000,000/8 o1& < R EE - R ARBRES
8 /531,000,000 7T ALt - 20204 F E
R (B R #5531,000,00078 T A BE ZIRE 2
{B{8%4,278,000,0007 7T °

SERHMBITZEAR B RWEBEZIREZ
REBAEF - HERFBTREEERITZRERE
BRob o MEZIREEFE N m NP IR E A
21,213,000,000/8 7T * #ZKE ZBERTZEKR
HSRIT 2 BAFTRILE -

a® a» a® a® (1 4 - a» a» a» a» a® a®
a» a» é» a» a» a» a» a»
(/N € mm mm mm -m (7N ) w (/N -Q € (7N (/N )
26. BEARRE@® 26. 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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27. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

2020 2019

FE ETARR - RAA Unlisted shares, at cost 20,000 20,000
FEAR U B 14 Share of post-acquisition reserves 85,553 76,363
105,553 96,363

720204 22019412 A 31 H A L R H Z 88 a0

The following are the jointly controlled entities as at 31 December 2020

1k and 2019:
hHEEEZEDL
o i 3t 2 FTEEBRRKE I Percentage of
Z1E Place of Principal activities and place effective interest
Name incorporation of operation in ownership
SREEIERR AR A A B8 REZ - BE
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong 13.333%
IREHMEFERIR AR B8 BB BE
Bank Consortium Trust Company Limited Hong Kong Mandatory provident fund business,
Hong Kong 13.333%
IREFERARA R B BB RN B
BCT Financial Limited Hong Kong Mandatory provident fund business,
Hong Kong 13.333%

AEBERBERER AR 2 EmmfBARKR
FIRTTRA - MRBEXAERIALRBESHE
RARIREHIERER DR Z2ENBARR]

The Group’s interest in Bank Consortium Holding Limited is held by
DSB, a subsidiary of the Company. Bank Consortium Trust Company
Limited and BCT Financial Limited are the wholly owned subsidiaries

of Bank Consortium Holding Limited.
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28. MiIBAT]

HR2020F12A831H » AR B ZMBERARMAT :

28. SUBSIDIARIES

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

2020:

FrERBBE S BRTEERRAR
Percentage of shares held Particulars of
ATERE TEEHR ST 2 B B issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
AMBITREBRA R REER BE
Dah Sing Banking Group Limited* Investment holding Hong Kong 74.37% - HK$6,894,438,231
AMEEERAR REER BE
Dah Sing Company Limited Investment holding Hong Kong 100% = HK$1,000,000
AARER(1976)BFR 2 R (7 () —MRiRM BE
Dah Sing Insurance Company General insurance Hong Kong 100% - HK$996,000,000
(1976) Limited (Note (a))
EmEX BRE
Dah Sing Holdings Limited Inactive Bermuda 100% = US$100,000
AFRBAEBR AR RipRE BE
Dah Sing Insurance Agency Limited Insurance agency Hong Kong 100% - HK$500,000
REER BHRE
Dah Sing International Limited Investment holding Bermuda 100% = US$100,000
B2 EBRUEHE
Dah Sing Medical Science Investment  Inactive British Virgin Islands 100% = US$50,000
Incorporated
B2 BE
Dah Sing Secretarial Services Limited  Inactive Hong Kong 100% - HK$2
EiE S BE
DSE Investment Services Limited Inactive Hong Kong 100% - HK$1,000,000
(Note (b)) (F£(2.))
i E S BN
Filey Investment Corporation Inactive Panama 100% - us$2
MERE RERUHES
High Standard Investment Ltd. Property investment British Virgin Islands 100% = uss$2
HKERERRAA B2 Bk
Newinner Investments Limited Inactive Hong Kong 100% = HK$2
EEX BE
WOF Escrow Limited Inactive Hong Kong 100% - HK$25,000,000
BEBR LT REER BE
World Prosper Limited Investment holding Hong Kong 100% = HK$1
RERK RBRTRS
Upway Wealth International Limited Investment holding British Virgin Islands 100% = US$1
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NOTES TO THE FINANCIAL STATEMENTS

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

28. SUBSIDIARIES (continued)

Fri6 R B DM

Percentage of shares held

ERTEBRRA
Particulars of

ATEE TEEHK S8 HiE B issued ordinary

Name of company Principal activity Place of incorporation Directly Indirectly share capital
EER EBRUHE

Cycle Chance Limited Inactive British Virgin Islands 100% = us$2

BRTARAH MERE BE

Fortune Land Corporation Limited Property investment Hong Kong 100% - HK$1

EEIRERAR EmEX Bk

Right Vision Limited Inactive Hong Kong 100% = HK$1
mE% BB

DSFH Limited Inactive Hong Kong - 100% HK$2
REER RBRUHES

DSGl (1) Limited Investment holding British Virgin Islands - 100% US$1
REER RERUHE

DSLI (BVI) (1) Limited Investment holding British Virgin Islands - 100% US$1
REER EBRUHES

DSLI (2) Limited Investment holding British Virgin Islands - 100% US$1
REER RBRUHS

DSMI Group Limited Investment holding British Virgin Islands - 100% US$1

BREEXARAA E2% BB

Luen Fung Investment Company, Inactive Hong Kong = 100% HK$303,000

Limited

BRI AR AF — MR R

Macau Insurance Company Limited General insurance Macau - 96% MOP220,000,000

BFIRAESEEROARAA RANESER 4

Macau Pension Fund Management Pension fund Macau - 96% MOP40,000,000

Company Limited management

AHMBTERAF R1T BE

Dah Sing Bank, Limited Banking Hong Kong - 74.37% HK$6,200,000,000

AR (RE)BRAF RAT HEEARANE

Dah Sing Bank (China) Limited Banking People’s Republic of China - 74.37%  RMB1,200,000,000

LHHI931)ERAT il 3 B

MEVAS (1931) Limited Inactive Hong Kong - 74.37% HK$400,000,000

BFRRRITROBRAR R1T B

Banco Comercial de Macau, S.A. Banking Macau - 74.37% MOP225,000,000
NERE EBRUHS

CWL Prosper Limited Property investment British Virgin Islands - 74.37% US$1
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NOTES TO THE FINANCIAL STATEMENTS

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

8_3 LA T 1 BeRAL 2 gng_g
28. MBAT @ 28. SUBSIDIARIES (continued)
FiERBBE A BRFLERRA
Percentage of shares held Particulars of
ATEE TEEHE S8 HiE B issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
RHHBERAR EER B8
Dah Sing Finance Limited Inactive Hong Kong = 74.37% HK$25,000,000
AFRBERER AR g BE
Dah Sing Insurance Brokers Limited Insurance broking Hong Kong - 74.37% HK$200,000
AHEFEARAR RIEAR Bk
Dah Sing Nominees Limited Nominee services Hong Kong = 74.37% HK$100,000
REER BE
Dah Sing Properties Limited Investment holding Hong Kong = 74.37% HK$9,998
REER BE
DSB BCM (1) Limited Investment holding Hong Kong - 74.37% HK$1
REER BB
DSB BCM (2) Limited Investment holding Hong Kong = 74.37% HK$1
AHESFBRAR FHEE EE
Dah Sing Securities Limited Securities dealing Hong Kong - 74.37% HK$10,000,000
E2X BE
MEVAS Nominees Limited Inactive Hong Kong - 74.37% HK$50,000
RREHK(FE)ERAT 3 BB
Pacific Finance (Hong Kong) Limited Inactive Hong Kong - 74.37% HK$450,000,000
ZEHBER R & BE
OK Finance Limited Money lending Hong Kong - 74.37% HK$1,000
MNBEERR AR B BB
Modern World Holdings Limited Inactive Hong Kong - 74.37% HK$1
MAEEBRR AR EBEE BE
Modern Bright Hong Kong Limited Inactive Hong Kong = 74.37% HK$1
REER RBRARS
South Development Limited Investment holding British Virgin Islands - 74.37% US$1
NERE EBRUHS
Talent Union Holding Limited Property investment British Virgin Islands - 74.37% us$2
HERERRAH NERE BB
Vanishing Border Investment Services  Property investment Hong Kong = 74.371% HK$20
Limited
NERE RERURES
Well Idea Enterprises Limited Property investment British Virgin Islands = 74.371% Us$1
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NOTES TO THE FINANCIAL STATEMENTS

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

28. SUBSIDIARIES (Continued)

FiERBBEA BRFLERRA

Percentage of shares held Particulars of

EEdipichs =k Gk issued ordinary
Place of incorporation Directly Indirectly share capital

MERE

Wise Measure Limited Property investment
NERE

Reliable Associates Limited Property investment
EEX

D.A.H. Holdings Limited Inactive

(BERERBRT)

(In members’ voluntary liquidation)

* EEBBERHAERAR LM

BARTEBER AR RAFBITERAE R
RZBRARIN - LB AR R/MAREHK
M &8 LA 77 RE M AR S - EAS R BB R 1
BXAZ 2 FL AR BB AAELL o

BRAFIRIT (R B BR AR - BRI ERITARD
BRAR - BFAFREBROBERAT - RFIRKE
SERROAR AR R EAFIBEERE AN
FRIZE) A RIS » B A RIGERBKE

K#FR1T(FRE) AR A EHR2008F7 A £+ H R
AL - EARE A EE A R LM B 20548 sl
BIERARI(EREE BF3CRMZEER
&) o

o

() RERER(1976)E R A BIFR T EBES -
17#218550,000,0007% TTH) A & 21 (& SE %

DIy

(Z)) DSE Investment Services Limited & 3% 17 & 38 i%
SN+ JREEITHR(ET00/8 T RIB L% o

EBRUHE

British Virgin Islands = 74.37% USs$t
RERUHS

British Virgin Islands - 74.37% US$1
BRE

Bermuda - 56.15% US$1,000,000

*

Listed on The Stock Exchange of Hong Kong Limited

Except for Dah Sing Banking Group Limited and Dah Sing Bank,
Limited which are public limited companies, all the above companies
are private companies or, if incorporated outside Hong Kong, have
substantially the same characteristics as a Hong Kong incorporated
private company.

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

Dah Sing Bank (China) Limited was incorporated in Mainland China in
July 2008. It is registered as “Limited liability company” (solely funded
by Taiwan, Hong Kong or Macau corporate body) under the laws of
the People’s Republic of China.

Note:

(@) In addition to the ordinary shares issued by Dah Sing Insurance Company
(1976) Limited, it also has redeemable preference shares in issue totalling
HK$550,000,000.

(b) In addition to the ordinary shares issued by DSE Investment Services

Limited, it also has preference shares in issue totalling HK$700.
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(LA™ F7Thi57R) (Expressed in thousands of Hong Kong dollars)
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29. BEREFEE 29. GOODWILL AND INTANGIBLE ASSETS
EFER
CE BOER By EE
BV EE BREE Customer
BE Contract  Core deposit  relationship 5L e
Goodwill intangibles intangibles intangibles  Trade name Total
A Cost
20201 A18 % At 1 January 2020 and
2020F12A31H 31 December 2020 874,603 26,499 80,583 69,256 80,927 1,131,868
ZTERIE Accumulated impairment/
amortisation
2020F1H1H At 1 January 2020 - 26,499 80,583 69,256 - 176,338
B Impairment charge 98,239 - - - - 98,239
2020F12A31H At 31 December 2020 98,239 26,499 80,583 69,256 - 274,577
REE Carrying value
2020%12H31H At 31 December 2020 776,364 - - - 80,927 857,291
EPHEE
B AN ES B AR
EVEE BEVEE Customer
RS Contract  Core deposit  relationship i &3
Goodwill intangibles intangibles intangibles  Trade name Total
A Cost
2019F1 A1 K At 1 January 2019 and
2019F12A31H 31 December 2019 874,603 26,499 80,583 69,256 80,927 1,131,868
ZRRE Accumulated impairment/
amortisation
2019118 &% At 1 January 2019 and
2019F12A31H 31 December 2019 = 26,499 80,583 69,256 - 176,338
REE Carrying value
2019612 A31H At 31 December 2019 874,603 - = - 80,927 955,530

ERERAPRZEBEVEERRALD  RUERAEE
FRGETEERARERREZENFEE125
ZPAI RS o B AEERMRY S 55 A
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.
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NOTES TO THE FINANCIAL STATEMENTS

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

29. GOODWILL AND INTANGIBLE ASSETS (Continued)

Goodwill is allocated to the Group’s cash-generating units (“CGU”)
identified according to business segments in line with the internal

BHEMEZS|WAT o management reporting structure. A summary of goodwill allocation is
presented below.
& B
Hong Kong Macau
[ZE3:46) B ARAT BIMRAT
Commercial Personal Overseas R S
Banking Banking Banking Insurance Total
A Cost
2020F1H1AH At 1 January 2020 196,478 122,189 493,023 62,913 874,603
BHHEGEH Reclassification (Note) (98,239) 98,239 - - -
2020412 431H At 31 December 2020 98,239 220,428 493,023 62,913 874,603
2iERE Accumulated impairment
202051418 At 1 January 2020 - - - - -
RERTR Impairment charge 98,239 - - - 98,239
202012 431H At 31 December 2020 98,239 - - - 98,239
REE Carrying value
2020%12A31R At 31 December 2020 - 220,428 493,023 62,913 776,364
BB R
Hong Kong Macau
BIRIRIT {HAZRTT IMRAT
Commercial Personal Overseas B2 aF
Banking Banking Banking Insurance Total
A Cost
20191 1B &% At 1 January 2019 and
2019F12A31H 31 December 2019 196,478 122,189 493,023 62,913 874,603
2RERE Accumulated impairment
20191 1B &% At 1 January 2019 and
20194127318 31 December 2019 - - - - -
REE Carrying value
20194124318 At 31 December 2019 196,478 122,189 493,023 62,913 874,603

i PR20204F - BN EBEBEAAEIR RIE RS2 E
B IHREEBRT TR ED HEEEART

T o

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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2. BEREFEE®
() BEREFEE ZRENR

