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Introduction 

 

Purpose 

 

The information contained in this document is for KEB Hana Global Finance Limited (The “Company”).  

It should be read in conjunction with the Company’s 2020 Report of the Directors and Audited Financial 

Statements.  The Company’s Report of the Directors and Audited Financial Statements and the Banking 

Disclosure Statement, taken together, comply with the Banking (Disclosure) Rules (“BDR”) made under 

section 60A of the Banking Ordinance. 

 

These banking disclosures are governed by the Company’s disclosure policy, which has been approved 

by the Board.  The disclosure policy sets out the governance, control and assurance requirements for 

publication of the document.  While the Banking Disclosure Statement is not required to be externally 

audited, the document has been subject to independent review in accordance with the Company’s 

policies on disclosure. 

 

Corporate Information 

 

KEB Hana Global Finance Limited is a limited liability company incorporated in Hong Kong. The 

Company's immediate holding company is KEB Hana Bank (the "Parent Bank"), a limited company 

incorporated in the Republic of Korea, and the ultimate holding company is Hana Financial Group Inc. 

The registered office and principal place of business of the Company is Unit 6203A, Level 62, 

International Commerce Centre, 1 Austin Road West, Kowloon, Hong Kong. 

 

The Company is a deposit-taking company registered under the Banking Ordinance in Hong Kong and 

a registered institution under the Securities and Futures Ordinance.  It engages in the business of 

lending, deposit-taking, dealing in securities and brokerage business.  There were no significant 

changes in the nature of the Company’s principal activities during the period. 

 

Basis of preparation 

 

The Banking Disclosure Statement has been prepared in accordance with and fully comply with the 

requirements set out in the Banking (Disclosure) Rules issued by the Hong Kong Monetary Authority 

(“HKMA”). 

 

The approaches used in calculating the company’s regulatory capital or capital charge are in 

accordance with the Banking (Capital) Rules (the “Capital Rules”). In accordance with the Capital Rules, 

the Company has adopted the “Basic Approach” for the calculation of risk-weighted assets for credit 

risk, and the “Basic Indicator Approach” for the calculation of operational risk.  The Company has been 

exempted under section 22(1) of the Banking (Capital) Rules from the calculation of market risk under 

section 17. 

 

Disclosure requirements covered in the Company’s Report of the Directors and Audited Financial 
Statements: 
 
- Section 35 – Annual financial disclosures on pages 6 to 9 
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Corporate Governance 
 
The Company is committed to maintaining and upholding high standards of corporate governance.  The 
Company is in compliance with the guideline in the Supervisory Policy Manual module CG-1 on 
“Corporate Governance of Locally Incorporate Authorised Institutions” issued by the HKMA. 
 
Risk Management 
 
The Company is fully aware of the importance of being proactive and systematic in the management of 
risks we face in daily operation.  Accordingly, we are focused on maximizing our risk management 
capacity to effectively cope with a crisis of any magnitude and manage diverse risks inherent in our 
business activities.  Risks associated with credit, market, liquidity and operations are managed through 
detection, measurement, monitoring, control and reporting in accordance with guidelines. 
 
The Board has ultimate responsibility for approving the Company’s risk management strategies and the 
effective management of risk.  The Executive Committee review and recommend for the Board’s 
approval of the Company’s risk management strategies, key risk policies and risk appetite, at least 
annually.   
 
Board of Directors 
 
As at 23 April 2021, the Board comprised one Executive Director, four Non-executive Directors and one 
Independent Non-executive Director.  Independent Non-executive Director has been introduced to the 
Board to ensure the Board’s abilities to keep management in check, as well as to pursue independence 
and transparency.  The directors are appointed by taking into account their balance of skills, knowledge 
and experience on the Board.  In accordance with the requirement under the Banking Ordinance, 
approval from HKMA will also be obtained for appointment of new Directors. 
 
The Board’s principal roles include approving and monitoring the Company’s strategies, business plan 
and budget, monitoring compliance with the statutory limits and guidelines.  Board meetings shall be 
held no less than once every quarter. 
 
Delegation by the Board 
 
The Board has set up seven Committees, namely, Executive Committee, Nomination & Remuneration 
Committee, Audit Committee, Credit Committee, Risk Management Committee, Administration 
Committee and Assets and Liabilities Committee. 
 
Executive Committee 
 
The Independent Non-Executive Director or Non-Executive Director should be the chairman, the 
secretary should be the head of Risk Management & Support team, the other committee members 
should be the directors of the Board and appointed by the Board.  Executive Committee is the main 
forum for the discussion of management, risk, governance and operating issues relating to or affecting 
the Company’s businesses and operations. The Committee is responsible for reviewing and 
recommending for the Board’s approval of the Company’s risk management strategies, key risk policies 
and risk appetite. The Committee meeting shall be held no less than once every quarter. 
 
Nomination & Remuneration Committee 
 
The Independent Non-Executive Director or Non-Executive Director should be the chairman and the 
other committee members should be the directors of the Board and appointed by the Board.  The 
Committee is responsible for examining the remuneration system and approving the remuneration 
packages of the senior management and key personnel; recommending the Board on the election and 
re-appointment of directors and senior management positions; undertaking board performance 
evaluation and determining the criteria for evaluation of Independent Directors.  The Committee meeting 
shall be held no less than once every quarter. 
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Corporate Governance (continued) 
 
Audit Committee 
 
The Independent Non-Executive Director or Non-Executive Director should be the chairman and the 
other committee members should be the directors of the Board and appointed by the Board. The 
Committee is responsible for establishing, executing and evaluating the result of the internal audit plan; 
evaluating the Company’s overall internal control system and risk management system; confirming of 
the action taken to correct discrepancies noted during the audits. The Committee meeting shall be held 
no less than once every quarter. 
 
Credit Committee 
 
The Credit Committee shall be composed of Chief Executive Officer, Managing Director, Head of 
relevant business teams, Head of Risk Management and Support Team, and any relevant personnel 
designated by the Chief Executive Officer.  The Committee is responsible for establishing and reviewing 
the loan policy, establishing guidelines for credit rating, credit evaluation and total exposure limit; 
establishing exposure limit by borrower, industry and country, reviewing and approve loans and credit 
facilities. The Committee meeting shall be held no less than once every quarter. 
 
Risk Management Committee 
 
The Risk Management Committee shall be composed of Chief Executive Officer, Managing Director, 
Head of relevant business teams, Head of Risk Management and Support team, Accounting Officer 
and any relevant personnel designated by the Chief Executive Officer.  The Committee should base on 
the strategic objectives as laid out by senior management, recognize the risks facing the Company and 
take necessary steps to identify, measure, monitor and control these risks through best practice risk 
management and control methods.  The Committee is responsible for reviewing all risks assumed in 
the course of business including the market, liquidity, credit and operational risks and reviewing the 
risks outstanding and control over new products proposed.  The Committee meeting shall be held no 
less than once every quarter. 
 
Administration Committee 
 
The Administration Committee shall be composed of Chief Executive Officer, Managing Director, Head 
of relevant business teams, Head of Risk Management and Support team, HR manager of General 
Affairs function and any relevant personnel designated by the Chief Executive Officer.  The Committee 
is responsible for managing human resources issues and other administration matters.  The Committee 
meeting shall be held no less than once every quarter. 
 
Asset and Liability Committee 
 
The Asset and Liability Committee shall be composed of Chief Executive Officer, Managing Director, 
Head of relevant business teams, Head of Risk Management and Support team, Accounting Officer 
and any relevant personnel designated by the Chief Executive Officer.  The Committee is responsible 
for developing, implementing, reviewing and modifying the ALM strategy, policies and practices; 
reviewing the cash flow, liquidity position and capital adequacy of the Company. The Committee 
meeting shall be held no less than once every quarter. 
 
