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CORPORATE PROFILE
FITHEN

OUR VISION

OUR MISSION

N L O

and services

To be the trusted and preferred banking partner in
Greater China and beyond

RARPEREMREFEELEENRITEN

To ensure every customer experience is positive.
We achieve this by providing best in class financial products

Ap REHEEERENSHEDRBYE  BRSEMEFEY
TERBOMIRKES o

Incorporated in 1918, The Bank of East Asia, Limited (“BEA") is
a leading Hong Kong-based financial services group with total
consolidated assets of HK$907.47 billion (US$116.39 billion) as of
31st December, 2021.

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 in Hong
Kong, with full-service branches; SupremeGold and SupremeGold
Private Centres for affluent and premium affluent customers
respectively; 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 38 cities
nationwide.

Overseas, the Bank maintains an active presence in Southeast Asia,
the United Kingdom, and the United States. Worldwide, BEA serves
customers through around 150 outlets and offers rewarding and
challenging career opportunities to over 8,000 employees.

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 subsidiary Blue
Cross (Asia-Pacific) Insurance Limited serves as the Bank's general
insurance arm, and provides insurance solutions for individual and
corporate customers.

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 website at www.hkbea.com.
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FINANCIAL HIGHLIGHTS
MER=E

2021 2020
HK$ Million HK$ Million  Change #&)
BBEET BEAET % AR
Profitability Z & 1
Operating profit before impairment losses
AHBRRER R 2 K& A 6,962 8,347 -16.6
Profit attributable to owners of the parent
A BR AR E R E T 5,270 3,614 +45.8
Balance Sheet Strength B E & & kR
Total loans and advances to customers and trade bills
BEFERRBRNE HRBEE 559,580 525,725 +6.4
Total assets
BERR 907,470 884,420 +2.6
Total customers’ deposits and certificates of deposit issued
TPk 697,832 650,054 +7.3
Total equity
PRER R os 4R 116,050 113,796 +2.0
Earnings Per Share and Dividends Per Share
BREFNRERKE
Basic earnings
EARBH) HK$1.53 HK$0.97 +57.7
Dividends
IR HK$0.70 HK$0.40 +75.0
Key Ratios £ &Lt &
Return on average assets'
FI9E E R 0.5% 0.3%
Return on average equity?
TR M R I R R 4.4% 3.0%
Cost-to-income ratio?
PRSI A L & 57.2% 51.8%
Loan to deposit ratio*
ERE TR = 78.6% 79.1%
Impaired loan ratio®
EE R X 1.09% 1.26%
Average liquidity coverage ratio - first quarter ~E—FE 189.4% 178.1%
FERBMEEELE - second quarter £ —=FE 177.3% 177.7%
- third quarter H£=ZF% 180.9% 175.9%
- fourth quarter FEPUEE 182.4% 183.8%
Common Equity Tier 1 capital ratio®
TR R E AR E 17.0% 16.5%
Tier 1 capital ratio®
—REARLLE 19.8% 19.4%
Total capital ratio®
BB E 21.6% 21.9%
Notes:

T Profits attributable to owners of the parent for the year after deduction of the distributions to 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 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.

Operating expenses / Operating income.

Total gross loans and advances to customers / Total deposits from customers and certificates of deposits issued.

Gross impaired loans and advances to customers / Total gross loans and advances to customers.

It is computed on a consolidated basis in accordance with Banking (Capital) Rules.

Mt -

" ERBDIRTREIN—RERTAFEARRE JEBEHRAEERR 2 FER/FA (BIEEFROES) BEGRZFH P

2 g /f@tﬁg/ﬁ TR —REATRIFEARK AIEBRAEERE 2 FRa P/ FA(BIELFROBE) IREBRARERRERGREZEA
3 BESH/EEMA -

¢ BEFERRBIAERE/ ELFARBETFNERH -

S RIERARBHBER/ 5P B KRB AR -

¢ IRIERITH (BEX) MRS BEE -

3
4
5
6
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FIVE-YEAR FINANCIAL SUMMARY *
SEMBEH =

TOTAL EQUITY
BSR4 AR

HK$ Million
BEEET
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LOANS AND ADVANCES TO CUSTOMERS / TOTAL DEPOSITS / TOTAL ASSETS
EFENRBR / FRRE EEAR

HK$ Million
BEEHET
1,000,000 o
7,47
900,000 839,451 865,198 884,420
808,942 \
800,000
697,832
700,000 608,150 632,604 647,586 650,054
600,000
500,631 509,105 513,929 548,808
500,000 473,776
400,000
300,000
200,000
100,000
0
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Loans and Advances to Customers & F &3 & 2% I:' Total Deposits FF 45 - Total Assets BE#A%E

* 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 -
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FIVE-YEAR FINANCIAL SUMMARY (CONTINUED)
SEMBHRE (F)

PROFIT HK$ Million
BEEET
ATTRIBUTABLE
TO OWNERS 10,000 9.387
OF THE 9,000
PARENT 5000
RBRAE
I8 % SR E A 7:000 6,509
6,000 5,270
5,000
4,000 3,614
3,260
3,000
2,000
1,000
0
2017 2018 2019 2020 2021
FIVE-YEAR COMPARISON
5 F LB,
2017 2018 2019 2020 2021
HK$ Million HK$ Million HK$ Million HK$ Million HK$ Million
BEHET BERET BEHET BEEET BEEETT
Tﬂg%gﬁfé - 101,214 103,575 109,638 113,796 116,050
Eg;;%%os'ts 608,150 632,604 647,586 650,054 697,832
;‘Z’a};‘g%dgd"%‘ces to customers 473,776 500,631 509,105 513,929 548,808
Tﬁogf@sggts 808,942 839,451 865,198 884,420 907,470
g;gggggggggat'o 78% 79% 79% 79% 79%
H7 7 =
Profit attributable to
owners of the parent 9,347 6,509 3,260 3,614 5,270
BB AR E R F 5
hgﬂ,’;?%fer share HK$3.21 HK$2.07 HK$0.89 HK$0.97 HK$1.53
iiends per share HK$1.28 HK$1.18 HK$0.46 HK$0.40 HKS0.70

116,050 HK$0.70

Total equity in 2021 Dividends per share
2021 IRER B AR R FRAE
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EXECUTIVE CHAIRMAN'S STATEMENT

2021 will be remembered as a turbulent year, with
multiple waves of COVID-19 across the globe despite
the successful roll-out of vaccines; chip shortages and
supply-chain bottlenecks leading to inflationary pressure
worldwide; rigorous regulatory action on technology,
education and property companies on the Mainland; and
a soaring stock-market in the US, but a down year in
Hong Kong.

Through it all, the global economy has bounced back,
led by resurgent demand from the US. In many ways,
the volatility that we endured during the past year has
created the conditions for stability ahead. More and
more countries are learning to live with COVID-19; the
Mainland’s transition to an advanced industrial economy
is gaining traction; and the US and China are taking
tentative steps to finding a new equilibrium in their
tense relationship.

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

HITEE

FEHEST

In this uncertain environment, we have doubled down on
our strengths and executed our vision, which is to be the
preferred banking partner in Greater China and beyond.
Through focussing on our customers’ needs, refining
our product mix and service fulfilment capabilities, and
improving our risk and compliance functions, we have
enhanced the fundamentals of our business and delivered
solid financial results. Indeed, profit has increased across
all regions, demonstrating our ability to prosper in the face
of adversity. We have also achieved a notable turnaround
in loan-loss provisioning, while continuing to support our
customers through the challenges of the pandemic.

STRATEGIC FOCUS

While we focus on the resilience of our business, we are
also investing for the future. Online banking and digital
innovation have changed the playing field for financial
services. Digital transformation is part of our long-term
strategy, ensuring that we are prepared for the digital
challenges of tomorrow.



DIVIDENDS FOR THE LAST 5 YEARS
BIES FREAEE
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EXECUTIVE CHAIRMAN'S STATEMENT (CONTINUED)

At the front end, we are working to strengthen our
service channels and improve the interactions that our
customers have with us. As we implement straight-
through processing and advanced data analytics, we
will be able to increase the level of personalisation that
we offer, and the speed with which we respond to
market changes.

At the back end, increased use of regulatory technology
(“Regtech”) and automation are speeding up key
processes, making risk and compliance management
more efficient. Continued enhancements to our
technology and cyber security platforms will ensure our
resilience in tomorrow’s increasingly data and tech-
driven environment.

As BEA transforms, so too do our employees. We are
better able to use the digital tools that are increasingly at
our disposal; we are collaborating across the Group more
effectively; and we are focussing more on value-added
work — all to serve our customers better.

Our Bank retains a unique franchise that straddles Hong
Kong, the Mainland and our overseas network. Although
travel was restricted throughout 2021, we are ramping
up efforts to provide our customers with a One Bank
experience, delivering seamless and frictionless cross-
boundary customer service.

Our Mainland business returned to profit in 2021,
following a sustained effort to upgrade asset quality.
BEA China faces the future with a strong balance sheet,
a lower cost structure, a more robust risk culture and
enhanced internal controls.

We made important changes to our international
network, sharpening our focus on corporate banking
in Singapore, Macau and the UK. This initiative
produced the desired results, with steady growth in
business. Linking Hong Kong and the Mainland with
our international network remains a key aspect of our
strategy going forward.

As well as strengthening internal collaboration, we have
continued to foster mutually beneficial partnerships with
like-minded organisations. In 2021, we entered into a
ground-breaking bancassurance agreement with AlA
Group Limited. Our shared vision and excellent working
relationship ensured that our partnership enjoyed a highly
promising start. | am confident that, by developing our
strong distribution network and expanding our client base
in Greater China, this synergistic partnership will continue
to perform to our high expectations in 2022 and beyond.

We remain committed to developing responsibly and
addressing ESG concerns in our operations. In November
2021, BEA's Board-level ESG Committee endorsed the
Bank Group’s ESG strategy framework, which sets out our
vision to be a market leader in sustainability in financial
services. We adopted concrete metrics that assist us to
gauge ESG risks in our lending policies. We established a
Group carbon-emissions reduction target, and we have
been making the necessary investments to achieve our
set targets for Group emissions. Meanwhile, we have
developed innovative new products and solutions to help
our customers transition to a low-carbon future.

We will continue to strengthen our governance and refine
business practices to ensure that we deliver sustainable
value to all stakeholders.
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EXECUTIVE CHAIRMAN'S STATEMENT (CONTINUED)

OUTLOOK

The Mainland economy entered a period of transition
in 2021, as new regulations guided investment
toward sectors that would support China’s long-term
competitiveness and sustainable growth. These measures
will keep economic fundamentals strong, reducing
systemic risks and laying the foundation for an advanced
industrial economy based on common prosperity.
Meanwhile, the development of the Greater Bay Area is
still in its infancy. The best is yet to come.

In late January, the Bank announced that it plans
to repurchase all of the Bank’s shares held by Elliott
Investment Management and its affiliated entities, subject
to approval of shareholders at an Extraordinary General
Meeting. Management and the Board strongly believe
that this transaction presents a tremendous opportunity
to enhance return on equity and earnings per share.

Covid-19 remains an ever-present threat. However, after
two years of managing successive waves of the virus, we
have an effective anti-Covid response framework in place.
With the emergence of the fifth wave in Hong Kong in
early 2022, we are strictly enforcing all government and
HKMA guidelines on vaccination, testing, work-from-
home arrangements and social distancing in order to
protect customers and staff.

As BEA becomes an increasingly digital, asset-efficient
bank, we have become more agile, collaborative and
productive. Fee-based revenue streams are being
expanded. We are better able to take advantage of
change, and ready to capitalise on our strengths as cross-
boundary financial connectivity widens and expands.

Our employees were asked to bear the dual loads of
daily operating excellence while managing the disruptive
changes of our push toward a digital future. They have
risen to the challenge. As we move forward, BEA will
continue to recruit and develop digitally-aware talent
across the organisation, further enhancing our capabilities
and service and priming us for future growth.

In closing, | take pleasure in thanking our Bank’s
Board of Directors and the directors of our subsidiaries
and associated companies for their invaluable advice
and support during the past year. | also thank the
management and staff of BEA for their commitment,
which is all the more important as we carry out our bank
transformation programme.

I thank our many international partners, in particular
CaixaBank and Sumitomo Mitsui Banking Corporation,
for the excellent working relationship that we enjoy
with them. | thank the communities that we serve for
their support and encouragement. And | thank our
shareholders and customers. Without their longstanding
loyalty and confidence in this Bank, we could not achieve
so much.

David LI Kwok-po

Executive Chairman

Hong Kong, 24th February, 2022



R

WA AE 2021 SFE ABEE S - A5 EIRER
A FREARE N RABEIGRMOITE o L
BOBERBLERE  BERGHERRE - T ABMT
ETEQEEFER  BERAEREH - BERK - X
BERRNER BRI - HEFKRIERMEE
LASF ©

TATAE RfTEmM#E B EEliott Investment
Management R EMBARIMFENZEMRMG
BISBRRBFRIRGHIE - ERENEFTSRE &
IR 5 A RBRBIRITH RIB @ AR R A 2= B R E TR
BN R -

=

BERARERH 2B TWENELR  BMER
NTEBMEEEME o 2022 FHBENER
BEET  RERTERETRNREE RENER
Zi B ERTIERHE R RS
DMRERF B THRE -

RERTERAA

HITEFHRSESE ()

2021 F 3R 1

BEERGRITRR—RABEHL  EEXEESH
RIT > HANEBEFEZEERL - EABRME -
RIGEWATRIRIT B FIRA - B ARESRERE
BB - RTINS EEAE - BEA S
B% - LIEECE RIS

ATEITSFNHMENE D - I T ERREIELT
BRI RRTEENEGEBCHRNEE
M —E SN MEKE - B RERITHEE
REMBEHEBAL > TatfiREZRRERES  ®

—FRIARITHER RN KRB KT - BARK
BRI -

K& AABBROBHARTESTE - SHBLARN
BERRNESTERE - FHRTEENEIMIE -
BIVRHRE|MITEREME T E TN - A FI%
AITHEEFEERMRS ©

AN — R EER R - 5= CaixaBank 1 =3
ERRTT - RAI—EAEER - ARG I
RIS B[R BT AT RO A MK ED - R 2 R B AL IR
MEF - B ARTREAUKNEEFIEE - &
AT ERSEERERS -

HITERE
FEE

FHB 2022628248



12 The Bank of East Asia, Limited | Annual Report 2021

REPORT OF THE CO-CHIEF EXECUTIVES

FINANCIAL REVIEW

Financial Performance

In 2021, BEA and its subsidiaries earned a profit
attributable to owners of the parent of HK$5,270 million,
representing an increase of 45.8%, compared with the
HK$3,614 million earned in 2020.

The increase in attributable profit was mainly due to a
significant reduction in impairment losses in Mainland
China, improved net fee and commission income, and a
gain of HK$902 million on the disposal of BEA Life.

Basic earnings per share rose from HK$0.97 in 2020 to
HK$1.53 in 2021.

The return on average assets rose from 0.3% to 0.5%,
while the return on average equity rose from 3.0% to
4.4%.

Group net interest income was pressured under the
prolonged low-interest-rate environment. Net interest
margin for the full year narrowed from 1.48% to
1.37%, leading to a 3.2% drop in net interest income to
HK$11,185 million, despite a 4.7% increase in average
interest earning assets. However, the situation stabilised
in the second half of the year, with net interest income
rising by 2.5% half-on-half.

Net fee and commission income rose by 5.0% to
HK$3,069 million. The increase was mainly led by higher
income from sales of insurance policies, as well as
improved results from investment activity in Hong Kong
and other revenue streams across the Group.

Net insurance profit was lower compared to 2020, mainly
due to a shorter period of revenue contribution from life
insurance business following the disposal of BEA Life.
Non-interest income was also impacted by the absence of
COVID-19-related government subsidies.

Overall, total operating income decreased by 5.9% to
HK$16,283 million.

Total operating expenses were contained at HK$9,321
million despite continued investments in technology and
talent, as efficiency gains from automation and straight-
through processing began to take effect. Excluding the
impact of exchange rate movements, costs grew by just
1.0%.

Impairment losses on financial instruments fell sharply,
from HK$4,674 million in 2020 to HK$1,679 million in
2021. Credit cost improved from 0.94% to 0.28%. The
Group's impaired loan ratio decreased from 1.26% at the
end of December 2020 to 1.09% at the end of December
2021, while that for Mainland China operations improved
from 3.10% to 1.54%.

Operating profit after impairment losses amounted to
HK$5,283 million, an increase of HK$2,026 million, or
62.2%.

Net profit on sale of assets held for sale increased by
HK$1,010 million to HK$1,042 million, mainly as a result
of the disposal of BEA Life.

The Group's share of after-tax profits less losses from
associates and joint ventures decreased by HK$544
million to a loss of HK$234 million, mainly contributed by
an associate operating in Mainland China.

After accounting for income taxes, profit increased to
HK$5,313 million, an increase of 44.2% compared to the
HK$3,685 million recorded in 2020.
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REPORT OF THE CO-CHIEF EXECUTIVES (CONTINUED)

Financial Position

Total consolidated assets of the Group stood at
HK$907,470 million at the end of December 2021, an
increase of 2.6% compared to HK$884,420 million at the
end of 2020.

Gross advances to customers increased by 6.8% to
HK$548,808 million.

Driven by the strong contribution from net profit for the
year, total equity attributable to owners of the parent
increased to HK$101,778 million, a rise of 2.9%.

Total deposits from customers increased by 7.5% to
HK$633,505 million. Of the total, demand deposits
and current account balances increased by HK$9,822
million, or 14.1%; savings deposits increased by
HK$8,760 million, or 4.7%; and time deposits increased
by HK$25,721 million, or 7.8%. Total deposit funds,
comprising deposits from customers and all certificates of
deposit issued, increased by 7.3% to HK$697,832 million.

The loan-to-deposit ratio stood at 78.6% at the end of
December 2021, compared to 79.1% at the end of 2020.

As at 31st December, 2021, the total capital ratio, tier 1
capital ratio, and common equity tier 1 capital ratio were
21.6%, 19.8%, and 17.0%, respectively. The average
liquidity coverage ratio for the quarter ended 31st
December, 2021 was 182.4%, well above the statutory
minimum of 100%.

RATINGS

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 Positive
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BUSINESS REVIEW

The global economy is on course for recovery. However,
the vaccine-inspired optimism in the early part of 2021
has been tempered by inflationary pressures from
commodity crunches, supply chain disruptions and food
shortages. Major central banks are increasingly under
pressure to rein in expansionary policies and raise interest
rates. Added to this mix is the emergence of yet another
highly infectious COVID-19 variant, reminding the world
that it may be too soon to declare victory over the virus.

Despite external challenges, Hong Kong’s economy
performed well in 2021, with exports growing at
26.3% year-on-year. Strict border policies have kept the
pandemic situation stable, minimising disruption to the
domestic economy and supporting employment and
consumption. Unemployment averaged 3.9% in the three
months to the end of December. Meanwhile, retail sales
rose by 8.1% year-on-year, boosted by the government’s
consumption voucher scheme. These factors led the
economy to grow by 6.4% in 2021. While equity markets
underperformed, the property market showed resilience,
with prices rising 3.3% over the year.

Looking ahead, BEA expects that exports will remain
strong, although year-on-year growth will be somewhat
slower than 2021. Downside risks remain, however,
with the threat of virus mutations and global inflationary
pressures among the foremost concerns.

Overall, the Bank forecasts Hong Kong'’s gross domestic
product will grow by 3.2% in 2022, with inflation
trending upwards to 1.9%.

On the Mainland, exports continued to defy market
expectations, growing by 29.9% year-on-year. Fixed
asset investment rose by 4.9% year-on-year. Meanwhile,
sporadic COVID-19 outbreaks have tempered private
consumption, leaving retail sales with subdued average
annual growth of 4% when compared to 2019 levels.
Property prices started to trend downwards in September
2021, succumbing to intense regulatory pressure. Overall,
the economy registered annual growth of 8.1%.

In the coming year, China may face the threat of
a sliding property market, surging input prices and
persistent COVID-19 risks. If these factors were to occur
simultaneously, this could lead to slower growth in 2022.

The Chinese government has stated that economic
and social stability are top priorities for the year. The
People’s Bank of China has already taken action in this
regard, lowering the reserve requirement for banks by
0.5 percentage point in December, and thereby freeing
up liquidity for investments. A key policy focus for 2022
will be support for small- and medium-sized enterprises.
Given this expansionary posture, BEA forecasts China’s
economy will grow by 5.3% in 2022. Inflation will remain
under control, averaging 2.2%.

Business — Hong Kong

Profit before tax for Hong Kong operations increased
by 15.5% year-on-year to HK$3,941 million. Growth
was driven by higher fee income and a one-off gain on
the disposal of BEA Life. This was partially offset by the
impact of a sustained low-interest environment, as well
as an upturn in impairment losses towards the end of
the year following negative news surrounding Mainland
property exposure.

Net fee and commission income increased by 14.9%
year-on-year as the Bank focussed on uplifting frontline
productivity and driving fee-generating business. Early
results from BEA's bancassurance partnership with AIA,
which launched in July 2021, have been positive. This
partnership is expected to have a growing contribution in
subsequent periods.

As experienced across the industry, net interest income
declined, although the pressure on NIM stabilised in the
second half of the year. Net insurance profit was also
lower following the aforementioned disposal of BEA
Life. The Bank’s general insurance arm, Blue Cross (Asia
Pacific) Insurance Limited, is now classified as an asset
held for sale.

Initiatives to reduce costs and improve efficiency across
the Bank’s operations have been successful. As a
result, operating expenses were well contained, despite
significant investment in digital capabilities and people.

Credit deterioration was seen in the fourth quarter,
as certain corporate clients faced liquidity issues. This
brought impairment losses for the full year roughly in line
with 2020, bucking the trend of improved asset quality in
previous quarters.
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The Bank maintained a prudent approach to new lending
throughout 2021. Customer loans increased by 3.3% to
HK$305,400 million at 31st December, while deposits
rose by 5.4% to HK$412,018 million. To mitigate the
pressure on NIM, the Bank continued to attract low-cost
deposits across all business units, and the average current
and savings account ratio improved compared to the
previous year.

BEA is committed to developing green and sustainable
finance in Hong Kong. In October 2021, the Bank signed
a Memorandum of Understanding with the Hong Kong
Quality Assurance Agency (“HKQAA"). Under this
agreement, programmes will be developed to encourage
customers to engage in certification and assessment
services. Meanwhile, a new green mortgage plan was
launched in December 2021 covering private and public
residential properties under the Hong Kong Green
Building Council’s BEAM Plus scheme.

Retail Banking

For the Bank’s retail operations, income was dragged by
a double-digit decline in net interest income. NIM was
pressured under the persistent low interest environment,
impacting deposit income in particular. The effect was
mitigated by successful efforts to grow fee revenues and
reduce costs. Overall, profit before tax reduced by 6.4%
year-on-year.

Retail wealth revenues increased by 13.4%, with higher
income from investment and insurance product sales. The
Bank refined its value propositions for target customer
groups, and double-digit growth was recorded in the
affluent and emerging affluent segments. In particular,
new-to-bank customers of BEA’s Supreme all-in-one
account rose by 54.8%, while the newly launched
SupremeGold Private service saw continued growth in
both customers and AUM.

Following continuous enhancements to the Bank's digital
service capabilities, 41.8% of financial transactions are
now conducted online or via mobile. In particular, mobile
investment transactions rose by 20.9% year-on-year.
Digital migration has enabled BEA to optimise its network
and repurpose branches as wealth management hubs,
raising productivity and reducing costs. These efforts
contributed to an 8.3% reduction in operating expenses.

Looking ahead, encouraging momentum has been
seen in the youth segment, and the Bank is investing to
drive future growth in its customer base. To this end, a
new virtual card was launched in December. Additional
functions in digital payment and consumer finance will be
developed to complement BEA's offering.

Corporate and Commercial Banking

Corporate Banking's performance improved in 2021, as
business activity bounced back from the lows experienced
during the worst of the COVID-19 outbreak.

Overall, operating income rose by 9.6% year-on-year.
Net interest income was up by 9.2%, driven by a 4.9%
increase in the corporate loan book, as well as an
improved interest spread on lending resulting from lower
funding costs.

Non-interest income also grew by 11.3%. The Bank'’s
efforts to improve fee income, including a widened
product suite, expanded specialist teams and a
systematic approach to account planning, were effective.
As a result, revenues from insurance, corporate wealth
management, debt capital markets solutions and trade
finance activity increased.

™ The Bank’s Green Mortgage Plan promotes green living and
sustainable development
REpIRITIEE [ BRI 8] - BEREREEE R
AREER

== BEA's refreshed Supreme service enhances the customer-centric
digital wealth experience for young emerging affluent customers
ROPITEEEF [ ZGEM RS ANEEHREFRNEER
BFRHUBBRERLNI EEEER
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BEA continued to attract new customers from a wide
range of industries to broaden its customer base and
diversify its portfolio. The corporate customer base grew
by 16.3%, and new-to-bank customers made a significant
contribution to growth in deposits, loans and fee income.
The Bank has developed tailor-made sector solutions to
further deepen penetration in target customer segments.
Results to date have been encouraging, with a 43.6%
increase in revenues from customers using these products.

In the coming year, BEA will focus on upgrading its
digital service capabilities for corporate customers. A
new Corporate Cyberbanking platform will be launched
in the second half of 2022, with advanced features and
an improved user interface. The Bank will also leverage
the HKMA's Commercial Data Interchange project and
Open Application Programming Interface technology to
collaborate with a wide range of partners on commercial
data, customer experience integration and new payment
and financing solutions.

Wealth Management

Private Banking’s performance was impacted by muted
investor sentiment in the second half of the year, as equity
markets in Hong Kong came under pressure from sector-
specific policy risk on the Mainland. Clients continued
to deleverage their portfolios, focussing instead on
risk mitigation. As a result, loans and investment AUM
declined. However, deposits recorded good growth,
providing a solid foundation for future revenue generation.

Demand for mutual funds remained resilient throughout
the period as customers were advised to actively re-
adjust their portfolios and diversify their holdings. Foreign
exchange-related business also recorded strong results
from both retail and private banking clients, with revenues
from currency-linked deposits more than doubling.

BEA will continue to promote its forex-related services
to help clients capture opportunities from anticipated
exchange rate volatility as global monetary policies
diverge. Meanwhile, the Bank remains dedicated to
serving the Greater Bay Area and has built a solid
market position among foreign banks under the Wealth
Management Connect scheme.

The Bank is further strengthening its integrated service
platform, especially digital investment tools, to meet the
holistic needs of high-net-worth individuals in the region.
Seasoned relationship managers, investment consultants
and product specialists have been recruited to drive the
wealth management business. Strong growth in AUM
and revenue is expected as the COVID-19 recovery takes
hold, both from new customer acquisition as well as a
deepened wallet share from existing clients.

Insurance and MPF Services

In 2021, the Bank successfully completed the sale of
BEA Life to AIA Group. As part of the transaction, BEA
also entered into a 15-year exclusive bancassurance
agreement with AIA covering Hong Kong and Mainland
China. The bancassurance partnership was launched in
July following a brief transition. Initial results have been
promising, and this partnership is expected to contribute
meaningful revenues in the coming years.

Blue Cross (Asia Pacific) Insurance Limited, BEA’s wholly-
owned general insurance arm (“Blue Cross”), experienced
an exceptional surge in inpatient claims in 2021 as pent
up demand was released, dragging underwriting profits.
Premium income was also affected by a temporary delay
in new subscriptions due to ongoing travel restrictions.
Nevertheless, demand is expected to rebound strongly as
borders reopen and normal activity resumes.

Blue Cross remains focussed on providing value-added
services for its base of over 300,000 medical and general
insurance customers. To drive engagement and brand
awareness, a new wellness platform is being launched in
phases. The platform will provide healthy living advice, as
well as a rewards program where customers can redeem
gifts and insurance discounts.

Total membership of BEA's MPF schemes grew to
851,000 at the end of December 2021, while AUM
stood at HK$31 billion. The Bank continued to promote
its convenient digital MPF service channels, and the
utilisation rate among members reached 90% during the
year under review.

== Mobile Wealth - an investment trading platform in the
BEA App which offers 13 wealth management functions —
was launched, enabling customers to capture investment
opportunities anytime, anywhere

R IoERTTHE BEA App HEH Mobile Wealth# 8B X 5 ¥ 4 -
R 13BYEEEINE - WEFERENZREERS




RGRITEBRSIRESTERNHES - LBREAE
FPEREOBMESES - CEFPEIER163% 1
BEPRER  BERERBBERANEREHERNTR
RITEHETHI TITRBRNE - WRARBREPE
BB 2SRET ABSE  REEAZEFERN
EPWAIEINT 43.6% °

KE - RERITHB TR H BT P OB RGE
BET) ° 2022 F NHEFREHMMEXETRITF S
REFEEENNELETENRPRE - NTNKEB
S EROREEEIREIA R N RERER T FHir
ENEEBHERZEE  EFPERES AW
NREBERRTRSTERAAE

MEER

2021 F 45 RS ERETROBRRRERSEL
BREMSXE - WERFEX - RARTOHRBERM
RERE - FPEBRIERERAIERL R UMK
Rk - EREREEERMED - A FHREER
IR - RARRMRATEIREY S o

AR ATRBREFENABRREHA MY AFE -
NEBESFRRFRRE - TERMARITEP I
EARRE RIS e SR S R4E - EEHBETERRAER
B—1E o

EHREEBRIMCBEHER RS - RERITHER
HEESMNEMERIARTS - BT IEERT S o R -
RITHRBH RGN ER - W EHREME ST
ESNESRT TN T RREIM TS o

RERTERAA

BETHARRESE (H)

2021 F 3R 21

AITEE—TNRESREFE - FHRBHBRET
B U2EnRRASFEALINTE - RITIEET
BERNEPKE REBHEIERER  UHEDHUE
EIREK - EMHH2019BRBESHEBERER
BHIEBBMEP LR EREEPHRE - 5
BEEENMPABRYIER -

Rig R EEE R

AITR 2021 FRNEERTASTAAEE - ER
ZBRX 8D - RBI|/ITINELFER S 155
BBRIBITRREHHE - BAWERERTENLPE
M - LBEENBES - ZRTREBEHLAEER
7 AR - VIHIRARIRAR - TAEI A R R F R A
BHJWA -

R FRE T ROERERES - ATHT2E 8
RRMBAR-E+T(EX) RRARAR (E+
F1) 12021 FRYERFER BRI - Jo RAR -
SRIBER 2 B RRF KU - RERATTET
SHYE - WEMUL - BEERNRERREEDR
i EEHRRERERYET -

E+FEBRTIRER300,000EBEL —RRRET
FPERHR IR ERT - RRERTF B8 RIE mE A
2E - ETFESBBRELINERTYS - ZFEH
SREEFELER RS Wihia REEEEF L RE
an R ARBRATHIE R

2021512 AK - RERITIE T RBESETEIRKE
AL Z51,000% - MEREEBEBE310EBT -
AITHEHREEFNNEESEIERERE  NEBEH
IRk B A F R 90% o

== BEA’s 15-year exclusive bancassurance partnership with AIA for Hong Kong and Mainland China commences,
offering comprehensive life and long-term savings insurance solutions
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Business — Mainland China

In 2021, China’s economy staged a strong recovery and
its GDP expanded by 8.1% compared to the year before.
However, signs of a slowdown were observed in the
second half of 2021, mainly due to weakened demand,
supply chain disruptions and tightened regulations on
various industries, in particular the real estate sector.

BEA China successfully executed its business strategies
and its operations showed a turnaround, achieving a
net profit of HK$571 million in 2021 from a net loss of
HK$818 million in 2020. During the year, loan growth
momentum accelerated while credit cost was managed at
the lowest level in recent years. Through persistent efforts
in expanding and diversifying the loan portfolio, total
loans recorded double-digit growth to reach HK$150
billion while the proportion of property-related loans was
progressively reduced.

Despite encouraging loan book growth in 2021, total
operating income edged down on a year-on-year basis.
NIM was lower as a result of the reduction in the high-
margin consumer finance portfolio and keen market
competition for deposits. Non-interest income was also
weaker than expected, due to a slowdown in economic
activity and dampened demand on wealth management
services as capital market volatility increased.

On the corporate banking side, BEA China focussed
on growing and diversifying its loan portfolio in 2021.
Emphasis was placed on developing the non-property
related loan portfolio and building up trade finance assets.
BEA China’s non-property related loan portfolio now
accounts for 67.0% of its total corporate portfolio, while
it stood at 60.7% at the end of 2020; and comprises
mainly of non-bank financial institutions, companies
from wholesale and retail trade, and the manufacturing
industry. A large proportion of the increase came from
extending additional facilities to qualified customers who
have long-term banking relationships with the Bank as
well as customers with financing needs on both sides of
the border. At the same time, BEA China has cautiously
expanded its customer base, which has led to a steady
growth in new-to-bank customers, with state-owned
sponsors accounting for a larger share.

Overall, operating income from corporate banking
achieved steady growth in 2021. Net interest income
from corporate banking grew by 15.4% year-on-year.
The benefits from a larger loan portfolio were offset by
thinner margins as BEA China targeted quality customers
with stronger credit ratings. Non-interest income from
corporate banking remained stable, and BEA China was
able to capture new business opportunities through
treasury sales and debt capital markets.

Operating income from retail lending in 2021 was lower
compared to the previous year as BEA China downsized
its high-margin internet finance and credit card portfolios.
Following the new Government policy on internet finance,
the Bank worked closely with its eco-system partners
to improve risk control on both pre- and post-lending
and ensure compliance with new regulations. Regarding
its credit card business, BEA China slowed down new
card issuance and put greater emphasis on deepening
customers’ wallet share through cross-selling.

Income from wealth management also dropped during
the year as customers moved away from risky products
and volatile markets. However, it is encouraging to see
an increase in the number of SupremeGold customers
and the amount of AUM (including deposits) and
cross-boundary referrals during the year, with the
GBA fuelling a large share of the growth. Since the
bancassurance partnership between BEA China and AIA
China was officially launched, with product proposition
and a sales force put in place, early encouraging results
have been noted. This momentum should carry over to
2022 and beyond.

During the period under review, operating expenses for
BEA China increased by 8.5% year-on-year to HK$3,446
million. However, on a constant currency basis, BEA
China’s operating expenses stayed flat compared to a
year ago, reflecting strong cost discipline despite being
in an inflationary environment. The cost benefits of
network consolidation and a more efficient workforce
were partly offset by the absence of a one-time social
insurance contribution exemption granted by the Central
Government in 2020 amid the COVID-19 outbreak.
Notwithstanding its flat cost base, BEA China has
increased its investments in information technology as
well as digital and data analytics capabilities in order to
drive cost efficiency, improve workflow and strengthen
core infrastructure.

Regarding asset quality, BEA China continued to maintain
a prudent underwriting standard and further reduced
the size of its legacy corporate non-performing loan
portfolio. Significant improvements in asset quality were
observed in both corporate banking and retail banking.
The impaired loan ratio dropped by 1.56 percentage
points to 1.54% as of the end of 2021. Non-performing
loan formation and impairment losses for the year fell to
HK$1,383 million and HK$560 million, a year-on-year
reduction of 58.2% and 81.1% respectively. BEA China
will continue to manage its asset quality vigilantly during
what is expected to be a highly uncertain year.
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BEA China maintains a strong presence in Mainland
China, with 30 branches and 39 sub-branches covering
38 cities at the end of 2021. In the GBA, BEA China
operates 20 outlets and will continue to leverage on the
Group's extensive network to capture opportunities that
arise from the region.

Business — International, Macau and Taiwan

In 2021, the Bank’s overseas operations delivered a solid
financial performance, notwithstanding the challenging
operating environment stemming from COVID-19 variants,
geopolitical tensions, and global supply chain disruptions.

During the period under review, pre-provision operating
profit for overseas branches grew by 10.0% year-on-
year as a result of higher net interest margins and steady
growth in customer advances.

Net profit after tax surged 77.0% to HK$1,053 million,
mainly driven by a reduction in credit loss provisioning as
the economic outlook improved. Asset quality remained
sound, with the impaired loan ratio kept firmly at the low
level of 0.35% at the end of 2021.

The cost-to-income ratio remained stable at 37.0% in
2021, notwithstanding a surge in information technology
and risk and compliance expenses due to more stringent
regulatory requirements.

During the year, major economies rebounded strongly,
supported by a gradual resumption of economic
activity and social mobility. Amidst tempered optimism,
BEA's overseas branches continued to uphold prudent
underwriting standards when onboarding new businesses
and terminate challenging relationships. In 2021, the
Bank’s overseas branches registered a mild loan growth
of 2.6%.

The Bank’s branches in New York and Los Angeles
focussed on participating in quality syndicated loans with
positive business prospects. Meanwhile, the Bank’'s UK
operations recorded continuing growth in both loans and
pre-provision operating profit through diversification into
syndicated financing, including green and sustainability-
linked loans.

In Asia (excluding Hong Kong and Mainland China),
BEA successfully completed its strategic repositioning
and network rationalisation initiatives, resulting in
an improvement in efficiency and profitability of the
respective units. As part of this exercise, Singapore and
Macau branches have shifted their focus to corporate
banking. In the first half of 2021, the new banking hall
of Singapore Branch opened its doors to customers while
in Macau, the main branch became the sole, centralised
customer service point at the end of the year.

Strengthening collaboration with other business units and
strategic partners of the Bank to provide seamless, quality
services remains an ongoing focus. In the year under
review, the Taiwan Branch successfully referred quality
deals to other business units of the Bank. Going forward,
the branch will capitalise on its expertise in the syndicated
loan market and step up cross-selling efforts to generate
new business from large corporations. In a similar vein,
The Kuala Lumpur Representative Office will continue
to serve our customers in the region through business
referrals to other business units of the Group.

In line with the Group's strategic direction, overseas
operations will seek opportunities in sectors that will
benefit from economic recovery, expand green and
sustainability-linked financing, and invest in digital
capabilities and workflow automation.

BEA Union Investment Management
Limited

BEA Union Investment Management Limited (“BEA
Union Investment”) is well positioned to benefit from
the business opportunities presented to support the
growth and development of the GBA. In particular,
all of BEA Union Investment’s retail funds are already
eligible to participate in the recently announced Wealth
Management Connect scheme.

During the past year, BEA Union Investment introduced
two new funds under the Mainland-Hong Kong Mutual
Recognition of Funds scheme, bringing the total number
of offshore funds now on offer to Mainland investors
under this scheme to four.

Meanwhile, the unit's Shenzhen-based wholly foreign-
owned subsidiary, BEA Union Investment (Shenzhen)
Limited, introduced one new private fund in 2021. With
this addition, the Shenzhen subsidiary currently manages
two private funds that are designed for sale to high-net-
worth investors on the Mainland.

Following the recent regulatory changes in Hong Kong
that offer favourable treatment to open-ended funds,
BEA Union Investment restructured five existing unit
trust funds as open-ended funds. This not only benefits
investors, but also enhances Hong Kong's role as a
leading fund domicile and full-service asset and wealth
management centre.

Looking to 2022, with its pioneering spirit, agility and
resilience, BEA Union Investment will continue to enrich
its product offering and increase its market exposure.
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Our People

As of 31st December, 2021, BEA Group employed
8,824 people:

As of 31st As of 31st

December, 2021 December, 2020

Hong Kong 5,057 5,576
Mainland China 3,211 3,373
Macau and Taiwan 130 151
Overseas 426 439
Total 8,824 9,539

Employees are the Bank’s greatest assets, and are
instrumental to its continued growth and success. To
support BEA's business strategy and transformation, robust
recruitment activities were in place throughout 2021 to
attract both experienced and high-calibre professionals.

To groom young talent for future banking, the Bank
continued to participate in the HKMA and Applied Science
and Technology Research Institute’s co-launched HKMA
Banking Talent Programme, and sponsors intake through
the FinTech Career Accelerator Scheme. In addition,
BEA took part in the HKSAR Government’s Greater Bay
Area Youth Employment Scheme. Further, in order to
best serve the career development needs of the Bank'’s
Management Trainees, which saw a marked increment
in the number hired as compared to the previous year,
BEA adapted its trainee programme to provide additional
support via broadened exposure to FinTech and the GBA.

BEA encourages internal mobility to fulfil employees’
aspirations and meet its talent demand to build the
Bank’s leadership pipeline with The BEA Future Leader
Accelerated Programme. This programme provides
structured development for high-potential executives
("HIPOs") with opportunities for vertical and lateral
movement across the Bank to support their career
aspirations. HIPOs gain professional and leadership
development through broadened business exposure
and management experience; learning insights from the
Co-Chief Executives and senior management through
exchange forums and senior mentoring, strengthening
their leadership competence through training and
executive education.

To empower employees to take on future challenges,
BEA also rolled out a series of new training programmes
to build staff skillsets, such as the bank-wide growth
mindset programmes launched throughout 2021 for
staff at different levels, and modules designed to improve
staff members' digital awareness and capabilities. These
included a digital leadership programme for senior
leaders, FinTech webinars for executives and managers,
and Bank-wide e-learning modules. BEA also utilised
bank-wide digitalisation to implement online learning,
virtual classrooms, self-paced micro-learning and hybrid
learning as appropriate to drive a strong learning culture
and support its sustainable growth.

Moreover, the Bank launched the “Learn & Grow”
Recognition Scheme during the year to encourage staff
to participate in upskilling programmes, recognise their
efforts, and celebrate their scholarly accomplishments.
Future training curriculum will run in parallel with
continuous professional staff development. It will promote
staff participation and increasingly integrate technological
and innovative means.

To further strengthen its bank culture, BEA restructured
the Bank Culture Work Group to reinforce collective
efforts to promote a healthy risk culture. Bank-wide,
division-specific culture plans were developed based on
employee feedback from the most recent survey, which
boasted an engagement score of over 80%.

Employee well-being is factored in at all times so that
staff feel appreciated and cared for. During 2021,
the Bank renovated its canteen in the Head Office in
Central, turning it into the sustainability-conscious Café
23, named after BEA's stock code thanks to the winning
entry in a staff naming competition. The space promotes
staff well-being with a new, collaborative communal
space. The Bank also began to offer healthier choices
at both Café 23 and the staff canteen at its Millennium
City 5 office in Kowloon, both of which still provide
complimentary lunch to all staff every weekday. The
Bank also increased the frequency with which employees
can take well-being leave (shorten a work day by two
hours) to once per month.

Staff members’ health and safety, as well as that of the
public, is always of utmost importance to the Bank.
BEA therefore enhanced its medical and leave benefits;
implemented flexible work arrangements such as split-
team and work-from-home operations; provided
one additional day of leave allowance to all staff for
each COVID-19 vaccination received; and required
unvaccinated staff to undergo regular testing, as guided
by the HKMA to protect the health of all staff members.
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MAJOR RECOGNITION > E 4 EEa 1815

“Best SME's Partner Gold
Award 2021”
(for the 4th consecutive year)
The Hong Kong General Chamber of
Small and Medium Business

[2021 F/MEEZEHESE

(EEAFER) “Domestic Retail Bank of the Year -
BB Hong Kong”

"Initiative of the Year - Hong Kong”
in the ABF Retail Banking Awards 2021
Asian Banking and Finance
SERITAEE2021
-[EERERMTERT]
-[ERRERIFEE ]
CMIRTT R AT & Dkt
“Best Financial Planning Service”
in the Hong Kong Awards 2021
The Asian Banker

FBAE2021 - [ REEMRBIRE

CEMIRITZD
“Best Private Bank in “Retail Bank of the Year — Outstanding Achievement”
Greater China 2021” “Premium Segment Client Service — Outstanding Achievement”
“Best Wealth "Wealth Management Platform — Outstanding” Achievement
Management Partner in in the Financial Institution Awards 2021
North Asia 2021" Bloomberg Businessweek (Chinese Edition)

Global Brands Magazine & FHEHE A 58 2021
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The Bank of East Asia (China) Limited
RoR1T (FE) BRA A

#2021 Annual Excellent
Commercial Bank”
at the 21st Century
Competitiveness of Finance
21st Century Business Herald

NHLEEBMBEFEN
[2021 FE S B HRIT
(21 WACAE Z#E)

"Foreign Bank of
Excellent Brand-building
Competitiveness” at the

2021 Financial Institutions of
Competitiveness of Excellence
China Business Journal
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Bank of East Asia (Trustees) Limited
RIniR1T ({558) BRAQH

Gold Ratings — BEA (MPF) Value Scheme
— MPF Ratings’ 2021 MPF Scheme
Ratings and Awards
MPF Ratings Limited
TR — R (BEE) ZEE
- B2 2021 FERBE S EFTRRRE
B2 RBRAA]
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BEA Union Investment Management Limited
ROBEREEEARAT

For BEA Union RMB Core Bond Fund

Refinitiv Lipper Fund Awards Year 2021 Hong Kong:

- Best Fund Over 5 Years — Bond Global LC,

- Hong Kong Group Award — Mixed Asset (3 years),

- Hong Kong Group Award — Overall (3 years)
Refinitiv Lipper Fund Awards
BFREBEAREZVESES
RefinitivIEHEBE £ F4€2021:
-SEHBRERS — BREHF (BEHEY)

- BEMEAR  EEEEE —20213F)
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Blue Cross (Asia-Pacific) Insurance Limited

E+7F (EX) REBERAF

The Hong Kong Insurance Awards 2021 -
“Outstanding Initiative on Community Health
Crisis Award”

The Hong Kong Federation of Insurers

ERRBEAN2021 — [N ERERMETAL
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RISK MANAGEMENT
Approach to Risk

The Group recognises that a sound risk culture is the
very foundation of its strength. To this end, the Group
maintains a prudent and proactive risk management
framework that supports risk awareness, proper
behaviour and sound judgement in relation to risk-taking.
All employees are responsible for the management of risk.
The following principles guide the Group’s risk appetite
and determine how its business and risks are managed.
Further details on the Group’s management of principal
risks are set out in Note 43 of the Notes To The Financial
Statements.

Risk and Return

The Group’s overall risk appetite is used to guide its
business plan. The level of return generated through
business activities is in line with the risk taken and in
alignment with strategic plans, strategic business outlooks
and risk management policies, with an aim to generate
sustainable earnings.

Capital Adequacy

The Group is committed to maintaining a sound capital
position defined by regulatory and internal capital
ratios after taking into account the Bank’s dividend
policy and the need to meet capital requirements. The
Group, and each of its members, expect to maintain
a robust capital adequacy position that supports the
growth of business activities.

Liquidity & Funding Management

The Group is committed to having sufficient funds to
continue business and operations under crisis scenarios
on a Group basis, with the ability to meet all obligations
as they come due.

Regulatory Compliance

The Group strives to deliver fair treatment to customers
and ensures that operations are conducted with integrity
and in compliance with all applicable legal and regulatory
requirements. The Group will not tolerate negative
conduct risk outcomes that go against the spirit of the
law and regulatory requirements, and is committed to
developing and promoting a sound corporate culture and
incentivising proper staff behaviour.

Cyber Security

The Group strives to adapt to the rapid pace of
technological change to improve the Bank’s services
for clients and enhance customer experience and is
committed to continually strengthening cyber security
capabilities including identification, prevention, detection
and response to address the ever-evolving cyber threat
landscape, and protect our critical information assets and
systems from external malicious attacks.

Reputation

The Group does not tolerate any controllable activity
that could cause material damage to its reputation, and
protects its reputation with an established process of
managing reputation risk and by dealing with potential
threats to its reputation proactively and minimising the
effects of reputation risk events.

ESG Risks Including Climate Risk

The Group recognises the importance of sustainability
to long-term business success, and therefore considers
environmental and social concerns when extending
financing to customers, making investments and
conducting operations. This strategic direction guides
the Group towards supporting companies and projects
that positively impact the environment and society,
while complying with local regulations and standards of
governance. The Group is committed to managing and
mitigating environmental, social, and governance risks,
including climate risk, in @ manner that is strategically
aligned with its Sustainability Vision and Mission
Statements, and reducing carbon emissions in our
business and operations.

Risk Management Framework

The Group has established a robust risk governance
and management framework that ensures appropriate
oversight of, and accountability for, the effective
management of risk.

This framework enables the Board and Senior Management
to administer risk management-related responsibilities with
appropriate delegation, checks and balances.

The key aspects of the framework, principal risks and
principal uncertainties are outlined below.
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Enterprise Risk Management

The Group manages risk on a Group-wide basis within
an Enterprise Risk Management (“ERM") framework. The
ERM framework spans multiple risk types and focusses
on optimising the balance and interaction of the different
types of risk, and the balance between risk and return.

The ERM framework provides an effective and efficient
approach to governance and oversight within the
organisation, and helps the Group monitor and
mitigate risk during the course of carrying out the
Group's strategies.

Further, the ERM framework promotes risk awareness
throughout the organisation and facilitates better
operational and strategic decision-making, promoting
a strong risk culture and ensuring that operations
are compatible with the nature and level of risk that
stakeholders are willing to take.

Three Lines of Defence

Risk Governance

The Board of Directors has ultimate responsibility for the
effective management of risk. It approves risk appetite,
risk policies that govern the execution of strategies,
procedures and limits.

The Risk Committee stands at the highest level of the
Group’s risk governance structure under the Board.
It provides direct oversight of the formulation of the
Group's risk appetite and ensures that the Group’s risk
appetite is reflected in the policies and procedures that
Senior Management adopts to execute business functions.

Risk management committees have been established
throughout the Group, and with the assistance of these
committees the Risk Committee regularly reviews the
Group’s ERM framework and ensures that all important
risk-related tasks are performed according to established
policies and with appropriate resources.

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

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 purview.

They are responsible for the day-to-day management of risk within their units,
including establishing and executing specific risk-control mechanisms and
detailed procedures.

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.

The Third Line of Defence 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 leads and coordinates all the Group's risk management-related matters, 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.



R EE

AEBZOCXAREEFEEEEBRR - hEXR
REEABREZRAREL  YBHE(TRER
B2 T RBEER - AN E R B 3 2 [FH
Fi -

CERRERRBAEENBNE LS REBRIAN
K@M TTE - W AEEEEE RSB RN BIE

R B RORL R R o

AN PREREERBECRSBESENARE
a0 RO BB R 2B SRR - BN
e ERERE L - MREE LB RSN ERB AR
[\ B 1 e AKSEARAT

RERTERAA

BMETHABREE (&)

2021 F 3R 33

R ER

EEeREANERERRNGRKER  YEERMA
BRI RRBREE  UEBERKE 125 RERESE
M B ©

RpZEeRAEEEANESTENRSAREGE
il - EREEAEERRRFOGIE  LHEERNEE
MERRTFSARRRBEREF L - ERREEA
BONAZRA - PATTIE AL TSHAE -

EESEHERIRAREERES - £XFREEN
BT BARZEE TR ARENEERERERE
RIE - HERATERRRAENERES - HERER
ERRMEMEENEREERT -

— B R

AEREAREERAEBANAEENACHSTREAE,T  AEBCEMN ZEHRIEABEIEIELR - [ =&

SRR -

=B ABIEBEEA] BENRTEBRSERAEHEMTE  URHETHSE -
MHTFTEESE¥KEUNHTREREIE  BiEETRREIEKE| R AR
BYRR S AT ©

ETEMA ABIRRETA]l AEEMNETANK B8 ARETERH TRBRERE AR
o B EERE  UTHEEEZEEEAEEMNEREIRE

E=IES ez - MRAEERREIREE (BIERRERALTHE) AR

SERRAEHAARENE BRREERBENER  BERBEEALRREERROBIE FHETHE - AL
BBEMAARREEANER BB ANBETIFRE  EXEERELRRTENEE -



34 The Bank of East Asia, Limited | Annual Report 2021

REPORT OF THE CO-CHIEF EXECUTIVES (CONTINUED)

Principal Risks

The Group faces a variety of risks that could affect its franchise, operations, and financial health. The principal risks that
have been identified under the ERM framework and how they are managed are set out in the following table.

Principal risk type

How it is managed

Credit Risk

The Group has established control limits, delegated lending authorities, underwriting
criteria, monitoring processes, internal rating structures, recovery procedures and
provisioning policies, and these are set out in the Group's policies, guidelines and
manuals in line with regulatory requirements.

Interest Rate Risk

The Group has established control limits and assesses the gap risk, basis risk and
options risk primarily through the monitoring of repricing mismatches and the
impact of changes in interest rates on earnings and economic value.

Market Risk

The Group measures and monitors potential loss due to adverse price movements
and market volatility in accordance with the control limits set out in the Group's
polices, guidelines and manuals.

Liquidity Risk

The Group conducts cash-flow analysis to monitor funding needs and has a
contingency funding plan in place that clearly stipulates the procedures and
mitigating actions required to meet liquidity needs in crisis situations.

Operational Risk

The Group has established and implemented a framework that defines the
standards, processes and internal controls for managing operational risks against risk
appetite through various tools and systems in a cost-effective manner.

Reputation Risk

The Group identifies, assesses, monitors, mitigates and controls reputation risk
systematically. Specific procedures and guidelines are in place to facilitate timely and
effective communication with various stakeholders in order to defuse any potential
reputation-risk incidents.

Strategic Risk

The Group formulates and updates its strategic plan (covering a period of five
years) annually to set strategic goals and objectives, evaluate strategic positions and
develop appropriate strategies according to the changing external environment and
internal capabilities.

The Group establishes comprehensive policies, manuals, profiles and reports to set
out the management framework as well as assessment and monitoring tools.

Legal Risk

The Group has adopted comprehensive policies, guidelines and manuals. Qualified
internal personnel and/or external professionals are engaged to provide advice and
training courses.

Compliance Risk

The Group has established various policies, guidelines and manuals to ensure
compliance with legal and regulatory requirements. A risk-based approach is in place
to complement the management of compliance risk.

Technology Risk

The Group strengthens cyber-security awareness of all staff through comprehensive
training programmes and further mitigates technology risk by implementing a range
of control measures.
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ERM Reports

ERM is driven and supported by the following enterprise-
wide risk reports, which are applied consistently in order
to identify, assess and manage risk across the Group.

Risk Appetite

Risk Appetite is set by the Board, and defines the accepted
and tolerated levels of risk and return from an enterprise-
wide perspective. The Risk Appetite Statement consists of
qualitative statements and quantitative metrics, covering
income-generating risks and non-income-generating risks.

Risk Profile

The Risk Profile report provides both a point-in-time view
and a forward-looking assessment of the suite of risk
categories, as well as an assessment of their potential
impact on the Group’s financial results, reputation and
business sustainability.

Key Developments

The COVID-19 pandemic has presented many challenges
to the Group, and the Group has actively managed the
associated risks. Specifically, the Group enhanced risk
management in the following areas in 2021:

Additional resources have been allocated for management
of special assets and credit monitoring so as to
proactively identify risk in the loan book and take timely
mitigation actions.

Additional resources have also been allocated to
strengthen parental oversight of risks associated with
BEA China. An expanded operational risk plan is in place,
along with enhancements covering incident analysis and
monitoring, communication and reporting protocols.
Post-credit-approval reviews and thematic reviews are
regularly conducted on selected portfolios by head office.

The Group continues to enhance its operational risk
management framework. Recent enhancements include
a revamp of the Risk Control Self-Assessment programme
by restructuring the risk taxonomy and control monitoring
mechanism; standardisation of management of
operational risk incidents; further sharpening of the anti-
fraud control measures; and an update of the policy and
assessment methodology for managing third-party risk.

The Group recognises the importance of sustainability
for the environment, for society and for the long-term
business success of the Group. During the past year, the
Board approved the Group’s first qualitative risk appetite
statement on ESG risks, which aligns strategically with the
Group's Sustainability Vision and Mission Statements. In
order to incorporate sustainable practices into all business
and operational initiatives, the Group launched the Green
and Sustainability-linked Lending Policy and introduced
an ESG risk rating mechanism and tool that enables
systematic assessment of customers’ ESG performance
and vulnerability to climate-related risk. In addition, the
Group conducts climate-related stress testing to assess the
climate resilience of the Group, facilitates the capability
building for measuring climate risks, and embeds climate
risks in business planning and strategy formation to
mitigate climate risks.
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Principal Uncertainties

The key uncertainties currently facing the Group and the mitigating measures implemented are set out below.

Principal Uncertainties

Mitigating Measures

Macro-economic Uncertainty Risk

The COVID-19 pandemic and US-China tensions have
impacted a wide range of industries since 2019. Despite
the economic recovery accelerating in 2021 in some
regions, uncertainties over the duration and impact of the
COVID-19 remain.

In Hong Kong, the economy continued to show its
growth momentum. However, the recovery is uneven and
some sectors are outperforming others. The Hong Kong
property market sentiment declined in the second half of
the year, and the local stock market was volatile. Coupled
with heightened regulatory risk for technology and real
estate companies operating in Mainland China, the credit
risk environment outlook remains challenging.

The Group will continue to monitor the market situation
and its portfolios closely in order to manage risk exposure.

From a credit risk perspective, the Bank continues to
identify potential adverse events and devise ways to
mitigate any impact on its capital adequacy and asset
quality. Such measures include enhanced credit control
on loan exposures most susceptible to the COVID-19
pandemic and US-China tensions, thematic reviews on
high risk sectors, and performing stress testing on capital
adequacy and loan-loss allowances.

From a market risk perspective, the Bank continues to
assess trends, manage exposures, review its risk-taking
strategy and formulate mitigation actions for impacted
securities as necessary.

From a compliance risk perspective, the Bank continues to
track the development of relevant sanction regimes and
adopt mitigating measures where appropriate.

Cyber-Security Risk

Cyber-security risk is a key focus area for regulators
and the banking industry, as these risks evolve rapidly.
Attackers are constantly seeking more sophisticated
and efficient ways to undermine banks’ cyber security
and operations.

The Group takes a multi-pronged approach to tackle
cyber-security risk:

Engage external consultants to assess the Group's
cyber-security controls against relevant information-
security standards and emerging risks to identify and
implement necessary improvements

e Analyse different intelligence sources to monitor
the latest worldwide threats and establish industry-
wide collaborations on the sharing of cyber threat
intelligence

e Maintain a proper incident response management
process including cyber-security insurance policy

e Enhance cyber and information-security training
programmes including periodic phishing tests to
promote security awareness among staff and improve
security practices

Cyber and information security risks and controls are
regularly reviewed and reported to directors in Risk
Committee meetings quarterly.
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Principal Uncertainties

Mitigating Measures

ESG Risks

Climate change poses both short and long-term risks
to the banking industry. “Physical risk” refers to the
impacts of weather and climate-related events, which
could lead to disruptions to the business and operations
of banks and their clients. “Transition risk” refers to the
risk related to the process of adjustment towards a low-
carbon economy, which can be prompted by policy,
legal, technology and market changes as climate-change
mitigation and adaptation measures are adopted.

To manage negative impacts from ESG risks and cultivate
ESG consciousness throughout the Group, BEA has:

e Developed a Green and Sustainability-linked Lending
Policy

e Enhanced its ESG risk assessment checklist for
credit applications by incorporating climate risk
considerations

e Participated in the HKMA pilot Climate Risk Stress Test
to assess BEA's resilience to extreme climate events

e Introduced various ESG/climate risk indicators to
enhance monitoring capability in a proactive manner

e Promoted and enhanced ESG knowledge and
awareness to all staff through external and internal
events including but not limited to industry webinars,
mandatory training, and internal communications

Interbank Offered Rate (“IBOR") Transition

Following the decision of global regulators to phase out
Interbank Offered Rates and replace them with risk-
free rates as alternative reference rates (“ARRs”), the
Group has established and completed the IBOR Reform
Project, enabling the Group to meet related regulatory
requirements of all applicable jurisdictions for 2021.

The Group has developed the capabilities to offer ARR
products and started trading in ARRs. System and
operational changes were also completed for handling
ARR transactions, and appropriate fallback provisions
have been included in contracts to protect customers. The
Group also updated the IBOR reform pages as appropriate
on BEA's official websites for customer reference.

With the completion of the IBOR Reform Project, the
Group has the operational capability to manage the ARR
transition for the USD London Interbank Offered Rates
("LIBORs") of tenors that will cease to be available after
30th June, 2023.

For the risks arisen from IBOR transition, including but not
limited to the following, the Group will closely manage
and monitor:

e Conduct risk arising from communications with
clients and market counterparties due to the
amendments required to legacy contracts necessary
for IBOR reform;

e Financial risk to the Group and its clients should
markets be disrupted due to IBOR reform giving rise
to financial losses;

e Pricing risk from the potential lack of market
information should liquidity in IBORs reduce;

e QOperational risk arising from changes to systems and
processes, and the risk of payments being disrupted
should an IBOR cease to be available;

e Risk on mismatch of hedging relationships as
financial instruments transition to ARRs resulting in
unrepresentative income statement volatility.

Note 56 gives further details on outstanding financial
instruments referencing interest rate benchmarks that
have yet to transition to alternative benchmark rates as at
31st December, 2021.
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COMPLIANCE

Compliance is an integral part of the Group’s corporate
governance regime, and the Group is committed to
upholding the highest standards in all jurisdictions in
which it operates.

The Compliance Division is responsible for overseeing
the regulatory compliance framework and monitoring
compliance risks for the Group; communicating new
regulatory requirements to relevant units; delivering
compliance advice on the implementation of regulations;
conducting regulatory compliance reviews using a risk-
based approach; and regularly reporting compliance
matters to the Group’s management committees.

By order of the Board
Adrian David LI Man-kiu

Co-Chief Executive

Hong Kong, 24th February, 2022

Any significant compliance issues, including those
related to anti-money laundering ("AML") and counter-
financing of terrorism (“CFT"), are also reported to
the Risk Committee and the Board of Directors via the
management committees. Through the support of the
risk and compliance function established in the Bank'’s
business and support units — which act as the first
line of defence against regulatory non-compliance - a
comprehensive and efficient compliance risk management
framework is maintained.

The Group is fully prepared to meet the demands of the
evolving regulatory environment — including those related
to AML and CFT; international standards and regulatory
changes in jurisdictions where the Group has a presence;
cross-boundary business; investment and insurance
products sales practices; customer protection, particularly
in a digitalised environment; personal data protection;
and all other relevant requirements.

Brian David LI Man-bun
Co-Chief Executive
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DIRECTORS

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 83, 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 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 Guangdong Investment
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, Member of the
Nomination Committee and the Remuneration Committee

Professor Li, aged 76, 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
also serves as a Member of the Committee for the Basic Law of the
HKSAR under the Standing Committee of the National People’s
Congress. 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 a Non-executive Director
of Greater Bay Airlines Company Limited. He was an Independent
Non-executive Director of Nature Home Holding Company Limited
(listing in Hong Kong withdrawn on 19th October 2021).

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. He was also the Chairman of the Council
of the 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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EERSEBEEBEAEBNEAER(E)

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 71, 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). He was an
Independent Non-executive Director of MTR Corporation Limited
(listed in Hong Kong) and Li & Fung Ltd (listing in Hong Kong
withdrawn on 27th May, 2020).

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 72, was appointed a Director in 1995. He is Chairman
of IAM Family Office 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), Kowloon Development Co.
Ltd (listed in Hong Kong) and Pokfulam Development Company
Limited (listed in Hong Kong). He was an Independent Non-
executive Director of Kunlun Energy Company Limited (listed in
Hong Kong) and Tai Ping Carpets 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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EERSEBEEBEAEBNEAER(E)

Mr. Winston LO Yau-lai

SBS, BSc, MSc
Non-executive Director

Mr. Lo, aged 80, 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 62, 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
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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EERSEBEEBEAEBNEAER(E)

Mr. Adrian David LI Man-kiu

MA (Cantab), MBA, LPC, JP
Co-Chief Executive and Member of the Environmental, Social, and
Governance Committee

Mr. Li, aged 48, 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). He previously served as a Non-executive
Director of The Berkeley Group Holdings plc (listed in London).
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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 and Legislative Council Members of the Hong Kong
Special Administrative Region (“HKSAR") as well as deputies of the
HKSAR to the 13th National People’s Congress.

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.
He is also a Member of the Hong Kong Academy of Finance and
has been conferred as an Honorary Certified Banker by The Hong
Kong Institute of Bankers.

