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1. Key prudential ratios, key metrics and overview of RWA

KM1: Key prudential ratios

(a) (b) (c) (d) (e)
At 30 At 31 At 31 At 30 At 30
June March | December | September June
2023 2023 2022 2022 2022
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
Regulatory capital
1 Common Equity Tier 1 (CET1) 246,884 239,276 229,798 231,059 229,606
2 |Tier1 269,560 262,752 253,274 254,535 253,082
3 | Total capital 298,730 291,865 282,322 284,601 283,299
RWA
4 | Total RWA | 1,299,148 | 1,280,036 | 1,312,199| 1,291,554| 1,300,061
Risk-based regulatory capital ratios (as a percentage of RWA)
5 | CET1 ratio (%) 19.00% 18.69% 17.51% 17.89% 17.66%
6 | Tier 1 ratio (%) 20.75% 20.53% 19.30% 19.71% 19.47%
7 | Total capital ratio (%) 22.99% 22.80% 21.52% 22.04% 21.79%

Additional CET1 buffer requirements (as a percentage of RWA)

8 Capital conservation buffer requirement

(%) 2.500% 2.500% 2.500% 2.500% 2.500%
9 Countercyclical capital buffer
requirement (%) 0.822% 0.812% 0.817% 0.817% 0.812%

10 |Higher loss absorbency requirements
(%) (applicable only to G-SIBs or D-

SIBs) 1.500% 1.500% 1.500% 1.500% 1.500%
11 | Total Al-specific CET1 buffer

requirements (%) 4.822% 4.812% 4.817% 4.817% 4.812%
12 | CET1 available after meeting the Al's

minimum capital requirements (%) 14.50% 14.19% 13.01% 13.39% 13.16%

Basel lll leverage ratio

13 |Total leverage ratio (LR) exposure
measure 3,479,089| 3,470,607 | 3,370,353| 3,310,168| 3,300,345

14 |LR (%) 7.75% 7.57% 7.51% 7.69% 7.67%

Liquidity Coverage Ratio (LCR)/Liquidity Maintenance Ratio (LMR)

Applicable to category 1 institution only:

15 | Total high quality liquid assets (HQLA) 965,434 931,036 829,726 848,353 886,662

16 | Total net cash outflows 512,966 491,937 466,673 570,294 594,283

17 |LCR (%) 188.89% 189.68% 178.49% 149.00% 149.49%
Applicable to category 2 institution only:

17a |LMR (%) Not Not Not Not Not

applicable | applicable | applicable | applicable | applicable

Net Stable Funding Ratio (NSFR)/Core Funding Ratio (CFR)

Applicable to category 1 institution only:

18 | Total available stable funding 2,005,761 2,040,498 | 1,952,126 | 1,907,480| 1,907,244
19 | Total required stable funding 1,524,651 1,516,958 | 1,483,841 1,490,466 | 1,503,313
20 |NSFR (%) 131.56% 134.51% 131.56% 127.98% 126.87%
Applicable to category 2A institution
only:
20a | CFR (%) Not Not Not Not Not

applicable | applicable | applicable | applicable | applicable
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1. Key prudential ratios, key metrics and overview of RWA (continued)

KM2(A): Key metrics — LAC requirements for material subsidiaries (at LAC

consolidation group level)

(a)

(b)

(c)

(d)

(e)

At 30 At 31 At 31 At 30 At 30
June March | December | September June
2023 2023 2022 2022 2022
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
Of the material entity at LAC consolidation group level
1 Internal loss-absorbing capacity
available 351,681 346,556 335,239 261,125 259,823
2 Risk-weighted amount under the LAC
Rules 1,299,148 | 1,280,036| 1,312,199| 1,291,554| 1,300,061
3 Internal LAC risk-weighted ratio 27.07% 27.07% 25.55% 20.22% 19.99%
4 Exposure measure under the LAC Rules | 3,479,089 | 3,470,607| 3,370,353| 3,310,168 3,300,345
5 Internal LAC leverage ratio 10.11% 9.99% 9.95% 7.89% 7.87%
6a |Does the subordination exemption in the
antepenultimate paragraph of Section
11 of the FSB TLAC Term Sheet Not Not Not Not Not
apply?" applicable | applicable | applicable | applicable| applicable
6b | Does the subordination exemption in the
penultimate paragraph of Section 11 of Not Not Not Not Not
the FSB TLAC Term Sheet apply?’ applicable | applicable| applicable | applicable| applicable
6¢c | If the capped subordination exemption
applies, the amount of funding issued
that ranks pari passu with excluded
liabilities and that is recognised as
external loss-absorbing capacity,
divided by funding issued that ranks
pari passu with excluded liabilities and
that would be recognised as external
loss-absorbing capacity if no cap was Not Not Not Not Not
applied’ applicable | applicable| applicable | applicable| applicable
Footnote:

! The subordination exemptions under Section 11 of the Financial Stability Board (‘FSB”) Total Loss-absorbing
Capacity Term Sheet (“TLAC Term Sheet”) do not apply in Hong Kong under the LAC Rules.
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1. Key prudential ratios, key metrics and overview of RWA (continued)

KM2(B): Key metrics — TLAC requirements for non-HK resolution entity (at resolution

group level)

(a) (b) (c) (d) (e)

At 30 At 31 At 31 At 30 At 30
June March | December | September June
2023' 2023! 2022' 2022' 2022'
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m

Of the non-HK resolution entity at resolution group level
1 External loss-absorbing capacity

available 3,346,339 | 3,516,765| 3,301,580| 3,176,182| 3,304,501
2 | Total risk-weighted amount under the Not Not

relevant non-HK LAC regime 19,529,804 | applicable?| 18,845,214 | applicable?| 19,448,240
3 External loss-absorbing capacity as a

percentage of risk-weighted amount 17.13% 17.53% 17.52% 17.17% 16.99%
4 Leverage ratio exposure measure under

the relevant non-HK LAC regime 35,825,110 | 37,107,540 | 34,738,341| 33,816,503 | 34,979,020

5 External loss-absorbing capacity as a
percentage of leverage ratio exposure
measure 9.34% 9.48% 9.50% 9.39% 9.45%
6a |Does the subordination exemption in the
antepenultimate paragraph of Section

11 of the FSB TLAC Term Sheet Not Not Not Not Not

apply? applicable | applicable | applicable | applicable| applicable
6b | Does the subordination exemption in the

penultimate paragraph of Section 11 of Not Not Not Not Not

the FSB TLAC Term Sheet apply? applicable | applicable| applicable | applicable| applicable

6¢c | If the capped subordination exemption
applies, the amount of funding issued
that ranks pari passu with excluded
liabilities and that is recognised as
external loss-absorbing capacity,
divided by funding issued that ranks
pari passu with excluded liabilities and
that would be recognised as external

loss-absorbing capacity if no cap was Not Not Not Not Not
applied applicable | applicable| applicable | applicable| applicable
Footnote:

"The relevant non-HK LAC regime in the non-HK jurisdiction is not yet implemented and that the values for rows 1 to
5 are reported on the regulatory capital regime of the non-HK jurisdiction as proxies.
2“Not applicable” is reported because the value was not published by the non-HK resolution entity.
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1.

Key prudential ratios, key metrics and overview of RWA (continued)

