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Hong Kong Interbank Clearing Limited
Year ended 31 December 2022

Directors’ Report

The directors submit herewith their report together with the audited financial statements for
the year ended 31 December 2022.

Principal activities

The principal activities of Hong Kong Interbank Clearing Limited (the “Company”) during the
year were the provision of clearing services to banks in Hong Kong in respect of payment
and settlement of funds in Hong Kong dollars, US dollars, Euros and Renminbi. The
Company also provided fund settlement services to the Central Moneymarkets Unit of the
Hong Kong Monetary Authority and clearing system development services. The principal
activities of its subsidiaries are set out in note 1 to the consolidated financial statements.

Recommended dividend

The Group's profit for the year ended 31 December 2022 and the Group’s financial position
at that date are set out in the consolidated financial statements on pages 9 to 11.

The directors do not recommend the payment of a dividend (2021: Nil) in respect of the year
ended 31 December 2022.

Share capital

Details of share capital of the Company are set out in note 17 to the consolidated financial
statements. There were no movements during the year.

Directors
The directors of the Company during the year and up to the date of this report were:

Howard Tat Chi Lee
Hak Wan Pou
Tat Keung Chan (alternate for Howard Tat Chi Lee and Hak Wan Pou)

David Allen Grimme

Luanne Hui Hung Lim (resigned as alternate for David Allen Grimme on 1 June 2022)
Vivien Wai Man Chiu (resigned as alternate for David Allen Grimme on 1 January 2022)
Eunice Cheuk Yee Leung (appointed as alternate for David Allen Grimme on 1 January

2022)

Nelson Ning So (appointed as alternate for David Allen Grimme on 1 January
2023)

Xiangqun Zhong

Ping Wa Lo (resigned as alternate for Xiangqun Zhong on 1 April 2022)

Kwun Hung Yip (appointed as alternate for Xiangqun Zhong on 1 April 2022)

Yi Sun (alternate for Xiangqun Zhong)



Hong Kong Interbank Clearing Limited
Year ended 31 December 2022

Directors (continued)

Wai Hing Cheung

Paul King Dao Wan (alternate for Wai Hing Cheung)

Dickson Chan (altemate for Wai Hing Cheung)

Christopher Edward Ben (resigned as alternate for Wai Hing Cheung on 30 April 2022)

Hon Shing Tong

Wai Yin Wong (alternate for Hon Shing Tong)

Wai Sang Lo (alternate for Hon Shing Tong)

Sai Ming Chan

Chi Ho Young (resigned as alternate for Sai Ming Chan on 30 September 2022)
Wing Kwan Chong (appointed as alternate for Sai Ming Chan on 30 September 2022)
Peter Wai Hing Hui (altemate for Sai Ming Chan)

Hugo Pak Hon Leung

Fabien Simon (alternate for Hugo Pak Hon Leung)

Eva Mei Seong Wong
Man Tat Siu

There being no provision in the Company’s Articles of Association for retirement of directors
by rotation, all existing directors continue in office for the ensuing year.

Indemnity of directors
A permitted indemnity provision (as defined in section 469 of the Hong Kong Companies

Ordinance) for the benefit of the directors of the Company is currently in force and was in
force throughout this year.



Hong Kong Interbank Clearing Limited
Year ended 31 December 2022

Directors’ interests in transactions, arrangement or contracts

Messrs Howard Tat Chi Lee, Hak Wan Pou and Tat Keung Chan are officers of the Hong
Kong Monetary Authority (‘HKMA”) from which the Company received service charges,
system development and operation service fees, transaction fees and Trade Repository
project income amounting to HK$38,349,287 (2021: HK$39,521,360), HK$124,250,286
(2021: HK$29,389,421), HK$743,291 (2021: HK$764,959) and HK$13,801,780 (2021:
HK$17,002,702) respectively during the year. The Company also paid a standby backup
service fee of HK$8,400 (2021: HK$8,400) and housing services for computer equipments of
HK$87,000 (2021: HK$87,000) to the HKMA. The Company’s subsidiaries received
HK$58,560 (2021: HK$58,560), HK$231,012 (2021: HK$227,981), HK$381,511 (2021:
HK$4,873,598) and HK$38,023,521 (2021: HK$0) from the HKMA for data centre services,
HKICL Network services, FinTech initiatives and the development, implementation and
production support fee of Commercial Data Interchange (CDI) project respectively during the
year. The Company'’s subsidiary also received a loan of HK$116,000,000 from the HKMA
during the year.

Mr David Allen Grimme, Ms Luanne Hui Hung Lim, Ms Vivien Wai Man Chiu, Ms Eunice
Cheuk Yee Leung and Mr Nelson Ning So are or were directors or senior management of
The Hongkong and Shanghai Banking Corporation Limited (“HSBC") from which the
Company received transaction fees, system development fees and production support
income amounting to HK$68,498,512 (2021: HK$64,710,837), HK$554,368 (2021:
HK$1,898,064) and HK$214,550 (2021: HK$210,250) respectively during the year. The
Company also paid staff housing loan interest of HK$32 (2021: HK$158) to HSBC and made
employer's mandatory provident fund contributions of HK$5,281,891 (2021: HK$5,518,167)
to funds managed by HSBC. The Company’s subsidiaries received Direct Debit
Authorisation Exchange service fee income of HK$153,638 (2021: HK$289,208), HKICL
Network service fee income of HK$21,888 (2021: HK$21,664), Electronic Bill Presentment
System service fee income of HK$3,962 (2021: HK$3,843), FPS Merchant Payment Scheme
fee income of HK$915,993 (2021: HK$517,801), eTradeConnect project of HK$1,199,999
(2021: HK$1,185,261), Credit Reference Platform (CRP) onboarding fee income of
HK$705,000 (2021: HK$0) and interest income amounting to HK$962 (2021: HK$111) from
HSBC during the year.

Messrs Xiangqun Zhong, Kwun Hung Yip, Ping Wa Lo and Ms Yi Sun are or were directors
or senior management of Bank of China (Hong Kong) Limited (“BOCHK") from which the
Company received transaction fees, system development fees, production support income
and interest income amounting to HK$46,734,741 (2021: HK$46,647,622), HK$149,321
(2021: HK$306,689), HK$12,828,625 (2021: HK$12,129,184) and HK$3,629,069 (2021:
HK$9,894) respectively during the year. The Company had not incurred standby backup
service fee (2021. HK$77,945) and paid bank borrowing interest of HK$2,270,140 (2021:
HK$1,644,779) to BOCHK during the year. The Company’s subsidiaries received Direct
Debit Authorisation Exchange service fee income of HK$72,835 (2021: HK$183,726), HKICL
Network service fee income of HK$10,944 (2021: HK$10,832), Electronic Bill Presentment
System service fee income of HK$715 (2021: HK$1,107), FPS Merchant Payment Scheme
fee income of HK$772,869 (2021: HK$504,783), eTradeConnect project of HK$1,199,999
(2021: HK$1,185,261), CRP onboarding fee income of HK$185,000 (2021: HK$0) and
interest income amounting to HK$7,982 (2021: HK$273) from BOCHK during the year.



Hong Kong Interbank Clearing Limited
Year ended 31 December 2022

Directors’ interests in transactions, arrangement or contracts (continued)

Ms Wai Hing Cheung, Messrs Paul King Dao Wan, Dickson Chan and Christopher Edward
Ben are or were directors or senior management of Standard Chartered Bank (Hong Kong)
Limited (“SCB”) from which the Company received transaction fees, system development
fees and interest income amounting to HK$33,184,324 (2021: HK$29,928,948), HK$156,632
(2021: HK$413,069) and HK$77,984 (2021: HK$385) respectively during the year. The
Company'’s subsidiaries received Direct Debit Authorisation Exchange service fee income of
HK$94,767 (2021: HK$164,419), HKICL Network service fee income of HK$10,944 (2021:
HK$10,832), FPS Merchant Payment Scheme fee income of HK$308,784 (2021:
HK$113,901), eTradeConnect project of HK$1,199,999 (2021: HK$1,185,261), CRP
onboarding fee income of HK$470,000 (2021: HK$0) and interest income amounting to
HK$13,211 (2021: HK$25,051) from SCB during the year.

Messrs Hon Shing Tong, Wai Yin Wong and Wai Sang Lo are directors or senior
management of The Bank of East Asia, Limited (‘BEA”) from which the Company received
transaction fees and system development fees amounting to HK$9,687,197 (2021:
HK$8,513,442) and HK$23,837 (2021: HK$0) respectively during the year. The Company’s
subsidiaries received Direct Debit Authorisation Exchange service fee income of HK$36,407
(2021: HK$47,806), HKICL Network service fee income of HK$10,944 (2021: HK$10,832),
Electronic Bill Presentment System service fee income of HK$30 (2021:. HK$5,193), FPS
Merchant Payment Scheme fee income of HK$17,646 (2021: HK$5,102), eTradeConnect
project of HK$1,199,999 (2021: HK$1,185,261) and CRP onboarding fee income of
HK$470,000 (2021: HK$0) from BEA during the year.

Messrs Sai Ming Chan, Chi Ho Young, Wing Kwan Chong and Peter Wai Hing Hui are or
were directors or senior management of Nanyang Commercial Bank, Limited (“NCB”) from
which the Company received fransaction fees, system development fees and interest income
amounting to HK$2,947,934 (2021: HK$3,072,800), HK$23,837 (2021: HK$0) and
HK$381,007 (2021: HK$0) respectively during the year. The Company’s subsidiary received
Direct Debit Authorisation Exchange service fee income of HK$4,778 (2021: HK$8,577),
HKICL Network service fee income of HK$10,944 (2021: HK$10,832), FPS Merchant
Payment Scheme fee income of HK$14,391 (2021: HK$8,187) and CRP onboarding fee
income of HK$110,000 (2021: HK$0) from NCB during the year.

