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Corporate Governance

Principles and Practices

The Company is committed to maintaining and upholding
high standards of corporate governance in order to
safeguard the interests of shareholders, customers and
employees. It abides strictly by the relevant laws and
regulations in Hong Kong and other jurisdictions where
the Group operated, and observes the rules and guidelines
issued by regulatory authorities including the HKMA, Hong
Kong Securities and Futures Commission and the Stock
Exchange of Hong Kong. The Company from time to time
reviews the corporate governance practices as adopted
and strives to comply with the relevant requirements of
international and local corporate governance best practices.

The Company has been in full compliance with all code
provisions as set out in the Corporate Governance Code
contained in Appendix 14 of the Listing Rules. The
Company also complies with nearly all the recommended
best practices set out in the said code. In particular, the
Company publishes quarterly financial and business reviews
within one month after the end of the relevant quarter so
that shareholders and investors can be kept up to date of
the performance, financial positions and prospects of the
Company on a timely basis. The Company also conducts
annual evaluation on the Board, and based on the evaluation
feedback, to enhance Board efficiency and effectiveness.
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BOCHK, the Company's wholly-owned and principal
operating subsidiary, has followed the guidelines as set
out in the Supervisory Policy Manual module CG-1 entitled
“Corporate Governance of Locally Incorporated Authorised
Institutions”issued by the HKMA.

To further enhance corporate governance standard, the
Company will revamp its corporate governance system and
strengthen relevant measures by referencing to market trend
as well as guidelines and requirements issued by regulatory
authorities. The Company will continue to maintain sound
corporate governance standards and procedures to
ensure the completeness, transparency and quality of our
information disclosure.

Corporate Governance Policy
Policy Statement

The Company recognises the importance of high standards
of corporate governance and maintains an effective
corporate governance framework which delivers long-
term success of the Group. The Company is also strongly
committed to embracing and enhancing sound corporate
governance principles and practices. The established well-
structured corporate governance framework directs and
regulates the business ethical conduct of the Company,
thereby protects and upholds the interests of shareholders
and stakeholders as a whole in a sustainable manner.
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Essential Principles

(1) Eminent Board

Authority The Board is responsible for supervising the management of the business and
affairs of the Group with due regard to maximising shareholder value and
enhancing corporate governance standard of the Group. The Board is obliged
to act honestly and in good faith and to make decisions objectively in the best
interests of the Group and its shareholders as a whole.

Structure The Company is led by a high caliber Board with strong representation of
Independent Non-executive Directors. The Board has a well-balanced composition
of the Executive Directors, Non-executive Directors and Independent Non-
executive Directors.

Both the number and percentage of Independent Non-executive Directors are
well above the requirements set by relevant rules and regulations. All Directors
are eminent individuals from diverse disciplines with extensive professional
experience and are able to make objective judgement.

Roles of the Chairman and In order to promote balance of power, the roles of the Chairman and the Chief
the Chief Executive Executive are segregated. The Company benefits from the segregation as the
Chairman can focus on leading the Board and monitoring corporate governance
and shareholder issues, while the Chief Executive leads the Management to

perform the day-to-day operations and affairs of the Company.

Board Committees The Board has established five standing Board Committees which are delegated
with different responsibilities to assist the Board in performing its duties. They are
Audit Committee, Nomination and Remuneration Committee, Risk Committee,
Strategy and Budget Committee as well as Sustainability Committee. Most of
them are composed of a majority of Independent Non-executive Directors.

Each of the Board Committees has a well-defined mandate with the roles and
responsibilities delineated therein. The performance and effectiveness of these
standing Board Committees are evaluated annually with a view to making further
enhancement.

Other Board Committees like Independent Board Committee and Search
Committee will be formed as and when required under the appropriate
circumstances.

(2) Prudent Risk Management

The Board recognises the need for risk control and management being a vital component of the business of the
Group. The Board formulates and oversees the risk management strategies, and the related framework and policies
with the assistance of the Risk Committee and other relevant Board Committee(s). The Management performs the
daily risk management responsibilities of the Group under the guidance of the Risk Committee.
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(3)

(4)

(5)

(6)

(7)

(8)

Fair Remuneration System

The Company ensures that Directors’ remuneration should be appropriate and reflect their duty and responsibility
to fulfil the expectations of the shareholders and meet regulatory requirements. Directors' fees are subject to the
approval of the shareholders. The Board, based on the recommendations of the Nomination and Remuneration
Committee which is mainly responsible for ensuring the fairness and reasonableness of the overall human resources
and remuneration strategies, approves the remuneration policies of the Group. No Director shall be involved in
deciding his or her own remuneration.

Effective Disclosure Mechanism

The Board reviews and monitors from time to time the effectiveness of the Group’s disclosure process for reports,
announcements and inside information. It encourages and takes necessary steps to disclose information in a
timely manner and to ensure the information concerning the Group is expressed and communicated in a clear
and objective manner that enables the shareholders and the public to appraise the position of the Group to make

informed investment decisions.
Upholding Shareholders’ Rights

The Board respects the rights of shareholders as mandated by the articles of association of the Company (the
‘Articles of Association”) and relevant applicable laws and regulatory requirements. The Board places utmost
importance on maintaining effective communications with shareholders and also makes its best efforts to
keep the shareholders informed of the business and affairs of the Company by maintaining various channels of
communications and having direct dialogue with shareholders.

In addition, the shareholders also have the rights to obtain all publicly available information of the Company,
propose a resolution at annual general meetings, nominate a person for election as a director, and make enquiries
about the Company.

Safeguarding Stakeholders’ Interests

The Board has a fiduciary duty to protect and serve, with due care and consideration of, the interest of all
stakeholders of the Company including but not limited to employees, customers, business partners, suppliers,
regulators and the community. All the interests of stakeholders of the Company are further safeguarded by strictly
complying with applicable laws and regulations as well as governance policies.

Promoting Sustainability

The Company attaches great importance to sustainability. The Board is committed to undertaking corporate social
responsibility and promoting the sustainable development of the economy, society and environment through
strengthening relationship with its stakeholders. The Company consistently supports and participates in various
activities that are conducive to sustainability, with a view to benefitting the current and next generations.

Pursuit of “Good to Great”
The Board encourages the pursuit of “Good to Great” With the assistance of the Nomination and Remuneration
Committee, the Board ensures that each Board Committee shall conduct regular self-assessment of its effectiveness,

and based on the evaluation results, the Board gives such feedback, directions and guidance as may be necessary
to enhance its efficiency and effectiveness.

Policy Goal

The Board and the senior management of the Company are responsible for adhering to the corporate governance principles
and executing this policy. The Company seeks to manage its business in accordance with the well-defined corporate

governance principles which provide a solid governance framework for excellent performance and sustainable growth.
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Corporate Culture

The Board provides strategic guidance for the Group,
reviews, approves and monitors objectives, values and
strategies that align with the corporate culture of the Group.
In the 2021-2025 strategic development plan approved by
the Board, it established the Group’s mission, vision, values,
methodology and strategic goals, with deepening corporate
culture as one of the four development supports.

The Board attaches a high degree of importance to the
continuous deepening for the building of corporate
culture and to strengthen the transmission of values.
Senior management, led by example, demonstrates their
commitment and determination to promote proper bank
culture and values. The Sustainability Committee under
the Board is a specialized committee for corporate culture
construction, with one of its responsibilities to supervise the
Group's development of a good and sustainable corporate
culture, and to continuously monitor the implementation
of the corporate culture. The Sustainability Committee is
responsible for approving or recommending for the approval
of the Board on relevant policies related to corporate
culture of the Group, including the Group's professional
standards, in order to promote ethical and responsible
professional behaviour; the Group's commercial principles
and standards to be adopted in its business activities, in
order to establish culture and behavioural standards that
promote prudent risk-taking and fair treatment of customers;
the Group's staff code of conduct and appropriate training,
in order to ensure our staff can maintain good personal
integrity and conduct, and comply with the Group’s
culture and behavioural standards. The Company has made
action plans to implement corporate culture building by
surrounding governance, incentive systems, assessment
and feedback mechanism, and conducted annual review
on the effectiveness of the plans and made report to the
Sustainability Committee. The Company has launched
multi-level and multi-angle corporate culture trainings
and promotional activities to strengthen the promotion
of corporate culture and values, deepen employees’
understanding and build consensus across the Group.
The Company has improved the incentive and restraint
mechanism, by introducing or increasing the weight for
a separate rating in respect of adherence to “corporate
values” in annual performance assessment, guided the
establishment of a correct view of performance and avoided
short term behaviour and hidden risks. The Company has
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established a customer feedback mechanism, and obtained
feedback from employee surveys, focused group discussions,
individual interviews, etc., so as to obtain the views of
customers and staff on the continuous development on
corporate culture.

Anti-corruption and whistleblowing

The Company promotes the corporate culture of adherence
to the principle of integrity as well as observance of rules
and regulations, and strongly values the ethical conduct
and integrity of the employees. A zero-tolerance approach
is taken towards bribery and corruption for all levels of
employees. The Company has established "Anti-Bribery
and Corruption Policy”, which strives to uphold all relevant
anti-bribery and corruption laws in Hong Kong and all
jurisdictions where it operates, and implement a robust
anti-bribery and corruption control framework to provide
guidance to, and strengthen the standards of conduct
of its employees. The overall anti-bribery and corruption
framework is jointly supervised by the Board, its designated
committee and the senior management. The Company
conducts regular anti-bribery and corruption institutional risk
assessment to evaluate the effectiveness of the framework to
ensure the framework is properly and adequately managed
and implemented.

