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In 2022, facing the challenging environment including
many unfavorable factors in the global financial market
and the extremely sluggish Hong Kong stock market,
Guotai Junan International demonstrated strong
resilience and operational strength and still achieved a
profit, steadily maintaining profitable every year since
its listing 13 years ago while it decisively executed
efficient risk control measures, effectively managed
and responded to credit risk and market risk, strongly
developed client-demand driven business and
continuously optimized its balance sheet and financial
leverage ratio.

In the future, we will continue to put priority to stability
and act steadily to achieve long-term goals, strengthen
the concept of “Serving the Country with Finance”
and the sentiment of “Financing for Good” . Based
on the strategy of “Rooting in Hong Kong, Relying on
the motherland, and Serving the world”, we will build
into a “Well Respected, Comprehensively Leading and
Internationally Competitive” financial service provider.
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Independent Auditor’s Report
B A% AR

TO THE MEMBERS OF
GUOTAI JUNAN INTERNATIONAL HOLDINGS LIMITED
(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of Guotai Junan
International Holdings Limited (“the Company”) and its subsidiaries (“the
Group”) set out on pages 131 to 275, which comprise the consolidated
statement of financial position as at 31 December 2022, the consolidated
statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows 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 2022 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”) and have
been properly prepared in compliance with the Hong Kong Companies
Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report.
We 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.
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Key audit matters
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FRARETEE

Key audit matters are those matters that, in our professional judgement, B ET S E R E B A = 3 4
were of most significance in our audit of the consolidated financial REH KGRV EREANBTIRAE
statements of the current period. These matters were addressed in the EHMEFH SLEHEAYUES TR
context of our audit of the consolidated financial statements as a whole, RERETETITERERNE S TR
and in forming our opinion thereon, and we do not provide a separate BE BT ELEBIEHEBZBN =

opinion on these matters.

ﬁo

BMTEFNERRBRNELRE AR XFTME

Expected credit loss assessment for loans and advances to customers

BRI R EREN 16K FB145F 181 B NS K E ©

Refer to Note 16 to the consolidated financial statements and the accounting policies on pages 145-181.

The Key Audit Matter
BRETEE

How the matter was addressed in our audit

REEEEMNEFSF PR ONMAESE N

Loans and advances to customers constitute a significant
portion of the total assets of the Group. As at 31
December 2022, the gross carrying amount of loans and
advances to customers and its related expected credit loss
(“ECL") allowance amounted to HK$8,589 million (2021:
HK$17,889 million) and HK$2,197 million (2021: HK$2,035
million) respectively. The net carrying amount of HK$6,391
million (2021: HK$15,855 million) represented 7% (2021:
14.9%) of the Group’s total assets.
BTEFPHNERERIRGE ESEEERLENRA—
2 o R2022F12A310 - G TEFHER R B R RE 42
BEREEABERAGEARX ((BHERBXDBES A
8,589E & &t (20214 : 17,8898 B t) k2,1978 B
BT (20214 - 2,035B& B L) - lREF(ES3TEEET
(20214 : 15,866A & B L) h EEBEEET% (2021
F:14.9%) °

Qur audit procedures to assess ECL for loans and
advances to customers included the following:
BMEL TEFPHNERRBRNTELRE BB R AT
EBFHEF B T3 JIE -

° understanding and assessing the design,
implementation and operating effectiveness
of key internal controls over the credit risk
management of loans and advances to
customers and the ECL assessment. For the key
systems used for the processing of transactions
in relation to loans and advances to customers,
we involved our information technology
specialists to assess the design, implementation
and operating effectiveness of a selection of key
internal controls over access to these systems
and controls over data and change management;

e TEHRERIGGETEFPHNERRBINEERRE
BH AR AR ES RERERBRTENRS
HITREER - HRAREEETEFHNER
RBREENRZHEE RS BHMARREMD
BABMRERT AT HZE RS AR REBE
ZHIR FHEENCKERBAISIERES
AT RBITRORR
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Key audit matters (continued)

BRETEE )

Expected credit loss assessment for loans and advances to customers

RTEFNERRBRNVEREARATMG

Refer to Note 16 to the consolidated financial statements and the accounting policies on pages 145-181.

ERMGE A BEREN 16 R E1452 181 HEA S i1 & °

The Key Audit Matter
BRETEE

How the matter was addressed in our audit

REHEEMNEFF PR OMAEH K

Management assesses whether the credit risk of loans
and advances to customers and financial investments
have increased significantly since their initial recognition
and applies a three-stage impairment model to calculate
their ECL. A financial asset is classified as stage 1 when
its credit risk has not increased significantly since its
initial recognition; otherwise, it is classified as stage 2 or
stage 3. Stage 3 applies when a financial asset is credit-
impaired. The loss allowance for stage 1 financial assets
is measured at an amount equal to a 12-month ECL. The
loss allowance for stage 2 and stage 3 financial assets is
measured at an amount equal to a lifetime ECL.
EREgNMETEPLPNERKBRTIARERBRENEE
B2 B ERIARESEEZIEM KA =ZERBEER
AEHERERAX - B EERARB VA ER AR B8R
ZHEm AeREEFEAFT BR BABAEF_HE=
BR - FRREANGERENEREE -Z—HBRE
BMEENEEREGHEBEEXN12EAERERABELANEHE
R ERECRREBNEEEEBEBNEBSENREH
BHEERBEANESRETE -

° understanding and assessing the appropriateness of
the established policies and procedures for the ECL
assessment including the staging criteria, application
of assumptions and inputs into the ECL model;

o  TEIFERTHIETERERBERFHBUORRIE
FHEEE BRERERRE BREALREHRE
AR R RE A B
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Key audit matters (continued)
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BRETEE )

Expected credit loss assessment for loans and advances to customers

MTEFNERRBRNWEALRGERBATMG

Refer to Note 16 to the consolidated financial statements and the accounting policies on pages 145-181.

BREGEBEHERNTI16RFE145E181 R AR HE °

The Key Audit Matter
BRETEE

How the matter was addressed in our audit

REHEEREMNFSF PR ONMAESE N

For loans and advances to customers that are categorised
as stage three, management performs individual
assessment for each borrower by considering credit
enhancements provided to the Group.

HRBAZ=BERNGETEFNERRBR  ERELE
BRET EXENEERAHSRERAETERTME -

As at 31 December 2022, the gross carrying amount
of stage 3 loans and advances to customers and its
related expected credit loss (“ECL”) allowance amounted
to HK$2,380 million and HK$2,194 million respectively.
Increase of net carrying amount of stage 3 loans and
advances to customers from HK$129 million in 2021
to HK$186 million in 2022 mainly due to transfer of
impairment stages.