HEESFERENR  HREBFTEZFHE
EMECZReELBNARIKEEE - ZtEE
ReE=EEREASMRS - LASFEIZTEARE
o REEBASFRERANEEFEEER2%
HRSESFUB KR - Z5FTEEEEEEA
BENRHEBBERSELBN ¥ RZEBR
TERIE HA N B IE ISR 2 S s TR - ATER 2
ARENEENARENEBTERESHESEYL
B BEERER 2 EARANETHE - R
TEBRSELESBN 2B *59.97% (20195 -
101%) ' MRBEKESCELBM BB RA
9.23%(20194F : 9.4%) °

RSB FEET ZRERNRATIEALBREXER
ST EFEE(RITEBAE3%  REEBA
2% ) RARHIE S 2 BRI A - BB EFIER
K% HEBISE5E LAR ZoKkiR - FTIEMA 2 BRIRER Y
EERAEERERITER 2 EARNKARNEFH
B AR EREET 2 EBERMN F9.23% =
9.97%(20194F : 9.4%E10.1% ) 2 °

20204 - IR & B AR B B A B W & R A
REERE SEEEABREHHERRIR
BREXB L RSELBUERADBRERE
98,239,000/ 7T ° AN E I HEHER E ALK IF AR
Z R ARHBRRERE(20199F : £) -

30. TERAEMEEEE

29. GOODWILL AND INTANGIBLE ASSETS (Continued)

(@) Impairment testing on goodwill and intangible assets

Impairment testing in respect of goodwill is performed annually by
comparing the recoverable amount of CGU determined based on
value in use calculation. The calculations use discounted cash flow
projections prepared by the Senior Management based on the latest
5-year business plan, taking into account projected annual growth
rate of net profit, and in perpetuity with 2% constant growth rate
after the fifth year. The 5-year business plan was developed by the
Senior Management based on their evaluation of the businesses and
associated projected discounted cash flow of net profit of the relevant
CGU and the conditions in which such businesses will operate over
the projection period. The discount rate used is based on the Group’s
and its Banking Group’s weighted average cost of capital depending
on type of businesses carried out by CGU, which are 9.97% (2019:
10.1%) for CGU under banking business and 9.23% (2019: 9.4%) for
CGU under insurance business.

For trade name, impairment testing is performed annually using pre-
tax royalty rate of 3% for banking business and 2% for insurance
business with reference to similar business transactions, projected
revenue in the medium-term plan, and in perpetuity with 2% constant
growth rate after the fifth year. The discount rate in the range of 9.23%
t0 9.97% (2019: 9.4% to 10.1%) used is based on the Group’s and its
Banking Group’s weighted average cost of capital depending on type
of businesses carried out.

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).

30. PREMISES AND OTHER FIXED ASSETS

K ET

Restated

2020 2019

11E « B KRERE Premises, furniture and equipment 2,469,228 2,169,210
EREEE Right-of-use assets 659,694 417,042
3,128,922 2,586,252

R2020% - EAEEEBERI1TEREMEE
BEIBRTIIR  MAFBERZEERREM
fRE BT - HELBARFEEFIIT - UWHFER
FZINRERA -

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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30. TERHEMEEEE® 30. PREMISES AND OTHER FIXED ASSETS (Continued)

() 17E - KR REE (a) Premises, furniture and equipment
A
BERAE
Furniture,
equipment
TE and motor &
Premises vehicles Total
HZE2019F12B31HIEFE Year ended 31 December 2019
FAEREFE Opening net book amount 1,610,891 472,179 2,083,070
iz Additions - 105,651 105,651
HE Disposals - (7,568) (7,568)
FESZ W (FiF13) Depreciation charge (Note 13) (53,393) (138,828) (192,221)
N ER Exchange difference (1,980) (1,289) (3,269)
ENNBIRENERTE Reclassification from investment properties
to premises 183,547 - 183,547
FREEEFE Closing net book amount 1,739,065 430,145 2,169,210
201912 A31H At 31 December 2019
PR Cost 2,660,103 1,182,004 3,842,107
ZEME Accumulated depreciation (921,038) (751,859) (1,672,897)
REFE Net book amount 1,739,065 430,145 2,169,210
HZE2020F12831 HIEEE Year ended 31 December 2020
FHREFE Opening net book amount 1,739,065 430,145 2,169,210
i Additions 8,618 131,255 139,873
HE Disposals - (3,163) (3,163)
FrEZ L (HFE13) Depreciation charge (Note 13) (71,708) (129,054) (200,762)
EHER Exchange difference 6,956 4,175 11,131
ENOBRENERTE Reclassification from investment properties
to premises 352,939 - 352,939
FREEFE Closing net book amount 2,035,870 433,358 2,469,228
2020%12831H At 31 December 2020
(BN Cost 3,029,694 1,274,671 4,304,365
ZEME Accumulated depreciation (993,824) (841,313)  (1,835,137)
BREEE Net book amount 2,035,870 433,358 2,469,228
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30. TEREMEEEE®
() 7 - BRRZRE@

30. PREMISES AND OTHER FIXED ASSETS (Continued)

(a) Premises, furniture and equipment (Continued)

TEZE@DFERRE The net book value of premises comprises:
2020 2019
Gichi=pil Leaseholds
BRI Z R EEL Held in Hong Kong on medium-term
(fE102=505F 2 A1) lease (between 10-50 years) 1,605,580 1,341,976
BB LAINFE 2 H B A Held outside Hong Kong on medium-
(FE10E506F 2 ) term lease (between 10-50 years) 430,290 397,089
2,035,870 1,739,065
() HE (b) Leases

BEMT AR BIE R AR A Z HEREEH -

() FERRUBRIERZLH

MIBHARKAERERE 2 S BIIRAT

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:

2020 2019
FREEE Right-of-use assets
LES Properties 659,694 417,042
HEEE Lease liabilities 689,450 434,681

220FHBEEAHNEBEREEER
432,236,000 7T (20194 : 75,903,0007%
JE) ©

Additions to the right-of-use assets during the 2020 financial
year were HK$432,236,000 (2019: HK$75,903,000).
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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:

BiteE
Note 2020 2019
EREEEZIEXH Depreciation charge of
right-of-use assets
ES Properties 13 193,206 181,310
MEXZH(BEEMNEH — Interest expense (included
HEAE) in interest expense - lease
liabilities) 7 10,490 13,508
A HRHENEEEEE 2L (BEATE REME R Expense relating to short-
BEIH  TEERE) term leases and low-
value assets (included
in premises and other
fixed assets expenses,
excluding depreciation) 13 3,497 4,678

2200F N EAMEZRERELRER
192,309,000 7T (20194 : 191,513,000/%8
JE) ©

(i) FEEZHETERELTA K

AEEBESERSEYE - KR20194F 2020
F o HEAR—RA1FEEIFE ZETHR
1B AT REFT A 40 R 71 (iv) St 2 FE AR IR HE -

RERRERBREEREEZHH TR
RPN - BRHBAARAREZEEZE
RiERSN - HEA R RIMEMZZL -
EZEEDMFTRENEERE EAEER
1 o

(iv) ZERREAILZEERE

ERFMEIDEEEBRBREAKERITZET
YEHER - RAKEEERNZERERZ
BEMS @ EAZSGRITERRELER
B RZBISE CER IR IDRERRA]
RAEREMIER BAEAITHRE

The total cash outflow for leases in 2020 was HK$192,309,000
(2019: HK$191,513,000).

(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.
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31. REWM=E 31. INVESTMENT PROPERTIES
2020 2019
1A1H At 1 January 1,166,842 1,426,106
BN BREVMERTE Reclassification from investment
properties to premises
— BB RENFE AT E — Fair value of investment properties
reclassified (352,939) (183,547)
EHATEEE Fair value losses on revaluation (142,753) (75,717)
12A31H At 31 December 671,150 1,166,842
MNERFA 2 EEERREHR Unrealised gains or losses recognised
R AER W NEE in income statement relating to those
assets held at the end of the year
— R FEEE — Fair value losses (142,753) (75,717)
KA REFERE The net book value of investment properties comprises:
2020 2019
TRfEH Leaseholds
BRI 2R EAEL Held in Hong Kong on medium-term
(FE10ZE505 2 ) lease (between 10-50 years) 511,872 967,336
BB LAINEFE 2 H B A Held outside Hong Kong on medium-
(FE10E505F 2 ) term lease (between 10-50 years) 159,278 199,506

671,150 1,166,842
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31. REYE @)
ATERREMECZATE

AREEE 20204 &2019F12 A31 H AR EWERD
BEETTTEMRN - Wi HBEBY ZXEFTAER
FE—RNFERAENR(HERZEER)BRA R A
REBRFBEEANZZEYHERE KT
CRF)ERRBAMMNRPIZIEEMEREREL
BRI AREEE AN 25 Z UMD
EH T HARK A A SRS T ©

MSEEAMFE Z(GERER  HEFEMBRE
LZRB1IPFUA A FEFEIF A FEEE —BK
EEARTSRHEENS 2 &= MEENYER

BREMEARBO PRI ER 2 BIRERMGET A
AEATE  EROBERAERBBYBHRS
ERIF1BF( A FEFEIT A FESENEIR
I

N

o0

FEIEREMENEER  HF—BEZREA
REBISE  hB K fE Bl E = g F R R/ g
BT E R HE BB - FIEEZBENTE
75 R1,9287% 7, (20194F : 1,850/ 8 L) £ H T
IR114,000/5 7T (20194F : 127,000/ 7T) © $HE S
UEBRN TREEERENEZATEFERH
EBDEHDRD » RRZ IR o

NRAREBEEELTTEBEAFEZREDE -
BRAZHERBRARBEELCREERBZEY
EZXHBEETERRAZENET - AFER
EEMSEESKIEABAER  BH5RaERKE
HHEARAR ©

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

31. INVESTMENT PROPERTIES (Continued)

Fair value measurement of investment properties

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.

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$127,000) 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.
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31. BEWHE@ 31. INVESTMENT PROPERTIES (Continued)
SFEREWMEZ A FE @ Fair value measurement of investment properties (Continued)

WAREEETDETABIER 2 8UE

Unobservable inputs on income capitalisation approach:

fRER % TAERZEE &=
Valuation technique(s) Unobservable input(s) Range
REWE WARBEEHE THKEE(ERRRE) 2.00%Z3.10%
(20194 : 1.95%%3.30%)
Investment properties Income capitalisation Market yields 2.00% to 3.10%
approach (reversionary yield) (2019: 1.95% to 3.30%)
[EEriika BT HR63BITE180ET
(2019% : §FHRE6ETE106TT)
Market rental HK$63 to HK$180 per square foot
(2019: HK$66 to HK$106 per square foot)
32. HMEE 32. OTHER ASSETS
2020 2019
DREE Reinsurance assets 633,052 728,171
GO EYSSENEELE Accounts receivable and prepayments 6,043,487 4,357,925
FEETHA Accrued income 888,474 1,107,681
Hity Others 268,665 331,654
7,833,678 6,525,431
33. RKFEERRNER 33. TRADING LIABILITIES
2020 2019
TR E R K B E S Short sales of treasury bills and
treasury bonds 1,570,675 5,616,558
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34. DEPOSITS FROM CUSTOMERS

Hong Kong dollars)

2020 2019

& BATF R R A R AT 5K Demand deposits and current accounts 53,410,604 40,416,625
EEFER Savings deposits 40,945,875 33,074,715
EH - B REHTR Time, call and notice deposits 95,544,866 108,623,957
189,901,345 182,115,297

REFOASBESWIFEADEREDT TR
AGE 7 R L 2 17 5018,222,00078 7T (20194F -
10,136,000/ 7T) °

B - BAMREHRERIN
BERERER

A EMbEFER

35. BRITHWERHE

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.