The Company has also established the “BOCHK
Whistleblowing Policy” and the “BOCHK Whistleblowing
Administrative Measures” to ensure that employees and the
external parties who deal with the Group (e.g. customers
and suppliers) can make whistleblowing reporting through
proper channels under confidence when suspected
misconducts occurred or may occur which relate to the
businesses or other aspects of the Group, and such reports
are handled and followed up appropriately. The Company
regularly reviews the whistle-blowing mechanism and
related policies and administrative measures to ensure their
effectiveness.

Corporate Governance Framework

Responsibilities of the Board and the
Management

The Board is at the core of the Company’s corporate
governance framework and there is a clear division of
responsibilities between the Board and the Management.
The Board is responsible for providing high-level guidance
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and effective oversight of the Management. It operates
under the well-defined Board’s Mandate which sets out
matters specifically reserved for its deliberation. Generally,

the Board is responsible for:

. formulating the Group’s mid and long-term strategies
and monitoring the implementation thereof;

-+ reviewing and approving the annual business plans and
financial budgets;

+ approving the annual results, interim results and quarterly

financial and business reviews;

-« reviewing and monitoring the Group's risk management
and internal control;

« ensuring good corporate governance of the Group and
effective compliance; and

+monitoring the performance of the Management.

Five physical Board meetings were held during the year.
Major agenda items reviewed and approved included
important matters such as the Group's strategies, business
plans, financial budget, disclosure of financial results,
sustainability report, risk management and internal controls,
continuing connected transactions, and annual review
of relevant policies. Besides physical meetings, the Board
also approved written resolutions on certain matters,
including changes of senior management and secretary
of Board Committees. Supporting explanatory materials
accompanying the written resolutions were sent to Directors
to facilitate their understanding of the matters and assist
them to make informed decisions.

During the year, the Board reviewed and approved
amendments made to certain corporate governance related
policies and procedures so as to align with the latest
changes in regulatory requirements. The Board also reviewed
the Company’s compliance with the Corporate Governance
Code and the disclosure in the Corporate Governance Report
contained in the 2021 Annual Report.
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The Company has established relevant mechanisms to
ensure independent views and input are available to the
Board and conducted review of such mechanisms on an
annual basis. The Company has adopted the "Working
Rules of the Board” which states that Directors are entitled
to seek, at the Group's expense, independent professional
advice reasonably necessary for discharging their duties
as Directors. The Company Secretary will make necessary
arrangements when the Directors wish to seek such
independent professional advice.

The Board authorises the Management to implement the
strategies as approved by the Board. The Management is
responsible for the day-to-day operations of the Group
and reports to the Board. For this purpose, the Board has
formulated clear written guidelines which stipulate the
circumstances where the Management should report to
and obtain prior approval from the Board before making
decisions or entering into any commitments on behalf of
the Group. The Board will conduct regular review on these
authorisation and guidelines.

Roles of the Chairman and the Chief Executive

To avoid concentration of power in any single individual,
the positions of the Chairman and the Chief Executive of the
Company are held by two different individuals. Their roles
are distinct, clearly established and stipulated in the Board’s
Mandate.

Mr LIU Liange, former Chairman, is responsible for ensuring
that the Board properly discharges its responsibilities and
conforms to good corporate governance practices and
procedures. In addition, as the Chairman of the Board, he is
also responsible for ensuring that all Directors are properly
briefed on all issues currently on hand, and that all Directors
receive adequate, accurate and reliable information in a
timely manner.

Mr SUN Yu, the Chief Executive, is responsible for providing
leadership for the whole management and implementing
important policies and development strategies as adopted
by the Board. Led by the Chief Executive, the Management
Committee fulfils responsibilities including management of
the Group's routine operation, implementation of business
development strategies and realisation of the Group's long-
term targets and strategies.
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Board Committees

Taking into consideration the latest regulatory requirements, guidelines as well as market practices and international best
practices, the Board has established five standing Board Committees to assist in performing its responsibilities, namely the
Audit Committee, the Nomination and Remuneration Committee, the Risk Committee, the Strategy and Budget Committee
as well as the Sustainability Committee. In addition, the Board will authorise an Independent Board Committee comprising
all the Independent Non-executive Directors as and when required to review connected transactions (including continuing
connected transactions) and make recommendations in accordance with relevant rules and regulations.

Each of the Board Committees has a well-defined Mandate and makes recommendations to the Board on relevant matters
within its scope of responsibilities or makes decisions under appropriate circumstances in accordance with the power
delegated by the Board. All Board Committees are assigned a professional secretarial department which ensures that the
Board Committees have adequate resources to perform their duties effectively and properly. All Board Committees adopt
the same governance process as the Board as far as possible and report regularly to the Board on their decisions and their
recommendations. The Board and Board Committees will participate in the annual performance appraisal of those professional
secretarial departments to warrant and enhance the services provided and ensure that adequate and efficient supports are
provided to the Board and Board Committees. In addition, according to their respective Mandates, the Board and each of the
Board Committees will evaluate and review their work process and effectiveness annually, with a view to identifying areas for
further improvements.

The following chart sets out the Company's corporate governance framework:

Shareholders

The Board of Directors

v v v v v
Audit Nomination and Risk Strategy and Sustainability
. Remuneration . Budget .
Committee . Committee . Committee
Committee Committee

Details including the Company’s corporate governance principles and framework adopted by the Board, the composition
of the Board and each of the Board Committees and their respective Mandates, Corporate Governance Policy, Shareholder
Communication Policy and Information Disclosure Policy are available under the sub-section “Corporate Governance” of the
section headed "About Us" on the Company's website at www.bochk.com.
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Board of Directors
Composition and Terms of Office of the Board

As at the date of this Annual Report, the Board is composed
of ten Directors, of whom one is Executive Director, two are
Non-executive Directors and seven are Independent Non-
executive Directors. The Board maintains an appropriate
level of checks and balances to ensure independence and
objectivity of the decisions of the Board, as well as the
impartial oversight of the Management. The Board acts
honestly and in good faith so that decisions are made
objectively and in the best interests of the Group with a view
to delivering long-term and maximum shareholder value and
fulfilling its corporate responsibility to other stakeholders of
the Group.

Mr LIU Liange resigned as Chairman, Non-executive Director
and the Chairman of the Strategy and Budget Committee
with effect from 18 March 2023. Mdm FUNG Yuen Mei
Anita and Mr LEE Sunny Wai Kwong were appointed as
Independent Non-executive Directors and members of
each of the Audit Committee, Risk Committee, Strategy
and Budget Committee as well as Sustainability Committee
with effect from 3 March 2022 and 14 September 2022
respectively. Save as disclosed above, there are no other
changes to the composition of the Board and Board
Committees during the year and up to the date of this
Annual Report.

All directors of the Company would, in accordance with the
relevant provisions of the Articles of Association and the
Corporate Governance Code, retire at least once for every
three years. In accordance with Article 98 of the Articles
of Association and pursuant to Code Provision B.2.2 of the
Corporate Governance Code, the terms of office of Mr SUN Yu,
Mdm CHENG Eva, Mr KOH Beng Seng and Mr TUNG Savio Wai-Hok
will expire at the 2023 annual general meeting. Mr KOH Beng Seng
and Mr TUNG Savio Wai-Hok have notified the Company
that they have decided not to stand for re-election at the
forthcoming annual general meeting. The other two retiring
Directors, Mr SUN Yu and Mdm CHENG Eva being eligible,
will offer themselves for re-election. Further, pursuant
to Article 102 of the Articles of Association, any Director
appointed by the Board shall hold office only until the next
following general meeting or the next following annual
general meeting of the Company, and shall then be eligible
for re-election at such meeting. Accordingly, the term of
office of Mr LEE Sunny Wai Kwong, who was appointed on
14 September 2022, will expire at the 2023 annual general
meeting and, being eligible, offer himself for re-election.
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Further details regarding the proposed re-election of
Directors are set out in the section headed "Report of the
Directors”. In addition, the Company has also established
a written and formal process for the appointment of the
Independent Non-executive Directors to ensure that the
appointment procedures are standardised, thorough and
transparent.

Selection and Nomination of Board Members

The Company has in place relevant policies on the
nomination of Board members. The Nomination and
Remuneration Committee is responsible for reviewing the
structure, size, composition and members’ qualifications for
the Board regularly, and it shall take into account the existing
composition of the Board and the business requirements
of the Group and follow board diversity, independence
of directors and other relevant supervisory and policy
requirements and be responsible for the identification,
selection and nomination of Board members.

Potential candidates of Executive Directors could be
sourced and selected amongst the senior management.
Potential candidates of Independent Non-executive
Directors could be recruited through global selection and
also upon nomination by Independent Non-executive
Directors. Pursuant to the provisions of the Articles of
Association and relevant regulations, shareholders could
also nominate a person other than a retiring Director for
election as a Director (including Non-executive Director) at
a general meeting. Where necessary, the Nomination and
Remuneration Committee may appoint external advisors to
assist in recruiting appropriate individuals. The Nomination
and Remuneration Committee shall consider various factors
in assessing the suitability of a proposed candidate for
appointment as Board member, which include:

Board diversity;

Reputation and past performance of candidate;

Professional knowledge, industrial experience and skills of
candidate;

Commitment of candidate to devote sufficient time to
discharge duties as a Board member, and the effective
management of potential conflict of interest; and

Satisfaction of independence requirements of the Listing
Rules and the “Policy on Independence of Directors” of
the Company in the case of a candidate for Independent
Non-executive Director.