OV1: Overview of RWA

(a) (b) (c)
Minimum capital
RWA requirements
At 30 June At 31 March At 30 June
2023 2023 2023
HK$’m HK$’m HK$’m
1 Credit risk for non-securitization exposures 1,103,096 1,086,824 93,092
2 Of which STC approach 93,757 92,019 7,501
2a Of which BSC approach - - -
3 Of which foundation IRB approach 1,007,034 992,427 85,396
4 Of which supervisory slotting criteria approach 2,305 2,378 195
5 Of which advanced IRB approach - - -
6 Counterparty default risk and default fund
contributions 14,008 10,391 1,177
7 Of which SA-CCR approach 13,725 10,067 1,154
7a Of which CEM - - -
8 Of which IMM(CCR) approach - - -
9 Of which others 283 324 23
10 | CVArrisk 5,301 3,990 424
11 | Equity positions in banking book under the simple risk-
weight method and internal models method - - -
12 | Collective investment scheme (“CIS”) exposures —
LTA - - -
13 | CIS exposures — MBA - - -
14 | CIS exposures — FBA - - -
14a | CIS exposures — combination of approaches - - -
15 | Settlement risk - - -
16 | Securitization exposures in banking book - - -
17 Of which SEC-IRBA - - -
18 Of which SEC-ERBA (including IAA) - - -
19 Of which SEC-SA - - -
19a | Of which SEC-FBA - - -
20 | Market risk 29,190 34,432 2,335
21 Of which STM approach 3,555 3,015 284
22 Of which IMM approach 25,635 31,417 2,051
23 | Capital charge for switch between exposures in
trading book and banking book (not applicable
before the revised market risk framework takes
effect) Not applicable Not applicable Not applicable
24 | Operational risk 99,762 97,469 7,981
24a | Sovereign concentration risk - - -
25 | Amounts below the thresholds for deduction
(subject to 250% RW) 12,675 12,965 1,014
26 | Capital floor adjustment - - -
26a | Deduction to RWA 26,141 26,207 2,091
26b | Of which portion of regulatory reserve for general
banking risks and collective provisions which is
not included in Tier 2 Capital - - -
26¢ | Of which portion of cumulative fair value gains
arising from the revaluation of land and
buildings which is not included in Tier 2 Capital 26,141 26,207 2,091
27 | Total 1,237,891 1,219,864 103,932

In this table, RWAs for credit risk calculated under the IRB approach are before the application of the

1.06 scaling factor.

Minimum capital requirement represents the amount of capital required to be held for that risk based on its RWAs after any

applicable scaling factor multiplied by 8%.

Compared with 31 March 2023, the 35% increase in RWA of counterparty default risk and default fund contributions was mainly

driven by change in outstanding derivative transactions’ market value and transaction volume.
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2. Composition of regulatory capital

CC1: Composition of regulatory capital

At 30 June 2023

(a)

(b)

Source based on
reference
numbers/letters of the
balance sheet under
the regulatory scope of

HK$’'m consolidation
CET1 capital: instruments and reserves
1 Directly issued qualifying CET1 capital instruments plus any
related share premium 43,043 (7)
2 Retained earnings 222,833 (8)
3 Disclosed reserves 38,214 (10)+(11)+(12)+(13)
4 Directly issued capital subject to phase-out arrangements from
CET1 (only applicable to non-joint stock companies) Not applicable Not applicable
5 Minority interests arising from CET1 capital instruments issued
by consolidated bank subsidiaries and held by third parties
(amount allowed in CET1 capital of the consolidation group) -
6 CET1 capital before regulatory deductions 304,090
CET1 capital: regulatory deductions
7 Valuation adjustments 36 Not applicable
8 Goodwill (net of associated deferred tax liabilities) -
9 Other intangible assets (net of associated deferred tax
liabilities) 1,789 (4)-(6)
10 |Deferred tax assets (net of associated deferred tax liabilities) 257 (3)
11 |Cash flow hedge reserve -
12 |Excess of total EL amount over total eligible provisions under
the IRB approach -
13 |Credit-enhancing interest-only strip, and any gain-on-sale and
other increase in the CET1 capital arising from securitization
transactions -
14 |Gains and losses due to changes in own credit risk on fair
valued liabilities 108 (1)+(5)
15 |Defined benefit pension fund net assets (net of associated
deferred tax liabilities) -
16 |Investments in own CET1 capital instruments (if not already
netted off paid-in capital on reported balance sheet) -
17 |Reciprocal cross-holdings in CET1 capital instruments -
18 |Insignificant LAC investments in CET1 capital instruments
issued by financial sector entities that are outside the scope of
regulatory consolidation (amount above 10% threshold) -
19 |Significant LAC investments in CET1 capital instruments issued
by financial sector entities that are outside the scope of
regulatory consolidation (amount above 10% threshold) -
20 |Mortgage servicing rights (net of associated deferred tax
liabilities) Not applicable Not applicable
21 |Deferred tax assets arising from temporary differences (net of
associated deferred tax liabilities) Not applicable Not applicable
22 |Amount exceeding the 15% threshold Not applicable Not applicable
23 of which: significant investments in the ordinary share of
financial sector entities Not applicable Not applicable
24 of which: mortgage servicing rights Not applicable Not applicable
25 of which: deferred tax assets arising from temporary
differences Not applicable Not applicable
26 |National specific regulatory adjustments applied to CET1 capital 55,016
26a |Cumulative fair value gains arising from the revaluation of land
and buildings (own-use and investment properties) 47,530 (9)+(10)
26b |Regulatory reserve for general banking risks 7,486 (12)
26¢ |Securitization exposures specified in a notice given by the MA -
26d |Cumulative losses below depreciated cost arising from the
institution’s holdings of land and buildings -
26e |Capital shortfall of regulated non-bank subsidiaries -
26f |Capital investment in a connected company which is a
commercial entity (amount above 15% of the reporting
institution’s capital base) -
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2,