35. CERTIFICATES OF DEPOSIT ISSUED

2020 2019
IR R R R T AR SR AN A A TE At amortised cost with fair value
R AEEE TR hedge adjustments (for hedging
interest rate risk) 1,561,697 4,911,274
TREE AR AT BR At amortised cost 6,564,105 1,839,551
8,125,802 6,750,825

52020 R2010% 1 + A BIAHA R HRES
EE AR TFRE A AT ES B A RS
StAEE -

AEETE S EE BHITF R MRS QM8
S A AT 2 BRE (B 1K 1,000,0005% 7T (2019
£F : 56,000,000/87T) °

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.
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36. ®BEEK 36. SUBORDINATED NOTES
2020 2019
PRSP R @ R T A RRAR AN B A& A FE At amortised cost with fair value
¥R AR hedge adjustments
(for hedging interest rate risk):
225,000,000 7T 20204 £ HAY US$225,000,000 Subordinated Fixed
ELBEREGE(R)) Rate Notes due 2020 (Note (a)) - 1,755,635
250,000,000 70742026 4F 2 HAKY US$250,000,000 Subordinated Fixed
EEBER®KGE(Z)) Rate Notes due 2026 (Note (b)) 1,964,475 1,946,445
225,000,000 7T 7420294 | HiKY US$225,000,000 Subordinated Fixed
ELBERRGE(R)) Rate Notes due 2029 (Note (c)) 1,863,983 1,808,101
3,828,458 5,510,181

R2020%F ) 20195 A - NEBERARVIIATER R

E\

B

it

(&)

<

BEEMAERERBAARTEFSEEEHFTA

o

it Jh K # R 1T R 2010F 2 A 11 B %17 2
225,000,000 7T 7E 3T M3 2 5 AT ([ #1 2F7 1)
EHWHAREARMME RN ESRERH([E
1) o AFFIRITERN 202052 11 B 2IHHE 28
BRI EER -

o K SR 1T R 2016 11 A 30 A % 17 2
250,000,000 T EBER S AT ([ BBXHFT])
tHRFAEERBTNMBERTE A - FERN
10FHIE B EER([EF]) (BBTEBER
TE(ER) BRI ZIER) - LEEH G 2026
11 A30R B8 - EEZMEEH A2021 F 11
A30B - HETEEHEEREER §84
4.25%  FHFEMBE—K - Bt @ WEHREE
BUHBERZARLD  FROFNSEETALRSE
NEBABEESERMN255%T - ZEESFES
EREELE - RNRITAIUEREERELRMAE
(BEE D ) EH - RFTIRITINE B —BIFRIRTTRI L
FZets B & A IS BT B EE A S dE R AR TR
TRIZER B AERERZENF SR -

During 2020 and 2019, the Group did not designate on initial
recognition any subordinated notes at fair value through profit or loss.

Note:

(b)

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.
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225,000,000 TTEBBER S EMEFEEE
RIBENTHRE A= REAKNI10FHESRE
B ([ &) (ERTEBRITEER)RAD
ZIER) o L EEHAF20291 158 FHf -
RIZEHIEEH A202451 8158 - AETTHEHR
REMHEER FEA%  BEFME—R-
Hig  fESRERBHEEEAER  FENF
BEEAERSFHEREERR S EMN2552
F o BEBEBCERELIE - KFRITAILA
EEEEBER A GEHD)ER - RFFRITME
B3 — B BR SR 1T 5T S FI| 5 B 408 B 75 B0 [E 5 A
BEBANETTRITRZER S AR ZEF S
(e

ANEBE M ZBEGHDHRIRANENNESEE
B A _F AT S 2 BR M (B 1K 146,000,000 7t (2019
F : {£59,000,000/& 7T ) °

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

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

36. SUBORDINATED NOTES (Continued)

Note: (Continued)

©

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.

37. HiEEREE 37. OTHER ACCOUNTS AND ACCRUALS
2020 2019
HEBE(HE30(2)) Lease liabilities (Note 30(b)) 689,450 434,681
ReEHzHEMEEGE(R)) Other liabilities under insurance
contracts (Note (a)) 1,393,810 1,426,857
Hh Others 6,627,358 10,655,256
8,710,618 12,516,794
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37. HifRERFER@® 37. OTHER ACCOUNTS AND ACCRUALS (continued)
() RGO zHMEBEEI AT : (@) Other liabilities under insurance contracts are analysed
below:
2020
RGO
Fobc] Reinsurers’ B
Gross Share Net
—RRR General Insurance
R ATBRER 2 (R E Unearned premium reserve 412,154 (152,671) 259,483
BEEWMIRE Notified claims 750,307 (412,847) 337,460
FRNERZEWMZEE Claims incurred but not reported 228,939 (67,314) 161,625
RIEmER 2 Unexpired risk reserve 2,410 (220) 2,190
|5t Total 1,393,810 (633,052) 760,758
KRB RERE Unearned premium reserve
1A1H At 1 January 405,278 (151,005) 254,273
REMA Premiums written 871,916 (359,947) 511,969
BRI IRE Premiums earned (865,040) 358,281 (506,759)
12H31H At 31 December 412,154 (152,671) 259,483
EEHRREAMEREHR2EE Notified and incurred but not reported claims,
RARBERERZHE and unexpired risk reserve
BEEWmIRE Notified claims 746,423 (457,983) 288,440
EEMEREHRZRE Claims incurred but not reported 275,156 (121,248) 153,908
ENEN el A Unexpired risk reserve = 2,065 2,065
1A1H At 1 January 1,021,579 (577,166) 444,413
BEXNRE Claims paid (461,409) 239,221 (222,188)
BEARNRE Claims incurred 421,486 (142,436) 279,050
12A31H At 31 December 981,656 (480,381) 501,275
BEEWmIRE Notified claims 750,307 (412,847) 337,460
EEMEREHRZERE Claims incurred but not reported 228,939 (67,314) 161,625
RIEWER 2 Unexpired risk reserve 2,410 (220) 2,190
981,656 (480,381) 501,275
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37. HifRERFER @ 37. OTHER ACCOUNTS AND ACCRUALS (continued)
() REBEHA2HMBESWMUT @ @ (@) Other liabilities under insurance contracts are analysed
below: (Continued)
2019
DiRHEE
Rk Reinsurers’ FEE

Gross Share Net
—MIRR General Insurance
R ATBRER 2 (R E Unearned premium reserve 405,278 (151,005) 254,273
BEEWMIRE Notified claims 746,423 (457,983) 288,440
FAMEBRER RE Claims incurred but not reported 275,156 (121,248 153,908
RIERER < Unexpired risk reserve = 2,065 2,065
&t Total 1,426,857 (728,171) 698,686
RAERELZ RERE Unearned premium reserve
1518 At 1 January 353,072 (160,548) 192,524
REWRA Premiums written 858,845 (319,668) 539,177
BRI IRE Premiums earned (806,639) 329,211 (477,428)
12H31H At 31 December 405,278 (151,005) 254,273
EERKEANBRERZRE - Notified and incurred but not reported claims,

RAERER 2 FE and unexpired risk reserve
BEEWmIRE Notified claims 1,179,120 (903,693) 275,427
FRNEREMZIEE Claims incurred but not reported 226,066 (89,465) 136,601
RIEWER 2 Unexpired risk reserve 5,353 2,404 7,757
1818 At 1 January 1,410,539 (990,754) 419,785
BEXNRE Claims paid (664,564) 431,752 (232,812)
BANERE Claims incurred 275,604 (18,164) 257,440
12A31H At 31 December 1,021,579 (577,166) 444,413
BEEWmIRE Notified claims 746,423 (457,983) 288,440
FRMNEREMZEE Claims incurred but not reported 275,156 (121,248 153,908
KIERER Unexpired risk reserve = 2,065 2,065
1,021,579 (577,166) 444,413
A ErEEBRAR 2020F F3;
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38. EIEBIIE 38. DEFERRED INCOME TAX
FLEHIBEEERBRNEHEIAEABSEZMITE Deferred income tax assets and liabilities are offset when there is a
$TEHRNERT 18 & E A BN AT 18 B &R IR ER 18 legally enforceable right to offset current income tax assets against
HA[R] — T A B B R 7 Il 1T - B 2 2R current income tax liabilities and when the deferred income taxes
S 4 relate to the same fiscal authority. The offset amounts are as follows:
2020 2019
FIERIBE B Deferred income tax assets 69,923 115,597
FERIBRE Deferred income tax liabilities (46,978) (56,298)
BEHIBEERARERBEREZE ZHEBAER R Deferred income tax assets and liabilities analysed based on the
U A 2 TBET BB ATEA T underlying category of temporary differences and the expected date of
recovery and settlement are as follows:
2020 2019
RETIEEE Deferred income tax assets:
—AJ{E12{E A g e 2 EER IR & B - Deferred income tax assets
to be recovered after more than
12 months 267,231 279,623
BELEBIEAE Deferred income tax liabilities:
—EE12(E AR ERE CELETIEAE — Deferred income tax liabilities
to be settled after more than
12 months (244,286) (220,324)
22,945 59,299
RIERIIERR B 2 Z BT The gross movement on the deferred income tax account is as follows:
2020 2019
1A1H At 1 January 59,299 113,935
RUESERARIE (S ), /Bl (fisE17) Tax (charged)/credited to the income
statement (Note 17) (20,835) 35,396
g BR A BT ST Tax charged to equity (20,361) (87,618)
BE H 2 R R B B Exchange difference and other
adjustments 4,842 (2,414)
12H31H At 31 December 22,945 59,299
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38. DEFERRED INCOME TAX (Continued)

The movement in deferred income tax assets and liabilities during the
year, without taking into consideration the offsetting of balances within
the same tax jurisdiction, is as follows:

BELEBIEEE : Deferred income tax assets:
HE BEX
EERBE REAM
Impairment REEMH Deferred
allowances and HEER Investment expenses =5
provisions Tax losses revaluation and others Total
2019F1A1H At 1 January 2019 198,646 - 3,407 52,642 254,695
EXipar Reclassification - - (3,407) - (3,407)
PR (%) /% (Charged)/credited to the
income statement (965) 21,733 - 9,137 29,905
ERERREMAE Exchange difference and
other adjustments (862) - - (708) (1,570)
2019F 12318 & At 31 December 2019 and
2020151H 1 January 2020 196,819 21,733 - 61,071 279,623
TAUZEBREE /() Credited/(charged) to
the income statement 5119 (10,478) - (11,875) (17,234)
EHERRHEAMARE Exchange difference and
other adjustments 3,021 - - 1,821 4,842
2020%12A31H At 31 December 2020 204,959 11,255 - 51,017 267,231
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38. EIEBIIE @) 38. DEFERRED INCOME TAX (Continued)
BELEREBESE: Deferred income tax liabilities:
NERBHE  REWXER
Accelerated Investment REE
B tax properties Investment Sef
Provisions depreciation revaluation revaluation Total
2019F1H1H At 1 January 2019 14,636 98,230 24,188 3,706 140,760
BHAE Reclassification - - - (3,407) (3,407
RUEEBR A /(E%)  Charged/(credited) to the
income statement 207 (5,663) (35) - (5,491)
PERIRAS T Charged to equity - = = 87,618 87,618
B ERREMAE Exchange difference and other
adjustments - - - 844 844
201912318 K At 31 December 2019 and
2020F1H1H 1 January 2020 14,843 92,567 24,153 88,761 220,324
PR ER () /i (Credited)/charged to the
income statement (7,117) 11,949 (1,231) - 3,601
PERER A Charged to equity 1 - - 20,360 20,361
2020%12A31H At 31 December 2020 7,127 104,516 22,922 109,121 244,286
T T AR R AR A S 2 IRAERR IR The deferred income tax charged to equity during the year is as
follows:
2020 2019
R RS 2 A B Fair value reserves in shareholders’
equity:
— AT AR =B EEEF AR MEERED — financial assets at fair value through
EREE other comprehensive income (20,361) (87,618)
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39. 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

AEBEERBERIMEERETEPZERMIA
BREBRREEERBRINESEENT

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:

EREH
Contract amount
2020 2019
BEEERE M Direct credit substitutes 645,720 563,882
HRAX S ER 2 SR IE B Transaction-related contingencies 537,138 527,442
HIEE 5 MR < SR IE B Trade-related contingencies 846,898 967,813
AT EAEUE M N AT @A 2 e Commitments that are unconditionally
cancellable without prior notice 72,035,740 74,428,118
HAbAE - ARANERA Other commitments with an original
maturity of:
—b1E - under 1 year 4,060,949 3,999,906
—1F R -1 year and over 362,675 758,023
78,489,120 81,245,184
EERBNERE
Credit risk weighted amount
2020 2019
BTNV TS Contingent liabilities and commitments 1,574,554 1,794,624
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39. FAREBBERAE®

(W) EFERzEE

39. CONTINGENT LIABILITIES AND COMMITMENTS

(Continued)

(c) Assets pledged

2020 2019
EERZIFEEERGREER Trading assets and financial
SRS EEA BIER investments pledged to secure
liabilities 3,077,937 4,600,158
—Hrb R EEGE — of which: under repurchase
agreements 1,506,126 686,003
ERyaBeE Amount of liabilities secured 3,123,207 4,597,103
—Hrh - iRE RS — of which: under repurchase
agreements 1,551,207 671,153

ERIRIERRANEEMR L EREREE
RZBE - ZEXHHREFRBENERARS
(BIEE B R IR E E U REA R KB f 4
B2 XATRFF ) IGFGETT -

(T) REEERE

WAEEZ ARRHEA - RTATEUERL S
HEMRAREY 2 RERENRAERELLT -

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

1R Within 1 year 15,102 29,202
1524 Between 1 and 2 years 9,469 4,108
2E3F Between 2 and 3 years 3,265 201
3E4F Between 3 and 4 years 508 2,426
4Z=5F Between 4 and 5 years - 508
28,344 36,445

gEoh - REBERAMEA - EM2020%F &20194
12A31B &I TMARRZEE - IRZEHE
i & 2 7 2 H E [ R 4B FE & 51 728,953,000 7T
(20194 : 427,690,000/ 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$427,690,000).
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40. BRA 40. SHARE CAPITAL
2020 2019
BRE [ IR (&N
TER Ordinary shares, Number Share Number Share
ERTRAZRKRA issued and fully paid: of shares capital of shares capital
1H1H At 1 January 319,575,100 4,248,559 335,075,100 4,248,559
[l i5 18 BUE 2 IR AR Shares cancelled after repurchase - - (15,500,000) —
128318 At 31 December 319,575,100 4,248,559 319,575,100 4,248,559
M20196F3 H28H + AR AT IS INE fEiE R On 28 March 2019, the Company bought back its 15,500,000 issued
15,500,000/% B 1T © 52 F R (DB RN20195 shares after completion of an off-market share buy-back. Such shares