Messrs Hugo Pak Hon Leung and Fabien Simon are directors or senior management of BNP
Paribas (“BNP”) from which the Company received transaction fees amounting to
HK$5,055,298 (2021: HK$5,046,367) during the year. The Company’s subsidiaries received
Direct Debit Authorisation Exchange service fee income of HK$55 (2021: HK$105), HKICL
Network service fee income of HK$10,944 (2021: HK$10,832), eTradeConnect project of
HK$1,199,899 (2021: HK$1,185,261) and CRP onboarding fee income of HK$75,000 (2021:
HK$0) from BNP during the year.

Save as disclosed above, no transactions, arrangements or contracts of significance to which
the Company, or any of the Company’s subsidiaries was a party and in which a director nor a
connected entity of a director of the Company had a material interest, whether directly or
indirectly subsisted at the end of the year or at any time during the year.



Hong Kong interbank Clearing Limited
Year ended 31 December 2022

Directors’ interests

At no time during the year was the Company or any of the Company’s subsidiaries a party to
any arrangement to enable the directors and the chief executive of the Company (including
their spouse and children under 18 years of age) to hold any interests or short positions in
the shares or underlying shares in, or debentures of, the Company or its associated
corporation

Management contracts

No contracts conceming the management and administration of the whole or any substantial
part of the business of the Company were entered into or existed during the year.

Auditors
KPMG retire and, being eligible, offer themselves for re-appointment. A resolution for the re-

appointment of KPMG as auditors of the Company is to be proposed at the forthcoming
Annual General Meeting.

By order of the board

Bl p

David Allen Grimme
Chairperson

Hong Kong
9 March 2023
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Independent auditor’s report to the members of

Hong Kong Interbank Clearing Limited
(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of Hong Kong Interbank Clearing
Limited (the “Company”) and its subsidiaries (the “Group”) set out on pages 9 to 59, 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 cash flows 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 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 tor 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.

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 to the members of

Hong Kong Interbank Clearing Limited (continued)
(Incorporated in Hong Kong with limited liability)

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 intemal 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 of the Company are
responsible for assessing the Group’s ability to continue as a going concem, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting
unless the directors of the Company either intend to liquidate the Group or to cease
operations, or have no realistic altemative but to do so.

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 skepticism throughout the audit. We also:

o ldentify 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 lo
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.

o Obtain an understanding of intemal 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.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.
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Independent auditor’s report to the members of

Hong Kong Interbank Clearing Limited (continued)
(Incorporated in Hong Kong with limited liability)

Auditor’s responsibilities for the audit of the consolidated financial statements
(continued)

Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group’s ability
to continue as a going concem. 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 board of directors 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.

P4

&

Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

9 March 2023



Hong Kong Interbank Clearing Limited

Consolidated statement of financial position

as at 31 December 2022
(Expressed in Hong Kong dollars)

Non-current assets

Fixed assets

Intangible assets

Deferred tax assets

Prepayment, deposits and account receivables

Current assets

Prepayment, deposits and account receivables
Tak recoverable
Cash and cash equivalents

Current liabilities

Other payables
Deferred income
Bank borrowings
Lease liabilities
Tax payable

Net current assets

Total assets less current liabilities

Notes

12

12

13

14
16
18
16

Financial statements for the year ended 31 December 2022

2022 2021

HK$ HK$
516,916,580 509,791,616
156,399,691 41,548,884
- 39

38,756,735 17,451,959
712,073,006 568,792,497
107,399,872 115,699,960
- 15,242,573
835,486,276 755,344,821
942,886,148 886,287,354
271,863,331 166,064,526
191,205 225,239
5,794,349 6,355,956
15,590,218 13,802,617
23,456,091 -
316,895,194 176,448,338
625,990,954 709,839,016

1,338,063,960

1,278,631,513



Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Consolidated statement of financial position

as at 31 December 2022 (continued)
(Expressed in Hong Kong dollars)

Notes 2022 2021
HK$ HK$
Non-current liabilities
Other payables 14 95,804,046 12,807,774
Deferred income 16 673,999 2,600
Bank borrowings 18 121,233,321 126,659,508
Lease liabilities 15 39,213,791 41,769,244
Debt securities issued 20 199,673,587 399,374,965
Borrowing from ultimate holding company 19 116,000,000 53,640,000
Deferred tax liabilities 8 21,637,019 22,360,262
594,135,763 656,614,353
NET ASSETS 743,928,197 622,017,160
CAPITAL AND RESERVES
Equity attributable to owners of the Company
Share capital 17 10,000 10,000
Retained earnings 17 743,918,197 622,007,160
TOTAL EQUITY 743,928,197 622,017,160

Approved and authorised for issue by the board of directors on 9 March 2023.

Nyl DA

David Allen Grimme Howard Tat\Chi Lee\
Director Director

The notes on pages 15 to 59 form part of these financial statements.

10



Consolidated statement of profit or loss and other

comprehensive income

for the year ended 31 December 2022
(Expressed in Hong Kong dollars)

Notes

Revenue 3
Other income 4
Total income

Staff costs

Depreciation and amortisation

Premises costs

Operating expenses

Total expenses

Profit from operations

Finance costs

Profit before taxation 5
Income tax 6

Profit for the year

Other comprehensive income for the year

Total comprehensive income for the year

Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

2022 2021
HK$ HK$
698,610,913 541,488,511
9,942,693 5,222,019
708,553,606 546,710,530
(201,050,727)  (214,223,633)
(95,217,573) (69,953,956)
(17,423,743) (25,600,002)
(233,140,385)  (129,496,607)

(546,832,428)  (439,274,198)
161,721,178 107,436,332
(12,923,556) (13,494,433)
148,797,622 93,941,899
(26,886,585) (15,642,215)
121,911,037 78,299,684
121,911,037 78,299,684

The notes on pages 15 to 59 form part of these financial statements.
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Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Consolidated statement of changes in equity

for the year ended 31 December 2022
(Expressed in Hong Kong dollars)

Share Retained
Notes capital earnings Total
HK$ HK$ HK$
(Note 17)
Balance at 1 January 2021 10,000 543,707,476 543,717,476
Profit and total comprehensive
income for the year 17 - 78,299,684 78,299,684
Balance at 31 December 2021
and 1 January 2022 10,000 622,007,160 622,017,160
Profit and total comprehensive
income for the year 17 - 121,911,037 121,911,037
Balance at 31 December 2022 10,000 743,918,197 743,928,197

The notes on pages 15 to 59 form part of these financial statements.
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Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Consolidated cash flows statement

for the year ended 31 December 2022
(Expressed in Hong Kong dollars)

Notes 2022 2021
HK$ HK$

Cash flows from operating activities
Profit before tax 148,797,622 93,941,899
Adjustments for:
- Depreciation charge 5 72,844 575 55,978,664
- Amortisation charge of intangible assets 5 22,678,667 14,527,357
- Amortisation of deferred income 5 (305,669) (652,065)
- Loss on disposal of fixed assets - 16,654
- Interest income 4 (6,765,990) (2,894,489)
- Interest expenses 12,923,556 13,494,433
Operating cash flows before changes in

working capital 250,172,761 174,512,453
(Increase)/decrease in prepayment and

receivables (9,419,843) 16,376,173
Increase in payables 198,753,778 46,159,739
Cash generated from operations 439,506,696 237,048,365
Hong Kong profits tax refund/(paid) 10,988,875 (31,333,065)
Net cash generated from operating activities 450,495,571 205,715,300
Cash flows from investing activities
Payment for the purchase of fixed assets and

intangible assets (201,394,893) (132,514,644)
Interest received 3,234,445 3,055,634
Net cash used in investing activities (198,160,448) (129,459,010)

13




Consolidated cash flows statement

for the year ended 31 December 2022 (continued)

(Expressed in Hong Kong dollars)

Notes

Cash fiow from financing activities

Advance payment from the ultimate holding
company

Proceeds of borrowing from the ultimate holding
company

Repayment of principal of bank borrowings

Capital element of lease rentals paid

Interest element of lease rentals paid

Interest paid on bank borrowings

Interest paid on debts securities issued

Redemption of debt securities issued

Net cash (used in)/generated from financing
activities

Net increase in cash and cash equivalents

Cash and cash equivalents at 1 January 13

Cash and cash equivalents at 31 December 13

Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

2022 2021

HKS$ HK$
943,034 -
62,360,000 53,640,000
(6,056,025) (6,258,148)
(16,883,974) (20,664,366)
(1,027,194) (1,013,337)
(2,201,909) (1,652,422)
(9,327,600) (9,259,800)
(200,000,000) -
(172,193,668) 14,791,927
80,141,455 91,048,217
755,344,821 664,296,604
835,486,276 755,344,821

The notes on pages 15 to 59 form part of these financial statements.

14



Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Notes to the consolidated financial statements
(Expressed in Hong Kong dollars unless otherwise indicated)

Corporate and group information

Hong Kong Interbank Clearing Limited (the “Company”) and its subsidiaries (together
referred to as the “Group”)) are engaged in providing clearing services to banks in Hong
Kong in respect of payment and settlement of funds in Hong Kong dollars, US dollars, Euros
and Renminbi. The Company also provides fund settlement services to the Central
Moneymarkets Unit (“*CMU") of the Hong Kong Monetary Authority and clearing system
development services.

