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Our Vision

To be the trusted and preferred banking partner in

Greater China and beyond

FH=

Our Mission

REAFERASEEFEERSRORTBE -

To ensure that every customer experience is positive.

We achieve this by providing best in class financial

products and services

e
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Incorporated in 1918, The Bank of East Asia, Limited is a leading
Hong Kong financial services group with total consolidated assets
of HK$865.2 billion (US$111.1 billion) as of 31st December, 2019.

BEA provides a comprehensive range of corporate banking,
personal banking, wealth management, and investment services to
customers throughout Greater China and beyond.

The Bank maintains one of the largest retail networks of any bank
in Hong Kong, with full-service branches, SupremeGold Centres for
high-net-worth customers, and innovative, extended-hour i-Financial
Centres conveniently located throughout the city.

In Mainland China, BEA’s wholly-owned subsidiary, The Bank
of East Asia (China) Limited operates one of the most extensive
networks of any foreign bank in China, with outlets in more than
40 cities nationwide.

Overseas, the Bank maintains an active presence in Southeast Asia,
the United Kingdom, and the United States. Worldwide, BEA serves
customers through nearly 200 outlets and offers rewarding and
challenging career opportunities to more than 9,800 employees.

The BEA Group's subsidiaries further broaden the Bank’s product
offering to meet the increasingly diverse and sophisticated needs of
a burgeoning customer base. BEA’s wholly-owned subsidiaries, BEA
Life Limited and Blue Cross (Asia-Pacific) Insurance Limited, serve as
the Bank’s life insurance and general insurance arms, respectively,
and provide a comprehensive range of insurance solutions for
individual and corporate customers.

The BEA Group strives to be a positive, enabling force in the
communities it serves and is committed to long-term sustainable
development. The Group integrates social, environmental, ethical,
employee, and customer concerns into its business and operations
with the aim of aligning the interests of its stakeholders and the
society at large.

For more information on BEA, please visit your nearest BEA branch
or the Bank’s homepage at www.hkbea.com.
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2019 2018
HK$ Million HK$ Million ~ Change &8}
BEEER BERET % BAE
Profitability 2 %l
Operating profit before impairment losses
ARNBGIBIETR R 2 £ &% A 9,793 8,509 +15.1
Profit attributable to owners of the parent
A SRR A B AR A 5 7 3,260 6,509 -49.9
Balance Sheet Strength EE& &R
Total loans and advances to customers and trade bills
BEFENRRBRKE HRBEEE 521,186 515,281 +1.1
Total assets
BERR 865,198 839,451 +3.1
Total customers’ deposits and certificates of deposit issued
TR 647,586 632,604 +2.4
Total equity
PR AR 109,638 103,575 +5.9
Earnings Per Share and Dividends Per Share
BEREIANRERERE
Basic earnings
EARBF HK$0.89 HK$2.07 -57.0
Dividends
B HK$0.46 HK$1.18 -61.0
Key RatiosE=ZE Lt &
Return on average assets'
FHEER#RE 0.3% 0.7%
Return on average equity?
IR IR A 2R O R 2.7% 6.3%
Cost-to-income ratio?
BRANE A B R 50.2% 50.2%
Loan to deposit ratio*
ERETEREE 78.6% 79.1%
Impaired loan ratio®
MBS X 1.2% 0.7%
Average liquidity coverage ratio  -first quarter £ —Z& 169.8% 137.8%
O RE RS R -second quarter 55 —Z=F 171.7% 144.8%
-third quarter F=ZFF 166.9% 153.0%
-fourth quarter SEPUZEE 175.7% 180.5%
Common Equity Tier 1 capital ratio®
TR —RE AR 15.6% 15.7%
Tier 1 capital ratio®
—RERL X 18.4% 17.8%
Total capital ratio®
BERL X 20.4% 20.8%
Notes:

" Profits attributable to owners of the parent for the year after deduction of the distributions to Hybrid/Additional Tier 1 issue holders / Monthly
average balance of the total assets for the year including last year-end balance.

2 Profits attributable to owners of the parent for the year after deduction of the distributions to Hybrid/Additional Tier 1 issue holders / Monthly
average balance of the total equity attributable to the owners of the parent for the year including last year-end balance.

3 Operating expenses / Operating income.

4 Total gross loans and advances to customers / Total deposits from customers and certificates of deposits issued.
5 Gross impaired loans and advances to customers / Total gross loans and advances to customers.

6 It is computed on a consolidated basis in accordance with Banking (Capital) Rules.
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FIVE-YEAR FINANCIAL SUMMARY *
SFEFMBERER"

TOTAL EQUITY
i SR A a5 4 R

HK$ Million
BEEBT
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LOANS AND ADVANCES TO CUSTOMERS / TOTAL DEPOSITS / TOTAL ASSETS
EFENRBR/ FRAHE  EERS

HK$ Million
BEEET
900,000 865,198

A 839,451
800,000 781,364 765,706

700,000

632,604 647,586

600,000 578,020 564,646 608,150

509,105

500,631

500,000 473,776

454,242
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400,000

300,000
200,000

100,000
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. Loans and Advances to Customers & 5 &5 R #15% . Total Deposits 75458 . Total Assets G

* Due to the Hong Kong Financial Reporting Standards that came into effect during the financial year, the above summary have not been
prepared on a consistent basis. Changes in accounting policies are set out in Note 3 of the Notes To The Financial Statements.

* BRAFERERZ (EBUBEMEER) L2 5 FHUBHMBILIRBR—ES - BatHR S BHEEEHERM AL 3 AZIH -



REMITERDT | 2019 F$k 05

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT
TEBRAEER R mA

HK$ Million
BEREET
10,000 9,347

9,000
8,000
7,000 6,509
6,000 5,522
5,000
4,000 3,723 3,260
3,000
2,000
1,000

2015 2016 2017 2018 2019

FIVE-YEAR COMPARISON

5 F LB
2015 2016 2017 2018 2019
HK$ Million HK$ Million HK$ Million HK$ Million HK$ Million
BERET BEEET BERET BERER BETER
Total equity
R AE S B 85,641 86,636 101,214 103,575 109,638
Total deposits
T aE 578,020 564,646 608,150 632,604 647,586
Loans and advances to customers
P E 441,506 454,242 473,776 500,631 509,105
Total assets
BEMEE 781,364 765,706 808,942 839,451 865,198
Lean fio dla g0t =10 76% 80% 78% 79% 79%
BERETFRER
Profit attributable to
owners of the parent 5,522 3,723 9,347 6,509 3,260
] BB IR R s
Earnings per share
SR EH HK$1.95 HK$1.21 HK$3.21 HK$2.07 HK$0.89
EHTELels ger sl HK$0.88 HK$0.56 HK$1.28 HK$1.18 HK$0.46

BERE



06 The Bank of East Asia, Limited | Annual Report 2019

This year is the first time that | report to you in my new
position as Executive Chairman of the Bank. It has been
my great privilege to serve as Chief Executive for the
past 38 years, and | am very pleased that Mr. Adrian Li
and Mr. Brian Li will now lead the Bank forward as Co-
Chief Executives.

Their appointment, in our centenary year, brings
continuity amidst global economic uncertainty and
transition in the financial sector.

Increasing competition and accelerating change, a
slowing Mainland economy aggravated by the US-China
trade dispute, and prolonged social unrest in Hong Kong
made 2019 a particularly challenging year.

We continue to believe in the immense potential of our
home markets. During our centenary year, BEA took
stock, identified opportunities and invested for future
growth. We also reaffirmed our medium and long-term
strategies, rolling out a series of measures focussing on
meeting customer needs, driving sustainable growth and
enhancing the efficiency of our business.

In the 100 years since we first opened our doors, we
have grown together with the customers we serve. As
we enter our second century, our customers remain our
top priority.

Going forward, BEA aims to build even stronger long-
term client relationships, as we hone our focus on being a
customer-centric financial services provider.

Over the decades, customer expectations with regard
to convenience and service quality have evolved
considerably, ever more so in the digital era. At BEA, we
have long been at the forefront of banking technology,
and we will continue to develop innovative and user-
friendly services and tools to best serve our customers.

Dr. the Hon. Sir David LI Kwok-po
Executive Chairman

HITEE

FEES

ltl
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DIVIDENDS FOR THE LAST 5 YEARS
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On 1st January, 2020, we established a new Digital &
Innovation Office. This office will lead the Group'’s digital
strategy, focussing on enhancing our data analytics
capabilities, strengthening our insights into customer
behaviour and preferences, and building fintech solutions.

We are also focussing on our partnerships with digital
service providers, extending our client base and bringing
our customers new experiences and new solutions. At
the same time, we are continuously upgrading security,
ensuring that we remain at the forefront of best practice
in the industry.

With the low interest rate environment expected to
persist, we are seeking to expand fee income.

Moving into 2020, we are enhancing our retail wealth
management platform and strengthening cross-border
collaboration to capture opportunities arising from the
region’s increasing affluence.

We aim to provide holistic banking services through our
online and offline channels, striving to serve an ever-
larger share of our customers’ financial needs.

With the strength of our mobile and digital offering,
we are well-positioned to compete with new market
entrants, including technology firms and virtual banks.
At the same time, our branch network gives us a clear
advantage in building relationships and providing more
complex products and services.

To attract low-cost deposits and drive down funding
costs, we will continue to expand our transaction
banking, trade finance and cash management businesses.
Meanwhile, BEA China will focus on its co-lending, credit
card, trade finance, supply-chain financing and cross-
border financing businesses.

We have implemented measures across the Bank to
improve productivity and draw greater returns from
our assets.

In Hong Kong, we have made changes in various areas
to facilitate collaboration between business units, driving
improvements in efficiency and value creation. We
continue to streamline branch and back-office operations,
deploying end-to-end technologies to reduce staff
workload and reposition our branches as sales centres.

Similarly, BEA China is reallocating resources to high-
potential areas and investing in online infrastructure, in
alignment with customer trends. At the same time, key
processes such as risk management are being centralised
to improve effectiveness and strengthen internal controls.

Recognising that the key to success is our people,
we are nurturing a Bank culture that takes prides in
delivering best-in-class financial solutions. To this end,
we have realigned our appraisal and incentive system to
encourage greater collaboration and motivate staff to
strive for excellence.

To ensure that capital is deployed efficiently and improve
the return on risk-weighted assets, we have set clear
goals for our business units. Finally, while investing for
productivity growth and efficiency gains, we will remain
disciplined regarding expenses to ensure that we operate
a sustainable, cost-effective business.

The challenging conditions in 2019 caused difficulties for
certain clients on the Mainland. Accordingly, the Bank
accelerated the downgrade of a number of loans and
made adequate provisions to address the situation. This
prudent approach led to a surge in the non-performing
loan ratio for 2019. We continue to de-risk and actively
manage the problem loan portfolio.

In mid-January 2020, the Central People’s Government
launched a series of initiatives to control the threat to
public health posed by a new coronavirus. While the
outbreak has been concentrated on the Mainland, a
number of countries have introduced travel restrictions
on visitors from China in an attempt to contain the
spread of the virus. At the beginning of February,
BEA implemented its emergency response protocol
for infectious diseases, introducing work-from-home
arrangements where practicable and appropriate. A
number of branches have been closed temporarily to
protect our customers and our staff.

We continue to maintain all services for our clients,
and encourage customers to use our online channels
wherever possible. We are monitoring the situation,
and will adopt a risk-averse posture until the outbreak is
brought under control.
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In the longer term, we see great opportunities to prosper
in line with national growth initiatives. With a major
branch presence within the Greater Bay Area, BEA is well
placed to benefit from policies that aim to transform
the region into a global technology and innovation hub.
By leveraging our unique China platform and robust
fintech solutions, BEA's solid franchise will be further
strengthened, assuring the Bank'’s long-term prospects.

We continue to strengthen ties with our two key strategic
partners, namely CaixaBank and Sumitomo Mitsui
Banking Corporation, and deepen our relationships with
all other partners and affiliates. We believe that these
relationships will become even more valuable in the years
to come.

We are also investing in our people and in new resources
to realise our vision to be the trusted and preferred
banking partner in Greater China and beyond. We are
confident that this commitment will enable BEA to meet
the increasingly sophisticated needs of retail, corporate
and private banking customers at all times.

| extend my grateful thanks to our talented and dedicated
management team for their commitment to the Bank’s
long-term goals. The management team and | are
very grateful to all our employees for their pursuit of
excellence in all that they do.

| extend my personal appreciation to the Bank’s Board
of Directors and the Directors of our subsidiaries and
associated companies for their support and invaluable
advice during the past year. | am also very grateful to all
our business partners for their significant contributions to
our success. And | thank our shareholders for sharing our
vision, and for supporting us through every market cycle.

Most importantly, | thank our clients for placing their
trust in BEA. We aim to serve you to your complete
satisfaction, whichever way you choose to bank with us.

David LI Kwok-po

Executive Chairman

Hong Kong, 19th February, 2020
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Financial Performance

For the year 2019, the Group earned a profit attributable
to owners of the parent of HK$3,260 million, representing
a decrease of HK$3,249 million or 49.9%, compared
with the HK$6,509 million earned in 2018. Pre-provision
operating profit of the Group was strong, growing by
15.1% year-on-year. The drop in attributable profit was
mainly due to a significant increase in impairment losses
in Mainland China.

Basic earnings per share stood at HK$0.89 in 2019,
compared to HK$2.07 in 2018.

Return on average assets and return on average equity
were 0.3% and 2.7%, respectively, in 2019, compared to
0.7% and 6.3%, respectively, in 2018.

Net interest income for the Group increased by HK$1,541
million, or 11.9%, to HK$14,500 million, as net interest
margin rose from 1.73% to 1.85% and average interest-
bearing assets grew by 4.9%.

Net fee and commission income rose by HK$288 million,
or 10.8%, to HK$2,941 million. The growth was largely
contributed by higher commission income from credit
cards and sales of third-party insurance policies, and was
partially offset by a decrease in commission income from
securities and brokerage.

Taken together, net trading and hedging results and net
results from financial instruments designated/mandatory
at fair value through profit or loss increased by HK$281
million to HK$1,032 million. Overall, non-interest income
grew by 26.0% to HK$5,184 million. Operating income
increased by 15.3% to HK$19,684 million.

Total operating expenses rose by 15.5% to HK$9,891
million. The rise was mainly due to an increase in internet
platform charges incurred for retail co-lending business
in Mainland China. Excluding such internet platform
charges, total operating expenses rose by 7.1%. The cost-
to-income ratio remained flat at 50.2% in 2019.

Pre-provision operating profit stood at HK$9,793 million,
an increase of HK$1,284 million, or 15.1%, when
compared with 2018.

The net charge of impairment losses on financial
assets for the Group rose from HK$1,188 million in
2018 to HK$7,253 million in 2019, mainly due to
higher impairment losses recorded by Mainland China
operations, and the Group’s impaired loan ratio rose
from 0.70% at the end of 2018 to 1.22% at the end of
2019. The impaired loan ratio for Hong Kong operations
improved from 0.29% to 0.25%, while that for Mainland
China operations rose from 1.73% to 3.80%.

Operating profit after impairment losses amounted to
HK$2,540 million, a decrease of HK$4,379 million, or
63.3%.

Net profit on the sale of financial assets measured at fair
value through other comprehensive income increased by
17.6% to HK$72 million.

Net profit on sale of assets held for sale in 2019
amounted to HK$18 million, mainly contributed by
a profit of HK$105 million on the disposal of several
properties in Hong Kong, partly offset by a loss of HK$94
million on the disposal of certain subsidiaries in Mainland
China and an associated company in Indonesia.

Valuation on investment properties recorded a net loss of
HK$33 million.

The Group shared after-tax profits from associates and
joint ventures of HK$622 million, an increase of HK$56
million, or 9.9% compared to 2018.

Owing to a deferred tax credit arising from impairment
losses recorded in Mainland operations and a write back
of certain overprovision in Hong Kong and Overseas
operations, the Group’s income tax reversed from a
charge of HK$1,506 million for 2018 to a credit of
HK$138 million for 2019.

After accounting for income taxes, profit after taxation
fell to HK$3,336 million, a decrease of 49.1% compared
to the HK$6,554 million earned in 2018.
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Financial Position

Total consolidated assets of the Group stood at
HK$865,198 million at the end of 2019, an increase
of 3.1% compared to HK$839,451 million at the end
of 2018.

Gross advances to customers rose by 1.7% to HK$509,105
million, while trade bills negotiated declined by 17.5% to
HK$12,081 million.

Investment securities increased by 13.0% to HK$163,514
million.

Total equity attributable to owners of the parent
increased to HK$95,307 million, a rise of 3.8%), mainly
due to the net profit of HK$3,260 million earned
during 2019.

Additional Tier 1 capital increased to HK$13,963 million,
up 57.0%, while loan capital decreased by 17.2% to
HK$10,238 million.

Debt securities issued increased to HK$3,181 million,
up 464.1%.

Total deposits from customers decreased by 0.1% to
HK$573,527 million. Of the total, demand deposits and
current account balances decreased by HK$5,192 million,
or 7.2%; savings deposits increased by HK$9,265 million,
or 7.1%; and time deposits decreased by HK$4,660
million, or 1.3%. Total deposit funds, comprising deposits
from customers and all certificates of deposit issued,
increased by 2.4% to HK$647,586 million.

The loan-to-deposit ratio stood at 78.6% at the end of
2019, compared to 79.1% at the end of 2018.

As at 31st December, 2019, the total capital ratio, tier 1
capital ratio, and common equity tier 1 capital ratio were
20.4%, 18.4%, and 15.6%, respectively. The average
liquidity coverage ratio for the quarter ended 31st
December, 2019 was 175.7%, which was well above the
statutory minimum of 100%.

S&P Global Ratings

The Bank of East Asia, Limited

Long-term Counterparty Credit A-
(local and foreign currency)

Short-term Counterparty Credit A-2
(local and foreign currency)
Outlook Stable

Moody’s Investor Service

The Bank of East Asia, Limited

Long-term Bank Deposit A3
(local and foreign currency)

Short-term Bank Deposit Prime-2
(local and foreign currency)
Outlook Stable
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The Bank of East Asia, Limited RIn$E{THER A T

1

10

“2019 Best SME’s Partner Gold Award”
(for the second consecutive year)
- The Hong Kong General Chamber of Small and Medium Business

“Quamnet Outstanding Enterprise Awards 2018 — Outstanding
SME Service Provider (Bank)” (for the sixth consecutive year)
- China Tonghai Financial Media Limited

“Best Digital Bank, Hong Kong” and “Best Retail Bank, Hong
Kong” in the Brand Awards 2018;

“Best Private Bank in Greater China” and “Best Wealth Management
Partner in North Asia” in the Brand Awards 2019

- Global Brands Magazine

“Excellent Brand of Smart Banking” in the Hong Kong Leaders’
Choice Awards 2019
- Metro Finance

"Outstanding Intelligent Lifestyle and Financial Management
Platform” in the FinTech Awards 2018
- ET Net

Gold Award for “Best App — Banking Services”, “Best App —
Lifestyle / Entertainment”, “Best App — Reform” in the Mob-Ex
Awards 2019;

Silver Award for “Best User Experience”, and “Most Innovative Use
of Mobile Technology” in the Mob-Ex Awards 2019

- Marketing Magazine

“Most Innovative Mobile Banking Application, Hong Kong” in the
Triple A Digital Awards 2018
- The Asset Magazine

“Best Frictionless Omni Channel Integration in Hong Kong” in The
Asian Banker Hong Kong Awards;

“Payment Merchant Services of the Year in Asia Pacific” in the
International Excellence in Retail Financial Services Awards 2019

- The Asian Banker

The Excellence Award in “Digital Innovation”, “Branch Innovation”,
and “Integrated Marketing (Branding Promotion)” in the Financial
Institution Awards 2019;

Outstanding Performance Award in “Mobile Banking” in the
Financial Institution Awards 2019

- Bloomberg Businessweek (Chinese Edition)

“Hong Kong and Macau Innovative Awards — Issuing Innovative
Award (UnionPay APP)”; Gold Award for “Highest UnionPay Online
Payment (UPOP) Acquiring Volume 2018

- UnionPay International

N e

v B
b € b :.1 —
L
\Fh

FNPEBRERES 52019 CEER 2 F K
- BEPNHLEERE

EEMELHERPEAR2018 — [FEHHR/ND
EIRBHE (R17) | CBEE 6 FER)
- FEE S BAEIRE R AA]

2ERMB KR 2018 [ BB RESIHIET I &
[BERETERT] UK

2019 [ K ERHREMARIT] B[ KE
SEMEERAENE]

- (EHARED T

BELERMMIE 20192 [ £ A1 LR
1TiRFm e |

- FHEEE
TRBHXALE 2018 2 [HEH B EEV & |
- (EEaE)

FHRMBHEES M ALE2019 2 [REFHRE
A — RITRIS] S5

[BEFRBN — £7E/ IR 48 -
[RIEFHIEN — 23] 58
[RIEMAPEER ] RE R

[ Ex Bl F R FE A | $REE

- (Marketing) 2875

Triple ABUISARIS K #2018 2 [ H A ZKAIFF
HRTTIER |
- (A1 &) it

EBREY [RRG2RERAER MEFE
REMTE SRR IEIEF 2120192 [ 8
KEFERERP MRS

- (EEMEIRTTHD

TREBAR2019 7 [HBAIF — S#A
2] [D1TRIFRY — SHAR]  [BEE
SHRAE (MhEEE) — SRS UK [ FH#
JERSRIT RIS — BEHIAEE ]
- (EEBEAT) (FXHR)

R EIFT4ETE — BRAIFTEE (2RI APP)
EHEFEUPOPR 5 E820184 % [BERIL
B A%TA |

- IREREEX




The Bank of East Asia (China) Limited 328847 (hEl) ARA A

REWVITEMRAT | 2019 F # 17

1

12

13

14

15

16

“2019 The Best Foreign Bank in Brand-building” in the 2019
Golden-shell Award of China Asset Management
- 21st Century Business Herald

2019 Annual Foreign Bank of Excellent Brand
- The Economic Observer

“2019 Most Innovative Wealth Management Bank” in the 10th
Golden Tripod Award
- National Business Daily

“2019 Foreign Bank of Excellent Competitiveness” in the 2019
Financial Institutions of Competitiveness of Excellence, and “New
Era Financial Institution Influence Award”

- China Business Journal

“Most Potential Forward & Swap Transaction Market Maker Award

and “Best Comprehensive Member Award”

- China Foreign Exchange Trade System & National Interbank
Funding Center

“2018 China Grand Award”
- JIEMIAN & CailianPress
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“Gold Ratings — BEA (MPF) Value Scheme — MPF Ratings’ 2019
MPF Scheme Ratings and Awards”
- MPF Ratings Limited
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“IFTA Fintech Achievement Award 2018 — Insur-Tech Platinum
Award"”
- Institute of Financial Technologists of Asia

“Banking & Finance Awards 2019 — Excellence Award for Travel
Insurance Product”
- Sky Post
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“The Asset Benchmark Research 2019 — One of the Top Investment
Houses in Asian G3 Bonds — Hong Kong”
- The Asset
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- (B1&) 7t

For the BEA Union Investment Asian Bond and Currency Fund B F REBETNESRE¥ES

21

22

“BENCHMARK Fund of the Year Awards 2019 — Asia Pacific Fixed
Income HC within Mutual Funds’ Top Funds Awards, Best-In-Class”
- BENCHMARK

“Best Bond Fund, Asia Pacific HC” (for its 5-year performance)
- Refinitiv Lipper Fund Award Programme 2019 Hong Kong
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Global economic growth remained subdued in 2019,
clouded by concerns of an escalation in United States-
China trade tensions. In response, central banks around
the world eased monetary conditions to provide a buffer
for their economies in the face of uncertainties. Weak
external demand arising from the trade tensions led to a
4.1% year-on-year decline in Hong Kong exports in 2019.

Meanwhile, Hong Kong's domestic economy was
affected by escalating social unrest, starting from mid-
2019. Retail sales dropped by 11.1% for the whole year.
Facing stress on both internal and external fronts, the
economy contracted by 1.2% in 2019. By the end of
2019, property prices had slid 4.6% compared to the
historic high reached in May. Nevertheless, they were still
5.3% higher than at the start of the year. Unemployment
rose to 3.3% in December, the highest level recorded in
the past two years.

In the coming year, besides the persisting social unrest,
the economy will also have to cope with the threat of
the spreading of the coronavirus. Not only will this weigh
on consumer confidence, the resultant impediment to
business meetings, conferences and cross-border travel
will disrupt normal commercial activity. More business
closures and downsizing are expected in the coming
months, pushing the unemployment rate higher. This in
turn will further weigh on consumer spending in 2020.

Meanwhile, despite the first-phase trade deal finalised in
January 2020, most of the tariffs imposed by the US on
China remain in place. Hence, Hong Kong exports are
expected to see only a gradual recovery in 2020. All in all,
Hong Kong's gross domestic product is forecast to contract
by 1.5%, while the inflation rate will soften to 2.2%.

On the Mainland, exports rose by 0.5% in 2019, as US-
China trade friction and escalating tariffs weighed on
demand for Mainland products. Business confidence
declined, leading to weak job growth. Retail sales growth
slowed to 8.0% in 2019.

Pork prices surged in the wake of the swine flu epidemic,
pushing overall inflation to 2.9% in 2019. However, non-
food inflation averaged only 1.4%, reflecting weakness
in consumer demand. In an attempt to stabilise the
economy, the Central Government has launched a series
of fiscal and monetary stimulus measures, including a
half-percentage point reduction in the required reserve
ratio and tax cuts for both individuals and corporations.

Looking ahead, the economy will endure the headwinds
posed by US trade tariffs and the spreading of the
coronavirus. However, following the containment of the
disease, we expect the Central Government will introduce
measures to stabilise the economy. As of early February
this year, we forecast that China’s economic growth
will decelerate to around 5.4% for 2020. Inflation will
average 3.3%.

Business — Hong Kong

At the end of December 2019, the aggregate value of all
customer loans and trade bills of BEA in Hong Kong was
8.0% higher than at the end of 2018. Customer loans
were 10.0% higher, debt investments 20.1% higher and
customer deposits 6.5% higher.

Retail Banking

Despite a prolonged period of social unrest, BEA's retail
operations posted strong results in 2019. Operating
income rose by 11.4% year-on-year. Net interest income
increased by 8.4% on higher average deposit balances
and a widened deposit spread. Net fee and commission
income grew by 30.5%, driven by retail wealth and credit
card fee income.



BEA formed a strategic alliance with a
series of partners, leveraging the power
of API to bring new banking experiences
to customers.
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Targeted segmentation saw a continued improvement in
new account intake, contributing to double-digit growth
in the bases of both affluent and emerging affluent
customers. There was also significant growth in new cross-
border clients, following the establishment of dedicated
service points across the Bank’s Hong Kong network.

Revenue from wealth management services was resilient
in the face of weaker market sentiment in the second half
of the year. Income from retail investment and insurance
products rose by 15.7% year-on-year. In particular,
commission from insurance sales saw exceptional growth.

The resilient performance was underpinned by BEA’s
digital strategy. Even as escalating social unrest led to the
temporary suspension of some branch services, customers
still had convenient access to a range of services and
products via the Bank’s mobile app and Cyberbanking
portal. Digital customer penetration has reached 50%
and close to 80% of financial transactions are made via
automated channels.

Following enhancements to the BEA App, mobile
adoption picked up pace, with 37% growth in activated
mobile banking users over the year. A wide range of
retail wealth products were made available via mobile
in the second half, including unit trusts, linked deposits
and short-term life insurance. In addition, a new app for
remote account opening, BEA Flash, was launched with
a market-first live chat feature. BEA Flash shortens the
account-opening process to just six minutes.

BEA has formed strategic alliances with a number of
external service providers, enabling the Bank to integrate
with their ecosystems and leverage open APIs to share
product information and process applications. BEA will
continue to work with digital partners to expand its scope
of service and extend its reach to new customers.

Corporate and Commercial Banking

Corporate Banking’s performance was sustained in
2019 despite the challenging operating environment.
Operating income increased by 3.2% year-on-year, with
solid growth in both net interest income and net fee and
commission income.

The division was restructured at the end of 2018 to
improve segmentation and focus acquisition on key
client groups, with positive results. The corporate loan
balance rose by 6.9%, driven by growth in commercial
loans, as new teams of relationship managers successfully
brought in business from mid-cap companies. Meanwhile,
targeted efforts to grow operating accounts also bore
fruit. The intake of new accounts rose significantly over
the year, particularly among the SME segment, and
corporate CASA deposits increased by 83.7%.

As a local bank, BEA supported local SMEs during the
economic downturn. Credit facilities approved by BEA
to SMEs under the government'’s loan and financing
guarantee schemes more than tripled year-on-year. At the
same time, credit risk was closely monitored and the Bank
worked proactively to uphold asset quality. As a result,
credit costs remained manageable and the impaired loan
ratio was kept at a low level.

BEA is improving its digital platform for corporate clients
to enrich transaction banking capabilities and increase
customer stickiness. Several system enhancements were
made during the year. The number of active Corporate
Cyberbanking users grew by 45% in 2019, while digital
transactions rose by 57%.

To drive business synergies, both internally and with
external partners, the Financial Institutions Department
has been grouped under Corporate Banking. This will
facilitate better resource allocation, grow business
through referrals, and enable the Bank to better serve
non-bank institutions such as insurance companies, fund
houses and NGOs.

Going forward, Corporate Banking remains focussed
on managing asset quality, driving balanced growth
in deposits and loans, and generating fee income. The
Bank will continue to develop its transaction banking,
trade finance and corporate wealth management
services to attract CASA deposits and bring cross-selling
opportunities.
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Wealth Management

Performance held up well for Private Banking during the
year under review. Growth in net fee and commission
income was offset by a decline in net interest income, as
margins were pressured by competition for loans and a
rise in funding costs. Overall, operating income was flat
year-on-year.

With continued uncertainty in global markets, investors
were risk averse throughout 2019, preferring bonds
to equity. Despite this, investment momentum picked
up compared to the previous year. Private Banking
encouraged clients to diversify their portfolios and saw
good take-up of mutual funds, particularly bond funds.
Revenue from sales of investment products rose by 5.1%.

New business was driven by clients and funds from the
Greater Bay Area. Meanwhile, loans to Private Banking
customers increased by 14.3% as clients sought leverage
for investments. Assets under management rose by
11.0% year-on-year.

BEA has adopted a range of new initiatives to further
enhance fee income from its wealth management
operations. Private Banking will work more closely with
business units across the Bank’s global network to better
capture cross-selling opportunities, particularly with
existing corporate clients.

The Bank is developing a more personalised,
comprehensive and user-friendly digital platform to
enhance interaction with high-net-worth clients. A client
version of the Bank’s internal portfolio management
application has been added to the BEA App for the
exclusive use of Private Banking customers. Further
enhancements will be made to provide additional value-
added content, as well as useful wealth management
functions and services.

Insurance and MPF Services

Following the adoption of HKFRS 9, changes in the
valuation of certain financial assets are included in net
insurance profit, making this line more volatile due to
market fluctuations. During the period under review, the
Bank’s net insurance profit more than doubled, mainly
arising from revaluation gains in debt investments.
Excluding these gains, the core performance of the Bank’s
insurance business continued to improve, with year-on-
year growth of 21.8%.

For BEA Life Limited, the Bank's wholly-owned life
insurance arm, new premium income reached a record
high in 2019 with growth of 50.8% year-on-year. This
drove an increase of 29.1% in the Bank’s commission
income from sales of BEA Life products. Short-term
products with guaranteed returns saw an enthusiastic
response from customers, while sales of long-term
products also recorded impressive growth.

Blue Cross (Asia-Pacific) Insurance Limited, BEA’s wholly-
owned general insurance arm, maintained a disciplined
balance between growth and profitability. Double-digit
growth in underwriting profit was driven by a significant
improvement in performance for group medical insurance.
However, premium income faced pressure due to the
economic downturn in Hong Kong in the second half of 2019.

Blue Cross launched a new mobile application in April,
followed by a chatbot service in December. The new
mobile app saw more than 53,000 downloads in the first
nine months following its launch, with an activation rate
of 67%. The app supports sales, renewals and claims for
a range of personal insurance products. Premium income
from direct customers via online channels recorded
18.0% growth in 2019.

Total membership in BEA's Mandatory Provident Fund
schemes grew to more than 825,000 at the end of
December 2019, while AUM increased to HK$27.8 billion.
The latest overall weighted average fund expense ratio of
the three BEA MPF Schemes was 1.25% at 31st March,
2019, well below the MPF industry average.

My Portfolio, a portfolio management
application available exclusively to Private
Banking customers, was added to the
BEA App.

K EHEBIREAIZR My Portfolio BI5RZE
RLFHERREN - EHALARITESER -



In 2019, Blue Cross launched its mobile app,
Blue Cross HK, the first in Hong Kong to adopt
blockchain technology in medical claim service,
integrating InsurTech and medical insurance.
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Business — China

Economic growth on the Mainland slowed to 6.1% in
2019, as the US-China trade dispute continued to weigh
on business and consumer sentiment. To stabilise and
support the economy, the Central Bank adopted a looser
monetary policy, aiming to assist small and medium
enterprises and the private sector in particular.

Despite the general economic weakness, BEA’s China
banking operations generated a strong pre-provision
operating profit of HK$2,220 million for 2019, up
15.6% year-on-year. With the general easing of liquidity
conditions, funding costs were lower. The shift in business
focus toward consumer lending contributed to a strong
rise in net interest income for 2019, up 30.6% year-on-
year to HK$5,353 million. NIM widened by 60 basis points
year-on-year.

Meanwhile, legacy lending to commercial properties in
non-tier-1 cities has left BEA’s China banking operations
exposed to the weakening economy, despite ongoing de-
risking of BEA’s China portfolio in recent years. Four legacy
loan assets were downgraded in the first half of 2019,
which led to significant one-off post-tax impairment losses.
As a result, BEA's China banking operations reported a net
loss of HK$3,550 million for 2019.

At the end of 2019, the impaired loan ratio for BEA China
stood at 3.81%, down 108 basis points versus the first
half of 2019. The improvement followed the disposal of
significant problem loans in the second half of the year.
Looking ahead, BEA’s China banking operations will
continue to improve the monitoring of distressed loans
and credit assets, and strengthen the recovery, mitigation
and disposal of risky assets.

Advances to customers declined by 12.2% year-on-
year as at 31st December, 2019, to HK$131,371 million,
driven by our efforts in tightening credit underwriting.
In line with funding needs, customer deposits stood
at HK$146,963 million as of the same date, a 14.0%
decrease from a year earlier.

Underlying operating expenses for BEA’s China banking
operations in 2019 were HK$4,195 million, up 26.8%
year-on-year. The increase was due mainly to platform
fees paid to our internet partners. Excluding the aforesaid
costs, the adjusted cost-to-income ratio fell to 59.7%,
down 2.2 percentage points year-on-year, thanks to
effective cost management and higher operating income
in 2019.

Supported by partnerships with leading internet platform
companies, BEA China’s retail banking transformation
programme continued to deliver a sound performance in
2019. The retail lending share of BEA China’s portfolio
grew to 30.6% for 2019, which was ahead of schedule.
In the context of 10.5% growth of the retail customer
base, BEA China will further strengthen cross-selling and
business referrals to enhance its customer conversion rate
and its customer wallet share. In addition, BEA China will
continue to reinforce the relevant support infrastructure,
including internal capabilities in IT, operations, compliance
and risk management.

With respect to corporate banking, BEA China focussed
on promoting transaction banking, investment banking,
cross-border financial solutions and sales of treasury
products, in order to optimise its asset portfolio and
increase fee income contribution. BEA China collaborates
closely with other business units of the Group to support
the real economy and capture opportunities arising
from national strategies, including the Greater Bay Area
Development.

BEA has established a multifaceted presence in the GBA,
including banking, securities, asset management and
information services. In addition, BEA China operates one
of the most extensive networks of any foreign bank with
26 outlets covering all nine Mainland cities in the GBA.
To further enhance synergies among its differentiated
business segments, BEA is in the process of establishing a
GBA Headquarters in Qianhai, Shenzhen.

On the corporate banking front, BEA will focus on
growing certain strategic segments in the GBA and
providing seamless cross-border solutions by leveraging
its on-shore off-shore capabilities. On the retail banking
front, in line with various policy propositions, BEA will
focus on launching innovative products in the areas of
consumer finance, payment and wealth management
to better serve the needs of its GBA clientele. It will also
leverage its strong strategic partnerships with leading
internet platforms to develop specialised GBA offerings.

As at the end of 2019, BEA China operated 98 outlets on
the Mainland including its Headquarters, 31 branches and
66 sub-branches.
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Business — International, Macau and Taiwan

The Bank’s overseas operations remained stable in 2019,
in the face of challenging market conditions stemming
from the ongoing US-China trade dispute, unresolved
Brexit issues and increasing geopolitical tensions.

During the year under review, BEA’'s overseas
branches adopted a defensive posture, expanding
loan books prudently and terminating problematic
relationships. Overall, the Bank’s overseas operations
achieved modest loan growth in 2019.

Pre-provision operating profit decreased by 7.9%, due
to the interplay of de-risking strategies, soaring funding
costs, implementation of the HKFRS 16 Leases on 1st
January, 2019, and depreciation of Pound Sterling
against the Hong Kong dollar. The cost-to-income ratio
for overseas operations increased from 32.7% in 2018
to 35.2% in 2019. Higher expenses were incurred on
risk and compliance, as regulatory requirements become
more stringent. Asset quality remained sound, with the
impaired loan ratio standing at 0.54%.

In spite of fierce market competition, which led to
substantial loan prepayments, the Bank’s operations
in the US delivered steady operating results. The
unit participated in syndicated loans to investment-
grade borrowers and large corporates, and provided
financing for real estate projects in gateway cities with
strong sponsors. In addition, the Bank’s US operations
strengthened bilateral lending relationships with existing
BEA customers who have investments in the US.

Despite Brexit uncertainties, the Bank's UK operations
delivered both loan growth and higher profitability in
2019, riding on sustained investment demand from
Mainland China, Hong Kong and other Asian countries. In
addition, the unit made good progress in diversifying
its loan portfolio through syndicated lending to well-
established corporates, seeking out opportunities that
offered exposure to companies that maintained strong
balance sheets and had positive business outlooks.

Singapore Branch achieved high single-digit growth in
loans in 2019, even though the local economy remained
subdued. The unit continued to de-risk, focussing on
syndicated and bilateral facilities involving large corporates,
listed companies and government-linked corporations.

Meanwhile, Labuan, Macau and Taiwan branches faced
difficult market conditions, including fierce competition,
and maintained a prudent stance throughout the year.
For 2020, Labuan Branch will work closely with Singapore
Branch and our strategic partners to pursue quality
bilateral and syndicated loans with large corporates.

Macau Branch will focus on local corporates with strong
sponsors in 2020. In addition, Macau Branch will further
develop business with companies that qualify for the
Macau Government’s Small and Medium-Sized Enterprises
Credit Guarantee Scheme.

Taiwan Branch continues to bolster its origination
capability in the syndicated loan market and will arrange
syndication deals for large Asian companies to increase
fee income.

Looking ahead, against the backdrop of a challenging
macro environment, BEA's overseas branches will
continue to prioritise asset quality over loan growth. All
branches will further leverage their local expertise and
international presence to develop additional cross-border
banking business. The overseas branches will also seek
to expand business relationships with existing clients, in
order to enhance clients’ total value to the Bank Group.

Meanwhile, the overseas branches will seek additional
opportunities to collaborate with BEA Head Office,
BEA China and the Bank’s strategic partners in order to
serve outbound investment demand from the Greater
China region.

Last but not least, the Bank's overseas branches will
advance efforts to rationalise their physical networks,
streamline operating procedures and automate processes
in order to achieve higher efficiency and promote
sustainable growth.

BEA Union Investment Management Limited

Despite lacklustre investor sentiment and challenging
market conditions, BEA Union Investment recorded an
increase of 29% in AUM year-on-year in 2019. Inflows
have remained robust, and the Company has enjoyed a
high level of customer asset retention across its retail and
institutional businesses.

In response to investors’ need for fixed maturity products
with a stable income stream, BEA Union Investment
launched a new product, Asian Bond Target Maturity
Fund 2022, in January 2019. The fund is the first fixed
maturity bond fund authorised by the Securities and
Futures Commission for Hong Kong retail investors. To
build on the success of this innovative product, BEA Union
Investment launched the Asian Corporate Target Maturity
Fund 2023 in the fourth quarter of 2019.

During 2019, the Company introduced new channels
for retail and private banking, as well as for financial
institutions on the Mainland. Meanwhile, the institutional
business continued to secure new mandates and
investment advisory from Hong Kong and overseas,
including Thailand and Europe.
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The Company continues to expand its distribution
network in Mainland China and Europe for its flagship
funds under the Mutual Recognition of Funds (MRF)
Schemes. Looking ahead, the Company’s wholly-
owned subsidiary, BEA Union Investment Management
(Shenzhen) Limited, has registered with Mainland
authorities for a private fund management company
licence, which enables the Company to invest capital
onshore and launch private funds catering to professional
investors on the Mainland.

Our People

As of 31st December, 2019, the BEA Group employed
9,846 people:

As of 31st As of 31st

December, 2019 December, 2018

(restated)

Hong Kong 5,564 5,227
Mainland China 3,681 3,970
Macau and Taiwan 158 164
Overseas 443 435
Total 9,846 9,796

* With effect from 1st July, 2019, Credit Gain group of companies
should have been re-classified from Hong Kong Operations to
Mainland China Operations. As such, the headcount figures of 31st
December, 2018 have been restated for comparison purposes.

In 2019, the Bank continued to build a strong
corporate culture based on prudent risk management
and a commitment to ensuring a positive experience
for every customer. Drawing on feedback gathered
through employee and customer surveys, a number of
new initiatives were implemented in 2019. The Staff
Recognition Scheme was promoted more actively to
show appreciation to staff members who demonstrated
positive behaviours that reinforce the Bank’s core values.
Interactive town hall meetings led by members of Senior
Management were also conducted to encourage open
communication, discuss lessons learnt from real cases and
strengthen the Bank’s risk culture.

In October 2019, the Bank implemented a new talent
development framework to support staff members in their
growth. The framework provides a structured and robust
approach to identifying employees with strong potential to
serve at the senior management and department head level
within the Bank, supporting their aspirations for growth
and development, and grooming talent to assume future
leadership roles. With this framework in place, a new
potential identification exercise and a refined succession
planning exercise were completed during the year under
review. In 2020, the Bank aims to launch a series of new
talent and leadership development interventions.

At the same time, BEA continued to groom young talent
under existing programmes, including the Management
Trainee, Corporate Banking Trainee, Operations Trainee,
Relationship Manager Trainee and Branch Operations
Trainee programmes.

A new leadership training programme on performance
management was conducted for the Senior Management
and their senior executives. The training was designed to
foster a collaborative mindset when setting strategic goals
and to sharpen necessary skills, ensuring that these goals
are tied closely with the Bank’s core objectives, are well
aligned across different business units and functions, and
are effectively cascaded down the organisation.
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Risk Management Framework

The Group has established a risk governance and
management framework in line with the requirements
set out by the Hong Kong Monetary Authority and other
regulators. This framework is built around a structure
that enables the Board and Senior Management to
discharge their risk management-related responsibilities
with appropriate delegation and checks and balances.
These responsibilities include defining risk appetite in
accordance with the Group’s business strategies and
objectives, formulating risk policies that govern the
execution of those strategies, and establishing procedures
and limits for the approval, control, monitoring, and
remedy of risks.

The Risk Committee stands at the highest level of the
Group’s risk governance structure under the Board. It
consists of five independent non-executive directors
(including the Chairman of the Committee) and two
non-executive directors. The Risk Committee provides
direct oversight over the formulation of the Group’s
risk appetite, and sets the levels of risk that the Group
is willing to undertake with reference to its financial
capacity, strategic direction, prevailing market conditions,
and regulatory requirements.

The Risk Committee also ensures that the Group's risk
appetite is reflected in the policies and procedures
that Senior Management adopt to execute their
business functions. Through the Group’s management
committees, including Crisis Management Committee,
Risk Management Committee, Credit Committee, Asset
and Liability Management Committee, and Operational
Risk Management Committee — and with overall co-
ordination by the Risk Management Division — the
Risk Committee regularly reviews the Group’s risk
management framework and ensures that all important
risk-related tasks are performed according to established
policies with appropriate resources.

Enterprise Risk Management

The Group has implemented an Enterprise Risk
Management framework. The ERM framework is
promulgated with the objectives of identifying and
managing potential risks in a holistic and effective
manner, fulfilling the HKMA's higher expectations
with regard to the risk management of the Group as a
Domestic Systemically Important Bank, and reinforcing
the “Three Lines of Defence” risk management model.

The Group has adopted the “Three Lines of Defence”
risk management structure to ensure that roles and
responsibilities in regard to risk management within the
Group are clearly defined. The “Three Lines of Defence”
model is summarised as follows:

e The first line of defence comprises the Risk Owners,
who are heads of business units or support units
of the Bank Group, together with staff under their
management. They are primarily responsible for the
day-to-day risk management of their units, including
establishing and executing specific risk control
mechanisms and detailed procedures.

e The second line of defence consists of the Risk
Controllers who are designated staff responsible
for setting out a risk management governance
framework, monitoring risks independently and
supporting the management committees in their
oversight of risk management for the Bank Group.

e The third line of defence is the Internal Audit Division,
which is responsible for providing assurance as to
the effectiveness of the Group’s risk management
framework, including risk governance arrangements.

The Group Chief Risk Officer co-ordinates all risk
management-related matters of the Group, works closely
with the Risk Controllers on the formulation of risk
management policies and exercises risk oversight at the
Group level through a functional working relationship
with all Risk Controllers and Risk Owners.

Principal Risks

The Group faces a variety of risks that could affect its
franchise, operations, and financial conditions. Under the
ERM framework, the principal risks include credit risk,
interest rate risk, market risk, liquidity risk, operational
risk, reputation risk, strategic risk, legal risk, compliance
risk, technology risk, business continuity risk, and new
product and business risk.

The Group has formulated policies to identify, measure,
monitor, control, and report on the various types of
risk and, where appropriate, to allocate adequate
capital to cover those risks. These policies are reviewed
and enhanced on a regular basis to cater for market
changes, statutory requirements, and best practice in risk
management processes.

Measures have been adopted to manage and mitigate
these risks. Moreover, these risk factors are taken
into consideration when formulating the Group’s risk
appetite statement.
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In addition, the risk profiles for the above-mentioned
risk types are reviewed by the Risk Committee and the
Board on a regular basis. Deficiencies of risk management
and significant regulatory issues are reflected in the risk
profiles. Once the profile of a risk type falls into a pre-
defined alert status, management actions will be triggered
to rectify or control the deficiencies or issues identified.

Listed below are the brief description and management
measures for the principal risks. In particular, in 2019,
in order to enhance asset quality, a series of strategic

actions have been taken on concerned portfolios which
include, but are not limited to, property-related exposure,
over-capacity industries, potential high-risk segments and
portfolios affected by political uncertainties. The aim of
the actions is to closely monitor and contain asset quality.
And for 2020, in view of market uncertainties, including
the adverse impact arising from the outbreak of a new
coronavirus, a prudent approach will be adopted for
credit underwriting while additional efforts will be put
on further strengthening credit control to guard against
further asset quality deterioration.

Risk Description

Management Measures

Credit Risk of loss arising from a borrower
or counterparty failing to meet its

obligations

- Establishment of comprehensive policies, guidelines,
and manuals to set out credit control limits, delegated
lending authorities, credit underwriting criteria, a
credit monitoring process, an internal rating structure,
credit recovery procedures, and a provisioning policy

Interest rate Risk resulting from adverse movements
in interest rates that affect the earnings
and economic value of the Group’s

banking book positions

- Establishment of comprehensive policies, guidelines,
and manuals to set out control limits

- In determining the level of interest rate risk,
assessments are made for the gap risk, basis risk
and options risk through the monitoring of repricing
mismatches and the impact of changes in interest
rates on earnings and economic value.

Market Risk arising from adverse movements - Establishment of comprehensive policies, guidelines,
in market factors such as interest and manuals to set out control limits
rates, fore|gh exchange, equity prices, - Measurement and monitoring of potential loss due to
debt securities prices and commodity . -

. . . . adverse price movements and market volatility

prices, which result in profits or losses
for the Group

Liquidity Risk that the Group may not be able - Establishment of comprehensive policies, guidelines,
to meet its financial obligations as and manuals to set out control limits and internal
they come due because of an inability liquidity metrics
t‘o (.)b.tam. adequate funding (funding - Conducting cash flow analysis to monitor funding
liquidity risk); or that the Group cannot needs
easily liquidate assets quickly without
significantly lowering market prices - Contingency funding plan to clearly stipulate
because of inadequate market depth or procedures and mitigating actions required to meet
market disruptions (market liquidity risk) liquidity needs in crisis situations

Operational Risk of loss resulting from inadequate - Establishment of comprehensive policies, guidelines,

or failed internal processes, people and
systems or from external events

and manuals to identify, assess, monitor, and
report operational risk of the Group systematically
and effectively, such as setting out operational
risk incidents reporting, risk assessments, key risk
indicators, insurance policies, etc.
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Risk

Description

Management Measures

Reputation

Risk that the Group’s reputation is
damaged by one or more events that
result in negative publicity about the
business practices, conduct, or financial
condition of the Group. Such negative
publicity, whether true or not, may
impair public confidence in the Group
and may result in costly litigation or lead
to a decline in the Group’s customer
base, business, and / or revenue

Establishment of various policies, guidelines, manuals
and codes to ensure compliance with applicable laws,
rules and regulations, and to ensure that the Group
maintains a high standard of corporate governance,
which in turn helps to safeguard and enhance the
Group's reputation

Formulation of, and adherence to, the Reputation Risk
Management Manual, which outlines a systematic
approach to the management of reputation
risk, including a framework for reputation risk
identification, assessment, monitoring, mitigation
and control, thereby protecting and enhancing the
reputation of the Group

Establishment of procedures that facilitate
communication in a timely manner with external
stakeholders during unexpected incidents according to
the Guidelines for Incident Response and Management

Establishment of Media Guidelines to ensure effective
and consistent delivery of the Group’s key messages
to the media

Strategic

Risk of current or potential impact
on the Group’s earnings, capital,
reputation, or standing arising from
changes in the environment the Group
operates in, adverse strategic decisions,
improper implementation of decisions,
or lack of responsiveness to industry,
economic, or technological changes

Establishment of comprehensive policies, guidelines,
and manuals to set out the management framework
and assessment tools

Adoption of active capital management through
projection of the Capital Adequacy Ratio and Internal
Capital Adequacy Assessment Process to assess the
level and structure of capital resources needed to
support the risks that the Group faces

Legal

Risk of loss arising from unenforceable
contracts, lawsuits, or adverse
judgments that may disrupt or otherwise
negatively affect the operations or
financial condition of the Group

Establishment of comprehensive policies, guidelines,
and manuals

Provision of appropriate training courses conducted by
qualified internal personnel and / or external lawyers
/ professionals and the issue of regular reminders to
staff members

Engagement of qualified internal personnel and, when
necessary and appropriate, external lawyers with
appropriate expertise including counsel and senior
counsel for advice
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Risk

Description

Management Measures

Compliance

Risk of potential losses arising from
legal or regulatory sanctions, fines and
penalties, financial losses or damage to
reputation that the Group may suffer
as a result of its failure to comply with
laws, regulations, rules, related self-
regulatory organisation standards,
and codes of conduct applicable to its
business activities

Establishment of various policies, guidelines and
manuals to ensure compliance with all applicable
legislation, rules, codes of conduct, industry standards
and guidelines issued by the relevant regulatory
authorities that govern the Group’s operations

Formulation of, and adherence to, the Group
Compliance Risk Management Manual, which
outlines a systematic approach to the management of
compliance risk, including a framework for compliance
risk identification, assessment, monitoring, mitigation
and control, thereby enabling the Group to manage
its compliance risk effectively

Conduct independent regulatory compliance reviews
on major functions of the Group using a risk-based
approach

Technology

Risk of loss to the Group due to
inadequate or failed technical processes,
people and / or computing systems,
or unauthorised access or disruption
to technology resources, in particular
relating to cyber security and e-banking

Development of technology risk related policies and
cyber security strategies as well as comprehensive
security awareness programmes to strengthen cyber
security at all levels

Adoption of adequate control measures relating to
the security of internet systems and applications,
customer authentication, risk assessment for new
products and services, and confidentiality and integrity
of information

Business
Continuity

Risk of loss arising from business
disruptions in the event of an
incident or crisis. Business disruption
could be caused by the loss of staff
members, information technology and
telecommunication systems, premises,
key service providers, vital records, etc.

Establishment of comprehensive policies, guidelines
and manuals

Conduct business impact analysis and development of
business continuity plans by all individual functional
units of the Group

Perform annual drills to test preparedness and
effectiveness of business continuity plans

New Product
and Business

Risk of loss due to insufficient pre-
assessment of significant potential
risks introduced to the Group arising
from the launch of new products,
the structural change of existing
products, and the establishment of
new business operations (i.e. through
the establishment of a new subsidiary
and / or merger and acquisition). The
significant potential risks include Credit
Risk, Market Risk, Operational Risk,
Liquidity Risk, Interest Rate Risk, Legal
Risk, Technology Risk, Compliance Risk,
Strategic Risk, Reputation Risk and
Business Continuity Risk

Establishment of a risk governance structure,
supported by comprehensive policies, manuals, control
guidelines and procedures

A new product / business approval process, which
ensures that before initiating a new product or
business, the potential significant risks are duly
assessed, vetted and documented. The process also
facilitates oversight of new products and businesses by
Senior Management
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Principal Uncertainties

The key uncertainties facing the Group in 2020 and the mitigating measures instituted are set out below:

Uncertainty

Description

Mitigating Measures

Cyber threats ~ Cyber threats have become a key area of focus - Develop cyber security strategy and
for regulators and the banking industry, as they effective control and response frameworks
evolve rapidly. Attackers are constantly looking including comprehensive security awareness
for more sophisticated and efficient ways to programmes to protect the Bank's assets and
jeopardise the banks’ operations and cyber continuously strengthen cyber resilience.
security. - Maintain access to different threat intelligence

sources, both local and overseas, to monitor
the latest threats prevailing worldwide and
ensure adequate protections are in place to
address the threats.

- Understand the root causes and lessons
learned from significant local and overseas
cyber incidents for continuous improvement.

Economic The Group’s major markets, Hong Kong and While the business strategies of the Group have

conditions in Mainland China, are impacted by the following taken into consideration changing economic

the Group's emerging risks: conditions, and economic trends are closely

major markets

1) US-China trade tension

The 17-month-long trade war has increased
the risks of a global recession. With the recent
development, especially the imminent signing
of “Phase one” agreement that reduces some
US tariffs in exchange for increased Chinese
purchases of American farm products and
other goods and services, the 15% US tariffs
expected to take effect in mid-December
2019 on the Chinese imported goods had
been suspended.

Despite the positive development, uncertainty
on smooth and fruitful trade talks still poses
key risk to the global economy, and should
be under close watch especially considering
the fact that both countries have divergent
national and commercial interests.

2) Brexit

The fallout from Brexit remains the largest risk
for the UK in 2020, regardless of the outcome
of negotiations with the European Union. The
majority of boards of listed British businesses
expect the UK economy to deteriorate over
the next 12 months. The combination of
Brexit, trade war and consumer slowdown
may also impact BEA Group's operations in
Southeast Asia, the UK and the US.

monitored, suitability of the Group’s risk
management policies and controls are reviewed
and updated on an ongoing basis.

1) US-China trade tension

Though US and China had signed the trade
deal on 13th January, 2020, the bulk of
US tariffs remains on US$360 billion worth
of Chinese imports. As such, the related
impact analysis continues and will still be
incorporated in the credit underwriting
and review process, with escalated control
measures imposed including monthly survey,
health check, and close monitoring of
customers that may be affected.

Besides, the parameter “US-China Trade
Dispute” remains as part of the hypothetical
analysis under macroeconomic stress-testing
to assess the overall impact from a credit risk,
market risk and interest rate risk perspective
on the Group’s profitability and CAR.

2) Brexit

Despite the relatively low level of the Group’s
exposure to the UK, given the uncertainties of
the new UK-EU trade relation talks during the
transition period to end of 2020, the Group
will continue to monitor the political and
economic conditions closely and assesses the
probable impact on the portfolio accordingly.
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Uncertainty Description Mitigating Measures
3) China corporate bond default 3) China corporate bond default
In China, the continued upward trend of To mitigate possible corporate default,
corporate bond defaults poses a worry, lending strategies are subject to on-going
reaching CNY 120 billion for nine months in review with an aim to diversify away from
2019; CNY20 billion was related to state- risky segments like property related exposure
owned enterprises, nearly double the amount in non-tier 1 cities, over-capacity industries.
reported for 2018. The Bank maintains close monitoring on
loan usage for existing and newly-acquired
customers.
To this end, customer due diligence has been
intensified to ascertain customers’ financial
capability in addition to any collateral offered.
Furthermore, more effort will be devoted to
continually enhancing credit monitoring and
assessing collateral realisation risk.
4) Hong Kong social unrest 4) Hong Kong social unrest
The overall economic environment in Hong The Group has escalated the monitoring
Kong deteriorated in 2019, which was mainly of borrowers, including continuous health
attributable to the persistent social unrest. checks through monthly surveys, with the
The mass demonstrations in Hong Kong in intent to identify any additional customer
the second half of the year adversely affected segments that might be affected for a more
the business volume of hotel, retail and comprehensive impact analysis and prompt
catering operators. A year-on-year decline remedial actions.
o .
of 23/) was recorded for.Hong Kong retai While HKMA has called for banks to support
sales in August 2019, which was the worst . - :
SMEs as far as credit policies and risk
month on record, and even worse than management principles allow, justification
September 1998 when the Asian Financial gen L P )
L . . . and viability of any accommodative approach,
Crisis hit. Severe disruptions to inbound ) . . .
. ) o including debt rescheduling, remain firm
tourism and consumption-related activities o o
: , principles of the Bank to prevent deterioration
also contributed to the subdued economic .
. in the health of any account.
conditions.
. L . . A new scenario, “Hong Kong Massive Social
Persistent civil disorder and social unrest in Y
Unrest”, has been added to the stress test
Hong Kong have already adversely affected :
. ) programme to assess the impact on the
local economic growth, with the economy Groun's profitability and CAR
shrinking by 2.9% in the fourth quarter RSP Y '
of the year. For 2019, real gross domestic
product contracted by 1.2%, showcasing
Hong Kong’s first annual decline since 2009.
5) US Interest rate policies 5) US Interest rate policies

The pace of the US Federal Reserve's action
to cut interest rates is still uncertain. The
rate movement would highly depend on the
performance of the US economy.

Changes in the timing, magnitude and
frequency of US rate cut may increase
uncertainties concerning the pace of global
economic growth, reversion of asset prices,
foreign exchange markets and liquidity.

Interest rate movement is monitored on a
continuous basis to gauge its impact on
earnings and economic value.

Business strategies have taken into
consideration changing interest rate trends.
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Uncertainty

Description

Mitigating Measures

Legal and
regulatory
changes

In view of the increasingly complex operating
environment, legal and regulatory requirements
are becoming more stringent, which may impact
the Group’s business strategies, operations,
funding and capital management.

The Group keeps abreast of legal and
regulatory developments and will seek advice
from external lawyers with appropriate
expertise so as to comply with the legal and
regulatory requirements.

The Group reviews consultation papers on
new laws and regulations to assess their
impact on the Group. Where appropriate,
the Group will provide input to the regulators
both directly and through industry groups.

External fraud

External fraud has become more sophisticated
and more difficult to prevent in a digital
environment. Identity fraud is on the rise in the
banking industry.

Control measures have been formulated to
detect and prevent fraud.

The control measures are reviewed and
enhanced on an ongoing basis, taking into
consideration the causes of external fraud
incidents and the changing technological
environment.

A dedicated fraud risk management function
led by experts has been set up and deployed
to mitigate fraud risk.

Foreign
exchange rate
movement

One of the major concerns for the Group in
2020 is fluctuations in the value of the US dollar.
The pace of interest rate adjustments by the
US Federal Reserve may affect the trend and
magnitude of the US dollar’s value. It is also
highly sensitive to developments in the US-China
trade war and Brexit. However, any increase in
economic uncertainty may drive the dollar higher
as investors become more risk averse and switch
to assets that are considered to be safe havens.

Another major challenge for the Group is
increasing fluctuations in the RMB. The risk
of such fluctuations has increased along with
slowing growth on the Mainland and the
uncertain outcome of the US-China trade dispute.
Meanwhile, if China is forced to increase imports
from the US significantly, China’s trade surplus
will be reduced, sending foreign exchange
reserves lower. This will put depreciation pressure
on the RMB.

Unexpected fluctuations in foreign exchange
rates could affect:

- the value of the Group'’s foreign currency and
capital positions; and

- the wealth of the Group’s customers and
their repayment ability; it will also affect
counterparty credit exposure of derivative
transactions.

The Group closely monitors exchange rate
movements and has laid down policies to
manage currency risk.

Regular stress tests are conducted to assess
the impact of exchange rate movements on
profit and loss and capital adequacy.

The Group closely observes market
movements. The Group will monitor its
businesses in China and regularly review the
profile of customers with exposure to China
and the RMB.
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COMPLIANCE

Compliance is an integral part of the Group’s corporate
governance. BEA is acutely aware of the potential risks
of regulatory non-compliance, which could lead to legal
or regulatory sanctions, supervisory actions or financial
penalties imposed by regulators, financial losses, and / or
the loss of reputation to the Group (i.e. compliance risk).

The Compliance Division is responsible for overseeing
the regulatory compliance framework and monitoring
compliance risks for the Group; communicating new
regulatory requirements to affected units; delivering
compliance advice for the implementation of relevant
regulations; conducting regulatory compliance reviews
on a risk-based approach; and regularly reporting
compliance matters to the Group's management
committees. Any significant compliance issues,
including those related to anti-money laundering and

By order of the Board
Adrian David LI Man-kiu

Co-Chief Executive

Hong Kong, 19th February, 2020

counter-financing of terrorism, are also reported to
the Risk Committee and the Board of Directors via the
Operational Risk Management Committee. Through the
support of the Risk and Compliance Function established
in the Bank’s business, functional, and operations units,
which act as the first line of defence against regulatory
non-compliance, a comprehensive and efficient
compliance risk management framework is maintained
within the Group.

In view of the increasing demand on banks to comply
with new and tighter regulations — including those
related to anti-money laundering and counter-financing
of terrorism, international standards and regulatory
changes in jurisdictions where the Group has a presence,
cross-border business, personal data protection,
insurance and investment products sales practices, etc. —
BEA expects compliance requirements to remain high in
the coming years.

Brian David LI Man-bun

Co-Chief Executive
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Dr. the Hon. Sir David LI Kwok-po

GBM, GBS, OBE, JP, MA Cantab. (Economics & Law), Hon. LLD
(Cantab), Hon. DSc. (Imperial), Hon. LLD (Warwick), Hon. DBA
(Edinburgh Napier), Hon. D.Hum.Litt. (Trinity, USA), Hon. LLD (Hong
Kong), Hon. DSocSc (Lingnan), Hon. DLitt (Macquarie), Hon. DSocSc
(CUHK), FCA, FCPA, FCPA (Aust.), FCIB, FHKIB, FBCS, CITP, Officier
de I'Ordre de la Couronne, Grand Officer of the Order of the Star of
Italian Solidarity, The Order of the Rising Sun, Gold Rays with Neck
Ribbon, Commandeur dans I'Ordre National de la Légion d’Honneur
Executive Chairman and Member of the Nomination Committee

Sir David, aged 81, joined the Bank in 1969. He was appointed
a Director in 1977, Chief Executive in 1981, Deputy Chairman in
1995 and Chairman in 1997. On 1st July, 2019, Sir David stepped
down as Chief Executive and was re-designated as Executive
Chairman of the Bank. Sir David is also the Chairman of BEA China
and The Bank of East Asia Charitable Foundation Limited.

Sir David is an Independent Non-executive Director of Guangdong
Investment Limited (listed in Hong Kong), The Hong Kong and
China Gas Company Limited (listed in Hong Kong), The Hongkong
and Shanghai Hotels, Limited (listed in Hong Kong), San Miguel
Brewery Hong Kong Limited (listed in Hong Kong) and Vitasoy
International Holdings Limited (listed in Hong Kong). He was an
Independent Non-executive Director of PCCW Limited (listed in
Hong Kong).

Sir David is a Member of the Council of the Treasury Markets
Association. He is Founding Chairman of The Friends of Cambridge
University in Hong Kong Limited, Chairman of the Advisory
Board of The Salvation Army, Hong Kong and Macau Command,
Chairman of the Executive Committee of St. James’ Settlement and
a Fellow of the Hong Kong Academy of Finance. He was a Member
of the Executive Council of Hong Kong from 2005 to 2008 and the
Legislative Council of Hong Kong from 1985 to 2012.

Sir David is the brother of Professor Arthur LI Kwok-cheung, the
cousin of Mr. Aubrey LI Kwok-sing and Mr. Stephen Charles LI
Kwok-sze, and the father of Mr. Adrian David LI Man-kiu and
Mr. Brian David LI Man-bun.
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Professor Arthur LI Kwok-cheung

GBM, GBS, MA, MD, M.B.B.Chir (Cantab), DSc (Hon), DLitt (Hon),
Hon DSc (Med), LLD (Hon), Hon Doc (Soka), Hon Doc (KNUA), FRCS
(Eng & Edin), FRACS, Hon FACS, Hon FRCS (Glasg & 1), Hon FRSM,
Hon FPCS, Hon FCSHK, Hon FRCP (Lond), JP

Deputy Chairman, Non-executive Director and Member of the
Remuneration Committee

Professor Li, aged 74, was a Director of the Bank (1995 — 2002) and
was re-appointed a Director in 2008 and was appointed a Deputy
Chairman in 2009.

Professor Li is a Member of the Executive Council of the Hong Kong
Special Administrative Region (“HKSAR") (he was also a Member
from 2002 to June 2007 and from July 2012 to June 2017). He is
also the Chairman of the Council for Sustainable Development of
the Government of HKSAR and the Chairman of the Council of
the University of Hong Kong. Professor Li was a Member of the
National Committee of the Chinese People’s Political Consultative
Conference (1998 — 2018).

Professor Li is an Independent Non-executive Director of Shangri-
La Asia Limited (listed in Hong Kong) and Nature Home Holding
Company Limited (listed in Hong Kong), and a Non-executive
Director (from May 2010 to December 2014, and was re-appointed
on 20th January, 2016) of BioDiem Ltd.

Professor Li was the Secretary for Education and Manpower of
the Government of HKSAR (2002 - June 2007). Before these
appointments, he was the Vice Chancellor of the Chinese University
of Hong Kong (1996 — 2002) and was the Chairman of Department
of Surgery and the Dean of Faculty of Medicine of the Chinese
University of Hong Kong.

Professor Li had held many important positions in various social
service organisations, medical associations, and educational bodies,
including the Education Commission, Committee on Science
and Technology, the Hospital Authority, the Hong Kong Medical
Council, the University Grants Committee, the College of Surgeons
of Hong Kong, and the United Christian Medical Services Board. He
was a Member of the Board of Directors of the Hong Kong Science
and Technology Parks Corporation and the Hong Kong Applied
Science and Technology Research Institute, and Vice President of
the Association of University Presidents of China. He was a Hong
Kong Affairs Adviser to China.

Professor Li is the brother of Dr. the Hon. Sir David LI Kwok-po,
the cousin of Mr. Aubrey LI Kwok-sing and Mr. Stephen Charles LI
Kwok-sze, and the uncle of Mr. Adrian David LI Man-kiu and
Mr. Brian David LI Man-bun.
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2

Dr. Allan WONG Chi-yun

GBS, MBE, BSc, MSEE, Hon. DTech, JP

Deputy Chairman, Independent Non-executive Director, Chairman
of the Nomination Committee, Member of the Audit Committee,
the Remuneration Committee and the Risk Committee

Dr. Wong, aged 69, was appointed a Director in 1995 and a
Deputy Chairman in 2009. He is the Chairman and Group Chief
Executive Officer of VTech Holdings Limited (listed in Hong
Kong). Dr. Wong is an Independent Non-executive Director of
China-Hongkong Photo Products Holdings Ltd. (listed in Hong
Kong), Li & Fung Ltd (listed in Hong Kong) and MTR Corporation
Limited (listed in Hong Kong).

Dr. Wong holds a Bachelor of Science degree in electrical
engineering from the University of Hong Kong, a Master of Science
degree in electrical and computer engineering from the University
of Wisconsin and an honorary degree of Doctor of Technology from
the Hong Kong Polytechnic University.
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Mr. Aubrey LI Kwok-sing

ScB, MBA
Non-executive Director and Member of the Risk Committee

Mr. Li, aged 70, was appointed a Director in 1995. He is Chairman
of IAM Family Office Limited (formerly known as IAM Holdings
(Hong Kong) Limited) and Chairman of the Advisory Board of MCL
Financial Group Limited, both Hong Kong based investment firms.
Mr. Li possesses extensive experience in the fields of investment
banking, merchant banking and capital markets. He is also an
Independent Non-executive Director of Café de Coral Holdings
Limited (listed in Hong Kong), Kunlun Energy Company Limited
(listed in Hong Kong), Kowloon Development Co. Ltd (listed in
Hong Kong), Pokfulam Development Company Limited (listed in
Hong Kong) and Tai Ping Carpets International Limited (listed in
Hong Kong). He was an Independent Non-executive Director of
China Everbright International Limited (listed in Hong Kong).

Mr. Li has an ScB in Civil Engineering from Brown University and a
Master of Business Administration from Columbia University.

Mr. Li is the cousin of Dr. the Hon. Sir David LI Kwok-po, Professor
Arthur LI Kwok-cheung and Mr. Stephen Charles LI Kwok-sze, and
the uncle of Mr. Adrian David LI Man-kiu and Mr. Brian David LI
Man-bun.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)

EERGBREEAENEBEAER (&)

Mr. Winston LO Yau-lai

SBS, BSc, MSc
Non-executive Director

Mr. Lo, aged 78, was appointed a Director in 2000. He is the
Executive Chairman of Vitasoy International Holdings Limited (listed
in Hong Kong).

Mr. Lo graduated from the University of lllinois with a Bachelor of
Science degree in Food Science and gained his Master of Science
degree in Food Science from Cornell University.

Mr. Lo is the Chairman of Ping Ping Investment Company Ltd. He is
an Honorary Court Member of the Hong Kong University of Science
and Technology and a Life Member of Cornell University Council.
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Mr. Stephen Charles LI Kwok-sze

BSc (Hons.), ACA
Non-executive Director

Mr. Li, aged 60, was appointed a Director in 2006. He is a Member
of the Institute of Chartered Accountants in England and Wales.
Mr. Li holds a Bachelor of Science (Hons.) Degree in Mathematics
from King’s College, University of London, U.K. He is a Director of
Affin Hwang Investment Bank Berhad. He has extensive experience
in investment banking, having held senior capital markets positions
with international investment banks in London and Hong Kong and
board positions with international investment funds.

Mr. Li is a member of the Executive Committee and the Honorary
Treasurer of The Keswick Foundation.

Mr. Li is the cousin of Dr. the Hon. Sir David LI Kwok-po, Professor
Arthur LI Kwok-cheung and Mr. Aubrey LI Kwok-sing, and the uncle
of Mr. Adrian David LI Man-kiu and Mr. Brian David LI Man-bun.
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Dr. Isidro FAINE CASAS
Non-executive Director and Member of the Nomination Committee
Dr. Fainé, aged 77, was appointed a Director in 2009.

Dr. Fainé is the Chairman of the Board of trustees of the
Caixa d'Estalvis i Pensions de Barcelona “la Caixa” Banking
Foundation™ete (hereinafter “la Caixa” Banking Foundation).

Dr. Fainé is the Chairman of Criteria Caixa, S.A. Sociedad
Unipersonalte (hereinafter Criteria Caixa). Criteria Caixa is a non-
listed holding company fully controlled by the “la Caixa” Banking
Foundation, which manages all of the group’s shareholdings in
strategic sectors, including financial, energy, infrastructure, services,
and real estate. Within financial sector, it has a stake in CaixaBank,
S.A. (listed in Spain), a leading retail bancassurance franchise in Iberia.

Dr. Fainé currently holds chairmanships and directorships in other
listed companies, where “Criteria Caixa” has an interest, as follows:

(i) Deputy Chairman of Telefénica, S.A. (integrated operator in the
telecommunication sector, listed in Spain)

(i) Board Member of Suez, S.A. (an expert group in water and
waste management, listed in France and Brussels)

Dr. Fainé was Director and Chairman of the Board of Gas Natural
SDG, S.A. (listed in Spain), currently listed as Naturgy Energy
Group, S.A., until 6th February, 2018, when he was appointed
Honorary Chairman.

Nete - Criteria Caixa, S.A. Sociedad Unipersonal (“Criteria Caixa”), is a wholly-owned
subsidiary of “la Caixa” Banking Foundation.

Each of “la Caixa” Banking Foundation and Criteria Caixa is a substantial
shareholder of the Bank as defined under the Listing Rules and within the
meaning of Part XV of the SFO, the details of which are disclosed in the
“Interests of Substantial Shareholders and Other Persons” section of the Report
of the Directors. Dr. Isidro FAINE CASAS is the Chairman of Criteria Caixa and
the Chairman of the Board of trustees of “la Caixa” Banking Foundation.
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Dr. Fainé is a Member of the Royal Academy of Economics and
Finance and of the Royal Academy of Doctorate Holders, Chairman
of the Spanish Confederation of Savings Banks (CECA) and was
Deputy Chairman of the World Savings Banks Institute (WSBI) until
14th November 2018, when he was appointed as Chairman. From
2015 until June 2018, he was Chairman of the European Savings
Banks Group (ESBG) where he currently serves as Deputy Chairman.
He is also Chairman of the Spanish Confederation of Directors and
Executives (CEDE), the Spanish Chapter of the Club of Rome and
the Circulo Financiero. Dr. Fainé is also a Member of the Board of
Trustees of the Prado Museum and Carlos Slim Foundation, and has
been acknowledged with the 2018 Forbes Philanthropy Award.

Dr. Fainé joined “la Caixa” and was appointed Deputy Executive
General Manager in 1982. He was appointed CEO in 1999 and
was further appointed Chairman of Caixa d’Estalvis i Pensions de
Barcelona “la Caixa” from June 2007 to June 2014. In June 2014,
“la Caixa” becomes “la Caixa” Banking Foundation, in compliance
with the Savings Banks and Banking Foundations Law of 27th
December, 2013. He was a member of the Board of Directors of
CaixaBank, S.A. (listed in Spain) since 2011, presiding from 2011
until his resignation in June 2016.

Among other academic and professional qualifications, Dr. Fainé
holds a PhD in Economics, an International Senior Managers
Program certificate in Business Administration from Harvard
University, and a Diploma in Executive Management from the IESE
Business School.
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Mr. Adrian David LI Man-kiu

MA (Cantab), MBA, LPC, JP
Co-Chief Executive

Mr. Li, aged 46, was appointed an Executive Director in 2014.
He first joined the Bank in 2000 as General Manager & Head
of Corporate Banking Division. He was appointed Deputy Chief
Executive in April 2009 and Co-Chief Executive in July 2019, and is
responsible for overall management and control of the Bank Group
with a particular focus on its Hong Kong Business. He serves on the
boards of several Bank Group members as Chairman or Member.

Mr. Li is currently an Independent Non-executive Director of two
listed companies under the Sino Group (Sino Land Company Limited
(listed in Hong Kong) and Tsim Sha Tsui Properties Limited (listed
in Hong Kong)), China State Construction International Holdings
Limited (listed in Hong Kong) and COSCO SHIPPING Ports Limited
(listed in Hong Kong), and is a Non-executive Director of The
Berkeley Group Holdings plc (listed in London). He is also a member
of Mastercard’s Asia Pacific Advisory Board and was previously
an Independent Non-executive Director of Sino Hotels (Holdings)
Limited (listed in Hong Kong).
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Mr. Li is a Member of the Anhui Provincial Committee of the
Chinese People’s Political Consultative Conference and a Counsellor
of the Hong Kong United Youth Association. He is Chairman of
The Chinese Banks' Association, Vice President of The Hong Kong
Institute of Bankers’ Council and a Member of the MPF Industry
Schemes Committee of the Mandatory Provident Fund Schemes
Authority. He is a Board Member of The Community Chest of
Hong Kong and serves on its Executive Committee, a Member
of the Advisory Board of The Salvation Army, Hong Kong and
Macau Command, and a Trustee of The University of Hong Kong's
occupational retirement schemes. Furthermore, he serves as a
Member of the Election Committees responsible for electing the
Chief Executive of the Hong Kong Special Administrative Region
("HKSAR") and deputies of the HKSAR to the 13th National
People’s Congress. He also sits on the Judging Panel of the BAI
Global Innovation Awards.

Mr. Li holds a Master of Management Degree from Kellogg School
of Management, Northwestern University in the US, and a Master
of Arts Degree and Bachelor of Arts Degree in Law from the
University of Cambridge in Britain. He is a Member of The Law
Society of England and Wales, and The Law Society of Hong Kong.

Mr. Li is the son of Dr. the Hon. Sir David LI Kwok-po, the nephew
of Professor Arthur LI Kwok-cheung, Mr. Aubrey LI Kwok-sing and
Mr. Stephen Charles LI Kwok-sze, and the brother of Mr. Brian
David LI Man-bun.
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Mr. Brian David LI Man-bun

JP, MA (Cantab), MBA, FCA
Co-Chief Executive

Mr. Li, aged 45, was appointed an Executive Director in 2014. He
first joined the Bank Group in 2002. He was General Manager &
Head of Wealth Management Division of the Bank from July 2004 to
March 2009. He was appointed Deputy Chief Executive in April 2009
and Co-Chief Executive in July 2019. He is responsible for the overall
management and control of the Bank Group with a particular focus
on its China and international businesses. He serves on the boards of
several Bank Group members as Chairman or as a Member.

Mr. Li is currently an Independent Non-executive Director of
Towngas China Company Limited (listed in Hong Kong), Shenzhen
Investment Holdings Bay Area Development Company Limited
(formerly known as Hopewell Highway Infrastructure Limited) (listed
in Hong Kong) and China Overseas Land & Investment Limited (listed
in Hong Kong).

Mr. Li holds a number of public and honorary positions, including
being a Member of the National Committee of the Chinese People’s
Political Consultative Conference, a Member of the Chief Executive's
Council of Advisers on Innovation & Strategic Development of the
Government of the Hong Kong Special Administrative Region, a
Council Member of the Hong Kong Trade Development Council, a
Director of the Financial Services Development Council, a Member
of the Aviation Development and Three-runway System Advisory
Committee, and Vice Chairman of the Executive Committee of St.
James’ Settlement.

He is a Member of the Hong Kong-Europe Business Council and a
Member of the Hongkong-Japan Business Co-operation Committee.
He is also a Vice Chairman of the Asian Financial Cooperation
Association and a Member of the Financial Consulting Committee
for the Authority of Qianhai Shenzhen-Hong Kong Modern Service
Industry Cooperation Zone of Shenzhen.

Mr. Li is a Fellow of the Hong Kong Institute of Certified Public
Accountants and the Institute of Chartered Accountants in England
and Wales. He is also a Full Member of the Treasury Markets
Association. He holds an MBA degree from Stanford University as
well as a BA degree from the University of Cambridge.

Mr. Li is the son of Dr. the Hon. Sir David LI Kwok-po, the nephew
of Professor Arthur LI Kwok-cheung, Mr. Aubrey LI Kwok-sing and
Mr. Stephen Charles LI Kwok-sze, and the brother of Mr. Adrian
David LI Man-kiu.
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Dr. Daryl NG Win-kong

BA, MSc, DHL, JP
Non-executive Director and Member of the Risk Committee

Dr. Ng, aged 41, was appointed a Director in 2015. He is currently
an Executive Director and Deputy Chairman of Sino Land Company
Limited (listed in Hong Kong), Tsim Sha Tsui Properties Limited (listed
in Hong Kong) and Sino Hotels (Holdings) Limited (listed in Hong
Kong). He is also the Chairman, Non-independent & Non-executive
Director of Yeo Hiap Seng Limited (listed in Singapore).

Dr. Ng holds a Bachelor of Arts Degree in Economics, a Master
Degree of Science in Real Estate Development from Columbia
University in New York and an Honorary Doctor of Humane Letters
Degree from Savannah College of Art and Design. He was awarded
an Honorary University Fellowship by The Open University of Hong
Kong in 2016.

Dr. Ng is a member of the Global Leadership Council of Columbia
University in the City of New York, a member of the 10th
Sichuan Committee of the Chinese People’s Political Consultative
Conference (“CPPCC"), a member of the 12th and 13th Beijing
Municipal Committee of the CPPCC, a member of the 10th and
11th Committees of the All-China Youth Federation and the
Deputy Chairman of the Chongging Youth Federation. He is the
Vice Chairman of Hong Kong United Youth Association, a Council
Member of the Hong Kong Committee for UNICEF, a Council
Member of The Hong Kong Management Association, a Council
Member of Hong Kong Chronicles Institute Limited, a co-opted
member of the Community Care Fund Task Force of Commission
on Poverty of the Government of Hong Kong Special Administrative
Region ("HKSAR"), a member of the Estate Agents Authority of
HKSAR, a member of the Council of the University of Hong Kong,
a member of the Court of the Hong Kong University of Science
and Technology, a member of NUS Medicine International Council
at the Yong Loo Lin School of Medicine of National University
of Singapore, a member of International Advisory Council of
Singapore Management University, a member of the Board of M
Plus Museum Limited, a Board Member of National Heritage Board,
Singapore, a member of Hong Kong Trade Development Council
Mainland Business Advisory Committee, a Director of The Real Estate
Developers Association of Hong Kong, a Director of The Community
Chest of Hong Kong and an Advisor of Our Hong Kong Foundation.
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Mr. Masayuki OKU

LL.B, LL.M, the Order of Industrial Service Merit Silver Tower
Non-executive Director and Member of the Nomination Committee

Mr. Oku, aged 75, was appointed a Director in 2015. He is an
Independent Non-executive Director of Komatsu Ltd., Chugai
Pharmaceutical Co., Ltd., Rengo Co., Ltd. and The Royal Hotel,
Limited, all of which are companies listed in Japan. Mr. Oku is also
the Honorary Advisor of Sumitomo Mitsui Financial Group, Inc.
("SMFG")Nete (listed in Japan and USA) and an Auditor of Nankai
Electric Railway Co. Ltd. (listed in Japan). He was an Independent
Non-executive Director of Kao Corporation and Panasonic
Corporation (both listed in Japan).

Mr. Oku began his career in 1968 at The Sumitomo Bank, Limited.
After engaging in the bank’s key acquisitions and investments in
the 1980’s, he was transferred to New York and appointed General
Manager of Chicago Branch in 1991. He returned to Tokyo in
1992, assumed the position of General Manager of the Corporate
Planning Department, and was elected as a member of the Board
of Directors of the bank in 1994. In 1999, Mr. Oku was appointed
Secretary General of the Integration Strategy Committee of the
bank, leading its merger process with The Sakura Bank, Limited,
which culminated in the formation of Sumitomo Mitsui Banking
Corporation (“SMBC")Nte in 2001. In 2003, he became Deputy
President of SMBC, heading Corporate Banking and International
Banking Units. In 2005, he was appointed President and CEO of
SMBC and Chairman of the Board of SMFG, the holding company
of SMBC. During his tenure as President and CEO of SMBC, he
also served as Chairman of Japanese Bankers Association in 2007
and 2010. In April 2011, he resigned as President and CEO of
SMBC to devote himself to his duties as Chairman of the Board of
SMFG. Mr. Oku also served as Vice Chairman of Keidanren (Japan
Business Federation) from 2011 to 2015. In April 2017, Mr. Oku
stepped down as Chairman of the Board of SMFG and remained as
a Director until 28th June, 2017.