Composition of regulatory capital (continued)

CC1: Composition of regulatory capital (continued)

At 30 June 2023

(a)

(b)

Source based on
reference
numbers/letters of the
balance sheet under
the regulatory scope of

HK$’'m consolidation
27 |Regulatory deductions applied to CET1 capital due to
insufficient AT1 capital and Tier 2 capital to cover deductions -
28 |[Total regulatory deductions to CET1 capital 57,206
29 |CET1 capital 246,884
AT1 capital: instruments
30 |Qualifying AT1 capital instruments plus any related share
premium 23,476
31 of which: classified as equity under applicable accounting
standards 23,476 (14)
32 of which: classified as liabilities under applicable accounting
standards -
33 |Capital instruments subject to phase-out arrangements from
AT1 capital -
34 |AT1 capital instruments issued by consolidated bank
subsidiaries and held by third parties (amount allowed in
AT1 capital of the consolidation group) -
35 of which: AT1 capital instruments issued by subsidiaries
subject to phase-out arrangements -
36 |AT1 capital before regulatory deductions 23,476
AT1 capital: regulatory deductions
37 |Investments in own AT1 capital instruments -
38 [Reciprocal cross-holdings in AT1 capital instruments -
39 |Insignificant LAC investments in AT1 capital instruments issued
by financial sector entities that are outside the scope of
regulatory consolidation (amount above 10% threshold) -
40 |Significant LAC investments in AT1 capital instruments issued
by financial sector entities that are outside the scope of
regulatory consolidation 800 (2)
41 |National specific regulatory adjustments applied to AT1 capital -
42 |Regulatory deductions applied to AT1 capital due to insufficient
Tier 2 capital to cover deductions -
43 |[Total regulatory deductions to AT1 capital 800
44 |AT1 capital 22,676
45 |Tier 1 capital (T1 = CET1 + AT1) 269,560
Tier 2 capital: instruments and provisions
46 |Qualifying Tier 2 capital instruments plus any related share
premium -
47 |Capital instruments subject to phase-out arrangements from
Tier 2 capital -
48 |Tier 2 capital instruments issued by consolidated bank
subsidiaries and held by third parties (amount allowed in Tier
2 capital of the consolidation group) -
49 of which: capital instruments issued by subsidiaries subject to
phase-out arrangements -
50 |[Collective provisions and regulatory reserve for general banking
risks eligible for inclusion in Tier 2 capital 7,781 Not applicable
51 |Tier 2 capital before regulatory deductions 7,781
Tier 2 capital: regulatory deductions
52 |[Investments in own Tier 2 capital instruments -
53 |Reciprocal cross-holdings in Tier 2 capital instruments and non-

capital LAC liabilities
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2,

Composition of regulatory capital (continued)

CC1: Composition of regulatory capital (continued)

At 30 June 2023

(a)

(b)