3H29H FF4H ©

were cancelled on 29 March 2019.
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41. f#& 41. RESERVES
TEEf REEf NRHBE REEFA
i i il A (&)
Premises  Investment EiGfE EAGE —f#ifE  Reservefor Retained
Revaluation  Revaluation Exchange Capital General  Share-based Eamings fit
Reserve Reserve Reserve Reserve Reserve  Compensation (Note) Total
2020%151A At1 January 2020 606,238 612,443 (275,321) 6,318 484,289 2,540 21,120,164 22,556,671
NTFEFENAILEREHER  Fair value loss realised and transferred
IAFEFEEEZEHA  toincome statement upon disposal
Et2ARENEBTER o debtinstruments at fair value
FEENE Y e through other comprehensive
income upon derecognition - (10,001) - - - - - (10,001)
RRIERERE - EHABU Reclassification of net change in fair
INTEREEL RPN value of equity instruments at fair
E2EUENERETA  value through other comprehensive
LATEREFE income upon derecognition - (189,246) - - - - 189,246 -
BRRERH TR Additional net assets in a subsidiary
MELREABINFEE acquired via share option
arrangement - - - - - - - -
IATEHEEEZHAA  Netchangein fair value of debt
E2ARENESBIEZ  instuments at fair value through
ATEEFE other comprehensive income - (57,930) - - - - - (57,930)
IATEHEREEHIA  Netchangein fair value of equity
Efp2ERaN0EEHTAZ  instruments at fair value through
INTIE ) other comprehensive income - 643,208 - - - - - 643,208
RAS(REEHZETHE  Deferred income tax on movements in
investment revaluation reserve - (25,391) - - - - - (25,391)
IATEFFEEEZEHA  Netchange in allowance for expected
E2ERRMEETAZ  oreditlosses of debt instruments
BHCEEREEZGIE  atfairvalue through other
comprehensive income - 4792 - - - - - 4792
RERERIMERETE Reserves arising from distribution
TEL G payment of additional equity
instruments - - - - - - 10,575 10,575
BERMEER B RRD Exchange differences arising
EHEZ on translation of the financial
statements of foreign entities - - 288,512 - - - - 288,512
L RRRA Repurchase of ordinary shares - - - - - - - -
DABRRES FARR({EAERE  Provision for equity-settled share-
Bz BEREMAR based compensation and other
adjustment = - - - - 610 (262) 348
FREN Profit for the year - - - - - - 1,158,152 1,158,152
2019F KRS 2019 final dividend - - - - - - (345,140) (345,140)
0054 EHE 2020 interim dividend - - - - - - (66,265) (86,285)
2020%12A31A At 31 December 2020 606,238 977,875 13,191 6,318 484,289 3,150 22,046,450 24,137,511
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41. RESERVES (Continued)

HBZ12A31HILLEE
Year ended 31 December

2020 2019
BENMRBREFNZ R ARHRE, Proposed final dividend/final dividend
B AR B (HEE18) paid included in retained earnings
(Note 18) 214,115 345,140
E Note:

() WEARAR2019F3 A 15 H £17 2 IR R &5
A€ LBBZIRE - NAFN2019F3 F28H
FERE=ZFUFJRITRI 2R - & EE
15,500,0000% & A AR 1D ° A D BB R R B 52
X+ X {E591,635,0007 L A A 7 Z {REB & F|
e

(2) RFRITA/EBEMBITANEE BEHT A ER
PR B IS RS R R BT R A SN 2 S IRIR B 4
MR Z B B i (R R SORPIR FRERTT RO IR
T(RB) IAFEEBRITEGIIRARERE
REMZAHEERTE - ZEE FHERRATIKE
FTRRzEFEEHE BERBLEDHAEEES
EREITHR - WERNESFEEATERE -

K2020F 12 A31H - RFHI|/ITEEXE
502,278,000/ 7T (20194F : 1,127,403,000/5 7T)
2 e EIEREERMELIKIHHLRS —RHE - &4
HEHENEGARERBFFTIEE

(b)

In accordance with the resolution passed at the extraordinary general
meeting of the Company held on 15 March 2019, the Company
concluded the contract with MUFG Bank, Ltd. on 28 March 2019 to
repurchase 15,500,000 shares of the Company from the latter. The
share buy-back was completed on the same date at a consideration of
HK$591,635,000 which was paid out from the retained earnings of the
Company.

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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41. EE® 41. RESERVES (continued)
TS REBM RN AE REEA
Ei ff TRIRE 2 ol (&)
Premises  Investment i3 BARGR —#&%E  Resenefor Retained
Revaluation ~ Revaluation Exchange Capital General  Share-based Earnings Go
Reserve Reserve Reserve Reserve Reserve  Compensation (Note) Total
2019F1A1H At 1 January 2019 606,238 (169,124) (156,373) 6,495 484,289 1,654 20,413,669 21,186,848
MEEAEATHKALEE  Change on initial application of
E16% 228 HKFRS 16 - - - - - - (7,305) (7,305)
@G 720191 1B &8 Restated balance at 1 January 2019 606,238 (169,124) (156,373) 6,495 484,289 1,654 20,406,364 21,179,543
AFENENA FRAEHER  Fair value gain realised and transferred
DATEFEEEEHH A toincome statement upon disposal of
E2ENEOERTEE  debtinstruments at fair value through
pENE Y other comprehensive income upon
derecognition - 18 - - - - - 18
RRIERERES - EHABU Reclassification of net change in fair
AEHEARSEA value of equity instruments at fair value
E2ERENERETE  through other comprehensive income
LATEREFE upon derecognition - (59,913) - - - - 50,913 -
BAREZH TR Additional net assets in a subsidiary
HEARBABINFEE acquired via share option arrangement - - - (17 - - - (177)
IATEHEEEZHAA  Netchangein fair value of debt
Et2ERENESBIEZ  instruments at fair value through other
INTIE ) comprehensive income - 296,511 - - - - - 296,511
IATEHSEEEHHA  Netchangein fair value of equity
Efr2ERENERETAZ  instruments at fair value through other
ATEEE TR comprehensive income - 615,479 - - - - - 615,479
RAS(REEEYZETHE  Deferred income tax on movements in
investment revaluation reserve - (73,813) - - - - - (73,813)
IAFEFEEEZEEA  Net change in allowance for expected
E2ERENERTEZ  creditlosses of debt instruments at fair
BHEEFREELZHFE  value through other comprehensive
income - 3,285 - - - - - 3,285
REREBMERETE Reserves arising from distribution
FE R payment of additional equity
instruments - - - - - - 10,683 10,683
HEBMEEHERR Exchange differences arising on
EHER translation of the financial statements
of foreign entities = = (118,948) - - - - (118,948)
L BRRA Repurchase of ordinary shares - - - - - - (591,635) (591,635)
IRES ARG EAER  Provision for equity-settled share-based
bl compensation - - - - - 886 - 886
FREN Profitfor the year - - - - - - 1,707,809 1,707,809
1BERBRE 2018 final dividend - - - - - - 3 (3483%)
20195 8RS 2019 interim dividend - - - - - - (124,634) (124,634)
2019F12A318 At 31 December 2019 606,238 612,443 (275,321) 6,318 484,289 2,540 21,120,164 22,556,671
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NOTES TO THE FINANCIAL STATEMENTS

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

42. NOTES TO THE CONSOLIDATED STATEMENT OF

CASH FLOWS

(@) Reconciliation of operating profit before gains and
losses on certain investments and fixed assets to net

cash (used in)/from operating activities

2020 2019
B A TIRE REE B = 2 W R EIERTZ Operating profit before gains and losses
=B on certain investments and fixed assets 1,903,757 2,263,886
R EWA Net interest income (3,719,201)  (4,125,044)
% Bz Dividend income (111,589) (111,857)
EERERE Credit impairment losses 647,668 356,649
e Depreciation 393,968 373,531
BRI 18 2 B R SH Advances written off net of recoveries (361,518) (246,840)
AR S2 - AR V5 /R EE TR SR B 2 B Provision for equity-settled share-based
compensation 820 1,405
BLUCHLE Interest received 6,160,736 7,358,847
B E Interest paid (2,354,933)  (2,799,752)
B U S Dividend received 253,977 215,601
EEEERABEH 2 EERT Operating profit before changes in
operating assets and liabilities 2,813,685 3,286,426
HEEERBECES Changes in operating assets and liabilities:
— Be RERITHEM R R ABAEARA 2 — cash and balances with banks and
WA ERE R money at call and short notice with
an original maturity beyond three
months 473,840 2,501,692
— [RE|HBBMAIMEA 2 ERITHFR - placements with banks with an original
maturity beyond three months (1,626,395) 5,966,512
— FEEERGNES - trading securities 2,184,413 839,715
- TEeBMIT A — derivative financial instruments 1,534,368 768,868
— UATEFEAHSE I AESNeREE - financial assets at fair value through
profit or loss 123,378 998,839
- E5%E - trade bills (397,261) 1,283,399
- BPEX - advances to customers (630,522)  (8,318,775)
— HitEW AR R - other accounts receivable (1,527,164)  (1,111,619)
— LAFEGEEHZESH AL MEERENE - financial assets at fair value through
BhE E other comprehensive income (1,281,862) 2,130,487
— SRR ATIRN SR E E - financial assets at amortised cost (6,849,831)  (6,465,943)
— RITER - deposits from banks 1,035,373  (1,332,487)
- BEEBEARNARE - trading liabilities (3,945,883) (242,396)
- BPER - deposits from customers 7,786,048 9,705,536
— BITIEAE - certificates of deposit issued 1,374,183 213,043
— HfbEMERER kTELR — other accounts payable and accruals (3,751,685) 1,791,724
B 5 8 2 Exchange adjustments (169,061) 53,424
BEEEB(FA) AN Cash (absorbed by)/generated from
operating activities (2,854,376) 12,068,445
XNBEBEITHERBEZFE Interest paid on certificates of deposit
issued (159,356) (134,799)
EREENEH Hong Kong profits tax paid (388,542) (460,124)
BEAUBINRRK Overseas tax paid (26,546) (31,436)
REEE (A, RABRSFE Net cash (used in)/from operating
activities (3,428,820) 11,442,086
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42. RERESRELERNT @ 42. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (Continued)
() ERERELERAN > B2 RERES (b) For the purposes of the cash flow statement, cash
EHEEEREERFGESEASRUTE and cash equivalents comprise the following balances
Bz Tol&es REEESCEEAR with maturity of three months or less from the date
BEAERERERERSBEZT 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
R e RAERITHAERR Cash and balances with banks 4,436,622 2,344,638
JREIE A 7ES 1B A 3 A T 2 B A0 K A8 BiF K Money at call and short notice with an
original maturity within three months 10,601,193 14,544,407
JREIEA B 1E3 {6 A A T 2 FERITHI K Placements with banks with an original
maturity within three months 861,597 3,072,664
BEEFEEERRES  EEEE Treasury bills included in trading
securities 482,991 1,606,484
BIEEARTER 2 B EE 85 AR M2 E R Treasury bills included in financial
HeMEEZRERE assets at fair value through other
comprehensive income 3,551,262 4,496,472
19,933,665 26,064,665
{R8E e B IF A th LR 1T K 45 68405,550,00078 7T Included in cash and balances with banks, HK$405,550,000 (2019:
(20194F : 415,522,000/ 7)) B4R & K ZERH HK$415,522,000) were balances with central banks for prudential
4£IEH BRB TG EBESE[IRE RERITH A purposes and have been excluded from cash and cash equivalents.
ERIBRIAT -
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42. RERTREBGERWEm 42. NOTES TO THE CONSOLIDATED STATEMENT OF

CASH FLOWS (Continued)

Reconciliation of liabilities arising from financing
activities

() REMERB 2ABEZHERR (©)

TRALAEERERETS B ELE B
RelRezB8Y REMELH AE 1
HASRESIARRRERBEEAREZERE
MEAERADBARERDRSRALE

The table below details changes in the Group’s liabilities from financing
activities, including both cash and non-cash changes. Liabilities arising
from financing activities are liabilities for which cash flows were,
or future cash flows will be, classified in the Group’s consolidated

statement of cash flows as cash flows from financing activities.