Mr. Oku received his Bachelor of Law degree from Kyoto University
in 1968 and his Master of Laws (LL.M) degree from Michigan Law
School in 1975. He was awarded the Order of Industrial Service Merit
Silver Tower by the Government of the Republic of Korea in 20009.

Nete SMFG owns a 100% interest in SMBC. Both SMFG and SMBC are substantial
shareholders of the Bank as defined under the Listing Rules and within the
meaning of Part XV of the SFO, the details of which are disclosed in the
“Interest of Substantial Shareholders and Other Persons” section of the
Report of the Directors.
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Dr. the Hon. Rita FAN HSU Lai-tai

GBM, GBS, DSocSc, JP
Independent Non-executive Director, Chairman of the Remuneration
Committee and Member of the Nomination Committee

Dr. Fan, aged 74, was appointed a Director in 2016. She is currently
an Independent Non-executive Director of China Overseas Land &
Investment Limited (listed in Hong Kong) and COSCO SHIPPING
Ports Limited (listed in Hong Kong). She was an Independent Non-
executive Director of COSCO SHIPPING Holdings Co., Ltd. (listed in
Hong Kong) and China Shenhua Energy Company Limited (listed in
Hong Kong).

Dr. Fan is one of Hong Kong's best-known public figures and has
an outstanding track record of community service. Dr. Fan was
appointed to the Legislative Council from 1983 to 1992 and was a
Member of the Executive Council from 1989 to 1992. She became
the President of the Provisional Legislative Council in 1997, and has
since been re-elected as the President of the First, Second and Third
Legislative Council until 30th September, 2008. Dr. Fan served as
President of the legislature of the Hong Kong Special Administrative
Region (“HKSAR") for 11 years.

In the lead-up to Hong Kong'’s reunification with China, Dr. Fan
played a valuable role as a Member of the Preliminary Working
Committee for the Preparatory Committee for the HKSAR from
1993 to 1995 and of the Preparatory Committee for the HKSAR
from 1995 to 1997. She was elected as a Hong Kong Deputy to
the 9th, 10th, 11th, and 12th sessions of the National People’s
Congress (“NPC") during 1998 to 2018, and was concurrently a
Member of the Standing Committee of the 11th and 12th sessions
of the NPC from 2008 to 2018. Dr. Fan is now serving as the
Chairman of Board of Management of the Endeavour Education
Centre Limited and the Endeavour Education Trust.

After graduating from St. Stephen’s Girls’ College, Dr. Fan studied
at the University of Hong Kong, and was awarded a Bachelor
degree in Science and a Master degree in Social Science. She was
awarded Honorary Doctorate degrees in Social Science by the
University of Hong Kong, the City University of Hong Kong, the
Hong Kong Polytechnic University, and the Education University
of Hong Kong; and an Honorary Doctorate in Law from the China
University of Political Science and Law of the People’s Republic of
China. Her record of public service was acknowledged by the HKSAR
Government through the award of the Gold Bauhinia Star in 1998
and Hong Kong’s top award, the Grand Bauhinia Medal, in 2007.
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Mr. Meocre LI Kwok-wing

BCom, CPA
Independent Non-executive Director, Chairman of the Audit
Committee and Member of the Risk Committee

Mr. Li, aged 64, was appointed a Director in 2016. He is the Chief
Executive of Alpha Alliance Finance Holdings Limited.

Mr. Li was the Managing Partner of Arthur Andersen, one of the
major international accounting firms, taking charge of its Hong
Kong and China operations from September 1993 to February
1995. He was the Managing Director and Head of Corporate
Finance of NatWest Securities Asia from March 1995 to March
1998. He was the Chief Executive of ICEA Finance Holdings Limited
(from March 1998 to March 2002), an investment banking joint
venture between The Industrial and Commercial Bank of China
and the Bank, prior to the company’s becoming a wholly-owned
subsidiary of the Bank, which was subsequently renamed as Tung
Shing Holdings Company Limited and disposed to SinoPac Securities
(Cayman) Holdings Limited on 6th April, 2016.

Mr. Li received a Bachelor of Commerce degree, with distinction,
from University of Alberta, Canada. Upon graduation, he was
awarded the Financial Executives Institute Silver Medal for “Highest
Standing in Finance”. He also earned a Postgraduate Management
Diploma from the Harvard Business School, and is a member of the
Hong Kong Institute of Certified Public Accountants.

Mr. Li is an Independent Non-executive Director of BEA China.
He is also the chairman of its audit committee, the acting
chairman of its connected transactions control committee and a
member of its risk management committee.
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Dr. the Hon. Henry TANG Ying-yen

GBM, GBS, JP

Independent Non-executive Director, Chairman of the Risk
Committee, Member of the Audit Committee, the Nomination
Committee and the Remuneration Committee

Dr. Tang, aged 67, was appointed a Director in 2017. He was
the Chief Secretary for Administration of the Hong Kong Special
Administrative Region (“HKSAR") Government from 2007 to 2011
and the Financial Secretary of HKSAR Government from 2003 to
2007. He served as a member of the Executive Council of Hong
Kong from 1997 to 2011 and was a member of the Legislative
Council of Hong Kong from 1991 to 1998.

Dr. Tang is a Standing Committee Member of the Chinese People's
Political Consultative Conference, Chairman of the West Kowloon
Cultural District Authority Board, Chairman of Friends of Hong Kong
Association, Chairman of Federation of HK Jiangsu Community
Organisations Limited and the Chairman of Shanghai Tang Junyuan
Education Foundation.

Dr. Tang received a Bachelor of Arts degree from the University
of Michigan. In 1993, Dr. Tang was named Global Leader for
Tomorrow by the World Economic Forum. In 1989, he won the
Young Industrialist of Hong Kong award.

Dr. Tang is an Independent Non-executive Director of BEA
China. He is also chairman of its risk management committee
and a member of its audit committee and remuneration &
nomination committeeNet,

Nete - Dr. Tang will retire as a Director of BEA China with effect from 3rd April,
2020 and will also cease as Chairman of its risk management committee and
a member of its audit committee and remuneration & nomination committee
on the same date.
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Dr. Delman LEE

BEng, DPhil
Independent Non-executive Director, Member of the Audit
Committee, the Nomination Committee and the Risk Committee

Dr. Lee, aged 52, was appointed a Director in 2017. He is
currently the President and Chief Technology Officer of TAL
Apparel Limited. He is also a non-executive director of Tradelink
Electronic Commerce Limited (listed in Hong Kong) and Dairy Farm
International Holdings Limited (listed in London, Bermuda and
Singapore). He was a non-executive director of Luckytex (Thailand)
Public Co. Ltd. (listed in Thailand).

Dr. Lee is a Council Member of The Hong Kong Management
Association. Dr. Lee possesses extensive experience in information
technology and management in global operations. He also has a
strong background in research.

Dr. Lee holds a doctorate from the University of Oxford and a
Bachelor’s degree in Electrical and Electronic Engineering from the
Imperial College, London.

ZEAE L
BEng, DPhil
BUHNTEE BEEZED - 1E5ZL -

LiERZEEZE

/

o
g

ZFEL - IRFS25 - R2017FEEZTERE
= o IR R ERKER DRI AE KB
BE MR ESBETESERAR (L
BEELT) RADBEBRZERER AR (£
H - BRERINE LET) BERITES -
%2 H1E Luckytex (Thailand) Public Co. Ltd.
(EZE L) WIERITES -

FERLABAEEEEXHEEEGRE - F
BIEEAMRERRREEEETHAR
AR IR 8= AT TSR o

S AR T B R AR HES
B TR ST -



Mr. William Junior Guilherme DOO

BA, MA (Oxon), JP
Independent Non-executive Director, Member of the Audit
Committee and the Risk Committee

Mr. Doo, aged 46, was appointed a Director in November 2019.
He is currently the Chief Executive Officer and Director of Fungseng
Prosperity Holdings Limited, the Deputy Chief Executive Officer and
Executive Director of FSE Holdings Limited, an Executive Director
of FSE Services Group Limited (listed in Hong Kong) and a Non-
executive Director of NWS Holdings Limited (listed in Hong Kong).

Mr. Doo is a solicitor admitted in Hong Kong and is currently a non-
practising solicitor in England and Wales. He had legal practice
experience in one of the largest global law firms specializing in
finance and corporate transactions. He is a member of the Standing
Committee of the 13th Chinese People’s Political Consultative
Conference in Beijing of the People’s Republic of China. He serves
in different committees of the Government of Hong Kong Special
Administrative Region, including a member of the Immigration
Department Users’ Committee, a member of the Standing Committee
on Young Offenders and a committee member of the Disciplinary
Panel of The Hong Kong Institute of Certified Public Accountants.

Mr. Doo graduated from University of Oxford with B.A. and M.A.
degrees in Jurisprudence. He was appointed as Justice of the Peace
in 2018, and was awarded the honour of Chevalier de I'Ordre
National du Mérite by the President of the French Republic.

Mr. Doo is an Independent Non-executive Director of BEA China.
He is also a member of its audit committee and remuneration &
nomination committee.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
EERGEBEEBAENBAER (&)

SENIOR MANAGEMENT SEEEAE

Mr. Adrian David LI Man-kiu FREBEE

MA (Cantab), MBA, LPC, JP MA (Cantab), MBA, LPC, JP

Co-Chief Executive BT AEE

(Biographical details are set out on pages 54 and 55) (EAER IR ES AR E55H)
Mr. Brian David LI Man-bun FRIBEE

JP, MA (Cantab), MBA, FCA JP, MA (Cantab), MBA, FCA

Co-Chief Executive BT I AE

Biographical details are set out on page 56 e ] s | A e
(Biographical detal uton page 56) (EAERBFIRE6E)




Mr. Samson LI Kai-cheong

FCCA, CPA, FCIS, FCS, HKSI
Deputy Chief Executive & Chief
Investment Officer

Mr. Li, aged 59, joined the
Bank in 1987 as Chief Internal
Auditor. He was promoted to
Deputy Chief Executive & Chief
Investment Officer in April 2009.
Mr. Li is primarily responsible for
the Bank'’s investment activities and treasury & broking operations
including treasury markets. He is also a Director of various
members of the Bank Group and a Member of various committees
appointed by the Board.

Mr. Li is a Fellow of The Hong Kong Institute of Chartered Secretaries,
the Institute of Chartered Secretaries & Administrators, and The
Association of Chartered Certified Accountants. In addition, he is an
Associate of the Hong Kong Institute of Certified Public Accountants
and a Member of the Hong Kong Securities and Investment Institute.
Mr. Samson Li received his Professional Diploma in Accountancy from
The Hong Kong Polytechnic University.
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Mr. TONG Hon-shing

BSc, ACIB, FCIS, FCS, Fellow CB
Deputy Chief Executive & Chief
Operating Officer

Mr. Tong, aged 60, joined the
Bank in 1975. He was promoted
to Assistant General Manager in
1995 and to General Manager in
2000. He was General Manager &
Head of Personal Banking Division
from 2001 to March 2009. He was further promoted to Deputy
Chief Executive and Chief Operating Officer in April 2009. Mr. Tong
is primarily responsible for operations support, compliance, human
resources, and corporate communications of the Bank. He is also a
Director of various members of the Bank Group and a Member of
various committees appointed by the Board.

Mr. Tong is a Fellow Certified Banker of The Hong Kong
Institute of Bankers, a Fellow of The Hong Kong Institute of
Chartered Secretaries and The Institute of Chartered Secretaries &
Administrators as well as an Associate of The Chartered Institute of
Bankers. He holds a BSc from the University of Manchester.
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Executive Directors

Dr. the Hon. Sir David LI Kwok-po'
(Executive Chairman)

Mr. Adrian David LI Man-kiu?
(Co-Chief Executive)

Mr. Brian David LI Man-bun?
(Co-Chief Executive)

Non-executive Directors

Professor Arthur LI Kwok-cheung
(Deputy Chairman)

Mr. Aubrey LI Kwok-sing

Mr. Winston LO Yau-lai

Mr. Stephen Charles LI Kwok-sze
Dr. Isidro FAINE CASAS

Dr. Daryl NG Win-kong

Mr. Masayuki OKU

Independent Non-executive Directors

Dr. Allan WONG Chi-yun
(Deputy Chairman)

Dr. the Hon. Rita FAN HSU Lai-tai
Mr. Meocre LI Kwok-wing

Dr. the Hon. Henry TANG Ying-yen
Dr. Delman LEE

Mr. William Junior Guilherme DOO?

I Stepped down from Chief Executive and re-designated as

Executive Chairman on 1st July, 2019
2 Appointed as Co-Chief Executive on 1st July, 2019
3 Appointed as Director on 1st November, 2019
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Audit Committee

Mr. Meocre LI Kwok-wing* (Chairman)
Dr. Allan WONG Chi-yun*

Dr. the Hon. Henry TANG Ying-yen*
Dr. Delman LEE*

Mr. William Junior Guilherme DOO*'

Nomination Committee

Dr. Allan WONG Chi-yun* (Chairman)
Dr. the Hon. Sir David LI Kwok-po
Dr. Isidro FAINE CASAS

Mr. Masayuki OKU

Dr. the Hon. Henry TANG Ying-yen*
Dr. the Hon. Rita FAN HSU Lai-tai*
Dr. Delman LEE*

Remuneration Committee

Dr. the Hon. Rita FAN HSU Lai-tai* (Chairman)

Dr. Allan WONG Chi-yun*
Dr. the Hon. Henry TANG Ying-yen*
Professor Arthur LI Kwok-cheung

Risk Committee

Dr. the Hon. Henry TANG Ying-yen*2 (Chairman)

Dr. Allan WONG Chi-yun*

Mr. Aubrey LI Kwok-sing

Dr. Daryl NG Win-kong

Mr. Meocre LI Kwok-wing*

Dr. Delman LEE*

Mr. William Junior Guilherme DOO*'

* Independent Non-executive Director

T Appointed as Member of AC and RIC on 1st November, 2019

2 Appointed as Chairman of RIC on 1st June, 2019
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Dr. the Hon. Sir David LI Kwok-po

GBM, GBS, OBE, JP, MA Cantab. (Economics & Law), Hon. LLD
(Cantab), Hon. DSc. (Imperial), Hon. LLD (Warwick), Hon. DBA
(Edinburgh Napier), Hon. D.Hum.Litt. (Trinity, USA), Hon. LLD
(Hong Kong), Hon. DSocSc (Lingnan), Hon. DLitt (Macquarie),
Hon. DSocSc (CUHK), FCA, FCPA, FCPA (Aust.), FCIB, FHKIB,
FBCS, CITP, Officier de I'Ordre de la Couronne, Grand Officer of
the Order of the Star of Italian Solidarity, The Order of the Rising
Sun, Gold Rays with Neck Ribbon, Commandeur dans I’Ordre

National de la Légion d’Honneur

Mr. CHAN Tze-ching
BBS, JP

Co-Chief Executives
Mr. Adrian David LI Man-kiu
MA (Cantab), MBA, LPC, JP

Mr. Brian David LI Man-bun
JP, MA (Cantab), MBA, FCA

Deputy Chief Executive & Chief Investment Officer

Mr. Samson LI Kai-cheong
FCCA, CPA, FCIS, FCS, HKSI

Deputy Chief Executive & Chief Operating Officer

Mr. TONG Hon-shing
BSc, ACIB, FCIS, FCS, Fellow CB

Mr. Alson LAW Chun-tak
FCCA, FCPA, FCIS, FCS

KPMG

Certified Public Accountants

Public Interest Entity Auditor registered in accordance with the
Financial Reporting Council Ordinance
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GBM, GBS, OBE, JP, MA Cantab. (Economics &
Lawy), Hon. LLD (Cantab), Hon. DSc. (Imperial),
Hon. LLD (Warwick), Hon. DBA (Edinburgh
Napier), Hon. D.Hum.Litt. (Trinity, USA), Hon.
LLD (Hong Kong), Hon. DSocSc (Lingnan),
Hon. DLitt (Macquarie), Hon. DSocSc (CUHK),
FCA, FCPA, FCPA (Aust.), FCIB, FHKIB, FBCS,
CITP, Officier de I'Ordre de la Couronne, Grand
Officer of the Order of the Star of Italian
Solidarity, The Order of the Rising Sun, Gold
Rays with Neck Ribbon, Commandeur dans
I"Ordre National de la Légion d’Honneur
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BETHRAR
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FRBEE
JR MA (Cantab), MBA, FCA
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Where great ideas
take flight

Mr. Samson LI Mr. Adrian David LI Dr. the Hon. Sir David LI Mr. Brian David LI Mr. TONG Hon-shing
Kai-cheong Man-kiu Kwok-po Man-bun BEHEE
FHE KL EREXE FHERL FRMEE
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LIST OF OUTLETS (CONTINUED)
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With nearly 200 outlets worldwide, BEA operates an extensive international network covering Hong Kong and the rest of
Greater China, Southeast Asia, the United Kingdom, and the United States.
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CORPORATE GOVERNANCE REPORT

The Group is committed to maintaining high standards
of corporate governance and considers such commitment
essential in balancing the interests of shareholders,
customers, employees and other relevant stakeholders;
and in upholding accountability and transparency.

The Bank has in place a Corporate Governance framework
which identifies all the key participants of the Group
and the ways which they relate to each other and their
roles in the application of effective governance policies

2019 Governance Overview

and processes. A Corporate Governance Policy has also
been established which sets out a range of governance
principles and practices to direct and guide the business
conducts and affairs of the Group.

This report highlights key corporate governance practices
and activities of the Group during the year ended 31st
December, 2019.

Board Composition

¢ One INED was appointed

e One INED and one NED resigned

¢ The Chairman and Chief Executive was re-designated as Executive Chairman

¢ Two Co-Chief Executives were appointed

Board Practices and Activities at a Glance

e 6 Board and 11 Board committee meetings in 2019

® 94% attendance rate of Board meetings

e 39 training activities for Directors

e Review of Strategic Plan and Risk Appetite

¢ Annual Review of Corporate Governance Framework

¢ Evaluation of Board performance

e Periodic review of Bank Culture Reform

e Review of the Environmental, Social and Governance Report
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Statement of Compliance

During the financial year ended 31st December, 2019, the
Bank has complied with all the Code Provisions set out
in the CG Code, except for Code Provision A.2.1 which
stipulates that the roles of chairman and chief executive
officer should be separate and should not be performed
by the same individual, during the period from 1st January,
2019 to 30th June, 2019. With the re-designation of
Dr. the Hon. Sir David LI Kwok-po as the Executive
Chairman of the Bank and the appointment of Mr. Adrian
David LI Man-kiu and Mr. Brian David LI Man-bun as
Co-Chief Executives of the Bank on 1st July, 2019, the
Bank has complied with all the Code Provisions set out in
the CG Code.

The Bank has also followed the modules on CG-1, CG-5,
Guidance on Empowerment of INEDs, and circular on
Bank Culture Reform issued by the HKMA. In supporting
prudent risk management and upholding the high
ethical standards in the banking industry, the Bank has
published, among others, the Anti-Bribery and Corruption
Policy Statement; the Slavery and Human Trafficking
Statement; the Whistleblowing Statement; and the
Statement on Anti-Money Laundering and Counter-
Financing of Terrorism on the website of the Bank.

During the year, the number of INEDs once fell below the
minimum number prescribed by Rule 3.10A of the Listing
Rules after the resignation of The Hon. CHAN Kin-por as
an INED on 1st June, 2019. Following the resignation
of Dr. Peter LEE Ka-kit as a Non-executive Director on
23rd August, 2019, the Bank is in compliance with the
requirement of Rule 3.10A of the Listing Rules. The
independence element of the Board has been further
strengthened after the appointment of Mr. William Junior
Guilherme DOO as an INED on 1st November, 2019.

The Bank has established its own code of securities
transactions to be observed by Directors and Chief
Executive, i.e. Policy on Insider Dealing — Directors
and Chief Executive (“Bank’s Policy”) on terms no less
exacting than the required standard set out in Appendix
10 — Model Code for Securities Transactions by Directors
of Listed Issuers (“Model Code”) of the Listing Rules.
Specific enquiries have been made on all Directors of the
Bank. All Directors (including those resigned during the
year 2019) confirmed that they had complied with the
required standard set out in the Model Code and the
Bank’s Policy at all the applicable times during the year
ended 31st December, 2019.

The Board

The Bank is headed by an effective Board which assumes
responsibility for leadership and control of the Bank and
is collectively responsible for promoting the success of
the Bank by directing and supervising the Bank'’s affairs.
The Board takes into account the legitimate interests of
shareholders, customers, employees and other relevant
stakeholders and ensures that the Bank operates in a
reliable, safe manner and meets its obligations on an
ongoing basis.

The Board is responsible for providing strategic direction
and overseeing effective implementation of pre-
determined objectives by the Senior Management. It
delegates the day-to-day operation and administration
of the Bank’s business to the Co-Chief Executives and
Deputy Chief Executives.

Board composition

The Board currently has 16 Directors, including 3 EDs,
7 NEDs and 6 INEDs. Over one-third of the Directors
are INEDs. The majority of NEDs and INEDs ensure the
independence and objectivity of the decisions of the
Board, as well as the thoroughness and impartiality of the
Board'’s oversight of the affairs of the Bank. They bring a
wide range of professional expertise as well as business
and financial experience to the Board. An updated list
of Directors, identifying their roles and functions at the
Bank, is available on the HKEx's and the Bank’s websites.
The biographical details and list of other directorships of
each Director are available on the Bank’s website.

The compositions of the Board and Board Committees
are shown on pages 66 and 67 under the Corporate
Information. All Directors of the Bank are expressly
identified by categories of EDs, NEDs and INEDs in all
corporate communications that disclose the names of
the Directors.

The biographies of Directors, including relationships
with members of the Board, Senior Management and
substantial shareholders (as defined in the Listing Rules)
of the Bank, are shown from pages 46 to 65 under the
Biographical Details of Directors and Senior Management.
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An analysis of the Board composition and skill matrix during the year is set out below:

Board Composition

Male

Female

Tenure of office
1-10 years

11-25 years

Over 40 years 1

ted | Annual Report 2019

Independence

Executive Directors
Non-executive Directors
Independent
Non-executive Directors

Directorship in other listed companies

0-1
2-3
4-5

Board Expertise and Skills

Financial Acumen
Accounting

Banking

Investment Management
Insurance

Industry Expertise

Senior Management Role
Regulation and Public Policy
China Experience

Global Business

Technology

Notes:

4

Age Group

40-50
51-60
61-70
Qver 70

Attendance of Board Meeting

<80% 0
80% - 99%
100%
10
10
9
7

Financial Acumen — Understanding of financial market, reporting, and management strategies

Accounting — Accounting expertise or working experience related to overseeing the integrity of financial reporting

Banking — Management experience in retail, corporate, and investment banking

Investment Management — Working experience in asset management and portfolio management

Insurance — Working experience in and understanding of the insurance industry

Industry Expertise — Expertise in various industries such as real estate, technology, consumer goods etc.

Senior Management Role — Current or past roles as top or senior executives

Regulation and Public Policy — Former government officials, or the undertaking of consultative roles for government
China Experience — Exposure to China in the private or public sectors

Global Business — Professional experience dealing with international business operations
Technology — Management or consulting experience in the technology industry

12

12

Ethnicity

14

Chinese
Non Chinese

15

16

14

94%
75%
63%
63%
31%
56%
100%
44%
75%
88%
38%
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Schedule of Matters Reserved to the Board
for Decision

The Bank has established a Schedule of Matters Reserved
to the Board for Decision ("Schedule”) to formalise the
matters reserved for the Board's approval and delegation
of power to the Board, the Senior Management,
General Managers, and specialised committees. The
Schedule will be reviewed periodically to ensure that it
remains appropriate to the Bank’s needs and regulatory
requirements.

Specific matters reserved for the Board’s consideration
and decision include, but are not limited to:

e (apital plans and management

e Financial Reports

e Business Plans

e Strategic plan and objectives

e Matters in relation to corporate governance functions
e Setting corporate values and standards

e Risk Management and Internal Controls

e Appointments, Removal and Succession Planning
of Directors, Co-Chief Executives, Deputy Chief
Executives, Division Heads, Group Chief Compliance
Officer, Group Chief Financial Officer, Group Chief
Risk Officer and Group Chief Auditor of the Bank

e Substantial investment or disposal of Group’s assets,
notifiable transactions and / or connected transactions
according to the disclosure requirements of the Listing
Rules

e Public Announcements according to the requirements
of the Listing Rules

While the Board is responsible for formulating overall
strategy to guide and monitor the performance of the
Group, the management of day-to-day operation of the
Group's businesses and implementation of the strategy
and direction set by the Board has been delegated to the
Senior Management and General Managers.

Board Meetings

Board meetings are held at least 5 times a year. In
addition, special Board meetings are held when necessary.
Dates of regular Board and Board Committee meetings
are scheduled in the prior year to provide sufficient
notice to give all Directors an opportunity to attend. For
special Board meetings, reasonable notice is given. Board
agenda is approved by the Executive Chairman following
consultation with Directors and the Senior Management.
All Board meetings involve the active participation,
either in person or through other electronic means of
communication, of Directors.

Minutes of the meetings of the Board and Board
Committees record in sufficient detail the matters
considered by the Board and the Board Committees,
the decisions reached, including any concerns raised by
Directors or dissenting views expressed. Draft and final
versions of minutes of the meetings of the Board, the AC,
the RC, the NC and the RIC are sent to all Directors or
respective Board Committee members for their comment
and record within a reasonable period after the meetings
are held.

Minutes of the meetings of the Board, the AC, the RC,
the NC and the RIC are kept by the Company Secretary
whereas minutes of the meetings of other Management
Committees (as listed under the Management
Committees in section B on page 104) are kept by the
appointed secretary of each Committee.

The Board also meets with senior executives of the
Bank, including the Group Chief Auditor, Group Chief
Risk Officer and Group Chief Compliance Officer, who
are responsible for internal audit, risk management and
compliance matters of the Bank respectively, at least once
a year to review policies and controls in order to identify
areas that need improvement and address significant risks
and issues.
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Executive Chairman and Co-Chief
Executives

Dr. the Hon. Sir David LI Kwok-po stepped down as Chief
Executive of the Bank and was re-designated as Executive
Chairman on 1st July, 2019. Mr. Adrian David LI Man-kiu
and Mr. Brian David LI Man-bun have assumed the role of
Co-Chief Executives of the Bank with effect from 1st July,
2019. The separation of the roles of the chairman and the
chief executive enhances accountability and responsibility
of each position. Their roles and responsibilities are clearly
set out in the job mandates of the Executive Chairman
and the respective Co-Chief Executives.

The key responsibilities of the Executive Chairman
are to provide leadership to the Board and manage
relationships with stakeholders, in particular, regulators,
strategic partners and key customers. He is responsible
for the overall effective functioning of the Board. The
Co-Chief Executives are jointly responsible for the overall
management and control of the Bank Group and setting
strategic direction and vision as well as reviewing key
risk issues, major branding and marketing campaigns,
human resources situation and financial performance
of the Group. Mr. Adrian David LI Man-kiu particularly
focuses on the Bank Group’s Hong Kong Business
while Mr. Brian David LI Man-bun particularly focuses on
the Bank Group’s China and international businesses.

The Executive Chairman ensures that all Directors are
properly briefed on issues arising at Board meetings.
He promotes a culture of openness and debate and
encourages all Directors to make a full and active
contribution to the Board’s affairs. He also takes the
lead in ensuring that the Board acts in the best interests
of the Bank.

The Executive Chairman also ensures that Directors
receive, in a timely manner, adequate information, which
is accurate, clear, complete and reliable, of the Bank.

Apart from the regular Board meetings held, the
Executive Chairman also met with the INEDs in January
2020 in the absence of the other EDs, NEDs and the
Senior Management.
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Directors’ attendance records

In 2019, 6 Board meetings (including a meeting attended by the HKMA) were held with an average attendance rate

of 94%.

Attendance records of Directors at BMs, ACMs, NCM, RCMs, RICMs and AGM held in 2019 are as follows:

Number of meetings attended/held in 2019
Directors BM ACM NCM RCM RICM AGM
Executive Directors:
David LI Kwok-po
(Executive Chairman) 6/6 - 11 - - il
Adrian David LI Man-kiu
(Co-Chief Executive) 6/6 - - - - 11
Brian David LI Man-bun
(Co-Chief Executive) 6/6 - - - - 11
Non-executive Directors:
Arthur LI Kwok-cheung
(Deputy Chairman) 6/6 - - 2/2 - il
Aubrey LI Kwok-sing 6/6 - - - 4/4 171
Winston LO Yau-lai* 5/6 - - - - 171
Stephen Charles LI Kwok-sze* 5/6 - - - - 171
Isidro FAINE CASAS* 5/6 - 11 - - 171
Peter LEE Ka-kit** 4/5 - - 1/2 - 11
Daryl NG Win-kong* 5/6 - - - 3/4 11
Masayuki OKU 6/6 - 11 - - 171
Independent Non-executive Directors:
Allan WONG Chi-yun
(Deputy Chairman) 6/6 4/4 11 1/2 4/4 1/1
Rita FAN HSU Lai-tai 6/6 - 11 2/2 - 171
Meocre LI Kwok-wing* 5/6 4/4 - - 4/4 IVl
Henry TANG Ying-yen 6/6 4/4 7 2/2 2/2 1Al
CHAN Kin-por## 3/3 2/2 - - 2/2 171
Delman LEE 6/6 4/4 11 - 4/4 171
William Junior Guilherme DOO#*## 11 11 - - i7Al -
Average attendance rate 94% 100% 100% 80% 96% 100%

* Mr. Winston Lo, Mr. Stephen Li, Dr. Peter Lee, Dr. Isidro Fainé, Dr. Daryl Ng and Mr. Meocre Li were unable to attend scheduled Board

meetings due to prior commitment.

*  Dr. Peter Lee resigned as a Director and ceased as a member of the RC on 23rd August, 2019.
# The Hon. Chan Kin-por resigned as a Director and ceased as the Chairman of the RIC and a member of the AC on 1st June, 2019.
### Mr. William Doo Jr was appointed as a Director and a member of the AC and RIC on 1st November, 2019.



RERITEMRAT | 2019F 3K | 83

TtEER®RE(EF)

ExgRbFELH
R2019F BTN REZE LR (BREERZEN—RER)  EEZFHHFEER 4% °

FSEFN019FRBITNESE SR FXLE29% RRZ890% FHEESESH RRZEgE=
K RAF TG E Rk

_1

N

R2019 FEHE L FRE/ BITIRE
FiZ EreE M Bl
Ea ZE8g Z8g ZEg ZEg | RERAF
2 eH FHE eH FE eH e
HITESE .
THE
(B77F/E) 6/6 - 11 - - 11
ZRB
(BB 1T ABE,) 6/6 - - - - 11
(BB 1T ARE,) 6/6 - - - - 11
HHITESE :
THE
(BIE/E) 6/6 - - 2/2 - 11
THE 6/6 - - - 4/4 11
mRE 5/6 - - - - 11
R 5/6 - - - - 11
SBIRE * 5/6 - 11 - - 11
R+ 4/5 - - 1/2 - 11
B * 5/6 - - - 3/4 11
BIFs 6/6 - 1/1 - - 11
BUFBITES -
RV
(BIE/E) 6/6 4/4 11 12 4/4 11
SBRER 6/6 - 11 2/2 - 11
RS+ 5/6 4/4 - - 4/4 11
FRE 6/6 4/4 11 2/2 212 11
BoR {R2 R ## 3/3 2/2 - - 2/2 11
ZEIA 6/6 4/4 1/1 - 4/4 11
2R By 1/1 1/1 - - 11 -
TR R 94% 100% 100% 80% 96% 100%

* BRELSE  FHMSSE FREEL  BEEEL  BANIET RFEL LAY EEHARELEETEE -
tOBEREELR2019F8 H23 AFHTESF - WK RFNESESEE -

" BREREFERR2019F6 A1 HBAEF » WHILK ARBRZESSETERFEREZEEES -

MRS ER2019F 11 A1 HEZEREF  URFERZEGREABREZESES -



84 The Bank of East Asia, Limited | Annual Report 2019

Board of Directors

Directors, both collectively and individually, are required
to fulfill fiduciary duties and duties of skill, care and
diligence to a standard commensurate with the standard
established by the Laws of Hong Kong. Every Director
is required to know his/her responsibilities as a Director
of the Bank and of the conduct, business activities and
development of the Bank. The Terms of Reference of
the Board mandate the responsibilities of the Directors
of the Bank and also include the functions of the NEDs
(including INEDs) as specifically required under Code
Provision A.6.2 of the CG Code and other relevant
regulations and guidelines.

INEDs and other NEDs shall make a positive contribution
to the development of the Bank’s strategies and
policies through independent, constructive and
informed comments.

Time Commitment

The Board regularly reviews the contributions required
from a Director to perform his/her responsibilities to the
Bank, and whether he/she is spending sufficient time
performing them. It also considers whether Directors,
who have multiple board representations, are able to
and have been devoting sufficient time to discharge their
responsibilities as Directors of the Bank.

The Bank has received confirmation from each Director
that he/she has spent sufficient time and attention to
the affairs of the Bank during the year 2019. Directors
have also disclosed to the Bank the number and nature
of offices held in Hong Kong or overseas listed public
companies or organisations and other significant
commitments, with the identity of the public companies
or organisations and an indication of the time involved.
Directors are reminded to notify the Company Secretary
in a timely manner any change of such information.

Directors are encouraged to submit written views on
items to be discussed ahead of the meeting in case they
are not able to attend the meeting via any means.

Conflict of Interest

The Bank has adopted the Directors’ Code of Conduct
and Policy on Conflict of Interests (the “Policy”) which
provides guidance to Directors to help them recognise
and deal with ethical issues including the handling of
conflict of interests and fair dealing, and help foster a
culture of honesty and accountability in the best interests
of the Group as well as the shareholders of the Bank. The
Policy also contains a compliance process which requires
declaration by a Director in respect of any (existing or

proposed) contract, arrangement, transaction or other
proposal in which the Director and/or his/her connected
entity (as defined in section 486 of the Companies
Ordinance), is/are directly/indirectly materially interested.
A Director shall not vote on any resolution approving any
contract, arrangement or transaction in which he/she
and/or his/her connected entity has any material interest.

If a Director has a conflict of interest in a matter to be
considered by the Board which the Board has determined
to be material, the matter shall not be dealt with by
way of circulation or by a Committee (except for an
appropriate Board Committee set up for that purpose
pursuant to a resolution passed in a Board meeting) and
a Board meeting shall be held to deal with the specific
matter. INEDs who, and whose associates, have no
material interest in the transaction shall be present at
such Board meeting.

Handling and Dissemination of Inside
Information

The Bank has in place a Policy on Handling and
Dissemination of Inside Information ("Policy”) which sets
out the procedures and internal controls for handling and
dissemination of inside information in a timely manner in
such a way so as not to place any person in a privileged
dealing position and to allow time for the market to price
the listed securities of the Bank with the latest available
information.

This Policy also provides guidelines to staff of the Bank
to ensure proper safeguards exist to prevent the Bank
from breaching the statutory disclosure requirements. It
also includes appropriate internal control and reporting
systems to identify and assess potential inside information.

Dissemination of inside information of the Bank shall
be conducted by publishing the relevant information on
the websites of HKEx and the Bank, according to the
requirements of the Listing Rules.

Moreover, the Bank has established a Policy on Insider
Dealing — Group Personnel to be observed by the
employees of the Bank or directors or employees of the
Bank’s subsidiaries, in respect of their dealings in the
securities of the Bank.

Obtaining Independent Professional Advice
by Directors

In order to assist the Directors to discharge their duties to
the Group, the Bank’s Policy on Obtaining Independent
Professional Advice by Directors sets out the procedures
to enable the Directors, upon reasonable request, to
seek independent professional advice in appropriate
circumstances, at the Bank’s expense.
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Directors & Officers Liability and Company
Reimbursement Insurance

The Bank has arranged a Directors & Officers Liability
and Company Reimbursement Insurance to indemnify
the directors and officers of the Group against claims
made against them jointly and severally for any wrongful
act committed or alleged to have been committed in
their capacity as directors or officers of the Group. The
Bank reviews the scope of insurance annually to ensure
that coverage matches the scale and type of the Bank’s
businesses and associated risks.

Induction and continuous professional
development

The Bank strives to ensure that the Directors continue
to develop and enhance their skills to better serve its
stakeholders and has established a Policy on Induction
and Professional Development specifying guidelines on
Directors’ induction training and continuous development.

The newly appointed Director receives an Information
Package from the Company Secretary on the first occasion
of his/her appointment. This Information Package is a
comprehensive, formal and tailored induction on the
responsibilities and on-going obligations to be observed
by a Director. In addition, the Information Package
includes materials on the operations and business of
the Bank. The Senior Management and the Company
Secretary will subsequently conduct such briefing as is
necessary, to ensure that the Directors have a proper
understanding of the operations and business of the Bank
and that they are aware of their responsibilities under the
laws and applicable regulations.

During the year, all Directors of the Bank participated
in continuous professional development to develop and
refresh their knowledge and skills. The Bank will keep
Directors updated on areas, including directors’ duties
and responsibilities, operations and business of the
Bank, corporate governance and changes in regulatory
requirements, to enable them to properly discharge their
duties. The Bank is responsible for arranging and funding
suitable training for Directors.

During the year, Directors received briefings and trainings
on the following topics at the Bank’s expense (where
appropriate). All current Directors provided to the Bank a
record of training they received in 2019.

e Annual Corporate and Regulatory Update 2019
e Managing Fraud Risks in Your Organization

e The Latest Global Crypto Trends

e Fintech trends and application in China

¢ Impact of Virtual Banks

e (Climate Risk and Climate Finance - Challenges and
Opportunities

® The Development of Basel | to IV

e Future People — Managing Talent Risk

e HKMA Seminar for INEDs

¢ INEDs Forum held by a professional firm

e Getting Ready for the HKMA Cultural Dialogue
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The following summarises key areas of trainings™® received by current Directors of the Bank during 2019:

Seminar /
Directors
Development
Corporate Programme
Governance Bank's Series Fintech/
and Risk Regulatory | businessand | arranged by Cyber
Directors Management |  Update | management | regulator | Bank Culture | AMLand CFT | Security
Executive Directors:
David LI Kwok-po 4 v v v 4 v
(Executive Chairman)
Adrian David LI Man-kiu v v v v 4 v v
(Co-Chief Executive)
Brian David LI Man-bun v v v 4 4 v
(Co-Chief Executive)
Non-executive Directors:
Arthur LI Kwok-cheung v 4 4 4 4 v
(Deputy Chairman)
Aubrey LI Kwok-sing v 4 v 4 4 4 4
Winston LO Yau-lai v v v 4 v
Stephen Charles LI Kwok-sze % v v v 4
Isidro FAINE CASAS v 4 v 4 v
Daryl NG Win-kong v 4 v v 4
Masayuki OKU v v v v 4
Independent Non-executive Directors:
Allan WONG Chi-yun v 4 v 4 v
(Deputy Chairman)
Rita FAN HSU Lai-tai v v v v v v
Meocre LI Kwok-wing 4 v v v 4 4 4
Henry TANG Ying-yen v v v v v 4
Delman LEE v v v v v
William Junior Guilherme DOO v 4 v v 4 v

Note: Attending seminars/conferences; giving speeches, reading articles; and/or reviewing information are considered as part of the Directors’ training.

Supply of and access to information

Directors are provided in a timely manner with
appropriate information that enables them to make
an informed decision and to discharge their duties and
responsibilities as Directors of the Bank. To ensure that
the Board is well supported by accurate, complete and
timely information, Directors have unrestricted access to
Board papers, minutes and related materials.

The management is aware that it has an obligation to
supply the Board and Board Committees with adequate
information in a timely manner to enable them to make

informed decisions. The information supplied must be
complete and reliable. The Board and each Director
have separate and independent access to the Senior
Management.

In respect of regular BMs and Board Committee
meetings, notice of meetings will be given to all Directors
or respective Committee members about 1 month
before the date of the scheduled meetings; and so far
as practicable, an agenda and accompanying meeting
papers are sent to the Directors or respective Committee
members one week in advance.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

B. BOARD DELEGATION

Audit
Committee

Oversight and review

of financial reporting,
audit, internal control,
corporate governance
functions of the Bank.

More details from
pages 92 to 96.

Members

Mr. Meocre Li*
(Chairman)

Dr. Allan Wong*
Dr. Henry Tang*

Dr. Delman Lee*
Mr. William Doo Jr*

Nomination
Committee

Oversight and review
of nomination,
appointment, removal
and succession
planning of Directors,
Senior Management
and Division Heads,
Board diversity and
Evaluation of Board.

More details from
pages 96 to 100.

Members

Dr. Allan Wong*
(Chairman)

Dr. David Li

Dr. Isidro Fainé

Mr. Masayuki Oku

Dr. Rita Fan Hsu Lai-tai*
Dr. Henry Tang*

Dr. Delman Lee*

* Independent Non-executive Directors

Board

Remuneration
Committee

Oversight and review
of remuneration policy,
remuneration packages
of Directors, Senior
Management and Key
Group Personnel, and
Bank Culture-related
matters.

More details from
pages 100 to 102.

Members

Dr. Rita Fan Hsu Lai-tai*
(Chairman)

Dr. Allan Wong*

Dr. Henry Tang*

Professor Arthur Li

Risk
Committee

Sealing
Committee

Oversight and review
of risk management-
related issues of

the group including
risk appetite, risk
management strategies,
risk governance,

risk management
framework, risk
management policies
and risk profiles.

More details from
pages 102 to 104.

Directing the usage
and custody of the
Bank’s common seal.

Members Members

Dr. Henry Tang* All current Directors
(Chairman)

Dr. Allan Wong*

Mr. Meocre Li*

Mr. Aubrey Li

Dr. Daryl Ng

Dr. Delman Lee*

Mr. William Doo Jr*

Management
Committees under
the oversight of Risk
Committee

e Crisis Management
Committee

® Risk Management
Committee

® Asset and Liability
Management
Committee

e Credit Committee

® Operational Risk
Management
Committee

Management
Committee

Executive Committee

e Assisting and
supporting the Co-
Chief Executives
to manage the
businesses and
operations of the
Bank Group at a
strategic level.

Investment Committee

® Reviewing and
formulating
investment strategies
as well as making
investment decisions
in respect of fixed
income instruments,
equity and equity-
related investments
for the Group.

The Board is collectively responsible for the long-term
success of the Group and assumes responsibility for its
leadership within a framework of effective controls.

Under the framework, the Board has set up 5 Board
Committees and 7 Management Committees to assist
it in carrying out its responsibilities. Board Committees
include AC, NC, RC, RIC and Sealing Committee.
Management Committees include Executive Committee,
Investment Committee, Crisis Management Committee,
Risk Management Committee, Asset and Liability

Management Committee, Credit Committee and
Operational Risk Management Committee.

The Board has delegated authority to various Committees
to deal with specific matters under defined terms of
reference. The composition and terms of reference of
these Committees are reviewed and updated regularly
to ensure that they remain appropriate and in line with
the regulatory requirements, the Group’s business and
changes in governance practices.
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All Board Committees adopt the same governance
processes as the Board as far as practicable and report to
the Board on their decisions or recommendations after
each meeting.

A joint meeting of the Chairmen of the AC and RIC is held
annually or on a need basis to facilitate the exchange of
information and effective coverage of all risks, including
emerging risks, and any needed adjustments to the risk
governance arrangements of the Bank. The Group Chief
Auditor and Group Chief Risk Officer are invited to attend
the meeting.

To ensure that remuneration is appropriate and consistent
with the Bank’s culture, long-term business and risk
appetite, performance and control environment as well
as any legal and regulatory requirements, a joint meeting
of the Chairmen of the AC, RC and RIC was held in
February 2019 to discuss the alignment of risk and
remuneration, and Bank culture reform of the Bank. The
Group Chief Auditor, Group Chief Risk Officer, Group
Chief Compliance Officer and Head of Human Resources
Division were invited to attend the meeting.

Board Committees
B1. Audit Committee

It is the responsibility of the Board to establish formal
and transparent arrangements for considering how
it will apply the financial reporting, risk management
and internal control principles and for maintaining an
appropriate relationship with the Bank’s auditors. The
Bank has established an AC with specific written Terms
of Reference which deal clearly with its authorities and
duties included in CG Code.

The Board has delegated its corporate governance
functions as set out in Code Provision D.3.1 of the CG
Code to the AC.

As laid down in the Terms of Reference, the AC is
responsible for reviewing corporate governance functions,
financial controls, risk management and internal control
systems, annual report and accounts, and half-year
interim report.

The AC comprises 5 members and all the members
are INEDs. Their names and biographies are set out in
the Corporate Information and Biographical Details of
Directors and Senior Management of the 2019 Annual
Report. No former partners of the Bank's external auditors
is acting as a member of the AC before expiry of a period
of two years commencing on the date of his/her ceasing
to be a partner of the firm or to have any financial
interest in the firm whichever is later.

AC meetings are held at least 4 times a year. The
Executive Chairman, Co-Chief Executives, Deputy Chief
Executives, other senior executives, and the external
auditors are invited to attend these meetings. During
the year, the external auditors held meetings with the
AC members, without the presence of the Executive
Chairman, Co-Chief Executives, Deputy Chief Executives
and the other senior executives.

The AC is accountable to the Board and the minutes of
the ACM are kept by the Company Secretary. Draft and
final versions of minutes of the ACM will be sent to all
Directors for their comment and record respectively, in
both cases within a reasonable period after the meetings.

The number of meetings held by the AC and attendance
of individual members at ACM in 2019 is recorded on
page 82.
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The following is a summary of the work performed by the AC for the year 2019 and up to 19th February, 2020:

Reviewed and endorsed the policies and practices under the Bank’s CG Framework, including the Corporate
Governance Policy and made recommendations to the Board, where appropriate;

Reviewed the training and continuous professional development of Directors and Senior Management;
Reviewed the policies and practices on compliance with legal and regulatory requirements;

Reviewed the code of conduct and compliance manual applicable to employees and Directors;

Reviewed the status of compliance with the CG Code and disclosure in the Corporate Governance Report;
Met with the external auditors to discuss their audit work on the Group;

Reviewed external auditors’ 2019 annual audit plan, management letter and management’s response;
Reviewed and approved the appointment of external auditors for providing non-audit services to the Group;

Reviewed the Auditors’ Independent Assurance Reports in respect of the Bank’s financial disclosures under the
Banking (Disclosure) Rules for 2018 and six months ended 30th June, 2019;

Reviewed and recommended to the Board for approval of the audit fee proposal for the Group for 2019;
Recommended to the Board to re-appoint KPMG as the Group's external auditors for 2019 and 2020;

Reviewed the internal audit reports covering the evaluation of risk management and internal control systems of
various operations of the Group;

Reviewed the adequacies of resources, qualifications and experience of the staff of the Bank’s accounting,
internal audit and financial reporting functions, and their training programmes and budget; effectiveness of the
Group's internal audit function;

Reviewed the Auditor’s Report regarding the internal control systems for 2018 prepared under section 63(3A) of
the Banking Ordinance;

Reviewed the on-site examination reports of the HKMA issued in 2019;
Reviewed the Interim Report and the interim results announcement for the six months ended 30th June, 2019;
Reviewed the audited financial statements and final results announcement for 2019; and

Reviewed and approved Group internal audit plan for 2020.
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All matters raised by the AC have been addressed by the
Senior Management and the other senior executives.
The work and findings of the AC have been reported to
the Board.

The Board agreed with the AC’s proposal for the re-
appointment of KPMG as the Group's external auditors
for 2020. The recommendation will be presented for the
approval of shareholders at the 2020 AGM.

The AC has made available its Terms of Reference, on the
websites of the HKEx and the Bank, explaining its role
and the authorities delegated to it by the Board.

The AC is provided with sufficient resources, including the
advice of external auditors and Internal Audit Division, to
discharge its duties.

The Bank has established the Policy on Appointment
of External Auditor for Provision of Non-Audit Services,
setting out the principles by which an external auditor may
be appointed to provide non-audit services, with a view to
ensuring the independence of the external auditor.

B2. Nomination Committee

The Bank has established an NC with specific written Terms
of Reference which deal clearly with its authorities and
duties. The Terms of Reference of the NC have included
the specific duties set out in Code provision A.5.2 of the
CG Code, with appropriate modifications where necessary.

The NC is responsible for recommending to the Board on
relevant matters relating to appointment, re-appointment,
removal and succession planning of Directors, Chief
Executive, Deputy Chief Executives, Division Heads, Group
Chief Compliance Officer, Group Chief Auditor, Group
Chief Financial Officer and Group Chief Risk Officer;
defining succession planning and diversity of the Board
and performing evaluation of the Board performance and
Directors’ contribution to the effectiveness of the Board.

The NC comprises 7 members and 4 of them (including
the Chairman) are INEDs. Their names and biographies
are set out in the Corporate Information and Biographical
Details of Directors and Senior Management of the 2019
Annual Report.

The number of meetings held by the NC and the
attendance of individual members at NCM in 2019 is
recorded on page 82.

The following is a summary of the work performed by the NC for the year 2019 and up to 19th February, 2020:

e Reviewed the size, structure, composition and diversity of the Board;

* Reviewed the Procedures for Nomination of Directors;

e Reviewed the Terms of Reference of the NC;
e Reviewed the Management Succession Policy;

e Reviewed the Management Succession Plans;

e Reviewed the Board Succession and Diversity Policy (the “Policy”) including measurable objectives for

implementing the Policy;

e Reviewed and assessed the evaluation of the Board performance and Directors’ contribution to the effectiveness

of the Board;

e Assessed the independence status of current INEDs, in particular that of Dr. Allan WONG Chi-yun who has served

the Board for more than 9 years;

e Considered and recommended to the Board for re-election of Prof. Arthur LI Kwok-cheung, Mr. Meocre LI Kwok-
wing, Dr. the Hon. Henry TANG Ying-yen, Dr. Delman LEE and Mr. William Junior Guilherme DOO as Directors of
the Bank to be proposed for shareholders’ approval at the 2020 AGM; and

e Reviewed the composition of the Board and Board Committees.
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The NC has made available its Terms of Reference, on the
websites of HKEx and the Bank, explaining its role and
the authorities delegated to it by the Board.

The NC is provided with sufficient resources including the
advice of independent professional firms, if necessary, to
discharge its duties.

Nomination Policy

The Bank has in place Procedures for Nomination of
Directors which set out the procedures for nomination
of potential candidate as Director of the Bank. The NC
shall review the curriculum vitae to assess whether the
potential candidate is ‘fit and proper’ for the appointment
and can meet the requirements of relevant rules and
regulations before recommendation is made to the Board.

Shareholders are allowed to propose a person other than
a retiring Director of the Bank to be elected as a Director
at a general meeting. A notice in writing shall be given to
the Company Secretary of the Bank by the shareholder
(not being the person to be proposed) entitled to attend
and vote at the meeting for which such notice is given of
his/her intention to propose such person for election and
also notice in writing signed by the person to be proposed
of his/her willingness to be elected. Such notice must be
sent to the Company Secretary of the Bank within 7 days
after the day of despatch of the notice of the general
meeting (or such other period, being a period of not less
than 7 days, commencing no earlier than the day after
the despatch of the notice of such meeting and ending
no later than 7 days prior to the date appointed for such
meeting). The Procedures for Nomination of Directors by
Shareholders are published on the website of the Bank.

Diversity Policy

The Board has adopted a Board Succession and Diversity
Policy which defines succession planning and diversity
of the Board. Board appointments are based on merit
and candidates are considered against objective criteria,
having due regard to the benefits of diversity on the
Board, including but not limited to gender, age, cultural
and educational background, ethnicity, professional
experience, skills, knowledge and length of service.

The NC reviews the structure, size, composition and
diversity (including the skills, knowledge and experience)
of the Board annually and determines if the Board
discharges its responsibilities effectively and to identify
steps for improvement and; make recommendations
on any proposed changes to the Board composition to
complement the Bank’s corporate strategy. Under the
current Board membership, the Board has a balance of
skills and experience appropriate for the requirements

of the Bank’s business. Directors, who come from a
variety of different backgrounds, have a diverse range
of business, banking and professional expertise and
bring valuable insight in particular areas that support the
development and growth of the Bank.

Appointment and re-election of Directors

The Bank uses a formal, considered and transparent
procedure for the appointment of new Directors and adopts
a nomination procedure in the selection of new Directors
and for the succession of appointments to the Board.
The proposed appointment will first be reviewed by the
NC, taking into account the balance of skills, knowledge,
experience and diversity on the Board. Candidates to
be selected and recommended shall meet the relevant
standards set out in the Listing Rules and CG-1.

A candidate who is to be appointed as an INED should
also meet the independence criteria set out in Rule 3.13 of
the Listing Rules and the requirements of the Guidance on
Empowerment of INEDs. Upon recommendation of the NC,
the proposed appointment will be reviewed and, if thought
fit, approved by the Board. According to the requirement
of the Banking Ordinance, prior approval from the HKMA
will also be obtained for appointment of Directors.

A formal letter of appointment, setting out the terms and
conditions of the appointment, and including the Director’s
scope of duties and obligations, is provided to every new
Director of the Bank and will be updated whenever there
are changes to the Director’s role and responsibilities.

Pursuant to the Articles of Association, Directors (including
NEDs and INEDs) are appointed for a term of not more
than approximately 3 years and on expiration of his/
her term he/she shall be deemed a retiring Director and
eligible for re-election. All new Directors appointed by the
Board are subject to re-election by shareholders of the
Bank at the first general meeting after their appointments
have become effective.

The NC conducts annual review of the independence of
INEDs before confirming their independence status to the
Board. The relevant INEDs will abstain from participating
in the assessments of their own independence.
Particular consideration will also be paid in assessing the
independence of those INEDs who have been serving on
the Board for more than 9 years and seeking re-election
in the AGM. Reasons will be given in the AGM Circular
to explain why the Board believes those INEDs are still
independent and should be re-elected. If the INED will
be holding his/her seventh (or more) listed company
directorship, the Board will explain why he/she will still be
able to devote sufficient time to the Board.
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Evaluation of the Board and Directors

During the year, the Bank had conducted an evaluation
of the effectiveness of the Board as a whole and the
contributions made by each Director to the effectiveness
of the Board in the form of a questionnaire to all Directors
individually. The evaluation covered Board and Board
Committee structure and composition; Board process and
effectiveness; responsibilities of the Board; and duties and
responsibilities of Directors. The evaluation report revealed
that Board process is effective during the year 2019. All
Directors continue to perform effectively and demonstrate
commitment to their roles. The Board Committees were
highly regarded in the feedback and viewed as effective
in fulfilling their duties. The result of the evaluation had
been reviewed by the NC and submitted to the Board.

The Bank will continue to undertake an evaluation of the
performance of the Board and the Directors annually.

B3. Remuneration Committee

The Bank has established an RC with specific written Terms
of Reference which deal clearly with its authority and
duties. The Terms of Reference of the RC have included the
specific duties set out in Code Provision B.1.2 of the CG
Code, with appropriate modifications where necessary.

The RC is responsible for making recommendations to
the Board regarding the Bank’s Remuneration Policy,
and for the formulation and review of the remuneration

packages of the Directors, Executive Chairman, Co-Chief
Executives, Deputy Chief Executives, General Managers
and Key Personnel of the Group.

In determining the Remuneration Policy, the RC will take
into account the Bank’s business objective, people strategy,
short-term and long-term performance, business and
economic conditions, market practices, conduct, compliance
and risk control, to ensure that the remuneration aligns
with business and individual performance, promotes
effective risk management, facilitates retention of quality
personnel and is competitive in the market.

The emoluments payable by the Bank to its Directors and
senior executives are determined taking into account
their roles and responsibilities so as to ensure a fair and
competitive remuneration package. The Bank will also
ensure that no Director, Executive Chairman, Co-Chief
Executives or any of their associates will be involved in
deciding his/her own remuneration.

The RC comprises 4 members and 3 of them (including
the Chairman) are INEDs. Their names and biographies
are set out in the Corporate Information and Biographical
Details of Directors and Senior Management of the 2019
Annual Report.

The number of meetings held by the RC and the
attendance of individual members at RCM in 2019 is

recorded on page 82.

The following is a summary of work performed by the RC during and for the year 2019:

e Reviewed the 2018 Variable Remuneration for members of Senior Management and Key Personnel;

e Reviewed the vesting of Deferred Variable Remuneration for the Awards of the Year 2015 to 2017,

e Considered the Third Offer and Grant of Options under the Staff Share Options Scheme 2016;

e Reviewed the Classifications of Material Risk Takers, the list of Senior Management and Key Personnel for 2019
and considered the Salary Review for Senior Management and Key Personnel for 2019;

e Considered the General Staff Annual Salary Review 2019;

e Reviewed the 2019 Annual Salary Review for Staff of Mainland China, Overseas Branches and Subsidiaries;

e Reviewed the Usage of Salary Increment Budget for 2018;

e Reviewed the Total Variable Pay Pool for 2018;

e Reviewed the Audit Result on the Bank’s Remuneration System for 2018;

e Reviewed the BEA's Performance Scorecard for 2019;

* Reviewed the Performance & Behavioural Goals Worksheets of the Executive Chairman, Chief Executive, Co-Chief

Executives and Deputy Chief Executives for 2019;

e Reviewed the Long Term Incentive Scheme for Members of Senior Management;

e Reviewed the Remuneration and Pay Structure for Executive Chairman and Co-Chief Executives;

e Revised 2019 Performance Assessment and Variable Bonus for Members of Senior Management and other Hong

Kong Staff Members;
* Reviewed the Terms of Reference of the RC;
e Reviewed the Remuneration Policy; and

e Reviewed the progress of Bank Culture Reform.
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In view of HKMA requirements in relation to Bank Culture
Reform, the RC has been designated to advise and assist
the Board in discharging its responsibilities for the Bank's
culture-related matters. The Bank reported to RC the
Culture Dashboard which included the key culture activities
taken by the Bank and results pertaining to culture metrics
which cover internal feedback, staff conduct management,
staff training and engagement, compliance and risk
management and customer feedback.

The RC has made available its Terms of Reference, on the
websites of the HKEx and the Bank, explaining its role
and the authorities delegated to it by the Board.

The RC is provided with sufficient resources, including the
advice of independent professional firms, if necessary, to
discharge its duties.

B4. Risk Committee

The Bank has established an RIC with specific written
Terms of Reference which deal clearly with its authorities
and duties. The RIC is responsible for dealing with the
Bank’s risk management-related issues, in particular
strategic issues, of the Group.

The RIC is assisted by the Management Committees namely
the Risk Management Committee, Credit Committee, Asset
and Liability Management Committee and Operational Risk
Management Committee, to deal with daily management
of risk-related issues; and by the Crisis Management
Committee to deal with crisis management.

The RIC comprises 7 members and 5 of them (including
the Chairman) are INEDs. Their names and biographies
are set out in the Corporate Information and Biographical
Details of Directors and Senior Management of the 2019
Annual Report.

RICMs are held on a quarterly basis, or as required.
During the meetings, RIC reviews the risk management-
related issues of the Group including risk appetite,
risk management strategies, risk governance, risk
management framework, risk management policies and
risk profiles. Significant risk management-related issues
are reported to the Board via RIC.

The number of meetings held by the RIC and the
attendance of individual members at RICM in 2019 is
recorded on page 82.

The following is a summary of the work performed by the RIC during and for the year 2019:

e Reviewed the Group'’s Risk Appetite Statement;

e Reviewed the Group’s risk management strategies;

e Reviewed and monitored the Group’s risk profiles, including the emerging risks faced by the Group;

e Reviewed the Group's enterprise risk management framework;

e Oversaw the implementation status of the Group’s Risk Data Aggregation Project for compliance with the
requirements of the “Principles for effective risk data aggregation and risk reporting” published by the Basel

Committee on Banking Supervision;

e Reviewed the Internal Capital Adequacy Assessment Process and the continuing enhancements of the framework;

e Reviewed the stress-testing results for major risks;

e Reviewed the Group Recovery Plan;

* Reviewed regulatory updates on risk management related issues and considered their probable material

implications to the Group;

e Reviewed critical regulatory comments on the Group'’s risk management-related issues;

e Reviewed the Terms of Reference of the RIC, Crisis Management Committee, Risk Management Committee,
Credit Committee, Asset and Liability Management Committee and Operational Risk Management Committee;

e Reviewed the Risk Committee Report; and

e Reviewed the Group’s risk management policies, oversaw their implementation and compliance with respective

statutory rules and regulations.
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The Terms of Reference of RIC require it to report back to
the Board on its decisions or recommendations.

The RIC has made available its Terms of Reference, on the
website of the Bank, explaining its role and the authorities
delegated to it by the Board.

The RIC is provided with sufficient resources including the
advice of independent professional firms, if necessary, to
discharge its duties.

B5. Sealing Committee

Sealing Committee comprises all Directors of the Bank as
appointed from time to time. It is responsible for directing
the usage and custody of the Bank’s common seal.

Management Committees

Management Committees are established to deal with
matters as sufficiently prescribed in respective terms
of reference, each of which has specific roles and
responsibilities delegated by the Board or Board Committees:

1. Executive Committee is responsible for assisting and
supporting the Co-Chief Executives to manage the
businesses and operations of the Bank Group at a
strategic level.

2. Risk Management Committee is responsible for
assisting the RIC in the daily management of issues
related to all major risks (in particular strategic and

new product and business risks) faced by the Group
including risk appetites, risk profiles, regulatory
updates and stress-testing.

3. Credit Committee is responsible for dealing with all
credit risk-related issues of the Group.

4. Operational Risk Management Committee is
responsible for dealing with issues related to
operational, legal, reputation, compliance, technology
and business continuity risks of the Group.

5. Asset and Liability Management Committee is
responsible for dealing with all issues related to
market, interest rate and liquidity risks of the Group.

6. Crisis Management Committee is responsible for
dealing with the Group’s management of crisis
scenarios which jeopardise or have the potential
to jeopardise the Group in its reputation, liquidity/
financial position and business continuity.

7. Investment Committee is responsible for reviewing
and formulating investment strategies as well as
making investment decisions in respect of fixed
income instruments, equity and equity related
investments for the Bank, and The Bank of East Asia,
Limited Employees’ Provident Fund.

Material matters will be reported to the Board/Board
Committees by the Management Committees according
to their respective Terms of Reference.

The scales of Director’s fees, and fees for membership of the AC, NC, RC and RIC are outlined below:

Amount per annum

2019

Board of Directors:

Chairman HK$550,000

Deputy Chairman HK$425,000

Other Directors HK$400,000
Audit Committee:

Chairman HK$250,000

Other members HK$140,000
Nomination Committee:

Chairman HK$90,000

Other members HK$60,000
Remuneration Committee:

Chairman HK$90,000

Other members HK$60,000
Risk Committee:

Chairman HK$250,000

Other members HK$140,000

Information relating to the remuneration of each Director for 2019 is set out in Note 22 on the accounts on page 221.
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Disclosure of Remuneration Policy

In accordance with the “Guideline on a Sound
Remuneration System” (the “Guideline”) issued by the
HKMA in March 2010 and its revision effective March
2015, the Bank has reviewed and revised its Remuneration
Policy for employees of the Group, including its overseas
branches and subsidiaries. The Remuneration Policy covers
all categories of employees, including the 4 described in
paragraph 2.1.1 of the Guideline. The RC, Group Chief
Risk Officer and Group Chief Compliance Officer annually
reviews the Bank’s Remuneration Policy, including a
reassessment of the principles applied in determining
remuneration packages, as well as the structure and
amount of compensation ultimately awarded.

The Remuneration Policy was reviewed and endorsed
by RC in 2019. The major changes were to include
the review of other Material Risk Takers (“MRTs"), in
addition to individual and collective MRTs; elaborate
the consideration factors in determining remuneration
adjustment in case of misconduct; extend the use of
remuneration adjustment to employee beyond those
directly responsible for misconduct; set out the roles
and responsibilities of the risk control functions in the
design and implementation of the Bank’s Remuneration
Policy in order to meet HKMA's expectation; strengthen
the governance on variable remuneration with active
involvement of risk control functions; and specify the
role of Remuneration Committee in reviewing the
appropriateness of the deferral threshold.

General Principles

The Remuneration Policy of the Group promotes
effective risk management, and is designed to encourage
employee behaviour that supports the Group’s business
objectives, long-term financial soundness, risk tolerance,
risk management framework and corporate values.

Remuneration Structure

Employee remuneration packages may consist of a
combination of fixed and variable remuneration. The
appropriate proportion of fixed and variable remuneration
shall vary according to an employee’s seniority, role,
responsibilities, and activities within the Group, among
other things.

Fixed remuneration refers to an employee’s annual salary
(including year-end pay), while variable remuneration —
comprising cash bonus payments and/or share options
— is awarded based on the employee’s performance
with a view to better aligning incentives with risk and
longer-term value creation. Variable remuneration, which
is awarded in the form of cash bonus payments and/

or share options, is determined taking into account an
employee’s seniority, role and responsibilities, and the
actual or potential risks that the employee’s activities may
create for the Group and the extent to which they may
affect its overall performance. In general, share options
will be granted to staff at General Manager grade or
above only.

Separate bonus schemes apply to risk control personnel,
whose awards are not linked to the performances of the
business units that they oversee.

Employees’ Performance Measurements
and the Award of Variable Remuneration

The RC determines the measures and the corresponding
target levels of the Group’s performance with reference
to corporate goals and objectives at the beginning of
each financial year and when necessary.

The performance of business units will be assessed by
a combination of financial and non-financial factors
(including compliance and risk management) which are
determined by senior management with reference to the
relevant corporate goals and the functional responsibilities
of the business units.

The award of variable remuneration is determined by
taking into account a combination of corporate and/or
business results as well as the assessment of individual
employee’s performance against the pre-set financial/
guantitative measures and non-financial/qualitative
measures for the year which include adherence to risk
management policies, compliance with legal, regulatory
and ethical standards, results of internal audit reviews as
well as adherence to corporate values.

To ensure that there is balance between financial
factors and non-financial factors in the assessment
of performance of both business units and individual
employees, the overall weighting on financial factors
is limited to avoid over reliance on financial measures
and to align with HKMA's expectation on Bank Culture
Reform. Performance is therefore judged, not only on
what is achieved over the short and long-term, but
also on how it is achieved. Performance in relation to
non-financial factors, including risk, compliance and
adherence to corporate values, forms a significant part
of the employee performance appraisal exercise, given
that poor performance in these areas can be indicative
of significant risks to the Group. Adverse performance in
non-financial/ qualitative factors will override outstanding
financial/quantitative achievements and be reflected by a
reduction to, or elimination of, any variable remuneration.
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To help ensure a balanced evaluation, a series of
compliance and risk management ratings are also taken
into account. The major types of risks covered are market,
credit, interest rate, liquidity and operational risks. Other
risks including legal, reputation, technology, strategic,
compliance, business continuity, and new product and
business risks are closely monitored at Bank level by various
Management Committees and adjustment will be made to
an individual’s variable remuneration when appropriate.

The Bank Group also carries out regular review to assess
instances of non-compliance with risk control procedures
and/or regulatory requirements. Instances of non-
compliance are escalated for consideration in remuneration
decision, including adjustment of variable remuneration
within the year, adjustment of unvested awards granted in
prior year(s) and clawback of vested awards.

In 2019, a joint meeting of the Chairmen of the AC, RC
and RIC was held to review and deliberate the alignment
of risk and remuneration in the determination of variable
remuneration, with an aim to supporting sound risk
management and long-term financial soundness of the Bank.

Total value of remuneration in 2019

Senior Executive Compensation

The RC annually reviews the remuneration packages
of the Senior Management (including the Executive
Chairman, Co-Chief Executives and Deputy Chief
Executives of the Bank), and Key Personnel (including
16 General Managers, the Executive Director & Chief
Executive of BEA China, the Head of Capital Markets &
Liquidity Management Department and the Head of Fixed
Income Capital Markets Department). In determining
the remuneration packages of the Senior Management
and Key Personnel, the RC takes into account individual
performances, performances of respective divisions and
departments, and the Group’s overall business goals
and objectives. In 2019, the Bank engaged an external
consultant, Ernst & Young, to review BEA's performance
framework of variable bonus scheme, long-term incentive
scheme, and executive remuneration and pay structure.

The aggregate payouts for these senior executives for
2019 are shown in the table below in accordance with
the disclosure requirement 3.3 of the Guideline.

2019 2018 (Restated)
Total value of remuneration awards for Non-deferred Deferred Non-deferred Deferred
the current financial year (HK$) (HK$) (HK$) (HK$)
(i) Senior Management
Number of employees 5 5
Fixed remuneration
e Cash-based 32,054,590 0 27,594,730 0
Variable remuneration
e Cash-based 10,341,860 4,453,435 24,671,494 17,742,521
¢ Share Options 0 9,287,068 0 12,761,654
(ii) Key Personnel
Number of employees 21
Fixed remuneration
e Cash-based 57,633,282 0 54,156,659 0
Variable remuneration
e Cash-based 22,717,002 11,414,932 27,363,815 12,484,987
e Share Options 0 3,729,737 0 6,138,670
Total Remuneration 122,746,734 28,885,172 133,786,698 49,127,832

Remarks:

(i) The values of share options for 2019 and 2018 are calculated based on the fair values of the Bank's shares on 17th January, 2020 for the
2019 Award and 18th January, 2019 for the 2018 Award respectively. The values are for indicative purpose only.

(ii) The remuneration of Key Personnel for 2019 included the remuneration of two Key Personnel who retired from the Group on 1st August, 2019
and 1st September, 2019 respectively and two Key Personnel who joined the Group on 27th May, 2019 and 23rd August, 2019 respectively. The
remuneration of Key Personnel for 2018 included the remuneration of one Key Personnel who retired from the Group on 1st May, 2018 and two
Key Personnel who joined the Group on 5th March, 2018 and 20th April, 2018 respectively.

(iii) The Share Options to one member of Senior Management and one Key Personnel under the 2018 Award were withheld in May 2019 and
the deferred and non-deferred portion of cash-based variable remuneration for the related members were adjusted to meet the deferral
requirement of the Bank accordingly. As such, the non-deferred variable cash, deferred variable cash and deferred Share Options for 2018
were restated. A certain number of Share Options for the 2018 Award to the member of Senior Management will be granted together with
the Share Options under the 2019 Award in 2020, while the related Share Options for the Key Personnel will not be granted.

(iv) In 2019, no guaranteed bonuses, sign-on, or severance payments were made to the Senior Management and Key Personnel of the Group. In
2018, an aggregate amount of HK$1,600,000 sign-on payment was made to two Key Personnel while no guaranteed bonuses or severance

payments were made.
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Total outstanding deferred remuneration in 2019

Vested portion

Unvested portion

Performance
adjustments to
Vested portion

Performance
adjustments to
Unvested portion

Outstanding deferred during the year 2019 | as at the end of 2019 | during the year 2019 | as at the end of 2019
remuneration (HK$) (HK$) (HK$) (HK$)
(i) Senior Management
e Cash-based 4,351,024 27,272,253 0 0
e Share Options 27,369,154 34,363,626 0 0
(ii) Key Personnel
e Cash-based 6,048,441 20,623,751 0 0
e Share Options 10,813,838 15,416,594 0 0

Remarks:

(i) The values of share options are calculated based on the fair value on the respective Grant Dates.

(i) The vested cash bonuses and share options relate to the 2015 variable remuneration award granted in 2016 and vested in 2019, the 2016
variable remuneration award granted in 2017 and vested in 2019 and the 2017 variable remuneration award granted in 2018 and vested
in 2019. The total number of share options granted in 2016, 2017 and 2018 are 6,262,500 shares, 6,400,000 shares and 5,850,000 shares
respectively.

(iii) The unvested cash bonuses and share options relate to the 2016, 2017 and 2018 variable remunerations.

(iv) The outstanding deferred remuneration of Key Personnel in 2019 included the vested and unvested cash bonuses and share options of three
Key Personnel who retired from the Group on 1st May, 2018, 1st August, 2019 and 1st September, 2019 respectively.

Total outstanding deferred remuneration in 2018

Performance Performance
adjustments to adjustments to
Vested portion Unvested portion Vested portion Unvested portion

Outstanding deferred during the year 2018 | as at the end of 2018 | during the year 2018 | as at the end of 2018
remuneration (HK$) (HK$) (HK$) (HK$)
(i) Senior Management

¢ Cash-based 2,662,886 13,053,081 0 0

¢ Share Options 23,334,819 50,812,963 0 0
(ii) Key Personnel

e Cash-based 4,423,492 13,655,744 865,243 0

¢ Share Options 8,192,641 20,977,531 296,665 0

Remarks:

(i) The values of share options are calculated based on the fair value on the respective Grant Dates.

(i) The vested cash bonuses and share options relate to the 2014 variable remuneration award granted in 2015 and vested in 2018, the 2015
variable remuneration award granted in 2016 and vested in 2018 and the 2016 variable remuneration award granted in 2017 and vested in 2018.
The total number of share options granted in 2015, 2016 and 2017 are 6,100,000 shares, 6,262,500 shares and 6,400,000 shares respectively.

(iif) The unvested cash bonuses and share options relate to the 2015, 2016 and 2017 variable remunerations.

(iv) The outstanding deferred remuneration of Key Personnel in 2018 included the vested and unvested cash bonuses and share options of one
Key Personnel who retired from the Group on 1st May, 2018.

Other relevant remuneration disclosures are set out in Notes 22, 23 and 51 on the accounts on pages 221, 223 and 347.

The Bank has fully complied with HKMA's disclosure requirements set out in Part 3 of the Guideline.
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Deferral Arrangements

The award of variable remuneration to the Senior
Management and Key Personnel is subject to deferment
in such a manner as determined by the RC. In general,
the proportion of variable remuneration which is
subject to deferment will increase progressively in line
with the seniority, scope of responsibilities, and other
relevant factors pertinent to the Senior Management
and Key Personnel.

The award of deferred remuneration is subject to
a minimum vesting period and pre-defined vesting
conditions as determined by the RC and communicated to
all relevant employees. Deferred remuneration is awarded
in such a manner so as to align employees’ incentive
awards with long-term value creation and the time
horizons of risk. The future performance (both financial
and non-financial) of the Group, relevant business units,
and individual employees, as well as the creation of value
for our shareholders, are taken into consideration when
determining vesting conditions. Vesting and payment
of deferred remuneration will be made gradually over a
period of 3 years and no faster than on a pro-rata basis.

In circumstances where it is later established that decisions
or actions made by an employee and/or business unit in a
particular year had a severe negative impact on the Bank
Group's overall profitability, any unvested portions (i.e.
both cash bonus and/or share option tranche(s) which
have yet to be vested) of deferred variable remuneration
(relating to that particular year) should be forgone, either
in part or in whole, as determined by the RC.

In circumstances where it is later established that any
performance measurement for a particular year was
based on data that is later proven to have been manifestly
misstated, or it is later established that the relevant
employee has committed fraud, malfeasance, or a
violation of internal control policies, any unvested portions
(i.e. both cash bonuses and/or share option tranches that
have yet to be vested) of deferred variable remuneration
(relating to that particular year in question) should be
forgone, either in part or in whole, as determined by the
RC. In certain circumstances, clawback of vested portion
of the deferred variable remuneration of that particular

year may apply.
Future Review

As a major financial institution in Hong Kong, the Group
not only takes extensive measures to ensure that it complies
with all the relevant guidelines, rules, and regulations, but
also adopts positive steps to ensure that ethical, social,
and environmental aspects are taken into account when
determining remuneration policies and packages.

The Group will keep abreast of the latest development
in the labour market, especially in the financial services
sector, and will review and refine its compensation and
remuneration policies whenever necessary to enable the
provision of competitive remuneration packages to ensure
the retention of talent.

Financial Reporting

The Board is responsible for presenting a balanced,
clear and comprehensible assessment of the Bank’s
performance, position and prospects.

Management comprising Co-Chief Executives, Deputy
Chief Executives and General Managers shall provide
sufficient explanation and information to the Board as
will enable the Board to make an informed assessment
of the financial and other information presented before
the Board for approval. It provides the Board with
monthly updates giving a balanced and understandable
assessment of the Bank’s performance, position and
prospects to assist the Board as a whole and each Director
to discharge their duties.

The Directors are responsible for ensuring maintenance
of proper accounting records and preparing accounts of
each financial period, which give a true and fair view of
the state of affairs of the Group and of the results and
cash flow for that period. In preparing the accounts for
the year ended 31st December, 2019, the Directors have:

e consistently applied appropriate accounting policies;

¢ made judgements and estimates that are prudent and
reasonable; and

e prepared the accounts on the going concern basis.

The Bank has announced its annual and interim results
within 2 months after the end of the relevant periods,
which is earlier than the limit of 3 months (for annual
results) and within the limit of 2 months (for interim
results) as required by the Listing Rules.

A statement by the auditors about their reporting
responsibilities is included in the Independent Auditor’s
Report from pages 150 to 162.

The Board will present a balanced, clear and
understandable assessment to annual and interim reports,
other price-sensitive announcements and other financial
disclosures required under the Listing Rules, and reports
to regulators as well as to information required to be
disclosed pursuant to statutory requirements.
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Risk Management and Internal Controls

The Directors acknowledged that they are responsible
for the Group’s risk management and internal control
systems and reviewing their effectiveness. All employees
are responsible for identifying and managing risk within
the scope of their roles as part of the three lines of
defence model. The second line of defence sets the policy
and guidelines for managing specific risk areas, provides
advice and guidance in relation to the risk, and challenges
the first line of defence, the Risk Owners, on effectiveness
of risk management. The third line of defence provides an
independent assurance on effectiveness of the Group’s
risk management and internal control systems. The
Internal Audit Division and Risk Management Division
assume the responsibilities of internal audit and risk
management functions of the Bank, respectively. During
the financial year ended 31st December, 2019, the Board
reviewed the adequacy and effectiveness of the risk
management and internal control systems.

The Board is responsible for evaluating and determining
the nature and extent of the risks it is willing to take in
achieving the Bank's strategic objectives and ensuring
that the Bank establishes and maintains appropriate
and effective risk management and internal control
systems. The Board is also responsible for overseeing the
Senior Management and the other senior executives in
the design, implementation and monitoring of the risk
management and internal control systems.

The risk management and internal control systems of
the Bank 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 comprehensive policies and standards under
a well-established organisational structure. Areas of
responsibilities of each business and operational unit are
clearly defined to ensure effective checks and balances.
Please refer to the Sections “Principal Risk Management”
from pages 267 to 317 and “Capital Adequacy” from
pages 359 to 363 of Annual Report 2019 for further
details on the processes that the Group uses to identify,
evaluate and manage principal risks.

The key procedures that the Board established to provide
effective internal controls are as follows:

e A distinct organisation structure exists with defined
lines of authority and control responsibilities.

A comprehensive management accounting system
is in place to provide financial and operational
performance indicators to the Senior Management
and the relevant financial information for reporting
and disclosure purpose.

Policies and procedures are 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.

An enterprise risk management framework is in
place for the Group to identify, evaluate, manage,
control and report principal risks including credit,
market, operational, liquidity, interest rate, strategic,
legal, reputation, compliance, technology, business
continuity, and new product and business risks. To
identify and manage all potential risks in a more
holistic and effective manner, a “Three Lines of
Defence” risk management model is adopted, with
Risk Owners, Risk Controllers and Internal Audit
Division acting as the 1st, 2nd and 3rd lines of defence
respectively, along with the overall coordination
of the Group Chief Risk Officer. Oversight of risk
management is provided by the RIC, which is assisted
by the Management Committees including the Risk
Management Committee, Credit Committee, Asset
and Liability Management Committee and Operational
Risk Management Committee. Policies and procedures
are in place to ensure compliance with applicable
laws, rules and regulations.

The AC reviews reports (including management letter)
submitted by external auditors in connection with the
annual audit and internal audit reports submitted by
the Group Chief Auditor.

A Policy on Handling and Dissemination of Inside
Information is in place, setting out the guiding
principles, procedures and internal controls for the
handling and dissemination of inside information in a
timely manner.

Whistle-blowing Statement and Whistle-blowing
Policy and Procedure are in place, which encourage
stakeholders and employees to raise concerns, in
confidence, about possible improprieties in any matter
related to the Bank. The Bank treats all information
received confidentially and protects the identity and
the interests of all whistle-blowers.
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Pursuant to a risk-based approach, the Group’s
Internal Audit Division conducts independent reviews
of control mechanisms over various operations and
activities to assess the effectiveness of the Group's risk
management and internal control systems which cover
all material controls, including financial, operational
and compliance controls.

During the year, the Board reviewed the adequacy and
effectiveness of the risk management and internal control
systems of the Group. As a result, the Board concurred
with the Senior Management'’s confirmation that the
Group's risk management and internal control systems
are considered effective and adequate.

Auditor’'s Remuneration

The fee paid or payable to KPMG, the Bank’s external
auditors, for providing audit service of the Group is
HK$19 million.

During 2019, the fees paid or payable to KPMG and its
associates for providing non-audit services amounted
to approximately HK$19 million, which included the
following items:

e Review and consultancy services: HK$11 million;

e Services made at the request of regulators: HK$5
million;

e Taxation services: HK$2 million; and
e Other services: HK$1 million.

The AC was satisfied that the non-audit services in 2019
did not affect the independence of KPMG.

The Company Secretary is responsible for, among other
things, ensuring that Board procedures are observed, and
that the Bank's Articles of Association, relevant rules and
regulations including, requirements of the Listing Rules
and the HKMA, Companies Ordinance and Disclosures of
Interests under the SFO, are complied with. The Company
Secretary assists the Executive Chairman and the Board in
implementing and strengthening corporate governance
practices and processes of the Bank. All Directors have
access to the advice and services of the Company Secretary.

The Company Secretary assists the Executive Chairman
in ensuring efficient information flow within the
Board and Board Committees and between Directors
and Senior Management. The Company Secretary is
responsible for facilitating induction programme of new
Directors and the continuous professional development
of existing Directors. The Company Secretary assists the
Executive Chairman of the Board and Chairmen of the
Board Committees in the development of the agendas
for the Board and Board Committee meetings. He also
attends and prepares minutes for Board and Board
Committee meetings.

The Company Secretary is an employee of the Bank and
reports directly to the Executive Chairman. The Board
approves the selection, appointment or dismissal of
the Company Secretary. During the year, the Company
Secretary undertook over 15 hours of professional training.

Communication with Shareholders

The Bank recognises the importance of maintaining
continuous communication with shareholders and
constantly looks for ways to ensure that the Bank
maintains an open and ongoing dialogue with the
investment community. The Bank has in place a
Shareholders Communication Policy which sets out
the practices in relation to communication with the
shareholders and the investment community. Such Policy
which is published on the website of the Bank, shall be
reviewed by the AC and the Board on a regular basis to
ensure its effectiveness.

In order to ensure shareholders and investors have
fair, timely and simultaneous access to the Bank’s
information, the Bank through various channels,
including its website (www.hkbea.com), provide
shareholders and investors timely access and continuous
disclosure of the Bank’s announcements, financial
results, and press release. The Bank also holds press and
investor conferences to present half-year and full-year
financial results to the media and analysts.

The Bank welcomes shareholders’ views and concerns
relating to the Group’s management and governance.
Shareholders may at any time send their enquiries
to the Board by addressing to the Bank’s Company
Secretary at the Bank’s registered address or email at
info@hkbea.com.
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General Meetings

The Board endeavours to maintain an ongoing dialogue
with shareholders and, in particular, uses the AGMs or
other general meetings as a useful forum for shareholders
to exchange views with the Board. The Chairman of each
of the AC, NC, RC and RIC, external auditors, Senior
Management and legal advisors, are also present to
answer shareholders’ questions.

Shareholders are informed of details about the AGM
through published notices or circulars sent to all
shareholders and are requested to participate and openly
communicate their views on matters relating to the Bank.
Separate resolutions are proposed at general meetings
for each substantial issue, including the election and
re-election (as the case may be) of individual Directors. An
explanation of the detailed procedures of conducting a poll
will be provided to shareholders at the AGM, to ensure
that shareholders are familiar with such procedures.