 
Related party transactions 
 
The Company’s related party transactions are set out in Note 20 to the 2020 Report of the Directors 
and Audited Financial Statements.  These transactions include those that the Company has entered 
into with its parent company in the ordinary course of its interbank activities, including the provision of 
financial services, placement and taking of interbank deposits. 
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Corporate Governance (continued) 
 
Directors’ Profile 
 
Mr. HAN Donghyun, Independent Non-executive Director 
 
Mr. Han joined the Board since June 2018.  He serves as a Chairman of Nomination & Remuneration 
Committee.  He is also the Independent Non-executive Director of Solid Co., Ltd, Managing Director of 
Current ST Invictus Partners, Representative/Partner of BRV Korea Advisors, Senior Vice President of 
Strategic Investment, KT Co., Ltd. He was the Independent Non-executive Director of Daum 
Communications from March 2012 to March 2013.  He holds a MBA degree with Recognition of Global 
Management Program from Standford Graduate School of Business Standford, CA and Bachelor of 
Arts degree in Business Administration from Seoul National University Seoul, Korea.   
 
Mr. KIM Jae Ho, Non-executive Director 
 
Mr. Kim joined the Board on 21 May 2019.  He serves as a Chairman of Executive Committee. He is 
currently the Head of Global Investment Banking Section of KEB Hana Bank.  He holds a Master of 
Business Administration from George Washington University, U.S.A. and has over 24 years of 
experience in banking and finance. 
 
Mr. KWEON Sun Chul, Executive Director 
 
Mr. Kweon joined the Board since February 2018.  He is currently the Chief Executive Officer of KEB 
Hana Global Finance Limited.  He serves as a Chairman of Credit Committee, Risk Management 
Committee, Administration Committee, Assets and Liabilities Committee. He was the General Manager 
of KEB Hana Bank Hong Kong Branch from July 2017 to February 2021.  He holds a Master of Business 
Administration from Yonsei University and has over 25 years of experience in banking and finance. 
 
Mr. LEE Il Ro, Non-executive Director 
 
Mr. Lee joined the Board since March 2021.  He is currently the Head of Global Credit Approval Section 
of KEB Hana Bank.  He holds a KAIST Techno MBA from Korea Advanced Institute of Science and 
Technology and has over 28 years of experience in banking and finance. 
 
Mr. SEO Joong Gun, Non-executive Director 
 
Mr. Seo joined the Board since March 2021.  He serves as a Chairman of Audit Committee.  He is 
currently the General Manager of KEB Hana Bank Hong Kong Branch.  He serves as a Chairman of 
Audit Committee.  He holds a Bachelor Degree in Economics from Chung-Ang University and has over 
26 years of experience in banking and finance. 
 
Mr. WOO Kyeong Ho, Non-executive Director 
 
Mr. Woo joined the Board since May 2015.  He serves as the Chairman of the Board. He is currently 
the Head of IB Business Group of KEB Hana Bank.  He holds a Bachelor of Business Administration 
from Yonsei University and has over 29 years of experience in banking and finance. 
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Remuneration 
 
REMA: Remuneration policy  
 
The aim of the remuneration system is to enable the Company to maintain a fair, equitable and market-
competitive remuneration structure for its employees based on the Company's performance and 
industry practice, and is designed to encourage employee behaviour that supports the institution's risk 
tolerance, risk management, business strategies and long-term financial soundness of the Company. 
 
Nomination & Remuneration Committee 
 
In the process of remuneration decision making, financial and non-financial performance criteria are 
considered.  The level of fees paid to non-executive director is determined by reference to factors 
including directors’ responsibilities and commitment, and fees paid by comparable companies. In 
determining the remuneration packages of all directors and senior management and key personnel, it 
is recommended by our Parent Bank's HR Section and approved in Nomination & Remuneration 
Committee, which is by reference to corporate goals and objectives as determined by the Board from 
time to time.  Factors such as business performance of the Company and emoluments paid by 
comparable authorized institutions will be considered.  No director will be involved in deciding his own 
remuneration. 
 
The remuneration package is comprised of both fixed and variable incentive-based elements in line 
with the seniority, role, responsibilities and activities of an employee within the Group.  Fixed 
remuneration refers to an employee's annual salary (including guaranteed bonus, allowances and 
pension contributions), while variable remuneration (including non-guaranteed bonus) is awarded 
based on the employee's grading and performance which aims to advocate the pay-for-performance 
philosophy and internal equity to encourage the achievements and desirable activities that align with 
the Company's risk management framework, long term goals and strategies.  Variable remuneration is 
partially related to performance, and poor performance (including both financial and non-financial 
factors) will result in a reduction or elimination of variable remuneration. 
 
Senior management and key personnel 
 
Senior management and key personnel are those persons having authority and responsibility for 
planning, directing and controlling the activities of the Company.  It includes members of the Board of 
Directors.   
 
The aggregate amount of remuneration of the senior management and key personnel during the year, 
split into fixed and variable remuneration, is set out below: 
 31 December 2020 

Table REM1: Remuneration awarded during financial year (a) (b) 

Remuneration amount and quantitative information 

Senior 
management 

(US$) 
Key personnel 

(US$) 

1 

Fixed 
remuneration 

Number of employees 2  -    

2 Total fixed remuneration 319,067  -    

3  Of which: cash-based 319,067  -    

4  Of which: deferred  -     -    

5 

Variable 
remuneration 

Number of employees  -     -    

6 Total variable remuneration  -     -    

7  Of which: cash-based  -     -    

8  Of which: deferred  -     -    

9 Total remuneration 319,067 -  
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Remuneration (continued) 

 
Table REM2: Special payments 31 December 2020 

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

 
Special payments 

Guaranteed bonuses Sign-on awards Severance payments 

Number of 
employees 

Total 
amount 
(US$) 

Number of 
employees 

Total 
amount 
(US$) 

Number of 
employees 

Total 
amount 
(US$) 

1 
Senior 

management 
 1  45,268   -     -     -     -    

2 Key personnel  -     -     -     -     -     -    

 
 
Table REM3: Deferred remuneration 31 December 2020 

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

Deferred and retained 
remuneration 

Total amount of 
outstanding 

deferred 
remuneration 

(US$) 

Of which: Total 
amount of 

outstanding 
deferred and 

retained 
remuneration 

exposed to ex 
post explicit 

and/or implicit 
adjustment 

(US$) 

Total amount of 
amendment 

during the year 
due to ex post 

explicit 
adjustments 

(US$) 

Total amount of 
amendment 

during the year 
due to ex post 

implicit 
adjustments 

(US$) 

Total amount of 
deferred 

remuneration 
paid out in the 
financial year 

(US$) 

1 
Senior 
management 

 -     -     -     -    -  

2 Cash  -     -     -     -     -  

3 Shares  -     -     -     -     -    

4 
Cash-linked 

instruments 
 -     -     -     -     -    

5 Other  -     -     -     -     -    

6 Key personnel  -     -     -     -     -    

7 Cash  -     -     -     -     -    

8 Shares  -     -     -     -     -    

9 
Cash-linked 

instruments 
 -     -     -     -     -    

10 Other  -     -     -     -     -    

11 Total  -     -     -     -     -  

 
Fixed remuneration is non-performance related compensation, which includes employee's annual 
salary, guaranteed bonus, allowance and pension contributions. 
 
Variable remuneration is performance related compensation, which is comprised of cash non-
guaranteed bonus payment 
 
Deferred remuneration comprised retirement allowance depend on pre-defined vesting, service and/or 
performance conditions.  If certain conditions are not fulfilled during the vesting period, all or part of the 
unvested portion of the deferred remuneration should be foregone. 
 
No sign-on and severance payments were awarded or made to the Chief Executive, senior 
management and key personnel in 2020. 
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Key prudential ratios and overview of risk management and risk-weighted amount 
 
Key prudential ratios 
 
The following table sets out the key prudential ratios that it is required to calculate for the purpose of 
the Banking (Capital) Rules (“BCR”) or the Banking (Liquidity) Rules (“BLR”). 
 