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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EERSEBEEBEAEBNEAER(E)

Mr. Brian David LI Man-bun

JP, MA (Cantab), MBA, FCA
Co-Chief Executive and Member of the Environmental, Social, and
Governance Committee

Mr. Li, aged 47, 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 Smart Energy Company Limited (formerly known
as Towngas China Company Limited) (listed in Hong Kong),
Shenzhen Investment Holdings Bay Area Development Company
Limited (listed in Hong Kong), China Overseas Land & Investment
Limited (listed in Hong Kong) and Guangdong 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, and a Vice
Chairman of the Asian Financial Cooperation Association.

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 Member of the Hong Kong Academy of
Finance and 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

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

Dr. Ng, aged 43, 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 Hong Kong Metropolitan
University in 2016 and was conferred Honorary Fellow of The Hong
Kong University of Science and Technology in 2021.

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 President
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, an Advisor of Our Hong
Kong Foundation, a Council Member of Hong Kong Chronicles
Institute Limited, a Council Member of the Employers’ Federation
of Hong Kong, a Member of the Board of Hong Kong Science and
Technology Parks Corporation, the Chairman of Greater Bay Area
Homeland Youth Community Foundation Limited, a Member of the
Board of Mind Mental Health Hong Kong Limited, a member of the
Estate Agents Authority of the Government of Hong Kong Special
Administrative Region, a member of the Council of the University
of Hong Kong, 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 member of the Cyberport Advisory
Panel of Hong Kong Cyberport Management Company Limited, a
Director of The Real Estate Developers Association of Hong Kong
and a Director of The Community Chest of Hong Kong.
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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 77, was appointed a Director in 2015. He is an
Independent Non-executive Director of Chugai Pharmaceutical
Co., Ltd., Rengo Co., Ltd., The Royal Hotel, Limited and TV
TOKYO Holdings Corporation, all of which are companies listed
in Japan. Mr. Oku is also the Honorary Advisor of Sumitomo
Mitsui Financial Group, Inc. ("SMFG" )Nt (listed in Japan and
USA). He was an Auditor of Nankai Electric Railway Co. Ltd.
(listed in Japan) and an Independent Non-executive Director of
Komatsu Ltd., Kao Corporation and Panasonic Corporation, all
of which are 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 2009.

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 76, 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).

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 a Non-official Member
of the Candidate Eligibility Review Committee of the HKSAR. She
is also serving as the Chairman of Board of Management of the
Endeavour Education Centre Limited and the Endeavour Education
Trust and a Member of Hong Kong Laureate Forum Council.

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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EERSEBEEBEAEBNEAER(E)

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 66, 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 and a member of its
connected transactions control committee and risk 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 69, 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 the Supervisor of BEA China.
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EERSEBEEBEAEBNEAER(E)

Dr. Delman LEE

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

Dr. Lee, aged 54, was appointed a Director in 2017. He is
currently the Vice Chairman of TAL Apparel Limited. He is also a
Non-executive Director of Tradelink Electronic Commerce Limited
(listed in Hong Kong). He was a Non-executive Director of Dairy
Farm International Holdings Limited (listed in London, Bermuda
and Singapore).

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.
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EERSEBEEEAENBEAEN (F)

Mr. William Junior Guilherme DOO

BA, MA (Oxon), JP

Independent Non-executive Director, Member of the Audit
Committee, the Risk Committee and the Environmental, Social, and
Governance Committee

Mr. Doo, aged 48, was appointed a Director in 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
Lifestyle Services 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 of Fight Crime Committee and
a member of the Correctional Services Department Complaints
Appeal Board.

Mr. Doo graduated from University of Oxford with B.A. and M.A.
degrees in Jurisprudence and he is elected as Foundation Fellow of
Wadham College, University of Oxford. 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.
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EERSEBEEBEAEBNEAER(E)

Dr. David MONG Tak-yeung

BSCEE, DSocSc, DBA, The Order of the Rising Sun, Gold Rays with
Neck Ribbon

Independent Non-executive Director, Member of the Nomination
Committee, the Remuneration Committee and the Environmental,
Social, and Governance Committee

Dr. Mong, aged 59, was appointed a Director in January 2021. He
is currently the Chairman and Chief Executive Officer of Shun Hing
Group, which has been the exclusive regional representative of a
famous brand of home appliances, Panasonic (formerly National),
for many decades. He is the President of the Hong Kong & Kowloon
Electrical Appliances Merchants Association Limited and the Vice
Chairman of Occupational Safety and Health Council.

Dr. Mong obtained a Bachelor of Science in Electrical Engineering,
University of California, Los Angeles and a Master of Business
Administration, Santa Clara University, California. Dr. Mong was
conferred Doctoral Degrees of Social Sciences, honoris causa from
the University of Hong Kong and Hong Kong Baptist University
and Doctoral Degree of Business Administration, honoris causa
from Hong Kong Polytechnic University. Dr. Mong is an Honorary
Fellow of the University of Hong Kong and the Chinese University
of Hong Kong, as well as a Fellow of The Hong Kong Management
Association. He was awarded the Order of the Rising Sun, Gold
Rays with Neck Ribbon by the Government of Japan.

Dr. Mong is an Independent Non-executive Director and the
Chairman of the Nomination Committee of Blue Cross (Asia-Pacific)
Insurance Limited, the Bank’s wholly-owned subsidiary, and an
Independent Non-executive Director of Blue Care JV (BVI) Holdings
Limited which is an 80% owned subsidiary of the Bank.
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Dr. Francisco Javier SERRADO TREPAT
Non-executive Director and Member of the Nomination Committee

Dr. Serrado, aged 63, was appointed a Director in January 2021.
He is currently the Asia Regional Manager of Criteria Caixa, S.A.,
Sociedad Unipersonal¥et (“Criteria”). He possesses extensive
knowledge and skills and has more than 35 years of experience in
banking and finance-related industries, including about 30 years of
experience working in Mainland China. His major responsibilities
include overseeing the operations (including establishment) of
banking and finance entities of Criteria in Mainland China and
other regions in Asia. Dr. Serrado was the Asia Regional Manager
of CaixaBank, S.A. (listed in Spain) since 2007 until February 2022.

Among other academic and professional qualifications, Dr. Serrado
holds a PhD degree in Economics from Columbia University; a PhD
in Economics from the University of Philippines Diliman; and an
MBA degree from The London School of Economics and Political
Science. He was awarded the Cross of the Order of Civil Merit (2020)
at the behest of His Majesty King Felipe VI of Spain in recognition
for his achievements in economic cooperation, investment and
trade between the People's Republic of China and Spain.

Note - Criteria is 100% owned by Fundacién Bancaria Caixa d‘Estalvis i Pensions de
Barcelona, “la Caixa” (“la Caixa”). Both Criteria and “la Caixa” 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
“Interests of Substantial Shareholders and Other Persons” section of the
Report of the Directors.
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SENIOR MANAGEMENT SEEEAR

Mr. Adrian David LI Man-kiu ZRBEE

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

(Biographical details are set out on pages 50 and 51) (BN ERBEIRES0 B 51 E)
Mr. Brian David LI Man-bun TRMEE

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

Biographical details are set out on page 52 S S| Sl | A et
(Biograp page 52) (EAERHFIRE 52 E)
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Mr. Samson LI Kai-cheong

FCCA, CPA, FCG, HKFCG, HKSI
Deputy Chief Executive & Chief
Investment Officer

Mr. Li, aged 61, 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 Chartered Governance
Institute, The Chartered Governance Institute, 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, FCG, HKFCG, Fellow CB
Deputy Chief Executive & Chief
Operating Officer

Mr. Tong, aged 62, 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 Chartered Governance Institute and
The Chartered Governance Institute as well as an Associate of The
Chartered Institute of Bankers. He holds a BSc from the University
of Manchester.
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SPECIAL ADVISOR TO THE BOARD
Dr. Isidro FAINE CASAS

BOARD

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)

Professor Arthur LI Kwok-cheung
(Deputy Chairman)

Mr. Aubrey LI Kwok-sing

Mr. Winston LO Yau-lai

Mr. Stephen Charles LI Kwok-sze

Dr. Daryl NG Win-kong

Mr. Masayuki OKU

Dr. Francisco Javier SERRADO TREPAT

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
Dr. David MONG Tak-yeung
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BOARD COMMITTEES

Mr. Meocre LI Kwok-wing* (Chairman)

EEERTRES

FEREE* (FF)

Dr. Allan WONG Chi-yun* BEfMEL*
Dr. the Hon. Henry TANG Ying-yen* BREEL
Dr. Delman LEE* TEAEL
Mr. William Junior Guilherme DOO* HRMEE

Dr. Allan WONG Chi-yun* (Chairman)

BEFmEL* (FE)

Dr. the Hon. Sir David LI Kwok-po ZHERT
Mr. Masayuki OKU RIEZERE
Dr. the Hon. Henry TANG Ying-yen* BRFHEL >
Dr. the Hon. Rita FAN HSU Lai-tai* SEREREL
Dr. Delman LEE* TEIARB L *

Dr. Francisco Javier SERRADO TREPAT

Francisco Javier SERRADO TREPAT {#+

Professor Arthur LI Kwok-cheung? TEHEHR

Dr. David MONG Tak-yeung** REBEL

Dr. the Hon. Rita FAN HSU Lai-tai* (Chairman) BHREREL* (£EF)
Dr. Allan WONG Chi-yun* BEfMEL*

Dr. the Hon. Henry TANG Ying-yen* BREEL
Professor Arthur LI Kwok-cheung ZEEHRR

Dr. David MONG Tak-yeung* SEEEL

Dr. the Hon. Henry TANG Ying-yen* (Chairman) EBRE#EL* (FE)
Dr. Allan WONG Chi-yun* BEfMREL

Mr. Aubrey LI Kwok-sing TEEXE

Dr. Daryl NG Win-kong BB

Mr. Meocre LI Kwok-wing* TR KL

Dr. Delman LEE* TEIAB L *

Mr. William Junior Guilherme DOO* HREEE

Dr. Delman Lee* (Chairman) TREREL* (F/F)
Mr. Adrian David LI Man-kiu TREBXE

Mr. Brian David LI Man-bun ZRMEE

Mr. William Junior Guilherme DOO* HREEE

Dr. David MONG Tak-yeung* EEEEL

* Independent Non-executive Director
# Appointed as Member of NC on 1st April, 2021
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EXECUTIVE CHAIRMAN

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

SENIOR ADVISOR

Mr. CHAN Tze-ching
BBS, JP

SENIOR MANAGEMENT

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

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

Mr. Samson LI Kai-cheong
FCCA, CPA, FCG, HKFCG, HKSI

Mr. TONG Hon-shing
BSc, ACIB, FCG, HKFCG, Fellow CB

COMPANY SECRETARY

Mr. Alson LAW Chun-tak
FCCA, FCPA, FCG, HKFCG

AUDITOR

KPMG

Certified Public Accountants

Public Interest Entity Auditor registered in accordance with the
Financial Reporting Council Ordinance
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EXECUTIVE CHAIRMAN AND SENIOR MANAGEMENT
BITEERSEEEAR
1. Dr. the Hon. Sir David LI Kwok-po

FEHERL

2. Mr. Adrian David LI Man-kiu
ZRBLEE

3. Mr. Brian David LI Man-bun
ZRBEE

4. Mr. Samson LI Kai-cheong

FHEKE

5. Mr. TONG Hon-shing
EEREE
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With about 150 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.

RL|ITAREBHRBL150ERE - BEANBERBREERE - AhERMME - R - REMER -

HONG KONG BRANCH NETWORK & &2 1T#34&

SBP Main Branch 1T Kowloon Branches JLEEZ 1T New Territories Branches #1217
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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
their roles in the application of effective governance policies and processes. A Corporate Governance Policy has also been
established 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, 2021.

Governance Overview

Board Features

¢ Roles of Chairman and Chief Executive are separate

e 7 out of 17 Directors are INEDs, representing an INED ratio of 41%
e Credible and influential INEDs

e Competent Board consisting of Directors with diverse expertise and experience

Board Practices and Activities at a Glance

e 7 Board and 12 Board Committee meetings in 2021

e 100% attendance rate of Board meetings

¢ Sound induction and continuous development training programmes with 72 training activities arranged for Directors
e Review of Strategic Plan and Risk Appetite

e Annual Review of Corporate Governance Framework

e Annual Review of Management Succession Plan

e Annual evaluation of Board performance

e Periodic review of Bank Culture Reform

e Review of the ESG Report

Corporate Governance Practices

During the year ended 31st December, 2021, the Bank has complied with all 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 the circular on Bank
Culture Reform issued by the HKMA. In supporting prudent risk management and upholding 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; the Statement on Anti-Money Laundering and
Counter-Financing of Terrorism and the Human Rights Policy on the website of the Bank.

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. Having made specific enquiry by the Bank, all Directors confirmed that they had complied with the
required standard set out in the Model Code and the Bank's Policy at all the applicable time during the year ended 31st
December, 2021.

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.
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A. BOARD OF DIRECTORS

Board Structure and Delegation

The Bank is headed by an effective Board which assumes responsibility for leadership and control of the Bank. The Bank
currently has 6 Board Committees with defined terms of reference of respective Committees. A summary of their key
responsibilities is shown below:

Board

e Collectively promoting the success of the Bank by directing and supervising the Bank’s affairs
e Providing strategic direction and overseeing effective implementation of pre-determined objectives by the Senior Management
¢ Delegating the day-to-day operation and administration of the Bank’s business to Co-Chief Executives and Deputy Chief Executives

Board Committees

Environmental,

Audit
Committee

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

More details from
pages 88 to 90.

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 92 to 94.

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 96 to 98.

Risk
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
page 98.

Management
Committees under
the oversight of Risk
Committee

o Crisis Management
Committee

o Risk Management
Committee

¢ Asset and Liability
Management
Committee

o Credit Committee

¢ Operational Risk
Management
Committee

Social, and Sealing
Governance Committee
Committee

Oversight and review
of the Group's
ESG-related issues,
ESG performance;
monitoring ESG
strategies, policies and
practices in compliance
with related regulatory
requirements.

Directing the usage
and custody of the

More details on
page 100.

Management
Committee under
the oversight of ESG
Committee

 £SG Steering
Committee

Bank’s common seal.

Management
Committees

Executive Committee

* Assisting and
supporting Co-Chief
Executives to manage
the businesses and
operations of the
Bank Group ata
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.
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Key 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 relevant regulatory requirements.

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

Corporate Strategy: Financial:

e Strategic plan and objectives e Capital plans and management

e Setting corporate values and standards e Financial Reports and Business Plans

e Substantial investment or disposal of Group’s
assets

Corporate governance: Board / management membership:

e Matters in relation to corporate governance ¢ Appointments, removal and succession planning
functions of Directors, Chief Executives, Deputy Chief

¢ Risk management and internal controls Executives and Key Personnel of the Bank

® ESG-related issues
¢ Notifiable and/or Connected Transactions under
the Listing Rules

Board Composition
The Board currently has 17 Directors, including 3 EDs, 7 NEDs and 7 INEDs. 41% 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 Bank’s affairs. 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 websites of HKEX and
the Bank. The compositions of the Board and Board Committees are shown on pages 64 and 65 under the Corporate
Information. The biographical details of Directors are shown from pages 44 to 61 under the Biographical Details of
Directors and Senior Management and also published on the Bank’s website.
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An analysis of the Board composition and skills matrix during the year is set out below:

Board composition

Independence Age Group Ethnicity
3 A 2
Male ? 7
2
7
4 15
Female Executive Directors 40-50 Chinese
Non-executive Directors 51-60 Non Chinese
Independent 61-70
Non-executive Directors Over 70
Tenure of office Directorship(s) in other listed companies
1-10 years 1 0-1 6
11-20 years 2 2-3 6
21-30 years 3 4-5 5
Over 40 years 1
Board Expertise and Skills
Financial, Accounting and Financial Reporting 14 82%
Risk Managment and Compliance 1 65%
Banking 10 59%
Investment Management 9 53%
Insurance 4 24%
Industry Expertise 9 53%
Senior Management Role 17 100%
Regulation and Public Policy 8 47%
China Experience 14 82%
Global Business 15 88%
Technology 7 41%
Sustainability / ESG 10 59%

Notes:

Financial, Accounting and Financial Reporting — Expertise and work experience in financial market, financial reporting and auditing

Risk Management and Compliance — Regulatory and Compliance expertise in managing and overseeing risk in public and private companies and
in other contexts.

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

Investment Management — Work experience in asset management and portfolio management

Insurance — Work 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 mainland 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

Sustainability / Environmental, Social, and Governance (ESG) — Expertise and/or experience in developing, promoting or ensuring the effective
delivery of an organisation’s sustainability / ESG strategies, policies and objectives
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Executive Chairman and Co-Chief Executives

Separation of the roles of the Chairman and Chief Executive enhances accountability and responsibility of each
position. The roles and responsibilities of the Executive Chairman and Co-Chief Executives are clearly set out in their
respective job mandates.

Key Responsibilities

Dr. David Li Kwok-po (Executive Chairman)

e Provides leadership to the Board

e Manages relationships with stakeholders

e Ensures the Board's overall effectiveness

e Ensures all Directors receive, in a timely manner, adequate information to enable them to make informed decision
e Encourages all Directors to make full and active contribution to the Board’s affairs

e |eads the Board to act in the best interests of the Bank and its shareholders as a whole

Co-Chief Executives

Mr. Adrian David Li Man-kiu Mr. Brian David Li Man-bun

* Mainly focuses on the Bank Group’s Hong Kong o
business

Mainly focuses on the Bank Group’s China and
international businesses

* Lead day-to-day management of the Bank Group
* Set strategic direction and vision of the Group

* Review key risk issues, major branding and marketing campaigns, human resources situation and financial
performance of the Group

Board Process

The Bank is committed to providing timely and appropriate information to the Board of Directors in order to assist them
in making informed decisions and discharging their duties and responsibilities to the Group effectively.

Participation in Board /

Schedule of meetings Meeting agenda Dlspatch Cij Board Committee Minutes
meeting papers .
meetings
e Dates of regular Board e Approved by the ¢ Agenda and board e Directors make their ¢ Included sufficient

meetings and most of
the Board Committee
meetings are scheduled
in the prior year

Board Meetings are
held at least 5 times a
year and no less than
once in each quarterly
interval

Special Board meetings
are held when
necessary

At least 14 days’ notice
is served before each
regular meeting

Executive Chairman
following consultation
with Directors and the
Senior Management
to include matters

for discussion in the
agenda

papers are dispatched
to Directors at least 7
days prior to the date
of Board Meeting

* Meeting materials are
sent via electrionic
means / paper form
in a secure and timely
manner

best endeavor to
participate in meetings
either in person

or through other
electronic means of
communication (e.g.
teleconference or
webex)

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

Directors with different
views are welcomed to
voice their independent
views at the meetings

details of the matters
considered / discussed
and the decisions
reached by the Board or
the Board Committees

Included any concerns
raised and dissenting
views expressed by
Directors

Draft and final version
are circulated to
Directors for comment/
record in a timely
manner

Kept by the Company
Secretary and open for
inspection by Directors
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Meeting with INEDs

The Executive Chairman also meets with the INEDs to seek their views on issues relating to the Bank at
least once every year in the absence of the other EDs, NEDs and the Senior Management.

The Board meets with the HKMA regularly to maintain good communication. The HKMA will also meet
with the INEDs separately for exchange of views.

Meeting with Senior Executives of the Bank

The Board also meets regularly with senior executives of the Bank who are responsible for internal audit,
risk management and compliance functions of the Bank respectively to review policies and controls in
order to identify improvement areas and address significant risks and issues of the Group.

The Bank has also established written procedures to enable the Directors, upon reasonable request, to seek independent
professional advice in appropriate circumstances to assist them in making informed decisions and discharging their duties
to the Group, at the Bank's expense.

The Bank has arranged an appropriate Directors & Officers Liability and Company Reimbursement Insurance to indemnify
directors and officers of the Group against liabilities incurred by them arising from their discharge of duties and
responsibilities as the Group's directors or officers. The scope of the insurance is reviewed annually.
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Directors’ Attendance Records

In 2021, 7 Board meetings (including a meeting attended by the HKMA) were held with an attendance rate of 100%.

Attendance records of Directors at BMs, ACMs, NCM, RemCoM, RCMs, ESGCMs and the AGM held in 2021 are as follows:

Number of meetings attended/held in 2021
Directors BM ACM NCM RemCoM RCM ESGCM AGM

Executive Directors:
David LI Kwok-po

(Executive Chairman) 717 - 11 - - - il
Adrian David LI Man-kiu
(Co-Chief Executive) 717 - - - - 2/2 11
Brian David LI Man-bun
(Co-Chief Executive) 7/7 - - - - 2/2 IVAl

Non-executive Directors:
Arthur LI Kwok-cheung

(Deputy Chairman) 717 - iVAl il - - 1N
Aubrey LI Kwok-sing 7/7 - - - 4/4 - 171
Winston LO Yau-lai 7/7 - - - - - 1Al
Stephen Charles LI Kwok-sze 7/7 - - - - - 171
Daryl NG Win-kong 77 - - - 4/4 - 171
Masayuki OKU 717 - I7Al - - - 11
Francisco Javier SERRADO TREPAT 717 - 11 - - - 171

Independent Non-executive Directors:
Allan WONG Chi-yun

(Deputy Chairman) 717 4/4 11 iVal 4/4 - VAl
Rita FAN HSU Lai-tai 717 - 1Al 11 - - 11
Meocre LI Kwok-wing 717 4/4 - - 4/4 - I7Al
Henry TANG Ying-yen* 77 4/4 171 0/1 4/4 - 1”7
Delman LEE 717 4/4 11 - 4/4 2/2 11
William Junior Guilherme DOO 7/7 4/4 - - 4/4 2/2 171
David MONG Tak-yeung 77 - 7 11 - 2/2 11
Average attendance rate 100% 100% 100% 80% 100% 100% 100%

* Dr. Henry Tang was unable to attend a RemCo meeting due to prior commitment. Nevertheless, Dr. Tang was provided with all meeting
materials and discussion on some important issues was arranged ahead of the said meeting.

Directors’ 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 their roles. Directors have 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 and an indication of time involved.

The Bank has given guidelines on Directors’ time commitment and received confirmation from each Director that he/she
has spent sufficient time, attention and efforts to the affairs of the Bank during the year ended 31st December, 2021.
None of the Directors held directorships in more than six public companies (including the Bank) during the year. The
Bank conducts an annual assessment of, inter alia, Directors’ time commitment to facilitate assessment of the on-going
suitability of each Director.
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Conflicts of Interest

The Bank has adopted the Directors’ Code of Conduct and Policy on Conflict of Interests (the “Policy”) that:

e 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; and

e 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.

Induction and Continuous Professional Development

A newly appointed Director will receive an Information Package from the Company Secretary upon his/her appointment.
This Information Package, containing, inter alia, materials on the operations and businesses of the Bank, is a
comprehensive, formal and tailored induction on the responsibilities and on-going obligations to be observed by a
Director. The Senior Management and the Company Secretary will subsequently conduct a briefing as necessary, to
ensure that the Director has a proper understanding of the operations and businesses of the Bank as well as his/her role
and responsibilities as a Director of the Bank. A reminder on on-going obligations to be observed by a Director of the
Bank is sent to each Director annually.

During the year, all Directors of the Bank participated in continuous professional development covering, among others,
areas of directors’ duties and responsibilities, operations and businesses of the Bank, corporate governance and changes
in regulatory requirements etc. to develop and refresh their knowledge and skills. All current Directors had provided to
the Bank a record of trainings they received in 2021.
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The following summarises key areas of trainings™°*® received by current Directors of the Bank during 2021:

e-learning on
Corporate requlatory
Governance Bank’s requirements Fintech/
and Risk Regulatory | businessand | arranged by Cyber
Directors Management |  Update | management | regulator | Bank Culture | AML/CFT Security
Executive Directors:
David LI Kwok-po v v v v v 4 v
(Executive Chairman)
Adrian David LI Man-kiu v v v v v v v
(Co-Chief Executive)
Brian David LI Man-bun v v v v v v v
(Co-Chief Executive)
Non-executive Directors:
Arthur LI Kwok-cheung v v v v v 4 v
(Deputy Chairman)
Aubrey LI Kwok-sing v v v v v 4 4
Winston LO Yau-lai v v v 4 4 v
Stephen Charles LI Kwok-sze v v v v v v
Daryl NG Win-kong v v v v v 4
Masayuki OKU v 4 v 4 v v
Francisco Javier SERRADO TREPAT v v v v 4 4 4
Independent Non-executive Directors:
Allan WONG Chi-yun v v v v 4 v
(Deputy Chairman)
Rita FAN HSU Lai-tai v (4 v v 4 v
Meocre LI Kwok-wing 4 v v v 4 4 4
Henry TANG Ying-yen v v v v v 4 v
Delman LEE v v v 4 v v
William Junior Guilherme DOO v 4 v v 4 4 v
David MONG Tak-yeung v v v v v 4

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

Directors’ training.
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B. BOARD COMMITTEES

The Board has delegated authority to specialised committees as follows to deal with specific matters under defined terms
of reference of respective Committees. The composition and terms of reference of these Committees are reviewed and
updated periodically to align with the regulatory requirements, the Group’s business and changes in governance practices.
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.

Membership
Board
Environmental,
Audit Nomination Remuneration Risk Social, and Sealing
Committee Committee Committee Committee Governance Committee
Committee

Mr. Meocre Li* Dr. Allan Wong* Dr. Rita Fan* Dr. Henry Tang* Dr. Delman Lee* All current Directors
(Chairman) (Chairman) (Chairman) (Chairman) (Chairman)
Dr. Allan Wong* Dr. David Li Dr. Allan Wong* Dr. Allan Wong* Mr. Adrian Li
Dr. Henry Tang* Mr. Masayuki Oku Dr. Henry Tang* Mr. Meocre Li* Mr. Brian Li
Dr. Delman Lee* Dr. Rita Fan* Professor Arthur Li Mr. Aubrey Li Mr. William Doo Jr*
Mr. William Doo Jr* Dr. Henry Tang* Dr. David Mong* Dr. Daryl Ng Dr. David Mong*

Dr. Delman Lee* Dr. Delman Lee*

Dr. Javier Serrado Mr. William Doo Jr*

Professor Arthur Li
Dr. David Mong*

* Independent Non-executive Directors

A joint meeting of the Chairmen of the AC and RC shall be held 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.

A joint meeting of the Chairmen of the AC, RemCo and RC shall be held on a need basis to discuss the alignment of risk
and remuneration, and bank culture reform of the Bank.

B1. Audit Committee

The Bank has established an AC with specific written Terms of Reference (available on the websites of HKEX and the
Bank) which deal clearly with its authorities and duties included in CG Code.

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 Board has delegated its corporate governance functions as set out in Code Provision A.2.1% of the CG Code to
the AC.

The AC comprises 5 members and all of them are INEDs. Their names and biographies are set out in the Corporate
Information and Biographical Details of Directors and Senior Management of the Annual Report 2021. No former partners
of the Bank’s external auditors are 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.

Note: Changed to Code Provision D.3.1 with effect from 1st January, 2022
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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 number of meetings held by the AC and attendance of individual members at ACM in 2021 is recorded on page 82.

The following is a summary of the major work performed by the AC for the year 2021 and up to 24th
February, 2022:

e 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;

e Reviewed the training and continuous professional development of Directors and Senior Management;

e Reviewed the policies and practices on compliance with legal and regulatory requirements;

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

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

e Reviewed external auditors’ annual audit plan, management letter and management’s response;

e Reviewed and approved the appointment of external auditors for providing non-audit services to the Group;

e Reviewed the Auditors’ Independent Assurance Reports in respect of the Bank’s financial disclosures under
the Banking (Disclosure) Rules and Part 6 of the Financial Institutions (Resolution) (Loss-absorbing Capacity
Requirements — Banking Sector) Rules for 2020, the six months ended 30th June, 2021 and for 2021,

e Reviewed and recommended to the Board for approval of the audit fee proposal for the Group for 2021;
e Recommended to the Board to re-appoint KPMG as the Group’s external auditor for 2021 and 2022;

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

e 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;

e Reviewed the Auditor’s Report regarding the internal control systems for 2020 prepared under section 63(3A) of
the Banking Ordinance;

e Reviewed the on-site examination reports of the HKMA issued in 2021;
e Reviewed the Interim Report and the interim results announcement for the six months ended 30th June, 2021;
e Reviewed the audited financial statements and final results announcement for 2021; and

e Reviewed and approved Group internal audit plan for 2022.

The Board agreed with the AC’s proposal for the re-appointment of KPMG as the Group’s external auditor for 2022. The
recommendation will be presented for the approval of shareholders at the 2022 AGM.

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.



REWRITEMRAT | 2021 F#H 91

TEERERE (E)

%V? SEReRFFARKRD 4R - UTER - BETEAER - BFTRAER - HtbSRITHA 8 RIMNEZEED
EE@E o N ERTER  BETRER  AITBERNEMSRITRASRENERT - JMNEZEED
E@%V?%@ﬁi%% TEH

BERZBEN 2021 FRITNGHRENERKEN L FECHHENFESIA

EREESEFARR2021FERBE2022F 224 BN EETIF  BHEWOT :

o MIMHERTEXEARBTITNERRLESR  BRLXEAEER URNEERBA TAEESRLEZS
s BAEERSEEEABNEIIRSETERER

o RNEETAREMEERE N MHBERLER

o MIEEREFNRTERARTM

o MIET(EEERTR) WERMELFEE RS NHIRE

o BRINEZBEMAB EERENRE TR

o ERSMNEZBMNFERLEE  REEENERIENRARG RERENEE

o EBNMHUER BINEZBE R A S BERH IR -

o EMINEZERIFMAITRE CGRITE (WEARL)) (S m#E (EE#S) (RKEBENRTE — BT
) BED Be 2 WBEERMEHABEZ 2020FE 202196 A30H1E6 @A & 2021 FEMBEHE
RIBN FERRE

o FHRMESSHEBINE 2021 FEBNZBBRES
s NEFSEFEREFHSIEBAANER 2021 FE K 2022 FEHIINEZEED
o EMREAEERAREENSIEEEAMEEFEOANEEZRS

o EHATTEF  BRAMBEBRBEE TNER  EEMLR  ULEEANEZIEEMBEELL RN © &
SEBZBRERE AN

o B CIRITEIRA) % 63(3A) 152020 FE A EBEIE R Z BRI MRS
e HHEER2021 FABLENRSELERE

o HBIBZE2021F6A30H L6 EAMPHBERPREERE

o FHI2021 FELERVBRELREFEERES K

o FBINHAE 2022 FEKBENAFTEZETE

“?ﬁéﬂ ENEEREREERAGTMEBIRAEE 2022 FEINEZBENN R o HERZE ML 2022 IR
FFEEe LRETFRRIE -

AITERIL R ESMNEE R R R IR BURIFH R - FIAZR EINE BB R HIFRBURE O RA - DARERIMNIEIZE
0k AVA



92 The Bank of East Asia, Limited | Annual Report 2021

CORPORATE GOVERNANCE REPORT (CONTINUED)

B2. Nomination Committee

The Bank has established an NC with specific written Terms of Reference (available on the websites of HKEX and the
Bank) which deal clearly with its authorities and duties, including the specific duties set out in the CG Code, with
appropriate modifications where necessary.

The NC is responsible for recommending to the Board on relevant matters relating to:

e appointments, re-appointment, removal and succession planning of Directors, Chief Executive / Co-Chief Executives,
Deputy Chief Executives, Group Chief Compliance Officer, Group Chief Auditor, Group Chief Financial Officer, Group
Chief Risk Officer, and Division Heads;

e defining succession planning and diversity of the Board; and
e performing evaluation of the Board performance and Directors’ contribution to the effectiveness of the Board.

The NC comprises 9 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 Annual Report 2021.

The number of meetings held by the NC and the attendance of individual members at NCM in 2021 is recorded on page 82.

The following is a summary of the major work performed by the NC for the year 2021 and up to 24th
February, 2022:

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

e Considered and recommended to the Board for re-election of Dr. the Hon. Sir David LI Kwok-po, Dr. Allan WONG
Chi-yun, Mr. Aubrey LI Kwok-sing, Mr. Winston LO Yau-lai, Mr. Stephen Charles LI Kwok-sze, Dr. Daryl NG Win-
kong, Mr. Masayuki OKU and Dr. the Hon. Rita FAN HSU Lai-tai as Directors of the Bank to be proposed for
shareholders’ approval at the 2022 AGM.

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 independence, gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and length of service.
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Appointments and Re-election of Directors

The Bank uses a formal, considered and transparent procedure for the appointment of new Directors and has adopted
Procedures for Nomination of Director (by the Board of Directors and by Shareholders respectively), which set out the
procedures for the NC to evaluate a proposed candidate to be nominated to the Board for appointment as a Director of
the Bank (as summarised below) or to the shareholders of the Bank for election as a Director of the Bank. The Procedures
for Nomination of Director by Shareholders is available on the website of the Bank.

For considering the suitability of the proposed candidate for appointment as Director of the Bank, the NC shall perform
a "fit and proper” assessment taking into account, inter alia, the proposed candidate’s accomplishment and experience
in the banking and/or commercial sector, reputation for integrity, professional and education background, time
commitment, and other relevant factors with regard to the Diversity Policy as determined by the Board from time to time,
pursuant to the requirements of relevant rules and regulations.

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 from 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 next
following 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.

NC to review
curriculum

Recommendation
from the Chairman
of the Board or
other Directors

vitae and assess
independence (if
applicable) of the
proposed candidate
for “fit and proper”
assessment and
compliance with
relevant regulatory
requirements as set
out in the Listing
Rules and CG-1
for the Board’s
consideration and
approval

Approval by
the Board of
Directors after
considering the
recommendation of
NC

Obtain HKMA's
approval for
the proposed
appointment

pursuant to the

Banking Ordinance

The Bank will issue
an announcement
for the appointment
of the proposed
Director which
will be subject
to re-election by
Shareholders at
the next following
general meeting
after his/her
appointment

Evaluation of the Board and Directors

During the year, the Bank conducted an evaluation of the Board effectiveness as a whole and contributions made by each
Director to the Board effectiveness in the form of a questionnaire to all Directors individually.

The evaluation covered a diverse range of topics including 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 2021. 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.
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B3. Remuneration Committee

The Bank has established a RemCo with specific written Terms of Reference (available on the websites of HKEX and
the Bank) which deal clearly with its authority and duties, including the specific duties set out in the CG Code, with
appropriate modifications where necessary.

The RemCo 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 RemCo 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 Executive or any of their associates will be involved in deciding his/
her own remuneration.

The RemCo comprises 5 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 Annual Report 2021.

The number of RemCo meetings held in 2021 and the attendance records of individual members at RemCoM are shown
on page 82.

The following is a summary of major work performed by the RemCo during and for the year 2021:

e Reviewed the 2020 Variable Remuneration for members of Senior Management and Key Personnel;
e Reviewed the vesting of Deferred Variable Remuneration for the Awards of the Year 2017 to 2019;
e Considered the Fifth Offer and Grant of Options under the Staff Share Options Scheme 2016;

e Reviewed the list of Individual Material Risk Takers for 2021 and considered the Salary Review for Senior
Management and Key Personnel for 2021;

e Considered the General Staff Annual Salary Review 2021;

e Reviewed the 2021 Annual Salary Review for Staff of Mainland China, Overseas Branches and Subsidiaries;
e Reviewed the Usage of Salary Increment Budget for 2020;

e Reviewed the Total Variable Pay Pool for 2020;

e Reviewed the Audit Result on the Bank’s Remuneration System for 2020;

e Reviewed BEA’s Performance Scorecard for 2021;

* Reviewed the Performance & Behavioural Goals Worksheets of the Executive Chairman, Co-Chief Executives and
Deputy Chief Executives for 2021;

e Reviewed the Terms of Reference of the RemCo;
e Reviewed the Remuneration Policy; and

e Reviewed the progress of Bank Culture Reform.
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The Bank provided the oversight of the Bank Culture Work Group (“BCWG") with the RemCo to advise and assist the
Board in discharging its responsibilities for the Bank’s culture-related matters. The Bank reported to RemCo the Culture
Dashboard which was revamped (effective from 2021 onwards) to include 13 Bank Culture Indicators covering tone
from the top communications, trainings to senior executives, recognition of exemplary behaviour, employee feedback,
customer feedback, misconducts, grievances, whistleblowing cases, customer compliments, substantiated customer
complaints, regulatory breaches, market risk limit breach, and internal audit findings rectification. Monitoring of human
rights breaches has been incorporated into the Bank Culture Dashboard from the third quarter of 2021 onwards to allow
BCWG to scrutinise the related areas across the Bank.

B4. Risk Committee

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

The RC is assisted by 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 RC 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 Annual Report 2021.

RCMs are held on a quarterly basis, or as required. During the meetings, RC 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 RC.

The number of RC meetings held in 2021 and the attendance records of individual members at RCM are shown on page 82.

The following is a summary of the major work performed by the RC during and for the year 2021:

e Reviewed the Group's Risk Appetite Statement and its revamped mechanism;

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 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;

e 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 RC, Crisis Management Committee, Risk Management Committee,
Credit Committee, Asset and Liability Management Committee and Operational Risk Management Committee;
and

e Reviewed the Group’s risk management policies, oversaw their implementation and compliance with respective
statutory rules and regulations.
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B5. Environmental, Social, and Governance Committee

The Bank has established an ESG Committee with specific written Terms of Reference (available on the website of the
Bank), which deal clearly with its authorities and duties. The ESG Committee is responsible for overseeing the Group’s
ESG performance. It is assisted by a Management Committee, namely the ESG Steering Committee.

The ESG Committee currently comprises 5 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
Annual Report 2021.

The number of ESGC meetings held in 2021 and the attendance record of individual members at ESGC meetings in 2021
are shown on page 82.

The following is a summary of the major work performed by the ESG Committee during and for the year 2021:

e Reviewed BEA's 2020 ESG Report;

e Approved the Bank’s 2021 ESG goals;

e Approved BEA's ESG strategy framework, including the enhanced vision statement, pillars, and ESG topics;
e Reviewed the Terms of Reference of the ESG Committee and ESG Steering Committee; and

e Reviewed the Group’s Sustainability Policy, Human Rights Policy, Environmental Policy, Slavery and Human
Trafficking Statement, and the Group Responsible Investment Policy.

B6. 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:

Executive Committee
o assists and supports Co-Chief Executives to manage the businesses and operations of the Bank Group at a strategic level
Risk Management Committee

e assists the RC in the daily management of issues related to all major risks faced by the Group including risk
appetites, risk profiles, regulatory updates and stress-testing

Credit Committee

e deals with all credit risk-related issues of the Group

Operational Risk Management Committee

* deals with issues related to operational, legal, reputation, compliance and technology risks of the Group
Asset and Liability Management Committee

» deals with all issues related to market, interest rate and liquidity risks of the Group

Crisis Management Committee

* deals 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

Investment Committee

* reviews and formulates 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

ESG Steering Committee
* sets direction for BEA's ESG strategy and drive the ESG performance of the Bank Group

Material matters will be reported to the Board/Board Committees by the Management Committees according to their
respective Terms of Reference.
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C. REMUNERATION OF DIRECTORS AND SENIOR EXECUTIVES

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

Amount per annum
2021

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
Environmental, Social, and Governance Committee:

Chairman HK$90,000

Other members HK$60,000

Information relating to the remuneration of each Director for 2021 is set out in Note 21 to the accounts on page 227.

Disclosure of Remuneration Policy

In accordance with the latest “Guideline on a Sound Remuneration System” (the “Guideline”) issued by the HKMA in
July 2021, 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 RemCo, 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 RemCo in 2021. The major changes were to further align with
the latest requirements as stipulated in the Guideline, refine the roles and responsibilities of the risk control functions in
the design and implementation of the Bank’s remuneration policy, and further elaborate the approval requirement on
variable remuneration plans.

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.
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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 RemCo 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 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/quantitative 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
overall employee performance measurement and promotes proper employee conduct and behaviour, 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.

To help ensure a balanced evaluation, a series of compliance and risk management factors 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 and compliance are closely monitored at Bank level by various Management Committees
and adjustment will be made to an individual’s variable remuneration when appropriate.

To embed a values-led, high performance culture, the variable remuneration plans are designed to recognise and reward
positive behaviours. Meanwhile, the Bank Group 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, malus of the unvested awards
granted in prior year(s) and clawback of vested awards.

In 2021, in accordance with the Accountability Framework Implementation Guidelines of the Bank, regular accountability
review meetings were held by Senior Management, Group Chief Risk Officer, Group Chief Compliance Officer, Group
Chief Auditor, Head of Human Resources & Corporate Communications, and Head of Legal, Secretarial & Tax Divisions
to ensure that risk and compliance performance of department were taken into due consideration in the determination
of variable remuneration funding and individual performance and reward so as to foster proper risk culture and business
conduct. To enhance openness and transparency, if a formal accountability review of a significant incident is required,
the Accountability Work Group will determine whether any staff member should be held accountable individually or
collectively, or any department should be subject to risk and compliance modification on variable remuneration funding
for the incident.
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Senior Executive Compensation

The RemCo 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 19 General Managers,
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 RemCo takes
into account individual performances, performances of respective divisions and departments, and the Group's overall
business goals and objectives. The Bank is undergoing vendor selection to engage an external consultant to review and
refine the remuneration package of senior management and key personnel to ensure its competitiveness and alignment
with regulatory requirements.

The aggregate payouts for these senior executives for 2021 are shown in the table below in accordance with the
disclosure requirement 3.3 of the Guideline.

Total value of remuneration in 2021

2021 2020 (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 35,955,010 0 35,797,870 0
Variable remuneration
e Cash-based 20,253,200 7,431,800 12,885,001 4,734,111
e Share Options 0 19,721,140 0 12,564,685
(ii) Key Personnel
Number of employees 23 25
Fixed remuneration
e Cash-based 64,654,864 0 59,910,412 0
Variable remuneration
e Cash-based 26,659,992 13,104,008 23,558,095 8,423,405
¢ Share Options 0 4,919,313 0 7,448,663
Total Remuneration 147,523,066 45,176,261 132,151,378 33,170,864

Remarks:

(i) For indication purpose only, the value of share options is calculated based on the fair value of the Bank’s shares on 31st January, 2022 for
2021 and 18th January, 2021 for 2020 respectively.

(i) The remuneration of Key Personnel for 2021 included the remuneration of three Key Personnel who retired from/left the Group on 1st March,
2021, 1st October, 2021 and 1st January, 2022 and two Key Personnel who joined the Group on 12th April, 2021 and 27th September, 2021
respectively. The remuneration of Key Personnel for 2020 included the remuneration of four Key Personnel who retired from/left the Group on
1st March, 2020, 14th March, 2020, 1st April, 2020 and 1st September 2020 and six Key Personnel who joined the Group on 2nd January,
2020, 2nd March, 2020, 14th April, 2020, 23rd June, 2020, 16th September, 2020 and 2nd November, 2020 respectively.

(iii) The 2020 award of share options was not granted to one Key Personnel as the employee left the Group on 1st March, 2021. As such, the
2020 deferred and non-deferred portion of variable remuneration for the related employee were restated.

(iv) The aggregate amount of HK$4,230,092 and HK$3,856,888 sign-on payment was made to four and three Key Personnel of the Group for
2021 and 2020 respectively while no guaranteed bonuses or severance payments was made.
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Total outstanding deferred remuneration in 2021

Vested portion

Unvested portion

Performance
adjustments to
Vested portion

Performance
adjustments to
Unvested portion

Outstanding deferred during the year 2021 | as at the end of 2021 | during the year 2021 | as at the end of 2021
remuneration (HK$) (HK$) (HK$) (HK$)
(i) Senior Management
e Cash-based 11,798,499 13,438,994 0 0
¢ Share Options 12,382,600 22,542,758 3,256,283 874,697
(ii) Key Personnel
e Cash-based 10,119,643 17,373,898 0 0
e Share Options 6,308,678 15,269,667 608,674 198,494

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 2017 variable remuneration award granted in 2018 and vested in 2021, the 2018
variable remuneration award granted in 2019 and vested in 2021 and the 2019 variable remuneration award granted in 2020 and vested
in 2021. The total number of share options granted in 2018, 2019 and 2020 are 6,687,500 shares, 5,850,000 shares and 5,381,829 shares
respectively.

(iii) The unvested cash bonuses and share options relate to the 2018, 2019 and 2020 variable remunerations.

(iv) The outstanding deferred remuneration of Key Personnel in 2021 included the vested and unvested cash bonuses and share options of seven
Key Personnel who retired from/left the Group on 1st May, 2018, 1st August, 2019, 1st September, 2019, 1st April, 2020, 1st September,
2020, 1st March, 2021 and 1st October, 2021 respectively.

(v) These performance adjustments reduced the outstanding balance of deferred remuneration.

Total outstanding deferred remuneration in 2020

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

Outstanding deferred during the year 2020 | as at the end of 2020 | during the year 2020 | as at the end of 2020
remuneration (HK$) (HK$) (HK$) (HK$)
(i) Senior Management

¢ Cash-based 10,541,087 20,503,382 0 0

e Share Options 13,710,184 22,360,673 5,288,839 4,130,980
(ii) Key Personnel

e Cash-based 8,198,523 20,829,166 0 0

e Share Options 6,921,580 11,060,182 1,078,394 807,168

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

(ii) The vested cash bonuses and share options relate to the 2016 variable remuneration award granted in 2017 and vested in 2020, the 2017
variable remuneration award granted in 2018 and vested in 2020 and the 2018 variable remuneration award granted in 2019 and vested
in 2020. The total number of share options granted in 2017, 2018 and 2019 are 6,400,000 shares, 6,687,500 shares and 5,850,000 shares
respectively.

(iif) The unvested cash bonuses and share options relate to the 2017, 2018 and 2019 variable remunerations.

(iv) The outstanding deferred remuneration of Key Personnel in 2020 included the vested and unvested cash bonuses and share options of five
Key Personnel who retired from/left the Group on 1st May, 2018, 1st August, 2019, 1st September, 2019, 1st April, 2020 and 1st September,
2020 respectively.

(v) These performance adjustments reduced the outstanding balance of deferred remuneration.

Other relevant remuneration disclosures are set out in Notes 21, 22 and 50 to the accounts on pages 227, 229 and 350.

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 RemCo. 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.

For employees other than Senior Management and Key Personnel, the Bank adopts a materiality-based deferral
arrangement of variable remuneration, where the total amount of variable remuneration, including cash bonus and any
kind of incentive, will be subject to deferment when certain thresholds of total variable remunerations determined by the
Board of Directors are met. The portion of variable remuneration to be deferred will increase by reference to the total
amount of variable remuneration.

The award of deferred remuneration is subject to a minimum vesting period and pre-defined vesting conditions as
determined by the RemCo 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 RemCo.

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 RemCo. 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.
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D. ACCOUNTABILITY AND AUDIT

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, 2021, the Directors have:

e consistently applied appropriate accounting policies;
e 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 154 to 168.

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.

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, 2021, 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 271 to 319 and “Capital Adequacy” from
pages 364 to 368 of Annual Report 2021 for further details on the processes that the Group uses to identify, evaluate
and manage principal risks.
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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.

e 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.

e 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.

e 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 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 RC, 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.

e 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.

e 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.

e 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.

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.

The Board conducted an annual review of the adequacy and effectiveness of the risk management and internal control
systems of the Group for 2021. 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 auditor, for providing audit and audit-related services of the Group
during 2021 is HK$28 million in total.

During 2021, the fees paid or payable to KPMG and its associates for providing non-audit-related services amounted to
approximately HK$14 million, which included the following items:

e Review and consultancy services: HK$9 million; and
e Services made at the request of regulators: HK$5 million.

The AC was satisfied that the non-audit services in 2021 did not affect the independence of KPMG.
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E. COMPANY SECRETARY

The Company Secretary is responsible for, among other things, the following duties:

e ensuring that Board procedures are observed, and that the Bank’s Articles of Association, relevant rules and
regulations are complied with;

e implementing and strengthening corporate governance practices and processes of the Bank;

e ensuring efficient information flow within the Board and Board Committees and between Directors and Senior

Management;

e ensuring Directors have access to the advice and services of the Company Secretary;

e facilitating induction programme of new Directors and the continuous professional development of existing Directors;

and

e developing agendas for Board and Board Committee meetings and their respective minutes.

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

F. SHAREHOLDERS' RIGHTS AND INVESTOR RELATIONS

The Bank’s approach to shareholders communication and engagement is set out below:

Communication with
Shareholders

The Bank’s Shareholders Communication Policy (available on the website of the Bank)
sets out the practices in relation to communication with shareholders and the investment
community.

Through various channels, including its website (www.hkbea.com), shareholders and
investors are provided with fair, timely and simultaneous access to the Bank’s information
such as 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.

Investors Relations

The Bank maintains an open and regular dialogue with institutional and individual
shareholders, fund managers, analysts and the media in accordance with its Shareholders
Communication Policy. Apart from AGMs, other communication channels include:

- the Group's website at www.hkbea.com;

- annual and interim reports, and press releases;

- announcements, notices and circulars;

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

- meetings with analysts; and

- roadshows.

The Senior Management conducts 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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General Meetings

The Board 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, RemCo, RC and
ESGC, external auditors, Senior Management and legal advisors, are also present to answer
shareholders’ questions.

In accordance with the relevant requirements under the Listing Rules and the Articles of
Association, any vote of shareholders at a general meeting will be taken by poll. Detailed
procedures for conducting a poll will be explained to the shareholders in the general
meeting so that shareholders are familiar with such voting procedures. A separate resolution
on each substantially separate issue will be proposed by the chairman of a general meeting.
The poll results are available on the websites of the Exchange and the Company on the day
of the general meeting.

The Bank’s 2022 AGM will be held on Friday, 6th May, 2022 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 2022 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
shareholders having a right to vote at general meetings, may request 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

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

- put forward proposal at general meeting; and
- 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 procedures and timeline on the
above-mentioned, shareholders are kindly requested to refer to Sections 580 and 615 of the
Companies Ordinance.
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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 and will be
reviewed annually.

General guidelines

Pursuant to the Articles of Association, the Board may from time to time pay to 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 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, subject to the approval of the Board.

Special dividend may be considered by the Board.

G. RELATED PARTY TRANSACTIONS

Details of the material related party transactions are provided under Note 50 to the accounts. These transactions were
entered into by the Bank in the ordinary and usual course of business and on normal commercial terms and, if constituted
connected transaction or continuing connected transactions under the Listing Rules, they are exempt from the relevant
disclosure requirements under the Listing Rules.

H. RESPONSIBILITIES OF DIRECTORS FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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 Annual
Report 2020 and the Interim Report 2021 as scheduled.
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SUSTAINABILITY

For over 100 years, BEA has grown and prospered in the
knowledge that the Bank's success is intrinsically linked to
the success of the wider community that it serves. In view
of the increasing challenges presented by climate change
and the continuing COVID-19 pandemic, this partnership
for success has never been more crucial.

The Bank is committed to making a positive contribution
to society through its business, operations, and
community investment. Therefore, the Bank measures
success not solely by financial performance, but also by
the extent to which it is able to contribute to the wider
world and enrich the lives of customers, employees, and
other stakeholders.

The BEA Group is committed to addressing environmental,
social, and governance ("ESG") concerns as part of its
core business and operational mission. The following
report highlights BEA’s major ESG achievements in
2021, and how ESG guides BEA’s approach to major
stakeholder relationships. A more comprehensive review
of BEA's performance will be provided in the Group's
2021 ESG Report, which will be issued in the first half
of 2022. All ESG reports are available via BEA's website
at www.hkbea.com (About BEA / Sustainability /
ESG Reports).

In November 2021, BEA's Board-level ESG Committee
approved the Bank Group’s ESG strategy framework,
which sets out the Bank’s vision to be the financial
market leader in sustainability in Greater China and
beyond. The framework includes a set of ESG topics
that BEA will prioritise, identified through extensive
external and internal stakeholder engagement. These
topics, which include ESG risk and cybersecurity, are
structured under the three pillars of responsible business,
responsible operations, and responsible corporate citizen.
This strategic framework will help guide the Bank Group
in the mid to longer-term, as the Bank addresses growing
stakeholder expectations and learns to evolve in the
changing business environment.

One of BEA's initiatives for 2021 was to foster awareness
within the organisation of the importance of sustainability
to BEA’s long-term success. In June, the Bank launched
its first Sustainability e-learning module, which all Group
staff members were required to complete. In addition,
two sustainability events were organised during the
year, covering waste management and climate change.
ESG-related events and achievements were regularly
shared with staff members via the Bank’s corporate
intranet. Tailor-made ESG roadshows were organised
for departments to enrich their understanding of ESG-

related topics specific to their business functions. Results
from the employee pulse survey conducted in September
revealed that 88% of all Group staff members considered
themselves to be familiar with BEA's ESG performance
and initiatives.

GROWING OUR BUSINESS
RESPONSIBLY

During the year under review, the Bank’s ESG Work Group
successfully achieved both of the two ESG goals that had
been set by the ESG Steering Committee for the Bank’s
scorecard. The first goal was to integrate ESG risks into
BEA's risk appetite framework. This was achieved in August,
when the Board approved BEA's qualitative ESG risk
appetite statement and a corresponding set of metrics to
gauge performance. The second goal, to develop strategies
and set internal targets for green lending and responsible
investment, was achieved by the end of the year.

The Group strategy on green and sustainable business
will guide the Bank in supporting its corporate customers
in their transition to a low-carbon economy. This strategy
includes the provision of finance for improving energy
efficiency, building a sustainable supply chain, and
increasing renewable energy use to assist clients in their
efforts to achieve carbon neutrality.

Meanwhile, the new Group Responsible Investment
Policy will guide Group members in making sustainable
investment decisions. Specific guidance is provided on
investment themes that either reinforce or undermine
ESG values, thus assisting investment managers in their
investment appraisals. The Policy also recommends active
engagement with shareholders. As a participant in the
Mainland’s onshore green investments, BEA ranked
second in the “Top Five Foreign Institutional Investors
in Green Bonds in the China Interbank Bond Market”
in the first half of 2021. The ranking was conducted by
the National Association of Financial Market Institutional
Investors, the regulatory organisation for the over-the-
counter bond market in China.

To manage negative impacts arising from ESG risks and
guide business units in their financing decisions, BEA
developed a Green and Sustainability-linked Lending Policy
and provided training to all relevant staff. In addition, the
Bank enhanced its ESG risk assessment checklist for credit
applications by incorporating climate risk considerations.
In the first half of 2021, BEA participated in the pilot
climate risk stress test initiative organised by the Hong
Kong Monetary Authority ("HKMA") to assess the Bank'’s
resilience to extreme climate events.
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Looking ahead, the Bank will incorporate climate
considerations into governance, strategy, risk
management, and disclosure by following the guidance
set forth in the HKMA's Supervisory Policy Manual
on climate risk management. BEA is already actively
preparing for the adoption of the recommendations of
the Task Force on Climate-related Finance Disclosures. In
addition, BEA is preparing a green and sustainable finance
framework as well as measuring emissions in the activities
it finances, in order to identify the Group’s major indirect
emission impacts.

In December, BEA launched its Green Mortgage Plan to
encourage customers to purchase property in sustainably
designed and constructed buildings. The Plan is offered
to prospective purchasers of first-hand, second-hand,
or government subsidised residences that have a valid
provisional / final “Platinum” or “Gold"” rating under the
Building Environmental Assessment Method (“BEAM™)
Plus New Buildings / Existing Buildings scheme of the
Hong Kong Green Building Council.

The ESG Work Group also made significant progress
in other areas, including financial literacy, internal
staff mobility, community investment and emission
reduction. These achievements will be described in the
following sections.

BEA organised a financial literacy workshop in October
2020 attended by representatives of the Investor and
Financial Education Council and experts in financial
education from academia and non-governmental
organisations. It concluded with several recommendations
on how to facilitate greater adoption of digital banking
services by older customers. BEA followed up to
implement one of the recommendations in 2021, namely
to arrange for peer customer experience managers at
branches to encourage mature customers to use digital
channels including the BEA App and Cyberbanking.
In October, a pilot was launched in six branches and
feedback will be evaluated in early 2022 to further refine
the initiative.

OPERATING OUR BUSINESS
RESPONSIBLY

Global warming is altering weather patterns and
disrupting the balance of nature. In order to reduce
emissions from its operations that contribute to global
warming, BEA established a carbon emissions reduction
target for the Group’s operational activities in 2020.
Between the baseline year of 2019 and the target year
2030, BEA aims to reduce Scope 1 and Scope 2 carbon
emissions produced by its Group operations by 32%.

As its first interim target, BEA aims to reduce Group
emissions by 19% by the end of 2023.

In 2021, BEA carried out a number of initiatives to reduce
energy consumption. These included an upgrade of the
air-cooled chillers at BEA Tower in Kwun Tong, optimising
air-conditioning at data centres in Hong Kong and
Mainland China, and LED lighting retrofit. These efforts
are expected to reduce BEA Group’s energy consumption
by 9% between 2020 and 2021. Other measures to
reduce carbon emissions include optimisation of the
Group's car fleets. In 2021, BEA’s car fleet in Hong Kong
was reduced by more than 12% while BEA China’s fleet
was reduced by more than 22% compared with 2019.
Looking ahead, BEA will install solar panels at BEA’s Head
Office Building and BEA Tower to harness renewable
energy and reduce electricity consumption.

To support growing calls for more ambitious targets,
BEA will screen its Scope 3 indirect emissions to identify
its main indirect impacts and develop a carbon neutrality
roadmap in 2022. Efforts will focus on reducing emissions
in the Group's business and operations as far as
practicable before other solutions like carbon offsetting
are considered.

While the Group’s procurement process is decentralised
for many items and services, steps were taken in 2021
to strengthen sustainable supply chain management
including the appointment of personnel responsible for
supplier compliance with BEA's Supplier Code of Conduct
and monitoring high risk suppliers during the course of
the supplier relationship. The ESG risk identification tool
was enhanced during the year under review, and related
management documentation including the Procure-to-
pay guideline and Supplier Code of Conduct were revised
for clarity and uniformity.

BEA's commitment to human rights is set out in the
Group’s Human Rights Policy, which is aligned with the
United Nations Guiding Principles on Business and Human
Rights and applies to the Group’s operations and business
activities worldwide. In 2021, the Bank established a
human rights monitoring and reporting system and, with
effect from September 2021, any substantiated human
rights cases identified through various channels including
the Group’s whistleblowing procedures are reported
on a quarterly basis to the Bank’s Senior Management.
BEA's Human Rights Policy can be viewed on the Bank’s
corporate website (About BEA / Sustainability / Policies,
Statements & Codes).

For information about our staff-related efforts in 2021,
please refer to the Our People section of the Report of
the Co-Chief Executives on page 28.
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with the Hong Kong Quality Assurance Agency (“HKQAA™).
Under the MOU, BEA and HKQAA will cooperate in promoting
green and sustainable finance in Hong Kong.
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SERVING OUR COMMUNITY
RESPONSIBLY

BEA’s community investment initiatives are built around
three pillars: education, social welfare and environmental
protection. The Bank also donates both time and money
to support worthwhile causes, and it has established
The Bank of East Asia Charitable Foundation (“BEA
Foundation”) and The Bank of East Asia Volunteer Team
("BEA Volunteer Team”) to this end.

In 2021, BEA inaugurated the Beyond Environmental
Arts Festival (“BEA Festival”) together with the Hong
Kong Youth Arts Foundation to promote environmental
awareness among Hong Kong’s youth. With funding
from the BEA Foundation, BEA Festival will hold a
series of school workshops with artists in residence,
commissioned artworks from local artists, volunteer
team engagement in green activities and week-long
theatrical performances to engage young people in
Hong Kong plus staff and their families in creative and
interactive ways to care for the planet.

In May, BEA and its strategic partner “la Caixa” Banking
Foundation sponsored an international virtual symposium
in Hong Kong organised by The Salvation Army to mark
a decade of support for The Palliative Care in Residential
Care Homes for the Elderly Programme. The event was
attended online by nearly 300 medical professionals,
social workers, academics, and others. Since 2010, the
Programme has seen 17 residential care homes and seven
community-based units established, 363 cases taken
on, over 6,800 staff trained, and around 30,600 people
engaged through the outreach programme.

™= During the year, over 200 volunteers contributed over 3,000 service hours
across more than 60 activities. This included writing well wishes to under-

resourced families during the Year of the Ox, which were sent together
with food boxes and gift packs containing daily essentials.
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Other social welfare initiatives BEA supported included
the BEA Parent-Child Reading Programme 2020/2021 and
Teen Café Youth Mental Health Promotion Project. The
former project provides 2,000 primary school students and
400 kindergarten students from under-resourced families
and their parents with a selection of four to eight books
each, as well as guide books for parents to encourage
them to read to their children. A total of 20 schools were
selected for the project’s Train the Trainer Programme,
which trained 100 parents, librarians, teachers and
others to motivate children to read. Meanwhile, the latter
project saw BEA sponsor Tung Wah Group of Hospitals a
total of 3,600 participants joined a series of community
activities. The project helped 600 students across
12 schools to cope with mental health issues.

In March, for the sixth consecutive year, BEA was the title
sponsor of The Community Chest BEA Charity Golf Day
2021, which raised HK$2.5 million in support of mental
health services.

On the Mainland, the Shanghai Soong Ching Ling
Foundation — BEA Charity Fund (“BEA Charity Fund”)
continued to organise a series of public welfare projects
to improve education resources in rural areas. These
included building three Firefly Centres equipped with
computers, projectors, and libraries; donating more than
1,200 Firefly Backpacks; and providing nearly 4,000
hours of online training to over 240 rural teachers /
principals. Since its founding more than 10 years ago,
the “Firefly Project” has been extended to more than
100 rural schools in 28 provinces, municipalities, and
autonomous regions.

™ In May, BEA marked a decade of support for The Palliative Care in
Residential Care Homes for the Elderly Programme with an international
virtual symposium in Hong Kong.
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™ In June, BEA volunteers helped plant trees in Shing Mun
Country Park to promote biodiversity and fight climate
change in the “Tree Partner Programme 2021" organised
by World Green Organisation.
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== In December, BEA hosted a prelude to the BEA
Festival. BEA's management, as well as over 100
people including volunteers and children from
local schools attended the Wreath Recycled Art
Workshop to share the festive joy.
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BEA was named a “Carbon Neutrality Partner”

by the Environment Bureau of the Hong Kong
government in recognition of its efforts to
decarbonise Hong Kong, and for its pledge to
support government efforts to achieve carbon
neutrality before 2050.
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BEA China donated CNY3 million to the China Charity
Federation to be used to procure emergency relief
supplies, prevent infection and provide temporary housing
for residents of Henan Province who were affected by
severe flooding in July.

BEA China, Shanghai Middle School Student Ethical
Education Development Centre, and the Shanghai
Education News Group jointly organised the Ninth
Financial Education Campus Tour. The Campus Tour
focussed on instilling the right attitude to financial
management and other essential knowledge in young
people. In 2021, more than 80,000 students from more
than 120 middle schools in the city participated in the
activity, and more than 100,000 people were aware of
the activities.

During the year under review, BEA China also helped
more than 50 underprivileged students complete
university by providing financial assistance. In addition,
BEA China provided financial aid for children on the
Autism Spectrum and elderly people who had lost their
only child, palliative care, and more. Local BEA China

™= In January, BEA China joined hands with the Shanghai Charity
Foundation and Huashan Hospital in support of medical workers
in the battle against COVID-19. CNY1 million was donated to
Huashan Hospital for front-line medical workers, training for
nurses, and more.
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branches organised charitable campaigns during Chinese
New Year, Arbour Day, and Children's Day. More than
870 volunteers contributed more than 3,900 volunteer
hours throughout the year.

Macau Branch supported World Vision's “Macau Famine”
for the eighth consecutive year by skipping meals and
donating the cost to help World Vision provide nutrition
and livelihood assistance to families affected by natural
disasters in Somalia, South Sudan, and Zimbabwe.