The Bank has provided detailed information on the Bank's
2019 AGM in a circular to shareholders which included
Notice of the AGM, information on the retiring Directors
who were eligible for re-election at the 2019 AGM, and
explanatory statement on buy-back of shares. All the
resolutions were proposed on each substantially separate
issue and were voted on by poll and approved by the
shareholders of the Bank. The Bank has engaged KPMG
to act as the scrutineer for the poll voting. The results of
the poll voting were posted on the websites of HKEx and
the Bank on the same day of the 2019 AGM.

The Bank’s 2020 AGM will be held on Friday, 24th April,
2020 at 11:30 a.m., the notice of which will be sent to
shareholders at least 20 clear business days before the
meeting. Please refer to the Circular for the details of the
2020 AGM.

Convening of general meeting on
requisition

Subject to the Companies Ordinance, Directors of the
Bank shall on the request of shareholders of the Bank
who represent at least 5% of the total voting rights of all
the members having a right to vote at general meetings,
forthwith proceed to convene a general meeting of the
Bank. Each request must state the general nature of the
business to be dealt with at the meeting, the name and
contact details of the person making the request, must
be authenticated by the person making it and may be
sent to the Bank in hard copy form or in electronic form.
Shareholders may include the text of a resolution that
may properly be moved and is intended to be moved at

the meeting. The Bank will take appropriate actions and
make necessary arrangements in accordance with the
requirements of the Companies Ordinance once a valid
request is received.

For further details, shareholders may refer to the
requirements as set out in the Companies Ordinance.

Putting Forward Proposals at General
Meeting

Shareholders representing at least 2.5% of the total
voting rights of all the members having a right to vote,
or, at least 50 shareholders who have a relevant right to
vote, may:

e put forward proposal at general meeting; and

e circulate to other shareholders written statement with
respect to matter or other business to be dealt with at
general meeting.

For further details on the shareholder qualifications,
and the procedures and timeline, in connection with
the above, shareholders are kindly requested to refer to
Sections 580 and 615 of the Companies Ordinance.

Investors Relations

In accordance with the Shareholders Communication
Policy, the Bank maintains an open and regular dialogue
with institutional and individual shareholders, fund
managers, analysts and the media through an effective
corporate communication system which provides
transparent, regular and timely public disclosures
on the Group's latest developments and strategies
through different means. Apart from the AGMs, other
communication channels include:

e the Group's website at www.hkbea.com;
e annual and interim reports, and press releases;
e announcements, notices and circulars;

e press conferences after the announcement of interim
and final results for media and analysts;

e meetings with analysts; and
e roadshows.

The Senior Management conducted briefings with analysts
and the press to apprise them of the Bank’s annual and
interim results, business strategies and outlook.
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Dividend Policy

The Dividend Policy is to formulate the dividend
payments of the Bank in a complete and comprehensive
manner and to fulfil the corporate governance
requirement. It forms part of the Bank’s Corporate
Governance Framework. The AC annually reviews and
endorses the Dividend Policy and recommend to the
Board for approval.

General guidelines

Pursuant to the Articles of Association, the Board may
from time to time pay to the shareholders interim
dividends, subject to its discretion. The Board shall take
into account prevailing legal and regulatory requirements
and the best market practices when considering the
payment of dividends.

The following factors will be considered for determining
the payment of dividends:

e Statutory and regulatory restrictions;
e The Group’s financial results;
e Shareholders’ expectation and interests;

e Market conditions and long term business growth and
strategies;

e The capital adequacy ratios, leverage ratios, liquidity
coverage ratios and net stable funding ratios after
distribution; and

e Any other factors the Board may deem relevant.

Dividend pay-out ratio

To strike a balance between the long-term growth of
the Bank Group and the interests of shareholders, the
total dividends (other than special dividend, if any) to be
distributed yearly to shareholders are to be within the
range of 30% to 70% of the net attributable profits for
the year, after deduction of any distribution to holders of
Hybrid/Additional Tier 1 capital instruments.

Frequency and form of dividend

Interim dividend may be declared half-yearly for the half-
year period ending 30th June and the half-year period
ending 31st December.

Scrip in lieu of cash dividend may be offered to
shareholders at a discount, subject to the approval of
the Board.

Special dividend may be considered by the Board.

Details of the significant related party transactions
are provided under Note 51 on the accounts. These
transactions were entered into by the Bank in the
ordinary and usual course of business and on normal
commercial terms and, in relation to the constituted
connected transaction under the Listing Rules, it also
complied with applicable requirements under the Listing
Rules. Details of the said connected transaction are
provided in the Report of the Directors on page 148.
For the other related party transactions, if constituted
connected transactions or continuing connected
transactions, they are exempt from the relevant
disclosure requirements under the Listing Rules.

The Directors of the Bank acknowledged that they are
responsible for the preparation of the consolidated
financial statements of the Bank. During the year, in
strict compliance with relevant provisions, the Bank
published the 2018 Annual Report and the 2019 Interim
Report as scheduled.
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The Bank of East Asia Group is committed to integrating
environmental, social, and governance (“ESG") goals
into its business and operations. The following report
highlights BEA's major achievements in corporate social
responsibility (“CSR"”) during the year under review. A
more comprehensive review of BEA's performance will
be provided in the Group’s 2019 ESG Report, which will
be issued in the first half of 2020. All ESG reports are
available via BEA's homepage at www.hkbea.com.

We strive to provide a positive and inclusive working
environment for our staff, and to ensure that our staff
members enjoy a healthy work-life balance. Only by
providing a fulfilling and supportive work environment
for our staff are we able to serve our customers and other
stakeholders effectively.

To promote good health, the Bank enhanced staff medical
benefits during the year under review. To help build staff
relations and encourage a healthy work-life balance,
the Bank'’s Staff Sports and Recreation Club (“SSRC")
organised a series of recreational activities. Throughout
the year, the SSRC organised 65 such activities, which
were attended by nearly 6,700 staff and their family
members. The SSRC also facilitated staff participation
in charitable events, including “The Community Chest
of Hong Kong 50th Anniversary Walk for Millions” and
“Dress Casual Day”. In addition, to alleviate stress arising
from the ongoing social unrest in Hong Kong, the Bank
organised special wellness classes for staff members.

For the fourth consecutive year, in October, the Bank
conducted a survey to gauge customer satisfaction
levels. Findings from more than 1,000 customers and
non-customers who took part in BEA's online survey
revealed an increase in customer satisfaction. Results were

encouraging, with about 90% of all types of customers
indicating satisfaction with the services provided by our
relationship managers. In June, Blue Care surveyed over
460 people at its two medical centres in Hong Kong.
Feedback was positive, with 90% of respondents indicating
that they were satisfied with the overall services provided.

In February, BEA strengthened its commitment to
responsible procurement by implementing the Procure-
to-Pay guidelines across the divisions of the Bank. The
guidelines support BEA’s sustainable supply chain efforts
by requiring prospective suppliers to comply with the
Supplier Code of Conduct as a condition of business. Other
members of the Group have adopted or reference these
guidelines in their supplier selection. In November, training
was provided to ensure that staff members have a solid
grasp of responsible procurement principles and the types
of ESG risk that may exist in the Group's supply chain.

BEA's commitment to working with suppliers that showcase
best practice and operate according to responsible and
ethical practices is reflected in the Bank’s Slavery and
Human Trafficking Statement, which can be found under
the CSR section of the Bank's corporate website.

BEA’'s community investment programme is built on
three pillars, namely education, social welfare, and
environmental protection. As part of its centenary
celebrations, BEA joined hands with local non-
governmental organisations to host a community
luncheon for approximately 1,200 elderly people from
across Hong Kong. Around 200 representatives of the
Bank, including members of senior management and staff
volunteers, attended the luncheon to greet and entertain
the elderly guests.

BEA hosted a
community luncheon
for the elderly as
part of its centenary
celebrations.
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In 2019, BEA organised or joined a number of financial
education programmes to support higher financial literacy
in Hong Kong. These included workshops for primary and
secondary school students, the underprivileged, and the
elderly, which were organised together with Christian
Action, Hong Kong Christian Service, The Hong Kong
Chinese Christian Churches Union Kwong Yum Care Home,
and The Salvation Army Hong Kong and Macau Command.
In recognition of its contributions to the enhancement
of financial education in Hong Kong, BEA was named a
Financial Education Champion 2020 by the Investor and
Financial Education Council.

BEA actively engages with the community through
programmes managed by The Bank of East Asia
Charitable Foundation (“BEA Foundation”). In July,
the first “Maker Day” of the BEA Youth Makerspace
Programme was successfully held at the Aberdeen
Promenade. Organised by The Warehouse Teenage Club,
Maker Day provided youths in the programme with the
opportunity to display their work in public. In 2019, 12
secondary schools joined the BEA Foundation’s newest
flagship programme, the Teen Café Youth Mental Health
Promotion Project, which is designed to identify and treat
young people exhibiting mild forms of mental illness.

During the past year, BEA took additional action to
reduce the impact of its operations on the environment.
To reduce energy consumption, energy-efficient LED

light tubes were installed in all BEA Tower offices. At
the Bank’s Head Office Building, the air-conditioning
system was upgraded with the adoption of an anti-scale
water treatment system for the water-cooled chiller.
BEA's efforts to reduce its reliance on energy at its offices
in Central and Kwun Tong in 2019 resulted in a 1.4%
decrease in electricity consumption, year-on-year, which
exceeded its target of 1.1%.

To reduce waste, BEA stepped up recycling at its Head
Office Building. In September, a set of recycling bins was
installed on each floor, making the bins more accessible
to staff. Following the introduction of the bins, 9.2% and
7.8% increases in the recycling of plastics and metals,
respectively, were observed, compared to the amounts
recorded at the end of December 2018.

Staff members are also contributing to environmental
protection in their spare time. In June, members of the
BEA Volunteer Team planted saplings on the slopes of Tai
Mo Shan to help prevent soil erosion and, in November,
volunteers visited the Mai Po Nature Reserve to remove
invasive Mikania vines from the wetland habitat.

In March, BEA became a signatory to the Green Investment
Principles (“GIP") for the Belt and Road Initiative. By
establishing and adhering to GIP's green finance guidelines,
signatories aim to incorporate low-carbon and sustainable
development into projects in Belt and Road countries,
which represent approximately 40% of the earth’s total
land area and 55% of total CO, emissions.
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In March, 47 teams competed for the BEA
Centenary Charity Cup in The Community Chest
BEA Charity Golf Day 2019. More than HK$2.3
million was raised to support mental health
services provided by member agencies of The
Community Chest of Hong Kong.
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Staff members of London Branch held

a financial talk for students and elderly
members of the city’s Chinese community.
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In 2019, 16 teachers were recruited for the Long-term Volunteer Teaching
Programme organised by the Shanghai Soong Ching Ling Foundation —
BEA Charity Fund. The teachers each committed to a one-year teaching
programme in rural schools.
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Blue Cross sponsored the Happy TEEN Full of FUN
programme, organised by the Hong Kong PHAB
Association to help teenagers with and without
disabilities understand their abilities, manage their
emotions, and cultivate positive thinking through
performing arts.
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CORPORATE SOCIAL RESPONSIBILITY (CONTINUED)

MAJOR RECOGNITION

During the year under review, the Group received the following awards in recognition of its achievements. These included:

BEA BEA China

“President’s Award” (for the 20th consecutive year),
“Diamond Award” in the Corporate & Employee
Contribution Programme 2018/2019 (for the 25th
consecutive year), “5th Top Fund-raiser Award” and
the “Highest Donation Increment Award (Companies
and Organisations Category) in the Dress Casual Day
2018 Programme, and the “Top Fund-raiser Award
— 6th Runner-up” in The Community Chest 50th
Anniversary Walk for Millions from The Community
Chest of Hong Kong

Named “Caring Company” by The Hong Kong
Council of Social Service (16th consecutive year for
BEA, 11th consecutive year for Blue Cross, and 2nd
year for BEA Life Limited

Named “Financial Education Champion 2020" by the
Investor and Financial Education Council

“Award of 10,000 Hours for Volunteer Service”
by the Steering Committee of the Social Welfare
Department

. The 8th Hong Kong Volunteer Award — Corporate
Award by the Agency for Volunteer Service

@ B EA % EE ﬁE‘Ti bad I c Eﬁ#:::chailenge

TODAY’S SUCCESS TOMORROW'S LEGACY

“2018 Best Practice of Social Responsibility Award”
and “2019 Award for Best Contribution to Poverty
Alleviation” by the China Banking Association

“Best Corporate Social Responsibility Performance —
Bank” in the 2019 China Financial Value Ranking by
YI CAl

The Bank teamed up with Hong
Kong Science Park to organise the
BEA 100 FinTech Challenge to
inspire young people to translate
their ideas into innovative products
and services, and to join the
financial technology and banking
industries upon graduation.
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In December, BEA won the 8th Hong Kong
Volunteer Award — Corporate Award.
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The Directors have pleasure in presenting their Annual
Report together with the audited financial statements for
the year ended 31st December, 2019 (“Annual Report”).

The Bank of East Asia, Limited is a licensed bank
incorporated and domiciled in Hong Kong and has its
registered office and principal place of business at 10 Des
Voeux Road Central, Hong Kong.

The Bank and its subsidiaries are engaged in the provision
of banking and related financial services.

A fair review of the business and a discussion and analysis
of the performance for the year ended 31st December,
2019 and an indication of likely future development in
the business of the Group are provided in the Executive
Chairman’s Statement and the Report of the Senior
Management of the Annual Report. Description of the
principal risks and uncertainties facing the Group can be
found throughout the Annual Report, in particular the
Risk Management section. Particulars of important events
affecting the Bank that have occurred (if any) can be
found in the Annual Report and the Notes to the Financial
Statements. An analysis using financial key performance
indicators is provided in the Financial Highlights and the
Report of the Senior Management. Compliance with
relevant laws and regulations which have significant impact
on the Group can be found throughout the Annual Report,
in particular, the Corporate Governance Report.

In addition, discussions on the Group’s environmental
policies and relationships with the key stakeholders that
have a significant impact on the Group are discussed in
the Corporate Social Responsibility section of the Annual
Report as well as in the Group’s 2019 Environmental,
Social and Governance Report which will be available on
the Bank’s website at www.hkbea.com (About BEA —
Corporate Social Responsibility) in the first half of 2020.

The Directors believe that the five largest customers of
the Group accounted for less than 30% of the total of
interest income and other operating income of the Group
for the year.

The profit attributable to equity holders of the Group for
the year ended 31st December, 2019 and the state of the
Bank’s and the Group’s affairs as at that date are set out
in the accounts from pages 164 to 358.

Details of the movements in fixed assets are set out in
Note 34 on the accounts.

Profit attributable to equity holders of the Group, before
dividends, of HK$3,260 million (2018: HK$6,509 million)
has been transferred to reserves. Other movements in
reserves are set out in Note 43 on the accounts.

An interim dividend of HK$0.11 per Share (2018:
HK$0.51 per Share) was paid on 4th October, 2019. The
Directors have declared the payment of a second interim
dividend of HK$0.35 per Share (2018: a second interim
dividend of HK$0.32 per Share and a 100th anniversary
special dividend of HK$0.35 per Share, totaling HK$0.67
per Share) in respect of the financial year ended 31st
December, 2019.

A summary of the results, assets and liabilities of the
Group for the last 5 years is set out in the Annual Report.

During the year, the Bank issued 51,215,955 Shares at
HK$24.7665 each and 9,740,885 Shares at HK$19.0019
each to Shareholders who had elected to receive new
Shares in lieu of cash dividend in respect of the 2018
second interim dividend together with the 100th
anniversary special dividend and the 2019 interim
dividend respectively.

Details about the issue of Shares are also set out in Note
41 on the accounts.

On 5th November, 2019, the Bank completed the early
redemption of a face value of US$318.345 million of
Hybrid Tier 1 Capital Securities (comprising 8.5% step-
up subordinated notes due 2059 issued by the Bank (the
“2059 Notes"”) stapled with perpetual non-cumulative
step-up preference shares issued by Innovate Holdings
Limited, a wholly-owned subsidiary of the Bank, (the
“Innovate Preference Shares”)). The 2059 Notes and the
Innovate Preference Shares were issued in 2009 and listed
as stapled units on the Singapore Exchange.

On 20th November, 2019, the Bank completed the early
redemption of a face value of US$500 million of 4.25%
Tier 2 Capital Dated Subordinated Notes due 2024 (the
“2024 Subordinated Notes”). The 2024 Subordinated
Notes were issued in 2014 under the Bank’s Medium
Term Note Programme and listed on the Stock Exchange.

Save for the redemption of the Hybrid Tier 1 Capital
Securities and the 2024 Subordinated Notes as disclosed
herein, there was no purchase, sale or redemption by the
Bank or any of its subsidiaries, of listed securities of the
Bank during the year ended 31st December, 2019.
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During the year ended 31st December, 2019, the following capital securities and notes were issued by the Bank under its
US$6,000,000,000 Medium Term Note Programme to raise funds for general corporate purposes:

Class

Consideration received
(HK$ equivalent)

Amount Issued
(HK$ equivalent)

Additional Tier 1 Undated Capital Securities

(HK$5,083,000,000)

US$650,000,000
(HK$5,083,000,000)

US$650,000,000

Senior Notes

US$30,000,000
(HK$234,716,000)

US$29,982,000
(HK$233,482,000)

Total (HK$ equivalent)

HK$5,317,716,000 HK$5,316,482,000

The present Directors of the Bank are shown on page 66.

In accordance with the Articles of Association, the
terms of office of Professor Arthur LI Kwok-cheung,
Mr. Meocre LI Kwok-wing, Dr. the Hon. Henry TANG
Ying-yen and Dr. Delman LEE, will expire at the 2020
AGM. They, being eligible, offer themselves for re-
election at the 2020 AGM.

The following changes in the Board occurred during the
year 2019 up to 19th February, 2020 (being the date of
this Report):

e The Hon. CHAN Kin-por resigned as an INED with
effect from 1st June, 2019.

e Dr. the Hon. Sir David LI Kwok-po was re-designated
as Executive Chairman with effect from 1st July, 2019.

e Dr. Peter LEE Ka-kit resigned as an NED with effect
from 23rd August, 2019.

e  Mr. William Junior Guilherme DOO (an INED) was
appointed a Director of the Bank on 1st November,
2019. He will retire under the provisions of the Articles
of Association and, being eligible, offers himself for
re-election at the 2020 AGM.

On 1st July, 2019, Dr. the Hon. Sir David LI Kwok-po stepped
down as Chief Executive of the Bank, and Mr. Adrian
David LI Man-kiu and Mr. Brian David LI Man-bun
assumed the roles of Co-Chief Executives of the Bank.

Details of the Directors to be re-elected at the 2020 AGM
are set out in the Circular sent to the shareholders.

No Director proposed for re-election at the 2020 AGM has
a service contract that is not determinable by the Bank or
any of its subsidiaries within one year without payment of
compensation, other than normal statutory obligations.

" For the period from 1st January, 2019 to 31st May, 2019.

2 For the period from 1st November, 2019 to 31st December, 2019.

The Bank has received an annual confirmation of
independence for the year ended 31st December, 2019
pursuant to Rule 3.13 of the Listing Rules and the
Guidance on Empowerment of INEDs from each of the
INEDs, namely: Dr. Allan WONG Chi-yun, Dr. the Hon.
Rita FAN HSU Lai-tai, Mr. Meocre LI Kwok-wing, Dr. the
Hon. Henry TANG Ying-yen, The Hon. CHAN Kin-por?,
Dr. Delman LEE and Mr. William Junior Guilherme DOO?
and considers them to be independent throughout the
applicable period.

The names of all directors who have served on the
boards of the subsidiaries of the Bank (included in the
annual consolidated financial statements for the year
ended 31st December, 2019) during the year up to 19th
February, 2020 (being the date of approval of the Bank’s
2019 Annual Report) are available on the Bank’s website
at www.hkbea.com under “About BEA — Corporate
Governance” section on the home page.

The emoluments of the Directors of the Bank on a named
basis are disclosed in Note 22 to the Financial Statements
for the year ended 31st December, 2019.

The fees to the Directors who resigned and who was
appointed during 2019 were paid in accordance with
their length of service.

There was no transaction, arrangement or contracts of
significance in relation to the Group’s business to which
the Bank or any of its subsidiaries was a party and in
which a Director of the Bank and/or any of his connected
entities (as defined under section 486 of the Ordinance)
had, directly or indirectly, a material interest subsisted at
the end of the year or at any time during the year.
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None of the Directors of the Bank is interested in any
business that competes or is likely to compete, either
directly or indirectly, with the Bank’s business.

Save for employment contracts, no other contracts,
relating to the management and/or administration of the
whole or any substantial part of the business of the Bank
were entered into or subsisted during the year.

Dr. the Hon. Sir David LI Kwok-po is employed as the
Executive Chairman of the Bank. His existing three-year
term service contract commenced on 1st July, 2019 and
will expire on 30th June, 2022.

I. Long positions in ordinary shares of the Bank:

Pursuant to the Articles of Association, every Director,
Secretary and officer of the Bank shall be indemnified
out of the funds of the Bank against all liabilities (to the
extent permitted by the Ordinance) incurred by such
Director, Secretary or officer in the execution of his duties
or otherwise in relation thereto. Directors & Officers Liability
and Company Reimbursement Insurance has been arranged
to indemnify the Directors and officers of the Group.

As at 31st December, 2019, the interests and short
positions of the Directors and Co-Chief Executives of the
Bank in the shares, underlying shares and debentures of
the Bank and its associated corporations as recorded in
the register required to be kept under section 352 of the
SFO (the “Register”) were as follows:

% of issued

Name Capacity and nature No. of shares Total  voting Shares
David LI Kwok-po Beneficial owner 86,208,360

Interest of spouse 2,215,755

Interest of corporation 458,594

Executor of estate 11,219,382 100,102,091" 3.44
Arthur LI Kwok-cheung Beneficial owner 13,085,663

Interest of corporation 17,437,293

Executor of estate 11,219,382 41,742,3382 1.44
Allan WONG Chi-yun Beneficial owner 464,393

Interest of spouse 136

Founder and beneficiary of

discretionary trust 17,415,234 17,879,7633 0.62

Aubrey LI Kwok-sing Beneficial owner 1,226,599

Interest of spouse 24,437

Interest of corporation 17,231,534 18,482,570% 0.64
Winston LO Yau-lai - - Nil Nil
Stephen Charles LI Kwok-sze Beneficial owner 11,752,581

Administrator of estates 1,822,523 13,575,104° 0.47
Isidro FAINE CASAS - - Nil Nil
Adrian David LI Man-kiu Beneficial owner 1,085,277

Interest of child 7,758

Settlor/Founder of

discretionary trust 2,084,326 3,177,361° 0.1

Brian David LI Man-bun Beneficial owner 2,479,902

Interest of corporation 820,282 3,300,1847 0.11
Daryl NG Win-kong - - Nil Nil
Masayuki OKU - - Nil Nil
Rita FAN HSU Lai-tai - - Nil Nil
Meocre LI Kwok-wing - - Nil Nil
Henry TANG Ying-yen - - Nil Nil
Delman LEE - - Nil Nil
William Junior Guilherme DOO - - Nil Nil
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=R EmEA A 464,393
BB AME RS 136
BB SR A R A 17,415,234 17,879,7633 0.62
TEHE BERBEAA 1,226,599
BB r) s 24,437
EEIRRE R 17,231,534 18,482,570* 0.64
ERE - - i3 i3
TR EmBEAEA 11,752,581
BEETEA 1,822,523 13,575,1045 0.47
BEE - - i3 i3
ERIE BEnBEAA 1,085,277
FIZHRERS 7,758
BIEEENMER T A/KIZA 2,084,326 3,177,3616 0.11
R BEnEA A 2,479,902
EEIM R 820,282 3,300,1847 0.11
EIKH - - &= i3
BIFZ - - &= i3
BIRESR - - &= i3
TEHL - - &= i3
EHE - - i3 i3
R - - &= i3
R 5 - - i3 i3




134

The Bank of East Asia, Limited | Annual Report 2019

Notes:

1

David LI Kwok-po was the beneficial owner of 86,208,360 shares and he was deemed to be interested in 2,215,755 shares through
the interests of his spouse, Penny POON Kam-chui. He was also deemed to be interested in 458,594 shares held by David Li Kwok-po
Charitable Foundation Limited, a charitable institution of which David LI Kwok-po is a director and the sole member. He was also deemed
to be interested in 11,219,382 shares held by an estate of which he is one of the executors. Arthur LI Kwok-cheung was also deemed to
be interested in the same block of 11,219,382 shares as one of the executors of the estate (please refer to Note 2 below).

Arthur LI Kwok-cheung was the beneficial owner of 13,085,663 shares and he was deemed to be interested in 17,437,293 shares held
by Dapa Company Limited, which is wholly-owned by him. He was also deemed to be interested in 11,219,382 shares held by an estate
of which he is one of the executors. David LI Kwok-po was also deemed to be interested in the same block of 11,219,382 shares as one
of the executors of the estate (please refer to Note 1 above).

Allan WONG Chi-yun was the beneficial owner of 464,393 shares and he was deemed to be interested in 136 shares through the
interests of his spouse, Margaret KWOK Chi-wai (deceased). He was also deemed to be interested in 17,415,234 shares held by a
discretionary trust, Allan Wong 2011 Trust, of which Allan WONG Chi-yun is a founder and an eligible beneficiary.

Aubrey LI Kwok-sing was the beneficial owner of 1,226,599 shares and he was deemed to be interested in 24,437 shares through the
interests of his spouse, Elizabeth WOO. He was also deemed to be interested in 17,231,534 shares held by Hope Lake Ltd., which is
wholly-owned by him.

Stephen Charles LI Kwok-sze was the beneficial owner of 11,752,581 shares. He was also deemed to be interested in 1,822,523 shares
held by two estates of which he is one of the administrators.

Adrian David LI Man-kiu was the beneficial owner of 1,085,277 shares, and he was deemed to be interested in 7,758 shares through the
interests of his child under the age of 18. Adrian David LI Man-kiu has made a voluntary disclosure of 2,084,326 shares indirectly held by
a discretionary trust of which he was the settlor/founder but has no influence on how the trustee exercises its discretion.

Brian David LI Man-bun was the beneficial owner of 2,479,902 shares. He was also deemed to be interested in 820,282 shares held by
Triple Kingdom Limited, which is wholly-owned by him.

Il. Long positions (in respect of equity derivatives) in underlying shares of the Bank:

Shares options, being unlisted physically settled equity derivatives, to subscribe for the ordinary shares of the Bank
were granted to David LI Kwok-po, Adrian David LI Man-kiu and Brian David LI Man-bun pursuant to the approved
Staff Share Option Schemes. Information in relation to these share options during the year ended 31st December,
2019 was shown in the section under “Information on Share Options” of this Report.

Save as disclosed above, no other interest or short position in the shares, underlying shares or debentures of the Bank or
any of its associated corporations were recorded in the Register.

At no time during the year was the Bank or any of its subsidiaries a party to any arrangement to enable the Directors
or Co-Chief Executives of the Bank or their spouses or children under 18 years of age to acquire benefits by means of
the acquisition of shares in or debentures of the Bank or any other body corporate with the exception of the Staff Share
Option Schemes, details of which are set out in the following section under “Information on Share Options”, and Notes
2(y)(iv) and 40 on the accounts.
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Information in relation to share options disclosed in accordance with the Listing Rules was as follows:

(1) Movement of share options during the year ended 31st December, 2019:

Number of Share Options

Date of Outstanding Outstanding
Name Grant at 01/1/2019 Granted Exercised Lapsed at 31/12/2019
David LI Kwok-po 05/5/20112 668,000™ - - 668,000 0

03/5/20132 668,000 - - - 668,000
02/5/20142 666,000™ - - - 666,000
02/5/20142 666,000 - - - 666,000
02/5/20142 668,000™ - - - 668,000
04/5/20152 666,000™ - - - 666,000
04/5/20152 666,000 - - - 666,000
04/5/20152 668,000™ - - - 668,000
08/4/2016° 666,000™ - - - 666,000
08/4/20162 668,000 - - - 668,000
07/4/20172 666,000 - - - 666,000
07/4/20172 666,000 - - - 666,000
07/4/20172 668,000™ - - - 668,000
10/4/20182 666,000 - - - 666,000
10/4/20182 666,000 - - - 666,000
10/4/20182 668,000™ - - - 668,000
19/7/2019° - 666,000™ - - 666,000
19/7/2019° - 666,000 - - 666,000
19/7/2019° - 668,000™ - - 668,000
Adrian David LI Man-kiu  05/5/20112 218,000™ - - 218,000 0
10/5/20122 216,000m - - 216,000 0
10/5/20122 218,000™ - - - 218,000
03/5/20132 216,000™ - - 216,000 0
03/5/20132 216,000 - - - 216,000
03/5/20132 218,000™ - - - 218,000
02/5/20142 216,000™ - - - 216,000
02/5/20142 216,000™ - - - 216,000
02/5/20142 218,000™ - - - 218,000
04/5/20152 216,000™ - - - 216,000
04/5/20152 216,000 - - - 216,000
04/5/20152 218,000 - - - 218,000
08/4/20162 216,000™ - - - 216,000
08/4/2016° 216,000 - - - 216,000
08/4/20162 218,000 - - - 218,000
07/4/20172 216,000™ - - - 216,000
07/4/20172 216,000 - - - 216,000
07/4/20172 218,000 - - - 218,000
10/4/20182 216,000™ - - - 216,000
10/4/20182 216,000™ - - - 216,000
10/4/20182 218,000 - - - 218,000
19/7/2019° - 216,000™ - - 216,000
19/7/2019° - 216,000™ - - 216,000
19/7/2019° - 218,000™ - - 218,000
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RREEHE

#01/1/2019 7 31/12/2019

i ®F HH i RATHE e gur 1T KM i RATHE
FEE 05/5/20112 668,000 - - 668,000 0
03/5/2013° 668,000 - ; - 668,000
02/5/2014° 666,000™ - ; - 666,000
02/5/2014° 666,000 - ; - 666,000
02/5/2014° 668,000 - ; - 668,000
04/5/2015° 666,000™ - - - 666,000
04/5/2015° 666,000 - ; - 666,000
04/5/2015 668,000 - ; - 668,000
08/4/2016° 666,000 - ; - 666,000
08/4/2016° 668,000 - ; - 668,000
07/4/2017 666,000™ - - - 666,000
07/4/2017 666,000 - - - 666,000
07/4/2017° 668,000 - ; - 668,000
10/4/2018 666,000™ - ; - 666,000
10/4/2018 666,000 - ; - 666,000
10/4/2018 668,000 - - - 668,000
19/7/20190 - 666,000" - - 666,000
19/7/2019° - 666,000 - - 666,000
19/7/2019° . 668,000 ; - 668,000
TRIE 05/5/20112 218,000 - ; 218,000 0
10/5/2012° 216,000 - ; 216,000 0
10/5/2012° 218,000 - ; - 218,000
03/5/2013¢ 216,000™ - - 216,000 0
03/5/2013¢ 216,000 - - - 216,000
03/5/2013° 218,000 - ; - 218,000
02/5/2014° 216,000™ - ; - 216,000
02/5/2014° 216,000 - ; - 216,000
02/5/2014° 218,000 - ; - 218,000
04/5/2015° 216,000™ - - - 216,000
04/5/2015° 216,000 - ; - 216,000
04/5/2015 218,000 - ; - 218,000
08/4/2016° 216,000™ - ; - 216,000
08/4/2016° 216,000 - ; - 216,000
08/4/2016° 218,000 - - - 218,000
07/4/2017 216,000™ - - - 216,000
07/4/2017° 216,000 - ; - 216,000
07/4/2017° 218,000 - ; - 218,000
10/4/2018 216,000™ - ; - 216,000
10/4/2018° 216,0007 - - - 216,000
10/4/2018° 218,0007 - - - 218,000
19/7/2019° - 216,000™ - - 216,000
19/7/2019° . 216,000™ ; - 216,000
19/7/2019° . 218,000 ; - 218,000
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Number of Share Options

Date of Outstanding Outstanding
Name Grant at 01/1/2019 Granted Exercised Lapsed at 31/12/2019
Brian David LI Man-bun  05/5/20112 218,000™ - - 218,000 0

10/5/20122 216,000m - - 216,000 0
10/5/20122 218,0007 - - - 218,000
03/5/20132 216,000™ - - 216,000 0
03/5/20132 216,000™ - - - 216,000
03/5/20132 218,000™ - - - 218,000
02/5/20142 216,000™ - - - 216,000
02/5/20142 216,000m - - - 216,000
02/5/20142 218,000™ - - - 218,000
04/5/20152 216,000™ - - - 216,000
04/5/20152 216,000™ - - - 216,000
04/5/20152 218,000™ - - - 218,000
08/4/20162 216,000™ - - - 216,000
08/4/2016? 216,000™ - - - 216,000
08/4/20162 218,000 - - - 218,000
07/4/20172 216,000™ - - - 216,000
07/4/20177 216,000™ - - - 216,000
07/4/20172 218,000 - - - 218,000
10/4/20182 216,000™ - - - 216,000
10/4/20182 216,000™ - - - 216,000
10/4/20182 218,000 - - - 218,000
Aggregate of other 05/5/20112 686,000™ - - 686,000 0
Employees* 10/5/20122 582,000™ - - 582,000 0
10/5/20122 636,000™ - - - 636,000
03/5/20132 632,000™ - - 632,000 0
03/5/20132 632,000 - - - 632,000
03/5/20132 686,000 - - - 686,000
02/5/20142 702,000™ - - - 702,000
02/5/20142 832,000™ - - - 832,000
02/5/20142 836,000 - - - 836,000
04/5/20152 832,000™ - - - 832,000
04/5/20152 832,000™ - - - 832,000
04/5/20152 836,000 - - - 836,000
08/4/2016? 582,000 - - - 582,000
08/4/20162 848,000™ - - - 848,000
08/4/20162 892,500™ - - - 892,500
07/4/2017? 932,000 - - - 932,000
07/4/20172 932,000™ - - - 932,000
07/4/20172 936,000 - - - 936,000
10/4/20182 1,027,000™ - - - 1,027,000
10/4/20182 1,027,000™ - - - 1,027,000
10/4/20182 1,033,500™ - - - 1,033,500
19/7/2019° - 1,015,000 - - 1,015,000
19/7/2019° - 1,015,000 - - 1,015,000
19/7/2019° - 1,020,000™ - - 1,020,000
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RIREEHE

#01/1/2019 #31/12/2019

A EFBH i RITRE & 17 K% i RITHE
FER® 05/5/2011° 218,0007 - - 218,000 0
10/5/2012° 216,0007 - - 216,000 0
10/5/2012° 218,0007 - - - 218,000
03/5/2013 216,000 - - 216,000 0
03/5/2013 216,0007 - - - 216,000
03/5/2013 218,0007 - - - 218,000
02/5/2014¢ 216,000 - - - 216,000
02/5/2014¢ 216,0007 - - - 216,000
02/5/20142 218,0007 - - - 218,000
04/5/2015 216,000 - ; - 216,000
04/5/2015¢ 216,0007 - - - 216,000
04/5/2015¢ 218,0007 - - - 218,000
08/4/2016° 216,000 - - - 216,000
08/4/2016° 216,0007 - - - 216,000
08/4/2016° 218,0007 - - - 218,000
07/4/2017 216,000 - - - 216,000
07/4/2017 216,0007 - - - 216,000
07/4/2017 218,0007 - - - 218,000
10/4/2018° 216,000 - - - 216,000
10/4/2018° 216,0007 - - - 216,000
10/4/2018° 218,0007 - - - 218,000
H A& B y4a 8 05/5/2011° 686,000 - - 686,000 0
10/5/2012° 582,000 - - 582,000 0
10/5/2012° 636,000 - - - 636,000
03/5/2013 632,000 - - 632,000 0
03/5/2013 632,0007 - - - 632,000
03/5/2013 686,0007 - - - 686,000
02/5/2014 702,000 - - - 702,000
02/5/2014¢ 32,0007 - - - 832,000
02/5/2014¢ 836,000 - - - 836,000
04/5/2015 832,000 - - - 832,000
04/5/2015 32,0007 - - - 832,000
04/5/2015 836,0007 - ; - 836,000
08/4/2016° 582,000™ - - - 582,000
08/4/2016° 848,0007 - - - 848,000
08/4/2016° 892,500 - - - 892,500
07/4/2017 932,000™ - - - 932,000
07/4/2017 932,0007 - - - 932,000
07/4/2017 936,000 - - - 936,000
10/4/2018* 1,027,000 - - - 1,027,000
10/4/2018*  1,027,000™ - - - 1,027,000
10/4/2018* 1,033,500 - - - 1,033,500
19/7/2019° - 1,015,000™ - - 1,015,000
19/7/2019° - 1,015,000™ - - 1,015,000
19/7/2019° - 1,020,0007 - - 1,020,000
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Number of Share Options

Date of Outstanding Outstanding

Name Grant at 01/1/2019 Granted Exercised Lapsed at 31/12/2019
Other Participants** 05/5/20112 100,000 - - 100,000 0
10/5/20122 100,000 - - 100,000 0

10/5/20122 100,0007 - - - 100,000

03/5/20132 50,000™ - - 50,000 0

03/5/20132 50,0007 - - - 50,000

03/5/20132 50,0007 - - - 50,000

02/5/20142 12,000™ - - - 12,000

02/5/20142 12,000™ - - - 12,000

02/5/20142 13,5007 - - - 13,500

04/5/20152 100,000™ - - - 100,000

04/5/20152 100,000 - - - 100,000

04/5/20152 65,746™ - - - 65,746

08/4/20162 50,000™ - - - 50,000

08/4/2016° 50,000 - - - 50,000

08/4/20162 100,000 - - - 100,000

07/4/20172 100,000™ - - - 100,000

07/4/20172 100,000 - - - 100,000

07/4/20172 100,0007 - - - 100,000

10/4/20182 100,000™ - - - 100,000

10/4/20182 100,000™ - - - 100,000

10/4/20182 100,000 - - - 100,000

19/7/2019° - 50,000™ - - 50,000

19/7/2019° - 50,000"™ - - 50,000

19/7/2019° - 50,000™ - - 50,000

*  Employees working under employment contracts that were regarded as “Continuous Contracts” for the purpose of the Hong Kong

Employment Ordinance.

**  Qther Participants refer to 4 former employees of the Bank. The share options were granted to them prior to their cessation as employees

of the Bank.

Notes:

a  Particulars of share options granted in years 2011 to 2018:

Exercise Price Per Share

Date of Grant Tranche Vesting Period Exercise Period HK$
05/5/2011 73 05/5/2011 — 04/5/2014 05/5/2014 - 05/5/2019 32.00
10/5/2012 2 10/5/2012 - 09/5/2014 10/5/2014 - 10/5/2019 28.99
10/5/2012 73 10/5/2012 - 09/5/2015 10/5/2015 - 10/5/2020 28.99
03/5/2013 T1 03/5/2013 - 02/5/2014 03/5/2014 - 03/5/2019 31.40
03/5/2013 2 03/5/2013 - 02/5/2015 03/5/2015 - 03/5/2020 31.40
03/5/2013 73 03/5/2013 - 02/5/2016 03/5/2016 — 03/5/2021 31.40
02/5/2014 T1 02/5/2014 - 01/5/2015 02/5/2015 - 02/5/2020 32.50
02/5/2014 2 02/5/2014 - 01/5/2016 02/5/2016 — 02/5/2021 32.50
02/5/2014 3 02/5/2014 - 01/5/2017 02/5/2017 — 02/5/2022 32.50
04/5/2015 T1 04/5/2015 - 03/5/2016 04/5/2016 — 04/5/2021 34.15
04/5/2015 2 04/5/2015 - 03/5/2017 04/5/2017 — 04/5/2022 34.15
04/5/2015 3 04/5/2015 - 03/5/2018 04/5/2018 — 04/5/2023 34.15
08/4/2016 T1 08/4/2016 — 07/4/2017 08/4/2017 — 08/4/2022 28.45
08/4/2016 2 08/4/2016 — 07/4/2018 08/4/2018 — 08/4/2023 28.45
08/4/2016 3 08/4/2016 — 07/4/2019 08/4/2019 — 08/4/2024 28.45
07/4/2017 T1 07/4/2017 — 06/4/2018 0714/2018 — 07/4/2023 32.25
07/4/2017 2 07/4/2017 — 06/4/2019 07/4/2019 — 07/4/2024 32.25
07/4/2017 73 07/4/2017 - 06/4/2020 07/4/2020 - 07/4/2025 32.25
10/4/2018 T1 10/4/2018 - 09/4/2019 10/4/2019 - 10/4/2024 32.25
10/4/2018 2 10/4/2018 — 09/4/2020 10/4/2020 - 10/4/2025 32.25
10/4/2018 73 10/4/2018 — 09/4/2021 10/4/2021 - 10/4/2026 32.25
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RIREEHE
#01/1/2019 #31/12/2019
A EFBH i RITRE R 17 K% i RITHE
HANZ LN ** 05/5/2011° 100,000 - - 100,000 0
10/5/2012° 100,0007 - - 100,000 0
10/5/2012° 100,0007 - - - 100,000
03/5/2013 50,0007 - - 50,000 0
03/5/2013 50,0007 - - - 50,000
03/5/2013 50,0007 - - - 50,000
02/5/2014¢ 12,000™ - - - 12,000
02/5/20142 12,0007 - - - 12,000
02/5/20142 13,5007 - - - 13,500
04/5/2015 100,000™ - ; - 100,000
04/5/2015¢ 100,0007 - - - 100,000
04/5/2015 65,7467 - - - 65,746
08/4/2016° 50,0007 - - - 50,000
08/4/2016° 50,0007 - - - 50,000
08/4/2016° 100,000 - - - 100,000
07/4/2017 100,000™ - - - 100,000
07/4/2017 100,000 - - - 100,000
07/4/2017 100,0007 - - - 100,000
10/4/2018° 100,000™ - - - 100,000
10/4/2018° 100,000™ - - - 100,000
10/4/2018° 100,000 - - - 100,000
19/7/2019° - 50,000 - - 50,000
19/7/2019° - 50,0007 - - 50,000
19/7/2019° - 50,0007 - - 50,000
* BB (EMIED)) FHEe) [BEAK | THEMES -
o HUREAEALATTAES - R BIITIESNERETZERRE -
Wizt -
a R2011FEZE 2018 FRFHIZRIEFIE -
SR
#FAL 55 B s BHE ()
05/5/2011 73 05/5/2011 — 04/5/2014 05/5/2014 — 05/5/2019 32.00
10/5/2012 2 10/5/2012 — 09/5/2014 10/5/2014 - 10/5/2019 28.99
10/5/2012 73 10/5/2012 — 09/5/2015 10/5/2015 - 10/5/2020 28.99
03/5/2013 T1 03/5/2013 - 02/5/2014 03/5/2014 — 03/5/2019 31.40
03/5/2013 2 03/5/2013 - 02/5/2015 03/5/2015 — 03/5/2020 31.40
03/5/2013 73 03/5/2013 - 02/5/2016 03/5/2016 — 03/5/2021 31.40
02/5/2014 T1 02/5/2014 - 01/5/2015 02/5/2015 - 02/5/2020 32.50
02/5/2014 2 02/5/2014 - 01/5/2016 02/5/2016 — 02/5/2021 32.50
02/5/2014 73 02/5/2014 - 01/5/2017 02/5/2017 — 02/5/2022 32.50
04/5/2015 T1 04/5/2015 - 03/5/2016 04/5/2016 — 04/5/2021 34.15
04/5/2015 2 04/5/2015 - 03/5/2017 04/5/2017 — 04/5/2022 34.15
04/5/2015 73 04/5/2015 — 03/5/2018 04/5/2018 — 04/5/2023 34.15
08/4/2016 T1 08/4/2016 — 07/4/2017 08/4/2017 — 08/4/2022 28.45
08/4/2016 2 08/4/2016 — 07/4/2018 08/4/2018 — 08/4/2023 28.45
08/4/2016 73 08/4/2016 — 07/4/2019 08/4/2019 — 08/4/2024 28.45
07/4/2017 T1 07/4/2017 — 06/4/2018 07/4/2018 — 07/4/2023 32.25
07/4/2017 2 07/4/2017 — 06/4/2019 07/4/2019 — 07/4/2024 32.25
07/4/2017 T3 07/4/2017 — 06/4/2020 07/4/2020 — 07/4/2025 32.25
10/4/2018 T1 10/4/2018 — 09/4/2019 10/4/2019 — 10/4/2024 32.25
10/4/2018 4 10/4/2018 — 09/4/2020 10/4/2020 — 10/4/2025 32.25
10/4/2018 T3 10/4/2018 — 09/4/2021 10/4/2021 — 10/4/2026 32.25
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b Share options granted in year 2019:

(i) Particulars:

Exercise Price Per Share

Date of Grant Tranche Vesting Period Exercise Period HK$
19/7/2019 T1 19/7/12019 — 18/7/2020 19/7/2020 — 19/7/2025 22.45
19/7/2019 2 19/7/2019 — 18/7/2021 19/7/2021 - 19/7/2026 22.45
19/7/2019 73 19/7/2019 - 18/7/2022 19/7/2022 - 19/7/12027 22.45

(i) The closing price of the shares of the Bank on 18th July, 2019 (being the business day immediately preceding 19th July, 2019 on
which the options were granted) was HK$22.45.

(iii) Fair value of share options granted during the year ended 31st December, 2019 and the assumptions are set out in Note 40 on
the accounts.

(2) No share options were exercised during the year ended 31st December, 2019.
(3) No share options were cancelled during the year ended 31st December, 2019.
(4) The accounting policy adopted for share options is set out in Note 2(y)(iv) on the accounts.

Save as disclosed above, as at 31st December, 2019, none of the Directors or Co-Chief Executives of the Bank or their
spouses or children under 18 years of age were granted or exercised any right to subscribe for any equity or debt
securities of the Bank or any of its associated corporations.

The following is a summary of the 2016 Scheme disclosed in accordance with the Listing Rules:

1. Purpose of the 2016 Scheme:

(@  The 2016 Scheme is a share incentive scheme and is established to recognise and acknowledge the contributions
that eligible persons had made or may make to the Group.

(b)  The 2016 Scheme will provide the eligible persons with an opportunity to have a personal stake in the Bank with the
view to motivating the eligible persons to optimise their performance and efficiency for the benefit of the Group.

2. Participants of the 2016 Scheme:

The Board may at its discretion grant options to any employees including Executive Directors and Co-Chief Executives
of the Group.

3. Total number of shares available for issue under the 2016 Scheme and % of issued shares at 31st December, 2019:

The maximum number of Shares that may be issued upon the exercise of the options that may be granted under the
2016 Scheme is 134,157,681 Shares, being 5% of the total number of issued Shares as at the date of approval of the
2016 Scheme, and 4.62% as at 31st December, 2019.

The total number of Shares available for issue upon the exercise of the options that have been granted (less those
exercised and cancelled options, if any) under the 2016 Scheme is 18,937,500 Shares representing 0.65% of the
issued Shares of the Bank at 31st December, 2019.

4. Maximum entitlement of each participant under the 2016 Scheme:

No options may be granted to any eligible persons, which if exercised in full would result in the total number of Shares
issued and to be issued upon exercise of the share options already granted or to be granted to such eligible person
under the 2016 Scheme or any other schemes (which are subject to regulation under Chapter 17 of the Listing Rules)
of the Bank (including exercised, cancelled and outstanding share options) in the 12-month period up to and including
the date of such new grant exceeding 1% of the issued Shares as at the date of such new grant. Any grant of further
options above this limit shall be subject to certain requirements as stipulated in the rules of the 2016 Scheme.

5. The period within which the shares must be taken up under an option:

Beginning on the vesting date of such options, the date on which such option is vested and becomes exercisable,
and ending on the fifth anniversary of the vesting date thereof, except as provided otherwise in the rules of the
2016 Scheme.
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6. The minimum period for which an option must be held before it can be exercised:

From the Date of Grant of such options up to the day immediately before the vesting date thereof.

7. The 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 purposes must be paid:

Not applicable.

8. The basis of determining the exercise price:

The exercise price is determined by the Directors and being not less than the highest of:

(@)  the closing price of the Bank’s ordinary shares in the Stock Exchange's daily quotations sheet on the date of

grant of the relevant options; and

(b) an amount equivalent to the average closing price of the Bank’s ordinary shares as stated in the Stock
Exchange’s daily quotation sheets for the 5 business days immediately preceding the date of grant of the

relevant options.

9. Vesting of Options:

Save as provided otherwise in the rules of the 2016 Scheme, an option granted under the 2016 Scheme shall be

vested and become exercisable as follows:

(@  not more than one third of the option shall be vested and become exercisable on the first anniversary of the

Date of Grant;

(b)  not more than one third of the option shall be vested and become exercisable on the second anniversary of the

Date of Grant; and

(c)  the remaining balance of the option shall be vested and become exercisable on the third anniversary of the Date of Grant.

10.The remaining life of the 2016 Scheme:
The Scheme Period will end on 18th April, 2021.

As at 31st December, 2019, the interests or short positions of substantial shareholders and other persons in the shares
and underlying shares of the Bank as recorded in the register required to be kept under section 336 of the SFO (the

“Register”) were as follows:

Long positions in ordinary shares of the Bank:

Name

Capacity and nature

No. of shares

% of issued
voting Shares

Sumitomo Mitsui Banking Corporation

Sumitomo Mitsui Financial Group, Inc.

Criteria Caixa, S.A., Sociedad Unipersonal

Fundacién Bancaria Caixa d'Estalvis i Pensions
de Barcelona, “la Caixa”

Guoco Management Company Limited

Guoco Group Limited

GuolLine Overseas Limited

Guoline Capital Assets Limited

Hong Leong Company (Malaysia) Berhad

HL Holdings Sdn Bhd

QUEK Leng Chan

Hong Leong Investment Holdings Pte. Ltd.

Davos Investment Holdings Private Limited

KWEK Leng Kee

Elliott Capital Advisors, L.P.

Beneficial owner
Interest of corporation
Beneficial owner
Interest of corporation

Beneficial owner

Interest of corporation
Interest of corporation
Interest of corporation
Interest of corporation
Interest of corporation
Interest of corporation
Interest of corporation
Interest of corporation
Interest of corporation
Interest of corporation

510,003,673'
510,003,673'
464,287,3192
464,287,3192

369,755,978
369,755,978°
369,755,9783
369,755,978°
369,755,978%
369,755,9783
369,755,978°
369,755,9784
369,755,978*
369,755,978*
218,080,742°

19.01
19.01
17.30
17.30

14.15°
14.15
14.15°
14.15°
14.15
14.15
14.15
14.15
14.15
14.15
8.00




6. RRETEZALAFANREHR

BRREREZ B EEERER ZA—H -

REWRITEMRADT | 2019F 3, | 145

7. PEREZAREANESEURNRIBANROYRIAEERFRREROLR

NEH
8. THEENEERE:
TEEREESETE - BETPR TN

(a) MELAERIIEER - ATEBEBARMDH

(b) MERBEERROAMABIEE B ZA
9. RRENFE

¥X2 P B SRR A TE

SEZRA » ATER

BB OB X P H R R A g W (B -

B 2016 5T 3IMAR RIS AREIN - 22016 51 IR H ORI RS 15 57 8 M B BRI TR T

(@ MTER=D2Z - HRRESNRETBE 1 EF

558 MR A RITTIE

(b) FAZR=D2Z—HRBEEBRETEHNE 2 BFREBIKAATE : &

(© ERTERBRERNE T ANE 3 FFERE LK RAITE

10. 2016 5T &I 1& &R HY A XU -
IR 202154 A 18 HRLE -

R2019F 12 A31 R » RIBCGEFLRAGED) £ 336 A THEFNELMH ([ZE
i A LA AITE IS MARBER D B T

RITE BB ESTR -

Ot ) Aracek - EERRRE

HERTEREERD

"A SokHtE R A HED=E
=HERIRIT EnlEA 510,003,673 19.01
“HEREHEH EE R 510,003,673 19.01
Criteria Caixa, S.A., Sociedad Unipersonal EnEAA 464,287,3192 17.30
Fundacién Bancaria Caixa d’Estalvis i Pensions EERER 464,287,3192 17.30

de Barcelona, ”Ia Caixa”

BEERBRA EnlEA 369,755,978 14.155
m%lﬁﬁﬁ LB RS 369,755,978 14.15
GuoLine Overseas Limited EE R R 369,755,9783 14.155
Guoline Capital Assets Limited EEIR RS 369,755,9783 14.155
Hong Leong Company (Malaysia) Berhad EERER 369,755,97834 14.15
HL Holdings Sdn Bhd RER R 369,755,978 14.15
R EE R 369,755,9783 14.15
Hong Leong Investment Holdings Pte. Ltd. EEHE 369,755,978* 14.15
Davos Investment Holdings Private Limited JEE RS 369,755,9784 14.15
KWEK Leng Kee EERER 369,755,9784 14.15
Elliott Capital Advisors, L.P. EE R 218,080,742°¢ 8.00
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Notes:

1

Sumitomo Mitsui Financial Group, Inc. owned a 100% interest in Sumitomo Mitsui Banking Corporation. Sumitomo Mitsui Financial
Group, Inc. was deemed to be interested in the 510,003,673 shares of the Bank held by Sumitomo Mitsui Banking Corporation.

The Bank had been notified that the shareholdings of the above 2 corporations had been increased such that, as at 31st December,
2019, they stood at 568,960,312 shares (equivalent to approximately 19.58% of the issued shares of the Bank as at 31st December,
2019). Such increases in shareholdings were not required to be disclosed under Part XV of the SFO.

As at 31st December, 2019, Fundacion Bancaria Caixa d'Estalvis i Pensions de Barcelona, "la Caixa" (“la Caixa”) owned a 100% interest in
Criteria Caixa, S.A., Sociedad Unipersonal (“Criteria Caixa”). la Caixa was deemed to be interested in the 464,287,319 shares of the Bank
held by Criteria Caixa.

The Bank had been notified that the shareholdings of the above 2 corporations had been increased such that, as at 31st December,
2019, they stood at 508,519,684 shares (equivalent to approximately 17.50% of the issued shares of the Bank as at 31st December,
2019). Such increases in shareholdings were not required to be disclosed under Part XV of the SFO.

The references to 369,755,978 shares of the Bank in Notes 3 and 4 relate to the same block of shares. Guoco Management Company
Limited was the beneficial owner of 369,755,978 shares (equivalent to approximately 14.15% of the issued shares of the Bank as at 27th
March, 2015, i.e. at the time of disclosure pursuant to Part XV of the SFO, and approximately 12.72% of the issued shares of the Bank
as at 31st December, 2019). Hong Leong Company (Malaysia) Berhad was deemed to be interested in the 369,755,978 shares held by
Guoco Management Company Limited by virtue of its 100% interest in GuoLine Capital Assets Limited which owned a 100% interest
in GuoLine Overseas Limited. Guoline Overseas Limited held a 71.88% interest in Guoco Group Limited which in turn owned a 100%
interest in Guoco Management Company Limited. GuoLine Capital Assets Limited, GuoLine Overseas Limited and Guoco Group Limited
were all deemed to be interested in the 369,755,978 shares held by Guoco Management Company Limited.

Quek Leng Chan was deemed to be interested in the 369,755,978 shares held by Guoco Management Company Limited by virtue of his
100% interest in HL Holdings Sdn Bhd (“"HLH"). Hong Leong Company (Malaysia) Berhad was 49.27% owned by Quek Leng Chan as to
2.424% under his personal name, 46.534% via HLH which was wholly-owned by him and 0.311% via Newton (L) Limited.

The references to 369,755,978 shares of the Bank in Notes 3 and 4 relate to the same block of shares. Hong Leong Company (Malaysia)
Berhad was 34.69% held by Hong Leong Investment Holdings Pte. Ltd. which was in turn 33.59% held by Davos Investment Holdings
Private Limited. Hong Leong Investment Holdings Pte. Ltd. and Davos Investment Holdings Private Limited were deemed to be interested
in the 369,755,978 shares (equivalent to approximately 14.15% of the issued shares of the Bank as at 27th March, 2015, i.e. at the time
of disclosure pursuant to Part XV of the SFO, and approximately 12.72% of the issued shares of the Bank as at 31st December, 2019)
held by Guoco Management Company Limited by virtue of their interests in Hong Leong Company (Malaysia) Berhad.

KWEK Leng Kee was deemed to be interested in the 369,755,978 shares held by Guoco Management Company Limited by virtue of his
41.92% interest in Davos Investment Holdings Private Limited.

GuoLine Overseas Limited and GuoLine Capital Assets Limited are wholly-owned subsidiaries of Hong Leong Company (Malaysia) Berhad
and Guoco Management Company Limited is a wholly-owned subsidiary of Guoco Group Limited. With the filing of the substantial
shareholder notices by Hong Leong Company (Malaysia) Berhad and Guoco Group Limited, GuolLine Overseas Limited, GuoLine Capital
Assets Limited and Guoco Management Company Limited do not need to file their respective substantial shareholder notices under the
“wholly-owned group exemption” as provided in the SFO.

Elliott Capital Advisors, L.P. ("ECALP") was deemed to be interested in these shares (equivalent to approximately 8.00% of the issued
shares of the Bank as at 4th July, 2017, i.e. at the time of disclosure pursuant to Part XV of the SFO, and approximately 7.50% of
the issued shares of the Bank as at 31st December, 2019) comprising 198,044,142 shares held by Elliott International L.P. ("EILP"),
20,035,600 shares held by The Liverpool Limited Partnership ("Liverpool LP"), 200 shares held by Artan Investments Ltd, 200 shares held
by Frasco Investments Ltd, 200 shares held by Milton Investments Ltd, 200 shares held by Parlan Investments Ltd and 200 shares held by
Trevet Investments Ltd.

Liverpool LP was 100% controlled by Liverpool Associates, Ltd. Liverpool Associates, Ltd, Artan Investments Ltd and Frasco Investments
Ltd were 100% controlled by Elliott Associates, L.P.. Milton Investments Ltd, Parlan Investments Ltd and Trevet Investments Ltd. were
100% controlled by EILP which in turn was 100% controlled by Hambledon, Inc..

Both Elliott Associates, L.P. and Hambledon, Inc. were 100% controlled by ECALP which is accustomed to act in accordance with the
instructions of Paul Singer.

Save as disclosed above, no other interest or short position in the shares or underlying shares of the Bank were recorded
in the Register.

During the year, other than the Staff Share Option Schemes as set out in the above section under “Information on Share
Options” and Notes 2(y)(iv) and 40 on the accounts, the Bank has not entered into any equity-linked agreement.
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On 18th November, 2019, pursuant to a bilateral agreement entered into in the ordinary course of business with another
bank, the Bank assumed a commitment in the amount of US$40 million (equivalent to approximately HK$312 million) in
respect of a letter of credit (with a tenor of 90 days from 18th November, 2019) (the “Letter of Credit”).

On 21st November, 2019, the Bank entered into a letter agreement (with a tenor of 90 days from 21st November, 2019)
(the “Participation Agreement”) with Sumitomo Mitsui Banking Corporation (“SMBC"), pursuant to which, as a funded
disposal of letter of credit bank risk, the Bank agreed to transfer its commitment in the amount of US$40 million (equivalent
to approximately HK$312 million) (including all related obligations and risks) in respect of the Letter of Credit to SMBC (the
“Transaction”).

The Directors considered that the Transaction is in the best interests of the Bank as it helps promote the trade finance
business cooperation between the Bank and SMBC, and also serves as a general balance sheet management tool for
the Bank.

The full commitment (including all related obligations and risks) of the Bank in respect of the Letter of Credit was
transferred to SMBC.

As SMBC is a substantial shareholder (as defined in the Listing Rules) of the Bank, SMBC is a connected person of the
Bank under the Listing Rules. Therefore, the entering into of the Participation Agreement between the Bank and SMBC
constituted a connected transaction of the Bank. As one of the applicable percentage ratios (as defined in the Listing
Rules) in respect of the Transaction exceeds 0.1% but all are less than 5%, the Transaction is required to be reported in
the Bank’s Annual Report. For details of the Transaction, please refer to the announcement dated 21st November, 2019
issued by the Bank.

As at the date of this Report, the Bank has maintained the prescribed public float under the Listing Rules, based on the
information that is publicly available to the Bank and within the knowledge of the Directors.

Donations made by the Group during the year for charitable and community purposes amounted to approximately
HK$9 million (2018: HK$10 million).

The Bank is committed to maintaining high standards of corporate governance. Information on the corporate governance
practices adopted by the Bank is set out in the Corporate Governance Report of this Annual Report.

The Annual Report for the financial year ended 31st December, 2019 complies with the applicable disclosure requirements
of the Banking (Disclosure) Rules.

A resolution for the re-appointment of KPMG as auditors of the Bank is to be proposed at the forthcoming Annual
General Meeting.

On behalf of the Board
David LI Kwok-po

Executive Chairman

Hong Kong, 19th February, 2020
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TO THE MEMBERS OF THE BANK OF EAST ASIA, LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of The Bank of East Asia, Limited (“the Bank”) and its subsidiaries (together “the
Group”) set out on pages 164 to 358, which comprise the consolidated statement of financial position as at 31 December 2019, the
consolidated income statement, the consolidated statement of comprehensive income, the consolidated statement of changes in equity
and the consolidated cash flow statement for the year then ended and notes to the consolidated financial statements, including a summary
of significant accounting policies.

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 2019 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.

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 Audiitors responsibilities for the audit of the consolidated financial statements section of our
report. 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. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

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.
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Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 29(a), 45(a)(x) to the consolidated financial statements

Key audit matter

The Group’s advances to customers as at 31 December 2019 amounted
to HK$509,105 million, with total expected credit losses (“ECL")
amounting to HK$3,769 million as at 31 December 2019. Hong Kong
and China Operations contributed to 57% and 26% of the Group's
advances to customers, and 16% and 80% of the Group’s total ECL
respectively.

Impairment allowances of loans and advances to customers across the
banking industry continues to be an area of concern and elevated focus
due to the uncertain local and global economic outlook, including the
adverse impact from China — United States trade disputes and the recent
social unrest in Hong Kong.

The Group experienced significant credit losses from China Operations
during the year. Impairment allowances may be materially misstated if
the exposures with a significant increase in credit risk are not properly
identified and classified in the appropriate stages. The assessment
of the recoverable amount of collateral is particularly challenging in
Mainland China as the extent of judgement exercised by management
in the process of determining the strategy of recovery and assessing the
collateral value of these exposures is higher. As a result, the impairment
allowances of loans and advances to customers in this particular part of
business is subject to a higher inherent risk of material misstatements.

How the matter was addressed in our audit

Our audit procedures to assess the Group’s impairment allowances on
loans and advances to customers measured at amortised cost included
the following:

e understanding and assessing the design, implementation and
operating effectiveness of key internal controls on financial reporting
over the change of financial instrument standards, approval,
recording and monitoring of loans measured at amortised cost,
the credit grading process, the ECL model development, approval,
monitoring, governance process, and the measurement of provisions
for impairment allowances;

e involving specialists in assessing the reliability of the ECL model
used by management in determining impairment allowances,
including assessing the appropriateness of the key parameters
and assumptions in the expected credit loss model, including the
identification of loss stages, probability of default, loss given default,
exposure at default, discount rate, adjustments for forward-looking
information and other management adjustments;
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Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 29(a), 45(a)(x) to the consolidated financial statements

Key audit matter

The Group has continued to apply its expected credit loss model to assess
impairment allowances of loans and advances to customers measured
at amortised cost. Loan exposures that are not already credit-impaired
are classified as stage 1 on origination and a 12-month ECL provision is
recognised. Loan exposures will remain in stage 1 until they are repaid,
unless they experience a significant increase in credit risk (stage 2) or they
become credit-impaired (stage 3), for which a lifetime ECL provision is
recognised. The details of the Group's accounting policies and credit risk
management are set out in note 2(h)(vii) and 45(a) to the consolidated
financial statements.

ECL may be materially misstated if the exposures with a significant
increase in credit risk are not properly identified, leading to inaccurate
recognition of ECL.

The determination of impairment allowances using the expected credit
loss model is subject to a number of key parameters and assumptions,
including the identification of loss stages, estimates of probability of
default, loss given default, exposures at default and discount rate,
adjustments for forward-looking information and other adjustment
factors. Management judgment is involved in the selection of those
parameters and the application of the assumptions.

In particular, the determination of the impairment allowances is heavily
dependent on the external macro environment and the Group’s internal
credit risk management strategy. The expected credit losses are derived
from estimates including the historical losses, internal and external credit
grading and other adjustment factors. The expected credit losses for
personal loans are derived from estimates whereby management takes
into consideration historical overdue data, the historical loss experience
for personal loans and other adjustment factors.

How the matter was addressed in our audit

assessing the completeness and accuracy of data used for the
key parameters in the expected credit loss model, by comparing
individual loan information on a sample basis with the underlying
agreements and other related documentation to assess the accuracy
of the loan information in the expected credit loss model. For key
parameters derived from external data, we selected samples to
inspect the accuracy of such data by comparing them with publicly
available sources;

for key parameters involving judgement, critically assessing
input parameters by seeking evidence from external sources and
comparing it to the Group’s internal records including historical
loss experience and type of collateral. As part of these procedures,
we challenged management’s revisions to estimates and input
parameters and considered the consistency of judgement. We
compared the economic factors used in the models with market
information to assess whether they were aligned with market and
economic development;

for key parameters used in the expected credit loss model which
were derived from system-generated internal data, assessing the
accuracy of input data by comparing the input data with original
documents on a sample basis. We involved our information
technology specialists in assessing the information systems controls
critical to the credit grading process, such as the compilation of
the overdue reports for advances to customers. We also assessed
the design, implementation and operating effectiveness of relevant
automated application controls within these systems, as well as
the key internal controls over these underlying systems, including
controls over access to these systems and controls over data and
change management;

in respect of identifying exposures with a significant increase in
credit risk, evaluating the validity of management's assessment
on whether the credit risk of the loan has, or has not, increased
significantly since initial recognition and whether the loan is credit-
impaired by selecting samples for which we checked loan overdue
information, made enquiries of the credit managers about the
borrowers’ business operations, checked borrowers’ financial
information and researched market information about borrowers’
businesses. Our sample of loans and advanced to customers
selected for credit review, including in China Operations, focused on
accounts with high risk characteristics, including industry, features
of loan arrangements, collateral types and credit quality of the
accounts;
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Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 29(a), 45(a)(x) to the consolidated financial statements

Key audit matter

Management also exercises judgement in determining the quantum of
loss given default based on a range of factors. These include available
remedies for recovery, the financial situation of the borrower, the
recoverable amount of collateral, the macroeconomic factors, the
seniority of the claim and the existence and cooperativeness of other
creditors. Management refers to valuation reports issued by qualified
third party valuers and considers the influence of various factors including
the market price, location and use when assessing the value of property
held as collateral. The enforceability, timing and means of realisation of
collateral can also have an impact on the recoverable amount of collateral
and, therefore, the amount of impairment allowances as at the end of the
reporting period.

We identified the impairment allowances of loans and advances to
customers measured at amortised cost as a key audit matter because of
the complexity of the inherent uncertainty and management judgment
involved and because of its significance to the financial results and capital
of the Group.

How the matter was addressed in our audit

for selected samples of loans and advances to customers that are
credit-impaired, evaluating management'’s assessment of the value
of any property collateral held by comparison with market prices
based on the location and use of the property and the prices of
neighbouring properties. We also evaluated the timing and means
of realisation of collateral, evaluated the forecast cash flows,
challenged the viability of the Bank's recovery plans and evaluated
other credit enhancements that are integral to the contract terms;

in respect of assessing the accuracy of ECL calculation, calculating
the amount of credit loss allowance for 12-month and life-time
credit losses using the expected credit loss model based on the above
parameters and assumptions for a sample of loans and advances to
customers where the credit risk of the loan has not, or has, increased
significantly since initial recognition, respectively and comparing to
the results from the Bank;

assessing the appropriateness of material manual adjustments and
overlays on ECL model outputs;

in respect of evaluating the accounting treatments of disposal
of impaired loans during the year, inspecting the loan disposal
agreements and documents, enquiring of management and
assessing whether the transactions are recognised appropriately;
and

evaluating whether the presentation and disclosures on impairment
allowances of loans and advances to customers measured at
amortised cost meet the requirements in HKAS 32 Financial
Instruments: Presentation and HKFRS 7 Financial Instruments:
Disclosures.



EEERR BTN REERE
B2 [ A B IR M 2(h) Vi) ~ 29(a) F145(a)(x)

HREIER
EERAETEVBERRNSERTERESHERE LA - &
LRZERREBFROT A - ERANT BN - ER @ RS
B ZERERNER REXEEFMEAGEEARSFERAGER
M& - AR EERRNNENEER  EEEE2ERERE=S
HRHEE AN GERS  TEREERRNTE  BENENTS
B UENAS - BRREEER) ERERNTATEFER
ARNAKE SR YR M ERERROBEEHSE -

B A K AT B R P B R R BRAVREE @IS R AR -
EBEHEARASHIREENL  RARAREY SEEMHEEEN
BEANBARE BMBERER—BERET SR -

RERTERAR | 2019F 3K | 157

BYZHMEE (F

BIHE

HRBEHENTREENEPERRBFEAL  RESEERR
MYROME M AR RANTMRNERS SR EERRYE
MEEEMSERETLR  AFETREHZENE BB
fif o BB E T HHR RO EREEANTEARRSREA - 4
BEBOYTROATIERG TEH - WH A RGERFHEME
ERITETTRHE

EEESERERRFENERE S E - WEEERR A VN
BARHREZE N EBZREMOT L ERR BT - [
RE L2 RBRRALEARACEERRER  HRIFEZSE
ARB12EAANNEERANSOPARNEERRFENGEE
BREBER  URZTEARBEERTHARETLER

AHEEANFHREARBREERABELGHENHERTR

.
(=

AHEFRREERRENETEE  REMBBENXE  RE
BENRLHGEZER IR RELRER

AHEA SR A N TP ER R BB EE BRI RERE
REME(ERGEAFE2RERMIA : FIR I A R(EEH
BRELADETHRISMTA : REINERK-

)



158 | The Bank of East Asia, Limited | Annual Report 2019

Assessment of the fair value of financial instruments

Refer to notes 2(h)iii), 27, 28, 30, 46(a), 47(b)(ii) to the consolidated financial statements

Key audit matter

Financial instruments carried at fair value account for a significant portion
of the Group’s assets. As at 31 December 2019 the fair value of these
financial instruments was HK$163,636 million of which HK$35,599
million, HK$126,704 million and HK$1,333 million was classified as level
1, 2 and 3 financial instruments respectively.

The valuation of the Group’s financial instruments, which are stated at
their fair values, is based on a combination of market data and valuation
models which often require a considerable number of inputs. Many of
these inputs are obtained from readily available data for liquid markets.
Where such observable data is not readily available, as in the case of
level 3 financial instruments, estimates need to be developed which can
involve significant management judgement.

In addition, the Group has developed its own models to value
certain level 2 and 3 financial instruments, which involves significant
management judgement.

We identified the assessment of the fair value of financial instruments
as a key audit matter because of the complexity and significant
management judgement required in the valuation of some financial
instruments and because of the lower transparency of inputs used in the
valuation techniques for certain financial instruments which increases the
risk of potential error.

How the matter was addressed in our audit

Our audit procedures to assess the fair value of financial instruments
included the following:

e assessing the design, implementation and operating effectiveness
of key internal controls over the valuation, independent price
verification and model validation for financial instruments. For the
key underlying systems used for the processing of transactions in
relation to financial instruments we involved specialists to assess
the design, implementation and operating effectiveness of relevant
automated controls within these systems. We also assessed the
design, implementation and operating effectiveness of the key
internal controls over these underlying systems, including controls
over access to these systems and controls over data and change
management;

e evaluating the fair values of financial instruments with quoted price
by comparing the fair values applied by the Group with publicly
available market data on a sample basis;

e involving our internal valuation specialists to perform independent
valuations of level 2 and level 3 financial instruments on a sample
basis and comparing these valuations with the Group's valuations.
Our internal valuation specialists performed independent valuations
by developing models, obtaining inputs independently and verifying
the inputs, evaluating the methodology adopted by management for
the valuation of these financial instruments and assessing the inputs
and assumptions used in the valuations;

e assessing the appropriate application of Credit Value and Debit
Value Adjustments (“CVA/DVA") that form an integral part of fair
values; inquiring of management about any changes in the CVA/
DVA methodology and assessing the inputs applied; and

e assessing whether the disclosures in the consolidated financial
statements appropriately reflected the Group’s exposure to financial
instrument valuation risk with reference to the requirements of the
prevailing accounting standards.
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The directors are responsible for the other information. The other information comprises all 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.

The directors 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 directors are assisted by the Audit Committee in discharging their responsibilities for overseeing the Group’s financial reporting
process.

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. This report is made 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:

e |dentify 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.

e 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.
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HHEAHRBUEMERRNREERAERMEZNERERANER -

o RAREREAMAOANIMIES  URFFEENEFEF  BENUFYE BEEEABEHNOERERRER -
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Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made
by the directors.

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.

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 communicate with them all relationships and other matters that may reasonably be thought to bear on our independence and, where
applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those matters that were of most significance in the audit of the

consolidated financial statements of the current period and are therefore the key audit matters. We describe these matters in our auditor’s

report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that

a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be expected to

outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Donowho, Simon Christopher.

KPMG
Certified Public Accountants

8th

Floor, Prince’s Building

10 Chater Road
Central, Hong Kong

19 February 2020



RERTERAR | 2019F 3K | 163

BYZHBMEE (F)

o MMEEFEMRAEHHENEEERELSETFERRENAENT -

o HERRMPHELLETHERNBEMELER REMERNBHEE BERCFEEFANBRAEBNERNTEENL - TS
Y BESENFEEERNELESRREE - WRBMARRFEEATHEEN AN BRERBMBETREECHEIBEFAVBRERD
FRBEHRE - REFHEORETR  MRMESHRIEREER - RMANSHEBENZEENRE B LAARSOEERE - Rl - RRER

SERNATEEY BEETEFELE -
o NEFREUBRENEBRIRIN HEBAAR EERE URGAVBBRREETAERBRZFIMEIE -

o B EBEEANERIEREDNUBEAEDNTRE BENRFEE URHSEAVBHRXRZEXRERL -RMNEE BEEFIANTW &
BT B AR BERAE2HES -

BREMEERS  RMREFRESERTANETHE  BERH  EAFARAS  ERAMEFIT PRI L ABZEH A EMEARRRE -

HMEARAZEFERIBA  HARMETAEHEB L MNERERERE R YEAMEREIREABMERARSE X ERMBELIENME
BEMEMEE  UEREEROBRT - HEOSEEE -

fHEBEFZEGEBNERD  RABEPLEEHAREAVBRRNBARAEE  AMBKERETFH - ROERBERE D HELE
LRIE RIPEEERATAHFAARBEELEE IEBKRERNBERT  MREGEBRAERMBET AR FREKNN AR RBBELN
AR BARETRERETBBELZEE -

B EAB T AZEA RS WETEE & % A B 5 (Donowho, Simon Christopher) °

ESREHMBBT
PEE A
ERTIR

BT B
RFRENE

—TEF-ATAhA
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CONSOLIDATED INCOME STATEMENT
Rabka=

For the year ended 31st December, 2019 & Z 2019 12431 H It FE

2019 2018
Notes fffzf ~ HKSMn B¥EEBRT  HKSMnBERAETL
Interest income FSWA 5 28,509 25,598
Interest income calculated using the effective R B M Z AT ER
interest method FEWA 28,077 25,058
Other interest income H A SHA 432 540
Interest expense FEZ 6 (14,009) (12,639)
Net interest income FHEA 14,500 12,959
Fee and commission income R ERAS KA 7 3,887 3,813
Fee and commission expense R E kA M (946) (1,160)
Net fee and commission income REERAEKNFE 2,941 2,653
Net trading profit R 5558 8 807 994
Net result from other financial instruments BREHEAREATEELM
at FVTPL SRTEMNFR]A 9 213 (286)
Net hedging profit HiPRFFE 10 12 43
Net insurance profit REBEBTEF 11(a) 826 295
Other operating income = F ST N 12 385 414
Non-interest income ELISUON 5,184 4,113
Operating income R 19,684 17,072
Operating expenses =S 13 (9,891) (8,563)
Operating profit before impairment losses ABRERLZEEET 9,793 8,509
Impairment losses on financial instruments SRIAREEX 14 (7.253) (1,188)
Impairment losses on intangible assets EREERERX 33(b) - (5)
Impairment losses on associate B A RDRERX 32 - (397)
Impairment losses VEAEEEN (7,253) (1,590)
Operating profit after impairment losses BHRRERKEZEEEF 2,540 6,919
Net loss on sale of investments measured at
amortised cost HERB AT ERE 2FER (1 =
Net profit on sale of financial assets measured at i & A2 E K m AR AFEE
Yeld] EREEFET 15 72 62
Net profit on sale of assets held for sale HERBEHEEE TR 16 18 56
Net (loss)/profit on disposal of subsidiaries/ HEHB, /HERFF (EE),/
associates bkl 0] 1
Net loss on disposal of fixed assets HEETEEEZFEE 17 (13) 9)
Valuation (losses)/gains on investment
properties BERENE (BB /B 34 (33) 465
Share of profits less losses of associates and B E DR RE AR
joint ventures & EY) 622 566
Profit for the year before taxation FENBRT AR 3,198 8,060
Income tax g5t 18 138 (1,506)
Profit for the year FE R T 3,336 6,554
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CONSOLIDATED INCOME STATEMENT (CONTINUED)

mealmk (8)

For the year ended 31st December, 2019 B 220194 12 431 HILFE

2019 2018
Notes fifiZ ~ HKS Mn B¥EE T HK$ Mn BEBE T

Attributable to: AHER :
Owners of the parent AEERE 43(k) 3,260 6,509
Non-controlling interests Ll g 44 76 45
Profit for the year F 5 7% Fl 3,336 6,554
HKS ¥ 7T HK$ B T

Earnings per share BRER

Basic L= 21 0.89 2.07
Diluted i3 21 0.89 2.07

The notes on pages 173 to 358 form part of these financial statements. Details of
dividends payable to equity shareholders of the Bank attributable to the profit for the
year are set out in Note 20.

F173E358 A2 MEBAMBRRZ —75 -
FHBFERNEN LN FAITRRZBEFE
EEL N GEPI
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FEZEBER

For the year ended 31st December, 2019 & Z 2019 12431 H It FE

2019 2018
Notes fif7# HK$ Mn B¥EERX HKSMn BEBET
Net profit Eiagil 3,336 6,554
Other comprehensive income for the year: FEAEMSEKE
[tems that will not be reclassified to income
statement: TAEEERAER
Premises: 73k
—unrealised surplus on revaluation of — BN TIMEENAES
premises Pk 43(b) 99 8
—deferred taxes —RERE 43(b) 2 (13)
Fair value reserve (equity instruments): REEERZE(RNIR) :
— net change in fair value - AT EBEES 43(g) 382 296
— deferred taxes —RIERIE 43(g) (1 (5)
Liability credit reserve: BEEERE
— net change in fair value attributable to -BE&EEE S EERRM
Group’s own credit risk SIBMATEES 36,43() 4) 3
Items that may be reclassified subsequently to
income statement: LA e EI R IEE ¢
Fair value reserve (debt instruments): NI EERE(BBEIR):
— net change in fair value —NEEEEE 43(g) 1,709 (932)
— amount transferred to income — RN EREARERL
statement on disposal k] 43(g) (285) (52)
— on amortisation — & 43(g) ()] (@)
— deferred taxes —RERE 43(g) (131) 69
Hedging reserve (cash flow hedges): ke CGRemE )
— effective portion of changes in fair value —$HRTARFEEZHE
of hedging instruments B 43(h) (5) )
— fair value change transferred (to)/from —(BA) /BalERE
income statement REEEZD 43(h) 9 5
Share of changes in equity of associates and ~ JE{FEE & AR KA B ¥ER
joint ventures o)D) 43() 102 (42)
Exchange differences arising from e8I 1T B
translation of accounts/disposal of BERNAREERER
overseas branches, subsidiaries, associates RIEWNEMEMEEN
and joint ventures fE 5 =%8 (222) (1,908)
Other comprehensive income Hih 2 HE s 1,630 (2,576)
Total comprehensive income THREEE 4,966 3,978
Total comprehensive income attributable to: ~ 2z LA BER ¢
Owners of the parent AEERR 4,909 3,928
Non-controlling interests IR 57 50
4,966 3,978

The notes on pages 173 to 358 form part of these financial statements.

E173E358EZMEBAMBRRZ —H5 -



ASSETS

Cash and balances with banks and other
financial institutions

Placements with and advances to banks and
other financial institutions

Trade bills
Trading assets
Derivative assets
Loans and advances to customers
Investment securities
Investments in associates and joint ventures
Fixed assets
- Investment properties
— Other properties and equipment
— Right-of-use assets
Goodwill and intangible assets
Deferred tax assets
Other assets

Total Assets

EQUITY AND LIABILITIES

Deposits and balances of banks and other
financial institutions

- Designated at fair value through profit
or loss

- At amortised cost
Deposits from customers
Derivative liabilities
Certificates of deposit issued

- Designated at fair value through profit
or loss

— At amortised cost
Current taxation
Debt securities issued

— Designated at fair value through profit
or loss

- At amortised cost
Deferred tax liabilities
Other liabilities
Loan capital — at amortised cost

Total Liabilities

Share capital
Reserves

Total equity attributable to owners
of the parent

Additional equity instruments
Non-controlling interests

Total Equity

Total Equity and Liabilities

Executive Chairman
Co-Chief Executives

Director

BE

RBe RERTHNEMS BHEE

B & 17

FERTREMEBEBNTR
B2

EOES
RGMEEE
PTETABE
BEPERRBHK
REE S

BERRRABELERE

ElEEE
—-REME
—HiMERRE
—EREEE

BERETVEE

BELHIREE

HEE

BEMR

BRER R AR

ﬁggﬁ%ﬁ@%%%ﬁﬁ&
—HEERABBRANRBRATF

®
— WA
BEHH
PrAETARME
BRTERE

—HEERABBREARBRATF
BE

— B R A
BB
o

—EERBBBEZIARRATF
BB

— B KA
ELHIRAE
HigaE
EEEA-HBERA

GERASERRER AR

BINRATE
JEE R AE

BRES B

RSN B EEE

Approved and authorised for issue by the Board on 19th February, 2020.

David LI Kwok-po
Adrian David LI Man-kiu
Brian David LI Man-bun
Meocre LI Kwok-wing

The notes on pages 173 to 358 form part of these financial statements.
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As at 31st December, 2019 20194 12531 H

2019
Notes fifi  HK$ Mn B¥EHE T

25

26
27
28
47(b)(ii)
29
30
32
34

33
37(b)
35

36

47(b)i)

36

37(a)

36

37(b)
38
39

41
43

42
44

51,525

62,280
12,081
1,273
5,693
505,336
163,514
9,970
14,328
5,333
7,907
1,088
1,926
1,563
35,709

865,198

27,915

3,182
24,733
573,527
7,654
74,059

27,401
46,658
2,103
3,181

3,181
584
56,299
10,238

755,560
41,379
53,928

95,307
13,963
368

109,638

865,198

L
HK$ Mn ¥ B &I

48,106

60,373
14,646
3,483
10,211
498,284
144,729
9,129
13,165
5,249
7,916
1,940
481
34,904

839,451

27,490

1,335
26,155
574,114
9,496
58,490

9,462
49,028
1,437
564

407
157
483
51,444
12,358

735,876
39,925
51,901

91,826
8,894
2,855

103,575

839,451

EEEN2020F2 A 19 B AE RIRRERE -

T EE
BB TTIAR L

EBEF

FHE
FZRE
FRE
FEEK

F 1732358 AZMEBEAMBIHER 2 —&H7 -
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31st December, 2019 #Z2019F 12 431 HILFEE

The notes on pages 173 to 358 form part of these financial statements.