Source based on

reference

numbers/letters of the
balance sheet under
the regulatory scope of

HK$’'m consolidation

54 |Insignificant LAC investments in Tier 2 capital instruments

issued by, and non-capital LAC liabilities of, financial sector

entities that are outside the scope of regulatory consolidation

(amount above 10% threshold and, where applicable, 5%

threshold) -
54a |Insignificant LAC investments in non-capital LAC liabilities of

financial sector entities that are outside the scope of

regulatory consolidation (amount formerly designated for the

5% threshold but no longer meets the conditions) (for

institutions defined as “section 2 institution” under §2(1) of

Schedule 4F to BCR only) -
55 |Significant LAC investments in Tier 2 capital instruments issued

by financial sector entities that are outside the scope of

regulatory consolidation (net of eligible short positions) -
55a |Significant LAC investments in non-capital LAC liabilities of

financial sector entities that are outside the scope of

regulatory consolidation (net of eligible short positions) -
56 |National specific regulatory adjustments applied to Tier 2 capital (21,389)
56a |Add back of cumulative fair value gains arising from the

revaluation of land and buildings (own-use and investment

properties) eligible for inclusion in Tier 2 capital (21,389) [(9)+(10)]*45%
56b |Regulatory deductions applied to Tier 2 capital to cover the

required deductions falling within §48(1)(g) of BCR -
57 |Total regulatory adjustments to Tier 2 capital (21,389)
58 [Tier 2 capital (T2) 29,170
59 |Total regulatory capital (TC =T1 + T2) 298,730
60 |Total RWA 1,299,148

Capital ratios (as a percentage of RWA)

61 |CET1 capital ratio 19.00%
62 |Tier 1 capital ratio 20.75%
63 |Total capital ratio 22.99%
64 |Institution-specific buffer requirement (capital conservation

buffer plus countercyclical capital buffer plus higher loss

absorbency requirements) 4.822%
65 of which: capital conservation buffer requirement 2.500%
66 of which: bank specific countercyclical capital buffer

requirement 0.822%

67 of which: higher loss absorbency requirement 1.500%
68 |CET1 (as a percentage of RWA) available after meeting

minimum capital requirements 14.50%

National minima (if different from Basel 3 minimum)

69 |National CET1 minimum ratio Not applicable Not applicable
70 [National Tier 1 minimum ratio Not applicable Not applicable
71 |National Total capital minimum ratio Not applicable Not applicable

Amounts below the thresholds for deduction (before risk
weighting)

72

Insignificant LAC investments in CET1, AT1 and Tier 2 capital
instruments issued by, and non-capital LAC liabilities of,
financial sector entities that are outside the scope of
regulatory consolidation

19,700

73

Significant LAC investments in CET1 capital instruments issued
by financial sector entities that are outside the scope of
regulatory consolidation

5,840

74

Mortgage servicing rights (net of associated deferred tax
liabilities)

Not applicable

Not applicable

75

Deferred tax assets arising from temporary differences (net of
associated deferred tax liabilities)

Not applicable

Not applicable
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2,

Composition of regulatory capital (continued)

CC1: Composition of regulatory capital (continued)

At 30 June 2023

(a)

(b)

HK$’m

Source based on
reference
numbers/letters of the
balance sheet under
the regulatory scope of
consolidation

Applicable caps on the inclusion of provisions in Tier 2
capital

76

Provisions eligible for inclusion in Tier 2 in respect of exposures
subject to the BSC approach, or the STC approach and SEC-
ERBA, SEC-SA and SEC-FBA (prior to application of cap)

1,288

77

Cap on inclusion of provisions in Tier 2 under the BSC
approach, or the STC approach, and SEC-ERBA, SEC-SA
and SEC-FBA

1,357

78

Provisions eligible for inclusion in Tier 2 in respect of exposures
subject to the IRB approach and SEC-IRBA (prior to
application of cap)

7,974

79

Cap for inclusion of provisions in Tier 2 under the IRB approach
and SEC-IRBA

6,493

Capital instruments subject to phase-out arrangements
(only applicable between 1 Jan 2018 and 1 Jan 2022)

80

Current cap on CET1 capital instruments subject to phase-out
arrangements

Not applicable

Not applicable

81

Amount excluded from CET1 due to cap (excess over cap after
redemptions and maturities)

Not applicable

Not applicable

82

Current cap on AT1 capital instruments subject to phase-out
arrangements

83

Amount excluded from AT1 capital due to cap (excess over cap
after redemptions and maturities)