The Nomination and Remuneration Committee shall
assess the candidates pursuant to the selection criteria,
hold meetings to discuss and arrange interviews with the
candidates where necessary, and make recommendation to
the Board. The appointment of Directors shall be eventually
approved by the Board and/or shareholders at general
meetings.

For the Board members of the Company who were newly
appointed in 2022 and the retiring Board members standing
for re-election at the next following general meeting of the
Company, the Nomination and Remuneration Committee
reviewed their biographical details against relevant
requirements under the Listing Rules and the selection
criteria set out in the Company’s nomination policies of
Board members and considered they have the required
character, integrity and professional knowledge and
experience to continue fulfilling their role and contributing
to the Company and the diversity of the Board.

Under the current board membership, all Directors possess
extensive experience in banking and/or management.
In addition, over one-third of them are Independent
Non-executive Directors, who possess experience in
banking and financial industry as well as expertise in
strategic development, corporate governance, investment
management, risk management and sustainable
development. The Company has received from each
of the Independent Non-executive Directors an annual
confirmation of his/her independence by reference to the
“Policy on Independence of Directors” of the Company.
Based on the information available to the Company and
upon considering relevant factors, it considers that all of
the Independent Non-executive Directors are independent.
Currently, Mr KOH Beng Seng and Mr TUNG Savio Wai-Hok
have served on the Board for more than nine years, and
they have continued to make significant contributions to
the Company by offering valuable guidance from their
areas of expertise and extensive experience in business
strategy, banking operation, risk management, governance
as well as accounting and finance, all of which are relevant
to the Group's business. It is considered that the length
of service of Mr KOH and Mr TUNG has not affected their
independence, given both of them have consistently
demonstrated strong independence in judgement and
have provided effective oversight of the Management
during their tenure. In the event that any director has been
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appointed for over nine years, the Company will discuss and
consider relevant factors and make appropriate disclosures
in accordance with relevant regulations. Moreover, all
Directors have disclosed to the Company their significant
commitments and have undertaken and confirmed that
they are able to devote sufficient time to the affairs of the
Company. Mr KOH and Mr TUNG have notified the Company
that they have decided not to stand for re-election at the
forthcoming annual general meeting. Biographical details
of the professional experience, skills and knowledge of the
Board members are set out in the section headed “Board of
Directors and Senior Management” and are available under
the sub-section “Organisation” of the section headed "About
Us"on the Company's website at www.bochk.com.

Board Diversity

The Company recognises the importance and benefits of
board diversity. In order to promote the Board's effectiveness
and standards of corporate governance, the Company has
adopted the “Board Diversity Policy” which will be observed
when identifying suitable and qualified candidates to
be a Board member and whenever a Board member is
proposed to be re-elected. The said policy provides that in
designing the Board’'s composition, board diversity should
be considered in various aspects, including but not limited
to gender, age, cultural and educational background,
ethnicity, geographical location, professional experience,
skills, knowledge and track records, etc., to ensure an
appropriate diversity of skills, backgrounds and viewpoints.
At the same time, all Board nominations and appointments
are made on merit, in the context of the competencies, skills
and experience the Board as a whole required. The Board
will review the Board Diversity Policy annually and enhance
relevant practices continuously based on latest situation.
Details of the Board Diversity Policy have been posted on
the Company's website at www.bochk.com.

Currently, there are two female members in the Board,
represent approximately 20% of the Board, which fulfils the
requirement on gender diversity under the Listing Rules. At
the same time, the Company has adopted the Succession
Policy for Directors, in which the Company is committed
to promoting diversity including gender diversity of Board
members with a view to exercising more comprehensive
consideration and judgement by the Board at the time of
making succession planning of the Directors. At present, out
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of the five members of senior management, one of them is female, representing approximately 20% of the senior management
team. The Company strives to promote diversity and inclusion in the teams, in strict compliance with relevant laws and
regulations as well as the Staff Guidelines on Eliminating Discrimination. The Company offers diversity and inclusion training
and applies the principle of equal opportunity to all policies related to human resources, remuneration and benefits, to ensure
employment opportunities for people of all kinds. Any discrimination or harassment against employees owing to their marital
status, pregnancy, disability, family status, race or gender are prohibited. During the year, our female employees accounted for
around 57% of the total workforce.

An analysis of the Board's composition as at the date of this Annual Report is set out below:

Gender Designation

® Executive Director (1)

® Male (8) ® Non-executive Director (2)
® Female (2) ® Independent Non-executive Director (7)
Age Group Geographical
Location
® Hong Kong (6)
® 45-55 (1) ® China (2)
® 56-65 (6) ® Singapore (1)

® Over 65 (3) ® United States (1)

Directorship Attendance
with the rate at Board
Company meetings
(Number of years) in 2022*

® Less than 1 year (1)
® 1-6 years (6)
® Over 6 years (3)

® 100% (10)

*Attendance rate of Mr LIU Liange, who resigned as a Director with effect from 18 March 2023, is excluded.
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During the year, Mr LIU Liange, Mr LIU Jin and
Mr LIN Jingzhen are Executive Directors of BOC. Mr LIU
Liange resigned as Executive Director of BOC with effect
from 18 March 2023. Save as disclosed above, there are no
other relationships between the Board members, including
financial, business, family or other material relationships.

In addition, it is expressly provided in the “Policy on
Managing Conflicts of Interest of Directors” that, unless the
applicable laws or regulations allow otherwise, if a Director
has a conflict of interest in the matter to be considered by
the Board, a Board meeting must be convened and attended
by the Independent Non-executive Directors who have no
material interest and give professional advice to the subject
matter for further consideration and approval.

Directors’ Liability Insurance Policy

During the year, the Company has arranged for appropriate
cover on Directors’ Liability Insurance Policy to indemnify the
Directors for liabilities arising from the corporate activities.
The coverage and the amount insured under such policy are
reviewed annually by the Company.

Self-evaluation of the Board

During the year, the Board conducted annual self-evaluation
pursuant to the “Regulations on Self-Evaluation of the
Board and Individual Evaluation of the Directors”. With
the endorsement of the Nomination and Remuneration
Committee, the annual self-evaluation questionnaire was
distributed to Directors for completion. Based on the
completed questionnaire, the Company analysed the results
and a report delineated the results and recommendation has
been submitted to the Board for review and consideration.

Review of Effectiveness of the Individual
Directors

During the year, the Company has also engaged an
external professional consultant to conduct independent
review of the effectiveness of the individual Directors.
A questionnaire was distributed to all Directors for their
completion and included Directors’ self-assessment in
areas such as their time commitment and participation,
interaction and communication with senior management,
as well as evaluation of other members of the Board and
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Board Committees, and other factors that impact director
effectiveness. Based on the completed questionnaire and
other available information, the external consultant assessed
the effectiveness of individual Directors and prepared a
report setting out its observations and recommendations,
which has been submitted to the Board for review and
follow-up.

Directors’ Training and Professional
Development

To ensure the newly appointed Directors have adequate
understanding of the Company’s business operations and
to enable all Directors to update their knowledge regularly
so as to provide informed recommendation and advice
and make contribution to the Company, the Board has
established a set of written policies specifying guidelines
on Directors’ induction upon appointment and continuous

training.

The Company arranges appropriate Directors’ induction
through the use of induction handbook, face-to-face
meetings and other means, and in accordance with the
needs of individual Directors. Topics include but not limited
to:

- governance structure;

- mandates of the Board and the Board Committees;

- standing agenda of the Board;

- regulatory requirements on corporate governance;

- focus of concern of regulators; and

- business operation, strategic plan and focus of internal

control.

The Company also provides regular updates to Board
members on material changes to regulatory requirements
applicable to the Directors and the Group on a timely
basis; and the Company arranges regular meetings with
the Management to facilitate the understanding of its
latest business development. In addition, Board members
are encouraged to participate actively in continuous
training programmes. The Company also arranges relevant
professional training programmes for Board members at the
Company'’s expense.
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During the year, all Directors have participated in continuous professional development to develop and refresh their
knowledge and skills in accordance with Code Provision C.1.4 of the Corporate Governance Code contained in Appendix 14 to
the Listing Rules. In 2022, the Company invited expert to conduct seminars related to fintech and ESG to the Directors and the
senior management, discussing areas including global fintech and virtual bank development and trends as well as latest trends
on ESG international development and major risks.

Furthermore, each of the Directors has received a series of training as he/she thought fit. During the year, they attended
seminars and workshops and received training materials from the Company, regulatory authorities and professional firms,
covering a wide range of topics:

- macroeconomic analysis;

— ESG and sustainable development;

- climate risk management;

- digital transformation and cyber security;
- fintech and virtual banking;

- anti-money laundering;

— risk management and internal control;

- corporate governance; and

— banking industry development trend; etc.