2022 12A31H KT EPHE=ZBRERRBERNH
FHAEKEEAEREREN(BRERABX]D BES
A A2,380E BB T R21M4BEBT - F=-BRETEP
WE R KRB R FER2021FEM1298 BB TiEINE
2022FF 186 E & BT  FEHNRERRHNER -

evaluating the reasonableness and appropriateness
of the ECL model by assessing the critical
assumptions, inputs and parameters used in the
model that has been reviewed by our internal
risk modelling specialists. This included the
classification of loss stages, probability of default,
loss given default, exposure at default, discount
rate, adjustments for forward-looking information
and other management adjustments. As part of
these procedures, we challenged management’s
revision to estimate and input parameters by
comparing with prior period and considered the
consistency of judgement;

RPN IR ER KB TR ETEHRER
BRABRANESEUEREEEARERRB R
BER BWARBR2E OREEEBRER &2
APE - BZBHABEEX ZEHRER BIIRE - LA
EULEERAERBRRAMERAE - (ERZFE
FFE —&2 > HFRBER —HEN L REER
BHME RBAZHENETIREER - WEEH
B ey — Bt

assessing the value of collateral held for a
sample of loans and advances to customers with
reference to publicly available market prices;
MBI ERA TEFHNER R BRI EF @
BE SP2EZL RAEBMSER:
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Key audit matters (continued) BRETTSE®

Expected credit loss assessment for loans and advances to customers

MTEFNERRBRNWEALRGERABANMG

Refer to Note 16 to the consolidated financial statements and the accounting policies on pages 145-181.
FRHGEBHREN T 16 R E146F 181 E A BT HE °

The Key Audit Matter How the matter was addressed in our audit
BREEE REEER M E R AR

The determination of the loss allowance is subject to | assessing the existence of collateral by obtaining
several key parameters and assumptions, including independent confirmations or statements from
estimates of probability of default, loss given default, brokers or clearing houses for a sample of
exposures at default and the discount rate, adjustments for securities held as collateral per the Group's
forward-looking information and other adjustment factors. records;

Management judgement is involved in the selection of | ¢  RiIE BEXEERSERFHFEERFRNES  BAEB
those parameters and the application of the assumptions. KR ANNEEMMS R R ER - T E
ETEEEFEAZSEZH2HERH  BREMAFEDR BEFRmNEEFEMY

o ROBEE RORBRRERE  RAREEN R
fAEREMERE - NRT RS SRR EREBERS
R TR I -

In particular, the determination of the loss allowance is
heavily dependent on the macro-economic environment
and the Group’s internal credit risk management strategy.
The loss allowance for loans and advances to customers
is determined based on estimates whereby management
takes into consideration market data, historical overdue
data, historical loss experience and other adjustment
factors.

LHE BrTFERERELBLERELR E5ERDH
EERRERRR GTEFPHNERRBRNEBREED
REEEEZRITSHE BERREE BEEFEK
R HAMFHERARBITEGEAERE -
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BRETEE )

Expected credit loss assessment for loans and advances to customers

MTEFNERRBRNWEALRGERBATMG

Refer to Note 16 to the consolidated financial statements and the accounting policies on pages 145-181.

BREGEBEHERNTI16RFE145E181 R AR HE °

The Key Audit Matter
BRETEE

How the matter was addressed in our audit

REHEEREMNFSF PR ONMAESE N

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 seniority of the claim and existence and
cooperativeness of other creditors. When listed stocks are
pledged as collateral, the loan balances to collateral ratio,
and the stock holding concentration of the borrower, the
industry sector and the operation of the issuer, the liquidity
restriction on sales of the stock are taken into account in
the assessment.
ERETTERAGARBSERNZETRENBEEEREE -
ZERZBER AR K E AR EE - ERAT BRI -
KR KOEeHE REBEAFREMEEAREREE
REGEEZER - BELTREERERGTUER ERE
MHREFmEERERAFTRERE  BITARETERE
AR - SHEZRE R EN MEIR HIl 5 H =g A AT -

The amount of impairment of the loans and advances
to customers is significant, and the measurement has
a high degree of estimation uncertainty. For measuring
ECL, management adopted complex models, employed
numerous parameters and data inputs, and applied
significant management judgments and assumptions, and
involved significant inherent risk. In view of these reasons,
we identified this as a key audit matter.
RTEPHNERRBEZINRESEEAN  BstEAEERE
T THEEN -t BERBERELRNS EBERA
TEHOER  BERTASNZ2EREE  UKATEKX
WEREHE MERR PREANEFER - EXZER
CHPIEEREERBERESEE -

assessing the existence and quality of collateral,
guarantees or other forms of credit support
such as remedies for recovery in evaluating the
adequacy of ECL allowance made by the Group
for material loans and advances to customers
classified as Stage three; and

Rt BEXEHBAZF=BRERNGTEPNE
RERRBHRAERBERBERBER B MR -
AEERAD  BEREAEMEXEEHF (KD
MREENEEFELEREE &

evaluating whether the disclosures on ECLs
for loans and advances to customers meet the
disclosure requirements of prevailing accounting
standards.
TEETEFHNERRBANTARERERKE
REAMARITEAERRERE -




124 Guotai Junan International | Annual Report 2022

Independent Auditor’s Report
B A% AR

Key audit matters (continued) BRETTSE®

Valuation of Level 3 financial instruments

E-ZREMITAMKE

Refer to Note 40 to the consolidated financial statements and the accounting policies on pages 145-181.
BRI ERAN TI0R F146F 181 E A EFHHF -

The Key Audit Matter How the matter was addressed in our audit

BREETER ZERERMNES PR OMTEHH

As at 31 December 2022, the fair value of the Group’s | Our audit procedures to assess the fair value of level 3
financial assets and financial liabilities at level 3 amounted | financial instruments included the following:

to HK$11,069 million and HK$7,650 million, representing | RFIFFEF =R R T AR FENETRFEE T
19% and 20% of the Group’s financial assets and financial £IE

liabilities measured at fair value.
R2022%12A31H - BEEE=MeMEERSAMAE | * assessing the design, implementation and

MAFES B AE11,0008 BB TR7.660EEBT 5 & operating effectiveness of key internal controls
EERATEISENEHEERSRE BH19%%20% ° over the valuation of level 3 financial instruments;
o AR =RemTIAMGENBEREANIPIERRE
AT RGBT

The valuation of the Group’s level 3 financial instruments
is based on a combination of market data and valuation
models which often require judgement.
EEEE=ReRmITAGBEDENEMIZEERMEEELR
WiEaZRME  HBEHEEELHE -

. reading investment agreements for level 3
financial instruments to understand the relevant
investments terms and identify any conditions
that were relevant to the valuation of these
financial instruments;

e ZFHE=FEHMIAREMRNTREBRKRER

obtained from readily available data in liquid markets. F R R EZES R T AL E AT A &5

Where such observable data is not readily available, as in

the case of level 3 financial instruments, estimates need to

be developed which can involve significant management
judgement.