84

Current cap on Tier 2 capital instruments subject to phase-out
arrangements

85

Amount excluded from Tier 2 capital due to cap (excess over
cap after redemptions and maturities)
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2. Composition of regulatory capital (continued)

CC1: Composition of regulatory capital (continued)

Notes to the Template

Row
No. [Description Hong Kong basis Basel lll basis
HK$’'m HK$’'m
9 Other intangible assets (net of associated deferred tax liabilities) 1,789 -
Explanation

/As set out in paragraph 87 of the Basel Il text issued by the Basel Committee (December 2010), mortgage

servicing rights (‘“MSRs”) may be given limited recognition in CET1 capital (and hence be excluded from deduction
from CET1 capital up to the specified threshold). In Hong Kong, an Al is required to follow the accounting treatment
of including MSRs as part of intangible assets reported in the Al’s financial statements and to deduct MSRs in full
from CET1 capital. Therefore, the amount to be deducted as reported in row 9 may be greater than that required
under Basel Ill. The amount reported under the column “Basel |1l basis” in this box represents the amount reported
in row 9 (i.e. the amount reported under the “Hong Kong basis”) adjusted by reducing the amount of MSRs to be
deducted to the extent not in excess of the 10% threshold set for MSRs and the aggregate 15% threshold set for
MSRs, DTAs arising from temporary differences and significant investments in CET1 capital instruments issued
by financial sector entities (excluding those that are loans, facilities or other credit exposures to connected
companies) under Basel lIl.

10

Deferred tax assets (net of associated deferred tax liabilities) | 257 | -

Explanation

/As set out in paragraphs 69 and 87 of the Basel Il text issued by the Basel Committee (December 2010), DTAs
of the bank to be realized are to be deducted, whereas DTAs which relate to temporary differences may be given
limited recognition in CET1 capital (and hence be excluded from deduction from CET1 capital up to the specified
threshold). In Hong Kong, an Al is required to deduct all DTAs in full, irrespective of their origin, from CET1 capital.
ITherefore, the amount to be deducted as reported in row 10 may be greater than that required under Basel IIl.
IThe amount reported under the column “Basel Ill basis” in this box represents the amount reported in row 10 (i.e.
the amount reported under the “Hong Kong basis”) adjusted by reducing the amount of DTAs to be deducted
which relate to temporary differences to the extent not in excess of the 10% threshold set for DTAs arising from
temporary differences and the aggregate 15% threshold set for MSRs, DTAs arising from temporary differences
and significant investments in CET1 capital instruments issued by financial sector entities (excluding those that
are loans, facilities or other credit exposures to connected companies) under Basel llI.

18

Insignificant LAC investments in CET1 capital instruments issued
by financial sector entities that are outside the scope of regulatory
consolidation (amount above 10% threshold) - -

Explanation

For the purpose of determining the total amount of insignificant LAC investments in CET1 capital instruments
issued by financial sector entities, an Al is required to aggregate any amount of loans, facilities or other credit
exposures provided by it to any of its connected companies, where the connected company is a financial sector
entity, as if such loans, facilities or other credit exposures were direct holdings, indirect holdings or synthetic
holdings of the Al in the capital instruments of the financial sector entity, except where the Al demonstrates to the
satisfaction of the MA that any such loan was made, any such facility was granted, or any such other credit
lexposure was incurred, in the ordinary course of the Al's business. Therefore, the amount to be deducted as
reported in row 18 may be greater than that required under Basel Ill. The amount reported under the column
“Basel Il basis” in this box represents the amount reported in row 18 (i.e. the amount reported under the “Hong
Kong basis”) adjusted by excluding the aggregate amount of loans, facilities or other credit exposures to the Al's
connected companies which were subject to deduction under the Hong Kong approach.