The Directors’ records of annual training information have been entered in the register of directors’ training records maintained
and updated by the Company from time to time. As at year end, the participation of all Directors in continuous professional
development is summarised as follows:

Corporate Risk Banking
Governance/ Management Industry

ESG Development/ and Internal Development
Regulatory Updates Control Trend

Non-executive Directors

Mr LIU Liange
(resigned with effect from 18 March 2023)
Mr LIU Jin v v/ v
Mr LIN Jingzhen v v Vv
Independent Non-executive Directors
Mdm CHENG Eva v v/ v
Dr CHOI Koon Shum v v/ v
Mdm FUNG Yuen Mei Anita v v V4
(appointed with effect from 3 March 2022)
Mr KOH Beng Seng v Vv Vv
Mr LAW Yee Kwan Quinn v v V4
Mr LEE Sunny Wai Kwong v v V4
(appointed with effect from 14 September 2022)
Mr TUNG Savio Wai-Hok v v V4
Executive Director
Mr SUN Yu v v/ v
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Directors’ Attendance at Board Meetings, Board Committee Meetings and General Meetings

Five Board meetings were held during 2022 with an average attendance rate of 96%. Regular meeting schedule for the year
was prepared and approved by the Board in the preceding year. Formal notices of regular Board meetings were sent to all
Directors at least 14 days before the date of the scheduled meetings, and Board agenda and meeting materials of sufficient
quality were despatched to all Board members for review at least seven days prior to the scheduled meetings. Board agenda of
each meeting was approved by the Chairman following consultation with other Board members and the senior management.
Members of the senior management were regularly invited to attend the Board meetings to make presentation and answer
questions that the Directors might have. Draft and final versions of Board and Board Committee minutes were sent to all
Directors for their comment and record respectively within a reasonable period after the meetings were held.

The Board also received monthly reports with information on the Group's latest financial and operating performance.
Accordingly, the Directors can have a balanced assessment of the Group's performance, position and prospects throughout
the year.

In addition, in order to facilitate open discussion with all the Independent Non-executive Directors, the Chairman met with all
the Independent Non-executive Directors in the absence of other Directors and the senior management. Relevant practice has
been incorporated in the Working Rules of the Board.

Details of respective Directors’ attendance at the Board meetings, Board Committee meetings and annual general meeting in
2022 are set out as follows:

Number of meetings attended/Number of meetings convened during Directors’ term of office

General
Board Committees Meeting
Nomination
and Strategy Annual
Audit § Remuneration Risk and Budget | Sustainability General
Directors Committee Committee Committee Committee Committee Meeting
Number of meetings held

during the year 5 5 2 5 4 2 1

Non-executive Directors

MrLIU Liange (Chairman) 3/5 = = = 3/4 = 1/1
(resigned with effect from 18 March 2023)

Mr LU Jin (Vice Chairman) 5/5 = 0/2 - 4/4 - 1/1

MrLIN Jingzhen 5/5 = - - 4/4 - 1/1
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Number of meetings attended/Number of meetings convened during Directors’ term of office

General
Board Committees Meeting
Nomination
and Strategy Annual
Audit § Remuneration Risk and Budget | Sustainability General
Directors Committee Committee Committee Committee Committee Meeting
Independent
Non-executive Directors
Mdm CHENG Eva 5/5 5/5 - - 4/4 22 11
Dr CHOI Koon Shum 5/5 = 22 = 4/4 2/2 /1
Mdm FUNG Yuen Mei Anita 5/5 5/5 = 5/5 4/4 22 1/1
(appointed with effect from
3 March 2022)
Mr KOH Beng Seng 5/5 5/5 22 5/5 - 2/2 11
Mr LAW Yee Kwan Quinn 5/5 5/5 = 5/5 = 2/2 1/1
Mr LEE Sunny Wai Kwong 2/2 2/2 = 2/2 2/2 1N -
(appointed with effect from
14 September 2022)
Mr TUNG Savio Wai-Hok 5/5 5/5 22 5/5 4/4 22 1/1

Executive Director

Mr SUN Yu (Vice Chairman 5/5 - - - 4/4 172 I
and Chief Executive)
Average Attendance Rate 96% 100% 75% 100% 97% 94% 100%

Apart from formal Board meetings and general meeting, the Company has set up a system of pre-communication meetings for
the Independent Non-executive Directors, where major agenda items have been presented to the Independent Non-executive
Directors before each Board meeting, and their comments have been timely conveyed to the Management for follow up
actions so as to enhance the effectiveness of deliberation at Board meetings.

Before the outbreak of the pandemic, the Company used to arrange informal events for Board members and the senior
management to facilitate their communication and interactions. For example, the Company would organise working meals
from time to time, with Board members and the senior management invited to join and share insights on the Company's
business and strategic issues. Board retreat would also be organised for Directors (in particular the Independent Non-executive
Directors) to gain a good understanding of the Company’s regional business and operations and enhance communication with
the senior management. During the year, coupled with the latest development on the pandemic, the Company invited Board
members and senior management to participate in the communication meetings by both physical attendance and through
electronic mean to discuss and communicate on the Company’s latest business and strategic development and other aspects.
It is expected most of the activities will resume to conduct physically in 2023, depending on the latest development on the
pandemic.
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The Audit Committee currently comprises six members, all of whom are Independent Non-executive Directors. Its composition,
main duties and major works performed during the year are as follows:

Composition Main duties

Mr TUNG Savio Wai-Hok (Chairman)
Mdm CHENG Eva :
Mdm FUNG Yuen Mei Anita’ :
Mr KOH Beng Seng

Mr LAW Yee Kwan Quinn
Mr LEE Sunny Wai Kwong?

oversight of the integrity of financial statements and financial reporting process
oversight of risk management and internal control systems

review of performance of the internal audit function and the General Manager of
Group Audit

review of the appointment of external auditor and assessment of its qualification,
independence and performance and, with authorisation of the Board and
shareholders at general meeting, determination of its remuneration

review of the periodic review and annual audit of the Company's and the Group's
financial statements, and financial and business review

oversight of compliance with applicable accounting standards as well as legal
and regulatory requirements on financial disclosures

oversight of corporate governance framework of the Group and implementation
thereof

Major works performed during the year (included the review and, where
applicable, approval of)

Notes:

the Company's financial statements for the year ended 31 December 2021 and
the annual results announcement that were recommended to the Board for
approval

the Company’s interim financial statements for the six months ended 30 June
2022 and the interim results announcement that were recommended to the
Board for approval

the Company’s announcements on quarterly financial and business review for the
period ended 31 March 2022 and 30 September 2022 that were recommended
to the Board for approval

the audit reports and report on internal control recommendations submitted by
external auditor, the audit reports submitted by the internal audit, and the on-
site examination reports issued by regulators

the proposed appointment of external auditor, and the fees payable to external
auditor for the annual audit, interim review and other non-audit services

the connected transactions carried out in 2021

the annual review of the effectiveness of the Group’s risk management and
internal control systems

the Group's 2023 internal audit plan

the organisation structure, deployment of human resources of Group Audit, as
well as its 2023 budget

annual review of the effectiveness of the internal audit function

the 2021 performance appraisal and 2023 key performance indicators for the
General Manager of Group Audit and Group Audit

annual review of the “BOCHK Whistleblowing Policy”, the “BOCHK Group’s Anti-
Bribery and Corruption Policy” and the BOCHK “Internal Audit Charter”

1. Independent Non-executive Director and appointed as a member of the Audit Committee with effect from 3 March 2022
2. Independent Non-executive Director and appointed as a member of the Audit Committee with effect from 14 September 2022
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Nomination and Remuneration Committee

The Nomination and Remuneration Committee currently comprises four members, including one Non-executive Director and
three Independent Non-executive Directors. Its composition, main duties and major works performed during the year are as

follows:
-]
Composition Main duties
Dr CHOI Koon Shum' (Chairman) - review of overall human resources strategies of the Group
Mr LIU Jin? - selection and nomination of Directors, Board Committee members and Senior
Mr KOH Beng Seng' Management
Mr TUNG Savio Wai-Hok' - regular monitoring and review of structure, size and composition (including
but not limited to gender, age, cultural and educational background, ethnicity,
geographical location, professional experience, skills, knowledge and track
records, etc.) of the Board and Board Committees
- assisting the Board to establish, approve and review the standards of director
independence, and assess the independence and term of office of Independent
Non-executive Directors
- review of the effectiveness of the Board and Board Committees
- ensuring the participation in training and continuous professional development
of Directors and Senior Management
- review and recommendation of remuneration strategy and incentive framework
of the Group
« review of the remuneration of Directors, Board Committee members, Senior
Management and Key Personnel
Major works performed during the year (included the approval, review and
proposal to the Board)
- consideration of the matters relating to the appointment and changes of
Directors and Board Committee members
- consideration of the matters relating to the appointment, removal and
remuneration of the Senior Management
- performance appraisal results of the Senior Management for year 2021
- proposal on staff bonus for year 2021 for the Group, including Senior
Management
- key performance indicators of the Group and the Senior Management for year
2023
+ proposal on human resources budget of the Group for year 2023
- coordination and oversight of the annual performance evaluation of the Board,
Board Committees and individual Directors
- annual review and amendment of the major human resources and remuneration
policies
- annual review of the “Policy on Independence of Directors” and the “Policy on
Directors’ Remuneration”
Notes:

1. Independent Non-executive Director
2. Non-executive Director
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Risk Committee

The Risk Committee currently comprises five members, all of whom are Independent Non-executive Directors. Its composition,
main duties and major works performed during the year are as follows:

Composition Main duties

Mr KOH Beng Seng (Chairman) - formulation of the risk appetite and risk management strategy of the Group and
9 9 determination of the Group's risk profile

.
Mdm FUNG Yuen Mei Anita - identification, assessment and management of material risks faced by various
Mr LAW Yee Kwan Quinn business units of the Group

Mr LEE Sunny Wai Kwong? - review and assessment of the adequacy and effectiveness of the Group’s risk
Mr TUNG Savio Wai-Hok management policies, systems and internal controls

- review and monitoring of the Group's capital management
- review and approval of the Group's target balance sheet

- review and monitoring of the Group’s compliance with risk management policies,
systems and internal controls, including the Group’s compliance with prudential,
legal and regulatory requirements governing the businesses of the Group

- review and approval of high-level risk-related policies of the Group
- review and approval of significant or high risk exposures or transactions

- review of risk management reports, including risk exposure reports, model
development and validation reports, and credit risk model performance reports

Major works performed during the year

- review and approval of key risk management policies of the Group, including
the Group's risk appetite, the Risk Management Policy Statement, the Capital
Management Policy, the Stress Test Policy, Data Management Policy, Risk
Data Aggregation & Risk Reporting Management Policy, and policies covering
credit risk, market risk, liquidity risk, interest rate risk, operational risk, legal
risk, compliance risk, technology risk, strategic risk, reputation risk, anti-money
laundering and counter-terrorist financing, etc.

