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CORPORATE PROFILE
FITHEN

Our Mission

We at BEA strive to provide best in class financial

services, always demanding the highest standard of

i =
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professionalism and integrity of ourselves. With a

commitment to quality of service, we focus on satisfying
customer needs. We aim to grow, together with our
customers, our shareholders and our colleagues.
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Incorporated in 1918, The Bank of East Asia, Limited is Hong
Kong’s largest independent local bank with total consolidated
assets of HK$781.4 billion (US$100.8 billion) as of 31st December,
2015. Listed on The Stock Exchange of Hong Kong, the Bank is a
constituent stock of the Hang Seng Index.

BEA is dedicated to helping its customers grow and prosper through
the provision of a comprehensive range of corporate banking,
personal banking, wealth management, and investment services.

The Bank maintains one of the largest retail networks of any bank
in Hong Kong, with full-service branches, SupremeGold Centres for
high net-worth customers, and innovative, extended hour i-Financial
Centres conveniently located throughout the city.

In Mainland China, BEA's wholly-owned subsidiary, The Bank of East
Asia (China) Limited operates more than 125 outlets — one of the
most extensive networks of any foreign bank in China. In addition
to the BEA China network, BEA operates a rural bank in Fuping
County, Weinan City, in Shaanxi Province.

Overseas, the Bank maintains an active presence in Southeast Asia,
the United Kingdom, and the United States. Worldwide, BEA serves
customers through more than 240 outlets and offers rewarding and
challenging career opportunities to over 13,000 employees.

The BEA Group’s subsidiaries further broaden the Bank’s product
offering to meet the increasingly diverse and sophisticated needs of
a burgeoning customer base. BEA's wholly-owned subsidiaries, BEA
Life Limited and Blue Cross (Asia-Pacific) Insurance Limited, serve as
the Bank’s life insurance and general insurance arms, respectively,
and provide a comprehensive range of insurance solutions for
individual and corporate customers. A global provider of integrated
business, corporate, and investor services, Tricor Holdings Limited
helps clients build their businesses by offering outsourced expertise
in business support functions.

The BEA Group strives to be a positive, enabling force in the
communities it serves and is committed to long-term sustainable
development. The Group integrates social, environmental, ethical,
employee, and customer concerns into its business and operations
with the aim of aligning the interests of its stakeholders and the
society at large.

For more information on BEA, please visit your nearest BEA branch
or visit the Bank’s homepage at www.hkbea.com.

RERITARARKIIN1918F AR
BERANMEI AMIRTT - R 20154 12 A 31
B RITHGEABERBEESET7814EBT
(1,00818FETT) e RTRBEBHM AR BT L
™ IR E AR M
KIT—BEEBESBOERT - MART B
EEEMSERY  BHARFPREEE R
ZIALM SRS 2 HIEFRPER -

RIIRBEARAERRATERENIRITZ
— DITRHEEZENRYE  XLEERSHE
FPiaRa IR L o tesh  RITRAE
B E R i- R R - BRRPERERKE
IR B N AR H AR

KT EEWB AR — RapiR1T (FEH) &
RARRAMEEAE125EMBE - AR
PIEERANIINERITZ — - BRTREPEH
RABEE SN - RO IRITHEPRAAE BT B T %
BT BIATEEERTT o

AITHIME SR KRB R 240 B - B
REE - REMXE - KERNEIKEAE
13,0008 °

SO - AITEBEENBARE P TEXE
BEHE  REZEMENN TR UEEH
BHEANEFHZETE - REASRKRREA
RABRE+F (2K RBRERARSE
EhREREBRER - DRARAZRRERN—K
FREMR BEAAMEEREPZRRBAZHMR
& MeEEEEARARARRZRIE s HX
RIEAF] RHEENAET  EEMREE
AR - AELSNAISR RS - 2 GBI TP
I o

RERITERE —BERNEMRBAEREK S
—RIEREREBRNE S - NESHREN A
BRRE AKESHE RE BR BT
REFHNEZEERMAREBNER L EE 2
B AREARENEMITNE - DEREKX
HEFRIFIER ©

MEBERAELEMRTBITNER - BH
A RGBRTOTHAERTHEE

www.hkbea.com °



REMITARAT |2005F% | 03 1N

FINANCIAL HIGHLIGHTS
Bt %5 i =

2015 2014

HKS$ Million HK$ Million Change &)
BETET BETET % BDE

Profitability Z %8¢ 5

Total operating income
T PN 17,064 18,232 -6.4

Profit attributable to owners of the parent
] £ A SR B R ) 5.522 B30T 17

Balance Sheet Strength EE& &R

Advances to customers

BERPER 441,506 443,287 -0.4
Total consolidated assets

mERERRE 781,364 795,891 -18
Total deposits

FR4asE 578,020 592,582 -2.5
Total equity

MR 4R RE 85,641 73,444 +16.6
Earnings Per Share and Dividends Per Share

BREMNRERRE

Basic earnings

BERER HK$1.95 HK$2.72 -28.3
Dividends

RS HK$0.88 HK$1.11 -20.7
Key Ratios = &Lt &

Loan to deposit ratio

EREFERE R 76.4% 74.8%

Impaired loan ratio

DERENE B 1.1% 0.6%

Average liquidity coverage ratio N.A.

RGBS X 137.0% TiEA

Total capital ratio
BB 17.2% 16.7%
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FIVE-YEAR FINANCIAL SUMMARY
SEMBEE=E

TOTAL EQUITY
B RS AR
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BEEET
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BT
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FIVE-YEAR FINANCIAL SUMMARY (CONTINUED)
SEMBHRE (F)

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT
TEBRAEE R m

HK$ Million
BEEET

7,000 6,613 6,661
6,056
6,000 5,522

5,000 4358
4,000
3,000
2,000

1,000

2011 2012 2013 2014 2015

FIVE-YEAR COMPARISON

5F LB
2011 2012 2013 2014 2015
HK$ Million HK$ Million HK$ Million HK$ Million HK$ Million
BEEET BEEET BEEER BEEET BEEET
Total equity
R e A 2 52,044 61,639 68,234 73,444 85,641
Total deposits
B@sE 478,837 526,140 577,900 592,582 578,020
Advances to customers .
EEB% 315,281 350,720 405,357 443,287 441,506
Total consolidated assets
i A E 611,402 692,114 753,954 795,891 781,364
Loan to deposit ratio o) % o o o o
BRE R R 66% 67% 70% 75% 76%
Profit attributable to
owners of the parent 4,358 6,056 6,613 6,661 5,522
A] BRI AN ER B AR R A
Earnings per share
SREF HK$1.96 HK$2.72 HK$2.78 HK$2.72 HK$1.95
Dividends per share HK$0.94 HK$1.06 HK$1.11 HK$1.11 HK$0.88
B E

*  Restated due to reclassification.

* FEEFSBEMELR



06 | The Bank of East Asia, Limited | Annual Report 2015

CHAIRMAN'S STATEMENT

Over the past two decades, we at The Bank of East Asia
have transformed our business, becoming one of the
most successful foreign banks operating on the Mainland.
This success was built upon strong relationships, strategic
expansion of our branch network, and close cooperation
between our branches in Hong Kong, Mainland China,
and overseas.

Now, we face a challenging macroeconomic environment.
China’s growth is slowing, as the country shifts to
become a consumer and services-driven economy. Global
confidence is being undermined by weak commodity
prices. These forces are impacting Hong Kong and the
local banking sector.

Significantly, during the past year the Chinese government
has reaffirmed its commitment to the market, relaxing
controls over interest rates and making the RMB more
responsive to market forces. While these moves have given
rise to volatility in China and Hong Kong in the short term,
we believe that, longer-term, the combination of stimulus
measures and economic reform pursued by the Mainland
will support sustainable growth going forward.

There are many good opportunities for our business, and
we will continue to focus on our longer-term strategy. We
have been operating in China for almost a century. We
have faced these downturns before, and we have always
come back stronger.

DIVIDENDS FOR THE LAST 5 YEARS iB1E 5 fF iR 2 &2 #%

HK$ Million
BEEBT

3,000

In 2015, The Bank of East Asia Group earned a Profit
Attributable to Owners of the Parent of HK$5.52 billion,
representing a decline of HK$1.14 billion, or 17.1%,
compared to a profit of HK$6.66 billion in 2014. While
our China business was severely challenged, we achieved
solid results in Hong Kong and overseas. Basic earnings
per share stood at HK$1.95.

The Board has declared a 2015 second interim dividend
of HK$0.50 per share, bringing the dividend for the year
to HK$0.88 per share. This represents a dividend pay-out
ratio of 46%, and also reflects our confidence in the long-
term prospects of the Bank.

Hong Kong is our home and remains the backbone of
our business. While higher RMB funding costs in the first
half of 2015 impacted our results, we are pleased to
report continued growth in personal banking and wealth
management.

We are a well-established business with a solid franchise,
but we do not stand still. We recognise that the rapid
growth of the digital economy is changing consumer
behaviour, and we are aggressively implementing the
digital transformation of our business.

With the slowdown in the Mainland economy, risk
management is critical. BEA China is applying a more
conservative approach to lending, and our proactive
measures have necessarily resulted in reduced loan
volumes and margins. Margins at BEA China have also
been affected by a series of policy rate cuts.
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CHAIRMAN'S STATEMENT (CONTINUED)

Despite the challenges facing our Mainland business, we
remain deeply rooted as one of the leading foreign banks
on the Mainland, with a wide-reaching branch network,
extensive local connections, and strong cross-border
capabilities.

Our overseas business performed well, with 3.3% year-
on-year growth after excluding a one-off write back in
2014. This improvement is due to stronger performance
of the US and UK economies, and leveraging on our
international network to complement client activities from
Greater China.

When we reported our annual results for 2014, we
anticipated that the restructuring of the Mainland
economy would have a negative impact on our business
in 2015. We also highlighted the proactive measures that
we were taking to protect our business.

