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LIQA: Liquidity risk management
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This document is prepared in accordance with Banking (Disclosure) Rules section 16FJ and 103(4A),
and based on the templates provided by HKMA. It is to enable Pillar 3 data users to make an informed
judgment about the soundness of Mega International Commercial Bank Co., Ltd. Hong Kong Branch’s

(the “Branch”) liquidity risk management framework and liquidity position.
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The framework and quantitative figures of liquidity risk management are demonstrated as below:
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(a) mEHEREEEE Governance of liquidity risk management, including

(i) B MA%AES Risk tolerance
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The Branch’s liquidity risk tolerance is set following HKMA's regulations on liquidity management
and Head Office of Mega International Commercial Bank Co., Ltd. (the “Head Office” or the “Bank”)
requirement, ensuring liquidity risk is managed within acceptable levels to support business
continuity. The Risk Management Division of the Branch has established the liquidity risk tolerance
and its reporting metrics in its risk management policies and procedures, including “Risk Appetite
Framework (RAF) and Risk Appetite Statement (RAS)”, “Liquidity Management Policy”, and
“Intraday and Daily Liquidity Management and Stress Testing Procedures”, in order to properly
control the liquidity risk in a timely manner. In the event of the liquidity crisis, the Branch will

activate “Contingency Funding Plan” and “Recovery Plan” where necessary. The Branch’s Risk
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Management Committee shall review its risk appetite and risk tolerance annually, and then submit
to the Head Office for approval. Particularly, in the event of unexpected market shocks, the Branch
would perform an ad hoc review on the risk tolerance to decide whether further adjustment is needed

in order to comply with the Branch’s strategy, business types and regulatory requirements.

MR EEEHARBE Structure and responsibilities for liquidity risk management
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The Branch has established “Liquidity Management Policy” as the liquidity risk management

framework to prudently manage and monitor the liquidity risk and ensure sufficient liquidity was

maintained to meet the regulatory requirements. Roles and responsibilities of each responsible
parties are stated as follows:

1. The Head Office’s Board of Directors (the “BoD”): The governance body who bears the ultimate
responsibility for reviewing and approving the Bank’s overall liquidity risk strategy and tolerance
level. '

2. The Head Office Overseas Business Management Department (the “OBMD”): The main contact
point between the Branch and relevant departments of the Head Office.

The Head Office’s Risk Management Department: In charge of supervising the overall risk
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tolerances of the Bank, reviewing the liquidity management policies/procedures and its
effectiveness of implementations.

4. The Branch’s Risk Management Committee (“RMC”): In charge of supervising the approved
risk tolerances of the Branch, and reviewing/approving the liquidity management policies/

procedures and its effectiveness of implementations.
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5. The Branch’s Asset and Liability Committee (“ALCO”): Responsible for overseeing the funding
strategy and liquidity management.

6. The Branch’s Risk Management Division: To monitor the overall liquidity metrics and perform
liquidity stress testing, to ensure the appropriateness of the liquidity risk management, and to
raise liquidity risk issues to the quarterly Risk Management Committee meeting for discussion.

7. The Branch’s Treasury Division: Coordinate with other business divisions in identifying and
managing the Branch’s positions in order to align the business strategies while maintain an

adequate level of liquidity within applicable control limits.

(iii) M EL A B E R Internal liquidity reporting
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The Branch reports liquidity indicator monitoring results to management on a regular basis or

immediately when early warning indicator or limit is triggered.
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Communication of liquidity risk strategy, policies and practices across business lines and with the
Head Office.
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The Branch has developed liquidity risk strategies and communication plan in order to deliver clear
and consistent messages to internal and external parties and stakeholders on a timely basis. The plan
ensures a consistent understanding towards liquidity risk of the Branch, and build the trust and
confidence among the public. Material changes to critical liquidity subjects, such as the Recovery

Plan, should be approved by the BoD. During the liquidity stress, the Crisis Management Team shall
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propose contingency measures to ALCO meeting. The communication plan should be reviewed and

approved by ALCO.

The communication plan should be used as a tool to manage external parties and avoid further
deterioration of liquidity position. Press conferences or public announcements should be organized
by spokesperson designated by the Head Office (i.e. Senior Executive Vice President). The
designated spokesperson will serve as the reliable source of information to the public and the media.
In addition, the Branch would designate and authorize a member from the senior management (e.g.
the CE/ ACE/ Heads of Risk Management Division / Compliance Division) as the main contact

person for stakeholders, regulators, major clients and counterparties.