The Company is a limited liability company incorporated in Hong Kong. The address of its
registered office is Unit B, 25/F, MG Tower, 133 Hoi Bun Road, Kwun Tong, Kowloon, Hong
Kong.

Information about subsidiaries

HKICL Services Limited (“HSL") is a wholly owned subsidiary of the Company. HSL is
engaged in the provision of Commercial Credit Reference Agency services, data centre
services, CD-ROM production services, Direct Debit Authorization Exchange services,
HKICL Network services, Electronic Bill Presentment System services, Secure E-Mail
Backup services and FPS Merchant Payment Scheme.

HKICL Technology Solutions Limited (*HTSL") is a wholly owned subsidiary of the Company.
HTSL is engaged in financial technologies (FinTech) to deliver projects which are not related
to conventional payment services, including the development, implementation and operation
of Commercial Data Interchange platform (“CDI") and HKICL cloud computing platform
(“ICLCloud").

Credit Reference Platform Limited (“CRPL") was established as a subsidiary wholly owned
by HTSL. CRPL is engaged in the operation of the Credit Reference Platform (“CRP”) under
a Multiple Credit Reference Agencies Model, which aims to facilitate the exchange of
encrypted consumer credit-related information between participating credit providers and
selected credit reference agencies.

Hong Kong Trade Finance Platform Company Limited (‘HKTFPCL") was established as a
subsidiary wholly owned by HTSL. HKTFPCL is engaged in the provision of operating the
eTradeConnect system and the operation of cross-border connection between
eTradeConnect and People’s Bank of China Trade Finance Platform.

15



@

(b)

(c)

Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Significant accounting policies
Statement of compliance

These consolidated financial statements have been prepared in accordance with Hong Kong
Financial Reporting Standards (‘HKFRSs), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards
(HKASs) and Interpretations issued by the Hong Kong Institute of Certified Public
Accountants (HKICPA), accounting principles generally accepted in Hong Kong and the
requirements of the Hong Kong Companies Ordinance. Significant accounting policies
adopted by the Group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available
for early adoption for the current accounting period of the Group. Note 2(c) 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.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31 December 2022 comprise the
company and its subsidiaries.

The preparation of financial statements in conformity with HKFRSs requires management to
make judgements, estimates and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the
judgements about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Changes in accounting policies

The HKICPA has issued a number of amendments to HKFRSs that are first effective for the
current accounting period of the Company.

¢ 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

None of the developments have had a material effect on how the Company’s results and
financial position for the current or prior periods have been prepared or presented. The
Company has not applied any new standard or interpretation that is not yet effective for the
current accounting period.
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Significant accounting policies (continued)
Trade and other receivables

Trade and other receivables are recognised when the Group has an unconditional right to
receive consideration. A right to receive consideration is unconditional if only the passage of
time is required before payment of that consideration is due. If revenue has been recognised
before the Group has an unconditional right to receive consideration, the amount is
presented as a contract asset (see note 2(k)).

Receivables are stated at amortised cost using the effective interest method less allowance
for credit losses as determined below:

The loss allowance is measured at an amount equal to lifetime expected credit losses
(ECLs), which are those losses that are expected to occur over the expected life of the trade
receivables. The loss allowance is estimated using a provision matrix based on the Group's
historical credit loss experience, adjusted for factors that are specific to the debtors and an
assessment of both the current and forecast general economic conditions at the reporting
date.

ECLs are remeasured at each reporting date with any changes recognised as an impairment
gain or loss in profit or loss. The Group recognises an impairment gain or loss with a
corresponding adjustment to the carrying amount of trade and other receivables through a
loss allowance account.

The gross carrying amount of a trade debtor or other receivable is written off (either partially
or in full) to the extent that there is no realistic prospect of recovery. This is generally the
case when the Group determines that the debtor does not have assets or sources of income
that could generate sufficient cash flows to repay the amounts subject to the write-off.
Financial assets and financial liabilities

Recognition and initial measurement

A financial asset or financial liability is measured initially at fair value plus, for an item not at
FVTPL, transaction costs that are directly attributable to its acquisition or issue.

Classification and subsequent measurement

On initial recognition, the Group classifies financial assets as measured at amortised cost 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:

- it is held within a business model whose objective is to hold assets to coliect contractual
cash flows; and

- its contractual terms give rise on specified dates to cash flows that are SPPI.

All other financial assets of the Group are measured at FVTPL.
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Significant accounting policies (continued)
Business model assessment

In making an assessment of the objective of the business model in which a financial asset is
held, the Group considers all of the relevant information about how the business is managed,
including:

- the documented investment strategy and the execution of this strategy in practice. This
includes whether the investment strategy focuses on earning contractual interest income,
maintaining a particular interest rate profile, matching the duration of the financial assets
to the duration of any related liabilities or expected cash outflows or realising cash flows
through the sale of the assets;

- how the performance of the portfolio is evaluated and reported to the Group’s
management;

- the risks that affect the performance of the business model (and the financial assets held
within that business model) and how those risks are managed;

- how the investment manager is compensated: e.g. whether compensation is based on the
fair value of the assets managed or the contractual cash flows collected: and

- the frequency, volume and timing of sales of financial assets in prior periods, the reasons
for such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for
derecognition are not considered sales for this purpose, consistent with the Group’s
continuing recognition of the assets.

Assessment whether contractual cash flows are SPPI

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial
asset on initial recognition. ‘Interest’ is defined as consideration for the time value of money
and for the credit risk associated with the principal amount outstanding during a particular
period of time and for other basic lending risks and costs (e.g. liquidity risk and administrative
costs), as well as a profit margin.

In assessing whether the contractual cash flows are SPPI, 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 this assessment, the Group considers:

contingent events that would change the amount or timing of cash flows;

leverage features;

prepayment and extension features;

terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse
features); and
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Significant accounting policies (continued)

- features that modify consideration of the time value of money (e.g. periodical reset of
interest rates). :

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition unless the Group
were to change its business model for managing financial assets, in which case all affected
financial assets would be reclassified on the first day of the first reporting period following the
change in the business model.

Financial liabilities - Classification, subsequent measurement and gains and losses
Financial liabilities are classified as measured at amortised cost or FVTPL.

A financial liability is classified as at FVTPL if it is classified as held-for-trading, it is a
derivative or it is designated as such on initial recognition. Financial liabilities at FVTPL are
measured at fair value and net gains and losses, including any interest expense, are
recognised in profit or loss.

Other financial liabilities are subsequently measured at amortised cost using the effective
interest method. Interest expense and foreign exchange gains and losses are recognised in
profit or loss. Any gain or loss on derecognition is also recognised in profit or loss.

Amortised cost measurement

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 loss allowance.

Impairment

The Group recognises loss allowances for ECLs on financial assets measured at amortised
cost.

The Group measures loss allowances at an amount equal to lifetime ECLs, except for the
following, which are measured at 12-month ECLs:

- financial assets that are determined to have low credit risk at the reporting date; and

- other financial assets for which credit risk (i.e. the risk of default occurring over the
expected life of the asset) has not increased significantly since initial recognition

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECLs, the Group considers reasonable and
supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis, based on the Group's
historical experience and informed credit assessment and including forward-looking
information.
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Significant accounting policies (continued)

The Group assumes that the credit risk on a financial asset has increased significantly if it is
more than 90 days past due.

The Group considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the Group in full, without recourse
by the Group to actions such as realising security (if any is held); or

- the financial asset is more than 90 days past due.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life
of a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible
within the 12 months after the reporting date (or a shorter period if the expected life of the
instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period
over which the Group is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e. the difference between the cash flows due to the
entity in accordance with the contract and the cash flows that the Group expects to receive).
ECLs are discounted at the effective interest rate of the financial asset.

Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at amortised
cost 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 the following observable data:

- significant financial difficuity of the borrower or issuer,

- a breach of contract such as a default or being more than 90 days past due; or

- itis probable that the borrower will enter bankruptcy or other financial reorganisation

Presentation of allowance for ECLs in the statement of financial position

Loss allowances for financial assets measured at amortised cost are deducted from the
gross carrying amount of the assets.
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Significant accounting policies (continued)
Write-off

The gross carrying amount of a financial asset is written off when the Group has no
reasonable expectations of recovering a financial asset in its entirety or a portion thereof.

Derecognition

The Group derecognises a financial asset when the contractual rights to the cash flows from
the asset expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all of the risks and rewards of ownership of the financial
asset are transferred or in which the Group neither transfers nor retains substantially all of
the risks and rewards of ownership and does not retain control of the financial asset.

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 that is derecognised) and
the consideration received (including any new asset obtained less any new liability assumed)
is recognised in profit or loss. Any interest in such transferred financial assets that is created
or retained by the Group is recognised as a separate asset or liability.

The Group enters into transactions whereby it transfers assets recognised on its statement of
financial position, but retains either all or substantially all of the risks and rewards of the
transferred assets or a portion of them. If all or substantially all of the risks and rewards are
retained, then the transferred assets are not derecognised. Transfers of assets with
retention of all or substantially all of the risks and rewards include sale and repurchase
transactions.

The Group derecognises a financial liability when its contractual obligations are discharged
or cancelled, or expire.

On derecognition of a financial liability, the difference between the carrying amount
extinguished and the consideration paid (including any non-cash assets transferred or
liabilities assumed) is recognised in profit or loss.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the
statement of financial position when, and only when, the Group has a legally enforceable
right to offset the amounts and intends either to settle them on a net basis or to realise the
asset and seftle the liability simuitaneously.

Income and expenses are presented on a net basis for gains and losses from financial
instruments at FVTPL and foreign exchange gains and losses.

Subsidiaries

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.
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Significant accounting policies (continued)

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.