REREEE
ZBEEH
Total
HEAE ®EEYK BRI liabilities from
Lease  Subordinated Interest financing
liabilities notes payable activities
#2019F1A1H At 1 January 2019 538,196 5,449,082 91,615 6,078,893
MERG 228 : Changes from financing cash flows:
XABRTRERKER Interest paid on subordinated notes and debt
E5ES 2 8 securities issued - - (291,958) (291,958)
FITIREE Issue of subordinated notes - 1,753,426 - 1,753,426
EREREES Repayment of subordinated notes = (1,765,339) = (1,765,339)
ERRERR Repayment of lease liabilities (191,513) - - (191,513)
MEREN 2 ZBEE Total changes from financing cash flows (191,513) (11,913) (291,958) (495,384)
Hi2s) - Other changes:
BETERERER Interest accrued on subordinated notes and
_EBEG R debt securities issued - - 292,999 292,999
%ﬁiﬂgﬁ% Additions to lease liabilities 75,903 - - 75,903
ERER Exchange difference (1,413) (33,739) - (35,152)
HEAEZ TS Interest expense on lease liabilities 13,508 - - 13,508
NFEEE) Fair value change - 106,751 = 106,751
HinZapmm Total other changes 87,998 73,012 292,999 454,009
20195124318 At 31 December 2019 434,681 5,510,181 92,656 6,037,518
ERER Exchange difference 4917 - - 4917
R2020%1A1H At 1 January 2020 439,598 5,510,181 92,656 6,042,435
HERSM 2 - Changes from financing cash flows:
XABRTRERER Interest paid on subordinated notes and
EREFZHIE debt securities issued - - (229,021) (229,021)
[EREEES Repayment of subordinated notes - (1,746,731) - (1,746,731)
BEHERE Repayment of lease liabilities (192,309) - - (192,309)
MERSR 2 BEAE Total changes from financing cash flows (192,309) (1,746,731) (229,021) (2,168,061)
Hings) : Other changes:
BETERERER Interest accrued on subordinated notes and
RS 2 FETHIE debt securities issued - - 183,669 183,669
MEHEAE Additions to lease liabilities 432,236 - - 432,236
HEREZAETH Interest expense on lease liabilities 10,490 = 10,490
EHER Exchange difference (565) (16,649) - (17,214
NIEEE) Fair value change - 81,657 - 81,657
Hin@ a8 Total other changes 442,161 65,008 183,669 690,838
R2020%12831H At 31 December 2020 689,450 3,828,458 47,304 4,565,212
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43. ERTFES

RIBEB A AEH(F622GE ) F176I(HEESE
FZER) -  BEEERTFESZEZ20204F 2019
F12A31BIEFEZHEFS W25 -

43. LOANS TO DIRECTORS

Particulars of loans to directors disclosed pursuant to section 17
of the Hong Kong Companies Ordinance (Cap.622G) (Disclosure
of Information about Benefits of Directors) for the year ended 31
December 2020 and 2019 are shown as below.

2020 2019
M2A31B 2 BAR S ARERER Aggregate amount of relevant
transactions outstanding
at 31 December
—BERRBK - Loans and advances 71 21,725
FRERAR G Z &= BEER Maximum aggregate amount of relevant
transactions during the year
—ERRRR - Loans and advances 174 23,035

120204 20194 il 2 Fi B BRI 5 B — Rt
B AR - WERANARZER °

4. EHEALTZRS

EREALRZFALAERNERXERZEH S
—7 B HEERMBREERK T ET
EERTES - WEEMTRALZE KRS
IHAEAFER > BEALTRESBHEEA
A

20204 20194 « AEENIER A L H
BRAEATHEITRITEBRR S o NREVE IR
TEFERMAEE 2B RERE - EHZEN
THFR) B EBRFEEAE IR FETE
B - Z5EEREBEERARBREBERATER 2H
Ml REEMBFEEFEIRSDBEAEE 2
EEHEE AlEHE - —BEEEARED - &
AFEEERFAEARDAIREEEFSET

o

The above relevant transactions in 2020 and 2019 were all transacted
by a subsidiary and nil by the Company.

44. RELATED-PARTY TRANSACTIONS

Related parties are those parties, which have the ability, directly or
indirectly, to control the other party or exercise significant influence
over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common

control or common significant influence.

During 2020 and 2019, a number of banking continuing connected
transactions were entered into with related parties in the normal
course of business of the Group. These, as described in Note (a)
below and being continuing connected transactions, had been
reviewed by the Company’s independent non-executive directors in
their review of the 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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NOTES TO THE FINANCIAL STATEMENTS

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

44. RELATED-PARTY TRANSACTIONS (Continued)

Details of the significant related party transactions are as follows:

(@ Transactions with subsidiaries

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

#3e
B b
Betm  RAIE14AE
RAIE14AE Exempted
Subject to from
Chapter Chapter
14A of the 14A of the
Listing Listing
20204 2020 Rules Rules
B2 (R () Interest received (Note (i) N/A 3,238
BIETFER (7)) Bank charges paid (Note (i) N/A (1,586)
BREE RBEAAEEEE & (F(i) Rentals and related building management fee
and charges paid (Note (ii) N/A (5,140)
Bl e RIEEAEERE KX (i) Rentals and related building management fee
and charges received (Note (iii)) N/A 3,416
BENERE (F(v) Management fees paid (Note (iv)) (13,199) N/A
EfRBEERENE (V) Insurance commission and referral fees paid
(Note (v)) (27,302) N/A
BURERR B (FE(vi)) Insurance premiums received (Note (vi)) 9,150 N/A
e
BH T
BReET  RAIE14AE
MRS 14AE Exempted
Subject to from
Chapter Chapter
14A of the 14A of the
Listing Listing
20194 2019 Rules Rules
B2 (FE() Interest received (Note (i) N/A 6,520
BIETFER (7)) Bank charges paid (Note (i) N/A (1,791)
BREERBEAEEEE & (F(i) Rentals and related building management fee
and charges paid (Note (ii) (4,739) N/A
Bl R AEEEE & FH X (5(i) Rentals and related building management fee
and charges received (Note (iii)) 4,139 N/A
BERERE (7)) Management fees paid (Note (iv)) (14,205) N/A
BARBAERENE (V) Insurance commission and referral fees paid
(Note (v)) (27,288) N/A
B REERE (FE(vi)) Insurance premiums received (Note (vi)) 8,172 N/A
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AR L e T
44, BRAEALTZRZ @ 44.
() EfEARINRS @) (a)
&t Note:

@)

RITRITEE RN SR EBE TR AR Z R
1TRHE

RIRITEE M AR R RIEAFRITEEMBER
AZBAFEMBAR (R A SRR D REE
ARITRTY - BRXELAE  aPER  XER
RITEHEP - ERREPRE BEERARR

REBE -

EHXEHAE  aBBER  XEREREFZR
TR - THRRIRER P R EMRRARE TR
FMBTEBEMT P 2HRD A RMH T A SR
£E - ERRRPRIERBEERRLHHRE
EFBEANOTAEMSRERHE - ERREP
Rt AREMHEGILEEEFH - HERTRA
EEBAT AR - RETRITEEEATSRE
B2EEERREY  REREMFR - AHE
=T ALR6E A EEBA T LA LE o BT
BRERTREAEEE RIS IZREEFH
RE - Bt - RRTKREEAHEREBERZ
RITRBE - THRIEEEFHIRM -

BMAFRITEEZRITHB AR AT REE
BT RARREZRITREG - AAFRITEERE
fE PRz —RIRITIRE R P - BERRER
PR IETETT - ATRITREERRHSBERR
HZFRITIRTS - S RHRITRE A RIREZF
RITARGIEE RIBR — B2 AR RA -

AFRITEE 2 RITHBE RN —RREEER
BRERREREPREEERTRBRER - %%
IR R EE fn BT Ak (RIS E i s BB AN
TR« MAFTIRITERE 2 RITHIE A "7 BUAF K
ZEPEEAMEBEEKE AR - 5 ETRA
ME @ A BEEKES R RFREFREK LT
RAS1AABPIREZIRHER S °

EERAA S REBKE R RIFRRAFRIT
KEZRITHB AR 2 FRTVETZKFEE
WHAFE ERE T B E =77 ZRFHEEHTER
ZEFF 2 ERBEGRK  BYERZEVHE
BYARSRIRTT SR BB EFEM - BERIL - %%
FEMER S ERRET ETRRIFE14A.90152
R - WERBYRRAE 2R o

RELATED-PARTY TRANSACTIONS (Continued)

Transactions with subsidiaries (Continued)

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

The DSBG Group provide standard banking services to members of
the Company and fellow subsidiaries not being subsidiaries of the
DSBG Group (collectively the “DSFH Group”) including cheque clearing,
autopay, cheque and deposit bank accounts, credit card merchant
facilities, co-branded credit cards and investment dealing.

The banking services in respect of cheque clearing, autopay, cheque
and deposit accounts are provided to the DSFH Group in the same way
as they are provided to other customers of DSBG Group under standard
account opening and other forms. The credit card merchant facilities
and co-brand credit card arrangements are provided under normal
commercial contracts and are at market standard. The standard market
practice for credit card merchant facilities is not to provide for a fixed
term, but allow for termination at the option of the bank by giving written
notice. The co-brand credit card arrangements between DSBG Group
and the DSFH Group can be terminated after the first two years by either
party giving not less than six months’ notice in writing. All such banking
services, by their nature, are not normally provided for a fixed term.
Accordingly, the banking arrangement between DSBG Group and the
DSFH Group are not for a fixed term.

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

The banking subsidiaries of DSBG Group provide commercial banking
services and products to their customers in the ordinary and usual course
of their businesses. Such services and products include the taking of
deposits (including fixed and floating term deposits and deposits at call).
Customers who place deposits with the banking subsidiaries of DSBG
Group include members of the DSFH Group. For purposes of the Listing
Rules, the placing of deposits provided by members of the DSFH Group
constitute continuing connected transactions within the meaning of
Chapter 14A of the Listing Rules.

The Directors confirm that the deposits placed by members of the DSFH
Group at the banking subsidiaries of DSBG Group are at market rates and
on normal commercial terms that are comparable or no more favourable
than those offered to independent third parties and that no security
over the assets of DSBG Group is granted in respect of such financial
assistance. On that basis, such continuing connected transactions are
exempted from complying with the reporting, disclosure and independent
shareholders’ approval requirements pursuant to Rule 14A.90 of the
Listing Rules.
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44, BRAEALTZRZ @ 44. RELATED-PARTY TRANSACTIONS (Continued)

() EfEARINRS @) (@) Transactions with subsidiaries (Continued)

= (&) Note: (Continued)

(i)  AREFRER(1976) RIRPURBR A AFTER1T IR (i)  Lease of properties between DSI (1976) and MIC and DSB and BCM
ERITEZMERE

ARFRITRRPIEEBTEHESTEEMET
AFemEBEZRKE QR - AFIRKRA976)F
RAR([ KRR (1976) 1) « SRPURBEE D B R
AR(DRPIRR DEEMAZE AR - KFIRITK
SRPI P FEIRATIRFTEE £ 2 BIR B AR R A FT R BR
(1976) RRPIRBUEFE S « =A% AETE
BREMAXLZEER - R 2HERZHIR
TR

DSB and BCM have leased certain of their owned properties to members
of the DSFH Group, namely, Dah Sing Insurance Company (1976) Limited
(“DSI (1976)”) and Macau Insurance Company Limited (“MIC”) as their
office premises. DSB and BCM received from DSI (1976) and MIC the
lease rentals, and air-conditioning charges, building management charges
and other utilities charges based on the actual amount of costs incurred.
The following table summarises the leases that have been entered into.

SRS
(TEEEEER
RAHRIEER)
Monthly rent
(exclusive of

REBH
Transaction date

BED]

Contracting parties

HERHK

Term of lease

HE2ME

Property subject to lease

management fees
and utility charges)

2016512 A30H REPARTAMRR(976) 2017F181BFE BERE0EHHEE - AIHEREREA2573T R HK$115,000
30 December 2016 DSB leased to DSI (1976) 20194 12A31H A portion of the 20/F., Island Place Tower with a lettable floor
1 January 2017 to area of 2,573 square feet
31 December 2019
2019F5H27H RETRITA T AFRKR(1976)  2019F5H27AE BEAE0EBHERE - HREEEERISTTAR HK$30,000
27 May 2019 DSB leased to DSI (1976) 20194124318 A portion of the 20/F., Island Place Tower with a lettable floor
27 May 2019 to area of 487 square feet
31 December 2019
2016412 430R RPEEERTATRMARR 201751 A1BE RPTRFEERTAEI0ER1ERE - THAREREAR MOP238,960
30 December 2016 BCM leased to MIC 20191274314 924 K

1 January 2017 to
31 December 2019

The whole of the 10/F. and 11/F., BCM Building, Macau with a
total lettable floor area of 924 square metres
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(i)  ARHFBITEEWE T I ARITEER RAFRITA @iy  Leaseback of property by DSB from FL and lease of property by DSB
High Standardf8 343 from HS
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2,340F 75 R) T REIRTT - HEWHARHSE
F20164F12 A28 H#££2019F12 27 H I+
A% /A430,0008 T - TRIEEERE  BNE
fil - BERZERB o KIIRITHZYERERIT

DITYIEE © The Premises have been used by DSB as bank branch premises.