Capital
Revaluation esere -
reserve of Exchange  staffshare Liability Additional Non-
Share  General bk Capital revaluation  options  Fairvalue  Hedging credit Other  Retained equity  controlling Total
apital  reserve  premises  reserve  reserve issied  reserve  resene  reserve  reseves’  profits Total instruments interests equity
Ehfk-
it EfEf 2RTER ATERE B8RS BiRs  FER
Bx  -RER BF EREE f#F  2hE B HHER BE  EfR®  EmE E I8 B  EnsE
HKSMn HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMm  HKSMn  HKSMn  HKSMn  HKSMn
EMEEL AEEER AMAEn AWEER RREER AMEER AMEER AMARn AWEER AREER BMEEn AMEER RMAEn AMEER AREER
At 15t January, 2019 0191418 39925 14,054 175 933 (1,426) 158 664 15 B 4963 30791 91826 8,894 285 103575
Changesin equiy Es5Y
Proft for theyear FERE - - - - - - - - - - 3,260 3,260 - 7 33%
Other comprehensive ncome. - £ 2 Al - - 101 - (203 - 1,667 (14) 0] 102 - 1,649 - (19 1630
Total comprehensie ncome. 2 EUREE - - 101 - (203) - 1,667 (14) ® 10 3260 4909 - 5 4,966
Issue of additonal equity
insrumens' EERATA - - - - - - - - - - - - 5,069 - 5,069
Shres isued n e of WA SR HIRE
didend o 41) (W41) 145 - - - - - - - - - - - -
Fuiyseted shareased ~ MRAAZRAERHZ
ensaction Mo 4f)  RAHES) - - - - - pi] - - - - - B - - B
Transfer 13 - (403) (5 157 - (18) - - - pLY] 13) - - - -
Distibuton/Dividends declred. £EMEIAEREER
orapproved durng theyear  SEERERS - - - - - - - - - - (2905 (290) - () %)
Changeofownertipn ~—— MEAFAZEEEED
subsicries oo 44) (Hau) - - - - - - - - - - - - - 3 3
Redemption of Hybrid Ter 1
capialinstruments 2 BERA-MEATA - - - - - - - - - - - - - (2495 (24%9)
At 315t December, 2019 R09E12A31R 4379 13,651 1848 1,09 (1,629) 163 23 1 U} 5347 3113 95,307 13,963 368 109,638
1. During the year, the Bank issued HK$5,083 million (USD650 million) undated non-cumulative 1. fE20194 - K77 77E #5083 15T (6.51F%
subordinated Additional Tier 1 capital securities (“AT1”). Direct issuance costs of HK$ 14 million ) BB H IR FE R EEES —RIREA T A ([5E
are accounted for as a deduction from the equity instruments. SMRAETA) o B#EBTTHABEH 1,400 F T
BAMR - WEMRRATAF I
2. During the year, the Bank redeemed the remaining HK$2,495 million (USD318 million) Hybrid 2. 720194 + K7TfE ] frin & 81 5 & H 5 48 4
Tier 1 capital instruments which were classified as non-controlling interests in the consolidated FHHERE 2 B —REAR T REN24.95 (5T
financial statements. (3. 18183 7T) HIEA5E ©
3. Other reserves include statutory reserve and other reserves. 3 HAMEEEEEZTFEREMGEE -

F173E38AEZWEBAMBEHRER 2 —5 5 °
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

GARBEBE (H)

For the year ended 31st December, 2018 & Z20184% 12531 A1 EE

Capita
Revaluaton Tesene -
reserve of Bichange  stff share Liabilty Addtonal Non-
Share  General bak  Capital revdluaton  options Fairvalue  Hedging et Other ~ Retaned equty  controling Total
apfll e premses reseve  resene fied  resene e sene  rsenss'  pofis Toidl  instuments  interests quity
EhRE-
fitEt ENEl BB ATEE ke BiRE FER

kE -Rik Bk ERER BE EERE B HuER BE  EbEE  2EE £ IR k5 EaEE
HKSMn HKSMn HKSMn HKSMn HKSMn o HKSM o HKSMR HKSMn o HKSMno HKSMn HKSMno HKSMn o HKSMn o HKSMn HKSMn
AEEET REEET AMAET AKEET RMEER AEAET AMEEm AMAEn AKEET REEER AEAET AMEEm AMAEm AMEET AEEER

At 15t January, 2018 RWIBE1A1R 371500 14,060 1,757 30 81 135 1454 1 - 4931 28890 89482 8804 288 101214
R018E1A1BRRA
mpactof adopting HKFRS 9 (BRI RE28)
at Tt oy, 2018 295088 - - - - - (] - ] - /| - ]

Restated blanceat 10185171 BB ERE

st January, 2018 HEs 371500 14,060 1,757 30 81 135 129 11 o) 4931 28858 8928 8804 288 101014
Changes i equity EaRY

Proft for the year EEmad| - - - - - - - - - - 6509 6,509 - & 6,554

Other comprefiensive ncome £ 2 Bl - = (5) - (19 = (629) 4 3 (] (2581) = 5

Total comprehengie ncome. - 2 XG4 - - () - (1913) - (628) 4 3 () 6,509 3908 = 50 3978

Shares issued i eu of WRREETHRE

dvidend (Vote 41) (K4 2313 - - - - - - - - - - 2313 - - 2313
Shres isued under tffShare. KBS RE A1
Option Schemes floe4f) — Rif(Hita1) n - - - - - - - - - - B - - B
Fquty sttedsharebased MR BRRIERHZ
st o) RBHEAY) - - - - - % - - - - - ) - - £}
Transfer £ 12 6) - 103 - (1) - - - ) m - - - -
DistrbutionDividends dered ERAAIARREE R,
orapproved durng theyear — BERERE - - - - - - - - - - (3805 B8 - 53 (3859)
Changeofownersipin ~~ HEAFZEEREES
subsdires oo 44) (W) - - - - - - - - - - - - - 5 5

Decregse in non-controling
ieessaisngfon ~ —HEATRATER
capitl eductionof FakERR)

asubsidary oie 44) (hn) - - - - - - - - - = = = = () (3)
At 315t December, 2018 RI8E1A31A 39925 14054 1,752 933 (1,426) 158 664 15 B 4963 30,791 91826 889 285 103575
1. Other reserves include statutory reserve and other reserves. 1. EBEM#EEEEATREREMER -

The notes on pages 173 to 358 form part of these financial statements. F173F 358 BT BAM B wmzk 2 —25 °
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CONSOLIDATED CASH FLOW STATEMENT
ReReaRER

For the year ended 31st December, 2019 & Z 2019 12431 H It FE

2019 2018
Restated 2
Notes fffz  HK$ Mn B¥EET  HKSMn BEEET
OPERATING ACTIVITIES REXKEE
Profit for the year before taxation FE AR AN 7 3,198 8,060
Adjustments for: R
Charge for impairment losses on financial
instruments SRIERNERAXH 7,253 1,188
Charge for impairment losses on intangible
assets BV EERBERAZE 33(b) - 5
Charge for impairment losses on associate B Rl (E 1B K 3 85 - 397
Share of profits less losses of associates and ~ JE{FEEE AR KA AR EEF
joint ventures A (622) (566)
Net loss on sale of investments measured at &R ER AT EREZ
amortised cost EEE 1 =
Net profit on sale of financial assets HEBBEERGENREAT
measured at FVOC| BESREEFEHN (72) (62)
Net loss/(profit) on disposal of subsidiaries HEMBARIRBERAZ
and associates RER/ Cafl) 7 M
Net profit on sale of assets held for sale HERAELEEEZ FmT (18) (56)
Net loss on disposal of fixed assets HERTEEEFER 13 9
Interest expense on debt securities and loan B E{TEKEERIEEER
capital issued FEZH 784 631
Interest expense on lease liabilities HEABNEZH a -
Depreciation on bank premises, furniture,
fixtures and equipment ik~ R REREETE 34 530 473
Depreciation on right-of-use assets CREEERE 34 397 -
Dividend income from equity securities BEEARSEURBATEE
measured at FVOC| B fr & H R B A 12 (12) 23)
Amortisation of intangible assets B A E R 13 14 14
Amortisation of premium/discount on debt B E{TEHKEHFREEEAN
securities and loan capital issued BIE/ s 15 18
Revaluation losses/(gains) on debt securities BB EITEKEHFRIEEE
and loan capital issued B8R/ (BF) 157 (102)
Valuation losses/(gains) on investment
properties EHRENEEE (BF) 34 33 (465)
Equity settled share-based payment
expenses BRI RERIELZ & 13,43(7) 23 35
11,742 9,555



(Increase)/decrease in operating assets:

Cash and balances with banks with original

maturity beyond three months

Placements with and advances to banks
and other financial institutions with
original maturity beyond three months

Trade bills
Trading assets

Financial assets designated at fair value
through profit or loss

Derivative assets
Loans and advances to customers

Debt investment securities measured at
amortised cost

Debt investment securities measured at
FVOCI

Debt investment securities mandatorily
measured at FVTPL

Other assets

Increase/(decrease) in operating liabilities:

Deposits and balances of banks and other
financial institutions

Deposits from customers
Certificate of deposit issued
Trading liabilities

Derivative liabilities

Other liabilities

Exchange adjustments

NET CASH INFLOW FROM OPERATIONS
Income tax paid

Hong Kong profits tax paid

Outside Hong Kong profits tax paid

NET CASH GENERATED FROM
OPERATING ACTIVITIES

REMRITEMRAT | 2019F 3, | 171

For the year ended 31st December, 2019 & Z20194% 12 431 A1FEE

MEEE(E) /AR
RAHBBRA3MEANELNRE
FEMBTERNER

RAHEARR 3318 A WA LBOSRTT
FEMEREBERRBR
EEES

RGMEEE
EERBBEGARKRAF
BENEBEE
TTHETABE
BEPERRBK

RHHK A EEBRERE S
BEBEE R EARBRAT
BEAEEBRERES
BHRBBRRURRATF
BEFEEHREES

HihEE

maaEE/ Of)

RITREMEREBNFIR
mH

EPER
BEEITHFNG
RHMER
PTAETABRE
Hih&fE

EHAE

o Fd

—

A

mht

RETHHESRMAFHE

BB
ENEEMEH
EREINNEHR

RAREXRZDCREFE

2019

Notes fi/iZ  HK$ Mn B¥HE T

4,786

(12,438)
2,569
2,096

1,184
4,518
(14,302)

794

(11,277)

2,070
(1,918)

425
(587)
15,569
(1,842)
4,057
484

7,930

(24)
(335)

7,571

2018
Restated 2 )
HK$ Mn BE B E T

8,361

(2,888)
(710)
2,933

1,495
1,124
(28,705)

(1,336)

(12,661)

(1,953)
(1,725)

509
2,430
22,013
)
(2,581)
5,955
2,023

3,828

2,635
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INVESTING ACTIVITIES

Dividends received from associates and
joint ventures

Dividends received from non-trading
equity securities
Purchase of non-trading equity securities

Proceeds from sale of non-trading equity
securities

Purchase of fixed assets
Purchase of investment properties

Proceeds from disposal of other properties
and equipment

Proceeds from sale of assets held for sale
Proceeds from disposal of associate
Additional investments in associates

Decrease in non-controlling interests arising
from capital reduction of a subsidiary

NET CASH GENERATED FROM/(USED IN)
INVESTING ACTIVITIES

FINANCING ACTIVITIES
Ordinary dividends paid

Distribution to Hybrid/Additional Tier 1
issue holders

Issue of ordinary share capital

Issue of additional equity instruments
Issue of debt securities

Issue of loan capital

Payment of lease liabilities
Redemption of Hybrid Tier 1 issued
Redemption of debt securities issued
Redemption of loan capital

Interest paid on debt securities issued
Interest paid on loan capital

NET CASH GENERATED FROM/(USED IN)
FINANCING ACTIVITIES

NET INCREASE/(DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT 1ST
JANUARY

Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS AT 31ST
DECEMBER

Cash flows from operating activities
included:

Interest received
Interest paid
Dividend received

For the year ended 31st December, 2019 #HZ2019F 12531 A1 FEE

Notes it
REEE

W2 AR R A ERRRE

WIS SRR RN ES

BAERSARRGES

% 5 IR B 5 H
#m

WABTAE

BAREYE

& Bt Y 3 M RIS R
HERA L EEEMSHE
HE R QB HR
e R R E

— 8 A AR T BRI 2
R

RE/ (AR REZHz2HSE
b

MEEE

SRR E

KETRE BIN—RER
TAHAA 20(c),43(k)
BITE AR 41
BITEINRAT R

BIERESR

BIEEER

YHHAERRE
BREBETES—HREAIA
BREBETEBES
BREETEEER
INEBTEEEFNE
TREEEARFE

RE/(AR)REESZ
REFE

ReRERAALEEFE/
(Rl 8

R1A1EZBER
%ﬁﬁﬁﬁﬁ

[ & g @ oy 2 28

48(a)

R12A3MAZEER

ZRELEAR 48(a)

RE RS EBESH
Eﬂé/m% FL%

FEKA
MEX
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NOTES TO THE FINANCIAL STATEMENTS
MEGEREME

1. PRINCIPAL ACTIVITIES = E &

FIREMBAR ((AEE]) MEEXBKARHE
RITRE BN EBIR -

The Bank and its subsidiaries (the “Group”) are engaged in the provision of banking
and related financial services.

2. SIGNIFICANT ACCOUNTING POLICIES FE&HE

(a) HEESIBH

(a) Statement of Compliance

These financial statements have been prepared in accordance with all applicable
HKFRS, which collective term includes all applicable individual HKFRS, HKAS and
Interpretations issued by the HKICPA, accounting principles generally accepted
in Hong Kong and the requirements of Companies Ordinance. These financial
statements also comply with the applicable disclosure provisions of the Listing Rules.
A summary of the significant accounting policies adopted by the Group is set out
below.

The HKICPA has issued certain new and revised HKFRS that are first effective or
available for early adoption for the current accounting period of the Group. Note
3 provides information on any changes in accounting policies resulting from initial
application of these developments to the extent that they are relevant to the Group
for the current and prior accounting periods reflected in these financial statements.

(b) Basis of Preparation of the Financial Statements

The financial statements for the year ended 31st December, 2019 comprise the
Group and the Group’s interest in associates and joint ventures.

The measurement basis used in the preparation of the financial statements is
historical cost except that the following assets and liabilities are stated at their fair
value as explained in the accounting policies set out below:

— financial instruments classified as trading, designated or mandatorily measured
at fair value through profit or loss and measured at fair value through other
comprehensive income (Note 2(h)(ii));

— derivative financial instruments (Notes 2(I) and 2(k)); and
— investment properties (Note 2(0)(ii)).

The preparation of financial statements in conformity with HKFRS requires
management to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets and liabilities, income
and expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements about
carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimate
is revised if the revision affects only that period, or in the period of the revision and
future periods if the revision affects both current and future periods.
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Details of judgements made by management in the application of HKFRS that

have significant effect on the financial statements and major sources of estimation

uncertainty are discussed in Note 54.

Basis of Consolidation
These consolidated financial statements cover the consolidated position of the Bank

and all subsidiaries unless otherwise stated and the Group’s interest in associates

and joint ventures. For information required to be reported in accordance with the

Banking (Disclosures) Rules, the basis of consolidation is set out in the Note 1 in the

Unaudited Supplementary Financial Information.

0

Subsidiaries and Non-controlling interests

The consolidated financial statements include the financial statements of the
Bank and all its subsidiaries made up to 31st December each year. Subsidiaries
are entities controlled by the Group. The Group controls an entity when it is
exposed, 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.
When assessing whether the Group has power, only substantive rights (held by
the Group and other parties) are considered.

An investment in a subsidiary is consolidated into the consolidated financial
statements from the date that control commences until the date that control
ceases. Intra-group balances, transactions and cash flows and any unrealised
profits arising from intra-group transactions are eliminated in full in preparing
the consolidated financial statements. Unrealised losses resulting from intra-
group transactions are eliminated in the same way as unrealised gains but only
to the extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary not attributable
directly or indirectly to the Bank, and in respect of which the Group has not
agreed any additional terms with the holders of those interests which would
result in the Group as a whole having a contractual obligation in respect of
those interests that meets the definition of a financial liability. For each business
combination, the Group can elect to measure any non-controlling interests
either at fair value or at the non-controlling interests’ proportionate share of the
subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated statement of
financial position within equity, separately from equity attributable to equity
shareholders of the Bank. Non-controlling interests in the results of the Group
are presented on the face of the consolidated income statement and the
consolidated statement of comprehensive income as an allocation of the net
profit and total comprehensive income for the year between non-controlling
interests and equity shareholders of the Bank.

Changes in the Group’s interests in a subsidiary that do not result in a loss of
control are accounted for as equity transactions, whereby adjustments are made
to the amounts of controlling and non-controlling interests within consolidated
equity to reflect the change in relative interests, but no adjustments are made to
goodwill and no gain or loss is recognised.
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(ii)

When the Group loses control of a subsidiary, it is accounted for as a disposal
of the entire interest in that subsidiary, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in that former subsidiary at the
date when control is lost is recognised at fair value and this amount is regarded
as the fair value on initial recognition of a financial asset (Note 2(h)) or, when
appropriate, the cost on initial recognition of an investment in an associate and
joint venture (Note 2(c)(ii), and is offset against the gain or loss on the loss of
control of that subsidiary.

In the Bank’s statement of financial position, its investments in subsidiaries are
stated at cost less any impairment losses, if any (Note 2(r)).

Associates and joint ventures

The consolidated financial statements include the attributable share of
the results and reserves of associates and joint ventures based on financial
statements prepared at dates not earlier than three months prior to 31st
December each year.

An associate is a company in which the Group or the Bank has significant
influence, but not control or joint control, over its management, including
participation in the financial and operating policy decisions.

A joint venture is an arrangement whereby the Group or the Bank and other
parties contractually agree to share control of the arrangement, and have rights
to the net assets of the arrangement.

Investment in associates and joint ventures are accounted for in the
consolidated financial statements under the equity method, unless it is classified
as held for sale (or included in a disposal group that is classified as held for
sale) (Note 2(ad)). Under the equity method, the investment is initially recorded
at cost, adjusted for any excess of the Group’s share of the acquisition-date
fair values of the associate or joint venture’s identifiable net assets over the
cost of the investment (if any). Thereafter, the investment is adjusted for
the post acquisition change in the Group’s share of the investee’s net assets
and any impairment loss relating to the investment (Note 2(qg) and 2(r)). Any
acquisition-date excess of fair values of the investees’ net identifiable assets
over the cost of investment, the Group’s share of the post-acquisition, post-tax
results of the investees and any impairment losses for the year are recognised
in the consolidated income statement, whereas the Group’s share of the post-
acquisition post-tax items of the investees’ other comprehensive income is
recognised in the consolidated statement of comprehensive income.

When the Group’s share of losses exceeds its interest in an associate or a
joint venture, the Group’s interest is reduced to nil and recognition of further
losses is discontinued except to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the investee. For these
purposes, the Group’s interest in the associate or the joint venture is the carrying
amount of the investment under the equity method together with the Group’s
long-term interests that in substance form part of the Group’s net investment in
the associate or the joint venture.

(ii)
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Unrealised profits and losses resulting from transactions between the Group
and its associates and joint ventures are eliminated to the extent of the Group’s
interest in the investee, except when unrealised losses provide evidence of
an impairment of the asset transferred, in which case they are recognised
immediately in profit or loss.

When the Group ceases to have significant influence over an associate or
joint control over a joint venture, it is accounted for as a disposal of the entire
interest in that investee, with a resulting gain or loss being recognised in profit
or loss. Any interest retained in that former investee at the date when significant
influence or joint control is lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a financial asset (Note 2(h)).

The Bank accounts for the results of associates and joint ventures to the extent
of dividends received. Investments in associates and joint ventures are stated
in the Bank’s statement of financial position at cost less any impairment losses
(Note 2(r)).

An associate or a joint venture is considered material if it is material to either
income statement or statement of financial position of the Group in two
consecutive years.

Translation of Foreign Currencies

Foreign currencies transactions during the year are translated into Hong Kong
dollars at the rates of exchange ruling at the transaction dates. Monetary assets and
liabilities denominated in foreign currencies are translated into Hong Kong dollars at
the rates of exchange ruling at the end of the reporting period. Exchange gains and
losses are recognised in the income statement.

Non-monetary assets and liabilities that are measured in terms of historical cost
in a foreign currency are translated into Hong Kong dollars using the foreign
exchange rates ruling at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated using
the foreign exchange rates ruling at the dates the fair value was determined.

Exchange differences relating to investments at fair value through profit or loss
(FVTPL) and derivative financial instruments are included in gains less losses from
trading securities or financial instruments at fair value through profit or loss. All
other exchange differences relating to monetary items are presented as gains less
losses from dealing in foreign currencies in the income statement. Differences
arising on translation of equity investments which an election has been made
to present subsequent changes in fair value in other comprehensive income are
recognised in other comprehensive income and accumulated separately in equity.
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The results of foreign operations are translated into Hong Kong dollars at the
exchange rates approximating the foreign exchange rates ruling at the dates of the
transactions. Items of statement of financial position, including goodwill arising
on consolidation of foreign operations acquired on or after 1st January, 2005, are
translated into Hong Kong dollars at the foreign exchange rates ruling at the end of
the reporting period. The resulting exchange differences are recognised directly in
other comprehensive income and accumulated separately in equity in the exchange
reserve. Goodwill arising on consolidation of a foreign operation acquired before 1st
January, 2005 is translated at the foreign exchange rate that applied at the date of
acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative amount of the exchange
differences relating to that foreign operation is reclassified from equity to the
income statement when the profit or loss on disposal is recognised.

(e) Interest

Effective interest rate

Interest income and expense for all interest-bearing financial instruments are
recognised in the income statement on an accruals basis using the effective interest
method.

The effective interest rate is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument to the
gross carrying amount of the financial asset or the amortised cost of the financial
liability.

When calculating the effective interest rate for financial instruments other than
credit-impaired assets, the Group estimates future cash flows considering all
contractual terms of the financial instrument but not expected credit losses.
For financial assets that were purchased or originated credit-impaired on initial
recognition, a credit-adjusted effective interest rate is calculated using estimated
future cash flows including expected credit losses (i.e. no expected credit loss
provision is required at initial recognition).

The calculation of the effective interest rate includes transaction costs and fees
and points paid or received that are an integral part of the effective interest rate.
The transaction costs include incremental costs that are directly attributable to the
acquisition or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount

The "amortised cost’ of a financial asset or financial liability is the amount at which
the financial asset or financial liability is measured on 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 expected credit loss allowance.

The ‘gross carrying amount of a financial asset’ is the amortised cost of a financial
asset before adjusting for any expected credit loss allowance.
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Calculation of interest income and expense

In calculating interest income and expense, the effective interest rate is applied to
the gross carrying amount of the asset (when the asset is not credit-impaired) or to
the amortised cost of the liability.

However, for financial assets that have become credit-impaired subsequent to initial
recognition, interest income is calculated by applying the effective interest rate to
the amortised cost of the financial asset. If the asset is no longer credit-impaired,
then the calculation of interest income reverts to the gross basis.

For financial assets that were purchased or originated credit-impaired on initial
recognition, interest income is calculated by applying the credit-adjusted effective
interest rate to the amortised cost of the asset. The calculation of interest income
does not revert to a gross basis, even if the credit risk of the asset improves.

For information on when financial assets are credit-impaired, please refer to Note
2(h)(vii).

Fee and Commission

Fee and commission income and expense that are integral to the effective interest
rate on a financial asset or financial liability are included in the effective interest rate
calculation (Note 2(e)).

Other fee and commission income is recognised in the income statement when
the corresponding service is provided. Origination or commitment fees received/
paid by the Group which result in the creation or acquisition of a financial asset
are deferred and recognised as an adjustment to the effective interest rate. If it
is uncertain that a loan commitment will result in draw-down of a loan, then the
related loan commitment fee is recognised as revenue on a straight-line basis over
the commitment period.

Other fee and commission expenses relate mainly to transaction and service fees,
which are expensed when the services are received.

Other Revenue Recognition

Other revenue is measured at the fair value of the consideration received or
receivable. Provided it is probable that economic benefits will flow to the Group and
the revenue and costs, if applicable, can be measured reliably, revenue is recognised
in the income statement as follows:

(i) Net income from financial instruments at fair value through profit or loss and
net trading income
Net income from financial instruments designated as at FVTPL, net income from
non-trading financial assets mandatorily measured at FVTPL and net trading
income comprises all gains and losses from changes in fair value (net of accrued
coupon) of such financial assets and financial liabilities, together with foreign
exchange differences and dividend income attributable to these financial
instruments. Coupon interest from these financial assets and financial liabilities
measured at FVTPL is accrued and presented as interest income or interest
expense.
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(ii) Finance income from finance leases

(iii

=

(iv)

Finance income implicit in finance leases is recognised as interest income over
the period of the lease so as to produce an approximately constant periodic rate
of return of the outstanding net investment in the leases for each accounting
period.

Rental income from operating leases

Rental income received under operating leases is recognised as other operating
income in equal instalments over the periods covered by the lease term, except
where an alternative basis is more representative of the pattern of benefits to
be derived from the leased asset. Lease incentives granted are recognised in
the income statement as an integral part of the aggregate net lease payments
receivable. Contingent rentals receivable are recognised as income in the
accounting period in which they are earned.

Dividend income

Dividend income from unlisted investments is recognised when the
shareholder’s right to receive payment is established unconditionally. Dividend
income from listed investments is recognised when the share price of the
investment is quoted ex-dividend.

(h) Financial Instruments

i

)

Initial recognition

The Group initially recognises financial assets and financial liabilities on the date
it becomes a party to the contractual provisions of the instrument. A regular
way purchase or sale of investment securities classified as measured at FVTPL,
fair value through other comprehensive income (FVOCI) financial assets and
financial liabilities at FVTPL or debts issued are recognised using trade date
accounting. Other financial assets and financial liabilities are recognised using
settlement date accounting.

Financial instruments are measured initially at fair value, which normally will be
equal to the transaction price plus, in case of a financial asset or financial liability
not held at fair value through profit or loss, transaction costs that are directly
attributable to the acquisition of the financial asset or issue of the financial
liability. Transaction costs on financial assets and financial liabilities at fair value
through profit or loss are expensed immediately.

Any gains and losses of the financial assets or financial liabilities measured at
fair value arising from changes in fair value are recorded from the date of initial
recognition.

Accrued contractual interests from financial assets and liabilities are presented
as accrued interest receivables and payables separately in the financial
statements.

(ii)

(iii

=

(iv)

(h) &
0]
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(i) Classification

Financial assets and liabilities

Financial assets

On initial recognition, a financial asset is classified as measured at: amortised
cost, FVOCI or FVTPL.

A financial asset is measured at amortised cost if it meets both of the following
conditions and is not designated as at FVTPL:

e the asset is held within a business model whose objective is to hold assets
to collect contractual cash flows; and

e the contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal
amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of the following
conditions and is not designated as at FVTPL:

e the asset is held within a business model whose objective is achieved by
both collecting contractual cash flows and selling financial assets; and

e the contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal
amount outstanding.

On initial recognition of an equity investment that is not held for trading, the
Group may irrevocably elect to present subsequent changes in fair value in other
comprehensive income — (Note 2(n)). This election is made on an investment-by-
investment basis.

All other financial assets are classified as measured at FVTPL.

In addition, on initial recognition, the Group may irrevocably designate a
financial asset that otherwise meets the requirements to be measured at
amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

Business model assessment

The Group makes an assessment of the objective of a business model in which
an asset is held at a portfolio level because this best reflects the way the business
is managed and information is provided to management. The information
considered includes:

e the stated policies and objectives for the portfolio and the operation of
those policies in practice. In particular, whether management'’s strategy
focuses on earning contractual interest revenue, maintaining a particular
interest rate profile, matching the duration of the financial assets to the
duration of the liabilities that are funding those assets or realising cash flows
through the sale of the assets;
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e how the performance of the portfolio is evaluated and reported to the
Group’s management;

e the risks that affect the performance of the business model (and the
financial assets held within that business model) and how those risks are
managed;

e how managers of the business are compensated — e.g. whether
compensation is based on the fair value of the assets managed or the
contractual cash flows collected; and

e the frequency, volume and timing of sales in prior periods, the reasons
for such sales and its expectations about future sales activity. However,
information about sales activity is not considered in isolation, but as part of
an overall assessment of how the Group’s stated objective for managing the
financial assets is achieved and how cash flows are realised.

Financial assets that are held for trading or managed and whose performance is
evaluated on a fair value basis are measured at FVTPL because they are neither
held to collect contractual cash flows nor held both to collect contractual cash
flows and to sell financial assets.

Assessment whether contractual cash flows are solely payments of principal and
interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the
financial asset on initial recognition. ‘Interest’ is defined as consideration for the
time value of money and for the credit risk associated with the principal amount
outstanding during a particular period of time and for other basic lending risks
and costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal
and interest, the Group considers the contractual terms of the instrument. This
includes assessing whether the financial asset contains a contractual term that
could change the timing or amount of contractual cash flows such that it would
not meet this condition. In making the assessment, the Group considers:

e contingent events that would change the amount and timing of cash flows;

e leverage features;
e prepayment and extension terms;
e terms that limit the Group’s claim to cash flows from specified assets (e.g.

non-recourse asset arrangements); and

e features that modify consideration of the time value of money (e.g. periodic
reset of interest rates).
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Reclassifications

Financial assets are not reclassified subsequent to their initial recognition,
except in the period after the Group changes its business model for managing
financial assets. When (and only when) the Group changes its business model
for managing financial assets, it reclassifies all affected financial assets in
accordance with the new business model. The reclassification should be applied
prospectively from the ‘reclassification date’, which is defined as, ‘the first day
of the first reporting period following the change in business model that results
in reclassifying financial assets’. Accordingly, any previously recognised gains,
losses or interest will not be restated.

If a financial asset is reclassified out of the amortised cost measurement
category and into the FVTPL or FVOCI measurement category, its fair value is
measured at the reclassification date. Any gain or loss arising from a difference
between the previous amortised cost of the financial asset and fair value is
recognised in profit or loss (if reclassification as FVTPL measurement category)
or is recognised in other comprehensive income (if reclassification as FVOCI
measurement category).

If a financial asset is reclassified out of the FVOCI measurement category and
into the amortised cost measurement category, the financial asset is reclassified
at its fair value at the reclassification date. However, the cumulative gain or loss
previously recognised in other comprehensive income is removed from equity
and adjusted against the fair value of the financial asset at the reclassification
date. As a result, the financial asset is measured at the reclassification date as if
it had always been measured at amortised cost.

If a financial asset is reclassified out of the FVOCI measurement category and
into the FVTPL measurement category, the financial asset continues to be
measured at fair value. The cumulative gain or loss previously recognised in
other comprehensive income is reclassified from equity to profit or loss as a
reclassification adjustment at the reclassification date.

If a financial asset is reclassified out of the FVTPL measurement category
and into the amortised cost measurement category, its fair value at the
reclassification date becomes its new gross carrying amount.

If an entity reclassifies a financial asset out of the FVTPL measurement category
and into the FVOCI measurement category, the financial asset continues to be
measured at fair value and subsequent changes in fair value will be recognised
in other comprehensive income.

Financial liabilities
The Group classifies its financial liabilities, other than financial guarantees and
loan commitments, as measured at amortised cost or FVTPL.
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(iv)

The Group may, at initial recognition, irrevocably designate a financial liability as
at FVTPL in either of the following circumstances:

e agroup of liabilities or a group of financial assets and liabilities is managed
and its performance is evaluated and reported internally on a fair value
basis; or

e the designation eliminates or significantly reduces a measurement or
recognition inconsistency that would otherwise arise from measuring assets
or liabilities or recognising the gains and losses on them on different bases.

Fair value measurement principles

The fair value of financial instruments is based on their quoted market prices
at the end of the reporting period without any deduction for estimated future
selling costs.

If there is no publicly available latest traded price nor a quoted market price on
a recognised stock exchange or a price from a broker/dealer for non-exchange-
traded financial instruments or if the market for it is not active, the fair value of
the instrument is estimated using valuation techniques that provide a reliable
estimate of prices which could be obtained in actual market transactions.

Where discounted cash flow techniques are used, estimated future cash flows
are based on management’s best estimates and the discount rate used is a
market rate at the end of the reporting period applicable for an instrument with
similar terms and conditions. Where other pricing models are used, inputs are
based on market data at the end of the reporting period.

Derecognition

The Group derecognises a financial asset when the contractual rights to receive
the cash flows from the financial asset expire, or where the financial asset,
together with substantially all the risks and rewards of ownership, have been
transferred.

On derecognition of a financial asset, the difference between the carrying
amount of the asset (or the carrying amount allocated to the portion of the
asset derecognised) and the sum of (i) the consideration received (including any
new asset obtained less any new liability assumed) and (ii) any cumulative gain
or loss that had been recognised in other comprehensive income is recognised
in the income statement. Any cumulative gain/loss recognised in other
comprehensive income in respect of equity investment securities designated as
at FVOCI is not recognised in the income statement on derecognition of such
securities, as explained in (Note 2(n)).

A financial liability is derecognised when the obligation specified in the contract
is discharged, cancelled or expires.

The Group uses the weighted average or first-in first-out method, where
appropriate, to determine realised gains and losses to be recognised in the
income statement on derecognition.

(iii

=

(iv)
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(v) Modifications of financial assets and financial liabilities

=

If the terms of a financial asset are modified, the Group evaluates whether the
cash flows of the modified asset are substantially different. If the cash flows
are substantially different, then the contractual rights to cash flows from the
original financial asset are deemed to have expired. In this case, the original
financial asset is derecognised (Note 2(h)(iv)) and a new financial asset is
recognised at fair value.

If the cash flows of the modified asset carried at amortised cost are not
substantially different, then the modification does not result in derecognition
of the financial asset. In this case, the Group recalculates the gross carrying
amount of the financial asset and recognises the amount arising from adjusting
the gross carrying amount as a modification gain or loss in the income
statement. If such a modification is carried out because of financial difficulties
of the borrower (Note 2(h)(vii)), then the gain or loss is presented together with
impairment losses. In other cases, it is presented as interest income.

The Group derecognises a financial liability when its terms are modified and the
cash flows of the modified liability are substantially different. In this case, a new
financial liability based on the modified terms is recognised at fair value. The
difference between the carrying amount of the financial liability extinguished
and the new financial liability with modified terms is recognised in the income
statement.

Offsetting

Financial assets and financial liabilities are offset and the net amount is reported
in the statement of financial position only where there is a legally enforceable
right to set off the recognised amounts and there is an intention to settle on a
net basis, or realise the asset and settle the liability simultaneously.

(vii) Impairment

The Group recognises loss allowances for expected credit losses (ECL) on the

following financial instruments that are not measured at FVTPL:

e financial assets that are debt instruments;

e |ease receivables;

e financial guarantee contracts issued;

e |oan commitments issued; and

e contract assets.

No impairment loss is recognised on equity investments.
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The Group measures loss allowances for 12-month or lifetime ECL using a
3-stage approach as follows:

Stage Description
423 f
1 Performing
BT
2 Performing but with credit risk increased significantly at reporting date

since its initial recognition
BITHERBRER - EERRBTRERAREEZEM
3 Non-performing

TR

12-month ECL is the portion of ECL that result from default events on a financial
instrument that are possible within the 12 months after the reporting date.

The Group adopts the criteria of stage allocation as follows:

HKMA's 5-Grade Asset classification

RERITEMRADT | 2019F 3 | 185

AEEFERIEEAFTE12EARAH
HRZRBAEERROBREEFNT

Impairment Loss Allowance Measurement

RERKEET R

12-month ECL
REARZBHREERK
Lifetime ECL

BRHEAZBREEEX
Lifetime ECL
BRHEAZ BREEEX

REAAZEREERRESRTAL
BRERRZ12BEARN  FAEBEENS
HHBHRMEERK -

REBERAEBRDEAEALNT

Stage Allocation

EERNSREERTR B BR 70
General (i.e. do not meet the Bank’s criteria of “Significant Increase of Credit Risk”) 1

Pass —RETFERTHEERRBZIE M 6ER)

af Meet the Bank’s criteria of “Significant Increase of Credit Risk” 2
FAATHEERERREZEE N f2El

Special Mention 2

FE2ET

Substandard

R

Doubtful 2

R

Loss

BB

The criteria of “significant increase of credit risk” has taken into consideration
of two key factors:

1. The exposure has a significant deterioration of internal or external rating as
compared with the rating at the time when the exposure was originated;
and

2. The rating of the exposure falls out of the “Low-Credit Risk Threshold” that
is equivalent to the globally understood definition of “investment grade”.
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Measurement of ECL
ECL are a probability-weighted estimate of credit losses under different
economic scenarios. They are measured as:

Exposure at Default x Probability of Default x Loss Given Default

Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at
amortised cost and debt financial assets carried at FVOCI are credit-impaired.
A financial asset is ‘credit-impaired’ 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 but not limited to the
following observable data:

e significant financial difficulty of the borrower or issuer;
e abreach of contract such as a default or past due event;

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

e it is becoming probable that the borrower will enter bankruptcy or other
financial reorganisation; or

e the disappearance of an active market for a security because of financial
difficulties.

A loan that has been renegotiated due to a 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 loan that is
overdue for 90 days or more is considered impaired.

Presentation of allowance for ECL in the statement of financial position
Loss allowances for ECL are presented in the statement of financial position as
follows:

e financial assets measured at amortised cost: as a deduction from the gross
carrying amount of the assets;

e Joan commitments and financial guarantee contracts: generally, as a
provision on the liabilities side; and

e debt instruments measured at FVOCI: no loss allowance is presented in
the statement of financial position because the carrying amount of these
assets is their fair value, inclusive of any ECL. However, the loss allowance is
recognised in the fair value reserve and disclosed separately.
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Write-off

Loans and debt securities are written off (either partially or in full) when there
is no realistic prospect of recovery. This is generally the case when the Group
determines that the borrower does not have assets or sources of income
that could generate sufficient cash flows to repay the amounts subject to the
write-off. However, financial assets that are written off could still be subject
to enforcement activities in order to comply with the Group’s procedures for
recovery of amounts due.

Trading Assets and Liabilities

Trading assets and liabilities are those assets and liabilities which are acquired or
incurred principally for the purpose of selling or repurchasing them in the near
term, or are part of a portfolio of identified financial instruments that are managed
together and for which there is evidence of a recent actual pattern of short-term
profit-taking. Trading assets and liabilities are initially recognised and subsequently
measured at FVTPL.

Contract Assets and Liabilities

When revenue is recognised by transferring goods or services to a customer before
the consideration is received or before payment is due, the Group presents the
contract as a contract asset, excluding any amounts presented as a receivable. A
contract asset is recognised in statement of financial position when there is a right
to consideration that is conditional on factors other than the passage of time. The
contract asset is transferred to receivables when the right to consideration becomes
unconditional. Impairment of a contract asset is measured on the same basis as a
financial asset as (Note 2(h)(vii)) above. The Group presents the contract assets in
“other accounts” of other assets in the statement of financial position.

A contract liability is recognised when a customer pays non-refundable
consideration before the Group transfers a good or service to the customer or
when the Group has a right to an amount of non-refundable consideration that
is unconditional when the payment is made or the payment is due (whichever is
earlier). The Group presents the contract liabilities in “other accounts” of other
liabilities in the statement of financial position.

As a practical expedient, the Group does not adjust the promised amount of
consideration for the effects of a significant financing component if the Group
expects, at contract inception, that the period between when the entity transfers a
promised good or service to a customer and when the customer pays for that good
or service will be one year or less. The Group may recognise the incremental costs of
obtaining a contract as an expense when incurred if the amortisation period of the
asset that the Group otherwise would have recognised is one year or less.

)

()
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(k) Hedging
Hedge accounting recognises the offsetting effects on income statement of changes

in

the fair values of the hedging instrument and the hedged item. The Group

assesses and documents whether the financial instruments that are used in hedging

transactions are highly effective in offsetting changes in fair values or cash flows

of hedged items attributable to the hedged risks both at hedge inception and on

an ongoing basis. The Group discontinues prospectively hedge accounting when

0

the hedging instrument expires or is sold, terminated or exercised; (ii) the hedge

no longer meets the criteria for hedge accounting; or (i) the Group revokes the

designation.

0

Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the
variability in cash flows of a recognised asset or liability, or a highly probable
forecast transaction, or the foreign currency risk of a committed future
transaction, the effective part of any gain or loss on remeasurement of the
derivative financial instrument to fair value is recognised in other comprehensive
income and accumulated separately in equity in the hedging reserve. The
ineffective portion of any gain or loss is recognised immediately in the income
statement.

If the hedge of a forecast transaction subsequently results in the recognition
of a non-financial asset or non-financial liability, the associated gain or loss
is reclassified from equity to be included in the initial cost or other carrying
amount of the non-financial asset or liability. If a hedge of a forecast transaction
subsequently results in the recognition of a financial asset or a financial liability,
the associated gain or loss is reclassified from equity to the income statement in
the same period or periods during which the asset acquired or liability assumed
affects the income statement (such as when interest income or expense is
recognised).

For cash flow hedges, other than those covered by the preceding two policy
statements, the associated gain or loss is reclassified from equity to the income
statement in the same period or periods during which the hedged forecast
transaction affects the income statement. When a hedging instrument expires
or is sold, terminated or exercised, or the Group revokes designation of the
hedge relationship but the hedged forecast transaction is still expected to occur,
the cumulative gain or loss at that point remains in equity until the transaction
occurs and is recognised in accordance with the above policy. If the hedged
transaction is no longer expected to take place, the cumulative unrealised gain
or loss is reclassified from equity to the income statement immediately.
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(ii)

(iii)

Fair value hedges

A fair value hedge seeks to offset risks of changes in the fair value of recognised
asset or liability that will give rise to a gain or loss being recognised in the
income statement.

The hedging instrument is measured at fair value, with fair value changes
recognised in the income statement. The carrying amount of the hedged item
is adjusted by the amount of the changes in fair value of hedging instrument
attributable to the risk being hedged. This adjustment is recognised in the
income statement to offset the effect of the gain or loss on the hedging
instrument.

When a hedging instrument expires or is sold, terminated or exercised, the
hedge no longer meets the criteria for hedge accounting, or the Group revokes
designation of the hedge relationship, any adjustment up to that point, to a
hedged item for which the effective interest method is used, is amortised to the
income statement as part of the recalculated effective interest rate of the item
over its remaining life.

Hedge effectiveness testing

In order to qualify for hedge accounting, the Group carries out prospective
effectiveness testing to demonstrate that it expects the hedge to be highly
effective at the inception of the hedge and throughout its life. Actual
effectiveness (retrospective effectiveness) is also demonstrated on an ongoing
basis.

The documentation of each hedging relationship sets out how the effectiveness
of the hedge is assessed. The method which the Group adopts for assessing
hedge effectiveness will depend on its risk management strategy.

For fair value hedge relationships, the Group utilises the cumulative dollar offset
method or regression analysis as effectiveness testing methodologies. For cash
flow hedge relationship, the Group utilises the change in variable cash flow
method or the cumulative dollar offset method using the hypothetical derivative
approach.

For prospective effectiveness, the hedging instrument must be expected to
be highly effective in achieving offsetting changes in fair value or cash flows
attributable to the hedged risk during the period for which the hedge is
designated. For actual effectiveness, the changes in fair value or cash flows must
offset each other in the range of 80 per cent to 125 per cent for the hedge to
be deemed effective.
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Derivatives

Derivatives are recognised initially and are subsequently remeasured, at fair value.
Derivatives are classified as assets when their fair value is positive or as liabilities
when their fair value is negative, this includes embedded derivatives which are
bifurcated from the host contract, when they meet the definition of a derivative on
a standalone basis.

Derivatives may be embedded in another contractual arrangement (a host contract).
The Group accounts for an embedded derivative separately from the host contract
when:

e the host contract is not an asset in the scope of HKFRS 9;

e the host contract is not itself carried at FVTPL;

e the terms of the embedded derivative would meet the definition of a derivative

if they were contained in a separate contract; and

e the economic characteristics and risks of the embedded derivative are not
closely related to the economic characteristics and risks of the host contract.

Separated embedded derivatives are measured at fair value, with all changes in fair
value recognised in profit or loss unless they form part of a qualifying cash flow or
net investment hedging relationship.

(m)Loans and Advances

Loans and advances mainly comprise placements with and advances to banks and
other financial institutions, trade bills and loans and advances to customers:

e |oans and advances measured at amortised cost (Note 2(h)(ii)); they are
initially measured at fair value plus incremental direct transaction costs, and
subsequently at their amortised cost using the effective interest method,;

e |oans and advances mandatorily measured at FVTPL or designated as at FVTPL
(Note 2(h)(ii)); these are measured at fair value with changes recognised
immediately in the income statement;

e Joans and advances measured at FVOCI (Note 2(h)(ii)); and

e finance lease receivables (Note 2(s)).

When the Group purchases a financial asset and simultaneously enters into an
agreement to resell the asset (or a substantially similar asset) at a fixed price on a
future date (reverse repo or stock borrowing), the arrangement is accounted for as a
loan or advance, and the underlying asset is not recognised in the Group's financial
statements.

() fT£TA

PTET AMIaRER R ERR AT EEEN
B -EMETANATEERESRK T4
ENBREE  EATEERBEN 17
TRADERERE EREEBLERLE
FRITATATREREIAERSFHRAR
ETH-

HE H
oY B

=

N

<
A

TETAARERAS—ER(EAR) -ET
FIBRT ARBEEORFEIERRERA
WPTAETA :

o ZREIARAFE(EEHMBREER)F
OFMEENAE

* ZREIARTEB

e

BEEARRATFEER

o MAPTETAMGRUREEEEBN
BRF  FETEIANESR R

o ZMATAETAMNKEFERERRET
& R IFE = BER o

DENRARTETRERATEENE 2
FEENMAEZESISEWRENTER B
IR A BRREMEIFRE T AEN

— 5 -

(MERK K

EFMBREIERRBRERTRAMSRERE
NERRBR BFRBENBLPERRER

o IREERCREROBRRIBR (K2
() + 419 bA 2 F (B 00 - B AR R
P L ETE RE TR P RS 2
HRARHE

o BHEMBBERURRAFEEFTEN
B RER (B EE2h)0) « ARFEE
T8 REBHVAERSRAER

o BEHMEEWSEARBRAFEENE
R EBF (RE2(h)I)) + &

o RAMERUFR (KFE2)) °

EAKEREESRAEEIL R BEAR
REMEEER(RAQDEIBREEN) #
CEEGREE LRUNEE) - 22
ERERRBRARK  HBBEETSELE
BB IR P ER



(n) Investment Securities

The ‘investment securities’ caption in the statement of financial position includes:

e debt investment securities measured at amortised cost (Note 2(h)(ii)); these are
initially measured at fair value plus incremental direct transaction costs, and
subsequently at their amortised cost using the effective interest method;

e debt and equity investment securities mandatorily measured at FVTPL or
designated as at FVTPL (Note 2(h)(ii)); these are measured at fair value with
changes recognised immediately in the income statement;

e debt securities measured at FVOCI (Note 2(h)(ii)); and

e equity investment securities designated as at FVOCI (Note 2(h)(ii)).

For debt securities measured at FVOCI, gains and losses are recognised in other
comprehensive income, except for the following, which are recognised in the
income statement in the same manner as for financial assets measured at amortised
cost:

e interest revenue using the effective interest method,;
e ECL and reversals; and
e foreign exchange gains and losses.

When debt security measured at FVOCI is derecognised, the cumulative gain or loss
previously recognised in OCl is reclassified from equity to the income statement.

The Group elects to present in OCI changes in the fair value of certain investments
in equity instruments that are not held for trading. The election is made on an
instrument-by-instrument basis on initial recognition and is irrevocable.

Gains and losses on such equity instruments are never reclassified to the income
statement and no impairment is recognised in the income statement. Dividends
are recognised in the income statement unless they clearly represent a recovery
of part of the cost of the investment, in which case they are recognised in
other comprehensive income. Cumulative gains and losses recognised in other
comprehensive income are transferred to retained earnings on disposal of an
investment.
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(o) Properties

0

(ii)

(iii

=

Bank premises are stated in the statement of financial position at cost or at
Directors’ valuation as of 1989, by reference to an independent professional
valuation, less accumulated depreciation and accumulated impairment loss
(Note 2(r)).

When a deficit arises on revaluation, it will be charged to the income statement,
to the extent that it exceeds the amount held in the bank premises revaluation
reserve in respect of that same asset immediately prior to the revaluation; and
when a surplus arises on revaluation, it will be credited to the income statement,
to the extent that a deficit on revaluation in respect of that same asset had
previously been charged to the income statement.

In preparing these financial statements, advantage has been taken of the
transitional provisions set out in paragraph 80AA of HKAS 16 “Property, Plant
and Equipment” issued by the HKICPA, with the effect that bank premises have
not been revalued to fair value at the end of the reporting period.

Investment properties are properties which are held either to earn rental income
or for capital appreciation or for both. Investment properties are stated at fair
value. Investment properties are valued semi-annually by external independent
valuation companies, having an appropriate recognised professional
qualification and recent experience in the location and category of property
being valued. No allowance has been made in the valuations for any charges,
mortgages or amounts owing on the properties nor any expenses or taxation
which may be incurred in effecting a sale.

Any gain or loss arising from a change in fair value is recognised in the income
statement. Rental income from investment property is accounted for as
described in (Note 2(g)(iii)).

When a bank property is transferred to investment property following a change
in its use, any differences arising at the date of transfer between the carrying
amount of the bank property immediately prior to transfer and its fair value is
recognised as a revaluation of bank premises as described in (Note 2(0)(i)).

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

A property interest under a lease was classified and accounted for as an
investment property when the Group holds it to earn rentals or for capital
appreciation or both. Any such property interest under a lease classified as an
investment property is carried at fair value. Lease payments are accounted for as
described in (Note 2(s)).

Profit or loss on disposal of bank premises and investment properties is
determined as the difference between the net sales proceeds and the carrying
amount of the asset and is recognised in the income statement upon disposal.
Any surplus that is included in the bank premises revaluation reserve related to
the bank premises disposed is transferred to the general reserve.
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(p) Amortisation and Depreciation

(i) Bank premises

Freehold land is not amortised. Leasehold land held for own use under an
operating lease, the fair value of which cannot be measured separately from
the fair value of a building situated thereon at the inception of the lease, is
accounted for as being held under a finance lease. Leasehold land is amortised
on a straight line basis over the remaining term of the lease. Buildings are
depreciated on a straight line basis at rates calculated to write off the cost
or valuation of each building over its estimated useful life of 50 years or the
remaining lease period of the land on which it is situated, whichever is the
shorter.

Investment properties are not depreciated.

(ii) Other fixed assets
Other fixed assets are stated in the statement of financial position at cost less
accumulated depreciation and impairment losses, which is calculated on a
straight line basis to write off the assets over their estimated useful lives from 4
to 20 years.

(q) Goodwill

Goodwill represents the excess of

(i) the aggregate of the fair value of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of the Group’s
previously held equity interest in the acquiree; over

(i) the Group’s interest in the net fair value of the acquiree’s identifiable assets and
liabilities measured as at the acquisition date.

When (ii) is greater than (i), then this excess is recognised immediately in profit or
loss as a gain on a bargain purchase.

Goodwill is stated at cost less any accumulated impairment losses. Goodwill arising
on a business combination is allocated to each cash-generating unit, or groups
of cash-generating units, that is expected to benefit from the synergies of the
combination and is tested annually for impairment (Note 2(r)).

On disposal of a cash-generating unit, any attributable amount of purchased

goodwill is included in the calculation of the profit and loss on disposal.

Expenditure on internally generated goodwill and brands is recognised as an
expense in the period in which it is incurred.

(p)

(a)
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Impairment of Non-Financial Assets

Internal and external sources of information are reviewed at each end of the
reporting period to identify indications that the following assets may be impaired or,
except in the case of goodwill, an impairment loss previously recognised no longer
exists or may have decreased:

— property and equipment (other than properties carried at revalued amounts);

— right-of-use assets;

— investments in subsidiaries, and associates and joint ventures;
— goodwill; and

— intangible assets.

If any such indication exists, the asset’s recoverable amount is estimated. In addition,
for goodwiill, the recoverable amount is estimated annually whether or not there is
any indication of impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs to sell
and value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessments of time value of money and the risks specific to the asset.
Where an asset does not generate cash inflows largely independent of those from
other assets, the recoverable amount is determined for the smallest group of assets
that generates cash inflows independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in the income statement whenever the carrying
amount of an asset, or the cash-generating unit to which it belongs, exceeds its
recoverable amount. Impairment losses recognised in respect of cash-generating
units are allocated first to reduce the carrying amount of any goodwill allocated to
the cash-generating unit (or group of units) and then, to reduce the carrying amount
of the other assets in the unit (or group of units) on a pro rata basis, except that the
carrying value of an asset will not be reduced below its individual fair value less costs
to sell, if measurable, or value in use, if determinable.

Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is reversed if there
has been a favourable change in the estimates used to determine the recoverable
amount. An impairment loss in respect of goodwill is not reversed.

A reversal of impairment losses is limited to the asset's carrying amount that would
have been determined had no impairment loss been recognised in prior years.

Reversals of impairment losses are credited to the income statement in the year in
which the reversals are recognised.
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(s) Leases

Policy applicable from 1st January, 2019

At inception of a contract, the Group assesses whether a contract is, or contains, a
lease. A contract is, or contains, a lease if the contract conveys the right to control
the use of an identified asset for a period of time in exchange for consideration. To
assess whether a contract conveys the right to control the use of an identified asset,
the Group assesses whether:

— the contract involves the use of an identified asset;

— the Group has the right to obtain substantially all of the economic benefits from
use of the asset throughout the period of use; and

— the Group has the right to direct the use of the asset. The Group has this right
when it has the decision- making rights that are most relevant to directing how
and for what purpose the asset is used. In case where the decision about how
and for what purpose the asset is used is predetermined, the Group has the
right to direct the use of the asset if either:

— the Group has the right to operate the asset; or

— the Group designed the asset in a way that predetermines how and for
what purpose it will be used.

This policy is applied to contracts entered into, or changed, on or after 1st January,
2019.

At inception or on reassessment of a contract that contains a lease component, the
Group allocates the consideration in the contract to each lease component on the
basis of their relative stand-alone prices.

(@) As a lessee

The Group recognises a right-of-use asset and a lease liability at the lease
commencement date. The right-of-use asset is initially measured at cost,
which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct
costs incurred. Where applicable, the cost of right-of-use assets also includes
an estimate of costs to dismantle and remove the underlying asset or to restore
the underlying asset or the site on which it is located, less any lease incentives
received.

The right-of-use asset is subsequently at cost less any accumulated depreciation
and impairment losses (Note 2(r)), and adjusted for certain remeasurements of
the lease liability. When a right-of-use asset meets the definition of investment
property, it is initially measured at cost, and subsequently at fair value, in
accordance with the accounting policy set out in (Note 2(0)(ii)).

The lease liability is initially measured at the present value of the lease payments
that are not paid at the commencement date, discounted using the interest
rate implicit in the lease or, if that rate cannot be readily determined, the
Group's incremental borrowing rate. Generally, the Group uses its incremental
borrowing rate as the discount rate.
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The lease liability is subsequently increased by the interest cost on the lease
liability and decreased by lease payment made. Lease payment included in the
measurement of the lease liability comprise the following:

- fixed payments, including in-substance fixed payments;

— variable lease payments that depend on an index or a rate, initially
measured using the index or rate as at the commencement date;

— amounts expected to be payable under a residual value guarantee; and

— the exercise price under a purchase option that the Group is reasonably
certain to exercise, lease payments in an optional renewal period if the
Group is reasonably certain to exercise an extension option, and penalties
for early termination of a lease unless the Group is reasonably certain not to
terminate early.

The lease liability is measured at amortised cost using the effective interest
method (Note 6 and Note 38). It is remeasured when there is a change in future
lease payments arising from a change in an index or rate, a change in the
Group's estimate of the amount expected to be payable under a residual value
guarantee, or as appropriate, changes its assessment of whether a purchase or
extension option is reasonably certain to be exercised or a termination option is
reasonably certain not to be exercised.

When the lease liability is remeasured in this way, a corresponding adjustment is
made to the carrying amount of the right-of-use asset, or is recorded in profit or
loss if the carrying amount of the right-of-use asset has been reduced to zero.

The Group has applied judgement to determine the lease term for some lease
contracts in which it is a lessee that include renewal options. The assessment of
whether the Group is reasonably certain to exercise such options impacts the
lease terms, which significantly affects the amount of lease liabilities and right-
of-use assets recognised.

The Group presents right-of-use assets that do not meet the definition of
investment property in “fixed assets” (Note 34) and lease liabilities in “other
liabilities”(Note 38) in the statement of financial position. For the information of
projected cash outflow for lease liabilities and for leases committed but not yet
commenced, please refer to Note 45(d) and Note 47(d).

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease liabilities
for short-term leases that have a lease term of 12 months or less (“short-term
leases”) and leases of underlying assets with an appropriate value of HK$0.04
million or less (“low-value assets”). The Group recognises the lease payments
associated with these leases as an expense on a straight-line basis over the lease
term (Note 13).
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(b) As a lessor

When the Group acts as a lessor, it determines at lease inception whether each
lease is a finance lease or an operating lease.

To classify each lease, the Group makes an overall assessment of whether the
lease transfers substantially all of the risks and rewards incidental to ownership
of the underlying asset. If this is the case, then the lease is a finance lease;
if not, then it is an operating lease. As part of this assessment, the Group
considers certain indicators such as whether the lease is for the major part of the
economic life of the asset.

If an arrangement contains lease and non-lease components, the Group applied
HKFRS 15 to allocate the consideration in the contract.

The amounts due from lessees in respect of finance leases are recorded in the
statement of financial position as advances to customers at the amounts of net
investment which represent the total rentals receivable under finance leases
less unearned income. Revenue arising from finance leases is recognised in
accordance with the Group’s revenue recognition policies, as set out in Notes
2(g)(ii) and 2(e).

The Group recognises lease payments received under operating leases as
income on a straight-line basis over the lease period as part of ‘other operating
income’, as set out in Note 2(g)(iii).

The accounting policies applicable to the Group as a lessor in the comparative
period were not different from HKFRS 16.

Policy applicable before 1st January, 2019

Leases of assets under which the lessee assumes substantially all the risks and
rewards of ownership are classified as finance leases. Leases of assets under
which the lessor has not transferred all the risks and rewards of ownership are
classified as operating leases.

(i) Assets held under finance leases
The amounts due from lessees in respect of finance leases are recorded in
the statement of financial position as advances to customers at the amounts
of net investment which represent the total rentals receivable under
finance leases less unearned income. Revenue arising from finance leases is
recognised in accordance with the Group’s revenue recognition policies, as
set out in (Note 2(e)).

(i) Assets held for use in operating leases

Where the Group leases out assets under operating leases, the leased assets
are included in the statement of financial position according to their nature
and, where applicable, are depreciated in accordance with the Group’s
depreciation policies, as set out in (Note 2(p)) except where the asset is
classified as an investment property. Impairment losses are accounted for
in accordance with the accounting policy as set out in (Note 2(r)). Revenue
arising from operating leases is recognised in accordance with the Group's
revenue recognition policies, as set out in (Note 2(g)(iii)).
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(iii) Operating lease charges

Where the Group has the use of assets under operating leases, payments
made under the leases are charged to the income statement in equal
instalments over the accounting periods covered by the lease term, except
where an alternative basis is more representative of the pattern of benefits
to be derived from the leased asset. Lease incentives received are recognised
in the income statement as an integral part of the aggregate net lease
payments made. Contingent rentals are charged to the income statement in
the accounting period in which they are incurred.

Repossession of Assets

In the recovery of impaired loans and advances, the Group may take possession of
the collateral assets through court proceedings or voluntary delivery of possession
by the borrowers. In accordance with the Group’s accounting policy set out in (Note
2(h)(vii)), impairment allowances for impaired loans and advances are maintained
after taking into account the net realisable value of the collateral assets, usually
resulting in a partial write-off of the loans and advances against impairment
allowances. Repossessed assets are reported as assets held for sale under other
assets if it is highly probable that the future economic benefits will flow to the
Group, their carrying amount will be recovered through a sale transaction rather
than through continuing use and the assets are available for sale in their present
condition. Related loans and advances are then written off.

Repossessed assets are recorded at the lower of the amount of the related loans
and advances and fair value less costs to sell at the date of exchange. They are not
depreciated or amortised.

Impairment losses on initial classification and on subsequent remeasurement are
recognised in the income statement.

Income Tax

(i) Income tax for the year comprises current tax and movements in deferred tax
assets and liabilities. Current tax and movements in deferred tax assets and
liabilities are recognised in the income statement except to the extent that
they relate to items recognised in other comprehensive income or directly
in equity, in which case the relevant amounts of tax are recognised in other
comprehensive income or directly in equity, respectively.

(i) Current tax is the expected tax payable on the taxable income for the year, using

tax rates enacted or substantively enacted at the end of the reporting period,
and any adjustment to tax payable in respect of previous years.

(iii

=

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts
of assets and liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and unused tax credits.
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Apart from certain limited exceptions, all deferred tax liabilities, and all deferred
tax assets to the extent that it is probable that future taxable profits will be
available against which the asset can be utilised, are recognised. Future taxable
profits that may support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise from the reversal
of existing taxable temporary differences, provided those differences relate to
the same taxation authority and the same taxable entity, and are expected to
reverse either in the same period as the expected reversal of the deductible
temporary difference or in periods into which a tax loss arising from the
deferred tax asset can be carried back or forward. The same criteria are adopted
when determining whether existing deductible temporary differences support
the recognition of deferred tax assets arising from unused tax losses and credits,
that is, those differences are taken into account if they relate to the same
taxation authority and the same taxable entity, and are expected to reverse in a
period, or periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and liabilities
are those temporary differences arising from goodwill not deductible for
tax purposes, the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part of a business
combination), and temporary differences relating to investments in subsidiaries
to the extent that, in the case of taxable differences, the Group controls the
timing of the reversal and it is probable that the differences will not reverse
in the foreseeable future, or in the case of deductible differences, unless it is
probable that they will reverse in the future.

Where investment properties are carried at their fair value in accordance
with the accounting policy set out in (Note 2(o)(ii)), the amount of deferred
tax recognised is measured using the tax rates that would apply on sale of
those assets at their carrying value at the reporting date unless the property
is depreciable and is held within a business model whose objective is to
consume substantially all of the economic benefits embodied in the property
over time, rather than through sale. In all other cases, the amount of deferred
tax recognised is measured based on the expected manner of realisation or
settlement of the carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the reporting date. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each end of the
reporting period and is reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the extent that it becomes probable
that sufficient taxable profit will be available.

Additional income taxes that arise from the distribution of dividends are
recognised when the liability to pay the related dividends is recognised.
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(iv) Current tax balances and deferred tax balances, and movements therein, are
presented separately from each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax assets against deferred
tax liabilities if the Bank or the Group has the legally enforceable right to set
off current tax assets against current tax liabilities and the following additional
conditions are met:

— in the case of current tax assets and liabilities, the Bank or the Group intends
either to settle on a net basis, or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income taxes
levied by the same taxation authority on either:

— the same taxable entity; or

— different taxable entities, which in each future period in which
significant amounts of deferred tax liabilities or assets are expected
to be settled or recovered, intend to realise the current tax assets
and settle the current tax liabilities on a net basis or realise and settle
simultaneously.

Insurance Reserves and Provisions for Outstanding Claims

Insurance reserves, except those attributable to long term business, represent the
proportion of retained premiums written in the year relating to the period of risk
from 1st January in the following year to the subsequent date of expiry of policies
which is carried forward as a provision for unearned premiums and calculated on a
daily basis.

The insurance reserve for long term business is ascertained by actuarial valuation
based on the Group’s estimates of future deaths, investment returns and
administration expenses at each valuation date.

Full provision is made for the estimated cost of claims notified but not settled at the
end of the reporting period and for the estimated cost of claims incurred but not
reported by that date, after deducting the amounts due from reinsurers. Provision
has also been made for the estimated cost of servicing claims notified but not settled
at the end of the reporting period and to meet expenses on claims incurred but not
reported at the end of the reporting period.

These reserves and provisions are classified as other accounts and provisions.

The Group’s operating income from its insurance business is presented as net
insurance revenue in the consolidated income statement. The Group follows the
relevant accounting policies for the recognition of such operating income. Details of
net insurance revenue are set out in Note 11.
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(w)Provisions and Contingent Liabilities

(x

<

Provisions are recognised for liabilities of uncertain timing or amount when the
Group or the Bank has a legal or constructive obligation arising as a result of a past
event, and it is probable that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present value of the expenditures
expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or
the amount cannot be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the occurrence or non-
occurrence of one or more future events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is remote.

Financial Guarantees and Loan Commitments

“Financial guarantees” are contracts that require the Group to make specified
payments to reimburse the holder for a loss that it incurs because a specified
debtor fails to make payment when it is due in accordance with the terms of a debt
instrument. “Loan commitments” are firm commitments to provide credit under
pre-specified terms and conditions.

Financial guarantees issued or commitments to provide a loan at a below-market
interest rate are initially measured at fair value and the initial fair value is amortised
over the life of the guarantee or the commitment. Subsequently, they are measured
at the higher of this amortised amount and the amount of loss allowance (Note 2(h)

(vii).

For other loan commitments, the Group recognises impairment loss allowance (Note

2(h)(vii)).

Liabilities arising from financial guarantees and loan commitments are included
within other liabilities.

(y) Employee Benefits

(i) Salaries, bonuses and leave benefits
Employee entitlements to salaries, annual bonuses, paid annual leave, leave
passage and the cost to the Group of non-monetary benefits are recognised
when they accrue to employees. An accrual is made for the estimated liability for
annual leave as a result of services rendered by employees up to the end of the
reporting period.
Employee entitlements to sick leave and maternity leave are recognised when
the absences occur.

(i) Performance-related bonus plan

Liabilities for performance-related bonus plan, which are due wholly within
twelve months after the end of the reporting period, are recognised when
the Group has a present legal or constructive obligation as a result of services
rendered by employees and a reliable estimate of the obligation can be made.
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(iii) Retirement benefits

(iv,

=

Retirement benefits are provided to eligible staff of the Group. Hong Kong
employees enjoy retirement benefits under either the Mandatory Provident
Fund Exempted ORSO Scheme (“MPFEOS”) or the Mandatory Provident Fund
Scheme (“MPFS”). Both are defined contribution schemes. The employer’s
monthly contributions to both schemes are at a maximum of 10% of each
employee’s monthly salary.

The pension schemes covering all the Group’s PRC and overseas employees are
defined contribution schemes at various funding rates, and are in accordance
with local practices and regulations.

The cost of all these schemes is charged to the income statement for the period
concerned and the assets of all these schemes are held separately from those
of the Group. Under the MPFEQS, the employer’s contribution is not reduced
by contributions forfeited by those employees who leave the scheme prior to
vesting fully in the contributions. Under the MPFS, the employer’s contribution
is reduced by contributions forfeited by those employees who leave the scheme
prior to vesting fully in the contributions.

Share based payments
The option exercise price is equal to the higher of:

(i) the closing price of the Bank’s shares in the Stock Exchange’s daily quotation
sheet on the date of grant of the relevant options; and

(i) an amount equivalent to the average closing price of the Bank's shares as

stated in the Stock Exchange’s daily quotation sheets for the 5 business days

immediately preceding the date of grant of the relevant options.

When the options are exercised, equity is increased by the amount of the
proceeds received. The fair value of share options granted to employees is
recognised as an expense in the income statement with a corresponding
increase in a capital reserve within equity. The fair value is measured at the grant
date using the trinomial model, taking into account the terms and conditions
upon which the options were granted. Where the employees have to meet
vesting conditions before becoming unconditionally entitled to those share
options, the total estimated fair value of the share options is spread over the
vesting period, taking into account the probability that the options will vest.

During the vesting period, the number of share options that is expected to vest
is reviewed. Any resulting adjustment to the cumulative fair value recognised in
prior years is charged or credited to the income statement for the year of the
review unless the original expenses qualify for recognition as an asset, with a
corresponding adjustment to the capital reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the actual number of share
options that vest (with a corresponding adjustment to capital reserve) except
where forfeiture is only due to not achieving vesting conditions that relate to the
market price of the Bank’s shares.
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The equity amount is recognised in capital reserve until either the option is
exercised and new shares allotted (when it is transferred to share capital) or
the option expires (when it is released directly to retained profits). For Grantees
who do not meet the applicable vesting conditions, the unvested options are
forfeited, either in whole or in part. Forfeited share options are cancelled.

(z) Related Parties
For the purposes of these financial statements, a party is considered to be related to
the Group if:

(i) A person, or a close member of that person’s family, is related to the Group if
that person:

(@) has control or joint control over the Group;
(b) has significant influence over the Group; or

(c) is a member of the key management personnel of the Group or the Group's
parent.

(i) An entity is related to the Group if any of the following conditions applies:

(@) The entity and the Group are members of the same group (which means
that each parent, subsidiary and fellow subsidiary is related to the others).

(b) One entity is an associate or joint venture of the other entity (or an associate
or joint venture of a member of a group of which the other entity is a
member).

(c) Both entities are joint ventures of the same third party.

(d) One entity is a joint venture of a third entity and the other entity is an
associate of the third entity.

(e) The entity is a post-employment benefit plan for the benefit of employees
of either the Group or an entity related to the Group.

(f) The entity is controlled or jointly controlled by a person identified in (i).

(9) A person identified in (i)(a) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of
the entity).

(h) The entity, or any member of a group of which it is a part, provides key
management personnel services to the Group or to the Group’s parent.

Close members of the family of a person are those family members who may be
expected to influence, or be influenced by, that person in their dealings with the
entity.
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(aa) Segment Reporting

Operating segments, and the amounts of each segment item reported in the
financial statements, are identified from the financial information provided regularly
to the Group’s most senior executive management for the purposes of allocating
resources to, and assessing the performance of, the Group’s various lines of business
and geographical locations.

Individually material operating segments are not aggregated for financial reporting
purposes unless the segments have similar economic characteristics and are
similar in respect of the nature of products and services, the nature of production
processes, the type or class of customers, the methods used to distribute the
products or provide the services, and the nature of the regulatory environment.
Operating segments which are not individually material may be aggregated if they
share a majority of these criteria.

(ab)Cash and Cash Equivalents

(ac)

For the purposes of the cash flow statement, 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 that are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value.

Deposits, Debt Securities Issued and Capital Instruments
Deposits, debt securities issued and capital instruments are the Group’s sources of
funding.

The Group classifies capital instruments as financial liabilities or equity instruments
in accordance with the substance of the contractual terms of the instruments.

Subsequent to initial recognition deposits, debt securities issued and subordinated
liabilities are measured at their amortised cost using the effective interest method,
except where the Group designates liabilities at fair value through profit or loss.

For those capital instruments classified as equity instruments, they are not
redeemable by holders and bear an entitlement to coupons at the Bank's sole
discretion. Accordingly, they are presented within equity. Distributions thereon are
recognised in equity.
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(ad) Assets Held for Sale

Non-current assets and disposal groups (including both the assets and liabilities of
the disposal groups) are classified as held for sale and measured at the lower of their
carrying amount and fair value less cost to sell when: (a) their carrying amounts will
be recovered principally through sale; (b) they are available for sale in their present
condition; and (c) their sale is highly probable.

Immediately before the initial classification as held for sale, the carrying amounts of
the asset (or assets and liabilities in the disposal group) are measured in accordance
with applicable HKFRSs. On subsequent remeasurement of a disposal group, the
carrying amounts of the assets and liabilities that are not within the scope of the
measurement requirements of HKFRS 5 “Non-current Assets Held for Sale and
Discontinued Operations” are measured in accordance with applicable HKFRSs
before the fair value less costs to sell of the disposal group is determined.

Income earned and expenses incurred on assets and liabilities of disposal groups
held for sale continue to be recognised in the appropriate line items in the income
statement until the transaction is complete.

(ae) Interim Financial Reporting and Impairment

Under the Listing Rules, the Group is required to prepare an interim financial report
in compliance with HKAS 34, Interim financial reporting, in respect of the first six
months of the year. At the end of the interim period, the Group applies the same
impairment testing, recognition, and reversal criteria as it would at the end of the
year (Note 2(h)(vii) and Note 2(r)).

Impairment losses recognised in an interim period in respect of goodwill are not
reversed in a subsequent period. This is the case even if no loss, or a smaller loss,
would have been recognised had the impairment been assessed only at the end of
the financial year to which the interim period relates.
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The Group has initially adopted HKFRS 16 Leases from 1st January, 2019. A number
of other new standards are effective 1st January, 2019 but they do not have a
material effect on the Group’s financial statements. The Group has not applied any
new standard or interpretation that is not yet effective for the current accounting
period.

HKFRS 16 replaces HKAS 17, Leases, and the related interpretations, HK(IFRIC)
4, Determining whether an arrangement contains a lease, HK(SIC) 15, Operating
leases — incentives, and HK(SIC) 27, Evaluating the substance of transactions
involving the legal form of a lease. It introduces a single, on-balance sheet
accounting model for lessees. As a result, the Group, as a lessee, has recognised
right-of-use assets representing its rights to use the underlying assets and lease
liabilities representing its obligation to make lease payments. Lessor accounting
remains similar to previous accounting policies.

The Group has applied HKFRS 16 using the modified retrospective approach, under
which the comparative information presented for 2018 has not been restated — i.e.
it is presented, as previously reported, under HKAS 17 and related interpretations.
The details of the changes in accounting policies are disclosed below.

Definition of a lease

Previously, the Group determined at contract inception whether an arrangement
was or contained a lease under HKFRIC 4 Determining Whether an Arrangement
contains a Lease. The Group now assesses whether a contract is or contains a lease
based on the definition of a lease. Under HKFRS 16, a contract is, or contains, a lease
if the contract conveys a right to control the use of an identified asset for a period
of time in exchange for consideration.

As a lessee
The Group leases many assets, including properties and equipments.

As a lessee, the Group previously classified leases as operating or finance leases
based on its assessment of whether the lease transferred significantly all of the risks
and rewards of ownership. Under HKFRS 16, the Group recognises right-of-use
assets and lease liabilities for most leases — i.e. these leases are on-balance sheet.

However, the Group has elected not to recognise right-of-use assets and lease
liabilities for some leases that have a lease term of 12 months or less (“short-term
leases”), and leases of underlying assets with an approximate value of HK$0.04
million or less (“low-value assets”). The Group recognises the lease payments
associated with these leases as an expense on a straight-line basis over the lease
term.
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The Group presented right-of-use assets in ‘fixed assets’, the same line item as it
presents underlying assets of the same nature that it owns. The carrying amounts of
right-of-use assets are as below.

Bank Premises

173k

HKS Mn B E & 7T

Balance at 1st January M1 A1 BR&ES
Balance at 31st December W12 A31 B &

The Group presented lease liabilities in ‘other liabilities” in the statement of financial
position.

At transition, for leases classified as operating leases under HKAS 17, lease liabilities
were measured at the present value of the remaining lease payments, discounted at
the Group’s incremental borrowing rate as at 1st January, 2019. Right-of-use assets
are measured at an amount equal to the lease liability, adjusted by the amount
of any prepaid or accrued lease payments. The Group applied this approach to all
leases.

The Group used the following practical expedients when applying HKFRS 16 to
leases previously classified as operating leases under HKAS 17.

— Applied the exemption not to recognise right-of-use assets and liabilities for
leases with less than 12 months of lease term.

—  Excluded initial direct costs from measuring the right-of-use asset at the date of
initial application.

— Used hindsight when determining the lease term if the contract contains an
option to extend or terminate the lease.

(3) As a lessor
The Group leases out its investment properties as the lessor of operating leases.

The accounting policies applicable to the Group as a lessor remain substantially
unchanged from those under HKAS 17.

1,099
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(4) Impacts on transition
On transition to HKFRS 16, the Group recognised additional right-of-use assets and

(@) BEXE
PIBEE(EBBME L) B 16585 - A&
EEHRBIMEAEAERFIEAERE
WRBHIAN RAEH KA  BEH B
EMT -

additional lease liabilities, with adjustment of prepaid and accrued lease payments.
The impact on transition is summarised below.

Carrying amount
at 31st December,

Capitalisation of
operating lease

Carrying amount
at 1st January,

2018 contracts 2019
R2018 £ KEHE 20195

12A31AZREE BHERE 1A1BZKREMAE
HKS Mn S B EIT HKS Mn BB HE T HKS Mn B¥E B ETT

Fixed assets EEEE

— Right-of-use assets —ERAREE - 1,108 1,108
Other assets Hith & E

~ Other accounts —HihBRIE 9,294 (20) 9,274
Total Assets HEE 839,451 1,088 840,539
Other liabilities BB &

- Lease liabilities —HEAE - 1,094 1,094

— Other accounts —HhBRIA 26,300 (6) 26,294
Total Liabilities meE 735,876 1,088 736,964

BEEORKEHENHEENEMAEAR
B AEBEFRA201941 A1 BRYESHERK
MERFEREFIR - KA INEFISEE
fERFE%3.65% °

When measuring lease liabilities for leases that were classified as operating leases,
the Group discounted lease payments using its incremental borrowing rate at 1st
January, 2019. The weighted-average incremental borrowing rate applied is 3.65%.

1st January, 2019

2019%F181A

HK$ Mn B E BT

Operating lease commitment at 31st December, 2018 R2018F 12 A31 B 2 C & TR EHRIE 1,085
Less: Commitments relating to leases not yet commenced W R AR T BRI (85)

Less: Commitments relating to leases exempt from
capitalisation: B AT R B AL S TR E AR

— Leases with less than 12 months of lease term

at transition —RNBEBRIRI2EARER EE (58)
~ Leases of low-value assets —EEEEENHE )
Add: Extension options or termination options reasonably m:EEEEERTENTERERERL L
certain to be exercised B 321
1,261
Less: Total future interest expenses B RRF B T (167)
Lease liabilities recognised at 1st January, 2019 R2019F 1 A1 BEERNEEEE 1,094



ASSETS

Cash and balances with banks and other financial
institutions

Placements with and advances to banks and other
financial institutions

Trade bills
Trading assets
Derivative assets
Loans and advances to customers
Investment securities
Amounts due from subsidiaries
Investments in subsidiaries
Investments in associates and joint ventures
Fixed assets
— Investment properties
— Other properties and equipment
— Right-of-use assets
Goodwill and intangible assets
Deferred tax assets
Other assets

Total Assets

EQUITY AND LIABILITIES

Deposits and balances of banks and other financial
institutions

— Designated at fair value through profit or loss
— At amortised cost

Deposits from customers

Derivative liabilities

Certificates of deposit issued
- Designated at fair value through profit or loss
- At amortised cost

Amounts due to subsidiaries

Current taxation

Debt securities issued
- Designated at fair value through profit or loss
— At amortised cost

Deferred tax liabilities

Other liabilities

Loan capital
— Designated at fair value through profit or loss
— At amortised cost

Total Liabilities

Share capital
Reserves

Total equity attributable to owners of the Bank
Additional equity instruments

Total Equity and Liabilities
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Approved and authorised for issue by the Board on 19th February, 2020.

Executive Chairman

RERTERAF

2019
HKS Mn B¥ BB T

21,712

50,958
1,845
1,183
1,139
376,536
115,519
10,952
20,698
4,872
10,450
5,267
4,387
796
1,460
107

10,158

627,589

21,334
3,182
18,152
426,564
3,695
57,464
27,401
30,063
4,117
2,065
389
389
425
8,164
8,563

8,563
532,780

41,379
39,467

80,846
13,963

94,809
627,589
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2018
HKS$ Mn BE B & T

16,072

49,204
6,696
1,376
1,862

349,943

97,365

12,882

18,466
4,756
9,589
5179
4,410
1,460

98
8,573

578,342

19,091
1,335
17,756
403,200
1,839
43,786
9,462
34,324
2,642
1,371
564
407
157
297
6,932
14,936
2,578
12,358

494,658

39,925
34,865

74,790
8,894

83,684
578,342
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Co-Chief Executives

Director

David LI Kwok-po
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Meocre LI Kwok-wing
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

5. INTEREST INCOME F| 24 A
2019 2018
HK$ Mn B¥EERT HKSMn BEBEET
Loans, deposits with banks and financial institutions, ~ B3 ~ RTINS BT
and trade bills F REHRE 23,975 21,472
Investment securities RE®E S
—REHAASRBE M2 E
— measured at amortised cost or FVOC| W AR ATFEBE 4,113 3,609
—BERBBBRIARBRAT
— designated at FVTPL BE 107 109
— R HliRARBEARBE AT
— mandatory at FVTPL EE 245 269
Trading assets RH5RBEE 69 139
28,509 25,598
For the transactions where interest rate risk is hedged, the periodic payments MEHFHFMEEBOZIME  ERFEES
and receipts arising from interest rate contracts which are qualifying hedging MEEMNESREPTALAERNMERS S
instruments for, or individually managed in conjunction with, interest bearing Eﬁlﬁﬁ/\ﬂﬁfiﬂ’\]ﬂ‘ AR PTEERE B
financial assets are first netted together and then combined with the interest income HRBWAEREHE  FRELAEEREE
from the corresponding financial assets. EENTSWRAEH -
The above included HK$28,077 million (2018: HK$25,058 million) interest income, ENRIEE T EN  REIRATEERE
before hedging effect, for financial assets that are not recognised at fair value BROESRMEEZMEWA B 280.77
through profit or loss. 2T (20184 : &% 250.58187T) °
6. INTEREST EXPENSE FE X H
2019 2018
HKS Mn B¥EET HKSMnBBEET
Customer deposits, deposits of banks and other BERER  RITREMSREED
financial institutions F
— at amortised cost — B R A 11,485 10,725
— designated at FVTPL *TEE?%%E%@TQEPA&E%Qﬁ{EfE 65 22
Certificates of deposit and debt securities issued BEENTERERELE
— at amortised cost —BHEKA 1,254 955
— designated at FVTPL —EEABRBBEARMATER 447 275
Subordinated notes carried at amortised cost REHKR AR EER 704 634
Lease liabilities HERE 41 -
Other borrowings H At {8 5K 13 28
14,009 12,639
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Bt % i R YR (&)

REHRHNERBROXSME  FRATEE
BAGENSRE R T AL AERNBESSS
e EXAEENNESQOMEENERX
HRBAELEE FRELARSRAE
EEMFSZHAH -

For the transactions where interest rate risk is hedged, the periodic payments
and receipts arising from interest rate contracts which are qualifying hedging
instruments for, or individually managed in conjunction with, interest bearing
financial liabilities are first netted together and then combined with the interest
expense from the corresponding financial liabilities.

ETBEEHPEEN - KEFRATFEER
RIBDMSRAE M E ST REE 134.57
87T (20184 : B#123.36187L) °

The above included HK$13,457 million (2018: HK$12,336 million) interest expense,
before hedging effect, for financial liabilities that are not recognised at fair value
through profit or loss.