HEEEPTAE T8 A BRI B R & m %53 A5 8RR

BE-MEBABERBBIREASE MBEE=AcH

TEZER  BIZEELMGE  ETF@SREREREHE -

Some of the inputs used in the valuation models are
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BRETEE )

Valuation of Level 3 financial instruments

EZREMITAMKE

Refer to Note 40 to the consolidated financial statements and the accounting policies on pages 145-181.

BREGEE R BEHRNTIORF145E 181 R AR HE °

The Key Audit Matter
BRETEE

How the matter was addressed in our audit

REHEEREMNFSF PR ONMAESE N

We identified assessing the fair value of level 3 financial
instruments as a key audit matter because of the degree of
complexity involved in valuing these financial instruments
and the significant degree of judgement exercised by
management in determining the inputs used in the
valuation models.
BMETHRE=ZRemITAEATFTEIN A —HHAREASF
B HRZEeRmIAGAERAEMEEFTHEREMA
BABBAERREEHERHE -

engaging our internal valuation specialists to
assist us in performing independent valuation
of certain level 3 financial instruments where
appropriate and compare their valuation with
the Group’s valuation. This included comparing
the valuation derived from the Group’s valuation
models with our knowledge of current market
practice, testing inputs to the fair value
calculations and establishing our own valuation
models to perform revaluations. If the valuation
is determined based on recent transaction
price, we evaluated the appropriateness of
management assessment and verified the
transaction price with supporting documents. For
unlisted fixed income securities and unlisted fund
investments, we also assessed the quality and
sufficiency of the collaterals where appropriate;
and
ZREMABEEZRBIEMEETE=ZR
TRIAETEYGE (WER) YKZFHE
B EXEEMAEETLER HWEeREt 5E5E
EE R A P15 % (8 82 3 P39 2 A T 5 18 1 &) &0
FBoARARTFEAERABBRRIHME F
EEEETER - MEENERITIHRRSGERE
EBMAFAGEREBETHNGEE RBEBEIFX
HzBm R ERE o HNIE EE T W E 5 R IE
FHEERE  ZMTTEERARzmE RIS
Fr(EA) s &
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Valuation of Level 3 financial instruments

EZREMITAMKE

Refer to Note 40 to the consolidated financial statements and the accounting policies on pages 145-181.

R A B R EZ M40 F145F 1818 A & 51 %

The Key Audit Matter
BRETEE

How the matter was addressed in our audit

REHEEREMNFSF PR ONMAESE N

assessing the appropriateness of the use of
the net asset value provided by external fund
administrators as the fair value of the level 3
financial instruments at reporting date. For the
valuation of fund interests we compared the fair
value adopted by the Group to the latest reported
net asset values from the fund managers, and
obtained the audited financial statements of the
funds where applicable to check the historical
accuracy of the reported net asset values; and
AHERRE B REININSESEREMREEES
EREFEF=FcsMIAATENGHEE - HNE
THERMAE BHMAE EEERANQATFESRE
TERERENGHEREEFEETHL &
RISESORERMBHRE (WER) B2
BEFERBEEREME &

assessing the disclosures in the consolidated
financial statements with reference to the
requirements of the prevailing accounting
standards.
TEFEEMBRRARE  ETF2ERHTEFE
AR E °
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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.

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.

bR & S B 15
1)

£
B 3R & SNV 15 B

BRIHGEEMBRERNBELLNRER
wiES  WAT T TEHZFEMERER
EAEANEEER -

BERMBRAVBHRRNBS > M
METRMEEMER FEUBES
ZREMEEETHEAVBREAAR
MERTEETATENBAFEEAX
BB EUFFEERERRAVBR -

ERBEMERTHNINE IREMAR
HibEEFHEERBRFM  HMFTE
BEnEE-TEsE RARBEEM

HE o

EERGEMBHRRARRE
MEE

EZRRAERBEEEMISHEMEY
BEMBREERRFE(RAGI)
BEEMTEMNRAMBHER  LHE
RRBEFEEMBERROBE N7 £ H
P RRFF 28R AR 1 B B R0 B K88 SR PR Y
FOAMEHEE -

EREFRAVBRRE EFRAF
i BEXRBEREKLLENREN YEER
BATHREESELERBAOER M
REAHBERERSTER KRIFEF
BEEHR EEEBRAFLELE X
BHOERNOBRTER -

ERZEEeRPHEFTEORE B
B EEENMBEREBE -
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Auditor’s responsibilities for the audit of the
consolidated financial statements

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

. Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

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

BB E T RS MR R
EENEE

BRNER RYUGEAVBERIEER
BAFHERNRFRERMETNHEK
HARRAMGESERE LHABER
MERNZBMRE - HAAEREFE(R
Bl&PI) 405K EY BT (EA—EX
B ELARRE - BRI SN - RERE L &
Hi Ak - RPT e ZBMBRENR
BREMEMALTE ESAETAEE-

EEREEZFKFHRE  BTEERSE
BRBEEENEETHRS  EX—
BEAHERRAFERARER - #HRRK
AT A B ERFF Sk B AR 51 - MR B IETR
HEMEBXERBRRAIEZESRSM
BHMERERERBEE B BHRRAED
B AR TE - RIIE BE BV R BR BROM AT AR
fEERX °

ERBRBEEANETETHBIET
BIVERTERHE  RiFTEXER
REE o AN

s HAMBHRREFEEANBRRMA
Rk - RERMITEAEFARY
EERER - A REIRGERMEE
BT RE FRAMBEMNER-
MRBEFAIRE S RBR - RE &
BER ERRL  E2BERAR
22 £ B REE B EAGEM
BYMERHERRANAR SRR
REERAERMEBNEANFERR
pul=npi 3

e THEBRHEBOANIIES - UK
AREBBATEENEIEF
BEMYIY BSREAEHD
BHMBERER -

e HNEEEMHEASBRENREMN
REER S A MEREHRENEE
1 o
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Auditor’s responsibilities for the audit of the
consolidated financial statements (continueq)

Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.