- review and approval of the proposal for the annual review of the Group's
recovery plan, the risk adjustment method for group bonus funding mechanics,
the results of risk adjustment of the Group, the proposal for the revamp of credit
asset ECL methodology and revamped residential mortgage loan loss given
default (LGD) model

- review and approval of the Group's operating plans, including the Group's target
balance sheets, the results of Internal Capital Adequacy Assessment Process
(ICAAP), the investment plans and portfolio key risk indicators, as well as risk
management limits

- review of risk management reports, including the Group's risk management
report, the institutional money laundering risk assessment report, reports on
credit quality to property sector, the report on the asset quality of the loan
portfolio in the Southeast Asian entities, the report on the Bank's credit exposures
to Russia and Ukraine and the impact of the sanctions on the exposures, the
report on the exposures to Europe, BOC Life risk management report, the report
on the credit exposures to the top 50 customers with foreign currency borrowing
exposures and/or high gearing, the report on the impact of the tight liquidity in
HKD on the Bank, the report on the banking book investment portfolio overview
and risk mitigation implementation progress, the report on cybersecurity posture,
the CSW AML transaction screening machine learning project of BOCHK, the
report on outsourcing management, credit risk, market risk and banking book
interest rate risk model validation reports, credit risk model performance reports,
etc.

Notes:
1. Independent Non-executive Director and appointed as a member of the Risk Committee with effect from 3 March 2022
2. Independent Non-executive Director and appointed as a member of the Risk Committee with effect from 14 September 2022
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Strategy and Budget Committee

The Strategy and Budget Committee currently comprises eight members, including two Non-executive Directors, five
Independent Non-executive Directors as well as the Executive Director and Chief Executive of the Company. Its composition,
main duties and major works performed during the year are as follows:

Composition’ Main duties
Mr LIU Jin? - review of the Group’s medium to long-term strategic plan for Board's approval
Mr SUN Yu?

- monitoring of the Group's implementation of medium to long-term strategy,

Mr LIN Jingzhen? providing guidance on strategy direction for the Management
Mdm CHENG Eva*

Dr CHOI Koon Shum?*

Mdm FUNG Yuen Mei Anita’
Mr LEE Sunny Wai Kwong®
Mr TUNG Savio Wai-Hok*

- review of major investments, capital expenditure and strategic commitments of
the Group, and making recommendations to the Board

- review and monitoring of the Group's regular/periodic (including annual)
business plan

- review of budget for Board's approval and monitoring of performance against
budgeted targets

Major works performed during the year

- review of the Group's capital injection and the equity restructuring of subsidiaries
for Board's approval

- review of the Group's digital infrastructure project for Board's approval

- receipt of and discussion on the progress of BOCHK's digital transformation
strategy

- review and monitoring of the implementation of 2022 Financial Budget and
Business Plan of the Group, and also review and endorsement of the Financial
Budget and Business Plan of the Group submitted by the Management for the
year 2023 and recommendation of the same to the Board

Notes:

1. Mr LIU Liange resigned as Chairman, Non-executive Director and Chairman of the Strategy and Budget Committee with effect from 18 March 2023.
2. Non-executive Director

3. Executive Director

4. Independent Non-executive Director

5. Independent Non-executive Director and appointed as a member of the Strategy and Budget Committee with effect from 3 March 2022

6. Independent Non-executive Director and appointed as a member of the Strategy and Budget Committee with effect from 14 September 2022
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Sustainability Committee

The Sustainability Committee currently comprises eight members, including seven Independent Non-executive Directors as
well as the Executive Director and Chief Executive of the Company. Its composition, main duties and major works performed
during the year are as follows:

Composition Main duties

Mdm CHENG Eva' (Chairlady) - review of the Group's sustainability strategies, goals and priorities as well as
Mr SUN Yu? material sustainability related policies

Dr CHOI Koon Shum! - review of environmental, social and governance issues which are material to the
Mdm FUNG Yuen Mei Anita’ Group and the related measures

Mr KOH Beng Seng'
Mr LAW Yee Kwan Quinn'

Mr LEE Sunny Wai Kwong*
Mr TUNG Savio Wai-Hok! - determination of the appropriate reporting principles and boundaries and review

of the 2021 Sustainability Report

- oversight of the Group's sustainability performance

- oversight of the Group's corporate culture and review of related policies

Major works performed during the year

- oversight of the implementation of the Group's sustainability strategies

- review of the 2021 Sustainability Report and Material Issues for Board's approval

- review of sustainability related reports, including the “Report on Bank Culture
Building”

- review of the “Carbon Neutral” Targets and Implementation Roadmap of BOCHK
Business Operations

- supervision and review of the various sustainability measures taken by the Group

- receipt of and discussion on the progress reports on carbon emissions calculation
in financed activities, low-carbon transition of retail banking customers and
branches, and climate related and ESG risk management of the Group

Notes:
1. Independent Non-executive Director
2. Executive Director

3. Independent Non-executive Director and appointed as a member of the Sustainability Committee with effect from 3 March 2022
4. Independent Non-executive Director and appointed as a member of the Sustainability Committee with effect from 14 September 2022
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Ad Hoc Committee

The Board established an ad hoc Independent Board
Committee during the year with details as follows:

Independent Board Committee

An Independent Board Committee was set up during the
year to review the continuing connected transactions and
the new caps between the Group on the one hand and
BOC and its associates on the other hand, for the three
years ending 31 December 2025. The Committee comprised
all the Independent Non-executive Director and was
chaired by Mr TUNG Savio Wai-Hok. The Committee has
engaged Gram Capital Limited as the independent financial
adviser. On the basis of Gram Capital Limited’s advice and
recommendations, the Committee has been satisfied that
the continuing connected transactions are entered into in
the ordinary and usual course of business of the Group, on
normal commercial terms, and the continuing connected
transactions and the annual caps imposed on such
transactions for the three years ending 31 December 2025
are in the interests of the Company and its shareholders as a
whole and are fair and reasonable so far as the independent
shareholders are concerned. The Committee also
recommends the proposed annual caps of the continuing
connected transactions to the Board and the independent
shareholders. As the annual caps for certain categories of
continuing connected transactions represent 5% or more
of the applicable percentage ratios as defined in the Listing
Rules, such transactions are subject to the approval of the
independent shareholders of the Company. Shareholders
can refer to the circular issued by the Company dated 26
January 2023 and notice of the annual general meeting to
be issued by the Company in April 2023 for details on the
continuing connected transactions and the annual general
meeting respectively. Shareholders can also view and
download the aforesaid documents from the Company’s
website at www.bochk.com.

Directors’ Securities Transactions

The Company has established and implemented the “Code
for Securities Transactions by Directors” (the “Company’s
Code") to govern the Directors’ dealings in securities
transactions of the Company. Terms of the Company's Code
are more stringent than the mandatory standards set out
in the “Model Code for Securities Transactions by Directors
of Listed Issuers” as contained in Appendix 10 of the Listing
Rules. Apart from the Directors’ dealings in the securities of
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the Company, the Company's Code has also been applied
to the Directors’ dealings in the securities of BOC and BOC
Aviation Limited (BOC's subsidiary) since their share listing
on the Stock Exchange of Hong Kong in June 2006 and June
2016 respectively as well as BOC International (China) Co,
Ltd (BOC's associate) since its share listing on the Shanghai
Stock Exchange in February 2020.

Upon specific enquiry by the Company, all Directors
confirmed that they had strictly complied with the provisions
as set out in both the Company’s Code and the said Model
Code throughout the year 2022.

Directors’ Remuneration

Pursuant to the “Policy on Directors’ Remuneration”
adopted by the Company, when recommendation of the
remuneration of Directors is made, the Nomination and
Remuneration Committee should benchmark against
companies of comparable business type or scale, the role
(chairmanship or membership) they played, job nature
and workload at both the Board and Board Committee
levels (including frequency of meetings and nature of
agenda items) in order to compensate Directors fairly. The
remuneration of Directors is subject to regular review based
on market practices, regulatory requirements and inflation,
etc. No individual Director is allowed to participate in the
procedures for deciding his/her individual remuneration
package. The remuneration of the Independent Non-
executive Directors is not linked with the performance of
the Company. Information relating to the remuneration of
each Director for 2022 is set out in Note 21 to the Financial
Statements. The present scale of Director’s fees, including
additional fees for membership of Board Committees, is

given below:

Board of Directors:
All Directors HK$400,000 p.a.
Board Committees:
Chairman HK$100,000 p.a.

Other Committee members HK$50,000 p.a.