% 4 %% Funding strategy
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The Branch’s funding strategy is maintaining a diversified funding sources and allocations to
mitigate concentration risk and holding high quality liquefiable assets to cope with market change.
The Branch manages the funding allocation across different tenors/counterparties and has put in

place limits on single/group depositor and top-ranking depositors.

In addition, the Branch develops its own funding strategy based on current liquidity position and
expected cash flows without over reliance on the Head Office. The use of funds and the funding

strategy shall be reviewed and discussed in the Branch’s ALCO meeting periodically.

BRARF &M R B e 5 Liquidity risk mitigation measures
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In order to identify the potential liquidity risk timely and provide a set of contingency funding
measures, the Branch has established the “Contingency Funding Plan”. In the event that the early

warning indicators are triggered, activation of the plan and the implementation of remedial actions
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will be assessed to retain the normal operation of the Branch. Where the liquidity risk impact has
exceeded the appetite, the Branch should consider to activate the “Recovery Plan” to resume the

normal operation.

B J A1 e #f7 Implementation of stress testing
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The liquidity stress testings are performed by the Risk Management Division of the Branch in order
to identify the potential vulnerabilities under liquidity stress. The testing generally includes: intraday
liquidity needs, monthly cash flows projection and LMR level. The Risk Management Division
regularly reviews the applicable liquidity stress testing scenarios, assumptions and parameters, and
reports the results to Risk Management Committee on a monthly basis and the Risk Management

Department of Head Office on a quarterly basis.

The stress testing results should be used to confirm the Branch has maintained sufficient liquidity
cushion under the stress identify the source of liquidity stress, as well as any feasible mitigation

measures.

J& 5% 43 £ % Summary of contingency funding plan
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The Branch’s “Contingency Funding Plan” contains liquidity risk early warning indicators, relevant
tolerance limits, and allocated responsibility. In the case of severe liquidity shortfall, the plan could
provide senior management clear and prompt strategies, process and remedial actions towards
liquidity risk sources identified in the reliable liquidity information. In addition, the Branch conducts

regular drill test of the plan to ensure the feasibility of mitigation measures remain current.
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The Branch adopts the cash flows projection to estimate the liquidity positions taking into account
the on- and off-balance sheet items in different time buckets. The table below shows the estimations

as of 31 Dec 2024:

(HK$000')
31 Dec. 2024 Day 1 Day 2-7 Day 8-15 Day 16-23 Day 24-30
Liabilities
1. Customer Deposits 34.766.358 200,308 5,056,878 2,381.046 2210406 1.094.978
2. Interbank Deposits 2,389,845 14+ 843 685,000 §60.000 - 190.000
3. Repo Repayment - - - -
4. Overdraft (OD to Peer Banks) . - - - - -
5. Accounts Payable 370,087 84 209,968 29112 13,907 6,485
Cash Outflow 345,737 5,951,846 3.270,157 2224313 1291462
Assets
6. Interbank Placements 15,162.728 745.011 2290233 1.451.383 1.230262 543,445
7. Securities 12,561,764 - - 256,185 193.631 -
8. Loans to customer 9.891.866 - 2,182 48456 191929 311,890
9. Repo . = = - i
10. Cash on Hand - - - - - -
11. Accounts Receivable 448,824 5 210,946 36248 32,443 15.460
Cash Inflow 745,016 2,503,361 1,792,271 1,648,265 870,795
Off-balance Sheet 1566.975 I ) | | i
(Loan Commitment) T

Daily Net Cash Balance 399279 | (3.448,485) (1.477,886) (576,049) (420,668)/
Mitigate - 2,849,000 1,478,000 576.000 421,000
Accumulated Nef Cash Balance i 602 716 667 299

(g) HIFHRELRREE P EMRE Concentration limits on collaterals and sources of funding
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The Branch holds the assets in debt securities limited to the ones with high global rating (BBB/ Baa2
or above), also, the Branch is required to hold certain amount of eligible debt securities as collaterals
for HKMA Intraday Repo Facilities. As the major funding sources for the Branch is from depositors,
the Branch has put in place concentration limits focusing on single/group depositor and the top-

ranking depositors. The composition of the major funding sources as of 31 Dec 2024 are listed below:

(HK 5 000)
| As®of | Breakdown of total amount by remaming term to maturity |
| Significant funding mstruments Total amount total I Up to 1 month exceed 1 month, | exceed 3 months, | exceed 6 months_ | exceed 12 |
| | habiliies upto 3 months | upto 6 months | up to 12 months months

1. Deposits from retail customers I___Ql[)] 198 23.81% 3933367 3.203.078 1,077.154 £89.999
IZ Deposits from other non-bank customers | 25834294 67.54% 16181543 7499372 1088241 763,138
b Fundngrased frombanks | 3099654 | 104l 308879 o061
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Liquidity Maintenance Ratio (“LMR™) as the regulatory indicator for the liquidity exposure applies

to the Branch. The Branch’s LMR is computed by liquefiable assets held and qualifying liabilities.

The information on LMR as of 31 Dec 2023 and 2024 is illustrated as below:

Information on Liquidity Maintenance Ratio (Hong Kong Office)

(HK$'000)

31 Dec. 2023 31 Dec. 2024
Weighted amount | Weighted amount
Liquefiable assets 12,738,714 15,213,676
Qualifying liabilities (after deductions) 19,708,767 21.403,721
Liquidy Maintenance Ratio (month-end) (%) 64.63% 71.08%

2024 £ 12 A3l Bz AN R ENEEE

The on- and off-balance sheet items as of 31 Dec 2024 for the Branch by maturity buckets are listed

FEF BRI BREES 4T

as below:
(HES'000)
Contractual maturity of cash flows and securities flows arising from the relevant items
Total amoumt Upto | month {Exceed Imonth, | Exceed 3 months, | Exceed 6 momths, | o0 oo
up to 3 months up to 6 months up to 12 months

On-balance sheet Liabilities

L. Deposits from non-bank customers 34,938.092 20415111 10,702.450 2.165,395 1.655.136

2. Amount payable arismeg from derivative contracts 300 1,315,890 110,000 -

3. Due to banks 2,684.932 1,884,071 800.861 - -

4, Other Liabilities 254,038 90,350 3,138 116,747 43,803
5. Capital and reserves 537.135 537,135 . - - |
16. Total 38,414,697 24.242.557 11613311 2,168,533 1.771.883 43,803 ',
Off-balance sheet 2

7. Irrevocable loan ¢ i or facilines granted 1,596.975 - . [ 326,984 636,147 633,844
8. Others 6422 5681 L : . .

9. Total 1,603,397 5.681 741 | 326,984 636,147 633 84
Oun-balance sheet assets

10. Amount receivable arsing from derivative conracts 509 1315518 110,024

11, Due from MA for a’c of exchange fund 48.112 48,112 - . - -

12, Due from banks 13,081,159 62324352 6,324.383 1,196,558 1.466,325 2.841.441
13. Debt securities, prescribed mstruments and

structured fmancial mstruments held (net of short 12,561,764 12,561,764

positions)

14. Loans and advances to non-bank customers 7.070.112 599.055 268463 893,694 885,832 4421,068
15_ Other assets 231868 83246 - - 127,100 21,522
16. Total 37,993,524 20,860,147 6.702.870 | 2092252 2479257 7284031
Off-balance sheet claims

[Contract claims | 6,133 | 5,392 | 741 | I )
[Contractual Maturity Mismatch (3.382,699)| (49104413 (403.265) 71277 | 6625035 |
|Cumulative Contractual Maturit Mismatch (3.038.603)| (8293.140)] (3.696.405)] (3.625.178)] (15280,679)]
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It is declared by the Chief Executive of Mega International Commercial Bank Co., Ltd. Hong Kong
Branch that the information disclosed above complies, in all material respects, with “Banking (Disclosure)
Rules” and CA-D-1 “Guideline on the application of the Banking (Disclosure) Rules” of the Supervisory
Policy Manual.
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To the best of my knowledge and belief, the financial information disclosures are not false and misleading.

Cé@/—%@/ Lot B
##&£] CHIEN, Chien C[llluang

47 ¥ 48 8 Chief Executive
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