For the fifth consecutive year, Macau Branch joined
“Walk for a Million” organised by The Charity Fund
from the Readers of Macao Daily News. In 2021, all staff
members of the Branch joined the event’s “online walk”
and achieved a total of 442,000 steps for the event. In
addition, Macau Branch made a donation of MOP10,000.

For the second consecutive year, Taiwan Branch joined
Eden Social Welfare Foundation’s old clothes donation,
thereby protecting the environment by reducing waste, as
well as helping charity. Over 370 items of clothing were
collected and donated for charity sale and distribution to
disabled people and their families.

™ In August and October, the BEA
Volunteer Team aided FOOD-
CO, an IT platform for food
support service under St. James'
Settlement, by packing more
than 1000 kilograms of rice in
over 500 bags for the needy.

8AKI0A » BIEITHEIMK
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BEA sponsored The Salvation Army Orienteering in November by
sending five corporate teams to participate in the competition. Funds
raised will help families facing crisis, under-resourced elders, and
youths and people with disabilities.

MA - RBRTER [REFEREER]ES - WKH ARG
28 - MESNEXBAREMERTE  UREERE - 52F
RIGRAL -



REMITHERDE | 2021 FH 129

AEERRE (F)

RAETmmN 7 AERERMBEMNE  REPEAT  RFISTEE\EX BT RTALRHN DRI
EREMLRAAREI0ET  AREBESM 59 FREMME— 8] FPLENERER
WE  KEHREREEZNEHR - BEAEREAEAREE  mHARIEAEZER
s B4 H AX O | 450 o
R HE . ST REEFRRALELEHE o SR SRR
BHENBARREARE [RSROFLETRBE  BFSTEEARFLMAPFIARELARES R
SRAERET] FRHEENELFERERNE WO DXSESTED - £20215 - BPIDT
PR R E i A - 1020214 - 2MAI20/  2BRELLMT (REEETES  TREDY
REM80000 5L BALINTHEEH  WABM  RFEMT 42,0008 - 15h - RPIHTE BUIRPIES
100,000 AB B EIFRAEE - 10,000 JTTHIFRIA ©

MREREERN REhHETHS0REBELTK BESITEEMT2NFEILERIEZSENEKXIS
ﬁ&fﬁ%-j’rmﬁﬁﬁrﬁaiﬁzfﬁi%ﬁm‘ﬁ% BEE) - RARE - RIRZE - RN AR
AR BRABHRSHLHEBRECERY - X Z o B KB RIBRE 3704 XY - LMERER
iﬁﬂhlaﬁﬂm ﬁ;‘EEArDFEE B8 & SR E RN BEEETEOERALTHTE -

HIR R EREES - F7 - BASIONUETER T8

3,900 /)NRr & TR &K o

™ In May, BEA China volunteers hosted a group of underprivileged
students from Huaxing Primary School in a Children's Day programme,
which included a financial education class and a visit to the Shanghai
and Hong Kong Museum of Banking History.
5A REFEBZIKRRZTEEED - ?ﬁ’iEEEJ SENEEELE
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™= Volunteers from the Shenzhen Office of East Asia Digital Information
Services (Guangdong) Limited helped clean Honghu Park as part of
the programme, “A Clean Shenzhen Starts with Me”.
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== For the third consecutive year, Macau Branch staff members helped save lives by
donating blood at the Macao Blood Transfusion Centre of the Health Bureau of
Macao Special Administrative Region.
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MAJOR RECOGNITION

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

BEA

1.

“Qutstanding Award for Green and Sustainable Loan
Facilitator (Printing & Communication Industry) —
Visionary Green Loan Framework” by the Hong Kong
Quality Assurance Agency;

16. Greater Bay Area Business Sustainability Index —
“Top 20 companies of the Hang Seng Stock Connect
Hong Kong Greater Bay Area Index” by the Chinese
University Hong Kong Business School;

Ranked second in the “Top Five Foreign Institutional
Investors in Green Bonds in the China Interbank Bond
Market” by the National Association of Financial
Market Institutional Investors in the first half of 2021;

“Award of Excellence” and “Diamond Award” in
the Corporate & Employee Contribution Programme
2020/2021 (for the 27th consecutive year) by The
Community Chest of Hong Kong;

Named “Caring Company” (for the 18th consecutive
year) by The Hong Kong Council of Social Service
("HKCSS™);

“Good MPF Employer 5 Years+” (for the seventh
consecutive year), “"MPF Support Award” (for the fifth
consecutive year), and “e-Contribution Award” (for
the fifth consecutive year) by the Mandatory Provident
Fund Schemes Authority (“MPFA");

"ERB Manpower Developer Award Scheme” (for the
tenth consecutive year) by the Employees Retraining
Board (“ERB");

“HKIB Talent Development Awards 2021 (Category I)”
by the Hong Kong Institute of Bankers (“HKIB");

“Qualifications Framework Star Employer” by the
Education Bureau;

”2021 The Community Chest Virtual Walk for
Millions: Outstanding Walk Team” from The
Community Chest of Hong Kong;

10.

“The Salvation Army Orienteering 2021 — Certificate
of Appreciation” by The Salvation Army;

11.

“Inaugural SportsHour Company Scheme Recognised
Company (Companies >500 employees)” by the
InspiringHK Sports Foundation;

12.

“Say Yes to Breastfeeding — the Breastfeeding
Friendly Workplace Certificate” by the United Nations
Children's Fund Hong Kong;

13.

“Hong Kong Sustainability Award 2021/21 -
Certificate of Excellence” by The Hong Kong
Management Association;

14.

“Excellence in ESG Governance — Commendation
Award” by the Hong Kong ESG Reporting Awards;

15.

Constituent member of Hang Seng Corporate
Sustainability Benchmark Index, 2021-2022 from the
Hang Seng Indexes Company Limited;

17. "“Wastewi$e Certificate — Excellence Level” for
BEA's Head Office Building and BEA Tower from the
Environmental Campaign Committee;

18. “Energywi$e Certificate — Excellence Level” for
BEA's Head Office Building and BEA Tower from the
Environmental Campaign Committee; and

19. “IAQwi$e Certificate — Excellence Level” for BEA
Tower from the Environmental Campaign Committee.

BEA China

20."2021 Best ESG Practice Bank in China” at the
Gamma Awards by the Securities Times;

21.72021 ESG Corporate Star” by the China Investment
Network;

22."Annual Corporate Citizen” at the 2021 China
Golden Tripod Award by the National Business
News; and

23. "Social Contribution Bank” at the 2020-2021 Annual
Excellent Capital Value Corporation Awards by The
Economic Observer.

Blue Cross

24.Named “Caring Company” (for 13th consecutive
year) by HKCSS;

25."“Good MPF Employer 5 Years+"”(for the seventh
consecutive year), “MPF Support Award”, and
"e-Contribution Award” by the MPFA;

26.2020-21 "Joyful@Healthy Workplace Best Practices
Award (Enterprise / Organisation Category) — Grand
Award"” (for the second consecutive year) by the
Department of Health, Labour Department, and the
Occupational Safety and Health Council; and

27. "Inaugural SportsHour Company Scheme Recognised
Company (Company 50-500 employees)” and “CO-
FIT Best Practice Showcase Recognised Company
(Companies 51-500 employees)” by the InspiringHK
Sports Foundation.
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BEA's efforts to help corporate customers in their low-carbon
transition were recognised at the Hong Kong Green and Sustainable
Finance Awards 2021 organised by HKQAA in December.
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REPORT OF THE DIRECTORS

The Directors have pleasure in presenting their Annual
Report together with the audited financial statements for
the year ended 31st December, 2021 (“Annual Report”).

PRINCIPAL PLACE OF BUSINESS

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.

PRINCIPAL ACTIVITIES

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

BUSINESS REVIEW

A fair review of the business and a discussion and analysis
of the performance for the year ended 31st December,
2021 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 Co-Chief
Executives 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 Co-Chief Executives. 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 Sustainability section of the Annual Report as
well as in the Group’s 2021 Environmental, Social and
Governance Report which will be available on the Bank's
website at www.hkbea.com (About BEA / Sustainability /
ESG Reports) in the first half of 2022.

MAJOR CUSTOMERS

The Directors note 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.

ACCOUNTS

The profit attributable to equity holders of the Group for
the year ended 31st December, 2021 and the state of the
Bank’s and the Group’s affairs as at that date are set out
in the accounts from pages 170 to 363.

FIXED ASSETS

Details of the movements in fixed assets are set out in
Note 33 to the accounts.

TRANSFER TO RESERVES

Profit attributable to equity holders of the Group, before
dividends, of HK$5,270 million (2020: HK$3,614 million)
has been transferred to reserves. Other movements in
reserves are set out in Note 42 to the accounts.

DIVIDENDS

An interim dividend of HK$0.35 per Share (2020: an
interim dividend of HK$0.16 per Share) was paid on 4th
October, 2021. The Directors have declared the payment
of a second interim dividend of HK$0.35 per Share (2020:
a second interim dividend of HK$0.24 per Share) in
respect of the financial year ended 31st December, 2021.

FIVE-YEAR FINANCIAL SUMMARY

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

ISSUE OF SHARES

During the year, the Bank issued 2,400,721 Shares at
HK$17.138 each and 3,646,848 Shares at HK$12.82 each
to Shareholders who had elected to receive new Shares in
lieu of cash dividend in respect of the 2020 second interim
dividend and the 2021 interim dividend respectively.

Details about the issue of Shares are also set out in Note
40 to the accounts.

PURCHASE, SALE OR REDEMPTION OF THE
BANK'S LISTED SECURITIES

On 3rd November, 2021, the Bank completed the early
redemption of a face value of US$500 million 4% Tier 2
Capital Dated Subordinated Notes due 2026 (the “2026
Subordinated Notes”). The 2026 Subordinated Notes
were issued in 2016 under the Bank’'s Medium Term Note
Programme and listed on the Stock Exchange.

Save for the redemption of the 2026 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, 2021.



EEeHHEERASHREEXREZ2021F12A31H
IFFEERFREEREEXIBHRE ([FR]) -

ETREXEME

RGRITARRAR T —MEEEK L LTS E
BT EAMRSENETELE WS AR SEHE
F105% o

FEXK
RIRAWBARMEELHARGBTREMNS
AR -
EBESR

BB ALEEEZE2021F12 A31 BILFEEKHS
BERRZFERRONBEIN - UREK LHE
BgE EI’PEPK?‘)?%E!’JTET’\ ﬁﬁéﬁiﬁ%a’uﬁﬂﬁzﬁi&%

=& %ﬂﬂzﬁ@%&ﬂﬁ c HAKEHEEMEER

B Ko BB A = A H st EC¢¢#&X* o (LEER
RETRIR ) Ef’Eﬁ?BZE‘E cHAKEATENERS

 (E) WFHE - ERFRE B MU HRKREH
HEFHHE - E%Eﬁ%%ﬁﬁ%?ﬂﬁ%ﬁ%&ﬁﬁ@%ﬁ :
ERAEHNEHERBRETRARREE - MA
SEETHAKBEREARS %E’Jﬁ?ﬁ&é&%@ﬂiﬂﬁ’]ﬁ
o B EAFRESY (LEEREERREA)
TR

BEAN - AEERIRBBOR M EAHAEEBFEAF
ZNFERSENBERNNG  BERAFRNA
SEERETRAEEZ2021RR - g kEB
WEN S ZREE2022F LEFEH R ATHI
www.hkbea.com ([BIRRRIRIT — AJIFBEERE —
R HERERWME] -

FEERF

FEGNE  ALESRNBABSHIEREEALE
(R B R BB IR DT 30% -

3

REBFEHZE2021F12 A3 B IEEERNREEN R
Ao ARAITMAEERE BP RS - SHPEE
170 EEE 363 BERERIANR -

RERTERAA

EFETHEE

2021 F3, 133

BEE&EE
BElE & ER R EFITENRIAME3S -
BARE

7N £2 (B B AR B AT A R SR B M g M 9B 6 52.70 B T
(20204 : /8% 36.141870) E TRARE - ENFE

MEMEE) - AIERERIEN 42 -
Hﬁ/%\

HHARR S8R H50.357T (20204 : @B #0.167T)
ER2021F10A4Bk%E - EFFREMREERE
221 F 12 A3 BEFEE ZRFEHREGREE
0.357T (20204 : XA EAR BB AREHE0.247T) ©

5B EE

AEBPBESFHLE  BERBEHBEHINA
FR o

BT

TR AT BIASRLEES 17.138 70317 2,400,721 f%
IR0 S AR B 86 12.82 T35 1T 3,646,848 iR fiR {7 + Ik
ETERUFTRAER S WE2020FEE — R+ H
IR B K% 2021 FEF HIR B RIIRER ©

BREBTRMOFE - RERARIEME40

BA HEIEEXTH LHES

AITH 202111 A3 HERIRRERAES BET
ZBEERFA% N 2026 FEIHAMBERE ([20267121E&
ZiE]) c 2026 R EEEE 2016 FIRIBEATTH R EE
Bt T W R B P LT -

Br EHLPTIRFRRE D 2026 (R B RIESN - HEE 202146
12A31BIEFER AT BN B A G I EEE
A~ HESERIAITH ETHES -



134  The Bank of East Asia, Limited | Annual Report 2021
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ISSUE OF DEBENTURES

During the year ended 31st December, 2021, the following 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)

Senior Notes

US$60,000,000
(HK$466,210,000)

US$59,970,800
(HK$465,983,252.93)

Senior Notes

EUR25,000,000
(HK$221,437,500)

EUR25,094,250
(HK$222,272,319.38)

Total (HK$ equivalent)

HK$687,647,500 HK$688,255,572.31

DIRECTORS

The present Directors of the Bank are shown on page 64.

In accordance with the Articles of Association, the terms
of office of Dr. the Hon. Sir David LI Kwok-po, Dr. Allan
WONG Chi-yun, Mr. Aubrey LI Kwok-sing, Mr. Winston
LO Yau-lai, Mr. Stephen Charles LI Kwok-sze, Dr. Daryl
NG Win-kong, Mr. Masayuki OKU and Dr. the Hon. Rita
FAN HSU Lai-tai, will expire at the 2022 AGM. They,
being eligible, offer themselves for re-election at the
2022 AGM.

Details of the Directors to be re-elected at the 2022 AGM
are set out in the Circular sent to the shareholders.

No Director proposed for re-election at the 2022 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.

The Bank has received an annual confirmation of
independence for the year ended 31st December, 2021
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, Dr. Delman LEE, Mr. William
Junior Guilherme DOO and Dr. David MONG Tak-yeung
and considers them to be independent throughout the
applicable period.

DIRECTORS OF SUBSIDIARIES

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, 2021) during the year up to 24th
February, 2022 (being the date of approval of the Bank’s
2021 Annual Report) are available on the Bank’s website
at www.hkbea.com under “About BEA — Corporate
Governance” section on the home page.

DIRECTORS' EMOLUMENTS

The emoluments of the Directors of the Bank on a named
basis are disclosed in Note 21 to the Financial Statements
for the year ended 31st December, 2021.

The fees to the Directors who were appointed during
2021 were paid in accordance with their length of service.

DIRECTORS' INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

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.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

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.
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MANAGEMENT CONTRACTS

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.

PERMITTED INDEMNITY

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

I. Long positions in ordinary shares of the Bank:

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.

DIRECTORS' AND CO-CHIEF EXECUTIVES'
INTERESTS

As at 31st December, 2021, 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 88,160,000

Interest of spouse 2,215,755

Interest of corporation 458,594

Executor of estate 11,683,461 102,517,810' 3.51
Arthur LI Kwok-cheung Beneficial owner 13,085,663

Interest of corporation 17,437,293

Executor of estate 11,683,461 42,206,4172 1.45
Allan WONG Chi-yun Beneficial owner 464,393

Interest of spouse 136

Founder and beneficiary of

discretionary trust 17,415,234 17,879,7633 0.61

Aubrey LI Kwok-sing Beneficial owner 868,168

Interest of spouse 26,203

Founder/Settlor of trust 17,901,241 18,795,6124 0.64
Stephen Charles LI Kwok-sze Beneficial owner 11,752,581

Administrator of estates 1,822,523 13,575,104° 0.47
Adrian David LI Man-kiu Beneficial owner 1,095,959

Settlor/Founder of

discretionary trust 2,154,840 3,250,799° 0.11

Brian David LI Man-bun Beneficial owner 2,679,902

Interest of corporation 820,282 3,500,184 0.12
David MONG Tak-yeung Interest of corporation 6,041,926 6,041,9268 0.21

Notes:

1 David LI Kwok-po was the beneficial owner of 88,160,000 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 11,683,461 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 11,683,461 shares as one of the executors of the estate (please refer to Note 2 below).

2 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 11,683,461 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 11,683,461 shares as one

of the executors of the estate (please refer to Note 1 above).
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3 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.

4 Aubrey LI Kwok-sing was the beneficial owner of 868,168 shares and he was deemed to be interested in 26,203 shares through the
interests of his spouse, Elizabeth WOO. He was also deemed to be interested in 17,901,241 shares held by LEVA Trust of which he is the
founder/settlor.

5 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.

6  Adrian David LI Man-kiu was the beneficial owner of 1,095,959 shares. He has made a voluntary disclosure of 2,154,840 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.

7 Brian David LI Man-bun was the beneficial owner of 2,679,902 shares. He was also deemed to be interested in 820,282 shares held by
Triple Kingdom Limited, which is wholly-owned by him.

8 David MONG Tak-yeung was deemed to be interested in 6,041,926 shares held by certain corporations, out of which (i) 5,306,771 shares
were held by Shun Hing Electronic Trading Co., Ltd.; and (i) 735,155 shares were held by Shun Hing Technology Co. Ltd.. He directly /
indirectly controls one-third or more of the voting power at a general meeting of these corporations.

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,
2021 was shown in the section under “Information on Share Options” of this Report.

Interests in debt securities of the Bank:

Francisco Javier SERRADO TREPAT was the beneficial owner of the following debt securities issued by the Bank:

Type of Debt Securities Amount of Debentures

Additional Tier 1 Undated Capital SecuritiesN°t US$20,500,000

Note: The 5.875% Additional Tier 1 Undated Capital Securities with a face value of US$650 million were issued by the Bank under its
US$6,000 million Medium Term Note Programme in 2019 and are listed on the Stock Exchange.

Each of the other Directors, namely Winston LO Yau-lai, Daryl NG Win-kong, Masayuki OKU, Rita FAN HSU Lai-
tai, Meocre LI Kwok-wing, Henry TANG Ying-yen, Delman LEE and William Junior Guilherme DOO did not have
any interest or short position in the shares, underlying shares or debentures of the Bank or any of its associated
corporations as at 31st December, 2021.

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 39 to the accounts.
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INFORMATION ON SHARE OPTIONS

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, 2021:

Number of Share Options

Date of Outstanding Outstanding
Name Grant at 01/1/2021 Granted Exercised Lapsed at 31/12/2021
David LI Kwok-po 03/5/20132 668,000™ - - 668,000 0

02/5/20142 666,000™ - - 666,000 0
02/5/20142 668,000™ - - - 668,000
04/5/20152 666,000™ - - 666,000 0
04/5/20152 666,000™ - - - 666,000
04/5/20152 668,000™ - - - 668,000
08/4/20162 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 501,000 - - - 501,000
10/4/20182 666,000 - - - 666,000
10/4/20182 499,500™ - - - 499,500
10/4/20182 501,000 - - - 501,000
19/7/20192 499,500 - - - 499,500
19/7/20192 499,500™ - - - 499,500
19/7/20192 501,000 - - - 501,000
07/4/20202 346,115™ - - - 346,115
07/4/2020° 347,802™ - - - 347,802
07/4/2020? 354,090™ - - - 354,090
13/4/2021° - 123,586™ - - 123,586
13/4/2021° - 123,602™ - - 123,602
13/4/2021° - 123,893™ - - 123,893
Adrian David LI Man-kiu  03/5/20132 218,000™ - - 218,000 0
02/5/20142 216,000 - - 216,000 0
02/5/20142 218,000™ - - - 218,000
04/5/20152 216,000™ - - 216,000 0
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 163,500™ - - - 163,500
10/4/2018° 216,000™ - - - 216,000
10/4/20182 162,000™ - - - 162,000
10/4/20182 163,500™ - - - 163,500
19/7/20192 162,000™ - - - 162,000
19/7/20192 162,000™ - - - 162,000
19/7/20192 163,500™ - - - 163,500
07/4/2020? 268,360™ - - - 268,360
07/4/2020° 271,648™ - - - 271,648
07/4/2020? 282,769" - - - 282,769
13/4/2021° - 240,154" - - 240,154
13/4/2021° - 240,186™ - - 240,186
13/4/2021° - 240,759™ - - 240,759
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ZTRHE 03/5/20132 668,000™ - - 668,000 0
02/5/20142 666,000 - - 666,000 0
02/5/20142 668,000™ - - - 668,000
04/5/20152 666,000™ - - 666,000 0
04/5/20152 666,000™ - - - 666,000
04/5/20152 668,000™ - - - 668,000
08/4/2016° 666,000™ - - - 666,000
08/4/2016° 668,000™ - - - 668,000
07/4/20172 666,000™ - - - 666,000
07/4/20172 666,000 - - - 666,000
07/4/20172 501,000™ - - - 501,000
10/4/2018° 666,000™ - - - 666,000
10/4/2018° 499,500™ - - - 499,500
10/4/2018° 501,000™ - - - 501,000
19/7/2019° 499,500™ - - - 499,500
19/7/2019° 499,500™ - - - 499,500
19/7/2019° 501,000™ - - - 501,000
07/4/2020* 346,115™ - - - 346,115
07/4/2020° 347,802 - - - 347,802
07/4/20202 354,090™ - - - 354,090
13/4/2021° - 123,586™ - - 123,586
13/4/2021° - 123,602 - - 123,602
13/4/2021° - 123,893™ - - 123,893
FRIE 03/5/20132 218,000™ - - 218,000 0
02/5/2014¢ 216,000 - - 216,000 0
02/5/20142 218,000 - - - 218,000
04/5/20152 216,000™ - - 216,000 0
04/5/20152 216,000™ - - - 216,000
04/5/20152 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
07/4/20172 216,000™ - - - 216,000
07/4/2017¢2 216,000 - - - 216,000
07/4/20172 163,500™ - - - 163,500
10/4/2018° 216,000™ - - - 216,000
10/4/2018° 162,000™ - - - 162,000
10/4/2018° 163,500™ - - - 163,500
19/7/2019° 162,000™ - - - 162,000
19/7/2019° 162,000™ - - - 162,000
19/7/2019° 163,500 - - - 163,500
07/4/2020° 268,360™ - - - 268,360
07/4/2020° 271,648"m - - - 271,648
07/4/20202 282,769 - - - 282,769
13/4/2021° - 240,154™ - - 240,154
13/4/2021° - 240,186™ - - 240,186
13/4/2021° - 240,759™ - - 240,759
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Number of Share Options

Date of Outstanding Outstanding
Name Grant at 01/1/2021 Granted Exercised Lapsed at 31/12/2021
Brian David LI Man-bun  03/5/2013 218,000™ - - 218,000 0

02/5/20142 216,000™ - - 216,000 0
02/5/20142 218,000™ - - - 218,000
04/5/2015? 216,000™ - - 216,000 0
04/5/20152 216,000™ - - - 216,000
04/5/20152 218,000™ - - - 218,000
08/4/2016? 216,000™ - - - 216,000
08/4/20162 216,000™ - - - 216,000
08/4/2016? 218,000™ - - - 218,000
07/4/20172 216,000™ - - - 216,000
07/4/20172 216,000™ - - - 216,000
07/4/20172 109,000™ - - - 109,000
10/4/20182 216,000™ - - - 216,000
10/4/2018? 108,000™ - - - 108,000
10/4/20182 109,000™ - - - 109,000
07/4/20202 286,690 - - - 286,690
07/4/2020? 288,878™ - - - 288,878
07/4/2020° 297,977% - - - 297,977
13/4/2021° - 240,154" - - 240,154
13/4/2021° - 240,186™ - - 240,186
13/4/2021° - 240,759 - - 240,759
Aggregate of other 03/5/20132 586,000™ - - 586,000 0
Employees* 02/5/20142 682,000™ - - 682,000 0
02/5/20142 686,000™ - - - 686,000
04/5/2015? 682,000™ - - 682,000 0
04/5/20152 682,000™ - - - 682,000
04/5/20152 686,000™ - - - 686,000
08/4/20162 532,000 - - - 532,000
08/4/20162 698,000™ - - - 698,000
08/4/20162 742,5007 - - - 742,500
07/4/20172 782,000 - - - 782,000
07/4/2017? 782,000™ - - - 782,000
07/4/20172 639,500™ - - - 639,500
10/4/20182 827,000™ - - - 827,000
10/4/2018? 681,500™ - - - 681,500
10/4/20182 687,000 - - - 687,000
19/7/20192 686,500™ - - - 686,500
19/7/20192 686,500™ - - - 686,500
19/7/20192 689,500™ - - - 689,500
07/4/2020? 715,000™ - - - 715,000
07/4/2020? 715,000™ - - - 715,000
07/4/2020° 720,000™ - - - 720,000
13/4/2021° - 789,903™ - - 789,903
13/4/2021° - 789,9327 - - 789,932

13/4/2021° - 793,439™ - - 793,439
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R 03/5/20132 218,000™ - - 218,000 0
02/5/20142 216,0007 - - 216,000 0
02/5/2014° 218,0007 - - - 218,000
04/5/20152 216,000™ - - 216,000 0
04/5/20152 216,0007 - - - 216,000
04/5/20152 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° 216,000 - - - 216,000
07/4/20172 109,000™ - - - 109,000
10/4/2018? 216,000™ - - - 216,000
10/4/2018? 108,000™ - - - 108,000
10/4/2018? 109,0007 - - - 109,000
07/4/20207 286,690 - - - 286,690
07/4/20207 288,878 - - - 288,878
07/4/20207 297,9777 - - - 297,977
13/4/2021° - 240,154 - - 240,154
13/4/2021b - 240,186™ - - 240,186
13/4/2021° - 240,759 - - 240,759
EfhiE 8 mEs 03/5/20132 586,000" - - 586,000 0
02/5/20142 682,000 - - 682,000 0
02/5/20142 686,0007 - - - 686,000
04/5/20152 682,000 - - 682,000 0
04/5/2015? 682,0007 - - - 682,000
04/5/2015° 686,0007 - - - 686,000
08/4/2016° 532,000™ - - - 532,000
08/4/2016° 698,000 - - - 698,000
08/4/2016° 742,5007 - - - 742,500
07/4/20172 782,000™ - - - 782,000
07/4/2017? 782,0007 - - - 782,000
07/4/2017° 639,5007 - - - 639,500
10/4/2018? 827,000™ - - - 827,000
10/4/2018¢ 681,500 - - - 681,500
10/4/2018¢ 687,0007 - - - 687,000
19/7/20192 686,500 - - - 686,500
19/7/2019° 686,5007 - - - 686,500
19/7/2019° 689,500 - - - 689,500
07/4/2020? 715,000™ - - - 715,000
07/4/20207 715,0007 - - - 715,000
07/4/20207 720,0007 - - - 720,000
13/4/2021° - 789,903 - - 789,903
13/4/2021° - 789,932™ - - 789,932
13/4/2021° - 793,4397 - - 793,439
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Number of Share Options

Date of Outstanding Outstanding
Name Grant at 01/1/2021 Granted Exercised Lapsed at 31/12/2021
Other Participants** 03/5/20132 150,000 - - 150,000 0

02/5/20142 162,000™ - - 162,000 0
02/5/20142 163,500™ - - 50,000 113,500
04/5/2015? 250,000™ - - 250,000 0
04/5/20152 250,000 - - 50,000 200,000
04/5/20152 215,746™ - - 50,000 165,746
08/4/2016° 100,000™ - - - 100,000
08/4/2016° 200,000 - - 50,000 150,000
08/4/20162 250,000 - - 50,000 200,000
07/4/20172 250,000™ - - 50,000 200,000
07/4/20172 250,000 - - 50,000 200,000
07/4/20172 187,500™ - - 37,500 150,000
10/4/20182 300,000™ - - 100,000 200,000
10/4/2018? 212,500™ - - 50,000 162,500
10/4/20182 212,500 - - - 212,500
19/7/20192 195,500™ - - 50,000 145,500
19/7/20192 195,500™ - - - 195,500
19/7/20192 196,500™ - - - 196,500
07/4/2020? 162,000™ - - - 162,000
07/4/2020? 162,000™ - - - 162,000
07/4/2020? 163,500™ - - - 163,500
13/4/2021° - 50,000 - - 50,000
13/4/2021° - 50,000™ - - 50,000
13/4/2021° - 50,000™ - - 50,000

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

** Other Participants refer to certain former employees of the Bank. Such share options were offered / granted to them prior to their
cessation as employees of the Bank.

Notes:

a  Particulars of share options granted in years 2013 to 2020:

Exercise Price Per Share

Date of Grant Tranche Vesting Period Exercise Period HK$
03/5/2013 3 03/5/2013 - 02/5/2016 03/5/2016 — 03/5/2021 31.40
02/5/2014 2 02/5/2014 - 01/5/2016 02/5/2016 — 02/5/2021 32.50
02/5/2014 T3 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 3 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 3 10/4/2018 — 09/4/2021 10/4/2021 — 10/4/2026 32.25
19/7/2019 T1 19/7/2019 — 18/7/2020 19/7/2020 — 19/7/2025 22.45
19/7/12019 2 19/7/2019 — 18/7/2021 19/7/2021 - 19/7/12026 22.45
19/7/2019 3 19/7/2019 — 18/7/2022 19/7/2022 — 19/7/2027 22.45
07/4/2020 T1 07/4/2020 — 06/4/2021 07/4/2021 - 07/4/2026 16.58
07/4/2020 > 07/4/2020 - 06/4/2022 07/4/2022 - 07/4/2027 16.58
07/4/2020 73 07/4/2020 - 06/4/2023 07/4/2023 - 07/4/2028 16.58
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RIRERE
#01/1/2021 #31/12/2021
wA ®F B & RATEE BH T KM 5 RATHE
Efb22ELA ** 03/5/20132 150,000 - - 150,000 0
02/5/2014° 162,0007 - - 162,000 0
02/5/20142 163,5007 - - 50,000 113,500
04/5/20152 250,000™ - - 250,000 0
04/5/2015? 250,000 - - 50,000 200,000
04/5/20152 215,746™ - - 50,000 165,746
08/4/2016? 100,000 - - - 100,000
08/4/2016° 200,000 - - 50,000 150,000
08/4/2016° 250,0007 - - 50,000 200,000
07/4/2017° 250,000™ - - 50,000 200,000
07/4/2017° 250,000™ - - 50,000 200,000
07/4/20172 187,500 - - 37,500 150,000
10/4/2018? 300,000™ - - 100,000 200,000
10/4/20187 212,500 - - 50,000 162,500
10/4/2018? 212,500 - - - 212,500
19/7/2019° 195,500 - - 50,000 145,500
19/7/2019° 195,500 - - - 195,500
19/7/2019° 196,5007 - - - 196,500
07/4/2020° 162,000™ - - - 162,000
07/4/2020? 162,0007 - - - 162,000
07/4/2020° 163,500 - - - 163,500
13/4/2021° - 50,000 - - 50,000
13/4/2021° - 50,0007 - - 50,000
13/4/2021° - 50,0007 - - 50,000
*REE (EMEIER) BT [EFAX ] TIEMES -
B REASETFAITANES « ERKIFARITES BIEEN/ BIEFZERRIE -
s
a  R2013FF 2020 F1Z T HIZARIEFIE -
BIRTTIENE
BrAaH 5 B FTHER] B (T)
03/5/2013 73 03/5/2013 - 02/5/2016 03/5/2016 — 03/5/2021 31.40
02/5/2014 72 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 T2 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
19/7/2019 T1 19/7/2019 — 18/7/2020 19/7/2020 — 19/7/2025 22.45
19/7/2019 72 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 — 19/7/2027 22.45
07/4/2020 T1 07/4/2020 — 06/4/2021 07/4/2021 - 07/4/2026 16.58
07/4/2020 2 07/4/2020 — 06/4/2022 07/4/2022 — 07/4/2027 16.58
07/4/2020 T3 07/4/2020 — 06/4/2023 07/4/2023 — 07/4/2028 16.58
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b Share options granted in year 2021:

(i) Particulars:

Exercise Price Per Share

Date of Grant Tranche Vesting Period Exercise Period HK$
13/4/2021 T1 13/4/2021 — 12/4/2022 13/4/2022 — 13/4/2027 17.08
13/4/2021 2 13/4/2021 - 12/4/2023 13/4/2023 - 13/4/2028 17.08
13/4/2021 73 13/4/2021 - 12/4/2024 13/4/2024 - 13/4/2029 17.08

(i) The closing price of the shares of the Bank on 12th April, 2021 (being the business day immediately preceding 13th April, 2021 on
which the options were granted) was HK$16.60.

(iii) Fair value of share options granted during the year ended 31st December, 2021 and the assumptions are set out in Note 39 to
the accounts.

(2) No share options were exercised or cancelled during the year ended 31st December, 2021.
(3) 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, 2021, 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.

INFORMATION ON SHARE OPTION SCHEME

The following is a summary of the 2021 Scheme disclosed in accordance with the Listing Rules:

1. Purpose of the 2021 Scheme:

(@  The 2021 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 2021 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 2021 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 2021 Scheme and % of issued shares at 31st December, 2021:

The maximum number of Shares that may be issued upon the exercise of the options that may be granted under the
2021 Scheme is 145,949,434 Shares, being 5% of the total number of issued Shares as at the date of approval of the
2021 Scheme, and 4.99% as at 31st December, 2021.

During the year ended 31st December, 2021, no options had been granted under the 2021 Scheme since its Adoption
Date (i.e. 6th May, 2021). Therefore, no shares were available for issue under the 2021 Scheme as at 31st December, 2021.

4. Maximum entitlement of each participant under the 2021 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 2021 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 2021 Scheme.
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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 2021 Scheme.

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 2021 Scheme, an option granted under the 2021 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

(©)  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 2021 Scheme:

The Scheme Period will end on 5th May, 2026.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS

As at 31st December, 2021, 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:

% of issued

Name Capacity and nature No. of shares voting Shares
Sumitomo Mitsui Banking Corporation Beneficial owner 510,003,673' 19.01
Sumitomo Mitsui Financial Group, Inc. Interest of corporation 510,003,673 19.01
Criteria Caixa, S.A., Sociedad Unipersonal Beneficial owner 464,287,3192 17.30
Fundacién Bancaria Caixa d'Estalvis i Pensions Interest of corporation 464,287,3192 17.30
de Barcelona, “la Caixa”
Guoco Management Company Limited Beneficial owner 435,691,13734 14.925
Guoco Group Limited Interest of corporation 435,691,1373 14.92
Guoline Overseas Limited Interest of corporation 435,691,1373 14.92°
GuolLine Capital Assets Limited Interest of corporation 435,691,137° 14.92
QUEK Leng Chan Interest of corporation 435,691,1373 14.92
Hong Leong Investment Holdings Pte. Ltd. Interest of corporation 435,691,1374 14.92
Davos Investment Holdings Private Limited Interest of corporation 435,691,1374 14.92
KWEK Leng Kee Interest of corporation 435,691,1374 14.92
Elliott International Special, GP, LLC Interest of corporation 226,474,173% 7.75
Elliott Investment Management GP LLC Investment Manager 246,510,173 8.43

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, 2021,
they stood at 574,516,317 shares (equivalent to approximately 19.66% of the issued shares of the Bank as at 31st December, 2021). Such
increases in shareholdings were not required to be disclosed under Part XV of the SFO.

As at 31st December, 2021, 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, 2021,
they stood at 508,519,684 shares (equivalent to approximately 17.40% of the issued shares of the Bank as at 31st December, 2021). Such
increases in shareholdings were not required to be disclosed under Part XV of the SFO.

The references to 435,691,137 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 435,691,137 shares (equivalent to approximately 14.92% of the issued shares of the Bank as at 16th April,
2021, i.e. at the time of disclosure pursuant to Part XV of the SFO, and approximately 14.91% of the issued shares of the Bank as at 31st
December, 2021). GuolLine 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 was deemed to be interested in the 435,691,137 shares held by Guoco
Management Company Limited by virtue of its 100% interest in GuoLine Overseas Limited. GuoLine Overseas Limited and Guoco Group
Limited were all deemed to be interested in the 435,691,137 shares held by Guoco Management Company Limited.

QUEK Leng Chan was deemed to be interested in the 435,691,137 shares held by Guoco Management Company Limited by virtue of his
49.11% interest in GuoLine Capital Assets Limited.

The references to 435,691,137 shares of the Bank in Notes 3 and 4 relate to the same block of shares. Guoline Capital Assets Limited was
34.49% 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 435,691,137
shares (equivalent to approximately 14.92% of the issued shares of the Bank as at 16th April, 2021, i.e. at the time of disclosure pursuant
to Part XV of the SFO, and approximately 14.91% of the issued shares of the Bank as at 31st December, 2021) held by Guoco Management
Company Limited by virtue of their interests in GuolLine Capital Assets Limited.

KWEK Leng Kee was deemed to be interested in the 435,691,137 shares held by Guoco Management Company Limited by virtue of his
41.92% interest in Davos Investment Holdings Private Limited.

GuolLine Overseas Limited is a wholly-owned subsidiary of GuoLine Capital Assets Limited and Guoco Management Company Limited is a
wholly-owned subsidiary of Guoco Group Limited. With the filing of the substantial shareholder notices by GuoLine Capital Assets Limited and
Guoco Group Limited, GuolLine Overseas 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.
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6  Elliott International Special GP, LLC ("EISGP") was deemed to be interested in these shares comprising 117,872,021 shares held by Elliott
International L.P. (“EILP"), 108,601,552 shares held by Wakeland Securities L.P., 200 shares held by Milton Investments Ltd, 200 shares held
by Parlan Investments Ltd and 200 shares held by Trevet Investments Ltd. Please also refer to note 7 below.

Wakeland Securities 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..

Hambledon, Inc. was 100% controlled by EISGP which is accustomed to act in accordance with the directions of Paul Singer.

7 Elliott Investment Management GP LLC (“"EIMGP”), as Investment Manager, was deemed to be interested in these shares comprising those
shares disclosed in note 6 above, 20,035,600 shares held by The Liverpool Limited Partnership, 200 shares held by Artan Investments Ltd and
200 shares held by Frasco Investments Ltd. EIMGP 100% controls Elliott Investment Management L.P., which has investment discretion with
respect to all these shares.

EIMGP is accustomed to act in accordance with the directions 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.

EQUITY-LINKED AGREEMENTS

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 39 to the accounts, the Bank has not entered into any equity-linked agreement.

PUBLIC FLOAT

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

Donations made by the Group during the year for charitable and community purposes amounted to approximately
HK$12 million (2020: HK$11 million).

CORPORATE GOVERNANCE

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.

COMPLIANCE WITH THE BANKING (DISCLOSURE) RULES AND THE DISCLOSURE
REQUIREMENTS IN PART 6 OF FINANCIAL INSTITUTIONS (RESOLUTION) (LOSS-ABSORBING
CAPACITY REQUIREMENTS — BANKING SECTOR) RULES

The Annual Report for the financial year ended 31st December, 2021 complies with the applicable disclosure
requirements of the Banking (Disclosure) Rules and the disclosure requirements in Part 6 of Financial Institutions (Resolution)
(Loss-absorbing Capacity Requirements — Banking Sector) Rules.

AUDITOR

A resolution for the re-appointment of KPMG as auditor 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, 24th February, 2022
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INDEPENDENT AUDITOR’S REPORT

Annual Report 2021

TO THE MEMBERS OF THE BANK OF EAST ASIA, LIMITED
(Incorporated in Hong Kong with limited liability)

OPINION

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 170 to 363, which comprise the consolidated statement of financial position as at 31 December 2021, 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 2021 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.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the 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

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.

Impairment allowances of loans and advances to customers
Refer to notes 2(h)(vii), 28(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

The Group’s advances to customers as at 31 December 2021 amounted
to HK$548,808 million, with total expected credit losses (“ECL")
amounting to HK$4,371 million as at 31 December 2021. Hong Kong
and Mainland China Operations contributed to 55.6% and 27.3% of the
Group's advances to customers, and 46.8% and 41.5% 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 elevated focus as the
recovery from the effects of the COVID-19 pandemic continues.

Our audit procedures to assess the Group's impairment allowances
on loans and advances to customers measured at amortised cost with
regards to the methodology, data and assumptions used in the estimate
included the following:

Methodology

e understanding and assessing the design, implementation and
operating effectiveness of key internal controls on the ECL model
monitoring and governance process and on the controls around
the final review and determination of impairment allowances by
management;

e involving credit risk specialists in assessing the reliability of the
ECL models used by management in determining impairment
allowances; and
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 28(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

The Group applies its ECL models 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, experience a significant
increase in credit risk (stage 2) or become credit-impaired (stage 3), for
which a lifetime ECL provision is recognised.

The difficulty in identifying those loans which may have significant
increase in credit risk or impaired has remained high. Past historical
experience on repayment may be less representative of the borrowers’
financial conditions and therefore more judgement is required.

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 Group applies its ECL models 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, experience a significant
increase in credit risk (stage 2) or become credit-impaired (stage 3). A
lifetime ECL provision is recognized for loans which are in stage 2 and
stage 3.

e 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 ECL models 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 Group;

Data

e understanding and assessing the design, implementation and
operating effectiveness of key internal controls on financial reporting
over approval, recording and monitoring of loans measured at
amortised cost, including the recording of key data elements used in
the ECL model ;

e involving credit risk specialists in assessing the appropriateness of
the key parameters in the ECL models, including the probability of
default, loss given default, exposure at default and discount rate;

e assessing the completeness and accuracy of data used for the
key parameters in the ECL models, 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 ECL models. For key parameters derived from
external data, we selected samples to inspect the accuracy of such
data by comparing them with publicly available sources; and

e for key parameters used in the ECL models 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 financial reporting 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 key
internal controls over these underlying systems, including controls
over access to these systems and controls over data and change
management;
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 28(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

The determination of impairment allowances using the ECL models 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.

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 from
collateral and, therefore, the amount of impairment allowances as at the
end of the reporting period. 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 high. 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.

Assumptions

understanding and assessing the design, implementation and
operating effectiveness of key internal controls on financial reporting
over the credit grading process;

understanding and assessing the design, implementation and
operating effectiveness of key internal controls on the monitoring
and governance process for the assumptions used in the ECL
models;

involving credit risk specialists in assessing the appropriateness of the
key assumptions in the ECL models, including the identification of
loss stages, adjustments for forward-looking information and other
management adjustments;

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 the reasons for modifications 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;

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 advances to customers selected for
credit review, including in Mainland China Operations, focused on
accounts with high risk characteristics, including industries, features
of loan arrangements, types of collateral and credit quality of the
accounts;
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 28(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

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.

for selected samples of loans and advances to customers that
are credit-impaired, evaluating management’s assessment of
the recoverable amount of the exposure including 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 other
collateral, evaluated the forecast cash flows, challenged the
viability of the Group's recovery plans and evaluated other credit
enhancements that are integral to the contract terms; and

assessing the appropriateness of material manual adjustments and
overlays on ECL model outputs.

Other audit procedures to assess the Group'’s impairment allowances on

loans and advances to customers measured at amortised cost included
the following:

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 of the prevailing accounting
standards.
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Impairment assessment of an investment in associate, AFFIN Bank Berhad (“AFFIN")

Refer to notes 2(r), 31 to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

The quoted market price of the Group's investment in AFFIN has been
persistently below the carrying amount for a period of time. This is
considered an indicator of potential impairment.

HKAS 36 “Impairment of assets” requires recognition of impairment loss
when the carrying amount exceeds the recoverable amount, which is the
higher of its fair value less costs of disposal and its value in use (“VIU").
An impairment test was performed by the Group using a VIU model to
estimate the investment’s value assuming the Group continues to hold
this investment.

As at 31 December 2021, the recoverable amount based on the VIU
calculation was HK$3,975 million. The recoverable amount was higher
than the carrying value of HK$3,504 million and no impairment charge
was recognised in 2021.

The VIU model is based on the requirements in HKAS 36 “Impairment
of assets” and is dependent on many assumptions, both short-term
and long-term in nature. These assumptions, which are judgemental,
are derived from a combination of management estimates, forecasts
and market data. The assumptions considered the current levels of
uncertainty, due to the continuing impact of the COVID-19 pandemic, on
the economy in Malaysia.

Our audit procedures to assess the carrying value of the Group's
investment in AFFIN with regards to methodology, data and assumptions
used in the estimate included the following:

Methodology
® engaging our valuation specialists to evaluate the methodology used
in the VIU calculation;

Data

e comparing AFFIN's budgeted income and profits with the
assumptions used by management in its discounted cash flow
forecast; and

e comparing the actual results of AFFIN for the past years to forecasts
prepared by management for the preceding years to assess the
accuracy of management’s forecasting process;

Assumptions

e discussing with management, who sit on the board of AFFIN, to
understand business performance and future business plans of
AFFIN;

e evaluating the assumptions and judgements adopted by
management in its discounted cash flow forecast relating to
growth rates, terminal value and the discount rate used to derive
the recoverable amount of the Group's investment in AFFIN,
with support of our valuation specialists, through the following
procedures:

e conducting research on the assumptions and judgements
relating to growth rates, terminal value and the discount rate
based on market information available;

e performing an alternative calculation of the discount rate and
comparing this calculation with the discount rate applied by
management to assess reasonableness of the discount rate used
by management;

e evaluating the assumptions used in forecasting regulatory
capital adjustments required and checking the mathematical
accuracy of the forecast regulatory capital adjustments
required;

e comparing the estimated key performance indicators and
ratios with externally derived data, comparable companies and
analysts’ reports to assess their reasonableness;
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Impairment assessment of an investment in associate, AFFIN Bank Berhad (“AFFIN")

Refer to notes 2(r), 31 to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

A number of key judgements were made by management in determining
the inputs for the VIU calculation which included:

e forecast cash flows;

o forecast regulatory capital adjustments required;
e growth rates and terminal values; and

e discount rate applied to the forecast cash flows.

We identified the impairment assessment of the Group's investment
in AFFIN as a key audit matter because of the increased uncertainty
of the VIU estimation and its significance to the consolidated financial
statements, and because assessing the key assumptions involved a
significant degree of management judgement which may affect both the
carrying value of the Group’s investment in AFFIN at year end and amount
of impairment charge for the year.

e evaluating the sensitivity analyses prepared by management for
each of the key assumptions adopted in the discounted cash flow
forecast, including growth rates applied, cash flow forecast, and
discount rate assumptions, and considering any management bias in
formulating these assumptions; and

e evaluating the probabilities assigned by management to the various
economic scenarios in the VIU calculation by assessing whether they
were aligned with market and economic development.

In addition to the above audit procedures, we also considered whether
the disclosures in the consolidated financial statements in respect of the
impairment assessment of the Group’s investment in AFFIN reflected the
risks inherent in the key assumptions with reference to the requirements
of the prevailing accounting standards.

INFORMATION OTHER THAN THE CONSOLIDATED FINANCIAL STATEMENTS AND AUDITOR'’S

REPORT THEREON

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.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL STATEMENTS

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.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made
by the directors.

e 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.

e 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.

e 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.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements regarding independence
and 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 McSheaffrey, Paul Kevin.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

24 February 2022
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CONSOLIDATED INCOME STATEMENT
ekl ax

For the year ended 31st December, 2021 & F20214F 12531 H 1L FE
2021 2020
Notes A7 BGLEIVINEEAEE- PN HKS Mn BB E T
Interest income FEHA 5 18,055 21,107
Interest income calculated using the BEMREREEDN
effective interest method RN 19,123 21,718
Other interest expense HAiF B (1,068) (611)
Interest expense FEZH 6 (6,870) (9,557)
Net interest income R BN 11,185 11,550
Fee and commission income MR8 RAS KA 7 3,916 3,714
Fee and commission expense REERAEZ M (847) (792)
Net fee and commission income RISE KA KA FE 3,069 2,922
Net trading profit RS mMEE 8 879 984
Net result on financial instruments BREEARMATEESR
at FVTPL TEMFRR 9 234 198
Net result on financial assets measured BRZEANEARKERFEE
at FvOC FREENFRR 10 45 153
Net loss on sale of investments measured HERBHERATEREY
at amortised cost FEE (14) (14)
Net hedging profit HihRFFE 11 144 62
Net insurance profit N E el 12(a) 411 771
Other operating income H At 48 & A 13 330 684
Non-interest income JEF B A 5,098 5,760
Operating income "IN 16,283 17,310
Operating expenses mEZ 14 (9,321) (8,963)
Operating profit before impairment losses RIBRIREIE K 2 & HF 6,962 8,347
Impairment losses on financial instruments & & T AR EEX 15 (1,679) (4,674)
Impairment losses on assets held for sale BAEELEAERBRERX - (12)
Impairment losses on intangible assets EVEEREBKX 32(b) - )
Impairment losses on associate A YNEINRIE = ES 31 - (402)
Impairment losses REE R (1,679) (5,090)
Operating profit after impairment losses BEMBRIAERLRE ZEEER 5,283 3,257
Net profit on sale of assets held for sale HERBIELHEEEZ FRM 16 1,042 32
Net profit on disposal of subsidiaries/ HE S, A A
associates 23 A 181 341
Net loss on disposal of fixed assets HERTEEFER 17 4 (33)
Valuation losses on investment properties BERREVMEEE 33 (132) (301)
Share of profits less losses of associates and ~ JE{FEE & A B K& B EEF
joint ventures R IE1E 31 (234) 310
Profit for the year before taxation FENBRBATRF 6,136 3,606
Income tax PRIS T 18 (823) 79
Profit for the year FE MR F 5,313 3,685
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CONSOLIDATED INCOME STATEMENT (CONTINUED)

REWER (E)

For the year ended 31st December, 2021 &iZ2021F 12531 H 1L FE

2021 2020
Notes fz# BLGLERLNERAER-PAN  HKS Mn BB H &

Attributable to: AEER:
Owners of the parent REERR 42(k) 5,270 3,614
Non-controlling interests ESE G 43 71
Profit for the year FE AR 5313 3,685
HKS 8% 7T HK$ % 7T
Earnings per share BRAF
Basic YN 20 1.53 0.97
Diluted g 20 1.53 0.97

The notes on pages 179 to 363 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 19.

1792363 A MEBAUBREZ — 8D
B R E M R T AITRR 2 BB R
EEFHNHE19
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FeZEBRRE
2021 2020
Notes fifi7 BGLCINORERAEE- PN HKS Mn BB E T

For the year ended 31st December, 2021 & F20214F 12531 H 1L FE

Net profit %8 Al 5313 3,685
Other comprehensive income for the year: FENEMEERE
Items that will not be reclassified to
income statement: TAEEKERMIER
Premises: 7k
— unrealised surplus on revaluation of —ERTIMEENKRER
premises vackia 42(b) 5 57
— deferred taxes —RIERIE 42(b) 6 (@)
Fair value reserve (equity instruments): NTEERFE(RATIA)
— net change in fair value —AFEEZY 42(g) (571) 228
— deferred taxes —EERIE 42(g) 1 12
Liability credit reserve: BEEERE
— net change in fair value attributable to -BEEEEHEERRKM
Group's own credit risk SIBMATEES 35,42() (18) (29)
~ deferred taxes —RFEHIA 42(3) 4 4
Items that may be reclassified subsequently to
income statement: VA& FTaEEEE s R EVIAE
Fair value reserve (debt instruments): NTEERE(BEIA)
— net change in fair value —NFEBEZE 42(g) 735 439
— amount transferred to income statement  — R H &R E AR K
on disposal k| 42(g) (492) (618)
- on amortisation — B84 42(g) - M
— deferred taxes —RERIE 42(g) (213) 74
Hedging reserve (cash flow hedges): e R mEh) -
— effective portion of changes in fair value —$HRITARFEEZHEN
of hedging instruments BREH 42(h) - 2
— fair value change transferred to income —BARGROATEER
statement ) 42(h) - €)
Share of changes in equity of associates and (GBS & N A A B D ¥R
joint ventures & 42() (165) (17)
Exchange differences arising from TSR VNCTI
translation of accounts/disposal of BERNTREEDCEMIRIE
overseas branches, subsidiaries, WE/HEMEENER
associates and joint ventures ] 757 1,931
Other comprehensive income Hi2mEla 49 2,075
Total comprehensive income SEW LR 5,362 5,760
Total comprehensive income attributable to: ~ 2 HE Mz BB A BER ¢
Owners of the parent AEERR 5,319 5,688
Non-controlling interests IR 43 72
5,362 5,760

The notes on pages 179 to 363 form part of these financial statements.

F1795363 B 2 MABABBHRE 2 —HH -
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
SEMBRAE

As at 31st December, 2021 2021412531 H

2021 2020
Notes fi77 BLGLERIRELAER-PAN  HKS Mn BB B & T

2021 F3, 173

ASSETS BE
Cash and balances with banks Be RERTNET 24 55,088 56,377
Placements with and advances to banks FERITHNERRBRK 25 74,742 66,849
Trade bills BS9EE 26 10,772 11,793
Trading assets RHRBEE 27 2,483 1,190
Derivative assets TTETREE 45(b)i) 3,381 8,059
Loans and advances to customers BEFERREBR 28 544,437 509,070
Investment securities REES 29 147,507 144,171
Investments in associates and joint ventures ~ BtZ N B RABLERE 31 8,947 9,182
Fixed assets ElE&E 33 13,844 14,065
~ Investment properties —REME 4,992 4,961
— Other properties and equipment —HEmERZE 8,015 8,208
— Right-of-use assets —FRAEEE 837 896
Goodwill and intangible assets EERENAE 32 1,885 1,912
Deferred tax assets EERIBEE 36(b) 1,861 2,022
Other assets HmEE 34 42,523 59,730
— Assets held for sale —REEHEEE 55 2,264 26,657
- Others —Hft 40,259 33,073
Total Assets BERE 907,470 884,420
EQUITY AND LIABILITIES RRERREE
Deposits and balances of banks RITE R R AR 31,766 31,143
- Designated at fair value through —BERBBERARMR
profit or loss NEEE 35 3,639 5,442
— At amortised cost —BHERA 28,127 25,701
Deposits from customers BFEER 633,505 589,202
Trading liabilities RHBBER 5 =
Derivative liabilities TTETABRE 5,050 13,016
Certificates of deposit issued BEITERE 64,327 60,852
- Designated at fair value through —EBERABBEBERURMR
profit or loss NEEE 35 32,618 24,494
— At amortised cost — B R 31,709 36,358
Current taxation REFHIF 36(a) 958 624
Debt securities issued BEITEKES 5,847 5,057
- Designated at fair value through —EERABBEBERURMR
profit or loss NYEEE 35 620 155
— At amortised cost — BN 5,227 4,902
Deferred tax liabilities EERIBEE 36(b) 559 460
Other liabilities Hib & & 37 42,915 59,959
~ Liabilities held for sale —-RHEELEERE 55 1,637 26,864
~ Others —Hfth 41,278 33,095
Loan capital — at amortised cost EEER — BHEKA 38 6,488 10,311
Total Liabilities aEEE 791,420 770,624
Share capital EREN 40 41,645 41,557
Reserves Gl 42 60,133 57,328
Total equity attributable to owners
of the parent GERAEERAEREE 101,778 98,885
Additional equity instruments BOMERATA 41 13,968 13,968
Non-controlling interests R 304 943
Total Equity MR e 116,050 113,796
Total Equity and Liabilities R ER R E ELEE 907,470 884,420
Approved and authorised for issue by the Board on 24th February, 2022. EESN2022F2 B24 Bz RIRIER T o
Executive Chairman David LI Kwok-po HiTEE TEHE
Co-Chief Executives Adrian David LI Man-kiu BT A% ERE
Brian David LI Man-bun TR
Director Meocre LI Kwok-wing FE &

The notes on pages 179 to 363 form part of these financial statements. FI179ZE363EZMEBANBEREZ — 5 -
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ReEREBR

For the year ended 31st December, 2021 & F20214F 12531 H 1L FE

Capital
Revaluation esere -
reserve of Exchange  staffshare Liability Additional Non-
Share  General bk Capital revaluation  options  Fairvalue  Hedging credit Other  Retained equity  controlling Total
capital  reserve  premises  reserve reserve issued  reserve  reseve  reserve  reseves'  profits Total instruments  interests equity

BiE-
fistEfh iEfE DRARR  ATEE afEE EARE
Bk -Rik ] : it fif  HhGR fif  AbRE ERE a8 I5 FEREE BEARE
HKSMn — HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
EYAET EMEET AWAET HWEET RMEET AMAET MWEET RMEET AMAET AWAET AMAET AMAET ANAET AMAEER AMAER

At 15t lanuary, 2021 R01E1A1H 055 13,657 1895 895 301 157 2465 - (2 5138 0852 98,885 13,968 93 1137%
Changes nequity By
Proft forthe year ERMEA - - - - - - - - - - M 500 - B 5313
Other comprehensive income £ 2 g - - 1 - 7 - (540) - (14) (163) - L] - - 1]
Totel comprehengie ncome 2 NG EE - - 1 - 1 - (540) - (19) (165) 5210 5319 - 5] 5,362

Shares isued n e of WA SR HIRE

didend (hore 49) Wz 8 - - - - - - - - - - 8 - - 8
Fuity setted shareased ~ DUR(AERAERH 2
transaction (ote 42/ ReWEOn - - - - - 19 - - - - - 19 - - 19
Transer 8% - 1 () - - (4 - - - m (19) - - - -
DistibutionDividends decared £ EREIAERZET
orapproved durng theyear S RERS - - - - - - - - - - 053 (25) - ) (258
Change of ownership in
subsidiaries WEATZEREES - - - - - - - - - - - - - (630) (630)
At 315t December, 2021 BNENA3NE 1,645 13,658 1905 895 1,058 152 1925 - (46) 5191 335 101778 13,968 304 116,050
1. Other reserves include statutory reserve and other reserves. 1. BEM@EEEELTEEREMERE -

The notes on pages 179 to 363 form part of these financial statements. E179F 363 A MEBAMBIHRK 2 —HH -
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

GAMBED R ()

For the year ended 31st December, 2020 &iZ20204F 12531 A 1L FE

Capttal
Revaluation Teserve -
reserve of Bichange  staff share Liabity Additondl Non-
Share  General bank Capital ~ revaluation ~~ options Fainvalue  Hedging cedit Other ~ Retained equty  controllng Total
el resene  premses  resene resene ived  resene resene  resene  resenes’ profis Total instuments  interests equity

g EfEf ATEE SEEE ERE
kE -Rik B ERER L BE  HAEE BE  EbER  2mE £ 15 #EhEE EALE
HKSMn HKSMn  HKSMno HKSMn HKSMn o HKSM o HKSMR HKSMn o HKSMno HKSMn HKSMno HKSMn o HKSMn o HKSMn HKSMn
#BBEn #¥EEm AREEn ABAET RYAET AYAET RMAET AMEEn AYREn AY¥REn A¥EEn AYAER AMAED AMAET AEAER

At 15t January, 2020 RUNEIA1R 4319 13,651 1848 1090 (1,629) 163 231 1 M 5347 3113 95,307 13,963 368 109638
Changes n equiy ERRY
Profitfor theyear ER g - = - - - - - - - - 36 3614 - i 3685
Other comprehensiveincome - 124 - - 5 - 1930 - 134 (1) ) (1) - 2074 - 1 W
Totel omprefiensiee ncome - 2E4&EE - - 53 - 1930 - 134 U] ) (17 3614 5,688 - n 5,760
Issue of additional equty
nstruments' BRI - - - - - - - - - - - - 5001 - 501
Sharesisued i leu of WRRERfHRE
diidend flote 49) (i) 178 - - - - - - - - - - 17 - - 1

Fquty sttedsharebased WA BZRIERHZ

asacionfloe ) REHE4N) - - - - - 1 - - - - - 1 - - 11
Tranfer 8K - 6 (3] (195) = (1) - = - (192) 404 - - - -
Distrution/Divdends decared A8 RE £

or approved durng the year  RERERS - - - - - - - - - - 2.215) 2275 - 5 23%9)
Change of ownership in
subsidares KBAAZER RS - - - - - - - - - - - - - 55 556
Redemption of addftional
equity insruments EOgiRATA - - - - - - - - - - ) (4 (01 - ()

At 31st December, 2020 0205128318 41,557 13,657 189 895 30 157 2465 - 3 5138 3852 98,885 13,968 93 1137%

1. In 2020, the Bank issued HK$5,037 million (USD650 million) undated non-cumulative 1. R2020%F ' A778775850.37 87T (6.5 (5%

subordinated Additional Tier 1 capital securities. Direct issuance costs of HK$16 million are TT) SR H R IEEIEFES —RIRATA -
accounted for as a deduction from the equity instruments. EEZETHAEE1,6008TABE AL I E
HIRA T A HIk:
2. In 2020, the Bank redeemed HK$5,016 million (USD650 million) undated non-cumulative 2. R2020% - A77ME[EE#50.16 (7T (6.5 (85
subordinated Additional Tier 1 capital securities issued in 2015. JL)R2015 FZ7TaESRI H IR &1 15589/
—RIRATA -
3. Other reserves include statutory reserve and other reserves. 3 EMBEEEELITEEREMERE -

The notes on pages 179 to 363 form part of these financial statements. F179E363AZMEBAABRR L —#5 -
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CONSOLIDATED CASH FLOW STATEMENT
FEBEERER
For the year ended 31st December, 2021 & F20214F 12531 H 1L FE

2021 2020
Notes 7t BGLENIREEAER- PN  HKS Mn B E T

OPERATING ACTIVITIES REERTH
Profit for the year before taxation FE AR A 6,136 3,606
Adjustments for: HE
Charge for impairment losses on financial
instruments SRMITERERAXHE 1,679 4,674
Charge for impairment losses on assets REELEBERE
held for sale BAX 8 - 12
Charge for impairment losses on intangible
assets BREERBERAZE 32(b) - 2
Charge for impairment losses on associate B /X Rl (E 1B K 5 #5 - 402
Share of profits less losses of associates and ~ FE(GEEE A B] RA BB
joint ventures wm AR R 234 (310)
Net loss on sale of investments measured at I EREHM AT ERE 2
amortised cost FEE 14 14
Net profit on sale of debt securities HEBBEERENREAT
measured at FVOC| BEEBERFEM (95) (661)
Net profit on disposal of subsidiaries and HENBARRBEERRZ
associates el (181) (341)
Net profit on sale of assets held for sale HERAIEHEEEZ FH T (1,042) (32)
Net loss on disposal of fixed assets HERTEEZFER 4 33
Interest expense on debt securities issued BERTEBESFFMEX L 131 122
Interest expense on loan capital issued BEATEREEAFEZH 368 449
Interest expense on lease liabilities HERBNEZH 29 35
Depreciation on bank premises, furniture, 73k~ AL BB R
fixtures and equipment HETE 33 581 556
Depreciation on right-of-use assets CREEERE 33 374 425
Dividend income from equity securities BAZENENRENTEE
measured at FVOC| Befn 38 BB A 10 (22) (13)
Amortisation of intangible assets EAESH 14 14 14
Amortisation of premium/discount on debt ~ EETEBEFREEEAMN
securities and loan capital issued HIE/ s 1 8
Revaluation (gains)/losses on debt securities ~ EEEHTEHEFLEE
and loan capital issued AR (BF) /B (46) 33
Valuation losses on investment properties ERBREMEEBE 33 132 301
Equity settled share-based payment
expenses AR {D AERESFER 14,42(f) 19 "

8,340 9,340



(Increase)/decrease in operating assets:

Cash and balances with banks with original

CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

For the year ended 31st December, 2021

MEEEE) /R
RAHBBRAIBANELNRE

RERTERAA

2021 F£38, 177

RERERER (&

2021
Weyikza HKS Mn 8% 58T

2020
HK$ Mn & # B & T

)

BE2021F 12531 HIF FE

maturity beyond three months RIERITERNEF 1,492 1,775
Placements with and advances to banks
with original maturity beyond three JRANHARR & 318 A LA L RTT
months R KRB 378 15,641
Trade bills EEES 1,026 285
Trading assets RHRBEE (1,471) 261
BERBREREIRBMATE
Financial assets designated at FVTPL BENEREE - 446
Derivative assets SETREE 4,678 (2,366)
Loans and advances to customers BEFERRBR (36,838) (8,468)
Debt investment securities measured at
amortised cost REENAGTEEBIRARS (1,602) 896
Debt investment securities measured at BT ENENRBEATE
FVOCI B EEBREES (5.634) (15,174)
Debt investment securities mandatorily seHiREBER AR A TE
measured at FVTPL B BEBRER? 180 2,252
Non-trading equity securities mandatorily 58 1z BB B A R T (B
measured at FVTPL BIERHBERNE S 135 (1,820)
Other assets HiEE (10,684) 2,296
Increase/(decrease) in operating liabilities: REARBE/ Ol
Deposits and balances of banks RITMIF R R A 623 3,228
Deposits from customers BEFER 44,303 15,675
Certificates of deposit issued BEITERE 3,461 (13,236)
Trading liabilities RHABER 5 =
Derivative liabilities TETAGE (7,966) 5,362
Other liabilities HiBE 9,976 4,119
Exchange adjustments BE 5 0 B (383) (1,095)
NET CASH INFLOW FROM OPERATIONS RETHHESRAFE 10,019 19,417
Income tax paid BRMREHR
Hong Kong profits tax paid BT (167) (1,539)
Outside Hong Kong profits tax paid BRHEINFIEH (176) (214)
NET CASH GENERATED FROM
OPERATING ACTIVITIES FREREERTH RS FHE 9,676 17,664

The notes on pages 179 to 363 form part of these financial statements.