. FEE AND COMMISSION INCOME REEBRFELSW A

Fee and commission income is disaggregated by services: RIS E RAESWADRNT -
2019 2018
HK$ Mn B EERT HKSMn BB EET
Credit cards EAR 1,221 1,125
Loans, overdrafts and guarantees B B RER 752 746
Other retail banking services Hith ZERITIRS 374 343
Trust and other fiduciary activities SRR EMRIEER 338 310
Trade finance BomME 325 342
Securities and brokerage EH R 198 279
Investment products BEEM 114 122
Sale of third party insurance policies HEE=EMRE 90 44
Financial consultancy B 55 A 26 66
Others HA 449 436
Total fee and commission income BRis & KB e WA B 3,887 3,813
of which: Hep:
RIEHER SRR IEE RBRE
Net fee income, other than amounts included in AR ATEESIR S @E
determining the effective interest rate, arising EXBEREELZFREBKA
from financial assets or financial liabilities that (TeERETEAERFIRZ &
are not measured at FVTPL #) 2,956 2,678
Fee income RIS E WA 3,887 3,813
Fee expenses &N (931) (1,135)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R

8. NET TRADING PROFIT X 5 & FF 48
2019 2018
HKS Mn B EERT HKSMn BEEETT
Profit on dealing in foreign currencies and funding
swaps HNEES BB T HNEEH B 399 624
Profit/(Loss) on trading securities R BRESRF/ (BE) 184 (44)
Net gain on derivatives PTETEFEF 194 365
Loss on other dealing activities Hih x5 %K E1E (6) (1
Dividend income from trading equity securities R AERMEBEHFMORELBA 36 50
807 994
9. NET RESULT FROM OTHER FINANCIAL INSIRUMENTS AT FVTPL
BABERURMATEEHMEESMIANFERR
2019 2018
HKS Mn B EET HKSMn BEEETT
Net loss from financial instruments designated at BERBRBRIRMATEES
FVTPL I AN FEE (28) (45)
Net gain/(loss) from financial instruments mandatorily 38 #/1% @ @18 %5 JA B A B {E
measured at FVTPL (other than those included in ESRTAMFERT /(BB (B
net trading profit) BEREERSEMFEAN) 241 (241)
213 (286)
10. NET HEDGING PROFIT %545 R 7F 48
2019 2018
HKS Mn B¥EEBT HKSMnBBESET
Fair value hedges N EEEA
— Net gain on hedged items attributable to the — A BBREEHRIER 2 EHRER
hedged risk EERFERT 1,594 224
— Net loss on hedging instruments — R TEMFEE (1,582) (181)
12 43

H2019F %2018 - BB & M MATESE
WEAEAREBE KSR AR Z BRI DET
B (5F R M 47(b)Giib)) °

There was insignificant ineffectiveness recognised in the Group’s income statement
arising from cash flow hedge for the years 2019 and 2018 (see Note 47(b)(iii)(b)).
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11.NET INSURANCE PROFIT #2735 F

RERTERAR | 2019F 3K | 213

2019 2018
HKS Mn B¥EET HKSMnEBEET
(a) Net insurance profit ) IRBRZE S 5 A
Net interest income R B A 650 530
Net trading (loss)/profit R (BR) HEFEE (101) 10
R B 58 5 B 1 i DA R AR
Net gain/(loss) from other financial instruments AFEESRIAN
mandatory at FVTPL FEF, (E8) 588 (372)
Net insurance premium (b) FIRE (b) 6,058 4,890
Other operating income H A A 1 -
7,196 5,058
Net insurance claims and expenses (c) RIBRRE R HFHE(Q (6,608) (4,781)
588 277
Operating expenses mE (3 @)
Impairment loss on financial instruments ERMBEERERK (23) @)
ﬁ’ii@iﬁﬁi\ﬂﬂiﬁﬂiﬁéuﬁﬂﬁ
Net profit on sale of debt investment securities REBEBHREERMN
measured at FVOC| % A 264 27
826 295
(b) Net insurance premium b) FRE
Gross insurance premium income (Note) REWA BT (1) 6,123 4,954
Reinsurers' share of gross insurance premium
income REWABE 2 HRINE (65) (64)
6,058 4,890
() Net insurance claims and expenses © RBRRERIZLF
Claims, benefits and surrenders paid BENRE Fak 2,915 2,869
Movement in provisions EESH 3,554 1,796
6,469 4,665
Reinsurers’ share of claim, benefits and BERRE  fmRkERZAR
surrenders paid il (322) (376)
Reinsurers’ share of movement in provisions EESEH 2D RO 306 327
(16) (49)
6,453 4,616
Net insurance commission expenses RER & X F5E 155 165
6,608 4,781
Note:  Gross insurance premium income represents gross premiums received and receivable it - REWNA BRE1E B R F KR — IR

in respect of long-term business and general insurance business, net of discounts and

returns.

RHELHEUNRFERRZ RERE
B WEHIEITHIR O
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

B RS e AR MY AR (&)

12. OTHER OPERATING INCOME H#hi&& g A

2019 2018
HKS Mn B¥EEBXT HKSMnBEEETT
Dividend income from equity securities measured at ¥ i 8 E fth 2 [ W g PA R A B
Yeld! B ENRHERREBA 12 23
Rental from safe deposit boxes REpFEME € WA 119 110
Rental income on properties (Note 34(ij) WEMR S WA (B3 34(i) 175 178
Others Hth 79 103
385 414
13. OPERATING EXPENSES #&#& 3% i}
2019 2018
HKS Mn B¥EERT HKSMnBEBEET
Contributions to defined contribution plan* ERUERAES U
— Hong Kong —B5 175 147
- Outside Hong Kong — BB 227 239
Equity settled share-based payment expenses AR AERESNHER
(Note 43(f)) (Ht:E43(1) 23 35
Salaries and other staff costs He REME KA 4,799 4,654
Total staff costs BINAHE 5,224 5,075
Premises and equipment expenses excluding
depreciation TRENENDERZES L
- Rental —H% - 517
— Expenses relating to short-term leases —EHREHAESH 69 -
— Expenses relating to low value assets —EHREEEAEHAEZN 1 =
— Variable lease payments not included in -~ eETEHEaENAETHE
the measurement of lease liabilities KA 4 -
— Maintenance, repairs and others —RE - HEREM 548 588
Total premises and equipment expenses excluding
depreciation TRFBENENMERZBES LBE 622 1,105
Depreciation on (Note 34) W& (H1:34)
- Bank premises, furniture, fixtures and equipment  —773E * {R{fA « K& 530 473
— Right-of-use assets —FRELSERE 397 -
927 473
Amortisation of intangible assets (Note 33(b)) A RS (K12 33b) 14 14
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS ER AR MY AR (&)

2019 2018
HKS Mn B¥EERT HKSMn BEEST

Other operating expenses Hig & 2 i)
— Internet platform charges ~-HHMBTEER 913 183
— Legal and professional fees —EERBEREE 492 410
— Communications, stationery and printing —3@E - XA RENR 268 268
— Advertising expenses -BEE 255 251
— Card related expenses - BBER~IH 174 127
- Stamp duty, withholding taxes and
value added taxes —ENFER - TERT RIEET 117 118
~ Insurance expenses — R & 114 82
— Business promotions and business travel —EBHEREREBIRE 105 127
- Audit fee —Z BB £ 19 18
~ Others —Hh 647 312
Total other operating expenses Hise L s 3,104 1,896
Total operating expenses** IR R 9,891 8,563
*  Forfeited contributions totalling HK$19 million (2018: HK$23 million) were utilised to * EERDRMC HARER 1,900 T (2018
reduce the Group’s contribution during the year. There were no forfeited contributions F :BEM2,300F7T) B #BIER L 7% E /)
available for reducing future contributions at the year end (2018: Nil). L o FRE A A A1 48 )% 44 7 BT F (E AL 1
HKZ B (20184 - #E) ©
** Included in operating expenses are direct operating expenses of HK$5 million (2018: HK$8 * EFRAEE T AR W AR E
million) in respect of investment properties which generated rental income during the year. Y RELHEELE L - %88 388500

BT (20184 : FH 8004 T) °

14. IMPAIRMENT LOSSES ON FINANCIAL INSTRUMENTS €@ T BER{EE %

2019 2018
HKS Mn B¥EEX HKSMnBEEST

Loans and advances to customers EFERRER 7,250 1,159
Others Hith 3 29

7,253 1,188
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R

15.NET PROFIT ON SALE OF FINANCIAL ASSETS MEASURED AT FVOCI
HEBBEHABREARRAFEESRMEE 2FEF

2019 2018
HKS Mn B EERT HKSMn BEEETT
Net profit on sale of debt securities HERBES 2 Fm Al
— Net revaluation gain transferred from reserves —BREERNERRFFE
(Note 43(g)) (Hi:#43() 285 52
— (Loss)/Profit arising in current year —FEREEN (EE)EF (213) 10
72 62
16. NET PROFIT ON SALE OF ASSETS HELD FOR SALE HHEREEHEEE 2 F R F
2019 2018
HK$ Mn B8 EERT HKSMn BEEET
Net profit on sale of properties & W3 2 %6 Al 108 56
Net loss on sale of disposal groups HE L EAR 2 FEE (90) -
18 56
17.NET LOSS ON DISPOSAL OF FIXED ASSETS HEBEEE 2 FEE
2019 2018
HK$ Mn B¥BHER HKSMn BEBEET

Net loss on disposal of bank premises, furniture, HETHE - &AL RIERREZ
fixtures and equipment R 1R (13)

©)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Bt % i R YR (&)

18.INCOME TAX Fr8%i

(a) Taxation in the consolidated income statement represents: () FEWERANBIES :

2019 2018
HKS Mn B¥EET HKSMnBEEST

Current tax — Hong Kong REATIIE BB
Tax for the year REEHE 1,024 829
(Over)Under-provision in respect of prior years FEERECBER) /TR (145) 48
879 877
Current tax — outside Hong Kong R EARR I — BB LAS
Tax for the year REEHE 284 618
Over-provision in respect of prior years AFERERE (138) (4)
146 614
Deferred tax EIET TR
Origination and reversal of temporary differences R E R AR AEREE
(Note 37(b)) (Hiz£37(b)) (1,163) 15
(138) 1,506
The provision for Hong Kong profits tax is calculated at 16.5% (2018: 16.5%) of the BEBTSTH B TR AFE T ERTUR T %
estimated assessable profits for the year. F*E16.5% (20184 : 16.5%) &t H °
Taxation for overseas branches and subsidiaries is charged at the appropriate current BIND 1T I T B A R B SR IR AR HL AL & P IE

rates of taxation ruling in the relevant countries. BIRIRITH R H -
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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18. INCOME TAX (coNTINUED) FT 18 %4 (4)

(b) B8 3 i B2 & 51a R 1238 A Bt R 5t

(b) Reconciliation between tax expense and accounting profit at

applicable tax rates:

BEBENERK:

2019 2018
HKS Mn B¥EEBXT HKSMnBEEETT
Profit before tax B 754 A v £ 3,198 8,060
Notional tax on profit before tax, calculated at the
rates applicable to profits in the tax jurisdictions ~ RIZMAEBEREA 2 FISHH X%
concerned PR A A R T E B B BB K 47 1,407
Tax effect of non-deductible expenses AR R IEL R 329 407
Tax effect of non-taxable revenue BARBTBANTEL L (304) (330)
Tax effect of tax losses not recognised RERNTBRRIETZ 2 1
Recognition of deferred tax assets on prior year tax
losses AFERERARELCHIERE (1 (@)
(Write back of over-provision)/Under-provision in
respect of prior years (BREE) TEERETR (283) 44
Others Hofth 72 (19)
Actual tax (write back credited)/expense charged to
income statement RUER (E#) /SR BT IA (138) 1,506

19.

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT 7] & /& 1 7~ &5 B AR 3R iz F

The consolidated profit attributable to owners of the parent includes a profit of
HK$5,904 million (2018: HK$5,299 million) which has been dealt with in the

financial statements of the Bank.

Reconciliation of the above amount to the Bank’s profit for the year

AHEBRAEERRGS BN E2EEF AR
T B mE N AR FIEH 59.04(8 7T (2018

;B 5299187 -

AT R R I B S5 88 2 Bk

2019 2018
HK$ Mn B¥EERT HKSMn BEEET
Amount of consolidated profit attributable to
equity holders dealt with in the Bank’s financial B ARTTHBEREZIGEBNA
statements SERRESRF 5,904 5,299
Final dividends from subsidiaries and associates
attributable to the profits of the previous financial 78 & 7 F E B 2 7] KB & A 7))
year and general reserves, approved and paid Rk — MR REERBRE - WHEF
during the year E AL AE 216 338
Bank's profit for the year BATEE W Al 6,120 5,637
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(a) Dividends attributable to the year (a) EBAFEERE
2019 2018
HK$ Mn B EET HKSMn BB EET
Interim dividend declared and paid of BEEMIRE kX HEHRE T 28.97
HK$0.11 per share on 2,897 million shares ERRFRER0.117T (20185 ¢
(2018: HK$0.51 per share on 2,808 million 28.08 (B FARE! 0.517T)
shares) (Note 43(k)) (Hizt43(k)) 319 1,432

Second interim dividend paid in respect of the
previous financial year on shares issued under the B X (£ # 45 B 8 RATT R

share option schemes subsequent to the end of FRFEDE L AR ERRRE

the reporting period and before the close of the FEARMHB EFEGRE0.32

Register of Members of the Bank, of HK$0.32 per JTCHYEE — R AR B (2018 £ ¢

share (2018: HK$0.60 per share) fi% 5 #0.607T) - 1

Second interim dividend of HK$0.35 per share on £ HIIRE T 29.06 BRERAE
2,906 million shares (2018: HK$0.32 per share on #0.3570 (20184 : 28.46 (B &

2,846 million shares) B&7&#%0.327T) 1,017 910
Special dividend of HK$0.35 per share on 2,846 R RIRR B T 28.46 B IR B IR 7S
million shares 0.357T - 996
1,336 3,339
The total dividend attributable to the year is HK$0.46 per share (2018: HK$1.18 per EEAREFEREA/ERABE0.467T (2018
share). The second interim dividend has not been recognised as a liability at the end F:GREK1.187T) - RBEHLERBZ
of the reporting period. FEZRFPEHRBTAERRBAE -

(b) Dividends attributable to the previous financial year, approved and (b) REEZERZNBLEERE
paid during the year

2019 2018
HKS Mn B¥EET HKSMnBREET

Second interim dividend in respect of the previous
financial year, approved and paid during the year, & RNz & kX 4 F 28.46 (B B %

of HK$0.32 per share on 2,846 million shares 75#0.32 7T (20184 : 27.65 8%

(2018: HK$0.60 per share on 2,765 million shares) %A% 0.607T) K EEEFE IR

(Note 43(k)) AR B (A2 43(k) 910 1,659
Special dividend of HK$0.35 per share on 2,846 RIS T 28 46 (B IR BB

million shares (Note 43(k)) 0.357C (#7:F43(k) 996 -

1,906 1,659

(c) Distribution to holders of Hybrid/Additional Tier 1 capital (¢) REFESR B —REATHE
instruments BA

2019 2018
HKS Mn B¥EEX HKSMnBEEEST

Interest paid or payable on the Hybrid Tier 1 capital B SERN T EA —REARTAL

instruments (Note 43(k)) B AT B (f7 £ 43(k) 179 212
Amount paid on the Additional Tier 1 capital B FHEIM—RERTAMNFIE
instruments (Note 43(k)) (Hizt43k)) 501 501

680 713
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(a) Basic earnings per share

The calculation of basic earnings per share is based on the consolidated profit for
the year attributable to owners of the parent of HK$2,580 million (2018: HK$5,796
million) after the distribution of HK$680 million (2018: HK$713 million) to Hybrid/
Additional Tier 1 issue holders, and on the weighted average of 2,885 million (2018:
2,805 million) ordinary shares outstanding during the year, calculated as follows:

Weighted average number of ordinary shares

R1ATEMBEETEBR
58 R AR BB TR

Effect of share options exercised and shares issued 2171
in lieu of dividends 0%

Issued ordinary shares at 1st January

Weighted average number of ordinary shares at
31st December

712 A 31 B @R 6 0 T35 2

(b) Diluted earnings per share

The calculation of diluted earnings per share is based on the consolidated profit for
the year attributable to owners of the parent of HK$2,580 million (2018: HK$5,796
million) after the distribution of HK$680 million (2018: HK$713 million) to Hybrid/
Additional Tier 1 issue holders, and on 2,885 million (2018: 2,805 million) ordinary
shares, being the weighted average number of ordinary shares outstanding during
the year, adjusted for the effects of all dilutive potential shares.

Weighted average number of ordinary shares (diluted)

Weighted average number of ordinary shares at

K12 A 31 B & f) a8

Effect of deemed issue of ordinary shares under the R IZRIAERT BB TERFHER
Bank’s share option schemes for nil consideration BE R 2B

31st December

Weighted average number of ordinary shares 12 A 31 BEBIRG & T
(diluted) at 31t December (8H)

(a) BREXRARR

FREABFTIZBRENRRE TBE,H
Sh—REARTAH AR 6.80127T (2018
FRBTIBRIT)RZFENGE RN
FBNASERREN RSB 2580 T
(20184 : B¥S57.96 L) RFEANE &
175 A #0 b4 35920 28.85 8% (2018
F:28.05BB)FTE -

TR 5 &Y HnE 15 2
2019 2018
Number of shares Number of shares
RAEE R E
MnEE MnE &
2,846 2,765
39 40
2,885 2,805

(b) BREERR

FREERFIRREMAKE TEE, &
Sh—REARTAHE AR 6.80127T (2018
FBETIEIL) RZEEANGEEAMNT
BN A S B R RE N 58 25.808 T
(20184 : B 57.96 8 T) Rt FE AP
ﬁﬁﬁ?@&%é%sﬁ'}t BRFHARGH
0 R AR RO I 15 2028.85 8 A% (2018
F:28.05EB)AE -

EBROH T ()

2019 2018

Number of shares Number of shares
RHEE R A

MnEE MnE &

2,885 2,805

2,885 2,805



Directors’ remuneration disclosed pursuant to section 383(1) of the Companies
Ordinance and Part 2 of the Companies (Disclosure of Information about Benefits of
Directors) Regulation is as follows:

Salaries,
allowances
Directors’ and benefits Discretionary
fees in kind bonuses
Fo 28
e REVKRE WAL
HKS Mn HK$ Mn HKS$ Mn
BEEET A¥AEET B%EER
Executive Chairman HTERE
Dr. the Hon. Sir David LI Kwok-po” ~ ZEIEEH+ 0.6 116 5.5
Co-Chief Executives BETHAR
Mr. Adrian David LI Man-kiu® FRERAE 0.4 6.0 3.1
Mr. Brian David LI Man-bun® FRMEE 0.4 6.0 2.1
Non-executive Directors FHTES
Prof. Arthur LI Kwok-cheung FRSHE 05 - -
Mr. Aubrey LI Kwok-sing FEERSE 05 - -
Mr. Winston LO Yau-lai BRERE 0.4 - -
Mr. Stephen Charles LI Kwok-sze FEMTEE 0.4 - -
Dr. Isidro FAINE CASAS pekih-{i- 0.5 - -
Dr. Peter LEF Ka-kit FREE LT 03 - -
Dr. Daryl NG Win-kong ERAET 0.5 - -
Mr. Masayuki OKU RE2 A4 05 - -
Independent Non-executive
Directors BIFHTES
Dr. Allan WONG Chi-yun BEFMRELT 0.9 - -
Dr. the Hon. Rita FAN HSU Lai-tai ~ SE&EHE+ 0.6 - -
Mr. Meocre LI Kwok-wing FRKRE 11 - -
Dr. the Hon. Henry TANG Ying-yen ~ BHEEE L 11 - -
The Hon. CHAN Kin-por BRiEKRZS 03 - -
Dr. Delman LEE FRAREL 0.7 - -
Mr. William Junior Guilherme DOO R &L £ 03 - -
10.0 23.6 10.7
(1) Re-designated from Chairman and Chief Executive to Executive Chairman on 1st July,
2019.
(2) Re-designated from Executive Directors and Deputy Chief Executives to Co-Chief

Executives on 1st July, 2019.

Note:

The share options were granted to Executive Directors under the Bank’s Staff Share

Option Schemes. The values of share options represented the fair values of the share
options granted in 2019 and prior years amortised over the respective vesting periods
without actual cash payment. The details of these benefits in kind are disclosed under
the paragraph “Information on Share Options” in the Report of the Directors and Note

40.
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RIR R BHERI) % 383(1) i R (2 7] (B8
EENFERRADE2HZRERBEES
BemT -

Share options
(Note)

RIRE

(i)

HKS$ Mn
BEBET

(1)

Mt

Retirement
scheme
contributions

2019
Total

BB
HKS Mn
BEEERT

@
HKS$ Mn
BEEERT

14 1.1 26.2

2.4 0.5
1.8 0.5

12.4
10.8

- - 0.5
- - 0.4
- - 0.4
- - 0.5
- - 0.3
- - 0.5

- - 0.9
- - 0.6
- - 11
- - 1.1
- - 0.3
- - 0.7
- - 0.3

11.6 2.1 58.0

R2019F 7 A1 BRERERITHREET
ER]ITESR -

R20194F7 A1 A BBITERFRETTHR
REEDRBFITRES -

BITEFERIRIEATTHIE R B a1 B
RTBIRE - iBIREL BRI ZZHRR
BR2019F R{FFRTIUFEBHA
BN FEE ML HEER AT
1 - BRI S E YW as i) 7F 155 BHRE
ERHEEH [ BIREE R RIZ40
Ao
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Chairman and Chief Executive
Dr. the Hon. Sir David LI Kwok-po

Executive Directors and Deputy
Chief Executives

Mr. Adrian David LI Man-kiu
Mr. Brian David LI Man-bun

Non-executive Directors

Prof. Arthur LI Kwok-cheung

Mr. Aubrey LI Kwok-sing

Mr. Winston LO Yau-lai

Mr. Stephen Charles LI Kwok-sze
Dr. Isidro FAINE CASAS

Dr. Peter LEE Ka-kit

Dr. Daryl NG Win-kong

Mr. Masayuki OKU

Independent Non-executive
Directors

Dr. Allan WONG Chi-yun

Dr. the Hon. Rita FAN HSU Lai-tai
Mr. Meocre LI Kwok-wing

Dr. the Hon. Henry TANG Ying-yen
The Hon. CHAN Kin-por

Dr. Delman LEE

Note:

Annual Report 2019

Directors'
fees
e
HK$ Mn
BEBET
TEERTHAR
ZEHERT 06
HITESRETH
“y
PRBEE 04
FRUEE 0.4
FHITES
FESHRE 05
FEHERE 05
BREBEE 0.4
FEMEE 04
SEEEEL 05
FRGEET 05
kL EL 05
REF7EE 05
BYKGTES
BEFMREL 09
EHRERET 05
FEKEE 1.1
FREFL 09
BRiEKZES 08
FRIARL 07
10.1

Salaries,
allowances
and benefits
in kind

e =28
REME
HKS Mn
BERET

1.3

4.1
4.1

19.5

Discretionary
bonuses

WAL
HK$ Mn
BERET

22.7

49
49

325

The share options were granted to Executive Directors under the Bank’s Staff Share

Option Schemes. The values of share options represented the fair values of the share
options granted in 2018 and prior years amortised over the respective vesting periods
without actual cash payment. The details of these benefits in kind are disclosed under
the paragraph “Information on Share Options” in the Report of the Directors and Note

40.

Retirement
Share options scheme 2018
(Note)  contributions Total
BiE
(Hfat) RIREEIERR A
HK$ Mn HK$ Mn HK$ Mn
BREET E¥EET A%RER
10.7 1.0 46.3
3.5 04 133
3.5 04 13.3
- - 0.5
- - 0.5
= = 0.4
= = 0.4
= = 0.5
- = 0.5
- - 05
- - 05
- - 0.9
- - 0.5
= = 1.1
- - 0.9
- - 0.8
- - 0.7
17.7 1.8 81.6

Wit -

HITEFECRELTTAINER Bt &/
RTBIRIE - BIREL BEIEZZHR
BR2018F R1F F &R T U5 BHIA
BN FEE ML HFEERHE L
1 - BRI S B YW o )77 BT R E
FEHEEN [ BREEHRHZ40
e



Salaries and other emoluments e REMME
Performance-related bonuses RIARETEAL
Share options R E

Pension contributions RIKS R

The remuneration of the five top-paid employees is within the following bands:

HKS &% 7T

9,000,001 - 9,500,000
10,500,001 — 11,000,000
12,000,001 — 12,500,000
13,000,001 — 13,500,000
26,000,001 — 26,500,000
46,000,001 — 46,500,000

Included in the emoluments of the five top-paid employees were the emoluments of
3(2018: 3) Directors and 2 (2018: 2) senior management members. Their director’s
emoluments have been included in Note 22 above.

The Group manages its businesses by divisions, which are organised by a mixture
of both business lines and geography. In a manner consistent with the way in
which information is reported internally to the Group’s Senior Management for
the purposes of resource allocation and performance assessment, the Group has
presented the following seven reportable segments.

(a) Business segments

The Group has identified the following seven reportable segments.

Personal banking includes branch operations, personal internet banking, consumer
finance, property loans and credit card business to individual customers in Hong
Kong.

Corporate banking includes corporate lending and loan syndication, asset based
lending, commercial lending, securities lending and trade financing activities with
correspondent banks and corporates in Hong Kong.

Treasury markets include treasury operations and securities dealing in Hong Kong.

Wealth management includes private banking business and related assets in Hong
Kong.
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2019 2018

HKS Mn B¥EEX HKSMnBEEST
34 30

15 42

16 25

3 2

68 99

(a)

SEFMEREHEENSEBENT

2019 2018

Number of Employees  Number of Employees

BEEAH EEAZ

2 _

1 _

1 _

- 4

1 —

- 1
S5EFMER=HIEET 2E3M (20184 : 3

) EFER26(2018F : 2fi) REEEA
BN EEHEEBFEN LlE22
A o

REBIZDREEREEY  MOKRAAES
RAp[RIR A AR o 2 BPE RO I 3R 5L A #R FE
BRI AEENSEEEBASERERSER
RBFIZHHRZ B - REESIHAT
AR R D #B

g

REBE BB TLETERS H -
BEARTREETEZHTEE BAET
MBRIT  HBER  RBERREARE

7 o

CERTERETEZLEXBERRER
R AERE BEER EFEBERK
BERE 2 RIRAZEMIOBITRIBITREE
MEREZE -

HETSEREREZMEEERBHFER -

HEEERBERETESBEZAARITES
RIBEE °
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Business segments (continued)

Other Hong Kong operations mainly include insurance business, trust business,
securities & futures broking, corporate financial advisory, other subsidiaries in Hong
Kong and supporting units of Hong Kong operations.

Mainland China operations mainly include the back office unit for Mainland China
operations in Hong Kong, all subsidiaries and associates operated in Mainland
China, except those subsidiaries carrying out data processing and other back office
operations in Mainland China.

Overseas operations include the back office unit for overseas banking operations
in Hong Kong, Macau Branch, Taiwan Branch and all branches, subsidiaries and
associates operated in overseas.

For the purposes of assessing segment performance and allocating resources
between segments, the Group’s Senior Management monitors the results, assets
and liabilities attributable to each reportable segment on the following bases:

Segment assets include all assets with the exception of interests in associates and
assets held for sale. Segment liabilities include deposits, financial liabilities and other
liabilities attributable to the individual segments.

Revenue and expenses are allocated to the reportable segments with reference to
interest and fee and commission income generated by those segments and the
expenses incurred by those segments or which otherwise arise from the depreciation
or amortisation of assets attributable to those segments.

(a) X2 & (@)

HhBREBIEBEETEZRBER
EREEY BHERMERLRE bEMBEN
HEZENMBRRREEEBIREEN -

NEB T ERRAETERAMEBNR
YEM  MBEEAKENNER R R
N ETBEERNMBLEEHEE R
BREIRZMBARR -

BREBBREREXEERRITEBNR
YEM  MBEESIMEENDTEIERMS
TRBEDTT - MEBRRREERF

EFEDBRRERDES BEANERE - &
ENmEERASRBATERSZTRE
NE—TIERSMEE BERAE:

BREE AR S RIFAELEEEN  H
MEEREMEEE - D HAEBEEN
TRABAERTREBRERNDBOEMEE

WA B X R R B R 53 #R AT EE AR RO A B e BR 7
ERNAESEA - RAB@O 5 BN
A GEBN AL BEL 2N ESEHES
FE T AT EHR D & ©
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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2019
Hong Kong operations
BERH
Mainland Inter-
Personal ~ Corporate  Treasury Wealth China  Overseas  segment
banking  banking  markets management  Others Total ~ operations operations ~elimination Total
88

BART  L¥8f  HERS  HEER iy BE  puEE  EREER  RAEE &%
HKSMn  HKSMn HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
BHEET RBEER AMESn AMEER BAMEEr AMEET BMEER AWEET AMEER BMEEX

Net interest income FHEMA 3,531 2313 19 407 1,581 8,051 4,958 1,466 25 14,500
Noninterest incomel(expense) EHISHA/ (i) 1053 i 39 300 1,979 4215 1,088 2% (a15) 5,184
Qperating income EEWA 4,584 2,787 558 m 3,560 12,266 6,046 1,762 (390 19684
Qperating expenses Eei (1722) (322) (155) () (2,835) (5,256) (4328) (697) 3% (9.891)
FRREELL
Qperating profit before impairment losses 42 & 2862 2465 403 555 5 7,010 1718 1,065 - 9793
(Charge foriWrite back of Impaiment ~~ £BT 2fEEER
losses on financial instruments (%) /E& (200) (117) 5 B) ) (318 (699) 59 - (7.253)
Operating profitoss) after BARAEEXEL
impairment losses meEfl/ (Bh) 2662 2348 408 552 m 6,692 (5.276) 114 - 2540
LEETEE bl
Profit(Loss) on sale of fied assets, Afp2ENEARE
financial assets measred at FVOCI ATEEECHAE
and investments measured at RiE@ A 2 RE
amortsed cost Lifl/ (B8) ®) )] 0 - 5 13 L] (1 - 58
HERBELEREY
ProfitLoss) on sae of assets held for e~ &7/ (518 - - - - 105 105 1) (15) - 18
HEWE/BEN
Loss on disposal of subsidaries/associates  FE - - - - - - - U} - U}
Veluation losses on investment properties  EfFR A M5B - - - - (3) (3) - - - ®)
Share of profs les osses of associates ~ ERBEAFRAELE
and joint ventures SR - - - - 12 12 123 47 - 622
Profit(Loss) before tatation BH#EH/ (BB 2,654 234 405 552 831 6,789 (5179 1,588 - 3,198
Depreciation for the year EENHE (314) @ ) 0 (23) (559) (302) (66) - (927)
Seqment assets AEE 17815 160,856 199,827 28342 40,863 547,703 241,082 113,978 (47,574) 855,189
Investments in associates and
joint ventures heNARAERERE - - - - Ji] Ji] 37H 6,150 - 9970
Other assets AfEE
- Assets held for sale -BEELEEE - - - - 5 5 ! - - 3
Total assets HELE 17815 16085 199827 2838 4047 SATET 244857 10128 (47574) 865198
Segment liabilties AHak 336,944 21574 68,813 22,709 26,654 482,694 213,666 105,872 (46,672) 755,560
Ak

Other liabilities - Liabilities held for sale -HERNEERE - - - - - - - - R R

Totalliabiites AEEE 336,944 21,514 68,813 0,109 26,654 482694 213,666 105,872 (46,672) 755560

Capital expenditure incurred
during the year EEMARER 0 5 1 3 246 658 30 L) - 1,010
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24. SEGMENT REPORTING (CONTINUED) 93 ZP ¥R &5 (&)

(a) Business segments (continued) (a) B2 (&)
018 (Restated "+ £ 5)
Hong Kong operations
Mainland Inter-
Personal ~ Comporate ~ Treasury Wealth Ching  Overseas  segment
banking banking markets  management Others Total  operations operations elimination Total

Az
AR 0¥EL HEmE  HEER Afy B PHEE  EREE  R5EH et
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
BERET A%EEn AKEEn AYEEn REEEn AKEEn AYEEn BBEEn A¥EEn HYEER

Net interest income EHENA 3258 2205 368 439 1,236 7,526 3835 1593 5 12,959
Non-interest incomellexpense) FHERA/ (%) 856 475 ) 349 1390 3008 1,149 81 (345) 4113
Operating income BERA 4114 2,700 326 788 2,626 10,554 4,934 1874 (340) 17012
Operating expenses b g (1,586) (240) (149) 209 5 @69 (4% (682) 340 (8563)
Qperating proft before impaiment losses RAMBHERKZELEH 258 2,460 177 579 4 5,785 1532 119 = 8509
(Charge for)Mrte back of Impaiment. ~~ £B T AMRERX
losses on finandial instruments (%) /% (149) (131) @) 1 3 (312 (1,042 166 = (1,189)
Impaiment losses on intanglleassets B AERERR - - - - = = () = - (3)
Impairment ogses on associate BENARERR - - - - - - - (397) - (397)
Operating proft after impairment BARAERAREE
[osses il 2319 2309 135 586 an 5473 485 %! - 6,919
HEEREE Al
A2 ERENRE
ProfitLoss) on sale offised assets, AYEEIEEREE
financial assets measured at FVOCI ZEH/ () ) - 51 - 5 8 4 1 = 53
HERBLEREL
ProfitLoss) on sale of asets held for sale &7/ (%8) = - - - 48 48 0 10 - 56
Profit(Loss)on disposal of sbsidiries/ ~ HEHE /BERT
asdates A/ ( Eﬂﬁ - - - - - - 1 (1) - f
Valuation gains on investment properties  Ef51E 527 - - - - 465 465 - - - 465
Share of profits less osses of associates BB EAERAELE
and joint ventures BHAEE - - - - 1) (1) 118 449 - 566
Proftbefore tacation B 2371 2309 18 53 561 6,033 607 1420 - 8,060
Depreciaton for the year ERMfE (66) 1) 0] 1] (165) (239) (204) 30) - (47)
Segment assets PHAE 103,770 156,348 177,169 2170 38,202 499,659 269,739 108,272 (48,036) 829,634
Investments in associates and
joint ventures BERARAELERE - - - - 5 5 3637 5,440 = 9,129
Other assets EfpAE
- Assets held for sale - EEE - - - - 176 176 49 363 - 688
Total assets BEER 103,770 156,348 177,169 2,170 38,530 499,987 213425 114,075 (48,036) 839,451
Segment liabilties AHERE 323333 14136 59,743 23318 20402 440,992 20872 101,181 (47.176) 735,869
Other liabilties EfbBfE
- Liabilties held for sale -BEEHERE - - - - 7 7 - - - 7
Total liabltes e 3333 4136 973 BB 0409 44099 40872 100181 (@7176) 735876
Capital expenditure incurred during the year %8 WERF X 157 - 8 - 35 520 125 19 - 664
Note:  Due to the change of ownership of some customer deposits and the revision of internal ot ERE 7 E P A E) BB E (7 F AT
fund transfer pricing methodology, some internal charges and segment grouping, 2 URAHE BB T B EZFEG
certain 2018 comparative figures have been restated to conform to current year'’s AEBE R 7 B2 BB BEET - 2018
presentation. FHILL B FAEE BT A& RFZH

287 -
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(b) Geographical segments (b) b & 2 F
The information concerning geographical analysis has been classified by the location Zinm oMz EREZRBEEBREEEIS
of the principal operations of the entities and branches of the Bank responsible for BEARZERIRTZATNEEZEBH
reporting the results or booking the assets or, by the location where the subsidiaries e B - SKIREMB AR EBREL 2 2E
or business units with special risks associated with operations originate. BRRREREEN MR T AE S -
2019
Other Asian Inter-
Mainland Countries segment
Hong Kong China  and Regions Others elimination Total
H Aot 2HEZ
BB At ERREE ity R HEH X
HKS$ Mn HKS$ Mn HK$ Mn HKS$ Mn HKS$ Mn HKS Mn

BMEBET EWEER EWEER AWEERT  A%EET  B¥EER

Operating income mERA 11,744 6,446 675 1,209 (390) 19,684
Profit/(loss) before taxation BREATEF,/ (B8) 6,080 (4,631) 756 993 - 3,198
Total assets BEME 568,276 224,446 51,562 68,488 (47,574) 865,198
Total liabilities BENE 482,727 213,664 43,230 62,611 (46,672) 755,560
Contingent liabilities and
commitments KRB ERRE 78,286 105,360 7,898 8,970 - 200,514
Capital expenditure during
the year FERERASL 659 309 29 13 - 1,010
2018 (Restated E4R)
Other Asian Inter-
Mainland Countries segment
Hong Kong China  and Regions Others elimination Total
H et TN AEEZ
) wi  ERRME Hith R i)
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEEr A¥RExT A¥aEn  AEEx  A%EERT  BEEER
Operating income BEWA 10,145 5,296 783 1,188 (340) 17,072
Profit before taxation FR7t AR A 5,122 993 876 1,069 - 8,060
Total assets BERE 498,436 272,606 50,092 66,353 (48,036) 839,451
Total liabilities BEGE 440,989 240,882 42,285 58,896 (47,176) 735,876

Contingent liabilities and
commitments FREERAE 73,927 104,219 7,063 11,010 - 196,219

Capital expenditure during
the year FENEBARZ 520 132 8 4 - 664
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25. CASH AND BALANCES WITH BANKS AND OTHER FINANCIAL INSTITUTIONS (Note 48(a))

RERERTVIHGSBBBNGT (B 4803))

2019 2018
HKS Mn B EERT HKSMn BEEETT
Cash in hand A& 1,228 1,284
Balances with central banks R RIBITHETF 35,252 36,854
Balances with banks and other financial institutions ~ 7ESR1T M E A & RUEE M 45 7% 15,054 9,973
51,534 48,111
Less: Impairment allowances (Note 45(a)(x)) R ORBEER (A7 45(a) ) (9) (5)
—Stage 1 —£—FER 9 (5)
— Stage 2 — B - -
- Stage 3 —F=BR - =
51,525 48,106
26. PLACEMENTS WITH AND ADVANCES TO BANKS AND OTHER FINANCIAL INSTITUTIONS
(Note 48((3)) N
ERTREMGESHMBEBNTRRER (F/F48@))
2019 2018
HK$ Mn B¥EERT HKSMn BEBEETL
Placements with and advances to banks and
other finandial institutions EHRTEEMSHBENTRRBR
Maturing S EAR
— within one month —1fEAR 46,796 43,962
— after one month but within one year —1HAZ1FER 15,333 16,343
— after one year —151 156 78
62,285 60,383
Less: Impairment allowances (Note 45(a)(x)) B OREER M T 45E)K) (5) (10)
— Stage 1 —F e (5) (10)
— Stage 2 — B - -
— Stage 3 —E=RER - -
62,280 60,373
Of which: Hr

Placements with and advances to central banks TER RIBITHF R RE R -
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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27.TRADE BILLS B 5 Ei&

2019 2018
HKS Mn B®EEXT HKSMn BERET
Measured at amortised cost REEK A 2 620 2,886
Less: Impairment allowances (Note 45(a)(x)) B ORESER (AT 45(3)x) - @)
—Stage 1 —E—RE - @)
— Stage 2 —FEEE - -
— Stage 3 —E=RE - (1)
620 2,882
Measured at FVOC| BAREMEEREARRATEER 11,461 11,764
12,081 14,646
28. TRADING ASSETS X5 ABREE

2019 2018
HKS Mn B EEBXT HKSMnBEBEET

Treasury bills (including Exchange Fund Bills) BEEHR (BREIMNEESER)

(Note 48(a)) (K15#48()) 34 270
Debt securities (Note 48(a)) B EH (M1 48() 56 1,861
Equity securities & & % 1,183 1,352

1,273 3,483

29. LOANS AND ADVANCES TO CUSTOMERS EF ER K B

(a) EFERRBR

2019 2018
HKS Mn B¥EERT HKSMn BERET

(a) Loans and advances to customers

Loans and advances to customers at amortised cost ~ ZEFSERR A EMEF BB 509,105 500,631

Less: Impairment allowances (Note 45(a)(x) A B 45a)%) (3,769) (2,347)
- Stage 1 —E—RRE (501) (431)
- Stage 2 —F R (516) (855)
~ Stage 3 —E=RE (2,752) (1,061)

505,336 498,284
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(b) Loans and advances to customers — by industry sectors
The analysis of gross advances to customers and the percentage of secured
advances by industry sector is based on the categories and definitions used by the
HKMA.

Loans for use in Hong Kong

Industrial, commercial and financial
- Property development
— Property investment
- Finandial concerns
- Stockbrokers
- Wholesale and retail trade
- Manufacturing
- Transport and transport equipment
— Recreational activities
- Information technology
- Others

- Sub-total

Individuals

- Loans for the purchase of flats

in the Home Ownership Scheme,
Private Sector Participation Scheme
and Tenants Purchase Scheme

- Loans for the purchase of

other residential properties

- Credit card advances
- Others

- Sub-total

Total loans for use in Hong Kong

Trade finance

Loans for use outside Hong Kong*

Total advances to customers

*

ERBERNER

IRea
~-NERE
—MERE
—ERtE
-REER
“BRETER
-BiE%
-ERRESTRE
~REEE
—HRRH
—Hfh

~ bt

fEA
-BEIEEHEE S
[MAZREE:H IR
[BEELEHEBT
HER

~BEEMEENENER

it

4

~ bt
EEBRRNANES
(PR
EEBMEROER"

RPEEE

(b) EFERRBR-RITEDIE

BT

Z1T
Eka

2019
% of gross
advances covered
Gross by collateral
advances BEABR
EEv T WEAL
HKS Mn % EE T % BAE
25,242 59.07
49,772 89.75
15,322 63.71
1,694 70.22
7,156 53.63
3,510 50.49
4,736 64.85
99 71.92
655 219
26,228 73.02
134,414 73.24
1,124 100.00
61,111 100.00
4,6% 0.00
45,968 88.85
112,899 91.30
247,313 81.49
3,686 53.24
258,106 41.29
509,105 60.90

Loans for use outside Hong Kong include the following loans for use in Mainland China.

*

ENEMBRPBETRBENE BRI
LREREE R ANERMERE

2018
% of gross
advances covered
Gross by collateral
advances BEABR
AEE MEAL
HKS Mn BB EET %ENE
26,427 59.34
40,218 90.48
14,944 69.20
1,928 67.61
6,839 53.30
1,903 51.42
5111 64.32
35 91.59
668 338
20,196 72.96
118,269 73.07
1,048 100.00
55,292 100.00
4,49% 0.00
39,909 83.91
100,745 91.14
219,014 81.38
3733 56.18
277,884 46.84
500,631 62.02

EBBUIME IR A CIEL T EAET
HIEH °
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2019 2018 (Restated E3f)
% of gross % of gross
advances covered advances covered
Gross by collateral Gross by collateral
advances BEABR advances BHEARR
et HEA 2HAE ERa
HKS Mn BB BB T %EFE  HSMNEEEET % BH%E
Loans for use in PRC ERERNER
Industrial, commercial and financial IRsR
~ Property development R H“17 3472 45304 4998
— Property investment -NERE 16,957 90.50 24,020 9523
— Financial concerns -SRtE 32,658 383 30,924 5,70
— Wholesale and retail trade ~REATER 7171 46.21 9,057 55.60
~ Manufacturing g% 5,556 13.30 6,673 26.08
—Transport and transport equipment —EHEERRE 2315 73.20 2,911 8236
~ Recreational activities —RETE 560 2.89 1,074 78.64
~ Information technology — B 1,326 0.90 3,685 0.60
- Others —Hfy 16,341 21.53 19,063 33.89
- Sub-total =I5t 124,601 33.14 142,711 44.69
Individuals A
- Loans for the purchase of other
residential properties ~BEEBEENENER 13,360 99.97 13,879 99.97
- Credit card advances —ERFEH 8,631 0.00 9,405 0.00
- Others —HEft 17,838 148 17,093 2.19
- Sub-total =/t 39,829 34.20 40377 35.29

Total loans for use in PRC TN ERNETEE 164,430 33.40 183,088 42.62
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(b) Loans and advances to customers — by industry sectors (continued) b) EFEREBR—IRITEDE (&)
Individually impaired loans, as well as relevant information, in respect of industry U TRITESEIEELBRBER D 2T
sectors which constitute 10% or more of total advances to customers are as follows: P EHBRPEERRENER - AR

BERNT :
2019 2018
HKS MnB¥EERT HKSMnBEEET
(i) Property development iy MEZERE
a. Individually impaired loans a. BERREHER 1,329 749
b. Specific provisions b. RREE 257 =
. Collective provisions c EREE 139 249
d.  New provision charged to income statement d REERIHENERE 1,745 188
e. Written off e. A 2,058 50
(i) Property investment (i) MEERE
a. Individually impaired loans a. BERRENHER 1,076 150
b. Specific provisions b. FHEE 301 94
c.  Collective provisions . EREE 289 314
d.  New provision charged to income statement d. RUaE R LR 1,327 310
e. Written off e. HiEH 1,657 264
(ili) Loans for purchase of residential properties (i) BEEMEEMENER
a. Individually impaired loans a. BERIRENER 264 278
b.  Specific provisions b. FHEE 19 8
c.  Collective provisions c EptE 71 201
d. New provision charged to income statement d REERZHENER 68 158
e. Written off e. i 6 8
(iv) Financial concerns (v) eRb%
a. Individually impaired loans a. BEBIREMNER 48 -
b.  Specific provisions b. RKEE - -
¢. Collective provisions ¢ EBEEE 101 103
d. New provision charged to income statement d REERIENER 58 41
e. Written off e. A - -
The specific provisions represent lifetime expected credit loss provisions for credited BHREBEREEERRESNBEAANNTE
impaired exposures and the collective provisions represent the 12-month and HEERREHREREREIENEEER
lifetime expected credit loss provisions for non-credit impaired exposures. BEIEERANHARNMIESHEEIRL

A ffy o



(c) Loans and advances to customers — by geographical areas

The information concerning the breakdown of the gross amount of advances to
customers by countries or geographical areas is derived according to the location of
the counterparties after taking into account any transfer of risk in accordance with
the requirements of Banking (Disclosure) Rules. In general, such transfer of risk takes
place if the claims are guaranteed by a party in a country which is different from
that of the counterparty or if the claims are on an overseas branch of a bank whose
head office is located in another country. The location of a party is determined
by its residence which is the economic territory under whose laws the party is
incorporated or registered. This requirement is different from the allocation under
segment reporting in Note 24 which is prepared in a manner consistent with the
way in which information is reported internally to the Group’s Senior Management.
The specific provisions represent lifetime expected credit loss provisions for credit
impaired exposures and the collective provisions represent the 12-month and
lifetime expected credit loss provisions for non-credit impaired exposures.

Advances

Total overdue for

advances to over three

customers months

AHIEANL

EFBRBHE HEF 2R

HK$ Mn HKS$ Mn

BERET BERET

Hong Kong B 252,488 391

Mainland China Nt 186,380 1,603

Other Asian Countries and Regions HiMEIR kiR 30,255 110

Others Hth 39,982 -

Total B 509,105 2,104
% of total advances to customers EREPRFEBOA DL

Market value of collateral held against
impaired advances to customers

RERPBFERRTE
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() EFERRENR-ZEHADE

RIBCRITE (BE) RAD - EFPBRAER
BEHKRFEN DR BRREXZHFHOME
i YEEREBERBRRZ  —RmE5 A
RBRNERESIIER S HFAAEDNE
RE— TR - RREEROBTHRIRR
TTEBIND 1T - TaZIRTTAY AR HE =R I JE AR
MR ZEFOMEN  BRERERRH—E
BREBBIS—ERR - —FHAEDHRE
JEEHRTE + M & (E MR % A 40 77 s 3k
BERLAVARPTRE M EEE L o it B
F24NMRENDE TR @ RENRETTE
HAMEREH TEEREERARNA
EHH - BREREREFERRESH
HANAERERRREERBEERIEIER
EEERR1I2ZEARANBANTAREER
B -

2019
Impaired
advances to Specific Collective
customers provisions provisions
HEEFER RHRER BRER
HK$ Mn HKS$ Mn HK$ Mn
BEBEERT  EWEERT  A%EER
716 176 396
4,997 2,508 533
156 68 62
320 - 26
6,189 2,752 1,017
1.22%
4,958
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29. LOANS AND ADVANCES TO CUSTOMERS (conTinueD) B F B F R B3 (@)

(c) Loans and advances to customers — by geographical areas (continued) (¢) EFERRBF - R EEH S E (#)

2018
Advances
Total overdue for Impaired
advances to over three advances to Specific Collective
customers months customers provisions provisions
BHEANE
EFERATAE MEPER HEXFZR RHRERE BEERE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BHEET  B¥AEET  B¥EET  B¥%AER  B¥EER
Hong Kong B 225,656 367 559 224 260
Mainland China i 203,377 2,405 2,515 776 871
Other Asian Countries and Regions HioDNER kbR 27,634 121 3% 61 17
Others Aft 43,964 - 21 - 38
Total Fok 500,631 2,893 3,491 1,061 1,286
% of total advances to customers ERFPBFEBHNADLL 0.70%

Market value of collateral held against  JBHER P2 Z KGR

impaired advances to customers ikE! 2,414

Impaired loans and advances are individually assessed loans with objective evidence REE R B ER LR EBREZ RN
of impairment on an individual basis. The above information by countries or AERIFH R ER o A FREKSKR IS
geographical areas is derived according to the location of the counterparties after MER  ERBERXZIHEFNMREDTERR
taking into account any transfer of risk. EYRBREE -

Collateral includes any tangible security that carries a fair market value and is readily ERMEEEMARTEERAIEREEN
marketable. This includes (but is not limited to) cash and deposits, stocks and bonds, BRERRD - EEERRBE (BTRE) R
mortgages over properties and charges over other fixed assets such as plant and eREFR BRERES VERBREME
equipment. Where collateral values are greater than gross loans and advances to EEENBMEREZAL - WERAREE
customers, only the amount of collateral up to the gross loans and advances is BREFERRBEREE ARG AR E

included. BERRBFEENERREE -
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(d) Loans and advances to customers — net investment in finance leases (d) EFER RN -—EHEN TR

=% |
Loans and advances to customers include net investment in equipment leased under BEERRBRBEAREREHAE LN
finance leases. The total minimum lease payments receivable under finance leases Fi o RERERERIMNKEHEEN KA
and their present values at the year end are as follows: HREREBEMOT :
2019 2018
Present Interest Present Interest

value of the income Total value of the income Total

minimum relating to minimum minimum relating to minimum

lease future lease lease future lease

payments periods payments payments periods payments

BEHE HEAR BEHE REHRE EERN =EHE
RBEE FE WA HREH DESE FEHA RezE
HKS$ Mn HKS Mn HKS Mn HK$ Mn HK$ Mn HK$ Mn
BEEEr A¥EEBR B¥EEx  B%EEr  AkAEERT  BEEER

Amounts receivable: EIERR :
Within one year 1EAR 224 70 294 250 73 323
After one year but within

two years 1FARE2ER 196 63 259 207 65 272
After two year but within

three years 2ENBE3FR 176 58 234 183 59 242
After three year but within

four years 3EUREAER 162 53 215 159 55 214
After four years but within

five years 4ENBESER 159 50 209 150 50 200
After five years SELLE 2,142 378 2,520 2,109 397 2,506

3,059 672 3,731 3,058 699 3,757

Less: Impairment allowances  J&l : JBE%EE ()] (11)
Net investment in finance leases Ei & &R FREE 3,051 3,047
The net investment in finance leases is carried on the statement of financial position MEHENFREFEHRBIERFERNER
as loans and advances to customers. No accrual is made for the interest income TP BARRRABFIER - K IREAEAOF S WA

relating to future periods. WHEETH o
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2019
Mandatorily Measured
measured Designated Measured  at amortised
at FVTPL at FVTPL at Fvodl cost Total
RHRER EERBER Hit2E
BE U RR BEURR W ga A R R REHEHA
AVEETE AVEE AVEEFHE iE “E
HKS$ Mn HK$ Mn HKS$ Mn HKS Mn HK$ Mn
BEEER BEEER BRBEER BEEER BYBEER
Treasury bills (including Exchange BEER (BEINEELER)
Fund Bills) (Note 48(a)) (Hiit48(@) - - 35,719 3,008 38,727
Certificates of deposits held
(Note 48(z)) FBEFHE (Hi2486) - - 1,141 1,604 2,745
Debt securities (Note 48()) B ESR (fr1i248) 8,095 446 96,268 13,693 118,502
Equity securities RinEH 1,972 - 1,055 - 3,027
Investment funds REES 513 - - - 513
10,580 446 134,183 18,305 163,514
2018
Mandatorily Measured
measured Designated Measured at amortised
at FVTPL at FVTPL at FVOCI cost Total
BER
RERBE  HEARS Hth2E
B AR B R W g DA 2 B RE KR
AYEEFES ATEE ATEETE AE k]
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BERET BEEET BEBEET BEBET BEEET
Treasury bills (including Exchange ~ BlE{ESH (B IEINEE SR
Fund Bills) (Note 48(a)) 8) (it 48() - - 26,594 1,915 28,509
Certificates of deposits held
(Note 48(a)) FAFENRE (i 48a) - - 1,191 1,109 2,300
Debt securities (Note 48(a)) B85 (12t 48) 10,663 1,630 81,574 15,997 109,864
Equity securities 10 &% 2,513 - 688 - 3,201
Investment funds REES 855 - - - 855
14,031 1,630 110,047 19,021 144,729

EAKERBENTETANERERESFNR
ERRE  ZERFERIETRBBRESN
[RER DB - A%t TE A K bR 28R AR >
SETEREAIEIN

Debt securities were designated as at FVTPL on initial recognition when the Group
held derivatives for managing specific risk of the debt securities, and the designation
therefore eliminated or significantly reduced an accounting mismatch that would
otherwise arise.



Equity securities designated at FVOCI

2019

Fair value

AFEE
HKS Mn
BEEET

Equity investments held for long-term
strategic purposes FAEERBRBEAEORMEE 1,055

As at 31st December, 2019, equity securities designated at FVOCI amounting to
HK$1,055 million (2018: HK$688 million) were held for long term strategic purpose,
of which HK$853 million (2018: HK$481 million) was attributable to the fair value
of the Bank’s investment in China UnionPay Co., Ltd. None of these strategic
investments was disposed of during 2019 and 2018, and there were no transfers of
any cumulative gain or loss within equity relating to these investments.
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EERABBE2EKWSEUARRAFE
B R D& 35

2018
Dividend Dividend
income income
recognised Fair value recognised
BHR EH#R
BREBA AYEE R EMA
HKS$ Mn HK$ Mn HK$ Mn

BEEET BEEET AEEET

12 688 23

R2019F 12 A31 B HAERHARKEA
BZIEERBBEEANRGEARRAFEED
Mtr 5 2 BMABH 10.55187T (20184 :
B 6.88187L) - H &% 8.53(87 (2018
FBBABTEL) BATRF BRE R
MBERRBZRENRTFEE-E2019%
018FENRAHEZRETREERE - TR
ERZERENRFTRNEBENRRER
MR -
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UTHERBEHASENES BEHLA
BEAEATENNBAR - ERNBLAE

The following list contains only the particulars of subsidiaries which principally
affected the results, assets or liabilities of the Group. The class of shares held is

ordinary. A3 -
Details of these companies are as follows: ILEARMBENT
Place of % Held by
incorporation Issued and The Bank The Group
Name of company and operation paid-up capital 1T &8 Nature of business
DRBE AfkEXEE EROTRARRE FritrEs  FrihfEE FRME
Ample Delight Limited Hong Kong HK$ 7 % 450,000,000 7T 100% Investment holding
AERARAF Bt REZER
Bank of East Asia (Trustees) Limited ~ Hong Kong HK$ 7 # 150,000,000 7T 100% Trustee service
RERTUEFH)BRAF 5 EREARTS
BEA Life Limited Hong Kong HK$ 7 # 500,000,000 7T 100% Life insurance
REASRBERAA] B AERRE
BEA Union Investment Management ~ Hong Kong HK$ 7% 374,580,000 7T 51% Asset management
Limited BB BEER
ROHMEREEBRARAR
BEA Union Investment Management ~ PRC US$2,000,000 € 7T 51% Asset management/
(Shenzhen) Limited FEE AR A Investment
ROBEREEE (RN BRAR management
BEER /KREER
Blue Care JV (BVI) Holdings Limited ~ BVI HK$ 7% # 16,000,000 7T 80% Investment holding
RBRRES REER
Blue Cross (Asia-Pacific) Insurance Hong Kong HK$ 7 % 625,000,000 7T 100% Insurance
Limited BB R

E+F(EX)RBERAF



Name of company
NCIECE

Central Town Limited

EREZFRAT

Corona Light Limited

Credit Gain Finance Company Limited

EEMBERAA

Crystal Gleaming Limited

Dragon Jade Holdings Company

Limited
SEERERAT

East Asia Digital Information Services
(Guangdong) Limited (Note 1)
ROBBESRE (ER)ERAAF

(Fet1)

East Asia Facility Management Limited

RERMEEERAF

*East Asia Holding Company, Inc.

East Asia Indonesian Holdings Limited

East Asia International Trustees

Limited

Place of
incorporation
and operation
EIVE-E 300

Hong Kong
B

BVI
REBELEHS

Hong Kong
BB

BVI
EBRIES

Hong Kong

)

PRC
AR AR

Hong Kong
N

USA.
XHE

Seychelles
EER

BVI
RBRIES

Issued and
paid-up capital
ERTRARZKRE

HK$ B2

HK$ 7% 929,752,849 7T

HK$ 7% 640,000,000 7T

HKS$ 7% 929,752,849 7T

HKS$ A% 1,127,510,000 7T

US$3,000,000 37T

HK$ 7% 10,000 7T

US$5% 7T

US$100,0003 7T

US$1,301,0003 7T

RERTERAF

% Held by
The Bank The Group
$R1T &8
FribfEms  FrihRER
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
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Nature of business

EBME

Property investment

mERE

Investment holding

REER

Money lenders

BEA

Investment holding

REER
Investment holding

REZR

Servicing

R 7%

Facility management
Rt

Bank holding company
RITER A A

Investment holding

RERRK

Trustees service

SRR
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31. INVESTMENTS IN SUBSIDIARIES (conTinuep) Bff B 2 Bl & (@)
Place of % Held by
incorporation Issued and The Bank The Group
Name of company and operation paid-up capital $RAT £ @ Nature of business
NEEBB HMkEERYE CERTRAZRE FritdEs  FrihfEm EBME
East Asia Securities Company Limited Hong Kong HK$ 7 25,000,000 75 100% Securities broking
REFHFERAT B BHEEE
Skyray Holdings Limited BVI HK$ 7% 450,000,000 7T 100% Investment holding
RBRZES REZER
Speedfull Limited BVI HK$ 7 # 450,000,000 7T 100% Investment holding
RBE LS REZR
The Bank of East Asia (China) Limited PRC CNY A R 14,160,000,000 7T 100% Banking and related
(Note 1) mEE ARAAME financial services
RERT(RE) BRAR (st 1) RITREREN S BRS
*  Companies audited by auditors other than KPMG are with net assets and total income * HESRH S ERATERN R A B
constituting approximately 0.6% and less than 0.1% respectively of the related K BEFRERINA LSS BG4
consolidated totals. BAEEET0.6% RALHKO0.1% °
Note: Hat -
1. Represents a wholly foreign owned enterprise registered under the PRC laws. 1. FERBEFEARKEFELOIA LI EEE
BHEZBE-
32.INVESTMENTS IN ASSOCIATES AND JOINT VENTURES Bt AR R EELERE
2019 2018
HKS Mn B¥EERT HKSMnBBBET
Share of net assets EIEFEE 9,579 8,743
Goodwill Bk 788 783
10,367 9,526
Less: Impairment allowances R EEE (397) (397)
9,970 9,129
Loans to associates amounting to HK$156 million (2018: HK$78 million) are EBREERITRAMERBEEBONTR LR
included under placements with and advances to banks and other financial RE SRR E R B 1.5618T (2018

institutions. F: A%7,800&7T) °



The following list contains only the particulars of principal associates and joint
ventures. None are considered individually material to the Group:

Name of company
NG
Associates B & 1A F]
Listed £ i

AFFIN Bank Berhad

Unlisted 3 £

Brilliance-BEA Auto Finance Co., Ltd.
ERFEDAESHBERAR

Dolford Property Holdings Limited

Place of incorporation

and operation

AR R SR B

Malaysia
BRAE

PRC
REARAME

BV
RERZES

East Asia Qianhai Securities Company Limited PRC

REAEEFERAEEAT

Guotong Trust Co., Ltd
BBEEEREMEAR

Industrial and Commercial Bank of China
(Canada)
HE TrER1T (NEX) BRAH

Industrial and Commercial Bank of China
(USA) N.A.
H Bl T R1T (EE)

Million Fortune Development (Shenzhen)
Co., Ltd.
SHREECRINBRAR

Platinum Holdings Company Limited

PRASAC Microfinance Institution Limited

REARAME
PRC
REARAME

Canada

MER

USA.
XE

PRC
REARAME

Cayman Islands
RERRES

Cambodia
RHE
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PELE:%

BREASENTIRBERFTRE
E

A MefMEREEAEEREEAF

2 .

=

% of ordinary shares

EER
held by
The Bank The Group
R1T 8
it R 25 it HE &5
23.56%
22.5%
30%
49%
19.99%
20%
20%
25%
30%
21%

Nature of business

ERME

Banking and related financial
business

RITRBROSRER

Auto finance and other related
financial businesses

AEERNEAMEBERER

Investment holding

REZR

Securities business

BEHEB

Trust and other financial
businesses

EREREMERES
Banking services

RITIRE

Banking services

RITRE

Property development

MEER

Investment holding

REZR

Financial services

& @ AR 7%



242 | The Bank of East Asia, Limited | Annual Report 2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

B RS e AR MY AR (&)

32. INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (cONTINUED)

BEQNTAREGELERE @)

The fair value of the Group’s investment in AFFIN Bank Berhad (“AFFIN”) based
on the quoted market price had been persistently below the carrying amount for
a period of time. As a result, the Group performed an impairment test on the
investment using a value-in-use (“VIU") methodology and this demonstrated that
the recoverable amount of the investment was higher than the carrying value at
31st December, 2019 and no further impairment charge was recognized in 2019
(2018: impairment charge of HK$397 million). The VIU calculation uses discounted
cash flow projections based on AFFIN's latest forecast of financial results and
estimates made by the Group’s management. Discount rate of 10.27% (2018:
10%) which is based on a Capital Asset Pricing Model calculation for AFFIN is used
in the VIU calculation.

ERTERBLERAREELEY
ERER

Aggregate information of associates and
joint ventures that are not individually material

Aggregate carrying amount of individually immaterial
associates and joint ventures in the consolidated

BRI TEAMENRRAECER

HK$ Mn BB EE T

N&E B & E FAFFIN Bank Berhad
(TAFFIN D) I T35 R (B &2 7 B EH A ER
IREE—ERAAE - Bt - AEEEHHIFERE
VAR A E AEERT B A ETRERR - Al
ABETUERENATNESESN20194F
12A31BZ2EEE  BHBEEAE2019F
FEBRRARMMEEKR(20184F : HEBIEXS
#3.97187T) - EREEE AR
RIREMEAEE - RASEAAFFIN 8 &
MU EETEARKIE - EEEFTE S AR
ERAERAFFINKE AL EEEEAFED
10.27% (20184 : 10%) KIFT IR * -

2019 2018
HKS Mn BB & T

financial statements fRE B RR  BNREE 9,970 9,129
Aggregate amounts of the Group’s share of those ~ ANEBEZEME R RAEREY

associates and joint ventures BREEB
Profit from continuing operations REFEEERT 622 566
Post-tax profit or loss from discontinued operations ~ JR & B2 IE & 2 Br i (& 5 FI sk 6518 - =
Other comprehensive income Hith 2 E W e 64 (352)
Total comprehensive income 2HREETE 686 214
Recondiliation of carrying amounts to the Group’s RREE SRR BB & 1 A

total interest in the associates and joint ventures BERENERHE
Carrying amount of material associates and

joint ventures EABERARAECEZREE - -
Carrying amount of individually immaterial associates AR T EABE NG RABREZ

and joint ventures HREE 9,970 9,129
Interest in associates and joint ventures in the EESHBHRRPBE AT R

consolidated financial statements BAREER 9,970 9,129
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Goodwill and intangible assets include goodwill arising on business combinations HMERENEERERXBEHEENEE
and acquired intangible assets. Acquired intangible assets are amortised over their EBEAELEE BABFEEREMTL
estimated economic useful life. 0 PR ER B 8 -

2019 2018

HKS Mn B¥EET HKSMnBEEST

Goodwill Gk 1,474 1,474
Acquired intangible assets BAERFEE 452 466

1,926 1,940

(a) Goodwill (a) T2
2019 2018
HKS Mn B¥EEBT HKSMnEBEET

At 1st January and 31st December R1A1BR12A31H 1,474 1,474
Impairment tests for cash-generating units containing goodwill BERENReEEEN ORENR
Goodwill is allocated to the Group’s cash-generating units (CGU) identified REBREBHHBOEDE T AHANES
according to business segments as follows: FEBMAMAT

2019 2018

HK$ Mn B¥BEERT HKSMn BEBET

Personal banking EARST 849 849
Corporate banking RERIT 453 453
Treasury markets B &5 158 158
Others =ity 14 14

1,474 1,474
The recoverable amount of the CGU is determined based on value-in-use RefEEun ko emERIRESRER
calculations. These calculations use cash flow projections based on financial budgets STE G ERERRBREBEERENSFHT
approved by management covering a five-year period. Cash flows beyond the five- BRENRSRIEMGG - BBSFHENER
year period are extrapolated using the estimated rates stated below. The growth DB T A B ETFI R AEHE T o 38 R EART
rate does not exceed the long-term average growth rate for the business in which BAZRSEEBUMEEEBNRATH
the CGU operates. HRE-
The discount rate used for value-in-use calculations is 7.1% (2018: 7.9%) and the ARAHEERBENITNERT7.1% (2018
long-term growth rate is 2.4% (2018: 2.6%). F:79%) REAKKREF/2.4% (2018

F:26%) e

Management determined the budgeted net profit based on past performance and EEERBEBARB LA TS ERUETE
its expectation for market development. The weighted average growth rates used FREFEA o PIERAINETI9EREERA

are consistent with the internal forecasts. EBFERIE — B o
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B RS e AR MY AR (&)

33. GOODWILL AND INTANGIBLE ASSETS (conTINUED) R E R B & E (&)

(b) B EE (BRI
ERNEERADEEEY R BEVEE
1R AR bR R AT 8 OR B 18 K 7)) BR (BT 5%
2(r)

(b) Intangible assets (other than goodwill)
Intangible assets consist of building naming rights only. Intangible assets are stated
at cost less accumulated amortisation and impairment loss (Note 2(r)).

BREA AN EYEERE G RSN
WK AEE - ATEREBHNETE
EE R AR H AR SR A TS RO (AT AT P B 8 -

Amortisation of intangible assets with finite useful lives is charged to the income
statement over the assets’ estimated useful lives. The following intangible assets
with finite useful lives are amortised from the date they are available to use and their
estimated useful lives are as follows:

Naming rights: Over the shorter of the lease period of building or land mAEREEY S T RERENEEE

Both the period and method of amortisation are reviewed annually. TSEAERFT LR REHES X -
2019 2018

HKS Mn B¥EEBXT HKSMnBEEETT
Cost BXAR
At 1st January M1A1H 1,403 1,404
Exchange adjustments BE 5 (1) (1)
At 31st December M12A318 1,402 1,403
Accumulated amortisation ESE 3
At 1st January m1A1H (282) (269)
Amortisation charge for the year (Note 13) FERESE (B 13) (14) (14)
Exchange adjustments BE B 1 1
At 31st December »12A318 (295) (282)
Impairment allowance HEERE
At 1st January BR1A1H (655) (650)
Charge for the year FEANZH - (5)
At 31st December ®12A31H (655) (655)
Carrying amount at 31st December R12 A31 HERAE 452 466
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Bt % i R YR (&)

34.FIXED ASSETS BElE&EE

2019
Right-of-
Right-of-  use assets -
Furniture, useassets-  Furniture,
Investment Bank fixtures and Bank fixtures and
properties premises  equipment Sub-total premises  equipment Sub-total Total
EREEE
B £8 EREEE -5 -
RENx it e NGt -t EERRE it ag
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
ABEEL RMEEn A%EAn  RAMEEn  AMEEn  AMEER  AMEER  AMEER
Cost or valuation RAZEE
At 1st January, 2019 R2019E1818 5,249 8,231 5,523 13,760 - - - 19,009
(R AuHRE)
Impact of adopting HKFRS 16 Z165M7 2 - - - - 1,09 9 1,108 1,108
R2019%1 718
Restated balance at 1t January, 2019 Sk 5249 8,37 5523 13,760 1,09 9 1,108 20,117
Additions 2E - I 579 622 374 14 388 1,010
Revaluation defict By 7 (33) - - - - - - (33)
Disposals if: - (23) (115) (138) - - - (138)
Revaluation surplus on bank premises  7HtEERHEA
upon transfer to investment properties &
(Vote 43(t) (it 43b) - 9 - 9 - - - 9%
Transfer from bank premises to
investment properties BITEARENE 118 (118) - (118) - - - -
Remeasurement E¥iE - - - - &) - @) 6]
Termination of lease contracts BIHEERH - - - - (1) - (1) (1)
Less: Elimination of accumulated
depreciation on revalued bank 35, : BT E (A
premises 2ithE - ® - ® - - - ®
Transfer to asset classified as assets BEARAREE
held for sale HEEE - (6) - ) - - - (6)
Bxchange adjustments B 5% (1) (64) (25) (89) @ - @ (%2)
At 315t December, 2019 R2019%124318 5333 8160 5982 142 1457 B 480 2095
Accumulated depreciation and amortisation 51478 534
At 1st January, 2019 R2019E1 518 - 1,933 391 5,844 - - - 5844
Charge for the year (Mot 13) EENZHEWH13) - 154 376 530 393 4 397 927
Termination of lease contracts AIHEERY - - - - 6] - 6) 6]
Elimination of accumulated depreciation
on revalued bank premises BRI ERNZTE - @®) - @®) - - - (8
Witten off on disposal it E R o - 0] (101) (108) - - - (108)
Transfer to asset classified as assets BEAEAREE
held for sale HEAE - @ - @ - - - @
Exchange adjustments S - (21) (20) (41) 0] - 0] #3)
At 315t December, 2019 R201912A318 - 2,049 4,166 6,215 388 4 39 6,607
Net hook value at BEFE
31st December, 2019 H2019%12A318 5333 6,111 1,79 7907 1,069 19 1,088 14,328
The gross amounts of the above assets
are stated: ERAENBEFITNT
At cost BHA - 1393 5,962 13,355 1457 23 1,480 14,835
At Directors' valuation - 1989 RESHE-1989% - 767 - 767 - - - 767
At professional valuation - 2019 HEXME-2019% 5,333 - - - - - - 5333
5333 8,160 5,962 14122 1457 3 1,480 20,935
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Cost or valuation DN

At 1st January, 2018 20181 A1H

Additions ®E

Revaluation surplus HHAK

Disposals HE

Revaluation surplus on bank

premises transfer to investment 1T B B HE AR E

properties (Note 43(b)) W (f1 3£ 43(b)
Transfer from bank premises to

investment properties MITHE AR EME
Transfer from investment

properties to bank premises HIREMEB AT
Less: Elimination of accumulated

depreciation on revalued & : HIETTHEEE M

bank premises R E
Transfer to asset classified as assets EEDE AR BEEHLE
held for sale BE
Exchange adjustments ERIEE

At 31st December, 2018 R2018%F 12 A31H

Accumulated depreciation and

amortisation 2 EREH
At 1st January, 2018 R2018F1A1H

Charge for the year (Note 13) FEAZHEHZ13)
Elimination of accumulated
depreciation on revalued bank 57T HEE ik M) REHT

premises

Transfer to asset classified as assets EENEAFBHIELE
held for sale BE

Written off on disposal £ 5 B A 8

Exchange adjustments B 5 2

At 31st December, 2018 12018% 12 A31H

Net book value at REFE
31st December, 2018 R2018% 12 A31H

The gross amounts of the above

assets are stated: EEEMEREIIREAT :

At cost R
At Directors’ valuation — 1989 REEHE-1989F
At professional valuation - 2018 R HEHE 201846

Investment
properties

REMZ
HK$ Mn
BEEET

5,107
7
465

64

(394)

5,249

5,249

5,249

5,249

Bank
premises

gl
HK$ Mn
BEBET

8,193

(64)

394

(49)
(223)

8,237

1,874
157

=R
S

)
=

1,933

6,304

7,458
779

8,237

2018
Furniture,
fixtures and
equipment
&AL~ EE
&
HK$ Mn
BEEET

5,149
648

(179)

(95)

5,523

3,825
316

(158)
(72)

3,911

1,612

5,523

5,523

Sub-total
et

HK$ Mn
BEEET

13,342
657

(209)

(64)

394

(49)
(318)

13,760

5,699
473

(23)
(172)
(132)

5,844

7,916

12,981
779

13,760

Total

B
HK$ Mn
BEBET

18,449
664
465

(209)

(49)
(318)

19,009

5,699
473

(23)
(172)
(132)

5,844

13,165

12,981
779
5,249

19,009



Fair value measurement of properties

@

Fair value hierarchy
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MEAFEEZEE
() AFEESS
RE(ERMBREEIE+ =5/

The following table presents the fair value of the Group’s properties measured

at the end of the reporting period on a recurring basis, categorised into the

three-level fair value hierarchy as defined in HKFRS 13, Fair value measurement.

The level into which a fair value measurement is classified is determined

with reference to the observability and significance of the inputs used in the

valuation technique as follows:

Level 1 valuations:

Level 2 valuations:

Level 3 valuations:

Fair value measured using only Level 1 inputs i.e.
unadjusted quoted prices in active markets for
identical assets or liabilities at the measurement date.

Fair value measured using Level 2 inputs i.e.
observable inputs which fail to meet Level 1, and not
using significant unobservable inputs. Unobservable
inputs are inputs for which market data are not

FERFIEE]

=RRATFEEIRZDE

EE - TRINFAEENREHRRRE
BRAEREENEBENEZAFEE D
B8 DR A TEEEEBURIIA
THEANGEERANS 8 TEEGE

REBEIN

F—REE -

F_REE

EEATEERRAE—
R2H - RNEEREE
BEMZHREEREEN

EERAFEERBE &
28 BTAHAEE RN
HER28 RARAE
BHGERBR2H - 3ER]

available.

Fair value measured using significant unobservable

inputs.

Recurring fair value measurement EBZ£MWAFEEER

Investment properties

Commercial - Hong Kong

Commercial - Others

Recurring fair value measurement EB R £ N AT EEERE

Investment properties

Commercial - Hong Kong

Commercial - Others

BR2BEERENHE
28

F_RME: EERXATEERBEEN
FABRZH -

Fair value at Fair value measurements as at 31st December, 2019
31st December, categorised into
2019 R2019F 12831 AEELAFEBEZDE
R2019F12A31A Level 1 Level 2 Level 3
2DV ER - £=R =R
HKSMn B EEBT HKSMn BEEET HKSMnBE¥EET HKSMn B EETR
REME
EESE 5319 - - 5319
BE—Eth 14 - - 14
5333 - - 5,333
Fair value at Fair value measurements as at 31st December, 2018
31st December, categorised into
2018 R2018F 12 A31 RER AT BEZHE
201812 A31H Level 1 Level 2 Level 3
ZATEE F—R - E=H
HKSMn BB EETL HKSMn BB EET HMnBEEETL HKSMn BEEET
[EESEY 5,234 - - 5,234
BE-Ef 15 - - 15
5,249 = = 5,249
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Fair value measurement of properties (continued)

During the years ended 31st December, 2019 and 2018, there were no
transfers between Level 1 and Level 2, or transfers into or out of Level 3. The
Group's policy is to recognise transfers between levels of fair value hierarchy as
at the end of the reporting period in which they occur.

All of the Group’s investment properties were revalued by independent valuers
as at 31st December, 2019 and 2018.

Investment properties in Hong Kong were valued at HK$5,319 million (2018:
HK$5,234 million) as at 31st December, 2019 by an independent valuer, Savills
Valuation and Professional Services Limited, Chartered Surveyors, who has
among their staff Fellows of the Hong Kong Institute of Surveyors with recent
experience in the location and category of property being valued. The valuation
has been incorporated in the financial statements as at 31st December, 2019
and it was performed on an open market value basis. Details of valuation
techniques are described below:

Information about Level 3 fair value measurements

Valuation techniques

Investment properties

RENE

Investment properties not under construction

The fair value of investment properties is determined by adoption of the
Income Capitalisation Approach whereby the existing rental income of all
lettable units of the property are capitalised for their respective unexpired
terms of contractual tenancies whilst vacant units are assumed to be let at their
respective market rents as at the valuation date. Upon expiry of the existing
tenancies, each unit is assumed to be let at its market rent as at the valuation
date, which in turn capitalised at the market yield as expected by investors
for each type of property. Due consideration has been given to expectations
of the renewals of Government lease upon its expiry. The summation of the
capitalised value of the term income for the leased portion, the capitalised value
of the reversion income as appropriately deferred for the leased portion and
the capitalised value for the vacant portion provides the market value of the

property.

The market rentals of all lettable units are made (a) by reference to the rentals
fetched in the property and/or (b) by reference to the lettings of similar
properties in the neighbourhood. The capitalisation rate adopted is made by
reference to the yields achieved in analysed market sales transactions and
the market expectation from property investors. This expected return reflects
implicitly the quality of the investment, the expectation of the potential for
future rental growth and capital appreciation, operating costs, risk factor and
the like.

Income capitalisation

Direct comparison

MEAFEBEZEE @)

BZE2019F K2018F 12 A31H ILF
B RASE—RNME_FMEZHNHE
B IREE=ZMNBAKE L - K&
EHEEERARRNERPHARQFE
BEoRzBBEENSERS -

R2019% % 2018412 A31 R ' FiF
REEREY G R BILAERG(E

M20194F12 A31 R - BEREMEDN
HEABES3.19/87T (20184 : B¥
52.341870) - ZEME MBI IHERM —
FrPR2RE — R TR - HEER
EEANEMBee Lt EFETHEEDE
O PR AE M B SR RIS A B AR 5 o (1B A
PRTISEER/ER WEA20194F
12 A31HZRER - [EEA RN
T

(il FHE=AEERFEEEH

Unobservable input

HEER FTEEBASY

Market rental

approach mimAE
WABRE

Capitalisation rate
BRX
Premium (discount) on

approach quality of the buildings
BERIEA BFEREE ()
FFIEEZEFRIREY %

REMEN R T EERRFEABNER
ERE - ENERSEEBYESHAEE
I 2 e W ARE D FIR B BB L R
ER MEEEMARKNEERS—
BHARTEESEN  BREKES
BHE—ENYE TSR BRER -
HA BRI EHRBA 2 AR BRE
MRFEK - R D MRRAZER
B BEERLEHAERS ZHERARN
BERERZEND CERBEZBNTHE
P EN TS EE -

FERELEMTSEEEZFHER ()2
ZhRMERDOES K% (b) 2 EHT
PR 2 R - Rz BRERS
EAMMSHERSFHZEREME
REEHMSNES - WEMDKREE
i RRIEENE R - RIRRE S
EMERNEZENEN CEBRA - B
FEYSEN IR



As a supporting approach to the Income Capitalisation Approach, the Direct
Comparison Approach is also adopted as a check for the valuation. Comparable
sales transactions of similar properties in the locality are collected and analysed
each in terms of a price per square footage. The collected comparables are
then adjusted to take account of the discrepancies between the property and
comparables in terms of time, location, age, building quality and the like.

The fair value measurement is positively correlated to the market rental and

negatively correlated to the capitalisation rate.

The movements during the period in the balance of these Level 3 fair value

measurements are as follows:

Investment properties — Commercial —
Hong Kong

At 1st January
Additions

Transfer from bank premises to
investment properties

Transfer from investment properties
to bank premises

Revaluation (deficit)/surplus
At 31st December

Investment properties — Commercial — Others
At 1st January
Revaluation surplus

Exchange adjustments

At 31st December

Fair value adjustment of investment properties is recognised in the line
item “valuation (losses)/gains on investment properties” on the face of the

consolidated income statement.

All the gains recognised in the income statement for the year arise from the

RENE-BR-BF
R1A18
HE

RITUHEAREYE

HIREMEBATIL
Bl (FR) /B8

M12A31H

BREME-AFE-HEM
M1A1R
BHAE%
[ 5 A

»12 8318

properties held at the end of the reporting period.
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BB RUESN - TR E R LEBOR LA
ZEME - EALAT L RER Y E 2 H
EXZERBERDIHN - UstEE—F
TROEE - BREZLEBRERREY
ERAILBREHNER  WREME -
BBk BTERREMERE-

EEATEEEATSHESAERHLR
RERREA EEAE A -

HRZEE-—RATBEECZHEY
T ¢

2019 2018

HKS Mn B¥EEXT HKSMnBEEST

5,234 5,092
- 7
118 64
- (394)
(33) 465
5,319 5,234
15 15
(1 -

14 15

BRENENRFEERARERA KSR
E2TEHEREDE(BR)/BNIET

FBEERNFERERZBNTRAR
REMERAFAEZME -
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Fair value measurement of properties (continued)
The net book value of bank premises and investment properties comprises:

MEXTFEEZEE (H)

Bank
premises
T4k

618

1,612
1,153

2019
Investment
properties
RENE
HKS Mn B¥EEx  HKSMn 2% EET
Freeholds KAKHE
Held outside Hong Kong EBBIME 14
Leaseholds &
Held in Hong Kong EEE
On long lease (over 50 years) REABL(C0OFMU L) 4,585
On medium-term lease (10 - 50 years) — FEIAH(10Z250F) 734
Held outside Hong Kong EEBMMEE
On long lease (over 50 years) REAH(S0FHUE) -

On medium-term lease (10 - 50 years)  FHRA(10250%) -
On short-term lease (below 10 years) EHEH10FUT) -

5333

The Group leases out investment properties under operating leases. The leases
typically run for an initial period from 1 to 10 years, with an option to renew
the leases after that date at which time all terms are renegotiated. None of the
leases includes contingent rentals.

Rental income receivable from investment properties held for use under
operating leases amounted to HK$175 million in 2019 (2018: HK$178 million).
There was no contingent rental recognised during the year 2019 (2018: Nil).

The total future minimum lease payments of bank premises and investment
properties held for use under non-cancellable operating leases are receivable as

follows:
Within one year 1FEARA
After one year but within two years 1FABE2FER
After two years but within three years 2EDEEIFER
After three years but within four years 3FNURELAFR
After four years but within five years AFPBRESER
After five years S5ELE

2,692
23

6,111

T RREMENREFERSE

2018
Investment Bank
properties premises
RENZ 173k

HKSMn B%EZT  HKSMn BREET

15 619
4,618 1,665
616 1,168

= 14

= 2,807

= 31
5,249 6,304

SERKEREAEHREDE - A
EFHATHIFEI10F  JHARKA
BEOBEMIGERESE - MAROL
TeERARE -

RER UKLHETABLENRED
¥ RYGES /B 1.75 T (2018
F BB 1.788T) - 2019FFEAR
BHERLARE (20184F : &) -

AT AT E A4S £ A B R A B 1T HE RIR
B 1) 2 B0 R PR K FE MR B N R A ER
T

2019 2018

HKS Mn B¥EET HKSMnBBESET
130 158

46 99

14 21

1 1

191 279
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35.OTHER ASSETS E#&#E

2019 2018
HKS Mn B¥EET HKSMnBEEST
Accrued interest FEETF 2 3,034 3,466
Customer liabilities under acceptances AEEFPARE 21,513 21,747
Other accounts* Hofth AR I8 * 11,318 9,294
Less: Impairment allowances (Note 45(a)(x)) B ORMEER AT Z45E)) (195) (291)
— Stage 1 —E—RR (44) (27)
- Stage 2 —ERER ) (6)
— Stage 3 —E=RE (144) (258)
35,670 34,216
Assets held for sale (Note 56) REEHEERE (H:t56) 39 688
35,709 34,904

*  Include nil contract assets (2018: nil) from contracts with customers under HKFRS 15. * BIER(BEEY RS ERDE 15 ATELE

HYEKIEE R (20184 ) o

36. FINANCIAL LIABILITIES DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS
EERABRESURRLAFEENESHMER

2019 2018
HKS Mn B¥EET HKSMnBREET

Deposits and balances of banks and

other financial institutions RITREM S BMEENTFRREH 3,182 1,335
Certificates of deposits issued BETEAE 27,401 9,462
Debt securities issued BEITERKES - 407

30,583 11,204
Financial liabilities above have been designated as at FVTPL when the Group holds BEAEERAEEABBRENRRAFE
related derivatives at FVTPL, and designation therefore eliminates or significantly EREBETETR A ESRBERETEAR
reduces an accounting mismatch that would otherwise arise. MmiBE AR A FEE - M E D ER

KRR D EETEAOER

The amount of change, during the period and cumulatively, in the fair value of FEHARZH R - TRIITEE RBRE
financial liabilities designated at FVTPL that is attributable to changes in the credit BUARRATFEENERABENAFEERR
risk of these liabilities and recognised in other comprehensive income is set out PRERMEEKERAEROSE - Mk
below. FHREBNZZABNEERR -
2019 2018
HKS Mn B EERT HKSMn BEEBEET
Balance at 1st January W1 A1 848 (3) (6)
Recognised in other comprehensive income
during the year FREEMBEERERABERANSE 4 3

Balance at 31st December W12 A31 B&# (7) (3)
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36. FINANCIAL LIABILITIES DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS
(CONTINUED)

EERABRBESURRLAFEENESREGE@W

There was no transfer of cumulative gain or loss within equity due to de-recognition FEMN(20184F : ®)WAKRAIEEHBBE
of liabilities designated at FVTPL during the year (2018: Nil). HARRRFEENEERELRER TR

BREZFRANSERERRERNERE -

The change in fair value attributable to changes in credit risk on financial liabilities AHARBERERABEERARNAFER
is calculated using the difference between the fair value of the financial liabilities HYREAOPBITHEREBNITBRER
at the reporting date and the present value computed with adjusted asset swap Mz ARBBEEEEMERABTSRE
spread. EEE RERNRE 2 AT FIZ S EERE -
The carrying amount of financial liabilities designated as at FVTPL was HK$164 H20194F EE ABBEREURBATEE
million lower than the contractual amount due at maturity (2018: HK$57 million CREBENREERAEIMEZEHNSHEE
lower). RiB# 1. 641487 (20184 : (KRB 5,700
B .

