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The following disclosures contained all disclosures required by the Banking (Disclosure) Rules and disclosure templates
issued by the Hong Kong Monetary Authority (“HKMA"). Within this document, Mainland China excludes Hong
Kong Special Administrative Region of the People’s Republic of China (“Hong Kong”), Macau Special Administrative
Region of the People’s Republic of China and Taiwan.

Key prudential ratios and overview of risk management and RWA

KM1: Key prudential ratios

31 Dec 2022 30 Sep 2022 30 Jun 2022 31 Mar 2022 31 Dec 2021
HK$'000 HK$'000 HK$’000 HK$'000 HK$'000
Regulatory capital (amount)
1. Common Equity Tier 1 (CET1) 45,191,471 44,307,740 44,686,122 44,865,307 45,706,323
Tier 1 49,062,921 48,179,190 48,557,572 48,736,757 49,577,773
Total capital 60,868,691 59,917,540 60,187,639 60,061,153 61,004,198
RWA (amount)
4. Total RWA | 327,801,830 331,433,583 | 323,435,244 310,208,007 293,766,767
Risk-based regulatory capital ratios (as a percentage of RWA)
CET1 ratio (%) 13.79% 13.37% 13.82% 14.46% 15.56%
Tier 1 ratio (%) 14.97% 14.54% 15.01% 15.71% 16.88%
Total capital ratio (%) 18.57% 18.08% 18.61% 19.36% 20.77%
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 (%) 0.797% 0.775% 0.760% 0.743% 0.752%

10. Higher loss absorbency
requirements (%) (applicable only

to G-SIBs or D-SIBs) 0.000% 0.000% 0.000% 0.000% 0.000%
11. Total Al-specific CET1 buffer
requirements (%) 3.297% 3.275% 3.260% 3.243% 3.252%

12. CET1 available after meeting
the Al's minimum capital
requirements (%) 8.97% 8.54% 9.01% 9.71% 10.88%

Basel Ill leverage ratio

13. Total leverage ratio (LR) exposure
measure 485,175,105 498,684,605 511,957,991 490,261,690 475,334,197
14. LR (%) 10.11% 9.66% 9.48% 9.94% 10.43%

Liquidity Coverage Ratio (LCR) / Liquidity Maintenance Ratio (LMR)
Applicable to category 1 institution only:

15. Total high quality liquid assets
(HQLA) 57,017,989 69,685,104 76,311,932 78,846,061 75,613,050
16. Total net cash outflows 39,477,191 43,090,088 48,767,045 52,908,771 53,874,877
17. LCR (%) 145.06% 164.57% 160.25% 150.46% 140.86%
Applicable to category 2 institution only:
17a. | LMR (%) | N/A | N/A | N/A N/A N/A

Net Stable Funding Ratio (NSFR) / Core Funding Ratio (CFR)
Applicable to category 1 institution only:

18. Total available stable funding 328,640,221 336,304,020 342,431,622 331,367,086 318,104,250

19. Total required stable funding 285,580,903 283,151,325 283,419,665 274,693,741 265,239,051

20. NSFR (%) 115.08% 118.77% 120.82% 120.63% 119.93%
Applicable to category 2A institution only:

20a. | CFR (%) N/A N/A N/A N/A N/A

3 REGULATORY DISCLOSURE STATEMENT



Key prudential ratios and overview of risk management and RWA (Continued)
OVA: Overview of risk management

Overview

Throughout 2022, the Bank has maintained “stable, balanced, compliant and innovative” as the core concept
behind its risk appetite. Through excellent risk management, the Bank is guided onto a sustainable growth
path and strengthened its market leading position.

During this reporting period, the Bank thoroughly implements a sound strategy and establishes a mature
management structure. Under the guidance of the Board of Directors, the Bank pursues balance between
returns and risks, thereby achieving a balanced development in scale, quality and efficiency. We adhere to the
principle of compliance management, comply with all regulatory requirements, strengthen the maintenance
of risk data, increase the technical level of risk measurements, and enhance the overall risk management
capabilities. Through the spirit of risk management, we inherited innovative thinking, grasped development
opportunities, achieved strategic goals and created greater value.

As the Bank'’s main business is still dominated by credit business such as lending, billing and stock financing,
credit risk is one of key risks encountered by the Bank. The Bank also attaches great importance to the
development of treasury business, but market risks such as exchange rate risk, interest rate risk and option
risk arise from such market price fluctuations. Beyond credit and market risks, key risks encountered by the
Bank also include operational, strategy, liquidity, legal and compliance, climate risk.