When the Group loses control of a subsidiary, it is accounted for as a disposal of the entire
interest in that subsidiary, with resulting gain or loss being recognised in profit or loss.

Investments in subsidiaries are stated at cost less any impairment losses (see note 2(e)(iv)).
Any such impairment losses are recognised as an expense in profit or loss.

Fixed assets and depreciation

Fixed assets are stated in the balance sheet at cost less accumulated depreciation and
impairment losses (see note 2(j)).

Depreciation is calculated to write off the cost or valuation of items of fixed assets, less their
estimated residual value, if any, using the straight line method over their estimated useful
lives as foliows:

- Land and buildings Over the shorter of 50 years or remaining period of lease
- Infrastructure 5-10 years
- Furniture and fixtures 5 years
- Computer hardware/software 3 -5years
- Office equipment 4 years
- Telephone systems 4 years
- Motor vehicle 5 years
- Leasehold improvements 3 years

Both the useful life of an asset and its residual value, if any, are reviewed annually.

The carrying amounts of fixed assets are reviewed for indications of impairment at the end of
each reporting period. An impairment loss is recognised in profit or loss if the carrying
amount of an asset, or the cash-generating unit to which it belongs, exceeds its recoverable
amount. The recoverable amount of an asset, or of the cash generating unit to which it
belongs, is the greater of its fair value less costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. An impairment loss is reversed if there has been a
favourable change in the estimates used to determine the recoverable amount.
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Significant accounting policies (continued)

Gains or losses arising from the retirement or disposal of fixed assets are determined as the
difference between the net disposal proceeds and the carrying amount of the asset and are
recognised in the profit or loss on the date of retirement or disposal.

Land and buildings are measured at fair value less any subsequent accumulated
depreciation and impairment losses.

Depreciation is calculated to write off the cost of fixed assets on a reducing balance basis
over their estimated useful lives.

Intangible asset

Intangible assets mainly comprise of purchased and developed computer software. Costs
associated with maintaining computer software are recognised as an expense as incurred.

Development costs that are directly attributable to the design and testing of identifiable and
unique software products controlled by the Group are recognised as intangible assets when
the following criteria are met:

e [t is technically feasible to complete the software product so that it will be available for
use;

¢ Management intends to complete the software product and use or sell it
¢ There is an ability to use or sell the software product;

¢ [t can be demonstrated how the software product will generate probable future economic
benefits;

¢ Adequate technical, financial and other resources to complete the development and to
use or sell the software product are available; and

e The expenditure attributable to the software product during its development can be
reliably measured.

Computer software development costs recognised as assets are stated at cost less
accumulated amortisation and impairment losses (see note 2(j)), if any. Amortisation of
computer software is charged to the profit or loss on a straight-line basis over the assets’
estimated useful lives of 3 to 5 years, commencing from the date of first usage.

Leased assets

At inception of a contract, the Group assesses whether the 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. Control is conveyed
where the customer has both the right to direct the use of the identified asset and to obtain
substantially all of the economic benefits from that use.
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Significant accounting policies (continued)
As a lessee

Where the contract contains lease components and non-lease components, the Group does
not elect to combine the lease and non-lease components. The Group has taken a simplified
approach to consider and allocate costs from operating lease elements. For all leases other
than property leases, the Group does not separate lease and non-lease components.

At the lease commencement date, the Group recognises a right-of-use asset and a lease
liability. When the Group enters into a lease in respect of a low-value asset, the Group
decides whether to capitalise the lease on a lease-by-lease basis. The lease payments
associated with those leases which are not capitalised are recognised as an expense on a
systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially recognised at the present value of
the lease payments payable over the lease term, discounted using the interest rate implicit in
the lease or, if that rate cannot be readily determined, using a relevant incremental borrowing
rate. After initial recognition, the lease liability is measured at amortised cost and interest
expense is calculated using the effective interest method. Variable lease payments that do
not depend on an index or rate are not included in the measurement of the lease liability and
hence are charged to profit or loss in the accounting period in which they are incurred.

The right-of-use asset recognised when a lease is capitalised is initially measured at cost,
which comprises the initial amount of the lease liability plus any lease payments made at or
before the commencement date, and any initial direct costs incurred. Where applicable, the
cost of the 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,
discounted to their present value, less any lease incentives received. The right-of-use asset
is subsequently stated at cost less accumulated depreciation and impairment losses (see
notes 2(g) and 2(j)) except for the following type of right-of-use asset:

- right-of-use assets related to interests in leasehold land where the interest in the land is
held as inventory are carried at the lower of cost and net realisable value in accordance
with note 2(g).

The lease liability is remeasured when there is a change in future lease payments arising
from a change in an index or rate, or there is a change in the Group's estimate of the amount
expected to be payable under a residual value guarantee, or there is a change arising from
the reassessment of whether the Group will be reasonably certain to exercise a purchase,
extension or termination option. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of the right-of-use asset, or is
recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to
zero.

The Group presents right-of-use assets that do not meet the definition of investment property

in ‘other property, plant and equipment’ and presents lease liabilities separately in the
statement of financial position.
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Significant accounting policies (continued)
Impairment of non-current assets

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

- fixed assets, including right-of-use assets (other than property carried at revalued
amounts); and

- intangible assets.

If any such indication exists, the asset’s recoverable amount is estimated. In addition, for
intangible assets that are not yet available for use and intangible assets that have indefinite
useful lives, 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 of disposal
and value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the 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 profit or loss if 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 of disposal (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 an impairment loss 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 profit or loss in the year in which the reversals are
recognised.
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Significant accounting policies (continued)
Contract assets and contract liabilities

A contract asset is recognised when the Group recognises revenue (see note 2(q)) before
being unconditionally entitled to the consideration under the payment terms set out in the
contract. Contract assets are assessed for expected credit losses (ECL) in accordance with
the policy set out in note 2(e)(iv) and are reclassified to receivables when the right to the
consideration has become unconditional (see note 2(d)).

A contract liability is recognised when the customer pays non-refundable consideration
before the Group recognises the related revenue (see note 2(q)). A contract liability would
also be recognised if the Group has an unconditional right to receive non-refundable
consideration before the Group recognises the related revenue. In such cases, a
corresponding receivable would also be recognised (see note 2(d)).

For a single contract with the customer, either a net contract asset or a net contract liability is
presented. For muitiple contracts, contract assets and contract liabilities of unrelated
contracts are not presented on a net basis.

When the contract includes a significant financing component, the contract balance includes
interest accrued under the effective interest method (see note 2(q)).

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and at banks and other financial
institutions, including term deposits that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value.

Interest-bearing borrowings

Interest-bearing borrowings are measured initially at fair value less transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost
using the effective interest method. Interest expense is recognised in accordance with the
Group’s accounting policy for borrowing costs (see note 2(s)).

Employee benefits

Short term employee benefits and contributions to defined contribution retirement plans
Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement
plans and the cost of non-monetary benefits are accrued in the year in which the associated
services are rendered by employees. Where payment or settlement is deferred and the
effect would be material, these amounts are stated at their present values.

Termination benefits

Termination benefits are recognised at the earlier of when the Group can no longer withdraw

the offer of those benefits and when it recognises restructuring costs involving the payment
of termination benefits.
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Significant accounting policies (continued)
Income tax

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
profit or loss 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.

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.

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 differences which arise on initial recognition of
assets and liabilities, 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.

Provisions and contingent liabilities

Provisions are recognised when the Group has a legal or constructive obligation arising as a
result of a past event, 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 expenditure 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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Significant accounting policies (continued)
Revenue and other income

Income is classified by the Group as revenue when it arises from the sale of goods or the
provision of services.

Revenue is recognised on a gross basis when the Group is the principal for its revenue
transactions. Revenue is recognised on a net basis in the amount of fee or commission
received when the Group is the agent for its revenue transactions. In determining whether
the company acts as a principal or as an agent, it considers whether it obtains control of the
products before they are transferred to the customers. Control refers to the Group’s ability to
direct the use of and obtain substantially all of the remaining benefits from the products.

Further details of the Group's revenue and other income recognition policies are as follows:
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is
transferred to the customers at an amount that reflects the consideration to which the Group
expects to be entitled in exchange for those goods or services.

When the consideration in a contract includes a variable amount, the amount of
consideration is estimated to which the Group will be entitled in exchange for transferring the
goods or services to the customer. The variable consideration is estimated at contract
inception and constrained until it is highly probable that a significant revenue reversal in the
amount of cumulative revenue recognised will not occur when the associated uncertainty
with the variable consideration is subsequently resolved.

When the contract contains a financing component which provides the customer a significant
benefit of financing the transfer of goods or services to the customer for more than one year,
revenue is measured at the present value of the amount receivable, discounted using the
discount rate that would be reflected in a separate financing transaction between the Group
and the customer at contract inception. When the contract contains a financing component
which provides the Group a significant financial benefit for more than one year, revenue
recognised under the contract includes the interest expense accreted on the contract liability
under the effective interest method. For a contract where the period between the payment
by the customer and the transfer of the promised goods or services is one year or less, the
transaction price is not adjusted for the effects of a significant financing component, using the
practical expedient in HKFRS 15.

Transaction-based income for the provision of clearing service and Direct Debit Authorization
Exchange service are charged to financial institutions on a monthly basis. Revenue from
transactions is recognised at the point in time when the transaction takes place.

Services fee income are charged on a regular basis and are based on fixed rates or amounts
reviewed annually by the Group. The services fee is recognised overtime as the customer
receives and uses the benefits simultaneously.