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

REMMBT RS ERR
AENET )

B H At IR SN

HEERARBLLESTERD
EMEIEL &R - RIBFMENNE
ARE O BEIRAFERSFEKE
REBOERTHETE M - WAl 8
By BEEENRELERNE
EEARRE WREMRB/FEE
RAHEE M - BB & 2% B HR
EHRFEREIRRAVBR
RPWEBNE BREAMMNEKE
T ABMEEERRIBERER
R o TAPI RO 45 W B B 0 1 BAD R 5
BIEFMEGMESERE AW K
KERXBAAEER SXET

ab 4 435 yaw KA
BERFAE AL o

HESAMBRRNERINRT
X BEBNAT BEEE UK
HEMBHRRELSTERREBR
HMEIR

B OEEEANERIERFDN
MEEEENATR  BENE
BE UEHERATERRER
ER-BMBEE BEEETZFHOAS
M EEMNT BMAEBRFTER
EEEHE(L -
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Auditor’s responsibilities for the audit of the
consolidated financial statements (continueq)

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, actions taken to eliminate threats or safeguards applied.

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 Chan Siu Tung.

KPMG

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

Central, Hong Kong

27 March 2023

REMMBT RS ERR
AENET )

BMERNBEZZESRREHR  HAR
MENEFEBLIMNEEEXERS
Ko W ERMFBBE RIS IEBERR
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GEeEEmREMEEREX

Year ended 31 December 2022
HZE2022F12831HIEFE

2022 2021
20224 20214
Notes HK$’000 HK$'000
B 5 FBET T
Revenue PN 5 2,314,917 3,966,415
Other income H fth Yo 2 4,334 5,279
Revenue and other income WA B E b U 55 2,319,251 3,971,694
Staff costs 8 TR 6 (721,499) (803,434)
Commission to account executives XEFEHEE (134,120) (224,602)
Depreciation e (78,077) (78,639)
Net impairment charge FORE R (153,972) (220,597)
Other operating expenses Hfh & (528,262) (581,913)
Operating profit £ 5 ) 703,321 2,062,509
Finance costs Bl & B AR 7 (676,664) (774,863)
Profit before tax B 356 Bt A1 8 26,657 1,287,646
Income tax credit/(expense) FEfiEe, (k) 9 56,385 (184,373)
Profit for the year F R F 83,042 1,103,273
Other comprehensive income for the year, FRE 2 HEHKH -
net of tax HIBRBE
— Investments at fair value through other — AT EFAEM
comprehensive income (net movement 2HEKZHIEE
in investment revaluation reserve — (BRIEEEhHEE
recycling) gE) . n]ElE) (1,053) 8,308
— Investments at fair value through other — A EFTAEM
comprehensive income (net movement 2HBEIEE
in investment revaluation reserve — (BRI BEEMFHEE
non-recycling) #E) o A EE) (4,998) =
— Exchange difference on translation of —HNEE N =58
foreign exchange (43,144) 38,684
Total comprehensive income for the year FRAZHEWHZEAEE 33,847 1,150,265
Profit for the year attributable to: B iR
Owners of the Company ZIN/NEIEF =N 80,381 1,094,743
Non-controlling interests FE 12 i e 2 2,661 8,530
83,042 1,103,273
Total comprehensive income for the EBEFEFREZEKZALE:
year attributable to:
Owners of the Company RNRAREER A 33,928 1,141,735
Non-controlling interests FE5 fx = (81) 8,530
33,847 1,150,265
Earnings per share attributable to ordinary AT EERKR
equity holders of the parent EhEREF
— Basic (in HK cents) —EH AR (B 11(a) 0.8 11.4

- Diluted (in HK cents) — B8 (B IET) 11(b) 0.8 11.4
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e B AR &R

As at 31 December 2022
H2022%12831H

2022 2021
20224 20214
Notes HK$’000 HK$'000
B 5 FBET T
Non-current assets FRBEE
Property, plant and equipment VI BB R 12 478,689 514,853
Goodwill and other intangible assets EENEMEREE 13 22,886 22,886
Other assets Hh&E 14 13,680 27,959
Deferred tax assets RIETIE & B 15 244,068 157,631
Derivative financial instruments TEEmIA 21 577,055 12,325
Financial assets at fair value through EAFEFAERZHN
profit or loss TREE 20 15,445,877 17,368,819
— Financial assets held for trading and —BEEBERKED
investments TREE 1,769,013 6,153,930
— Financial products — S BESR 13,676,864 11,214,889
Total non-current assets ERBEELTE 16,782,255 18,104,473
Current assets TENEE
Loans and advances to customers BTFREFPHNERNLER 16 6,391,369 15,854,687
Accounts receivable J& W R IE 18 5,641,386 6,559,681
Prepayments, deposits and other receivables FEfTFIHE « £ & &
E h fE W k1B 19 212,984 118,311
Financial assets at fair value through EAFEFAERZH
profit or loss TRLEE 20 41,928,120 37,472,478
— Financial assets held for trading and —BEEBERKED
investments TREE 9,666,306 17,088,058
- Financial products — S BEMm 32,261,814 20,384,420
Financial assets at fair value through BEAFEFAEMEE
other comprehensive income W mEE 20 82,304 11,529
Derivative financial instruments TEEmIT A 21 1,527,458 606,905
Receivable from reverse repurchase [ 1) 1B B 175 2k B W SR 0B
agreements 22 586,845 4,443,729
Tax recoverable A U Bl 75 18 198,764 33,585
Client trust bank balances B EsEIRITARR 23 13,347,021 17,804,841
Cash and cash equivalents BHeRBEEEEY 23 7,756,580 5,077,874
Total current assets MEEERRE 77,672,831 88,183,620
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As at 31 December 2022
H2022%12831H