 Table KM1: Key prudential 
ratios 

31 Dec 

2020 

30 Sep 

2020 

30 Jun 

2020 

31 Mar 

2020 

31 Dec 

2019 

 Regulatory capital (US$) (i) 

1 Common Equity Tier 1 (CET1)  67,134,058   67,375,363   66,328,348   65,086,640   64,638,027  

2 Tier 1  67,134,058   67,375,363   66,328,348   65,086,640   64,638,027  

3 Total capital  67,966,117   68,179,403   67,154,343   65,990,690   65,653,576  

 RWA (US$) (i) 

4 Total RWA  81,484,372   81,496,721   82,213,593   85,645,470   94,391,072  

 Risk-based regulatory capital ratios (as a percentage of RWA) (i) 

5 CET1 ratio (%)  82.39   82.67   80.68   76.00   68.48  

6 Tier 1 ratio (%)  82.39   82.67   80.68   76.00   68.48  

7 Total capital ratio (%)  83.41   83.66   81.68   77.05   69.55  

 Additional CET1 buffer requirements (as a percentage of RWA) (i) 

8 
Capital conservation buffer 
requirement (%) 

 2.500   2.500   2.500   2.500   2.500  

9 
Countercyclical capital buffer 
requirement (%) 

 0.047   0.045   0.060   0.056   0.121  

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

 -     -     -     -     -    

11 
Total AI-specific CET1 buffer 
requirements (%) 

 2.547   2.545   2.560   2.556   2.621  

12 
CET1 available after meeting 
the AI’s minimum capital 
requirements (%) 

 75.41   75.66   73.68   69.05   61.55  

 Basel III leverage ratio (ii) 

13 
Total leverage ratio (LR) 
exposure measure (US$) 

 161,060,957   156,346,045   150,824,672   149,861,644   173,958,608  

14 LR (%)  41.68   43.09   43.98   43.43   37.16  

 Liquidity Maintenance Ratio (LMR) (iii) 

15 LMR (%)  41,341.41   62,271.41   47,856.06   456.11   5,379.90  

 
(i) The regulatory capital, RWAs, risk-based regulatory capital ratios and additional CET1 buffer requirements are 

disclosed in accordance with the information contained in the Capital Adequacy Ratio Return submitted to the 
HKMA on a solo basis under BCR. 

(ii) The Basel III leverage ratio disclosures are made in accordance with the information contained in the Leverage 
Ratio Return submitted to HKMA under BCR. 

(iii) The Liquidity maintenance ratios shown are the arithmetic mean of the average LMRs of the 3 calendar months 
within the quarter.  The average LMR of each calendar month is the arithmetic mean of each calendar month’s 
average liquidity maintenance ratio as reported in the Return of Liquidity Position submitted to HKMA.  The 
Company calculates the average liquidity maintenance ratio of each calendar month by reference to positions of 
specified days approved by the HKMA pursuant to Rule 48(2) of the Banking (Liquidity) Rules. 

(iv) The Company is not designated as category 1 institution, Net Stable Funding Ratio (“NSFR”) is not applicable to 
the Company. 

(v) The Company is not designated as category 2A institution, Core Funding Ratio (“CFR”) is not applicable to the 
Company. 
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Key prudential ratios and overview of risk management and risk-weighted amount 
(continued) 
 
OVA: Overview of risk management 
 
Fundamental to our business is the prudent taking of risk in line with our strategic priorities.  The 
primary objectives of risk management are to protect our financial strength and reputation, while 
ensuring that capital is well deployed to support business activities.  Our risk management 
framework is based on transparency, management accountability and independent oversight.  
Risk management is an integral part of our business planning process with strong involvement of 
senior management and the Board of Directors. 
 
Risk management function is responsible for risk identifications, assessment, monitoring and 
measurement.   The consolidated risk limits of different business units should be set up and 
submitted to the Board of Directors at least once a year for approval.  Risk management function 
should manage the consolidated risk limits of different business units and report key findings to 
the senior management and the Board of Directors. 
 
The Company’s senior management instils a sound risk culture throughout the Company by 
aligning business planning, execution, performance measurement, and compensation decisions 
with the Company’s strategy by establishing risk management system, defining risk management 
procedures of different business units, establishing guidelines and procedures, establishing the 
management information system and preparing for the contingency plan of the operation of the 
business, and providing training session for the risk management. 
 
Stress testing or scenario analysis provides an additional approach to risk management and 
formulates hypothetical questions, including what would happen to the Company’s portfolio if 
historic or adverse forward-looking events were to occur.  Stress testing is fundamental element 
of the Company risk appetite framework included in overall risk management to ensure that the 
Company’s financial position and risk profile provide sufficient resilience to withstand the impact 
of severe economic conditions.  Stress testing results are monitored against limits, used in risk 
appetite discussion and strategic business planning, and to support the Company’s internal 
capital adequacy assessment. 
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Key prudential ratios and overview of risk management and risk-weighted amount 
(continued) 
 
Overview of risk-weighted amount 
 
The following table provides an overview of capital requirements in terms of a detailed breakdown of 
risk-weighted assets for various risks.  Minimum capital requirement represents the amount of capital 
to be held for that risk based on its RWAs after any applicable scaling factor multiplied by 8%. 
 

 
 
 
Table OV1: Overview of RWA 

RWA 
Minimum 

capital 
requirements 

31 Dec 2020 

(US$) 

30 Sep 2020 

(US$) 

31 Dec 2020 
(US$) 

1 Credit risk for non-securitization exposures  67,644,703   67,405,263   5,411,576  

2 Of which STC approach    

2a Of which BSC approach  67,644,703   67,405,263   5,411,576  

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  -     -     -    

7 Of which SA-CCR*    

7a Of which CEM    

8 Of which IMM(CCR) approach    

9 Of which others    

10 CVA risk  -     -     -    

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    

19 Of which SEC-SA    

19a Of which SEC-FBA    

20 Market risk  -     -     -    

21 Of which STM approach    

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)* 

 -     -     -    

24 Operational risk  13,839,669   14,091,458   1,107,174  

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  81,484,372   81,496,721   6,518,750  
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Linkages between Financial Statements and Regulatory Exposures 
 
Table LI1: Differences between accounting and regulatory scopes of consolidation and mapping of 
financial statement categories with regulatory risk categories 

 
As at 31 December 2020 

 (a) / (b) (c) (d) (e) (f) (g) 

Carrying values 
as reported in 

published 
financial 

statements / 
under scope of 

regulatory 
consolidation* 

Carrying values of items (US$): 

subject to 
credit risk 
framework 

subject to 
counterparty 

credit risk 
framework 

subject to the 
securitization 

framework 

subject to 
market risk 
framework 

not subject 
to capital 

requirements 
or subject to 
deduction 

from capital 

 US$ US$ US$ US$ US$ US$ 

Assets        

Bank balances with the Parent 
Bank  

 250,803   250,803      

Bank balances with other 
financial institutions 

 9,729,906   9,729,906      

Loans and advances to 
customers 

 138,574,882   138,748,115      (173,233) 

Tax recoverable  626,542   626,542      

Debt investments at fair value 
through other comprehensive 
income 

 10,208,687   10,208,687      

Property and equipment 1,817,970 1,817,970     

Intangible assets  254,963       254,963  

Deferred tax assets  9,850       9,850  

Other receivables and 
prepayments 

 337,760   337,760      

Total assets   161,811,363   161,719,783      91,580  

       

Liabilities        

Loans due to the Parent Bank  92,222,112       92,222,112  

Accrued expenses and other 
payables 

 170,263       170,263  

Provision for reinstatement 
cost 

 117,310       117,310  

Lease liabilities  1,243,981       1,243,981  

Tax payable  -         -    

Total liabilities   93,753,666       93,753,666  

       

* The scope of accounting consolidation and the scope of regulatory consolidation are exactly the same. 
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Linkages between Financial Statements and Regulatory Exposures (continued) 
 
Table LI2: Main sources of differences between regulatory exposure amounts and carrying values in 
financial statements 

 
 As at 31 December 2020 

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

Total 

Items subject to:  

credit risk 
framework 

securitization 
framework 

counterparty 
credit risk 
framework 

market risk 
framework 

  US$ US$ US$ US$ US$ 

1 Asset carrying value amount under 
scope of regulatory consolidation (as 
per template LI1) 

161,719,783 161,719,783  - - - 

2 Liabilities carrying value amount under 
regulatory scope of consolidation (as per 
template LI1) 

 -     -    - - - 

3 Total net amount under regulatory scope 
of consolidation 

 161,719,783   161,719,783  - - - 

4 Off-balance sheet amounts 
 -     -    - - - 

N Exposure amounts considered for 
regulatory purposes  161,719,783   161,719,783  - - - 