System development fees are recognised overtime based on the time incurred as the

relevant assets are created or enhanced under the control of the customers, which are billed
regularly as stipulated in the contracts.

28



m

(s)

Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Significant accounting policies (continued)

CD-ROM production service income is recognised at the point in time when the CD-ROM is
made available for collection by the customers and payment is generally due within 14 days
from the date of billing.

Other income
Interest income is recognised as it accrues using the effective interest rate method.

Deferred income is recognised when the Group received advance payment from the HKMA
for system development. The payment has been deferred on the statement of financial
position and will be recognised as income over the useful life of the assets by way of a
reduced depreciation charge. The Group recovers the recurrent cost of the system
development through annual service charges (note 16).

Translation of foreign currencies

Foreign currency transactions during the year are translated at the foreign exchange rates
ruling at the transaction dates. Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in the profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the foreign exchange rates ruling at the transaction dates.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of
an asset which necessarily takes a substantial period of time to get ready for its intended use
or sale are capitalised as part of the cost of that asset. Other borrowing costs are expensed
in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences
when expenditure for the asset is being incurred, borrowing costs are being incurred and
activities that are necessary to prepare the asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases when substantially all the activities
necessary to prepare the qualifying asset for its intended use or sale are interrupted or
complete.
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Related parties

(@)

(b)

A person, or a close member of that person’s family, is related to the Group if that
person;

0]
(it)
(i)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the Group or the Group’s
parent.

An entity is related to the Group if any of the following conditions applies:

0

(i)

(ii)
(iv)

v

(vi)

(vii)

(viii)

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).

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).

Both entities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the other entity is an associate of
the third entity.

The entity is a post-employment benefit plan for the benefit of employees of
either the Group or an entity related to the Group.

The entity is controlled or jointly controlied by a person identified in (a).

A person identified in (a)(i) 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).

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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Hong Kong interbank Clearing Limited
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The principal activities of the Group comprise the provision of clearing services to banks in
Hong Kong in respect of payment and settlement of funds in Hong Kong dollars, US dollars,
Euros and Renminbi and fund settlement services to the CMU of the HKMA, and other one-
off clearing systems development and implementation services and on-going operational

services.

Revenue from contracts with customers

Disaggregated revenue information for the year ended 31 December

Transaction income

- Clearing services

- FPS Merchant Payment Scheme

- Direct Debit Authorization Exchange services
- Others

Services fee income

- Service charges income for CMU from HKMA
- Services charges income from Fintech initiatives
- Production support services

- Commercial Credit Reference Agency service
- Data centre service

- HKICL Network service

- Secure E-mail backup service

System development fee

CD-ROM production service income

Other income

Interest income
Other income
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2022 2021

HK$ HK$
394,399,365 392,595,881
3,719,523 2,005,639
710,598 1,254,542
7,343 12,937
38,349,287 39,521,360
61,295,611 20,178,229
17,847,435 17,049,637
1,927,541 1,812,328
11,261,487 11,109,576
7,895,752 7,622,188
271,920 272,008
160,889,538 48,122,337
35,513 31,849
698,610,913 541,488,511
2022 2021

HK$ HK$
6,765,990 2,894,489
3,176,703 2,327,530
9,942,693 5,222,019




5

6
(a)

Profit before tax

Profit before tax is arrived at after charging/(crediting):

Auditor's remuneration

- audit services

- tax services

Contributions to Mandatory Provident Fund

Depreciation charge

- owned property, plant and equipment

- right-of-use assets

Foreign exchanges difference, net

Amortisation charge of intangible assets

Amortisation of deferred income

Account surplus for settlement institutions (S1)/
clearing bank (CB)

Computer maintenance

Interest expenses on bank borrowings

Interest expenses on debt securities issued

Interest on lease liabilities

Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Income tax in the consolidated statement of profit or loss

Current taxation in the consolidated statement of profit or loss represents:

Provision for the year

Tax reduction
Over-provision in prior years
Deferred tax (note 8)

Income tax expense

32

2022 2021
HKS HK$
606,000 248,000
79,000 49,000
16,533,537 15,091,216
53,145,264 30,569,844
19,699,311 25,408,820
446 6,331
22,678,667 14,527,357
(305,669) (552,085)
49,791,338 51,835,558
33,887,965 32,323,653
2,270,140 1,644,779
9,626,222 10,836,317
1,027,194 1,013,337
2022 2021
HK$ HK$
27,739,797 3,930,000
(30,000) (20,000)
®) (152,442)
(823,204) 11,884,657
26,886,585 15,642,215




Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

6 Income tax in the consolidated statement of profit or loss (continued)

(b) Reconciliation between tax expense and accounting profit at applicable tax rates:

2022 2021
HK$ HK$
Profit before tax 148,797,622 93,941,899
Tax at the statutory tax rate of 8.25% on first
HK$2,000,000 165,000 165,000
Tax at the statutory tax rate of 16.5% (2021: 16.5%) on
remainder HK$146,797,622 24,221,608 15,170,413
Adjustments in respect of current tax of previous
periods (30,008) (172,442)
Income not subject to tax (1,111,252) (469,322)
Expenses not deductible for tax purposes 3,641,237 948,566
Actual tax expense 26,886,585 15,642,215

Directors’ remuneration

Directors’ emoluments disclosed pursuant to section 383(1) of the Hong Kong Companies
Ordinance and Part 2 of the Companies (Disclosure of Information about Benefits of Directors)
Regulation are as follows:

2022 2021
HK$ HK$
Directors’ fees 385,500 375,238

Salaries, allowances and benefits in kind - -

Deferred tax
Movement of each component of deferred tax assets and liabilities:
Deferred tax is calculated in full on temporary differences under the liability method using Hong

Kong profits tax rate of 16.5% (2021: 16.5%). The movement in deferred income tax assets
and liabilities during the year is as follows:

Losses available for Depreciation allowances in
Temporary differences offsetting against excess of the related
of deferred income future taxable profits depreciation Total

2022 2021 2022 2021 2022 2021 2022 2021

HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$

At 1 January 42,430 128,684 - 353,710 (22,402,653) (10,957,960) (22,360,223) (10,475,566)
Credited/(debited)

profit or loss
(note 6) 100,329 (86,254) 26,255,696 (353,710)  (25,5632,821) (11,444,693) 823,204 (11,884,657)
At 31 December 142,759 42,430 26,255,686 - (47,935,474) (22,402,853) (21,537,019) (22,360,223)

As at 31 December 2022, the Group has recognized a deferred tax assets of HK$26,255,696
related to tax losses arising in Hong Kong that are available indefinitely for offsetting against
future taxable profits of any of the group companies (2021: HK$0).
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(b)

Hong Kong interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Fixed assets (continued)
Right-of-use assets

The analysis of the net book value of right-of-use assets by class of underlying asset is as
follows:

2022 2021
HK$ HK$

Other properties leased for own use, carried at
depreciated cost @) 59,099,455 62,682,645

The analysis of expense items in relation to leases recognised in profit or loss is as follows:

2022 2021
HK$ HK$
Depreciation charge of right-of-use assets by class of
underlying asset:
- Other properties leased for own use 19,699,311 25,408,820
Interest on lease liabilities 1,027,194 1,013,337

Details of total cash outflow for leases and the maturity analysis of lease liabilities are set out
in notes 13(b) and 15, respectively.
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Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Fixed assets (continued)
Other properties leased for own use

The Group has obtained the right to use other properties as its offices through tenancy
agreements. The leases typically run for an initial period of 3 to 5 years. Lease payments
are usually increased according to the terms of the tenancy agreements to reflect market
rentals.

Some leases include an option to renew the lease for an additional period after the end of the
contract term. Where practicable, the Group seeks to include such extension options
exercisable by the Group to provide operational flexibility. The Group assesses at lease
commencement date whether it is reasonably certain to exercise the extension options. If
the Group is not reasonably certain to exercise the extension options, the future lease
payments during the extension periods are not included in the measurement of lease
liabilities. The potential exposure to these future lease payments is summarised below:

Potential future
lease payments
under extension

options not

Lease liabilities included in
recognised lease liabilities
(discounted) (undiscounted)
HK$ HK$

Offices - Hong Kong 54,804,009 -
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Intangible assets

Net book amount as at 1 January 2021
Additions
Amortisation charge

Net book amount as at 31 December 2021 and
1 January 2022

Adjustment

Additions

Amortisation charge

Net book amount as at 31 December 2022
As at 31 December 2021

Cost

Accumulated amortisation

Net book amount

As at 31 December 2022

Cost

Accumulated amortisation

Net book amount

38

Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Computer
software
HK$

32,853,941

23,222,300
(14,527,357)

41,548,884
(12,000)
137,541,474
(22,678,667)

156,399,691

199,636,532
(158,087,648)

41,548,884

337,166,006
(180,766,315)

156,399,691



Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

11 Investments in subsidiaries

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 unless
otherwise stated.

Place of
incorporation
and
Name of company business Proportion of ownership interest Principal activity
Group's Held by
effective the  Held by a
interest  Company  subsidiary

HKICL Services Hong Kong 100% 100% - Provision of Commercial Credit
Limited Reference Agency services, data
centre services, CD-ROM
production services, Direct Debit
Authorization Exchange services,
HKICL Network services,
Electronic  Bill  Presentment
System services, Secure E-mail
Backup services and FPS
Merchant Payment Scheme

HKICL Technology Hong Kong 100% 100% - Provision of adopting financial
Solutions Limited technologies (FinTech) to deliver
projects which are not related to
conventional payment services,
including the development,
implementation and operation of
Commercial Data Interchange
platform (“CDI") and HKICL cloud
computing platform (“|CLCloud")

Credit Reference Hong Kong 100% - 100% Provision of operating the Credit
Platform Limited Reference  Platform  ("CRP")
under a Multiple Credit Reference
Agencies Model, which aims to
facilitate the exchange of
encrypted consumer  credit-
related information  between
participating credit providers and
selected credit reference
agencies.