2022 2021
2022%F 20214
Notes HK$’000 HK$'000
B oE FE T THBT
Current liabilities REAaE
Accounts payable JE < 7R 3B 24 (16,726,328)  (20,587,166)
Other payables and accrued liabilities HhENRERETAE 25 (602,958) (632,317)
Derivative financial instruments PTETRTE 21 (1,297,531) (426,552)
Interest bearing borrowings TR B 26 (9,333,620) (5,334,661)
Debt securities in issue EETEBRES 27 (28,719,537)  (34,153,825)
— At amortised cost — IR SR AR (3,784,775)  (18,298,551)
- Designated at fair value through —ETEEREAFEFABR
profit or loss (24,934,762) (15,855,274)
Financial liabilities at fair value through BAFEFAEBRN
profit or loss TRAE 28 (2,108,386) (8,772,805)
Obligations under repurchase agreements B 85 W = (B 1R 29 (7,695,073) (9,255,723)
Tax payable FET A IR (8,917) (157,353)
_Total current liabilities mBEMEEE 0 (66/492,350)  (79,320,402)
_Netcurrentassets nBKEFE 11180481 8863218
_Total assets less current liabilites RERBRRBASE 27962736 26,967,691
Non-current liabilities kRBEE
Deferred tax liabilities EEFIE B E 15 (10,736) (45,843)
Interest bearing borrowings B ER 26 (15,387) (40,542)
Derivative financial instruments MESMTE 21 (231,686) (106,409)
Debt securities in issue BEETERES 27 (12,768,731)  (11,337,958)
— At amortised cost — FR S AR (3,138,860) (3,139,345)
— Designated at fair value through —BEZAFEFAER
profit or loss (9,629,871) (8,198,613)
o (18,026,540)  (11,530,752)
Net assets EEFE 14,936,196 15,436,939
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As at 31 December 2022
H2022%12831H

2022 2021
2022%F 20214
Notes HK$’000 HK$’000
B oE FE T THT
Equity R
Share capital [N 30 10,911,163 10,911,163
Other reserve B Ath 5 33 (1,236,460) (1,236,460)
Currency translation reserve BN G (3,324) 37,078
Share-based compensation reserve VA RS 1 7 ZE 15t 25 B £ 26,132 27,429
— Share option reserve — R 31 26,132 27,429
— Share award reserve — WD B RE 32 - =
Investment revaluation reserve KEEHFEE 33 (4,998) 1,053
_Retained profits R&Ewr 511418  5567,098
Equity attributable to holders of the T AR IR R A R
ordinary shares 14,806,699 15,307,361
_Non-controlling interests s 129497 129,578
Total equity FESAEE 14,936,196 15,436,939

Dr. YIM Fung
EEE L
Director

EF

Ms. Ql Haiying
WEgELL
Director

EF
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Consolidated Statement of Changes in Equity
mEEREEH X
Year ended 31 December 2022
HZE2022F12 A31HILFE

Shares Investment
held under Investment  revaluation
Currency Share Share  the share revaluation reserve Non-
Share Other translation option award award  Retained reserve (non- controlling Total
capital reserve reserve reserve reserve scheme profits  (recycling) recycling) Total interests equity
RHEE REEfT REER
L RERE  FEET i ffe

Ba  EtthfE e BEERR ffE FENRG  RERN  (THE) (AUHE) f FEREE  RE4E
HKS000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS000  HKS'000  HKS'000  HKS'000  HKS'000
Térn  fEx TR TEx  TEx  TEx Tz TEx  TE#r  TEx  TER  Tén

Balance at 1 January 2021 120211 1B H)
i3 10,908,749  (1,236,460) (1,606) 32,521 9,085 (30,672) 5,443,757 (7,255) - 15,118,119 121,048 15,239,167

Total comprehensive income A2 AR AE

for the year - - 38,684 - - - 1,004,743 8,308
Recognition of equity-settled  FERAMER T E

share-based payments ARG BER

(notes 31 and 32) 3% (W 331 R32) - = - 1,462 6,314 - - - - 7,776 - 7,776
Vesting of shares for the share k{7 R0zt &5 8

award scheme (note 32) R (RizE32) - = =
Shares issued upon exercise R iEaH BB T 176

of share options under the ~ BIREMETH

share option scheme (notes  B&{3 (P zE30R%31)

30and 31) 2,414 . - 73) - - . . - 1,681 . 1,681
Transfer of share option BREXAMERE

reserve upon the forfeiture of AR B R (FE31)

1,141,785 8,030 1,150,265

(15,399) 16,879 (7,484) = (6,004) (6,004)

share options (note 31) - - - (6,821) - - 5,821 - - - - -
Disposal of shares held under & &7 #2815t &
share award scheme BT ANHRD = = - - - 13793 - - - 18,793 - 18,793
Final dividend for 2020 220205 K HR &
(note 10) (B3x10) = = = = - - (489,670) - - (489,670) - (489,670)
Interim dividend for 2021 01 ERHRE
(note 10) (B3x10) = = = = - - (480,069) - - (480,069) - (480,069)
Balance at 31 December R2021512A318 &
2021 and 1 January 2022 202251R188
&5 10,911,163 (1,236,460) 37,078 27,429 - - 5,567,098 1,063 - 15,307,361 129,578 15,436,939
Total comprehensive income ~ FAZERZAE
for the year - - (40409) - - - 80,381 (1,083) (4098 33,928 81) 33847

Recognition of equity-settled  HERRMER T E U

share-based payments R AEROEH

(notes 31 and 32) (M31R32) - - - 417 - - - - - 47 - a7
Transfer of share option BREXNAMER

reserve upon the forfeiture of  EREEE

share options (note 31) (Ki&31) - - - (1,714) - - 1,714 - - - - -
Share repurchase (note 30) {388 (FzE30) - - - - - - (56,969) - - (56,969) - (56,969)
Final dividend for 2021 (note 20215 KR 5.

10) (Ki&10) - - - - - - (95879) - - (95878) - (95,878
Interim and special dividend 2022 E R 47

for 2022 (note 10) 8 (F3E10) - - - - - - (382,160) - - (382,160) - (382,160)

Balance at 31 December 2022 1202212431 H &)
#5 10,911,163 (1,236,460) (3,324) 26,132 - - 5114186 - (4,998) 14,806,699 129,497 14,936,196
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Consolidated Statement of Cash Flows