Note: For the year ended 31 December 2022, all Non-executive Directors
(excluding Independent Non-executive Directors) and Executive
Director have not received their Directors’ fees as mentioned above.



The Nomination and Remuneration Committee also has
the delegated responsibility from the Board to determine
the remuneration packages of the Executive Directors
and the Senior Management, including benefits in kind,
pension rights and compensation payments (including any
compensation payable for loss or termination of their office
or appointment, early payout of deferred remuneration), as
well as the performance-based remuneration. Moreover, it
will recommend to the Board on their remuneration package
upon joining, sign-on bonus and contract guaranteed bonus,
etc.

Remuneration and Incentive
Mechanism

The Remuneration and Incentive Mechanism of the Group is
based on the principles of “effective motivation” and “sound
remuneration management”. It links remuneration with
performance and risk factors closely. It serves to encourage
staff to enhance their performance, and at the same time,
to strengthen their awareness of risk so as to achieve sound
remuneration management.

The Remuneration and Incentive Policy of the Group is
generally in line with the broad principles set out in the
HKMA's “Guideline on a Sound Remuneration System”
and applicable to the Company and all of its subsidiaries
(including the branches and entities in and out of Hong
Kong).

« “Senior Management” and “Key Personnel”

The Remuneration and Incentive Policy of the Group
defines “Senior Management” and “Key Personnel” as
follows:

- “Senior Management”: The senior executives
designated by the Board who are responsible for
oversight of the firm-wide strategy or activities or
material business lines, including the Chief Executive,
Deputy Chief Executives, Chief Financial Officer, Chief
Risk Officer, Chief Operating Officer, Board Secretary
and General Manager of Group Audit.

- "Key Personnel”: The employees whose duties or
activities involve the assumption of material risk, or
those who take on material exposures on behalf of
the Group, or whose individual responsibilities are
directly and materially linked to the risk management,
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or those who have direct influence to the profit,
including heads of material business lines, heads of
major subsidiaries and Southeast Asian entities, head
of trading, heads of risk control functions, general
managers who report directly to the Chief Executive, as
well as “managers” appointed by the Group according
to the Banking Ordinance.

Determination of the Remuneration Policy

To fulfil the above-mentioned principles and to facilitate
effective risk management within the framework of the
Remuneration Policy of the Group, the Remuneration
Policy of the Group is initiated by Human Resources
Department with consultation of the risk control units
including risk management, financial management
and compliance in order to balance the needs for
staff motivations, sound remuneration and prudent
risk management. After the proposed Remuneration
Policy is cleared by the Management Committee, it will
be submitted to the Nomination and Remuneration
Committee for review and thereafter to the Board for
approval. The Nomination and Remuneration Committee
and the Board will seek opinions from other Board
Committees (e.g. Risk Committee, Audit Committee, etc.)
where they consider necessary under the circumstances.

Key Features of the Remuneration and Incentive
Mechanism

. Performance Management Mechanism

The Group has put in place a performance management
mechanism to formalise the performance management
at the levels of the Group, units and individuals. The
annual targets of the Group will be cascaded down
under the framework of balanced scorecard whereby the
performance of the “Senior Management” and different
units (including business units, risk control units and
other units) would be assessed from the perspectives
of financial, strategy implementation, building blocks,
human capital, risk management and compliance. For
individual staff at different levels, annual targets of the
Group will be tied to their job requirements through the
performance management mechanism. Performance of
individuals will be appraised on their achievement against
targets, the degree of compliance, their performance on
risk management duties, and adherence to the corporate
culture values, etc. Not only is target accomplishment
taken into account, but also the values-based behaviours
and sufficient risk management during the course of
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work, ensuring prudent operation and sustainable
development of the Group.

. Risk Adjustment of Remuneration

To put the principle of aligning performance and
remuneration with risk into practice, based on the
"Administrative Measures on Risk Modifier Assessment”,
the key risk modifiers of BOCHK have been incorporated
into the performance management mechanism of the
Group. Credit risk, market risk, banking book interest rate
risk, liquidity risk, operational risk, legal risk, compliance
risk (including Anti-money laundry) and reputation risk
form the framework of the “Administrative Measures on
Risk Modifier Assessment”. The size of the bonus pool of
the Group is calculated according to the risk adjusted
performance results approved by the Board and is subject
to the Board's discretion. This method ensures the Group
to fix the Group’s bonus pool after considering risk
exposures and changes and to maintain effective risk
management through the remuneration mechanism.

. Performance-based and Risk-adjusted Remuneration

Management

The remuneration of staff is composed of “fixed
remuneration” and “variable remuneration”. The
proportion of one to the other for individual staff
members depends on job grades, roles, responsibilities
and functions of the staff with the prerequisite that
balance has to be struck between the fixed and variable
portion. Generally speaking, the higher the job grades
and/or the greater the responsibilities, the higher will
be the proportion of variable remuneration so as to
encourage the staff to follow the philosophy of prudent
risk management and sound long-term financial stability.

Every year, the Group will conduct periodic review on the
fixed remuneration of the staff with reference to various
factors like remuneration strategy, market pay trend and
staff salary level, and will determine the remuneration
based on the affordability of the Group as well as the
performance of the Group, units and individuals. As
mentioned above, performance assessment criteria
include quantitative and qualitative factors, as well as
financial and non-financial indicators.
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According to the "“BOCHK Group Bonus Funding Policy”,
the size of the bonus pool of the Group is determined
by the Board on the basis of the financial performance of
the Group and the achievement of non-financial strategic
business targets under the long-term development of
the Group. Thorough consideration is also made to the
risk factors in the determination process. The size of the
bonus pool is reached based on pre-defined formulaic
calculations but the Board can make discretionary
adjustment to it if deemed appropriate under prevailing
circumstances. When the Group's performance is
relatively weak (e.g. failed to meet the threshold
performance level), no bonus will be paid out that year
in principle. However, the Board reserves the rights to
exercise its discretion.

As far as individual units and individual staff are
concerned, allocation of the variable remuneration is
closely linked to the performance of the units, and that
of each individual staff as well as the unit he/she is
attaching to, and the assessment of which should include
risk modifiers. The performance and remuneration
arrangement of risk control personnel are determined
by the achievement of their core job responsibilities,
independent from the business they oversee; for front-
line risk controllers, a cross-departmental reporting and
performance management system is applied to ensure
the suitability of performance-based remuneration.
Within the acceptable risk level of the Group, the better
the performance of the unit and the individual staff,
the higher will be the variable remuneration for the
individual staff. The allocation of variable remuneration
to staff should also consider individual behaviour
comprehensively. For behaviour which is positive and
adhering to the Group's corporate culture, the variable
remuneration should be tilted forward; for misconduct
or behaviour which is negative and not adhering to the
Group's corporate culture, the variable remuneration
should be forfeited or reduced, the amount of
remuneration to be adjusted should be proportionate
with the misconduct outcome, and should take into
account all relevant indicators of the severity of the
impact.



4. Linking the payout of the variable remuneration with
the time horizon of the risk to reflect the long-term
value creation of the Group

To work out the principle of aligning remuneration with
the time horizon of risk and to ensure that sufficient
time is allowed to ascertain the associated risk and its
impact before the actual payout, payout of the variable
remuneration of staff is required to be deferred in cash if
such amount reaches certain prescribed threshold. The
Group adopts a progressive approach towards deferral.
The longer the time horizon of risk in the activities
conducted by the staff and the higher amount of the
variable remuneration, the higher will be the proportion
of deferral. Deferral period lasts for three years.

The vesting of the deferred variable remuneration is
linked with the long term value creation of the Group.
The vesting conditions are closely linked to the annual
performance of the Group in the next three years and the
individual behaviour of the staff concerned. When the
Group's performance has met the threshold requirement,
the deferred variable remuneration would be vested
following the corresponding schedule. However, if a
staff is found to have committed material misconduct,
including but not limited to fraud, mis-selling of financial
products, manipulation (or attempted manipulation)
of markets etc., or any financial or non-financial factors
used in performance measurement or variable pay
determination are later proven to have been manifestly
worse than originally understood in a particular year,
or individual behaviour/management style poses
negative impacts to the business unit and even the
Group, including but not limited to negative or improper
behaviour which is not in adherence to corporate culture,
improper or inadequate risk management, significant
incident and economic loss incurred by improper
management, etc., the unvested portion of the deferred
variable remuneration of the relevant staff would be
forfeited.

« Focused Review on Incentive Systems of Front
Offices in Retail Banks

To further promote a sound bank culture, deepen the
proper understanding of customer outcomes, and reduce
the risks of mis-selling and misconduct, the relevant
incentive mechanism and its management arrangement
were reviewed and optimized by taking references from
the HKMA's Focused Review on Incentive Systems of
Front Offices in Retail Banks. The Group would continue
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to monitor the implementation of relevant optimization
measures to ensure that the expected results can be
achieved.

« Annual Review of Remuneration Policy

The Remuneration Policy of the Group is subject to annual
review with reference to changes in external regulatory
requirements, market conditions and risk management
requirements, etc. In 2022, the Group reviewed the
related policies of remuneration and incentive, including
"BOCHK Group Remuneration and Incentive Policy”,
"“BOCHK Group Variable Pay Deferral Policy”, “BOCHK
Group Bonus Funding Policy” etc, revised the position
lists of “Senior Management” and “Key Personnel”, the
deferral rates and deferral threshold of variable pay, and
established a clawback management mechanism for
variable pay. The above amendments were effective from
1 January 2023.