Hong Kong Trade Hong Kong 100% - 100% Provision of operating the
Finance Platform eTradeConnect system and the
Company Limited development of FinTech

initiatives
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Investments in subsidiaries (continued)

Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

The following table lists out the information relating HKICL Services Limited, the subsidiary of
the Group. The summarised financial information presented below represents the amounts

before any inter-company elimination.

Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets

Revenue
Profit for the year
Total comprehensive income

Cash flows from operating activities
Cash flows from investing activities
Cash flows from financing activities

2022
HK$

37,778,653
12,751,492
419,897
1,251,491
48,858,757

29,044,178
6,608,722
6,608,722

930,900
(8,533,373)

2021
HK$

42,628,636
40

374,300
4,341
42,250,035

29,578,644
8,091,520
8,091,520

8,062,200
122,250

The following table lists out the information relating HKICL Technology Solutions Limited, the
subsidiary of the Group. The summarised financial information presented below represents

the amounts before any inter-company elimination.

Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets

Revenue for the period from 1 March 2022 (date of
incorporation) to 31 December 2022

Profit for the period from 1 March 2022 (date of
incorporation) to 31 December 2022

Total comprehensive income

Cash flows from operating activities

Cash flows from investing activities
Cash flows from financing activities

40

2022
HK$

32,621,084
129,127,901
61,501,791
100,005,589
241,605

50,027,008

241,604
241,604

79,067,030
(51,299,937)
1
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Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Investments in subsidiaries (continued)

The following table lists out the information relating Credit Reference Platform Limited, the
subsidiary of the Group. The summarised financial information presented below represents
the amounts before any inter-company elimination.

2022
HK$
Current assets 58,540,500
Non-current assets 90,829,270
Current liabilities 15,276,819
Non-current liabilities 118,991,435
Net assets 15,101,516
Revenue for the period from 22 March 2022 (date of
incorporation) to 31 December 2022 25,145,000
Profit for the period from 22 March 2022 (date of
incorporation) to 31 December 2022 15,101,515
Total comprehensive income 15,101,515

Cash flows from operating activities
Cash flows from investing activities
Cash flows from financing activities

(27,052,707)
(53,270,466)
116,000,001

The following table lists out the information relating Hong Kong Trade Finance Platform
Company Limited, the subsidiary of the Group. The summarised financial information
presented below represents the amounts before any inter-company elimination.

2022 2021

HK$ HK$
Current assets 20,155,536 22,870,996
Non-current assets 2,442 485 6,114,624
Current liabilities 13,055,823 17,847,882
Non-current liabilities 400,092 4,904,335
Net assets 8,142,106 6,233,403
Revenue 16,127,090 20,178,229
Profit/(loss) for the year 2,908,703 (144,496)
Total comprehensive income 2,908,703 (144,496)
Cash flows from operating activities (3,880,643) 11,662,674
Cash flows from investing activities 197,731

Cash flows from financing activities

41
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Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

12 Prepayment, deposits and account receivables

2022 2021
HK$ HK$
Within one year

Amounts due from related parties 59,122,576 68,364,497
Deposits - 3,422,321
Prepayment 38,617,413 33,971,467
Other debtors 9,659,883 9,941,675
107,399,872 115,699,960

More than one year
Prepayment 33,418,384 12,981,445
Deposits 5,338,351 4,470,514
38,756,735 17,451,959

All the receivable balances are neither past due nor impaired as at the end of the reporting

period.

«
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(a)

(b)

14

Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Cash and cash equivalents

Cash and cash equivalents comprise:

2022 2021
HK$ HK$
Cash at banks and on hand 209,098,434 98,262,549
Time deposits: ,
- with original maturity of less than three months 36,752,198 233,571,976
- with original maturity of more than three months 589,635,644 423,510,296
Cash and cash equivalents 835,486,276 755,344,821

Cash at banks eams interest at floating rates based on daily bank deposit rates. Time
deposits earn interest at the respective time deposit rates. All the time deposits are non-

pledged.

Total cash outflow for leases

Amounts included in the cash flow statement for leases comprise the following:

2022 2021
HK$ HK$
Within operating cash flows - -
Within investing cash flows - -
Within financing cash flows 17,911,168 21,677,703
17,911,168 21,677,703
Other payables
2022 2021
HK$ HK$
Within one year
Amounts due to related parties 68,314,682 46,042,868
Accruals 76,625,708 44,921,979
Contract liabilities 120,679,796 13,450,602
Other creditors 6,243,145 51,649,077
271,863,331 156,064,526
More than one year
Contract liabilities 87,079,735 3,899,763
Reinstatement provision 8,724,311 8,724,311
Other creditors - 183,700
95,804,046 12,807,774
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Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

14 Other payables (continued)

Details of contract liabilities as at 31 December 2022 and 31 December 2021 are as follows:

2022 2021
HK$ HK$

Short-term advances received from customers
Services fee income 103,595,414 13,366,220
System development fee 17,084,382 84,382
120,679,796 13,450,602
2022 2021
HK$ HK$

Long-term advances received from customers
Services fee income 87,079,735 3,898,763

Contract liabilities include advances received to deliver related services.

contract liabilities are as follows:

Movements in

2022 2021
HK$ HK$
Balance at 1 January 17,350,365 21,814,048
Decrease in contract liabilities as a result of
recognising revenue during the year that was
included in the contract liabilities at the beginning of
the period (13,450,602) (12,646,626)
Increase in contract liabilities as a result of receiving
services fee and system development fee 203,859,768 8,182,943
Balance at 31 December 207,759,531 17,350,365

The amount of contract liabilities expected to be recognised as income after more than one

year is HK$87,079,735 (2021: HK$3,899,763).
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Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Lease liabilities

The following table shows the remaining contractual maturities of the Group’s lease liabilities
at the end of the current and previous reporting periods:

31 December 2022 31 December 2021
Present Present
value of the value of the
minimum lease Total minimum minimum lease Total minimum
payments lease payments payments lease payments
HK$ HK$ HK$ HK$
Within 1 year 15,590,218 16,761,024 13,802,617 14,659,526
13,082,065 13,705,776
After 1 year but within 2 years 15,502,118 16,317,444 28,687,179 29,240,984
After 2 years but within 5 years 23,711,673 24,380,720 - -
After 5 years - -
39,213,791 40,698,164 41,769,244 42,946,760
54,804,008 55,571,861
Less: total future interest expenses 2,655,179 2,034,425
Present value of lease liabilities 54,804,009 55,571,861

The company entered into a new lease agreement for office use in 2022. The lease liability
relating to this new lease has been aggregated with the brought forward balances relating to
the leases which are classified as operating leases.

Deferred income

Since 2009, there have been advance payments from the HKMA in respect of the one-off
system development costs of the SWIFTNet-based eCMT and internet-based iCMT front-end
systems (“New CMT Systems”). The payments are deferred on the statement of financial
position and are recognised as income over the useful life of the assets purchased for the
New CMT Systems by way of a reduced depreciation charge. The Group will recover the
recurrent cost of the New CMT Systems from the HKMA.

Since 2011, there have been advance payments from the HKMA in respect of the
development costs of the Trade Repository (“TR") in Hong Kong. The payments are
deferred on the statement of financial position and are recognised as income over the useful
life of the assets purchased for the TR project by way of a reduced depreciation charge. The
Group will recover the recurrent cost of the TR from the HKMA.

2022 2021

HK$ HK$

Deferred income from the HKMA - current portion 191,205 225,239
Deferred income from the HKMA - non-current portion 673,999 2,600
865,204 227,839
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Capital and reserves

At 1 January 2021
Profit for the year

At 31 December 2021
At 1 January 2022
Profit for the year

At 31 December 2022

Details of share capital is as follow:

Ordinary shares, issued and

fully paid:

At 1 January and 31 December

Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

No. of
shares

10,000

Share Retained

capital eamings Total
HK$ HK$ HK$
10,000 543,707,476 543,717,476
- 78,299,684 78,299,684
10,000 622,007,160 622,017,160
10,000 622,007,160 622,017,160
- 121,911,037 121,911,037
10,000 743,918,197 743,928,197

2022 2021
Amount No. of Amount
HK$ shares HK$
10,000 10,000 10,000

The holders of ordinary shares are entitled to one vote per share at general meetings of the
Company. All ordinary shares rank equally with regard to the Company’s residual assets.

Bank borrowings

At 31 December 2022, the Group's borrowings were repayable as follows:

Within 1 year

Between 1 and 2 years
Between 2 and 5 years
Over 5 years

46

2022 2021

HK$ HK$
5,794,349 6,355,956
5,796,420 6,364,947
18,371,050 19,593,954
97,065,851 100,700,607
121,233,321 126,659,508
127,027,670 133,015,464
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Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Bank borrowings (continued)
Bank borrowings were secured by the land and building of the Group (note 9).

Bank borrowings with notional amount of HK$74,062,240 bear interest at Hong Kong dollar
prime rate minus 2.85% per annum or Hong Kong Interbank Offered Rate (HIBOR) plus
1.10% per annum, whichever is lower and are repayable by 285 monthly equal instaiments
commencing on 14 May 2018.

Bank borrowings with notional amount of HK$90,000,000 bear interest at Hong Kong dollar
prime rate minus 2.85% per annum or Hong Kong Interbank Offered Rate (HIBOR) plus
1.10% per annum, whichever is lower and are repayable by 257 monthly equal instaiments
commencing on 19 April 2018.