REEHERER

Year ended 31 December 2022
HZE2022F12831HIEFE

2022 2021
2022%F 20214
Notes HK$’000 HK$'000
B 5 FET T
Net cash flows from operating activities KL EEFTS
REmEF5E 36 1,663,221 5,879,052
Cash flows from investing activities REZTBHEESRE
Purchases of property, plant and BEME  WERZE
equipment 12 (39,296) (43,062)
Net cash flows used in investing activities KREEHFABE S REFH (39,296) (43,062)
Cash flows from financing activities RMEITBHEERE
Net proceed/(repayment) of IRITIEFRFASRIE, (BH)
bank borrowings F R 3,998,436 (4,408,497)
Proceeds from issuance of debt securities BITEBE ST RIE 81,830,235 96,210,967
Repayment of debt securities EEEHES (84,463,134)  (96,794,533)
Net proceeds from issuance of shares IE AR AT M 1T
upon exercise of share options F{S 3R IB F 58 31 - 1,681
Disposal of shares held under share SR D RENETEIIE T
award scheme F B B G - 13,793
Dividend paid to shareholders SN TS 10 (478,038) (969,739)
Principal portion of lease payments HENZNAEHD (27,303) (30,364)
Interest portion of lease payments HENKBFEF D (1,359) (1,292)
Repurchase of shares = B f% 15 30 (56,969) =
Net cash flows from/(used in) financing MEEERE (BA)
activities RengFs 801,868 (5,977,984)
Net increase/(decrease) in cash and ReRBESESEWEM
cash equivalents (R) F8 2,425,793 (141,994)
Cash and cash equivalents at beginning FMReRBEEEEY
of year 5,154,748 5,258,088
Effect of foreign exchange rate changes, fEREBMN R EFE
net (43,090) 38,845
Effect of impairment provision on cash BEREBHRERRE
and cash equivalents, net EEYNTEFE (135) (191)

Cash and cash equivalents at end of year FREERBEEZEY 7,537,316 5,154,748
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mERERER

Year ended 31 December 2022
HZE2022F12831HIEFE

2022 2021
20224 20214
Notes HK$’000 HK$'000
B 5 FBET T
Analysis of balances of cash and REeRESZEYN
cash equivalents EER DT
Cash and bank balances 8 e MIRTTE 23 7,478,709 5,080,107
Non-pledged time deposits with original GFREREHETE=MA
maturity of less than three months /2R 45 38 TF BB 17 3K
when acquired 23 58,607 74,641
Cash and cash equivalents as stated RERERERMIZ
in the consolidated statement of ReMBREEFEEY
cash flows 7,537,316 5,154,748
Non-pledged time deposits with original TR REIHE B R
maturity more than three months but =@AR BTR—FHN
less than one year when acquired AR T HF R 23 219,264 123,126
Cash and cash equivalents as stated RAE VAR R 2
in the consolidated statement of ReERREEEY
financial position 7,756,580 5,277,874
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31 December 2022
2022412 A31H

Corporate and group information

Guotai Junan International Holdings Limited (the “Company”) was
incorporated on 8 March 2010 in Hong Kong with limited liability
under the Hong Kong Companies Ordinance and its shares were
listed on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 8 July 2010. The registered
office address of the Company is 27th Floor, Low Block, Grand
Millennium Plaza, 181 Queen’s Road Central, Hong Kong. The
Company is an investment holding company and its subsidiaries
are principally engaged in brokerage, corporate finance, asset
management, loans and financing, financial products, market
making and investments.

The Company’s immediate holding company and ultimate holding
company are Guotai Junan Financial Holdings Limited (“GJFHL”)
incorporated in Hong Kong and Guotai Junan Securities Company
Limited (“GJSCL”) incorporated in the People’s Republic of China,
respectively.

Particulars of the principal subsidiaries as at 31 December 2022 are
as follows:

RAREEEHR

BlRAELTBEERER AR (AR
All) A MR2010F3A8H BRI FH
CREMEBD) EER B MK 2 B R
AR AR EE R D R2010%67 A8
BEEEBMEZZMBR AR (5
RET)) ER ET - AR RGP E
BRI AEH B2/ KNEF1815%
4 TR SR E27HE - K DT AK
B Ar ENBAREE/E
K rERE BEETE -BX
LmE eMER MMAkEEE
jﬁ%o

RAB N ERER QR R &ZIER
DA Bl A I F 8 R AR AL B B B
BELERARAA ((BHRELER
ER) R AR EE AR KM B GE
RINBEREZLEFBNERAA
(TBEH=ERILEH]) °

R2022%F12A31H T2 B A A
BT

Percentage of equity attributable

Place of to the Company
incorporation ADFEERER AL
Company name and business Share capital Direct Indirect  Principal activities
ARER AMAIREERE KA B BiE TEEER
Guotai Junan (Hong Kong) Limited Samoa/Hong Kong  US$816,300,000 100% - Provision of general administration
(“GJHK") and support services to its fellow
subsidiaries
BREZ (BE)FRAR BED/E% 816,300,000% 1. 100% - NRAZMBARRE-REBRIE
((BRERZER]) R
Guotai Junan International Singapore SG$9,300,000 100% - Provision of general administration
(Singapore) Pte. Limited and support services to its fellow
subsidiaries
% 9,300,000%7 A3 7T 100% - RRRMEBARRE-REBRXE

R
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1. Corporate and group information (continued) 1. REAIREEER @
Percentage of equity attributable
Place of to the Company
incorporation EARELERERD L
Company name and business Share capital Direct Indirect  Principal activities
ARER AMRIREE LT KA B BiE TEEER
Guotai Junan International Singapore SG$4,200,000 100% - Asset management
Asset Management (Singapore)
Pte. Limited CiplIE 4,200,000%7 f1K 7T 100% - BEER
Guotai Junan International Singapore $G$3,500,000 100% - Securities brokerage and other financial
Securities (Singapore) Pte. services
Limited
CiplIE 8,500,000 M3 7T 100% - BFRERHEMERRE
Guotai Junan Securities Hong Kong HK$7,500,000,000 100% - Securities dealing and broking and
(Hong Kong) Limited provision of wealth management
services
BRAERES (BE)BR BA 7,500,000,000% 7T 100% - BERFREEUARRENEEERE
Guotai Junan Futures Hong Kong HK$50,000,000 100% - Futures dealing and broking
(Hong Kong) Limited
BRARHE (FE) R BA 50,000,000 7 100% - HEEERER
Guotai Junan Finance Hong Kong HK$300,000,000 100% - Trading in securities
(Hong Kong) Limited
BRARHE (FE)BR BA 300,000,0007% 7T 100% - ZFEE
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2022412 A31H

1.

Corporate and group information (continued)

Percentage of equity attributable

1.