 
 
LIA : Differences between accounting and regulatory exposure amounts 
 
There are no differences between financial statements amounts and regulatory exposure amounts.   
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Linkages between Financial Statements and Regulatory Exposures (continued) 
 
Table PV1: Prudent valuation adjustments 

As at 31 December 2020 

  (a) (b) (c) (d) (e) (f) (g) (h) 

  Equity 
Interest 

rates 
FX Credit Commodities Total 

Of which: 

In the 
trading book 

Of which: 
In the 

banking 

book 

1 
Close-out 
uncertainty, of which: 

-  - - - - - - - 

2 Mid-market value - - - - - - - - 

3 Close-out costs -  -  -  -  -  -  -  -  

4 Concentration -  -  -  -  -  -  -  -  

5 Early termination -  -  -  -  -  -  -  -  

6 Model risk -  -  -  -  -  -  -  -  

7 Operational risks -  -  -  -  -  -  -  -  

8 
Investing and funding 
costs 

     - - - 

9 
Unearned credit 
spreads 

     - - - 

10 
Future administrative 
costs 

-  -  -  -  -  -  -  -  

11 Other adjustments -  -  -  -  -  -  -  -  

12 Total adjustments -  -  -  -  -  -  -  -  

(i) Mid-market value adjustments have been reflected in accounting fair value. 
(ii) Close out costs PVA is not applicable as there is no portfolio concentration 
(iii) Concentration PVA is not applicable as there is no portfolio concentration 
(iv) Early termination PVA is not applicable as there is no customer trade 
(v) Model risk PVA is not applicable as pricing model for valuation is not adopted 
(vi) Operational risks PVA is not applicable due to simple operation process 
(vii) Investing and funding costs PVA is not applicable as funding cost is not taking into account in valuation 

process 
(viii) Unearned credit spreads PVA is not applicable as there is no derivatives exposures 
(ix) Future administrative costs PVA is not applicable as the product structure is simple and the transactions 

servicing processes are standardized.  
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Composition of Regulatory capital  
 
Composition of regulatory capital 
 
The following table sets out the detailed compositions of the company’s regulatory capital on solo 
basis. 

Table CC1 : Composition of regulatory capital 
 
As at 31 December 2020 

 Amount 
(USD)  

Source based on 
reference 

numbers/letters  
of the balance 

sheet under the 
regulatory scope 
of consolidation 

  CET1 capital: instruments and reserves     

1 
Directly issued qualifying CET1 capital instruments plus any related share 
premium 

 50,000,000  [c] 

2 Retained earnings  17,258,787  [d] 

3 Disclosed reserves  798,910  [e] + [f]  

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 adjustments  68,057,697   

  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)  254,963  [a] 

10 Deferred tax assets (net of associated deferred tax liabilities)  9,850  [b] 

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 
                                              

-    
  

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

                                              
-    

  

19 

Significant capital 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 
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Table CC1 : Composition of regulatory capital 
 
As at 31 December 2020 

 Amount 
(USD)  

Source based on 
reference 

numbers/letters  
of the balance 

sheet under the 
regulatory scope 
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  658,826   

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  658,826  [e] 

26c 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  923,639    

29 CET1 capital  67,134,058    

  AT1 capital: instruments     

30 Qualifying AT1 capital instruments plus any related share premium 
                                              

-    
  

31 of which: classified as equity under applicable accounting standards 
                                              

-    
  

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 
                                              

-    
  

  AT1 capital: regulatory deductions     

37 Investments in own AT1 capital instruments 
                                              

-    
  

38 Reciprocal cross-holdings in AT1 capital instruments 
                                              

-    
  

39 

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

                                              
-    

  

40 
Significant capital investments in AT1 capital instruments issued by financial 
sector entities that are outside the scope of regulatory consolidation 

                                              
-    
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Table CC1 : Composition of regulatory capital 
 
As at 31 December 2020 

 Amount 
(USD)  

Source based on 
reference 

numbers/letters  
of the balance 

sheet under the 
regulatory scope 
of 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 
                                              

-    
  

45 Tier 1 capital (T1 = CET1 + AT1)  67,134,058    

  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 

 832,059  [e] + [g] 

51 Tier 2 capital before regulatory deductions  832,059    

  Tier 2 capital: regulatory deductions     

52 Investments in own Tier 2 capital instruments 
                                              

-    
  

53 Reciprocal cross-holdings in Tier 2 capital instruments 
                                              

-    
  

54 

Insignificant capital investments in Tier 2 capital instruments issued by financial 
sector entities that are outside the scope of regulatory consolidation (amount 
above 10% 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 capital 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 
                                              

-    
  



 

KEB HANA GLOBAL FINANCE LIMITED  

換銀韓亞環球財務有限公司 

 

19 

 

Table CC1 : Composition of regulatory capital 
 
As at 31 December 2020 

 Amount 
(USD)  

Source based on 
reference 

numbers/letters  
of the balance 

sheet under the 
regulatory scope 
of consolidation 

58 Tier 2 capital (T2)  832,059    

59 Total regulatory capital (TC = T1 + T2)  67,966,117    

60 Total RWA  81,484,372    

  Capital ratios (as a percentage of RWA)    

61 CET1 capital ratio 82.39%   

62 Tier 1 capital ratio 82.39%   

63 Total capital ratio 83.41%   

64 
Institution-specific buffer requirement (capital conservation buffer plus 
countercyclical capital buffer plus higher loss absorbency requirements) 

2.547%   

65 of which: capital conservation buffer requirement 2.500%   

66 of which: bank specific countercyclical capital buffer requirement 0.047%   

67 of which: higher loss absorbency requirement 0.000%   

68 
CET1 (as a percentage of RWA) available after meeting minimum capital 
requirements 

75.41%   

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

                                              
-    

  

73 
Significant capital 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) 

 832,059    

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 

 845,559    

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 CET1 capital instruments subject to phase-out arrangements  Not applicable  Not applicable 
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Table CC1 : Composition of regulatory capital 
 
As at 31 December 2020 

 Amount 
(USD)  

Source based on 
reference 

numbers/letters  
of the balance 

sheet under the 
regulatory scope 
of consolidation 

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)  
 
Reconciliation of regulatory capital to balance sheet 
 
The table below show the link between balance sheet in published financial statements and the 
numbers that are used in composition of regulatory capital disclosure template set out in table CC1. 
 

Table CC2: Reconciliation of regulatory capital to balance sheet 

Balance sheet as in 
published financial 
statements/under 

regulatory scope of 
consolidation* 

 (as at 31 Dec 2020) 

USD 

Reference 

Assets   

Bank balances with Parent Bank  250,803   

Bank balances with other financial institutions  9,729,906   

Loans and advances  138,574,882   

   Of which: collective provisions eligible for AT2  173,233  [g] 

Tax recoverable  626,542   

Debt investments at fair value through other comprehensive income  10,208,687   

Property and equipment 1,817,970  

Intangible assets  254,963  [a] 

Deferred tax assets  9,850  [b] 

Other receivable and prepayments  337,760   

Total assets  161,811,363   

Liabilities   

Loans due to the Parent Bank  92,222,112   

Accrued expenses and other payables  170,263   

Provision for reinstatement cost  117,310   

Lease liabilities  1,243,981   

Tax payable  -     

Total liabilities  93,753,666   

Shareholders’ equity   

Share capital  50,000,000  [c] 

Reserve  18,057,697   

    Of which: Retained earnings  17,258,787  [d] 

    Of which: Regulatory Reserve eligible for AT2  658,826  [e] 

    Of which: Accumulated other comprehensive income  140,084  [f] 

Total shareholders’ equity  68,057,697   

 
* The scope of accounting consolidation and scope of regulatory consolidation are exactly the same. 