F120174E5 26 H - M E AR & B B AR A
BEE R ATARAR(HATT]) - MEEAE
eI T AT A ST REEE 2 HE% T i
RIT o Bt - ImARITE BAR B AR R
FETXWENEE - K2019F1 8118 » KHR
TRAKATELRPRIEAN - AFBITER
20194E3 B 11 BiBIREkZ W% -

INARFRITEER2016F12 A30H 2 BEHE -
K ¥R 77142016 45 12 B 30 H £2 High Standard
Investment Limited ([ High Standard]) 5] f &
ek o ARIRIZ - KFNERTT#EHigh Standardi
B ARSBES10RBERNE17IEZ —HBH1E
BIABET - AIAREEEELA4,581F AR
ABH=F + B2017F1 81 B#LZ=2019F12 31
Hik - A#200,000% T ' TEEEEE - BF
i BERTRAE -

LB REEREEBARE ML - A
7 48 77 £2 High Standard 2 72019412 5 31 H
I — A E W o i A FTERTT A High
Standard =l 7 [F —#7% + A7H220,000/% 7T © T
BEEREE Rt SERTHAE  BA%
ZAH=F - B2020%F1 818822022612 A
3181k - WHEEE R A7,452,0007% T8 {5

EEWIEREERF165RE L - ANEEE
HRAZRMBAREHE RS @ LHERREHR
HEE  ZBEHERRARSFA ETHRAE
14.04()@RF E— R 5 (B EREE)
ZER c ZIEHERE ERAUFE14AT6IEZ &
REHAEKENR S  WEARET ETHAIE14A
B ZHABRRIERE -
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the premises with effect from 11 March 2019.

As disclosed in the DSBG’s announcement dated 30 December 2016, a
lease back agreement was entered into by DSB with a former subsidiary
of the Company, 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 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

As disclosed in the DSBG’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.

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
FREEE - 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.
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44. RELATED-PARTY TRANSACTIONS (Continued)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

(iv)

Computer and Administrative Services Agreement with DSB and BCM

On 30 December 2016, DSB (and its subsidiaries including BCM)
entered into a computer and administrative services agreement with the
Company. The Services Agreement was for a fixed term of three years
with effect from 1 January 2017 and ending on 31 December 2019. On
31 December 2019, DSB entered into a new computer and administrative
services agreement with the Company for a fixed term of three years with
effect from 1 January 2020 and ended on 31 December 2022.

Pursuant to the services agreements, DSB has agreed to provide
members of the DSFH Group with certain computer and administrative
services. These services principally consist of the following (collectively,
the “Services”):

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

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

v)

Distribution and Agency Agreements and other business referral services

(@)

Distribution and Agency Agreements with DSB and BCM

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 DSBG with members of the Company, 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;

(ii) 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.

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.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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44. RELATED-PARTY TRANSACTIONS (Continued)

(@ Transactions with subsidiaries (Continued)

Note: (Continued)

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

@

Distribution and Agency Agreements with DSB and BCM
(Continued)

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.

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.
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44. RELATED-PARTY TRANSACTIONS (Continued)

(@ Transactions with subsidiaries (Continued)

Note: (Continued)

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

@)

Distribution and Agency Agreements with DSB and BCM
(Continued)

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
DSBG Group with insurance products and services to be offered
to the customers of the banking subsidiaries of DSBG Group. The
distribution of different types of insurance products through the
respective bank branches and other distribution networks of DSB
and BCM in return for a commission income to be paid by the
DSFH Group will also produce fee income which will be of benefit
to DSBG Group.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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44. RELATED-PARTY TRANSACTIONS (Continued)

(@ Transactions with subsidiaries (Continued)

Note: (Continued)

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

(b)

Business referral services

On 30 December 2016, DSBG entered into a cooperation
agreement with the Company. 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, DSBG entered into a new
cooperation agreement with the Company (the “New Business
Referral Services Agreement”), for a fixed term of three years with
effect from 1 January 2020 and ending on 31 December 2022.
Pursuant to the New Business Referral Services Agreement,
DSBG shall provide and shall procure members of the Group to,
either directly or via their sole agents (if any), provide members of
the DSFH Group with business referral and insurance brokerage
services in relation to obtaining applications for general insurance
policies to be underwritten by members of the DSFH Group.
There is no commitment on any member of DSBG Group to refer
to member(s) of DSFH Group such transactions of any minimum
or maximum number and/or amount. Where concluded between
the relevant parties, the terms and conditions for the provision of
such business referral services shall be, if required, reduced into
individual written agreement(s).

Pursuant to the cooperation agreement, the fee income actually
received shall either on normal commercial terms or, if there are
not sufficient comparable transactions to judge whether they are
normal commercial terms, on terms no less favourable to relevant
member(s) of DSBG Group than terms available from independent
third parties. The fee income is payable by cheque(s) monthly in
arrears.
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On 30 December 2016, DSBG entered into a cooperation agreement with
the Company pursuant to which members of the DSFH Group would
provide insurance services to DSB and other members of DSBG (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, DSBG
and the Company 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 DSBG Group and their

DSI (1976) underwrites general insurance policies in the name, and for the
benefit, of DSB and other members of DSBG Group and their respective

benefit, of BCM and its customers including policies covering medical,
| personal accident, employees’ compensation, vehicle, properties, civil

HEEH - liability and money. Certain policies are subject to renewal annually.

HAREZREUEGH  SFLEMER - £H

RABZ AT o arrears on a monthly, yearly or other basis, depending on the type of
insurance policy.
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REFAERZ  BRER RIS BERS

—RIA B —EAZERBAAR LR - M
EFE XK -
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offered by other insurance companies in the market.

the other party without having to incur a penalty.

The premiums payable under such insurance policies are payable in

The insurance policies are procured by DSBG Group to enable certain of
the DSBG'’s subsidiaries, namely DSB and BCM, to comply with relevant
regulatory requirements in reducing risks to DSBG Group’s assets,
businesses and operations and/or to provide additional services to DSBG
Group’s customers. In addition, the Directors consider that the insurance
services provided by DSI (1976) and MIC are effective and the fees
proposed by DSI (1976) and MIC respectively are comparable to those

Under the New Cooperation Agreement, either party to the agreement
may terminate the agreement by giving one month notice in advance to
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

44. RELATED-PARTY TRANSACTIONS (Continued)
(b) Key management personnel

(i)  Material transactions and balances with directors
and key management personnel

The Group provides credit facilities to, and takes deposits from
the Group’s key management personnel, their close family
members and entities controlled by them. For the year ended 31

FEERIOT - December, the following balances were outstanding:
2020 2019
B R Loans and advances 157 229
7R Deposits 372,319 511,446
KAz BFUEH Undrawn commitments 2,603 2,971
EiR Guarantee - -

(i) ETEEEASHE

ARRIEZREEABRESR  HBMEERE
ER2FINHIFE4 -

(A) BBERARAFZEHNER RS RE
23

TR AEBWRI BEHBE QR EERT
118,387,000/ 7T (20194F : 80,344,000/ 7T ) % 2.
WA - FR - REBBSERIZEGIEEZER
i E 720204 12 A 31 B 17 51 45 #2 540,391,000
77T (20194F © 173,424,000/ 7T) °

(i) Remuneration of key management personnel

Key management personnel of the Company are directors and
their remunerations are included under Note 14.

(c) Transactions and balances with associate and jointly
controlled 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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45. ARG B ERE R E

AEBEBARNRR ZRBEE ([ RF 2/
2 REMBARARMRITERFR AT ZRK
Rt & ([ RFTRITRE 8 ) IR IARRD BER
MBI T EEERSRITHRAR - EHESZI
17 IR SR < AR ER 2 51 FABHRE15 -

() KR¥F&rata

R201565 278 » AR AR BBIERMRR
BT EI ([ KET&REtElD) -

R¥Te st 2 5549 8 £ 22020912 531 H
1F - WEATRRERIRE AT S BT 8= -

(2) R¥FBITEE S

ARAR RAFIRITE BRI MN201455 H27H
FEITHRRBFAS BB ERARITEITEE
ZRWHE B ([ AFTIRITEREETE ) -

% R RAE oI R H IRTT SR B AT B A 2 R K A5
WA T - SO R ZTEE T RIS M
ZEERERAFTROTEEAETEUTERRENE
BR S ETARRIE17.03QFIRE T - RTHER
AT 2187 2 R EEEE © (VRFTRITEER D
ERTARBEXHMEEZWTIE : Ri)AF
RITEERMHEZER T HASEZERBANTER
SEE Z FHRMHE -

45. SHARE-BASED COMPENSATION PLANS

Share-based compensation, pursuant to the Company’s Share Option
Scheme (the “DSFH Scheme”) and the Share Option Scheme of its
subsidiary, Dah Sing Banking Group Limited (the “DSBG Scheme”), is
available to directors and senior executives of the Group. Details of the
share-based compensation paid to directors are disclosed in Note 15.

(@ DSFH Scheme

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

No share options had been granted under the DSFH Scheme since the
date of its adoption to 31 December 2020.

(o) DSBG Scheme

The respective shareholders of the Company and DSBG approved the
adoption of a share option scheme of DSBG (the “DSBG Scheme”) on
27 May 2014.

The share options were granted in accordance with the terms and
conditions of the DSBG Scheme. The exercise price per option share
was concluded by the Nomination and Remuneration Committee on
behalf of the Board of DSBG on the basis no less exacting than the
requirement set out in Rule 17.03(9) of the Rules Governing the Listing
of Securities on the SEHK and was determined as no less than the
highest of (i) the closing price of DSBG’s shares traded on the SEHK
on the date of grant; and (ii) the average closing price of DSBG’s
shares traded on the SEHK for the five business days immediately
preceding the date of grant.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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45. AR p B ER RN 8 @ 45. SHARE-BASED COMPENSATION PLANS (Continued)
BRAFBITEE B B R4 B L ZE20205F12 831 Share options granted under the DSBG Scheme since the date of its
HiE » BF 2R : adoption to 31 December 2020:

BRITEE(GER)
®FH LYl HEHE 1788 Exercise price per
Date of grant Type Vesting period Exercise period share (HK$)
201844 FA26H VARG 2 A~ 201844 H26HZE 2019F4 A26H =

20234 A26H 20244 A26H
26/04/2018 Equity-settled 26/04/2018-26/04/2023 26/04/2019-26/04/2024 18.24
PGS BR TR Z AR D BERER 2 AT - Share-based compensation charged to income statement is as follows:
2020 2019
VAR 8 =2 AF 2 SRR e Equity-settled options 821 1,406

AFEmEBBERATR 20205 F3] 349
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45. DR BERHRMTE (@
LARR B 32 A9 2 FR IR 1

Fh LA IRITERBF BIFAR T 2 AR S &Y
R - BT HZ AFETIA=RAIEE

R -

TR2020%F - I A LA BiE S 5 2 R BAE AR B K
FRTTREF S A REE SRS -

BT 2 RIRHE R T 1T (B 2 BB
T~

45. SHARE-BASED COMPENSATION PLANS (continued)
Equity-settled options

With respect to the equity-settled options granted under the DSBG
Scheme described above, the fair value is determined by using the
Trinomial Option Pricing Model at the date when the options are
granted.

No equity-settled options were granted under the DSBG scheme and
DSFH scheme in the year of 2020.

Movements in the number of share options granted and their related
weighted average exercise prices are as follows:

RirERtE RETRTEEHE
DSFH Scheme DSBG Scheme
2020 2019 2020 2019

RTTRE KTHEE RTIRE RTIRE

P YNk RHRTEE A58
ARER  METHE  2RET O MET BRER NETS 2REr ED
RHE it RhEE izE  RHHE ik  Kh#A it
Number of (B7)  Numberof (%) Number of () Numberof )
DSFH  Weighted DSFH  Weighted DSBG  Weighted DSBG  Weighted
shares average shares average shares average shares average
in share exercise inshare exercise in share exercise in share exercise
options price options price options price options price
granted (HKS) granted (HKS) granted (HKS) granted (HKS)
1A1R At 1 January - - - - 1,500,000 1824 1562,312 17.98
8 Granted - - - - - - - -
BB Expired - - - - - - - -
Bfife Exercised - - = - - - (62,312) 11.68
BAUE/ 2 Cancelled/forfeited - - - - (300,000 18.24 - -
12A318 At 31 December - - - - 1,200,000 1824 1,500,000 18.24
12A31BAfE Exercisable at 31 December - - - - 480,000 18.24 300,000 18.24

AR FA20204 12 A 31 B I £ K 1718 2 R A
(20194F : BRARTFEZREE) - BRAEE
EZREMTBRABNERZ KIRITERER
B #E - 72020612 A31 B RITEZ AFRITE
B R AE 2 1T(E (B 518.24/5 7L (20194F : 18.24
BIT) + REMEFHFIERE LITERR3.324F
(20194 : 4.32%F) »

The Company has no outstanding share options as of 31 December
2020 (2019: Nil). In respect of directors and senior executives of the
Group, their applicable DSBG’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).

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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NOTES TO THE FINANCIAL STATEMENTS

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

46. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

Financial assets and liabilities are presented net when there is a legally
enforceable right to offset the recognised amounts and there is an
intention to settle them on a net basis, or realise the asset and settle
the liability simultaneously.

(@) 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 32. The amounts
offset are shown below.