In Hong Kong, we further strengthened our personal
banking and wealth management businesses. We
lowered funding costs by attracting more current and
savings account deposits; generated higher fee income
through wealth management and insurance products;
increased scale through the acquisition of a mortgage
portfolio from Prime Credit; and successfully launched 20
new digital branches across Hong Kong. This has resulted
in higher operating income and stronger positioning in
personal banking and wealth management.

BEA China took aggressive action to manage asset quality.
Our Mainland subsidiary reduced exposure to distressed
and overcapacity sectors, and refocused attention on
large corporate clients. It tightened credit guidelines, and
increased efforts to recover non-performing loans. As
a result, the impaired loan ratio at BEA China stabilised
in the second half of 2015, even as the economy
deteriorated further.

In addition, we maintained tight control over costs at BEA
China, with total operating expenses falling by 9.55%
year on year in 2015.

| am also pleased to report that relations with our two
main banking partners have been strengthened during
the past year.

In December 2015, CaixaBank S.A. announced that it
would transfer its 17.24% stake in BEA to its controlling
shareholder, Criteria Caixa S.A.U., through a share swap
arrangement with the intention of taking a long-term
position in BEA. This proposed transfer is not subject to
the prior consent of the Bank as it falls within a carve-
out from the transfer restrictions applicable to CaixaBank
S.A. Such carve-out is applicable to transfers between
parent companies and their subsidiaries. It is also noted
that the transfer restrictions applicable to CaixaBank S.A.
do not prevent it from accepting a takeover offer for the
Bank. These carve-outs will continue to apply following
completion of the proposed transfer.

Sumitomo Mitsui Banking Corporation, completed the
previously-announced share purchase agreement in
the first half of 2015. Approximately HK$6.6 billion in
additional capital was raised through this exercise, re-
affirming SMBC's commitment to this Bank.

As a Group, we maintained sound liquidity levels, with our
liquidity coverage ratio well above the 2019 regulatory
requirement. Our capital ratios further strengthened
following the completion of the private share placement
to SMBC.

At the end of December 2015, our Common Equity Tier
1 capital ratio stood at 12.2%. The decline in the second
half of 2015 followed a regular review of our risk model,
and our decision to maintain a more prudent approach
given the current economic uncertainties.

Looking at the year ahead, we do not expect a material
improvement in the business environment. As such,
proactive cost control remains a top priority.

We have instituted a headcount freeze across the Bank
Group, while stepping up training to build a more flexible
and productive workforce.

We are continuing to drive improvement of basic systems
and processes. Already, we have improved back-office
efficiency in Hong Kong by more than 30% during the
past three years. Our digital branch initiative will yield
further improvements in 2016 and beyond.
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CHAIRMAN'S STATEMENT (CONTINUED)

We have accelerated the second phase of our Mainland
branch review in order to further enhance outlet
productivity. We anticipate that some sub-branches on
the Mainland will merge in 2016 as a result.

At the same time, we are focussing on a number of
business strategies to drive efficient growth. As a nimble
business with a strong China-Hong Kong-International
connection, we will actively manage cross-border
opportunities as they materialise. We will also further
enhance our wealth management business; optimise our
deposit structure to further lower the cost of funding,
and increase treasury activities by broadening the range
of treasury products we offer.

Asset quality and risk management will continue to be of
great importance for the year ahead. We will proactively
enhance asset quality by continuing our conservative
approach to loan growth, while increasing our resources
and efforts to recover bad loans.

We aim to roll out at least 30 digital branches in Hong
Kong in 2016. By the end of 2016, over 50% of our
branches in Hong Kong will be digitalised. No other bank
in Hong Kong is as ambitious as we are in this area.

We are also collaborating with third-party providers,
including WeBank in China, to capture new digital
banking opportunities.

We won a number of major international awards
during the year under review for our digital and mobile
initiatives, including “Most Innovative Bank of the Year”
and “Channel Innovation” at the prestigious BAI-Infosys
Finacle Global Banking Innovation Awards 2015.

We will continue to review our business portfolio to
ensure that the Bank is best positioned for long-term,
sustainable growth. We aim to complete the sale of
Tung Shing Holdings Company Limited and BEA Wealth
Management Services (Taiwan) in the first half of 2016,
and we have commenced a strategic review of Tricor
Holdings.

Our Bank Group turned in a resilient performance against
a difficult backdrop in 2015. While the challenging
environment is likely to continue for some time, we have
a proven ability to adapt to difficult market conditions.

With our sound capital position, a unigue network
across Hong Kong, the Mainland, and overseas, and our
pioneering digital platform, we are in a strong position to
capture the growth opportunities ahead.

The Group is optimistic on our long-term prospects.
We are fully committed to provide for our customers
and realise our vision to be THE Hong Kong-based bank
serving the needs of Greater China in the 21st century.
We believe that this commitment, combined with
our unique franchise built over the past decades, will
generate substantial value for our shareholders for many
years to come.

In closing, | take great pleasure in thanking our Bank’s
Board of Directors and the directors of our subsidiaries
and associated companies for their support and invaluable
advice during the past year. | also thank the management
and staff of BEA for their commitment, and | look forward
to further progress in achieving our strategic goals during
the coming year.

The support of the directors and managements of our
overseas banking partners is invaluable, and | am very
grateful to them for their close cooperation with us. |
also extend my grateful thanks to our shareholders and
customers for their long-standing loyalty and confidence
in this Bank.

David LI Kwok-po

Chairman & Chief Executive

Hong Kong, 15th February, 2016
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REPORT OF THE CHIEF EXECUTIVE

AND SENIOR MANAGEMENT

FINANCIAL REVIEW

Financial Performance

For the year 2015, the Group’s profit attributable
to owners of the parent stood at HK$5,522 million,
representing a decrease of HK$1,139 million or 17.1%,
compared to the HK$6,661 million earned in 2014. Basic
earnings per share fell from HK$2.72 in 2014 to HK$1.95
in 2015, while return on average assets declined from
0.8% t0 0.6%.

Return on average equity decreased by 3.0 percentage
points from 9.6% to 6.6% due in part to an increase
in the weighted average number of shares in issue as a
result of the subscription of 222,600,000 new ordinary
shares by Sumitomo Mitsui Banking Corporation in
March 2015.

All major Group entities recorded an increase in net
interest income with the exception of BEA China, where
net interest income decreased by HK$1,195 million, or
20.5%, year on year. Overall, Group net interest income
decreased by HK$741 million, or 5.8%, to HK$11,934
million. The Group’s net interest margin narrowed from
1.78% in 2014 to 1.66% in 2015. The net interest
margin at BEA China decreased from 2.20% in 2014 to
1.82% in 2015, largely due to the interest rate cuts made
by the People’s Bank of China and lower asset yields given
BEA China’s reduced risk appetite.

Net fee and commission income decreased slightly to
HK$4,099 million, as compared to the HK$4,146 million
earned in 2014. Commission income from securities,
brokerage, and insurance businesses exhibited strong
growth, while fee and commission income generated
from trade finance, and loans and guarantees declined.
BEA China’s net fee and commission income fell by
HK$180 million, or 19.9% when compared to 2014.

To cater for high demand for Renminbi loans and trade
finance in the first quarter of 2015, the Bank engaged in
funding swaps to sell USD for RMB. An increased loss in
the change in the fair value of the funding swaps had a
negative impact on net trading profits during the first half
of 2015 but tapered in the second half when the funding
swaps terminated upon maturity.

Overall, non-interest income decreased by 7.7% to
HK$5,130 million. Operating income decreased by 6.4%
to HK$17,064 million.

Total operating expenses fell by 1.2% to HK$9,732
million, mainly due to a decrease of HK$386 million in
operating expenses at BEA China and stringent cost-
control measures adopted by the Bank. However, as
operating income decreased more than operating
expenses, the cost-to-income ratio rose from 54.0%
in 2014 to 57.0% in 2015. If the business tax and
surcharges applied to the Bank’s Mainland operations are
excluded from operating expenses, the adjusted cost-to-
income ratio would increase from 50.4% to 53.5%.

Operating profit before impairment losses was HK$7,332
million, a decrease of HK$1,051 million, or 12.5%, when
compared with 2014.

With the worsening economic environment in Mainland
China, impairment losses on loans and advances grew by
106.4% to HK$2,042 million. Individual and collective
impairment losses were up by HK$645 million and
HK$289 million, respectively. As a result, the impaired
loan ratio of the Group rose from 0.62% at the end of
2014 to 1.13% at the end of 2015. At BEA China, the
impaired loan ratio increased from 1.32% to 2.63%,
while at BEA Hong Kong the impaired loan ratio rose
from 0.21% t0 0.34%.

Operating profit after impairment losses was HK$5,273
million, a decrease of 28.6% or HK$2,109 million.

Net profit on the sale of available-for-sale financial assets
increased to HK$257 million, including net profit of
HK$146 million on the disposal of the Bank’s stake in a
property development and management joint venture in
Mainland China.

Valuation gains on investment properties increased to
HK$549 million. The major contribution came from
investment properties in Hong Kong, reflecting the quality
of the investment properties and their prime locations.

The Bank also recorded a net profit on disposal of fixed
assets of HK$109 million, mainly related to the sale of a
property located in Hong Kong.

The Group shared after-tax profits from associates of
HK$558 million, a decrease of HK$87 million, or 13.5%
over 2014, mainly due to the weaker performance of a
Malaysia-based associate in 2015.

After accounting for income taxes, profit after taxation
fell to HK$5,638 million, a decrease of 16.8% compared
to the HK$6,774 million recorded in 2014.
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REPORT OF THE CHIEF EXECUTIVE AND SENIOR MANAGEMENT (CONTINUED)

Financial Position

Total consolidated assets of the Group stood at
HK$781,364 million at the end of 2015, a decrease of
1.8% over the HK$795,891 million at the end of 2014.

Since loan demand in Hong Kong and Mainland China
remained sluggish in 2015, gross advances to customers
dropped by 0.4% to HK$441,506 million.

Trade bills fell by 67.8% to HK$19,532 million, mainly
due to a significant contraction in cross-border trade
business.

Total equity increased to HK$85,641 million, up 16.6%,
mainly due to the subscription of new ordinary shares by
SMBC for HK$6.6 billion and the issuance of Additional
Tier One Capital Instruments for US$650 million.