Risk Governance

The Bank’s risk management governance structure is designed to cover all business processes. It ensures
various risks are properly managed and controlled throughout the course of conducting business. The Bank
has a robust organisational structure for risk management and a comprehensive set of policies and procedures
to identify, measure, monitor and control various risks that may arise. These risk management policies and
procedures are regularly reviewed and updated to reflect changes in markets and business strategies. Various
groups of risk takers assume their respective responsibilities for risk management.

The Board of Directors, with the assistance of its committees, has the primary responsibility for the formulation
of risk management strategies and ensuring that the Bank has an effective risk management system to
implement these strategies. The Risk Management Committee, a standing committee established by the
Board of Directors, is responsible for overseeing the Bank’s various types of risks, approving high level risk
management policies and monitoring their implementation, reviewing significant or high risk exposures or
transactions and exercising its power of veto if it considers that any transaction should not proceed.

The Chief Executive is responsible for managing the Bank's various types of risks, and material risk exposures
or transactions within his authority delegated by the Board of Directors. The Chief Risk Officer assists the
Chief Executive in fulfilling his responsibilities for the day-to-day management of risks. The Chief Risk Officer
is responsible for initiating new risk management strategies, projects and measures in response to regulatory
changes that will enable the Bank to better monitor and manage new risk issues or areas that may arise
from time to time from new businesses, products and changes in the operating environment. The Chief
Risk Officer is also responsible for reviewing material risk exposures or transactions within his delegated
authority. In accordance with the principle of setting the hierarchy of risk management policies approved by
the Board of Directors, Senior Management are also responsible for approving the detailed risk management
policies of their responsible areas.

Various units of the Bank have their respective risk management responsibilities. Business units act as the
first line of defence while risk management units, which are independent from the business units, are
responsible for the day-to-day management of different kinds of risks. Risk management units have the
primary responsibilities for drafting, reviewing and updating various risk management policies and procedures.

BANK OF COMMUNICATIONS (HONG KONG) LIMITED 4



Key prudential ratios and overview of risk management and RWA (Continued)
OVA: Overview of risk management (Continued)

Risk Governance (Continued)

As the main operational function in risk management, the Risk Management Department is tasked with
identifying, understanding, controlling and reporting of all risks. The Risk Management Department should
also provide reliable and comprehensive risk information (such as risk heat map). Other than that, the Risk
Management Department is tasked with performing stress tests and reporting the Bank's risk situation
under stressed scenarios. Finally, when any event that causes major changes to the Bank’s financial and risk
situation arises, the Risk Management Department should draw the Board of Director’s, Risk Management
Committee’s and Chief Executive’s attention to said event.

Risk information is taken from different risk measurement systems of the Risk Management Department.
The information is analysed and presented in management committees. The information is visualized using
different business intelligence tools, targeting to provide management with some easy-to-understand risk
analytics accompanied with suitable narratives. The committees then report to the Board of Directors with
a summary of discussions and recommendations supported by analyses and figures.

Risk Culture

A prudent risk management culture is maintained through making clear risk governance, providing staff
trainings, creating proper incentives and setting up various communication channels. The management
believes that a strong risk culture would be one of the key attributes stakeholders are looking forward,
which will in turn help the Bank sustains in a long run. The promotion of risk culture is aligned with the
management incentives through proper performance evaluations. This ensures both the financial and non-
financial targets would be achieved simultaneously.

Stress Testing

Stress testing is an important risk management tool for estimating risk exposures under stressed conditions
arising from extreme but plausible external factors. The Bank uses a comprehensive bank-wide stress testing
program to support risk management and capital planning. The Bank's stress testing policy is approved by
Risk Management Committee. The stress test results are presented in the same committee. The stress testing
program aims to provide management with the performance and capital strength of the Bank under some
stress scenarios. It enables them to better understand and mitigate risks. The Bank’s resilience to market
shocks is thus enhanced. Stress testing tools include sensitivity analysis, hypothetical and historical stress
scenarios as well as reverse stress test. Under stress tests, the incremental expected and the unexpected
loss would be reflected in a decrease in capital level and an increase in risk weighted assets respectively.

In sensitivity analysis, it is assumed that extreme changes occur to a single risk factor (such as USD exchange
rate decreasing by 10% or yield curve shifting up by 200 bps). These stress test scenarios are used to test the
sensitivity of the Bank’s business to a single factor, thereby evaluating if the Bank’s risk is overly concentrated.