 
  



 

KEB HANA GLOBAL FINANCE LIMITED  

換銀韓亞環球財務有限公司 

 

22 

 

Composition of Regulatory capital (continued)  
 
Main features of regulatory capital instruments 
 
The following table provides a description on the main features of the CET1, Additional Tier 1 and Tier 
2 capital instruments that are included in regulatory capital. 

  As at 31 December 2020 

 Table CCA: Main features of regulatory capital instruments Quantitative / qualitative 

information   Ordinary shares 

1 Issuer 
KEB Hana Global Finance 

Limited 

2 Unique identifier (e.g. CUSIP, ISIN or Bloomberg identifier for private placement) Not Applicable 

3 Governing law(s) of the instrument 

Hong Kong Special 

Administrative Region of the 

People's Republic of China 

 Regulatory treatment  

4 Transitional Basel III rules NA 

 5 Post-transitional Basel III rules Common Equity Tier 1 

6 Eligible at solo / group / solo and group Solo 

7 Instrument type (types to be specified by each jurisdiction) Ordinary shares 

8 Amount recognised in regulatory capital (currency in millions, as of most recent 

reporting date) 

USD50 million 

9 Par value of instrument No Par Value 

10 Accounting classification Shareholders' equity 

11 Original date of issuance July 2, 2009 

12 Perpetual or dated Perpetual 

13 Original maturity date NA 

 14 Issuer call subject to prior supervisory approval NA 

 15 Optional call date, contingent call dates and redemption amount NA 

 16 Subsequent call dates, if applicable NA 

  Coupons / dividends  

17 Fixed or floating dividend / coupon Floating 

18 Coupon rate and any related index NA 

 19 Existence of a dividend stopper NA 

 20 Fully discretionary, partially discretionary or mandatory Fully discretionary 

21 Existence of step-up or other incentive to redeem NA 

 22 Non-cumulative or cumulative Non-cumulative 

23 Convertible or non-convertible Non-convertible 

24 If convertible, conversion trigger(s) NA 

25 If convertible, fully or partially NA 

26 If convertible, conversion rate NA 

27 If convertible, mandatory or optional conversion NA 

28 If convertible, specify instrument type convertible into NA 

29 If convertible, specify issuer of instrument it converts into NA 

30 Write-down feature No 

31 If write-down, write-down trigger(s) NA 

32 If write-down, full or partial NA 

33 If write-down, permanent or temporary NA 

34 If temporary write-down, description of write-up mechanism NA 

35 
Position in subordination hierarchy in liquidation (specify instrument type 

immediately senior to instrument in the insolvency creditor hierarchy of the legal 

entity concerned). 

NA 

36 Non-compliant transitioned features No 

37 If yes, specify non-compliant features NA 
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Macropudential supervisory measures 
 
Geographical distribution of credit exposures used in countercyclical capital buffer 
 
The following table presents the company’s CCyB ratio, the geographic breakdown of risk-weighted 
amounts in relation to jurisdictions in which it has private sector credit exposures and the applicable 
Jurisdictional CCyB ratio of each jurisdiction.  The company uses the ultimate risk basis to determine 
the geographical allocation for credit risk and risk country for market risk. 

 
Table CCyB1: Geographical distribution of credit exposures used in countercyclical capital buffer (“CCyB”) 
 
 As at 31 December 2020 

 Geographical breakdown by Jurisdiction 
(J) 

Applicable 
JCCyB ratio in 

effect 

RWA used in 
computation of 

CCyB ratio 
AI-specific 
CCyB ratio CCyB amount 

 (%) (USD'000) (%) (USD'000) 

1 Hong Kong SAR 1  2,004    

 Sum   2,004    

 Total   42,617   0.047   20  

 
 
Leverage ratio 
 
Summary comparison of accounting assets against leverage ratio exposure 

 
The following table reconcile the total assets in the published financial statements to the LR exposure 
measure. 

Table LR1: Summary comparison of accounting assets against leverage ratio exposure As at 31 December 2020 

 Item Value under the LR 
framework 

  (US$) 

1 Total consolidated assets as per published financial statements  161,811,363  

2 
Adjustment for investments in banking, financial, insurance or commercial 
entities that are consolidated for accounting purposes but outside the scope of 
regulatory consolidation 

 -    

3 
Adjustment for fiduciary assets recognised on the balance sheet pursuant to 
the applicable accounting standard but excluded from the LR exposure 
measure 

 -    

4 Adjustments for derivative contracts  -    

5 Adjustment for SFTs (i.e. repos and similar secured lending)  -    

6 
Adjustment for off-balance sheet (“OBS”) items (i.e. conversion to credit 
equivalent amounts of OBS exposures) 

 -    

6a 
Adjustment for specific and collective provisions that are allowed to be 
excluded from exposure measure 

 

7 Other adjustments  (750,406) 

8 Leverage ratio exposure measure  161,060,957  
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Leverage ratio (continued) 
‘ 
The following table provides a detailed breakdown of the components of the LR denominator. 
 

 US$ 

 Table LR2: Leverage ratio 31 Dec 2020 30 Sep 2020 

On-balance sheet exposures     

1 
On-balance sheet exposures (excluding those arising from derivative 
contracts and SFTs, but including collateral) 

 161,984,596   157,210,942  

2 Less: Asset amounts deducted in determining Tier 1 capital  (923,639)  (864,897) 

3 
Total on-balance sheet exposures (excluding derivative contracts 
and SFTs) 

 161,060,957   156,346,045  

Exposures arising from derivative contracts    

4 
Replacement cost associated with all derivative contracts (where 
applicable net of eligible cash variation margin and/or with bilateral 
netting) 

 -     -    

5 Add-on amounts for PFE associated with all derivative contracts  -     -    

6 
Gross-up for derivatives collateral provided where deducted from the 
balance sheet assets pursuant to the applicable accounting framework 

 -     -    

7 
Less: Deductions of receivables assets for cash variation margin provided 
under derivative contracts 

 -     -    

8 Less: Exempted CCP leg of client-cleared trade exposures  -     -    

9 Adjusted effective notional amount of written credit derivative contracts  -     -    

10 
Less: Adjusted effective notional offsets and add-on deductions for 
written credit derivative contracts 

 -     -    

11 Total exposures arising from derivative contracts  -     -    

Exposures arising from SFTs    

12 
Gross SFT assets (with no recognition of netting), after adjusting for sale 
accounting transactions 

 -     -    

13 
Less: Netted amounts of cash payables and cash receivables of gross 
SFT assets 

 -     -    

14 CCR exposure for SFT assets  -     -    

15 Agent transaction exposures  -     -    

16 Total exposures arising from SFTs  -     -    

Other off-balance sheet exposures    

17 Off-balance sheet exposure at gross notional amount  -     

18 Less: Adjustments for conversion to credit equivalent amounts  -     

19 Off-balance sheet items  -     -    

Capital and total exposures    

20 Tier 1 capital  67,134,058   67,375,363  

20a 
Total exposures before adjustments for specific and collective 
provisions 

 161,060,957   156,346,045  

20b Adjustments for specific and collective provisions  -     -    

21 
Total exposures after adjustments for specific and collective 
provisions 

 161,060,957   156,346,045  

Leverage ratio    

22 Leverage ratio 41.68% 43.09% 
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Liquidity 
 
LIQA : Liquidity risk management 
 
Liquidity risk is the risk that the Company may not be able to meet its obligations as they fall due without 

incurring unacceptable losses.  This may be caused by the Company’s inability to liquidate assets or to 

obtain funding to meet its liquidity needs, whether because of institution-specific reasons or market 

stress.  The Company has mitigated liquidity risk by obtaining the commitment from the Parent Bank to 

continually provide financial support to the Company to meet its financial obligations. 

 

The Board is ultimately responsible for determining the types and magnitude of liquidity risk.  Under the 

authorities delegated by the Executive Committee, the Assets and Liability Management Committee is 

responsible for managing liquidity risk. 