The primary objective of the Group’s funding activities
is to ensure the sufficiency of funds at reasonable costs
to fund loans and advances, as well as to generate
reasonable returns from available funds. The principal
funding sources of the Group comprise internally
generated capital, deposits from customers, and
certificates of deposit.

Total deposits from customers fell by 1.4% compared
to the end of 2014, to HK$540,743 million. Of the
total, demand deposits and current account balances
increased by HK$6,134 million, or 9.1%; savings
deposits increased by HK$12,550 million, or 12.5%; and
time deposits decreased by HK$26,125 million, or 6.9%.
Total deposit funds, comprising deposits from customers
and all certificates of deposit issued, fell by 2.5% to
HK$578,020 million.

The loan-to-deposit ratio was 76.4% at the end of
December 2015, compared to 74.8% at the end of 2014.

The Group maintained comfortable capital adequacy
and liquidity positions at the end of 2015. The total
capital ratio, tier 1 ratio, and common equity tier 1 ratio
were 17.2%, 13.7%, and 12.2%, respectively as at 31st
December, 2015, which should adequately support the
Group’s growth in the coming years. The average liquidity
coverage ratio was 137.0%, which was well above the
statutory limit of 60% for 2015.

RATINGS

Standard & Poor’s

The Bank of East Asia, Limited

Long-term Counterparty Credit A
(local and foreign currency)

Short-term Counterparty Credit A-1
(local and foreign currency)

Outlook Negative

The Bank of East Asia (China) Limited

Long-term Counterparty Credit A
(local and foreign currency)

Short-term Counterparty Credit A-1
(local and foreign currency)

Outlook Negative

Moody’s Investor Service

The Bank of East Asia, Limited

Long-term Bank Deposit A2
(local and foreign currency)

Short-term Bank Deposit Prime-1
(local and foreign currency)

Outlook Negative
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MAJOR RECOGNITION T E4SE 4815

The Bank of East Asia, Limited HIR{TERA T

1 “Quamnet Outstanding Enterprise Award 2014 — Outstanding SME
Service Provider (Bank)” (for the second consecutive year)
- Quam (H.K.) Limited

[FEEPRLAHBREAREL2014 — FEHF/ N ERGHE
(8R77)] GEAESF 2 F )
- EEME (BE) BRAF]

2 "Outstanding Corporate Banking Services Award 2014" (for the
second consecutive year)
- Wen Wei Po

[2014 SFZHRHBRIRITEGE | GREFE 2 FER)
- (XE#R)

3 “Outstanding Import and Export Industry Partner Award” (for the
second consecutive year)
- The Hong Kong Chinese Importers’ & Exporters’ Association

EHDREAERH AR GEESR 2 FELR)
- BEFELAOBGE

4  "2015 Best SME's Partner Award” (for the eighth consecutive year)
- The Hong Kong General Chamber of Small and Medium Business

[2015 F/NMEERERIER | GEESE 8 F L)
- BB IR EEE

5  “Outstanding Regional Private Bank — North Asia 2015”
- Private Banker International

[2015 B EEHFLASRIT — dben[: | 82

- Private Banker International

6  "Best Retail Banking Branch Innovation” in the International
Excellence in Retail Financial Services Awards 2015
- The Asian Banker

[BERBETESRMBREAE] 2 [2015 FRETERTT
DITRIFTE
- (ZMRITHD #et

7  "Most Innovative Bank of the Year” and “Channel Innovation”
awards in the Global Banking Innovation Awards
- BAIl Infosys Finacle

[B2HRITAIARE | 2 [FEZAIFRTE] & [RER]
Eipd
- BAIl Infosys Finacle

8 BENCHMARK Wealth Management Awards 2015 “Best-in-Class in
Customer Engagement Award (Banking)” and “Brand of the Year
Award (Banking)”

- BENCHMARK Magazine

[2015KHE1R) B E B AL | 2 [BARF2 AR (RITH)
— RE&ER] R [FEMRE (RITR) — AGEKER]
- (F51%) Ftas

9 “The Best Youth Program Launched in 2014 in Hong Kong —
i-Titanium Card”, “The New Contactless Card Launched in 2014 in
Hong Kong — i-Titanium Card”, “The Highest Market Share in 2014
Contactless Cardholder Spending in Hong Kong”, “The Highest
Number Transaction Tap in Contactless in 2014 in Hong Kong”

- MasterCard Worldwide

The Bank of East Asia (China) Limited 3RZE$E1T (FE) BRA T

10 “Best Bank in Trade Finance Products Innovation” in the China Trade
Finance Excellence Award Programme
- China Banking Association

2014 EER B R KEFEARFER FHEE (-Titanium
R) |- [2014 FEFBEHHEHZENEAR (-Titanium
T RO4EEFEREREXERREERSMIHE
BEIRNROAFEEERESREARZHUE ]

- BEERER AR

TEEZCREETE —[RERFSRERE
- FEIRITRIGE

I ERTT

11 “Best Special Trade Finance Bank” in “The 4th (2014) Most Trusted
Financial Service Providers by Foreign Trade & Economic Enterprises
in China” campaign
- Trade Finance Magazine, www.sinotf.com

SEfE (2014FF) FEIMEBECERERNS RS
BRBRHE — [REREE SRR
- BN THES2EH
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12 “Best Structured Wealth Management Products” in China Best
Wealth Management Institutions Selection 2015
- Securities Times
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2015 P EIRES EEEMEE — [T BEREGELR
TR Em |
- (GEZEFH)

13 “2015 The Best Earnings Performance Foreign Bank” in 2015
Golden-shell Award of China
- 21st Century Business Herald

2015 EEEEES B RFEF [2015 HERFZRIRID
BIRTT]
- (21 HAAEERE )

14 “2015 Best Cross-border Services Foreign Bank” in the 6th Golden
Tripod Awards
- National Business Daily

ENE [ 2 /8] — 2015 FEREEERBINERTT
- (BHEEHE)

15 “2015 Banking Excellence in Building a Competitive Brand”
- China Business Journal

[2015 S HFRF R R IRTT
- (PETAEE )

Blue Cross (Asia-Pacific) Insurance Limited B+ (TKX) REBERD T

16 “The 15th Capital Outstanding Enterprise Awards — Medical and
General Insurance” (for the fourth consecutive year)

(%15 BENGEHBEARE — GHHBER—RRRE ]
(GEBFE4FES)

- CAPITAL Magazine - (EAHE)
17 “The Most Favourite Travel Insurance Company Award 2015" (for [2015 R ECIIRBERR A 7] ) GEESE 11 FHESE)
the eleventh consecutive year) - (FTREG) #a%

- Weekend Weekly Magazine

Credit Gain Finance Company Limited ‘BZHKER Q7

18 “Metro Awards for Banking and Finance Corporations 2015 — The
Best Brand in Loans” (for the fourth consecutive year)

[# A IRTT R e MRS EER 2015 — KECEYH
BRS ) BB 4 F1EHE)

- Metro PROSPERITY Magazine - (ESmER ) R

19 “Capital Weekly Service Awards 2015 — Finance Service” (for the — [2015EARNSERBALE | — [(EEHBRBE AL | (GEE
third consecutive year) F3FRELR)
- Capital Weekly Magazine - (BXZH)

Tricor Group £={E&ME

20 SME 100 Awards 2015 — Malaysia‘s Top Ten Fast Moving Companies
in Professional and Business Services
- Business Media International

[/ NELDZEREE2015] — [ KRBT AREEREE] (F
FHEEEREHE)
- BRI EEE

BEA Union Investment Management Limited REBKEREEEFR AR

21 “The Asset Benchmark Research 2015 — One of the Top Investment
Houses in Asian G3 Bonds”

2015 FEPFEREEME | — [FMGEEFRERER
Alz—]

- The Asset - (&)

22 “Best Bond Fund, Asia Pacific, Local Currency” (for the 3-year [(RETAKBRELSES (R EE) ] (FRE IR Y I ME
performance of the BEA Union Investment Asian Bond and Currency FREBESBEIFES)
Fund) - [BiRE S & EFLE2015]

- Lipper Fund Awards Programme 2015 Hong Kong
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BUSINESS REVIEW

The global economy turned in another mixed performance
in 2015. While the United States continues to grow slowly
but steadily, performance in China, Japan, and Europe
was disappointing. With weak external demand, Hong
Kong’s exports fell by 1.8% in 2015.

Tourist spending slowed, ending the strong run in recent
years. Retail sales recorded a 3.7% year-on-year decline
in 2015.

Residential property prices climbed by 2.5% during the
year under review. However, the market showed signs of
weakness in the fourth quarter, with a decrease in the
number of transactions and a fall in prices.

Unemployment hovered at 3.3% throughout the year.
Overall, Hong Kong's economy expanded at a moderate
pace of 2.5% in the first three quarters.

On the Mainland, the export sector remained weak in the
face of slack demand from Europe and the slowdown in
emerging markets in 2015. Meanwhile, rising production
costs in China have encouraged buyers to shift export
orders to other countries. Investment growth also
moderated, as China slowed the pace of credit expansion
to address excess leverage in the economy. Slowing
growth also dragged down consumer spending, creating
headwinds for many domestic companies. The central
bank lowered the lending rate and the deposit reserve
ratio to provide relief.

Looking ahead to 2016, while the pace of economic
recovery in the US is expected to remain steady, the
economies of Europe and Japan will continue to struggle.
There are also concerns about the impact of US interest
rate hikes on emerging economies. As a consequence,
China’s export growth is projected to remain flat in 2016.

Policies designed to restrain investment will remain in
place, as part of efforts to address structural imbalances in
the economy. However, with consumer demand expected
to remain lacklustre, the Government will attempt to
prevent economic growth from falling too fast. One or
two interest rate reductions are expected in 2016, while
the deposit reserve ratio may be reduced by a further 150
basis points.

Overall, China’s economy is likely to grow by 6.7% in
2016, with inflation remaining low at 1.5%. In Hong
Kong, meanwhile, gross domestic product is forecast to
grow by 1.5%, while inflation will soften to 1.6%.