Borrowing from ultimate holding company

At 31 December 2022, the Group's borrowing was repayable as follows:

2022 2021

HK$ HK$

Within 1 year - -
Between 1 and 2 years 11,600,000 -
Between 2 and 5 years 34,800,000 -
Over 5 years 69,600,000 53,640,000
116,000,000 53,640,000

116,000,000 53,640,000

The borrowing with notional amount of HK$116,000,000 bears no interest is repayable either
in one lump sum or by instalments within 10 years commencing in 2024.

The borrowing is to provide funding support to the development and implementation of a
Fintech project by the Group in Hong Kong.

As at 31 December 2022, the Group’s borrowing from ultimate holding company with fair
value of HK$85,526,692 was classified as level 2 of the fair value hierarchy.
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(a)

Hong Kong Interbank Clearing Limited
Financial statements for the year ended 31 December 2022

Debt securities issued

2022 2021
HK$ HK$
Debt securities carried at amortised cost 199,673,587 399,374,965

The Group issued of HK$200,000,000 3.08% step-up coupon bonds due on 24 December
2023 (the “2023 Bonds") and HK$200,000,000 1.85% step-up coupon bonds due on
21 December 2021 (the “2021 Bonds”) on 24 December 2018 and 22 December 2016
respectively.

On 21 December 2020, the Group exercised an early redemption option and redeemed the
entire 2021 Bonds at principal (the "Redemption”). The Redemption was financed by the
issuance of HK$200,000,000 1.55% step-up coupon bonds due on 21 December 2025 (the
‘2025 Bonds").

On 28 December 2022, the Group exercised an early redemption option and redeemed the
entire 2023 Bonds at principal.

As at 31 December 2022, the Company’s debt securities issued with fair value of
HK$182,424,695 (2021: HK$393,000,000) were classified as level 2 of the fair value
hierarchy.

Capital commitments

Capital commitments outstanding at 31 December 2022 not provided for in the consolidated
financial statements were as follows:

2022 2021
HK$ HK$
Contracted for 6,070,519 9,286,099

Material related party transactions

In addition to the transactions and balances disclosed elsewhere in these consolidated
financial statements, the Group entered into the following material related party transactions.

Key management personnel remuneration

Remuneration for key management personnel is as follows:

2022 2021

HK$ HK$

Employee benefits 20,977,572 20,030,984
Termination benefits - 275,325
20,977,572 20,306,309
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Material related party transactions (continued)

Total remuneration is included in “staff costs” in the consolidated statement of profit or loss
and other comprehensive income.

Transactions with related parties

During the year, the Group entered into transactions with related parties in the ordinary
course of business in providing clearing services to banks in Hong Kong, provision of fund
settlement services to the CMU of the HKMA and clearing system development services.
The transactions were priced according to the tariff in place during the year. This tariff is
subject to periodic review and approval by the directors of the Company. In addition, the
Group also maintained bank accounts at certain member banks of HKAB.

The HKAB is one of the two shareholders of the Company and certain designated directors
and/or senior management of the continuing member banks and certain elected members of
the Commitiee and/or Consultative Council of the HKAB also sit on the boards of the
Company and its subsidiaries. The HKAB is able to exercise significant influence over the
Group’s activities.

The HKMA is another shareholder of the Company and designated officers of the HKMA also
sit on the boards of the Company and its subsidiaries. The HKMA is also able to exercise
significant influence over the Group's activities.

HKICL Services Limited (“HSL”) and HKICL Technology Solutions Limited (“HTSL") are
wholly-owned subsidiaries of the Company. HSL provides CD-ROM production services,
Direct Debit Authorisation Exchange services, Electronic Bill Presentment System services,
Secure E-mail Backup services and FPS Merchant Payment Scheme to the member banks
of HKAB, data centre services and HKICL Network services to HKAB and the HKMA. HTSL
delivers FinTech projects including the CDI which is a blockchain-based trusted activity-
journal infrastructure to facilitate the exchange of commercial data among participants.
HTSL also operates an ICLCloud platform and provides services to the Company and its
subsidiary, Credit Reference Platform Limited (“CRPL”). CRPL and Hong Kong Trade
Finance Platform Company Limited (“HKTFPCL") are wholly-owned subsidiaries of HTSL.
CRPL operates a Credit Reference Platform to facilitate the exchange of encrypted customer
credit-related information between participating credit providers and selected credit reference
agencies. HKTFPCL operates eTradeConnect, a trade finance platform, using distributed
ledger technology (DLT) to provide digitalised trade finance services to both local and
overseas participants, including the member banks of HKAB. In addition, HSL, HTSL, CRPL
and HKTFPCL maintained bank accounts at some of the member banks of the HKAB.
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The amounts of related party transactions during the year and outstanding balances at the
end of the year are set out below:

Income recognised during
the year:

Transaction income
generated from
clearing services

Service charges
receivable from the
HKMA in respect of
cMu

System development
services

Clearing House
admission fee

Data centre services

CD-ROM production
services

Direct Debit
Authorisation
Exchange services

HKICL Network services

Electronic Bill
Presentment System
services

Secure E-mall Backup
services

FPS Merchant Payment
Scheme

Onboarding fee for CRP

Fee income from CDI

Income on
eTradeConnect and
FinTech initiatives

Bank interest income

Income on Trade
Repository project

Production support
service

Other operating income

Member banks of HKAB HKAB HKMA
2022 2021 2022 2021 2022 2021
HK$ HK$ HK$ HK$ HK$ HK$
361,962,522 350,853,542 - - 743,291 764,959
- . - - 38,348,287 39,521,360
1,313,224 2,618,822 - - 124,250,286 27,961,079
55,188 110,376 - - - -
3,398,791 3,380,720 584,083 534,678 58,560 58,560
35,513 31,848 - - - -
710,598 1,254,542 - - - -
1,699,439 1,595,669 - - 231,012 227,981
7,342 12,937 - - - -
234,840 234,840 - - - .
2,989,445 1,684,223 - - - -
8,000,000 - - - - -
- - - - 38,023,521 -
15,745,579 15,304,631 - - 381,511 4,873,598
6,765,981 2,894,481 - - - -
- - - - 13,801,780 17,002,702
15,783,100 15,054,286 - - 1,454,735 1,428,342
983,604 872,980 - - - R
419,585,166 395,913,897 564,083 534,676 217,293,983 91,838,581
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Member banks of HKAB HKMA
2022 2021 2022 2021
HK$ HK$ HK$ HK$
Expenses incurred during the
year:
Mandatory provident fund
contributions 5,281,891 5,518,167 - -
Housing loan interest 32 . 158 - -
Housing services for
computer equipments - - 87,000 87,000
Standby backup service fee - 77,945 8,400 8,400
Account surplus for CB/SI 49,791,338 51,835,658 - -
Interest expenses on bank
borrowings 2,270,140 1,644,779 - -
Interest expenses on debt
securities issued 9,626,222 10,836,317 - -
66,969,623 69,912,924 95,400 95,400

Except for data centre services, CD-ROM production services, Direct Debit Authorisation
Exchange services, HKICL Network services, Electronic Bill Presentment System services,
Secure E-mail Backup services, FPS Merchant Payment Scheme, onboarding fee for CRP,
CDI fee income, eTradeConnect and FinTech initiatives and HK$309,324 (2021:
HK$181,878) included in bank interest income, which are provided by its subsidiaries, all the
above transactions are entered into by the Company.

In addition, the Company received a management fee of HK$1,641,619 (2021:
HK$1,616,715) and a service fee of HK$40,946,354 (2021: HK$17,796,323) from its
subsidiaries for the services provided during the year.

Balances with related parties at 31 December:

Member banks of HKAB HKAB HKMA
2022 2021 2022 2021 2022 2021
HK$ HK$ HKS HK$ HK$ HK$
Net amounts due
from/{due to) the
member banks of
HKAB, HKAB and the
HKMA 640,765 {11,260,412) 168,726 137,381 (10,038,598) 33,444,661
Contract fiabilities (11,305,434) (17,084,869) - (47,212) (44,751) (184,164,060) {145,455)
Balances in bank
accounts 835,480,276 755,338,821 -
Receipt of advance
payment recognised
as deferred income - - 865,204 (227.839)
Bank borrowings (127,027,670) (133,015,464) - -

Debt securities issued (198,673,587) (399,374,965)

Borrowing from HKMA {116,000,000) (53,840,0000)

Included in the balances in bank accounts is HK$108,729,510 (2021: HK$56,749,437) which
represents the bank balance of the subsidiaries maintained at member banks of HKAB.
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Notes to the consolidated cash flows statement

At 1 January 2021
Addition from new leases
Lease modification
Changes from operating cash
flow:
- Prepayment
Changes from financing cash
flows:
- Interest paid
- Repayment of principal of bank
borrowings
- Capital element of lease
rentals paid
- Interest element of lease
rentals paid
- Redemption of debt securities
issued
- Net proceeds of debt securities
issued
- Advance payment from HKMA
- Proceeds of borrowing from
HKMA
Interest expense
Amortisation of deferred income

At 31 December 2021 and
1 January 2022
Addition from new leases
Lease modification
Changes from operating cash
flow:
- Prepayment
Changes from financing cash
flows:
- Interest paid
- Repayment of principal of bank
borrowings
- Capital element of lease
rentals paid
- Interest element of lease
rentals paid
- Redemption of debt securities
issued
- Net proceeds of debt securities
issued
- Advance payment from HKMA
- Proceeds of borrowing from
HKMA
Interest expense
Amortisation of deferred income

At 31 December 2022

Borrowing from

Debt Advance ultimate

Bank Lease securities payment from holding
Borrowings liabilities issued the HKMA company
HK$ HK$ HK$ HK$ HK$
139,281,255 12,193,276 397,798,448 779,904 -
- 64,044,319 - - -

- (1,368) - - -
(1,652,422) - (9,259,800) - -
(6,258,148) - - _ ~

- (20,664,366) - - -

- (1,013,337) - - -

- - - - 53,640,000

1,644,779 1,013,337 10,836,317 - -

- - - (552,065) -
133,015,464 55,571,861 399,374,965 227,839 53,640,000
- 13,270,679 - - -

- 2,845,443 - - -
(2,201,909) - (8,327,600) - -
(6,056,025) - - - _

- (16,883,974) - - -

- (1,027,194) - - -

- - (200,000,000) - -

- - - 943,034 -

- - - - 62,360,000

2,270,140 1,027,194 9,626,222 - -

- - - (305,669) -
127,027,670 54,804,009 199,673,587 865,204 116,000,000
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Financial instruments

Exposure to credit, liquidity, interest rate and foreign currency risks arises in the normal
course of the Group’s business. These risks are limited by the Group's financial
management policies and practices described below.