Scenario analysis assumes extreme changes to multiple risk factors at the same time. There are two types
of scenario analysis, namely historical scenario analysis and hypothetical scenario analysis. Historical scenario
analysis assumes historical extreme fluctuations periods (such as the 1997 Asian Financial Crisis) reoccur.
Hypothetical situation analysis uses the discretion and professional judgment of test conductors to design
potential movement in future extreme fluctuation periods.

Reverse stress testing assumes that stress test results are above the threshold, such as low capital adequacy
ratio, low liquidity or losses beyond profit level, identifying risk drivers that can cause such situations and
their respective scenario changes. After that, the probability of such events are identified through quantitative
analysis and then classified as very low, low, medium or high.
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Key prudential ratios and overview of risk management and RWA (Continued)

OV1: Overview of RWA

Minimum capital

RWA requirements
As at 31 Dec 2022 As at 30 Sep 2022 As at 31 Dec 2022
HK$'000 HK$'000 HK$'000
1. Credit risk for non-securitization exposures 295,943,433 296,694,395 23,675,475
2. Of which STC approach 295,943,433 296,694,395 23,675,475
2a. Of which BSC approach - - -
3. Of which foundation IRB approach - - -
4. Of which supervisory slotting criteria approach - - -
5. Of which advanced IRB approach - - -
6. Counterparty default risk and default fund contributions 11,824,321 13,576,025 945,945
7. Of which SA-CCR approach 11,105,705 12,902,142 888,456
7a. Of which CEM - - -
8. Of which IMM(CCR) approach - - -
9. Of which others 718,616 673,883 57,489
10. CVA risk 9,242,700 10,275,875 739,416
1. 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 1,290,038 1,950,838 103,203
21. Of which STM approach 1,290,038 1,950,838 103,203
22. Of which IMM approach - - -
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 -
24. Operational risk 9,501,338 8,936,450 760,107
24a. | Sovereign concentration risk - - -
25. Amounts below the thresholds for deduction (subject to
250% RW) - - -
26. Capital floor adjustment - - -
26a. | Deduction to RWA - - -
26b. Of which portion of regulatory reserve for general banking
risks and collective provisions which is not included in
Tier 2 Capital = - _
26c¢. Of which portion of cumulative fair value gains arising
from the revaluation of land and buildings which is not
included in Tier 2 Capital - - -
27. Total 327,801,830 331,433,583 26,224,146

Point to note: Items marked with an asterisk (*) will be applicable only after their respective policy frameworks take effect. Until then,

“Not applicable” should be reported in the rows.
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Key prudential ratios and overview of risk management and RWA (Continued)

OV1: Overview of RWA (Continued)

During the fourth quarter in 2022, the total RWA decreased by HK$3,632 million. The key contributors were the decrease in counterparty
default risk and default fund contributions and CVA risk RWA.

Linkages between financial statements and regulatory exposures

LI1: Differences between accounting and regulatory scopes of consolidation and mapping of financial statement categories with

regulatory risk categories

Carrying values of items:

Carrying not subject
values as Carrying to capital
reported in | values under subject to requirements
published scope of subject to | counterparty | subject to the subject to | or subject to
financial regulatory credit risk credit risk | securitization market risk deduction
statements | consolidation framework framework framework framework from capital
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Assets
Cash and balances with central bank 2,267,480 2,267,480 2,267,480 - - - -
Due from and placements with banks and other
financial institutions 24,547,060 24,547,060 24,241,768 - - - 305,292
Loans and advances to customers 208,047,769 | 208,047,769 | 208,047,769 = = = =
Financial assets at fair value through profit or loss 13,577,897 13,577,897 443,765 13,133,770 - 1,438,475 128
Financial assets at fair value through other
comprehensive income 161,352,270 | 161,352,270 | 161,350,401 20,523,658 - - 1,869
Financial assets at amortized cost 49,711,258 49,711,258 49,710,953 3,092,209 - - 305
Property and equipment 72,234 72,234 72,234 - - - -
Deferred income tax assets 173,195 173,195 - - - - 173,195
Right-of-use assets 169,447 169,447 169,447 - - - -
Other assets 7,093,151 7,093,151 6,321,259 177,230 - - 771,892
Total assets 467,011,761 | 467,011,761 | 452,625,076 36,926,867 - 1,438,475 1,252,681
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Linkages between financial statements and regulatory exposures (Continued)

LI1: Differences between accounting and regulatory scopes of consolidation and mapping of financial statement categories with

regulatory risk categories (Continued)

Carrying values of items:

Carrying not subject
values as Carrying to capital
reported in | values under subject to requirements
published scope of subject to | counterparty | subject to the subject to | or subject to
financial regulatory credit risk credit risk | securitization market risk deduction
statements | consolidation framework framework framework framework from capital
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Liabilities
Due to banks and other financial institutions 58,293,873 58,293,873 - 21,882,034 - - 36,411,839
Financial liabilities at fair value through profit or loss 1,994,313 1,994,313 - - - 1,560,408 433,905
Due to customers 338,218,450 | 338,218,450 - - - - | 338,218,450
Certificates of deposit issued 1,757,007 1,757,007 - - - - 1,757,007
Current income tax liabilities 55,143 55,143 - - - - 55,143
Debt securities issued 7,797,780 7,797,780 - - - - 7,797,780
Lease liabilities 172,297 172,297 - - - - 172,297
Other liabilities 8,172,978 8,172,978 - 160,101 - - 8,012,877
Total liabilities 416,461,841 | 416,461,841 - 22,042,135 - 1,560,408 | 392,859,298

BANK OF COMMUNICATIONS (HONG KONG) LIMITED
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Linkages between financial statements and regulatory exposures (Continued)

LI2: Main sources of differences between regulatory exposure amounts and carrying values in

financial statements

[tems subject to:

counterparty
credit risk | securitization credit risk market risk
Total framework framework framework framework
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
1. Asset carrying value amount under scope of regulatory consolidation (as

per template LI1) 465,759,080 | 452,625,076 - 36,926,867 1,438,475

2. Liabilities carrying value amount under regulatory scope of consolidation (as
per template LI1) 23,602,543 - - 22,042,135 1,560,408
3. Total net amount under regulatory scope of consolidation 442,156,537 | 452,625,076 - 14,884,732 (121,933)
4. Off-balance sheet amounts 31,673,205 7,317,313 - - -
5. Differences due to consideration of provisions 724,016 724,016 - - -

6. Apply SA-CCR approach for measuring the exposure at default of derivatives
contracts 8,475,887 - - 8,475,887 -
7. Differences due to credit risk mitigation 22,042,135 - - 22,042,135 -
8. Exposure amounts considered for regulatory purposes 505,071,780 | 460,666,405 - 45,402,754 (121,933)

LIA: Explanations of differences between accounting and regulatory exposure amounts

The main differences between accounting values and amounts considered for regulatory purpose are as follow:

(i) Off-balance sheet items under regulatory purpose are converted into credit equivalent amount through the use of credit conversion

factors (CCFs);

(i) Carrying amounts reported in financial statements are net of Stage 1, 2 and 3 provisions, whereas exposure amount under regulatory

purpose are net of Stage 3 provision only;

(iiiy  Apply SA-CCR approach for measuring the exposure at default of derivatives contracts;

(iv)  Regulatory exposure amounts take into account the recognized collateral received under SFTs.

Disclosure for valuation methodologies and independent price verification, please refer to note 3.4 of Fair value of financial assets and liabilities

under Financial Risk Management Section of the 2022 Annual Report.
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Linkages between financial statements and regulatory exposures (Continued)

PV1: Prudent valuation adjustments

Of which: In | Of which: In

Interest the trading | the banking

Equity rates FX Credit [Commaodities Total book book
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

—

Close-out uncertainty, of which:

Mid-market value

Close-out costs

Concentration

Early termination

Model risk

Operational risks

Investing and funding costs

© 69 || = | & ||wn | || ||

Unearned credit spreads

o

Future administrative costs

N
—

Other adjustments

-
=

Total adjustments

Prudent valuation adjustment applies to exotic and / or illiquid financial instruments which require alternative valuation. As the Bank does

not current possess such financial instruments, no prudent valuation adjustment is necessary.

BANK OF COMMUNICATIONS (HONG KONG) LIMITED
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Composition of regulatory capital

CC1: Composition of regulatory capital

Amount

Source based on
reference numbers

/ letters of the
balance sheet under
the regulatory scope

HK$'000 of consolidation
CET1 capital: instruments and reserves
1. Directly issued qualifying CET1 capital instruments plus any related share
premium 37,900,000 17)
2. Retained earnings 8,870,254 (20)
Disclosed reserves (91,784) (18)
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 46,678,470 -
CET1 capital: regulatory deductions
7. Valuation adjustments = -
8. Goodwill (net of associated deferred tax liabilities) - -
9. Other intangible assets (net of associated deferred tax liabilities) 23,094 (13)+(11)
10. Deferred tax assets (net of associated deferred tax liabilities) 177,759 (10)
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 14,834 (4)+(15)
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) 4 (6)
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