« External Remuneration Consultant

To ensure the suitability and competitiveness of the
remuneration and incentive mechanism, the Group
appointed Willis Towers Watson, Mercer and MclLagan for
independent consultation in areas of pay management
and market remuneration data of the Senior Management
and key positions, etc.

« Disclosure on Remuneration

The Group has fully complied with the guideline in Part
3 of the “Guideline on a Sound Remuneration System”
issued by the HKMA to disclose information in relation to
our remuneration and incentive mechanism.

External Auditor

Pursuant to the “Policy on External Auditor Management”
adopted by the Board, the Audit Committee reviewed and
monitored and was satisfied with the independence and
objectivity of PricewaterhouseCoopers, the Group's external
auditor, and the effectiveness of its audit procedures, based
on the principles and standards set out in the said Policy
that were in line with international best practices. Upon
the recommendation of the Audit Committee, the Board
will propose that PricewaterhouseCoopers be re-appointed
as auditor of the Group at the Company’s 2023 annual
general meeting. Subject to shareholders” authorisation, the
Board will authorise the Audit Committee to determine the
remuneration of PricewaterhouseCoopers.
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For 2022, the fee paid or payable by the Group to
PricewaterhouseCoopers was HK$44 million (2021: HKS$36
million), of which HK$25 million (2021: HK$25 million)
related to audit services and HKS$19 million (2021: HKS$11
million) related to other services (mainly including tax-
related and advisory services). The Audit Committee was
satisfied that the non-audit services in 2022 did not affect
the independence of PricewaterhouseCoopers.

Risk Management and Internal
Control

The Board is responsible for evaluating and determining the
nature and extent of the risks it is willing to take in achieving
the Group’s strategic objectives, and ensuring that the
Group establishes and maintains appropriate and effective
risk management and internal control systems. The Board
oversees the Management in the design, implementation
and monitoring of the risk management and internal control
systems. According to the Board’s scope of delegation, the
Management is responsible for the day-to-day operations
and risk management, and the Management needs to
provide a confirmation to the Board on the effectiveness of
these systems.

The risk management and internal control systems are
designed to manage rather than eliminate the risk of
failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material
misstatement or loss; to manage the risk of system failure;
and to assist in the achievement of the Group's objectives.
In addition to safeguarding the Group's assets, it also
ensures the maintenance of proper accounting records and
compliance with relevant laws and regulations.

The Group conducts an annual review of the effectiveness of
its risk management and internal control systems covering
all material controls, including financial, operational and
compliance controls as well as risk management. The review
is conducted by reference to the guidelines and definitions
given by the regulatory and professional bodies for the
purpose of assessing five different internal control elements,
namely, the control environment, risk assessment, control
activities, information and communication, and monitoring.
The assessment covers all the major internal controls and
measures, including financial, operational and compliance
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controls as well as risk management functions. The review
also considers the adequacy of resources, staff qualifications
and experience and training of the Group’s accounting,
financial reporting, internal audit functions, as well as those
relating to the ESG performance and reporting. The review
is coordinated by the Group's internal audit which, after
the Management and various business departments have
performed their self-assessment and the Management has
confirmed the effectiveness of the relevant systems, carries
out an independent examination and other post-assessment
work on the review process and results. The results of
the 2022 review, which have been reported to the Audit
Committee and the Board, revealed that the Group's risk
management and internal control systems were effective
and adequate.

In addition, the key procedures that the Group has
essentially established and implemented to provide internal
controls are summarised as follows:

- a rational organisational structure with appropriate
personnel is developed and whose responsibility,
authority, and accountability are clearly delineated. The
Group has formulated policies and procedures to ensure
reasonable checks and balances for all the operating
units, reasonable safeguard for the Group's assets and
adherence to relevant laws and regulations and risk
management in its operations;

- the Management draws up and continuously monitors
the implementation of the Group's strategies, business
plans and financial budgets. The accounting and
management systems that are in place provide the basis
for evaluating financial and operational performance;

- the Group has various risk management and human
resources policies. There are specific units and personnel
that are responsible for handling reputation, strategic,
legal, compliance, credit, market, operational, liquidity
and interest rate risks. There are also procedures and
internal controls for the handling and dissemination of
inside information. The Group has set up mechanisms to
identify, evaluate and manage all the major risks, and has
established corresponding internal control procedures as
well as processes for resolving internal control defects.
(Details about the Group's risk management are provided
on pages 48 to 53 of this Annual Report);



the Group has established an information technology
governance structure that produces a range of reports
on information systems and management, including
information on the monitoring of various business units,
financial information and operating performance. Such
information facilitates the Management, business units
and the regulatory bodies in assessing and monitoring
the Group's operation and performance. Proper
communication channels and reporting mechanisms are
in place at various business units and levels to facilitate
exchange of information;

pursuant to a risk-based approach and in accordance with
the internal audit plan approved by the Audit Committee,
the Group's internal audit conducts independent reviews
on such aspects as financial activities, various business
areas, various kinds of risks, operations and activities.
Reports are submitted directly to the Audit Committee.
The Group's internal audit closely follows up on the items
that require attention in a systematic way and reports to
the Management and the Audit Committee in a timely
manner; and

- the Audit Committee reviews the reports submitted
by external auditor to the Group's Management
in connection with the annual audit as well as the
recommendations made by regulatory bodies on
risk management and internal control. The Group's
internal audit follows up on the same to ensure timely
implementation of the recommendations, and also
periodically reports the status of the implementation to
the Management and the Audit Committee.

The Group is committed to upholding good corporate
governance practices and the internal control system of all
subsidiaries are reviewed regularly. During the year of 2022,
continuous improvements on the organisation structure
and segregation of duty, the risk management policy and
procedure, and the enhancement of disclosure transparency
have been undertaken by the Group. In response to internal
and external changes in global economic condition,
operating environment, regulatory requirement and
business development, the Group has implemented a series
of measures and undertaken an on-going review on the
effectiveness of the internal control mechanism. In 2022,
areas for improvement have been identified and appropriate
measures have been implemented.

CORPORATE GOVERNANCE

Communication with Shareholders

The Company has adopted a Shareholder Communication
Policy which will be reviewed by the Board annually
to ensure effectiveness. The said policy sets forth the
commitment of the Company to maintain on-going and
effective communication with its shareholders and provides
various channels for communication which include access
of the Company's corporate communication such as
announcements, circulars, annual and interim reports as well
as other information through the Company’s website or, if
requested by shareholders, sending hard copies of relevant
materials to them.

The Board attaches a high degree of importance to
continuous communication with shareholders, particularly
through direct dialogue with them at the Company’s annual
general meeting. During the pandemic, the Company has
adjusted the mode of convening the annual general meeting
flexibly, ensuring effective communication with shareholders
while complying with the Companies Ordinance and other
applicable disease prevention regulations as well as the
requirements of the Articles of Association.

Apart from making close communication with the
Shareholders, the Company will communicate actively
with the investment community in the forms of meetings,
conferences and roadshows. For details, please refer to the
section headed “Investor Relations” in this report.

Mr LIU Liange (former Chairman of the Company and the
Strategy and Budget Committee who resigned with effect
from 18 March 2023), Mr TUNG Savio Wai-Hok (Chairman of
the Audit Committee), Dr CHOI Koon Shum (Chairman of the
Nomination and Remuneration Committee), Mr KOH Beng Seng
(Chairman of the Risk Committee) and Mdm CHENG Eva
(Chairlady of the Sustainability Committee) were present
at the Company’s 2022 annual general meeting held on 29
June 2022 at Four Seasons Grand Ballroom, Level 2, Four
Seasons Hotel Hong Kong, 8 Finance Street, Central, Hong
Kong. Representatives of PricewaterhouseCoopers, being
the auditor of the Company for the financial year ended 31
December 2021 were also present at the Company's 2022
annual general meeting to respond to enquiries raised
by shareholders. Save as disclosed above, other Directors
including Mr LIU Jin (Vice Chairman of the Company),
Mr SUN Yu (Vice Chairman and Chief Executive of the
Company), Mr LIN Jingzhen, Mdm FUNG Yuen Mei Anita and
Mr LAW Yee Kwan Quinn were also present at the meeting.
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In the interest of the health and safety of the shareholders attending general meetings during the pandemic and taking
into consideration the various social distancing measures as strongly advised by the HKSAR Government, the Company had
reviewed the meeting venue area at the hotel and had arranged to limit physical attendance at the general meeting to 100
shareholders by way of pre-registration. In addition, the general meeting was conducted as a hybrid meeting which allows
shareholders to view the proceedings of the meeting and participate in voting and submit questions in a convenient and
efficient way by visiting designated website from anywhere with an internet connection instead of attending the meeting
in person. Shareholders were also strongly recommended to appoint the chairman of the general meeting as proxy to vote
in order to exercise their voting rights. Moreover, the Company is committed to undertaking corporate social responsibility
and has enhanced the arrangement by making charitable donations to The Community Chest Anti-NCP Rainbow Fund as an
alternative to distribution of corporate gifts to shareholders at the general meeting held in 2022 in order to help people in
need.

Summary of the resolutions passed at the Company’s 2022 annual general meeting as well as the percentage of votes cast in
favour are as follows:

rcentage
Ordinary Resolutions Voted For

Approval of audited financial statements and the Reports of the Directors and of the Auditor 99.86%
Declaration of final dividend 99.99%
Re-election of Directors 95.31% to 99.98%
Re-appointment of Auditor 99.30%
Grant of general mandate to issue shares 99.57%
Grant of general mandate to buy-back shares 99.91%

Further details of the voting results are available under the sub-section “Stock Exchange Announcements” of the section
headed “Investor Relations” on the Company's website at www.bochk.com.