Business — Hong Kong

As at 31st December, 2015, the aggregate value of all
customer loans and trade bills of BEA in Hong Kong was
11.7% lower than at the same point in the previous year,
primarily due to the run off in trade bills. Customer loans
were flat for the year. Debt investments increased by 8.1%
during the year, while customer deposits declined slightly
by 0.5%.

Corporate and Commercial Banking

The Bank’s corporate banking operations have been
impacted by the economic situation on the Mainland.
Consecutive rate cuts, ample onshore liquidity, and
the depreciating RMB have reduced the volume of
cross-border business and increased the rate of loan
repayments. This has also intensified competition in
the local corporate loan market and pressured net
interest margins.

Against this backdrop, corporate banking recorded a
gain in net interest income, but a decline in net fee and
commission income. Demand for cross-border trade bills
dropped and is expected to remain weak, as the benefits
of borrowing offshore recede.

The corporate loan and trade bills portfolio was therefore
down at the end of 2015 when compared to the position
at the end of the previous year. The Bank has promoted
other forms of cross-border loans to replenish the
portfolio, but has remained prudent when extending
loans and refused to sacrifice quality for growth.
Therefore, while corporate banking’s impaired loan ratio
has edged upwards, it is still at a low level.

Meanwhile, the local syndicated loan market has been
stable, with steady demand from property developers
seeking to finance land acquisitions, and from blue-chips
engaging in regular refinancing activity. The secondary
loan market has also become more active, as some
foreign banks offload their loan portfolios. BEA is alert to
opportunities arising from these trends and will strive to
expand its market share.

At the same time, the Bank is exploring potential business
with quality, credit-worthy customers in China‘s new free
trade zones. With good connections and an extensive
network in China, BEA is well positioned to benefit from
financial deregulation, policy relaxation, and the New Silk
Road initiative in the longer run.
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Retail Banking

Hong Kong personal banking operations recorded a
positive performance in 2015, with total operating
income growing by 5.7% driven by increases in net
interest income and net fee and commission income.
Sales of investment products mirrored the markets
through the year, with a strong first half but weak second
half as volatility sapped demand. Related commission
income recorded single-digit growth for the year.
Meanwhile, sales of insurance products enjoyed stable
growth throughout 2015.

Efforts to secure diversified and stable funding through
retail channels continued to yield good results. With
double-digit growth in the Bank’s major all-in-one
accounts — SupremeGold, Supreme, and CorporatePlus —
average daily retail current and savings account balances
in Hong Kong rose by 11.4% compared to the previous
year. This effort was aided by the successful acquisition
of PrimeCredit’'s mortgage loan portfolio in May 2015,
which not only increased the Bank’s mortgage portfolio
but also brought in a large base of new-to-bank
customers. The majority chose to open a BEA account to
service their mortgage.

The Bank’s long-term vision is to provide innovative
services to satisfy demand for efficiency and convenience,
thereby attracting new customers and encouraging them
to use BEA as their main banking partner.

New digital branches and SupremeGold centres have
been opened in prime locations to appeal to a broader
range of clients. At the same time, a large-scale branch
transformation project is in progress. The Bank's award-
winning digital devices and straight-through, paperless
operations are being rolled out across the existing branch
network, aiming to increase efficiency, reduce waiting
times, and allow staff to focus more exclusively on
customer service.

In December 2015, the Bank opened its
Innovation Centre at BEA Tower, which
provides staff members with a working

environment conducive to free thinking and
the development of innovative solutions.
20156 12 A+ SRR BIRITH OB RIHT
FOIERRRA - RETREEMEE B #
WIIERE ZREFES

In addition, a number of mobile and internet banking
features were launched during the year, including a
market-first cardless ATM withdrawal service and a
revamped mobile application with new shopping and
payment functions. Together, these initiatives aim
to increase brand loyalty by improving the customer
experience at every touchpoint.

Wealth Management

Private Banking recorded strong results in 2015, driven by
vibrant stock market activity in the first half of the year.
While sentiment weakened in the second half following
unfavourable growth in China and the devaluation of
the RMB, operating income for the year as a whole
increased by 26.8% with double digit growth in both
net interest income and net fee and commission income.
However, assets under management were flat for the
year, while customer loans dropped, both as a result of
the unwinding of offshore RMB leveraged trades.

As part of the Bank's overall digitalisation initiative,
advanced technology is being implemented to enhance
clients’ experience with Private Banking. Digital solutions
including portfolio analysis tools for sales staff and a
designated Cyberbanking service for Private Banking
customers will be launched in 2016.

Looking further ahead, prospects remain bright for cross-
border wealth management services, notwithstanding the
economic slowdown on the Mainland. High-net-worth
individuals in China are looking to Hong Kong as a reliable
centre to manage their wealth, and have responded well
to BEA's holistic wealth management platform.

The proportion of Private Banking’s AUM from Mainland
clients rose to 36.8% at the end of 2015, from 28.4% the
year before, while the related share of income increased
from 37.6% to 41.5% over the same period. BEA will
continue to increase its coverage on the Mainland,
leveraging its network, reputation, and capabilities to
claim a leading position in the market.
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Insurance and MPF Services

The Group’s insurance and Mandatory Provident Fund
businesses operate in an evolving market environment.
With Hong Kong’s population aging and medical costs
rising, demand for products that support retirement
goals and medical protection has increased significantly.
The Bank has acted proactively to match these trends,
and has shaped its offerings to provide ideal coverage to
customers. As a result, a range of business lines recorded
positive results for the year.

BEA Life Limited, the Bank’s wholly-owned life insurance
arm, continued to report good top line growth in 2015.
Income from new premiums increased by 16.1% year on
year, primarily due to strong sales of short-term savings
products. However, in view of the growing need for
retirement protection in Hong Kong, the Bank will focus
more intently on promoting longer-term savings and
annuity products going forward.

While most players reduced premiums to gain greater
market share in the group medical insurance sector
before the anticipated launch of the government’s
healthcare reforms, Blue Cross (Asia-Pacific) Insurance
Limited, BEA's wholly-owned general insurance arm,
focused on retaining customers while maintaining
reasonable margins.

Blue Cross marketed enhanced group medical plans to
its corporate customers, providing insured employees
the option to top up existing benefits and maintain
medical coverage after leaving their employers. As a result
of its ability to identify opportunities amidst a highly
competitive market environment, Blue Cross increased
its premium income by 9.9% year on year. Looking
ahead, Blue Cross will make more insurance products and
services available online, learning from the experience of
its growing success in online travel insurance sales.

Total membership in BEA's MPF schemes grew by 5.4%
year on year to 636,800 at the end of 2015, while AUM
increased to HK$19.2 billion. BEA has ensured that
management fees for its funds are competitive. Two
thirds of the constituent funds under the three BEA MPF
schemes are now classified as ”low-fee funds”, according
to the Mandatory Provident Fund Schemes Authority’s
criteria. The schemes’ latest average fund expense ratio
was 1.34%, well below the MPF industry average.

By the end of 2016, the government is expected to
launch the Default Investment Strategy, which will
impose a fee cap of 0.75% of the net asset value on
designated constituent funds. This is expected to put
the management fees of other constituent funds under
further pressure. To address this challenge, BEA's on-
going cost control efforts will continue and administrative
processes will be further streamlined to improve overall
efficiency and maximise productivity.

Broking Operations

The stock market in Hong Kong experienced unprecedented
volatility in 2015. The Hang Seng Index breached the
28,000-level during the second quarter in a liquidity-
driven market rally in both the Hong Kong and Mainland
stock markets.

However, the buying spree lost steam abruptly after the
Chinese regulator tightened rules over margin trading.
An unexpected devaluation of the RMB in August, weak
Mainland GDP and trade performance, and capital
outflows amid expectation of an imminent rise in US
interest rates deepened market selling pressure in the
second half of 2015. The Hong Kong and Mainland stock
markets reversed earlier fortunes and ended the year
among the worst-performing markets worldwide. Despite
these conditions, BEA's broking operations benefitted
from higher average daily turnover on the Stock Exchange
of Hong Kong, reporting growth of 31% in turnover and
113% in pre-tax profit.

The outlook for 2016 remains challenging, as the
future pace of US rate hikes and concerns over further
depreciation in the RMB continue to dampen sentiment.
In the coming year, the Bank will continue to rationalise
its broking operations to improve profitability and
upgrade its mobile trading platform to offer customers
more powerful trading tools over a secure platform.
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Business — Greater China ex-Hong Kong

The operating environment in Mainland China continued
to be extremely challenging in 2015. GDP grew by 6.9%,
the lowest rate in 25 years, while the consumer price
index rose by only 1.4% and the producer price index
contracted by 5.2%. To support the slowing economy, the
PBOC cut interest rates six times from November 2014
and reduced the Regulatory Reserve Requirements by 250
basis points.

The PBOC also took important steps toward full
liberalisation of interest rates. In October — almost two
years after removing the floor on lending rates — the
PBOC removed the ceiling on deposit rates, allowing
banks to freely compete for deposits. In addition, the
PBOC implemented measures to make the RMB exchange
rate more responsive to the market, and allowed onshore
and offshore RMB rates to depreciate against the US
dollar. At the end of the year, the onshore rate was 6.1%
lower than at the start of 2015; meanwhile, the offshore
rate ended the year 5.7% lower. The merits of this
policy were recognised in November, when the RMB was
admitted to the International Monetary Fund’s basket of
Special Drawing Rights currencies.

Advances to customers at BEA China rose by 0.7% to
HK$150,057 million in 2015, with most growth occurring
in the second half of the year. Growth was negatively
affected by the RMB’s depreciation; in RMB terms,
advances to customers rose by 5.5%. Overall, BEA China
has adopted a conservative approach to credit risk by
prioritising large state-owned and private sector clients.

Net interest margin fell by 38 basis points to 1.82%.
Looking ahead, the removal of the ceiling on the loan-to-
deposit ratio and ample system liquidity should help to
reduce funding costs and improve BEA China’s asset and
liability structure.