F179E363HEZMEBAYBRERZ —=/5 -
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CONSOLlDATED CASH FLOW STATEMENT (CONTINUED)
n'/T\ (=] EE: % I i ;!% ( fi= )

For the year ended 31st December, 2021 & Z20214F 12 531 A IEFE

2021 2020
Notes it BGLCINOPELAEE- PN HKS Mn BB E T
INVESTING ACTIVITIES REEE
Dividends received from associates and
joint ventures H&HXW%QT&/—\QTL\%HQE’ - 61
Dividends received from equity securities L ER 3 A 2 T I s DA R B A
measured at FVOC| BERHEFRE 22 13
Purchase of fixed assets BABRTEE (605) (599)
Proceeds from disposal of other properties
and equipment HEHMYERBBENERE 113 5
Proceeds from sale of assets held for sale HERBELEEEMBRE 3,135 43
Proceeds from disposal of associates HEHE A RIS HIE - 906
Returns of/(additional) investments in
associates B A AR ARE, (M) 7 (61)
NET CASH GENERATED FROM INVESTING
L ACTIVITIES RERAEBoASER 0 2672 . 368
FINANCING ACTIVITIES METE
Ordinary dividends paid A AR AR B (1,686) (1,358)
Distribution to Additional Tier 1 issue RETEIN-—RERTA
holders ESE=UN 19(0),42(k) (811) (792)
Issue of additional equity instruments BITHEINRATA - 5,021
Issue of debt securities BITBEBES 692 1,867
Issue of loan capital BITEEENR - 4,632
Payment of lease liabilities XNEEERE (388) (444)
Redemption of debt securities issued BEBEBRITEBES 4 (163)
Redemption of loan capital BEEHTEEER (3,898) (4,651)
Redemption of additional equity
instruments BEEINRATA - (5,040)
Interest paid on debt securities issued TRBBEITRBEELRFS (125) (117)
Interest paid on loan capital TREEERHNE (391) (560)
NET CASH USED IN FINANCING
,,,,,,,, ACTVITIES  FRREZEBZReRE® 000 66 (1,605
NET INCREASE IN CASH AND CASH
EQUIVALENTS ReRERBESERFEM 5,737 16,427
CASH AND CASH EQUIVALENTS AT MMB1EZESRERES
1ST JANUARY 1HH 47(a) 113,702 94,638
Effect of foreign exchange rate changes BE R E B R 1,207 2,637
CASH AND CASH EQUIVALENTS AT R12AMAZEERERAES
31ST DECEMBER HE 47(a) 120,646 113,702
Cash flows from operating activities REREEBTHNRS
included: MERRE:
Interest received S WA 17,894 21,653
Interest paid FEZH 6,828 11,290
Dividend received GO 44 38

The notes on pages 179 to 363 form part of these financial statements. F179Z 363 B 2B AMBREZ —&5H
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NOTES TO THE FINANCIAL STATEMENTS

. PRINCIPAL ACTIVITIES EE XK

Bt ¥ 8 & I &

2.

The Bank and its subsidiaries (the “Group”) are engaged in the provision of banking
and related financial services.

SIGNIFICANT ACCOUNTING POLICIES FE=:HE

FITREMBAR ([KEE]D N ETEEBR
RERITRE @O BRS

(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 consolidated financial statements for the year ended 31st December, 2021
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.

(a) MEHEsIBHA

(b

~
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BB AEE R BRI REERTN
(CEEMBHEER)  YRAFEREEDN
BRI E R AR R R R AR AN o PHRE3 1R
HEBRERZSENMSIRETBRED
AR MZEEMRBEEREEARRN
ARMEARREFEHHOMBIHRE -
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BHE2021F12831 B IEFEMNGE B
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BT BRI A (R B - A
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B RS AR M AR (&)

2. SIGNIFICANT ACCOUNTING POLICIES (conTiNnueD) F E 25T IBUEK (&)

(9]

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.

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 52.

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 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.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

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.

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.

(ii)

B RS dR AR MY AR (48)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R )

2. SIGNIFICANT ACCOUNTING POLICIES (conTiNnueD) F E 25T IBUEK (&)

Investments in associates and joint ventures are accounted for in the
consolidated financial statements under the equity method, unless they are
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(g) and
2(r)). Any excess of fair values of the investees’ net identifiable assets over the
cost of investment upon acquisition, 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.
Any dividend income received from associates and joint ventures reduces the
carrying values of the investments in associates and joint ventures, respectively.

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.

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)).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

(d) 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 from translation of equity investments for 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.

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 in the 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. Goodwiill 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 for financial assets held at either FVOCI or amortised cost, and
interest expense on all financial liabilities held at amortised cost is recognised in the
income statement 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.

B RS dR AR MY AR (48)
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNnueD) F E 25T IBUEK (&)

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 as 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.

The Group adopts Interest Rate Benchmark Reform — Phase 2 Amendments to
HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4 and HKFRS 16 (the “Phase 2 amendments”),
which allows a practical expedient for changes to the basis for determining
contractual cash flows to be treated as changes to a floating rate of interest,
provided certain conditions are met. The conditions include that the change is
necessary as a direct consequence of interest rate benchmark reform and that the
transition takes place on an economically equivalent basis (Note 3).

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.

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 as 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.
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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.

(g) 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.

(ii) Finance income from finance leases
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.

(iii

=

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.
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNnueD) F E 25T IBUEK (&)

(iv) 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.

Net insurance profit

The Group’s operating income from its insurance business is presented as net
insurance profit in the consolidated income statement. The Group follows the
relevant accounting policies for the recognition of such operating income. Gross
insurance premium income represents gross premiums received and receivable
in respect of long-term and general insurance business, net of discounts and
returns. Details of net insurance profit are set out in Note 12.

(h) Financial Instruments

0

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 financial assets at FVTPL, investment securities classified
as measured at amortised cost or at fair value through other comprehensive
income (FVOCI), derivative transactions 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 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.
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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.
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Business model assessment BRE L
The Group makes an assessment of the objective of a business model in which AEEFTEEAAEOBAEAENEE
an asset is held at a portfolio level because this best reflects the way the business BAZER ARERERMEBER
is managed and information is provided to management. The information WIERREREREERNT N -
considered includes: ZERHERBIE
e the stated policies and objectives for the portfolio and the operation of o HEHWBEIEBEME EARZEFR
those policies in practice. In particular, whether management’s strategy ROEBERBEE- LHRE EBEN
focuses on earning contractual interest revenue, maintaining a particular REZFRBIA LTI BWA - 4
interest rate profile, matching the duration of the financial assets to the FRETHAEMEG HeREED
duration of the liabilities that are funding those assets or realising cash flows HRELAZSEERHECHNERE
through the sale of the assets; SRBHEREZRRSMOIR
GiEL
e how the performance of the portfolio is evaluated and reported to the o MAFHHAESHRRALAAEER
Group’'s management; ERERE
e the risks that affect the performance of the business model (and the o FE/ERN (KHAERATHE
financial assets held within that business model) and how those risks are HEREE) RRENEBRIARAAE
managed,; BZERR
e how managers of the business are compensated — e.g. whether o HEBEBABMMEESIHEE—FIW -
compensation is based on the fair value of the assets managed or the HESEREMEREENRFE
contractual cash flows collected; and B EBBE KRS REE &
e the frequency, volume and timing of sales in prior periods, the reasons o MAAMRMNEEHEE HEMHE
for such sales and its expectations about future sales activity. However, B3 HEREURHEEHRRHE
information about sales activity is not considered in isolation, but as part of EBH A - A HEFBHNE
an overall assessment of how the Group’s stated objective for managing the KIS ZE - R fERBRNA
financial assets is achieved and how cash flows are realised. SENMMERMENEREEERE
BIE RN BRI & i B 88 3T (A
B—&5 -
Financial assets that are held for trading or managed and whose performance is RBEX SR B EB NIRRT EEEF
evaluated on a fair value basis are measured at FVTPL because they are neither HMERANEREERBBIERIAR
held to collect contractual cash flows nor held both to collect contractual cash MATFEESSE  BAEBRFRERRE
flows and to sell financial assets. WREMRZA  TEREEREOERESR

RELESREEZR -

Assessment whether contractual cash flows are solely payments of principal and GRS RBMERZ A 2R
interest FiE

For the purposes of this assessment, ‘principal’ is defined as the fair value of the RUEBEFEMS (AN EERES R
financial asset on initial recognition. ‘Interest’ is defined as consideration for the BEEVREIARNDTEE - [FE]
time value of money and for the credit risk associated with the principal amount B TE 3 2 B W 0 5 [ B (B A I SRS TE
outstanding during a particular period of time and for other basic lending risks BAREBERSEANEARRIAKRE
and costs (e.g. liquidity risk and administrative costs), as well as profit margin. B R B KRR A AR (7 40 7 D 1 &

RAMEEER) RMBRORE -
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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).

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.

B RS dR AR MY AR (48)
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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.

The Group may, at initial recognition, irrevocably designate a financial liability as
at FVTPL in either of the following circumstances:

(i) When doing so results in more relevant information because either:

e a group 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.

(i) If a liability contract contains one or more embedded derivatives unless
the embedded derivative(s) does not significantly modify the cash flows
that would otherwise be required by the contract or if it is obvious that
separation of the embedded derivative(s) is prohibited.
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Fair value measurement principles

The fair value of financial instruments is based on their quoted market prices,
where available, 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.

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.

(iii)

(iv)

(v)
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(vi

=

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.

In the context of interest rate benchmark reform, the Group’s assessment
of whether a change to an amortised cost financial instrument is substantial
is made after applying the practical expedient introduced by the Phase 2
amendments. This requires the transition from an interbank offered rate to a
new alternative benchmark rate to be treated as a change to a floating interest
rate as described in (Note 2(e)) above.

The Group updates the effective interest rate of the financial asset or financial
liability to reflect the change that is required by the interest rate benchmark
reform if the basis for determining the contractual cash flows of a financial
asset or financial liability measured at amortised cost changes as a result of
the reform. A change in the basis for determining the contractual cash flows is
required by interest rate benchmark reform if the following conditions are met:

e the change is necessary as a direct consequence of the reform; and

e the new basis for determining the contractual cash flows is economically
equivalent to the previous basis, i.e. the basis immediately before the
change.

If changes are made to a financial asset or financial liability in addition to
changes to the basis for determining the contractual cash flows required by
interest rate benchmark reform, then the Group first updates the effective
interest rate of the financial asset or financial liability to reflect the change that
is required by interest rate benchmark reform. Subsequently, the Group applies
the policies on accounting for modifications set out above to the additional
changes.

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.

(vi)
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(vii) Impairment (vii) &
The Group recognises loss allowances for expected credit losses (ECL) on the AEEFUATIEBBERARMRAFE
following financial instruments that are not measured at FVTPL: EfENeMITANEHEREBAER
B LER
e financial assets that are debt instruments; s BEBIANSRMEE:
e lease receivables; o MERUARR
e financial guarantee contracts issued; o BEEHHNMBEREL
e |oan commitments issued; and o BEHMETEE: R
e contract assets o SHEE
No impairment loss is recognised on equity investments. EERRMNIRESERE -
The Group measures loss allowances for 12-month or lifetime ECL using a AEEFEAIBREAR12EARERD
3-stage approach as follows: ARz BRAEERANREEBDT
Stage Description Impairment Loss Allowance Measurement
P ER fi REBXERTE
1 Performing 12-month ECL
Bf7e 12BARZEREERX
2 Performing but with a significant increase in credit risk at reporting date Lifetime ECL
compared to initial recognition BHHRNEREERKX
AR BB E A TR SRR RS B K= F Rk A I8 18 i
3 Non-performing Lifetime ECL
TR BHHN BREERXKX
12-month ECL is the portion of ECL that result from default events on a financial REAARzEHEERAEeRIAR
instrument that are possible within the 12 months after the reporting date. BREBRZI2EAR  FEEEENSE
HERERNEEELX -
The Group’s stage allocation can be matched to the HKMA's 5-Grade Asset REENBERIEFESERNSRE
classification as follows: BRI AT
HKMA's 5-Grade Asset classification Stage Allocation
SERMSREEER P ER 2
General (i.e. do not meet the Bank’s criteria of “Significant Increase of Credit Risk”) 1
Pass — R (B EARTE = SRR EEZE L] f2%ER])
&1 Meet the Bank’s criteria of “Significant Increase of Credit Risk” 2
FERTHIEERRBEE N HER
Special Mention 2
FEMT
Substandard
KR
Doubtful 3
R
Loss

BB
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The criteria of “significant increase of credit risk” takes into consideration of
three 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;

2. Being Special Mention under HKMA classification; and

3. The rating of the exposure falls out of the “Low-Credit Risk Threshold” that
is equivalent to the globally understood definition of “investment grade”.

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 (non-performing) 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.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

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 |oan 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 profit or loss.

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
amount of revenue 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 includes
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 or when the Group has a right to an amount of non-refundable
consideration that is unconditional, before the Group transfers a good or service
to the customer. The Group includes the contract liabilities in “other accounts” of
other liabilities in the statement of financial position.

(i)

()

B RS dR AR MY AR (48)

T BEMIEK BT ER 5 EBEX
HHERRANBREREMBRRE
RIZAT IR -

o WHHKAENESBMEE &
EMREEAETMRE

o EREERMBEREN  —RIE
RABETEMNEE &

o WRBHMEEWGEARKRAFE
B BNEB TR  EFBMRRAR
R TINRBRER  AREEE
MEEEEAEATEE  BRFEER
BHEERK - AT - BRERS
ERFEERERKRERNER

#
EERRESEFEER AT KRE
= BT (HBokes) - EA%E
HB 8 SR 28 8 B SR A SOR AT EE A
RS S AME R EMGH A & B
—AREUALLERIR o R EMBEN SR
BENAREZINTEBNZE L&
SFASEWREER S RN

RERBEERAE
ERZAENEENAERETIERFERY
HEXBANSREEVNCREE  BR
HE— AU HRERNATHASHMTEA
A B ER BN A RS ARERAES
B - RHBEEMNAERTAER - RER
AAFEEFEBESBAE SRR -

BHREERRRE
EAKBEBAAEFEREMKRBENOL
REP A RESHFIRD B A R YA - B
AEBRBZANABRESEIITAEN
BE  EEAIRAREIRFN BRI -
HHEER AR (B HYRE T ARR B PRI R A SN R 2=
RIGSE - AIEHNEERMBAHRK P HER -
EEDRENEMKBEGE  GHNEE
HEZRUER AOEERERSREE
(BiEEE2(h)(vii)) WOFTEAER - AEEBRES
WEERM BN R T EMEERNEMAR
IE o

BEFPEASEEEERERFRDHR (A
BEERE) BRI RERENET -
AERBEMNEE AEBNANABERRE
ERBRARAN [ EMAEI BT H
BRI ©



196  The Bank of East Asia, Limited | Annual Report 2021

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R )

2. SIGNIFICANT ACCOUNTING POLICIES (conTiNnueD) F E 25T IBUEK (&)

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.

(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
(i) the hedging instrument expires or is sold, terminated or exercised; (ii) the hedge
no longer meets the criteria for hedge accounting; or (iii) the Group revokes the
designation.

(i) 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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(i) Fair value hedges

(iii

)

=

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.

Specific policies for hedges affected by interest rate benchmark reform

The Group applies Interest Rate Benchmark Reform: Amendments to HKFRS
9, HKAS 39 and HKFRS 7 (the “Phase 1 amendments”) reliefs to hedging
relationships directly affected by interest rate benchmark reform during the
period before the replacement of an existing interest rate benchmark with a
new alternative benchmark rate.
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The reliefs cease to apply once certain conditions are met. These include when

the uncertainty arising from interest rate benchmark reform is no longer present
with respect to the timing and amount of the benchmark-based cash flows
of the hedged item when the hedging relationship is discontinued or once
amounts in the cash flow hedge reserve have been released.

The Group also applies the Phase 2 amendments, which provides temporary
reliefs that allow the Group’s hedging relationships to continue upon the
replacement of an existing interest rate benchmark with a new alternative
benchmark rate.

(0

The Phase 1 amendments

The Phase 1 amendments modify specific hedge accounting requirements
to provide relief from potential effects of the uncertainties caused by
interest rate benchmark reform so that entities applying those hedge
accounting requirements assume that the interest rate benchmark on
which the hedged cash flows and cash flows of the hedging instrument
are based is not altered as a result of interest rate benchmark reform.
These amendments replace the need for specific judgements to determine
whether certain hedge accounting relationships that hedge the variability of
cash flows or interest rate risk exposures for periods after the interest rate
benchmarks are expected to be reformed or replaced continue to qualify for
hedge accounting.

The Phase 2 amendments

The Phase 2 amendments provide a series of temporary exemptions from
certain hedge accounting requirements when a change required by interest
rate benchmark reform occurs to a hedged item and/or hedging instrument
that permit the hedging relationship to be continued without interruption.
The Group applies the following relief as and when uncertainty arising from
interest rate benchmark reform is no longer present with respect to the
timing and the amount of the interest rate benchmark-based cash flows of
the hedged item or hedging instrument:

e the Group amends the designation of a hedging relationship to reflect
changes that are required by the reform without discontinuing the
hedging relationship; and

e when a hedged item in a cash flow hedge is amended to reflect the
changes that are required by the reform, the amount accumulated
in the cash flow hedge reserve is deemed to be based on the
alternative benchmark rate on which the hedged future cash flows are
determined.

While uncertainty persists in the timing or amount of the interest rate
benchmark-based cash flows of the hedged item or hedging instrument,
the Group continues to apply the existing accounting policies.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

(I) 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, 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 loans 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, and the underlying asset is not recognised in the Group’s financial statements.
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(n) REF =

(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 a 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

@

(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)).

In 1989, any deficit arising from revaluation was charged to the income
statement, to the extent that it exceeded the amount held in the bank premises
revaluation reserve in respect of that same asset immediately prior to the
revaluation. Any surplus arising from revaluation was 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 of the transitional provisions
set out in paragraph 80AA of HKAS 16 “Property, Plant and Equipment” issued
by the HKICPA has been taken, 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, 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 is 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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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNnueD) F E 25T IBUEK (&)

(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.

(i) 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.
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(r) Impairment of Non-Financial Assets

Internal and external sources of information are reviewed at each end of the
reporting period to identify indications that any non-financial assets may be
impaired or, except in the case of goodwill, an impairment loss previously
recognised no longer exists or may have decreased.

If any such indication exists, the asset’s recoverable amount is estimated. In addition,
for goodwill, 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 its 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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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNnueD) F E 25T IBUEK (&)

(s) HE

(s) Leases

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 cases 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.

(i) Asalessee

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 measured 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(o)(ii).
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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.

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 comprises 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. 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 lease liability is also remeasured when there is a change in the scope of a
lease or the consideration for a lease that is not originally provided for in the
lease contract (“lease modification”) and is not accounted for as a separate
lease. In this case the lease liability is remeasured based on the revised lease
payments and lease term using a revised discount rate at the effective date of
the modification. The only exception is any rent concession which arose as a
direct consequence of the COVID-19 pandemic and satisfied the conditions
set out in paragraph 46B of HKFRS 16 Leases. In such case, the Group took
advantage of the practical expedient set out in paragraph 46A of HKFRS 16 and
recognised the change in consideration as if it were not a lease modification.
The rent concessions are recognised as a credit to variable lease expenses in
profit or loss.
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(ii)

In the situation that if a lease modification is required by interest rate benchmark
reform, the Phase 2 amendments allow the Group to use a revised discount rate
that reflects the change in interest rate when remeasuring a lease liability.

The Group has applied judgement to determine the lease term for some lease
contracts that include renewal options in which it is a lessee. 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 33) and lease liabilities in “other
liabilities” (Note 37) in the statement of financial position.

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 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 (Note 14).

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).
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(t) 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 subsequent to initial classification are recognised in the income
statement.

(u) 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.

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.
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(iv

=

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 the end of each
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.

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
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— 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.

(v) 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.

(w)Provisions and Contingent Liabilities

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.
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNnueD) F E 25T IBUEK (&)

(x) M BEERANE KA

(x) 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 allowances
(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.

Retirement benefits

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

(iii

=

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.
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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 Bank adopted equity-settled share based payment arrangement under Staff
Share Option Schemes to grant the options to eligible employees of the Group.

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.

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. When
the options are exercised, equity is increased by the amount of the proceeds
received.
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2. SIGNIFICANT ACCOUNTING POLICIES (cONTINUED) E E =51 BUE (@)

(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).

(g9) 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

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 and balances with banks, 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.

(ac) 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.

The substance of a financial instrument, rather than its legal form, governs its
classification. A financial instrument is classified as a liability where there is a
contractual obligation to deliver either cash or another financial asset to the holder
of that instrument, regardless of the manner in which the contractual obligation will
be settled.

Subsequent to initial recognition deposits, debt securities issued and capital
instruments classified as financial 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. Distribution thereon are
recognised in equity.

(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.
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNnueD) F E 25T IBUEK (&)

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 the Interest Rate Benchmark Reform — Phase 2
amendments from 1st January, 2021. A number of new standards are effective for
annual periods beginning after 1 January 2021 and earlier application is permitted,;
however, the Group has not early adopted the new or amended standards in
preparing these consolidated financial statements.

In respect of the Phase 2 Amendments, the Group applied them retrospectively.
In accordance with the options permitted in the Phase 2 amendments, the Group
has elected not to restate the prior period to reflect the application of these
amendments, including not providing additional disclosures for 2020.

There is no impact on opening equity balances as a result of retrospective
application given that the relevant modifications to financial contracts would only be
required after 2020.

The Phase 2 amendments provide practical relief from certain requirements in
HKFRSs. This relief relates to modifications of financial instruments and lease
contracts or hedging relationships triggered by a replacement of a benchmark
interest rate in a contract with a new alternative benchmark rate.
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The Group updates the effective interest rate of the financial asset or financial
liability to reflect the change that is required by the interest rate benchmark reform
if the basis for determining the contractual cash flows of a financial asset or financial
liability measured at amortised cost changes as a result of the reform. A change
in the basis for determining the contractual cash flows is required by interest rate
benchmark reform if the following conditions are met:

— the change is necessary as a direct consequence of the reform; and

— the new basis for determining the contractual cash flows is economically
equivalent to the previous basis, i.e. the basis immediately before the change.

If changes are made to a financial asset or financial liability in addition to changes
to the basis for determining the contractual cash flows required by interest rate
benchmark reform, then the Group first updates the effective interest rate of the
financial asset or financial liability to reflect the change that is required by interest
rate benchmark reform. Subsequently, the Group applies the policies on accounting
for modifications set out above to the additional changes.

The Phase 2 amendments allow the Group to use a revised discount rate that
reflects the change in interest rate when remeasuring a lease liability because of a
lease modification that is required by interest rate benchmark reform.

The Phase 2 amendments also provide a series of temporary exemptions from
certain hedge accounting requirements when a change required by interest rate
benchmark reform occurs to a hedged item and/or hedging instrument that
permit the hedging relationship to be continued without interruption. The Group
applies the following relief as and when uncertainty arising from interest rate
benchmark reform is no longer present with respect to the timing and the amount
of the interest rate benchmark-based cash flows of the hedged item or hedging
instrument:

— the Group amends the designation of a hedging relationship to reflect changes
that are required by the reform without discontinuing the hedging relationship;
and

— when a hedged item in a cash flow hedge is amended to reflect the changes
that are required by the reform, the amount accumulated in the cash flow
hedge reserve is deemed to be based on the alternative benchmark rate on
which the hedged future cash flows are determined.

For details of exposures to Interbank Offered Rates as at 31st December 2021,
please refer to Note 56.
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4. BANK-LEVEL STATEMENT OF FINANCIAL POSITION $R 1T /8 ™ = 8 3 ik S &
2021 2020
Note fifi HK$ Mn BB EETT
ASSETS BE
Cash and balances with banks ReRERTHER 25,555 25,911
Placements with and advances to banks ERITNTER KRBT 63,177 55,929
Trade bills EUES 439 1,012
Trading assets RHABEE 851 881
Derivative assets fTHETAEE 1,635 4,743
Loans and advances to customers BEFERRBR 395,919 384,200
Investment securities BEES 124,628 118,398
Amounts due from subsidiaries HBABIRRK 12,077 9,542
Investments in subsidiaries HERRIEE 19,497 20,216
Investments in associates and joint ventures HERAREELERE 4,344 4312
Fixed assets EEEE 9,902 10,075
— Investment properties BB 5,034 4,945
— Other properties and equipment L EYE T 4,264 4,484
— Right-of-use assets —RAEAE 604 646
Goodwill and intangible assets BERENEE 1,460 1,460
Deferred tax assets ERETRIBAE 152 146
Other assets HihEE 10,273 12,815
— Assets held for sale —HEELERE 701 521
- Others —Hf 9,572 12,294
Total Assets BERSE 669,909 649,640
EQUITY AND LIABILITIES BEES L EE
Deposits and balances of banks FATOFRREH 29,819 25,682
— Designated at fair value through —EERBBER AR
profit or loss AT EE 3,639 5,442
— At amortised cost — B AR 26,180 20,240
Deposits from customers BPEX 463,329 443,131
Trading liabilities RHABERE 5 =
Derivative liabilities METARE 3,411 6,207
Certificates of deposit issued BEIERE 52,381 49,949
— Designated at fair value through —EEABBBENRE
profit or loss NTEE 32,618 24,494
— At amortised cost — B KA 19,763 25,455
Amounts due to subsidiaries RHTBARFIE 2,012 5,271
Current taxation AERIE 934 594
Debt securities issued BERTERES 2,789 2,092
- Designated at fair value through —ETABBERIRY
profit or loss NTEE 620 155
— At amortised cost —BHEKAR 2,169 1,937
Deferred tax liabilities EREFIEAE 526 375
Other liabilities Hi B | 8,776 10,365
Loan capital - at amortised cost EEEAR — BHERA 4,655 8,533
Total Liabilities BERE 568,637 552,199
Share capital (%N 41,645 41,557
Reserves i 42() 45,659 41,916
Total equity attributable to owners of the Bank ~ BBR AT RIER LT 87,304 83,473
Additional equity instruments BHINRATE 13,968 13,968
101,272 97,441
Total Equity and Liabilities B R B EeE 669,909 649,640

Approved and authorised for issue by the Board on 24th February, 2022.

BEYMN 202242 A 24 B RBEEE

Executive Chairman David LI Kwok-po HITEE ZEHE
Co-Chief Executives Adrian David LI Man-kiu BT, ERIB

Brian David LI Man-bun ZRM
Director Meocre LI Kwok-wing BF ZE %
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B #& sk R MY AR (4B )
5. INTEREST INCOME # 2 Yt A
2021 2020
HKS Mn B 5T EGISIVIREEER-
Loans, deposits with banks, and trade bills BF - ERTOER  REFHRE 15,595 17,966
Investment securities BEBS
— REHEKASEBE 2 EKE
— measured at amortised cost or FVOC| ARBAFER 2,305 2,972
~ designated at FVTPL —BERBBRBRNARMATEE - 2
- mandatory at FVTPL —RERERBRARMATEE 110 144
Trading assets RGBEEE 45 23
18,055 21,107

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 assets are first netted together and then combined with the interest income
from the corresponding financial assets.

The above included interest income of HK$19,123 million (2020: HK$21,718

million), before hedging effect, for financial assets that are not recognised at fair
value through profit or loss.

. INTEREST EXPENSE F|E % H

REEHFEREBERZS  RRFIESHE
EMARE D T AL A5 RRRA S
MEEHAREENNESQOMEENTERT
HRBAEREE FREHLARESREE
EERFBRAE B -

ETBEEHPFEN - REFRATFEER
RERNETBEEZNERARAEE 191.23
B7C (20204 : B#217.1887T) °

2021 2020
Customer deposits and deposits of banks BEPEHRRBITHFR
— at amortised cost —RBHER AR 5,655 7,739
— designated at FVTPL —EEABRERIURBMATEE 9 40
Certificates of deposit and debt securities issued BRIEABERERES
— at amortised cost —RBHEK AR 617 951
— designated at FVTPL —EERBRBRIURMATER 181 332
Subordinated notes carried at amortised cost REHEK A RNEER 377 455
Lease liabilities HESRE 29 35
Other borrowings EAfE® 2 5
6,870 9,557

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.

The above included interest expense of HK$6,719 million (2020: HK$9,243 million),
before hedging effect, for financial liabilities that are not recognised at fair value
through profit or loss.

REHRHNERERBRNRS  FEEREEN
AR T AN AR HEGEERAEH]
R & 3 B ) 3R & 49 TS A8 0 JE A ST H A

BAREH FEEAHAHRSRAGEELENH
BXHAH-
ETERBEFFER - KEFRAFEERE

REENERAEINEHAEE67.19
BT (20204 : &% 92.43187T) °
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7. FEE AND COMMISSION INCOME BRI ERHES WA

Fee and commission income is disaggregated by services:

RBERAERAZRESEWT

2020
Restated®e®
BR@D
HKS Mn B EE T IGSIVINEEAEE- v
Loans, overdrafts and guarantees B3 B RER 947 942
Credit cards (BEERS 801 909
Investment products REEm® 409 457
Securities brokerage BRLL 403 387
Trust and other fiduciary activities fEREREMAEER 305 282
Sale of third party insurance policies HEFE=EBRTHRE 296 52
Other retail banking services Hin T ERITRSG 176 165
Trade finance EHRE 920 74
Others Hil 489 446
Total fee and commission income MRS & kA WA LT 3,916 3,714
Net fee income, other than amounts included mFBBERARRATER
in determining the effective interest rate, SR e MEERBE
arising from financial assets or financial liabilities FTEE 2 FRBEBRA (TR
that are not measured at FVTPL FREAFEBRFIER 2 &%) 3,082 2,935
Fee income RS & A 3,916 3,714
Fee expenses MRS & i) (834) (779)
Note:  Certain fee and commission income in 2020 has been reclassified among the 7 UFEARERZH Y =0 2020 FBE FH)
categories of loans, overdrafts and guarantees, securities brokerage, trade finance and Bl BERIEIR  BHEH  BEBER
others to conform to the current year’s presentation. BRI RIS BRI MAE EF 5 -
8. NET TRADING PROFIT X Z i&mF F5E
2021 2020
Profit on dealing in foreign currencies and funding
swaps AN B B T HNEE #2 HR s ) 436 130
(Loss)/Profit on trading securities RERABRES (BB) 5F (52) 76
Net gain on derivatives PTETAFAFT 475 755
Loss on other dealing activities Hih 5 ¥EBEE (2) )
Dividend income from trading equity securities RHBERMHEBEHFHRSBA 22 25

879 984
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B R M ()

. NET RESULT ON FINANCIAL INSTRUMENTS AT FVTPL
ERBRBEURRAFEESHMIANFERR

2021 2020
HKS Mn B% E5E T IS -V

Net gain/(loss) from financial instruments designated 1§ € BB BB A RB A FEES

at FVTPL TAMFERR/ (BE) 89 22)
Net gain from financial instruments mandatorily BHIRBREBENRBRAFEENE
measured at FVTPL (other than those included in SRMIAMFERN(BREBEE
net trading profit) R EFFEEN) 145 220
234 198

10. NET RESULT ON FINANCIAL ASSETS MEASURED AT FVOCI

BREEREARRAFEESHEENFRR

2021 2020
HKS Mn 2% 58T EGISIVINCEET: Ve
Net profit on sale of debt securities HERBERFHEF 23 140
Dividend income from equity securities % 17 7 5 R S A 22 13
45 153
11.NET HEDGING PROFIT ¥4 5% R /% 58
2021 2020
HKS Mn B B E T STV EAEE- v

Fair value hedges NFEEEAF
— Net (loss)/gain on hedged items attributable to — A BB RIEE 2 R AR
the hedged risk EEKT (B1B) /B (2,941) 2,203
— Net gain/(loss) on hedging instruments —REHFTAMFERF, (FH]R) 3,085 (2,141)
144 62
There was insignificant ineffectiveness recognised in the Group’s income statement M2021F K 20204F - AREREPESE
arising from cash flow hedge for the years 2021 and 2020 (see Note 45(b)(iii)(b)). WEAEAREERZERAERZ EZBH-T

ERH (FFRMEE45(0)iii)b)) °
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12. NET INSURANCE PROFIT 1R P& 2 #5555

2021 2020
HKS Mn B¥ EE T GOV
(a) Net insurance profit (@) RIS Fm T
Net interest income FHBHA 482 666
Net trading profit/(loss) RSwuH,/ (FE)EHE 77 (78)
BBEBEUARKRATER
Net result on financial instruments at FVTPL SRMTAMNFRR 150 292
HERBEMEERE A RBE
Net profit on sale of debt investment securities N EEEBEREESFN
measured at FVOC| 3 A 72 521
Net insurance premium (b) SFRE (b) 4,824 6,461
Other operating income HoAth 45 & e A 3 1
5,608 7,863
Net insurance claims and expenses () RIBRME K2 HFE (0 (5,168) (7,076)
440 787
Operating expenses mET (3) (@)
Impairment losses on financial instruments eI ARERX (26) (12)
411 771
(b) Net insurance premium (b) FRE
Gross insurance premium income REWABTE 4,894 6,531
Reinsurers’ share of gross insurance premium
income REWARE D RNDE (70) (70)
4,824 6,461
() Net insurance claims and expenses O RBRRERITFE
Claims, benefits and surrenders paid BENERE - flmRER 3,902 2,144
Movement in provisions EHEEH 1,193 4,830
5,095 6,974
Reinsurers’ share of claim, benefits and BEREE - flakERZ
surrenders paid ARDEE (36) (59)
Reinsurers’ share of movement in provisions EHESEH 2 HRINE 9) 21
(45) (38)
5,050 6,936
Net insurance commission expenses RpAE L FE 118 140
5,168 7,076




REHRTHERLE | 2021 F3;R 221

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R )

13. OTHER OPERATING INCOME H#h&& g A

2021 2020
HKS Mn B% B E T G-

Rental from safe deposit boxes REFEHES KA 122 121
Rental income on properties (Note 33(i)) VESEE A ONC I EE ) 143 154
Government subsidy — Employment Support Scheme — BX 488 —[{R 5L % | 521 - 252
Others Hitp 65 157

330 684

14. OPERATING EXPENSES #&#& % H

2021 2020
HKS Mn B EET EEISINPEIEE-P

Contributions to defined contribution plan* ERERATES MR

- Hong Kong —&BE 170 188

- Outside Hong Kong — BB 229 94
Equity settled share-based payment expenses VAR RERE 6B A

(Note 42(f) (Hizt42(0) 19 11
Salaries and other staff costs FeRkAEMETIKA 5,105 4,778
Total staff costs BIRAEE 5,523 5,071

Premises and equipment expenses excluding

depreciation TEENENMERFEI L
— Expenses relating to short-term leases - EHRBHES Y 20 18
— Expenses relating to low value assets -~ EREEEEERES N 1 1
— Variable lease payments not included in the ~ T EREREN

measurement of lease liabilities** A E T E R ()] (1
~ Maintenance, repairs and others —RE - BEREM 669 742

Total premises and equipment expenses excluding

depreciation TOEFENDERSBEI AR 686 760
Depreciation on (Note 33) WE (K15#33)

— Bank premises, furniture, fixtures and equipment  —fT74F ~ &ML - HE K& E 581 556

~ Right-of-use assets —FRELE 374 425

955 981

Amortisation of intangible assets (Note 32(b)) ERRERSE (W2 320) 14 14
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14. OPERATING EXPENSES (conTiNueD) A% & 37 i ()

2021 2020
HKS Mn i R T IGISIY NP

Other operating expenses Hihag s i
— Internet platform charges —~HHETAER 482 511
— Legal and professional fees —ERREERGE 399 357
— Communications, stationery and printing —E - XA KRR 274 267
— Advertising expenses —EEE 224 251
— Card related expenses —BBRERArXH 119 207
— Insurance expenses —RBE 11 108
— Stamp duty, withholding taxes and value
added taxes —EN7ER - ERB RIGET 72 77
— Business promotions and business travel —ESHE R RS IR E 66 64
- Audit fee 2 Gl ko 21 20
- Others —HAth 375 275
Total other operating expenses HiE8s B 2,143 2,137
Total operating expenses*** R e e 9,321 8,963
*  Forfeited contributions totalling HK$35 million (2020: HK$17 million) were utilised to * FRRIRYLZ I E R 3,500% T (2020
reduce the Group’s contribution during the year. There were no forfeited contributions F B 1,70087T) B FERL A EER
available for reducing future contributions at the year end (2020: Nil). B o RO R I AE (A 3 )R ity AT A E R 1

A2 B (20205 - &) »

** Included a credit of HK$5 million (2020: HK$5 million) of COVID-19-related rent *x 1 B A B 500 % T (2020 F ;B
concessions during the year. 50027T) £9 20193 7% Z Rk IEAME EE
*** |ncluded in operating expenses are direct operating expenses of HK$8 million (2020: HK$7 *xx AF [F AT S R B 1 B W as B B
million) in respect of investment properties which generated rental income during the year. Y RELHERAAL ST - £ EEH800

ET (20204 : BB 7008 7T) °

15. IMPAIRMENT LOSSES ON FINANCIAL INSTRUMENTS £ & T EFEE X

2021 2020
LGN OPELEE A HKS Mn B¥ B E T

Loans and advances to customers BEEZRBH 1,471 4,734
Others Hith 208 (60)

1,679 4,674
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16. NET PROFIT ON SALE OF ASSETS HELD FOR SALE HERFFIEHEEE 2 F = F

2021 2020
HKS Mn B% B E T G-

Net profit on sale of properties HEWE 2 FEF 140 30
Net profit on sale of disposal groups & S R F A 902 2
1,042 32

17.NET LOSS ON DISPOSAL OF FIXED ASSETS HERBREEEZ FEE

2021 2020
HKS Mn B¥ B E T G-

Net loss on disposal of bank premises, furniture, HETIE - &L BB RERE
fixtures and equipment ZFEEE (5 (33)
Net profit on termination of lease RIS 2 F A 1 =
(4) (33)

18.INCOME TAX Fri8#i

(@) Taxation in the consolidated income statement represents:

(a) AWK ANNBIRS :

2021 2020
HKS Mn B¥ B E 7t LIV FEEEE-P

Current tax — Hong Kong RERE-FHE
Tax for the year REERE 514 531
Over-provision in respect of prior years AFEBRFMEE (96) (394)
418 137
Current tax — outside Hong Kong REFIE-FBIAIN
Tax for the year REERE 271 229
Over-provision in respect of prior years AFEBRFMEZ (18) (50)
253 179
Deferred tax BREHIE
Origination and reversal of temporary differences R E R RERER
(Note 36(b)) (K13t 36(b)) 152 (395)
823 (79)

The provision for Hong Kong profits tax is calculated at 16.5% (2020: 16.5%) of the

estimated assessable profits for the year.

Taxation for overseas branches and subsidiaries is charged at the appropriate current

rates of taxation ruling in the relevant countries.

BB FIE BB BB AT E TR ERTUE N R
2% 16.5% (20204 : 16.5%) 5t & °

BINDITR B AR RELERE
HWIRITHEMEE -
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18. INCOME TAX (conTINUED) FR 5%t (&)

(b) Reconciliation between tax expense and accounting profit at applicable tax rates: (b) BB HEESTEFIZERNEAETIED

2021 2020
HKS Mn E¥ EE T EGEISIVIREL =E-P

Profit before tax B 85 A A 6,136 3,606

Notional tax on profit before tax, calculated at the
rates applicable to profits in the tax jurisdictions — BIEAAE AR ER 2 FISH =

concerned ERBADE Mt BB ZETN 1,137 570
Tax effect of non-deductible expenses OB Y% -uk:okid b2 144 220
Tax effect of non-taxable revenue BERBBMANTIER 2 (320) (393)
Tax effect of tax losses not recognised RERNBENTEY 2 3 30
Write back of over-provision in respect of prior years — {E 4 [ i 5l # o] (114) (444)
Others HAth 27 (62)

Actual tax expense charged/(write-back) to income  RIRZEE 8,/ (E#) #9
statement ERTE 823 (79)
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19. DISTRIBUTION/DIVIDENDS %k~ #& 2

(a) Dividends attributable to the year @) EBEXEERE

2021 2020
HKS Mn B¥ B E T EGCIV -

BEMIRE R F RS
Interim dividend declared and paid of HK$0.35 per F29.19 RSB 0357
share on 2,919 million shares (2020: HK$0.16 per (20204 : 29.15 (B TR
share on 2,915 million shares) (Note 42(k)) B 0.167T) (At 42(k) 1,022 466
Second interim dividend of HK$0.35 per share on EZRFERET29.23EREMRK
2,923 million shares (2020: HK$0.24 per share on 75#0.357T (20204 : 29.17 B RR

2,917 million shares) FRE%0.247T) 1,023 700
2,045 1,166
The total dividend attributable to the year is HK$0.70 per share (2020: HK$0.40 per EBAFERERERE!0.707T (2020
share). The second interim dividend has not been recognised as a liability at the end F:BRAEK040T) - RBEPHR &
of the reporting period. FEZRHBREUARERSEE -

(b) Dividends attributable to the previous financial year, approved and (b) RFEEZERZFBELFERE
paid during the year

2021 2020
GLCIVOREL AR P HKS Mn BB B E T

Second interim dividend in respect of the previous
financial year, approved and paid during the year, & Nz A& & X FF29.17 &

of HK$0.24 per share on 2,917 million shares FHREH0.247T (20204 : 29.07 2

(2020: HK$0.35 per share on 2,907 million shares) Bk ERERE0.357T) H LFE

(Note 42(k)) FRFHRE (B2 42()) 700 1,017
(c) Distribution to holders of Additional Tier 1 capital instruments () DIRFHEN—BREXRTEFEA

2021 2020
HKS Mn £ B =t BGCI L

Distribution paid on the Additional Tier 1 capital BREIN—BRERATANS K
instruments (Note 42(k)) (Hiat42(k)) 811 792
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20. EARNINGS PER SHARE SR ZF|

(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$4,459 million (2020: HK$2,822
million) after accounting for the distribution of HK$811 million (2020: HK$792
million) to Additional Tier 1 issue holders, and on the weighted average of 2,919
million ordinary shares outstanding during the year (2020: 2,913 million), calculated
as follows:

Weighted average number of ordinary shares

(a) BREXAEF
SREABRFHERES R T BI—RER
TARBABES11ET (20204 - A%
7.92 B7T) 14 K AT 55 8 A R B R SR R
#44.59 157 (20204 - &% 28.22 87L)
FEADRTEBRD N METH829.19
fEA% (20204 : 29.13 18R 55 -

B B T £

2021 2020

Number of shares Number of shares

BRHBAE R 1n & B

Million E& Million & &

Issued ordinary shares at 1st January R1A1ERERITEER 2,917 2,907

Effect of shares issued in lieu of dividends L/(Hxﬁ BEITHRNTE 2 6

Weighted average number of ordinary shares at
31st December 12 A31 B E B 80 E FI9E 2,919 2,913
(b) Diluted earnings per share (b) ZREHRF

The calculation of diluted earnings per share is based on the consolidated profit for BREERTTIZRED IR TEIN—REX

the year attributable to owners of the parent of HK$4,459 million (2020: HK$2,822
million) after accounting for the distribution of HK$811 million (2020: HK$792
million) to Additional Tier 1 issue holders, and on the weighted average of 2,919
million ordinary shares outstanding during the year (2020: 2,913 million), adjusted
for the effects of all dilutive potential shares.

Weighted average number of ordinary shares (diluted)

TEFBABES111ET (20204 : B¥

7.92{87T) 18 #O 7] 55 8 1 7N 5% [ AR AU B

¥ A44.59187T (2020 4 : B 28. 221*5‘\775) &

REEAMAABEEHEEZ BN T RARIE

ﬁ:ﬂ% Hjﬁﬁﬁﬁﬁxﬁﬂ’ﬁmﬁii’]%kwm
& (20204F : 29.1318AR) 5t & -

HmA ) B I B ()

2021 2020
Number of shares Number of shares
BRHHAE Rin & B
Million & Million & &
Weighted average number of ordinary shares at
31st December 12 A 31 BE B 60 IHE T 158 2,919 2,913
Effect of deemed issue of ordinary shares under the ’%E*wﬁﬁéﬁiﬂ?‘?ﬂﬂmﬁ%’iﬁﬁ@
Bank’s share option schemes for nil consideration TRRh 2 E - -
Weighted average number of ordinary shares 12 A31 BE@BRGO M INET9
(diluted) at 31st December (#5%) 2,919 2,913
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21.DIRECTORS' REMUNERATION EE=f#4&

B R R MR (A8)

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:

RAECA BER) % 383(1) i R(AF (HE
EEFFBER)BADE 2B 2 BERBEES
BT

Salaries,
allowances N
Directors’ and benefits Discretionary Share scheme
fees in kind bonuses  options **  contributions
e 2R
we REMKER A ARED  BAGEMSR
HK$ Mn HKS$ Mn HKS$ Mn HKS$ Mn
B®EEL AWEEx E¥EEn  E%EER
Executive Chairman HTERE
Dr. the Hon. Sir David LI Kwok-po ~ ZEB&H+ 0.6 1.8 44 3.0 11 209
Co-Chief Executives BRETHRER
Mr. Adrian David LI Man-kiu FRIBAE 0.5 75 75 29 0.7 19.1
Mr. Brian David LI Man-bun FRUEE 0.5 75 75 27 0.7 18.9
Non-executive Directors FHTES
Prof. Arthur LI Kwok-cheung FHEEHR 0.5 - - - - 0.5
Mr. Aubrey LI Kwok-sing FHEELE 0.5 - - - - 0.5
Mr. Winston LO Yau-lai BREBEE 0.4 - - - - 04
Mr. Stephen Charles LI Kwok-sze FEMKE 0.4 - - - - 0.4
Dr. Daryl NG Win-kong L EL 0.5 - - - - 0.5
Mr. Masayuki OKU RFEZ%E 05 - - - - 05
Francisco Javier
Dr. Francisco Javier SERRADO SERRADO TREPAT
TREPAT [Chs 0.5 - - - - 0.5
Independent Non-executive
Directors BYFHITES
Dr. Allan WONG Chi-yun EFMEL 0.9 - - - - 0.9
Dr. the Hon. Rita FAN HSU Lai-tai ~ SBHRERET 0.6 - - - - 0.6
Mr. Meocre LI Kwok-wing FRIRLE 11 - - - - 11
Dr. the Hon. Henry TANG Ying-yen ~ BH4E#+ 1.0 - - - - 1.0
Dr. Delman LEE FEAEL 0.8 - - - - 038
Mr. William Junior Guilherme DOO R EI%E 4 0.8 - - - - 0.8
Dr. David MONG Tak-yeung SEREL 0.5 - - - - 0.5
10.6 26.8 19.4 8.6 25 67.9

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 2021 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

39.

it

HITEECRELTTHIER ZIRE &
BER T8 RIE - i8RIEZ 2 IEZZ
RIER 2021 F Rt F KT WA 57 BH
AR FIEE  MLHERHEEZ
1 - BRI S B YW as i) F 155 B E
FEHEE0 [RREEH LI E39
A e
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21. DIRECTORS' REMUNERATION (conTiNuED) B B € (&)

Salaries,
allowances Retirement
Directors’  and benefits  Discretionary Share scheme 2020
fees in kind bonuses options ™ contributions Total
5 28
we REMKE [Rl=przan REE® RIKEHEIE R ik
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
wBEBEET A¥RET B¥EEn A¥%E8x A¥RERT  E¥EER
Executive Chairman HTERE
Dr. the Hon. Sir David LI Kwok-po ~ ZEHE B+ 06 11.8 28 4.7 1.1 210
Co-Chief Executives BRETHER
Mr. Adrian David LI Man-kiu FREBEE 04 78 4.8 22 07 15.9
Mr. Brian David LI Man-bun FRELE 0.4 78 48 15 0.7 15.2
Non-executive Directors FHTES
Prof. Arthur LI Kwok-cheung FREHK 05 - - - - 05
Mr. Aubrey LI Kwok-sing FHERE 0.5 - - - - 05
Mr. Winston LO Yau-lai BREEE 0.4 - - - - 04
Mr. Stephen Charles LI Kwok-sze ZFEMTEAE 04 - - - - 04
Dr. Isidro FAINE CASAS BEERL 0.1 - - - - 0.1
Dr. Daryl NG Win-kong BAAEL 05 - - - - 05
Mr. Masayuki OKU REz%HE 05 - - - - 05
Independent Non-executive
Directors BIFHTES
Dr. Allan WONG Chi-yun EFMEL 0.9 - - - - 0.9
Dr. the Hon. Rita FAN HSU Lai-tai  SBRERETL 0.6 - - - - 0.6
Mr. Meocre LI Kwok-wing FEKSE 1.1 - - - - 1.1
Dr. the Hon. Henry TANG Ying-yen ~ B4 {E+ 1.2 - - - = 12
Dr. Delman LEE FEAEL 0.7 - - - - 0.7
Mr. William Junior Guilherme DOO R EIL 4 09 - - - - 09
9.7 274 124 8.4 2.5 60.4

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 2020 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

39.

it

HITEFCRELTHIER BT E
BERTRIE - IR IEZ HERIEZFE
RIER2020F R 1t F R T WA E7EH
AEHE) D FEE - ML FBREEX
1 - BRI S B YW o )77 BT BN E
FEHEEH [ BREEHRHATZE39
7o
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22.FIVE TOP-PAID EMPLOYEES 5 BEHFME S {ES

B RS R R M R (A&

2021 2020

HKS Mn B% B E T G-

Salaries and other emoluments FekEMEHE 38 39
Performance-related bonuses RIEREEA 28 18
Share options RMRRE 12 12
Pension contributions RKESHER 3 3
81 72

The remuneration of the five top-paid employees is within the following bands:

HK$ B 7T

9,500,001 - 10,500,000
11,000,001 - 11,500,000
15,000,001 — 15,500,000
15,500,001 - 16,000,000
18,500,001 - 19,000,000
19,000,001 - 19,500,000
20,500,001 — 21,000,000

SEFMEENEENSEBENT

2021 2020
Number of Number of
Employees Employees

EEAY EEAZ
- 2
2 —
- 1
- 1
1 -
1 —
1 1

Included in the emoluments of the five top-paid employees were the emoluments of
3 (2020: 3) Directors and 2 (2020: 2) senior management members. Their director’s
emoluments have been included in Note 21 above.

23.SEGMENT REPORTING 7 ##H &

SEFMm=EETEE36 (20204 : 3
) BEE K26 (20205 : 2f) SEEEA
B MM ESMESE SN Ll E21
A o

(a) Business segments

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 nine reportable segments.

Hong Kong operations

Hong Kong operations include Hong Kong banking business carrying out by the
Bank and other business operations, dividing into the following six reportable
segments.

Personal Banking includes branch operations, personal internet banking,
consumer finance, property loans and credit card business to individual customers in
Hong Kong.

(a) X7 &P

AEBMBEAREREEY - MHRAHEY
KR & EK o 5 BE R 5 IR R FRE
BYIAKENSEEEABERERSER
RO TR B - REBEINBAT
NAEFTERSD EP

EYCE A
BEREBBRRBEATERBLENRITEBLK
HMER  DERATNERERS I -

BARTEEEEEZHTTEE - AAEF
WRIRTT  HEBEER  RIBERREAGER
RER -
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23. SEGMENT REPORTING (CONTINUED) 73" 2B 3 45 (&)

(a) Business segments (continued)
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 investment products
& advisory in Hong Kong.

Centralised operations include supporting units of banking operations in Hong
Kong.

Others mainly include insurance business, trust business, securities & futures
broking and corporate financial advisory carried out by subsidiaries operating in
Hong Kong and other supporting units of Hong Kong operations located outside
Hong Kong.

Mainland operations

Mainland China operations mainly include the back office unit for Mainland
China operations in Hong Kong, all subsidiaries and associates operating in
Mainland China, except those subsidiaries carrying out data processing and other
back office operations for Hong Kong operations in Mainland China.

Overseas operations

Overseas operations mainly include the back office unit for overseas banking
operations in Hong Kong, Macau Branch, Taiwan Branch and all branches,
subsidiaries and associates operating in overseas.

Corporate management

Corporate management absorbs the regulatory capital cost of loan capital issued
by the Bank and receives, from Hong Kong operations, the interest income on
business activities funded by capital instruments issued by the Bank.

For the purposes of assessing segment performance and allocating resources
among 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
joint ventures 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 & (@)

CEBTEEAETEZLERERRER
HEAERE BEEX BFREBERK
HEFEZERRAEMORTRIBITREE
MEREZE -

METSEEERELMEEERESEE -

MEERERBRETERBEZAARITES
N EERBMBRAES -

FREBEFEATEEBIRYEN -

Hith BT ZRFEABMNBRRLE 2R
MER - Gl BHAABASECREE
BEEH  REBBUIMEZBREBEBD
BEERL -

A FETE

R ¥R EREEEB BN EFNE
HEN - FTAEERMEE R B A R R &
AT BTBEERNBEEEREER
BELEESEBCHBAR -

%#ﬁ@?ﬁ&%%i‘i%ﬁl@fﬁﬁ%%ﬂ@%
YEM  MBEESIMEENDTEIERMEK
B MEL R R E QT -

PEEE
EREEFBAEATRTEREANEEERER
BARKRBEEEBESHATERITEATA
P& B 2 X1 EEROF B IA -

EFEDHRRARDES BEANERE - &
ENREERASRBATERSZTRE
NE—TIERSMBEE BERAE:

BREERNRRAACEZRAERFAEHE
BEN DHMEEREMBEEE - DAEE
BEFR - SEEE R RENME5 2D B
HibRfE -

W B X R R B R 53 #R AT EE AR RO A B e BR 7
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LA GEBNEAOBEE 2N ESEHES
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B R M ()

Hong Kong operations & &£
Hong Kong banking business & 4375

Mainland Inter-

Personal ~ Corporate  Treasury Wealth ~ Centralised China ~ Overseas  Corporate  segment
banking ~ banking  markets management  operations Total Others Total  operations  operations management ~ elimination
AdE

ARG L¥BG  MEDE  HEEE  dnEE 48 if 88 hhEE  BAMRE  0REE R5ER
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AYAEN AMEEnN HMEEn HMAEn HWEET AMEER AMEEn RWEEr RWDEr REWEET RWEET RWEER

Net interest incomeflexpense) ~ FF|SMA/ (%12) 287 153 (30 kil (@) 508 Ly} 51 3917 1775 n B (R
Noninterest income FHEMA 1,104 641 577 “w 34 3,098 984 408 84 214 - (39) 5098
Operating income FEmA 3391 3113 547 759 313 8,183 1M 9,254 4758 1989 m (39) 16,283
Operating expenses @ELL (1,611) (367) (164) @39 @18 (@560 (509) (065 (354 (153) - ] (9.321)
Operating profitloss)before KB HEBXZEE

impaiment losses 27/ (8l 1780 2,806 38 525 (1872) 360 567 4,189 1216 1,236 n - 6,962
(Charge for)Write back of

impaimment osses on financial £ET E4TRE (1B%) /

instruments g (103) (1,009) (1) 2 - (1121) (0] (1,125) (620) 66 - - (1,679)

Operating pofitloss ater ~ BAREERX K285

impairment losses &/ (58) 1677 1797 m (181 250 563 3064 59% 130 m - 5283
Net profit on sale of assets held i E5B{ELEAE S

for sale &l - - - - 13 13 902 1,035 1 - - - 1,042
Net proftoss)on disposal of ~ HEHBAR/BEAR

subsidiaries/associates L3RR/ (BB) - - - - - - - - 18 0] - - 181
Net proftoss)on disposalof ~ HEETEE 27/

fired assets (E8) (13) - - - 6] (16) - (16) 14 @ - - (]
Valuation losses on investment

properties EfRENZER - - - - (110) (10) @ (132) - - - - (132)
Share of profits lesslosses of ~~ EfGBEARRAE LR

assocites and jontventures A TIHETE - - - - - - (10) (10) (425) 201 - - (234)
Profitoss befoetoation TR/ () 1664 1797 an 0 (1) 258 143 39 150 N - 6%
Depreciation for the year FRfE (308) ) ® 6] (226) (553) ®) (595) (296) (64) - - (955)
Seqment assets AiEE 119,858 169,032 29919 25191 139 555,392 3,59 558,990 262,576 118,789 - (44,006) 896,259
Investments in associates and

joint ventures BENARAELERE - - - - - - 66 66 3983 489 - - 8947
Other assets - Asetsheld for ~ EHAE-#A{EHE

sale £E - - - - 15 15 2,3 2,47 17 - - - 2,264
Total assets LEOE 119,858 169,032 229919 25191 11,407 555,407 5,89 561,303 266,576 123,687 - (44,00) 907470
Segment liabilties AEE 331,601 58,997 65,994 29,595 2244 488,431 675 489,106 234,937 109,059 - (#3319 789,783
Other liabiltes - Lisbites held - Ef5 B -5 &

forsale 8 - - - - - - 1637 1637 - - - - 1637
Total liabilties BEAE 331,601 58,997 65,994 29,595 2,44 488,431 2312 490,783 234937 109,059 - (#3319 791420

Capital expenditure incurred
during the year FENERRR 25 1 2 1 u5 544 E) 576 £l 4 - - 92
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B RS AR M AR (&)

23.SEGMENT REPORTING (CONTINUED) 70 2P 3R &5 (&

—

(a) Business segments (continued)

(a) X2 8 (80

2020
Hong Kong operations B4 575
Hong Kong banking business &5 7575
Mainland Inter-
Personal ~ Comporate  Treasury Wealth ~ Centralised China  Overseas  Comporate  segment
banking  banking  markets management  operations Total Others Total  operations  operations management  elimination Total
PRz
AR %R AR HEEE  f4RE bt i B8 RMER  EREE  0RER R5HH 28
HKEMn HKSMn HKSMno HKSMno HKSMno HKSMno HKSMno o HKSMno HKSMno HKSMno HKSMR o HKSMno HKSMn
AEREL A¥AET A¥AEn AMAEn BMAEn AMAEn AYEEn BMBEn RMEEr BMBET RMEEr AMEEn RMEER
Netinterestincomeflexpense) ~ FHISHA/ (%) 2692 2319 101 7 (76) 5,363 148 5511 4117 1492 46 4 11,550
Non-interest income FHEMA 1,069 576 an 502 635 3259 1213 453 955 317 - (44) 5760
Operating income @EWA 3,761 2,895 578 829 559 8,62 142 10,043 501 1809 426 (40) 17310
Operating expenses b g (1,758) (321) (169) (237) AN} (4,59) (461) (5,057) (3264) (682) - 40 (8963)
Operating proftloss) before ~ RAVAHERKZEE
mpaimment losses i/ (58) 2003 2574 409 59 (1552) 4026 90 4,986 1808 117 % = 8347
(Charge for)Wite back of
impaimment losses on fivancial £ T A48 (1B%) /
nstruments B (208) (1,083) 1 8 1 (1,81) 1) (1,280) (2.95) 438 - - (4,674)
Impairment losses on assets held
for sale KA EERRAR = = = = = = = = (12) - - - (12)
Impairment losses on intangible
asels Bl EERERR - - - - - - - - 1] - = - @
Impairment losses on associate B & 2R - - - - - - - - - (402) - - (402)
Operating pofitloss after ~ BARBERXA &%
mpaimment losses &7/ (Bl 179 1491 40 600 (1551) 215 959 3704 (1,160) 27 I3 - 357
Netprofiton sale of assets held i &5 EHEEE 2
forsale Fa] - - - - 30 30 - 30 1 1 - = ki
Net pofiton disposal of HENBAT/HEAR
subsidiaries/assocites LA - - - - - - - - - Eli] - - 34
Net proftloss) on disposal of i EE T &E 2 BA/
fied assets (B%) (19) - - - 1 (1) = (18) (12) ) = = (33)
Valuation losses on investment
properties EfERENEEE - - - - (248) (249) (52) (300) - ) = = (301)
Share of pofits lesslosses of ~ EEBEARRAARS
assocites and joint ventures & 8518 - - - - - - B B Ui} 190 B = 310
Profit{Loss) before taration B ATAR|/ (B%) 1,776 1491 40 600 (1,768) 2509 904 3413 (1,048) 815 426 - 3,606
Depreciation for the year FRfE (340) ) U} 0 216) (572) ) (613) (302) (66) = = (981)
Seqment assets ABEE 115,004 163,163 218,240 3131 11,406 539,184 9,244 548,428 10412 113,192 - (#3511) 848581
Investments in associates and
joint ventures BEAARAELERE - - - - - - 76 76 411 4,985 - - 9,182
Other assets - Assets held o~ £t AE - AfELE
sile BE = = = = 0 20 26,620 26,640 17 - - - 26,657
Total assets BESE 115,004 163,163 218,240 3131 11426 539,204 35,940 575,144 234610 18177 - (#351) 884420
Segrent liabiities AHEE 318,720 46,151 69,730 2991 1958 476470 2209 478,69 203,868 103955 - (42762 743,760
Other liabltes - Liabilties held £ 8 E~ A fEii&
for sale B o ° = = = = 26,864 26,864 = - - - 26,864
Total liabilties BlglE 328,720 46,151 69,730 2991 1958 476470 29,093 505,563 203,868 103955 - (@2,76) 770624
Capital expenditure incurred
during the year EEMERRR 197 8 9 5 28 199 f 51 25 i) = = 86
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B R M ()

(b) Geographical segments (b) tth & 5 B
The information concerning geographical analysis has been classified by the location RitR S B2 ERERIBEE EREEETS
of the principal operations of the entities and branches of the Bank responsible for BEARZEBINTZ DTN EBEBKAHN
reporting the results or booking the assets or, by the location where the subsidiaries TEsb B - SR AT B AR EB B 2 EiE
or business units with special risks associated with operations originate. B RE R B ER TS T A5 o
2021
Other Asian Inter-
Mainland Countries segment
Hong Kong China  and Regions elimination
HitEMER 2EEZ
BB At kit E RBHEH
HKS$ Mn HK$ Mn
BEBEERT BERET
Operating income FEUON 9,955 4,749 607 1,339 (367) 16,283
Profit before taxation B3 75 A A 4,332 314 506 984 - 6,136
Total assets BELSE 561,867 265,892 48,636 74,969 (43,894) 907,470
Total liabilities BEER 490,974 234,521 41,315 67,727 (43,117) 791,420
Contingent liabilities and
commitments RAEERARE 85,900 175,419 9,295 7.596 - 278,210
Capital expenditure during
the year FENEARZ 577 301 43 5 - 926
2020
Other Asian Inter-
Mainland Countries segment
Hong Kong China  and Regions Others elimination Total
HEthTMER AEEZ
B At R Heth RHEH ek

HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET AKBERT BEEEr AEEET AY%EEr BBEER

Operating income mEWA 10,902 5,068 572 1,190 (422) 17,310
Profit/(loss) before taxation BxFi AT I/ (E518) 3,730 (988) 244 620 - 3,606
Total assets BELH 591,381 215,558 49,174 68,444 (40,137) 884,420
Total liabilities BELeE 502,213 203,870 41,945 61,984 (39,388) 770,624
Contingent liabilities and

commitments A B EREE 87,731 104,440 9,905 7,284 - 209,360

Capital expenditure during
the year FENERHAZ 542 255 32 7 = 836
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B %5 3R A% M i (48

24. CASH AND B_ALANCES V\(lTH BANKS (Note 47(a))
RERERTOER (Hit470)
2021 2020
HKS Mn % E 87 IEISIVIFEL =E-Vi
Cash in hand He 1,016 1,140
Balances with central banks ERRBITHES 37,463 33,506
Balances with other banks FEEMBRITHES 16,612 21,750
55,091 56,396
Less: Impairment allowances (Note 43(a)(ix)) R ERE (H1 i 43(3)(x) (3) (19)
—Stage 1 —E—RE (3) (19)
— Stage 2 —FRE - -
— Stage 3 — B - -
55,088 56,377
25. PLACEMENTS WITH AND ADVANCES TO BANKS (Note 47(a))
ERITHERRBR (W it47(a)
2020

2021
HKS Mn B HE T

HK$ Mn BB E T

Placements with and advances to banks TERITOFRRERK
Maturing FIEHAPR
— within one month —1EAR 73,104 64,380
— after one month but within one year —-1EHAZ1ERN 1,639 2,472
— after one year —151& - =
74,743 66,852
Less: Impairment allowances (Note 43(a)(ix)) B B EE (W Z43)(x) (1) €
— Stage 1 —F—RE (1) 3)
— Stage 2 —ERER - =
— Stage 3 —E=REE - =
74,742 66,849
Of which: Hrh

Placements with and advances to central banks

ERRBITOEHRBR




26. TRADE BILLS B 5 &

RERTHERDA | 2021 FH 235

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B R M ()

2021 2020
HKS Mn B% B E T G-

Measured at amortised cost R A2 560 372
Less: Impairment allowances (Note 43(a)(ix)) W B EE (K7 43()0x) - ©)
- Stage 1 —E—RER - @)
- Stage 2 —EEE - -
- Stage 3 —BEZHE - -
560 369

Measured at FVOC| ZABEM2EREARKRRF
BEFE 10,212 11,424
10,772 11,793

27.TRADING ASSETS X 5 AREE

Treasury bills (including Exchange Fund Bills)

2021 2020
HKS Mn B¥ B E T EGICIV -V

BEEES (BENEEASRE)

(Note 47(a)) (K15t 47) 119
Debt securities (Note 47(a)) BB EH (fit47a) 1,632 190
Equity securities & & 7 851 881

2,483 1,190

28. LOANS AND ADVANCES TO CUSTOMERS ZFBER KR &

(a) Loans and advances to customers

(a) EFERRBR

2021 2020
HKS Mn B¥ B Ex G-

Loans and advances to customers at amortised cost B SRR A ERN R ER L BR 548,808 513,929
Less: Impairment allowances (Note 43(a)(ix)) B ORBE AR (A7 43()(0x)) (4,371) (4,859)
—Stage 1 —F—ME (667) (845)
- Stage 2 —EBE (527) (1,038)
- Stage 3 — B (3,177) (2,976)

544,437 509,070
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28. LOANS AND ADVANCES TO CUSTOMERS (conTINUED) BEF BE R R B 7 ()

(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

b) EFERRBR-BITXIE
BTEABNES BRAERARABRNY
ARLRERSERAMRANERINES -

HKMA.
2021 2020
% of gross % of gross
Gross advances covered Gross advances covered
advances by collateral advances by collateral
BERBR BEABR
R L] WEDL 2HEE IR
HKS Mn B BB URERES HKS Mn BB EET % BENE
Loans for use in Hong Kong EBEAERNER
Industrial, commercial and financial 1B
~ Property development -NEER 34,103 54.12 29,038 59.33
— Property investment -MERE 50,280 91.88 49,544 89.17
~ Financial concerns —eRt% 15,514 50.18 13434 55.49
- Stockbrokers -RELL 1,957 99.99 4,468 94.34
~ Wholesale and retail trade “BEEATER 7,742 47.86 6,273 52.78
- Manufacturing —BlE% 4,810 3251 4390 47.24
—Transport and transport equipment - BREERTE 5,531 46.15 5,441 56.21
~Recreational activities —REEH 304 81.23 82 70.40
~ Information technology —EfRR 1,268 213 676 5.20
- Others —Efh 15,365 58.85 19,151 56.85
- Sub-total — NGt 136,874 66.89 132,497 69.81
Individuals A
— Loans for the purchase of flats in the -BEIEEHAEHE]
Home Ownership Scheme, Private [(RAZEBEE:EIR
Sector Participation Scheme and [REELEEET
Tenants Purchase Scheme B3 1,337 100.00 1,383 100.00
- Loans for the purchase of other
residential properties ~BEEMEENENER 91,532 100.00 87,512 100.00
— Credit card advances —ERRER 4,284 0.00 4,043 0.00
- Others —Efh 28,182 63.75 21,730 85.01
- Sub-total =it 125,335 88.43 120,668 93.20
Total loans for use in Hong Kong EEARRAMENLE 262,209 7118 253,165 80.96
Trade finance BomE 6,088 3292 4,421 4924
Loans for use outside Hong Kong (Vote) BB IME AR ER () 280,511 36.83 256,337 3178
Total advances to customers RF2HLE 548,808 56.07 513,929 59.15

Note: Loans for use outside Hong Kong include the following loans for use in Mainland China.

it EEBUIMEAR B EIEIL TN E
HIEH °
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B R M ()

2021 2020
% of gross % of gross
Gross advances covered Gross advances covered
advances by collateral advances by collateral
BHEARK BERBH
B4R WEL DHLE WESL
HKS Mn B B E T VAEEN HKS M BB EET % AN
Loans for use in Mainland China ERBERNER
Industrial, commercial and financial Tasw
— Property development —NEER 44,747 3437 41344 2981
— Property investment —MERA 14,134 80.56 13,254 8147
~ Financial concerns —ERNE 41,765 0.00 41,107 384
~Wholesale and retail trade —BERTER 10,837 13.94 6,644 4081
- Manufacturing —BliE 1,219 5.76 5,870 1228
- Transport and transport equipment —EHEERTE 811 43.46 584 38.04
- Recreational actvities —REEH 25 100.00 7 58.14
~ Information technology — Bk 1,967 043 1,601 0.70
- Others —Ef 17,618 12.24 13,997 19.62
- Sub-total — it 149,123 21.10 124472 25.03
Individuals fEA

- Loans for the purchase of other
residential properties —BEEAMEENENER 15,762 100.00 14,180 99.98
- Credit card advances —EARBH 6,370 0.00 7,072 0.00
- Others —Hft 12,724 528 14,910 1.84
- Sub-total — Nt 34,856 47.15 36,162 39.96

Total loans for use in Mainland China ERFEANENAE 183,979 26.03 160,634 2839
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28. LOANS AND ADVANCES TO CUSTOMERS (conTINUED) B F E R R B 7 (#)

(b) Loans and advances to customers — by industry sectors (continued)
Individually impaired loans, as well as relevant information, in respect of industry
sectors which constitute 10% or more of total advances to customers are as follows:

(i)  Property development

a.
b.