 

The Company adopt cash-flow approach to managing liquidity risk.  A framework is in place for 

projecting comprehensively future cash flows arising from assets, liabilities and off-balance sheets 

items over an appropriate set of time horizons.  The framework is used for monitoring on a daily basis 

the net funding gaps under normal business conditions; and conducting regular cash-flow analysis 

based on a range of stress scenarios.  The gap limits have been set up to control the size of the 

cumulative net mismatch positions.   

 

Liquidity maintenance ratio is calculated daily to ensure that the Company has sufficient unencumbered 

liquefiable assets to meet its qualifying liabilities in a calendar month.   

 

Stress test is used to evaluate the impact of a contingency situation on liquidity risk and take pre-

emptive actions against it.  The Company maintain the liquidity cushion as a source of strategic liquidity 

reserve to be held as insurance against a range of liquidity stress scenarios and cover cash-flow needs.  

The size of liquidity cushion should be sufficient to meet the liquidity needs for the first two weeks under 

stress situations. 

 

Contingency funding plan is established to identify early indicators of stress conditions and describe 

actions to be taken in the event of difficulties arising from different situations.  

 
The table that analyses the Company’s financial assets and financial liabilities into relevant maturity 
groupings based on the remaining period at the end of reporting periods to the contractual maturity date 
can be found in “Liquidity risk” in 5 – Financial Risk Management of the Company’s Report of the 
Directors and Audited Financial Statements.  
 
 
Credit risk for non-securitization exposures 
 
CRA : General information about credit risk 
 
Credit risk is the risk of financial loss arising as a result of a borrower or counterparty failing to meet its 

financial obligations or as a result of deterioration in the credit quality of the borrower or counterparty.  

Effective credit risk management is a structured process to assess, measure, monitor and manage risk 

on a consistent basis.  This requires careful consideration of proposed extensions of credit, the setting 

of specific limits, monitoring during the life of the exposure, active use of credit mitigation tools and a 

disciplined approach to recognizing credit impairment.  

 

The Company’s credit risk management framework applies to all of the Company’s credit exposure and 

includes (i) individual counterparty rating systems; (ii)  a counterparty credit limit system; (iii)  country 

concentration limits; (iv)  industry concentration limits; (v)  product limits; (vi)  risk-based pricing 

methodologies; (v)  active credit portfolio management; and (vi) a credit risk provisioning methodology. 
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Credit risk for non-securitization exposures (continued) 
 

CRA : General information about credit risk (continued) 
 

The Company employs a set of credit ratings for the purpose of internally rating counterparties to 

whom it is exposed to credit risk as the contractual party, including with respect to loans, loan 

commitments, and securities investment. Credit ratings are intended to reflect the risk of default of 

each counterparty. Ratings are assigned based on internally developed rating models and 

processes, which are subject to governance and internally independent validation procedures.  

Credit limits are used to manage individual counterparty credit risk. A system of limits is also 

established to address concentration risk in the portfolio, including a comprehensive set of country 

limits and limits for certain products and industries. In addition, credit risk concentration is regularly 

supervised by credit and risk management committees. 

 

Risk management and Support team should calculate and monitor the risk of credit exposure on a 

daily basis.  Risk Management and Support team should apply the credit evaluation to the parent 

bank periodically or frequently more than once per every year and assign the credit rating 

accordingly. 

 

The following tables provide detailed information relating to credit risk for non-securitization 

exposures under BSC approach. 

 
Credit quality exposures 

As at 31 December 2020 
 

  Gross carrying amounts of 

Allowances / 
impairments 

(US$) 

Of which ECL accounting 
provisions for credit losses 

on STC approach 
exposures 

Of which 
ECL 

accounting 
provisions 
for credit 
losses on 

IRB 
approach 
exposures 

(US$) 

Net values 
(a + b – c) 

(US$) 

Table CR1: Credit 
quality exposures 

Defaulted 
Exposures 

(US$) 
Non-defaulted 

Exposures (US$) 

Allocated in 
regulatory 
category of 

specific 
provisions 

(US$) 

Allocated 
in 

regulatory 
category 

of  
collective 
provisions 

(US$) 

1 Loans  -     138,748,115   173,233  - - - 138,574,882  

2 
Debt 
securities 

 -     10,208,687   -    - - -  10,208,687  

3 

Off-balance 
sheet 
exposures 

 -     -     -    - - -  -    

4 Total  -     148,956,802   173,233  - - - 148,783,569  

 

 
Changes in defaulted loans and debt securities 

 

Table CR2 : Changes in defaulted loans and debt securities 
Amount 

US$ 

1 Defaulted loans and debt securities at end of June 2020 0 

2 Loans and debt securities that have defaulted since the last reporting period  0 

3 Returned to non-defaulted status 0 

4 Amounts written off 0 

5 Other changes 0 

6 Defaulted loans and debt securities at end of  Dec 2020 0 
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Credit risk for non-securitization exposures (continued) 
 
CRB : Additional disclosure related to credit quality of exposures 
 
The past due assets refer to those assets where the principal or interest is overdue and remains 
unpaid as at the reporting date.   Rescheduled assets refer to those assets that have been 
restructured and renegotiated between the Company and the borrower because of a deterioration 
in the financial position of the borrower or of the inability of the borrower to meet the original 
repayment schedule. 
 
Credit exposures are reviewed periodically to assess whether impairment exists and whether an 
impairment allowance is required.  The Company applies judgement as to whether there is any 
objective evidence that a loan is impaired, i.e. whether there is a decrease in estimated future cash 
flows. Objective evidence for impairment includes observable data about local or economic 
conditions that correlate with defaults on the assets in the Company.  If management has 
determined, based on their judgement, that objective evidence for impairment exists, expected future 
cash flows are estimated based on historical loss experience for assets with credit risk 
characteristics similar to those of the Company. 
 
Impairment of credit exposures 
 
Losses for impaired assets are promptly recognized when there is objective evidence that 
impairment of assets has occurred. 
 
The Company assesses on a case-by-case basis at each reporting date whether there is any 
objective evidence that an asset is impaired.  The criteria used by the Group to determine that there 
is such objective evidence include: 

 contractual payments of either principal and interest being past due for more than 90 days 

 known cash flow difficulties experienced by the borrower 

 a significant downgrading in credit rating by an external rating agency 

 the probability that the borrower will enter bankruptcy or other financial realization 

 
The following tables present a breakdown of exposures by geographical areas, industry and residual 
maturity.  Any segment which constitutes not less than 10% of total RWA  for credit risk (after taking 
into account any recognized CRM) should be separately disclosed. 
 
Gross credit exposures by geographical area  

 (US$) 

 
As at 31 December 2020 Hong Kong China South Korea Others Total 

1 Loans   2,004,099   3,502,501   91,381,391   41,860,124   138,748,115  

2 Debt securities  -     -     5,117,260   5,091,427   10,208,687  

3 Off-balance sheet exposures  -     -     -     -     -    

4 Total  2,004,099   3,502,501   96,498,651   46,951,551   148,956,802  

*After taking into account of CRM  
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Credit risk for non-securitization exposures (continued) 
 
CRB : Additional disclosure related to credit quality of exposures (continued) 
 
Gross credit exposures by industry  

 (US$) 

As at 31 December 2020 
Manufacturing 

Electricity  

and gas 
Transportation 

Financial 
institutions 

Others Total 

1 Loans   250,017   18,681,993   11,095,799   96,131,597   12,588,709  138,748,115  

2 Debt securities  -     -     -     10,208,687   -     10,208,687  

3 
Off-balance sheet 
exposures 

 -     -     -     -     -     -    

4 Total  250,017   18,681,993   11,095,799  106,340,284   12,588,709  148,956,802  

*After taking into account of CRM  

 
Gross credit exposures by remaining contractual maturity 

 (US$) 
 

Aa at 31 December 2020 
Within 1year 

More than 1 year 
but less than 2 

years 

More than 2 
years 

Total 

1 Loans  57,792,895  19,637,518 61,317,702  138,748,115  

2 Debt securities 64,734    -    10,143,953  10,208,687  

3 Off-balance sheet exposures  -   -   -     -    

4 Total 57,857,629  19,637,518 71,461,655  148,956,802  

 
As at 31 December 2020, except for a restructured loan classified as special mention having gross 
amount US$250,017 and a loan downgraded to special mention amounting to US$2,339,425, all 
remaining non-securitization exposures are classified as pass, with none past due or impaired. 