37.INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION Bt #&#R % 3% A BY Fr 8 84

(a) Current taxation in the statement of financial position represents: (o) BEEEBRAMNAKHFIES .

2019 2018
HKS Mn B¥EERXT HKSMnBEEETT

Provision for Hong Kong profits tax for the year REEBRBNEHER 1,024 829
Provisional profits tax paid BN EHFIEH (22) (652)

1,002 177
Balance of profits tax provision relating to prior years  LAfE 4 E Fl S 5 &% 945 915
Taxation outside Hong Kong FERBAINIIE 156 345

2,103 1,437
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(b) EEHRBEEERBRER
BRN AP BRRERPIEER A (BE),/
BENER B RENZEBNT -

(b) Deferred tax assets and liabilities recognised
The components of deferred tax (assets)/liabilities recognised in the consolidated
statement of financial position and the movements during the year are as follows:

2019
Depreciation
allowances in
excess of Impairment  Revaluation of
related  Revaluation of losses on financial assets
Deferred tax arising from: depreciation properties  financial assets atFvodl Tax losses Others Total
BRAM2E
W& R
BREENE SREEN AYEE
EEHERA : B BE NEEfR AER% CREEEf g Aty ag
HKS$ Mn HKS$ Mn HKS$ Mn HKS$ Mn HKS$ Mn HKS$ Mn HKS$ Mn
EMEER EMEER EMEER EMEER EYEER EMEER EMEER
At 1st January, 2019 R201961418 289 13 (675) 74 - 201 2
Charged/credited) toincome &M 8/ (B A)
statement (Note 18(3) (Mt 18) 38 - (570) - (338) (293) (1163)
(Credited)icharged to reserves  EEBR(FA)/ 3K
(Notes 43(b) and (g)) (WrE43) R (g) - @ - 132 - - 130
Exchange and other adjustments X RE o332 (1) - 18 - 4 31 5
At 31t December, 2019 #R20195 124318 326 11 (1.227) 206 (334) (61) (979)
2018
Depreciation
allowances in
excess of Impairment  Revaluation of
related  Revaluation of losseson  financial assets
Deferred tax arising from: depreciation properties financial assets at Fvocl Tax losses Others Total
BREMEE
W& R
BRATIE SREEMN AYERE
BERARE : BRESHE NxEfR AEE%X  SRAEER Bt Eff g
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
REBET REBET REBET REBET REBET REBET REBET
At 1st January, 2018 R2018F1A1R 218 100 (569) 136 - 64 (51)
Impact of adopting HKFRS 9 BFm(EEnBRS
EE)EIF 8 - - 68 8 - - 76
Restated balance at R201851A1R
st January, 2018 BERERMNER 218 100 (501) 144 - 64 25
Charged/(credited) to income ~ WERAXH/ (FA)
statement (ote 18(a)) (£ 18a) N - (196) 9) - 149 15
Charged/(credited) to reserves &R %3/ (FA)
(Notes 43(b) and (g)) (WrE430) R (g) = 13 = (64) = = (51)
Exchange and other adjustments 8 R &% = - 2 3 - (12) 13
At 31t December, 2018 R2018%12 4318 289 113 (675) 74 - 201 2
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37.INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION (CONTINUED)
5 % AR 5 2k A9 B9 PP S 8L ()

(b) Deferred tax assets and liabilities recognised (continued) (b) EEBEBEER S BERR ()
2019 2018
HKS Mn B¥EET HKSMnBBEET
Net deferred tax assets recognised on BRNI BRI R AELETE
the statement of financial position BEFE (1,563) (481)
Net deferred tax liabilities recognised on TR R B 5 R R 2R MO IRRE 7D 18
the statement of financial position BfEFE 584 483
(979 2

(0 REERELEHREEE
FA AT B R SR A A B BB I P e T
BOERBEFABRBEMER  AEEY
KHERREBHRAEN 1.07 87T (20184 : 8
%1.0287T) RIBIEBUARE - 1B EREH

(c) Deferred tax assets not recognised
The Group has not recognised deferred tax assets in respect of cumulative tax losses
of HK$107 million (2018: HK$102 million) as it is not probable that future taxable
profits against which the losses can be utilised will be available in the relevant tax
jurisdiction and entity. Under the current tax legislation, the expiry dates of the tax

losses were as follows:

Bi&H - ZERENIHALT

2019 2018
HK$ Mn B¥BEER HKSMn BEBEET
Expiring within 5 years RAFAEIH 10 3
No expiry date EEH R 97 99
107 102
38. OTHER LIABILITIES HEftt& &

2019 2018
HK$ Mn B¥EER HKSMn BEBEET

Other liabilities HingfE
Accrued interest payable FEET IR RIS 3,585 3,279
Acceptance draft payable EREREE 21,513 21,747
Impairment allowances (Note 45(a)(x)) B ZER (f1 5L 45(a)(x)) 82 111
- Financial guarantee contracts issued —BEERHBBERED 8 15
— Loan commitments issued - BRELEFRE 74 9%
Liabilities held for sale (Note 56) RAELEE & (M1 56) - 7
Lease Liabilities HEGE 1,107 -
Other accounts* H b BRIE* 30,012 26,300
56,299 51,444

*  Include contract liabilities of HK$616 million (2018: HK$633 million) from contracts with
customers under HKFRS 15.

* EREH(EEH RS ER)E 15 SEEE
HE A B EEK6.161ET (20184 : jE#

6.33187T) °




Subordinated notes, at amortised cost with fair value ¥ $5Ak AN K A8 A (B (E 4R A%

hedge adjustments
USD600 million fixed rate subordinated notes

USD500 million fixed rate subordinated notes

USD500 million fixed rate subordinated notes

Subordinated notes at amortised cost
RMB1,500 million fixed rate subordinated notes

TR MR ERIR
7202057 R 16 REIHME 8
6IEETRERR
7E20245 11 A 20 BEIHEE 8
SEXTRERRE
720265 11 A3 AZIHME S
SEXTRERRE
REHKATRO R ERE
7E20294 4 A 25 A 3IHME 8
ARBISETRERE

due 16th July, 2020 (1)

due 20th November, 2024 (2)

due 3rd November, 2026 (3)

due 25th April, 2029 (4)

The Group has not had any defaults of principal, interest or other breaches with
respect to its debt securities during the years ended 31st December, 2019 and
2018.

Q)

Two tranches of loan capital of face value totalling HK$4,672 million (USD600
million) and carrying amount totalling HK$4,699 million (2018: HK$4,710
million) were issued on 16th July, 2010 (USD450 million) and on 23rd July,
2010 (USD150 million) by the Bank. These subordinated notes carrying a
coupon rate of 6.125% qualifying as Tier 2 capital are listed on the Singapore
Stock Exchange and will mature on 16th July, 2020. The notes are under fair
value hedge accounting and hedge ineffectiveness of HK$5 million loss was
recorded in 2019 (2018: HK$4 million loss).

Loan capital of face value of HK$3,916 million (USD500 million) and carrying
amount of HK$3,878 million as at 31st December, 2018 represent 4.25%
subordinated notes (under the Euro Medium Term Note Programme) qualifying
as Tier 2 capital issued on 20th November, 2014 by the Bank. The Bank has fully
redeemed the subordinated notes on 20th November, 2019.

Loan capital of face value of HK$3,894 million (USD500 million) and carrying
amount of HK$3,864 million (2018: HK$3,770 million) represents 4%
subordinated notes (under the Euro Medium Term Note Programme) qualifying
as Tier 2 capital issued on 3rd November, 2016 by the Bank. The notes are listed
on the Hong Kong Stock Exchange and will mature on 3rd November, 2026.
The notes are under fair value hedge accounting and hedge ineffectiveness of
HK$0.3 million loss was recorded in 2019 (2018: HK$1 million loss).

Loan capital of face value of HK$1,677 million (RMB1,500 million) and carrying
amount of HK$1,675 million represents 4.94% subordinated notes issued on
25th April, 2019 by the Bank’s subsidiary, The Bank of East Asia (China) Limited.
The notes will mature on 25th April, 2029.

)

@

€)

@
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2019 2018
HKS Mn B¥EEX HKSMnBEEST
4,699 4,710
- 3,878
3,864 3,770
1,675 -
10,238 12,358

#HZE2019K% 2018512 A31 B IEFE AR
SEHEMETZEBEFNASMAEL
EENOLTET

Q)

REBEEARELL6.721E T (618
En) REEEEBBEL6.99E T
(20184 : B¥47.108 ) WEEE
N EEAAITR201057 8161
(4.518%7T) RK201047 A23R
(1.518%7T) #1TF8.6.125% " W=TE
R-_WMERNRERE - R BRI
WR B LT X RN 202067 A 16
BEH -#£2019%F - RERA R FEEY
B EDAM SIS R B BB B
AR S5008 7T (20184 : B# 4008 T
B8 o

SEEEE% 3916187 (58%7T) kAR
EEE® 3BT EBIMNEEER =4
AAITR20146 11 H20B ETF 2
4.25% 32018 12 A31 BFLER
—REBERHRETE (BEBNEARHRRE
BEETEI31T) - A1T7 20194 11 520
B28EOZSRERE -

EE{EE 389418 T (5E%kT) BIE
B8 % 38.6418 7 (20184 : jH#
37.70f87m) MEEER - RIFHANTTR
20164 11 A3 A%{TEE 4% WiFFE
BZHRERNBEZRE EBONERH
HIEE A BI%1T) - REEHE R RAT
T W 2026411 A3HEIH -
£20194 - RERAAFEEL R e
e ER LN E D EBIEAE 308 T
(20184 : E# 1008 THE) °

SHEBE16.77RT(ARKI15ET)
REEEEB16.75ETHNEEER
EHEBATHEBARREHEN2019
FAR25AETHEEAL94% ~ZEFE
1§ 202964 A25 B 5|8 -
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The Bank has adopted Staff Share Option Schemes whereby the Board of the Bank
may at its discretion grant to any employees, including Executive Director(s) and Co-
Chief Executive, of the Group options to subscribe for ordinary shares of the Bank.
Except as provided otherwise in the rules of the relevant Scheme(s), share options
granted under the 2011 Scheme and 2016 Scheme may be exercised beginning on
the Vesting Date and ending on the fifth anniversary of the Vesting Date. All options

were granted for nil consideration.

(a) Particulars of share options:

(i) Share options granted in years 2011 to 2018:

Date of grant Tranche
RTAH Ho
05/5/2011 T3
10/5/2012 T2
10/5/2012 T3
03/5/2013 T1
03/5/2013 T2
03/5/2013 T3
02/5/2014 T1
02/5/2014 T2
02/5/2014 T3
04/5/2015 T1
04/5/2015 T2
04/5/2015 T3
08/4/2016 T1
08/4/2016 T2
08/4/2016 T3
07/4/2017 T
07/4/2017 T2
07/4/2017 T3
10/4/2018 T1
10/4/2018 T2
10/4/2018 T3

(i) Share options granted in year 2019:

Date of grant Tranche
RFAH ;o
19/7/2019 T1
19/7/2019 T2
19/7/2019 T3

Vesting period
R

05/5/2011-04/5/2014
10/5/2012-09/5/2014
10/5/2012-09/5/2015
03/5/2013-02/5/2014
03/5/2013-02/5/2015
03/5/2013-02/5/2016
02/5/2014-01/5/2015
02/5/2014-01/5/2016
02/5/2014-01/5/2017
04/5/2015-03/5/2016
04/5/2015-03/5/2017
04/5/2015-03/5/2018
08/4/2016-07/4/2017
08/4/2016-07/4/2018
08/4/2016-07/4/2019
07/4/2017-06/4/2018
07/4/2017-06/4/2019
07/4/2017-06/4/2020
10/4/2018-09/4/2019
10/4/2018-09/4/2020
10/4/2018-09/4/2021

Vesting period
AR

19/7/2019-18/7/2020
19/7/12019-18/7/2021
19/7/2019-18/7/2022

AITRANEERRFERESTETH
BROBEETAKRBZEMNEER - BEH
TEERBETHRAR  URBATEBR
B - BB EMNRUSHEREN  RE
20114 % 2016 4 {& B R 81 PA R T R
BRENTESNRARBARRERBANS
S5EFLL o A RIRAES AT BT A B
d o

(a) B
(i) 7E20114 = 20184 FH% T H0RAHE :

Exercise period Exercise price per share

T BRITEE

HKS$ &% 7T
05/5/2014-05/5/2019 32.00
10/5/2014-10/5/2019 28.99
10/5/2015-10/5/2020 28.99
03/5/2014-03/5/2019 31.40
03/5/2015-03/5/2020 31.40
03/5/2016-03/5/2021 31.40
02/5/2015-02/5/2020 32.50
02/5/2016-02/5/2021 32.50
02/5/2017-02/5/2022 32.50
04/5/2016-04/5/2021 34.15
04/5/2017-04/5/2022 34.15
04/5/2018-04/5/2023 34.15
08/4/2017-08/4/2022 28.45
08/4/2018-08/4/2023 28.45
08/4/2019-08/4/2024 28.45
07/4/2018-07/4/2023 32.25
07/4/2019-07/4/2024 32.25
07/4/2020-07/4/2025 32.25
10/4/2019-10/4/2024 32.25
10/4/2020-10/4/2025 32.25
10/4/2021-10/4/2026 32.25

(i) E2019F i T HIBAAE

Exercise period Exercise price per share

T BRITEE

HKS$ B % 7T
19/7/2020-19/7/2025 22.45
19/7/2021-19/7/2026 22.45

19/7/2022-19/7/2027 22.45



(b) The number and weighted average exercise prices of share options

(c

~

are as follows:

2019

Weighted
average
exercise price
T
TEE
HKS &%

Outstanding at the beginning
of the year F R 31.78
Exercised during the year FEATE -
Granted during the year FEAKT 22.45
Lapsed during the year FREANKK 31.02
Outstanding at the end of the year F R ## 30.49
Exercisable at the end of the year R A] #77(# 31.78

There were no share options exercised during the year and the weighted average
share price at the date of exercise for the year 2018 was HK$34.16.

The options outstanding at 31st December, 2019 had an exercise price from
HK$22.45 to HK$34.15 (2018: from HK$28.45 to HK$34.15) and a weighted
average remaining contractual life of 3.60 years (2018: 3.69 years).

Fair value of share options and assumptions

The fair value of services received in return for share options granted is measured by
reference to the fair value of share options granted. The estimate of the fair value
of the share options granted is measured based on a trinomial lattice model. The
contractual life of the option is used as an input into this model.
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(b) ETERRENEE R NEFHT

EEMT :
2018
Weighted
Number of average Number of
options exercise price options
=R TS R A
L | 1T1EE 2
MnE& HK$ &% T MnES
38 31.64 34
- 31.17 )
6 32.25 6
(4) 31.73 =
40 31.78 38
28 31.85 25
FE ERREEITERN2018F

(©

#2019 12 A31 8 » MARTTHRBRIENTT
fEEREK22.45 T=8%34.157C (2018
F: @|EK28.45 =B 34.157L) © RF
BAKNFH 2 INEFI9ER3.604 (2018
& :3.69%F) °

RRENDFEERER

RSRG A RRBRENA FRERE TR
Bt AT EEE - KT RRIEZ B A
FEER AR AR EES - RREN S
NEBRRREBREANSH -
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Fair value at measurement date
— Tranche 1
— Tranche 2
- Tranche 3
Share price at measurement date
Exercise price
Expected volatility
Option life
— Tranche 1
- Tranche 2
— Tranche 3

Expected dividends

(c) Fair value of share options and assumptions (continued)

T6E(E
BEORIE
RIEFH

Risk-free interest rate (based on Hong Kong

Government Bonds)

The expected volatility is based on the historic volatility and the expected dividends
are based on historical dividends prior to grant date. Changes in the subjective input

ERBRAE (REEERGES)

assumptions could materially affect the fair value estimate.

Share options were granted under a service condition. This condition has not been
taken into account in the grant date fair value measurement of the services received.

There were no market conditions associated with the share option grants.

(0 RBRENAFEERRERR @)

2019

HKS ##2.85 T
HKS$ % 2.80 T
HKS % 2.65 T
HKS & #22.45 ¢
HKS$ &% 22.45 ¢
24.00%

6 years F
7 years
8 years
8.95%-10.10%

1.34%

2018

HK$ % 4.96 7T
HKS$ 8% 5.17 7T
HK$ %&#5.32 7T
HK$ B#32.257¢
HK$ 5% 32.257¢
19.45%

6 years
7 years
8 years
3.71%-5.15%

1.71%

TEETR IR R AR BB E 2R E MR EEITAA
BERSHERE - TBEBARRNE

AREBAZEATEENMG -

RN T AN S RBIGM - ZRBIGMT
WARHAGFERE T EESREN R FE

B BTRREETISBER L MR -

2019 2018
No. of shares No. of shares
RABE Kin# A
MnEE HKS Mn % EERT MnEE HK§MnB¥EET
Ordinary shares, issued and fully paid: BETRAREER
At 1st January R1A18 2,846 39,925 2,765 37,527
Shares issued under Staff Share
Option Schemes RIEE BRI ETHRR - - 3 73
Transfer of the fair value of options
from capital reserve - share options ~~ RIRENATEEE S AARE
issued (Note 43(f)) —BRTRIRE (Wi#43(10) - - - 12
Shares issued in lieu of dividend IR B TR 61 1,454 78 2,313
At 31st December R12A318 2,907 41,379 2,846 39,925



Pursuant to the approved Staff Share Option Schemes (the “Schemes”), options to
purchase ordinary shares in the Bank were granted to eligible employees. Except
as provided otherwise in the rules of the relevant Scheme(s), share options granted
under 2011 and 2016 Scheme will be exercisable during the period beginning on
the Vesting Date and ending on the fifth anniversary of the Vesting Date.

Shares issued under Staff Share Option Schemes

No options were exercised during 2019. In 2018, options were exercised to
subscribe for 3 million ordinary shares in the Bank at a consideration of HK$73
million which was credited to share capital account. HK$12 million has been
transferred from the capital reserve to the share capital account in accordance with
policy set out in Note 2(y)(iv).

BIN—BEARTA
6.50{FE T AT A IR

Additional Tier 1 Capital Securities

USD650 million undated non-cumulative
subordinated capital securities (1)
USD500 million undated non-cumulative SEETEIMHAERER

subordinated capital securities (2)

USD650 million undated non-cumulative 650 BETERHEIERFER

subordinated capital securities (3)

(1) On 2nd December, 2015, the Bank issued undated non-cumulative
subordinated capital securities with a face value of US$650 million (equivalent
to HK$5,016 million net of related issuance costs). The Additional Tier 1 Capital
Securities are undated and bear a 5.50% coupon until the first call date on 2nd
December, 2020. The coupon will be reset every five years if the Additional Tier
1 Capital Securities are not redeemed to a fixed rate equivalent to the then-
prevailing five-year US Treasury rate plus 3.834% per annum. The coupon
payments may be cancelled at the sole discretion of the Bank. The Additional
Tier 1 Capital Securities will be written down if a non-viability event occurs and
is continuing. They rank higher than ordinary shares in the event of a winding-

up.

The first scheduled coupon payment date was 2nd June, 2016 and the coupon
shall be payable semi-annually. The Bank has the right to cancel coupon
payment (subject to the requirement as set out in the terms and conditions
of the Additional Tier 1 Capital Securities) and the coupon cancelled shall not
be cumulative. However, the Bank is stopped from declaring dividend to its
ordinary shareholders unless the next scheduled coupon payment is paid.

BERES Q)

BEAES 2

BEAES 3
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RFEZAERESRBEE ([FHE1))
REER T AR ERARBAITHEBER
0 - REBBFENRAASEREN  RE
20114 %2016 & B RRET &R TR
BENTEMRAMEBEARAREEEAN
FE5RAFLE -

REESDRESTERTHRSG
20194 [ 79 3 48 3R AR HE 7T 1 - 742018
F o BITERBIEARBATTEBR300E
Bz RBAEET7,30087T  BEFARA -
RIFEE BRI EE 20 (V) T8 - B B A
8RB 1,200 BTERAR ©

2019 2018
HKS Mn B¥EEXT HKSMn BERERT

5,016 5,016
3,878 3,878
5,069 =
13,963 8,894

(1) 7201512 A28 » RITEITHEIEE.5
BETIRABBITRARESEER
50.16f870) MBI M AR BREEAR
TATFEIN-BREARTR] - ZHEI—H
EARATERETNHARK550%8
X -FHZE2020F12A8288F — Kkl
Bl H - Z B —REATRI LA
ERNERAFHXEERFBXNFS
3.834% 2 BEEFKEE - B XK EIZ
BAFENETE - ATUBTRERS
BUBXFIE - R —AEEKE S
IR ERE  ZBI—REATAER
S - RBI-REATRERE
BREMABLEBRAELE -

F-RBEEMNEXNER20165F6A2
B MM BREFFEIN - ATEE
BOEX RIS (BARZBEIN—BRER
TREIEZ GFRARARR) RE
BOHZ M B R A RIER] © FRIFTIRTE
ENBLEXN  ATREILEMIKE
BETERBRBR -
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The principal of the Additional Tier 1 Capital Securities will be written off up to
the amount as directed or agreed with the HKMA if the HKMA notifies the Bank
that in the opinion of the HKMA, the Bank would become non-viable if there is
no written off of the principal.

The Bank has a call option to redeem all the outstanding capital securities from
2nd December, 2020 or any subsequent coupon payment date, but subject to
restriction as set out in the terms and conditions.

On 18th May, 2017, the Bank issued undated non-cumulative subordinated
capital securities with a face value of US$500 million (equivalent to HK$3,878
million net of related issuance costs). The Additional Tier 1 Capital Securities
are undated and bear a 5.625% coupon until the first call date on 18th May,
2022. The coupon will be reset every five years if the Additional Tier 1 Capital
Securities are not redeemed to a fixed rate equivalent to the then-prevailing
five-year US Treasury rate plus 3.682% per annum. The coupon payments may
be cancelled at the sole discretion of the Bank. The Additional Tier 1 Capital
Securities will be written down if a non-viability event occurs and is continuing.
They rank higher than ordinary shares in the event of a winding-up.

The first scheduled coupon payment date was 18th November, 2017 and the
coupon shall be payable semi-annually. The Bank has the right to cancel coupon
payment (subject to the requirement as set out in the terms and conditions
of the Additional Tier 1 Capital Securities) and the coupon cancelled shall not
be cumulative. However, the Bank is stopped from declaring dividend to its
ordinary shareholders unless the next scheduled coupon payment is paid.

The principal of the Additional Tier 1 Capital Securities will be written off up to
the amount as directed or agreed with the HKMA if the HKMA notifies the Bank
that in the opinion of the HKMA, the Bank would become non-viable if there is
no written off of the principal.

The Bank has a call option to redeem all the outstanding capital securities
from 18th May, 2022 or any subsequent coupon payment date, but subject to
restriction as set out in the terms and conditions.
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(3) On 19th September, 2019, the Bank issued undated non-cumulative

subordinated capital securities with a face value of US$650 million (equivalent
to HK$5,069 million net of related issuance costs). The Additional Tier 1
Capital Securities are undated and bear a 5.875% coupon until the first call
date on 19th September, 2024. The coupon will be reset every five years if the
Additional Tier 1 Capital Securities are not redeemed to a fixed rate equivalent
to the then-prevailing five-year US Treasury rate plus 4.257% per annum. The
coupon payments may be cancelled at the sole discretion of the Bank. The
Additional Tier 1 Capital Securities will be written down if a non-viability event
occurs and is continuing. They rank higher than ordinary shares in the event of
a winding-up.

The first scheduled coupon payment date was 19th March, 2020 and the
coupon shall be payable semi-annually. The Bank has the right to cancel coupon
payment (subject to the requirement as set out in the terms and conditions
of the Additional Tier 1 Capital Securities) and the coupon cancelled shall not
be cumulative. However, the Bank is stopped from declaring dividend to its
ordinary shareholders unless the next scheduled coupon payment is paid.

The principal of the Additional Tier 1 Capital Securities will be written off up to
the amount as directed or agreed with the HKMA if the HKMA notifies the Bank
that in the opinion of the HKMA, the Bank would become non-viable if there is
no written off of the principal.

The Bank has a call option to redeem all the outstanding capital securities from
19th September, 2024 or any subsequent coupon payment date, but subject to
restriction as set out in the terms and conditions.
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43. RESERVES f#1&

The Group &£ The Bank 17
2019 2018 2019 2018
HKSMn 8% EEx  HKSMnE%EET  HKSMnig%EERT  HKSMn BEEET
(@ General reserve @ —RE®
At 1st January R1A1B 14,054 14,060 13,460 13,460
Transferred from property
revaluation reserve on disposals HERERNEEHGER 5 - 5 -
Transfer to retained profits BABFRA (408) (6) - -
At 31st December R12A318 13,651 14,054 13,465 13,460
(b) Revaluation reserve on bank premises (b) #7itE R
At st January R1A18 1,752 1,757 1,761 1,746
Recognition of deferred tax RELHEEE/ (BF)
assets/(liabilities) (Note 37(b)) (H#37(b) 2 (13) 2 (13)
Transferred to general reserve
on disposals HELBA—RERE (5) = (5) -
Revaluation surplus on bank
premises transferred to THERBREARENE
investment properties (Note 34) (Hfi£34) 99 8 99 28
At 31st December R12A318 1,848 1,752 1,857 1,761
(0 Statutory reserves (© “x&eE
At 1st January R1A1A 4,965 4,891 - -
Transfer from retained profits A ERE] 282 74 - -
At 31st December R®12A318 5,247 4,965 - -
(d) Capital reserve d) BExERE
At 1st January R1A1B 933 230 - -
Transfer from retained profits BRRFET 157 703 - -
At 31st December R12A318 1,090 933 - -
(e) Exchange revaluation reserve @) ERERREE
At 1st January W1A1H (1,426) 487 ®3) 127
Exchange adjustments EH A% (203) (1,913) 46 (130)
At 31st December R12A318 (1,629) (1,426) 43 3)
(f) Capital reserve () BExGERE
- staff share options issued -BETEERRE
At 1st January R1A1B 158 135 158 135
Transfer of the fair value of options
to share capital RRBATEERARS - (12) - (12)
Forfeited options transferred
to retained profits B HARES ABERT (18) = (18) =
Additions bl 23 35 23 35
At 31st December R12A318 163 158 163 158
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The Group &8 The Bank 17
2019 2018 2019 2018
HKS Mn 2% EERT  HKSMnAMEET HKSMn#BEER  HKSMn ABEEL
(9) Fair value reserve 0 ATEERE
At 1st January R1A1H 664 1,454 605 1,126
Impact of adopting HKFRS 9 REM(EARBREEA)
FIRHE - (162) - (85)
Restated balance at 1st January M1 A1 BEERENER 664 1,292 605 1,041
Changes in fair value of securities FHHATEEED 2,091 (636) 1,119 (549)
Reversal upon disposal (Notes 75) W ERER (H7215) (285) (52) 4 (20)
Recognition of deferred tax BRETHELEE/(AfE)
assets/(liabilities) (Note 37(b)) (H#37) (132) 64 (121) 137
Amortisation i U] (4) 7 (4)
At 31st December n12A31H 2,331 664 1,600 605
(h) Hedging reserve (h) ke
At 1st January R1A18 15 11 - -
Changes in fair value of
hedging instruments HHIANATEELS (5) (1) - -
Fair value change reclassified (BA) /EEhaERE
(to)/from income statement AT EERS) (9 5 - -
At 31st December R12A318 1 15 - -
(i) Liability credit reserve () afEEERE
At 15t January M1A1H 3) = (50) =
Impact of adopting HKFRS 9 REFB(E R BREER)
FORHE - (6) - (134)
Restated balance at 1st January ®1A1BEERENLEH (3) (6) (50) (134)
Changes in fair value arising BFEEEEELN
from changes in own credit risk ATV EELE @ 3 43 84
At 31st December ®12A318 (7) 3) (7) (50)
() Other reserves () EfrE
At 1st January R1A1E (2) 40 - -
Share of changes in equity EEBERARAELE
of associates and joint ventures BERNEY 102 (42) - -

At 31st December

W12A31H

100 )
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43. RESERVES (CONTINUED) & (&)

The Group £E The Bank #17
2019 2018 2019 2018
HKS Mn #%EEx  HKSMnB%EET HKSMn#%EER HKSMn #¥EER
(k) Retained profits k) BEEH
At 1st January R1A1B 30,791 28,890 18,934 17,227
Impact of adopting HKFRS 9 AFEM(E BRI BRERER)
FORZHE - (32) - (337)
Restated balance at 1st January W1 A1 EEEREZ LR 30,791 28,858 18,934 16,890
Net profit for the year FENEH 3,260 6,509 6,120 5,637
Transfer from general reserve BE—RKER 408 6 - -
Transfer to capital reserve YN (157) (703) - -
Transfer from capital reserve BAERGERE
- staff share options issued —BRTEEAME 18 - 18 -
Transfer to statutory reserve BAAERE (282) (74) - -
Dividends (Note 20) &8 (#120)
- Interim dividend —HhERE (319) (1,432) (319) (1,432)
- Second interim dividend in
respect of prior years - LERE-RBHRE (910) (1,660) (910) (1,660)
- Special dividend in respect of
prior years - FEERARE (996) - (996) -
~ Hybrid Tier 1 capital instruments —BA—REAIA (179) 212) - =
- Additional Tier 1 capital
instruments —BH—REARTA (501) (501) (501) (501)
At 31st December R12A318 31,133 30,791 22,346 18,934
()  Total reserves () FEER 53,928 51,901 39,467 34,865

General reserve was set up from the transfer of retained earnings and the realised

revaluation surplus on disposal of properties.

Revaluation reserve on bank premises and exchange revaluation reserve have been
set up and are dealt with in accordance with the accounting policies adopted for the

— BRI - DEREBERRR LS

MEBNEEREGHRM -

revaluation of bank premises and foreign currency translation.

Statutory reserves are set up to satisfy the statutory requirements of certain overseas

subsidiaries and associates mainly for the purpose of covering unidentified potential R

losses on risk assets in addition to those recognised under the prevailing accounting
requirements in their jurisdictions.
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fETTHERMSMNE T E TR A B & 5T BK
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Capital reserve represents the capitalisation of subsidiaries’, associates’ and joint
ventures' reserves.

Capital reserve — staff share options issued comprises the fair value of the actual
or estimated number of unexercised share options granted to employees of the
Bank recognised in accordance with the accounting policy adopted for share based
payment in Note 2(y)(iv).

Fair value reserve comprises the cumulative net change in the fair value of FVOCI
securities held until the securities are derecognised and is dealt with in accordance
with the accounting policies in Notes 2(h).

Hedging reserve comprises the effective portion of the cumulative net change in the
fair value of cash flow hedging instruments related to hedged transactions.

Liability credit reserve includes the cumulative changes in the fair value of the
financial liabilities designated as at FVTPL that are attributable to changes in the
credit risk of these liabilities other than those recognised in profit or loss.

Other reserves represent share of changes in equity of associates in respect of
investment revaluation reserve and revaluation reserve of bank premises.

A regulatory reserve is maintained to satisfy the provisions of the Hong Kong
Banking Ordinance for prudential supervision purposes by earmarking amounts
in respect of losses which the Bank will or may incur on loans and advances and
investments in addition to impairment losses recognised. Movements in the reserve
are earmarked directly through retained earnings and in consultation with the
HKMA. As at 31st December, 2019, the effect of this requirement is to restrict
the amount of reserves which can be distributed by the Bank to shareholders by
HK$5,162 million (2018: HK$5,112 million).

At 31st December, 2019 the aggregate amount of reserves available for distribution
to equity holders of the Bank was HK$28,003 million (2018: HK$23,946 million).
After the end of the reporting period the directors declared a second interim
dividend of HK$0.35 per ordinary share (2018: second interim dividend of HK$0.32
per share and a special dividend of HK$0.35 per share), amounting to HK$1,017
million (2018: second interim dividend of HK$910 million and a special dividend of
HK$996 million). The dividend has not been recognised as a liability at the end of the
reporting period.
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44, NON-CONTROLLING INTERESTS iz

2019 2018

HKS Mn B EERT HKSMn BEEETT

At 1st January R1A1H 2,855 2,838

— final dividend in respect of previous year —FEEREBRE (52) (53)

— interim dividend in respect of current year —AREEHEHRE - -
Decrease in non-controlling interests arising from —Fft BB A AR AN T 48 B

capital reduction of a subsidiary TR SRS - (35)

Change of ownership in subsidiaries MEBAR 2 HEEES 3 55

Redemption of Hybrid Tier 1 capital instruments BERE—HEATIER (2,495) -

Other comprehensive income Hih 2 E K E (19 5

Profit for the year FE RN 76 45

At 31st December ®12A31H 368 2,855




This section presents information on the Group’s management of principal risks.

The Group has established a risk governance and management framework in line
with the requirements set out by the HKMA and other regulators. This framework
is built around a structure that enables the Board and Senior Management to
discharge their risk management-related responsibilities with appropriate delegation
and checks and balances. These responsibilities include defining risk appetite in
accordance with the Group’s business strategies and objectives, formulating risk
policies that govern the execution of those strategies, and establishing procedures
and limits for the approval, control, monitoring, and remedy of risks.

The RIC stands at the highest level of the Group’s risk governance structure under
the Board. It consists of five INEDs (including the Chairman of the Committee) and
two NEDs. The RIC provides direct oversight over the formulation of the Group’s
risk appetite, and sets the levels of risk that the Group is willing to undertake with
reference to its financial capacity, strategic direction, prevailing market conditions,
and regulatory requirements.

The RIC also ensures that the Group’s risk appetite is reflected in the policies and
procedures that Senior Management adopt to execute their business functions.
Through the Group’s management committees, including Crisis Management
Committee, Risk Management Committee, Credit Committee, Asset and Liability
Management Committee, and Operational Risk Management Committee — and
with overall co-ordination by the Risk Management Division — the RIC regularly
reviews the Group’s risk management framework and ensures that all important
risk-related tasks are performed according to established policies and with
appropriate resources.

The Crisis Management Committee and Risk Management Committee comprise the
Senior Management and the Group Chief Risk Officer.

The Credit Committee, Asset and Liability Management Committee, and
Operational Risk Management Committee comprise the Senior Management, the
Group Chief Risk Officer and where appropriate senior executives from the relevant
areas.

The Group has implemented an ERM framework. The ERM framework is
promulgated with the objectives of identifying and managing potential risks in a
holistic and effective manner, fulfilling the HKMA's higher expectations with regard
to the risk management of the Group as a Domestic Systemically Important Bank,
and reinforcing the “Three Lines of Defence” risk management model.
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The Group has adopted the “Three Lines of Defence” risk management structure to
ensure that roles and responsibilities in regard to risk management within the Group
are clearly defined. The “Three Lines of Defence” model is summarised as follows:

e The first line of defence comprises the Risk Owners, who are heads of
business units or support units of the Bank Group, together with staff under
their management. They are primarily responsible for the day-to-day risk
management of their units, including establishing and executing specific risk
control mechanisms and detailed procedures.

e The second line of defence consists of the Risk Controllers who are designated
staff responsible for setting out a risk management governance framework,
monitoring risks independently and supporting the management committees in
their oversight of risk management for the Bank Group.

e The third line of defence is the Internal Audit Division, which is responsible for
providing assurance as to the effectiveness of the Group’s risk management
framework, including risk governance arrangements.

The Group Chief Risk Officer co-ordinates all risk management-related matters
of the Group, works closely with the Risk Controllers on the formulation of risk
management policies and exercises risk oversight at the Group level through a
functional working relationship with all Risk Controllers and Risk Owners.

The Group faces a variety of risks that could affect its franchise, operations, and
financial conditions. Under the ERM framework, the principal risks comprise credit
risk, interest rate risk, market risk, liquidity risk, operational risk, reputation risk,
strategic risk, legal risk, compliance risk, technology risk, business continuity risk,
and new product and business risk.

The Group has formulated policies to identify, measure, monitor, control, and report
on the various types of risk and, where appropriate, to allocate adequate capital to
cover those risks. The Group’s major risk management policies and control limits are
approved by the Board and are reviewed and enhanced on a regular basis to cater
for market changes, statutory requirements, and best practice in risk management
processes. The Board has delegated the responsibility for ongoing risk management
to the RIC and the management committees. Significant risk management-related
issues must be reported to the Board, which oversees risk management. Moreover,
on a daily basis, the Group Chief Risk Officer is responsible for overseeing the
Group's risk management issues, which include, but are not limited to, the risk
management infrastructure, strategies, appetites, culture, and resources.
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Stress testing is an integral part of the Group’s risk management. The Group
regularly performs stress tests on the principal risks, where appropriate, to assess the
potential impact of stressed business conditions (including hypothetical situations
such as a significant economic downturn in Mainland China and Hong Kong) on
the Group’s financial positions, in particular, capital adequacy, profitability, and
liquidity. Whenever necessary, a prompt management response will be developed
and executed to mitigate potential impacts.

(a) Credit risk management

Credit risk is the risk of loss arising from a borrower or counterparty failing to meet
its obligations.

The Credit Committee is responsible for managing all credit risk-related issues of the
Group, while the Credit Risk Management Department under the Risk Management
Division of the Group is responsible for monitoring activities relating to credit
risk. The Group identifies and manages credit risk by defining the target market
segment, formulating appropriate credit policies, carrying out credit assessment
and monitoring of asset quality. Credit risk control limits are set for different levels.
Risk, return, and market situation are considered when setting all limits. Active limit
monitoring is undertaken.

In evaluating the credit risk associated with an individual customer or counterparty,
financial strength and repayment ability are always the primary considerations.
Credit risk may be mitigated by obtaining collateral from the customer or
counterparty.

The Group has established policies, procedures, and rating systems to identify,
measure, monitor, control, and report on credit risk. In this connection, guidelines
for management of credit risk have been laid down in the Group’s Credit Risk
Management Manual. These guidelines stipulate delegated lending authorities,
credit underwriting criteria, credit monitoring processes, an internal rating structure,
credit recovery procedures and a provisioning policy. They are reviewed and
enhanced on an ongoing basis to cater for market changes, statutory requirements,
and best practice in risk management processes.
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(a) Credit risk management (continued)
The Group’s credit risk management for the major types of credit risk is depicted as

follows:

0

(ii)

(iii

=

=

Corporate and bank credit risk

The Group has laid down policies and procedures to evaluate the potential
credit risk of a particular counterparty or transaction and to approve the
transaction. For corporate and bank customers, the Group has different internal
rating systems that are applied to each counterparty. For exposure classified as
Specialised Lending in particular, supervisory slotting criteria are adopted. To
monitor credit concentration risk, the Group has preset limits for exposures to
individual industries and for borrowers and groups of borrowers. The Group
also has a review process to ensure that the level of review and approval is
proper and will depend on the size of the facility and rating of the credit.

The Group undertakes on-going credit analysis and monitoring at several levels.
The policies are designed to promote early detection of counterparty, industry
or product exposures that require special monitoring. The overall portfolio risk
as well as individual impaired loans and potential impaired loans are monitored
on a regular basis.

Retail credit risk

The Group's retail credit policy and approval process are designed for the
fact that there are high volumes of relatively homogeneous and small value
transactions in each retail loan category. The design of internal rating system
and formulation of credit policies are primarily based on the demographic
factors and the loss experience of the loan portfolios. The Group monitors its
own and industry experience to determine and periodically revise product terms
and desired customer profiles.

Credit risk of treasury transactions

The credit risk of the Group’s treasury transactions is managed in the same way
as the Group manages its corporate and bank credit risk. The Group applies
an internal rating system to its counterparties and sets individual counterparty
limits.

Credit-related commitment

The risks involved in credit-related commitments and contingencies are
essentially the same as the credit risk involved in extending loan facilities to
customers. These transactions are subject to the same credit application,
portfolio maintenance and collateral requirements as for customers applying for
loans.
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(v) Master netting arrangements (v) FHEEHEERH
To mitigate credit risks, the Group enters into master netting arrangements with AEBREBREFEIDIREFTLR
same counterparties. Netting agreements provide that, if an event of default HARKEERR - 5REENEH
occurs, all outstanding transactions with the counterparty will be terminated RBFREE RS  IARZHF R
and all amounts outstanding will be settled on a net basis. Except for the event SERIERMEHEHSENFELEE -
of default, all outstanding transactions with the counterparty are settled on a BREABNEMHIN EHEEFIRS
gross basis and generally do not result in offsetting the assets and liabilities in SURBHEERTMBRARPHEE
the statement of financial position. MEBEBRETEEHEH -
The following tables present details of financial instruments subject to TRIRZEE  BEER N 2 FHE
offsetting, enforceable master netting arrangements and similar agreements. BRTHERBOHBEORNSHITAF
1‘32 ®
2019
Gross

amounts of Net amounts
recognised  of financial

financial assets

liabilities set presented
Gross off in the in the Related
amounts of consolidated consolidated financial
recognised statement statement of instruments
financial  of financial financial that are not

assets position position set off Net amount
RiRE 8%

RRRF REAHH RER

H#HZ AR 2R HEEE
CRREH CRIATH JIRHER IADES

BEAHE BEAE BERE ZEH FE
HKS$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET BYEHER #BY¥EERT BYEEx #BY¥EER

Assets gE
Derivative assets THETREBE 35 - 35 (19) 16
Other assets Hih & E 854 (422) 432 - 432

Total HmEE 889 (422) 467 (19) 448
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(a) Credit risk management (continued)
(v) Master netting arrangements (continued)

Liabilities
Derivative liabilities

Other liabilities

Total

Assets
Derivative assets

Other assets

Total

=1
fTETAEARE
HinB &
Fek]

BE
FTETEEE
HiEE
ekl

Gross
amounts of
recognised
financial
liabilities

ERIALH
BEAE
HK$ Mn

BEEER

23
422

445

Gross
amounts of
recognised
financial
assets

BRERER
BEHBTE
HK$ Mn
BEBET

20
441

461

Gross
amounts of
recognised
financial
assets set
off in the
consolidated
statement
of financial
position
REE 8%
IR = A
i
ERALH
BEHRRE
HK$ Mn
BEEET

(422)

(422)

Gross
amounts of
recognised
financial
liabilities set
off in the
consolidated
statement
of financial
position
RERE BT
R KPR
HiHz
BERALR
BiREE
HK$ Mn
BEEET

(423)

(423)

(a) EEEKBREE (&)

(v) FRBEEELHE)

2019

Net amounts
of financial
liabilities
presented

in the
consolidated
statement
of financial
position

REEHE
RREKH
N A
8EEE
HKS$ Mn
BERERT

23

23

2018

Net amounts
of financial
assets
presented

in the
consolidated
statement
of financial
position

RERE BT
U dat
R R
BEFHE
HK$ Mn
BEEET

20
18

38

Related
financial
instruments
that are not
set off

RER
HEASHE
TEHESH
ZEH
HK$ Mn
BEEET

(19)

(19)

Related
financial
instruments
that are not
set off

RER
<R
T A
o |
HK$ Mn
AEBET

Net amount

FE
HK$ Mn
BEEERT

Net amount

HEE
HK$ Mn
BEBET
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2018
Gross
amounts of  Net amounts
recognised of financial

financial liabilities

assets set presented
Gross off in the in the Related
amounts of  consolidated  consolidated financial
recognised statement statement instruments
financial of financial of financial  that are not

liabilities position position setoff  Net amount
RERE BT

RnRp  NERHMK RER
iz ALK 1R A
ERAcE CERSR JITHER TEPES

BEBE BERE BEFE pdix HEE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn

B¥BET #A¥EEr #A¥EEx B¥%EEr A%EER

Liabilities afE
Derivative liabilities MTETEEE 48 = 48 (19) 29
Other liabilities Hith B & 423 (423) = = =
Total e 471 (423) 48 (19) 29
The tables below reconcile the “net amounts of financial assets and financial TRE ERERAMBRARIEN S &
liabilities presented in the consolidated statement of financial position”, as set BERSREEFR|BEGRAMBRREK
out above, to the derivative assets, other assets, derivative liabilities and other FIRMTETAEE - HhEE - fTETH
liabilities presented in the consolidated statement of financial position. BEREMEEZHE-
2019 2018
Derivative assets Other assets Derivative assets Other assets
fTETREE Hit&E TETEBE HthEE

HKSMn BB EET HKSMn BBEERT HSOMhEBEEL HSMnBBEETL

Net amount of financial assets after

offsetting as stated above MEREHEENEREETSE 35 432 20 18
Financial assets not in scope of

offsetting disclosure TERBEENSREE 5,658 35,472 10,191 35,177
Impairment allowances WEER - (195) = (291)

5,693 35,709 10,211 34,904
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

B RS e AR MY AR (&)

45. PRINCIPAL RISK MANAGEMENT (conTinuep) 3 2 & & & 18

(%)

(a) Credit risk management (continued)

(a) FERREE @)

(v) Master netting arrangements (continued) (v)
2019

Derivative liabilities Other liabilities

fIETAERE Hit B &

HKSMn % EET HKSMn 8% EER

Net amount of financial liabilities
after offsetting as stated above W1 i EHEN BB EFE 23

FHEEATYE(B)
2018
Derivative liabilities Other liabilities
PTETABE HtB &

HKS M BEEET HKSMn BBEET

- 48 _
Financial liabilities not in scope of
offsetting disclosure TERBHEENSRARE 7,631 56,299 9,448 51,444
7,654 56,299 9,496 51,444
(vi) Concentrations of credit risk (vi) EESEFHER
Concentration of credit risk exists when changes in geographic, economic EEETHNRBERRZ S FEEXE
or industry factors similarly affect groups of counterparties whose aggregate e EERITERRNTZE  MZE
credit exposure is material in relation to the Group’s total exposures. The BENEEEERREAEEAEENE
Group's credit portfolio is diversified along geographic, industry and product BREBAEZHESEE - AEENEEA
sectors. For analysis of loans and advances to customers by industry sectors and EABBEETRAME TENER B
geographical areas, please refer to Notes 29(b) and 29(c) respectively. ARTEIBENEEDENEFER R
25 F0RI2EME29(0) & 29(0) °

The Group monitors its credit concentration risk by adopting appropriate risk
control measures, such as setting limits on exposures to different industries and
loan portfolios.

AEE-ERABENRBIEHERE -
Bl ARTEME AL ETRE -
AE IR EE PR ER o



(vii) Maximum exposure

The maximum exposure to credit risk at the end of the reporting period without
taking into consideration of any collateral held or other credit enhancements is
represented by the carrying amount of each financial asset in the statement of
financial position after deducting any impairment allowance. A summary of the

maximum exposure is as follows:

Cash and balances with banks and other
financial institutions

Placements with and advances to banks and
other financial institutions

Trade bills

Trading assets

Derivative assets

Loans and advances to customers

Investment securities

Other assets

Financial guarantees and other credit related
contingent liabilities

Loan commitments and other credit related
commitments

B4 RIEFTEMS RILHEL
e
ERTREMEBRED
BHRRBHK

L

XPRBEE

FETAEE

EEERRBH

BEBH

HipaE
BHERREBREEERY
FHREME
EHAE R R A I

RERTERAF

(vii) &= &b

2019 F 3R | 275

PR E B R B WA B AR R
HiEERANESEERR - BES
—RERREMREEFN SR EEL
MBARKOEEE - H=REBRBELD

e 8

2019
HKS Mn B EE T

50,297

62,280
12,081
90
5,693
505,336
159,974
35,461

14,913

185,601

1,031,726

2018
HK$ Mn 7S5 B & T

46,822

60,373
14,646
2,131
10,211
498,284
140,673
34,617

18,509

177,710

1,003,976
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(a) Credit risk management (continued) (a) EERMBERE (M)
(viii) Credit quality analysis (ViiVEEEEZDT
Credit quality of loans and advances EARBAMEEEE
The following table sets out information about the credit quality of loans and TR ERXRBRNEEEEZSIN -
advances to customers. Unless specifically indicated, the amounts in the table BREFRIIEBAEIN - RIBEANESEARE
represent gross carrying amounts. M o
2019
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRNENER FEFRBENER Total
NEARZEREEEA LRHEERL LEHEERL a5
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest

%3 AR %7 RIS %3 RIS ¢ JEitRIE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AEEET AMEER BMEER BMEEn BMEEn  BREEn  BREEn  B¥EER

Loans and advances to customers R EERANEFEH

at amortised cost Rax
- Grades 1-15: Pass - 1158 A% 471,603 998 14,257 58 - - 491,860 1,056
— Grades 16-17: Special Mention -16-1TREEBE - - 11,056 52 - - 11,056 5
- Grade 18: Substandard - 188 Rk - - - - 4,757 46 4,757 4%
- Grade 19 Doubtful -19%:RA - - - - 1314 9 1314 9
- Grade 20: Loss - 0858 - - - - 118 5 118 5
Total gross carrying amount LS 477,603 998 25313 110 6,189 150 509,105 1,258
Impairment allowances REEE (501) (1) (516) )] (2.752) (32) (3,769) (35)

Carrying amount KEfE 477,102 997 24,797 108 3437 118 505,336 123
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Bt % i R YR (&)

2018
Lifetime ECL Lifetime ECL
not credit-mpaired credit-impaired
12-month ECL FEEPRMADEA EERRIAHERN Total
12ERANZ BREE R LEBEERX LEBEERX #E
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest

1% FEitHlE 1% fEstHlE ¥ JEstHlE & feirfle
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS$ Mn
AYEET AMEER  B%EEnT  BMEEn  A%EEn  A%EEn  A%EEn  A¥EER
Loans and advances to customers  FEHRANZFEH

at amortised cost R
- Grades 1-15: Pass - 1-158 A% 465,980 1124 25413 100 - - 491393 1224
- Grades 16-17: Special Mention -16-17R FEEE - - 5,741 29 - - 5,741 29
- Grade 18: Substandard - 188k - - - - 126 17 1,06 17
- Grade 19: Doubtful -9 &% = = = = 1,718 109 1,718 109
- Grade 20: Loss - 0858 = - - - 547 187 547 187
Total gross carrying amount FHELR 465,930 1,124 31,160 129 3491 313 500,631 1,566
Impairment allowances REEE (31) (1) (855) (4 (1,061) (191) (234) (19)
Carrying amount FEE 465,549 1123 30,305 125 2430 122 498,284 1,370
Credit quality of financial assets other than loans and advances BEXRBHI 2B EENEEEE
The following tables set out the credit analysis for debt instruments other TREFIB &R BRI R 85K AR
than loans and advances to customers, measured at amortised cost and BB E M2 AR AFEER
FVOCI. Unless specifically indicated, for financial assets, the amounts in the ENEBETANEEDT - RERIESR
table represent gross carrying amounts/fair value. For loan commitment and EFN BRERMBEMNS  KREANSE
financial guarantee contracts, the amounts in the table represent the amounts AEESE/ RTEE  RETERER
committed or guaranteed, respectively. MBEREAME  RIEANSES A

RITEERERNEE -
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

45. PRINCIPAL RISK MANAGEMENT (conTinueD) 3= 2 & B B 28 ()

(a) FERBER (8)
(vili) {5 B 5 1 (41)
BEARBA G2 BEENEEE

(a) Credit risk management (continued)
(viii) Credit quality analysis (continued)
Credit quality of financial assets other than loans and advances (continued)

(#&)
2019
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12:month ECL FEETRNEHER FRARNEHEA Total
AR ASEER LEHEERA LRHBEERL 4%
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
%3 RIS %) RIS %) RIS & RIS
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
BUEEL AMEER BMEER  BMEER  BMEER  BEEER  BMEER  BYEER
Trade bills at amortised cost RERRANESEE
- Grades 1-15: Pass - 115848 620 4 - - - - 620 4
- Grades 16-17: Special Mention - 16-174. FEE T - - - - - - - -
- Grade 18: Substandard - 185 R - - - - - - - -
- Grade 19: Doubtful -196: 2% - - - - - - - -
- Grade 20: Loss - 08B - - - - - - - -
Total gross carrying amount FEEE 620 4 - - - - 620 4
Impairment allowances HEER - - - - - - - -
Carmying amount BEE 620 4 - - - - 620 4
2018
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL HEETRNANER FETRAANER Total
2EARZESEERX LEHEERK LEHEERK g
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
1% JEstHE % JEstHE ¥ EatHlE ¥ FEatHlE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AEEET  AEEEr  AKEEr  A%EEr  ABEEn  A%EEn  A%EEn  A%EER
Trade bills at amortised cost RERRANESZE
- Grades 1-15: Pass 115848 2816 45 69 - - - 2,885 45
- Grades 16-17: Special Mention 167 EEEE - - - - - - - -
- Grade 18: Substandard - 185 R - - - - - - - -
- Grade 19: Doubtful -19%: %A - - - - 1 = 1 -
~ Grade 20: Loss -0 B - - - - - - - -
Total gross carrying amount FHEE 2816 45 69 - 1 - 2,886 45
Impairment allowances HEER B) = = = () = @ =
Carrying amount EEE 2813 45 69 - - - 288 45




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Bt % i R YR (&)

RERTERAA | 2019F K | 279

2019
Lifetime ECL not Lifetime ECL
credit-impaired credit-impaired
12-month ECL FEERRNEHEN EETRNAHER Total
NEARZBHEER LRBRERA LRBRERA 4%
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
x¢  EHAE x¢  EHAE ¢ EHAR ¢ EAS
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EWEEL RBEEn AMEER BMEER  EWEER EWEEn  RMEEn  BMEER
REREM2ENE
NRRATFEER
Trade bills at FvVOC| E558
- Grades 1-15; Pass - 1-158 A% 10,927 1 534 - - - 11,461 1
Total camying amount at fairvalue ~ BRE(EAE-ZATEE 10927 1 534 - - - 11,461 1
Impairment allowances HEER @) - (1) - - - (& -
2018
Lifetime ECL Lifetime ECL
not credit-mpaired credit-impaired
12-month ECL FEETRMADERA EETRMAHERN Total
12ERNZ BREERR LEBEERK LEBEERR %
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
58 EiAE Ae AR Ae IR Ae AR
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
ABEET #%EEn A¥EEn A%EEn  A%EEn  A%RER  A%EER  AEEER
RERAB2ENE
URRATFEER
Trade bills at FvOC| E558
- Grades 1-15: Pass - 1-158 A% 11,541 2 PUE] - - - 11,764 2
Total camying amount at fair value ~~ BE(ERE-RATEE 11,541 2 pJE] - - - 11,764 2
Impairment allowances HEERE () - = - = = (5 =
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

45. PRINCIPAL RISK MANAGEMENT (conTinueD) 3= 2 & B B 28 ()

(a) FERBER (8)
(vili) {5 B 5 1 (41)
BEARBA G2 BEENEEE

(a) Credit risk management (continued)
(viii) Credit quality analysis (continued)
Credit quality of financial assets other than loans and advances (continued)

(%)

2019
Lifetime ECL not Lifetime ECL
credit-impaired credit-impaired
12-month ECL FEETRNADER FEFRMENER Total
NEARZEREEEA ZRAEEEX LEREER &g
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
5¢  EAE 58 AR x¢ AR x¢ AR
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EBEET EBEER EMEET EMEER REMEART EMEAR  RMEAR  REMEER
Placements with and advances
tobanks and other financial ~ ERTRAM SRR
institutions HERRER
- Grades 1-15: Pass - 115848 62,285 88 - - - - 62,285 88
Total gross carrying amount FEESE 62,285 88 - - - - 62,285 88
Impairment allowances HEER () - - - - - (5) -
Carrying amount FAE 62,280 88 - - - - 62,280 88
2018
Lifetime ECL Lifetime ECL
not credit-impaired credit-mpaired
12-month ECL FEETRNEHERN EERRIANER Total
12EANZ BEEEEL LEBEERL LEBEERR g
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
x% IR r% R A% R & R
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
A¥EET ABEET A%EEr AMEEr  BNEER  AMEEn  ABEEn  REER
Placements with and advances
tobanks and other financial ~~ ERTRAMSREENE
institutions RRE5
- Grades 1-15: Pass - 1-158 4% 60,224 127 159 - - - 60,383 127
Total gross carrying amount RHELE 60,224 121 159 - - - 60,383 127
Impairment allowances TEERE (10) - - - - - (10) -
Carrying amount BEfE 60,214 127 159 = = - 60,373 127
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2019
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEERRM FETRN
12EARZ GEL LA BRERZ Total
AREERX AREERE AREERE am
HKS$ Mn HK$ Mn HKS$ Mn HK$ Mn
BYERR BYEER BEEER BEEBT
Loan commitments ENEE
- Grades 1-15: Pass - 1-158: &1& 33,883 1,040 - 34,923
- Grades 16-17: Special Mention - 16-17 8% EE@ )+ - 8 - 8
— Grade 18: Substandard - 188 Rk - - 5 5
Total Fok] 33,883 1,048 5 34,936
Impairment allowances HEEE (51) (23) - (74)
Financial guarantee contracts B EREH
~ Grades 1-15: Pass - 1158 A1 13,552 822 - 14,374
- Grades 16-17: Special Mention - 16-174: B E@)x - 45 - 45
Total 2g 13,552 867 - 14,419
Impairment allowances REER (5) @) - @)
2018
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRHN FEETRHE
128ARZ CEliapd BHHENZ Total
EHEERE EHEERE EHEERK g
HKS Mn HK$ Mn HK$ Mn HK$ Mn
BEEET BEEET BEEET BEEET
Loan commitments EHRE
- Grades 1-15: Pass -5 A1 111,004 5,822 - 116,826
— Grades 16-17: Special Mention - 16-17#%: Z 2% - 58 - 58
Total k] 111,004 5,880 - 116,884
Impairment allowances HEERE (56) (40) = (96)
Financial guarantee contracts ~ BIBEREH
- Grades 1-15: Pass - 115851 25,136 2,101 - 27,237
~ Grades 16-17: Special Mention - 16-178%: ZEME - 7 - 7
Total k) 25,136 2,108 - 27,244
Impairment allowances HEEE (10 (5) = (15)
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(a) Credit risk management (continued) (a) EERMBERE (M)
(viii) Credit quality analysis (continued) (ViiVEEEZDT (&)
Credit quality of financial assets other than loans and advances (continued) BEMRBHIMI 2B EENEEEE
(%)
Credit risk of treasury transactions is managed in the same way as the Group BeRGNEERAREB L BEAE
manage its corporate and bank lending risk and risk gradings are applied to the EERBEMCERRITEEN T E—BR
counterparties with individual counterparty limits set. BB A% R i FR P 5% A 8 Bl F IR R Y
-
At the end of the reporting period, the credit quality of investment in debt RIREHERB - IRBINDEE TR
securities analysed by designation of external credit assessment institution, ® - BERERY  BRSRMTR
Moody’s Investor Services, or equivalent, is as follows: HiE - FiETZERERRENEEE
ENMIT
2019
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12:month ECL FEEFRNANEAR EERRINANER Total
NEARZEREER LEREER LEREER &g
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest

%3 AR %3 RIS %3 RIS ¢ JEitRIE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AEEET AMEER BMEER BMEBEn  BMEEn BREEn  BREEn  B¥EER

Debt investment securities at BRERTHER

amortised cost RE®S
Asa Aaa - - - - - - - -
Aal to Aa3 Aa1£Aa3 3,078 1 - - - - 3,078 1
ATtoA3 MEM 5144 8 - - - - 5144 8
Baal to Baa3 Baal £Baa3 2,703 30 - - - - 2,703 30
Below Baa3 Baa3 A 844 13 804 1% - - 1,648 7
Unrated e 5778 65 28 - - - 5,806 65
Total gross camying amount LS 17,547 187 832 14 - - 18,379 201
Impairment allowances RE%ER (73) (1) (1) - - - (74) (1

Carrying amount RHE 17,474 186 831 14 - - 18,305 200



Debt investment securities at
amortised cost

Aaa

Aal to Aa3
Alto A3
Baat to Baa3
Below Baa3
Unrated

Total gross carrying amount
Impairment allowances

Carrying amount

Debt investment securities at FVOCI

Aaa

Aal toAa3
Alto A3
Baal to Baa3
Below Baa3
Unrated

Total carrying amount at fair value

Impairment allowances

RAERANER
R&RS

Aaa

Aal £Aa3

AEA3

Baa' 2 Baa3

Baa3 A T

EEEEN

FEEEE

AEER

R

EREM2ENE
NRBATER
WEBRERS

Aaa

Aal A3

MZEA3

Baal £ Baa3

Baa3 AT

R

REREE-RATER

AR

12-month ECL

ARz BREERR
Accrued
Principal interest
A2 EHTIE
HKS Mn HKS Mn
A¥EET  A¥BET
2,695 2
6,007 103
2,546 3
1492 2
6,347 76
19,087 23
®) (1
18,994 232

12-month ECL

NEARZEHEE R
Accrued
Principal interest
58 EHAR
HKS Mn HKS Mn
AWEER EWAER
6,577 8
29,487 6
50,602 T4
31,326 375
461 5
1414 81
131,867 1189
(282) @)

Lifetime ECL
not credit-mpaired
FEETRMADNER
LEBESEE
Accrued
Principal interest
Ae  EAHIE
HKS Mn HKS Mn
A¥EEL  ARBER
28 1
28 1
U =
21 1
Lifetime ECL
not credit-impaired
FRETRNADER
LEREERR
Accrued
Principal interest
58 AR
HKS Mn HKS Mn
AWEER HWAER
102 2
505 7
654 15
1,261 2%
08 -

2018

2019

RERTERAF

Lifetime ECL
credit-mpaired
EETRNEHER
LEBEERE

Principal
%3

HKS Mn
AERET

Accrued
interest
ik
HKS Mn
AERETL

Lifetime ECL
credit-impaired
FEFRNEHER
LEREERR

Principal
¢

HKS Mn
E¥BER

Accrued
interest
EitHE
HKS Mn
EBEET
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Total

4%
Accrued
Principal interest
A2 S
HKS Mn HKS Mn
RURET A%EETR
2,695 2
6,007 103
2,546 32
1,492 20
6,375 77
19,115 234
(94) (1)
19,021 233

Total

ag
Accrued
Principal interest
¢ KRS
HKS Mn HKS Mn
EBEET BMEER
6,577 8
29,481 6
50,704 716
31,326 375
966 12
8,068 96
133,128 1213
(285) 6]
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

45. PRINCIPAL RISK MANAGEMENT (conTinueD) 3= 2 & B B 28 ()

(a) Credit risk management (continued) (a) EERMERE (M)
(viii) Credit quality analysis (continued) (ViiVEEEZDT (&)
Credit quality of financial assets other than loans and advances (continued) BEMRBHIMI 2B EENEEEE
(&)
2018
Lifetime ECL Lifetime ECL
not credit-impaired credit-mpaired
12-month ECL FEETRNEHERN FEARIANERA Total
NEARZBHEEER LRBEERR LEBEERR a8
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest

%7 [EiIE 1% i HIE T8 [EstAlE % A8
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AEEET ABEET  BEEEn  AKEEn  AEEr  B¥EEn  A¥EEn  A¥EER

BREM2ENE
HRMATERE
Debt investment securities at VOCl ~ MERRERS
Asa Aaa 5,566 8 - - - - 5,566 8
Aal to Aa3 Aal EAa3 19,355 7 - - - - 19,355 7
Alto A3 MZEM 41,890 627 - - - - 41,890 627
Baal to Baa3 Baal 2Baa3 31,302 336 - - - - 31,302 336
Below Baa3 Baa3sh T 1,157 15 = - - - 1,157 15
Unrated B 9,85 130 233 3 - - 10,089 133
Total carrying amount at fairvalue ~ BRAELE-RATEE 109,126 113 233 3 - - 109359 1126
Impairment allowances REEE (257) B) (6) = = = (263) B)
The following table sets out the credit analysis for non-trading financial assets TR RBBBENRRAFEER
measured at FVTPL. ENHERFGERMEENEENN -
2019 2018
HKS Mn B¥EERT HKSMnBBBEET
Debt investment securities BRREES
Aaa Aaa - 159
Aal to Aa3 Aal £ Aa3 1,341 2,564
Al to A3 A1ZA3 1,061 1,736
Baal to Baa3 Baal £ Baa3 5,221 6,551
Below Baa3 Baa3 AT - 258
Unrated TR 918 1,025

Total carrying amount at fair value IREBEAE-RATER 8,541 12,293




The following table sets out the credit analysis for trading debt securities.

Debt investment securities BERREERS
Aaa Aaa

Aal to Aa3 Aal £ Aa3
Alto A3 A1EA3

Baal to Baa3 Baal £ Baa3
Below Baa3 Baa3 A T~
Unrated TR

RHEAR-RAFER

Total carrying amount at fair value

The following table shows the credit quality of the counterparties to which there
were exposures arising from derivative asset transactions.

Derivative assets fTETIAEE
Aal to Aa3 Aal £ Aa3
A1lto A3 A1ZEA3

Baal to Baa3 Baal £ Baa3
Below Baa3 Baa3 A
Unrated BT AR

Total carrying amount at fair value RHELE-RATEE

Cash and balances with banks and other financial institutions

At 31st December, 2019, the Group held cash and balances with banks and
other financial institutions of HK$51,534 million (2018: HK$48,111 million), of
which 96% (2018: 98%) of cash and balances with banks and other financial
institutions counterparties that are rated at investment grade, based on Moody's
Investor Services, or equivalent ratings.

RERTERAF

AT o
2019
HKS Mn B EE T
90
90

2019 F 3R | 285

2018
HK$ Mn 7S5 B & T

24
1,856
125

126

2,131

TREFIMITETAEERSMELZ
HFEEEXHMMT -

2019
HKS Mn B EE T

92
1,937
1,731

347
1,586

5,693

2018
HK$ Mn 7S5 B & 7T

255
4,102
3,975

215
1,664

10,211

B RIERITHIR M % BEIE R E 17

R2019F 12 A310  AEERERS
RERTMEMEREENET A
B 515341870 (2018 4F « B 481.111(8
70) c BRI E RS SAEE TR -
HA96% (20184 : 98% ) MR & MR
INEMSREBETIHFNEFTITR
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Bt % R R M RE ()

45. PRINCIPAL RISK MANAGEMENT (conTinueD) 3= 2 & B B 28 ()

(@) FERBREE (80

(a) Credit risk management (continued)
(ix) Details of key areas in measurement of ECLs

The Group adopts a forward-looking “expected credit loss” model for
measuring and recognizing impairment loss to meet the requirement of HKFRS
9.

The impairment requirements of HKFRS 9 are complex and require management
judgements, estimates and assumptions, particularly in the following areas,
which are discussed in detail below:

— Assessing whether the credit risk of an asset has increased significantly since
initial recognition; and

— Incorporating forward-looking information into the measurement of ECLs.

The key inputs into the measurement of ECL are the term structure of the
following variables:

—  Probability of default (PD);

— Loss given default (LGD); and

— Exposure at default (EAD).

The Group has established a framework to determine whether the credit risk
on a particular financial asset has increased significantly since initial recognition
(see Note 2(h)(vii)). The framework aligns with the Group’s internal credit risk
management process.

Credit risk grades

For majority of the Group’s portfolios, the Group assigns each exposure to a
credit risk grade that is determined according to the predicted level of the risk of
default. Credit risk grades are defined using qualitative and quantitative factors
that are indicative of risk of default. These factors vary depending on the nature
of the exposure and the type of borrower.

(ix) [TEMEERRIGEREIE 2 ROFL

AEERM—EANEUNREAEE
BERIBRGEE %ﬂﬁ?ﬁ%«%%ﬁﬂ‘*#&i
AN ISR ERK AR

(BRMBEIREER)E IFHBER T
E%E#EIEI*E%EEEF TR A - (55
BR BHIREATHEFMRZE -

- AHEREENERERRE LR
AEERBRRIE I ¢ &

— BAMBUEBRIAMEGEBERES
Bk o

[FRHERERK]HENRRBAAZNLT

e .
==

= & Rk #HE (EAD) ©

AEBDEUKHINEEE —SREE
B ERE R BB A A E R A REE M
(FER M EE2(h)(wii) o B HIELARE B A
NEEERBEEREFYE °

ERAEEE
HRAKERSBEEDAS  AEER
g—AFERBAERBENR RN
AmEE —EEERRFE - F%J—LM
ERERRARORERAE EME
ERES - E%E%HX?&E@ELF@E&#%E’U
HEMERARBER -



The table below provides the 12-month Probability of Default (“PD
each credit risk grade of retail and non-retail portfolios. The table also provides

") range for

an indicative mapping of how the Group’s internal credit risk grades relate to PD
and, for the non-retail portfolio, to external credit ratings of Standard & Poor’s.

Credit risk grade Remarks on default risk 12-month PD range
ERRBRER BREBNEE 1218 B PD#E

1-3 Minimal to Low risk & /)N 2 & 9 @ Bz 0.0000% to % 0.0857%
4-8 Moderate risk ## /& & 0.0857% to £ 0.4290%
9-11 Substantial risk & = 2 B 0.4290% to & 1.6500%
12-15 High risk /= & 1.6500% to & 8.3531%
16-17 Very High risk 1% = L[ 8.3531% to £ 100%
18-20 Default 3 49 100%

For the remaining portfolios without credit risk grade assignment, references of
peer bank PD estimates of similar portfolios and the long-run average default
rate of the portfolios are used.

Generating the term structure of PD

Credit risk grades are a primary input into the determination of the term
structure of PD for exposures. The Group also collects historical performance
and default information about portfolios of credit risk exposures analysed by
jurisdiction or region and by type of product and borrower as well as by credit
risk grading. For some portfolios with no internal data available, information
from external data sources is used. In particular,

Portfolio A& External data sources SN & B R

EV S

Debt exposures &
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TRERTSENHTELRELENT

IFFHJ—LM—J&E’HZ BABEHALRS
E-ZRERRTAEEITEEER
ARNARERRRERERELRHIN
AERFRNERESRE -

External Rating Benchmark

SNEPRPRERE

AAA to £ A-
BBB+ to & BBB-
BB+ to & BB-
B+ to £ B-
CCC+toZEC

D

HRH T REEARRERSENEER
e BMERBEUEEASNRTR
TREFIREENBEHEREAAN
EHFBELRE

EEARFA R
ERERSREREEEINAXNHAR
BRNIZ2BA - AEBRGRAEE
ERILEREEBO MO EERBRX
B URERREFRABIAREER
R RNELRBERENER - BN —
LR BNMBEMIREAS - BINEBE
BROEEEHRER - FHilZ -

Moody's: Annual default study corporate default and recovery rates

Bank exposures 77 [ [ & &
B rcHE

Sovereign exposures = & &

The Group deploys statistical models to analyse the data collected and generate
estimates of PD of exposures expected to change as a result of the passage
of time. The estimation of PD term structure makes use of the annual credit
risk grade transition for the portfolios with credit risk grade assignment. For
the portfolios without credit risk grade assignment and no credit risk grade
transition information available, the PD term structure estimation is referenced
to forecast of economic index relevant to the portfolio.

Moody's: Sovereign default and recovery rates

78 B R A A A 5 47 AR UK 4R 0 B
B YELHEHERNEEBME LS

EMEERRRNMEEE - AFERR
BERAENAS HAFBERR

ERMFEERIGTHORELINAER
HIR&RE - HRNRBEERARRERNIE
MARIOREIAMERRRERER
BE - BARRETHREBMEIH2ET
S48 A AR R R BORA
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(a) Credit risk management (continued)

(ix) Details of key areas in measurement of ECLs (continued)

LGD is the magnitude of the likely loss if there is a default. For the retail and
corporate portfolio with sufficient historical loss and recovery data, the collateral
recovery rates and the LGD estimates can be derived. For portfolios with
insufficient historical loss and recovery data, either reference of peer bank LGD
estimates of the similar portfolios or external data source are used for derivating
the LGD estimates.

For portfolio with individual assessment of credit risk mitigation measures,
collateral values are projected for different economic scenarios so as to
reflect the LGD estimates under different economic scenarios. For other
portfolios different scenario portfolio LGD are derived by benchmarking to a
corresponding LGDs within a long period of historical LGDs.

EAD represents the expected exposure in the event of a default. The EAD of a
financial asset is its gross carrying amount at the time of default. For lending
commitments or undrawn limit of retail revolving products, the EAD is the
potential future amounts that may be drawn under the contract. For financial
guarantees, the EAD represents the amount of the guaranteed exposure when
the financial guarantee becomes payable. The EAD estimates are adopted the
parameters suggested by BASEL or statistical model based on historical data.

Significant increase in credit risk

Exposures are subject to ongoing monitoring, which may result in an exposure
being moved to a different credit risk grade when the risk of asset changes.
The Group primarily identifies whether a significant increase in credit risk under
HKFRS 9 has occurred for an exposure by comparing:

— the credit risk grade at the reporting date; with

— the credit risk grade at the initial recognition of the exposure.

The Group deems the credit risk of a particular exposure to have increased
significantly since initial recognition if the current credit risk grade deteriorates
by a pre-determined number of notches. The criteria for determining the
number of notches may vary by portfolio and include a backstop based on
delinquency.

(a) FERBER (4)
() MBHEERX]EEREB 2 AN

(%)

MRGFHEEL  BEBREZAREAKX
W%E°ﬂ%ﬂﬁiﬁff@%ﬂ&@
FENTENRARREMAS  ANESY
HER RO R EMEE B RRMAEE -
HRELBRMREZETENAES
ARERRTRITEUESNERERX
RIEFHESIMIERRREGERRL
LEHE -

HREBThERRREREBNAE
& BATRLEBRNERRER
ARBARGEER THENBEARRA
Fro HREMES  TRIESEEER
BREBBERAET HEYARNE
BRARETEENAMGE -

BEEREERTEERBOROTEDR
B eRMEENERRBAERLEN
ROEEACHE HREFERFAXTE
FEERORREMRE  E2REBAE

%@EQW%HW%K@E%$°
ﬁ?%ﬁ?% BEBAEERTITB
W%U%%mﬁ%ﬂ s oo BEEER
AL R ABASELEZ MR8 AR
B 52 SRR STETIRAY -

BB I 15 B R R
EERRAZSFESEREYAERR
BEAMBERSHLEETRANEER
AT - E(BBHBREERDE IR
T &EZEF-—EEENEERRES
REENEIREBLBZLEE

- REBEENEERRTR M

RAE AR 85 B R R AT AR

ME-BENRTEERRFREERAR
KEMGAEROFREEZ T BB E
EEHENE  AEERZBENE
ERREAABELN - TRANEEAS
BUTRNENHEBIERAGERE I
B SIERIERTRRNERRE -



As a backstop, and as required by HKFRS 9, the Group presumptively considers
that a significantly increase in credit risk occurs no later than when an asset is
more than 30 days past due.

The Group monitors the effectiveness of the criteria used to identify significant
increases in credit risk by regular review to confirm that:

— the criteria are capable of identifying significant increase in credit risk before
an exposure is in default;

— exposures are not generally transferred directly from 12-month ECL
measurement to credit-impaired; and

— there is no unwarranted volatility in loss allowance from transfers between
12-month ECL and lifetime ECL measurements.

Incorporating forward-looking information into the measurement of ECLs

The Group has identified key drivers of systematic credit risk for each portfolio
of financial assets based on analysis of historical data in which relationship
between macro-economic indicators and the systematic credit risk is exhibited.

The Group formulates economic forward looking scenarios for the view of the
future direction of major economic indicators such as GDP, unemployment rate,
property price index, interest rate and other economic indicators specific to
particular portfolio.

For each portfolio, the key drivers under forward looking scenarios are applied
for estimating the systematic credit risk component of an obligor's Probability
of Default (“PD") used in calculating ECLs. In addition to PD, relevant macro-
economic indicators are used for projection of the collateral value for recovery
rate estimates used in ECL calculation.

The Group adopts the use of three economic scenarios. In each region/country
where the Group operates, the Group formulates probability for each scenario
and forecast the major macro-economic indicators to reflect the Group’s
forward-looking view on the future business outcomes in that particular region/
country under each scenario.

The forecasts of baseline scenario are based on advice from the in-house
economic experts and considerations of a variety of actual and forecast
information, such as economic data and forecasts published by governmental
bodies, monetary authorities in the regions/countries where the Group
operates. The Group also takes reference from forecasts by international
agencies and private sector analysts as far as possible to formulate a more
objective forecast, while taken into account the current domestic and
international economic developments, and changes in local economic policies.
Autoregressive econometric model is applied as a tool to forecast the equity and
property prices movements in the regions/countries concerned.
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(a) Credit risk management (continued)

(ix) Details of key areas in measurement of ECLs (continued)

The baseline scenario represents the most-likely outcome that the Group
expects. The corresponding probability is reflecting the confidence of the future
uncertainties are being captured in the baseline scenario forecast.

The other scenarios are an optimistic scenario and a pessimistic scenario, to
capture the less likely, yet possible, upside and downside divergence from the
baseline forecast. These scenarios and their probabilities represent the Group'’s
view that in case the future outcome is outside the expectation as in the
baseline scenario, how likely it would be optimistic (i.e. unexpectedly good) or
pessimistic (i.e. unexpectedly bad) and how unexpectedly good or unexpectedly
bad outcomes will be, based on current economic outlook, potential domestic
and international economic and political risks affecting the regions/countries
the Group has business presence, and the strength of a region/country’s
fundamentals to weather through crises. Forecasts for these two scenarios
are mainly derived based on a modification of the Bank of England’s fan chart
model, where we assume the divergences from the baseline scenario are
derived from historical volatility of the data series. The spread for the pessimistic
scenario is greater than that of the optimistic scenario to reflect the Group’s
prudent view against downside risks.

The baseline, optimistic and pessimistic scenarios are updated quarterly to timely
reflect a change in the current economic sentiment locally and internationally.

Baseline Scenario — Hong Kong

Hong Kong's economy has been going through a tough time as it is facing a
double whammy from the US-China trade war and protests at home, in addition
to mainland China’s economic slowdown. This has put pressure on the tourist-
and consumption-related sectors, which shall be the major drag of the economy
in 2020.

Meanwhile, the US and China has reached a preliminary trade deal. The trade
tension between the US and China shall ease in the first half of this year, yet
it remains a key uncertainty for Hong Kong's exports sector and the overall
economy.

Given the deteriorating economic fundamentals and rising unemployment rate,
property prices is expected to be on a downward trajectory in 2020. However,
our baseline assumption is that the current social unrest will recede in the latter
half of 2020. The improving sentiments, together with the chronic shortage of
land supply, will help the property market to recover.

As such, we estimate that real GDP will grow at -0.5% to 0% in 2020, and
subsequently recover from 2021 onwards. Meanwhile, inflation is expected
to stay moderate at 2.2%, while the unemployment rate is expected to rise to
3.4% in 2020, and edge lower in subsequent years.
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Baseline Scenario — Mainland China

Entering 2020, the export growth is expected to remain weak this year, as most
of the US tariff measures targeted at China remain active despite the phase
one trade agreement. Consumer sentiment remains weak under a deteriorated
employment expectation amid the trade war. On the other hand, the high
debt-to-GDP ratio remains a concern. These factors shall continue to affect
the economy. To support the economy, the government is expected to boost
infrastructure investment, adopt fiscal stimulus, and assist private companies
to conduct debt restructuring. Overall, we expect China's economic growth to
soften gradually during 2020 and 2022.

For the property market, the phase on US-China trade agreement has
significantly lowered the risks of the negotiations falling apart, and the concerns
of hard landing of the Chinese economy faded. In addition, the central
government aims at stabilizing the housing price, in turn the economic growth,
which implies it will avoid a drop in housing price in the short- to medium-term.
The housing price is therefore expected to rise with a decelerating trend.

For the novel coronavirus impact, please refer to Note 53.

Forecast of Key Macroeconomic Indlicators (3 years average (2020 — 2022))

Scenario Macroeconomic Indicator
BR RBKSEREE

Optimistic GDP (YoY growth)
LESR BIAN4EREER

Property Price Index (YoY change)
FiEERES (RLEL)
Unemployment Rate
KEX
3-month Interest Rate
3{E A B FI =

Baseline Real GDP (YoY growth)

HEEBR BNEERELER
Property Price Index (YoY change)
FiEBREH (RLE)
Unemployment Rate
REX

3-month Interest Rate

31E A 8=

Pessimistic GDP (YoY growth)
EEER BALERELER

Property Price Index (YoY change)
FiEBEEE (R E1)
Unemployment Rate

KEEX

3-month Interest Rate

38 AR =
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FELEEEIRE A (3 FF15(2020
—-2022))

Hong Kong China
BB HE
2.9% 6.7%
6.4% 5.5%
2.3% 3.8%
2.4% 3.7%
1.0% 5.8%
0.3% 3.2%
3.2% 3.9%
1.6% 2.8%
-1.3% 4.6%
-9.2% -3.7%
5.1% 4.0%
1.0% 2.0%
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(a) Credit risk management (continued)
(x) Impairment allowances reconciliation

The following tables show reconciliations from the opening to the closing
balance of the impairment allowance by class of financial instrument. The
reconciliation is prepared by comparing the position of impairment allowance
between 1st January and 31st December at transaction level. Transfers between
different stages of ECL are deemed to occur at the beginning of the year and
therefore amounts transferred net to zero. The re-measurement of ECL resulting
from a change in ECL stage is reported under the ECL stage in which they are
transferred to.

Explanations of 12-month ECL, lifetime ECL and credit-impaired are included in
Note 2.