Individually impaired loans

Specific provisions

Collective provisions

New provision charged to income statement
Written off

(i) Property investment

Individually impaired loans

Specific provisions

Collective provisions

New provision charged to income statement
Written off

(iii) Loans for purchase of residential properties

Individually impaired loans

Specific provisions

Collective provisions

New provision charged to income statement
Written off

(iv) Financial concerns

Individually impaired loans

Specific provisions

Collective provisions

New provision charged to income statement
Written off

() DEEE
a. BHEBREHER
b. HHEE
C BEAHE
d. PERZHENERE
e. A
(i) MERE
a. BHEBREHER
b. RHEE
RS EE
d. RBERZENER
e. sy
(i) BEEMEFENENER
a. BHEBREHER
b. RHEE
RS EE
d. RUBERZEER
e. sy
(v) £mdZE
a. BHEBREHER
b. HHKEE
HEAE
d. RUBERZEER
e. M

(b) EFERRBR—RITRD E (H)
ATRITEABAEEFPRRREED 2+

A LB KPR EFERIBENER -

BAERMT :

2021
HKS Mn BB EE T

1,009
326
206
607

87

2,552
1,375
87
1,644
12

270
10
27

146

64
34
43

201

A KA

2020
HK$ Mn BB EE T

642
216

88
324
284

2,298
702
319

1,079
666

273

13
153
200

303
250

The specific provisions represent lifetime expected credit loss provisions for credited
impaired (Stage 3) exposures and the collective provisions represent the 12-month
and lifetime expected credit loss provisions for non-credit impaired (Stage 1 and

Stage 2) exposures.

FrREHEREREEERRES HBANER
EEBRK (BB B REEERREIER
BEEERREI2EARAHBMARNTEL
EERX (FEBRRE R EH -
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(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 23 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 (Stage 3) exposures and the collective provisions represent the 12-month
and lifetime expected credit loss provisions for non-credit impaired (Stage 1 and
Stage 2) exposures.

B R R MR (A8)

(0 EFERRBR-RESIE

RIBCRITE (W) KA - REBREHR
RERSRENDOBIRERZHFOME
o WEEEBRBAZEEHE - —RM
5 ARRRNERERSIIERSHFHE
WOBERN—IER  ARERNETHR
EFRITOBINDTT - MAVITHORMELR
WIFERNR ZHFRMEN - ARERR S
H—EARRBBIS—EER - —THME
il EREMRE - M&EEREZFT
AEM Sk B R A ARPIRENEEEL - 12
SKEMIFE23 D BME D BARE - R ENR
T ERENPEREHN TEESEEIEAR
MITER B - BRERERERFERR
EANBNNEHERRL (F=RER) £H
REEEFRIEREFERRI12EA RS
HHANESREERR (F-BEREE_E
B & -

2021
Advances
Total overdue for Impaired
advances to overthree  advances to Specific Collective
customers months customers provisions provisions
BH3MEA
EFBNAE RENBR HEEFBR RHRER ERER
HKS$ Mn HKS$ Mn HKS$ Mn HKS$ Mn HK$ Mn
BEEET BEEET BEEET BEEET BEEET
Hong Kong N 264,285 409 1,218 254 136
Mainland China At 202,365 2,020 4,589 2,822 755
Other Asian Countries and Regions HiSNER R 28,036 22 164 101 62
Others Hith 54,122 - 6 - 241
Total e 548,808 2,451 5,977 3,177 1,194
% of total advances to customers HEPBFAENEDL 1.09%
Market value of collateral held against
impaired advances to customers REERPEFERRTE 3,656
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28. LOANS AND ADVANCES TO CUSTOMERS (conTINUED) B F E R R B 7 (#)

(c) Loans and advances to customers — by geographical areas (continued)

Advances

Total overdue for
advances to over three
customers months
BE3MEA

REBHEE W R
HK$ Mn HK$ Mn

E¥BEET  BNRBER

(0 EFERRBER-REHS E ()

2020
Impaired
advances to Specific Collective
customers provisions provisions

HEEFBR IR B
HK$ Mn HK$ Mn HK$ Mn
AEEET BEEETL AEEET

Hong Kong &b 262,280 863 1,225 447 423
Mainland China A 178,085 1,856 4,992 2,353 1,179
Other Asian Countries and Regions HioDNERRBE 29,483 80 234 174 55
Others it 44,081 14 14 2 226
Total B 513,929 2,813 6,465 2,976 1,883
% of total advances to customers ERFBTBBOEAL 1.26%
Market value of collateral held against

impaired advances to customers RERFRRERRTE 4,801

Impaired loans and advances are individually assessed loans with objective evidence
of impairment on an individual basis. The above information by countries or
geographical areas is derived according to the location of the counterparties after
taking into account any transfer of risk.

Collateral includes any tangible security that carries a fair market value and is readily
marketable. This includes (but is not limited to) cash and deposits, stocks and bonds,
mortgages over properties and charges over other fixed assets such as plant and
equipment. Where collateral values are greater than gross loans and advances to
customers, only the amount of collateral up to the gross loans and advances is
included.

MEESRRBFEERHREBREZEM
AEBFENER - LA RHREI SR KR I
D EREXSGHFOMEBTEEEE
BRBREZE -

ERReREMAXFEERABEEHEDN
BREMAR - EUEERREE (BTRY) R
ERER  BERES  WEREREMWE
TEEAEMBIM R 2INE - WA REE
BRBEFERRBFTAERE  RFTARDE
ERRBREENERREHE -
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(d) Loans and advances to customers — net investment in finance leases

Loans and advances to customers include net investment in equipment leased under
finance leases. The total minimum lease payments receivable under finance leases
and their present values at the year end are as follows:

2021

Present Interest
value of the income
minimum relating to
lease future

[ENEN periods
REHE [P
RRAE FEWA

HKS$ Mn HK$ Mn
B¥EET EY¥EER

B R R MR (A8)

EFEFERRBR-BEBENF
REH
EFERRERBEURERET ML
i - IR EE A RE R SEBE S TR
B RAREWOT

2020
Present Interest
Total value of the income Total
minimum minimum relating to minimum
lease lease future lease
payments payments periods payments

REAE RERE EERUN RIERE
RER fTRRE MB A DEEL
HK$ Mn HK$ Mn HK$ Mn HKS$ Mn
AL P BREET BREER  B¥EER

Amounts receivable: AR :
Within one year TEAR 190 53 243 211 60 271
After one year but within

two years 1EUBE2ER 156 49 205 174 54 228
After two years but within

three years 2ENBEIFA 144 45 189 159 50 209
After three years but within

four years 3ENBREAFR 136 4 178 147 47 194
After four years but within

five years AELBESER 127 39 166 146 43 189
After five years S5FLAR 1,776 287 2,063 1,955 328 2,283

2,529 515 3,044 2,792 582 3,374

Less: Impairment allowances  J&l : J{EEE (1) (16)
Net investment in finance leases 52 & & K FH &8 2,518 2,776

The net investment in finance leases is carried on the statement of financial position
as loans and advances to customers. No accrual is made for the interest income
relating to future periods.

AMEREMNFREBFRGIERTFPERRBR
FEMBRREZ AR - RRHEAOF S WA
WA E -
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B mARMEE (F)

29.INVESTMENT SECURITIES R¥E %

Treasury bills (including Exchange Fund Bills)

BEGES (BRIMNEEERE)

Mandatorily

measured at
FVTPL

BHRER
BEURB
AVEETE

HK$ Mn
BEEET

2021

Measured
at FVoCl
Htt 2|

1l 2% A e P
APREHE
HK$ Mn
BYERT

Measured
at amortised
cost

RBHERAR
B

HK$ Mn
BEEET

(Note 47(a)) (Wit a7@) - 22,844 2,025 24,869
Certificates of deposits held (Note 47(3)) REGHREWZ476) - - 646 646
Debt securities (Note 47(a)) EBEH (Hit476) 4,365 101,968 13,875 120,208
Equity securities k& L} 712 - 754
Investment funds BREES 1,030 - - 1,030

5,437 125,524 16,546 147,507
2020
Mandatorily Measured
measured Measured at amortised
at FVTPL at FvoCl cost Total
etk Hib2E
BRARME U DA R B REHERA
NTPEEE ATEEHE itE 2E
HKS Mn HKS Mn HKS Mn HKS Mn
BEBEET BEEET BEBEET BEBREL
Treasury bills (including Exchange Fund Bills) BEEs (AENEELRE)

(Note 47(a)) (Wit 47) - 25,828 2,359 28,187
Certificates of deposits held (Vote 47(3)) REGERE (Wit47e) = 1,175 1,065 2,240
Debt securities (Note 47(a)) EW%EH (H#F476) 4,571 94,325 12,97 111,193
Equity securities k&S 482 1,283 = 1,765
Investment funds BREES 786 - - 786

5,839 122,611 15,721 144,171
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Equity securities designated at FVOCI

Fair value

APRE
MALE T VAU UELE Tl Hes b BEEER RS My AR ERT

Equity investments held for long-term
stiategi puposes BEEESREARORHE m

B R R MR (A8)

EERBBEEREUARRAFEEN

IR 10 &
2020
Dividend Dividend
income income
recognised Fair value recognised
BHR BHR
BREHWA RYEE REBA

22 1,283 13

As at 31st December, 2021, equity securities designated at FVOCI amounting
to HK$712 million (2020: HK$1,283 million) were held for long-term strategic
purposes, of which HK$588 million (2020: HK$1,156 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 2021 and 2020, and there were no
transfers of any cumulative gain or loss within equity relating to these investments.

®2021412 5318 - HEERPRBERSR
ZIEERBBEARSARRAFEENR
NEHFLBMABET.12187T (20204 : B
12.83{87c) - E /B 5.88 87T (20204
B 11.56(87T) RATTR T BRI AN AR
REZERENRTFEE - £2021 % 20204F
ERREHEZERBIRE  TMRERZSE
RENZAANREERRRERNERE -
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B mARMEE (F)

30. INVESTMENTS IN SUBSIDIARIES K8 A TR E

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.

Details of these companies are as follows:

Place of
incorporation
Name of company and operation
AALH HRRERL
Ample Delight Limited Hong Kong
EEERAF 0
Bank of East Asia (Trustees) Limited Hong Kong
REHT(ER)BRAF Bk
BEA Consortium GS Investors L.P. BVI
ERRLES

BEA Union Investment Management Limited ~ Hong Kong

ROBIREERERAT Bk
BEA Union Investment Management PRC
(Shenzhen) Limited hEARLN

REBERAETE (R ERAR

Blue Cross (Asia-Pacific) Insurance Limited Hong Kong

E+F (R RBBERAR Bt

Central Town Limited Hong Kong

EPEXER AR Bk

Century Able Limited Hong Kong

BEERAA Bk

Corona Light Limited BVI
RBRIES

Credit Gain Finance Company Limited Hong Kong

FEWBERRA Bt

Crystal Gleaming Limited BVI
RBRIES

Dragon Jade Holdings Company Limited Hong Kong

SEERAERDT BB

NTHRERABEHAKENEE BEXA
BREEAZENMNBEAR - WERNHBLEA

f&1p o
LS RBINFHBOT :
% Held by
Issued and The Bank  The Group
paid-up capital #17 %8 Nature of business
ERTRBERE Frib s Fribs ¥BME
HKS 7 % 450,000,000 7 100%  Investment holding
HKS$ % 150,000,000 70 100% Trustee service
EFERE
NIL 100% Acting as a limited partner
& for the purpose of making
investment in private equity
fund
HEEREERBARERE
LEES
HKS % 374,580,000 7 51% Asset management
BEER
US$5,000,000% 7T 51% Asset management/Investment
management
BEEE /REER
HKS 7 625,000,000 7 100% Insurance
R
HK$ A% 27T 100% Property investment
NERE
HK$ 75 929,752,849 ¢ 100% Investment holding
HKS %1 929,752,849 71 100%  Investment holding
HKS 7 # 640,000,000 7T 100% Money lenders
HEA
HK$ 7% 929,752,849 7T 100% Investment holding
REER
HK$ 7% 1,127,510,000 ¢ 100% Investment holding



Name of company

DAEH

East Asia Digital Information Services
(Guangdong) Limited (Note 1)
REMBEERY (BR)BRAR (Waz1)

East Asia Facility Management Limited
ROREERERAA

* East Asia Holding Company, Inc.

East Asia International Trustees Limited

East Asia Securities Company Limited

REEFERAT

Skyray Holdings Limited

Speedfull Limited

The Bank of East Asia (China) Limited (Note 1)
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Place of % Held by

incorporation Issued and The Bank The Group

and operation paid-up capital ®1T %@ Nature of business
EfREEDE ERTRARKRA Frib s Fribis FHHE

PRC US$3,000,000% 7T 100% Servicing
REARLNE R 7%

Hong Kong HK$ 7% 10,0007 100%  Facility management
B iR

USA. US§55TT 100% Bank holding company
e RITERA A

BVI US$1,301,000% T 100% Trustees service
ERRERES ERER%

Hong Kong HK$ 7 % 25,000,000 70 100% Securities broking
BVI HKS 7% 450,000,000 70 100% Investment holding
RERRES REER

BVI HKS 7 % 450,000,000 7 100% Investment holding
RERXES REER

PRC CNY AR % 14,160,000,000 7T 100% Banking and related financial

RORT(HFE)ERAR (Hit1) REARLNE services
BRITREAN S BERE

*  Companies audited by auditors other than KPMG are with net assets and total income * HHEGE ST ESAEEN LA B
constituting approximately 0.5% and less than 0.1% respectively of the related Bk BEFHERUAGE L P 1ER4
consolidated totals. BAERER0.5% RATR0.1% °

Note: Bt -

1. Represents a wholly foreign owned enterprise registered under the PRC laws. 1. EIRIBEFENRZFEZOIMAINE D E

HEZLE-

31.INVESTMENTS IN ASSOCIATES AND JOINT VENTURES B NTAIRGELERE

2021 2020
CLCNVEL =N P HKS Mn BB B E T

Share of net assets BIEFEE 9,270 9,504
Goodwill kS 476 477

9,746 9,981
Less: Impairment allowances W ORERER (799) (799)

8,947 9,182
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31. INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (CONTINUED)
BENTARGELERE M@

The following list contains only the particulars of principal associates and joint AT BREAEENEIZHENRIRE
ventures. Bz

% of ordinary share

EBER
Place of held by
incorporation The Bank The Group
Name of company and operation |17 £%£@ Nature of business
AR BB TR & S i B Frib iz frbRER EXKHE
Associates B & 1A 7]
Listed b7
AFFIN Bank Berhad Malaysia 23.70% Banking and related financial business
BRAEE RITRBEBENLRER
Unlisted 3 b
Brilliance-BEA Auto Finance Co., Ltd. PRC 22.5% Auto finance and other related
ERRGRESRERRA hEAREM financial businesses

REERREMAESREY

Dolford Property Holdings Limited BVI 30% Investment holding
RBRAES REER

East Asia Qianhai Securities Company Limited PRC 49% Securities business

REAEEAEREMELH REARANE BHEH

Guotong Trust Co., Ltd PRC 15.38% Trust and other financial business

BAETAREARA REARKNE ERREMSRED

Industrial and Commercial Bank of China (Canada) ~ Canada 20% Banking services

FETIEHRT(NEX)BERAF nex RITIRH

Industrial and Commercial Bank of China (USA) N.A. -+ U.S.A. 20% Banking services

B TR (EE) E3el RITR

Million Fortune Development (Shenzhen) Co., Ltd. PRC 25% Property development

SHREX(RY)ERAA REARAME MEER

Platinum Holdings Company Limited Cayman Islands 31.94% Investment holding
He#s REER

Shanghai Ctrip Financial Information Services Co., Ltd. PRC 9.6% Financial services

HERRLRERRBARAT B ARATIE EREH
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At 31st December, 2021, 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 HK$3,975
million. The recoverable amount was higher than the carrying value of HK$3,504
million and no further impairment charge was recognised (2020: impairment charge
of HK$402 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 for the next five years and extrapolating in perpetuity using a long-
term growth rate of 3% to derive a terminal value. Discount rate of 11.49% (2020:
11.03%), which is based on a Capital Asset Pricing Model calculation for AFFIN, is
used in the VIU calculation.

The following table illustrates the impact on VIU of reasonably possible changes to
key assumptions. This reflects the sensitivity of the VIU to each key assumption on its
own and it is possible that more than one favourable and/or unfavourable change
may occur at the same time.

Favourable change
EH2

Increase in VIU

ERERLM
HKS$ Mn
BEEET

At 31st December 2021 72021412 A31H

Discount rate FRE S0bps £ 263 4,238
Long-term growth rate &HERX +50 bps B 65 4,040
Expected cash flows BB &7 +10% 397 4372

B R R MR (A8)

2021 F12A318 - WS REHAAE
{& - ANEE %] AFFIN Bank Berhad ([AFFIN]) 2
BENTEFERAREE R EL -
AEBEILIEREEBERABEFE R EE
TRERR AR E R IERE AR E S
EABIE39.758 T AR KBS ERRE
¥ 35.04 BT 2 FREE - FE A RSN
BB K (20205 : BH4.02187T) - EFAE
Bt EFERA T SEEEEE R AFFIN &
FTE0 B 75 FE AR TR A R R SR A M ET RO
WRRERERA - WEA3% KA RE
KAMHESGHAWEE - EEBEFE R E
RERERAFFINKEREEEBRAGHE
BHIAI11.49% (20204 : 11.03%) FTIRE ©

TRIMEEHEROHARALEYEDE
EEENTE - BIAHRRERBEYS
TEBRASNRE - BB—BAFIRS
SR B A TR R -

Unfavourable change
FHEH
Decrease in VIU
EREERD

HKS Mn
BREETR

+50 bps £ % (234) 3741

-50 bps £ (58) 3,917

-10% (398) 3,577
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31. INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (CONTINUED)

BENTAREELERE M@

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

2020
HK$ Mn BB E T

2021
HKS Mn BB EE T

ERTEREER
HWRER

ARAEREZ

BN TEABEARRABLEEE

financial statements REMBRR CAANREE 8,947 9,182
Aggregate amounts of the Group’s share of those ~ RNEEEZFHERRIRAELEY

associates and joint ventures WIS
(Loss)/Profit after tax RERELE (BB)8F (234) 310
Other comprehensive income Hi 2wk (186) 288
Total comprehensive income SEWEEE (420) 598
Reconciliation of carrying amounts to the Group’s REEEASEREERATAREE

total interest in the associates and joint ventures RS AR
Carrying amount of material associates and joint

ventures EABERARAECECREE - =
Carrying amount of individually immaterial associates AR T E AL DA RABEREZ

and joint ventures BREE 8,947 9,182
Interest in associates and joint ventures in the ERAMBHRERTBHEARREE

consolidated financial statements ¥R 8,947 9,182

32.

GOODWILL AND INTANGIBLE ASSETS BEREFEE

Goodwill and intangible assets include goodwill arising on business combinations
and acquired intangible assets. Acquired intangible assets are amortised over their

BEMEVEEREREBAMHELNEE
REABREE - BABVAEREMGE

estimated economic useful life. SE {5 F R Y o
2021 2020
HKS Mn B BB IS -EE-P
Goodwill [E5kS 1,460 1,474
Acquired intangible assets BARFEE 425 438
1,885 1,912
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B RS dR AR MY AR (48)

(a) Goodwill (a) &
2021 2020
HKS Mn B% B Ex G-
At 1st January R1A1H 1,474 1,474
Transfer to asset classified as assets held for sale
(Note 55) BENBARBELEEE (f15#55) (14) =
At 31st December MN12A31H 1,460 1,474

Impairment tests for cash-generating units containing goodwill
Goodwill is allocated to the Group's cash-generating units (CGU) identified
according to business segments as follows:

BEERENESEERMZRENR
AEBEEBOBAREETAHENRS
HEBMMT

2021 2020
HKS Mn ZHEET EGICIIPEIE-P

Personal banking BARIT 849 849
Corporate banking ERTT 453 453
Treasury markets BEmS 158 158
Others HAt - 14

1,460 1,474

The recoverable amount of the CGU is determined based on value-in-use
calculations. These calculations use cash flow projections based on financial budgets
approved by management covering a five-year period. Cash flows beyond the five-
year period are extrapolated using the estimated rates stated below. The growth
rate does not exceed the long-term average growth rate for the business in which
the CGU operates.

The discount rate used for value-in-use calculations is 9.8% (2020: 9.3%) and the
long-term growth rate is 2.8% (2020: 2.5%).

Management determined the budgeted net profit based on past performance and
its expectation for market development. The weighted average growth rates used
are consistent with the internal forecasts.

B0 e B A R BT W 2 S AVR IR R
HE R ERARBERBE AN ST
BRE ORI - BBSFHEHE
SR TR AR IR BT © SRR
BBNIS EE RS EEHORMTY
MR

AR EEBEENTHNER9.8% (2020
F:93%) REHEREL2.8% (2020
F:25%) °

EEERBBERALFEATSERAEE
BEFRF - AR NEFEEREER
EBFRRR — B -
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B RS AR M AR (&)

32. GOODWILL AND INTANGIBLE ASSETS (conTinueD) RIEB R B EE @)

(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)).

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

Both the period and method of amortisation are reviewed annually.

(b) B EE (BRI
EWEAERBEREYD R E - BV EE
TR PR AR R R AT 8 RORUE 1B R DI AR (KT E
2(n) ©

BIRE R AR EERE AT AR
Yezs R MEES o A TN ARE AT BN BT E
EE R AR A H AR SR A T A0 AT AT AR B8 -
EE  REEY ST MEBIENEER

BERRTEIR KB HITE -

2021 2020
HKS Mn E¥ EE T ISR =E-P

Cost B AR

At 1st January R1A1H 1,404 1,402
Exchange adjustments B X B - 2
At 31st December M12A318 1,404 1,404
Accumulated amortisation g

At 1st January R1A1H (310) (295)
Amortisation charge for the year (Note 74) FEREE (i 14) (14) (14)
Exchange adjustments B B 1 (1)
At 31st December W12 A318 (323) (310)
Impairment allowance HEERE

At 1st January K1A1H (656) (655)
Charge for the year FEANZHE - Q)
Exchange adjustments B B - 1

As at 31st December R12A31H (656) (656)
Carrying amount at 31st December R12 A31 BEEEE 425 438
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B R M ()

33.FIXED ASSETS BEIE&E

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

fERREE
—5H
RENE it E&f At -t RBRRE

HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AUEEL AMAEn AMEER  AMEEn  BMEER  BMEER

B &8 fEREEE

Cost or valuation RAR(EE
At 1t January, 2021 RNETR1H 4,961 8,595 6,311 14,906 1,549 2 1575 21,482
Additions BE - 120 485 605 320 1 £l 926
Revaluation defict EfEE (132) - - - - - - (132)
Disposals if5 - (139) (304) (443) - - - (443)
Revaluation surplus on bank premises
upon transfer to investment properties 173t B RHEARE
(Note 4205) nE (Hzow) - 5 - 5 - - - 5
Transfer from bank premises to
investment properties BTEARENE 163 (163) - (163) - - - -
Expiry/termination of lease contracts 58/ RIHREAY - - - - (3n) ] (315) (375)
Less: Elimination of accumulated
depreciation on revalued W BT ERN RS
bank premises ik - 0] - 0] - - - 0
Transfer to asset classified as assets EENBARERNE
held for sale A& - - (102) (102) (V)] [¥]] (@ (106)
Exchange adjustments By - 115 58 1m 13 - 13 186
At 315t December, 2021 ®2021E128318 4,99 8,529 6,448 14971 1,507 3 1,530 21,499
Accumulated depreciation and amortisation - 2547 Jt #
At 1st January, 2021 R2021E1518 - 2,054 4,444 6,698 670 9 679 131
Charge for the year (Vote 74) EENXEHE1M) - 149 3 581 368 6 374 955
Expiry/termination of lease contracts HE /R IREAN - - - - (361) )] (363) (363)
Elimination of accumulated depreciation
on revalued bank premises BHMIERNZHTE - 0] - U] - - - U]
Witten off on disposal HERHE - (63) (263) (326) - - - (326)
Transfer to asset classified as assets EEHBARAR
held for sale HWEEE - - (69) (69) (1 @ 6) (72)
Exchange adjustments EiEE - 1) 4 8 6 - 6 88
At 31st December, 2021 ®2021E128318 - 2,378 4,584 6,962 682 1 693 7,655
Net hook value at BEE
315t December, 2021 ®2021€128318 4,99 6,151 1,864 8,015 825 12 837 13,844
The gross amounts of the above assets
are stated: EREEHEEIITAT :
At cost A - 7,781 6,448 14229 1507 3 1530 15,759
At Directors' valuation - 1989 RESMHE-1989% - 748 - 748 - - - 748
At professional valuation - 2021 FEXREE-2001% 4,99 - - - - - - 4,99
4,99 8,529 6,448 14977 1,507 3 1,530 21,499
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33. FIXED ASSETS (conTiNUED) [EE & FE (@)

2020
Right-of-
Right-of-  use assets -
Furniture, Use assets - Furniture,
Investment Bank fixtures and Bank fixtures and
properties premises  equipment Sub-total premises  equipment Sub-total Total
BREAE
il &6 PREEE —Gfih
RENE it Rkt gt -t RERRE gt aE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HK Mn HKS Mn
AREET A%EET  ABEEn  A%EEn  A¥EER  B¥EERn  A¥EER  A¥AEER
Cost or valuation RAR(EE
At 1st January, 2020 R2020F1818 5333 8,160 5,962 14,122 1457 23 1,480 20,935
Additions %E - 105 494 599 233 4 237 836
Revaluation defict EEER (301) = - = - = = (301)
Disposals & - - (247) (247) - - = (247)
Revaluation surplus on bank premises
upon transfer to investment properties 1Tt EfE BEEARENE
(Note 420b) (Hist42) = 57 = 57 = = = 57
Transfer from bank premises to
investment properties mTEARENE 79 19) - (19 - = - =
Transfer from investment properties to
bank premises HRENFENTIL (151) 151 - 151 - = - -
Expiry/termination of lease contracts /R ERERY - - = = (172) 2 (174) (174)
Less: Elimination of accumulated
depreciation on revalued R B
bank premises ZihE = ) = 9 = = - 9
Transfer to asset cassified as assets EENBARER
held for sale HELE - (34) (19 (48) - > - 48)
Exchange adjustments B A% 1 24 116 360 31 1 R 393
At 315t December, 2020 R2020% 124318 491 8595 6,311 14,906 1,549 2 1,575 21442
Accumulated depreciation and
amortisation ZEEREH
At 1st January, 2020 R2020F1418 - 2,049 4,166 6,215 38 4 39 6,007
Charge for the year (Mote 14) EEMZHEWH 1) - 149 407 556 419 6 45 91
Expiry/termination of lease contracts N8/ BIRERN = = = = (151) (1 (152) (152)
Elimination of accumulated depreciation
on revalued bank premises BHMIERHRHNE - 9 = 9 = = = )
Written off on disposal it & B - - (209) (209) - - - (209)
Transfer to asset classified as assets EENBARER
held for sale HEAE - 13) () (18) - - = (18)
Exchange adjustments EiAE - 8 8 163 14 - 14 177
At 31t December, 2020 R2020E12 4318 - 2,54 4404 6,698 670 9 679 1311
Net ook value at REFE
31st December, 2020 R2020E12 8318 491 6,341 1,867 8,208 879 17 8% 14,065
The gross amounts of the above assets
are stated: HHEENERSITNT :
M cost HAR - 7847 6,311 14,158 1,549 2 1,575 15733
At Directors' valuation - 1989 BEFEE-19895 = 748 = 748 = = = 748
At professional valuation - 2020 REXEE-2005 491 - - - - - - 491
491 8,595 6,311 14,906 1,549 26 1,575 21,482
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Fair value measurement of properties NEATFEEZETE
(i) Fair value hierarchy (i) RFEEEIR

The following table presents the fair value of the Group’s properties measured BE(EAMBRELEANE+ =518

at the end of the reporting period on a recurring basis, categorised into the EAFBEIZRAFEBESKZHHE

three-level fair value hierarchy as defined in HKFRS 13, Fair value measurement. EFE - TRINFAEENREHHRIEZ

The level into which a fair value measurement is classified is determined EBREERENUETEMHEZ NTEE -

with reference to the observability and significance of the inputs used in the PEFE— DR AFEEEEIURRN

valuation technique as follows: TR ANGEEXH2 82 T8RN
MRBEN

Level 1 valuations: Fair value measured using only Level 1 inputs i.e. F—HHE: =ErATFEERKA
unadjusted quoted prices in active markets for F—R2E NREE
identical assets or liabilities at the measurement date. HEEBRMSHERE

EXEBOHRERAE
HIE -

Level 2 valuations: Fair value measured using Level 2 inputs i.e. FE_MEE: BERAFEEXAS
observable inputs which fail to meet Level 1, and not ZHRBH BTHESE
using significant unobservable inputs. Unobservable —RATBR2E &
inputs are inputs for which market data are not REXAEENIF AR
available. R SEABR2H

RIERAEMHERZ
28 .

Level 3 valuations: Fair value measured using significant unobservable F=HHE: =EERAFEERAE

inputs. ZEMIAER2E -

Fair value at Fair value measurements as at 31st December, 2021
31st December, categorised into

2021 R2021E12B31AEEAFEEZDE

R2021E12 8318 Level 1 Level 2 Level 3
2DV ER -5 ok =R
HKSMni¥EET HKSMnB¥EBET HKSMnB¥EET HKSMnAXEET

Recurring fair value measurement EERAMNATEEET

Investment properties REME

Commercial - Hong Kong EES 4,978 - - 4,978
Commercial - Others HE-Hh 14 - - 14
4,992 - - 4,992

Fair value at Fair value measurements as at 31st December, 2020

31st December, categorised into
2020 #2005 12A31 AERATEEZA S

R2020F12 4318 Level 1 Level 2 Level 3
ZATERE F—& E-H =5

HKSMnBEEETL HKSMnEBEET HKMnBEEET HKSMnBERET

Recurring fair value measurement EBREMNATEEET

Investment properties REME
Commercial - Hong Kong HE-BS 4,947 - - 4,947
Commercial - Others mE-Ef 14 - - 14

4,961 = = 4,961
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Fair value measurement of properties (continued)

0

(ii)

Fair value hierarchy (continued)

During the years ended 31st December, 2021 and 2020, 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, 2021 and 2020.

Investment properties in Hong Kong were valued at HK$4,978 million (2020:
HK$4,947 million) as at 31st December, 2021 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, 2021
and it was performed on an open market value basis. Details of valuation
techniques are described below:

Information about Level 3 fair value measurement of properties

Valuation techniques

Investment properties

BEME

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.

%%’D\SFFEZEE(E)

(0

(i) FEAE=REE

Direct comparison

RNFEED R (E)
20215 K% 202012 A31 A L5 E
N REE-—RNE_BMEZHNE
B MAEE=ZROBAREL - A%
EHERRERIRRNBERHARQFE
BErRzMBELENES -

20214 & 202046128318 - Fi A
REEIKEY ISR B A ERG(E -

M2021F12A31H  EAKREME
B4 B 4815 49.78 (87T (20204 : 78
WA9.4718TT) - R EWERBLIEE
B — 4 AP AR SE — K F s TG (E
HESARAMNEMEge T EFETY
THEMENFTE R BRI BT LR
HEEARRAMISEEAER  WE
A2021F12 A31 HZERAER  HEE
AT

REEENYE

Unobservable input

fREERX FTBRBASHY

Income capitalisation Expected market
approach rental
WABRE EEMSHEE

Capitalisation rate

Premium (discount) on

approach quality of the buildings
BEELEBE BFERRE ()
FIEFEREP IR EY

BREMENRFEEREZRABAER
ERE - EERSEEBYERDLEAE
iz 2 e ARE D BRI BB L R
BR MEBEMARKNEEAES—
BurEmEESEN  BREKES
BHME-HMEZTHERKER -
HAEEBER I EMBAF 2 BORBRE
MRFEK - HER D MMRAZER

B BEERELHERS 2HERAK
BERERZEEND 2 EREZEMFTHE

b ERTIGEE -
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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.

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 year in the balance of these Level 3 fair value
measurements are as follows:

Investment properties — Commercial

B RS dR AR MY AR (48)

FfEEELEMTSHEEZHER@2
EZRMERDNHES K% (b) 2 E X
i 2 ERME - R BERERS
EZRMTISHEZXSEHZRBEME
BREEHMSNEY - LLFEHREHDE
i RRIRAEMNE R - BHARRASIE
EMERIEZENESN - £ERAE - Al
R=RHEA -

BB RSN - TR E B LE BOR LA
ZEMGE BT LEERYE 2 H
EXZERBERDIHN - UstEE—F
TROEE - SREZLEBRERREY
ERALBRERNER  WIRHERE -
BBk BFERMEMERE-

FEELATSHESAEEELR

EEA
REERXE A HAE TR -

7
ke y=
iyp 1R

FRZEE-PATBEETZHEE
T ¢

2021 2020
HKS Mn B¥ B E T G-

— Hong Kong REME-HE-BE
At 1st January MW1A18 4,947 5,319
Transfer from bank premises to investment

properties HITHEBAREE 163 79
Transfer from investment properties to

bank premises BB EE ATHE - (151)
Revaluation deficit EihEE (132) (300)
At 31st December W12 A31H 4,978 4,947
Investment properties - Commercial - Others R &M E —rE ¥ —Hit
At 1st January ®W1A1H 14 14
Revaluation deficit EhEE - (1)
Exchange adjustments i 5 - 1
At 31st December M12HA318 14 14

Fair value adjustment of investment properties is recognised in the line item
“valuation losses on investment properties” on the face of the consolidated
income statement.

All the losses recognised in the income statement for the year arise from the
properties held at the end of the reporting period.

BREMENDFEERARESEREREZ
[EHREMFEBRIATER

PrEERNFRERER 2 BRARER RS
HMRBEZME -
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Fair value measurement of properties (continued) MEINFBEBEZEE (&)
(i) Information about Level 3 fair value measurement of properties (continued) (i) BAFE=RET ATFEENDE ()

The net book value of bank premises and investment properties comprises:

I REBREMENERFERSE

2021 2020
Investment Bank Investment Bank
properties premises properties premises
RENE g s REME 1Tik
HKSMnBH¥EEL HKSMnBSEST I LRy S XYYt -
Freeholds KAER
Held outside Hong Kong EEBNIME 15 607 15 622
Leaseholds e
Held in Hong Kong EEE
On long lease (over 50 years) REBEH(0EL L) 4177 1,610 4,166 1,752
On medium-term lease
(10-50 years) REHRL(10250F) 800 1,223 780 1173
Held outside Hong Kong EEBNIME
On long lease (over 50 years) REAL(G0FEM L) - 15 = 14
On medium-term lease
(10-50 years) RERL (10250F) - 2,685 = 2,763
On short-term lease (below
10 years) FEEL (105U T) - 1" - 17
4,992 6,151 4,961 6,341

The Group leases out investment properties under operating leases. The leases

typically run for an initial period from 1 to 5 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 from investment properties held for use under operating leases
amounted to HK$143 million in 2021 (2020: HK$154 million). There was no
contingent rental recognised during the year 2021 (2020: Nil).

AEBNKERERAALREDE -
HEFHATEH1FE5F  FIHBRA
BEMBEMIGREAESZ - IAEEQL
TeEXBEES -

RER - UEEREVABENREY

¥ zHLWAREE1.434 7T (2020

F B 1.54ET) - N2021 FRRE
Rk AHE (20204 : M) -
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The total future minimum lease payments of bank premises and investment DA BT A 2 A B H AR B AT HE AR
properties held for use under non-cancellable operating leases are receivable as B W) 3 W) AR R E R FE SR & R Aa s an
follows:

2021 2020
HKS Mn B% B Ex G-

I ﬂ

Within one year 1FEAR 108 102
After one year but within two years 1FRERE2FR 55 60
After two years but within three years 2EPNEEIER 16 23
After three years but within four years 3FEURELIFR 5 -
After four years but within five years AFEPNRESFR 3 -
After five years 5E A - =

187 185

34. OTHER ASSETS Hit &&=

2021 2020
HKS Mn B¥ B E T G-

Accrued interest FEETFIE 2,649 2,488
Customer liabilities under acceptances AEEFPER 28,674 17,333
Other accounts HieRIA 9,068 13,437
Less: Impairment allowances (Note 43(a)(ix)) B REER (M43 ) (132) (185)
~Stage 1 —E—BR (8 (14)

- Stage 2 —ERER () €
—Stage 3 —F =R (122) (168)
40,259 33,073

Assets held for sale (Note 55) BEELEEBE (H755) 2,264 26,657

42,523 59,730
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35. FINANCIAL LIABILITIES DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS

EERABRBESURRLAFEENESHERE

2021 2020

HKS Mn B BEE T IGISIVOIEE-TER-P

Deposits and balances of banks RITE T R RS8R 3,639 5,442
Certificates of deposits issued BBEIFERE 32,618 24,494
Debt securities issued EEITERES 620 155
36,877 30,091

Financial liabilities above have been designated as at FVTPL when the Group holds
related derivatives at FVTPL, and designation therefore eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

The amount of change, during the year and cumulatively, in the fair value of
financial liabilities designated at FVTPL that is attributable to changes in the credit
risk of these liabilities and recognised in other comprehensive income is set out
below.

EAKREREREERARBERSURKRATE
EMEBITELE  ULoRmABEREER
BWBERARRATEE - MZIEE T ER
AR D SEHEENER

FARRFES  TRIVREERRBER
NRBAFEENSHAEENAFEEZD
REEMEAKERARINDE  MiE
HERERZEAENEERR -

2021 2020
LGN B HKS Mn B¥ B E T

Balance at 1st January W1A1B%&% (32) 7)
Recognised in other comprehensive income during ~ FREE M2 FRER AR

the year e (18) (29)
Deferred tax R IE 4 4
Balance at 31st December RN12A31 BEH (46) (32)

There was no transfer of cumulative gain or loss within equity due to de-recognition
of liabilities designated at FVTPL during the year (2020: Nil).

The change in fair value attributable to changes in credit risk on financial liabilities
is calculated using the difference between the fair value of the financial liabilities
at the reporting date and the present value computed with adjusted asset swap
spread.

The carrying amount of financial liabilities designated as at FVTPL was HK$46 million
lower than the contractual amount due at maturity (2020: HK$2 million lower).

FRW (20204 : &) W RAIETE HBB AR
RBRAFEENR ERAILER - TRE
BERFBNSEEERREZANER -

SHARBRSRABREERRNAFEER
EPRBENBEAXFEREENNAF
BEREHEEERMNEZREROEHE -

M2021F EERBBERURRATEE
TRAENEAEREINAZANEEE
W 4,6008 7T (2020 4F : ERE #5200

&) °
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36. INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION Bt #&#R% & B Fr 8%

(a) Current taxation in the statement of financial position represents: (o) BEEBRANETERES :

2021 2020
HKS Mn B¥ B E T EGCIV -

Provision for Hong Kong profits tax for the year REZEBMNEREE 514 531

Provisional profits tax paid ERNEHFIEH (394) (661)
120 (130)

Balance of profits tax provision relating to prior years WA 4 [ RIS Bt & #4458 643 635

Taxation outside Hong Kong BB AN 195 119
958 624

(b) Deferred tax assets and liabilities recognised (b) EEREBEEREERER
The components of deferred tax (assets)/liabilities recognised in the consolidated ERNREMBRRRPBRERE (BE),/
statement of financial position and the movements during the year are as follows: BENEXRBY RERNZESHMT

Depreciation
allowances in
excess of Impairment  Revaluation of
related  Revaluation of losses on  financial assets
Deferred tax arising from: depreciation properties  financial assets at Fvocl Tax losses Others
BRAM2E
W DA
BRERNE SREEN AVEE
BERERA: HITERHE BERX SHEEEf
HKS$ Mn HKS$ Mn HKS$ Mn
A¥EER A¥EER B¥EER
At 15t January, 2021 R2021E1A18 345 15 (1,387) 122 (540) (217) (1,562)
Charged/{credited) to income WERNZE/
statement (Note 18(2) (BN (W2 186) m - (91 - 36 14 152
Charged(credited) to FEnxE/ (FA)
resenves (Notes 42(b), (g) (W4 (o)
and'(j) £) - (6) - m - 0] 20
Transfer to assets heldforsale ~ BEHEEHEEE
(ote 35) (£33 ] - - - - - ()
Reversal due to disposal of
subsidaries HENBARMED 6 - - (52) 15 - (31)
Exchange and other adjustments % R 5% - - (37 - (14) U] (58)

At 31st December, 2021 R20214 124318 339 109 (1,515) 282 (303) (214) (1,302)




260 The Bank of East Asia, Limited | Annual Report 2021

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R )

36. INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION (CONTINUED)
B R RN R A B Fr 8 8% (@)

(b) Deferred tax assets and liabilities recognised (continued) (b) EEHREBEEREBER (H)
2020
Depreciation
allowances in
excess of Impairment ~ Revaluation of
related  Revaluation of losses o~ financial assets
Deferred tax arising from: depreciation properties financial assets at Fvocl Tax losses Others Total
BREMZE
Wit AR B
BAERNE SREEMN AYEE
BERERE : MiTELHE NEER HEREX  SREAEER filg Eft 2%
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn

A¥BEEL  RMEET  E¥BSRT  EWEEr  A¥EEn B¥BEx  E¥EER

At 1st January, 2020 R2020E1718 326 M (1,227) 206 (334) (61) (979)
Chargedi(credited) toincome W& FKAZH/

statement (Note 18(3) (BN (Hi 186) 20 - (%) - (178) (141) (395)
Chargedi(credited) to reserves &A%/ (FA)

(Notes 42(6), (9) (Hztam) - (g

and(j) ) = 4 = (86) = @ (86)
Transfer to assets held for sl EEHABELEAE

(Note 33) (Hit5s) (1) - - - - - )
Exchange and other adjustments [ 5 R E {135 - - (64) 2 (28) (11) (101)
At 315t December, 2020 R2020512A318 345 115 (1,387) 122 (540) (217) (1,562)

2021 2020
LGP EE B HKS Mn B EE T

Net deferred tax assets recognised on the statement R R BB RKNELEHBEE

of financial position R (1,861) (2,022)
Net deferred tax liabilities recognised on the BRRBBRAROELHBEAE
statement of financial position E R 559 460

(1,302) (1,562)
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() AERELEHREE

The Group has not recognised deferred tax assets in respect of cumulative tax losses HARARERILBEAR AT BKERE
of HK$105 million (2020: HK$118 million) as it is not probable that future taxable RHERTORTNABHBRAEE  NEEL
profits against which the losses can be utilised will be available in the relevant tax RIER R HIEEE 1.05187C (20204 - &
jurisdiction and entity. Under the current tax legislation, the expiry dates of the tax K1N8IBL) RIEETRIREE - RIBRSH

losses were as follows:

Bi&H - ZERBENZHAWT

2021 2020
HKS Mn B% B Ex G-

Expiring within 5 years KA ERE|E 33 19
No expiry date gl 72 99
105 118

37.OTHER LIABILITIES Hit& &

Accrued interest payable
Acceptance draft payable

Impairment allowances on financial guarantee
contracts issued and loan commitments issued

2021 2020
HKS Mn B¥ B E T LSV

FERTREA I 2, 1,894 1,852
BRELER 28,674 17,333

EBRITHMBERREETNERE

(Note 43(a)(ix)) 2 RE N (B i 43()(x)) 174 72
—Stage 1 —E—RE 133 52
- Stage 2 —EHE 24 18
— Stage 3 —E=-BR 17 2
Liabilities held for sale (Note 55) BAELEBEHZ55) 1,637 26,864
Lease Liabilities HEaRE 884 936
Other accounts (Note) H b fR1E (77) 9,652 12,902
42,915 59,959

Note:  Include contract liabilities of HK$2,625 million (2020: HK$612 million) from contracts it BIEE(E B R ELDE 15 AEL

with customers under HKFRS 15.

H)E A B BEH 262518 7T (20204 - B8
6.12{F7T) °
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jﬁ%#&%‘%ﬁﬁuf(

4=
=1 )

38.LOAN CAPITAL £& &

Subordinated notes, at amortised cost with fair value 8 $5 % A8 F2 482
hedge adjustments

USD500 million fixed rate subordinated notes

FEETARE
Gk ok IEEE
202611 3B EHNTER

2021
HK$ Mn B¥E

2020
HK$ Mn BB EE T

due 3rd November, 2026 M SEXTRERRE M - 3,911
Subordinated notes at amortised cost without TR SEPK ARG BR R 30 R R R & (B
hedging S
RMB1,500 million fixed rate subordinated notes 7£2029% 4 A 25 EI 2 HHE
due 25th April, 2029 2) AREISETERERE (2) 1,833 1,778
USD600 million fixed rate subordinated notes f£2030F5 A29 HEI M E
due 29th May, 2030 3) 6EETRERE (3) 4,655 4,622
6,488 10,311

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, 2021 and
2020.

Q)

Loan capital of face value of HK$3,876 million (US$500 million) and
carrying amount of HK$3,911 million as at 31st December, 2020 represents
subordinated notes (under the Euro Medium Term Note Programme)
carrying a coupon rate of 4% p.a. qualifying as Tier 2 capital issued on 3rd
November, 2016 by the Bank. The notes were listed on the Hong Kong Stock
Exchange, would mature on 3rd November, 2026 and were callable on 3rd
November, 2021. The notes were under fair value hedge accounting and
hedge ineffectiveness of HK$0.2 million loss was recorded in 2021 (2020:
HK$0.1 million profit). The Bank fully redeemed the subordinated notes on 3rd
November, 2021.

Loan capital of face value of HK$1,835 million (RMB1,500 million) and carrying
amount of HK$1,833 million (2020: HK$1,778 million) represents subordinated
notes carrying a coupon of 4.94% p.a. 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 and are callable on 25th April, 2024.

Loan capital of face value of HK$4,678 million (US$600 million) and carrying
amount of HK$4,655 million (2020: HK$4,622 million) represents subordinated
notes carrying a coupon of 4% p.a. qualifying as Tier 2 capital and meeting the
loss-absorbing capacity requirements issued on 29th May, 2020 by the Bank.
The notes are listed on the Hong Kong Stock Exchange, will mature on 29th
May, 2030 and are callable on 29th May, 2025.

%2021 k2020612 A31 HIEFEAR
SEHEMBTZEBESHASMA LI
BROETET -

M

MH2020F 128318  ZEEEEE
38.7618 T (58 Em) REEEERK
. 1MNEBITHEEER  BIEARTR
2016 F 11 A3 BEITFLE4% WATE
RIZHRERNEESE (RBNEA$
EASRIRRT 8131T) - ZSEEM BT =
WK 2026411 A3 BEIH AR
202111 A3 HER - £2021F - A
RAAFEESRGFHEMERSOER
i o BEAE 208t (20204 : &
108 F) o A1THR2021F11 A
3AREERZERERRE -

FHERK18.35FT (AR 15E7T)
AR E# Y 18.33187T (20204 : &
W17 78R MIEEER - RIERATT
MEBARREHEN201944 A25R
BITHFRA94% MRERE - ZFRE
#2029 4 A 25 A 38 - AT 2024
F4R25B0M -

EHEEEL6.78ET (6ET) RE
A B % 46.558 7T (20204 : /&%
46.221&7T) a’a%%é&?k P RIEBRARITR
202045 B 29 BETEB 4% Wi
BIRERNRFERKEIBEHIRED
BEZRE REZEABXAET - I
#720304E5 A 29 B E|H - A% 2025
£5H29PEME -
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39. EQUITY SETTLED SHARE-BASED TRANSACTIONS AR BEBEZNNRX S

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 Executives, 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.

FITHRMNESRBRAERESTEAH
BRERBETAEEZEMES - BEH
TERERBEITHAAR  URBAITERR
Befn - BRBRERTEIMMR A S BREIN - RIE
2011 F K 2016 F1& BRI B PR T HR
BRENITEHRAREARGERE NS
S5EF L P RS AT EHE R A 3
H o

(a) Particulars of share options: (a) RBRHERFTE -

(i) Share options granted in years 2013 to 2020: () 7E2013F = 2020 F F#% T HORARME
Date of grant Tranche Vesting period Exercise period Exercise price per share
B¥BEH B BRH 1T BRITHEE

HKS & ¥ 7T
03/5/2013 T3 03/5/2013 — 02/5/2016 03/5/2016 - 03/5/2021 31.40
02/5/2014 T2 02/5/2014 - 01/5/2016 02/5/2016 - 02/5/2021 32.50
02/5/2014 T3 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 T2 04/5/2015 - 03/5/2017 04/5/2017 - 04/5/2022 34.15
04/5/2015 T3 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 T2 08/4/2016 - 07/4/2018 08/4/2018 — 08/4/2023 28.45
08/4/2016 T3 08/4/2016 - 07/4/2019 08/4/2019 - 08/4/2024 28.45
07/4/2017 1N 07/4/2017 - 06/4/2018 07/4/2018 — 07/4/2023 32.25
07/4/2017 T2 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 T2 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
19/7/2019 T1 19/7/2019 - 18/7/2020 19/7/2020 - 19/7/2025 22.45
19/7/2019 T2 19/7/2019 - 18/7/2021 19/7/2021 - 19/7/12026 22.45
19/7/2019 T3 19/7/2019 - 18/7/2022 19/7/2022 - 19/7/2027 22.45
07/4/2020 T1 07/4/2020 - 06/4/2021 07/4/2021 - 07/4/2026 16.58
07/4/2020 T2 07/4/2020 - 06/4/2022 07/4/2022 - 07/4/2027 16.58
07/4/2020 T3 07/4/2020 - 06/4/2023 07/4/2023 - 07/4/2028 16.58

(i) Share options granted in year 2021:

Date of grant
B¥BEH

Tranche

i)

Vesting period
B

(i) 2021 FAE T HRIAE :

Exercise period

T

Exercise price per share

BRITEE

13/4/2021
13/4/2021
13/4/2021

T
T2

13

13/4/2021 - 12/4/2022
13/4/2021 - 12/4/2023
13/4/2021 - 12/4/2024

13/4/2022 - 13/4/2027
13/4/2023 - 13/4/2028
13/4/2024 - 13/4/2029

HKS$ % # 7T
17.08
17.08
17.08
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39. EQUITY SETTLED SHARE-BASED TRANSACTIONS (conTinueD) AR BEBEZ MRS @)

(b) The number and weighted average exercise prices of share options

are as follows:

(b) ETERRENE B R NEFHT
FEEWMT :

2020

Weighted Weighted
average Number average Number
exercise price of options exercise price of options

nE¥s nE¥H
1@ AREHR fid RBELE
HKS ¥ MillionE& HK$ &8 T Million & &
Outstanding at the beginning of the year ~ #1444 28.64 38 30.49 40
Exercised during the year FRTTR - - - -
Granted during the year FRRT 17.08 4 16.58 5
Lapsed during the year FREK 32.58 (6) 29.93 @)
Outstanding at the end of the year FREH 26.57 36 28.64 38
Exercisable at the end of the year ERAETR 29.68 27 314 28

(9]

There were no share options exercised during the year 2021 and 2020.

The options outstanding at 31st December, 2021 had an exercise price from
HK$16.58 to HK$34.15 (2020: from HK$16.58 to HK$34.15) and a weighted

average remaining contractual life of 3.24 years (2020: 3.28 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.

Fair value at measurement date RFA2ENATFEE

—Tranche 1 —#51

— Tranche 2 —#n2

—Tranche 3 —#$93
Share price at measurement date Ri2BRRE
Exercise price 7@
Expected volatility HFHRE
Option life R FE

- Tranche 1 —#H1

— Tranche 2 —#n2

- Tranche 3 —#53
Expected dividends HARE

Risk-free interest rate (based on Hong Kong

Government Bonds) ERENE(REEBHNES)

#2021 4 K 2020 F 37 & RARAE T

M2021F12 A31 B » AT ABRIENTT
fEEmE% 16.58 T=E%34.157T (2020
F:hmABK16.58TTEEK,34.157T) - KR
e KB 2 R F 9 85 3.244F (2020

F:3.28%F) -

RRENAFEERRBR

BRI AR RAEN A PRERE TR
BN A TEENE - X TFRBEZ G A
FEERSAXNEEEES - REENS
NEBRZEBEXNSE -

HK$ %% 5.05 T
HK$%%5.34 ¢
HKS$ %% 5.57 ¢
HKS &% 17.08
HKS &% 17.08 T
36.72%

6 years
7 years
8 years
3.24%-3.69%

0.97%-1.29%

2020

HK$ 7 3.08 7
HK$ ## 3.03 7T
HK$ ## 2.87 7T
HK$ 5% 16.58 7
HK$ 5% 16.58 7T
30.62%

6 years
7 years
8 years ¢
9.40%-11.25%

0.66%-0.68%
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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
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.

40. SHARE CAPITAL B2

B RS dR AR MY AR (48)

HEEORIERAR B E 2 X IE RIREEITHA
BERSHFERE - TBRBABRKNE
AREEAFZENTFEBEN G -

RERENR T AT A RBGEM  ZRFB R
TARPAAHERRETHESRBORTLE
B BTRBEENSERLEEE -

2021 2020

No. of shares No. of shares

REG#E RO &E
MillionEE HKS Mn #%EET MilionEE  HK$MnB%EET

Ordinary shares, issued and fully paid: BEITRBRLRR:

At 1st January ®1A1A 2,917 41,557 2,907 41,379
Shares issued in lieu of dividend NREBETHRG 6 88 10 178
At 31st December ®12A8318 2,923 41,645 2917 41,557

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
There were no options exercised during the year 2021 and 2020.

RFEZAERESREEE ([FHE1)) -
REER T AR ERARBAITHEBER
0 - REBBENRUSEREN  RE
2011 F R 2016 F 1B B R B AT T IR
BENTEMRAUBREARREEEAN
ES5EFL -

REBEESDRESTERTHRSG
#2021 4 [ 2020 4 3 % R BAEH AT (E ©
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41. ADDITIONAL EQUITY INSTRUMENTS ZE/BRA TR

Additional Tier 1 Capital Securities

USD500 million undated non-cumulative

2021
HKS Mn B¥E&E T

BIN-BEARTA
SEXTEINPAEREKE

2020

HK$ Mn BB B &L

subordinated capital securities (1)  BAES (1 3,878 3,878
USD650 million undated non-cumulative 65 EETEIMAFRERE
subordinated capital securities 2 EBARE: ) 5,069 5,069
USD650 million undated non-cumulative 65EETEIMAFRERE
subordinated capital securities 3) EBAES 3) 5,021 5,021
13,968 13,968

(1) 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% per annum 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 Additional Tier 1
Capital Securities from 18th May, 2022 or any subsequent coupon payment

date, but subject to restriction as set out in the terms and conditions.

(1) M201745818H  R{TE(THEES
BET(MBRBERBTRARSERS
38.78fE ) EAHHERFAREER
TATEN-—BEARTA| - I —H
AARTAREEHARMT5.625%F
BX -HFE2022F5A18HME—K
WE A o RSN — B AT AW IR
HERERAFHIBEBES SR NES
3.682% Z EEFXREL - BEKGIR
BRFEHETE - ATUBTAERS
BUESAS A - IR —TAEELE =
UK EHFE  ZR—RERT AR
BWMIH o LI —REARTAERE
BREARLLETBREELE-

FE-RBEEMBXNBER2017F11 A
188 » MAMBREELFXN - K1TH
EEUE A8 (BARZBEI—RE
ATADINH 2 R ABRAHRR) &
ERUHZME RN A RTER © BRIEFTIR
BEMBKLEXN  AITRTREEMIK
BRE T EBIBR -

N8 RBHMAITILR BTN HH
e EREBIRE TR —RER
TAZAERGRELSERHEERK
BEREESTME -

F1202245 A 18 B 3k A& E AT FI 2
X B - AITAITRREEAER A
RENEIN—REARTA BAEXES
2GR RABRIFTARR -

(2) On 19th September, 2019, the Bank issued undated non-cumulative (2) M201949 198 - A/TE81THEEG.5

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% per annum 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 E
occurs and is continuing. They rank higher than ordinary shares in the event of

a winding-up, and meet the loss-absorbing capacity requirement.