2020 2019

JEUE B RAEE 7 FIBAATE Gross amount of accounts receivable
from HKSCC 172,133 105,902

ER BB RERE 2RI 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) RFREERHERBERNBRRARA
HE TRMEERAE

BREFERELH

AEEEBARERIHFIVARFEEEL
B URIEEERR - FREEEBHRRE  —B
HRENEN  ESRRBIHFZARTKK S
BaRIt MAAERRFARHSRFREE -
WIFREENEMN AR FIRSENEE
BER—RIEEMBIRNKTEHIFEERAE -

(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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46. TRIBERGBENHH@®

(2) RFREEZHERBEMBRRARRA
HEcTMEERSE@®

REFEREZH &)

TRITEEHS  RERENZ
R AT AR BT B o

46. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (Continued)

(b) Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial
position (Continued)

Master netting arrangements (Continued)

The following tables present details of financial instruments subject
to offsetting, enforceable master netting arrangements and similar

agreements.
TEERBRRRAHH
HaBRRRR ZiBeE
HisaEs Related amounts not set
suaBaE REfE off in the statement of
Goss  HREATIT et FER Tk
amounts of v EREEFE SHIE BT
BB recognised  Netamounts  (BfEfE4 g
LREELE financial ~ of financial #AR) |F Pk
Gross liabilities set assets Financial Amounts not
amounts of offinthe  presentedin instruments  EUELER subject to
recognised statement  the statement (including Cash enforceable
financial of financial of financial non-cash collateral B8 netting e
20205128318 At 31 December 2020 assets position position collateral) received  Netamount  agreements Total
SRAE Financial assets
fTEeRIA Derivative financial instruments 955,385 - 955,385 (690,911) (244,637) 19,837 191,816 1,147,201
TEERBRRARAHH
AR ZEmeH
HeyEE Related amounts not set
suBELE Wt off in the statement of
Gross  WREMAIT financial position FSRThE
amounts of Z&HEETE HIR BHHT2
BE2  recognised  Netamounts (B3RS FERE
SRERAE financial of financial B85 i Pk
Gross assets set liabilities Financial BER Amounts not
amounts of offinthe  presentedin  instruments RefR subject to
recognised statement  the statement (including Cash enforceable
financial ~ offinancial  of financial non-cash collateral BE netting AR
20205128318 At 31 December 2020 liabilities position position collateral) placedout ~ Netamount  agreements Total
SHERE Financial liabities
R Deposits from banks 762,285 - 762,285 (762,285) - - 218817 3,500,442
fESMIA Derivative financial instruments 2,990,586 - 2,990,586 (690,911) (2,266,018) 33,657 206,081 3,196,667
FHEEBRBNAR Trading liabilities 1,570,675 - 1,570,675 (1,570,675) - - - 1,570,675
HiiRE KRR Other accounts and accruals 490,959 - 490,959 490,959) - - 8,219,659 8,710,618

352

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020



46. TRIBERGBENHH@®

(2) RFREEZHERBEMBRRARRA

HEzTHEEREE@®

46. OFFSETTING FINANCIAL ASSETS AND FINANCIAL

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

LIABILITIES (Continued)

(b) Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial

position (Continued)

PR R M T
NOTES TO THE FINANCIAL STATEMENTS

AR FEAE T m) Master netting arrangements (Continued)
TEENBRARAE S
HERRRER LiERER
HoaEg Related amounts not set
sHuaBLE Wi off in the statement of
Goss  HRRERIIT izl il RRAfE
amountsof ZEREEFR SRIE &8z
BB recognised  Netamounts (@3RS FEE
SHAELR financial ~ of financial HER) B o8
Gross liabilties set assets Financial Amounts not
amounts of offinthe  presentedin instruments  EUESHEE subject to
recognised statement  the statement (including Cash enforceable
financial ~ offinancial  of financial non-cash collateral R netting GH
20195128318 At 31 December 2019 assets position position collateral) received  Netamount  agreements Total
SRAE Financial assets
fEEMIA Derivative financial instruments 472,829 - 472,829 (360,311) (89,227) 23,291 105,101 577,930
TEERBRRASH
AR LiBef
HEyRET Related amounts not set
SHBELE Wi off in the statement of
Goss ARSI i i FRAE
amountsof Z&RBETE SBIE B
BB2  recognised  Netamounts  (@7EEES FEAE
SRERGE financial ~ of financial H#R) vk
Gross assets set ligbilities Financial Amounts not
amounts of offinthe  presentedin  instruments EER subject to
recognised statement  the statement (including RefR enforceable
financial of financial of financial non-cash ~ Cash collateral 2 netting A
20195128318 At 31 December 2019 liabilities position position collateral) placedout ~ Netamount  agreements Total
tREE Financial liabilties
B Deposits from banks 371,188 - 371,158 (371,153) - - 2,093,916 2,465,069
k% a8 Derivative financial instruments 1,050,009 - 1,050,009 (360,311) (665,051) 24,647 43,019 1,093,028
FEEERBHAR Trading liabilities 5,516,558 - 5,516,558 (3,914,155) - 1,602,403 - 5,516,558
HthiRE RER Other accounts and accruals 300,000 - 300,000 (300,000 - - 12216794 12,516,794
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47. NON-ADJUSTING EVENT AFTER THE REPORTING

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.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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(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.

. INFORMATION ON CAPITAL, LEVERAGE AND
LIQUIDITY POSITIONS OF THE BANKING BUSINESS
OF THE GROUP

The banking business of the Group is held by Dah Sing Banking Group
Limited (“DSBG”). DSBG is the holding company of Dah Sing Bank,
Limited (“DSB”) which in turn holds the entire equity capital of Banco
Comercial de Macau S.A. (“BCM”) and Dah Sing Bank (China) Limited
(“DSB China”).

1. EBEXxmEHE 1. Capital adequacy ratio
20204 20194
12A31H 12A31H
As at As at
31 December 31 December
2020 2019

BT R R Capital adequacy ratio

—EimARE—R — Common Equity Tier 1 13.8% 13.4%
——& - Tier 1 14.3% 13.9%
—EE - Total 17.6% 17.9%

202012 4318 K%2019F 12 A31 B 2 & At B
LE T Ty RFTRITHV AR S IR BRI TR (B AR
DB ZERIBENERAGE - ZEARFTRLE
ETEE E R B TS RBRAIRIERR

RIBEBRITEMD - KHRVITRBBEMRT
BETERT R EREENR < MPIRHERITA
BT ABRFRITRETNHRERARFRT(F
B)AETAMTERITREENHRE °

The capital adequacy ratio as at 31 December 2020 and 31 December
2019 represents the consolidated position of DSB computed on Basel
Il basis in accordance with the Banking (Capital) Rules. This capital
adequacy ratio takes into account market risk and operational risk.

DSB as a locally incorporated bank in Hong Kong is subject to the
minimum capital adequacy ratio requirement under the Hong Kong
Banking Ordinance. BCM is subject to Macau banking regulations and
DSB China is subject to China banking regulations.
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. ZAEBERTEXEZER  EEERRE
e 0h=g 10))

. INFORMATION ON CAPITAL, LEVERAGE AND
LIQUIDITY POSITIONS OF THE BANKING BUSINESS
OF THE GROUP (Continued)

2. 1ERLEE 2. Leverage ratio
20205 20194
12H31H 12H31H
As at As at
31 December 31 December
2020 2019
TER = Leverage ratio 9.4% 8.9%

CGRITE(ER) H B ) FE24AB) 16 TE EHEIZ b &
ZHRE o BTV RFIRITZ AR Z K i
BAFRLEERZBRGAERE -

3. REMAEFH=R

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.

3. Liquidity maintenance ratio

2020 2019

FB

MBI EITLL R TIRHIRTT (BRI ERIT R
AFRIT (P B ) RPBEEEEE AN FEKRa
MBEEFLL RN E TR - REERITLLE
TIRBCGRITEORBIE)RADE -

RIRIT /BB EMRITARBEFBRITRIED
BETRPUEESER - BPIHERITAETEH
-

BPIRITEEEHRE AR (FE) B8-S
BRTBRITEEENRE

MBI ZE2020F 12 A31 H % 201912 431 H LEF
FEEM  AEBZIFRITEBLE HARITH
SNEREE o Bt - BMEBEAREESHIFRITEBZ
BEFENEELEWRIEE °

Liquidity maintenance ratio 47.8% 46.4%

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

DSB as a locally incorporated bank in Hong Kong is subject to the
liquidity requirement under the Hong Kong Banking Ordinance. BCM
is subject to Macau banking regulations and DSB China is subject to
China banking regulations.

The non-banking businesses of Group does not have any bank or
external borrowing in the two years ended 31 December 2020 and
31 December 2019. On this basis, it is not meaningful to disclose a
separate gearing ratio of the Group or its non-banking businesses.
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. ZEEEERSREZIENDN . ADDITIONAL ANALYSIS ON CLAIMS AND

EXPOSURES OF THE GROUP

1. BITESBEzEFERAR(UERHA 1.
BOERUZERRRENEI LS

Gross advances to customers by industry sector
classified according to the usage of loans and analysed

#) by percentage covered by collateral
20205124311 2019%12A31H
At 31 December 2020 At 31 December 2019
ENes Ees
SHEARIRE SERRIRE
ZHEAL AR
% of gross % of gross
REBLH advances REBEH advances
Outstanding covered by Outstanding covered by
balance collateral balance collateral
EEBERANER Loans for use in Hong Kong
TrEsa 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
R - Financial concerns 5,756,814 5.8 6,057,400 3.0
—RE&RL - Stockbrokers 1,733,867 46.7 1,585,717 28.6
~PERTEX - 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
—BRRERRE - Transport and transport equipment 2,512,559 80.1 3,496,770 71.9
—REEE - Recreational activities 96,223 99.6 103,724 99.8
— & B - Information technology 51,827 86.5 52,976 70.5
—Hfh - Others 6,008,396 68.4 4,464,895 79.6
46,783,791 71.6 44,868,442 721
EA Individuals
-BEIEEEERME] - Loans for the purchase of flats in
[FAZEEE K Home Ownership Scheme, Private
[AEEEEE EF Sector Participation Scheme and
=5 Tenants Purchase Scheme 558,428 100.0 584,349 100.0
-BEAMEENEER - Loans for the purchase of
other residential properties 31,260,619 100.0 29,864,112 100.0
—ERAFRER - Credit card advances 3,610,141 - 3,761,021 =
—Hf - Others 13,079,682 51.6 13,196,910 52.8
48,508,870 79.5 47,406,392 78.9
EBBFERANER Loans for use in Hong Kong 95,292,661 75.6 92,274,834 75.6
ZHBA (K1) Trade finance (Note (1)) 8,115,481 61.5 8,815,573 62.9
EBRBIMERRER(ZQ) Loans for use outside Hong Kong (Note (2)) 34,169,242 63.7 35,856,366 66.0
137,577,384 718 136,946,773 723
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RAEBRZA T EEFR
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

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

1)

@

REBEERSREZEINDN @

BROEDPE2EFERBEE(LERH
EoERUSEHERRENE LD
) (@)

RPN BEMERSETESEREHZA
BESIMOBATAELED - HOMBONEE -
UEEmEHBESEZEN

TEREBZBHMEBER(BIEAFRITZIEIN
RITMBARET 2 E 5 E ) #{5260,328,000
770 (20194F12 431 A : 294,310,000 7T ) 7 48
RITEBBAIMERRER AT -

EEBMMERNERBRERTREEPEESR
FBIASMER Z B3R

ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (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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1. BROESBEZEFER#ERH(UERHA
EoERUSEHERRENE LD
) (@

B EBK TS ERETE10% KA EBTT
¥ HEEEREERE BHETE  BRS R
B KBRS TR EEFIT

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

. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (Continued)

1. Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

For each industry sector reported above with loan balance constituting
10% or more of the total balance of advances to customers, the
attributable amount of impaired loans, overdue loans, Stage 3, and
Stage 1 and Stage 2 impairment allowances are as follows:

EXas
BEAEER B B2 1 R Pk Er 2
HEER HiB3fE A PR ER3 HEEE
(B ER3) Gross WEEE  Stageland
RERLH Impaired advances Stage 3 Stage 2
Outstanding loans  overdue for  impairment impairment
2020%12A31H At 31 December 2020 balance (Stage 3) over 3 months allowances allowances
EEBFRANER Loans for use in Hong Kong
Trem Industrial, commercial and financial
—MERE - Property investment 17,221,674 59,373 41,590 4,705 95,584
EA Individuals
-BEEMEE - Loans for the purchase of
MEER other residential properties 31,260,619 62,747 92,630 7,826 40,076
EBRBIMERNER Loans for use outside Hong Kong 34,169,242 520,305 400,017 187,244 154,835
Ees
BERER VL
REER fBiA31E A FEER3 AEEE
(F&ER3) Gross WEEE  Stage 1and
REREH Impaired advances Stage 3 Stage 2
Outstanding loans overdue for impairment impairment
2019512 431H At 31 December 2019 balance (Stage 3) over 3 months allowances allowances
EBEBERANER Loans for use in Hong Kong
TR Industrial, commercial and financial
—MERE - Property investment 15,972,169 45,985 44,910 4,721 79,461
fBA Individuals
-BEEMEE - Loans for the purchase of
MEER other residential properties 29,864,112 44,204 33,772 7,537 21,934
TEABIMERRER Loans for use outside Hong Kong 35,856,366 256,544 373,852 129,588 131,693
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

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

. ZAEEEERSGEZBEIIDHT @ . ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (Continued)