As disclosed in the 2021 Annual Report of the Company, in view of the investors’ concern regarding potential dilution of
the shareholder value arising from the exercise of power pursuant to the grant of a general mandate to issue shares to
the Board, having thoroughly considered the feedback from investors and proxy advisory firms, and making reference to
industry’s practices on general mandate to issue shares and deliberated the strategic business development plan, the Board
has recommended to reduce the general mandate to issue shares to be issued to 10% of the total number of shares in issue
as compared to the 20% limit permitted under the Listing Rules, and to introduce a limitation of discount rate of issue price
which shall not exceed 10% of the Company’s benchmarked price. The Board also continued to recommend the threshold of
up to 5% of the total number of shares in issue in the event that the issue of shares is solely for cash and not related to any
acquisition of assets (subject to adjustment in case of any subdivision and consolidation of shares after the passing of the
relevant resolution) at the 2022 annual general meeting for approval by shareholders. The Board will continue to recommend
(i) the threshold for granting of a general mandate to issue shares of up to 10% (or 5% in the event that the issue of shares is
solely for cash and not related to any acquisition of assets) of the total number of shares in issue (subject to adjustment in case
of any subdivision and consolidation of shares after the passing of the relevant resolution), and (ii) a limitation of discount rate
of issue price which shall not exceed 10% of the Company’s benchmarked price at the forthcoming annual general meeting
for approval by shareholders.
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Further, given its commitment to high standards of
corporate governance, the Board also adopted certain
internal policies for the exercise of the powers granted
to the Board under the general mandates to issue shares
solely for cash and buy back shares. The relevant policies are
summarised as follows:

in the exercise of the power to issue shares for cash, the
Board will have regard to factors such as the Group's
total capital ratio, and in particular, its Tier 1 capital,
cost and benefit of raising Tier 2 capital, need for cash
for the Group’s business development, the principle
that shareholders should be treated equally and the
alternative of conducting a rights issue; and

the Board has set the triggering events for the exercise of
the power to buy back shares, which include: market price
of the Company’s shares is lower than the fair value of the
shares; the Group has surplus funds which are in excess
of its short to mid term development requirements; and
the Board considers it proper and appropriate to exercise
relevant mandate for enhancing the return on equity
or net assets or earnings per share of the Company. In
general, such share buy-backs will be made on the Stock
Exchange. However, if it is expected that the size of the
share buy-backs may lead to a disorderly market for the
Company'’s shares, then the Board will consider making
the share buy-backs through a general offer, i.e. offer to
all existing shareholders in proportion to their respective
shareholdings. The price at which shares are bought back
will not be higher than the fair value of the shares of the
Company.

All the resolutions to be proposed at the Company's
2023 annual general meeting will be voted on by poll.
Accordingly, the Company will engage Computershare
Hong Kong Investor Services Limited, the Company’s
Share Registrar, to act as the scrutineer for such purpose.
The results of the poll voting will be posted on the Stock
Exchange's website and the Company’s website as soon as
practicable following conclusion of the vote-counting for
shareholders' information.
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Besides, in order that shareholders can have a better
understanding of the agenda items to be discussed at the
2023 annual general meeting and to encourage their active
participation so that exchange of views and communication
can be further enhanced, the Company will provide detailed
information on the 2023 annual general meeting in a circular
to shareholders which will include introduction to the
proposed resolutions to be approved at the annual general
meeting, information on the retiring Directors who are
eligible for re-election, as well as information on voting and
other issues relating to the 2023 annual general meeting in
the form of “Frequently Asked Questions”.

Shareholders’ Rights

Shareholders are entitled to convene an extraordinary
general meeting, propose a resolution at an annual general
meeting, and propose a person for election as a Director.
Please see the detailed procedures as follows:

« the way in which shareholders can convene an
extraordinary general meeting:

Any shareholder(s) holding not less than 5% of total
voting rights of all the shareholders who have a relevant
right to vote may request the Board to convene an
extraordinary general meeting. The request, duly signed
by the shareholder(s) concerned, must clearly state
the general nature of the business to be dealt with at
the meeting and may include the text of the proposed
resolution. Such request must be deposited at the
registered office of the Company, 53rd Floor, Bank of
China Tower, 1 Garden Road, Hong Kong. The Company
would take appropriate actions and make necessary
arrangements in accordance with the requirements
under sections 566 to 568 of the Hong Kong Companies
Ordinance once a valid request is received.

» the procedures for proposing a resolution at an
annual general meeting:

The following shareholders are entitled to request the
Company to give notice of a resolution that may properly
be moved at an annual general meeting of the Company:
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(@) shareholders representing at least 2.5% of the total
voting rights of all the shareholders who have a
relevant right to vote; or

(b) at least 50 shareholders who have a relevant right to
vote.

The request identifying the proposed resolution,
duly signed by the shareholders concerned, must be
deposited at the registered office of the Company,
53rd Floor, Bank of China Tower, 1 Garden Road, Hong
Kong not less than six weeks before the annual general
meeting, or if later, the time at which notice is given
of that meeting. The Company would take appropriate
actions and make necessary arrangements in accordance
with the requirements under sections 615 and 616 of the
Hong Kong Companies Ordinance once valid documents
are received.

» the procedures for Director’s nomination and
election by shareholders:

If a shareholder wishes to propose a person other than
a retiring Director for election as a Director at a general
meeting, the shareholder should lodge at the registered
office of the Company (53rd Floor, Bank of China Tower,
1 Garden Road, Hong Kong): (a) a notice in writing signed
by such shareholder (other than the proposed person)
duly qualified to attend and vote at the meeting of his/
her intention to propose such person for election; (b)
a notice signed by the proposed person indicating his/
her willingness to be elected; and (c) a sum reasonably
sufficient to meet the Company’s expenses in giving
effect thereto.

The period during which the aforesaid notices may
be given will be at least seven days. Such period will
commence on the day after the despatch of the notice of
the general meeting for which such notices are given and
end no later than seven days prior to the date of such
general meeting. The Company would take appropriate
actions and make necessary arrangements in accordance
with the requirements under Article 99 of the Articles of
Association once valid notices and the aforesaid sum are
received.

Further shareholder information is set out in the section
headed “Investor Relations”. Shareholders are welcome to
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send in any written enquiries to the Board for the attention
of the Company Secretary either by post to the registered
office of the Company at 53rd Floor, Bank of China Tower,
1 Garden Road, Hong Kong or by way of email to investor_
relations@bochk.com. The Company Secretary would direct
the enquiries received to appropriate Board member(s) or
the Chairman of the Board Committee(s) who is in charge
of the areas of concern referred therein for further handling.
The Board, assisted by the Company Secretary, would make
its best efforts to ensure that all such enquiries are addressed
in a timely manner.

Dividend Policy

The primary objectives of the Company's dividend policy are
to comply with regulatory requirements, support its ongoing
business development by providing adequate capital while
balancing shareholders’ long term and short term interests.
Unless under special circumstances, the Board maintains a
payout ratio within the range of 40% to 60%. The Company
periodically reviews the dividend policy by considering
multiple factors, among which are changes of regulatory
requirements, economic and business environments.

Disclosure of Information

The Company recognises the importance of timely and
effective disclosure of information and formulates policies,
procedures and controlling measures on information
disclosure (including inside information) in accordance
with the requirements under applicable laws, regulations
and regulatory requirements which include the Securities
and Futures Ordinance, the Listing Rules and the HKMA's
Supervisory Policy Manual.

The Group has established controlling measures for the
oversight of business and corporate development of the
Group to enable prompt identification and escalation
of any inside information by all departments/units. The
Management Committee reviews relevant information
submitted and assesses its possible impact, and reports
the result to the Board. The Board will assess and
determine whether it is inside information, and whether
it is appropriate to disclose the inside information after
consideration of relevant circumstances and regulatory
requirements.
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The Information Disclosure Policy requires that heads of
relevant departments/units should restrict access to the
inside information to a limited number of employees on
a need-to-know basis during the escalation process and
maintain a list of insider employees for senior management’s
inspection from time to time. The Group provides regular
refreshment courses on the Information Disclosure Policy to
employees to ensure those employees are fully conversant
of their obligations under the said policy.

Details of the Information Disclosure Policy have been
posted on the Company’s website at www.bochk.com.

Directors’ Responsibility Statement
in relation to Financial Statements

The following statement should be read in conjunction with
the auditor’s statement of their responsibilities as set out in
the auditor’s report. The statement aims to distinguish the
responsibilities of the Directors and the auditor in relation to
the financial statements.

The Directors are required by the Hong Kong Companies
Ordinance to prepare financial statements, which give a
true and fair view of the state of affairs of the Company. The
financial statements should be prepared on a going concern
basis unless it is considered inappropriate. The Directors are
responsible for ensuring that the accounting records kept by
the Company at any time reasonably and accurately reflect
the financial position of the Company, and that the financial
statements comply with the requirements of the Hong Kong
Companies Ordinance. The Directors also have duties to take
reasonable and practicable steps to safeguard the assets
of the Group and to prevent and detect fraud and other
irregularities.

The Directors consider that in preparing the financial
statements, the Company has adopted appropriate
accounting policies which have been consistently applied
and supported by reasonable judgements and estimates,
and that all accounting standards which they consider to be
applicable have been followed.
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