 
CRC : Credit risk mitigation 
 
The Company mitigate the credit exposure through netting, guarantees and collateral.  Recognizing 

credit risk mitigation against exposures is governed by Collateral Management Procedure Manual.  

The Company monitor the exposure to credit mitigation providers as part of overall credit risk 

exposure monitoring framework.    The policies and processes for collateral valuation and 

management are driven by legal documentation.  The Company should ensure that credit 

documentation, including guarantees and pledge agreements, is legally enforceable in all relevant 

jurisdictions.  The credit documentation should empower the Company to apply the collateral freely 

to discharge the borrower's obligations. 

 
 
Overview of recognized credit risk mitigation 

As at 31 December 2020 

Table CR3: Overview of 
recognized credit risk 
mitigation 

Exposures 
unsecured: 

carrying 
amount 

Exposures to 
be secured 

Exposures 
secured by 
recognized 
collateral 

Exposures 
secured by 
recognized 
guarantees 

Exposures 
secured by 
recognized 

credit derivative 
contracts 

  (US$) (US$) (US$) (US$) (US$) 

  1   Loans    47,477,579   91,097,303   -     91,097,303   -    

  2   Debt securities    10,208,687   -     -     -     -    

  3   Total    57,686,266   91,097,303   -     91,097,303   -    

  4   Of which defaulted   
 -     -     -     -     -    
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Credit risk for non-securitization exposures (continued) 
 
Credit risk exposures and effects of recognized credit risk mitigation  

 
Table CR4: Credit risk exposures and effects of recognized credit risk mitigation – BSC approach 
 

As at 31 December 2020 

 
(US$) Exposures pre-CCF and 

pre-CRM 
Exposures post-CCF and 

post-CRM RWA and RWA density 

  

Exposure classes 

On-balance 
sheet 

amount 

Off-balance 
sheet 

amount 
On-balance 

sheet amount  

Off-balance 
sheet 

amount RWA 
RWA 

density  

1 Sovereign exposures  2,339,425       

2 PSE exposures  -      1,957,124    391,425  20% 

3 
Multilateral development 
bank exposures 

 5,091,427    5,091,427    -    0% 

4 Bank exposures  20,098,192    109,272,442    21,854,488  20% 

5 Cash items       

6 

Exposures in respect of 
failed delivery on 
transactions entered into on 
a basis other than a delivery-
versus-payment basis 

      

7 Residential mortgage loans       

8 Other exposures 134,190,739    45,398,790    45,398,790  100% 

9 
Significant exposures to 
commercial entities 

      

10 Total 161,719,783   -     161,719,783   -     67,644,703  42% 

 
Credit risk exposures by asset classes and by risk weights 

 

Table CR5: Credit risk exposures by asset classes and by risk weights – BSC approach 

          (US$)        As at 31 December 2020 

  
               Risk weight 
 
 
 
Exposure class 0% 10% 20% 35% 50% 100% 250% Others 

Total credit 
risk exposures 
amount (post 
CCF and post 

CRM) 

1 Sovereign exposures          -    

2 PSE exposures    1,957,124        1,957,124  

3 
Multilateral 
development bank 
exposures 

 5,091,427          5,091,427  

4 Bank exposures    109,272,442        109,272,442  

5 Cash items          -    

6 

Exposures in respect 
of failed delivery on 
transactions entered 
into on a basis other 
than a delivery-versus-
payment basis 

         -    

7 
Residential mortgage 
loans 

         -    

8 Other exposures      45,398,790     45,398,790  

9 
Significant exposures 
to commercial entities 

         -    

10 Total  5,091,427   -     111,229,566   -     -    45,398,790   -     -     161,719,783  
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Interest rate exposures in banking book 
 
IRRBBA: Risk management objectives and polices 
 
Interest rate risk in banking book (IRRBB) refers to the current or prospective risk to a bank’s capital 
and earnings arising from adverse movements in interest rates that affect banking book positions. When 
interest rates change, the present value and timing of future cash flows change. This in turn changes 
the underlying value of a bank’s assets, liabilities and off-balance sheet items and, hence, its economic 
value of equity (EVE). Changes in interest rates also affect a bank’s earnings by altering interest rate 
sensitive income and expenses, thus affecting its net interest income (NII). 
 

Major sources of interest rate risk in banking book (IRRBB) 

 

Gap risk arises from the term structure of banking book instruments, and describes the risk arising 

from the timing of instruments’ rate changes. The extent of gap risk depends on whether changes to 

the term structure of interest rates occur consistently across the yield curve (parallel risk) or 

differentially by period (non-parallel risk).  Basis risk describes the impact of relative changes in 

interest rates for financial instruments that have similar tenors but are priced using different interest 

rate indices.  Option risk arises from option derivative positions or from optional elements embedded 

in a bank’s assets, liabilities and/or off-balance sheet items, where the bank or its customer can alter 

the level and timing of their cash flows.  

 

All three sub-types of IRRBB potentially change the price/value or earnings/costs of interest rate 

sensitive assets, liabilities and/or off-balance sheet items in a way, or at a time, that can adversely 

affect the Company’s financial condition. 

 

Management oversight 

 

Risk Management Committee of the Company, as delegated by the Board of Directors, should be 

aware of the interest rate risk and should periodically review the Company’s interest rate risk 

management framework. 

 

Standardised Framework 

 

The Company use the standardised framework to compute IRRBB as impact on economic value 

(ΔEVE) based on the six interest rate shock scenarios (i) parallel shock up, (ii) parallel shock down, 
(iii) steepener shock, (iv) flattener shock, (v) short rates shock up and (vi) short rates shock down; 
and impact on earnings (ΔNII) based on two interest rate shock scenarios (i) parallel shock up and 
(ii) parallel shock down.    Cash flows for interest-rate sensitive assets, liabilities and off-balance 
sheet items should generally be slotted into time bands according to the earliest interest repricing 
date.  For items with optionality including retail fixed rate loans subject to prepayment risk, retail term 
deposit subject to early redemption risk and non-maturity deposits, cash flows should be slotted 
based on behavioral maturity.  Cash flows should include both principal and coupon payments, while 
the commercial margins should be excluded in the cash flows.  The IRRBB report should be prepared 
in monthly basis. 
 
As at 31 December 2020, there are no non-maturity deposits. 
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Interest rate exposures in banking book (continued) 

 

Table IRRBB1: Quantitative information on interest rate risk in banking book and trading book 

 

      

(in USD'000) 
Change in economic value of 

equity 
(ΔEVE) 

Change in projected net interest 
income (ΔNII) 

 
Period 31-Dec-20 31-Dec-19 31-Dec-20 31-Dec-19 

1 Parallel up 576 400 -773 -926 

2 Parallel down 0 0 773 926 

3 Steepener 0 0   

4 Flattener 364 419   

5 Short rate up 566 543   

6 Short rate down 0 0   

7 Maximum 576 543 773 926 

 Period 31-Dec-20 31-Dec-19 

8 Tier 1 capital 67,134 64,638 

 
 
Other disclosures 

 
Off-balance sheet exposures other than derivative transaction 
 
The following table gives the nominal contract amounts and the total risk-weighted amount for credit 
risk of contingent liabilities and commitments. 

 

Items 
31 December 2020 

US$ 
(Contractual Amounts) 

(a) Direct credit substitutes  

(b) Transaction-related contingencies  

(c) Trade-related contingencies  

(d) Note issuance and revolving underwriting facilities  

(e) Forward forward deposits placed  

(f)(i) Commitments which have an original maturity of not more than one year  

(ii) Commitments which have an original maturity of more than one year  

(iii) Commitments which may be cancelled at any time unconditionally  

 Total - 

Total risk-weighted amount - 
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Other disclosures (continued) 
 

Loans and Advances by Geographical Areas 
 

The geographical analysis is classified by the location of the counterparties after taking into account the 
transfer of risk.  For a claim guaranteed by a party situated in a country different from the counterparty, 
risk will be transferred to the country of the guarantor.   For a claim on the branch of a bank or other 
financial institution, the risk will be transferred to the country where its head office is situated. 