BET(NBRBRMBEITRAREELE
50.69187C) EEIH AERTAREE AR
EBH RN —RERBLFEEIHE
K75 5.875% F B %K - EE 202449
A19HME—RKRE A - %I —R
BEAFEHVIFRAENERFERFHEE
B H B EMNEF L 4.257% 2 B E F =K
CEEXBERBhEENEE - AT
ARTREESDBUEXZMAFIE < aAHER
—EEAKEEH YRS HE - B
—REREF GBI o LB —R
EXABHFEREFREMEBLLARE
BEE  REAREEBERENRE -
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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 Additional Tier 1
Capital Securities from 19th September, 2024 or any subsequent coupon
payment date, but subject to restriction as set out in the terms and conditions.

On 21st October, 2020, the Bank issued undated non-cumulative subordinated
capital securities with a face value of US$650 million (equivalent to HK$5,021
million net of related issuance costs). The Additional Tier 1 Capital Securities
are undated and bear a 5.825% per annum coupon until the first call date on
21st October, 2025. 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 5.527% 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, and meet the loss-absorbing capacity requirement.

The first scheduled coupon payment date was 21st April, 2021 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 Additional Tier 1
Capital Securities from 21st October, 2025 or any subsequent coupon payment
date, but subject to restriction as set out in the terms and conditions.

(€)

B RS dR AR MY AR (48)

FE-—RBEEKS B /202063819
B SFFRE K ATABITRE
ERBOBX A B (RRN BT —
MERNEZAERRIEKOER) Rk
MERTARE - B2  BRIETRHAE
BEEE AN AT TREE MK ER S
TEBERER -

e E RBAARTTI R AARTTIT
Ao HELEEEE  ZREIN—REX
TAZASHREREKSERBEEKRRK
BEREESTHIE -

202449 A 19 H A& E @ F 8 X
NB - ATATEREREABE LA S
INREARFF 28 BAXEINH
ZIEREARRNPTIRR o

M2020610A21H  RN{T¥THEHE
6.5 85T (B ARITRARSESE
¥50.21E7m) BRI RFERERESE
REF - R —RERNEFZETH
HEMi#5.825% FEX - HE2025F
10 421 HA9SE —RURE A - anazsE o
—REBEAFSUFRASNERFRFH
EEE % B ENE L 5.527% 2 EEF
RED - BXRBERBAFENETE -
RITABITRERBIUAXMNFE - 10
BB —HEAEE R LB SRS Z
BIN—RMERBSZ B S WM - ZBI
—REARBFEBELEFREMARILEE
BEELE  REARBEBEETIRE °

FE-RBEEKE B A2021F4 421
B BFFRE K ATRBITRE
ERBOBX A B (RN EITHEI—
MERNEZAERARIEKOER) Rk
MERTARE - B2  BRIETRHAE
BEEE AN AT TREE MK ER S
TEBERER -

e E RBAARTTIRARARTTITHH
Ao HEAREEE  ZRIN—REX
TAZASHREREKSERBEEKRNK
EREESTH -

120254 10 A 21 B AR ERFEX
NB - ATATERERAB LA E
INREARFF 2 B8 BAXEINH
ZIEREARNPTIRR o
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42. RESERVES f#1&

The Group £E The Bank 17
2021 2020 2021 2020
HKS Mn 2% EET IECIIREEV HKS Mn #%EET ISV
(@) General reserve @ —KEE
At st January ®1A1A 13,657 13,651 13,471 13,465
Transferred from property revaluation HERERNESH
reserve on disposals & 1 6 1 6
At 31st December ®12A31H 13,658 13,657 13,472 13,471
(b)  Revaluation reserve on bank premises (b) 1T EfE k1
At 1st January R1A18 1,895 1,848 1,891 1,857
Recognition of deferred tax RETHEEE/
assets/(liabilities) (Vote 36(b)) (B (A2 36(6) 6 (4) 6 @
Transferred to general reserve on
disposals HE G A — G (1 (6) (1 (6)
Revaluation surplus on bank premises
transferred to investment properties {7 EERBEA
(Note 33) RENE (H1233) 5 57 3 4
At 31st December M12A318 1,905 1,895 1,899 1,891
(0 Statutory reserves EERE
At 1st January MA1E 5,055 5,247 - -
Transfer from/(to) retained profits BE/ (BN BEEA 218 (192) - -
At 31st December R12A31R 5,273 5,055 - -
(d) Capital reserve ERGE
At 1st January R1A18 895 1,090 - -
Transfer to retained profits BARTER - (195) - =
At 31st December R12A31R 895 895 - -
(e) Exchange revaluation reserve ) EREREE
At st January ®1A1A 301 (1,629) 162 43
Exchange adjustments EHAR 757 1,930 (35) 119
At 31st December R12A318 1,058 301 127 162
(f)  Capital reserve - staff share options BARE-DBT
issued EERRE
At 1st January MA1H 157 163 157 163
Forfeited options transferred to B HRREEA
retained profits BaA (24) (17) (24) (17)
Additions (Note 74) g (Hz 14) 19 11 19 "
At 31st December R12A318 152 157 152 157




RERTHERDA | 2021 FH 269

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R )

The Group £E The Bank 17
2021 2020 2021 2020
HKS Mn #%EEx IGISIONEELyll HKS Mn s%EET IGSYIN:EE-V5
(g Fair value reserve @ DTEERE
At 1st January RM1A18 2,465 2,331 1,687 1,600
Changes in fair value of securities BENATEEZY 164 667 21 (20)
Reversal upon disposal A ERER (492) (618) (18) 67
Recognition of deferred tax assets/ BRETHELE /(&)
(liabilities) (Note 36b)) (W13 36(6)) (212) 86 (127) 41
Amortisation B - (1) - (1)
At 31st December W12A318 1,925 2,465 1,763 1,687
(h) Hedging reserve () HhEE
At 1st January R1A1H - 1 - -
Changes in fair value of hedging
instruments HHTAHATEESD - 2 - -
Fair value change reclassified to income
statement EAPFERNATEEED - 3) - -
At 31st December 124318 - = - =
(i) Liability credit reserve () BEEERE
At 1st January ®1A1A (32) @) (32) (7)
Changes in fair value arising from BIEEEDELNATEE
changes in own credit risk # (18) (29 (18) (29)
Recognition of deferred tax assets BREEBREE
(Note 36(b)) (Wit 36(b) 4 4 4 4
At 31st December M2A318 (46) (32) (46) (32)
() Other reserves () HEE
At 1st January R1A1E 83 100 - -
Share of changes in equity of EEBERARARCEER
associates and joint ventures sp-E) (165) (17) - -

At 31st December R®12A318 (82) 83 - -
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42. RESERVES (CONTINUED) fH#E (&)

The Group £ The Bank 47
2021 2020 2021 2020
(k) Retained profits k) AFEF
At st January R1A1R 32,852 31,133 24,580 22,346
Net profit for the year ERARA 5.270 3,614 6,221 4,516
Transfer from capital reserve BAERGERE - 195 - -
Transfer from capital reserve BAERGERE
- staff share options issued -BETEERRE 24 17 24 17
Transfer (to)/from statutory reserve (BN) /BELTERE (218) 192 - -
Redemption of Additional Tier 1
capital instruments BESN—HBRATA - (24) - (24)
Dividends (Note 79) &8 (Hi#19)
~ Interim dividend —~RERE (1,022) (466) (1,022) (466)
- Second interim dividend - FEEEZR
in respect of prior years HHR S (700) (1,017) (700) (1,017)
- Additional Tier 1 capital
instruments —@H—REAIA (811) (792) (811) (792)
At 31st December R12A318 35,395 32,852 28,292 24,580
() Total reserves () HEER 60,133 57,328 45,659 41916

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
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
losses on risk assets in addition to those recognised under the prevailing accounting
requirements in their jurisdictions.

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 Note 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.

—RFBNEY  BEREBFEMNRHE
MEBNEEREGHRR -

TiE R B R E R EN R REEEREE
BITHEFSMNE T E AT B A B AT IR

EERERBERRE T/AIMNME QR R
BRAZEEER TERABRKIZENR
TEAERTOERMB RN RZRREE
BRI # 5 2 AT BEIR LK o

BARRBBIENEAR
REREERL -

CBERARRABLE

BEARHE (ERTRERRE) FREDK

A BT RE 2(y)(iv) PREUARR (9 R ERE (S
VR EERERE TAITREZER S ME

RAITERBEEEE A FEE -

AFEEREREFABBEEKEIARBR
AFEEFRSFEERSRRULERNRAL
FEEEZDIFE AHRENSITBRRCH
FRHE2(h) ©

HihFEeERERSRE N TANERY
RS2 R A HEEZEFENARD



43.

REWRITEMRADT | 2021 F#H 271

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

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, 2021, the effect of this requirement is to restrict
the amount of reserves which can be distributed by the Bank to shareholders by
HK$2,658 million (2020: HK$ 1,762 million).

At 31st December, 2021 the aggregate amount of reserves available for distribution
to equity holders of the Bank was HK$37,330 million (2020: HK$33,759 million).
After the end of the reporting period the directors declared a second interim
dividend of HK$0.35 per ordinary share (2020: HK$0.24 per share), amounting to
HK$1,023 million (2020: HK$700 million). The dividend has not been recognised as
a liability at the end of the reporting period.

PRINCIPAL RISK MANAGEMENT = E@EEEE

B RS dR AR MY AR (48)

BEEERARBEEERBERNRBRAF
BESRAENRFIATEEEZSY MEMH
RZEAESIBNEERBEE L IEE KR

RNFER

HivFH B eIEREHE AT
FEREGTUHRENES -

a2 REERG

BEAGRITERID AAEHEERE -

AITBAERE FRET AR ERC ERAMER
KN ER MR EREEBRESE - BFEH
SERE RENZPEEREZTENA
2lF - M2021F12A31H - ZERkE

g2 %BE%‘Z!STTT/)E%é%ZIS’iIHx%E’Wﬁ
% £EARB 26,581 (20204F « B
17.62187T) °

M2021412A431H -T?JK%%%K??H&%E’J
R AT REE 373.318T (2020 4F : &
337.59187T) ° iﬁ%ﬁﬁﬂﬁ?ﬁéi%gﬁﬁ(
BE_RTHRESREBRAEE035T
(2020% : GREH0.247T) - FEBE
10.23187T (20204 : BE7{EIT) - RNiRE
HMERT AR ERZERESRAE -

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 RC stands at the highest level of the Group’s risk governance structure under
the Board. It consists of five INEDs and two NEDs and is chaired by one of the
independent non-executive directors. The RC 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 RC also ensures that the Group’s risk appetite is reflected in the policies and
procedures that Senior Management adopts 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 RC 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.

ABOBABEEARETZRAREENER -

RESERBREMEERBENRTE  A5E
BREVEREARERERE AR BEES
BRBEERASRHNEEREMGIE T
ABETHERREEABOBE - ILERE

BERBASEENEBRE KB RERER
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43. PRINCIPAL RISK MANAGEMENT (conTinuep) £ E & B EE (#)

The Crisis Management Committee, Risk Management Committee, 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 relevant areas.

The Group has implemented an ERM framework to identify and manage potential
risks in a holistic and effective manner. The ERM framework assists the Group to
achieve this, and reinforces 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 supporting 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, and technology 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 RC and the management committees. Significant risk management-related
issues must be reported to the Board, which oversees risk management, through
the RC. 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, and 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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B RS AR M AR (&)

43. PRINCIPAL RISK MANAGEMENT (conTinuep) £ E & B EE (#)

(a) Credit risk management (continued)
The Group’s credit risk management for the major types of credit risk is depicted as

follows:

(0

(iii

(iv,

=

=

Corporate and financial institutions 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 incorporated different risk factors (e.g. region of operation,
corporate size) and 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 the internal rating
system and formulation of credit policies are primarily based on customers’
background, credit behaviours 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 financial institutions 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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Concentrations of credit risk

Concentration of credit risk exists when changes in geographic, economic
or industry factors similarly affect groups of counterparties whose aggregate
credit exposure is material in relation to the Group’s total exposures. The
Group’s credit portfolio is diversified along geographic, industry and product
sectors. For analysis of loans and advances to customers by industry sectors and
geographical areas, please refer to Notes 28(b) and 28(c) respectively.

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.

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:

(vi)

I ﬂ

B RS dR AR MY AR (48)
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e KERTERRNTE  MZF
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BETESBREESENEFERK
25K - F 02 B 28(b) K 28(c) ©
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2021 2020

HKS Mn B 5T EGISIVIREEEE-

Cash and balances with banks e RERTOET 54,072 55,237
Placements with and advances to banks FERITNER R BR 74,742 66,849
Trade bills ECES 10,772 11,793
Trading assets ROPBEE 1,632 309
Derivative assets THEITEEE 3,381 8,059
Loans and advances to customers REERNERK 554,437 509,070
Investment securities REH 145,723 141,620
Other assets HihEE 42,251 54,754
Financial guarantees contracts BMISERER 24,115 23,531
Loan commitments SRR 264,767 196,730
1,175,892 1,067,952
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(a) Credit risk management (continued) (a) EERMER (&)
(vii) Credit quality analysis (Vi) EEEZST
Credit quality of loans and advances EARBAEEEZE
The following tables set out information about the credit quality of loans and TREJIERRBROEEEEZIN -
advances to customers. Unless specifically indicated, the amounts in the table BRAFRIREAESN - RBANSEAKRE
represent gross carrying amounts. B -

Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FERTRNENER FETRBEDER
NEARZRAEE R LRAEEERX LRARERX b

Accrued Accrued Accrued Accrued

Principal interest Principal interest Principal interest Principal interest
52 EHAR 58 KRS 58 AR 52 EHAR

HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EWEEL A¥EEn AMEEn BMEER BWEER AWEER EWEEn RMEER

Loans and advances to customers ~ EHF A BNEF

atamortised cost ERREH
- Grades 1-15: Pass ~1-158 : AR 512,975 1,001 23,845 58 - - 536,820 1,059
- Grades 16-17: Special Mention —16-178 FEHE - - 6,011 16 - - 6,011 16
~ Grade 18: Substandard —18%% - AR - - - - 430 % 43 %
- Grade 19: Doubtful —198% : R - - - - 1,563 50 1,563 50
~ Grade 20: Loss -0 : Fi - - - - 90 4 90 4
Total gross carrying amount FHELE 512,975 1,001 29,856 74 5977 78 548,808 1153
Impairment allowances RERE (667) (3) (527) (1) (317 (54) (431) (58)

Carrying amount KafE 512,308 998 29,329 3 2,800 % 544,437 1,095
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2020
Lifetime ECL Lifetime ECL
not credit-mpaired credit-impaired
12-month ECL FEETRMADERA REARNANER Total
NAARZEREERR LEHEERX LEBEERX a%
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest

1% EitHlE ¥ fEstHlE ¥ JEstHE % fEitflg
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AYEET AMEEnT  AMEEn  BMEEn  A%EEn  A%EEn  A%EEn  A¥EER
Loans and advances to customers R ER AT BHER

at amortised cost ERRBX

- Grades 1-15: Pass —1-158 A1 482,325 819 17,485 ) = - 499,810 861

- Grades 16-17: Special Mention —16-178% - FEBE - - 7,65 3 - - 7,654 B

- Grade 18: Substandard —18% - R4 - - - - 3953 3 3953 3

- Grade 19: Doubtful ~194: R = = = = 2310 9% 2370 9%

- Grade 20: Loss -0 BE - - - - 142 3 142 3
Total gross carrying amount FHAELE 482,325 819 25139 65 6,465 102 513,929 986
Impairment allowances REEE (845) ) (1,038) B) (2976) (49) (4,859) (56)
Carrying amount FEE 481,480 815 24,101 62 3489 53 509,070 930
Credit quality of financial assets other than loans and advances BEXRBII N EHEENSEEE
The following tables set out the credit analysis for financial assets other TERE DGR B R RN IR 8B AN R B
than loans and advances to customers, measured at amortised cost and BHMEE B SR ARRATFEBEFSHNER
FVOCI. Unless specifically indicated, for financial assets, the amounts in the TEANGEEDN - REFRIEBAEN e/
table represent gross carrying amounts/fair value. For loan commitment and EEMES  REANSERAKEAE, AT
financial guarantee contracts, the amounts in the table represent the amounts BE BEREERMBEREOMmS @ &

committed or guaranteed, respectively. BRANESED I RPIEAESEROSHE -
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43. PRINCIPAL RISK MANAGEMENT (conTiNueD) = 22 J& i B 32 ()

(a) EERABRERE ()
(vii) EEEEDH (B)
BEIRBZIN 2 HEEATEEE

(a) Credit risk management (continued)
(vii) Credit quality analysis (continued)
Credit quality of financial assets other than loans and advances (continued)

(#)

Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRNEHER FEFRNANER Total
NEARZEREEEX LEHEERL LEHEERL L
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
% FERAS %3 JEitAlE %3 JEitHE %3 JEitHS
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EBEERT ABEER EMEAnT AMEER  AMEART  AMEAR  RMEER  RAMEER
Trade bills measured at amortised ~ ZEHHAHENE S
cost 8
- Grades 1-15: Pass -1-15% : 2 560 - - - - - 560 -
- Grades 16-17: Special Mention —16-178: REBE - - - - - - - -
- Grade 18: Substandard —18% : kK - - - - - - - -
- Grade 19: Doubtful ~19% : R - - - - - - - -
- Grade 20: Loss -20% : Ei - - - - - - - -
Total gross carrying amount FRSE 560 - - - - - 560 -
Impairment allowances HEERE - - - - - - - -
Carrying amount BEfE 560 - - - - - 560 -
2020
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRNANERN EETRIENER Total
12EAN BEEEEL JEBRERL LEBREERR g
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
g fEstHlE g fEstHlE g B8 g EHEE)
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AEBET  AMEEr  ABEEr  A%EEr  ABEEn  A%EEn  AMEEn  R%EER
Trade bills measured at amortised B &R AT BHE S
cost £+
~ Grades 1-15: Pass —1-158: &1 367 - - - - - 367 -
- Grades 16-17: Special Mention ~16-178: BEEE - - 5 - - = 5 =
- Grade 18: Substandard —18%% - R - - - - - - - -
~ Grade 19: Doubtful —198 : R - - - - - - - -
- Grade 20: Loss -0 : B - - - - - - - -
Total gross carrying amount FaLR 367 - 5 - - = 372 =
Impairment allowances HEERE B) = = = = = 0) =
Carmying amount BEE 364 - 5 - - - 369 -
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Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired

12-month ECL FEETRNANER EEFRNAHER Total

NEERZESEEE ZEHEERR ZEHEERX L]
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
¢ JEitHE ¢ JEitHE ¢ JEstAE i S
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
E8EET RBEERT AYEART RMEAR AMEAn  RMEER  RMEER  AMEER

RRBRM2ENE
URRATEEEH
Trade bills measured at FVOC| E558
- Grades 1-15; Pass —1-158% : 61 10212 - - - - - 10212 -
- Grade 18: Substandard —18% - 4R - - - - - - - -
Total carrying amount at fairvalue ~ REELE-RATER 10212 - - - - - 10212 -
Impairment allowances REEE @ - - - - - @ -
2020
Lifetime ECL Lifetime ECL
not credit-impaired creditimpaired

12-month ECL FEETRNANERN EETRNENER Total

NEARZEREEE LEBEERX LEBEERX g
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
%3 EEHE %3 S .53 JEHEIE) %3 et IS
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
A¥EET BBEET AMEEn BMEERT  B¥EER  BEEET  RBRET  BYEER

RERAB2ENE
NRRATEEEN
Trade bills measured at FVOC| 538

- Grades 1-15: Pass —1-158 : 41 11,05 - 361 - - - 11417 -
- Grade 18: Substandard —184: R - - - - 7 - 7 -
Total camying amount at fairvalue ~ BREEZE-RATEE 11,05 - 361 - 7 - 11,424 -
Impairment allowances REERE B3) = (1) = = = 4 =
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(a) Credit risk management (continued) (a) EERKRERE (&)
(vii) Credit quality analysis (continued) (Vi) EEB =S (B)
Credit quality of financial assets other than loans and advances (continued) BEHRBFI @ EEMSEE X
(%)

Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FERTRNENER FETRBEDER
NEARZRAEE R LRAEEERX LRARERX b

Accrued Accrued Accrued Accrued

Principal interest Principal interest Principal interest Principal interest
52 EHAR 52 ERAR 52 ERAR 58 AR

HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EWEEL A¥EEn AMEEn BMEER BWEER AWEER EWEEn RMEER

Placements with and advances to

banks ERINERRES
~ Grades 1-15: Pass —1-158 : 2R 74,183 10 - - - - 74,183 10
Total gross carrying amount FHELE 4183 10 - - - - 4183 10
Impairment allowances HERE (1) - - - - - (1) -
Carrying amount BEE 74,742 10 - - - - 74,742 10

2020
Lifetime ECL Lifetime ECL
not credit-impaired credit-mpaired
12-month ECL FEEARNANEAR [EEARIANER Totel
NEARZRHEERS LEHBEERR LREBESER a8
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest

18 festAle 1% festAlE 1% festAlE 1% HES
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AEEET ABEEn  BEEEn  AMEEn  A%EEr  B¥EEn  A%EEn  A¥EER

Placements with and advances to

banks ERTHNERRES
~ Grades 1-15: Pass —1-158 : 2R 66,352 1 - - - - 66,852 12
Total gross carying amount BHELE 66,852 12 - - - - 66,852 12
Impairment allowances TEERE B) = = = = = B) =

Carrying amount BEE 66,849 12 = = = = 66,849 12
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2021
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRH FETRH
2EARZ BHERZ SHERZ
BEHEERA AREERE AREERE
HK$ Mn HK$ Mn HK$ Mn
BYERR BEEERL BEEERL
Loan commitments ENEE
- Grades 1-15: Pass —1-154 : A% 261,879 2,999 - 264,878
~ Grades 16-17: Special Mention ~ —16-174% : EZR) - 31 - 31
~ Grade 18: Substandard —18% : KRR - - 1 1
Total am 261,879 3,030 1 264,910
Impairment allowances HEER (126) (17) - (143)
Financial guarantee contracts B ERAH
- Grades 1-15: Pass —1-158% : A1 21,433 2,393 - 23,826
- Grades 16-17: Special Mention ~ —16-174 : B 2% - - - -
— Grade 18: Substandard =184 R - - 320 320
Total Fak 21,433 2,393 320 24,146
Impairment allowances HEEE (7 (7 (17) (31)
2020
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRE FETRE
128ARZ BHEBRZ SHERZ Total
EHEERX EHEERK EHEERE Fot]
HKS Mn HK$ Mn HK$ Mn HK$ Mn
BEEET BEEET BEEET BEEET
Loan commitments ERAE
- Grades 1-15: Pass —1-154% : A% 187,734 7,621 - 195,355
— Grades 16-17: Special Mention ~ —16-17#4 : F 2% = 1,431 = 1,431
~ Grade 18: Substandard —18% : R - - 2 2
Total 2g 187,734 9,052 2 196,788
Impairment allowances REER (40) (16) ) (58)
Financial guarantee contracts BB EREH
- Grades 1-15: Pass —1-158 : A1 21,608 1,788 - 23,39
- Grades 16-17: Special Mention ~ —16-174% : F 2@ - 148 - 148
~ Grade 18: Substandard —18% : R - - 1 1
Total ot 21,608 1,936 1 23,545
Impairment allowances REER (12) %) = (14
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(a) Credit risk management (continued) (a) EERMER (&)
(vii) Credit quality analysis (continued) (Vi) EEB =S (B)

Credit quality of financial assets other than loans and advances (continued) BEHRBFI @ EEMSEE X
(&)

Credit risk of treasury transactions is managed in the same way as the Group BERGNEERRERT X - BARK

manages its corporate and bank lending risk and risk gradings are applied to the EEREMCERBITEENTE B

counterparties with individual counterparty limits set. [2\B 4% B2 i R R 3% A B Rl B F IR
HF -

At the end of the reporting period, the credit quality of investment in debt RBELERE - IRBRINBEE TR

securities analysed by designation of external credit assessment institution, # - BERERY  KERSROTR

Moody’s Investor Services, or equivalent, is as follows: W T BEBEFREANGEEE
ZOMMT

Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FERTRNENER FETRBEDER
NEARZRAEE R LRAEEERX LRARERX b

Accrued Accrued Accrued Accrued

Principal interest Principal interest Principal interest Principal interest
52 EHAR 52 ERAR 58 AR 52 EHAR

HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EWEEL A%EEn AMEEn BMEER EWEER AWEER RMEEn  RMEER

Debt investment securities FRRRRTENER

measured at amortised cost RERS
Aaa Aaa - - - - - - - -
Aal to Aa3 Aal EAa3 2,680 - - - - - 2,680 -
AltoA3 MEM 4363 80 - - - - 4,363 80
Baa! to Baa3 Baal £ Baa3 2,464 2 - - - - 2,464 2
Below Baa3 Baa3 bl F 1223 17 524 12 - - 1,747 29
Unrated T4 5433 61 - - - - 5433 61
Total gross carying amount FHELSE 16,163 179 524 12 - - 16,687 191
Impairment allowances HEER () (1) (44) (1) - - (141) @

Carrying amount BEE 16,066 178 480 11 - - 16,546 189
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2020
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEERRMENERA RETRMAHER Total
NEARZEREEEX LBBEEER LBBEEER a8
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
1% EitHlE ¥ fEstHlE ¥ JEstHE % JEstHE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HK$ Mn
AERET A%EEn  AEEET  A¥REn  A%EEn  BEEER  A%EEn  A¥EER
Debt investment securities REHAATRNER
measured at amortised cost RERS
Aaa Aaa = = = = = = = =
AaltoAa3 Aal £Aa3 3187 - - - - - 3,187 -
AltoA3 MEA3 3938 65 - - - - 3938 65
Baal to Baa3 Baal ZBaa3 2,036 16 - - - - 2,036 16
Below Baa3 Baa3bA T 1,193 24 - - - - 1,193 24
Unrated i 5436 50 - - - - 5436 50
Total gross camying amount FEBLE 15,790 155 = = = = 15,790 155
Impairment allowances HEEE (69) (1 = . = . (69) ()
Carrying amount A 15,721 154 - - - - 15,721 154
Debt investment securities REERTHENER
measured at amortised cost RERSIEARKE
classified as assets held forsale ~ fEHEEE
Aaa Aaa = = = = = = = =
Aal toAa3 Aal EAa3 11 - - - - - il -
ATt A3 MZEA 998 8 - = - - 998 8
Baal to Baa3 Baal ZBaa3 1,009 12 - - - - 1,009 12
Below Baa3 Baa3 b 31 1 - - - - 31 1
Unrated B4R 62 1 - - - - 6 1
Total gross carrying amount FHAELE 2111 2 - - - - 2111 2
Impairment allowances HEERE U] - - - - = U =
Carmying amount BEE 2,104 n - - - - 2,104 2
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43. PRINCIPAL RISK MANAGEMENT (conTiNueD) = 22 J& i B 32 ()

(a) EERABRERE ()
(vii) EEEEDH (B)
BEIRBZIN 2 HEEATEEE
(#)

(a) Credit risk management (continued)
(vii) Credit quality analysis (continued)
Credit quality of financial assets other than loans and advances (continued)

Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRNADAR FEFRNANER Total
NEARZEREEEX LEHEERL LEHEERL L
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
x¢  EHAE x¢ KA x¢  EAE & EAR
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EBEERT ABEER EMEAnT AMEER  AMEART  AMEAR  RMEER  RAMEER
ERREM2ENE
Debt investment securities NRMATERTEN
measured at FVOCI EBRERS
Aaa Aaa 1,261 9 - - - - 7,261 9
Aal toAa3 Aa1EA83 20,891 6 - - - - 20,891 6
Alto A3 MEA3 57,540 830 - - - - 57,540 830
Baal to Baa3 Baal 2Baa3 35,530 343 159 2 - - 35,689 345
Below Baa3 Baa3sh I 80 1 15 - - - 95 1
Unrated B 3336 36 - - - - 3,336 36
Total camying amount at fair vale ~ BEEBE-ZATER 124,638 1,225 174 2 - - 124812 1221
where impaiment allowances included 2 FE35i (E 245 (184) 0] ] - - - (186) )]
ERARM2ENE
Debt investment securities NRMATERTEN
measured at FVOC classified EBRERSHER
as assets held for sale KEFLERE
Aaa Aaa - - - - - - - -
Aal to Aa3 Aal £Aa3 19 - - - - - 19 -
Alto A3 MEA3 665 4 - - - - 665 4
Baa! o Baa3 Baal % Baa3 628 5 - - - - 628 5
Below Baa3 Baa3 /A T - - - - - - - -
Unrated TR 538 3 - - - - 538 3
Total camying amount at fairvalue ~~ BEEZE-RATEE 1,850 12 - - - - 1,850 12
where impairment allowances included £ 7E 5 (E£1E (1) - - - - - (1) -
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2020
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL HEETRAANSA REARNANER Total
12EAN BREERL LEHEERX LEHEERX &z
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
18 EHE Ae AR Ae AR A2 NS
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
ABEET #BEEn ABEEn A%REn  A%EEn  A%RER  A%EER  A%EER
REREM2ENE
Debt investment securities URRATEEEH
measured at FVOCI ERRERS
Aaa Aaa 8,415 9 - - - - 8,415 9
Aal to Aa3 Aal£A33 21,163 7 - - - - 21,163 7
Alto A3 AEA3 49,729 744 = = = = 49729 744
Baal to Baa3 Baal % Baa3 35,515 336 = = = = 35,515 336
Below Baa3 Baa3 A T 26 5 - - - - 26 5
Unrated B4 6,260 N - - - - 6,260 I
Total carrying amount at fairvalue ~ BEELE-RATER 121328 117 = = = = 121328 1,17
where impaiment allowances included &7 B4 (201) 2 = = = = (201) Q)
REREM2ENE
Debt investment securities URRAFEEEH
measured at FVOC classified ERRERZIEA
as assets held for sale KEkLELE
Aaa Aaa = = = = = = = =
Aal toAa3 Aal £Aa3 133 = = - = - 133 -
Alto A3 AEA3 9,187 60 - - - - 9,187 60
Baa! to Baa3 Baa' £ Baa3 9,416 89 = = = = 9416 89
Below Baa3 Baa3lA T 167 4 - - - - 167 4
Unrated & 156 2 29 - - - 185 2
Total camying amount at fair value ~ BEERE-RATEE 19,059 15 29 - - - 19,088 155
where impairment allowances induded B 5BE( 1) - - - - - ) =
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43. PRINCIPAL RISK MANAGEMENT (conTinueD) EE R B EE (@)

(a) Credit risk management (continued) (a) EERMER (&)
(vii) Credit quality analysis (continued) (Vi) EEB =S (B)
Credit quality of financial assets other than loans and advances (continued) BEHRBFI @ EEMSEE X
(&)
The following table sets out the credit analysis for non-trading financial assets TR RBBEZARRAFEET
measured at FVTPL. ENERICRMEENEEAN -

2021 2020
LGN LRELER B HKS Mn B¥ B ETT

Debt investment securities BRREES
Aaa Aaa - =
Aal to Aa3 Aal £ Aa3 - =
Al to A3 A1EA3 352 171
Baal to Baa3 Baal £ Baa3 3,887 4,279
Below Baa3 Baa3 A T~ - -
Unrated BT 126 121
Total carrying amount at fair value REBERE-KRATEE 4,365 4,571
Debt investment securities classified BERREZHFIER
as assets held for sale REELEEE

Aaa Aaa - -
Aal to Aa3 Aal £ Aa3 - -
Al to A3 A1ZA3 - 77
Baal to Baa3 Baal £ Baa3 26 976
Below Baa3 Baa3 LA T - 219
Unrated TR - -
Total carrying amount at fair value REBERE-RATER 26 1,272
The following table sets out the credit analysis for trading debt investment TREIERGRAREBREESFNE
securities. B -

2021 2020
Debt investment securities BREREES
Aaa Aaa - -
Aal to Aa3 Aal £ Aa3 - -
Al to A3 A1EA3 1,632 309
Baal to Baa3 Baal £ Baa3 - -
Below Baa3 Baa3IA T~ - =
Unrated TR - -

Total carrying amount at fair value REBERE-RATER 1,632 309
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The following table shows the credit quality of the counterparties to which there

B RS dR AR MY AR (48)

TEREIHTETEBERSRELY

were exposures arising from derivative asset transactions. HFEEEZANMT ©
2021 2020

HKS Mn B 55T EGISIVIREEER-
Derivative assets fTETAEE
Aal to Aa3 Aal £ Aa3 106 53
A1lto A3 A1 EA3 700 4,590
Baal to Baa3 Baal £ Baa3 920 1,259
Below Baa3 Baa3lA T~ - 264
Unrated T 1,655 1,893
Total carrying amount at fair value REELE-RATEE 3,381 8,059
Cash and balances with banks R & RIERITHIAS 7

At 31st December, 2021, the Group held cash and balances with banks of
HK$55,091 million (2020: HK$56,396 million), of which 98% (2020: 99%) of
cash and balances with banks counterparties that are rated at investment grade,
based on Moody’s Investor Services, or equivalent ratings.

R2021F12A8318 - AEBEFER
S RERITHAETRERS5091ET
(20204 : &% 563.96187T) - ER2
HIRERBRABE TR EPI8%
(20204 : 99% ) MR & R EIRITR B
HFNETIRRRETR -
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43. PRINCIPAL RISK MANAGEMENT (conTinueD) EE R B EE (@)

(a) Credit risk management (continued) (a) EERMER (&)
(viii) Details of key areas in measurement of ECLs (Vi) [FEEEEBR I hEREEZ EH

The Group adopts a forward-looking “expected credit loss” model for
measuring and recognising impairment loss to meet the requirement of HKFRS
©)

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 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.

The table below provides the 12-month Probability of default (“PD") range for
each credit risk grade of retail and non-retail portfolios. The table also provides
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.

AEBRM-EAFMEENTRAES
BRIBRAUGEMER(E BT BRE
Q) 5 95 B KA RME ©

(CERPBERELERDE IRKARERE
EREMRMYTFEEREHELHE 5
RBE - BRRERATHEFILZIE

- MEEREENEERREERY
AAYER BB ¢ K

- EARNBMENNEREEREE

b=}

I

[RHERRX]HENHEREARE
HAK(PD) - BEBKE(GD) ;&
[= B4 (EAD) °

=
B
=
=1

AEBDRUKHIUNEER —SREE
BB R R SR YA AR AR N
(FF S ITRE 2(h)(vii)) = b fh SR A 5% B
NEEERREERFDA °

1EFERFR
HRAEBAZEERAS  AKER
F-EEERRAEREENRRNTE
AMEE —EEERRFE - FRARR
ERERRAEZVARNEEMEER
ERER - BERFRIURREBAEDN
HEEE KA MR -

TRERTZEMIFTEREMAEGNET
EEARBRERN12EREERREE
CRRERHTAREITEFEEM
& MRS R R AR R B RS
BEMRFRNERESRE -

Internal Credit risk grade  Remarks on default risk 12-month PD range External Rating Benchmark

RBERARBER ENRBORE 1218 A PDEE SHERERERE

1-3 Minimal to Low risk /N £ £/ 0.0000% to % 0.0857% AAA O EA-

4-8 Moderate risk i /5 /& 2 0.0857% to = 0.4290% BBB+ to % BBB-

9-11 Substantial risk B & &K 0.4290% to = 1.6500% BB+ to & BB-

12-15 High risk = .k 1.6500% t0 Z 8.3531% B+ to 2 B-

16-17 Very High risk 1 = & k& 8.3531% t0 £ 100% CCC+to&C

18-20 Default 47 100% D
For the remaining portfolios without credit risk grade assignment, references of peer HRATREERRARERSENEER
bank PD estimates of similar portfolios and the long-run average default rate of the & RAERBEUGEEASNRATRTES
portfolios are used. FARGBHNBENEEEENRBTEE

BHRE -
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Generating the term structure of PD EEARER R EE

Credit risk grades are a primary input into the determination of the term EREREATHETEREINENHR
structure of PD for exposures. The Group also collects historical performance HEENEZHA c AEETEIREEE
and default information about portfolios of credit risk exposures analysed by HEEREKESBONHNEERBRE
jurisdiction or region and by type of product and borrower as well as by credit o UREMEERANEFIAREER
risk grading. For some portfolios with no internal data available, information BARHNELRRIENER - HR—
from external data sources is used. In particular, LR B NEHBIEHIREEE - BINEE

BROEESRER < FHIZ -

Portfolio 8 & External data sources /M EP &3 R

Debt exposures f& 75 /& b & HE Moody’s: Annual default study corporate default and recovery rates
Bank exposures 877 @[ 7 & B FEENMRCARNBHEMRER
Sovereign exposures 3 &% [E| b A 1 Moody's: Sovereign default and recovery rates

B FREBNHENEMIREER
The Group deploys statistical models to analyse the data collected and generate AN BB AT R ST P U SR A0 R
estimates of PD of exposures expected to change as a result of the passage B WE SR E RS e
of time. The estimation of PD term structure makes use of the annual credit {EHEES AN A E - EFEARA
risk grade transition for the portfolios with credit risk grade assignment. For RERHENMES  HMFBERRR
the portfolios without credit risk grade assignment and no credit risk grade EROFEER AL ENEERAE
transition information available, the PD term structure estimation is referenced HRAEE - HNREAERARBRERSE
to forecasts of economic index relevant to the portfolio. B & SR A AT B E A RR SRS %R

FR BEIRTPREBGE2ET
SR A MR R E IR ERA -

LGD is the magnitude of the likely loss if there is a default. For the retail and WMRGFEEN  BEBAERAREERL
corporate portfolio with sufficient historical loss and recovery data, the collateral MIEE - W AE RHAE LB RMIRIE
recovery rates and the LGD estimates can be derived. For portfolios with HENZEMRAREES - ATAHES
insufficient historical loss and recovery data, either reference to peer bank LGD R R IR RME BB R RMGEE -
estimates of the similar portfolios or external data source are used for deriving HRNELBRAMRESETENAES -
the LGD estimates. ALAMEARTTIRITRUEENEERE
REFHESIMNDEBRREGEETRK
RihEHE -
For portfolio with individual assessment of credit risk mitigation measures, HREBBFEERRRERERNA
collateral values are projected for different economic scenarios so as to reflect & BATREEESRNERRER"
the LGD estimates under different economic scenarios. For other portfolios, AR RGBT THROBREM
different scenario portfolio LGDs are derived by benchmarking to corresponding e WRNHEMAS - TRBERESER
LGDs within a long period of historical LGDs. BARBBRERHFE L BEEHEENE

BERARETEENRAMSHE -

EAD represents the expected exposure in the event of a default. The EAD of a EBHERERAERTEERORNIELHR
financial asset is its gross carrying amount at the time of default. For lending e tRMEEMNETERBAEZLEDN
commitments or undrawn limit of retail revolving products, the EAD is the BHARASE HRERERANTE
potential future amounts that may be drawn under the contract. For financial ESEEmEARIRIRE - E B R RARE
guarantees, the EAD represents the amount of the guaranteed exposure when AR S AR R IEE S
the financial guarantee becomes payable. The EAD estimates are adopted using HRMBER - 85 RAREERRTHS
the parameters suggested by BASEL or statistical model based on historical data. ERIGSHERAR SR - EHERR

EEA R A BASELZE N 2 B AR
RS2 BURRO o AT AR EY -
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(a) FERBRER (8)
(vii) (RS EERA EH T EB 2 @it

(a) Credit risk management (continued)
(viii) Details of key areas in measurement of ECLs (continued)

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.

As a backstop, and as required by HKFRS 9, the Group presumptively considers
that a significant increase in credit risk occurs no later than when an asset
is more than 30 days past due. Also, being Special-mention under HKMA
classification is also an indicator of significant increase in credit risk.

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 an 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.

(#8)

B A JE9 1= B R
ERERBAESHEREEIEELRAR
REAMMERFALRETRANERR
BT - ECE B B|RELRDFE IR
T KERR-—EEENEERRES
PRENEEFEBLEZAE

- REBEHNEERRTR M

— RAEERNEERRTAR

ME-BENRITEERRIRERA
SEVIRAER AT REE THEB— (@
EEHENRS  AEERZEENRE
ERBERARIEN - TRANEEAS
EATRNAFIBEEREERE I
B RIE RTRREARIZRE -

E(EBUMBREEADEIRT @ 1ER
—EERFRE  AREEREX-E8H
B30 HNEEAREERRC EARE
e dtsh - EEERERD EHIE TR
REEWIERORAGERRBEIL
hne

AEBEZIREERREMNEER
BN - BB T R ET ARER -

- GERERERBATEEQRER
ERRRBRIZM

- BRBRAE—RTERI12EARNZE
HEERXEEERTRER R

- TEHEBRERBREARBRAELE
AE12EARZERERELNS
HEBRZ RRERRAPOEER
HER T U EERE

BAIEEE A FIG ERIE ERX
RAEBRBELSBRHRBEERETR
EBERRRZBEEETHN - BE
TEEREEAANRERERRRNE

AEEHELEANEES  NTHRIR
EEEERER TR - PIINBE AL ER
B REX FEHEEBREH XK
FERAMESHNEMGHERR -
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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 and 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.

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.

B RS dR AR MY AR (48)

HREERKRERS  AIEEESTHEH
REEF A ANEEESANEOR
R FEARRE D AR E R
SRR - FREOBEI - HENEE
KEEESANERERREENGE
R E e EIRMERRRK -
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43. PRINCIPAL RISK MANAGEMENT (conTinuep) £ E & B EE (#)

(a) FERBRER (8)
(vii) (RS EERA EH T EB 2 @it

(a) Credit risk management (continued)
(viii) Details of key areas in measurement of ECLs (continued)

Baseline Scenario — Hong Kong

Exports remained the main driver of Hong Kong's economic recovery in 2021.
Meanwhile, with the epidemic situation generally under control, the general
business environment is improving, and the unemployment rate continued to
trend lower.

Looking forward, we estimate that real GDP will remain resilient and grow
at 3.2% in 2022. Meanwhile, inflation is expected to edge higher at 1.9%,
while the unemployment rate is expected to stay at around the present level
throughout 2022, especially with the threat of a new Covid-19 variant and with
the border remaining closed.

However, the COVID-19 pandemic casts a shadow on the global economic
recovery. Meanwhile, supply bottlenecks, soaring shipping costs, and an energy
shortage continue to linger and add to the downside risks to economic recovery.
The slowing growth of Mainland China is also exerting a downward pressure on
Hong Kong's exports market.

On the other hand, while equity markets underperformed, the property market
showed resilience. Although the US Federal Reserve hinted at several interest
rate hikes in 2022, with abundant liquidity in Hong Kong, the HIBOR is not
expected to closely follow the movements of the LIBOR, nor is an increase in the
prime rate likely next year. Together with the chronic shortage of land supply,
residential property prices shall remain resilient in the foreseeable future.

Baseline Scenario — Mainland China

China’s trade continued to register stellar growth, while the domestic front
fared less satisfactorily than the external front, against the backdrop of a
property market downturn.

Looking ahead, on the external front, the growth of exports shall continue
to be robust, but the magnitude is expected to be smaller owing to a higher
base of comparison in 2021. On the other hand, domestic consumption will
be restrained by sporadic COVID-19 outbreaks, and negative wealth effect
stemming from an underperforming property market. For the housing market,
prices started to head downward since September 2021, succumbing to intense
regulatory pressure. Market downturn is expected to linger in the coming
months.

The Chinese government sets “stability” as top economic priority in 2022. It is
expected to have more fiscal and monetary policies in the pipeline. Overall, we
expect China’s economy to grow at 5.3% in 2022, while inflation is forecast to
pick up with 2.2% yearly growth.

(#8)
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Forecast of Key Macroeconomic Indicators (3 years average (2022-2024)) FTELTHEBEEEZEEN (3FFY
(2022-2024))

Scenario Macroeconomic Indicator Hong Kong
(E= LERBEER Bk
Optimistic GDP (YoY growth) 5.5% 6.9%
LEER BRNEELEER
Property Price Index (Compounded annual growth rate) 5.7% 3.9%
FHEEKRIER BAFHRERE)
Unemployment Rate 2.5% 3.6%
KRgEE
3-month Interest Rate 1.3% 3.7%
31E A EAA =
Baseline Real GDP (YoY growth) 3.0% 52%
BEER BREERAEER
Property Price Index (Compounded annual growth rate) 1.8% 1.7%
FHEERIER BAFHREER)
Unemployment Rate 3.9% 3.8%
KEX
3-month Interest Rate 1.0% 2.6%
3 & A AR =
Pessimistic GDP (YoY growth) -0.2% 3.2%
rEER ERAEBERE
Property Price Index (Compounded annual growth rate) -7.0% -4.4%
FMEBREH (B FHRERE)
Unemployment Rate 6.6% 4.0%
IS
3-month Interest Rate 0.2% 1.8%

318 A #A =
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43. PRINCIPAL RISK MANAGEMENT (conTiNueD) = 22 J& i B 32 ()

(a) FERBEE (&)
(ix) BEEHL R

TRIRIZEE T ERRERE D HRE
EEEO YR EIRERNEIR - R
YR ITDAR L BRERERERT A
HE12A31BEHERZEENMR
BHEERATRRER 2 HOEERE
RERERERAEREZEM S BHER
FRERMEERAELREMBRNE
HEERABRAT -

(a) Credit risk management (continued)
(ix) Impairment allowances reconciliation

The following tables show reconciliations from the opening to the closing
balance of the impairment allowance by type 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.

AR 12EANZBHERERL 408
NZBAREEREAREETRNERR
B2 -

Explanations of 12-month ECL, lifetime ECL and credit-impaired are included in
Note 2.

2021
Lifetime ECL
not credit-impaired
FEETRH
BHBRZ
RAEERX

Lifetime ECL

credit-impaired

FERRHN
BRHRZ Total
RUEERX am

12-month ECL

12EARZ
AlEERL
HKS Mn B EET HKSMn B¥EET HKSMnB¥EET HKSMn BEEETR

Loans and advances to customers % F &5 R B

Balance at st January WA AR 849 1,041 3,025 4,915
Transfer to 12-month ECL BENEARNBHEERL 150 (150) - -
Transfer to lifetime ECL not HEFEETRNENERNZ
credit-impaired BHEERX (19 24 (5) -
Transfer to lifetime ECL BZEETRNEHEN
credit-impaired EREERX (10) @371) 381 -
New financial assets originated or ~ JRESBAZHEBEE «
purchased, assets derecognised,  HBEBEREE  EF R
repayments and further lending ~ #—FE % @ 46 (74) (32
Write-offs k! - - (2,397) (2,397)
Net remeasurement of impairment
allowances (including exchange  JREXENEI 2 FHE
adjustments) (BAEINERE) (296) (62) 2301 1,943
Balance at 31st December 12 A31 B 670 528 3,231 4,429
Of which: He:
For loans and advances to
customers at amortised cost FERBHRANEPEFRR
(Note 28(a) B (W2802) 667 521 3177 4371
For related accrued interest SRS FIS
receivable (Vote 34) (Biit34) 3 1 54 58
670 528 3,231 4,429
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B RS dR AR MY AR (48)

2020
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRE EETRH
128ANZ alE#R Rk ap Total
RHEEEX BEREERE BEHEERX ot

HKSMn BB EET HKSMnABEET HKOMnBEBEET HKSMnBERET

Loans and advances to customers ZF &5 K &R

Balance at 1st January N1 A1 A& 502 518 2,784 3,804
Transfer to 12-month ECL BEENEARNZESREERL 23 23) = =
Transfer to lifetime ECL not BEERETRNENHNL
credit-impaired EHEERX 8) 12 (4) =
Transfer to lifetime ECL EREETRMENHNL
credit-impaired BHEEEX (5) (68) 73 =
New financial assets originated or ~ BAFBEAZHEBEE
purchased, assets derecognised, HHERREE  BHR
repayments and further lending E-—FER 324 344 364 1,032
Write-offs i - - 4,172) 4172)
Net remeasurement of impairment
allowances (including exchange B R R EFE 2F5E
adjustments) (BIEINERE) 13 258 3,980 4251
Balance at 31st December 12 A31 B& S 849 1,041 3,025 4,915
Of which: Hep:
For loans and advances to customers  SEEZZ AR AR R P B R #%
at amortised cost (Note 28(a)) (Hii#280) 845 1,038 2,976 4,859
For related accrued interest SARB Y ER RIS
receivable (Note 34) (Wit 34) 4 3 49 56
849 1,041 3,025 4915

The total contractual amounts of loans and advances to customers that were
written off during the year ended 31st December, 2021 and 2020 and are still
subject to enforcement activity are HK$2,397 million and HK$2,032 million
respectively.

FEEE20214 %2020 12 8318 1k
FEACHENEFERRBRNAH
HRERDEETEINERD B REE
23.97 8T ME#E 20.32187T -
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B mARMEE (F)

43. PRINCIPAL RISK MANAGEMENT (conTiNueD) = 22 J& i B 32 ()

(a) Credit risk management (continued)
(ix) Impairment allowances reconciliation (continued)

(a) FERBRERE (&)
(ix) JRfEEE YR ()

2021
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRM FETRMN
128 A2 RRERZ BHERZ Total
AHEER% BAHEER% BHEERX ag
HKSMn B EET HKSMn A% EET HKSMnB¥EET HKSMn BEEER
Debt investment securities ERRERS
Balance at 1st January WA AR 273 - - 273
Transfer to 12-month ECL EZNEANZBREEERL - - - -
Transfer to lifetime ECL not BEEREIRNEHANL
credit-impaired BHEERX (6) 6 - -
Transfer to lifetime ECL BZEETRNEHEN
credit-impaired EREERX - - - -
New financial assets originated or ~ JRESBAZHEHEE
purchased, assets derecognised,  HIBEEREE R R
repayments and further investment ~ #— 4% & 27 26 - 4]
Write-offs HisH - - - -
Net remeasurement of impairment
allowances (including exchange  REXENEIH2FE
adjustments) (BAEINERE) 51 15 - 66
Transfer to assets held for sale BEBAELEAE 7 - - U]
Balance at 31st December 12 A31 B&&E# 284 47 - 331
Of which: He:
For debt investment securities IREHER AT ENEBRE
measured at amortised cost #3 97 a4 - 141
For related accrued interest FIBERKE RIS
receivable (Note 34) (Hi7t34) 1 1 - 2
98 45 - 143
For debt investment securities FERBE M2 AR RS
measured at FVOC| R EEFENEBRERS 184 2 - 186
For related accrued interest
receivable FREERE RIS 2 - - 2
186 2 - 188
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2020
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRM FEARM
128ARZ BHHBAL BHERZ Total
BHEERX BHEEEX BHEEEX Fak
HKSMn AREET HKSMnAREET HMnAREET HSMnAREET
Debt investment securities BERRERS
Balance at st January W1 A1 BRI 359 4 - 363
Transfer to 12-month ECL BENEARNZEBEERX - = = =
Transfer to lifetime ECL not BEERETRNENHNL
credit-impaired RHEEEX = = = -
Transfer to lifetime ECL EREETRMENHNL
credit-impaired BHEEEX = = - -
New financial assets originated or ~ BAFBEAZHEBEE
purchased, assets derecognised, HHERREE  BHR
repayments and further investment i — 1% & 12 () - 8
Write-offs ific! = - - _
Net remeasurement of impairment
allowances (including exchange B R R ERE 2F5E
adjustments) (BIEINERE) (19) - = (19
Transfer to assets held for sale ERBAELERE (79 = = (79
Balance at 31st December W12 A31 BiE e 273 - - 273
Of which: Her
For debt investment securities FIRBEK AT ENERRE
measured at amortised cost EF 69 - - 69
For related accrued interest SRR ST S
receivable (Note 34) (Bit34) 1 = = 1
70 - - 70
For debt investment securities BB M2 AR
measured at FVOC| ATBREFENEBREES 201 - - 201
For related accrued interest
receivable SRR UER RIS 2 = = 2
203 - - 203

The impairment allowances of debt investment securities measured at FVOCI
are not separately recognised in the statement of financial position because
they have been adjusted to the carrying amounts of debt investment securities
measured at FVOCI being their fair values.

RRBHMEERE A RR DT EE
ENERE AR E L TR R
RRAFER - RIZEBEM2EUK A
RRAFEEFENEBRERZFHK
EEZENFEE-
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43. PRINCIPAL RISK MANAGEMENT (conTiNueD) = 22 J& i B 32 ()

(a) FERBRERE (&)
(ix) JRfEEE YR ()

(a) Credit risk management (continued)
(ix) Impairment allowances reconciliation (continued)

2021

Lifetime ECL Lifetime ECL

not credit-impaired credit-impaired

12-month ECL FEETRM FETRM

REARZ BNERZ BRERZ

AREERX AHEERX RUEERX

HKSMn B EET HKSMnB¥EET HKSMn A% EER

Others Hit

Balance at 1st January i WANEE T 89 19 121 229

Transfer to 12-month ECL BENEARNZEBEERL 2 @ - -
Transfer to lifetime ECL not BEEEETRNANERNZ
credit-impaired BHEERX - - - -
Transfer to lifetime ECL BEEETRNANHNZ
credit-impaired EREERX - - - -
New financial assets originated or
purchased, assets derecognised ~ REREAZFEBERE -
and repayments RHEEREEREN (14) 1 ] (14)
Write-offs gl - - (124) (124)
Net remeasurement of impairment 3
allowances (including exchange  B{ERENEH T2 EFE
adjustments) (BENERE) 66 6 89 161
Balance at 31st December W12 A31 B 143 24 85 252
Of which: Hep:
RRBBEM 2 AMEN R
For trade bills measured at FVOC| ATEENENESER 2 - - 2
For related accrued interest
receivable SRR RS - - - -
2 - - 2
For trade bills measured at amortised B IZ# ERK A ENE HEE
cost (Note 26) (Hi##26) - - - -
For related accrued interest
receivable SRR ERT R B - - - -
For placements with and advances to  SL7ESR{TRITZ R 250
banks (\ote 25) (Hiz£25) 1 - - 1
For related accrued interest
receivable SARTEM R RIS - - - -
1 - - 1
For cash and balances with banks B8 4 RER{THEZ
(Note 24) (Kiit24) 3 - - 3
For related accrued interest
receivable SRR BRI S - - - -
3 - - 3
For loan commitments and financial 3t ESAER B BERE L
quarantee contracts (Vote 37) (H17£37) 133 24 17 174
For account receivables and other 5t EURER TN K E b 8RB
accounts other than accrued (FEMCrERt R 2 BRAN)
interest receivable (Note 34) (Hi5#34) 4 - 68 72
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2020
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRE FEARMN
REARZ AHEBAZ CLalilapd Total
BHEERE BHEERE BHEEEX g
HKSMn BB EET HKSMnBEEET HKOMnBEEET HKSMnBYEET
Others Hitr
Balance at 1st January N1 A1 BRES 115 32 112 259
Transfer to 12-month ECL BENEARNZEBEERK 2 2) = =
Transfer to lifetime ECL not BREEETRNANERL
credit-impaired BHEEEX (1) 1 - -
Transfer to lifetime ECL BEEETRANANEAZ
credit-impaired BHEERX - - = =
New financial assets originated or )
purchased, assets derecognised ~ FARBAZHEBEE -
and repayments HiEREREERER 23) (10) 4 (29)
Write-offs WisH - = (4) (4)
Net remeasurement of impairment
allowances (incuding exchange  BEEERNE T 2F5E
adjustments) (BIEIMNERE) (4) ) 9 3
Balance at 31st December 12 A31 B 89 19 121 229
Of which: Hep:
RRRAEM2ANE RS
For trade bills measured at FVOC| ATEEENESHER 3 1 - 4
For related accrued interest
receivable SRR R F S - = = =
3 1 - 4
For trade bills measured at amortised FLIRZEK A ENE HEE
cost (Note 26) (Hiz#26) 3 - - 3
For related accrued interest ‘
receivable SRR 2 - - - -
3 - - 3
For placements with and advances to  SE7ESR4TRI7 5 R E4 K
banks (Note 25) (Bi£25) 3 = = 3
For related accrued interest
receivable SRR A RS - - = =
3 - - 3
For cash and balances with banks SR & RIERTTHETF
(Note 24) (Hiit24) 19 - - 19
For related accrued interest ‘
receivable SRR AR 2 - - - -
19 - - 19
For loan commitments and financial 3t & SR EAB BERA S
quarantee contracts (Note 37) (Bi:£37) 52 18 2 72
For account receivables and other ~ FLREMER F R E 8RR
accounts other than accrued (et B BR M)
interest receivable (Note 34) (Hiit34) 9 = 119 128

REBHMEERE A RR AT EER
ENESRIBHRMELEEIL M B
RRAER - RIBEBEM2EKEIA
RRAFEEFENESHZENREE
EEAFEE-

The impairment allowances of trade bills measured at FVOCI are not recognised
in the statement of financial position because the carrying amount of trade bills
measured at FVOCI is their fair value.
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43. PRINCIPAL RISK MANAGEMENT (conTinuep) £ E & B EE (#)

(a) FERBER (4)
() IR R EREA

(a) Credit risk management (continued)
(x) 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 loans and advances to banks, except when
securities are held as part of sale and 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 gross
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.

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 45), 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.

AEEC BT EZ T REREA RN
ol YEEHRMGBESE - AKEE
EMe R eS| RIERRHE2E - AR
REERREZHKK

FEBEFPEFRRBHINEMREER
FREEHRAMRHERME - &
BRIBREEEME (UERBTX) -
Hipsk  HMBTHAEE ReF
F BREAERER BKEERMED
BRESERTDNEMRI - FERT
METRER  URBRITERRBR—
BAFZEMNR - AREBREEFT RS
R ARERBBEERFRETA
B LA EKEERR - ZE KD
BERPBRRRF ATEMEE]FIR
(FRE 2(1)) ~ M HE B & E PS8 YRR
B ERRREERS - AgERARE
SEEERABERFRENSENE
RKFRE TFERA °

FEREFRERRBREREEMNEKR
o RBERTAEZEERE - RIA—&
FeRAEFEMNEERERS LA
FRTAIN EHFES  ErRkEMRR
SR -REBEEMN - R FER
BRI RERS 2 AR R T A A RSN AR
BITANAFEESRBR -

ISDARME AN AREERENERS
XHHMBEAH  EPRESHER
MEARMERZT  AKBEAET—F
FIRPSINERR RS - NEF—T732
HWEBEEHBELBENR SN R
BANHRZEZENFEAEQORE
WABRBEITR S - ARBE TG EERR]
ISDARIER WM RIR - HX 58 F AT
EEMA - Bt ERRAIRETNTZ
MR AREHRERBOBRTH
NED SRR ZHEFEAR -

SR A PSR IO R 2 (B
B45) MAKBYHEFOERERE
B ARREREEEREEEE
Fit - AEMAEEAEERRE RS
BT S - SRR A A RUA K
£ AEBERTESREIRAEGE
RIFERBRERTEN -
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(b) Market risk management

Market risk is the risk arising from adverse movements in market rates and prices
such as interest rates, foreign exchange rates, equity prices, debt security prices
and commaodity prices, which result in potential 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. Market 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 activities relating to market risk. The Internal
Audit Division performs periodic reviews to ensure that the market risk management
functions are performed effectively.

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 derivative
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.

In this connection, the key types of market risk that must be managed are:

(i) Currency risk
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 and 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.

B RS dR AR MY AR (48)

(b) AR ER

IR TS ER - Pl E -

REMEL - EHEHERRESER QTR
BHMEHAEEERE H BB AGER -
TIEARERE ERSTIBERN R BE
S A5 A IR -

AERBEERREQAAREMAEALE
e ﬁﬁ@ﬁﬁ'ﬂ%lﬁi  IREE E Mt AR
T N TE AR M R RS SR B - B R
HEBEMNESTERRESENEERREE
BREeHENREREETRATEEE - A
SERREERETHNEEAGBEEN &
AEREmERRAMLTE - ERESE
TEHRSE - AERTIZEREIEREESFE
BRIIT

FERTAETAETEER S RATFPHEN
AETANRERBRERER AAKEHEF
—HEEEK - METATRAUEEREE
FAZNTZER  EAREEEERRE
BH 8o AEEMRANTETAEE
RAE - SNEMBMAEALD - BIRHIK
BARZHITETER - REBEARMBAITE
TARBRBAIAETEFPER  URAKEM
Hth X IR B faETEH -

EHFE  AEESATENEIETSER
BiE -

iy E¥ER
AEEMINERRRANMNEES (B1F
PTETH) - BERITEBMER M
FE R o 7 5k B MY SR A AR I S E L2 DA
FTEERIE  EFURTRARER
T MBINERRNEREESEERE
ERRERZE M ENRER -

BEEMEIESEIBZRANAEED
17 MR BB E R BHINERE -
HERWENSBIER BT BARE
ARG EERBRER - LFEHEESN
BRAENTIERN RETREXES
MEAREEAT R RELMN DK
BRI E - REBEE N KA
EMEERNR-E¥ENRE R
FEMRBKF
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43. PRINCIPAL RISK MANAGEMENT (conTinuep) £ E & EE @)

(b) Market risk management (continued) (b) HiZ E B ()

(i) Currency risk (continued)
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:

2021
MYR

B
HKS$ Mn
BEEERT

Net structural position B R FE 17,014 2,335

() B%ERR(E)
MNBEMERD - AREOATEEMNE
FRFBETEREBIEIINEFIHR AR
10% :

2020
RMB MYR usD
ARE B EI

HK$ Mn HK$ Mn HK$ Mn
B¥pEr A¥AET AB¥%aEn

(12,983) 16,503 2,376 (12,883)

(i) Interest rate risk in trading book

The Group’s trading interest rate positions arise from treasury and dynamic
hedging of retail and commercial banking activities. 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
instruments used 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 43(e).

(iii

=

Equity risk

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.

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 exposures 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.

(i) 22 5 B M &0 A1 2 @B
FEENRHEEHOFEFE KR
EREERITEBNEREE I - FIEE
BEAEEESTEREESFENEE
BEEEZESHANRBEHEETH
HEE - BEFEARNITABENR
BHMEMITETR - RERAEER
TRMBHFEANMXRERT S - F2HMW
#£43(e) °

B Bz
AEENROFHRRARNEERER
BB RE - RO R MIRE IR
By REZEQLBEAMBEEZ
BEbfEnRESEETAREER -

(iii

=

TS RREFIRERE TRBERARS SR
EBNERTE - EFIRUROEGIRE
VEREAEAEEEZE SR AR
R - BERBESEEER DHRETSH
BRERE W ARABERBELTRRF -

Elhm BEABEEZERARRER
5 EE TR bR B S BT E A MV AR B T 35 R
B - BEGRE TS B BTN A SR B Y R R R
BEXN - AEEGEFEERBAERBR
VARELR P HE LB B TR BE SE O R IR 2R A

AEBEERRRERSLCHAEIZEENH
BEE - BRERS S MG AXRE
ERBZRE-BBRAFEGF TENER
T BEI5 8 R RER S IX B 5] B8
AHTHEEERR -
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AEBBBELBEAFEARERSES
MERE  EENELERATEENSRE
SR BERHERMASETENGENR
HERE - ZEEERE1RFAH - 99%
BEKFURBEMFESREET ST

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.

EHRGETE  AARMDES RIE ETR
7 (B EmES ) MATEESHAE
EREFIZBEEER I ETEFRIERS
FHRORBRBFERBEERE -  ATEEE
position, and are managed through delegated limits. The limits are subject to regular RTHROHENERETEAN - EEBEE
review by the Asset and Liability Management Committee. BLZERATHRIZRE -

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

Value-at-risk statistics [\ B&: (B £ 51

2021
At 31st December Maximum Minimum Mean

M12A318 BE R ¥
HKS Mn B EET HKSMn BBEET HKSMnEMEET HKSMn BYEER

VaR for total trading activities

VaR for foreign exchange trading

REEHNERELE 28 36 26 31

positions* NER SRR RRE* 10 13 5 9
VaR for interest rate trading positions ~~ FIZZ HHANERE 2 4 - 1
VaR for equity trading positions RRHHENERE 19 26 18 2

2020
At 31st December Maximum Minimum Mean
R12A31H R® &I 1
HKSMn BB EET HKSMnBBEET HKSMnBEEET HKSMhAREESR
VaR for total trading activities RpEDHERERRE 30 37 23 30
VaR for foreign exchange trading

positions* NER SRR HNRRE* 6 12 4 6
VaR for interest rate trading positons ~~ FIZZ ZHAMNERE 1 4 1 1
VaR for equity trading positions RARSHEHERE 24 27 18 24

* Including all foreign exchange positions but excluding structural foreign exchange

positions.