APEIREEER @)

Place of to the Company
incorporation EARELERERD L
Company name and business Share capital Direct Indirect  Principal activities
ARER AMRIREE LT KA B BiE TEEER
Guotai Junan Capital Limited Hong Kong HK$50,000,000 100% - Provision of consultancy and financial
services
BREZRERRAA EE 50,000,000 7T 100% - REZARMBRSE
Guotai Junan Assets (Asia) Hong Kong HK$50,000,000 100% - Asset management
Limited
AREREEERE (DM ERAR & 50,000,000/ ¢ 100% - BEER
Guotai Junan Fund Management ~ Hong Kong HK$10,000,000 50% - Asset management and trading in
Limited® securities
BRERESERERAR B 10,000,000/ 7 50% - BEEBRBSER
Guotai Junan Financial Products ~ Hong Kong HK$1,000,000 100% - Trading in securities
Limited
AREZeRHERARAA BA 1,000,000/ 7T 100% - HHEE
Guotai Junan FX Limited Hong Kong HK$30,000,000 100% - Leveraged foreign exchange dealing
and broking
BREZINEERAA B 30,000,000/ 70 100% - BEIANERFRELR
Guotai Junan Securities (Vietnam) ~ Vietnam VND693,500 50.97% - Securities dealing and broking and
Corporation million margin financing
B%RZE &% () kA il 693,500,000,000 50.97% - BERH BERFEBE

BEE
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1. Corporate and group information (continued) 1. DaAk&EBER »

Percentage of equity attributable

Place of to the Company
incorporation EAFEERERSL
Company name and business Share capital Direct Indirect  Principal activities

DEEE

EMALREERE RE EE

BE TEXK

Guotai Junan Asia Dynamic Fund ~ Cayman Islands Note 1 - 100%  Investments holding
RE#s il - 100% ®AEK
Guotai Junan Asia Investment Cayman Islands Note 1 - 66% Investments holding
Grade Bond Fund SP
RErSs ial - 66% RAER
Guotai Junan Value Vintage Equity Cayman Islands Note 1 - 100%  Investments holding
Feeder Fund
REHS izt - 100% REER
Note 1:  These consolidated investment funds are subsidiaries for the purpose of MizE1 : B ETRBDKEE /M s 0 %
Appendix 16 of the Listing Rules. These consolidated investment funds are EEAMBESARB AT © %
not body corporates and therefore do not have any share capital. ZEEARBESWIEEAEFE -
& bk I B AERARA o
Note 2:  The Group considers that it has the ability to govern the financial and Mfiz32: BHRAEBEENEZEETXRBRE

operating policies of the entity as the Group has the power to appoint or
remove the majority of the members of its board of directors.

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results for the
year or formed a substantial portion of the net assets of the Group.
To give details of other subsidiaries would, in the opinion of the
directors, result in particulars of excessive length.

During the year ended 31 December 2022, the Group has fully
redeemed the participating shares in Guotai Junan Asia High
Income Bond Fund SP and Guotai Junan Thematic Fund SPC -
GTJA China Dynamic Bond Fund and therefore lost control over
these structured entities.

These financial statements were approved and authorised for issue
by the board of directors on 27 March 2023.

EEAZHEKE  MAKERAB
HERNGSEZERBNABRE
BHR e

LRI EZRABAFEREE
EXTBFEIBERASBEEFE
BN ZARARMEBAR - EE
RE - JHEMHBRARZERS
EYRBBNITE -

B £2022612A381H - A& EE
& 81 B [0 Guotai Junan Asia High
Income Bond Fund SP X Guotai
Junan Thematic Fund SPC—GTJA
China Dynamic Bond Fund#y £ £
R B REHZEFEEEER
B 128 Il 4 o

Z LB SR B 202343 A27H
TEE = E MR -
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2.1 IRBEE

2.1 Basis of preparation

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) (which
include all applicable HKFRSs, Hong Kong Accounting Standards
(“"HKASs”) and Interpretations) issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the Hong Kong Companies
Ordinance. They have been prepared under the historical cost
convention, except for financial assets and financial liabilities at fair
value through profit or loss, financial assets at fair value through
other comprehensive income, debt securities in issue designated at
fair value through profit or loss and derivative financial instruments
which have been measured at fair value.

These financial statements are presented in Hong Kong dollars
and all values are rounded to the nearest thousand except when
otherwise stated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December 2022.
A subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of
the investee).

ZEFBEBRIRBEBEGFEQ
e((EESHMAS ) EMOE
AUMBHREE((EBMBEHRSE
) (EBEMBAERNE SN
HEEA FREEHEN(HES
AR k) BFAEARES
RAIRBBECRBHED) HRmEL - BRI
AFEFABENEREERES R
BE BAVESAEMEEKS
MEBMEE  BHERAFENAR
SNEBRTEFRESFARITES R
TANARFEFEIN  ZEWHR
RERBELKRABHHEER -

BRIER AR ZFEHHHRERITIIA
B2 BEABEEHNEER
BTz T8 -

mEERE

4R & B 7% R 3R BB B = 2022F 12 A
S1EIEFEEMARRREKERR]
(TX GBI AEE]) R E o M
BARAARRRIEZIEEZEH®
ER(BREEBLEER) - E4X5HE
EXUNZEL2EFERERREBLH
A EFRIAREEBBEBEHWEIRE DR
RN (AL EER TH A &

AEEWHIEE QR HBEBELT
) FEZE O R BESGE
Il o
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2.1 Basis of preparation (continued)

Basis of consolidation (continued)

When the Company has, directly or indirectly, less than a majority
of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power
over an investee, including:

(@) the contractual arrangement with the other vote holders of
the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control, and continue to
be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income
are attributed to the owners of the parent of the Group and to the
non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. All intra-group assets and
liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full
on consolidation.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one or
more of the three elements of control described above. A change in
the ownership interest of a subsidiary (without a loss of control) is
accounted for as an equity transaction.

Certain comparative figures have been reclassified to conform to
current year’s presentation.

21 REEE )

HmEEREE g
MARAREEKEEREARRED
GRS G2 3% LD\
BH AAEERTEERTES
HHIREDARNENEEZE—Y
HBEERIBER B -

(@ HFEWERARHEMEBEZER
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R R R R R AR — B 2 E R
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HAEAREEZEHERILEER -

B kEMEEE SN SAKRIED
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2.2Changes in accounting policies and
disclosures

The Group has applied the following amendments to HKFRSs
issued by the HKICPA to these financial statements for the current
accounting period:

° Amendments to HKAS 16, Property, plant and equipment:
Proceeds before intended use

° Amendments to HKAS 37, Provisions, contingent liabilities
and contingent assets: Onerous contracts — cost of fulfilling
a contract

The Group has not applied any new standard or interpretation that
is not yet effective for the current accounting period. Impacts of the
adoption of the amended HKFRSs are discussed below:

Amendments to HKAS 16, Property, plant and
equipment: Proceeds before intended use

The amendments prohibit an entity from deducting the proceeds
from selling items produced before that asset is available for use
from the cost of an item of property, plant and equipment. Instead,
the sales proceeds and the related costs should be included in
profit and loss. The amendments do not have a material impact
on these financial statements as the Group does not sell items
produced before an item of property, plant and equipment is
available for use.