11
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Composition of regulatory capital (Continued)

CC1: Composition of regulatory capital (Continued)

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

Amount e regulatory scope
HK$'000 of consolidation
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 1,271,308 -
26a. Cumulative fair value gains arising from the revaluation of land and
buildings (own-use and investment properties) - -
26b. Regulatory reserve for general banking risks 1,271,308 21)
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) - -
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 1,486,999 -
29. CET1 capital 45,191,471 =
AT1 capital: instruments
30. Qualifying AT1 capital instruments plus any related share premium 3,871,450 -
31. of which: classified as equity under applicable accounting standards 3,871,450 (19)
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 3,871,450 -
AT1 capital: regulatory deductions
37. Investments in own AT1 capital instruments = =
38. Reciprocal cross-holdings in AT1 capital instruments - -

BANK OF COMMUNICATIONS (HONG KONG) LIMITED
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Composition of regulatory capital (Continued)

CC1: Composition of regulatory capital (Continued)

Amount

Source based on
reference numbers

/ letters of the
balance sheet under
the regulatory scope

HK$'000 of consolidation
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 - -
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 - -
44. AT1 capital 3,871,450 =
45. Tier 1 capital (T1 = CET1 + AT1) 49,062,921 -
Tier 2 capital: instruments and provisions
46. Qualifying Tier 2 capital instruments plus any related share premium 9,797,780 (14)
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 (16)+(21)-(1)-(2)-(3)
eligible for inclusion in Tier 2 capital 2,010,288 -(8)-(12)
51. Tier 2 capital before regulatory deductions 11,808,068 -
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 - _
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) 2,298 (5)+(7)+(9)
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) - -

13
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Composition of regulatory capital (Continued)

CC1: Composition of regulatory capital (Continued)

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

Amount |;o regulatory scope
HK$'000 of consolidation

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 - -
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 - -
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 2,298 -
58. Tier 2 capital (T2) 11,805,770 -
59. Total regulatory capital (TC = T1 + T2) 60,868,691 -
60. Total RWA 327,801,830 =

Capital ratios (as a percentage of RWA)

61. CET1 capital ratio 13.79% -
62. Tier 1 capital ratio 14.97% -
63. Total capital ratio 18.57% -
64. Institution-specific buffer requirement (capital conservation buffer

plus countercyclical capital buffer plus higher loss absorbency

requirements) 3.297% -
65. of which: capital conservation buffer requirement 2.500% -
66. of which: bank specific countercyclical capital buffer requirement 0.797% -
67. of which: higher loss absorbency requirement 0.000% -
68. CET1 (as a percentage of RWA) available after meeting minimum capital

requirements 8.97% -

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

BANK OF COMMUNICATIONS (HONG KONG) LIMITED
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Composition of regulatory capital (Continued)

CC1: Composition of regulatory capital (Continued)

Amount

Source based on
reference numbers

/ letters of the
balance sheet under
the regulatory scope

HK$'000 of consolidation
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 4,519,148 -
73. Significant LAC investments in CET1 capital instruments issued by financial
sector entities that are outside the scope of regulatory consolidation - -
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
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) 2,010,288 -
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 3,846,724 -
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) - -
79. Cap for inclusion of provisions in Tier 2 under the IRB approach and SEC-
IRBA - -
Capital instruments subject to phase-out arrangements (only applicable between 1 Jan 2018 and 1 Jan 2022)
80. Current cap on CETT 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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Composition of regulatory capital (Continued)

CC1: Composition of regulatory capital (Continued)

Notes to the Template

Description

Hong Kong
basis

Basel Il
basis

HK$'000

HK$°000

Other intangible assets (net of associated deferred tax liabilities) 23,094 -

Explanation
As set out in paragraph 87 of the Basel Ill 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 lll. The
amount reported under the column “Basel Ill 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 Il

Deferred tax assets (net of associated deferred tax liabilities) 177,759 -

Explanation
As set out in paragraphs 69 and 87 of the Basel lll 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. Therefore, the
amount to be deducted as reported in row 10 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 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 IIl.

Insignificant LAC investments in CET1 capital instruments issued
by financial sector entities that are outside the scope of regulatory
consolidation (amount above 10% threshold) 4 -

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 exposure 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 lll. 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.
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Composition of regulatory capital (Continued)

CC1: Composition of regulatory capital (Continued)

Notes to the Template (Continued)

Hong Kong Basel IlI

Description basis basis

HK$°000 HK$'000

Significant LAC investments in CET1 capital instruments issued by
financial sector entiti