2. HHBEKRREEBHNEE 2. Mainland activities exposures

REFESERCGERITEKE)RAD - U THF
BAEXBNRBZOMNH2REESERY D
B RPE TS R RER P AT 2 FERITRRZH TR

The analysis of Mainland activities exposures is based on the
categories of non-bank counterparties and the type of direct exposures
defined by the HKMA under the Banking (Disclosure) Rules with
RN EEEREREREN S Hbh A aERH reference to the HKMA Return of Mainland Activities, which includes

RITREAMIRITHBRATIR T 2P BRI REER the Mainland activities exposures extended by DSB and its Mainland

HIEREE o subsidiary bank only.
BEGERA BEEEER)D
53] HEEE
On-balance Off-balance ety
2020 2020 sheet exposure sheet exposure Total exposures
1. PRET - FREFTHEBEE 1. Central government, central government-
KEMBRARMEE AR owned entities and their subsidiaries and
([&&2n7]) joint ventures (“JV”s) 9,723,405 124,954 9,848,359
2 MBI - B EARKE 2. Local governments, local government-owned
REKBARNAEAR entities and their subsidiaries and JVs 1,405,599 274,501 1,680,100
3. B EANM 2 BRSASE 3. PRC nationals residing in Mainland China or
UK 37 ) E et R B other entities incorporated in Mainland China
ARMAE DT and their subsidiaries and JVs 12,076,834 1,745,392 13,822,226
4 RBHELME—BERZHRE 4. Other entities of central government
[FRE s not reported in item 1 above 2,221,324 36,918 2,258,242
5. REELME-IB2F A 5. Other entities of local governments
TR E it not reported in item 2 above 1,609,556 283,753 1,893,309
6. EEAEFENMUIN 2 ERSE 6. PRC nationals residing outside
FRE S A SRR ST RO+ Mainland China or entities incorporated
W REERAH B A outside Mainland China where the credits
are granted for use in Mainland China 11,647,569 592,157 12,239,726
7. B FHF  ESHBERGES 7. Other counterparties where the exposures are
R AR RITER PRAE considered to be non-bank Mainland China
exposures 1,100,005 - 1,100,005
39,784,292 3,057,675 42,841,967
RESRITRENMERTHBARIZ  Total assets of DSB and its Mainland subsidiary
TR RR BERR bank after provision 230,973,725
BEABRANBELNEESS  On-balance sheet exposures as percentage
Aol of total assets 17.22%
F ENERSREERERPERAEREMAUEPR Note: The balances of exposures reported above include gross advances and

other balances of claims on the customers.
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(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

. AEEBEERGFEZEIIN T @ . ADDITIONAL ANALYSIS ON CLAIMS AND

EXPOSURES OF THE GROUP (Continued)

2. HHhBEAREEBNERE@® 2. Mainland activities exposures (Continued)
BEBERA BEBERI
gl MR
On-balance Off-balance e
20194 2019 sheet exposure sheet exposure Total exposures
1. RREST - FREFTHESHHIE 1. Central government, central government-
REWBARNAELNT owned entities and their subsidiaries and JVs 10,376,553 501,429 10,877,982
2 MBI - B BEARE 2. Local governments, local government-owned
LERBARMGERT] entities and their subsidiaries and JVs 1,075,406 323,331 1,398,737
3. BEfFEFEAM 2 EREHE 3. PRC nationals residing in Mainland China or
PR B E AR T EL other entities incorporated in Mainland China
NAIMAE AT and their subsidiaries and JVs 13,873,770 1,310,785 15,184,555
4 RBELME-ESH2HARE 4. Other entities of central government
[FRE s not reported in item 1 above 2,397,774 49,341 2,447,115
5. RAEELME-IB2FK A 5. Other entities of local governments
e Etiis not reported in item 2 above 1,039,800 290,552 1,330,352
6. BEEETEAMAINZERSAE 6. PRC nationals residing outside Mainland China
BRI AIN SZ RO HERE - T or entities incorporated outside Mainland
WAV EF A B A China where the credits are granted for use
in Mainland China 11,912,699 405,440 12,318,139
7. R FHF  EHBERGES 7. Other counterparties where the exposures are
FEIRBESFRITRR PRI considered to be non-bank Mainland China
exposures 1,329,873 - 1,329,873
42,005,875 2,880,878 44,886,753
KB LERMEITHEARZ  Total assets of DSB and its Mainland
NhBEE 2 EEAR subsidiary bank after provision 224,615,205
BEBBERANBEEEERT  On-balance sheet exposures as percentage
B of total assets 18.70%
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

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

a® a® a® a® a® a» [ a® aD éb a® a® a® [ ) [
a® a® (1 X ) a® a® a® a® a® a®
mwm-m mmmm mm-m mmm-m [ /N m-m QQC
. FAEEEERSBEZEI @ II. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (continued)
3. REESINMZEFERAERBEHENR 3. Analysis of gross advances to customers and overdue
loans by geographical area
BERFERZEESTIRED ZREREBE 2 Advances to customers by geographical area are classified according
RGEFMERDE - — M E + BEROER to the location of the counterparties after taking into account the
FHEREZ SHFNR 2 @I - BRI HER - 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.

TRABRFPERER  REFFER(BESI) & The following table analyses gross advances to customers, impaired
IR EER - PR3 - REEER1 R BRORE IR advances to customers (Stage 3), overdue advances to customers,
[RIHHT o Stage 3, and Stage 1 and Stage 2 impairment allowances by

geographical area.

HEEFER LY

(P&Ex3) PEEr3 HE%ER

EFERAE Impaired  BHEFER WE%fE  Stage1and

Gross  advances to Overdue Stage 3 Stage 2

advances to customers  advances to impairment impairment

2020F12H31H 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
RF Macau 13,686,148 270,797 270,797 87,944 42,121
Hth Others 1,026,224 - 3,315 - 6,979
137,577,384 1,573,803 902,802 556,508 694,656

HEZPER Y

(P&£R3) REER3 R E%ER

REER @ Impaired  BHARFER WEEE  Stage 1and

Gross  advances to Overdue Stage 3 Stage 2

advances to customers  advances to impairment impairment

2019F12A831H 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
RF Macau 14,800,379 46,036 177,735 13,308 22,908
Hfth Others 972,730 5,121 7,549 993 4,568
136,946,773 1,049,226 749,681 381,197 627,389
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Il AEEEEREREZEIND @

4. BIRRERE

BRERENZEEEBRARNERR @ RIEXS
HFNAMEBMEEHINER HHFREEHH
B> —RME  EXZHTFNEEEHETR
BRNZ—TER  KETEES -RRTHE
31T > MERBRERTRNBER 1 E8%R
BRA—BEREBEES—BR - L5 REMRA
ZEBERR - RBBKBEREEEE10%3A
EZRIETIEHIE -

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

. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES OF THE GROUP (Continued)

4. International claims

The information of international claims discloses exposures to foreign
counterparties on which the ultimate risk lies, and is derived according
to the location of the counterparties after taking into account any
transfer of risk. In general, transfer of risk from one country to another
is recognised if the claims against a counterparty are guaranteed by
another party in a different country or if the claims are on an overseas
branch of a bank whose head office is located in a different country.
Only regions constituting 10% or more of the aggregate international
claims after taking into account any recognised risk transfer are

disclosed.
FRTAARE
Non-bank private sector
ke
FER1T ARE
SREME Non-

BAKE Non-bank financial Bt
2020%12A31H At 31 December 2020 #®1T Official financial private Total
BEER In millions of HK$ Banks sector institutions sector claims
BERARD Offshore centres 6,928 15,016 6,727 143,869 172,540

—Hi1: BE - of which: Hong Kong 6,441 13,595 6,727 128,137 154,900
ERATAR Developing Asia and Pacific 27,306 1,060 880 17,681 46,927
—He: - of which: Mainland China 19,036 894 526 14,159 34,615
JERTRAKLE
Non-bank private sector

El

JEIRIT FLAREE

SREEE Non-

B Non-bank financial EREE
2019F12A31H At 31 December 2019 $}IT Official financial private Total
BEAT In millions of HK$ Banks sector institutions sector claims
BRI Offshore centres 5,309 19,518 10,501 135,768 171,096

—Hip: BE - of which: Hong Kong 4,560 17,167 10,500 119,445 151,672
ERP AR Developing Asia and Pacific 28,110 1,377 877 16,492 46,856
—He: - of which: Mainland China 20,533 1,207 524 13,277 35,631
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BAHEREFERDARR TO THE SHAREHOLDERS OF DAH SING FINANCIAL HOLDINGS

LIMITED
(Incorporated in Hong Kong with limited liability)

=R OPINION
EASEFTHNAR

A eMERFRARDCATEEIERR ) RE
MIB AR AT E5E )5 &N E137E354
BHEREMEHE - B

O 1202012 431 B iViRE BB RN

o HEZALFEORA KEE
o HEZALFENRASEMSE

s  HEZAULFENGREEREBHEK

s BEEZAULFENGEREREAER N
s HAMBRRNE SRIZEFEEH
Eo

EMHER

BMRA  ZEREUBRECBIEESS5ED
NEBRMAKEBUBREENDEEMR SR
BT BEEMN20205F12 531 BHGRE MR
REBEZALEFENGEVBREARREES
e W ERBEBCR AHER ) A -

What we have audited

The consolidated financial statements of Dah Sing Financial Holdings
Limited (the “Company”) and its subsidiaries (the “Group”) set out on
pages 137 to 354, 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;

o the consolidated statement of changes in equity for the year then
ended,;

° the consolidated statement of cash flows for the year then
ended; and

° the notes to the consolidated financial statements, which include
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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BASIS FOR OPINION

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 Chongging
(“BOCQ”)

KIeBmEBER AR 2020F F3)]

365



366

B BN RS

INDEPENDENT AUDITOR’S REPORT

a»
—=
FARETTEE @)
BREIEE

BFERBHE

F2HRRAUERERN 4
(F) RMfzE23 -

#mm¢1zﬂm
.ﬁgﬁk Q@@
1wwmm%%m ®R
BB BBRo2RERINE
TR BEES 7 5486,431
THT 208225 F# TR
556,508 F /&L ©

EFERRBHRELEER
MTEEF%%(E%W%
BEER)ER -RBER
EE’E#%Hﬁﬁ%mA
ERBHOMG - RERY
RERORELATEAE
FHEARE -

XHEHARESE B8
TERELRRE  £2020
FETRAGEFRERE
APk

AEEREEBRS NG
RAEARERRE

o EHBRARETET
EHEEEEREENE
AUEAERTE2ER
BEAEZME

o ERGHEBRREDI
ZH - BOMEEE
HEBRNHEZE

. REEERAOET
RAERR SREN

E

o BRIHEFERRE
m%*%ﬁﬁmﬁwv
4

. ERESUBHEEE
Bt 2 B BB
Bt

AANENAEERREASE

1
i

BT

AR T AT REMERE

EREERBHEEERER
MERL  EEBEAHH
mmrww& 25 RBK
ERARE A REE)
&ﬁ@@ﬁ%%@%ﬁ#&
MEEMARRR

EEEHERAGREEN
e RREZHBH AR
BEYENSTRERANE
REBNERDM

HRAREFPEFRRBHOR
BEA - FHERRE R

BRUBHEAERBRZ
REFERE 2 FrEREE
B o

AABREHERES - R

TRET TIAT AR -

ERMNRBREERNG
BT BHERTARES
EEBRAENRENER
EXEREHEANRERNA
Bt ERREREETH
BREARENTE - XK
AHETRAMEEEREN
K

ﬁfﬁﬁ?%@?&%%%
BIEERANDN - TEH
TRERZEENSENL -
ﬁfﬁﬁﬂ%?ﬁ%@ﬁw
ﬁ% MERET
? BIMER T AFER
REEN ERERTHE
BREEORRBR -

KEY AUDIT MATTERS (Continued)

Key Audit Matter

How our audit addressed the Key Audit Matter

Impairment of loans and advances to customers

Refer to notes 4(a) and 23 to the We tested key controls in relation to:

consolidated 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

e Appropriateness of management
overlays applied.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020

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.

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.
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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 26 to the
consolidated financial statements.

The Group’s investment in BOCQ is
accounted for as an associate, using the
equity method. The Group carried the
investment in BOCQ of HK$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
BOCAQ is considered significant due to
subjectivity of management judgements
and assumptions used in developing the
estimate.
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We have performed the following procedures in
relation to the assessment of impairment of the
investment in BOCQ:

e 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;

e We evaluated the appropriateness of the
valuation model used by the management;

e 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

e 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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OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises all of the information included in the
annual report other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the Hong Kong
Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

The Audit Committee assists the directors in discharging their
responsibilities for overseeing the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you, as
a body, in accordance with Section 405 of the Hong Kong Companies
Ordinance and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
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.

DAH SING FINANCIAL HOLDINGS LIMITED ANNUAL REPORT 2020
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with the Audit Committee regarding, among other

matters, the planned scope and timing of the audit and significant

audit findings, including any significant deficiencies in internal control

that we identify during our audit.

We also provide the Audit Committee with a statement that we have

complied with relevant ethical requirements regarding independence,

and to communicate with them all relationships and other matters that

may reasonably be thought to bear on our independence, and where

applicable, actions taken to eliminate threats or safeguards applied.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matters 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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