Net fee and commission income decreased by 19.9%
year on year to HK$725 million, due primarily to curtailed
demand from corporate clients for cross-border trade
finance following the depreciation of the RMB. BEA
China reduced operating expenses by 9.6% year on year
through strict adherence to company policy on controlling
staff and operating costs. Despite these efforts, with the
reduction in operating expenses failing to match the fall
in income, BEA China’s cost-to-income ratio rose by 6.8
percentage points year on year to 62.9%.

Pre-provision operating profit declined 31.8% to
HK$2,151 million. Asset quality deteriorated further in
2015 resulting in a year end non-performing loan ratio
of 2.63%, an increase of 1.31 percentage points as
compared to 2014. As a result, BEA China’s net profit
after tax declined 81.2% year on year to HK$347 million.

BEA China's largest exposure is to the property sector
(both directly and via mortgages), and asset quality in
this area is relatively healthy. Loans to the wholesale and
retail trade, manufacturing, and hotel sectors were the
most vulnerable, reflecting over-capacity, weak external
demand, and the effects of the government’s anti-
corruption campaign.

BEA China took aggressive steps in 2015 to enhance
credit risk management and expedite the recovery
of impaired loans. In the fourth quarter of 2015, it
implemented a new centralised credit management
system to strengthen the overall approval process and
provided better control over credit-related issues. In
addition, the Bank strengthened its special asset recovery
team to ensure early detection of problem loans and
speed up the resolution of impaired assets.

BEA China ended the year with 30 branches and 98 sub-
branches in 44 cities across Mainland China. In 2015,
BEA China opened branches in Nanning, Guangxi, and
Nanchang, Jiangxi.

Going forward, BEA China will continue to focus on
enlarging its customer base, optimising its asset and
liability mix, controlling costs, and developing an internet
finance business. In relation to cost control, BEA China
will launch the second phase of its branch rationalisation
programme to better align service capability to market
need. Up to one quarter of BEA China outlets will be
revamped within the next three years.
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BEA Macau and Taiwan

After several years of rapid growth, the performance
of BEA Macau suffered a setback following the sharp
slowdown in Macau's gaming industry. Asset quality
remained sound but the volume of loans fell by 20.8%
year on year. Going forward, BEA Macau aims to diversify
from the gaming sector by targeting local professionals
and new businesses launching in Henggin and Nansha.
BEA Macau will also look to diversify its deposit base to
increase the proportion of retail deposits.

BEA Taiwan put in a steady performance in 2015, in the
face of a weak economic climate. The main areas of
business included lending to large domestic companies
and fee income. Taiwan Branch worked closely with
BEA China to arrange cross-strait financial packages for
Taiwan-based customers, and also to assist Mainland
borrowers to access cheaper funding sources in Taiwan's
offshore market.

Rationalisation of BEA's Securities Business in
Greater China

BEA entered into an agreement in the fourth quarter
of 2015 to sell its wholly-owned subsidiary, Tung
Shing Holdings Company Limited to SinoPac Securities
(Cayman) Holdings Limited. The Bank also entered into
an agreement with SinoPac Securities Corporation for the
disposal of all issued shares in the Bank’s wholly-owned
subsidiary, BEA Wealth Management Services (Taiwan)
Limited through the merger of BEA Wealth Management
with SinoPac Securities. Both transactions are expected to
be completed in the first half of 2016 pending regulatory
approval.

Business — International

Against the backdrop of a slowing domestic economy and
weakened loan demand across the Asia-Pacific region,
the Bank’s Singapore Branch posted a 12.1% year-on-
year increase in net profit after tax in Singapore dollar
terms for the year under review. This increase is largely
attributable to a further improvement in net interest
margin and decrease in impairment loss.

With cross-border trade with China contracting in 2015,
Singapore Branch shifted its focus to syndicated and
bilateral corporate loans. The Branch also strengthened
its credit monitoring procedures, acting pro-actively to
identify any sub-optimal loan portfolios. Further, the Bank
took advantage of Singapore’s regional financing role to
launch a Singapore dollar-denominated corporate debt
securities investment programme.

Singapore Branch has adapted well to tightened
regulatory requirements, and has already put in place
a robust reporting framework. In addition, efforts to
re-deploy resources internally to improve operational
efficiency and minimise increases in operating expenses
by investing in automation are on track.

Labuan Branch’s profit grew by a healthy 15.7%,
notwithstanding the uncertainties and challenges faced
by Malaysia‘s economy in 2015. Going forward, the
Branch will continue to focus on extending syndicated
loans to customers in Asia and bilateral loans to local
Malaysian corporations. It will also expand its non-interest
income portfolio.

The Bank’s operations in the United Kingdom registered
steady growth in 2015, on the back of sustained demand
for prime UK properties by Asian investors.

While commercial and residential property lending will
continue to be the primary growth driver for BEA's UK
operations in the short to medium term, the Bank will also
strive to diversify its loan portfolio by capturing business
opportunities in corporate syndication and lending to
non-property segments.
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To better align resources for future business growth, the
functional units at branches in the UK were restructured
during the past year. UK branches also took this
opportunity to consolidate business lines and strengthen
control functions.

The Bank’s US operations once again delivered solid
performance in 2015 with 28% growth in loan assets,
driven by the improving domestic economy, low interest
rates, and increasing demand from local and foreign
investors for commercial real estate and syndication
financing. Benefiting from abundant liquidity in the
market, the Bank’s US federal branches were able to
expand funding sources in the local market at relatively
low interest rates. The favourable operating environment,
coupled with effective control of operating expenses,
enabled the Bank’s US operations to post an increase in
net profit, year on year.

Looking ahead, US interest rates are expected to rise
gradually over the coming year. Economic growth will
be moderate, with some momentum in the real estate,
commercial, and industrial sectors. Lenders are also
expected to be active in mergers and acquisitions, and
refinancing deals. However, excess liquidity and fierce
competition for good quality credit opportunities will
compress net interest margins and drive volatility in loan

pricing.

Against this backdrop, the Bank’s US operation will
continue to diversify and enlarge its portfolio, targeting
good quality corporate and syndicated loans. At the same
time, it will expand bilateral credit relationships and club
deals, seeking opportunities in commercial real estate and
other sectors that offer better margins.

Overall, BEA's international operations registered a
3.1% rise in loan assets year on year in 2015. For 2016,
international branches will step up customer referrals and
other forms of collaboration with BEA China, in order
to capture more opportunities to lend to large Chinese
corporations that have outbound investments and
operations.

Other Subsidiaries
Credit Gain Finance Company Limited

Credit Gain Finance Company Limited achieved decent
growth in its loan portfolio in 2015. The Company
leveraged new marketing initiatives and enhanced
products and services to maintain solid momentum in its
consumer finance business. Beyond Hong Kong, Credit
Gain’s operations in China registered solid growth in
sales volume. A new outlet was opened in Chongging in
October, bringing the total number of Credit Gain outlets
on the Mainland to seven, with five located in Shenzhen
and two in Chonggqing.

Tricor Holdings Limited

For a sixth consecutive year, Tricor Holdings reported
record-high revenue, with operating income climbing to
HK$1,201 million. Profit before tax also reached a new
high in 2015 despite rising salaries and other operating
costs, and the negative impact of the strong US dollar on
the earnings of some overseas offices when converted
into Hong Kong dollars.

The demand for Tricor Hong Kong’'s corporate and
compliance services remained strong, while the firm’s
investor services practice successfully secured more share
registration work from newly-listed companies in Hong
Kong than any other share registration services provider.
In addition, Tricor's overseas offices in Japan, Malaysia,
and Thailand recorded significant growth in local currency
revenue in the year under review. However, rising staff
costs and the negative impact of the strong US dollar are
likely to remain challenges in 2016.

In April 2015, Tricor acquired a 25% interest in MBSL
Limited, a reputable outsourced services firm based in
Dublin, Ireland. The joint venture with MBSL has enhanced
the Company’s servicing capabilities in the European
Union and the Eurozone. Meanwhile, in September, Tricor
Malaysia launched a new business incubation centre
service.
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In October, to better serve its clients operating on the
Mainland, Tricor China opened offices in Chengdu and
Guangzhou. The Company also operates offices in Beijing,
Shanghai, and Shenzhen.

In December, Tricor established an office in the Cayman
Islands, currently the most popular offshore jurisdiction
for the listed arms of Chinese and Hong Kong companies
on the Hong Kong Stock Exchange. Tricor Cayman Islands
will provide company secretarial, corporate compliance,
and share registration services to its clients.

With the addition of the above new offices, Tricor now
operates a network covering 36 cities in 19 markets around
the world. While recognising the need to guard against
financial risk during a time of economic uncertainty, Tricor
will continue to pursue new business opportunities that
bring value to the Company and its clients.

BEA Union Investment Management Limited

BEA Union Investment Management Limited recorded
a 4.35% increase in AUM year on year in 2015. This
growth was again mainly due to the Company’s success
in penetrating both the retail and institutional sectors in
Hong Kong and on the Mainland.

In response to the growing demand from retail investors
for mixed asset funds with income features, BEA Union
Investment introduced the BEA Union Investment Asia
Pacific Flexi Allocation Fund in February for distribution in
Hong Kong.

Looking ahead to 2016, BEA Union Investment will
continue to broaden its product offering and capture
opportunities arising from the Hong Kong-China mutual
fund recognition programme.

BEA adopts a wide range of training methods
including off-site team-building and leadership
development programmes.

RG|RITRESTENIFIRE - BEERAE
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Our People

As of 31st December, 2015, the BEA Group employed
13,653 people:

As of 31st As of 31st

December, 2015 December, 2014

Hong Kong 5,993 5,803
Greater China ex-Hong Kong 6,327 6,051
Overseas 1,333 1,249
Total 13,653 13,103

Again this year, BEA focused on attracting and retaining
high calibre talent. The Bank regularly reviews its
remuneration and benefits packages to ensure that they
are competitive in the marketplace, and took steps to
enhance its annual leave policy, professional awards, and
health care benefits during 2015.