 
 
 
 

As at 31 December 2020 

Gross 
 loans and 
advances 

Overdue 
 loans and 
advances 

Impaired 
Loans 

(individually 
 determined) 

Specific 
provision 

General 
provision 

 US$ US$ US$ US$ US$ 

Hong Kong  2,004,099      (2,556) 

China  3,502,501      (30,193) 

South Korea  91,381,391      (71,245) 

Others  41,860,124      (69,239) 

TOTAL  138,748,115   -     -     -     (173,233) 

 

 
 
Loans and Advances by Industry Sectors 

 
The analysis of gross loans and advances to customers by industry sector based on categories and 
definitions used by the HKMA is as follows: 
 

As at 31 Dec 2020 

Gross loans 
and 

advances 

% of 
gross 

loans and 
advances 

covered 
by 

collateral 

Overdue 
loans and 
advances 

Impaired 
loans 

(Individually 
determined) 

Individually 
assessed 

impairment 
allowances 

Collectively 
assess 

impairment 
allowances 

Impaired 
loans 

written 
off 

during 
the year 

Impairment 
charged/ 

(credited) 
to 

statement 
of profit or 

loss during 
the year 

 US$  US$ US$ US$ US$ US$ US$ 

Loans and advances for 
use in Hong Kong 

 -     -     -     -     -     -     -     -    

Loans and advances for 
use outside Hong Kong 

138,748,115   3.70   -     -     -     (173,233)  -     (73,897) 

TOTAL 138,748,115   3.70   -     -     -     (173,233)  -     (73,897) 
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Other disclosures (continued) 
 

Overdue and Rescheduled Assets 
  

(i) Overdue loans and advances 

 

Loans and advances with a specific repayment date are classified as overdue when the 

principal or interest is overdue and remains unpaid at the end of reporting period. 

 

There are no overdue loans and advances to customers and banks as at 31 December 2020. 

 

 

(ii) Rescheduled loans and advances 

 

Rescheduled loans and advances are those loans and advances which have been restructured 

or renegotiated because of deterioration in the financial position of the borrower, or of the 

inability of the borrower to meet the original repayment schedule and for which the revised 

payment terms are non-commercial to the Company. 

 

Rescheduled loans and advances to customers are stated net of any advances which have 

been subsequently become overdue for more than three months and which are included in 

“Overdue loans and advances (note (i)). 

 

There are no rescheduled loans and advances to customers and banks as at 31 December 

2020. 

 

 

(iii) There are no other overdue assets as at 31 December 2020. 

 

 

(iv) There are no repossessed assets held as at 31 December 2020. 
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Other disclosures (continued) 
 
International Claims  
 
The analysis of international claims is prepared in accordance with the HKMA Return of International 

Banking Statistics.  International claims are on-balance sheet exposures to counterparties based on the 

location of the counterparties after taking into account the transfer of risk, and represent the sum of 

cross-border claims in all currencies and local claims in foreign currencies.   The table below shows 

claims on individual countries and territories or areas, after recognised risk transfer, amounting to not 

less than 10% of the company’s total international claims. 
 

  
 

  
 

  
Non-bank private sector 

  

As at 31 December 2020 Banks 
Official 
Sector 

Non-bank 
financial 

institutions 
Non-financial 
private sector Others Total 

 US$ US$ US$ US$ US$ US$ 

Developed countries 9,729,069  -     -    20,776,320  -    30,505,389 

- of which United States 9,729,069 - - 13,603,212 - 23,332,281 

Offshore centres  -     -     -    2,004,099 - 2,004,099 

Developing Africa and 
Middle East 

5,000,223  -     -    6,431,649  -    11,431,872 

Developing Asia and Pacific 5,168,947 2,339,425 - 102,201,981  -    109,710,353 

- of which South Korea 5,168,947 2,339,425 - 89,047,548  -    96,555,920 

International Organisation - 5,091,427 - - - 5,091,427 

 

 
Non-bank Mainland China Exposures 
 
The analysis of non-bank Mainland exposures is based on the categories of non-bank counterparties 

and the type of direct exposures with reference to the Completion Instruction for the HKMA return of 

non-bank Mainland exposures. 
 

As at 31 December 2020 

Items in 
HKMA 
return 

On-balance 
sheet 

exposures 

Off-balance 
sheet 

exposures Total exposures 

  
 US$ US$ US$ 

1 Central government, central government owned 
entities and their subsidiaries and joint ventures 
(JVs) 

1 
 -     -     -    

2 Local governments, local government-owned 
entities and their subsidiaries and JVs 

2 
 -     -     -    

3 PRC nationals residing in Mainland China or other 
entities incorporated in Mainland China and their 
subsidiaries and JVs 

3 
 250,017   -    250,017  

4 Other entities of central government not reported 
in item 1 above 

4 
 -     -     -    

5 Other entities of local governments not reported in 
item 2 above 

5 
 -     -     -    

6 PRC nationals residing outside Mainland China or 
entities incorporated outside Mainland China 
where the credit is granted for use in Mainland 
China 

6 

 5,506,600   -    5,506,600    

7 Other counterparties where the exposures are 
considered by the reporting institution to be non-
bank Mainland China exposures 

7 
 -     -     -    

 Total 8 5,756,617  -    5,756,617  

 Total assets after provision     161,811,363  

 
On-balance sheet exposures as percentage of 
total assets 

   3.56% 
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Other disclosures (continued) 
 
Currency Risk 
 

The Company’s net positions or net structural positions in foreign currencies are disclosed as follows 

when each currency constitutes 10% or more of the respective total net position or total structural 

position in all foreign currencies. 
  

 As at 31 December 2020 US$ 

 Currency 
USD 

Non-structural position  

Spot assets  160,654,439  

Spot liabilities  (161,891,902) 

Forward purchases  -    

Forward sales  -    

Net option position  -    

Net long (short) position  (1,237,463) 

Net structural position 0 

 

 
Assets used as security 
 
There are no assets used as security as at 31 December 2020. 
 
 
Business segments analysis 
 
By class of business 

 
The principal operations of the Company are located in Hong Kong. The Company’s activities comprise 

two classes of business, which are commercial banking and securities business.  Commercial banking 

activities include advance of loans to customers and placements with banks.  Securities business 

activities include investment holding and securities brokerage. 

  

As at 31 December 2020 
Commercial  

banking 
Securities 
business Total 

 US$ US$ US$ 

Net interest income 1,591,423 1,196,680 2,788,103 

Fee income 1,085,155 1,533,810 2,618,965 

Total operating income 2,676,578 2,730,490 5,407,068 

Operating costs 1,691,767 1,725,843 3,417,610 

Profit before impairment allowances charges 984,811 1,004,647 1,989,458 

Impairment allowances reversal 73,897 2,060 75,957 

Profit or loss before taxation 1,058,708 1,006,707 2,065,415 

 

As at 31 December 2020 
Commercial  

banking 
Securities 
business Total 

 US$ US$ US$ 

Total assets 151,113,637 10,697,726 161,811,363 



 

KEB HANA GLOBAL FINANCE LIMITED  

換銀韓亞環球財務有限公司 

 

36 

 

Other disclosures (continued) 
 
Business segments analysis (continued) 
 
Fee and commission income – by product line: 
  

 31 December 2020 

 US$ 

Arrangement fee on loans 958,872  

Agency fee  60,621  

Loan commitment fee 12,521  

Brokerage fee 1,533,810  

Sundry commission 53,141  

Total 2,618,965  

   

 
 
Operational risk 
 

The Company uses the basic indicator approach (BIA approach) to calculate the capital charge 

of operational risk.  Under the BIA approach, the capital charge for operational risk is equal to 

the average over the previous three years of a fixed percentage of positive annual gross income.  

Figures for any year in which annual gross income is negative or zero should be exclude from 

both the numerator and denominator when calculating the average. 

 

 