(@) FERBREE (80

(x)

B LE A AR
TRIRES T ENERNZDHRE
REMPIERERREBROEE - R
BHIEM A ER L EREREERN1 A1 8
Z12 831 BHERZEEHMR - TEH
EEBATRMEE 2 MNEEEE AR
FRELE ReBRERIEAT -EHE
HEERARREEmo BNEN T2
BHEERAS TR EMERNESE
ERABBRET -

BR12EARzEREERAK - A4
RNZBHEEBLAREETRNRER
i i)

2019

Lifetime ECL

not credit-impaired

12-month ECL
REARZ
FAEERX

FEETRM
ARERZ
RAGER

HKSMn B EET HKSMn 8% EER

Loans and advances to customers &F B3 & 23

Balance at st January W1 A1 B 432
Transfer to 12-month ECL BENEARNZEHEERL 60
Transfer to lifetime ECL not BEREREFRNEHANL

credit-impaired BHEERX (20)
Transfer to lifetime ECL BEEETRNEHEN

credit-impaired EHEERX (49)

New financial assets originated or ~ RESBAZ IS BEE «
purchased, assets derecognised,  BIEHEREE R R

repayments and further lending E—HER 208
Write-offs b -
Changes in models REEH) -
Net remeasurement of

impairment allowances REERNERTEFE

(including exchange adjustments)  (ELFESNEFHR) (129)
Balance at 31st December 12 31 BE & 502
Of which: Heb:

For advance to customers at TIREEKRNEE RN

amortised cost (Note 29(3)) (Hiz#296) 501

For related accrued interest SLAREE e AT RIS

receivable (Note 35) (H1iE35) 1
502

859
(60)

45

(268)

(60)

518

516

518

Lifetime ECL

credit-impaired

EERRM
BHERZ Total
BEHEERE aEm
HKSMn % EET HKSMnB¥EER

1,252 2,543
(25) -
317 -
640 850

(5,674) (5,674)

6,274 6,085

2,784 3,804

2,752 3,769

32 35

2,784 3,804
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Bt % i R YR (&)

2018
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRHE FETRE
128AR2 ANERZ SOk apd Total
BHEERL BHEERL BHEEEL B
HK$Mn BB EET HKSMnBBEET HMnBEKEST HOMnBKEST
Loans and advances to customers &F &%k 25
Balance at 1st January MR 1BRER 839 1,028 1177 3,044
Transfer to 12-month ECL EENEARNZESREERE 151 (151) = =
Transfer to lifetime ECL not BZERETRNENHNL
credit-impaired BHEEEX 8) 23 (15) =
Transfer to lifetime ECL BEEETRAENER
credit-impaired BHEEEX (98) (203) 301 -
New financial assets originated or ~ JRESBAZ NS BEE «
purchased, assets derecognised,  HBHBEREE - BN R
repayments and further lending E—FER (88) (230) 376 58
Write-offs ik = - (1,649) (1,649)
Changes in models Hag (229) 287 17 75
Net remeasurement of
impairment allowances REEGNENEFE
(including exchange adjustments)  (BL3ESNE ) (135) 105 1,045 1,015
Balance at 31st December R 12 A31 B&ER 432 859 1,252 2,543
Of which: Her:
For advance to customers at BRI AN TP B
amortised cost (Note 29(3)) (Hi£29@) 431 855 1,061 2,347
For related accrued interest SRS IS
receivable (Note 35) (H17£35) 1 4 191 196
432 859 1,252 2,543

The contractual amount outstanding on loans and advances to customers that
were written off during the year ended 31st December 2019 and 2018 and
that are still subject to enforcement activity is HK$455 million (2018: HK$1,084
million).

EHE2019F%2018F 12 A31 ALLF
EREMENEEERRBZMNE Dtk
BERDEETRNNERABE455E
70 (20184 : ¥ 10.84187T) ©
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

45. PRINCIPAL RISK MANAGEMENT (conTinueD) 3= 2 & B B 28 ()

(a) Credit risk management (continued) (a) EERMERE (M)
(x) Impairment allowances reconciliation (continued) (x) REEEBHE(E)
2019
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRH EEFRM
1218RRZ BHHERZ BHERZ Total
BFHEERX FHEERX AHEERL FoE ]

HKS Mn B EET HKSMn BBEERT HKSMnEMEET HKSMn ¥ EER

Debt investment securities BERERS

Balance at st January WA 1RRES 354 7 - 361
Transfer to 12-month ECL BENEARZEHEERL - - - -
Transfer to lifetime ECL not BEREEEARNEHANL

credit-impaired BHEERX - - - -
Transfer to lifetime ECL BEEETRNEHEN

credit-impaired EREERX - - - -

New financial assets originated or ~ RESBAZ FIERBEE «
purchased, assets derecognised, HEEREE B3R

repayments and further lending E—SEX 44 1 - 45
Write-offs G| - - - _
Changes in models R - - - -
Net remeasurement of

impairment allowances REEENENEFE

(including exchange adjustments) (&2 fESMNEFHE) (39) (@ - (43)
Balance at 31st December 12 A31 R 359 4 - 363
Of which: Heb:

For debt investment securities IRB R AR ERRE

at amortised cost EF 73 1 - 74

For related accrued interest SRR ER RIS

receivable (Note 35) (Bii£35) 1 - - 1
74 1 - 75

For debt investment securities EBBE M2 E R R

at FvoCl AFEENERRAES 282 3 - 285
For related accrued interest
receivable SRR IERT R E 3 - - 3

285 3 - 288




RERTERAR | 2019F 3K | 295

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Bt % i R YR (&)

2018
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRHE FETRE
128AR2 ANERZ SOk apd Total
BHEERL BHEERL BHEERE B
HK$Mn BB EET HKSMnBBEET HMnBEKEST HOMnBKEST
Debt investment securities BERRERS
Balance at 1st January M A1 BRI 277 13 = 290
Transfer to 12-month ECL BENEARNCEREERR - = = =
Transfer to lifetime ECL not BZERETRNENHNZ
credit-impaired BHEEEX = = = -
Transfer to lifetime ECL BEEETRAENER
credit-impaired BHEEEX = = = -
New financial assets originated or ~ JRESBAZ NS BEE «
purchased, assets derecognised,  HHEREE - BN L
repayments and further lending E—FER 52 @) - 50
Write-offs i = = = =
Changes in models ERE 61 (1) = 60
Net remeasurement of
impairment allowances REEGNENEFE
(including exchange adjustments)  (BL3ESNE ) (36) (3) = (39
Balance at 31st December M2 A31 A& 354 7 - 361
Of which: Her:
For debt investment securities
at amortised cost BREH AN ERREES 93 1 = 94
For related accrued interest SRR LES RIS
receivable (Note 35) (W7t 35) 1 - - 1
94 1 - 95
For debt investment securities FIRBRE 2 AR AR
at FvoCl ATEENEEREES 257 6 - 263
For related accrued interest
receivable AR R U ST S 3 - - 3
260 6 - 266

The impairment allowances of debt investment securities at FVOCI are not
recognised in the statement of financial position because the carrying amount
of debt investment securities at FVOClI is their fair value.

RBBEMEENEARR DT EESN
EHRER SR EEFBL N EMBHR
NERAER - HIZEE bR E KA
RBRAFEENEFREZFNREE
EHAVEE
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

45. PRINCIPAL RISK MANAGEMENT (conTinueD) 3= 2 & B B 28 ()

(a) Credit risk management (continued) (a) EERMERE (M)
(x) Impairment allowances reconciliation (continued) (x) REEEBHE(E)
2019
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRH EEFRM
12{ERRZ BHHERZ BHERZ Total
BAHEERL BEHEERL EHEERX am
HKSMn ¥ EET HKSMnB%EET HKSMn B EET HKSMn BEEET
Others Hit
Balance at st January R1 A1 BRER 14 47 68 229
Transfer to 12-month ECL BENEARZBHEERL 3 @) - -
Transfer to lifetime ECL not HEEEEEFRNEGNENZ
credit-impaired BHEERX (1 1 - -
Transfer to lifetime ECL BEEETRNEHEN
credit-impaired EHEERE - - - -

New financial assets originated or ~ RESBAZ FIERBEE «
purchased, assets derecognised, HEEREE B3R

repayments and further lending E—SEX 5 2 47 54
Write-offs kil - - (1 (1)
Changes in models REEH) - - - -
Net remeasurement of

impairment allowances REEENENEFE

(including exchange adjustments) (&2 fESMNEFHE) (6) (15) @ 23
Balance at 31st December ™12 A31 B 115 32 12 259
Of which: Heb:

HIERBE M2 ARG ARG
For trade bills at FVOC| ATRENESZE 3 1 - 4
For related accrued interest
receivable BEARRR L e AT S - - - -
3 1 - 4

For trade bills at amortised cost HEEENANEHEE
(Note 27) (Hiit27) - - - _

For related accrued interest

receivable SRR ERT R 2 - - - -
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R

2019
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEERRM FETRN
28Rk BRHRZ BHERZ Total
AREER% AHEER% BAHEER% HE

HKS Mn B EET HKSMnB¥EET HKSMnB¥EET HKSMn B¥EET
For placements with banks and RERTNEM S REEN

financial institutions (Vote 26) T (Haz26) 5 - - 5
For related accrued interest

receivable TR ERT IS - - - -

5 - - 5

For cash and balances with

banks and financial RS RERTANEM
institutions (Vote 25) CRBERNER (H225) 9 - - 9
For related accrued interest
receivable SRR BRI S - - - -
9 - - 9
For loan commitments and financial 3t E A A EAH B ERE L
quarantee contracts (Vote 38) (H17#38) 56 26 - 82

For account receivables and HEURT R LR
other accounts (Note 35) (Hii£35) Y] 5 12 159
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

45. PRINCIPAL RISK MANAGEMENT (conTinueD) 3= 2 & B B 28 ()

(a) FERBER (8)
() R IE AR ()

(a) Credit risk management (continued)
(x) Impairment allowances reconciliation (continued)

2018
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRE FETRE
128ARZ BHERZ BHERZ Total
EHEERE HHEERE HHEERE ok
HKS M EBEET HKMnABEET HOMnAKEET HMnA%BEET
Others Hite
Balance at st January R A1 B & 220 54 1 275
Transfer to 12-month ECL BENEARNZEREERL 5 (5) = =
Transfer to lifetime ECL not BEREREARNEHANL
credit-impaired BHEERX @) E - -
Transfer to lifetime ECL BEEETRNEHEN
credit-impaired EHEERE = = = -
New financial assets originated or ~ RESBAZ FISRBEE «
purchased, assets derecognised, HEwEREE B3R
repayments and further lending E—SEX 1 (30) = (29
Write-offs bk - _ _ _
Changes in models REEH) (76) ) - (78)
Net remeasurement of
impairment allowances MEEENENEFE
(including exchange adjustments) (B2 1ESMNEHE) (33) 27 67 61
Balance at 31st December 12 A31 AfE 114 47 63 229
Of which: He:
PIERBE M2 ARG ARY
For trade bills at FVOC| ATEENESHEE 5 - - 5
For related accrued interest
receivable SRR ST RS - - - -
5 - - 5
For trade bills at amortised cost FRAHNARNE HER
(Note 27) (H#27) 3 - 1 4
For related accrued interest
receivable AR B YRS A S - - - -
3 - 1 4
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2018
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEERRM EETRM
REARZ BHERL ANHALZ Total
BHEERX BHEERX BHEEEX ok
HKSMn BB EEL HKSMn BBEEL HKSMnBBEET HKSMnB%EET
For placements with banks and RERTRNEMSREER
financial institutions (Note 26) B (HiE26) 10 - - 10
For related accrued interest
recelvable SRR R AT R - - - =
10 - - 10
For cash and balances with
banks and financial REERERTMES
institutions (Note 25) SRBENET (H1725) 5 - - 5
For related accrued interest
receivable SRR RS I - - = =
5 - - 5
For loan commitments and financial 5t & SAEME K ERAD
quarantee contracts (Note 38) (B1:£38) 66 45 - m
For account receivables and BEUR TR H A RIE
other accounts (Note 35) (Hi#£35) 25 2 67 9%

The impairment allowances of trade bills at FVOCI are not recognised in the
statement of financial position because the carrying amount of trade bills at
FVOCI is their fair value.

Collateral and other credit enhancements

The Group has established guidelines on the acceptability of various classes
of collateral and determined the corresponding valuation parameters. The
guidelines and collateral valuation parameters are subject to regular reviews to
ensure their effectiveness over credit risk management.

The extent of collateral coverage over the Group’s loans and advances to
customer depends on the type of customers and the product offered. Types
of collateral include residential properties (in the form of mortgages over
property), other properties, other registered securities over assets, cash deposits,
standby letters of credit and guarantees. Collateral generally is not held over
balances and placements with banks and other financial institutions, and loans
and advances to banks, except when securities are held as part of reverse
repurchase and securities borrowing activity. The Group takes possession of
collateral through court proceedings or voluntary delivery of possession by the
borrowers during the course of the recovery of impaired loans and advances.
These repossessed assets are reported in the statement of financial position
within “other assets” (Note 2(t)). If the recovery from the repossessed assets
exceeds the corresponding exposure, the surplus fund is made available either
to repay the borrower’s other secured loans with lower priority or is returned to
the borrower.

=

(xi

RRBEMEARAARM AT EELD
BHRBHOREEREL TR BERAE
MR FiZREE 0 2w R A R AR
AFEENEFRENRAERZEAF
fBlE -

HiR G R EAMER RS

AEBE T HIFT RS A RERER @A
Eal YEEHEGEESH - AREE
R SRR R EL 8 R
REERREBHA -

AEBAFEPEREBRNERREER
FRPERIRAREERME - B m
BRI BREENE ADERBIN) -
Hig% HeBELEREE Rek
P BRAERELER - BREARER
mEEREFEERDNERRIN &
RITREBESREBOETRENR N
ERITERRBR—RIFRER M
EREBEERRBRE  AEEER
BEERFAETABBILEEER
EERR - ZFREEERTBRAE
FOATEA & EE ] 58K (FFRE2(0) - 61t
Wa o) B E P AS 2 36 M R R L AR L P
BE - AEeeRAnEcEEERAR
ERFRENDSERERIRD TR
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Credit risk management (continued)

(xi) Collateral and other credit enhancements (continued)
Collateral held as security for financial assets other than loans and advances is
determined by the nature of the instrument. Debt securities, treasury and other
eligible bills are generally unsecured with the exception of asset-based securities
and similar instruments, which are secured by pools of financial assets. However
the credit risk may be implicit in the terms or reflected in the fair value of the
corresponding instruments.

The Group’s preferred agreement for documenting derivatives activity is the
ISDA Master Agreement which covers the contractual framework within which
dealing activity across a full range of over-the-counter products is conducted
and contractually binds both parties to apply close-out netting across all
outstanding transactions covered by an agreement, if either party defaults
or following other pre-agreed termination events. It is also common for the
Group to execute a Credit Support Annex in conjunction with the ISDA Master
Agreement with the counterparty under which collateral is passed between
the parties to mitigate the market contingent counterparty risk inherent in the
outstanding position.

For contingent liabilities and commitments that are unconditionally cancellable
(Note 47), the Group will assess the necessity to withdraw the credit line when
there is a concern over the credit quality of the customers. Accordingly, the
exposure to significant credit risk is considered as minimal. For commitments
that are not unconditionally cancellable, the Group assesses the necessity of
collateral depending on the type of customer and the product offered.

Market risk management

Market risk is the risk arising from adverse movements in market factors such as
interest rates, foreign exchange, equity prices, debt security prices and commodity
prices, which result in profits or losses for the Group. The aim in managing market
risk is to reduce the Group’s exposure to the volatility inherent in market factors.

The Asset and Liability Management Committee deals with all market risk-related
issues of the Group. It is also responsible for conducting a regular review of interest
rate trends and deciding the corresponding future business strategy. The Asset
& Liability Management Department under the Risk Management Division of the
Group is responsible for monitoring activities relating to market risk.

The use of derivatives for trading and the sale of derivatives to customers as risk
management products are integral parts of the Group’s business activities. These
instruments are also used to manage the Group’s own exposures to market risk,
as part of its asset and liability management process. The principal derivatives
instruments used by the Group are interest rate, foreign exchange, and equity-
related contracts, in the form of both over-the-counter derivatives and exchange-
traded derivatives. Most of the Group’s derivatives positions have been entered
into to meet customer demand and to manage the risk of these and other trading
positions.

(@) FERBREE (80

(xi) $E37 @R A=A R (E)
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FEUIE  AREENRERNEEMSER
B

In this connection, the key types of market risk that must be managed are:

(i) Currency risk () Er&Epx

The Group's foreign currency positions arise from foreign exchange dealing
(including derivatives), commercial banking operations, and structural foreign
currency exposures. The Group’s non-structural foreign currency exposures
are denominated in major currencies, particularly USD and RMB. All foreign
currency positions are managed within limits approved by the Board or the
Asset and Liability Management Committee.

Structural foreign currency positions, which arise mainly from foreign currency
investments in the Group’s branches, subsidiaries, and associated companies,
are excluded from value-at-risk measurements, as related gains or losses are
taken to reserves. Such foreign currency positions are held with the intention
of hedging any adverse effect, partially or totally, of exchange rate movements
on the capital adequacy ratio. The Group seeks to match its foreign currency
denominated assets closely with corresponding liabilities in the same currencies.

The Group had the following net structural positions which were not less than
10% of the total net structural foreign currency position at the end of the
reporting period:

AERENINERRREINERR (B
PTETR) BERTEBMGEEMLN
BE LR o ZNGR  ) SF A1 12 S R fi DA
IBERIE BPUXTRARES
T-MABNERRBRBAEEERE
ERBEEERBEMAIEMREA -

HEREMIINERFEIBRANAEED
17 MERAME 2R FRINERS -
HAMMENRERARTBRARE -
FRARE EERBRER - ILFHEBIEN
BRENIZAN RHHMEEXZS
MEAKEERT L XEENE K
EHANTE - AEREZNHGUANES
ENEEENR-E%HENRE K
FEREKTF -

RBERERE  AREMATEENE
FRFENMEREBIEINEFHR AR
10% :

2019 2018
RMB MYR uUsD RMB MYR usb
N 1. EY AR i e
HKS$ Mn HKS Mn HKS Mn HK$ Mn HK$ Mn HK$ Mn

BREELT E¥EBT EMEAR A¥EER  A¥EER  ERESRT

Net structural position ERitEEFE 15,550 2,281 (12,365) 13,829 2,226 (6,982)

(i) ZZIRMEFI=RR
AEENZHEATNFEFEREH

(ii) Interest rate risk in trading book
The Group's trading interest rate positions arise from treasury and dynamic
hedging of commercial banking activities. Interest rate risk is managed daily by B REEFITEBOEREE R o FEE
the Treasury Markets Division of the Group within the limits approved by the BEAEEEEMSRREFTEIEE
Board or the Asset and Liability Management Committee. The instruments used BRERZESMENRESREETH
BEE BEMNEREMATABENE
EHRMEMTETAR - HEBAREER
TEREMFANMERRTE - F20H
FE45() °

to manage interest rate risk include interest rate swaps and other derivatives. For
the interest rate risk management of the Group’s banking book positions, please
refer to Note 45(e).

=

R £ R
AEBOBRDFEREBHERERTP

(iii

=

Equity risk (iii
The Group's equity positions arise from equity investment and dynamic hedging

of customer-driven business. Equity risk is managed daily by the Investment
Department within the limits approved by the Board, Investment Committee, or
the Asset and Liability Management Committee.

BT o RiD AR BERE R
EExg REZEGHNAEAEEEZ
SEHENREBEETARERE -
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(b) Market risk management (continued)

(iii) Equity risk (continued)

Market risk control limits have been set at varying levels according to the
practical requirements of different units. The Board approves the core control
limits and has delegated the authority to set detailed control limits to the Asset
and Liability Management Committee. Risk, return, and market conditions are
considered when setting limits. Active limit monitoring is carried out.

In this connection, the Asset and Liability Management Committee monitors the
related market risk arising from the risk-taking activities of the Group to ensure
that market risk exposure are within the Group’s risk tolerance levels. Risk
exposures are monitored frequently to ensure that they are within established
control limits.

The Group quantifies the market risk of the underlying trading portfolio by
means of VaR. VaR is a statistical estimate that measures the potential losses in
market value of a portfolio as a result of unfavourable movements in market
rates and prices, assuming that positions are held unchanged over a certain
horizon time period.

The Group estimates VaR for the Group’s trading portfolio by the historical
simulation approach, where the VaR is calculated by revaluing the portfolio
for each of the market movement scenarios obtained from the historical
observation period. This methodology uses movements in market rates and
prices over a one-day holding period with a 99% confidence level under a two-
year observation period.

The market value of listed shares, the fair value of private equity funds and
unlisted equities (collectively the “Unlisted Securities”), are subject to limits and
these are managed by the Investment Department of the Group. The Unlisted
Securities and listed non-trading equities are not included in the VaR for the
equity trading position, and are managed through delegated limits. The limits
are subject to regular review by the Asset and Liability Management Committee.

(b) T35 LR B2 (4)
(iii) R:An B ()

misEREGRERETRERALS
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Value-at-risk statistics g B AT
2019
At 31st December Maximum Minimum Mean
R12A31H 1] Ri& ¥
HKSMn ¥ EET HKSMnB¥EBRT HKSMn B¥EET HKSMn B%EET
VaR for total trading activities R EDHERELE 25 38 25 30
VaR for foreign exchange trading
positions* MNER B R B M E* 6 16 4 9
VaR for interest rate trading positions &% %X 5 2 HIER(E 1 5 1 3
VaR for equity trading positions RiDR 5 NERE 20 25 19 21
2018
At 31st December Maximum Minimum Mean
R12A318 R &I 1
HKSMn BEEET HKSMnBHEETL HSMnBBEET HKSMh B%EST
VaR for total trading activities REEBNERELE 35 4 2 37
VaR for foreign exchange trading
positions* NERZHENRRE* 16 18 7 12
VaR for interest rate trading positions /% X 5# & R E 4 8 4 6
VaR for equity trading positions RR5#HEHERE 20 32 20 25

* Including all foreign exchange positions but excluding structural foreign exchange

* EEFEIMNERFEET BREAEILINE

positions. FE -

2019

At 31st December Maximum Minimum Mean

®12A318 &S RiE 15

HKSMn ¥ EET HKSMnB¥EBT HKSMn B¥EET HKSMn B%EET

Stressed VaR for total trading activities %2 5 & B K1 % BB R E 2 5 94 1M 81 103
2018

At 31st December Maximum Minimum Mean

M12A318 B (& T4

HKSMn B EET HKSMn BEEBT HKSMnBBEET HKSMnB%EET

Stressed VaR for total trading activities 2 5 /& B % BB i (B 482 125 166 115 133

ERARERBERNETSREEERE
BT EEHERRATREAES
ER(E -

A stressed VaR measure is intended to replicate a VaR calculation that would
be generated on current trading portfolio if the relevant market factors were
experiencing a period of stress.
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Operational risk management
Operational risk is the risk of loss resulting from inadequate or failed internal
processes, people, and systems or from external events.

The objectives of operational risk management are to identify, assess, monitor, and
report operational risk of the Group systematically and effectively; to minimise any
operational loss and other impact on the Group; and to comply with the relevant
regulatory requirements.

The Operational Risk Management Committee is responsible for overseeing
operational risk management of the Group while the Operational Risk Management
Department under the Risk Management Division of the Group is responsible for
monitoring activities relating to operational risk.

The operational risk management tools adopted include operational risk incidents
reporting, risk assessments, key risk indicators, operation manuals, insurance
policies, etc.

Liquidity risk management

Liquidity risk is the risk that the Group may not be able to meet its obligations as
they come due because of an inability to obtain adequate funding (funding liquidity
risk); or that the Group cannot easily liquidate assets quickly without significantly
lowering market prices because of inadequate market depth or market disruptions
(market liquidity risk).

The purpose of liquidity risk management is to ensure sufficient cash flows to meet
all financial commitments and to capitalise on opportunities for business expansion.
This includes the Group’s ability to meet deposit withdrawals either on demand or
at contractual maturity, to repay borrowings as they mature, to make new loans
and investments as opportunities arise and, last but not least, to comply with all the
statutory requirements for liquidity risk management, including Liquidity Coverage
Ratio (“LCR") and Net Stable Funding Ratio (“NSFR").

The Group reviews the risk profile through regular assessments of both qualitative
and quantitative risk factors to determine its tolerance of prevailing risk levels
against applicable risk appetite statement for liquidity risk approved annually by the
Board. The Asset and Liability Management Committee is delegated by the Board to
oversee the Group’s liquidity risk management. The Asset and Liability Management
Committee comprises balanced representation of senior staff from various business
units, Treasury, Risk Management and Finance, who jointly formulate funding
strategies. The Asset and Liability Management Committee sets the strategy,
policy, and limits for managing liquidity risk and the means for ensuring that such
strategy and policy are implemented. Regular meetings are held to review the
compliance status of the monitoring matrix established and the need for any change
in strategy and policy. Liquidity is managed daily by the Capital Markets & Liquidity
Management Department under the Treasury Markets Division of the Group
within the set limits. The Asset & Liability Management Department under the
Risk Management Division of the Group is responsible for monitoring the activities
relating to liquidity risk. The Internal Audit Division performs periodic reviews to
ensure that the liquidity risk management functions are carried out effectively.
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The LCR and NSFR statutory requirements are part of the stringent regulatory regime
that covers the liquidity risk management of the Group. To ensure compliance with
the regulatory requirements, internal targets for LCR and NSFR have been set above
regulatory required levels, after considering the Group’s liquidity risk appetite. In
addition material changes in the LCR and NSFR are reviewed regularly by the Asset
and Liability Management Committee together with proposed mitigation actions
to cope with adverse changes arising from, but not limited to, composition of the
deposit base and remaining tenor to maturity, lending activities with respect to
different maturity tenors, and the Group’s asset and liability mix strategy. In planning
the asset and liability mix strategy, the Group's relevant business units contribute to
an assessment of the impact of asset growth and funding structure on the LCR and
NSFR for review and decision by the Asset and Liability Management Committee.

As part of Group efforts to manage the LCR and NSFR effectively, emphasis is placed
on strengthening the deposit base by retaining loyal customers and maintaining
customer relationships. The Group balances funding among retail, small business,
and wholesale funding to avoid concentration in any one source. Professional
markets are accessed through the issuance of certificates of deposit, medium-
term notes, subordinated debt, money market placement, and borrowing for the
purposes of providing additional funding, maintaining a presence in local money
markets, and optimising asset and liability maturities.

In addition to observing the statutory LCR and NSFR, the Group has established
different liquidity metrics — including but not limited to the loan-to-deposit ratio,
cumulative maturity mismatch ratio, funding concentration ratio, intra-group
exposure threshold, and cross currency funding ratio — to measure and analyse
the Group’s liquidity risk. The Group maintains sufficient High-quality liquid assets
("HQLAs") as a liquidity cushion that can be accessed in times of stress. The HQLAs
for fulfilling the LCR consist of cash, exchange fund bills and notes, high quality
government debt securities and other equivalent liquid marketable assets. The
majority of HQLAs are denominated in Hong Kong dollars. Contingent funding
sources are maintained to provide strategic liquidity to meet unexpected and
material cash outflows.

Internally, intra-group funding transactions are carried out at arm’s length and
treated in a manner in line with third-party transactions, with regular monitoring
and appropriate control. As a majority of the Group’s liquidity risk arises from the
maturity mismatch gap between the Group’s asset and liability portfolios, the Group
manages liquidity risk by conducting cash flow analysis and projections through the
regular use of the Bank’s management information system. These are carried out on
a regular basis to identify funding needs arising from on and off-balance sheet items
in a specific time frame over a set of time horizons.
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Liquidity risk management (continued)

The Group also conducts stress-testing regularly to analyse liquidity risk. Both on
and off-balance sheet items and their impact on cash flow are considered, together
with applicable hypothetical and historical assumptions. The assessment and review
of market liquidity risk are included in the various control processes, including
investment/trading strategy, market risk monitoring, valuation, and portfolio review.
Three stress scenarios — namely an institution-specific crisis, a general market crisis,
and a crisis involving a combination of the two — are adopted with minimum survival
period defined according to the HKMA's Supervisory Policy Manual LM-2, “Sound
Systems and Controls for Liquidity Risk Management”.

With reference to the stress-testing results, the Group identifies potential
vulnerabilities within the Group, establishes internal limits and formulates a
contingency funding policy that sets out the Group’s strategy for dealing with any
liquidity problem and the procedures for making up cash flow deficits in emergency
situations.

The contingency funding policy is designed to be pro-active and pre-emptive, and
stipulates the following three stages:

1. The Group utilises early warning indicators, which cover both qualitative and
guantitative measures, and monitors both internal and external factors. Should
there be any early signs of significant impact on the Group’s liquidity position,
the Asset and Liability Management Committee is informed. The Asset and
Liability Management Committee will consider appropriate remedial actions and
will consider employing crisis management if the situation warrants.

2. A Crisis Management Committee, which is chaired by the Co-Chief Executives,
is formed to handle the crisis. Strategy and procedures for obtaining
contingency funding, as well as roles and responsibilities of the parties
concerned, are clearly stated.

3. In the final stage, a post-crisis review is carried out to recommend necessary
improvements to avoid incidents of a similar nature in the future.

An annual drill test is conducted and the contingency funding policy is subject to
regular review in order to accommodate any changes in the business environment.
Any significant changes to the contingency funding policy are approved by the
Board.
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Analysis of assets and liabilities by remaining maturity:

Assets

Cash and balances with banks and other
financial institutions

Placements with and advances to banks and
other financial institutions

Trade bills

Trading assets

Derivative assets

Loans and advances to customers
Investment securities

Investments in associates and Joint ventures
Fixed assets

Goodwill and intangible assets

Deferred tax assets

Other assets
Total assets

Liabilities
Deposits and balances of banks and other
financial institutions
Deposits from customers
- Demand deposits and current accounts
- Savings deposits
- Time, call and notice deposits
Derivative ligbilties
Certificates of deposit issued
Current taxation
Debt securities issued
Deferred tax liabilities
Other liabilities
- Lease liabilities
- Other accounts

Loan capital
Total liabilties

Net gap

&g

R RERTHALER
BRnER
ERTREMSBEED
FRRER

LUES

RAMEEE
fTETARE
EPEHRRERN
-G
WERARAELREE
HEdE
BEREVEE
EUHEEE

AfhEE

HESE

&
FARRMARAREY
BHRER
2FRR

AR REREF
e
—EHRENER
FATARE
BRERE
FHHE
EEAREES
EERARR
HaR

Repayable
on demand

PEER
HKS Mn
AEEET

36,001

96

39,991

247
208,421
66,760
139,742
1,919

891
1
890

211,559

(171,568)

Within
1 month

1AM
HKS Mn
REEET

185

46,794
4,298

63,352
10,588

7,034

132,251

1213
122,769

122,769

4073

5,268
3
5,235

144,243

(11,99)
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2019
3 months 1year 5 years
or less or less or less
butover  hbutover  butover Over  Undated
Tmonth 3 months 1 year Syears  oroverdue Total
1BARLE  3EANL 1#0E AN
E3f8R Bf E5E SENE ik A%
HKSMn ~ HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
BWEER HAWEEn #%EEn BNAER EWEER EWEER
307 687 - - 14,325 51,525
14,101 1230 155 - - 62,280
4,702 3,080 - - - 12,081
- - 56 34 11183 1213
- - - - 5,693 5693
29,670 85,762 198,224 123525 910 505,336
15,444 30,949 64,838 38,686 3,009 163,514
- - - - 9,970 9,970
- - - - 14,328 14,328
- - - - 1926 1,926
- - - - 15563 1,563
6,655 13,019 1,100 15 7,560 35,709
70,899 134,121 264,373 162,490 60,467 865,198
7,708 5821 6 - - 27,915
146,808 86,254 9213 - 2 573,527
- - - - - 66,760
- - - - - 139,742
146,808 86,254 9273 - 2 367,025
- - - - 7,654 7,654
20,528 49,198 260 - - 74,059
- 2103 - - - 2103
- 156 3,025 - - 3,181
- - - - 584 584
8,617 16,153 13,381 5157 6,832 56,299
62 254 518 239 - 1,107
8,555 15,899 12,863 4918 6,832 55,192
- 4,699 5,539 - - 10,238
183,661 164,384 31,484 5157 15,072 755,560
(112,762) (29,657) 232,889 157,333
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

B RS e AR MY AR (&)

45. PRINCIPAL RISK MANAGEMENT (conTinueD) 3= 2 & B B 28 ()

(d) Liquidity risk management (continued) (d) FB) M R B B 22 ()
2018
3 months 1 year 5 years
orless or less or less
Repayable Within but over but over but over Over Undated
on demand 1 month Tmonth 3 months 1 year 5years  oroverdue Total
VEARE  3EANE  1EBE EHAE
EEsR  1EAM  Z3EA E1E 25 SENE EfaE] 2%
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
A¥EET A¥EET WBEEr R%ESr BMEET A¥AER AKEET AEBEER
Assets 8E
Cash and balances with banks and other RERESANA L EA
finandial nstitutions BENER 27,033 - - 1818 - - 19,255 48,106
Placements with and advances to banks and ERTREMEREED
other finanal insttutions TR RER - 13,957 15,536 802 8 - - 60373
Trade bl UL | 16 5,594 4,760 4276 - - - 14,646
Trading assets RARBEE - 114 148 1243 40 24 1352 3483
Derivative assets ETRAE - - - - - - 10,211 10,211
Loans and advances to customers EPEHRER 289 56,756 29843 99734 191557 115674 181 498,284
Investment securites REEs - 6,353 9033 26354 71,656 27528 3805 14479
Investments in associates and joint ventres BERARGERERE - - - - - - 9,129 9129
Fired assets BE&E - - - - - - 13,165 13,165
Goodwill and intangible assets HEREVAE - - - - - - 1,940 1,940
Deferred tax asses ERXHEAE - - - - - - 481 481
Other assets EiAE 104 7,154 6,415 13,691 3 195 6,632 34,904
Total assets AELE 30,052 119,928 65,735 147918 264,406 143,621 67,791 839,451
Liabilities 8
Deposits and balances of banks and other RITREMEBEED
financial institutions ERRES 2,691 15,154 5,827 3818 - = = 27,490
Deposts from customers PR 3713 18991 146031 88,469 16,906 - 4 54114
- Dernand deposits and current accounts - EBERRERER 71,9 - - - - - - 71,952
- Savings deposits -HEER 130477 - - - - - - 13047
~Time, call and notice deposits -EHRBARR 1284 118991 146,031 88,469 16,906 - 4 37168
Derivative liabiltes ETRABE - - - - - - 9% 949%
Certficates of deposit issued BRTENE - 3236 19,976 35278 - - = 58,490
Current taxation AR - - - 1437 - - - 1437
Debt securites ssued BEIERES - - - 407 157 - - 564
Deferred tax liabilties ERXREAR - - - - - - 483 483
Other liabilities AR 883 5339 7075 15,971 9,881 3,955 8,340 51,444
Loan capital FEER - - - - 12,358 - - 12,358
Total liabilities gELE 207,287 142,720 178,909 145,380 39,302 3,955 18323 735816
Net gap EEE (177,235) @79  (13174) 2538 225,104 139,666




As the trading assets and debt instruments measured at FVOCI may be sold before
maturity or deposits from customers may mature without being withdrawn, the
contractual maturity dates do not represent expected dates of future cash flows.

The following tables provide an analysis of the undiscounted cashflow projection of
the financial liabilities of the Group at the end of the reporting period based on the

dates of their contractual payment obligations:

Carrying ~ Gross cash  Repayable
amount outflow  on demand
RERH

fE g WREX
HKSMn  HKSMn  HKSMn
EBEET RBEERT ABEER

Deposits and balances of banks and other SREME RBED
financial insttutions RS 2915 28,062 2247
Deposits from customers RPHH 57352 578086 208,526
~ Demand deposits and current accounts ~EEGEARARER 66,760 66,843 66,318
- Savings deposits ~FERER 139742 139779 1397719
~Time, call and notice deposits - RBAER 367025 371,464 1929
Derivative liabilties fTETRERE 7,654 12,551 -
~ Interest rate swaps -fxEHY 3420 8317 -
- Others —Eff 4,234 4234 -
Certficates of depost issued BETRHE 74,059 74,906 -
Current taxation AEHE 2,103 2,103 -
Debt securites issued BEOERES 3,181 3,508 -
Loan capital HEER 10,238 11,250 -
Other liabilities AaE 56,883 53,298 792
- Lease libiltes -HERR 1107 1107 1
- Other accounts -EEE 55,776 52,191 791
Total % 755560 763764 211,565

Less than
three
months
3f3A
GUT
HKS Mn
E¥BER

19,923
MIn
25
21,947
785
185

24,933
104
143

11,617

9%

11,522

329417
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MMERFGBRERRBMAFEEZEHETA
RIRER B AT & S B PR K AT BE AR 2 B AT
AR - BHORMBYERRARE LR
MFETAH -

TRETRIERERAEENRETNZ
ERAANFHRSRRESNINERZ

BEADHT -

2019
Between
three  Between
months and oneand  More than

oneyear  fiveyears  fiveyears  Undated

3EARL 15
Ef E5E  SENL  ERSRH
HKSMn ~ HKSMn  HKSMn  HKSMn
EWEEL HBBEn RMEER BMEER
5,886 6 - -
87,19 9,792 - 2
87,19 9,792 - 2
1,826 4,456 1,250 4,234
1,826 4,456 1,250 -
- - - 4,234
49,707 266 - -
2103 - - -
162 3242 - -
5,081 6,026 - -
15,073 13,268 5132 1416
254 518 239 -
14,819 12,750 4,893 1416
167,632 37,056 6,382 11,652
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(d) Liquidity risk management (continued)

Carying  Grosscash  Repayable

amount outflow  on demand
Ré R

BafE hE  HANEX

HKS Mn HKS Mn HKS Mn

AURET R¥EER AYAEEn

Deposts and balances of banks and other financal /TR M & RERE R

institutions # 27,49 21,649 2,694
Deposits from customers EPEH STAN14 579074 203823
~ Demand deposits and current accounts ~EHERRARER 71,952 72,051 72,020
- Savings deposits -FERER 130477 130509 130509
- Time, call and notice deposits - RBAER 368 376514 1,94
Derivative liabiltes fIETERR 9,49 14,640 -
~ Interest rate swaps —fxES 2803 7947 -
- Others —th 6,693 6,693 -
Certficates of depost issued BRETRHE 58,490 59,192 =
Current taxation AR 1437 1437 -
Debt securites issued BEOERES 564 581 -
Loan capital HEER 12,358 15,185 -
Other liabiliies EtaE 51,927 48,648 798
Total g 735876 746,406 207,315

Certificates of Deposit, Debt Securities Issued, and Loan Capital

In 2019, BEA issued floating rate certificates of deposit and debt securities with a
face value of HK$150 million and US$873 million; fixed rate certificates of deposit
and debt securities with a face value of HK$8,767 million, US$1,677 million,
CNY2,500 million and GBP25 million; and zero coupon certificates of deposit
and debt securities with a face value of HK$2,984 million, US$5,177 million,
CNY21,960 million, GBP261 million, EUR1,061 million and CHF100 million. The
Group redeemed a quantity of certificates of deposit and debt securities amounting
to HK$92,521 million equivalent upon maturity.

At the end of December 2019, the face value of the outstanding certificates of
deposit and debt securities issued was equivalent to HK$77,802 million, with a
carrying amount equivalent to HK$77,240 million.

(d)

Less than
three
months
3fEA
T
HKS Mn
EERET

21,087
266,826
31

266,795

74

742

283432

144
11,057

T B L B 2R ()
2018
Between
three Between
months and oneand  More than
oneyear  fiveyears  five years Undated
3EANE 1E50E
Z1f ESE SENE ERADH
HKS Mn HKS Mn HKS Mn HKS Mn
AURET RWAER AYAET AWAERD
3,868 - - -
90,091 18330 - 4
90,091 18330 - 4
1888 4,305 1012 6,693
1,888 4305 1,012 =
- - - - 6,693
35,760 - - -
= 1437 = = =
420 160 - -
467 13938 636 -
14971 9,121 3878 8823
148,902 45,85 5526 15,520

323,289

EBETTERE BEEFREEER
20194 - %ﬁﬁﬁﬁﬁ?@@ﬁ%%1w1
TR8TIEETMFETHERERE
EEA B 87.67187T » 167718 T AE
25 87T &% 2,500 B R E BIF R K&
EE M&E@%&MwaMﬁﬁ\m77
B AR219.601E7T ~ 2.61 8548 -
1om1um&1m1%i£%m BEER
EREES o $EIFU%H%@W%ﬁ
ﬁﬁﬁ&fﬁﬁ% SEBE 25218 -

ot

R2019F 2 AK  ERTEIMITRER
BEISEHEERSNERE778.0287T ' BRA
EARER B 772408 7T -



Maturity Profile of Certificates of Deposit and Debt Securities Issued

As at 31st December, 2019

(All expressed in millions of dollars)

Floating Rate ¥ 2
HKD 7T
usb =7t

Fixed Rate (Note) & B (A7)
HKD 77T
Usb £t
CNY AR
GBP % 8%

Zero Coupon TE
HKD 7T
SEH
CNY AR
GBP 8%

CHF Ji 7% BP
EUR BT

Total Certificates of Deposit and Debt Securities issued in

HKD equivalent FiBE BT EREREKES (BB ZEH)

Note:  Associated interest rate swaps have been arranged in order to manage interest rate risk
from long-term certificates of deposit and debt securities issued, if deemed necessary.

In 2019, BEA issued fixed rate loan capital with a face value of CNY1,500 million. On
the other hand, the Group redeemed the USD loan capital that was callable on 20th
November, 2019 amounting to HK$3,913 million equivalent.

At the end of December 2019, the face value of the outstanding loan capital
issued was equivalent to HK$10,243 million, with a carrying amount equivalent to

HK$10,238 million.

Total Face Value

AEE

150
893

5,960
1,398
2,500

25

2,980
3,475
15,030
263

50

99

77,802
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720194128311
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Year of Maturity
Bk
2020 2021 2022

150
863 30

5,700 260
1,398
2,500
25

2,980
3,475
15,030
263

50

99

74,513 260 3,029
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WEa T EmER - AR s B IR
Fi|EE A o

20195 - RE|RABTTEHEARARK S
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11 A20 BEEETEE39.13 BT E TG
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R2019F 2 AK  EBTHEINNBEER
EERASNEE 102438 REENES
A 102.3818 7T ©



The Bank of East Asia, Limited | Annual Report 2019

(d) Liquidity risk management (continued)

Maturity Profile of Loan Capital
As at 31st December, 2019
(All expressed in millions of dollars)

Total Face Value

HEE
USD (Note 1) £ 7t (BfiF 1) 1,100
CNY (Note 2) AR (Ki7%2) 1,500
Total Loan Capital issued in HKD equivalent
FMEERITEEER (BYEE) 10,243

Notes: 1. The US$500 million loan capital that matures in 2026 will be callable on 3rd

November, 2021.

2. The CNY1,500 million loan capital that matures in 2029 will be callable on 25th
April, 2024.

(e) Interest rate risk management

Interest rate risk is the risk resulting from adverse movements in interest rates that
affect the earnings and economic value of the Group’s banking book positions.
The Asset and Liability Management Committee is delegated by the Board to
oversee the Group's interest rate risk management, establish the strategy and policy
for managing interest rate risk, and determine the means for ensuring that such
strategies and policies are implemented. Interest rate risk is managed daily by the
Treasury Markets Division of the Group within the limits approved by the Board or
the Asset and Liability Management Committee. The Asset & Liability Management
Department under the Risk Management Division of the Group is responsible for
monitoring the activities relating to interest rate risk. The Internal Audit Division
performs periodic reviews to ensure that the interest rate risk management
functions are implemented effectively.

Interest rate risk primarily results from the timing differences in the re-pricing of
interest rate-sensitive assets, liabilities, and off-balance sheet items in the banking
book. In determining the level of interest rate risk, assessments are made for the
gap risk, basis risk and options risk. The Group manages the interest rate risk on
the banking book primarily by focusing on re-pricing mismatches. Gap analysis
provides a static view of the maturity and re-pricing characteristics of the Group’s
interest rate-sensitive assets, liabilities, and off-balance sheet positions. Re-pricing
gap position limits are set to control the Group’s interest rate risk.

From 1st July, 2019, in line with the new requirements set by the HKMA, new
assumptions, such as optionality and behaviour of certain products, will also be
estimated in the exposure measurement.

Sensitivity analysis in relation to the impact of changes in interest rates on earnings,
in terms of net interest income (“NII”), and economic value, in terms of economic
value of equity ("EVE") is assessed regularly through a number of hypothetical
interest rate shock scenarios prescribed by the HKMA. EVE represents an assessment
of the present value of expected net cash flows, discounted to reflect market rates.
As fluctuations in interest rates will affect earnings, they will also affect its net
worth. Sensitivity limits are set to control the Group’s interest rate risk exposure
under both earnings and economic value perspectives. The results are reported to
the Asset and Liability Management Committee on a regular basis.

(d) 7 B 14 L B o 22 (40)
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The following table provides information on the changes on EVE and also the
change on NIl over next 12 months under each of the prescribed interest rate shock
scenarios in respect of the Group’s interest rate exposures arising from banking book
positions for the current annual reporting date at 31st December, 2019. Since this
is the first time disclosure under new requirement of HKMA, comparative figures
with previous year are not available. Sensitivity analysis on interest rate risk for 2018
prepared based on the previous methodology are also presented.

Sensitivity analysis on interest rate risk at 31st December, 2019:

(In HK$ Mn) (B¥BET)

Period H1[4
1 Parallel up 17 1A £
Parallel down F17[a
Steepener & £
Flattener & & ]
Short rate up 52 & E 7t
Short rate down & 3 T f&

Maximum & &

~N o U B W N

Period i
8 Tier 1 capital — R E X

In order to produce quantitative estimation on IRRBB, the Group has assumed
shock scenarios to interest rate yield curves which allow changes in economic value
and earnings to be computed with consideration of optionality and behavioural
assumptions. These scenarios are applied to IRRBB exposures in each currency for
which the Group has material positions.

The prescribed interest rate shock scenarios are provided by the Hong Kong
Monetary Authority in their Supervisory Policy Manual IR-1, Interest Rate Risk in the

Banking Book and generally described as follows:

1. Parallel up: A constant parallel shock up across all time buckets

2. Parallel down: A constant parallel shock down across all time buckets

3. Steepener: Short rates down and long rates up
4. Flattener: Short rates up and long rates down
5. Short rate up: Rates up are greatest at shortest time bucket and diminish

towards current rates in longer time buckets

6. Short rate down: Rates down are greatest at shortest time bucket and diminish
towards current rates in longer time buckets
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Interest rate risk management (continued)
Sensitivity analysis on interest rate risk at 31st December, 2018

HKD 77T
HKS Mn B E & T
Impact on earnings over the next
12 months if interest rates rise by %= _E38 200 EEZ
200 basis points AR12EANERNTE 1,077
Impact on economic value if interest fig] 3= 58200 622 440
rates rise by 200 basis points EENTE (278)

This sensitivity analysis on interest rate risk was based on a static interest rate risk
profile of assets and liabilities and was used for risk management purposes. The
analysis was based on the following assumptions:

— there was a parallel shift in the yield curve and in interest rates;
— there were no other changes to the portfolio;

— no loan prepayment was assumed as the majority of loans was on a floating rate
basis; and

— deposits without fixed maturity dates were assumed to be repriced on the next
day.

Strategic risk management

Strategic risk is the risk of current or potential impact on the Group’s earnings,
capital, reputation, or standing arising from changes in the environment the Group
operates in, adverse strategic decisions, improper implementation of decisions, or
lack of responsiveness to industry, economic, or technological changes.

The Risk Management Division of the Group monitors the activities under the
Group's prevailing interest-earning asset mix and funding strategies and regularly
reports the status to the Asset and Liability Management Committee, Risk
Management Committee, Risk Committee and the Board, where appropriate.

Future capital requirements are determined based on the projections of Capital
Adequacy Ratio and conditions under the Internal Capital Adequacy Assessment
Process, so as to assess the level and structure of capital resources needed to support
the risks that the Group tolerates.

Legal risk management

Legal risk is the risk of loss arising from unenforceable contracts, lawsuits, or adverse
judgements that may disrupt or otherwise negatively affect the operations or
financial condition of the Group.

The objective of managing legal risk is to identify, assess, monitor and report on
legal risk, and to comply with the relevant legal and regulatory requirements.

The Group provides appropriate training courses conducted by qualified internal
personnel and/or external lawyers/professionals. It also issues reminders to staff
members if necessary. When dealing with legal matters, the Group engages
qualified internal personnel and, when necessary and appropriate, external lawyers
with appropriate expertise including counsel and senior counsel.

The Operational Risk Management Committee is responsible for overseeing the
management of the Group’s legal risk.

USD 7T
HKSMn BB EET HKSMn BEEET HKSMn BEEET
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(h) Reputation risk management

0]

()

Reputation risk is the risk that the Group’s reputation is damaged by one or more
events that result in negative publicity about the business practices, conduct, or
financial condition of the Group. Such negative publicity, whether true or not, may
impair public confidence in the Group and may result in costly litigation, or lead to
a decline in the Group’s customer base, business, and/or revenue.

The objective of managing reputation risk is to identify, assess, monitor, report,
and mitigate reputation risk, and to ensure compliance with the relevant regulatory
requirements.

The Group establishes various policies, guidelines, manuals and codes to ensure
compliance with applicable laws, rules and regulations, and to ensure that the
Group maintains a high standard of corporate governance, which in turn helps to
safeguard and enhance the Group’s reputation.

The Group formulates, and adheres to, the Reputation Risk Management Manual,
which outlines a systematic approach to the management of reputation risk,
including a framework for reputation risk identification, assessment, monitoring,
mitigation, and control, thereby protecting and enhancing the reputation of the
Group. The Guidelines for Incident Response and Management are established for
swift response to and management of unexpected incidents. The Media Guidelines
are established to ensure effective and consistent delivery of the Group’s key
messages to the media.

The Operational Risk Management Committee is responsible for overseeing the
management of the Group’s reputation risk.

Compliance risk management

Compliance risk is the risk of potential losses arising from legal or regulatory
sanctions, fines and penalties, financial losses or damage to reputation that the
Group may suffer as a result of its failure to comply with laws, regulations, rules,
related self-regulatory organisation standards, and codes of conduct applicable to its
banking activities.

The Group establishes various policies, guidelines and manuals to ensure compliance
with all applicable legislation, rules, codes of conduct, industry standards, and
guidelines issued by the relevant regulatory authorities that govern the Group's
operations. The Group formulates, and adheres to, the Group Compliance Risk
Management Manual, which outlines a systematic approach to the management
of compliance risk, including a framework for compliance risk identification,
assessment, monitoring, mitigation and control, thereby enabling the Group to
manage its compliance risk effectively. Independent regulatory compliance reviews
are conducted on major functions of the Group using a risk-based approach.

Technology risk management

Technology risk is the risk of loss to the Group due to inadequate or failed technical
processes, people, and/or computing systems, or unauthorised access or disruption
to technology resources, in particular relating to cyber security and e-banking.

To address increasing cyber security threats, the Group has put in place adequate
security resources and proper control measures based on a defined risk appetite
level. The Group has developed technology risk related policies and cyber security
strategies as well as comprehensive security awareness programmes to strengthen
cyber security at all levels.
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Technology risk management (continued)

The Group has established a framework for proper management of technology risk.
The Board and designated committees at the top level are responsible for overall
management of technology risk for the Group. They lead various working teams and
the “Three lines of defence” to address specific areas of concern.

Comprehensive control policies, standards, guidelines, and procedures are
maintained to ensure that adequate control measures relating to the security of
internet systems and applications, customer authentication, risk assessment for
new products and services, and confidentiality and integrity of information are all in
place.

New product and business risk management

New product and business risk is the risk of loss due to insufficient pre-assessment
of significant potential risks introduced to the Group arising from the launch of
new products, the structural change of existing products, and the establishment of
new business operations (i.e. through the establishment of a new subsidiary and/or
merger and acquisition). The significant potential risks include Credit Risk, Market
Risk, Operational Risk, Liquidity Risk, Interest Rate Risk, Legal Risk, Technology Risk,
Compliance Risk, Strategic Risk, Reputation Risk and Business Continuity Risk.

The Group establishes a risk governance structure, supported by comprehensive
control guidelines and procedures. A structured evaluation process ensures that
before initiating a new product or business, the potential significant risks are duly
assessed, vetted and documented. The process also facilitates oversight of new
products and businesses by Senior Management.

Each new product launch must go through an approval process, which includes
business and financial analysis and risk assessment. New products are reviewed and
endorsed by the Steering Group for New Product and Business Risk Management
(chaired by the Group Chief Risk Officer and comprising the division heads of
supporting units), and approved by the Risk Management Committee.

Business continuity risk management

Business continuity risk is the risk of loss arising from business disruptions in the
event of an incident or crisis. Business disruption could be caused by the loss of staff
members, information technology and telecommunication systems, premises, key
service providers, vital records, etc.

To manage business continuity risk, the Group establishes comprehensive policies,
guidelines and manuals. Business impact analysis is conducted and business
continuity plans are developed by all individual functional units of the Group.

Annual drills are performed to test preparedness and effectiveness of the business
continuity plans.
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(m)Capital management

The Group's primary objectives when managing capital are to meet the regulatory
requirements and safeguard the Group’s ability to continue as a going concern,
so that it can continue to provide returns for shareholders and benefits for other
stakeholders, by pricing products and services commensurately with the level of risk
and by securing access to finance at a reasonable cost.

Capital managed by the Group to achieve these objectives includes ordinary
share capital, retained profits, other reserves, and non-controlling interests after
deductions for goodwill and intangible assets. It also includes subordinated
liabilities, impairment allowances and regulatory reserve for general banking risks as
allowed under Capital Rules.

The Group actively and regularly reviews and manages its capital structure to
maintain a balance between the higher shareholder returns that might otherwise be
possible with greater gearing and the advantages and security afforded by a sound
capital position, and makes adjustments to the capital structure in light of changes
in economic conditions.

The Steering Group for Capital Management and Recovery and Resolution Planning
is responsible for overseeing issues related to the capital positions and monitoring
the capital adequacy against all regulatory and internal reference. The capital
position is also reviewed regularly by the Risk Management Committee, Risk
Committee and the Board.

The HKMA supervises the Group on both a consolidated basis and a solo-
consolidated basis and, as such, sets capital requirements and receives information
of capital adequacy on a regular basis for the Group as a whole. Individual overseas
branches and banking subsidiaries are directly regulated by respective domestic
banking supervisors, who set and monitor their capital adequacy requirements.
In certain jurisdictions, non-banking financial subsidiaries are also subject to the
supervision and capital requirements of domestic regulatory authorities.

In implementing current capital requirements the HKMA requires the Group to
maintain a prescribed ratio of total capital to total risk-weighted assets. The Group
calculates requirements for market risk in its trading portfolios based upon the
Group’s VaR models and uses its internal gradings as the basis for risk weightings
for credit risk. Banking operations are categorised as either trading book or banking
book, and risk-weighted assets are determined according to specified requirements
that seek to reflect the varying levels of risk attached to assets and off-balance sheet
exposures.

The Group monitors its capital structure on the basis of the capital adequacy ratios
and there have been no material changes in the Group’s policy on the management
of capital during the year.

The capital adequacy ratios as at 31st December, 2019 and 31st December, 2018
are computed on the consolidated basis of the Bank and certain of its subsidiaries as
specified by the HKMA for its regulatory purposes, and are in accordance with the
Capital Rules of the Banking Ordinance.

The Group and its individually regulated operations have complied with all externally
imposed capital requirements throughout the year ended 31st December, 2019 and
31st December, 2018 and the Group’s capital ratios are well above the minimum
required by the HKMA.

REWRITEMRAT | 2019F 3| | 317

(MmEXRER

AEEEREANIZANRENAEER
ERREREBAFELE - BUTE R
RER G o A EL At B 25 A 5 & 5 RN
HEBRKREARKFEEERMRBE
B RARERRARRRERE

UREEZBEN AEEEREAGER
A BEGEN - Hiofk - FoHERER (B
MEEENEVEE) EREANBREE
BaE REERRERRNMDFN—K
RITERBRAORE R -

A EBREE DR REEAREE LB
EFNESRRARREE RFEANTR
A% % 2 MBETE b B EREEE R
BEBREALSE -

BAER MEMBRERIESHAREE
HEARRBBNER  TREZERER
WEESIAEREARRE - RREEZS
@ ARZEEREZGNEEHRABA
AR

SERREAEERERGARENEEAR
KB UHFTERERRERREARER
BUNBEATREF @RI DT RET
MEAED B mEMRTEERAERE
B AT REREEARATRENR - EX L
W FFRTHBEHBARRS EHEE#
HREREAEL -

EEBHRTEABRSERBERAEEESR
BENBEAHEREESBLE - A&H
FEERGEANTSRARERASERR
ERA KRB AT REREER R NE
RREE -RITEEDBRRIBEIRITHE -
FEBINEEERTIRRAEEREER
ER AR R A B T R 2 i B o

AEBNEARRL X BELEEREAR
B FENAREEAEEBRLEEAN

-

2019 12 A31H R2018F 12 A31BH &
AERMLERKEBECERALEE B MM
T ATRETHBARB RS EERT
& WHECRITEGRODOCERBAD -

EHZE2019F12A31H %2018F 12 A31H
LEERN  AEBREERNREEXHER
BRAMNERT LN EARRTE - WRASEE
EaReERMENZERELE -



318

(a)

The Bank of East Asia, Limited | Annual Report 2019

Financial instruments carried at fair value

Fair value estimates are generally subjective in nature, and are made as of a specific
point in time based on the characteristics of the financial instruments and relevant
market information. The Group measures fair values using the following hierarchy of
methods:

Level 1 — Quoted market price in an active market for an identical instrument.

Level 2 — Valuation techniques based on observable input. This category includes
instruments valued using: quoted market prices in active markets for similar
instruments; quoted prices for similar instruments in markets that are considered
less than active; or other valuation techniques where all significant inputs are directly
or indirectly observable from market data.

Level 3 — Valuation techniques using significant unobservable inputs. This category
includes all instruments where the valuation technigue includes inputs not based on
observable data and the unobservable inputs could have a significant effect on the
instrument’s valuation. This category includes instruments that are valued based on
quoted prices for similar instruments where significant unobservable adjustments or
assumptions are required to reflect differences between the instruments.

Fair values of financial assets and financial liabilities that are traded in active markets
are based on quoted market prices or counterparty quotations. For all other
financial instruments the Group determines fair values using valuation techniques.
Valuation techniques include net present value and discounted cash flow models
and various market recognised option pricing models. Assumptions and inputs
used in valuation techniques include risk-free and benchmark interest rates, equity
prices, foreign currency exchange rates, index prices, historical or implied volatilities
and correlations. The objective of valuation techniques is to arrive at a fair value
measurement that reflects the price of the financial instrument that would be
received to sell the asset or paid to transfer the liability in an orderly transaction
between market participants at the reporting date.
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The Group uses widely recognised valuation models for determining the fair value
of common and simpler financial instruments, like interest rate and currency swaps
that use only observable market data and require little management judgement
and estimation. Observable prices and model inputs are usually available in the
market for listed debt and equity securities, exchange traded derivatives and simple
over-the-counter derivatives like interest rate swaps. Availability of observable
market prices and model inputs reduces the need for management judgement and
estimation and also reduces the uncertainty associated with determination of fair
values. Availability of observable market prices and inputs varies depending on the
products and markets and is prone to changes based on specific events and general
conditions in the financial markets.

For more complex instruments, the Group uses valuation models, which usually are
developed from recognised valuation methodologies. Some or all of the significant
inputs into these models may not be observable in the market, and are derived from
market prices or rates or are estimated based on assumptions. Valuation models
that employ significant unobservable inputs require a higher degree of management
judgement and estimation in determination of fair value. Management judgement
and estimation are usually required for selection of the appropriate valuation model
to be used, determination of expected future cash flows on the financial instrument
being valued, determination of probability of counterparty default and prepayments
and selection of appropriate discount rates.

The Group has an established control framework with respect to the measurement
of fair values. This framework includes a valuation control function, namely Financial
Instruments Valuation Group (“FIVG") which comprises control units independent
of front office management. Procedures for price verification have been established.
Any pricing models to be used would be subject to a rigorous validation and
approval process.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

46. FAIR VALUES OF FINANCIAL INSTRUMENTS (conTinueD) & Bl T B #Y A FEE @)

(a) Financial instruments carried at fair value (continued) (@) AATFEEIIERMNSHET A (&)
The table below analyses financial instruments, measured at fair value at the end of TREAMMRBERAR  EATEEI R
the reporting period, by the level in the fair value hierarchy into which the fair value NeMIAZATEENEEL

treatment is categorised:

2019 2018

LevelOne  Level Two  Level Three Total levelOne  LevelTwo  Level Three Total
-4 b} R 3] -4 228 £=8 ag
HKSMn  HKSMn  HKSMn  HKSMn HKS Mn HKS Mn HKS Mn HKS Mn
EBEEn AMEEn AMEEn BMEEn HMEER B¥EER A¥PER  AEEER

Recurring fair value measurement ERRENATEEER
Assets gE
BHZE-BAEMAE
Trade Bils - At FVOCI YR ATEE - 11,461 - 11,461 - 11,764 - 11,764
Trading asses RARBEE 1183 90 - 1213 1371 2112 - 3483
Derivative assets frEIAEE - 5,693 - 5693 - 10211 - 10211
Investment securites RAES
- ARANRY
~ Mandatorily measured at FVTPL NTEEHE 1445 8,857 m 10,580 241 11,251 309 14,031
-ERRAERNRY
 Designated at FTPL ATEE - w46 - w6 T SR
-RBEM2EAEN
- Measured at FVOCI RBATER 291 100,157 1,055 134,183 2,125 87,234 688 110,047
35,599 126,704 1333 163,636 25,967 124,202 997 151,166
Liabilities &
Derivative liablities ETARR - 7,654 - 7,654 - 9,49 - 9,49
Financial iabilties designated at fair value EEARARENRE
through profit or loss ATEEMSHAR - 30,583 - 30,583 - 11,204 - 11,04
- 38,237 - 38,237 - 20,700 - 20,700
During the years ended 31st December, 2019 and 2018, there were no significant BE2019F K 20185 12 A3 BIEZER
transfers of financial instruments between Level 1 and Level 2 of the fair value BEE—RBRE-_ROETEEETLAFBEBE
hierarchy. The Group’s policy is to recognise transfers between levels of fair value ZEMIA MEZEUESKHNED o K
hierarchy as at the end of the reporting period in which they occur. SENHCRRRBRARRE R AN TER

DR BEENEE -
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BFRE=RHENERFITHR2HEH

Valuation technique Significant unobservable input(s) Range
RERN BEEFTHESY 8
Unlisted equity securities and
investment funds Net asset value N/A N/A
FETROBFRIRERS BEFE T N
Discounted cash flow model Discount rate 8.6%
BemmmsEs = (20184F: 11.8%)
Marketability discount 20%
iz 4T (20184 : 20%)
Market-comparable approach Earnings multiple 29.60-34.48
G AR A BFIEE (20184 : 18.24-19.90)
EV/EBIT 25.19-35.68
CEEE/ BERME (20184 : 22.54-23.18)
50%

Marketability discount i35 £ 4747 (20184 : 50%)

The fair values of unlisted equity instruments mandatorily measured at FVTPL
or measured at FVOCI are estimated using the discounted cash flow model, on
the basis of an analysis of the investee’s financial position and results, or with
reference to multiples of comparable listed companies, adjusted for a marketability
discount to reflect the fact that the shares are not actively traded. An increase in
the ratio/investee’s financial position and results in isolation will result in favourable
movement in the fair values, while an increase in discount rate/marketability
discount in isolation will result in unfavourable movement.

Valuation of financial instruments in Level 3 is subject to the same valuation control
framework as described above and reviewed regularly by FIVG.

RatBBRANRRATEERBEREM
2EWREARRATFEEF LT TAMN
AFEERFRARERFTMENMELE R
BRRERRNUBRRAREEZ O &K
SEALR ETARZEE - BAFATS
MR MARBZBR DL IFFERR S 2
B EFRALE REERANTBERR R
REZEARNENHATEEFEASE M
AR TS 2 ERIE M AT
BEREETE -

EE=FzeBTAMERTIA LM 2 A
R EEZEHES ke m T AGERENTH
AR o
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

46. FAIR VALUES OF FINANCIAL INSTRUMENTS (conTinueD) & Bl T B #Y A FEE @)

(a) AR FEESIRNEHT A (@)
(1) EREEMFTBRRZLBNEMIA
fifE
BRI EEEMEABRRLHNT
A HEATEEZEHMT :

(a) Financial instruments carried at fair value (continued)
(1) Valuation of financial instruments with significant unobservable inputs

Movements in the recognised fair values of instruments with significant
unobservable inputs were as follows:

2019 2018
Investment Investment
securities Investment securities Investment
mandatorily securities mandatorily securities
measured at FVTPL  measured at FVOCI ~ measured at FVTPL ~ measured at FVOCI
REBHMZE RRRAMEE
BHRBERES KRB AT EflizBRER WA RRAT
URBRAFEE EETEN AR ATER EfEEM
AENRERS RE®RS SENRAES RAES
HKS Mn BB EET HKSMn BBEBT HKSMnABEET HKSMnEEEET
Assets BE
At 1st January R1A1A 309 688 213 349
Purchases BA - - 124 43
Settlements #e (19) (15) (13) =
Changes in fair value recognised in
the income statement ATREZYEANNER (12) - (15) =
Changes in fair value recognised in
the other comprehensive income  AFEEZBRAN L1 2ENE - 382 - 296
At 31st December R12A31 BEER 278 1,055 309 688
Total gains for the year induded in -~ RFEHLERAFERRA
FVOCI fair value reserve of the Hih 2 A A RBAT
other comprehensive income BEEEMEFAEMZE
for assets held at the end of WML TEBERELEE
the reporting period AR EBER - 382 = 296

Total losses for the year included in
the income statement for assets
held at the end of the reporting
period recorded in net results
from other financial instruments
at FVTPL

REEAERABECEE
MestABARER 2B
REARBRATEESR
TAMFRRZ FEANE
RERER

(12)

(15) -
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(2) Effects of changes in significant unobservable assumptions to reasonably (2) REEmMFABRZBREHESIEA
possible alternative assumptions TS HRBRAEENTE
2019
Effect recorded in profit or loss Effect recorded directly in equity
ERRERNRE L2 EERBRRRES LY
Favourable (Unfavourable) Favourable (Unfavourable)
ARl (FF) B (FF)
HKS Mn B¥EEBT HKSMn B¥EET HKSMnB%EET HKSMn BBEET
Financial assets SREE
Investment securities mandatorlly B ZBBEZARBAT
measured at FVTPL BEGENREES 23 (23 - -
Investment securities measured HBBEM 2R
at Fvocl ATEEENREES - - 88 (88)
23 (23) 88 (88)
2018
Effect recorded in profit or loss Effect recorded directly in equity
ERROGNER L e BERCHRRRER 28
Favourable (Unfavourable) Favourable (Unfavourable)
B (FH) B (H)
HK$Mn B EET HKSMnBMEET HKSMnBKEST HSMnAKEST
Financial assets CREE
Investment securities mandatorlly B ZBBESZARBAT
measured at FVTPL EEGENREES 26 (26) = =
Investment securities measured ZRAEMEANEARY
at Fvocl ATEEENRERS - - 57 (57)
26 (26) 57 (57)
The fair values of financial instruments are in certain circumstances, measured EETBERT TESRTANDTEER
using valuation models that incorporate assumptions that are not supported FRANGEEES  EEE0RELIFRERE
by prices from observable current market transactions in the same instrument BRIAENENAIBEEMERHER @ Ik
and are not based on observable market data. The table above shows the KBEMAIBEATSEE - LRETAT
sensitivity of fair values due to parallel movement of plus or minus 10 per cent BEZERE REFAZAENTZRE

in reasonably possible alternative assumptions. BREFMEEMIE 8 10% HEENILITES -
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(b) Fair values of financial instruments carried at other than fair value

The following methods and significant assumptions have been applied in

determining the fair values of financial instruments presented below:

0

(iii

(iv,

(vi

=

=

=

The fair value of demand deposits and savings accounts with no specific
maturity is assumed to be the amount payable on demand at the end of the
reporting period.

The fair value of variable rate financial instruments is assumed to be
approximated by their carrying amounts and, in the case of loans and unquoted
debt securities, does not, therefore, reflect changes in their credit quality, as the
impact of credit risk is recognised separately by deducting the amount of the
impairment allowances from both the carrying amount and fair value.

The fair value of fixed rate loans and mortgages carried at amortised cost is
estimated by comparing market interest rates when the loans were granted
with current market rates offered on similar loans. Changes in the credit quality
of loans within the portfolio are not taken into account in determining gross
fair values, as the impact of credit risk is recognised separately by deducting the
amount of the impairment loss and allowances from both the carrying amount
and fair value.

The fair value of unquoted equity investments is estimated, if possible, using
the applicable dividend discount model, or share of net asset value in the
investment, or applying a discount to the market value of investments with a
lock-up period.

The fair value of unlisted open-ended investment funds is estimated using the
net asset value per share as reported by the managers of such funds.

The fair value of financial guarantees issued is determined by reference to
fees charged in an arm'’s length transaction for similar services, when such
information is obtainable, or is otherwise estimated by reference to interest
rate differentials, by comparing the actual rates charged by lenders when the
guarantee is made available with the estimated rates that lenders would have
charged, had the guarantees not been available, where reliable estimates of
such information can be made.

(b) UAFEBHNFIRHSBT AR
FEE

AEBRATITEMEZRE

AR

THERIANATEE

(0

(ii)

(iii

(iv

(vi

=

=

=

TRIEEMRAE R RANFEER, DN
REEE HRESNBEHERAT
BERMINEOERE -

FEEMTANAFEE HRERSR
HIEEERS - kS TRASERMIE
ETEBES  ARERENERERBRY
EREREEMR T EETRELER
SREBRES 55 T IAER - BtER
FEETERBREEERENNE -

VABE SR AR A BR B0 B B AR I8 B 7R
AT EE DELREEFIRBEER
FEETRGE 6 B AT 45 F S 4L A - SATH
SRR E R H A AR - AR EENE
BERBRYEREREENAFEETH
AL & FERBR 8 7 2 R T ARER
EREATFEEAER EXEEANE
BEEFRNEEREORZEITE FUE
& o
FLEMRELENAFEBEREATES
RTHABARETHNER - siEg
BRENFEE  ARJAEREHIKRE
BEMELTNE -

FLETHBRAREESHRFEER
it RENRAKEMESRNESREE
FEEDL -

ERHOBERRZATEE  RU2
ZEMERBOAFRSFABKER
ZABUSHBERMET  ERNER

WA 2 EFEZEMMGE - HAIARE
FEEHELRRABERBENEEX
HELEMBERZBERTMERERE
A BRI AT BRI L ®R -
ERBRARA SENERERIAEE AT
BfE -



RERTERAA | 2019F 3K | 325

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

The carrying amounts of the Group’s financial instruments carried at cost or
amortised cost are not materially different from their fair values as at 31st

December, 2019 and 2018 except as follows:

Bt % i R YR (&)

BR A E AN - NS B LA AN o B S B AN A BR
Mem TARMEME  BEMN2019F12 A31
AR2018FRBZAFEERE °

2019
Carrying
amount Fair value Level 1 Level 2 Level 3
BREE AYEE E-R -t =t
HKS$ Mn HKS Mn HKS$ Mn HKS Mn HKS$ Mn
BEEER BEBEER BYBEER BEEER BYEER
Financial assets SREE
Investment securities measured at
amortised cost REESRAEXATE 18,305 18,539 2,203 16,336 -
2018
Carrying
amount Fair value Level 1 Level 2 Level 3
REE AYEE -1 E=R E=4
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BERET  A%EEr  A%EEr  B¥AEER  E%REER
Financial assets SREE
Investment securities measured at
amortised cost REBSRBHEKAE 19,021 19,140 1,720 17,420 -
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

47. OFF-BALANCE SHEET EXPOSURES EE & &R UM E &

(a) Contingent liabilities and commitments
The following is a summary of the contractual amounts of each significant class of
contingent liabilities and commitments:

(a) ARBBERERE

SEFABERAREIBERINA DS ER
AR NE

2019 2018
HKS Mn B¥EERT HKSMnBEEET

Contingent liabilities HAEE
Direct credit substitutes EEEERER 11,705 14,629
Transaction-related contingencies R SEBRIKAIRE 1,051 883
Trade-related contingencies HE SEBHIAIEE 2,157 2,997
14,913 18,509
Commitments AAE
Commitments that are unconditionally cancellable A (& {FEUE M BB S @A
without prior notice I 148,791 141,668
Other commitments with an original maturity HihAEm RS H A
—upto 1 year ~TFHUT 10,038 9,332
—over 1 year —1ELE 26,772 26,710
185,601 177,710
Total k) 200,514 196,219
Credit risk weighted amounts EERRNESE 23,193 23,531

Contingent liabilities and commitments are credit-related instruments which include
acceptances, letters of credit, guarantees and commitments to extend credit. The
contractual amounts represent the amounts at risk should the contract be fully
drawn upon and the client default. Since a significant portion of guarantees and
commitments is expected to expire without being drawn upon, the total of the
contract amounts does not represent expected future cash flows.

SREERAERREEFHENTA 85
RARRHEENARER  EAE ERE
FENFRIE - EHNEBRRFEROW TR
BMEEFPRBOBIAERBRAEE - ANTE
HERE RANRENADD SEFERE
REAETEY - A0S BRIL TRKREARRE

LRE -
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(b) Derivatives (b) FTET AR
(i) Notional amount of derivatives () FTEIAMEESR
Derivatives refer to financial contracts whose value depends on the value of one METARER - BNSHELEEER
or more underlying assets or indices. EHEEEEEENMBEL -
The following is a summary of the notional amounts of each significant type of SENBRTETATFZERINEES
derivative for the Group: BERENAT :
2019
Managed in
conjunction
with financial
instruments
designated at
Qualifying fair value
for hedge through profit  Others, including
accounting or loss held for trading Total
REBBEN
RBATLEE Hity B
REHHEHE SRIARIAERE FEERZ AR fam
HKSMn B EET HKSMnB%EERT HKSMn B¥EERT HKSMn BEEET
Exchange rate contracts EX&4 1,547 6,483 441,126 449,156
Interest rate contracts HEEH 73,755 25,646 272,273 371,674
Equity contracts BRHEH - - 12,214 12,214
Others HAt - - 89 89

75,302 32,129 725,702 833,133
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

B RS e AR MY AR (&)

47. OFF-BALANCE SHEET EXPOSURES (conTinueD) & E B & 3= LA SNV B B ()

(b) Derivatives (continued)

(b) FTET A ()

(i) Notional amount of derivatives (continued) () TTETAMEZZSE(E)
2018
Managed in
conjunction
with financial
instruments
designated at
Qualifying fair value
for hedge through profit Others, including
accounting or loss held for trading Total
ZBBEREN
REATEE it B1F
HeHPEE SRIARAER REERF RS @
HKS Mn BB EET HKSMn BEEET HKSMnBEEEL HKSMn ABEER
Exchange rate contracts Ex&4 1,556 6,153 716,139 723,848
Interest rate contracts Flx&H 67,215 8,592 335,518 411,325
Equity contracts BHaH - - 11,880 11,880
Others £ty - - 266 266
68,771 14,745 1,063,803 1,147,319
Derivatives arise from futures, forward, swap and option transactions f$TATARHAEERAITEINE « X LKE
undertaken by the Group and the Bank in the foreign exchange, interest rate ~ MIZHETHE - BH - B RIIEZSMEL -
and equity markets. The notional amounts of these instruments indicate the ~ E&T ﬂm%%%%ﬁhﬁiﬁiﬁﬁ ERBINARTTR
volume of transactions outstanding at the end of the reporting period; they do MR HE ' BE TR ERFAAX BB S o

not represent amounts at risk.

The fair value and credit risk weighted amounts of the aforesaid off-balance
sheet exposures are as follows. These amounts do not take into account the
effects of bilateral netting arrangements.

A EERERAINERN A TFEEREERR
MESEINT < BUSEILRFAERFELH
e .



(i) Fair value and credit risk weighted amounts of derivatives

2019
Credit risk
Fair value weighted
ALER amounts*
Assets Liabilities FERR
BE =L mELE
HKS$ Mn HKS$ Mn HKS$ Mn
BERET B¥EERx BYAEER
Exchange rate contracts ~ TERA ) 2,887 3,375 1,743
Interest rate contracts FIZE4 2,037 3,442 290
Equity contracts ‘a4 767 827 58
Others Hit 2 10 -
5,693 7,654 2,091

*  The Bank adopted the Foundation Internal Ratings Based (“IRB”) approach according
to Capital Rules for calculating the credit risk weighted amount as at 31st December,

2019 and 31st December, 2018.

RERTERAF
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(i) TETAZATFEEREERRINES

=
2018

Credit risk

Fair value weighted
ATEE amounts*

Assets Liabilities FERR
BE afE mES T

HK$ Mn HK$ Mn HK$ Mn

BEEBT AKAEET  BEEER

6,783 6,191 2,843

2,919 2,816 414

507 472 122

2 17 363

10,211 9,496 3,742

* RIFCEERAD  ATTHRAEREAE
PR EGT EX G E R 201912 4
31HR2018F12A31 5.2 s E/E &

The tables above give the contractual or notional amounts, fair value and
credit risk weighted amounts of off-balance sheet transactions. The fair value is
calculated for the purposes of deriving the credit risk weighted amounts. These
are assessed in accordance with the Capital Rules. Fair value represents the cost
of replacing all contracts which have a positive value when marked to market.

Fair value is a close approximation of the credit risk for these contracts as at
the end of the reporting period. The credit risk weighted amount refers to the
amount as computed in accordance with the Capital Rules.

ZEBRIEEE o

ERINBEERBERUINZHNEKIHK
E2HELE ATEEREERBRINES
B ATEERARGESERRINE
B - ZELBERER(ERHRANIERT
e AFEERKEEEMBRTSER
AEEERHAEENS KR

AFEEREREPERBZEAON
BEtEERR - FERBRINESRETE
BR(ERRANDFE -
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(b) Derivatives (continued)

(iii) Hedge accounting
(a) Fair value hedges of interest rate risk

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

The Group’s approach to managing market risk, including interest rate risk,
is discussed in Note 45(b). Interest rate risk to which the Group applies
hedge accounting arises from fixed rate subordinated notes issued and
fixed rate debt securities investment and loans and advances, 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 a fixed rate debt security or loan are significantly
influenced by changes in the benchmark interest rate. Hedge accounting is
applied where economic hedge relationships meet the hedge accounting
criteria.

By using derivative financial instruments to hedge exposures to changes
in interest rates, the Group also exposes itself to credit risk of the
derivative counterparty, which is not offset by the hedged item. The Group
minimises counterparty credit risk in derivative instruments by entering
into transactions with high-quality counterparties and requiring the
counterparties to post collateral. (see Note 45(a)(xi)).

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
values of the hedged item and the hedging instrument respond similarly to
similar risks. The Group further supports this qualitative assessment by using
regression analysis to assess whether the hedging instrument is expected to
be and has been highly effective in offsetting changes in the fair value of the
hedged item.

The Group establishes a hedge ratio by aligning the par amount of the
hedged fixed-rate loan or note and the notional amount of the interest rate
swap designated as a hedging instrument. Under the Group policy, in order
to conclude that a hedge relationship is effective, all of the following criteria
should be met.

— The regression co-efficient (R squared), which measures the correlation
between the variables in the regression, is at least 0.8.

— The slope of the regression line is within a 0.8-1.25 range.

— The confidence level of the slope is at least 95%.

(b) T4 T A ()
(i) st
@) FIERBEATEEL

AEBUANRRHEOERETH
BRITHESRERE FANES
BEHIRE K BN E AR &
MEHN RN FHEESZNRR -H
VASE 575 B, WOER [ E R RS E A
MEFEBREEBNFERTRY
kA S A B M B By I
WHANEESEFMERLY -
E{GRE 1% B IR B RO BR SR IF R —
B o

AEEEETSRARN L B85
M EE B AR KT RE45(0) - AR E
REE Gt R R R KEET
ERRERE TEREFRERE
RIBF - EAFEEAEELERN K
BEEND - BAEBESRERM
BROATEEESHTEEN KRG
PHBETE  AEEEEEER
REENE B RER o HHEF
AR & Eh RN EEY
R -

BBERATESRT AN HIEE
PHRR  AEETEHTETR
RGHEFHEERK - ZzEARIL
REWE HIEEIEE - AEEEB
HEEERFHFETRS  BX
RSEFREEH R - RESTET
AERXRSHFNERRAR GER M
45(a)(xi)) e

R R B AT B EY SR
1 - SR BARARR 2 R
TR T MR BT (0 45 2
AP 0 B AT AR R
HA R TAZMRTFEMHR
BR - AR EAET (R R e 77
EF  BEERYEAHEE RS T
ANBRERRE —H - AEEF
R RIE R R T A AT
ERTHALARREML - A%
B RS AT LA R
B0 R 35 8 AR B8 2 8
AT BERBAE— 5 EHEE
Bk -

AEERBABEPERERAE
R EN{E RS AP TRAFIE
AN EE S FEIREEL L
o RBAEEBEK - ARETH
R FE W R DA T PR 161

— RERFTEEHEAMEEN
BEBERFEHD)ELR08-

— BEHKNREE0.8-1.258EF
A o

- NEHNEEKFEDPRIS5%



In these hedge relationships, the main sources of ineffectiveness are:

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

— differences in maturities of the interest rate swap and the loans or the

debt securities.