In July 2015, the Bank launched a new e-Recruitment
Module to further improve the efficiency of its recruitment
process while reducing costs. The e-Recruitment Module
strengthens BEA's visibility and enhances its image by
enabling the Bank to reach a broader audience.

The Bank encourages staff members to enhance their
skillset through continuous learning. In 2015, the Bank
provided a wide range of in-house training programmes
and encouraged staff members to take advantage of life-
long learning opportunities. Apart from classroom and
web-based training, the Bank also adopted a range of
other training methods including audio broadcasts and in-
branch coaching. In addition, an online leadership library
service allows managers to keep abreast of the latest
business and managerial trends.
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RISK MANAGEMENT & COMPLIANCE

Risk Management Framework

The Group has established an effective risk governance
and management framework in line with the
requirements set out by the HKMA and other regulators.
This framework is built around a structure that enables
the Board and Management to discharge their risk
management-related responsibilities with appropriate
delegation and checks and balances. These responsibilities
include defining risk appetite in accordance with the
Group’s business strategies and objectives, formulating
risk policies that govern the execution of those strategies,
and establishing procedures and limits for the approval,
control, monitoring, and remedy of risks.

The Risk Committee stands at the highest level of the
Group's risk governance structure below the Board. It is
chaired by the Chairman & Chief Executive and includes
two Independent Non-executive Directors and three Non-
executive Directors. The Risk Committee provides direct
oversight of the formulation of institutional risk appetite,
which documents the levels of risk that the Group is
willing to undertake with regard to its financial capacity,
strategic direction, prevailing market conditions, and
regulatory requirements.

The Risk Committee also ensures that the Group’s risk
appetite is reflected in the policies and procedures that
Management adopts to execute its business functions.
Through the Crisis Management Committee, Risk
Management Committee, Credit Committee, Asset and
Liability Management Committee, and Operational Risk
Management Committee at the executive level — and with
overall coordination by the Risk Management Division
— the Risk Committee regularly reviews the Group’s risk
management framework and ensures that all important
risk-related tasks are performed according to established
policies with appropriate resources.

To ensure that roles within the organisation are clearly
defined in regard to risk management, BEA has adopted
a “Three Lines of Defence” risk management structure.
The first line of defence comprises the Bank’s business
units and functional units, which are responsible for the
management of the risks that they incur in the course
of their activities. The Risk Management Division and
Compliance Division provide independent oversight over
the risk takers as the second line of defence. Reporting
directly to the Audit Committee, the Bank’s Internal Audit
Division serves as the third line of defence. The Internal
Audit Division assists the Audit Committee in its oversight
of the Bank’s overall risk management and internal
control systems by conducting periodic reviews to assess
the adequacy of the Bank’s risk management framework,
control, and governance processes as designed by the
first and second lines of defence.

To identify and manage all potential risks in a more
holistic and effective manner, the Bank will implement an
enterprise risk management framework in 2016.

Principal Risks

The Group faces a variety of risks that could affect its
franchise, operations, and financial conditions. The
principal risks include credit risk, interest rate risk, market
risk, liquidity risk, operational risk, reputation risk,
strategic risk, legal risk, money laundering and terrorist
financing risk, and technology risk. Measures have been
formulated and taken to manage and mitigate these risks.
Moreover, the risk factors are taken into consideration
when formulating the Group’s risk appetite statement.
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Risk

Description

Management Measures

Credit

Risk of default by a customer or
counterparty in a transaction, arising
from counterparty risks from loans and
advances and trading activities, and
issuer risks from securities business

Establishment of comprehensive policies, guidelines,
and manuals to set out credit control limits, credit
underwriting criteria, a credit monitoring process, an
internal rating structure, credit recovery procedures
and a provisioning policy

Procedures related to collateral for loans and advances
granted by the Group

Interest rate

Risk of negative impact on the Group’s
earnings or economic value due to
adverse movements in interest rates

Establishment of comprehensive policies, guidelines,
and manuals to set out control limits

In determining the level of interest rate risk,
assessments are made for the levels of re-pricing
risk, basis risk, options risk, and yield curve risk

Market

Risk of adverse price movements arising
from all market risk-sensitive financial
instruments, including debt securities,
foreign exchange contracts, equity, and
derivative instruments, as well as from
structured products

Establishment of comprehensive policies, guidelines,
and manuals to set out control limits

Measurement and monitoring of potential loss due to
adverse price movements and market volatility

Liquidity

Risk of being unable to meet obligations
as they fall due arising from expected
and unexpected current and future cash
flow and collateral needs, or accessing
financial resources at excessive cost

Establishment of comprehensive policies, guidelines,
and manuals to set out control limits and internal
liquidity metrics

Conducting cash flow analysis to monitor funding
needs

Contingency funding plan to clearly stipulate
procedures and mitigating actions required to meet
liquidity needs in crisis situations

Operational

Risk of loss resulting from inadequate
or failed internal processes, people and
systems, or from external events

Establishment of comprehensive policies, guidelines,
and manuals, to set out operational risk incident
reporting, control self-assessment, key risk indicators,
and insurance policies
Business continuity plan in place to prepare for
emergency situations

Reputation

Risk that the Group’s reputation is
damaged by events that result in
negative publicity about the Group's
business practices, conduct, or financial
condition. Such negative publicity,
whether true or not, may impair public
confidence in the Bank Group and may
result in costly litigation or a decline in
customers, business, and/or revenue.

Establishment of various policies, guidelines, manuals,
and codes to ensure compliance with applicable
laws, rules, and regulation, and to ensure that the
Bank Group maintains a high standard of corporate
governance, which in turn helps safeguard and
enhance the Group’s reputation

Formulation of, and adherence to, the Reputation Risk
Management Manual, which outlines a systematic
approach to the management of reputation
risk, including a framework for reputation risk
identification, assessment, monitoring, mitigation,
and control, thereby protecting and enhancing the
reputation of the Bank Group

Establishment of guidelines for swift response to and
management of unexpected incidents
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Risk Description

Management Measures

Strategic Risk of adverse impact on earnings or
capital arising from bad business decisions
or from improper implementation of

good business decisions

- Establishment of comprehensive policies, guidelines,
and manuals, to set out control limits

- Projection of portfolio mix for optimal asset allocation
to diversify risk and achieve returns that are
commensurate with the risks taken

- Projection of the Capital Adequacy Ratio and Internal
Capital Adequacy Assessment Process to assess the
level of capital needed to support the risks that the
Group faces

Legal Risk that unenforceable contracts,
fraud cases, non-compliance with legal
/ regulatory requirements, lawsuits,
or adverse judgments may disrupt
or otherwise negatively affect the
operations or financial conditions of the
Group

- Establishment of comprehensive policies, guidelines,
and manuals

- Provision of appropriate training courses conducted by
qualified internal personnel and / or external lawyers
/ professionals and the issue of regular reminders to
staff members

- Engagement of qualified internal personnel and, when
necessary and appropriate, external lawyers including
counsel and senior counsel for advice

Money Risk arising from using the financial - Group Policy and relevant Guidelines on Anti-Money
laundering services provided by the Group: Laundering and Counter-Terrorist Financing to establish
and terrorist (a) to conceal or disguise the nature the governing principles and minimum standards to
financing or source of proceeds derived from protect Group members and their businesses from
illegal activities; or being used to facilitate money laundering and terrorist
(b) to obscure or disguise links between financing
terrorists/terrorist organisations and - Establishment of Institutional Risk Assessment on
their funding sources, regardless money laundering and terrorist financing to identify,
of whether the funds are from assess, and understand the relevant risk exposure of
legitimate or illegitimate sources. the Group, through individual assessment conducted
Failure to prevent or deter the above- by Group members
mentioned activities may result in fines - Institutional Risk Assessment to derive the residual
and sanctions by regulators or damage risk that the Group is exposed to, after taking into
to the reputation of the Group. consideration the inherent risks identified and the
effectiveness of the existing control measures
Technology Risk of loss resulting from inadequate or - Establishment of a technology risk management

faulty technical processes, people and
computing systems; or unauthorised
access or disruption to technology
resources

framework, supported by comprehensive control
policies, standards, guidelines, and procedures

- Adoption of control measures relating to the security
of internet systems and applications, customer
authentication, risk assessment for new products and
services, and confidentiality and integrity of information

The Group has formulated policies to identify, measure,
monitor, control, and report on the various types of
risk and, where appropriate, to allocate adequate
capital to cover those risks. These policies are reviewed
and enhanced on a regular basis to align with market
changes, statutory requirements, and best practices in risk
management processes.

Stress testing is an integral part of our risk management.
The Group regularly performs stress-tests on the principal
risks, where appropriate, to assess the potential impact
of stressed business conditions (including hypothetical
situations such as a significant economic downturn in
Mainland China and Hong Kong) on the Group’s financial
positions, in particular, capital adequacy, profitability, and
liquidity. Whenever necessary, a prompt management
response will be developed and executed to mitigate
potential impacts.
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Principal Uncertainties

The key uncertainties facing the Group in the coming year and the mitigating measures are set out below:

Uncertainty

Description

Mitigating Measures

Economic
conditions in
the Group’s
major markets

The Group’s major markets are Hong Kong and Mainland

China.

Downturn in economic conditions in the major markets

can adversely affect:

- the financial conditions and repayment ability of
borrowers;

- personal consumption and customer demand for
banking products; and

- collateral values.

The US Federal Reserve’'s December 2015 decision to begin

raising interest rates may impact customers’ debt servicing

ability and property prices. In particular, the timing,

frequency, and magnitude of US rate hikes may increase

uncertainties concerning the pace of global economic

recovery, deflation, and the foreign exchange market.

The business strategies take
into consideration the economic
conditions

Economic trends are closely
monitored

The suitability of risk management
policies and controls are reviewed on
an ongoing basis

Legal and
regulatory
changes

In view of the increasingly complex operating
environment, legal and regulatory requirements are
becoming more stringent, which may impact the Group’s
business strategies, operations, funding, and capital
management.

The Group keeps abreast of legal
and regulatory developments

The Group reviews consultation
papers on new laws and regulations
to assess their impact on the Group.
Where appropriate, the Group will
provide input to the regulators both
directly and through industry groups

External fraud

External fraud has become more sophisticated and may
be more difficult to prevent in a digital environment.