Amendments to HKAS 37, Provisions,
contingent liabilities and contingent assets:
Onerous contracts — cost of fulfilling a contract

The amendments clarify that for the purpose of assessing whether a
contract is onerous, the cost of fulfilling the contract includes both
the incremental costs of fulfilling that contract and an allocation of
other costs that relate directly to fulfilling contracts.

Previously, the Group included only incremental costs when
determining whether a contract was onerous. In accordance
with the transitional provisions, the Group has applied the new
accounting policy to contracts for which it has not yet fulfilled all
its obligations at 1 January 2022, and has concluded that none of
them is onerous.
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23X EEHHEHME

2.3 Summary of significant accounting policies

Fair value measurement

The Group measures its financial assets and financial liabilities at
fair value through profit or loss, financial assets at fair value through
other comprehensive income, debt securities in issue designated at
fair value through profit or loss and derivative financial instruments,
fund investments, debt investments and equity investments at fair
value at the end of each reporting period. Fair value is the price that
would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement
date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place
either in the principal market for the asset or liability, (or in the
absence of a principal market) in the most advantageous market for
the asset or liability. The principal or the most advantageous market
must be accessible by the Group. The fair value of an asset or a
liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic benefits
by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest
and best use.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.
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2.3 Summary of significant accounting policies
(continued)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 - based on valuation techniques for which the
lowest level input that is significant to the
fair value measurement is observable (either
directly or indirectly)

Level 3 - based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than financial
assets), the asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-generating
unit’s value in use and its fair value less costs of disposal, and
is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from
other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the
asset belongs.
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2.3 Summary of significant accounting policies

23X ESHHERME(»)

(continued)

Impairment of non-financial assets (continued)

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. 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 the time value of money and the risks specific to
the asset. An impairment loss is charged to profit or loss in the
period in which it arises in those expense categories consistent with
the function of the impaired asset.

An assessment is made at the end of each reporting period as to
whether there is an indication that previously recognised impairment
losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously
recognised impairment loss of an asset is reversed only if there has
been a change in the estimates used to determine the recoverable
amount of that asset, but not to an amount higher than the carrying
amount that would have been determined (net of any depreciation)
had no impairment loss been recognised for the asset in prior
years. A reversal of such an impairment loss is credited to profit or
loss in the period in which it arises.

Property, plant and equipment and depreciation
Property, plant and equipment are stated at cost less accumulated
depreciation and any impairment losses. The cost of an item of
property, plant and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance,
is normally charged to profit or loss in the period in which it is
incurred. In situations where the recognition criteria are satisfied,
the expenditure for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant parts
of property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.
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2.3 Summary of significant accounting policies 2.3 TE@:HHEME »)

(continued)

Property, plant and equipment and depreciation
(continued)

Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over its estimated useful life. The principal annual rates used
for this purpose are as follows:

Buildings 25-40 years
Leasehold improvements 3 years
Office equipment 3 years
Furniture and fixtures 3 years
Motor vehicles 3 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at each
financial year end.

An item of property, plant and equipment including any significant
part initially recognised is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any
gain or loss on disposal or retirement recognised in profit or loss in
the year the asset is derecognised is the difference between the net
sales proceeds and the carrying amount of the relevant asset.
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2.3 Summary of significant accounting policies

23X ESHHERME(»)

(continued)

Leases

The Group assesses at contract inception 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.

Group as a lessee

The Group applies a single recognition and measurement approach
for all leases, except for short-term leases and leases of low-value
assets. The Group recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the
underlying assets.

(@) Right-of-use assets

Right-of-use assets are recognised at the commencement
date of the lease (that is the date the underlying asset is
available for use). Right-of-use assets are measured at cost,
less any accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of lease liabilities.
The cost of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date less any
lease incentives received. Right-of-use assets are depreciated
on a straight-line basis over the shorter of the lease terms and
the estimated useful lives of the assets as follows:

Leasehold land 25 to 40 years
Building 1 to 3 years

If ownership of the leased asset transfers to the Group by
the end of the lease term or the cost reflects the exercise
of a purchase option, depreciation is calculated using the
estimated useful life of the asset.

The Group’s right-of-use assets are included in property, plant
and equipment.
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2.3 Summary of significant accounting policies
(continued)

Leases (continued)
Group as a lessee (continued)

(o)

Lease liabilities

Lease liabilities are recognised at the commencement date
of the lease at the present value of lease payments to be
made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any
lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be
paid under residual value guarantees. The lease payments also
include the exercise price of a purchase option reasonably
certain to be exercised by the Group and payments of
penalties for termination of a lease (if the lease term reflects
the Group exercising the option to terminate). The variable
lease payments that do not depend on an index or a rate are
recognised as an expense in the period in which the event or
condition that triggers the payment occurs.

In calculating the present value of lease payments, the
Group uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the
lease is not readily determinable. After the commencement
date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease payments
made. In addition, the carrying amount of lease liabilities is
remeasured if there is a modification, a change in the lease
term, a change in lease payments (e.g., a change to future
lease payments resulting from a change in an index or rate)
or a change in assessment of an option to purchase the
underlying asset.

The Group’s lease liabilities are included in interest bearing
borrowings.
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2.3 Summary of significant accounting policies

23X ESHHERME(»)

(continued)

Leases (continued)
Group as a lessee (continued)
(c) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to its short-term leases of property and office equipment (that
is those leases that have a lease term of 12 months or less
from the commencement date and do not contain a purchase
option). It also applies the recognition exemption for leases
of low-value assets to leases of office equipment and laptop
computers that are considered to be of low value.

Lease payments on short-term leases and leases of low-value
assets are recognised as an expense on a straight-line basis
over the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or
when there is a lease modification) each of its leases as either an
operating lease or a finance lease.

Leases in which the Group does not transfer substantially all
the risks and rewards incidental to ownership of an asset are
classified as operating leases. When a contract contains lease and
non-lease components, the Group allocates the consideration in
the contract to each component on a relative stand-alone selling
price basis. Rental income is accounted for on a straight-line basis
over the lease terms and is included in revenue in the consolidated
statement of profit or loss due to its operating nature. Initial direct
costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised
over the lease term on the same basis as rental income. Continge