* GRAEINEFFEET BIESEILINERE -
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(b) Market risk management (continued)

Value-at-risk statistics (continued)

(b) ™ 45 by & = (40)
BB B ()

2021

At 31st December Maximum Minimum Mean

R12A31H B& & ¥4

HKS Mn B EET HKSMn B¥EET HKSMnB¥EET HKSMn BEEETR

Stressed VaR for total trading activities R ZEBN T EERELHE 57 74 52 64
2020

At 31st December Maximum Minimum Mean

#12A31H 1) (& T4

HKSMn BB EEL HKSMn BBEET HMhEEEET HKMnBEEET

Stressed VaR for total trading activities X FEBNTERRERE 63 92 53 65

(9]

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.

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 assists the
Management in managing the Group’s operational risk, including the establishment
and review of the operational risk management policy and framework, designing
the operational risk management tools and reporting mechanism, assessing,
monitoring and reporting the overall operational risk position to the Management
and Risk Management Committee. All the heads of business units and support units
of the Group are responsible for the day-to-day operational risk management of
their units.

The Group has put in place an effective internal control process which requires
the establishment of policies and control procedures for all the key activities. The
Group adheres to the fundamental principle of proper segregation of duties and
authorisation. The Group adopts various operational risk management tools and
methodologies such as key risk indicators, self-assessment, operational risk events
reporting and review to identify, assess, monitor and control the risks inherent
in business activities and products, as well as purchase of insurance to mitigate
unforeseeable operational risks. Business continuity plans are established to support
business operations in the event of an emergency or disaster.

(9]
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(d) 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.

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.

B RS dR AR MY AR (48)
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(d) 7 B 14 L B o 22 (40)

(d) Liquidity risk management (continued)

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 other borrowings 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. 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 regular cash flow analysis and projections
through the use of the Bank’s management information system so as to facilitate the
identification of funding needs arising from on and off-balance sheet items over a
set of time horizons.

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 plan 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.
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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 plan 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.

B RS dR AR MY AR (48)
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(d) RE MRS EE (4)
EEREBBEOFIBBRDN

(d) Liquidity risk management (continued)
Analysis of assets and liabilities by remaining maturity:

2021
3 months 1year 5 years
or less or less or less
Repayable Within ~ butover ~ hbutover  butover Over  Undated
on demand 1month 1month 3 months 1year 5years  oroverdue
1ARE  3EAAL  1FALE EEHAM
PEEx  1EAR  E3MiA E1E B5E  SENE L]
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
E¥AER ABEEn RWEEn RMEEn BMEER EWAEER EWEER
Assets gE
Cash and balances with banks ReRERTNER 43,103 - - - - - 11,985 55,088
Placements with and advances to banks ERONETIRER - 73,103 1,639 - - - - 74,74
Trade bills 2558 - 2,59 5,553 2,623 - - - 10772
Trading assets REREEE - 12 - - 144 86 851 2483
Derlvative assets fTETARE - - - - - - 3381 3,381
Loans and advances to customers EPEHRER 2,507 69,226 31993 119963 198315 120417 2016 544437
Investment securities REE% - 5123 3,468 29833 66,365 40,975 1,743 147,507
Investments in associates and joint ventres BERNARAERERE - - - - - - 8,047 8,947
Fired assets EEdE - - - - - - 13,844 13,844
Goodwill and intangible assets HERENAE - - - - - - 1,885 1,885
Deferred tax assets BENEEE - - - - - - 1,861 1,861
Qther assets HEE 49 5380 6,710 20,765 1,152 1,216 1251 42,523
Total assets BELE 45,659 155,550 49,363 173,184 267,256 162,694 53,764 907,470
Liabilities &
Deposits and balances of banks RONEHRER 5237 7986 8,540 10,003 - - - 31,766
Deposits from customers BREH 71,11 95,546 164,176 86,374 9,698 - - 633,505
~Demand deposits and current accounts -EBERRARER 79,657 - - - - - - 79,657
- Savings deposits -RERH 196,662 - - - - - - 196,662
~Time, call and notice deposits -EBRBRER 1392 95506 164,176 86,374 9,698 - - 357,18
Trading liabities RARRAE - - - - - - 5 5
Derivative iabilties ETRGE - - - - - - 5,050 5,050
Certificates of deposit ssued BRTRHE - 7,565 11,652 35,600 9,510 - - 64,327
Current taxation RERE - - - 958 - - - 958
Debt securites ssued BEAERES - - 3,058 24 2,555 - - 5,847
Deferred tax liabilties ERXfiBeG - - - - - - 559 559
Other liabiles EfbRE 1,007 350 7,139 20,929 1,490 2,039 6769 42915
- Lease liabilities -HEBE 1 29 49 183 434 188 - 884
- Other accounts -E5R 1,006 3513 7,090 20,746 1,056 1,851 6,769 42,031
Loan capital FEER - - - - 6,488 - - 6,488
Total liabilities BEEE 283,955 114,639 194,565 154,098 29,741 2,039 12,383 791,420
Net gap FEE (238,296) 40,911 (145,202) 19,086 237,515 160,655
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2020
3 months 1 year 5 years
or less or less or less
Repayable Within but over but over but over Over Undated
on demand 1 month Tmonth  3months 1 year Syears  oroverdue Total
1EANE  3EAME  1ERE ETRAE
IEgER AR E3EA E1E EYE SENE k] &%
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
ABEET ABEEn AYBEEn AYEEn BWEEn B¥ARER B¥AER A¥EER
Assets BE
Cash and balances with banks ReREFNER 4,10 20 m 541 = = 12,841 56,377
Placements with and advances to banks ERANEHRER - 64,378 1219 125 - - - 66,849
Trade bills 8558 1 3,250 6,225 2317 - - - 11,793
Trading assets REREEE - 178 - - % 3% 881 1,190
Derivative assets fETEEE - - - - - - 8,059 8059
Loans and advances to customers EPEHRER 3,289 70318 30773 9407 190272 1163% 1657 509,070
Investment securiies RAES - 8,189 9918 29335 58,208 35,970 2551 14417
Investments in associates and joint ventres BenaRaELERE = - - - - - 9,182 9,182
Fired assets BEAE - - - - - - 14,065 14,065
Goodwill and intangible assets HERENAE - - - - - - 1912 1912
Deferred tax assets BEREEE - - - - - - 200 202
Other assets AEE 45 6,598 6,004 9315 5529 17,360 14,219 59,730
Total assets EESE 46,037 152,931 55,072 139,167 254,104 169,720 67,389 884,420
Liabilities &
Deposits and balances of banks RINEHRES 980 12,957 1732 9474 - = = 31143
Deposits from customers RRER 259,701 96,354 130,613 89,267 13,267 - - 589,202
- Demand deposits and current accounts -ERERRERER 69,835 - - - - - - 69,835
- Savings deposits -HERR 187,902 - - - - - - 18]
~Time, call and notice deposits -ERRBAFH 1,964 9%3% 130613 89,267 13,267 = - 331465
Derivative liabltes fiEIEA% = - - - - - 13,016 13,016
Certficates of deposit issued BETRRE - 4783 2045 28509 7,104 - S 60,852
Current taxation RERE - - - 624 - - - 624
Debt securities issued BRIEEES = 1 = = 5,056 = = 5,057
Deferred tax liabilties EtRESE - - - - - - 460 460
Other liabilities AthAk 933 5910 8,702 11,256 15,544 6,313 11,301 59,959
- Lease liabilities -HEBR 2 34 62 238 399 201 - 936
- Other accounts -EHEE 91 5,876 8,640 11,018 15,145 6,112 11,301 50,03
Loan capital HEER - - - 3911 6,400 = - 10,311
Total liabiltes BlE0E 1614 120005 167503 143,041 47371 6313 U777 710624
Net gap FER (215,577) 32,926 (112.431) (3874) 206,733 163,407

HRERZHEERRRAFEEZEBITA
A RE B HART & S E P kAT B A B AT
AIRE - SRBIHALFRRARRSIR
ETEETH A -

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.
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(d) REB MRS EE (4)
TREFNBERERAREORETNZ
AT ASRAANEARSTIRESH
XA E#Z AR

(d) Liquidity risk management (continued)
The following tables provide an analysis of the undiscounted cashflow projection of
the non-derivative financial liabilities of the Group at the end of the reporting period
based on the dates of their contractual payment obligations:

2021
Between
Less than three  Between

Carrying ~ Grosscash  Repayable three  months and oneand  More than

amount outflow  on demand months  oneyear  fiveyears fiveyears  Undated
RERM iR 3@ANL 1840

K AF  DREX EDSY E1E E5E  SENE  EEHAY
HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
E¥EET EWEEn EWEEn EWEEx REWEEn EWEEn EWEEn EWAER
Deposits and balances of banks RN RER 31,766 3184 5,252 16,553 10,039 - - -
Deposts from customers ZPER 633505 636607 277785 260,716 87,586 10520 - -
~ Demand deposits and current accounts -ERERRERER 79,657 79,709 79,709 - - - - -
- Savings deposits -HERH 196,660 196674 196,674 - - - - -
- Time, calland notice deposits -EHRBEER 357186 360,224 1402 260,716 87,586 10520 - -
Trading liabities REREAE 5 5 - - - - - 5
Certificates of deposit issued BRIERE 64,327 64,864 - 19,354 35,906 9,604 - -
Current taxation RERE 958 958 - - 958 - - -
Debt securites ssued BEIERES 5,847 5,999 - 3175 yi3] 25n - -
Loan capital EEEA 6,488 7,505 - - 8 1221 - -
Other liabltes Aag 0915 41,124 90 9,788 2032 1228 2,053 6,769
- Lease liabilities -fEaE 884 987 1 84 200 484 218 -
- Other accounts -EHE 42,031 40,137 959 9,704 20,126 744 1,835 6,769
Total &g 785,811 788,906 283,997 309,586 155,345 31,151 2,053 6,774
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2020
Between
Less than three Between

Camyjing  Grosscash — Repayable three  months and oneand  More than

amount outflow  on demand months oneyear  fiveyears  five years Undated
REnmH 3EA 3EAME 1)L

Kaf BE  IREN FUT EE EYE SENE EHERSE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
A¥EEL A¥EET AERET A%EET AMEER AWABR A¥AER AEREn
Deposits and balances of banks RONERRER 31,143 31,198 90 20,719 9499 - = =
Deposits from customers RFREH 589,202 592,162 259,781 27940 90,90 14,149 = =
~ Demand deposits and current accounts - ERERRAERER 69,835 69,890 69,884 6 = = = =
- Savings deposits -HERR 187902 187914 187914 = = - - =
~Time, call and notice deposits -ERRBAFH 31465 334358 1983 227,93 90,290 14,149 = =
Certificates of deposit issued BEAGRE 60,852 61,363 = 25,409 28738 7216 = =
Current taxation RERE 624 624 - - 624 = - -
Debt securites isued BEARKES 5,057 5320 - 114 15 5,191 - -
Loan capttal EEEA 10311 11,655 = = 4,340 7315 - -
Other liablities Efbaf 60,419 58,700 87 13611 10,763 15374 6,320 11,760
- Lease lablties -HEGE 936 1,069 2 103 256 459 29 -
- Other accounts -EEE 59,483 57,631 870 13,508 10,507 14,915 6,071 11,760
Total g 757,608 761,022 261,633 287,795 144,269 49245 6,320 11,760
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(d) Liquidity risk management (continued) (d) B 2 B B 32 (D)
The following tables summarise the undiscounted cashflows of the Group by TREMRTAEER 12 A31 AUEIBRAELD
remaining contractual maturity as at 31 December for derivative financial liabilities BN ZERER  BRERFHEEELE

MABRBEEEZTEERAE - AKE
BFEEEEE I ITE ST AT RBRER
Risfl MRABEELEZTESRMTA
TEBEMNEEHRIMNERL -

that will be settled on net and gross basis. The Group’s derivative financial liabilities
that will be settled on a net basis mainly include interest rate swaps whereas the
derivative financial liabilities that will be settled on a gross basis mainly include
foreign exchange forwards and futures and foreign exchange swaps.

2021
Between
Less than three  Between
Carrying  Totalcash  Repayable three monthsand ~ oneand  More than
amount outflow on demand months  oneyear  fiveyears  fiveyears  Undated
B 3BA  3MEAML 150k
FEE aE  ONEX HLHT B E5F SENE  BFEHAH
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
REEEn BMEEn BEEEn BYEEn AMAEn HMEEn AMEER  BMEER
Derivative financial liablities fEeBAE 5,050 6,492 289 1,086 1910 2485 n -
Derivative financial liabltes settled RIRRELEY
on a net basis ESHEE
Total net cash outflow @FRETH 519 100 654 1433 2,284 3 -
Derivative financial liabltes settled REBRELZY
on a gross asis fiEemas
Total cash inflow BRENA (56,277) (344) (28,681) (24313) (2,538) (401) -
Total cash outflow ot 51,575 533 29,113 24,790 2739 400 -
2020
Between
Less than three Between
Camying ~ Totalcash ~ Repayable three  months and oneand  More than
amount outflow  on demand months oneyear  fiveyears  five years Undated
b ol A 3EAME 180 E
KAE BE  AEEN GHT E3 ks B5F SENE  EHAH
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AEEEr A¥EEn AYEEn A¥EEn AWEER A¥PER A¥PER  ANEER
Derivative financial liabilities EeBAk 13,016 15,559 3,607 2,298 3,757 4531 1,366 -
Derivative finanial liabiites settled RIRRELEY
on a net basis fESHEE
Total net cash outflow EERERL 9435 127 1,350 2,391 427 1340 -
Derivative financial liabites settled RERRELE Y
on a gross asis fiEemas
Total cash inflow BRERA (54,716) (403) (31,926) (17,604) (3,986) (797) -
Total cash outflow @RS 60,840 3883 3,874 18,970 429 823 =
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Certificates of Deposit, Debt Securities Issued, and Loan Capital

In 2021, BEA issued floating rate certificates of deposit and debt securities with face
values of HK$230 million and US$138 million; fixed rate certificates of deposit and
debt securities with face values of HK$900 million and US$1,843 million; and zero
coupon certificates of deposit and debt securities with face values of HK$1,388
million, US$4,660 million, CNY20,580 million, GBP103 million, EUR666 million and
CHF67 million. The Group redeemed a quantity of certificates of deposit and debt
securities amounting to HK$82,771 million equivalent upon maturity.

At the end of December 2021, the face value of the outstanding certificates of
deposit and debt securities issued was equivalent to HK$70,420 million, with a
carrying amount equivalent to HK$70,174 million.

Maturity Profile of Certificates of Deposit and Debt Securities Issued
As at 31st December, 2021
(All amounts expressed in millions of dollars of respective currencies)

Total Face Value

AEE

B RS dR AR MY AR (48)

EBRNTENE EBESREEER
20214 - RGBIRITEIT T MEREE2.3(E
TR 138 ERTHZ BT HE RERES
HEREEIEBTRIBAZBETHNESF
PEIREBES  AREELERE 13.88E
T 46.618% T - AR 205887 - 1.03
B EE - 6.6618 BT 1 6,700 & iy A BB
NTEERBREBES - AEBREIHE
BONZEERERERESESEEE
827. 71187t »

R2021412 AIE - EBITEIINTFRE
BEREFEERSNEET704.2E7T  KE
BERIESNEET701.7487T -

ERITFHRERETRSFHOFH
72021512 A31H
(U E (B BB Tl5)7)

Year of Maturity
Bk
2023

Amount in currencies of issuance BT EENE

Floating Rate ¥ &
HKD 7T 230 230 - -
USDZETT 888 90 740 58
Fixed Rate (Note) E & (i)
HKD & 7T 2,095 1,230 865 -
USDZETT 1,733 1,170 153 410
CNY AR 2,500 2,500 - -
Zero Coupon 28
HKD 7T 1,385 1,385 - -
USDZETT 3,762 3,712 50 -
CNY AR® 9,900 9,900 - -
EUR BT 202 177 25 -
Total Certificates of Deposit and Debt Securities issued in
HKD equivalent FIEERTERERERE S (BEZE) 70,420 58,333 8,438 3,649

Note:  Associated interest rate swaps have been arranged in order to manage interest rate
risk arising from long-term certificates of deposit and debt securities issued, if deemed
necessary.

In 2021, the Group redeemed the USD loan capital that was callable on 3rd
November, 2021 amounting to HK$3,891 million equivalent.

At the end of December 2021, the face value of the outstanding loan capital
issued was equivalent to HK$6,513 million, with a carrying amount equivalent to
HK$6,488 million.

it EREED HT R 750 R A FES
SIZEFIE R - Z PR A3 A1 R
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(d) Liquidity risk management (continued) (d) B 2 B B 32 (D)

Maturity Profile of Loan Capital
As at 31st December, 2021
(All amounts expressed in millions of dollars of respective currencies)

EEEANFH
72021412 A318
(£ BUE R H 89 5 & Tl 5)7T)

Total Face Value Year of Maturity

AEE

AMES

Amount in currencies of issuance Z T & BN E ¥

2029

USD (Note 2)% 7t (i1 2) 600 - 600
CNY (Note NARH (1) 1,500 1,500 =
Total Loan Capital issued in HKD equivalent

FEERTHREELS (BREHE) 6,513 1,835 4,678

Notes: 1. The CNY1,500 million loan capital that will mature in 2029 is callable on 25th
April, 2024.

2. The US$600 million loan capital that will mature in 2030 is callable on 29th May,
2025.

i1 BR2029FEBMARKE 15 ETEER
BAR2024F4 525 H AT »

2. HR2030FFHAIETOETEREE
AR 20255529 A FTEE -

(e) Interest rate risk management (e) FIZ=EERE

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 option 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.
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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.

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, 2021.

Sensitivity analysis on interest rate risk at 31st December, 2021 and 2020:

Adverse
impact on EVE
HRERSEEE
(In HK$ Mn) (B¥ B ET) MRS
31st December, 2021
Period Hi [ 2021 12H31H
1 Parallel up F47M £ 568
2 Parallel downF17/A T~ 475
3 Steepener B8 £} 544
4 Flattener &1 ] 101
5 Short rate up 5 & + 7t 378
6 Short rate down #2 & T f& 1,091
7 Maximum & 5 1,091
31st December, 2021
Period H1[ 2021 12H31H
8 Tier 1 capital — R E A& 100,455

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.

Adverse
impact on NIl

HERBRA
TR

12
2,777

2,777

B 75 ¥R 3R MY & (

II\,\

AEEE AERETHREDIN - AGEF
REHHBANEEEENTE T EE

SERRENTRNTFERRBR - It
RBEEERREIZETISNRITERLEF

RenMBRERE - ARMNEEBHERE
AEBEWAEN BT e B RERFE -

REBRAGRERSR  URGIAEENR
*'J&%é‘é@fﬂﬁﬁﬁﬁﬁﬁ‘ﬂﬂ%ﬁtﬁﬁﬁ% - HH
EEHRNEEABERREQER -

TERRBTENHAE2021 412 31
ARSERORIEBRIEHT - 315 EVER NI
FER IR 12 18 A 0 -

720215 % 20204612 A 31 B # 7= @ fx
B REIEDHT

Adverse Adverse
impact on EVE impact on NIl
%W%i%/ﬁf“ﬁ RS BA
MR E NAFIZE
31st December, 2020
202012 A31H

497 32
302 2,636

17

140

345

977
977 2,636

31st December, 2020
2020912 A31H

95,752

/T H IRRBBEITEE A - AEBERRF
R R EHRRI TR ZE T REEN
BHNRE MM ELQEBENRNNE
b - BLIFFHERNALERFF IRRBBE
RKOANZEEEZEH -
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(e) Interest rate risk management (continued)

()

The prescribed interest rate shock scenarios are provided by the HKMA 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

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 objective of managing strategic risk is to identify, assess, monitor, report,
and mitigate strategic risk, and to ensure compliance with the relevant regulatory
requirements.

The Group establishes comprehensive policies, manuals, profiles and reports to set
out the management framework as well as assessment and monitoring tools.

The Group formulates, and adheres to the Strategic Risk Management Manual,
which outlines a systematic approach to the management of strategic risk, including
a framework for strategic risk identification, assessment, monitoring, mitigation and
control, thereby enhancing the level of strategic risk management of the Group.

The Risk Management Committee is responsible for overseeing the management of
the Group'’s strategic risk.

(g) 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 consults
qualified internal personnel and, when necessary and appropriate, engages 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.

(e) R mEPREE (M)
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(h) Reputation risk management

)

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
business 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 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.

B RS dR AR MY AR (48)

(h) BEERRER

(i)

BERAREERAHAKE-—HLZHEHE
BFE  TARMBRREHNEEREM
BEAKEBENRER  WEEAEFE - T
BEBEAL  BREYEARHARENE
O WA B RS BNFAEM  RTFE
BEPERR  EB R/ HRARMD

BEEREEMN B OENZS - 5FE B -
BE M PR R B R - ARTERTT S 8RR
EREMENL

h

AEBEFIESBRBKE - 153l
ERESTERED - RBIRRD
AEBHEFSSRENDEER
RAREEBRE -

s FMESFA
A R R LR
FEILRE &

AEESELBRBEBRBRERFM  ZF
& R BRI R iR AL EETE -
BIEEHR - B BE - BRRESRER
A - %&ﬁtf%%%&kﬂ$§%lﬁ’ﬂ§%? ®
AEBEDETEMHRERERES - ARE

FEEIN EIRRAETRHI) B - WA
5| ARERA MU — B i AN S B A0 B 42

EREETHE -

EERRE
B B IR o

BZEQAEREBEASENRE

H\}EE

SREMBER
EREREEEREETERRAEEER
RERDEG] - RO RA - AR A REEH
T%Pﬁmﬂ’ﬂ? RAT R PRI 5| BA AR R E
EHE - SSRER  PHEK BB
x%ﬁﬂﬁ%ﬁ$%lﬂﬁé?§9&ﬁ’\]}§tﬁﬁ°

REBEBEGIESREE - 155 RFM - #R
BERBARED  RA - TTRSFR 17X
BEREHEEERERHNRERAEEZE
Mgl c AEEEHI T WERERARE R
F - ZFMBEEHERRREREZF(CE
BHFE - BIEHR - 7T - BIE - BR Kk
2 A AR R E S - FE LS AN B A RO
EREHRR - WEARR AN R EAR
SEFEZHEETEVARERES -




318 The Bank of East Asia, Limited | Annual Report 2021

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R )

43. PRINCIPAL RISK MANAGEMENT (conTinuep) £ E & B EE (#)

() BEERER

(j) 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.

The Group has also 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, third-party security and confidentiality, integrity and
availability of information are all in place.

(k) 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 Banking (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.
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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, 2021 and 31st December, 2020
as disclosed 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 Banking (Capital) Rules of the Hong Kong Banking Ordinance.

The Group and its individually regulated operations have complied with all externally
imposed capital requirements throughout the year ended 31st December, 2021 and
31st December, 2020 and the Group’s capital ratios are well above the minimum
required by the HKMA.
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(a) 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 technique 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 technigues 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.

B RS dR AR MY AR (48)

AEESEARERZERANGBERN - UEE
—RUERREESRTANATEE  Hl
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BIRE TR HE A RO EREE
AFEENTRERAR - 2EMEAHED
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ERRERNERIE FAEESEAEE
HEARZUEMNGHEEARBME - o E
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ERMTAMNRFEE: MRBEENH[ER
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44. FAIR VALUES OF FINANCIAL INSTRUMENTS (conminuep) £ & T B A FEE 40

(a) AR FEESIRNESEHT A (@)
TEREAMNBERER  EATFRED R
NERTAZATEENERH :

(a) Financial instruments carried at fair value (continued)
The table below analyses financial instruments, measured at fair value at the end of
the reporting period, by the level in the fair value hierarchy into which the fair value
treatment is categorised:

2021 2020
Level 1 Level 2 Level3 Level 1 Level 2 Level 3 Total
£-8 £28 EE £- 1} £=8 ag
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
REEEL BMEEn BYEER PEAET A¥EEn A%EEnT AYEER
Recurring fair value measurement ERRANATEERR
Assets gE
BHZE-RRBENRE
Trade Bill - Measured at FVOCI WENRBATEENE - 10212 - 10212 - 11,424 - 11,424
Trading assets RARBEE 851 1,632 - 2483 881 309 = 1,190
Derivative assets FETRBE 146 3,235 - 3,381 267 779 = 8,059
Investment securites REES
~ A EREARNRYE
~Mandatorl measured at VTPL AVEREHE 2 4 0 54 14 850 58
-ERBEM2ENEN
- Measured at FVOCI REATEEGE 25,083 99,729 M 1255 26,183 95,145 1283 122611
26,082 119,435 1,520 147,037 27333 119,657 2133 149,123
Investment securites dlassfied s assets REZFHEARE
held for sale fEHERE
—HHERERRNRYE
— Mandatorily measured at FVTPL LYEENE 50 2% - 76 1,026 3702 = 4728
~ERBEM2ENEMN
~Measured at FVOCI RBATEENE - 1,850 - 1,850 = 19,088 = 19,088
50 1,876 - 1,926 1,026 22,7190 - 23816
Liabilities af
Trading liabities RERRAE 5 - - 5 - = = -
Derivative liabilties fTHETARE 98 4,95 - 5,050 104 12912 = 13016
ETABEERNRY
Financial iabltes designated at FVTPL ATEENSHER - 36,877 - 36,877 = 30,091 = 30,091
103 41,829 - 1,932 104 43,003 - 43,107
Derivative liabilties classified as iabiities ~ f1£ TABEAHBAZALE
held for sale LERE - - - - - 1 - 1

HZE2021F %2020F12A31H L2 5
N BEE-REE-_RARHEEERTF
BEZERTA MELHTEEANE
B o AEBNERERABRANBEHHERL
FRERESRZBELENES -

During the years ended 31st December, 2021 and 2020, there were no significant
transfers of financial instruments between Level 1 and Level 2 of the fair value
hierarchy. 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.
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Information about significant unobservable inputs in Level 3 valuations

Valuation technique

RERN EEFTHESY
Unlisted debt securities, equity Counterparty quote N/A
securities and investment funds %2 5 ¥ F 1R {E TEA
FLmEBHES B EHRR Net asset value N/A
BAES BEHE TEm
Discounted cash flow model Discount rate
BRemirigs Frinx
Marketability discount
[ fEE gl
Market-comparable approach Earnings multiple
G A LA BFIEE
EV/EBIT
TEEE/ TSR

Marketability discount

[k 27ig

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. The fair value of the
unlisted investment funds are estimated by using the net asset valuations (“NAV")
provided by the managers of the funds.

Valuation of financial instruments in Level 3 are subject to the same valuation
control framework as described above and reviewed regularly by FIVG.

B RS dR AR MY AR (48)

FHE=QMENSEFIHE2HEH

Significant unobservable input(s) Range

BE

N/A

NiEH

N/A

i A

15.3%

(2020: 16.4%)
20%

(2020: 20%)
21.98-36.67
(2020: 43.49-52.88)

30.18-37.54
(2020: 38.43-42.49)
50%

(2020: 50%)

ZRHEBEENRRAFEENEIEE
Hip 2 mREIARBR R FEEFENI LT
B TANRFEE —RRARSRFTOR
HERE  RERRE QAP BIRR R E
Bz H2EALBRETATZMEE
Wt AT A R BREZ IR W IEH R R
R ZHE - FRALE ZHRE QAW
BtoR R R AE 2 ERIE M A FEERER
& MAFMNE TS @540
AR FEEEAETE FLMREES
MAFEERRAESQERHNEERE
fEEE

EEZRZSMTAMGERIN LR A
R B R B S BT A ERE M = 5
R -
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44. FAIR VALUES OF FINANCIAL INSTRUMENTS (conminuep) £ & T B A FEE 40

(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:

(a) AR FEESIRNESEHT A (@)
(1) EREEMFTBRRZLBNEMIA
fifE
BRI EEEMEABRRLHNT
A ARTEEZEHMT

2021 2020
Investment Investment
securities Investment securities Investment
mandatorily securities mandatorily securities
WEERNEO A BRI EL R A0 measured at FVTPL - measured at FVOCI
REREMRE RRREMEE
BHREBRRSE KA RBA T EtlizERER WA B AT
NRMATER EEFTEN ARBATER EEEN
AENRERS RERS HENREES BEES
HKSMn B EEL HKSMn BEEST IICLIN-EEE- v ¢ 3Vt
Assets g
At st January B1A1H 850 1,283 278 1,055
Additions/Purchases 20,/ BA 413 - 510 -
Disposals/Settlements HE /e (484) - 9) =
Changes in fair value recognised
in the income statement ATEEZHERA N R 29 - 71 =
Changes in fair value recognised in -~ AFEEEHBANE it
the other comprehensive income 2Kz - (571) - 228
At 31st December R12A31BEER 808 712 850 1,283
Total (losses)/gains for the year RHREHERARBRAR
included in FVOC| fair value HEtr 2 ERENREATEE
reserve of the other comprehensive A& M2 i ARt 2 E U
income for assets held at theend AT EEREZFER
of the reporting period (B8B) mes - (571) = 228
Total gains for the year included in
the income statement for assets RS HARBRE 2 EEM
held at the end of the reporting B ABAKERZ BBER
period recorded in net results from AR AT EESBIER
other financial instruments at FVTPL &3 2 FE RN EE 29 - 71 =
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(2) Effects of changes in significant unobservable assumptions to reasonably (2) AEZEMIFAHEZRREPESIEA
possible alternative assumptions TS RBRAEENTE

Effect recorded in profit or loss Effect recorded directly in equity
ERTRRARYE ERRERRREG 2K E
Favourable (Unfavourable) Favourable (Unfavourable)
B (FH) =] ()
HKS Mn B EET HKSMn BEEET HKSMnB¥EBT HKSMn B¥EET
Financial assets tREE
Investment securities mandatorily B EBBRREARBATER
measured at FVTPL STENREAES 67 (67) - -
Investment securities measured at ~ FRBE M2 EREARBRAT
Fvocl BEGENRERS - - 59 (59)
67 (67) 59 (59)
2020
Effect recorded in profit or loss Effect recorded directly in equity
ERESRER PE BRCHRRRER 2 VE
Favourable (Unfavourable) Favourable (Unfavourable)
A (1)) Al (1)
HKSMn BB EET HKSMnBBEET HKSMnBBEET HKSMhAREESR
Financial assets TREE
Investment securities mandatorily B EBBEEARBATEE
measured at FVTPL STEMRAES 71 (7) = =
Investment securities measured at ~ FRBE M2 ERAARBRAT
Fvoc BEGENRERS - - 107 (107)
71 (71) 107 (107)
The fair values of financial instruments are in certain circumstances, measured EETHERT  EERIANRTE
using valuation models that incorporate assumptions that are not supported BEFERANBERR - ESHENREL
by prices from observable current market transactions in the same instrument SERBEMERIANERNTHRETSR
and are not based on observable market data. The table above shows the SERK - TRIEKBEMATBENTISE
sensitivity of fair values due to parallel movement of plus or minus 10 per cent B ERBRATEEZHRE  AIE
in reasonably possible alternative assumptions. HREAEAITZ S EREMEENLE

B10% MEBENLITE



326 The Bank of East Asia, Limited | Annual Report 2021

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R )

44. FAIR VALUES OF FINANCIAL INSTRUMENTS (conTiNUED) R T B A FEE @)

(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:

(i) 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.

(i) 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.

(iii

=

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.

=

(iv) 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
AEBRATIENEERE - LEEN
THEMTANRFEE:

() TRETHMRAOEAFRNFEERSD
AFEE DREARREHERAT
BERMINEOEE -

(i) FEEMIANDTER  HRE/E
HIEEERSE - kS TRARSERMIE
ETEBES  ARERENERERBRY
EREREEMNRTEETRELER
SREBRES 25 T IAER - BtER
FEETERBREEERENNE -

(iii

Sz
=
2
M
z
i
=
i
¢
m
st

PR 4Ry B AT 5 A 4L MBS - DA
BAEERE T A EF - ARBRENE
ERRYELEREEMAFEETS
REEBSRBERT D5 T AR
EREAFEELER  EFEASANE
HERNEERENNBOTE TUE

(v) EBELHBEERZQAFEE U2

ZEMRERBORXTRZ S ABEER
ZABUSHBERMET  ERNER
WA 2 EFEZEM MG HAIARE
FEEHELRRABERBENEEX
HELEMBERZBERTMERERE
A BRI B ET BRI L ®R - U
ERRARA SENERERAEE AT
B -
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The carrying amounts of the Group’s financial instruments carried at cost or BRTRBIE SN - AN 5 B DA B AN Sl S AR AR A BR
amortised cost are not materially different from their fair values as at 31st NemITAREE  BEN2021F12 431
December, 2021 and 2020 except as follows: A&2020FRRA 2 AFEEESE -
2021
Carrying
amount Fair value Level 1 Level 2 Level 3
BEE ALER £-8 ok £=8
HKS$ Mn HKS$ Mn HKS$ Mn HKS$ Mn HK$ Mn
BEEET BEEET BEEET BEEET BERET
Financial assets SREE
Investment securities measured at REBHREERA
amortised cost HE 16,546 16,610 2,025 14,585 -
2020
Carrying
amount Fair value Level 1 Level 2 Level 3
EEE AYEE -1 E-H E=5
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET BEEEET AEEET BEEER BEEET
Financial assets SMEE
Investment securities measured at BRABFREFERA
amortised cost HE 15,721 15,796 2,020 13,776 -

Investment securities measured at
amortised cost classified as assets R EBHFRE BRI A E
held for sale PEAREELESE 2,104 2,380 = 2,380 =
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45. OFF-BALANCE SHEET EXPOSURES BEE A &R UV E K

(a) Contingent liabilities and commitments
The following is a summary of the contractual amounts of each significant class
of contingent liabilities and commitments and the aggregate credit risk-weighted
amount and is prepared with reference to the completion instructions for the HKMA
return of capital adequacy ratio.

(a) RARERAMR
2RBEEREART R EKBHBERWERE
T BERAABEREEREERRINES
EHEZEHEANBMEMNT

2021 2020
HKS Mn B EE T EGISIY RV
Contingent liabilities HARBE
Direct credit substitutes BEEEERER 4,664 9,065
Transaction-related contingencies B ZHEBNAAER 4,295 1,325
Trade-related contingencies HESEMNHAIRE 5,046 4,303
14,005 14,693
Commitments EHE
Commitments that are unconditionally cancellable
without prior notice AT & (B I 2878 5 20 i AN R 232,146 159,852
Other commitments with an original maturity HiAENREEA
—upto 1 year —1FHUAT 3,145 7,093
—over 1 year —1FNE 28,914 27,722
264,205 194,667
Total B 278,210 209,360
Credit risk weighted amounts EERRNESEHE 21,412 22,946

The credit risk-weighted amount is calculated in accordance with the Capital Rules.
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.

EERRMESEER(CERBRADFH - 3
RABRAREZEEEAMNTIE  BER
PREEEMNERLRE  ERE  ZREM
ENRIE - BHERREE A ORTRIRI
REFPENBHAERRNSHE - N EH
EREMANRANKBOSESERLR
MATEaH SNSRI THAREARKRE

32
Vi °

]



(b) Derivatives
(i) Notional amount of derivatives
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B R R MR (A8)

(b) FTET A
() FTETAMBESE

Derivatives refer to financial contracts whose value depends on the value of one

or more underlying assets or indices.

The following is a summary of the notional amounts of each significant type of

derivative of the Group:

METARER—ERZHBHEEER
EHERECEENNBTAHN -

EENESBETETIATIEERINGES
BERENT :

2021
Managed in
conjunction
with financial
instruments
designated at
Qualifying fair value
for hedge through profit  Others, including
accounting or loss held for trading
RERREN
RBATLEE Aty B
REHWSHE SRIARKER EEERZ AR fam
HKS Mn B EET HKSMn BEEET HKSMnB¥EET HKSMn B%EER
Exchange rate contracts Ex&H) 48 5,640 286,033 291,721
Interest rate contracts FIEEH 83,518 28,201 291,839 403,558
Equity contracts Rip&# - - 8,370 8,370
Others Hith - - - -
83,566 33,841 586,242 703,649
2020
Managed in
conjunction
with financial
instruments
designated at
Qualifying fair value
for hedge through profit Others, including
accounting or loss held for trading Total
RABERN
R ATER 2t B
Refhe: <SRIAERAER REER 5% Fk
HKSMn BB EETL HKSMn BBEET HKMnBEEET HKSMnBEEERL
Exchange rate contracts Exa#) 212 6,035 287,496 293,773
Interest rate contracts FIRAH 79,348 22,274 326,832 428,454
Equity contracts ket - - 17,522 17,522
Others Hih - - 77 77
79,590 28,309 631,927 739,826
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45. OFF-BALANCE SHEET EXPOSURES (conTinuep) BEE BB &R UMV E K @)

(b) Derivatives (continued)
(i) Notional amount of derivatives (continued)
Derivatives arise from futures, forward, swap and option transactions
undertaken by the Group and the Bank in the foreign exchange, interest rate
and equity markets. The notional amounts of these instruments indicate the
volume of transactions outstanding at the end of the reporting period; they do
not represent amounts at risk.

(i) Fair value of derivatives

(b) T4 T A ()
() FTETANEESE ()

PTETARAAREERAITEINE - 7
ERBEMSETHE  EZH  =HK
HREXGMESL - BUTANEEDHE
BEREMERBDRATAORZE -
B NRERAAZ R A D

(i) TEITAEZAFEE

2021 2020

Fair value Fair value

DREE NEEE
Assets Liabilities Assets Liabilities
gE 8f& BE BfE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEBET BE¥EEBT BEEET BEEET
Exchange rate contracts fE =& 4 1,207 1,174 2,333 2,827
Interest rate contracts AESSED) 1,764 3,548 2,004 6,450
Equity contracts R E 4 410 328 3,721 3,740
Others Hith - - 1 -
3,381 5,050 8,059 13,017

(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 investment securities 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.

(i) #h&at

(a) FIERBR LA FEELE

AEEAF RGO ETH
BITMESRERE HANTE
BEHIRE K BN E AR &
MERN RN T EEEZNRR L
LA %8, WEREE M = &
MEFBREEENEERTRY
SRUAS AT Bl R EF B R
WEANEE S EFMERAY -
GRS IR B RO B B IF R —
B o
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The Group's approach to managing market risk, including interest rate risk,
is discussed in Note 43(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 43(a)(x)).

Before fair value hedge accounting is applied by the Group, the Group
determines whether an economic relationship between the hedged item
and the hedging instrument exists based on an evaluation of the qualitative
characteristics of these items and the hedged risk that is supported by
quantitative analysis. The Group considers whether the critical terms of
the hedged item and hedging instrument closely align when assessing the
presence of an economic relationship. The Group evaluates whether the fair
value of the hedged item and the hedging instrument respond similarly to
similar risks. The Group further supports this qualitative assessment by using
cumulative dollar offset method or 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 RS dR AR MY AR (48)

AEEEEMSRRNTE B
) 2 @\ B A B RE 43 (D) © AN
RAE RGN R EBREET
ERERERE TLESFRERE
PR EAFEEEEERNK
BERT N E) - FEBESFRERM
PNBETE  ARBEEEER
RBENE DA RER - HPEF
ERRT RIS IR RS
R -

BAERATES R T A A EE
PRER  AEETEHITETR
RSEFHOEERR - Maz@ERKIL
REWE B A Y - AEEBAB
HEEERFHFETRS  EX
RHHFREERR - BESTET
AERSEFERRR (FRHE
43(a)x)) °

ERARFEEH TGO - &K
SEREREITIRE MET T AR
TE MR AT (i A0 S 5 0k L B R A
HEE DM - AEEREHIR A M
HHTAZRREFAELBRE -
AEBEEFHRBEEENFER
BERKE IR R H T AN
RGHRE W AEEFHKYE
HIEE AR TANRFEERS
HEURRRERL - AEERA
RFHEEREEKEFE O EE
HMTARBEERIERA BB H
WEHIEB R T EER S A —
HXFFE MR o

AEEBRBRABRHPNESEFTHR
R e TE B B2 5 TE A5 0 T R A9
BHANN B RSB RETE ML
R RBAKBEBE AR TH
BRER R AT A 64

— REBMBTES 2 HERLR
BREHR(RFEH)EZPR0.8

— ERGHREE0.8-1.258F
A o

- NENEEKFEDLRIS5% -
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(b) Derivatives (continued) (b) FTE T A (&)
(iii) Hedge accounting (continued) (iii) gt (8
(a) Fair value hedges of interest rate risk (continued) (@) FIERE G2 FEES > (E)
In these hedge relationships, the main sources of ineffectiveness are: TEE LSRR - B0
WEZHRR -

— the effect of the counterparty and the Group’s own credit risk on the - RSGHEFNAEEEZEAR
fair value of the interest rate swap, which is not reflected in the fair R X B HANRATEED
value of the hedged item attributable to the change in interest rate; and FERERMIEF RFFHEH

M ERIEE A FEES
K

- differences in maturities of the interest rate swap and the loans or the — FIREHAMERERKEST
debt securities. FER =R -

At 31st December, 2021, and 2020, the Group held the following interest #2021 %20209F12A318 -

rate swaps as hedging instruments in fair value hedges of interest risk: REBEFAUTHERBEOER

FEEE AT EES PSP TA

2021
Maturity
ZHA
Less than 1 year 1-5years More than 5 years
DSR1E 1-5%F QRS
Risk category ENErE bl
Interest rate risk ) 2%l Bz
Hedge of debt securities investment ¥ E# & H % &
Nominal amount (HK$ Mn) 2EEE(ERBET) 10,122 37,110 35,351
Average fixed interest rate 55 B 5 Al R 2.31% 1.31% 1.53%
Hedge of loans and advances M E R KRBT
Nominal amount (HK$ Mn) aEeBE(BEKEET) - 863 72
Average fixed interest rate 35 B 5E 7| 5 - 1.77% 0.51%
2020
Maturity
Bl
Less than 1 year 1-5years  More than 5 years
DR1E 1-5% EQINLES
Risk category Bk Rl
Interest rate risk 2R [ B
Hedge of subordinated notes issued %i/H B 8{THIZ EE
Nominal amount (HK$ Mn) EEReE(EBEERL) 3,876 = =
Average fixed interest rate 55 B 5E Rl 2R 4.00% - -
Hedge of debt securities investment %) &# & H % &
Nominal amount (HK$ Mn) LESH(BEEET) 8,482 38,021 28,059
Average fixed interest rate 55 B 5 Al R 2.53% 1.58% 1.57%
Hedge of loans and advances HME R KRBT
Nominal amount (HK$ Mn) 2EeE(B¥EET) - 771 139

Average fixed interest rate 35 [E] 5 7| 3 - 1.92% 2.12%
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The amounts relating to items designated as hedging instruments and HBE RN T ARERE REFEM
hedge ineffectiveness were as follows: N

2021
Line item in the
consolidated Change in
statement of fair value Line item in
financial position used for consolidated
where the hedging calculating Ineffectiveness - income statement
Carrying amount instrument hedge recognised in  that includes hedge
REE is included ineffectiveness profit or loss  ineffectiveness
Nominal ARHHIE NYEERS REERAN ERENHH
amount Assets Liabilities #1435 &% N EEN BANEY BBMEe
CEER &g A HRRMER B R WERNEE
HKS$ Mn HKS$ Mn HKS Mn HKS$ Mn HKS Mn
EMEET  BWEET  BEEER EMEER EHBER
Interest rate risk
HERR
Interest rate swaps - 82,583 591 (2,265) Derivative assets/ 3,090 143 Net hedging profit/
hedge of debt securities (liabilities) (loss)
xsH- fIATREE/ HERl/
WhGEHESRE (Bf8) (B8 F8
Interest rate swaps - 935 9 (18) Derivative assets/ 3 1 Net hedging profit/
hedge of loans and advances (liabilities) (loss)
e Rl fiATREE/ A/
HRERRERH () (B8 38
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45. OFF-BALANCE SHEET EXPOSURES (conTinueD) EE B &R LU SN &L B (a)

(b) T4 T A ()
(i) ghEat (&)
(@) FIFEBHRFEEL ()

(b) Derivatives (continued)
(iii) Hedge accounting (continued)
(a) Fair value hedges of interest rate risk (continued)

2020
Line item in the
consolidated Change in Line item in
statement of fair value consolidated
financial position used for income
where the calculating Ineffectiveness  statement that
Carrying amount hedging instrument hedge recognised in  includes hedge
Rafs is included ineffectiveness profit or loss  ineffectiveness
Nominal BFHHIR ATBEEED REREA DREMER
amount Assets Liabilites £V A 8175 DAt EEN EROER BANEa
252E BE 8 WARMER Eap o) BhBH KaxMER
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EYRET  B¥EER  BBEET EEEET EEAET
Interest rate risk
HEER
Interest rate swaps - 33876 45 - Derivative assets/ 31 (2) Net hedging
hedge of subordinated (liabilities) profit/{oss)
notes issued
HxeH- fEIREE/ Haatl/
BRBEORERE (8f8) (B8 #E
Interest rate swaps - 74,562 2 (4,380) Derivative assets/ (2,148) 64 Net hedging
hedge of debt securities (liabilities) profit/(loss)
MEEH- fHETIREE/ Hwadl/
HhEBESRE (8f8) (BR) 38
Interest rate swaps - 910 - (43) Derivative assets/ (24) - Net hedging
hedge of loans and advances (liabilities) profit/(loss)
HERH-HARERREH fETAEE/ HipigHl,/
(8f) (B8 28
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B R M ()

The amounts relating to items designated as hedged items were as follows: EERKE AR SEMT -

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 Change in ceased to be

fair value hedge adjustments  statement of value used  adjusted for hedging

included in the carrying financial position for calculating gains and losses

amount of the hedged item ~ where the hedged hedge BERBERREN

Carrying amount ARREUMERREE itemisincluded ineffectiveness BALREHHBAIR

HEE WRFATEERNEE  ARENMER ATEERE  FROEMMER

Assets Liabilities Assets Liabilities  Hy4+& B DL ZEHATER

8E &f {3 88 HRRWEA Haah HHRERE

HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn

ANEET ANEET ANEET ANEET ERAER EREER

Debt securities investment 85,329 - 432 - Investment securities (2,947 -

EHEARA RERS

Loans and advances 1,026 - 6 - Loans and advances to (32 -

SHREH customers

EFERREN
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B %% R & MY &t (4R )

45. OFF-BALANCE SHEET EXPOSURES (conTinueD) EE B &R LU SN &L B (a)

(b) Derivatives (continued) (b) FTE T A (&)
(i) Hedge accounting (continued) (i) st (&)
(a) Fair value hedges of interest rate risk (continued) (@) FIERE G2 FEES > (E)
2020
Accumulated amount
of fair value hedge
adjustments remaining
in the statement
of financial position
for any hedged
Lin item in the items that have
Accumulated amount of consolidated Change in 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 tem ~ where the hedged hedge  BARBBRRER
Carrying amount PENBHAEEREE  itemisincluded ineffectiveness BEIHAREREAR
BEfE MZRTEEYHER BEREAER ATEEED EROREAER
Assets Liabilies Assets Liabilties  #y%z A% % WETE &N LEHATER
213 fif& 213 B8 MARHEA it Hhagng
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EERET EERET EEBET EEBET BEEET AEET
Subordinated notes issued - 3911 - 38 Loan capital (33) -
BEKERE AR
Debt securities investment 79232 = 4,390 - Investment securities 2,12 =
EREFRE REES
Loans and advances 1,050 - B} - Loans and advances to U -
LElEE customers
EFERRER
The Group’s fair value hedge principally consists of interest rate swaps that AEEN D FEERS N EEBET
are used to protect against changes in the fair value of fixed rate long-term RisH - ARNEEE TSR R &
financial instruments due to movements in market interest rates. mMEHHNTELERPEBMITARTE

EED -
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NOTES TO THE FINANCIAL STATEMENTS (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)

B RS dR AR MY AR (48)

S E R B 1) B 2 e %
AEEFEREREMEOHE B RR
B AR ENE T AXTAHEDN
BFRENRERELY - AEH
HEET /B TEBMERELE
FAEXIATEEE R (BB T)
AENSERSREEH;ETINE
EBRE - HiHGFHERRT A Y
R AR R B LR R o

AEEBBFGINER S E KT
AENEFRENREREREN
BEEBUREY e B IR D BER
B BEHERHHEANRRE
BREME  WRERHRRER
BAE - RS ER O RATETT -
PIanER &R BURE D

W EXHRAFEELE A - A
SEEUTETARSHFNER
BB - TR R A AR IR B
i - ERER AT EEL T
EERERELL -

AN B AR IR ¥ 55 L 1E B A MR
B R A B Sk R O R LR O TE 2
D REE R ¥R IE A B LR
BRI TACHRSFELER
& o REBEETABERERNFE
B EREEIFIERREFIA
MEARERES — B - AEEFH
WEHHREE MR TANRESRE
BB R E R B S FEAE L - 4N
INZEEE FHA RBEEEET
flg o

REBERARBOTET RITANE
HRHMA  ZIERLTETA
EREHZHHRIE - WETAET
B0 IR SR BB 5  TH B ) B B2 55K
— % TAERGRFEEQNTEER
T BEEHELE  BhERRMNE
FHoENEREXZHEONA
FEERNESHEEE - SHE TG
HHRAAESEBRSAHER
0.8-1.250 REHEEHH -
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B %5 3R A% M i (48

45. OFF-BALANCE SHEET EXPOSURES (conTinuep) BEE BB &R UMV E K (@)

(b) Derivatives (continued) (b) FTE T A (&)
(i) Hedge accounting (continued) (i) #rheat(5&)
(b) Cash flow hedges of foreign currency risk (continued) (b) SHMER Bz #IH 2 7w (E)
At 31st December, 2021 and 2020, the Group held the following R 2021F %2020F12A318 -
instruments to hedge exposures to changes in foreign currency: REBFAUT TR HINELE)
R
2021
Maturity
EH A
Less than 1 year 1-5 years More than 5 years
PR1E 1-5% EQNEE:S
Foreign currency risk 4B o Bz
Exchange rate forward contracts
(HKD: USD) EXREEH S  E1)
Nominal amount (HK$ Mn) ZESHE(BEEET) 48 - -
Average forward price THRBSE 7.72 - -
2020
Maturity
28R
Less than 1 year 1-5years  More than 5 years
SR F 1-54 LR5F
Foreign currency risk HINEE B
Exchange rate forward contracts
(HKD: USD) EXEHAHEE  xT)
Nominal amount (HK$ Mn) HESR(EBEET) 194 48 =

Average forward price THEREHE 7.70 7.72 =
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

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

Line item in
the consolidated

2021

Changes in the

B mARMEE (&)

HBE RN T ARERE REFEM
T

statement of Changesin value of the Line item in Line item in
financial position fair value hedging consolidated Amount  consolidated
where the hedging used for instrument Hedge  income reclassified from  income
Carrying amount instrument is calculating hedge recognised  ineffectiveness statement that the hedged  statement
BaEf included ineffectiveness in0Cl recognised in  indludes hedge reserveto  affected by the
Nominal BRHHIAN AVEESD  BARERRE profitorloss  ineffectiveness profitorloss  reclassification
amount Assets Liabiities  &&HERRH WHEEN  WEHHRIE  BIRUERN GAWHENN BAEREETA SEAVEN
EEEa iE 8 MR bbb AVEERE EXURRG  GAlERNER YExeE SAUERER
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AYEER ARAER AREER AREER AREER ARAER ABAER
Currency rate risk
ShERR
Exchange rate forward contracts ] - - Other liabilities - - - - Netinsurance profit - Netinsurance profit
(HKD: USD) liailities held for REEEFER REERTEA
ERgHaH (2% %) sle
AHER-HAF
HEEE
200
Line tem in the
consolidated Changes in the
statement of Changesin value of the Line ftem in Line ftem in
finandial posttion fair value hedging consoldated Amount  consolidated
where the hedging used for instrument Hedge ~ income reclssified from  income
Carmying amount instrument is calculting hedge recognised neffectiveness  statement that the hedged  statement
SAE included ineffectiveness in0Cl recognisedin  ncludes hedge resenve o affected by the
Nominal AEHNIAN ATEERE  BEREMRE proftorloss — ineffectiveness proftorloss  redassfication
amount Assels Liabities  SABHRRAR JHEER  MEMERIR  BRMMERN AEHRERM BHRERTA REAZED
%558 2E 8 WE8 Hedh  ATEERD  BREAED SokERMER ba%Re® HalERER
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AERET A¥aEn EREET EREET ARRET fET AHaEn
Currency rate risk
SHERR
Exchange rate forward contracts W - (1) Other liabltes - - 2 - Netinsurance profit 3 Netinsurance profit
(HKD: USD) lisbltie held fo sae RE£BFEH RELBFEA

EXEHAH(8% %)

EhaE-5Ek
HERR
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B %5 3R A% M i (48

45. OFF-BALANCE SHEET EXPOSURES (conTinuep) BEE BB &R UMV E K (@)

(b) Derivatives (continued) (b) STE T A (8])
(iii) Hedge accounting (continued) (iii) gt (8
(b) Cash flow hedges of foreign currency risk (continued) (b) SHER B AR £ mE (&)
The amounts relating to items designated as hedged items were as follows: FEERKRETIRE SHEWMT ¢

Balances
remaining in the
cash flow hedge

Line item in the reserve from
consolidated hedging
statement of relationships

financial position Change in for which hedge
where the hedged value used for accounting is
item is included calculating hedge no longer applied
BEWHHEE ineffectiveness Cash flow T E e R
MiRE MK AT EEZE L hedge reserve BENR SR
R EIIE B FTHERE RS RERY T HEE B RERTE

HKS Mn B EExT HKSMn B¥EERXT HKSMnBY¥EERD

Currency rate risk

SMERBR

Debt securities investment Other assets - - - -

BBEEHRE assets held for sale

HitEE-RHEHEHE

BE
2020

Balances
remaining in the
cash flow hedge
Line item in the reserve from
consolidated hedging
statement of relationships
financial position Change in for which hedge
where the hedged value used for accounting is
item is included calculating hedge no longer applied
BEREHRIER ineffectiveness Cash flow THERET
WA NEEEZE hedge reserve SIENBRER
BARRKEEE SHE &N D REmEnEE HmiFEHE

HKS Mn B BEET  HKSMnBERBEET HKSMnBRESET

Currency rate risk

4N B B
Debt securities investment Other assets — (3) - -
EREHFRE assets held for sale

HiEE—FEIE
HEEE
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

B RS dR AR MY AR (48)

(c) Capital commitments (o) BEAAEYE
Capital commitments outstanding at 31st December and not provided for in the R12A31 BREMEF REMBREF IR
financial statements were as follows: BEREOHEAREEMNT

2021 2020

HKS Mn B 5T EGISIVIREEEE-

Expenditure authorised and contracted for BROEZ I E L 285 340

Expenditure authorised but not contracted for BRAXHERELD 171 116

456 456

(d) Leases committed but not yet commenced
At 31st December, 2021 and 2020, 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:

(d) EEBEDMARBEBNER
H202146 % 2020612 A31 0 » AE@EE
RAEBAMERRELRRRNEE R HE
PMARRSREABMT :

2021 2020
HKS Mn E¥ B &t G-

Properties IES
Within one year 1EARA 10 3
After one year but within five years 1FEE58R 13 10
After five years 5 AT - =
23 13
Equipment B
Within one year TR - -
After one year but within five years 1FE5FRN - -
Total lease committed but not yet commenced ERERNARBNEERE 23 13

(e) 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.

(e) WBHR
FAEBEREEEXEHBRTELENEZER
B AEERBELEEHTEXN - EEE
BT - REBERA LT ZLENETH
I B AT AR R A A St B iR AR
.
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46. OFFSETTING OF FINANCIAL ASSETS AND LIABILITIES EiFcRmEERSRAE

To mitigate credit risks, the Group enters into master netting arrangements with AEEEEARYFRFDFEAE LRI
same counterparties. Netting agreements provide that, if an event of default REEERR - BB EENOEMN  BBFHE
occurs, all outstanding transactions with the counterparty will be terminated and all Bz MBERZHFIRISLIERAE
amounts outstanding will be settled on a net basis. Except for the event of default, ERSHELUTREE -REEBNOEMHIN
all outstanding transactions with the counterparty are settled on a gross basis and FBRHF 2R 5 G NEREERER BN
generally do not result in offsetting the assets and liabilities in the statement of ARTFNEEMEEBE TG EHEH -

financial position.

The following tables present details of financial instruments subject to offsetting, TRINTRIEH BEBER N FREELE
enforceable master netting arrangements and similar agreements. ZH R HHEORO SR ITAFS -

2021
Amounts subject to enforceable netting arrangements
PREEBRNZBRLERELEH
Effects of offsetting in the consolidated Amounts not set off in the consolidated
statement of financial position statement of financial position
ERRHBRRREE 2 HE YRESAUBRRRAE S 2 L8
Net amounts
presented Amounts not
in the subject to
consolidated enforceable

statement netting

of financial arrangements

position FHR
Gross Amounts  RERHTE Financial Non-cash Cash V3200 Total
amounts offset  ARKPHT  instruments collateral collateral  Netamounts — ZFEEE amounts
BE  E¥zeE LEEH SBIR FREHEAR ReEAR PR RHeCE a5
] HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
A¥EEn  BMEER  AWEEn  RMEER  AWEER  BMEAR  EWEER  RMEER  AWEER

Financial assets SHEE
Derivative assets fTETEEE 2,124 - 2,124 (2193) - (28) 503 657 3381
Placements with and advances to banks ERTORR REH
~ Under reverse repos, securites -BRHRADE
borrowing and similar agreements FEFEAR
with banks ka4 2,0% - 2,0% - (2,09) - - - 2,09
Other asses EfpdE 633 (554) £} - - - 79 - 79

Total 4% 5453 (554) 4,899 (2,193) (2,09) (28) 582 657 5,556
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B R M ()

2021
Amounts subject to enforceable netting arrangements
PREEER N2 BELERE 2 EH
Effects of offsetting in the consolidated

Amounts not set off in the consolidated

statement of financial position statement of financial position

ERREBRRREE 2 HE YREGRUBRREAEE 2L
Net amounts
presented Amounts not
inthe subject to
consolidated enforceable
statement netting
of finandial arrangements
position TR
Gross Amounts  REEHE Financial Non-cash Cash L33 Total
amounts offset  ARKHBHT  instruments collateral collateral  Netamounts ~ ZFEEE amounts
88 E#zeE LELE SHIE FRSEAR  REERR BE  zH2LE 1]
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
A¥EEn  BMEER  EMEEn  BMEER  EWEEn  BMEAR  EMBEn  BMEER  EMEER
Financial liabilities ERER
Derivative labilties fTETARE 4218 - 4218 (2,193 - (59) 2,026 m 5,050
Deposits and balances of banks RO RER
- under repos, securties lending -ABANEEES
and similar agreements with banks feit RIBEE ok 8918 - 8918 - (8.900) (18) - - 8918
Depostts from customers EFER
- under repos, securities lending
and similar agreements with -EERTNDELES
non-vanks et R 612 - 612 - (612) - - - 612
Other ibiltes AtRR 586 (554) /) - - - 2 - EY)
Total a8 14,394 (554) 13,840 (2193) (9,512) (1) 2,058 m 14,612
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B %% R & MY &t (4R )

46. OFFSETTING OF FINANCIAL ASSETS AND LIABILITIES (conTiNUED) KEHERMEERSREA S @)

2020 (Restated)
(E®)
Amounts subject to enforceable netting arrangements
PREZEUN FERERIZE8
Effects of offsetting in the consolidated Amounts not set off in the consolidated

statement of financial position statement of financial position

EGRUBRRREE E

YERGANBMARAAEL SR

Net amounts
presented Amounts not
in the subject to
consolidated enforceable
statement netting
of financial arrangements
position R
Gross Amounts  REAHHE Financial Non-cash Cash BRI Total
amounts offset  AKRZFHT  instruments collateral colateral — Netamounts  ZFEEE amounts
B8 KHZEE LREE SRIE FREHEAR  ReERR FE  REE %
HKS Mn HKS M HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
BEEET  R%EER  AMAET  ABEET  BMEET  R%EEn  AMEER  ABEER  BNEER
Financial assets SREE
Derivative assets fTETREE 6,583 = 6,583 (2,691) = (10) 3882 1,476 8,059
Loans and advances to customers EPEFREH
~under reverse repos, securities
borrowing and similar -HBRPRARENES
agreements with non-banks AR S 129 - 1,29 - (1,290) - = = 1,29
Other assets HfEE 1,299 (1.213) 8 - - = 86 = 8
Total 28 9172 (1213) 7959 (2,691) (1,290 (10 3,968 1,476 9,435
Finandial liabilities SHER
Deriative liablies fETERR 8,108 - 8,108 (2691) - U] 5410 4908 13016
Deposits and balances of banks nERRER
- under repos, securties ending and similar ~ ~EF{THEELES
agreements with banks BRI R 5470 - 5470 - (5.449) 21 - = 5470
Deposts from customers ZFEH
-~ under repos, securities lending
and similar agreements with -EERTEESES
non-banks e 4500 - 4,500 - (4500) - - - 4,500
Other fabiltes £hafE 1246 (1213 B - - - B = 3
Total % 19,324 (1213) 18111 (2,691) (9,949) (28) 5,443 4908 23,019
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R )

47.NOTES ON CONSOLIDATED CASH FLOW STATEMENT Z8HE&RERK=

(a) Cash and cash equivalents ) RERZEFHELER
(i) Components of cash and cash equivalents in the consolidated cash flow () EFeRenERNBRERERRASE
statement B B4R

2021 2020
HKS Mn B¥ B E T EGICI -V

Cash and balances with banks with original RABRAEIEAAAZES R

maturity within three months ERITNET 43,211 43,025
Placements with and advances to banks with JRAERRR & 318 A AR TERITEI F R
original maturity within three months P& 73,012 64,743
Treasury bills with original maturity within three
months JRZAEARR 75 318 A LA R 6 B /5 £ 5 3,774 4,807
Certificates of deposit held with original
maturity within three months JRAEABR 43 3 1 A AR 2 #5 8 B 77 58 - 237
Debt securities with original maturity within
three months [RAHARR & 318 A AR EIS E 5 646 887
Add: Cash and balances with banks m:eEEREELELE]
included in “Assets held for sale” (B1#55) MR & K
(Note 55) TERITH T 3 3

120,646 113,702
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B RS AR M AR (&)

47. NOTES ON CONSOLIDATED CASH FLOW STATEMENT (conTiNUED) ZRE R ERERM T @)

(a) Cash and cash equivalents (continued)
(i) Reconciliation with the consolidated statement of financial position

() BERERBELER @)

(i) BEREHMBAR KL K

2021 2020
HK$ Mn ¥ EE T ISRV
Cash and balances with banks (Note 24) Re RERTNERT (HE24) 55,088 56,377
Placements with and advances to banks
(Note 25) FERTTEVF R R B (M7 25) 74,742 66,849
Treasury bills, certificates of deposit held and
debt securities BERS BEEREREBES
— trading assets (Note 27) -RGBEEE (MiZ27) 1,632 309
— investment securities (Note 29) —REBF (M1529) 145,723 141,620
147,355 141,929
m: BEEFSEELEEE]
Add: Cash and balances with banks included in (B1#55) MR & RAEIRTT
“Assets held for sale” (Note 55) W& 3 3
Certificates of deposit held — investment
securities included in “Assets held for BREEIFEELEREIRE
sale” (Note 55) FRE—RER S (5 55) 690 =
Debt securities — investment securities
included in “Assets held for sale” BREEIFAELEEE]EY
(Note 55) EHF-REBH (Hi255) 1,186 22,464
Amounts shown in the consolidated statement
of financial position TR EMBRRRINTHETE 279,064 287,622
Less: Amounts with an original maturity of
beyond three months W RABRAIERN NS (146,538) (160,549)
Cash balance with central bank subject to ZHRERHNERRRITHR S
requlatory restriction ®15 (11,880) (13,371)
Cash and cash equivalents in the consolidated ~ 4R &R ERERANBR S LER
cash flow statement REIEA 120,646 113,702
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B R M ()

(b) REMEZTHELENEB/ZH K
TRIBAEEERETHELNEEL S
B AERERFIRE LD RAREE
BELNARREASENGARSRER
R BREBEEHELNRSRIK IR
SRELMARE -

(b) Reconciliation of liabilities arising from financing activities
The table below details changes in the Group’s liabilities from financing activities,
including both cash and non-cash changes. Liabilities arising from financing
activities are liabilities for which cash flows were, or future cash flows will be,
classified in the Group's consolidated cash flow statement as cash flows from
financing activities.