Control measures have been
formulated to detect and prevent
fraud

The control measures will be
reviewed and enhanced on
an ongoing basis, taking into
consideration the causes of the
external fraud incidents and the
changing technological environment

Foreign
exchange rate
movement

A major challenge the Group faces in 2016 is the

persistently strong US dollar. In particular, as the market

expects more interest rate hikes in the US, volatility in

foreign currency markets will increase.

In addition, weakened economic growth in China and

the abrupt devaluation of the RMB in August 2015 and

subsequently have unnerved market sentiment, with some

expecting the RMB to enter a period of high volatility.

Unexpected fluctuations in foreign exchange rates could

affect:

- the value of the Group’s foreign currency position (both
on-balance sheet and off-balance sheet items); and

- the wealth of the Group’s customers and their
repayment ability. In some cases, it will affect
counterparty credit exposure of the derivative
transactions.

The Group closely monitors exchange
rate movements and has laid down
policies to manage currency risk
Regular stress tests are conducted to
assess the impact on profit and loss
and capital adequacy

The Group closely observes market
movements and will scrutinise its
businesses in China and regularly
review the profile of customers with
exposure to China and the RMB
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Certificates of Deposit, Debt Securities
Issued, and Loan Capital

In 2015, BEA issued floating rate certificates of deposit
and debt securities with a face value of HK$1,385 million,
US$290 million and EUR32 million; fixed rate certificates
of deposit and debt securities with a face value of
HK$5,734 million, US$786 million, CNY 1,752 million,
GBP728 million, SGD175 million, EUR85 million and
JPY 15,200 million; and zero coupon certificates of deposit

and debt securities with a face value of HK$3,060 million,
US$3,447 million, CNY6,965 million, GBP399 million
and EUR161 million. The Group redeemed a quantity of
certificates of deposit and debt securities amounting to
HK$88,932 million equivalent upon maturity.

At the end of December 2015, the face value of the
outstanding certificates of deposit and debt securities
issued was equivalent to HK$50,949 million, with a
carrying amount equivalent to HK$50,874 million.

Maturity Profile of Certificates of Deposit and Debt Securities Issued

As at 31st December, 2015
(All expressed in millions of dollars)

Total Year of Maturity
Face Value 2016 2017 2018 2019
Floating Rate
HKD 2,605 2,305 300
usDb 455 405 50
EUR 32 32
Fixed Rate (Note)
HKD 7,965 5,451 1,531 683 300
usDb 1,395 560 800 35
CNY 1,602 1,502 100
GBP 100 100
SGD 225 175 50
EUR 35 35
CHF 100 100
JPY 15,200 15,200
Zero Coupon
HKD 2,572 2,572
usD 1,839 1,839
CNY 1,455 1,200 255
GBP 74 74
Total Certificates of Deposit and Debt Securities
issued in HKD equivalent 50,949 40,578 9,117 954 300

Note:

Associated interest rate swaps have been arranged in order to manage interest rate risk from long-term certificates of deposit and debt securities

issued, if deemed necessary.

At the end of December 2015, the face value of the outstanding loan capital issued was equivalent to HK$16,785 million,

with a carrying amount equivalent to HK$16,996 million.
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Maturity Profile of Loan Capital
As at 31st December, 2015
(All expressed in millions of dollars)

Total Year of Maturity
Face Value 2020 2022 2024
USD (Notes 1 & 2) 1,600 600 500 500
SGD (Note 3) 800 800
Total Loan Capital issued In HKD equivalent 16,785 4,650 8,260 3,875

Notes:

1. The US$500 million loan capital that matures in 2022 will be callable on 4th May, 2017.
2. The US$500 million loan capital that matures in 2024 will be callable on 20th November, 2019.

3. Callable on 13th September, 2017.

Compliance

Compliance is an integral part of the Group’s corporate
governance. BEA is acutely aware of the potential risks
of regulatory non-compliance, which could lead to legal
or regulatory sanctions, supervisory actions or financial
penalties imposed by regulators, financial losses, and/or
the loss of reputation to the Group.

To address the growing compliance requirements, the
compliance function of the Bank, which was upgraded
from a department to a division in April 2015, is charged
with the responsibility of overseeing and mitigating the
compliance risks for the Group, communicating new
regulatory requirements to affected units, delivering
compliance advice for the implementation of relevant
regulations, conducting regulatory compliance reviews
on a risk-based approach, and regularly reporting
compliance matters to the Senior Management. Any
significant anti-money laundering and counter-terrorist
financing issues are also reported to the Risk Committee
and the Board of Directors via the Operational Risk
Management Committee. Through the support of the
Risk and Compliance Function established in the Bank's
business, functional, and operations units and designated
compliance personnel of individual entities, which act as a
first line of defence against regulatory non-compliance, a
comprehensive and efficient compliance risk management
framework is maintained within the Group.

In view of the increasing demand on banks to comply
with new and tighter regulations, including those related
to AML; the Foreign Account Tax Compliance Act of the
United States of America; upcoming legislation on the
implementation of the Common Reporting Standard on
Automatic Exchange of Financial Account Information
in Tax Matters as developed by the Organisation for
Economic Co-operation and Development; as well as
requirements for cross-border business, personal data
protection, insurance and investment sales practices, and
so forth, BEA expects compliance requirements to remain
unavoidably high in the coming years.

David LI Kwok-po

Chairman & Chief Executive

Hong Kong, 15th February, 2016
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Dr. the Hon. Sir David LI Kwok-po

GBM, GBS, OBE, JB MA Cantab. (Economics & Law), Hon. LLD
(Cantab), Hon. DSc. (Imperial), Hon. LLD (Warwick), Hon. DBA
(Edinburgh Napier), Hon. D.Hum.Litt. (Trinity, USA), Hon. LLD (Hong
Kong), Hon. DSocSc (Lingnan), Hon. DLitt (Macquarie), Hon. DSocSc
(CUHK), FCA, FCPA, FCPA (Aust.), FCIB, FHKIB, FBCS, CITP FCIArb,
Officier de I’Ordre de la Couronne, Grand Officer of the Order of
the Star of Italian Solidarity, The Order of the Rising Sun, Gold Rays
with Neck Ribbon, Commandeur dans I'Ordre National de la Légion
d'Honneur

Chairman & Chief Executive, Chairman of the Nomination
Committee and the Risk Committee, and Member of the
Remuneration Committee

Sir David, aged 76, joined the Bank in 1969. He was appointed a
Director in 1977, Chief Executive in 1981, Deputy Chairman in 1995
and Chairman in 1997. Sir David is the Chairman or a Director of
various members of the Bank Group, and he is also the Chairman
or a Member of various committees appointed by the Board.

Sir David is a Member of the Council of the Treasury Markets
Association. He is the Pro-Chancellor of the University of Hong Kong,
an Advisory Committee Member of the Chinese University of Hong
Kong S.H. Ho College, Chairman of the ICAEW Hong Kong Chapter
Advisory Board, an Honorary Fellow of the School of Accountancy,
Central University of Finance and Economics and a Companion of
the Chartered Management Institute. He was a Member of the
Legislative Council of Hong Kong from 1985 to 2012.

Sir David is the Chairman of The Chinese Banks’' Association
Limited. He is the Honorary Chairman of The Chamber of Hong
Kong Listed Companies. Sir David is Vice President of the Council
of the Hong Kong Institute of Bankers, Chairman of the Saint
Joseph's College Foundation Limited and Founding Chairman of The
Friends of Cambridge University in Hong Kong Limited. He is also
an Emeritus Trustee of the Cambridge Foundation and a Trustee
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Emeritus of the Institute for Advanced Study in Princeton. Sir David
is Chairman of the Advisory Board of The Salvation Army, Hong
Kong and Macau Command, Chairman of the Executive Committee
of St. James’ Settlement and he also serves on the Hong Kong Red
Cross Advisory Board. He is a Council Member of the Employers’
Federation of Hong Kong, a Director of the David Li Kwok-po
Charitable Foundation Limited, a Founder Member and an Executive
Committee Member of the Heung Yee Kuk Foundation Limited,
Chairman of The Légion d'Honneur Club Hong Kong Chapter
Association Limited and Chairman of the Executive Committee of
The Marco Polo Society Limited.

Sir David is an Independent Non-executive Director of Guangdong
Investment Limited, The Hong Kong and China Gas Company
Limited, The Hongkong and Shanghai Hotels, Limited, PCCW
Limited, San Miguel Brewery Hong Kong Limited, SCMP Group
Limited and Vitasoy International Holdings Limited. He is also
a Director of Hong Kong Interbank Clearing Limited. He was a
Director of CaixaBank, S.A.N¢" (listed in Spain), a Non-independent
Non-executive Director of AFFIN Holdings Berhad (listed in Malaysia)
and an Independent Non-executive Director of China Overseas Land
& Investment Limited.

Sir David is a Member of the Board of Trustees of the Asia Society
International Council, a Member of the Asia Business Council,
a Member of la Caixa International Advisory Board, Tokai Tokyo
Global Advisory Board, Lafarge International Advisory Board and
the Munich Re Greater China Advisory Board, and Chairman
Emeritus of the Asian Youth Orchestra Board. He serves on the
advisory boards of Federal Reserve Bank of New York’s International
Advisory Committee and Hospital for Special Surgery. Sir David is
the Chairman of the INSEAD North East Asia Council and a Senior
Adviser of Metrobank.

Sir David is the brother of Professor Arthur LI Kwok-cheung, the
nephew of Mr. Eric LI Fook-chuen, the cousin of Mr. Aubrey LI
Kwok-sing and Mr. Stephen Charles LI Kwok-sze, and the father of
Mr. Adrian David LI Man-kiu and Mr. Brian David LI Man-bun.
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Professor Arthur LI Kwok-cheung

GBS, MA, MD, M.B.B.Chir (Cantab), DSc (Hon), DLitt (Hon), Hon
DSc (Med), LLD (Hon), Hon Doc (Soka), FRCS (Eng & Edin), FRACS,
Hon FACS, Hon FRCS (Glasg & 1), Hon FRSM, Hon FPCS, Hon FCSHK,
Hon FRCP (Lond), JP

Deputy Chairman, Non-executive Director and Member of the Risk
Committee

Professor Li, aged 70, was a Director of the Bank (1995-2002) and
was re-appointed a Director in 2008 and was appointed a Deputy
Chairman in 2009.