At 31st December, 2019 and 2018, the Group held the following interest
rate swaps as hedging instruments in fair value hedges of interest risk:

Risk category
Interest rate risk

Hedge of subordinated notes issued

Nominal amount (HK$ Mn)
Average fixed interest rate

Hedge of debt securities
investment

Nominal amount (HK$ Mn)
Average fixed interest rate

Hedge of loans and advances

Nominal amount (HK$ Mn)
Average fixed interest rate

Risk category
Interest rate risk

Hedge of subordinated notes issued

Nominal amount (HK$ Mn)
Average fixed interest rate

Hedge of debt securities
investment

Nominal amount (HK$ Mn)
Average fixed interest rate

Hedge of loans and advances

Nominal amount (HK$ Mn)
Average fixed interest rate

bl

F =R
HHEBTHRERES
ZEeB(EEEET)
FHEEF =

U EBERRE
LESBBANEST)
FHEEHE

i e
AESHEOEBEET)
FHEEHE

bl

F= @R
HHEBTHREES
2EeBERBET)
15 B e il 2

HHEBESFRE

£ELEOBREEIT)
FHER =
HHE R RBH
£ESEOBREET)
T4 B I

Less than 1 year
PRE

4,672
6.12%

7,350
2.55%

Less than 1 year

PR1E

3,916
4.25%

4,311
2.18%
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FEELH PR - BB D
B E ZRIRR -

- RSHFNAKEBHERAR
REMEBREOAFEEN
FERERRENREZHEH
B EHIRE A FEED
K

— MXEMABEERRESFH
MR zER-

R2019F K% 2018F 12 A31H * &
SEFEUTHERZENERT
KRB ATFEEEROERIA

2019
Maturity
MR
1-5years More than 5 years
1-5% ZR5F
3,894 -
4.00% -
37,531 19,708
1.88% 2.25%
461 139
3.10% 2.12%
2018
Maturity
Elpis
1-5 years More than 5 years
1-5 4 ZR5EF
8,615 -
5.18% -
36,000 14,034
2.28% 2.69%
125 214
2.78% 3.96%
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(b) Derivatives (continued) (b) fTE I A (&)
(i) Hedge accounting (continued) (i) et (&)
(a) Fair value hedges of interest rate risk (continued) (@) FIFEREE B FEES ()
The amounts relating to items designated as hedging instruments and HEERY P T A RESE ST
hedge ineffectiveness were as follows: i
2019

Line item in the
consolidated

statement of Change in Line item in
financial position fair value consolidated
where the used for income
hedging calculating Ineffectiveness  statement that
Carrying amount instrument hedge recognised in  includes hedge
REf{E is included ineffectiveness profitorloss  ineffectiveness
Nominal FEHAIE AYEERD REERA EREXHR
amount Assets Liabilities ~ MEEEH W EEN RANER  HBORGE
2528 BE 8 HRROEA b ARG LERNERA
HKS Mn HKS$ Mn HKS$ Mn HKS$ Mn HKS Mn
E¥BEn  BWEET  BWEER AYEER EYEER
Interest rate risk
xR
Interest rate swaps - 8,566 13 (27)  Derivative assets/ 152 (#)  Nethedging
hedge of subordinated (liabilities) profit/(loss)
notes issued
HxieH- fiEIREE/ Huef/
BHEEORERE (&) (BB 3%
Interest rate swaps - 64,589 158 (1,822)  Derivative assets/ (1,717) 16 Net hedging
hedge of debt securities (liabilities) profit/(loss)
& H- fETREE/ HhER,/
HhEBESRE (8f) (BB FE
Interest rate swaps - 600 - (19)  Derivative assets/ (17 - Nethedging
hedge of loans and advances (liabilities) profit/(loss)
HERR-SRERRBH fTETREE/ HWER,/

(Bf) (B#R) 38
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2018
Ling item in the
consolidated

statement of Change in Line item in
financial position fair value consolidated
where the used for income
hedging calculating Ineffectiveness  statement that
Carrying amount instrument hedge recognised in  includes hedge
RHE is included ineffectiveness profit or loss ~ ineffectiveness
Norninal BEHAIR RTEEEY REGRA  EEERHR
amount Assets Liabilites 9675 B1 7% WA RN BANEN B0
2548 RE & HREREEE Epk ) Hibdh  WEREER
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
A¥EET  AWEET  A¥EER REBET AERET
Interest rate risk
HERER
Interest rate swaps - 12,531 181 (103)  Derivative assets/ (104) (@) Net hedging
hedge of subordinated (liabilities) profit/(loss)
notes issued
RS Eily fEIREE/ HnER/
HHEETRERE (Bf) (BR) 38
Interest rate swaps - 54,345 695 (539)  Derivative assets/ (77) 47 Net hedging
hedge of debt securities (liabilities) profit/(loss)
kSt fi*TIR8E/ HihRH/
WhGHESRE (Bf) (BR) =&
Interest rate swaps - 339 9 (2)  Derivative assets/ - - Net hedging
hedge of loans and advances (liabilities) profit/{oss)
NEEH-HRERRER fiETAEE/ Hnal/

(BE) (BR)F8
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(b) Derivatives (continued)
(iii) Hedge accounting (continued)

(a) Fair value hedges of interest rate risk (continued)

The amounts relating to items designated as hedged items were as follows:

Carrying amount
KEfE
Assets Liabilities
8E af
HKS Mn HKS Mn
EBEET EBEET
Subordinated notes issued - 8,563
BEARERE
Debt securities investment 66,866 -
ERERRA
Loans and advances 678 -
SHRE

2019

Accumulated amount of
fair value hedge adjustments
included in the carrying
amount of the hedged item
BEREHERREE
MEFATEERNIR
Assets Liabilities
BE af
HKS Mn HKS Mn
EREER EREER

- 5

1320 -

(b) STET A ()
iy Ehast (&)
(@) FEmELAFEELT ()

Line item in the
consolidated
statement of
financial position
where the hedged
item is included
BARHWER
iR
VELIE]

Loan capital
#EER
Investment
securities
RERS
Loans and
advances to
customers

EFERREH

Change in
value used

for calculating
hedge
ineffectiveness
AVEERD
DHEES]
s
HKS Mn
E¥BET

(156)

1733

FEERIREDTIRE T ¢

Accumulated amount
of fair value hedge
adjustments remaining
in the statement

of financial position
for any hedged

items that have
ceased to be

adjusted for hedging
gains and losses
BEREHRRRN
BALLAEHHERR
EENRHMER
L2 AVERE
HARERR

HKS Mn

ARAER
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2018
Accumulated amount
of fair value hedge
adjustments remaining
in the statement
of financial position
for any hedged
Line item in the items that have
Accumulated amount of consolidated Changein ceased to be
fair value hedge adjustments statement of valueused  adjusted for hedging
included in the carrying financial position for calculating gains and losses
amount of the hedged item where the hedged hedge  BERHBHARKHN
Carmying amount BENEEAERRER item is included ineffectiveness B IFABHREH R
KEf MEHATEEHHAE AakEER MFEEZY BRMREER
Assets Liabiltes Assets Libilties ~ BIEAHE WETEEN LEHATER
AE 8 AE g RAREER Eais ) HRRERE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AERET ABRET ABEET ABEET AEEETL ABEET
Subordinated notes issued - 12,358 - (150)  Loan capital 100 -
BEARER fEEER
Debt securiies investment 54,222 = (319 - Investment 124 =
ERERRE securities
REES
Loans and advances 338 - 2) - loansand - -
B REA advances to
customers
EPEHRER
The Group’s fair value hedge principally consists of interest rate swaps that AEENATEEEHREIEZRET
are used to protect against changes in the fair value of fixed rate long-term RS AN E TSR k&
financial instruments due to movements in market interest rates. MEFNTEERPEBMTARTE

ERE -
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(b) Derivatives (continued)

(i) Hedge accounting (continued)
(b) Cash flow hedges of foreign currency risk

The Group uses exchange rate forward contracts to hedge against the
variability in cash flows of certain debt securities investments denominated
in US dollar held by the insurance subsidiaries. The Group hedges foreign
exchange rate risk to the extent of variability in functional currency
equivalent cash flows (i.e. in HK dollar) from principal payment of the
debt securities attributable to movements in US dollar/HK dollar. Hedge
accounting is applied where economic hedge relationships meet the hedge
accounting criteria.

The Group determines the amount of the exposure to which it applies
hedge accounting by assessing the potential impact of changes in foreign
currency exchange rates on the future cash flows from the debt securities
investments denominated in US dollar that will result in a reduction
of functional currency equivalent cash flow to meet the obligation of
insurance policies at maturity. This assessment is performed using analytical
techniques, such as cash flow sensitivity analysis.

As noted above for fair value hedges, the Group exposes itself to credit risk
of the counterparties to the derivatives, which is not offset by the hedged
items. This exposure is managed similarly to that for fair value hedges.

The Group determines whether an economic relationship exists between
the cash flows of the hedged item and hedging instrument 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 cash flows of the hedged item and the hedging
instrument respond similarly to the hedged risk, such as the notional
amount, maturity and underlying currencies.

The Group assesses hedge effectiveness using the hypothetical derivative
method, which creates a derivative instrument to serve as a proxy for
the hedged transaction. The terms of the hypothetical derivative match
the critical terms of the hedged item and it has a fair value of zero at
inception. The dollar offset ratio, being the periodic change in fair value of
the hypothetical exchange rate forward contract attributable to changes
in forward rate is calculated to assess whether the hedge can achieve
0.8-1.25 cumulative dollar offset on each reporting date.

(b) STET A (8)
iy Ehast (&)
(b) SMERRRAIE 2 E

FAEBEAERZHMSOE HRE
B R BRE T AR TAHEN
BEFRENRERELY - A5H
HEET, BT EE M EBERE
FAREX N ATIREE R (BB T
) HENEERSRELBETI
FERBR S - HhEHERARA A
Eh @ EHRM R B PR -

AEBEBBFHINESBEIAXT
FHENEFRENRRRSRER
BEEBURRREE R R MEES
2 mErHERSEHEANRARSE
BRERE keI BREERD
BE - ZAHA B O ERMAETT -
BIANR S RGUREDHT

W EXHR A FEEE DAL A
SEEUTETIARSHFNER
R - W R R B RS IR A
HH - EREAREQTFEES T
BB EIRER LN o

AEBRIRHIELIR B 0 E
Y F A DA R ST FF RO E R R R ) T B
DT AEEREPIEE R
EENWGTAZHREFERERH
17 ARBEFHEERENTE
B @ZEEEMIER REHMTA
MBS IERE S — B - AREFE
HEMPBE NE P TANRERE
AT R R B ) S R AR AL - 912
NEHESHE  DIHB RAEERT
f o

AEBRAERITET AT A
HhBA RERY —TET A
EREMRZHHMRIE - BEITAET
ELHO 60 B2 A 5 TR B #O B8 15X
— B YAERKBEQFEER
T BEEHLE  BHERM®
s EMEREREHAONA
FEENEBERL  SE UG
HHREAESEBZSAHNESR
0.8-1. 25 R5HEEHH -
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At 31st December, 2019 and 2018, the Group held the following

instruments to hedge exposures to changes in foreign currency:

Bt % i R YR (&)

R2019F 2018412 A318 -
AEBEHBUT T AL HRINEZS)

[\
2019
Maturity
EHA
Less than 1 year 1-5 years More than 5 years
DPR1E 1-5%F E2LES
Foreign currency risk SN B
Exchange rate forward contracts
(HKD: USD) EXEHMEH (B - X1)
Nominal amount (HK$ Mn) AEeB(BEEET) 1,304 243 -
Average forward price T RS 7.69 7.70 -
2018
Maturity
28R
Less than 1 year 1-5years  More than 5 years
PR E 1-56 LR5F
Foreign currency risk HINEE [ B2
Exchange rate forward contracts
(HKD: USD) EXEHMAH(ER - XT)
Nominal amount (HK$ Mn) ZxeB(EEAET) = 1,556 =
Average forward price FEERERE - 7.71 -
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47. OFF-BALANCE SHEET EXPOSURES (conTINUED) & E & & &R /MY R B (&)

(b) $T£ T & (40
(ili) &3t (8)
(b) SMERMAG 2 (4)
R T AR S B

(b) Derivatives (continued)
(i) Hedge accounting (continued)
(b) Cash flow hedges of foreign currency risk (continued)
The amounts relating to items designated as hedging instruments and

hedge ineffectiveness were as follows: ik
2019
Line item in
the consolidated
statement of Changes in the
financial position Changes in value of the Line item in Line item in
Where the fair value hedging consolidated Amount  consolidated
hedging used for instrument Hedge income reclassified from ~ income
Carrying amount instrumentis  calculating hedge recognised  ineffectiveness  statement that thehedged  statement
REE included ineffectiveness in0Cl recognisedin  includes hedge reserveto  affected by the
Nominal AEYNIAN  AVEESE  BIREHRE profitorloss  ineffectiveness profitorloss  redlassification
amount Assets Liabiitis ~ S&HHRRE WHEEN  GENERIR  BIMMERN  BRUMENN  AEMERRA  REAREN
2588 & 8%  KER Hpgh  ATEERD  EAERER  ROUERNAR  GEREE  ROEREE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EREET LET EREET EREET EYEER R¥EER ENEET
Currency rate risk
SMERR
Exchange rate forward contracts 1541 - (17) Derivative assets/ 1 (5) - Netinsurance 9 Netinsurance
(HKD:USD) (liabilities) profit profit
ExgBan(En: x1) fiEIREE/ FREER FREEH
(8f)
2018
Lineitemin
the consolidated
statement of Changesin the
finandial posttion Changesin value of the Lineitemin Lineitemin
where the fair value hedging consolidated Amount  consolidated
hedging used for instrument Hedge income redassfied from  income
Carrying amount instrument is calculating hedge recognised ineffectiveness ~ statement that thehedged  statement
EEf included ineffectiveness in0Cl recognisedin -~ includes hedge reseneto  affected by the
Nominal BEUWIAN  ATEERD  ERRABRE profitorloss  ineffectiveness pofitorloss  reclssfication
amount Assels Labiites  SABEBIAR JGEEN  AENERIR  EIMERN  ASHAERN  AMMEETA  REAYEN
L5468 3 A HEE Fapid: 0} ATEEZS EpUREG  GRNERNER hake®  HelaReg
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AREET BEAET AEEET YRR AYEET HEEET YRS
Curreny rate isk
ShERR
Exchange rate forward contracts 1,556 - (1) Derivative assets/ 1 ) - Netinsurance (5) Netinsurance
(HKD:USD) (igbiltes) profit profit
Exasan (% x0) fiETAER/ FRBER FRBER

(8fE)




The amounts relating to items designated as hedge items were as follows:

Currency rate risk

SNE ER

Debt securities investment

ERBEHRE

Currency rate risk
HINEE [\ B2

Debt securities investment

ERERKRE

Line item in the
consolidated
statement of
financial position
where the hedged
item is included
BEHEHIER
iR B

MRz HIEE

Investment
securities

Line item in the
consolidated
statement of
financial position
where the hedged
item is included
BEREAIER
HER G B
R FHIEE

Investment
securities
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BERRETIRE HWT ¢

2019

Change in
value used for
calculating hedge

ineffectiveness Cash flow
DNEEEZB hedge reserve
STEENE TS REREHHEE
HKS Mn B¥EEBT HKSMnB¥EETT
(10) 1
2018

Change in

value used for

calculating hedge
ineffectiveness Cash flow
NEEBEZS hedge reserve
STEERE DS RensphrEE

1o —

HKS Mn B & B E T

P

HK$ Mn BE B E T

Balances
remaining in the
cash flow hedge

reserve from
hedging
relationships

for which hedge
accounting is

no longer applied
TBERAHM
B ENRER
Eabel =) 23]

HK$ Mn BB EE T

Balances
remaining in the
cash flow hedge

reserve from
hedging
relationships

for which hedge
accounting is

no longer applied
THERE
GEMBE SR
o F AR

HK$ Mn BB &
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(b) Derivatives (continued)
(iv) Remaining life of derivatives

The following table provides an analysis of the notional amounts of derivatives
of the Group by relevant maturity grouping based on the remaining periods to

settlement at the end of the reporting period.

1year

o less

1EHRT

HKS Mn

AEEER

Interest rate derivatives MEHETA 143,999
Currency derivatives EBiETA 436,903
Other derivatives HAfpfTETH 7,890
588,792

(c) Capital commitments

Capital commitments outstanding at 31st December and not provided for in the

financial statements were as follows:

Over 1 year
to 5 years
180k
E5f

HKS Mn
YA

206,443
10,978
4413

21,834

2019
Over
5years

SENE
HKS Mn
ERERT

21,232
1215

22,507

Expenditure authorised and contracted for B &S HIEFHH
Expenditure authorised but not
contracted for BRAS HERED

(d) Leases committed but not yet commenced

At 31st December, 2019, the total future cash outflows to which the Group (as a
lessee) is exposed that are not reflected in the measurement of lease liabilities are as

follows:

Properties
Within one year
After one year but within five years
After five years

Equipment
Within one year
After one year but within five years

Total lease committed but not yet commenced

S

(b) STET A (8)

(iv) PTETAZ TR
TEROMEREHERAAEERED
HHMRBRZRBEENRABITET
EmMEEeE -

Notional amounts with remaining life of

HRBRHNERLE
2018
Tyear  Over T year QOver
Total or less to 5 years 5 years Total
15 E

aE  1EIT E5E SENME g

HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EBEBR ABEET ABEEn  A¥EEn  A%EER
371,674 187,106 209,736 14483 411,325
449,156 706,653 15,936 1,259 723,848

- 12,303 7,611 4,535 - 12,146
833,133 901,370 230,207 15,742 1,147,319

(o) EARAYE
W12 A31 BAREMMEINREF BRI IR
BEEHN B REEMT

2019 2018

HKS Mn B¥EEBxT HKSMnBEEETT

305 284

177 161

482 445

1FEAR
1FEESER
5F AR

&t

1EAR
1EE5ER

EAEENARENEERE

(d) ERBENRBEABRNEE
20194 12 A31 B « AEBEEAFRBARR
AR RN TR E5t 8 R AR
SRLEBOT :

2019
HK$ Mn B EE T

10
32
6

48

48



(e) Operating lease commitments

Under HKFRS 16, the leases previously classified as operating leases which were
kept off-balance sheet under HKAS 17 are required to be recognised on-balance
sheet. The Group has initially applied HKFRS 16 using the modified retrospective
approach from 1st January, 2019. Under this approach, the Group adjusted the
opening balances at 1st January, 2019 to recognise lease liabilities relating to these
leases (see Note 3). From 1st January, 2019 onwards, future lease payments are
recognised as lease liabilities in the statement of financial position in accordance
with the policies set out in Note 2(s), and the details regarding the Group’s future
lease payments are disclosed in Note 45(d).

Comparative information under HKAS 17
At 31st December, 2018, the total future minimum lease payments under non-
cancellable operating leases are payable as follows:

Properties S

Within one year 1FARA

After one year but within five years 1EE5ERN

After five years 54 A4
Equipment B

Within one year 1FARA

After one year but within five years 1EE5ERN
Total operating leases commitments TR E ARG

(f) Contingencies

The Group receives legal claims against it arising in the normal courses of business.
The Group considers none of these matters as material. Where appropriate the
Group recognises provisions for liabilities when it is probable that an outflow of
economic resources embodying economic benefits will be required and for which a
reliable estimate can be made of the obligation.
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(e) REHEASE

(BB BRELANDE16HE T - UER
B(EAEGAHEADF 17T REEERBERI
DER/KEHENHEREEERBERAMR
R AEER2019F1 51 HREALHR
EPRAEB(EENHRESEADF 1655 -
EZEAT  AREREZ2019F1A1HH
MNEBUAEREEEECHERE (2R
MizE3) - 8201941 A1 Hi - REERE
MEE2() e BERBGARBEEFREEERRE
TAERRAERRE BEAKRE N ARKRAE
EREFHBERERKE45()

RECEB G EADE 7RO L REH
R20184F12 A31 R - ET A HEHRLER
R ARFREEMNEERREBNT

2018
HK$ Mn 7S5 B & 7T

423
581
72

1,076

1,085

(f) AESBE
AEEWE R LB ARTEENEEER
e AEERAREEELSTEA - £
ERT - AR EERTEEEEER R
A BT A 3 A T S 0 SR L £
A o
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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48. NOTES ON CONSOLIDATED CASH FLOW STATEMENT Z8RE&RE XM

(a) Cash and cash equivalents (a) RERZEERELER
(i) Components of cash and cash equivalents in the consolidated cash flow () EREREFERANREREZRARESE
statement B B4R 5
2019 2018

HKS Mn B¥EET HKSMnBBESET

Cash and balances with banks and other
financial institutions with original maturity RABRAIEARAZEE R

within three months ERTMEMSRBENET 36,388 28,179
Placements with and advances to banks and
other financial institutions with original JRAERRR A& 3 (B A A WTERTT R
maturity within three months Hih 2 BgENTERERRZN 44,535 55,071
Treasury bills with original maturity within
three months JRAERPR &3 18 A LA A B Bl E 5 12,539 1,541
Certificates of deposit held with original FRAHRA3EALAZEHER
maturity within three months FRE - 1,109
Debt securities with original maturity within
three months JRAHABR & 318 A A A M E TS 35 55 1,176 114
Add: Cash and balances with banks and m: eEEHEELEEE]
other financial institutions included in (K77t 56) K93 & RAESRITAN
“Assets held for sale” (Note 56) HiemlEnET - 6

94,638 86,020
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(i) Reconciliation with the consolidated statement of financial position (i) EBERA B AHKR KA H R
2019 2018
HK$S Mn B¥BHET HKSMn B BET
Cash and balances with banks and other ReRERTREMSREEN
financial institutions (Note 25) T (it 25) 51,525 48,106
Placements with and advances to banks and ERITRHEMSREENFRRBR
other financial institutions (Note 26) (Ht:£26) 62,280 60,373
Treasury bills, certificates of deposit held and
debt securities BlEES HEFREREBES
— trading assets (Note 28) —RGBHEEE (HiZ28) 90 2,131
— investment securities (Note 30) — & EFFH (H1:£30) 159,974 140,673
160,064 142,804
Add: Cash and balances with banks and m: eREEREELERE]
other financial institutions included in (17t 56) KR & RAEIRITH
“Assets held for sale” (Note 56) Hib & BB T - 6
Amounts shown in the consolidated statement
of financial position EREMBRRR RN 273,869 251,289
Less: Amounts with an original maturity of
beyond three months B RAHRAIEAN EMEE (164,085) (145,337)
Cash balance with central bank subject ZHER IR RRITH
to regulatory restriction RettTs (15,146) (19,932)
Cash and cash equivalents in the ERARENERANE LK

consolidated cash flow statement SREEEE 94,638 86,020
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(b)) FERMEETHEENEBEZHE
TRIBAEERREFDEENAE L E
including both cash and non-cash changes. Liabilities arising from financing B pEReRFReZ2EH - RAMEE
PELENBBEEEASENGERERER
AN ERBEREEHELENRSRARKE

(b) Reconciliation of liabilities arising from financing activities
The table below details changes in the Group’s liabilities from financing activities,

activities are liabilities for which cash flows were, or future cash flows will be,
classified in the Group’s consolidated cash flow statement as cash flows from

financing activities. SRMELENEE -
Debt Interest Interest
securities Loan rate swaps  rate swaps
issued capital held to held to
Debt accrued accrued hedge hedge
securities Loan interest interest Lease borrowings  borrowings
issued capital payable payable liabilities (assets) liabilities Total
2413 KRk
BEf HHERN  HRER
BEf EBEE.  REEA IESC I Esc)-
RS H#EER AR 2EHFE HERR AN(ER)  AHER ag
HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
EBEET EWEEn EWEEn EWEEn EWEEn #EWEEn EWAEn EWAER
At 1st January, 2019 R20192151A 564 12,358 5 176 1,094 (105) 182 14274
Changes from financing cash flows REBERLTNED
Issue of debt securities BEEES 3,04 - - - - - - 3,04
Issue of loan capital BEEAR - 1675 - - - - - 1,675
Redemption of debt securities issued EERRIREEES (408) - - - - - - (408)
Redemption of oan capital BOCREEER - (3913) - - - - - (3913)
Interest paid on loan capital XAREERHE - - - (653) - - - (653)
Interest paid on debt securites issued TAEEAEREFHE - - (15) - - - - (15)
Interest paid on lease iabilties ZAREEERE - - - - (391) - - (391)
Total changes from financing cash flows~~ FEBIER £ NS A% 2616 (2.238) (15) (653) (391) - - (681)
Exchange adjustments EXHAE (1 (52) - - @ - - (55)
Changes in fair value AFEERS 1 - - - - 2 (1) 2
Revaluation under hedge accounting HAETENER - 156 - - - (10) (154) 8
Interest expenses Mz 1 14 % 690 1] - - 840
Increase in lease liabltes from entering EERITUHREN
into new leases during the year REAREEM - - - - 365 - - 365
Total other changes EEaen 1 118 9% 690 404 ® (155) 1,144
At 31st December, 2019 R20195 124318 3,181 10,238 84 PAE] 1,107 (113) i} 14,731
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Debt Interest Interest

securities Loan rate swaps rate swaps

issued capital held to held to

Debt accrued accrued hedge hedge

securities Loan interest interest  borrowings  borrowings
issued capital payable payable (assets) liabilities Total

RRfE BRI

BEf HERE  HARERE

BETT EBEHz  REER  MEEE  FlEEH

ER BEER A ZERFIE  AH(EE) aHNEE ke
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AREET BEaEr #B¥asr #%EEr A%EEn A¥EEn ABEER

At 1st January, 2018 (Restated) R2018%E1 10 (EH) 1,007 12,413 7 176 (199) 148 13,552
Changes from financing cash flows ~ FEBER&HNED

Issue of debt securities BIEEES 114 - - - - - 114
Redemption of debt securities issued BREBTERES (565) - - - - = (565)
Redemption of loan capital BRERTRERR - - - - - - -
Interest paid on loan capital IREEERFE - - - (617) - - (617)
Interest paid on debt securities issued XA EETEEEFFIE - = (16) = = = (16)

 Totalchanges from firancng cash flows  REBER@RMESEE @) - e 67 - - e

Exchange adjustments ERRE 7 30 = = = = 37
Changes in fair value ATEEED (1) = = = 3 2) -
Revaluation under hedge accounting /& AR ER - (101) - - 91 36 26
Interest expenses FlEZ M 2 16 14 617 = - 649
Total other changes Eth& g 8 (55) 14 617 94 34 2

At 31st December, 2018 120186128318 564 12,358 5 176 (105) 182 13,180




346 | The Bank of East Asia, Limited | Annual Report 2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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49. ASSETS PLEDGED AS SECURITY A{EIEB RN EE

The following assets have been pledged as collateral for own liabilities at the end of RBEHERE W TEELEAEASE
the reporting period. EZ R o
2019 2018

HKS Mn B¥EET HKSMnBBESET

Secured liabilities FERAE 3,790 8,000
Assets pledged: BEREE:
Loans and advances to customers BEFERKRER 954 812
Investment securities REER
—BERBRBRARR
— designated at FVTPL NTEE 156 319
— A E M 2 I ER AR R
— measured at FVOC| NTEE 6,144 6,301
— measured at amortised cost — BB ER A 354 272
7,608 7,704
The following balances with banks have been pledged as collateral for securities A THRITEREREEFEERITETLA
borrowings and margin deposits of derivatives. FRES2EAR -
2019 2018
HKS Mn B¥EET HKSMnBBEET
Cash collateral for borrowed securities REBHEENR KRR 13 5
Margin accounts for open futures and
forward contracts REFRLHE REHEANTRER 3,906 2,351
3,919 2,356
These transactions are conducted under terms that are usual and customary to IER D ZIGEF R R REBZEERR

standard lending and securities borrowing and lending activities. BHEER ST
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50. LOANS TO DIRECTORS AND ENTITIES CONNECTED WITH DIRECTORS
EERREESAERRNER

The aggregate of loans to directors of the Bank and entities connected with R IE A THERIY E 383(1) (d) & R(A R (B
directors disclosed pursuant to Section 383(1)(d) of the Hong Kong Companies BEEMNRER)RADEIHHRE - NTE
Ordinance and Part 3 of the Companies (Disclosure of Information about Benefits of EREAEEAPMETR  ERBERENT

Directors) Regulation, are as follows:

2019 2018
HKS Mn ¥ BB HKSMnBEEET

Aggregate amount of relevant loans outstanding

at 31st December EREERR 12 A31 B REE
By the Bank HRIRITIE 1,615 929
By subsidiaries m B A RE - 2
1,615 931
The maximum aggregate amount of relevant loans
outstanding during the year FENEBER 2 EmE R EHE
By the Bank RIRITIE N 2,086 2,164
By subsidiaries B T A AlfE 2 4
2,088 2,168
As at 31st December, 2019 and 2018, there was no interest due but unpaid and the ®2019412 A31H %2018 12 A 31
impairment allowance made against these loans as required under HKFRS 9 were H OREABMKREMHL BHZREETIR
insignificant. (BEVERELERDE IR IEL 2 RELE
BRIEKH -
51. MATERIAL RELATED PARTY TRANSACTIONS BB, A THE AR H
(a) Key management personnel remuneration (a) TEEEASFHM
Remuneration for key management personnel of the Group, including amounts REBEZFEETEASHM - B REENZ
paid to the Bank’s directors as disclosed in Note 22 and certain of the highest paid R2HFABRES N FARITEEREMF23H
employees as disclosed in Note 23, is as follows: BN TFATE TRaFMEESNSRE
W
2019 2018

HKS Mn B BB HKSMnEBEBEET

Short-term employee benefits EHESRAM 141 169
Post-employment benefits EERKER 8 7
Equity compensation benefits R EEF 23 35

172 211




348 | The Bank of East Asia, Limited | Annual Report 2019

(b) The Group maintains certain retirement benefit schemes for its staff as per Note 2(y) ~ (b)
(iii). In 2019, the total amount of contributions the Group made to the schemes was
HK$189 million (2018: HK$167 million).

The Group enters into a number of transactions with the Group’s related parties,
including its associates, and key management personnel and their close family
members and companies controlled or significantly influenced by them. The
transactions include accepting deposits from and extending credit facilities to them.
All interest rates in connection with the deposits taken and credit facilities extended
are under terms and conditions normally applicable to customers of comparable
standing.

The interest received from and interest paid to the Group’s related parties for the
year, outstanding balances of amounts due from and due to at the year end, and
maximum outstanding balance of amounts due from and due to them during the
year are aggregated as follows:

AEBEAHBBRES TRKNREE - I
2R KT EE20y) i) B B - R2019F R+ A&
EHZEAENHREHERAE1.89E T
(20184 : B¥1.67127T) °

AEBEEBBMALTETSEARS  ZEA
TEEBEQR  REBTHABEEER
BB MEZEALHESNRAREERYE
NNAT - ZERHBREEZZEALER
EAEfIREER AR REENFE
BB T —REEKFREHGHR

FEAN  NEE VR A L PTUREE SN T
IS - REFREBALHRRER
BB ALTHFIE - RESFEARBALRS
RFBREBALTORSHRIARBLENT

Shareholders with
significant influence
Key management personnel Associates BEX
FEEEAE BEAT FENZRER
2019 2018 2019 2018 2019 2018
Restated
E
HKS$ Mn HK$ Mn HKS Mn HK$ Mn HKS$ Mn HK$ Mn
BETET A¥EEr BYEER A¥EEr  BY%EER  BEEER
Interest income FEKA 73 55 39 46 - -
Interest expense FEZH 35 33 2 4 - 1
Amounts due from B ATHRE 3,741 3,109 1,395 1,128 818 953
Amounts due to R ATHFE 2,117 2,343 442 226 9 397
Maximum amounts due from B ATHRRRK 5,324 3,638 2,265 1,789 8,998 10,436
Maximum amounts due to REBALHRRIE 6,498 5,668 684 1,058 189 463
Committed facilities to BYEEARE 192 1474 823 1,448 - =



The Bank has adopted Staff Share Option Schemes whereby the Board of the Bank
may at its discretion grant to any employees of the Group, including Executive
Director and Co-Chief Executives, options to subscribe for ordinary shares of the

Bank. All options were granted for nil consideration.

(a) Particulars of share options

Date of grant
RTEH

05/5/2011(T3)
10/5/2012(T2)
10/5/2012(T3)
03/5/2013(T1)
03/5/2013(T2)
03/5/2013(T3)
02/5/2014(T1)
02/5/2014(T2)
02/5/2014(T3)
04/5/2015(T1)
04/5/2015(T2)
04/5/2015(T3)
08/4/2016(T1)
08/4/2016(T2)
08/4/2016(T3)
07/4/2017(T1)
07/4/2017(T2)
07/4/2017(T3)
10/4/2018(T1)
10/4/2018(T2)
10/4/2018(T3)
19/7/2019(T1)
19/7/12019(T12)
19/7/2019(T3)

Vesting period
R

05/5/2011-04/5/2014
10/5/2012-09/5/2014
10/5/2012-09/5/2015
03/5/2013-02/5/2014
03/5/2013-02/5/2015
03/5/2013-02/5/2016
02/5/2014-01/5/2015
02/5/2014-01/5/2016
02/5/2014-01/5/2017
04/5/2015-03/5/2016
04/5/2015-03/5/2017
04/5/2015-03/5/2018
08/4/2016-07/4/2017
08/4/2016-07/4/2018
08/4/2016-07/4/2019
07/4/2017-06/4/2018
07/4/2017-06/4/2019
07/4/2017-06/4/2020
10/4/2018-09/4/2019
10/4/2018-09/4/2020
10/4/2018-09/4/2021
19/7/2019-18/7/2020
19/7/2019-18/7/2021
19/7/2019-18/7/2022

RERTERAF
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RITFRANESREFEIREEEAMIE
BHRBETAKREZEMREES - BEHRT
BEREETRAR - ARBARTEBRR

0 o BB RERAES ABRHERL AL -

(a) RBRFEF1E

Exercise period

e

05/5/2014-05/5/2019
10/5/2014-10/5/2019
10/5/2015-10/5/2020
03/5/2014-03/5/2019
03/5/2015-03/5/2020
03/5/2016-03/5/2021
02/5/2015-02/5/2020
02/5/2016-02/5/2021
02/5/2017-02/5/2022
04/5/2016-04/5/2021
04/5/2017-04/5/2022
04/5/2018-04/5/2023
08/4/2017-08/4/2022
08/4/2018-08/4/2023
08/4/2019-08/4/2024
07/4/2018-07/4/2023
07/4/2019-07/4/2024
07/4/2020-07/4/2025
10/4/2019-10/4/2024
10/4/2020-10/4/2025
10/4/2021-10/4/2026
19/7/2020-18/7/2025
19/7/2021-18/7/2026
19/7/2022-18/7/2027

Exercise price per share

BRITHEE
HKS B % 7T
32.00
28.99
28.99
31.40
31.40
31.40
32.50
32.50
32.50
34.15
34.15
34.15
28.45
28.45
28.45
32.25
32.25
32.25
32.25
32.25
32.25
22.45
22.45
22.45
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(b) Movement of share options during the year

2019

Date of grant

BFAH

05/5/2011
10/5/2012
10/5/2012
03/5/2013
03/5/2013
03/5/2013
02/5/2014
02/5/2014
02/5/2014
04/5/2015
04/5/2015
04/5/2015
08/4/2016
08/4/2016
08/4/2016
07/4/12017
07/4/2017
07/4/12017
10/4/2018
10/4/2018
10/4/2018
19/7/2019
19/7/2019
19/7/2019

Total 258

Tranche

by

T3
T2
T3
T
T2
T3
T
T2
T3
T
T2
T3
T
T2
T3
T
T2
T3
T
T2
T3
T
T2
T3

Exercise price
per share

SRTHEE
HKS E% T
32.00
28.99
28.99
31.40
31.40
31.40
32.50
32.50
32.50
34.15
34.15
34.15
28.45
28.45
28.45
32.25
32.25
32.25
32.25
32.25
32.25
22.45
22.45
22.45

Outstanding
at 1/1/2019
120195
1818

i RATHE

1,890,000
1,114,000
1,172,000
1,114,000
1,114,000
1,840,000
1,812,000
1,942,000
1,953,500
2,030,000
2,030,000
2,005,746
1,064,000
1,996,000
2,096,500
2,130,000
2,130,000
2,140,000
2,225,000
2,225,000
2,237,500

38,261,246

(b) FARKEZZE

Number of share options 3 i % B

Granted

BRF

1,947,000
1,947,000
1,956,000

5,850,000

Exercised

BiTfE

Lapsed/
Cancelled

BE%/
By

1,890,000
1,114,000

1,114,000

4,118,000

Outstanding
at 31/12/2019
R2019%
128318

i RATHE

1,172,000
1,114,000
1,840,000
1,812,000
1,942,000
1,953,500
2,030,000
2,030,000
2,005,746
1,064,000
1,996,000
2,096,500
2,130,000
2,130,000
2,140,000
2,225,000
2,225,000
2,237,500
1,947,000
1,947,000
1,956,000

39,993,246



2018

Date of grant

BFAH

05/5/2011
05/5/2011
10/5/2012
10/5/2012
10/5/2012
03/5/2013
03/5/2013
03/5/2013
02/5/2014
02/5/2014
02/5/2014
04/5/2015
04/5/2015
04/5/2015
08/4/2016
08/4/2016
08/4/2016
08/4/2016
08/4/2016
08/4/2016
10/4/2018
10/4/2018
10/4/2018

Total 4258

Dkt

Tranche

5

T2
T3
T1
T2
T3
T1
T2
T3
T1
T2
T3
T1
T2
T3
T1
T2
T3
T1
T2
T3
T1
T2
T3

Exercise price
per share

BRITEE
HKS BT
32.00
32.00
28.99
28.99
28.99
31.40
31.40
31.40
32.50
32.50
32.50
34.15
34.15
34.15
28.45
28.45
28.45
32.25
32.25
32.25
32.25
32.25
32.25

Outstanding
at 1/1/2018
720185
1H1R
RATTE

1,489,000
1,890,000

582,000
1,114,000
1,172,000
1,114,000
1,164,000
1,890,000
1,942,000
1,942,000
1,953,500
2,030,000
2,030,000
2,040,000
1,064,000
2,083,000
2,096,500
2,130,000
2,130,000
2,140,000

33,996,000

Nurmber of share options 2 1E % B

Granted

ERF

2,225,000
2,225,000
2,237,500

6,687,500

RERTERAF

Exercised

BT

1,489,000

582,000

50,000
50,000
130,000

2,362,736

Lapsed/
Cancelled

BXH/
BH#

59,518
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Outstanding
at 31/12/2018
20184
12A318
AT

1,890,000
1,114,000
1,172,000
1,114,000
1,114,000
1,840,000
1,812,000
1,942,000
1,953,500
2,030,000
2,030,000
2,005,746
1,064,000
1,996,000
2,096,500
2,130,000
2,130,000
2,140,000
2,225,000
2,225,000
2,237,500

38,261,246
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(c) There were no share options forfeited and cancelled during the year ended 31st  (c) EZ2019F 12 B31 It FEAKXRERK
December, 2019. In 2018, the following share options were forfeited and cancelled. FERGE Rt SH - 2018 4F » HHUE &
FESHEV R ARAEIA T -

No. of share
options forfeited Exercise price
Date of grant Tranche and cancelled per share
B 8E 30 T 8 1Y
RTEH w2 RREHE BRITEE
HKS$ 7 % 7T
04/5/2015 T3 34,254 34.15
08/4/2016 T2 25,264 28.45
(d) Details of share options exercised (d) BETERREFESE
Exercise period Date of grant Number of share options
fTEAE RTBEH RREH A
2019 2018
February 2 A 05/5/2011 (T2) - 1,339,000
10/5/2012 (T1) - 100,000
03/5/2013 (T3) - 50,000
02/5/2014 (T1) - 50,000
March 3 A 05/5/2011 (T2) - 70,000
10/5/2012 (T1) - 165,000
03/5/2013 (T2) - 50,000
02/5/2014 (T1) - 80,000
April 4 A 05/5/2011 (T2) - 80,000
10/5/2012 (T1) - 317,000
08/4/2016 (T2) - 61,736
- 2,362,736
After the end of the reporting period the directors declared a second interim EERREPAERABEIRESE IR ER
dividend. Further details are disclosed in Note 20(a). B o FBEEMTE20Q) EHEE -
On 6th January, 2020, the Bank has entered into a sale and purchase agreement MN2020E1 68 K178 (HEh B1F)
and other documentation (collectively, the “Transaction Documents”) with, Kookmin Bank Co., Ltd. ([Kookmin £847])
amongst others, Kookmin Bank Co., Ltd. (“Kookmin Bank”) in relation to, inter alia, EIS AR R 5 R 1T M Kookmin R 4T H & &
BEA's sale of shares representing 21% of the registered share capital of PRASAC B8 &9 PRASAC Microfinance Institution
Microfinance Institution Limited (“PRASAC”), to Kookmin Bank (the “Disposal”). Limited ([ PRASAC |) E sF A 2 21%
Completion of the Disposal is conditional on, amongst other conditions, approvals MEEmZIEMXH (EBIRSXH]
from the Financial Services Commission of South Korea and the National Bank of (THED - HEZTKAESERSmMEE
Cambodia. % 8 & (Financial Services Commission of

South Korea) % 3 i 38 B X 4R 17 (National
Bank of Cambodia) #t /f LA Kz E {514 % Bl

1’ -



The Disposal will take place in two phases:

Phase 1: Each of the existing shareholders (including BEA) will sell 70% of its
respective stake in PRASAC to Kookmin Bank on and subject to the terms of the
Transaction Documents.

Phase 2: Each of the existing shareholders (including BEA) has a put option to sell,
and Kookmin Bank has a call option to buy, the remaining 30% of each existing
shareholder’s (including BEA's) respective stake in PRASAC, exercisable on and
subject to the terms of the Transaction Documents after the finalisation of the
audited accounts of PRASAC for the financial year ending 31st December, 2021.

The novel coronavirus outbreak since early 2020 has brought about additional
uncertainties in the Group’s operating environment and has impacted the Group’s
operations.

The Group has been closely monitoring the impact of the developments on the
Group’s businesses and has put in place contingency measures. In particular, the
Bank has temporarily closed 20 of its branches from 1st February, 2020, in an effort
to limit the spread of novel coronavirus, as well as protect both its customers and
staff members’ health and safety.

The Group regularly performs stress tests on the principal risks, where appropriate,
to assess the potential impact of stressed business conditions (including hypothetical
situations such as a significant economic downturn in Mainland China and Hong
Kong) on the Group’s capital adequacy and liquidity. The test results based on
the Group’s latest financial position showed that both capital and liquidity levels
are sufficient to absorb the impact of the stress. Whenever necessary, prompt
actions will be undertaken to mitigate potential impacts. The Group will keep its
contingency measures and risk management under review as the situation evolves.
While the circumstances of the outbreak is evolving rapidly, an estimate of its
financial impact to the Group at the current stage may not be appropriate as it will
be subject to material change.
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0 MBS BT -

—FEB RARBRR (BERBRT)
PRI EZ 5 XM AR - Hwﬁxﬁﬁﬁhﬁﬁ’ﬂ
PRASAC {7 #9 70% i T Kookmin #R77 °

E_RB - BRESRE (BERIERT) &
BRI E - 1 Kookmin R 1T # B R
BRABE REERR (BERDIRT)
£ PRASAC A Fl #4 #930% B& 15 © 5% 55 4 7
AEHZE2021F12A31 A LT REER
PRASAC & EIZ R B EREE B ITEL ZRRP
RS RHI K

B 2020 F LA ZK » 31 BT AR R B Rk R Y fif
REBZBRECHARENRERTTRKD
BERERHAEENLEELRE

REE-HRBIERERIAEEER

B WHIETREREE - LERAITH
202042 A1 BREE 20 A TTRRRES « A
EFT BB MR SR B EA R R - A RR
fERFME THREE -

RNEEE R AR T B BETTE R
& FHEXBERRE (BRALREBHR
BEKETBEERRER) HAKENER
}EE&U.L@W}ET /XEE’JE’%WE#%‘%IE
MPBRRETHENAAERET A&
B #) 8 AR SOm BN KT 18 R AR LR ) 2 77
B BRER - IS RETHE R E B ELR
EEBEFE FEEHRRELEREER
HEEEERERERE Iféﬁ?é}i:@_‘
ERREBREERBHASENYBZEY
B AEMNAEAEAR
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In preparing these consolidated financial statements, management has made
judgements, estimates and assumptions that affect the application of the Group’s
accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to estimates are recognised prospectively.

Key sources of estimation uncertainty

Notes 33, 40 and 46 contain information about the assumptions and their risk
factors relating to goodwill impairment, fair value of share options granted and fair
values of financial instruments. Other key sources of estimation uncertainty are as
follows:

(i) Impairment losses
Note 45(a)(ix): impairment of financial instruments involves determining inputs
into the ECL measurement model, including incorporation of forward-looking
information.

Note 32: impairment testing of investments in associates involves significant
judgement in determining the value in use, and in particular estimating the
present values of cash flows expected to arise from continuing to hold the
investment.

(i) Valuation of financial instruments

The Group’s accounting policy for valuation of financial instruments is included
in Note 2. The fair value of the financial instruments is mainly based on the
quoted market price on a recognised stock exchange or a price quoted from
a broker/dealer for non-exchanged traded financial instruments. The fair value
of collateralised debt obligations is based on bid prices quoted by reputable
brokers and has been carefully assessed for reasonableness by management.
The fair value of a Special Investment Vehicle (“SIV") is based on its net asset
values as provided by the SIV's manager.

ERURGANBRRE  TEEGDEH
ETHEMAREEH IR RAERNE
Eafl WARZEZ SBEHBEALEN
LB  EAIBE - BRAERER S G
S TR -

fBFT RABABRE & EMIERA o fhFt gk
TEREPER -

(a) AT ATREERZNEZRR

FiFE33 - 40 FN46HM AR ER(E E&
TRENQXFEEMSRIANDFEEDN
BREERREE - B T RERRNEM
TERRMOT ¢

(i) mIEEX
FizE45(a)ix) - & & T ERE : RER
HEERLHEEENAERE 85
EARREMENER -

iFE32 : B R RREMREANARSE
AEHERENERHE - RMEERFE
FrARBRAMELNEHRSRARE -

(i) eMIANGE
AEBEHSRTABENS RN
RfFE2 - eMTANAFEEEIER
BRAUZRZANTISIRE - REAFE
RGERZNEMTAME - AIRIE
B/ ZHEMWME - EHERESFD
AFEEHEERFNLLEREANER
HBE  REEREBRE OGRS
B FRIRE AN TEERRE
FRIRATAZEEAMRHEZT AN
BEFE-



(b) Critical accounting judgements in applying the Group’s accounting
policies
Certain critical accounting judgements in applying the Group’s accounting policies

are described below:

@

(ii)

(iii)

Classification of financial assets

Note 2(h)(ii): assessment of the business model within which the assets are held
and assessment of whether the contractual terms of the financial asset are SPPI
on the principal amount outstanding.

Measurement of ECL

Note 45(a)(ix): establishing the criteria for determining whether credit risk
on the financial asset has increased significantly since initial recognition,
determining methodology for incorporating forward-looking information into
measurement of ECL and selection of models used to measure ECL.

Recognition of deferred tax assets

The Group recognises deferred tax assets only to the extent that it is probable
that future taxable profits will be available against which the asset can be
utilised. Estimates and judgements are applied in determining the amount of
future taxable profits and the probability that such future taxable profits are
available in the foreseeable future to support recognition of the deferred tax
assets. The Group uses all readily available information, including estimates
based on reasonable and supportable assumptions and projections of revenue
and operating costs, in determining future taxable profits. Changes in these
estimates could significantly affect the timing of deferred tax asset recognition
and the amount of asset recognised.

Certain 2018 comparative figures have been restated to conform to current year’s
presentation. Please refer to consolidated cash flow statement, Note 24, Note 29(b),
Note 48(b) and Note 51(b) for the effect of restatement.
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(b) "EBMEAETBENEZS

i}
REBRBEARRNE TEZ G HEN
T

(i) =WMEE
FEaE 2(h)(ii) - FHE B B ERERRE -
HEeMEESNIRNRTARREAE R
BAE BRI B AT -

(i) FHEERKRHE
iFEA45(a)ix) : FIMARELURE S RE
ENEERBRES L MARBRRLEXR
183 0 K% il E 7 E A A B BTIE (£ 5t B
BEHMEERRNER R ERANGE
BEHERERX -

EEBIREEZ ER

PR AR R AT BE R SR TR A T A IR
EREEENBERT » AEET ERE
FEF IR A BE o FEIE TE AR SR B R B A1 Y
SRR EAREMR - AfbE kA ET
52 H8 AR R SR M P 5 S 5 A
RRECEHBEEE - ARBERAAD
ENMER  ERERBEERAXFZMR
RAME WA R AR A - AREE
RRERBURF] o b FEFHROZ BT BE
IR IR E ERR AR R EEMRR
MEBMAEBEATE -

(iii

=

EF2018EN BB TEEDERUFAK
FENZHIR - BLEEABSRER -
B 324+ 29(b) « 48(b) K 51(b) R B it 49 &

+R B2 488
W o
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On 29th November, 2017, the Bank and its wholly-owned subsidiary, Credit Gain
Finance Company Limited entered into an equity transfer agreement with China
Financial Services Holdings Limited for the sale and purchase of all equity interests
in Shenzhen Credit Gain Finance Company Limited (“Shenzhen Credit Gain"),
Chongging Liangjiang New Area Credit Gain Finance Company (“Chongging
Credit Gain”) and Chongging Dongrong Business Consultancy Company Limited
("Chongqging Dongrong”). The disposal of Shenzhen Credit Gain was completed
on 12th April, 2019 and the disposals of Chongqing Credit Gain and Chongging
Dongrong were also completed on 18th October, 2019. Shenzhen Credit Gain,
Chongging Credit Gain and Chongging Dongrong’s assets and liabilities as at 31st
December, 2018 are presented separately as assets held for sale and liabilities held
for sale respectively in the consolidated financial statements.

On 29th October, 2018, the Bank entered into a sale and purchase agreement
with The Bank of Yokohama, Ltd. (“BOY") for the sale of 30% of the issued
shares of P.T. Bank Resona Perdania (“BRP"”), held via a special purpose vehicle,
East Asia Indonesian Holdings Limited, to BOY (the “Disposal”). The investment in
BRP is classified and presented as assets held for sale in the consolidated financial
statements as at 31st December, 2018. All the conditions precedent to completion
of the Disposal have been satisfied and the Disposal was completed on 24th July,
2019.

The assets and liabilities of the disposal groups held for sale are summarised below:

ASSETS BE
Cash and balances with banks and other financial

institutions Re RERTHNEMSRHEBNET
Loans and advances to customers BEFERKRE#R

Gross loans and advances to customers BEPERRBREE

W ORERE

Less: Impairment allowances

— Stage 1 —F—BE

~ Stage 3 —E=EE
Fixed assets BE&E

— Other properties and equipment - EYE ]

Deferred tax assets (Note 37(b)) ERERIBEE (H537(b)
Other assets Hin&EE
Assets held for sale REELEEE
LIABILITIES =N
Other liabilities HingfE

Liabilities held for sale (Note 38) BBEEHEARE H#38)

201711 A29B8 - AT REZENMB R
REEMBERAREFESBMIKAERES
RA R — i BEERE S REERY
MEENBEFERRQR (DRINFE)EE
K] EEMIHREENEERERAF
(TEREENEESR]) REETREBB A
ABRAR ([REKEBHA]) M2 APRAE -
HERNEZNEERZRHEN2019F
AR12HA%ER  MHEEREE NEENR
REEBAAZ RS IMER2019F 10818
I « RINEENEER  EEREDE
ERRRKBBHEANR2018F12A31R
MEEREBBELGEEVBERRDOBAGTE
FHEEERFHEERERARIIT -

2018410 A29H ' "{TEBEERT ([E
R1)FTZEE W MBREEEBEast
Asia Indonesian Holdings Limited (4% B
BIRE TARQE) FHEHP.T. Bank Resona
Perdania ([BRP ) B 21T 15 2 30% ([ H
&) R 20184 12 A 31 BHGZA M EHR
=% BRPREUKEIELEEESR-F
BRI E 2 A SRIEHEEE EK - i
HEBN201947 A24A5%K °

FHEELEZLEERNMEEMAGEHREN
T

2019 2018
HKS Mn B¥EERT HKSMn BEEET

- 268
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

The assets held for sale and liabilities held for sale are summarised below:

B RS ER AR MY AR (&)

BAEEHEZEERGBRENT

2019 2018
HKS Mn B¥EEXT HKSMnBEEST

Assets held for sale (Note 35) BREELSEE (#:£35)
Disposal groups held for sale REELHENHES - 268
Other properties Hith % 39 57
Investments in associates AN FIRE - 363
39 688

Liabilities held for sale (Note 38) RAEEHEBE (Hi138)
Disposal groups held for sale RAELENER - 7

The cumulative income recognised in other comprehensive income relating to
disposal groups held for sale is as follows:

Cumulative income recognised in other

comprehensive income BREEMEEREN 2 RFHBA

BRBEHEHENAERNEE b2 E RSN
RZBFWAMT :

2019 2018
HKS Mn B¥EETXT HKSMnBEEST

- (68)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B RS e AR MY AR (&)

57. POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 31ST DECEMBER, 2019
HEBZE2019F12A31 B LFERIE AW EEREMNER] - EANBEMELENTRERLE

Up to the date of issue of these financial statements, the HKICPA has issued a
number of amendments to standards and new standards which are not yet effective
for the year ended 31st December, 2019 and which have not been adopted in these
financial statements. These include the following which may be relevant to the
Group.

Amendments to HKFRS 3, Definition of a Business

(BARUBREEAN SR 2B [EH 2T/

Amendments to HKAS 1 and HKAS 8, Definition of Material
(BASHEADE 1 RR(BEGHEANESR 2B/ EAZTE)
HKFRS 17, Insurance Contracts

(BEMBREENDE TR/ REREA]

The Group is in the process of making an assessment of what the impact of
these amendments and new standards are expected to be in the period of initial
application. So far the adoption of them is unlikely to have a significant impact on
the consolidated financial statements except for the following:

HKFRS 17, Insurance Contracts

HKFRS 17, which was issued in January 2018, will be effective 1st January, 2021.
It sets out the requirements that an entity should apply in accounting for insurance
contracts it issues and reinsurance contracts it holds. The Group is in progress of
assessment of its impact.

HEWEMBRR 2BMH A - B G
REERM T ZRIET RIER  EZEE
RN ERINBE 201912 A31HIE®
SHEE R ARER Bk A R R R & B 7
ik - AT RL AR E A B 2 R M AN
o

Effective for accounting periods
beginning on or after

METHAARUREEN

1st January, 2020
2020F1 A1H

1st January, 2020
2020F1 A1H

1st January, 2021
2021F1A1H

AR B IEFERHE % FE 7T AT R 5 & (E AR
R EL T E - A TSN =5
FriSfEmaR RMZFIERT - FERIMRRE
HAREENGARMBRR T ATREBREAY
&=

(BRUVBRELEN)F17HRTRE
a4l

R2018% 1 BT 2 (BRI 55 2 8))
E1THBR2021 1 B1AER - BT
ERHHEL Y RRADRBES REH
BHER  ARBEETFHERE -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
FEERBEMERIH

The following information is disclosed as part of the accompanying information to the
financial statements and does not form part of the audited financial statements.

The preparation of supplementary financial information is in accordance with the

Banking (Disclosure) Rules and consolidated supervision arrangement approved by the
HKMA.

(1)CAPITAL ADEQUACY BX& % 2

AT ENER RBRM B IRERNM AR
W AR ERZM BT 27D -

R H M B ERRRECRITE (BE) RRAD K

SERRENGAREEER

2019 2018
HKS Mn B¥EET HKSMnBREET

Capital base BRAE
~ Common Equity Tier 1 capital —ZBRE—RER 75313 74,513
- Additional Tier 1 capital —RBIN—IRE A 13,963 10,312
— Total Tier 1 capital ——REXREE 89,276 84,825
— Tier 2 capital —REX 9,349 14,202
- Total capital —ANEFE 98,625 99,027
Risk weighted assets by risk type [ An4E & E AR R
~ Credit risk —EERR 439,676 428,383
— Market risk —Ti5ER 13,260 18,671
— Operational risk —BERR 34,878 31,934
487,814 478,988
Less: Deductions A MR (3,619) (3,274)
484,195 475,714
2019 2018
% B2 E % B 7D E
Common Equity Tier 1 capital ratio TRRE-—REARLLEX 15.6 15.7
Tier 1 capital ratio —REARLE 18.4 17.8
Total capital ratio FER PN 20.4 208

Capital adequacy ratios are compiled in accordance with the Banking (Capital)
Rules (“the Capital Rules”) issued by the HKMA. In accordance with the Capital
Rules, the Bank has adopted the foundation internal ratings-based approach
for the calculation of the risk-weighted assets for credit risk and the internal
models approach for the calculation of market risk and standardised approach for
operational risk.

BEARRRLERTIRESEBABAMMHCER
BRANDFE - RIB(ERRAD - RITRER
ATER AR REEFE L GHEEERR
ZEBRINEEE - [RERAFEERIFED
SRR EREFELIGFEEERR -
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The basis of consolidation for regulatory purposes is different from the basis of
consolidation for accounting purposes. Subsidiaries included in consolidation for
regulatory purposes are specified in a notice from the HKMA in accordance with
Section 3C of the Capital Rules. Subsidiaries not included in consolidation for
regulatory purposes are non-financial companies and the securities and insurance
companies that are authorised and supervised by a regulator and are subject to
supervisory arrangements regarding the maintenance of adequate capital to support
business activities comparable to those prescribed for authorised institutions under
the Capital Rules and the Banking Ordinance. The Bank’s shareholdings in these
subsidiaries are deducted from its Tier 1 capital and Tier 2 capital subject to the
thresholds as determined in accordance with Part 3 of the Capital Rules respectively.

The list of subsidiaries that are not included in consolidation for regulatory purposes
are:

Nature of business

E 3 23

Name of company

DREH

Ample Delight Limited
A AR A
BC (BVI) Holdings Limited

Investment holding
REZR

Investment holding
REZR

BEA Blue Sky Company Limited Acting as the sole general partner to
BEA Blue Sky Real Estate Fund L.P.

i £ BEA Blue Sky Real Estate Fund
LP.E—EBEBA

BEA Blue Sky SLP Limited Acting as a special limited partner to

BEA/AGRE China Real Estate Fund L.P.

i {E BEA/AGRE China Real Estate Fund
LP.EHRBEREEEEA

Acting as a limited partner for the
purpose of making investment in
private equity fund

HEERAEEABARERET
MEES

BEA Consortium GS Investors L.P.

BEA Insurance Agency Limited Insurance agency

RERBRREARAR R EE
BEA Life Limited Life insurance
REASRBRARAR N
BEA Pacific Asia Limited Dormant
TEE

BEA Union Investment Management Limited
ROMEREEBARAR

Asset management

BERHE

REEERRZRAEREEE AR ZE
AERETHRN - BFEREEERRZ
MERARTIRESERR(ERRANE3C
GATRMEBAASNE - TEEERAER
REERERGZHB AR RIESRBERFIA
RERENS —EERBRENESZRRR
NAE HZERR BRI EHERAZS
BETHNEELH  BRREANC(ER
A R GRITEGPD S B EHE 2 R 21
5o ATRZE R RINERER(ERRAD
3D ATl 2 PIE R E SR R — R
ZREARRIORR o

ATEB AR A BEERIEEE RG24z

SHELE

Total assets Total equity
EEAH i} SR 2 AR

HKS Mn A% EHEL  HKSMn BEBET
344 344

16 16

1 —

48 43

22,814 2,218

651 553



Name of company

NE AW

BEA Union Investment Management
(Shenzhen) Limited
REMEREEE (RN ERRA

Blue Care (BVI) Holdings Limited

Blue Care JV (BVI) Holdings Limited

Blue Care Medical Services Limited

EFEBRREERARA

Blue Cross (Asia-Pacific) Insurance Limited

ETF(BR)RBRERAT
Central Town Limited
EREEERAR
Century Able Limited
FEEARRA

Citiview Capital Limited

Corona Light Limited

Crystal Gleaming Limited

Dragon Jade Holdings Company Limited
EEERABR AT

EA Securities Limited

East Asia Financial Services (BVI) Ltd.
East Asia Futures Limited

REHEFRAA

East Asia Indonesian Holdings Limited

East Asia International Trustees Holdings (BVI) Limited

East Asia International Trustees Limited

East Asia Properties Holding Company Limited

REMEERERAA

East Asia Property Agency Company Limited

REMEREERAF

Nature of business

ERME

Asset management/Investment
management

BEEE/REER

Investment holding

REZER

Investment holding

REZER

Medical services

BERY

Insurance

R

Property investment

MERE
Investment holding
REZER

Acting as the general partner and limited
partner of a limited partnership
HEEBEBARBREEEEA

Investment holding
REER
Investment holding

REZEK

Investment holding

REZER

Investment holding
REZEK

Investment holding
REER
Futures and options trading
HELHERS
Investment holding
REER
Investment holding
REER
Trustee services
EFEIRTS
Investment holding
REZER
Property agency
MERE

RERTERAF

Total assets
EEWAE
HK$ Mn BE B E T

7

20

56

2,746

838

95

930

930

1,127

60

32

31

2019 F 3R | 361

Total equity
RRESAHE
HK$ Mn BB B & T

6

45

766

683

95

930

59

28

(57)
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Name of company

AFRER

East Asia Property Holdings (Jersey) Limited

East Asia Qianhai Holdings Company Limited
RLANEERAR AT

East Asia Secretaries Limited
ROMEBRAR

East Asia Securities Company Limited
REBFERAR

Golden Empire International Inc.

High Town Limited

Leader One Limited

Manchester Property Holdings Ltd.

Quantum Hong Kong Holdings Company Limited
ERBEZRERAR

Red Phoenix Limited

Shaftesbury Property Holdings Limited

Shaftesbury Property Investments Limited

Shanghai Lingxie Business Consulting Co. Ltd.
LBERASEARRARE

Silver River International Limited

Silver Sunlight Limited

Skyray Holdings Limited
Speedfull Limited

The Bank of East Asia (Nominees) Limited
ROBAXTEREEGRRA

The Bank of East Asia (Nominees) Private Limited

Nature of business

ERME

Property holding
MERE
Investment holding

REZR

Secretarial services

WE RS
Securities broking
EFEE
Property investment
MERE
Investment holding

REZR

Investment holding
REER
Property holding
MERE
Investment holding
KA ZR
Leasing of motor vehicles
HERE
Investment holding
REZER
Investment holding

REZK

Business information consulting,
corporate management consulting

BEEMAN  CREEFENR

Acting as the general partner and limited
partner of a limited partnership

HELTBEBARERAETARA

Acting as the general partner of a limited
partnership

HEEBEBA

Investment holding % & % %

Investment holding 1% & 2 %

Nominee services

XN E R

Trustee, fiduciary and custody services

57t - KB RFEE RS

Total assets
BEEHE

HKS$ Mn BE B & 7T
28

205

1,472

34

208

67

50

202

43

450
450

Total equity
iR SR 2 4 R

P

HK$ Mn B¥ B &7

27

205

893

17

208

67

50

202

450
450



Name of company Nature of business

NCIEE Ed g1

Travelsafe Limited Dormant
TEE

U Care Hong Kong Medical Limited Medical services

HREEAEAERAR BER%

United Chinese (Nominee) Limited Dormant
TEE

There are no subsidiaries which are included within both the accounting scope of
consolidation and the regulatory scope of consolidation but where the method of
consolidation differs at 31st December, 2019.

There are no subsidiaries which are included within the regulatory scope of
consolidation but not included within the accounting scope of consolidation at 31st
December, 2019.

There are no relevant capital shortfalls in any of the Group’s subsidiaries as at 31st
December, 2019 (31st December, 2018: Nil) which are not included in the Group’s
consolidation for regulatory purposes.

The Group operates subsidiaries in a number of countries and territories where
capital is governed by local rules and there may be restrictions on the transfer of
regulatory capital and funds between members of the banking group.

For the purpose of compliance with the Banking (Disclosure) Rules, the Group has
established a section on the Bank’s website. Additional information relating to the
Group's regulatory capital and other disclosures can be found in this section of the
Bank’s website, accessible through the “Regulatory Disclosure” link on the home
page of the Bank's website at www.hkbea.com or at the following direct link:
www.hkbea.com/regulatory_disclosures.

HK$ Mn BB & T

REWRITEMRADT | 2019 F 3, | 363

Total assets
EEWAE

Total equity
iR SR 5 4
HK$ Mn BB B & T

31 (10

YARBCEREREEHTHEREETHE
REROMBAR MK 2019F12A31RH
HigastEIERTHERN -

R2019%F12 A31H - REMBEARIER
REREEEEBZFEREY RBEER
EBTHB ZHZRARA -

M2019412A31H (2018412 A31H :
£) FEEZHBARLEFMERTR
MABEREAEERIEEERE 2 HRARKR
A o

AEE 2 HBAAES BERREEET
HAADEEWEANOR - THEBEER
BAARERTEERBMNALBRAE
B R LR o

REECRITE (KE) RA) AEEEER
TR RIE R - EEAESEMNEEER
TARHEMBEER  ATRANITAEWZE R
HE - RE BB AT www.hkbea.com
F AN EE K E] 1&E % swww.hkbea.
com/html/tc/bea-about-bea-regulatory-
disclosures.html H) B E % -


https://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
www.hkbea.com
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

ARBERBERMBEN (F)

(2)LEVERAGE RATIO #1EELE®R

2019 2018

Restated & %}

HK$ Mn B¥EERT HKSMn BEBEET

Total Tier 1 capital —REXR 89,276 84,825
Exposure measure BNy 874,070 862,745
2019 2018

% B2 =X %BEDE

Leverag ratio [EUET RS 10.2 9.8

The disclosure on leverage ratio is effective since 31st March, 2015 and is
computed on the same consolidated basis as specified in a notice from the HKMA
in accordance with section 3C of the Capital Rules. The relevant disclosures can be
found on the Bank’s website accessible through the “Regulatory Disclosures” link on
the home page of the Bank’s website at www.hkbea.com or at the following direct

BERLEZHEELHB2015F3 A31H
BER HABEDRSERBBE(ER
A F3CIE B #3850 R TR E B4R
A E%E - GRAWEE R 0] BB AT
www.hkbea.com E BN [ESEHTE | HER

link: www.hkbea.com/regulatory_disclosures.

=i %2 www.hkbea.com/html/tc/bea-about-

(3)LIQUIDITY POSITION

MENE AR

bea-regulatory-disclosures.html &) £ # i&

2019 2018
% B2 =X % B 7D E

Average liquidity coverage ratio FHRBEBELE
— First quarter 5% 169.8 137.8
— Second quarter —F==F 171.7 144.8
— Third quarter —E==F 166.9 153.0
— Fourth quarter —HNE 175.7 180.5

The liquidity coverage ratio is calculated in accordance with the Banking (Liquidity)

Rules effective from 1st January, 2015. The information for the regulatory disclosure

can be found on the Bank’s website accessible through the “Regulatory Disclosures”

link on the home page of the Bank'’s website at www.hkbea.com or at the following

direct link: www.hkbea.com/regulatory_disclosures.

The Bank held an amount of HKD-denominated level 1 assets that was not less
than 20% of its HKD-denominated total net cash outflows. There is no significant
currency mismatch in the Bank’s LCR at respective levels of consolidation.

MOUEBELEXRRIEH2015F1 A
1TERERHCRTE ORI ML) A
HoMHRNEEREE KA BB AITR
www.hkbea.com EEA[EEHE | KEE
ok %2 www.hkbea.com/html/tc/bea-about-
bea-regulatory-disclosures.html &) & # &
5,

FITRFBENBEHEN - REERDEET
DRABETHERFR 2R AR 20% -
BEGAERNABUEEELXWRBEEX
BB


www.hkbea.com
https://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
www.hkbea.com
https://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
ARBLHEAZHBEN (F)

(4)OVERDUE, RESCHEDULED AND REPOSSESSED ASSETS
il KREEARWEEE

(a) Overdue and rescheduled advances

() B R REABK

2019 2018
% of total % of total
advances to advances to
HKS Mn customers HK$ Mn customers
EEFBTAE EEERNEE
BEEER NE AL BEEEL MBAL
Advances to customers overdue for BBEEBR
— 6 months or less but over 3 months —3fAANLEZE6MEA 1,049 0.2 970 02
— 1 year or less but over 6 months —6EANER1E 308 0.1 428 0.1
~ Qver 1 year —1FUE 747 0.1 1,495 03
2,104 0.4 2,893 0.6
Rescheduled advances to customers KEARFRR 163 0.0 110 0.0
Total overdue and rescheduled advances B RS EEHF @ 2,267 04 3,003 06
Covered portion of overdue advances BRHBTRENR 1,408 0.3 2,159 04
Uncovered portion of overdue advances B & HB IR ZE 2 {p 696 0.1 734 02
Current market value of collateral held
against the covered portion of BERHBBTREDR 2
overdue advances BERRmE 2,876 4273
Specific provisions made on advances
overdue for more than 3 months B3 MEA N EBRRRERER 1,190 789

Loans and advances with a specific repayment date are classified as overdue

EHREIBMAZER

EEARSHFLED
&

when the principal or interest is overdue and remains unpaid at the year-end. BE - WREFEBDAREE  ASIEaEE
Loans repayable by regular instalments are treated as overdue when an instalment B THNBMERZER  HHP—IRENK
payment is overdue and remains unpaid at year-end. Loans repayable on demand BE - MRNFEEBDAREE SRR
are classified as overdue either when a demand for repayment has been served on B BRIz ER  BEMERARER

the borrower but repayment has not been made in accordance with the demand
notice, and/or when the loans have remained continuously outside the approved

limit advised to the borrower for more than the overdue period in question.

An asset considered as an eligible collateral should generally satisfy the following:

FBA - BERARKERER  HEKE
tHﬁ%?ﬁAﬁL%ﬂE’ﬂﬁt/ﬂE%ﬁ LB SR

BEBERAIMBR - R ERHEE -

ARSI R B ERTT A THRM

(@) The market value of the asset is readily determinable or can be reasonably (a)

established and verified;

(b) The asset is marketable and there exists a readily available secondary market for (b)

disposing of the asset;

(c) The Bank’s right to repossess the asset is legally enforceable and without (©

impediment; and

(d) The Bank is able to secure control over the asset if necessary.

(d)

ZEEMNTERMFAENSEZATA
BT RBEH

ZEBEERAMEBENRE —Fm5A AR
M EELE

AT EEENENREERKERE
BREGEN &

RTEARER AR EE TR E -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

xR

(4)OVERDUE, RESCHEDULED AND REPOSSESSED ASSETS (CONTINUED)
B KEARKEEE @

KERHTYBEN (&)

(a) Overdue and rescheduled advances (continued)
The two main types of “Eligible Collateral” are as follows:

(i) "“Eligible Financial Collateral” mainly comprises cash deposits and shares.

(i) “Eligible Physical Collateral” mainly comprises land and buildings, vehicles and

equipment.

When the Bank’s clients face financial difficulties and fail to settle their loans,

depending on different situations, the Bank usually takes the following actions to

recover the debt:

(a) Debt rescheduling/restructuring

(b) Enforcement of security

() Legal action

(d) Recovery via debt collector

(b) Advances to banks

(a) EHA R RS E A B (40)
ARERREED R TIIME :

(0}

(i)

RepEfnTI2efReTRRKR

A
=
&=
E

ARENERSEEOELREE
" AEREM -

BRRERT - B4R PEY M REET
N BEER - AT SR T A XAe
WK -

(a) EXFREEBERPRHEER (EBHEHR

(b) 2 YK

(@

REUEETE

(d) BB E LD REK

(b) $RATE R

2019 2018
HKS Mn B¥EERXT HKSMnBEBETT

Advances to banks overdue for BEAIR{TER
— 6 months or less but over 3 months -3fHAU EE6MEA - =
— 1 year or less but over 6 months -6EANEZEEF - =
— Over 1 year -1 E - =
Rescheduled advances to banks REHRITER - =
Total overdue and rescheduled advances BRI EHB B - -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
BERHEAMBER (&)

(c) Other overdue and rescheduled assets

4K

T

xR

(0 Hit B RKEHEE

2019
Accrued Debt Other
interest securities assets*
EstAE BRERS HtgE*
HKS Mn ¥ EEBT HKSMn B®EET HKSMnEB¥EER
Other assets overdue for Hip@migeE
— 6 months or less but over 3 months —3fEALEZE6EA 16 - -
— 1 year or less but over 6 months —6AALEE1E 9 - -
— Over 1 year —1FHE 89 - -
114 - -
Rescheduled assets KREREE 1 - -
Total other overdue and rescheduled assets £ fth 0 HA &% 4% & 40 & = 40 58 115 - -
2018
Accrued Debt Other
interest securities assets*
s IS ERES HigE*
HK$Mn B EET  HKSMnBEEET HKSMn BEEET
Other assets overdue for Hip@mi g E
— 6 months or less but over 3 months -3EAULEE6MEA 19 = -
— 1 year or less but over 6 months -6ERANEZE1E 8 - -
— Over 1 year -1FRE 281 - 1
308 - 1
Rescheduled assets KEREE 1 = -
Total other overdue and rescheduled assets £ fth 0 H &% 48 & 40 & = 4 58 309 = 1

*  Other assets refer to trade bills and receivables.

*

Bt BECIEEHRERERNE
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

ARBERBERMBEN (F)

(4)OVERDUE, RESCHEDULED AND REPOSSESSED ASSETS (CONTINUED)

B KEARKEEE @

(d) Repossessed assets

(d) KEIEE

2019 2018
HKS Mn B¥EET HKSMnBBESET

Repossessed land and buildings * Ui [B] + 3 J% 22 £ 225 147
Repossessed vehicles and equipment W EeE Kk - -
Repossessed machines 1 el 4 25 - -
Total repossessed assets U [e] & e B R 225 147

The amount represents the estimated market value of the repossessed assets as at
31st December.

*  The balance included HK$4 million (2018: HK$58 million) relating to properties that were
contracted for sale but not yet completed.

(5)BANKING DISCLOSURE STATEMENT $R{T¥HERR

IS 2FIEN 12 A31 BREIEE AT
o

* BT BB 400 T B EAL EE T
KA e (20184 : jEK5,800%7T) °

Additional information disclosures for this year which are prepared in accordance
with the Banking (Disclosure) Rules and disclosure templates issued by the HKMA
can be found on the Bank’s website accessible through the “Regulatory Disclosures”
link on the home page of the Bank'’s website at www.hkbea.com or at the following
direct link: www.hkbea.com/regulatory_disclosures.

REFFEINE FHR R R IR (RT3 (BFR) RAD
RigeERABMOBEBERRMHE - #1570
B & AN 1748 5 www.hkbea.com = B R [E5 & #Y
7 | 1938 % 5t 3 www.hkbea.com/html/tc/bea-
about-bea-regulatory-disclosures.html ) & #2


www.hkbea.com
https://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html

100th Anniversary
[100 A%

2011 Scheme
20115411

2016 Scheme
[20165TEl]
2019 AGM

[2019 BRAFEE |

2020 AGM

[2020 B RAFHFE |

i
N
X
pil]
I8

B
N
X
]
i3
I8
gﬁi&

AGM
EREFES]

API
[API]

Article of Association
[EEER2A ]

AUM
[EREE]

Bank Culture Reform

[ERTTER e E ]

Bank Group or BEA Group or Group
[5E] sk [AEE ]

Bank or BEA
[Z17] sk [ ZERTT

Banking Ordinance

[CERTTEAERID]

BEA App
[TREERITFHEMAER]

BEA China
[ReeAE ]

BEA Life
[REEAHE]
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The 100th Anniversary of the Bank
47100 FEF

Staff Share Option Scheme approved and adopted by the shareholders of the Bank on 19th April, 2011
R 201144 A 19 BERRERALE R R H R BRI 8

Staff Share Option Scheme approved by the shareholders of the Bank on 8th April, 2016 and
adopted on 19th April, 2016

R 2016F 4 A 8 H AR FALAE KR 2016 F 4 A 19 HEANHE B RMGTE

An AGM of the Bank held in the Grand Ballroom, Four Seasons Hotel, 8 Finance Street, Hong Kong
on Friday, 3rd May, 2019 at 11:30 a.m.

AITR2019F5 A3REMALF MBS EETETREMARLNFB/EREERITHAR
AETE

An AGM of the Bank to be held in the Grand Ballroom, Four Seasons Hotel, 8 Finance Street, Hong
Kong on Friday, 24th April, 2020 at 11:30 a.m. or any adjournment thereof

BITHER 2020 F 4 A24 BEHA FT 11K 30 0 EEAP RS BT S HUTHEREERITHRRE
AF®e  HETAES

The Audit Committee of the Bank
NINBRZZEE

Audit Committee Meeting
ERZBEEeH

An Annual General Meeting of the Bank
KFITHRREFES

Application Programming Interface

PR E

The articles of association of the Bank (as amended, modified or otherwise supplemented from
time to time)

RATHOMBERRAA - RTERHERT - B ARAMTT AT

Assets under management

EIREE

The circular in respect of Bank Culture Reform, issued by the HKMA on 2nd March, 2017
£EBERMN2017F3 A2 A 2 RITEXLRERE

The Bank and its subsidiaries

RIBRITREMBE AR

The Bank of East Asia, Limited, a limited liability company incorporated in Hong Kong

RERITARAR  REBEMKIZNERAE

The Banking Ordinance (Chapter 155 of the Laws of Hong Kong)
CRITEIGD) (BB ERIFE155%)

The Bank's official mobile application.

RBRITZFHEAEN

The Bank of East Asia (China) Limited, a wholly-owned subsidiary of the Bank
RBRIT (FE) BRRA - AMTH2EHE Q]

BEA Life Limited, a wholly-owned subsidiary of the Bank
REAFBRBERAR - KT EHRB AR
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BEA Union Investment

[REEHELIRE |

Blue Cross

el

BM
[E=aex]

Board
[Exg]

BVI
[HBRIES ]

Capital Rules
[CEARRAD]

CAR
[BAFERE]

CASA
[TEREES RFERP ]

CG Code
K ER=FAI]

CG-1
[CG-1]

CG-5
[CG-5]

CHF
[Em0RRR

China or Mainland or Mainland China or PRC

[FRE 3k [t ]

Circular
B

CNY or RMB
[ARE]

Companies Ordinance
KENGIEESENA

Director(s)
[E%]

ED
[ITES]

ERM
[REREE ]

BEA Union Investment Management Limited, a non-wholly-owned subsidiary of the Bank
RuMEREEEERAR  RTHEZEWB AR

Blue Cross (Asia-Pacific) Insurance Limited, a wholly-owned subsidiary of the Bank

E+F (EX) RREBRAR - AT BB AR

Board Meeting
BEEgg;

Board of Directors of the Bank
TMINESS

British Virgin Islands
REBETRHS

Banking (Capital) Rules issued by the HKMA
SERBEME (RITHE (BARRA))

Capital Adequacy Ratio
RS

Current and savings account

ERBRPRHERP

Corporate Governance Code and Corporate Governance Report, Appendix 14 of the Listing Rules

CETRAD Mgk 14 AAEE (REERTRIRBEEARE)

Supervisory Policy Manual CG-1 on Corporate Governance of Locally Incorporated Authorized

Institutions, issued by the HKMA
SERBMEBEBORFM CG-1 AA R (MR #EN R EER)

Supervisory Policy Manual CG-5 on Guideline on a Sound Remuneration System, issued by the HKMA

SEREM 2 EERRFMCG-5 AR GRIENFBHIZES)D

Swiss franc
ImtEEEE

People’s Republic of China
REEARKEAE

The circular to the Shareholders dated 23rd March, 2020
HEIA 20204 3 A 23 HWBURERB K

Chinese yuan or Renminbi, the lawful currency of the PRC
PEIEEEH

The Companies Ordinance (Chapter 622 of the Laws of Hong Kong)
(RRUEDD (BBEDIE 622 %)

Includes any person who occupies the position of a director, by whatever name called, of the Bank or

otherwise as the context may require

BREEMERATERRAOA L CRRERENM)  IXESEHMENAL

Executive Director of the Bank

RITHOITES

Enterprise risk management
rERRER
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EUR Euro

[BiZE BUTRATEEE

GBP Pound sterling, the lawful currency of the UK

[ 348 HEATEE

General Managers All Division Heads of the Bank and Executive Director & Chief Executive of BEA China

[4B2572 | TIAADREERRTFENNITEERITR

Greater Bay Area / GBA Guangdong-Hong Kong-Macao Greater Bay Area

[AEE (SR AE |

Guidance on Empowerment of INEDs The guidance on Empowerment of Independent Non-Executive Directors (INEDs) in the Banking
Industry in Hong Kong, issued by the HKMA

[RAPB L IFRITE RN R HIES SE RN 2 RABBRITERE L IFNTE SN FEE NIES

HK$ or HKD Hong Kong dollar, the lawful currency of Hong Kong

[ ] BEREERH

HKAS Hong Kong Accounting Standards

[EE G2 BB g ER

HKEX Hong Kong Exchanges and Clearing Limited

(&S] BEBRPREHFERAR

HKFRS Hong Kong Financial Reporting Standards

[ BB GREZER ERMGIRE R

HKFRS 9 Hong Kong Financial Reporting Standard 9: Financial Instruments

[BATsERE S 95 ] ERMBMEERNEIR : SRIA

HKICPA Hong Kong Institute of Certified Public Accountants

[EARHEAR] BRI

HKMA Hong Kong Monetary Authority

[2ER] EEERMEER

Hong Kong or HK Hong Kong Special Administrative Region of PRC

[&%] hEARKMBEERITHZ

IFTA Institute of Financial Technologists of Asia

[IFTA] GV Bz s GIE

INED(s) Independent Non-executive Director(s) of the Bank

[ B IEMITEE RITRBELIEITES

Listing Rules The Rules Governing the Listing of Securities on the Stock Exchange (as amended, modified or
otherwise supplemented from time to time)

[ Em#HREAD] B2 P (B EMARA) - ERHERT  BREAR M A T

Macau Branch The Bank's branch operations in Macau

[RFI51T] RITERPIDTT

Mobile app Mobile application

[FHremiz=t ] FERRER

MPF Mandatory Provident Fund

8782 | REMERTES
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MYR

NED
[FF#piTES ]

NGO
[FFBATAE A ]

NIM
FEE]

RC
[FHZE 2

RCM
[FHE B e e

RIC
EpZzae]

RICM

[RRZEeaE]

Senior Management

[REEEAE ]

SFO
(&7 R R GRD)]

Share(s)
(A& 3k et ]

SME(s)
[FR/NBIf

Stock Exchange
[ B <2 Py |

Taiwan Branch

A AT

UK
[
us

ESE

US$ or USD
[ES

Malaysian Ringgit, the lawful currency of Malaysia
BREEE S

The Nomination Committee of the Bank

AIMREEZRE®

Nomination Committee Meeting

?E%éf\a =

Non-executive Director of the Bank

RITHZERITE SR

Non-Governmental Organisation

FERIFHE A

Net interest margin
FRE

The Remuneration Committee of the Bank

ATMFHHEZ RS

Remuneration Committee Meeting
FHzEee®

The Risk Committee of the Bank
AINEBREZEE

Risk Committee Meeting

ERZEEEH

The Co-Chief Executives and Deputy Chief Executives of the Bank
AATEBE R 1T 2 X BT A 2L

The Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
(FBHREEHED) (FEEEFIES7T1E)

Ordinary shares of the Bank
TR B
Small and medium-sized enterprise(s)

YN

The Stock Exchange of Hong Kong Limited
BEBMARZHARRA

The Bank'’s branch operations in Taiwan
RITHREDTT

United Kingdom
HE
United States of America

%%Ijgm XI7\

United States dollar, the lawful currency of the US
EEEERE



SHAREHOLDER INFORMATION

FINANCIAL CALENDAR Mg A
2019 full year results announced 19th February, 2020 AW20190FE2FEEE 202042 A 19 A

2019 Second Interim Dividend
declared

19th February, 2020

SMEE2019FEEE IR
AL S

202042 A19H

Ex-all date for 2019 Second 5th March, 2020 2019FEE R HIIR A 20203 A5H
Interim Dividend BRFHEA
Closure of register of members 9th March, 2020 TEYHERP RS TE 20203 A9H

— 2019 Second Interim Dividend

and 10th March, 2020

— 2019 FEE —XFHIKE

K 20203 H10H

Record date for 2019 Second Interim

10th March, 2020

2019 FEE IR HIIRE

20203 A10H

Dividend Eaid=p:t
Despatch of Scrip Dividend Circular 10th March, 2020 AR BB K 202063 H10H
and Form of Election REERE
Despatch of dividend warrants and (on or about) ZFE2019FE (HIR)
share certificates for 2019 Second 1st April, 2020 FRFHREE 20204 A1 H
Interim Dividend KIRE
Closure of register of members From 17th April, 2020 EERPELTE 20204 8178
-2020 AGM to 24th April, 2020 — 2020 RRAFEE Z20205F4 A 24 H
(Both days inclusive) (BEEEMK)

2020 AGM 24th April, 2020 20BREEAFFE 202064 A24H
2020 interim results to be announced August, 2020* AH2020 FEFEIZEE 202048 A *
* Subject to change AP EX

SHARE LISTING gyl

The Stock Exchange of Hong Kong Limited AAHMER AR AR

SHARE REGISTRAR RGELE

Tricor Standard Limited BEEEFRARA

Telephone: (852) 2980 1333
Facsimile: (852) 2810 8185

ADR DEPOSITARY BANK

BNY Mellon

Telephone: 1-888-BNY-ADRS

E-mail: shrrelations@cpushareownerservices.com

REGISTERED OFFICE

10 Des Voeux Road Central, Hong Kong
Telephone: (852) 3608 3608

Facsimile: (852) 3608 6000

Website: www.hkbea.com

E-mail: info@hkbea.com

BT 2E: (852) 2980 1333
{2E:(852) 2810 8185

EEAEESTLTERIT

BNY Mellon

T 55 1-888-BNY-ADRS

B H : shrrelations@cpushareownerservices.com

AT
EBEEHER 1058

T 55 (852) 3608 3608
{8H: (852) 3608 6000
#9uf : www.hkbea.com
B H : info@hkbea.com

This Annual Report (both English and Chinese versions) is now available in printed form and on the website of the Bank at www.hkbea.com and HKEX's
website at www.hkexnews. hk.

Notwithstanding any choice of means for the receipt of Corporate Communications (i.e. either receiving a printed copy or by electronic means through
the Bank's website) previously made by Shareholders and communicated to the Bank, Shareholders may at any time change their choice, free of charge,
by giving reasonable notice in writing to the Bank’s Share Registrar, Tricor Standard Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong or by fax to (852) 2810 8185 or by email to BEA0023-ecom@hk.tricorglobal.com specifying your request together with your full name and
contact telephone number.

R (PR ETIRA) B BRI R SR AT TAS (484E 2 www.hkbea.com) KRB 5 RAiEEHTHIR A Fl40, (#94F 4 www.hkexnews.hk) #9481
TFHRA -

R IR BT S B IR A Alidan.2 T2 (B4R ED | R 2L i B AT TA A B B AR AN (B (E (B R 15 B BB FEBAATT IR AT B M AT TR (7 &
R EEIRERRAR] - Ml e EE G AKER 183 a0 5412 » siLEE (551573 (852) 2810 8185) 2t & # (BEA0023-ecom@hk.tricorglobal.com)
BHEBEEBA S EREIEIE  BADE - ZBAETH B TESEREZES  2ERBIETS -



& BEARIRIT

Head Office #4T 10 Des Voeux Road Central

Hong Kong

EBEEIEP105
Telephone 3% (852) 3608 3608 - MIX
Facsimile {EE (852) 3608 6000 e responion souces

wtscog  FSC™ C007445

Website it www.hkbea.com
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