Debt Interest Interest
securities Loan rate swaps  rate swaps
issued capital held to held to
Deht accrued accrued hedge hedge
securities Loan interest interest Lease horrowings  borrowings
issued capital payable payable liabilities (assets)  liabilities
201 2413
BEf HnERE  HAERN
f¥Es  REER MERS xRS
FEER 2REHRE  2EEHAIE AH(EE) AHAR
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EBEET ABEER ABEER E¥BET E¥EER
At 1st January, 2021 R2021%1518 5,057 10311 89 102 936 (45) - 16,450
Changes from financing cash flows BEEERLTNED
Issue of debt securiies EERES 692 - - - - - - 692
Issue of loan capital BEEAR - - - - - - - -
Redemption of debt securites issued RS o - - - - - - G
Redemption of loan capital BOCREEER - (3,898) - - - - - (3.899)
Interest paid on loan capital ZREEERTIE - - - (391) - - - (391)
Interest paid on debt securites issued ZABENERESHE - - (125) - - - - (125)
Payment of lease liabilties ZHREEE - - - - (388) - - (388)
 Toaldangsfonfirendrgashfons  REREREROZOER e L N O B S 1L 8
Exchange adjustments B 8% 104 104 - - 8 - - 216
Changes in fair value INEHE &) @ - - - - - 2 @
Revaluation under hedge accounting HhetEnaft - (38) - - - 45 - 7
Interest expenses HEXH 2 9 131 368 29 - - 539
Increase in lease liabiltes from entering EEMUARE S RERR
into new leases during the year £ - - - - 299 - - 299
(. foeloterchanges RERBAE m B L W B TR 1059
At 31st December, 2021 R2021%128318 5,847 6,488 95 79 884 - 2 13395
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B %% R & MY &t (4R )

47. NOTES ON CONSOLIDATED CASH FLOW STATEMENT (conTiNUED) ZRE R ERERM T @)

b)) REMETBDEENEBZHIR

(b) Reconciliation of liabilities arising from financing activities (continued)

(%)
Debt Interest Interest
securities Loan rateswaps  rate swaps
isstied 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
ElE Rl
BEf HAERG  HRER
BEf EfEs  EEEL FERE  FiERS
BREs  EEER EHHE ZEHAIE BEAE AN(ER)  ANBR 2%
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HK$ Mn HKS Mn
AEET A¥EET WBEEr R%EEn BMEET A¥AER A%EET ABEER
At 1st January, 2020 R2020%151A 3181 10,238 84 2113 1,107 (113) 21 14,737
Changes from financing cash flows RHBERERNEE
Issue of debt securities EERES 1,867 - - - - - - 1,867
Issue of loan capital BREER = 463 = = = = = 463
Redemption of debt securities issued BEREAERES (163) - - - - - = (163)
Redemption of loan capital BEEB{IEEEA - (4651) - - - - - (4,651)
Interest paid on loan capital THEEEAT S - - - (560) = = = (560)
Interest paid on debt securities issued ZHEEMEREFMNE - - (17 = = = = (117)
Payment of lease liabilties XNHERR - - - - (444) - - (444)
 Toddangsfonfrancrgshfons - REREREROZEER L R (N - B .. H B
Exchange adjustments EiAE 170 53 - - 2 = - 249
Changes in fair value ATEEEY - - - - - - - -
Revaluation under hedge accounting HheTEnES - 3 - - - 68 (27 74
Interest expenses FlExi 2 6 122 449 3% - - 614
Increase in lease liabilties from entering EEMUNRESBRERE
into new leases during the year £m - - - - M - = M
 Joeloherchanges ReRBRE m ! N oo . “ mo 6 @ 1M
At 315t December, 2020 R2020512A318 5,057 10311 8 102 936 (45) - 16,450
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48. ASSETS PLEDGED AS SECURITY A{EEHF RMNEE

The following assets have been pledged as collateral for own liabilities at the end of RIEMBAKR  ATEELERIERAFEE
the reporting period. IR o

2021 2020
HKS Mn B¥ B E T EGCIV -

Secured liabilities BERAR 9,530 9,969
Assets pledged: BEREE -
Investment securities REES
— BB 2 Y A R
~ measured at FVOC| NYEEFE 9,950 10,510
— measured at amortised cost — REHK ARG E - 103
9,950 10,613
The following balances with banks have been pledged as collateral for securities AT HIRITHEMBERIEEREERITETA
borrowings and margin deposits of derivatives. FRES 2 ERMm -
2021 2020
CLIVOR-LEY- Pl HKS Mn BB BETT
Cash collateral for borrowed securities REESFEENReERD 3 20
Margin accounts for open futures and forward AR BE RGO
contracts FREP 3,889 10,025
3,892 10,045
These transactions are conducted under terms that are usual and customary to IER P2 ERBR—RREEZEERR

standard lending and securities borrowing and lending activities. BHEEZFH#ET -



350 The Bank of East Asia, Limited | Annual Report 2021

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
B %% R & MY &t (4R )

49.LOANS TO DIRECTORS AND ENTITIES CONNECTED WITH DIRECTORS
EERREESTHEREBNER

The aggregate of loans to directors of the Bank and entities connected with RBECR BNEHI) S 383(1) (d) iR R (AR (H
directors disclosed pursuant to Section 383(1)(d) of the Hong Kong Companies BEENRER) RBDEIMRTE » R17E
Ordinance and Part 3 of the Companies (Disclosure of Information about Benefits of ENEEEEHEER EREBEEENT

Directors) Regulation, are as follows:

2021 2020
HKS Mn E¥ EE T EGEISIVIREL =E-P

Aggregate amount of relevant loans outstanding

at 31st December HEEFR12 A31 B R EFE
By the Bank HIRITIE 1,749 698
By subsidiaries YNGR = - =
1,749 698
The maximum aggregate amount of relevant
loans outstanding during the year FENEBER &R EREHE
By the Bank HRIRITIE 2,977 3,233
By subsidiaries Yy pNGIE = - =
2,977 3,233
As at 31st December, 2021 and 2020, there was no interest due but unpaid and the M20214F12 A31H k2020412 A 31
impairment allowance made against these loans as required under HKFRS 9 were R OSFEBBAENTE  BHZSERZ
insignificant. (EEUBREEL)DFE IRAIEL 2 RELE

BRTEKXA

50. MATERIAL RELATED PARTY TRANSACTIONS BB(ALTHERR S

(a) Key management personnel remuneration () TEEEABHM
Remuneration for key management personnel of the Group, including amounts AEBTRERASHN EREEME
paid to the Bank’s directors as disclosed in Note 21 and certain of the highest paid QBN FATES RERFE22$
employees as disclosed in Note 22, is as follows: PIBEBEXMNTATETREFMERNEHE
R

2021 2020
HKS Mn B¥ BE T GO -V

Short-term employee benefits EEE B R 182 152
Post-employment benefits B BRINAEA 8 8
Equity compensation benefits % ) 463 18 12 ] 19 11

209 171
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(b) The Group maintains certain retirement benefit schemes for its staff as per Note 2(y)
(iii). In 2021, the total amount of contributions the Group made to the schemes was
HK$200 million (2020: HK$201 million).

The Group enters into a number of transactions with the Group’s related
parties, including its associates, shareholders with significant influence, 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:

Key management
personnel
TEEBAR
2020
HK$ Mn
BEREL
Interest income FIEMA 18 48
Interest expense FIEXH 45 9
Amounts due from B ATHRR 1,847 2,512
Amounts due to REBHATHTE 2,209 1,242
Maximum amounts due from BB ATHRERK 2,057 4330
Maximum amounts due to REBALRERTE 5,234 4,807

Committed facilties to BTEERR 395 974

(b)

B RS dR AR MY AR (48)

AEBEAHBBRESE TRKRETS - I
B FA B & 2(y)Gil) B2 55 1A 2021 F Q) - AN E
HZ S M HRBE A B 28T (2020
F B 2018T) -

REBHEAFBMATETZEARS  ZFA
TEREMERR BFEAFENZIER Kk
FTETRABEEERERE R¥ZFAL
IS RBEAFENNAT - ZERH
BREIZEFATEFRARBMEARREES -
AETERREENFIX  9ZRRE TR\
BRFEFBEK

FERN - ANEBE YRR A P UREUER )
ME - REFRAEALORKRRERA
THFR  REFEABBATIRSRAR
REGEE A TR RS RARLEIT

Shareholders with

Associates significant influence

BEQR BFEAYENZRR
2020 2020
HKS Mn HK$ Mn
BBEETL BBEET
76 52 - =
- 2 - 1
1,767 1473 4,187 842
329 132 44 49
2,517 2,471 8,863 7434
487 639 745 200
1,807 1,200 - -
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51. EQUITY COMPENSATION PLANS B% 17 18 {& 51 2l

The Bank has adopted Staff Share Option Schemes whereby the Board of the Bank RTAERANEERRAERESTGANE
may at its discretion grant to any employees of the Group, including Executive BHRRETAEE 2 EMER - BIFENT
Director and Co-Chief Executives, options to subscribe for ordinary shares of the EERBEITRAR  ARBARITEBRK
Bank. All options were granted for nil consideration. 5 o FTARRELAEF BRI AL -
(a) Particulars of share options (a) RREFE
Date of grant Vesting period Exercise period Exercise price
BTAEH B¥H T per share
BRTEE
HK$ &% T
03/5/2013(T3) 03/5/2013 - 02/5/2016 03/5/2016 - 03/5/2021 31.40
02/5/2014(T2) 02/5/2014 - 01/5/2016 02/5/2016 - 02/5/2021 32.50
02/5/2014(T3) 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(T2) 04/5/2015 - 03/5/2017 04/5/2017 - 04/5/2022 34.15
04/5/2015(T3) 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(T2) 08/4/2016 - 07/4/2018 08/4/2018 - 08/4/2023 28.45
08/4/2016(T3) 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(T2) 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(T2) 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
19/7/2019(T1) 19/7/2019 - 18/7/2020 19/7/2020 - 19/7/2025 22.45
19/7/2019(T2) 19/7/2019 - 18/7/2021 19/7/2021 - 19/7/2026 22.45
19/7/2019(T3) 19/7/2019 - 18/7/2022 19/7/2022 - 19/7/2027 22.45
07/4/2020(T1) 07/4/2020 - 06/4/2021 07/4/2021 - 07/4/2026 16.58
07/4/2020(T2) 07/4/2020 - 06/4/2022 07/4/2022 - 07/4/2027 16.58
07/4/2020(T3) 07/4/2020 - 06/4/2023 07/4/2023 - 07/4/2028 16.58
13/4/2021(T1) 13/4/2021 - 12/4/2022 13/4/2022 - 13/4/2027 17.08
13/4/2021(T2) 13/4/2021 - 12/4/2023 13/4/2023 - 13/4/2028 17.08
13/4/2021(T3) 13/4/2021 - 12/4/2024 13/4/2024 - 13/4/2029 17.08
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(b) Movement of share options during the year (b) FARBREZ2E

2021 Number of share options 2t £ B
Exercise price  Outstanding Outstanding
Date of grant Tranche per share ELRVAVPIPA Granted Exercised Lapsed at 31/12/2021
020215 202145
1A18 12A31H
R¥EH BRITHEE I8 RATE BAX 18 R AT R

HKS &% T

03/5/2013 T3 31.40 1,840,000 - - 1,840,000 -
02/5/2014 T2 32.50 1,942,000 - - 1,942,000 -
02/5/2014 T3 32.50 1,953,500 - - 50,000 1,903,500
04/5/2015 T 34.15 2,030,000 - - 2,030,000 -
04/5/2015 T2 34.15 2,030,000 - - 50,000 1,980,000
04/5/2015 T3 34.15 2,005,746 - - 50,000 1,955,746
08/4/2016 T 28.45 1,064,000 - - - 1,064,000
08/4/2016 T2 28.45 1,996,000 - - 50,000 1,946,000
08/4/2016 T3 28.45 2,096,500 - - 50,000 2,046,500
07/4/2017 T 32.25 2,130,000 - - 50,000 2,080,000
07/4/2017 T2 32.25 2,130,000 - - 50,000 2,080,000
07/4/2017 LE] 32.25 1,600,500 - - 37,500 1,563,000
10/4/2018 T 32.25 2,225,000 - - 100,000 2,125,000
10/4/2018 T2 32.25 1,663,500 - - 50,000 1,613,500
10/4/2018 T3 32.25 1,673,000 - - - 1,673,000
19/7/12019 T 22.45 1,543,500 - - 50,000 1,493,500
19/7/12019 T2 22.45 1,543,500 - - - 1,543,500
19/7/12019 T3 22.45 1,550,500 - - - 1,550,500
07/4/2020 T 16.58 1,778,165 - - - 1,778,165
07/4/2020 T2 16.58 1,785,328 - - - 1,785,328
07/4/2020 T3 16.58 1,818,336 - - - 1,818,336
13/4/2021 T 17.08 - 1,443,797 - - 1,443,797
13/4/2021 T2 17.08 - 1,443,906 - - 1,443,906
13/4/2021 T3 17.08 - 1,448,850 - - 1,448,850
Total 4258 38,399,075 4,336,553 - 6,399,500 36,336,128
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51. EQUITY COMPENSATION PLANS (conTINUED) BR 40 ff & 5T 2 (@)

Annual Report 2021

(b) Movement of share options during the year (continued)

(b) FARKEZZE (&)

2020 Number of share options 2B £ B
Exercise price Outstanding Lapsed/ Outstanding
Date of grant Tranche per share at 1/1/2020 Granted Exercised Cancelled at 31/12/2020
R 2020% R2020%
1A1AR 12A318
BYEH #5 BRITRE RATTE ERT BT EBAR/BH#H HATTE
HK$ BT
10/5/2012 3 28.99 1,172,000 - - 1,172,000 -
03/5/2013 2 31.40 1,114,000 = = 1,114,000 =
03/5/2013 3 31.40 1,840,000 - - - 1,840,000
02/5/2014 T1 32.50 1,812,000 - - 1,812,000 -
02/52014 T 32.50 1,942,000 = - - 1,942,000
02/5/2014 3 32.50 1,953,500 = = = 1,953,500
04/5/2015 T1 34.15 2,030,000 - - - 2,030,000
04/5/2015 T 34.15 2,030,000 - - - 2,030,000
04/5/2015 3 34.15 2,005,746 = - - 2,005,746
08/4/2016 T 28.45 1,064,000 - - - 1,064,000
08/4/2016 T2 28.45 1,996,000 - - - 1,996,000
08/4/2016 T3 28.45 2,096,500 - - - 2,096,500
07/4/2017 T 32.25 2,130,000 = - - 2,130,000
07/412017 T2 32.25 2,130,000 - - - 2,130,000
07/412017 T3 32.25 2,140,000 - - 539,500¢ 1,600,500
10/4/2018 T 32.25 2,225,000 = - - 2,225,000
10/4/2018 T2 32.25 2,225,000 = = 50,000
511,500 1,663,500
10/4/2018 3 32.25 2,237,500 - - 50,000
514,500 1,673,000
19/712019 T 2245 1,947,000 - - 403,500 1,543,500
197712019 T2 2245 1,947,000 - - 403,500 1,543,500
19/7/2019 T3 2245 1,956,000 - - 405,500 1,550,500
07/4/2020 T 16.58 = 1,778,165 = = 1,778,165
07/4/2020 T2 16.58 - 1,785,328 - - 1,785,328
07/412020 3 16.58 - 1,818,336 - - 1,818,336
Total £58 39,993,246 5,381,829 - 6,976,000 38,399,075
#  Share options were forfeited and cancelled. BRI 5T FH BB IRIE ©
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(c) There were no share option forfeited and cancelled during the year ended 31st  (€) #Z 20214 12 A31 B 1 F & 7 I £ ¥ 5

December, 2021. In 2020, the following share options were forfeited and cancelled. SH 0 R 65 B SR AR ME o £ 2020 4F - WSS
FEEHA AT
No. of share
options forfeited Exercise price
Date of Grant Tranche and cancelled per share
RTEH RREHE BRITEE
HK$ & ¥ T
07/4/2017 T3 539,500 32.25
10/4/2018 T2 511,500 32.25
10/4/2018 T3 514,500 32.25
19/7/2019 T1 403,500 22.45
19/7/2019 T2 403,500 22.45
19/7/2019 T3 405,500 22.45

52. ACCOUNTING ESTIMATES AND JUDGEMENTS & &1 5t 5% I Bt

In preparing these consolidated financial statements, management has made ERHUAREVBEREN  EEELDIEY
judgements, estimates and assumptions that affect the application of the Group’s ETHRAAEES A BRRMERNE
accounting policies and the reported amounts of assets, liabilities, income and E AfF BARIHZeERBEAYEN
expenses. Actual results may differ from these estimates. HIE - EFIRTE - RAREREZEMAETA

BE AR o

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions st RABRA R TE & & IER AT « it 21828
to estimates are recognised prospectively. TEWBPER -
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=

52. ACCOUNTING ESTIMATES AND JUDGEMENTS (CONTINUED)

4

=
=

.I_

fd 5t & H B (@)

(a) Key sources of estimation uncertainty
Notes 32, 39 and 44 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:

0

(ii)

(iii

=

Impairment losses

Note 43(a)(viii): impairment of financial instruments involves determining inputs
into the ECL measurement model, including incorporation of forward-looking
information.

Note 31: 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.

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. 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 pricing models. 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 estimation are usually required for selection of the
appropriate valuation model, assumptions and inputs to be used.

Provisions for tax uncertainties

The Group makes provisions for tax uncertainties by either estimating the most
likely amount, which is the single most likely amount in a range of possible
outcomes, or the expected value in a range of possible outcomes. The estimate
could be different from the actual results of resolution. Any increase or decrease
in the provision would affect profit or loss in future years.

(@) A TRBRERENETERIR
MizE32 - 39MAM4B M BEAEERE &
FREMNAFEEMNSRTANQFEED
BELREBRBER - B TEERRMHEA

FERRMAT -
(i) mEEKX

(ii)

(iii

=

B 5E 43(@)(viii) © & Rk T EORES RORTE
BHEERATEBUNTERE 8

AR AR -
M3 BAARRENREIREE

EFHERENEARHE - RMEERFE
FARBRAMEELNEH RS RARE -

SRIANME

AEBS SR T ABENSARRIE
W2 - 2T ANAFEEIERE
RAZ XM HRE - AIFEER
SAEXZMEBMTAME @ RIREL
R/ZHEHNRE - MERAEEMLE
TR AREFABEEXAEE
AFEE - HEEXBEFRERRS
MEWHREN - UREATISEZ R
MWHEGEES - BAOERAERTE
ABRANEZ2HARELTSPER
B MBBRTSEBREFEAE -
FERBRRMEFT S - ZEENAB
EEMIFABERZSENGEERS &
ZEEERARS 8 MR A RS
MEEE ST AN D FEE  —RM
5 EEENSHREEENEERS
BRR2H -

BT HEE 12 B
AEBHRGE 2 THEEEEARKA
Bt AR AR LM TRMEERARE
BN EH A - AFHE LR B
BRBEEZR - BUBREMIE MR
FERRFENRL -

=
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(b) Critical accounting judgements in applying the Group’s accounting
policies
Certain critical accounting judgements in applying the Group’s accounting policies

B RS dR AR MY AR (48)

(b) "EBMEASTHENERSHH
-}

N

SEEASHBRRNETEZ S HEW

are described below: N

(i) Classification of financial assets () 2MEESHR
Note 2(h)(ii): assessment of the business model within which the assets are held M 2(h)(ii) : FHE B B EN R E KA
and assessment of whether the contractual terms of the financial asset are SPPI MeMEESNRATETERRAE R
on the principal amount outstanding. BREEEROFN BT -

(i) Measurement of ECL (i) EHEERKTE
Note 43(a)(viii): establishing the criteria for determining whether credit risk B 5 43(a)(viil) : BT IZELURE S BE
on the financial asset has increased significantly since initial recognition, ENEERBREE LIBRERFLE X
determining methodology for incorporating forward-looking information into 835 00 2 il FE AR AR A B RTRE 5T 8
measurement of ECL and selection of models used to measure ECL. TEEERANEN B BER NG E

TEEERK -

(iii) Recognition of deferred tax assets (iii) BERIREE 2 R
The Group recognises deferred tax assets only to the extent that it is probable JRFEAR IR A 8L FE AR B s | T AR SR IR
that future taxable profits will be available against which the asset can be EHRIEEENBERLT  AEEABRIE
utilised. Estimates and judgements are applied in determining the amount of ETRIR B E o 1278 & AR RER B A 8
future taxable profits and the probability that such future taxable profits are SENLE AR IR - A E RABER]
available in the foreseeable future to support recognition of the deferred tax R 28 TR AR 2R e AR A g ) F] 75 32 B e
assets. The Group uses all readily available information, including estimates RELELERIAEE - ASBEERAMAEE
based on reasonable and supportable assumptions and projections of revenue AHNER  BERBEABRAIXHZR
and operating costs, in determining future taxable profits. Changes in these RAME WA R T B AR 5 AEE
estimates could significantly affect the timing of deferred tax asset recognition RIRFERTUE A o L Z TR Z AT aE
and the amount of asset recognised. HIELERIBEERANKE R EERR

MeBAEBARE -
53. COMPARATIVE FIGURES tE B & =F
Certain 2020 comparative figures have been restated to conform to current year's ETF 2020 F L BB FHEBEERAFE R

presentation. Please refer to Note 7 and Note 46 for the effect of restatement.

F
Ffr

EHE2RTR - F2HMET RETE46T
M ERTE
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54.NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD
BRABNBEHERBRNEHF

After the end of the reporting period the directors declared a second interim
dividend. Further details are disclosed in Note 19(a).

On 28th January 2022, the Bank announced that it intends to repurchase 8.43%
of the Bank’s total number of issued shares beneficially owned by Elliott Investment
Management’s affiliated entities (the “Elliott Parties”) (the “Share Buy-back”). The
Share Buy-back constitutes an off-market share buy-back by the Bank under the
Code on Share Buy-backs issued by the Securities and Futures Commission of Hong
Kong. The price for each share to be bought back shall be HK$11.78 and the total
consideration for the Share Buy-back shall be HK$2,904 million. This transaction
will be settled in cash by the Bank from its internal resources, and upon completion,
the shares being acquired will be transferred to the Bank and cancelled. The Share
Buy-back will result in an increase in the consolidated net asset value per share
attributable to the Bank’s shareholders of approximately 6% based on the audited
consolidated statement of financial position as at 31st December, 2021. A circular
for the possible off-market share buy-back will be dispatched on or before 11 March
2022, followed by an extraordinary general meeting (“EGM”) to be held in the
near future. As at the date of this Annual Report, the Share Buy-back is subject to
certain conditions including the approval from at least three-fourths of the votes by
independent shareholders present in person or by proxy at the EGM.

55. ASSETS HELD FOR SALE HHEELEEE

EENHEMARBREIRESE —RPHKR
B FBEEEME 19 FRE -

202241 A28 8 AT B HElliott
Investment Management 2 Fff & 22 7] ([ Elliott
7R AERRG (TROEIFE]) @ AERAK
TEBITRHBEENS43% - RNEBEESR
BEARAECEBERZESRMORMNDE
BE<F Al TR ATTRISINR (D BB - B D
BEREBE TS MKHEENEARE
R 29.04187T © LLIRR 5§ B ARTTREL
BRAR S - RHTEHKE - BIBRG K
ERT AT TIARE S o RIBARKEMN 2021
FI2ANBNRERGFEEEEABR K
D EE AT IR A BRRREIEREEEFE
6% o B BB 5 INETTAR 17 [ B8 10 38 1R
#F 202243 A 11 Bel 2 R &7 & - BE1RIERE
HARTRREFRAE - RAFHRED - KR
DEEAEFE TIRG  BERREIARE L
BHREIZERRHEENBLIRRERER
RAAELEDOS 2 ZRHHE -

The assets held for sale and liabilities held for sale after elimination of inter-
companies balances are summarised below:

FAEELEZEERAE  ITHHEREE
BTEBRARZEANXZHEMT

2021 2020
LGP HKS Mn B¥EEE T

Assets held for sale (Note 34) BEELEEE (f1:i£34)
Disposal groups held for sale (Note) REEHEHRR () 2,232 26,620
Other properties Hith ¥ % 32 37
2,264 26,657

Liabilities held for sale (Note 37) BEELEBEWZE37)
Disposal groups held for sale (Note) BAELEAR(Z) 1,637 26,864

Note:
2021: Include Blue Cross (Asia-Pacific) Insurance Limited

2020: Include BEA Life Limited and legacy life insurance portfolio of Blue Cross (Asia-Pacific)
Insurance Limited. The sale of BEA Life Limited was completed on 1st September, 2021. The sale
of the legacy life insurance portfolio of Blue Cross (Asia-Pacific) Insurance Limited is still subject
to both regulatory approval and consent of the Hong Kong court at 31st December, 2021.

it

2021 : B1EE+F (ZX) REFRA A

2020 : BERZAZREERAFARE+F (E
) R B IR A FIFFIE BB FIBAN BIRG E F5 4
B R2021F9A1H  FEBETHK L ERE
ABRBHRLA] - R2021F12/31H - HE
E1F(ZEX)RBERA AHIFISABREREF
MBI BB 1T B EA I ER BB A FAE
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The assets and liabilities of the disposal groups held for sale after elimination of BREFELEZHEEENEENERE - 1Tl
inter-companies balances are summarised below: HEAEEBE TERARZENRSHMEN
T
2021 2020
HKS Mn B EE T IS -V
ASSETS EE
Cash and balances with banks RERERTOET 3 3
Investment securities HEES 1,926 25,920
Fixed assets BEE&E 34 9
— Investment properties —REME - =
— Other properties and equipment —HimERBE 33 9
— Right-of-use assets —EREEE 1 =
Goodwill g 14 _
Other assets HihEE 255 688
Assets held for sale REELHEEAE 2,232 26,620
LIABILITIES &f&
Derivative liabilities FTETRAEE - 1
Current taxation RERIE 4 39
Deferred tax liabilities EEHIBEE 5 1
Other liabilities Ha @ 1,628 26,823
Liabilities held for sale HAEEHEER 1,637 26,864
As at 31st December 2021, the total equity of the disposal groups attributable to R20215F12A318  AIEBRASEZH
the Group was HK$770 million (2020: HK$2,688 million). EHEAENIREEREEAB 7.7 18T (2020

B 26.8818TT) °
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B mARMEE (F)

55. ASSETS HELD FOR SALE (conTinueD) i HEHEEE @)

Investment Securities

REFES

Mandatorily
measured at Measured at
FVIPL  Measured at FVOCI amortised cost
REBHUEE

BEHZBBRRN g8 AR R REH
RBATFEETE AVEENE RAG & ag
HKSMn BB EET HKSMnB%EERT HKSMnB¥EET HKSMn B¥EER

Certificates of deposits held BAGENE
Debt securities EBES 26 1,160 - 1,186
Equity securities fRrin & 50 - - 50
76 1,850 - 1,926
2020
Mandatorily

measured at Measured at

FVTPL Measured at FVOCI amortised cost Total
RRAEMZE

B RRBARL Wi oA R REH
RBATEEFE RTEEE HAGHE 2%
HKSMnEBEEL  HKSMnAREET  HSMnEEBET  HMnBBEETR
Debt securities [EBES 1272 19,088 2,104 22,464
Equity securities PSIEEE 1,026 - - 1,026
Investment funds REES 2,430 - - 2,430
4,728 19,088 2,104 25,920

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

HREEMZAREANZ

ZRFTRAIT ¢

2021
HKS Mn B BE T

(36)

FRRKAEHEANEEf2ERENER

2020

HKS Mn BB &L

707
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56. EXPOSURES TO INTERBANK OFFERED RATES #R 1T & 2 1F & R = & k&

TR TEZE2021F12 831 B2 EF|
REEMNARBEEEREEN KNSR
TAZHE UYTEREERERZAEH
MERT A - SREENMBENSEARE
BRFEIR  MATETARARESHEIIR -

The following table shows outstanding amounts of financial instruments referencing
the interest rate benchmarks that have yet to transit to alternative benchmark rates
as at 31st December 2021, excluding the financial instruments that will expire
before the transition date. The amounts of financial assets and liabilities are shown
at gross carrying amounts, and derivatives are shown at notional amounts.

2021
Gross Carrying Amount/Notional Amount
FHESE/ 2548
Bank Bill
$G Swap Bank Bill  Benchmark Other
USDLIBOR  EURLIBOR  GBPLIBOR HIBOR  OfferRate  Swap Rate Rate IBOR
ESE - B Ar  #EER 2t
fE% ROEE  ROEE  RAEE  FMx  RARE  BARE  RORE
KENE  FENE O KRERE O FERE O BENE O BEAE BERE HREAE
HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn HKSMn ~ HKSMn
EBEET ABEEn ABEEn AMEEn EMEEn BY¥EEn B¥EEn E¥EER
Assets &E
Loans and advances to customers RFEFR2H 36,270 1 5444 209,803 3,840 2,184 - 14,967
Placements with and advances to banks ERONETRER 457 - - 4,860 - - - -
Negotiable debt instruments held, including ~ EREEWEZEHIE
negotiable certifcates of deposit DEIERENE 9% - - 550 - 2,078 - -
Total Asset EE4E 40,935 1 5,444 215,213 3,840 4,262 - 14,967
Liabilities 8k
Deposts from customers EPEH - - - 1918 - - - -
Certficate of deposit and debt securitiesssued BT REHES 2713 - - 30 - - - -
Total labilities fEEE 2713 - - 2,148 - - - -
Derivatives fI4TR
Interest rate swaps ket 60,612 - - 78,535 1m 10,544 599 10,19
Cross currency swaps RNEREH 2,889 - - 1,458 - 2,406 1,148 229%
Other derivatives Hftfi TR 234 - - 1317 - 28 - -
Gross total derivatives FETEBE 63,735 - - 81,310 1m 12978 174 12,49
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56. EXPOSURES TO INTERBANK OFFERED RATES (conTINuED) $R 1T B 2 37 & R R & k& ()

The Group has fair value hedge accounting relationships maturing beyond the AEBH AT EBES PG BAERERITRE
anticipated cessation date for IBORs. Significant judgement will be required in PFrE R RO TEHLRIE BB BIE - AR E (] s
determining when uncertainty is expected to be resolved and when targeted relief RERRR A RITRI R BN RME PSR
will cease to apply. As at 31st December 2021, the Group believes uncertainty BERZ WEIFEREHEHE  RERE
continues to exist as to when and how the replacement may occur with respect AAE - R2021F12A31 8 A&EBRR
to the relevant derivative hedging instruments, and so the targeted reliefs apply to B BAOTHE S T AL (] 5 LA S AR el 1 T (AT
the Group’s hedge accounting relationships that reference benchmarks subject to GETHEEMN - it FRAHREZERANESE
reform or replacement. BB EHEE  ERHN2EELAT
BE R EUL ©
As at 31st December 2021, the details of derivative instruments designated in MR2021F12 318 - FR&ES T EHRITE
fair value hedge accounting relationships linked to IBORs, excluding the derivative EFREANEBANKRATBEEFS AR
instruments that will expire before the transition date, are as follows: HENITAETR  ENEESERERZA

FEWTAET A

2021
Notional Weighted average
designated exposure years
EEEREHE NRE R 3 AR S 1
HKS Mn B¥EE T

Interest rate swaps 7| 2R 4= 5
USD LIBOR ETRBRITEERE X 49,680 3.90
Bank Bill Swap Rate RITRITE I BFI= 10,529 0.96
HIBOR BBRTRERENE 2,541 0.16
Bank Bill Benchmark Rate MAEMITRITRBREERE 599 0.02
SG Swap Offer Rate BTN T I B A 173 0.01
Other IBOR EiRTRIERFETE 4,632 0.21

68,154 5.26
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57. POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 31ST DECEMBER, 2021
EEZE2021512A31 BEFEAC AR EBMARERMNIEE - HEMNBEAEENTRELE

Up to the date of issue of these financial statements, the HKICPA has issued a BEEWEHBRER2EMBE  BEGR

number of amendments to standards and new standards which are not yet effective REE®RM T ZIEET RER  BREE

for the year ended 31st December, 2021 and which have not been adopted in these R ERIRNE R 2021612 A31HIEE

financial statements. These include the following which may be relevant to the FTEE MARER - Eik i R ERR UL EH S

Group. R o ATRLERAKE B R 2 B FT TR
T e

Effective for accounting periods

beginning on or after

HE MBI AREER

Amendments to HKFRS 3, Reference to the Conceptual Framework 1st January, 2022
(BEMBMERERDEIR BT HICELRZ 5/t 2022%1A1H
Amendments to HKAS 16, Property, Plant and Equijpment: Proceeds before Intended Use 1st January, 2022
(BRETEANE6FZERYE  BERKE - BERAHZHE] 2022%1A1H
Amendments to HKAS 37, Onerous Contracts — Cost of Fulfilling a Contract 1st January, 2022
(BRGEADE IR 2B BREEA - BiTEKHHE] 2022 1A1H
Annual Improvements to HKFRSs 2018 — 2020 Cycle 1st January, 2022
BRE(ERMBRERER) 2RI 2018 £ 2020 AR 202261818
Amendments to HKAS 1, Classification of Liabilities as Current or Non-current 1st January, 2023
(BREGHEADE VK2 ERT NP RFTEE BT 2023F1A1H
Amendments to HKAS 1 and HKFRS Practice Statement 2, Disclosure of accounting policies 1st January, 2023
(BRGHEADE 1 KR BEBUBRELRNERRE)FE 2R IER] [ BH B R KE 2023F1R1H
Amendments to HKAS 8, Definition of accounting estimates 1st January, 2023
(BRG RRDFE SR ZERT [ B 712 EH ] 20231 A1H
Amendments to HKAS 12, Deferred tax related to assets and liabilities arising from a single transaction 1st January, 2023
(BRGHRADE 2R B [HE—XRGHELZBEERERHHELERE) 20231 A1H
HKFRS 17 and amendments to HKFRS 17, Insurance Contracts 1st January, 2023
(BAUMBREERDFE TR/ RBEA ] REBET 2023461 A1H
The Group is in the process of making an assessment of what the impact of AR B EFERT b iR SIS AT IR R & (A e
these amendments and new standards are expected to be in the period of initial RHFMEEENTE - ESHEEREE K
application. So far the adoption of them is unlikely to have a significant impact on Mz BB EANRBEAEENGS

the consolidated financial statements. MIEMRDAIREEREATE -
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FAEEEBREMERH

The following information is disclosed as part of the accompanying information to the — bATT PR H B8 A9 & ¥t RUE 70 B 755 # 3k 00 P 75 & B T
financial statements and does not form part of the audited financial statements. WAEKBEEZMBHRER 2 35 o

The preparation of supplementary financial information is in accordance with the  RHIHFTIHBEERRBR(RITE (RE) READ &

Banking (Disclosure) Rules and consolidated supervision arrangement approved by the & & RIZEMNGAEE 2K -
HKMA.

(1)CAPITAL ADEQUACY BX %2

2021 2020
HKS Mn BB EHE T HK$ Mn & B E T

Capital base B A E
— Common Equity Tier 1 capital —LERE-—RER 86,487 81,784
— Additional Tier 1 capital —RIN—REA R 13,968 13,968
— Total Tier 1 capital ——REXREE 100,455 95,752
— Tier 2 capital —ZREX 9,262 12,669
— Total capital — ARG 109,717 108,421
Risk weighted assets by risk type 5B 0 & = 4R
~ Credit risk —EERR 467,566 453,886
— Market risk —mhi5ERE 11,788 11,516
— Operational risk —2ERR 31,054 32,285
510,408 497,687
Less: Deductions ok (3,099) (3,145)
507,309 494,542
2021 2020
% B R % B D%
Common Equity Tier 1 capital ratio TRRE-RERSL X 17.0 16.5
Tier 1 capital ratio —REREE 19.8 19.4
Total capital ratio BER & 21.6 219

Capital adequacy ratios are compiled in accordance with the Capital Rules issued ~ EAFERLLETIRESE RAMBRM A CERRRD
by the HKMA. In accordance with the Capital Rules, the Bank has adopted the & & < IRIRCEARA) - AATREBRMN[EREA
foundation internal ratings-based approach for the calculation of the risk-weighted ~ #FFFAREER EOX IS HEERR 2 BB NEE
assets for credit risk and the internal models approach for the calculation of market 2 [N EMEXF BRI Gt BT HRR & 1545
risk and standardised approach for operational risk. BEIGTEEERR -
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AEBERHETMBER (F)

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 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.

The list of subsidiaries that are not included in consolidation for regulatory purposes
are:

Name of company Nature of business

DEEH EHHE

REEEREZFAEREFE AR A
BERETHERN - BREREERERRZ
MEBARTNRESERE(ERRADE3C
GATREM A BRATIE - TREERAER
REEEREZMBRARIFSHBRAA
REZENE - BEERBRENESRRR
RA] BREAFTBEER EHERASR
BREBNEET R BRRERARCER
FAD RGRITEEPD M SRR Z 1R ER
7§ e AT ZERRINESRR(ERRAD
FIMWA PR 2 PIERERLAERR AR
ZRERTHRR o

ATHEBRARLRBEEREEREBEZER
BETERN:

Ample Delight Limited Investment holding

EARAR AR REZER

BC (BVI) Holdings Limited Investment holding

REER

Acting as a limited partner for the
purpose of making investment in
private equity fund

HEEREEABARERET
LEES

Insurance agency

BEA Consortium GS Investors L.P.

BEA Insurance Agency Limited

RERBREERAR R A2

BEA Union Investment Management Limited Asset management

ROMEREEBRRAR BEER

BEA Union Investment Management (Shenzhen) Asset management/Investment

Limited management

RpBHLREER (RI)BRAA BEEE /REEE

Blue Care (BVI) Holdings Limited Investment holding
REZR

Blue Care JV (BVI) Holdings Limited Investment holding
REER

Blue Care Medical Services Limited Medical services

BERERREERAA BERY

Blue Cross (Asia-Pacific) Insurance Limited Insurance

ETF (BN RBRERAR R

Central Town Limited
EREEERAR
Century Able Limited
FEERRAA

Property investment
MERE
Investment holding

REZR

Total assets Total equity
EEAH i SR % 4 5
HKS Mn B¥EET HKSMn B¥EET
324 324

16 16

21 21

627 542

13 10

16 16

20 17

53 44

2,369 M

764 639

88 88
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(1) CAPITAL ADEQUACY (CONTINUED) B A 7 2 ()

Name of company

DRER

Total assets

EEAE

Nature of business

E3 23

HKS Mn BB EE T

Total equity
R ATE
HKS$ Mn B¥ HE T

Citiview Capital Limited

Acting as the general partner and limited 1
partner of a limited partnership
HELTBRAEBAREREETARA

Corona Light Limited Investment holding 930 930
REZR

Crystal Gleaming Limited Investment holding 930 930
REER

Dragon Jade Holdings Company Limited Investment holding 1,127 1,127

HEERAERAF RE R

EA Securities Limited Investment holding - (63)
REER

East Asia Financial Services (BVI) Ltd. Investment holding - -
REER

East Asia Futures Limited Futures and options trading 58 58

REHEERAF HERHERS

East Asia Indonesian Holdings Limited Investment holding 2 1
REER

East Asia International Trustees Holdings (BVI) Limited Investment holding 10 10
REER

East Asia International Trustees Limited Trustee services 42 39
1= FERRTS

East Asia Properties Holding Company Limited Investment holding - (47)

REVEZRER AT RE R

East Asia Property Agency Company Limited Property agency 9 9

REMEREERAA MERE

East Asia Qianhai Holdings Company Limited Investment holding 224 224

REAEERERAA REER

East Asia Secretaries Limited Secretarial services - -

REWEARAR W E R

East Asia Securities Company Limited Securities broking 1,355 1,065

REBHFERATF EHEE

Golden Empire International Inc. Property investment 1 1
MEHRE

Leader One Limited Investment holding 1 1
REZER

Manchester Property Holdings Ltd. Property holding 33 18
NERE

Quantum Hong Kong Holdings Company Limited Investment holding 77 77

EREBEEERERRA RE R

Red Phoenix Limited Leasing of motor vehicles 2 2
REHRE

Shaftesbury Property Holdings Limited Investment holding 56 56

BAEZR
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Name of company Nature of business Total assets Total equity
AREE EBME EEAH i} SR 5 4R 2
HKS Mn ¥ BEXT HKSMnEB¥BER
Shaftesbury Property Investments Limited Investment holding 38 38
REER
Shanghai Lingxie Business Consulting Co. Ltd. Business information consulting, 221 221
FBEREEEAERAR corporate management consulting
BEEMEN  CEERHA
Silver River International Limited Acting as the general partner and limited 9 9
partner of a limited partnership
HELBEBARERETAEA
Silver Sunlight Limited Acting as the general partner of a limited - =
partnership
HELBEEA
Skyray Holdings Limited Investment holding 450 450
REER
Speedfull Limited Investment holding 450 450
KREER
The Bank of East Asia (Nominees) Limited Nominee services - -
RERITRAREBER AT XERERS

The Bank of East Asia (Nominees) Private Limited

Trustee, fiduciary and custody services -

7t RERFEERS

Travelsafe Limited Dormant - -
TES

U Care Hong Kong Medical Limited Medical services 26 (12)

HREERAERAR BERY

United Chinese (Nominee) Limited Dormant = =

TEE



368 The Bank of East Asia, Limited | Annual Report 2021
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ARBERBRMBEN ()

(1)CAPITAL ADEQUACY (conTINUED) E A7 2 ()

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, 2021.

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, 2021.

There are no relevant capital shortfalls in any of the Group’s subsidiaries as at 31st
December, 2021 (31st December, 2020: 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 and Part 6 of the
Financial Institutions (Resolutions) (Loss-absorbing Capacity Requirements — Banking
Sector) 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.

(2)LEVERAGE RATIO &R =

YARBEBEERFEHEBEREEHRE
FARNMEAR - mR20214F12831H
HigAstE AR TR °

M20214F12 8318 - WREMNBARIEER
REREEESER 2 GERELRBEER
B BB ZEARA -

720214128318 (20206 12 A318 :
) AEEZWBARYERHEEARTR
MABEREAEEREREREZGAR
A o

AEEZMBRRES EAERRLEEEM
HEADREMEROR - e EEBB IR
EEARERITEEKRERONE SHETH
TFHER LR -

REEERITE (RE) RBD (L REE
(REHS) (R EBRENIRE —RITR) R
B)E6E  AEBBEAITHAMANILR—
B o AAAKENEEEATAREMKE
BRL AT AT ZENKE  REREAR
774336 www.hkbea.com £ E A [E5E # 5 |
K 38 2 5§ & www.hkbea.com/html/tc/bea-
about-bea-regulatory-disclosures.html &)
HEEE -

2021 2020
HKS MnE S B E T TSIV TR

Total Tier 1 capital —REXRBE 100,455 95,752
Exposure measure R AT = 941,722 879,956
Leverage ratio B % 10.7 10.9

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
link: www.hkbea.com/regulatory_disclosures.

R R 2K FEEHR2015F3 A31 Hig4E
WK E RS ERRBCEARBRAINE 3C
B A B AN TR E MRS 2% - BREK
B2 & KR8 B AR 1T 488 www.hkbea.com +
BATEERE] &0 E % s R www.hkbea.
com/html/tc/bea-about-bea-regulatory-
disclosures.htm| #)E B2 % -


http://www.hkbea.com
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com
http://www.hkbea.com/regulatory_disclosures
http://www.hkbea.com
http://www.hkbea.com/regulatory_disclosures
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
AEBERHETMBER (F)

(3)LIQUIDITY POSITION #EIEZMRNR

Liquidity coverage ratio

Average liquidity coverage ratio FEROHEEL X
— First quarter —-£—F
- Second quarter —E=F
— Third quarter —-%£==F
— Fourth quarter —BnEF

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.

Net stable funding ratio

hRBMHEEL R
2021 2020
% B D& % AN E
189.4 178.1
177.3 177.7
180.9 175.9
182.4 183.8

MEBUBEL X EREH2015F1A1H
RERMGRTE ORBE) RADEFE - 48
B BE B IR ER AR DB AR 1T A I www.
hkbea.com X EAN[EEWE | HEERIK
www.hkbea.com/html/tc/bea-about-bea-
regulatory-disclosures.html BB EE -

RIIRBEUEEHEN - REERDEET
PRABETHERFRS R AEN20% °
BEGEERMRDUEREL RIWEBEX
BB

REESFHEELE

2021 2020
HKS Mn R EET EGICIIPEIEE-

Total available stable funding RBTECEE 562,512 540,767
Total required stable funding EREE R 486,536 455,969
2021 2020

% H A% % HHE

Net stable funding ratio BEA®FHELE 115.6 118.6

The net stable funding ratio is calculated in accordance with the Banking (Liquidity)
Rules effective from 1st January, 2018. 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 .

BrEe FHELEREBEH2018F1 A
1RRBEMBHCRITE CREME) H A&
H o MHRA ) B B R R A R TR B AR 1T ARk
www.hkbea.com FBER[EERE ]| fEE
g, ¥ www.hkbea.com/html/tc/bea-about-
bea-regulatory-disclosures.html &) & # &
gg °


http://www.hkbea.com
http://www.hkbea.com
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com
http://www.hkbea.com/regulatory_disclosures
http://www.hkbea.com
http://www.hkbea.com/regulatory_disclosures

370 The Bank of East Asia, Limited | Annual Report 2021
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ARBERBERMBEN (F)

(4)OVERDUE, RESCHEDULED AND REPOSSESSED ASSETS
i KREARBEEE

(a) Overdue and rescheduled advances to customers

(@) BRREATFBX

2020
% of total % of total
ETEN R ) advances to
customers HK$ Mn customers
EEFRRMAE HEPBTEE
ER BEBEL MBAL
Advances to customers overdue for BRRFRN
— 6 months or less but over 3 months —3fAAULZE6(EA 948 0.2 776 02
~ 1 year or less but over 6 months —6EAANLE1F 1,014 0.2 870 02
- Qver 1 year —1E)E 489 0.1 1,167 0.2
2,451 0.5 2,813 0.6
Rescheduled advances to customers TEREPBN 262 0.0 166 0.0
Total overdue and rescheduled advances  BEI RS EHB @ 2,713 0.5 2,979 06
Covered portion of overdue advances BHBTRER ) 1,932 04 1878 04
Uncovered portion of overdue advances ~ BEIE IR E L) 519 0.1 935 02
Current market value of collateral held
against the covered portion of overdue MR FREHH 2 KR
advances e 3,518 5,007
Specific provisions made on advances
overdue for more than 3 months BE3EAN L RRREHRER 1,310 1,578

Loans and advances with a specific repayment date are classified as overdue
when the principal or interest is overdue and remains unpaid at the year-end.
Loans repayable by regular instalments are treated as overdue when an instalment
payment is overdue and remains unpaid at year-end. Loans repayable on demand
are classified as overdue either when a demand for repayment has been served on
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:

(@) The market value of the asset is readily determinable or can be reasonably
established and verified;

(b) The asset is marketable and there exists a readily available secondary market for
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.

FHRRIMAZER EEASHFEE
B YREERNAEE  RIFHEBHER
B Mo MEEZER  HEHEP RER
B MREERDNAEE  RIFHEBHR
2o R ER  AERERARER
FBA - BEFRAREERER  REKE
B 18 A B AN HE PR BE - T UL B
BRBEMBIMAR - IR MEE -

AR BIRIR R EERTT A OGRS

(a) ZEBEEMTERANERENIETS
BHEEREED

(b) %BEEREMENRE -_FmGAANE
HZEBEHE

(O ATHREEENENZBERKERSL
BREEN R

(d) ATEERRE A HZEEITEESIRE -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
AEBERHETMBER (F)

The two main types of “Eligible Collateral” are as follows: AREFRREED B THIWE :

(i) "Eligible Financial Collateral” mainly comprises cash deposits and shares. () eXeRERREERERSFERER

(ii) “Eligible Physical Collateral” mainly comprises land and buildings, vehicles and (i) AMEVERRIEZCE L REE
equipment. ) AE KRR

When the Bank’s clients face financial difficulties and fail to settle their loans, BEARBAT EATTEFEE MR EM

depending on different situations, the Bank usually takes the following actions to ENEEBER AT REAATHRRE

recover the debt: WRR

(a) Debt rescheduling / restructuring (a) BIHmIFEBERBSEE (BEBEE

(b) Enforcement of security (b) R @

(c) Legal action (0 HBUEEITE

(d) Recovery via debt collector (d) BBWHEREEW

(b) Overdue and rescheduled advances to banks (b) BEAR R EAHRITER

2021 2020
HKS Mn B¥ B E T G-

Advances to banks overdue for AERITER
— 6 months or less but over 3 months -3fALEZ6A - =
— 1 year or less but over 6 months -6fAALERETE - =
- Over 1 year —1FHE - =
Rescheduled advances to banks KERRITRR - =

Total overdue and rescheduled advances BE RS E RS - =
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
ARBERMAMBEN (F)

(4) OVERDUE, RESCHEDULED AND REPOSSESSED ASSETS (CONTINUED)
B KEARKEEE @

(c) Other overdue and rescheduled assets (o HtaiR KREAEE
2021
Accrued Debt Other
interest securities assets*
RS EREH HitnEE*
HK$ Mn B¥EE T HKS Mn B¥EE T HKS Mn BEEE T
Other assets overdue for Hipg A E
— 6 months or less but over 3 months -3fEALLEE6EA 13 - -
— 1 year or less but over 6 months —6EANLEE 1S 17 - -
- Over 1 year -1k 36 - -
66 - -
Rescheduled assets REREE 3 - -
Total other overdue and rescheduled assets  E-ftb 81 # &2 48 E AR & E 4R B 69 - -
2020
Accrued Debt Other
interest securities assets*
FEETF 2 B EH HEmEE
HK$ Mn BB BT HKS Mn B EET HKSMn B EET
Other assets overdue for Hipg A E
— 6 months or less but over 3 months -3fAALLEZE6EA 8 = =
— 1 year or less but over 6 months —6EANLEE 1S 20 - -
- Over 1 year -5k 73 - -
101 = _
Rescheduled assets KREHEE - = =
Total other overdue and rescheduled assets  Hfth 70 Hf % 4% & 4 & = 40 58 101 = =

*  Other assets refer to trade bills and receivables. * BAMEEEEESEERERNE -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
AEBERHETMBER (F)

(d) Repossessed assets (d) W E&E

2021 2020
HKS Mn B% B Ex G-

Repossessed land and buildings (Note) Welel + 3t e 584 (i) 195 211
Repossessed vehicles and equipment WERE RS E - 28
Repossessed machines 15 o] 4 25 - -
Total repossessed assets U [e1 & = 4B R 195 239
The amount represents the estimated market value of the repossessed assets as at HESEEN12 A3 B EEERN G
31st December. e
Note: The balance included HK$ 14 million (2020: HK$52 million) relating to properties that i AR BB 1,400 % T (2020 4 B
were contracted for sale but not yet completed. #5200 ) B #F#) 1 EE KL BY
% °

(5)BANKING DISCLOSURE STATEMENT $R{TH#iEHR K

Additional information disclosures for this year which are prepared in accordance AENBIEREEERBE(RITR (KER)
with the Banking (Disclosure) Rules, the disclosure requirements in Part 6 of BRAD (RS (RE#S]) (RUREERE
Financial Institutions (Resolution) (Loss-absorbing Capacity Requirements — Banking NHEE—RITFR)BRANE 62 WEEKRK
Sector) Rules and disclosure templates issued by the HKMA can be found on the ReERMEMNEEERMFER  FEH
Bank’s website accessible through the “Regulatory Disclosures” link on the home B AR 1T 480 www.hkbea.com F B R[ 8
page of the Bank’s website at www.hkbea.com or at the following direct link: EHFE | r:E B oz www.hkbea.com/html/
www.hkbea.com/regulatory_disclosures. tc/bea-about-bea-regulatory-disclosures.

html B EEEZ -


http://www.hkbea.com
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com/html/tc/bea-about-bea-regulatory-disclosures.html
http://www.hkbea.com
http://www.hkbea.com/regulatory_disclosures
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GLOSSARY

APl 3=

2021 Scheme

[20215%8]]

2021 AGM

2021 RREAFES

2022 AGM

2022 RRAFEE ]

AGM
[BRAFES

Article of Association
[4BR=T24mE) )

AUM
[EREE]

Bank Culture Reform

[ERTTEELEE |

Bank Group or BEA Group or Group
[5H ] 5 [AEH ]

Bank or BEA
[AR77] 3 [REEHRT]

Banking Ordinance

[CERTTEARBID

BEA China
[FREEE ]

BM
[E=aex]

Board
[EFg]

BVI
[HBRZES ]

Capital Rules
[CEAHA]

CAR
[BAFERE]

CG Code
[KiEER=FEI]

CG-1

[CG-1]

Annual Report 2021

Staff Share Option Scheme approved by the shareholders of the Bank on 6th May, 2021 and adopted
on 6th May, 2021

202145 A 6 BERESAERI 2021465 A 6 BEFANE S 22

An AGM of the Bank held in the Grand Ballroom, Four Seasons Hotel, 8 Finance Street, Central,
Hong Kong on Thursday, 6th May, 2021 at 11:30 a.m.

RITR2021F5 A6 REHH EF 1R300 EBET RS MBS HWFH/ERSERITHRE
AFEE

An AGM of the Bank to be held in the Grand Ballroom, Four Seasons Hotel, 8 Finance Street, Central,
Hong Kong on Friday, 6th May, 2022 at 11:30 a.m. or any adjournment thereof

RITHER2022F5 A6 HE A EF 11 K300 EEHBHIRE AT 8 HEUFHERNEERTHRE
AFEg  IHEMES

The Audit Committee of the Bank
TINBEZEEE

Audit Committee Meeting
ERZBEEeR

An Annual General Meeting of the Bank
RITOBRRAFEE

The articles of association of the Bank (as amended, modified or otherwise supplemented from time
to time)

RITEVARBERRAMA - ETEHERT - (B ARAM T A7

Assets under management

EREE

The circular in respect of Bank Culture Reform, issued by the HKMA on 2nd March, 2017
SERN2017F3 A2 BEHZRITEECAERS

The Bank and its subsidiaries

RERITREMBE AT

The Bank of East Asia, Limited, a limited liability company incorporated in Hong Kong
REBPITERART - REBEMKZNER DA

The Banking Ordinance (Chapter 155 of the Laws of Hong Kong)

CRITENRD) (BREIE155%)

The Bank of East Asia (China) Limited, a wholly-owned subsidiary of the Bank
REiRiT (PE) BRAA] - KT EMB LA

Board Meeting

EXEEHR

Board of Directors of the Bank
TIWESES

British Virgin Islands
REETHS

Banking (Capital) Rules issued by the HKMA
ERBME CRITE (BZAHEA))

Capital Adequacy Ratio
BARFERE

Corporate Governance Code, Appendix 14 to the Listing Rules

CETTRAD Kisk 14 AP e (CREERTRI

Supervisory Policy Manual CG-1 on Corporate Governance of Locally Incorporated Authorized
Institutions, issued by the HKMA

T ERBEMZ EERERFMCG-1 NAR (ARBEMRB MBI DERER)



CG-5
[CG-5]

China, Mainland, Mainland China or PRC

B sk [ At ]

Circular
[ 376K |

CNY or RMB
[ARH]

Companies Ordinance
(KR REB )

Director(s)

[EF]

ED

[#17EE]

ESG

[ e RER]

ESGC

[185 e kEEEEE]
ESGCM

[BR HEREARZESEH]
EUR

[ERZE

GBA

[AHE]

GBP

[348

General Managers
[ 484572 |

Guidance on Empowerment of INEDs

[{RTB FEMITE M B HRE NES

HK$ or HKD

[ V5% ]

HK$ Mn
[BEaET]

HKEX

[BEBRZ S
HKFRS

[ BB mEZER )
HKICPA
[BEEFEIA AR ]

HKMA
[£ER]
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GLOSSARY (CONTINUED)
u—_l £= ( nE )

Supervisory Policy Manual CG-5 on Guideline on a Sound Remuneration System, issued by the HKMA

SERBMZEEBERTMCG-5 WA (TREMFHBHIEZES)

People’s Republic of China
i AR HAFIE

The circular to the Shareholders dated 30th March, 2022
H 142022 4F 3 A 30 BB IBEK

Chinese yuan or Renminbi, the lawful currency of the PRC

FEEER

The Companies Ordinance (Chapter 622 of the Laws of Hong Kong)
CRRMERD (BREDIE 622 F)

Includes any person who occupies the position of a director, by whatever name called, of the Bank or
otherwise as the context may require

BREEMEBRATEETBRUNOAL (TmEBREIME) - AIXESEMENAL
Executive Director of the Bank

RTHMITES

Environmental, social, and governance

R HERER

The Environmental, Social, and Governance Committee of the Bank

TTHEE  HEREREZEE®

ESG Committee Meeting

BN MHEREAZEEES

Euro, the lawful currency of 19 of the 27 member states of the European Union

BUMNEEER 27 (A BB - A 19 (B B BRERMAAE RS

Guangdong-Hong Kong-Macao Greater Bay Area
[EERAERE ]

Pound sterling, the lawful currency of the UK
HEEATEE
All Division Heads of the Bank and Executive Director & Chief Executive of BEA China

ATAEDREERRETENRTEERITR

The guidance on Empowerment of Independent Non-Executive Directors (INEDs) in the Banking
Industry in Hong Kong, issued by the HKMA

SERBM 2RI BB RITEBIIFNITE RN E R N5

Hong Kong dollar, the lawful currency of Hong Kong

BRETEE Eﬁﬁ

HK$ Million
BEEET
Hong Kong Exchanges and Clearing Limited

BARGREEERAT]

Hong Kong Financial Reporting Standards
BRI REER

Hong Kong Institute of Certified Public Accountants

RN

Hong Kong Monetary Authority
ERCRERR
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GLOSSARY (CONTINUED)
AR (E)

Hong Kong or HK Hong Kong Special Administrative Region of the PRC

(&% I N RAFMBEEBRFRITEHE

IBOR Interbank Offered Rate

[R1TIE 2 HriE A% RITRIZEHFERI=

INED(s) Independent Non-executive Director(s) of the Bank

(B IFEMITESE RTHBIIENITES

LIBOR London Interbank Offered Rate

[ R BERITRIZEFEF= | fRBUERTT R A fE A=

Listing Rules The Rules Governing the Listing of Securities on the Stock Exchange (as amended, modified or
otherwise supplemented from time to time)

[ TR A1) ] B2 P KB EARAD - ETRHERT - EREUAE A AT

MPF Mandatory Provident Fund

=3 ol BHMRTES

NC The Nomination Committee of the Bank

[fREEE"] TREERER

NCM Nomination Committee Meeting

[REZEaa] REEEEE;

NED Non-executive Director of the Bank

[FEMTTEZE ] RITHIIENITES

NIM Net interest margin

DEEZ] REE

RemCo The Remuneration Committee of the Bank

(FEES RTNFHEE R

RemCoM Remuneration Committee Meeting

(FMEEeeE] FEE 2SR

RC The Risk Committee of the Bank

NEL-E35- FIMEREZES

RCM Risk Committee Meeting

(AREEaes REREEEEE

Senior Management The Co-Chief Executives and Deputy Chief Executives of the Bank

[EEERAE] ARTTHVE R I TIR AR A S BIT T AR L

SFO The Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)

[(EH RG] (EHFRBAEED) (FBEPIES71E)

Share(s) Ordinary share(s) of the Bank

&) sk [A&f5 ] RTE B

Stock Exchange The Stock Exchange of Hong Kong Limited

[ Bt 227 | ERBMERSARAT

The Salvation Army The Salvation Army Hong Kong and Macau Command

= BHEEBRE R

UK United Kingdom

[33F | HE

us United States of America

[5<E | EHER & RE

US$ or USD United States dollar, the lawful currency of the US

ES XBEEEER



FINANCIAL CALENDAR g 4=
2021 full year results announced 24th February, 2022 D201 FEEFEE 20222 B 24H
2021 Second Interim Dividend 24th February, 2022 MK 2021 FEE R 202242 A24H

declared (with scrip option)

RERR S (RERURAS)

Ex-all date for 2021 Second
Interim Dividend

10th March, 2022

2021 FEE R ERRE 20223 A10H

k% B8

From 14th March, 2022
to 16th March, 2022
(Both days inclusive)

Closure of register of members
—2021 Second Interim Dividend

H2022F3 /148
£2022%3A816H
(RREERMA)

TEREREBRFECTE
— 2021 FEE NP HRE

Record date for 2021 Second Interim 16th March, 2022

2021 FEFE R ERRE 2022437 16H

Dividend Eesrd=k:t
Despatch of Scrip Dividend Circular 16th March, 2022 FELARKBREK 2022%F3A16H
and Form of Election SOEERE
Despatch of dividend warrants and (on or about) 2021 FE (49m)
share certificates for 2021 Second 7th April, 2022 o RRERR S E 2022%F4 A7H
Interim Dividend PES
Closure of register of members From 29th April, 2022 EEERZRP TR H2022F 45298
-2022 AGM to 6th May, 2022 — 2022 RFAFEE £2022F5H6H
(Both days inclusive) (RIEEERMX)

2022 AGM 6th May, 2022 2022 BRREFFE 2022%5H6H
2022 interim results to be announced August, 2022* NH2022 FEHEI¥ES 20229F8 A*
* Subject to change *E[FEH

SHARE LISTING gty e}

The Stock Exchange of Hong Kong Limited BRBMERIMERAR]

SHARE REGISTRAR i

Tricor Standard Limited PEEEFRAR

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
{8E: (852) 2810 8185

EETAEESTERIT

BNY Mellon

5% 1-888-BNY-ADRS

B H : shrrelations@cpushareownerservices.com

T
BAEEHET 1055

T &5 (852) 3608 3608
{8E: (852) 3608 6000
43k - 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.

WERR (X R ZXHRA) B A BRI RERATTATY, (494L 4 www.hkbea.com) K& &85 S 480, (484F 5 www.hkexnews.hk) 948 EFHRA °
IR BT S B IR A Aliian.2 = (B4R Ef R Bt i B A TAT A BT B T FARAKN) (e R #5 B FEBAARTT + IR ATRERF (A1 A7 TR 17 &
R ERERR AR - Mt BB ESEAER 183 K& FIH 254 1 » SLLUEE (551573 (852) 2810 8185) 3k & # (BEA0023-ecom@hk.tricorglobal.com)
BHEBHEEAA « U EHEIEIE - BARSE o ZBAMETH B TESEIEZ BN 28 RFIEBAHN




Q@ BEARLIIRTT

Head Office #81F 10 Des Voeux Road Central, Hong Kong & & & i &R 1055
Telephone &% (852) 36083608 Facsimile f§& (852)3608 6000 Website 483k www.hkbea.com
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