Credit risk

The Group’s credit risk was primarily attributable to account receivables and bank balances.
As the receivables and bank balances were largely due from authorised institutions and
government bodies in Hong Kong, the exposure to credit risk was not considered significant.

The Group’s financial assets including deposits, account receivables and bank balances, and
contract assets are subject to the expected credit loss model within HKFRS 9. At 31
December 2022, the total amount of these financial assets was HK$904,262,735, on which
no loss allowance had been provided. There is not considered to be any concentration of
credit risk within these assets. No assets are considered impaired and no amounts have
been written off in the period.

All account receivables are expected to be received in three months or less. An amount is
considered to be in default if it has not been received 90 days after it is due. In calculating
the loss allowance, the Group has adopted simplified approach of lifetime ECLs for financial
assets.

As at end of the reporting period, the maximum exposure of credit risk in relation to financial
assets and contract assets of the Group is HK$904,262,735 (2021: HK$852,309,888).
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The Group’s policy is to monitor regularly current and expected liquidity requirements and to
ensure that it maintains sufficient reserves of cash to meet its liquidity requirements in the

short and longer term.

The table below analyses the Group’s non-derivative financial liabilities into relevant maturity
groupings based on the remaining period at the end of reporting period to the contractual
maturity date. The amounts disclosed in the table are the contractual undiscounted cash

flows.

At 31 December 2022

Other payables

Bank borrowings

Borrowing from ultimate
holding company

Debt securities issued

At 31 December 2021

Other payables

Bank borrowings

Borrowing from ultimate
holding company

Debt securities issued

Between
Less than 3 months Between 1 Between 2
3 months and 1 year and 2 years and 5 years  Over 5 years
HK$ HK$ HK$ HK$ HK$
27,978,293 123,205,243 331,400 8,392,911 -
2,237,518 6,712,553 8,950,070 26,850,210 114,670,885
- - 11,600,000 34,800,000 69,600,000
764,400 2,335,600 3,125,400 205,086,200 -
30,980,211 132,253,396 24,006,870 275,129,321 184,270,885
Between
Less than 3 months Between 1 Between 2
3 months and 1 year and 2 years and 5years  Over 5 years
HK$ HK$ HK$ HK$ HK$
48,742,165 93,871,758 183,700 8,724,311 -
1,993,311 5,979,932 7,973,243 23,919,730 110,150,384
- - - 16,092,000 37,548,000
2,283,400 7,010,400 211,282,400 208,211,600 -
53,018,876 106,862,090 219,439,343 256,947,641 147,698,384
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Financial instruments (continued)
Interest rate risk

The Group’s exposure to the risk of changes in market interest rates relates primarily to the
Group’s bank borrowings with a floating interest rate and bank balances which bear interest
at market rates. For the debt securities issued, as it is a fixed rate financial instrument and do
not expose to the risk of a change in market interest rate. It is not included in the interest rate
risk analysis. The Group's policy is to maintain the majority of its funds in demand or short-
term bank deposits that are subject to an insignificant risk of changes in interest rate.

As at 31 December 2022, the bank balances of HK$835,480,276 (2021: HK$755,338,821)
represented cash at banks on demand or short-term bank deposits.

At 31 December 2022, it is estimated that a general increase of 100 basis points in interest
rates (2021: 100 basis points), with all other variables held constant, would increase the
Group's profit before tax and retained eamings by approximately HK$7,570,942 (2021:
HK$5,812,502). A decrease in interest rates is not considered reasonably possible.

The above estimated increase of 100 basis points represents management's assessment of
a reasonably possible change in interest rates over the period until the next annual reporting
period.

Foreign currency risk

Foreign currency risk refer to the risk that movements in foreign currency exchange rates will
affect the Group’s financial result and its cash flows.

The Group is exposed to foreign currency risks through certain transactions that are
denominated in United States dollars (USD). Since the Hong Kong dollar (HKD) is pegged to
the USD, the Group’s exposure to foreign currency risk in respect of the balances
denominated in USD is considered to be minimal.

Fair values
Other than disclosed in note 18 and 20, the fair value of financial assets and liabilities is

considered not to be materially different from their carrying values in the statements of
financial position.
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Capital management

The Group’s primary objectives when managing capital are to safeguard the Group's ability
to continue as a going concern, so that it can continue to provide clearing and settlement
services to users by pricing products and services commensurately with the level of risk and
by securing access to finance at a reasonable cost.

The Group defines “capital” as including all components of equity with no fixed terms of
repayment and on this basis contains share capital and retained earnings.

Any amounts considered surplus will be retained to meet operational needs or finance new
projects. The Group is not subject to externally imposed capital requirements.

Company-level statement of financial position

Information about the statement of financial position of the Company at the end of the

reporting period is as follows:

2022 2021
HK$ HK$
Non-current assets
Fixed assets 469,843,068 509,757,864
Intangible assets 31,686,530 35,468,011
Investment in subsidiaries 10,001 10,000
Prepayment, deposits and account receivables 91,202,701 17,451,959
592,743,200 562,687,834
Current assets
Prepayment, deposits and account receivables 94,676,134 106,949,765
Amount due from subsidiaries 10,132,657 16,127
Tax recoverable - 15,593,981
Cash and cash equivalents 726,756,767 698,595,384
831,565,558 821,155,257
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26 Company-level statement of financial position (continued)

2022 2021
HK$ HK$

Current liabilities
Other payables 218,405,486 138,209,879
Deferred income 191,205 225,239
Bank borrowings 5,794,349 6,355,956
Lease liabilities 15,590,218 13,802,617
Tax payable 24,434 790 -
264,416,048 158,593,691
Net current assets 567,149,510 662,561,566

Total assets less current liabilities

Non-current liabilities

1,159,892,710

1,225,249,400

Other payables 95,804,046 8,908,011
Deferred income 673,999 2,600
Bank borrowings 121,233,321 126,659,508
Lease liabilities 39,213,791 41,769,244
Debt securities issued 199,673,587 399,374,965
Borrowing from ultimate holding company - 53,640,000
Deferred tax liabilities 16,829,501 21,351,349

473,428,245 651,705,677
NET ASSETS 686,464,465 573,543,723
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2022 2021
HK$ HK$
CAPITAL AND RESERVES
Share capital and reserves attributable to owners of
the Company
Share capital 10,000 10,000
Retained earnings (Note) 686,454,465 573,533,723
TOTAL EQUITY 686,464,465 573,543,723
Approved and authorised for issue by the board of directors on 9 March 2023.
David Allen Grimme Howar§-Tat\thi'Lée
Director Director
Note:
A summary of the Company's reserves is as follows:
Retained
earnings
HK$
At 1 January 2021 503,181,063
Profit and total comprehensive income for the year 70,352,660
At 31 December 2021 and 1 January 2022 573,533,723
Profit and total comprehensive income for the year 112,920,742
At 31 December 2022
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Immediate and ultimate controlling party

At 31 December 2022, the directors consider the immediate parent and ultimate controlling
party of the Group to be Hong Kong Monetary Authority and Hong Kong Association of
Banks, which are incorporated in Hong Kong.

Possible impact of amendments, new standards and interpretations issued but
not yet effective for the year ended 31 December 2022

Up to the date of issue of these financial statements, the HKICPA has issued a number of
amendments, new standards and interpretations which are not yet effective for the year
ended 31 December 2022 and which have not been adopted in these financial statements.
These include the following which may be relevant to the Company:

Effective for
accounting periods
beginning on or after

Amendments to HKAS 1, Presentation of financial statements and
HKFRS Practice Statement 2, Making materiality judgements:
Disclosure of accounting policies 1 January 2023

Amendments to HKAS 8, Accounting policies, changes in accounting
estimates and errors: Definition of accounting estimates 1 January 2023

Amendments to HKAS 12, Income Taxes: Deferred tax related to
assets and liabilities arising from a single transaction 1 January 2023

Amendments to HKAS 1, Presentation of financial statements:
Classification of liabilities as current or non-current 1 January 2024

Amendments to HKAS 1, Presentation of financial statements:
Non-current liabilities with covenants 1 January 2024

Amendments to HKFRS 16, Leases: Lease liability in a sale and
leaseback 1 January 2024

The Company is in the process of making an assessment of what the impact of these

developments is expected to be in the period of initial application. So far it has concluded
that the adoption of them is unlikely to have a significant impact on the financial statements.
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