19

Significant LAC investments in CET1 capital instruments issued by
financial sector entities that are outside the scope of regulatory
consolidation (amount above 10% threshold) - -

Explanation
For the purpose of determining the total amount of significant LAC investments in CET1 capital instruments issued

by financial sector entities, an Al is required to aggregate any amount of loans, facilities or other credit exposures
provided by it to any of its connected companies, where the connected company is a financial sector entity, as if
such loans, facilities or other credit exposures were direct holdings, indirect holdings or synthetic holdings of the
Al in the capital instruments of the financial sector entity, except where the Al demonstrates to the satisfaction of
the MA that any such loan was made, any such facility was granted, or any such other credit exposure was
incurred, in the ordinary course of the Al’s business. Therefore, the amount to be deducted as reported in row 19
may be greater than that required under Basel Ill. The amount reported under the column “Basel |l basis” in this
box represents the amount reported in row 19 (i.e. the amount reported under the “Hong Kong basis”) adjusted
by excluding the aggregate amount of loans, facilities or other credit exposures to the Al's connected companies
hich were subject to deduction under the Hong Kong approach.
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2. Composition of regulatory capital (continued)

CC1: Composition of regulatory capital (continued)

Row
No. [Description Hong Kong basis Basel lll basis

HK$’m HK$’m

39 [Insignificant LAC investments in AT1 capital instruments issued by
financial sector entities that are outside the scope of regulatory
consolidation (amount above 10% threshold) - -

Explanation
The effect of treating loans, facilities or other credit exposures to connected companies which are financial sector

entities as CET1 capital instruments for the purpose of considering deductions to be made in calculating the
capital base (see note re row 18 to the template above) will mean the headroom within the threshold available for
the exemption from capital deduction of other insignificant LAC investments in AT1 capital instruments may be
smaller. Therefore, the amount to be deducted as reported in row 39 may be greater than that required under
Basel lll. The amount reported under the column “Basel Ill basis” in this box represents the amount reported in
row 39 (i.e. the amount reported under the “Hong Kong basis”) adjusted by excluding the aggregate amount of
loans, facilities or other credit exposures to the Al's connected companies which were subject to deduction under
the Hong Kong approach.

54 (Insignificant LAC investments in Tier 2 capital instruments issued
by, and non-capital LAC liabilities of, financial sector entities that
are outside the scope of regulatory consolidation (amount above
10% threshold and, where applicable, 5% threshold) - -

Explanation
The effect of treating loans, facilities or other credit exposures to connected companies which are financial sector

entities as CET1 capital instruments for the purpose of considering deductions to be made in calculating the
capital base (see note re row 18 to the template above) will mean the headroom within the threshold available for
the exemption from capital deduction of other insignificant LAC investments in Tier 2 capital instruments and non-
capital LAC liabilities may be smaller. Therefore, the amount to be deducted as reported in row 54 may be greater
than that required under Basel Ill. The amount reported under the column “Basel Il basis” in this box represents
the amount reported in row 54 (i.e. the amount reported under the “Hong Kong basis”) adjusted by excluding the
laggregate amount of loans, facilities or other credit exposures to the Al's connected companies which were
subject to deduction under the Hong Kong approach.

Remarks:
[The amount of the 10% threshold and 5% threshold mentioned above is calculated based on the amount of CET1 capital
determined in accordance with the deduction methods set out in BCR Schedule 4F. The 15% threshold is referring to paragraph|
88 of the Basel Il text issued by the Basel Committee (December 2010) and has no effect to the Hong Kong regime.

Abbreviations:

CET1: Common Equity Tier 1
AT1: Additional Tier 1
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BANK OF CHINA (HONG KONG) LIMITED

2,

Composition of regulatory capital (continued)

CC2: Reconciliation of regulatory capital to balance sheet

ASSETS
Cash and balances and placements with banks and other financial
institutions

Financial assets at fair value through profit or loss

Derivative financial instruments
- of which: debit valuation adjustments in respect of derivative
contracts

Hong Kong SAR Government certificates of indebtedness
Advances and other accounts

Investment in securities
- of which: Significant LAC investments in AT1 capital
instruments issued by financial sector entities that
are outside the scope of regulatory consolidation

Interests in subsidiaries
Interests in associates and joint ventures
Investment properties
Properties, plant and equipment
Current tax assets
Deferred tax assets
Other assets
- of which: other intangible assets

Total assets

LIABILITIES

Hong Kong SAR currency notes in circulation

Deposits and balances from banks and other financial institutions
Financial liabilities at fair value through profit or loss

De