Professor Li is a Member of the Executive Council of the Hong Kong
Special Administrative Region (he was also a Member during 2002
to June 2007). He is also a Member of the National Committee of
the Chinese People’s Political Consultative Conference. Professor Li
is also the Chairman of the Council for Sustainable Development of
the Government of HKSAR and the Chairman of the Council of the
University of Hong Kong.

Professor Li is an Independent Non-executive Director of Shangri-
La Asia Limited and Nature Home Holding Company Limited, and
a Non-executive Director (from May 2010 to December 2014, and
was re-appointed on 20th January, 2016) of BioDiem Ltd. (delisted
from Australian Securities Exchange in November 2013). He was
an Independent Non-executive Director of The Wharf (Holdings)
Limited, a Non-Independent Non-executive Director of AFFIN
Holdings Berhad (listed in Malaysia) and a Director of CaixaBank,
S.A. Ve (listed in Spain).

Professor Li was the Secretary for Education and Manpower of
the Government of HKSAR (2002-June 2007). Before these
appointments, he was the Vice Chancellor of the Chinese University
of Hong Kong (1996-2002) and was the Chairman of Department
of Surgery and the Dean of Faculty of Medicine of the Chinese
University of Hong Kong.

Professor Li had held many important positions in various social
service organisations, medical associations, and educational bodies,
including the Education Commission, Committee on Science and
Technology, the Hospital Authority, the Hong Kong Medical Council,
the University Grants Committee, the College of Surgeons of Hong
Kong, and the United Christian Medical Services Board. He was a
Member of the Board of Directors of the Hong Kong Science and
Technology Parks Corporation and the Hong Kong Applied Science
and Technology Research Institute, and Vice President of the
Association of University Presidents of China. He was a Hong Kong
Affairs Adviser to China.

Professor Li is the brother of Dr. the Hon. Sir David LI Kwok-po,
the nephew of Mr. Eric LI Fook-chuen, the cousin of Mr. Aubrey LI
Kwok-sing and Mr. Stephen Charles LI Kwok-sze, and the uncle of
Mr. Adrian David LI Man-kiu and Mr. Brian David LI Man-bun.
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Dr. Allan WONG Chi-yun

GBS, MBE, BSc, MSEE, Hon. DTech, JP

Deputy Chairman, Independent Non-executive Director, Chairman
of the Remuneration Committee, Member of the Audit Committee
and the Nomination Committee

Dr. Wong, aged 65, was appointed a Director in 1995 and a Deputy
Chairman in 2009. He is the Chairman and Group Chief Executive
Officer of VTech Holdings Limited. Dr. Wong is an Independent
Non-executive Director of China-Hongkong Photo Products
Holdings Ltd., Li & Fung Ltd and MTR Corporation Limited.

Dr. Wong holds a Bachelor of Science degree in electrical
engineering from the University of Hong Kong, a Master of Science
degree in electrical and computer engineering from the University
of Wisconsin and an honorary degree of Doctor of Technology from
the Hong Kong Polytechnic University.

Dr. Wong is the nephew of Mr. WONG Chung-hin.
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Mr. WONG Chung-hin

CBE, JP
Independent Non-executive Director and Member of the Audit
Committee

Mr. Wong, aged 82, is a solicitor. He was appointed a Director in
1977. Mr. Wong is the Consultant of PC. Woo & Co. He is also
an Independent Non-executive Director of Power Assets Holdings
Limited and CK Hutchison Holdings Limited. Mr. Wong was an
Independent Non-executive Director of Hutchison Whampoa
Limited (listing withdrawn on 3rd June 2015).

Mr. Wong is the uncle of Dr. Allan WONG Chi-yun.
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Mr. Aubrey LI Kwok-sing

ScB, MBA
Non-executive Director, Member of the Nomination Committee, the
Remuneration Committee and the Risk Committee

Mr. Li, aged 66, was appointed a Director in 1995. He is Chairman
of IAM Holdings (Hong Kong) Limited (formerly known as MCL
Partners Limited) and Chairman of the Advisory Board of MCL
Financial Group Limited, both Hong Kong based investment firms.
Mr. Li possesses extensive experience in the fields of investment
banking, merchant banking and capital markets. He is also an
Independent Non-executive Director of Cafe de Coral Holdings
Limited, China Everbright International Limited, Kunlun Energy
Company Limited, Kowloon Development Co. Ltd, Pokfulam
Development Company Limited, Tai Ping Carpets International
Limited and a Director of AFFIN Bank Berhad.

Mr. Li has an ScB in Civil Engineering from Brown University and a
Master of Business Administration from Columbia University.

Mr. Li is the nephew of Mr. Eric LI Fook-chuen, the cousin of Dr. the
Hon. Sir David LI Kwok-po, Professor Arthur LI Kwok-cheung and
Mr. Stephen Charles LI Kwok-sze, and the uncle of Mr. Adrian David
LI Man-kiu and Mr. Brian David LI Man-bun.
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Mr. Winston LO Yau-lai

SBS, BSc, MSc

Independent Non-executive Director, Chairman of the Audit
Committee, Member of the Nomination Committee, the
Remuneration Committee and the Risk Committee

Mr. Lo, aged 74, was appointed a Director in 2000. He is the
Executive Chairman of Vitasoy International Holdings Limited.

Mr. Lo graduated from the University of lllinois with a Bachelor of
Science degree in Food Science and gained his Master of Science
degree in Food Science from Cornell University.

Mr. Lo is a Director of Ping Ping Investment Company Ltd.

Mr. Lo is a Life Member of the Cornell University Council.
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Tan Sri Dr. KHOO Kay-peng

PSM, DPMJ, KMN, JP Hon. DLitt, Hon. LLD, Hon. Ph.D
Independent Non-executive Director, Member of the Nomination
Committee and the Remuneration Committee

Tan Sri Dr. Khoo, aged 77, was appointed a Director in 2001. Dr.
Khoo is the Chairman and Chief Executive of The MUI Group, a
Malaysia-based corporation with diversified business operations
in the Asia Pacific, the United States of America (“USA") and the
United Kingdom (“UK"). He is the Chairman and Chief Executive
of Malayan United Industries Berhad and MUI Properties Berhad
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(both listed in Malaysia). Dr. Khoo is also a Non-executive Director
and the Chairman of Laura Ashley Holdings plc (listed in London),
the Chairman of Corus Hotels Limited in UK and Pan Malaysian
Industries Berhad (delisted in Malaysia in June 2014). He is also a
Non-executive Director of SCMP Group Limited.

Dr. Khoo is a Trustee of Regent University, Virginia, USA, and a
Board Member of Northwest University, Seattle, USA. He also
serves as a Council Member of the Malaysian-British Business
Council, the Malaysia-China Business Council and the Asia Business
Council. Previously, Dr. Khoo had served as the Chairman of the
Malaysia Tourist Development Corporation (a Government Agency),
the Vice Chairman of Malayan Banking Berhad (Maybank) and a
Trustee of the National Welfare Foundation, Malaysia.
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Mr. Richard LI Tzar-kai

Independent Non-executive Director

Mr. Li, aged 49, was appointed a Director in 2001. Mr. Li is an
Executive Director and the Chairman of PCCW Limited, a global
company headquartered in Hong Kong which holds interests in
telecommunications, media, IT solutions, property development
and investment, and other businesses. He is also the Executive
Chairman and an Executive Director of HKT Limited and HKT
Management Limited, the trustee-manager of the HKT Trust. He
is also the Chairman and Chief Executive of the Pacific Century
Group, an Executive Director and the Chairman of Pacific Century
Premium Developments Limited, the Chairman and an Executive
Director of Singapore-based Pacific Century Regional Developments
Limited (listed in Singapore). Mr. Li is a Member of the Center
for Strategic and International Studies’ International Councillors’
Group in Washington, D.C., and a Member of the Global
Information Infrastructure Commission. Mr. Li was awarded the
Lifetime Achievement Award by the Cable & Satellite Broadcasting
Association of Asia in November 2011.
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Mr. Kenneth LO Chin-ming

MA, BA
Independent Non-executive Director, Member of the Audit
Committee and the Nomination Committee

Mr. Lo, aged 73, was appointed a Director in 2005. Mr. Lo is the
Chairman and Chief Executive Officer of the Industrial Bank of
Taiwan and the Chairman of EverTrust Bank (USA) and the Honorary
Chairman of the Chailease Group. He is also a Director of Taiwan
Cement Corp (listed in Taiwan). He has been with the banking and
finance industry for over 40 years and had abundant experience in
securities, trust, leasing, commercial banking, investment banking
and venture capital. He was the President of Chinatrust Commercial
Bank, the Chairman of IBT Venture Co., the Vice Chairman of China
Trust Bank (USA), the Managing Director of International Bank of
Taipei and a Director of Hua Nan Commercial Bank.

In addition to his highly recognized professional accomplishments,
Mr. Lo is also active in public service. He is the Honorary Chairman
of the Chinese National Association of Industry and Commerce,
Taiwan, the Managing Director of the Bankers Association of the
Republic of China, a Member of Asian Executive Board of the
Sloan School of Management at the Massachusetts Institute of
Technology, and a Member of the National Palace Museum Advisory
Committee and Taipei Fine Arts Museum Advisory Board. He was
the President of Asian Leasing Association, and the Supervisor of
the Bankers Association of the Republic of China.

Mr. Lo holds a B.A. in Economics from National Taiwan University
and an M.A. in Finance from the University of Alabama.
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Mr. Eric LI Fook-chuen

BScEE, MscEE, MBA, FIM

Non-executive Director, Deputy Chairman of the Nomination
Committee, Member of the Remuneration Committee and the Risk
Committee

Mr. Li, aged 86, was appointed a Director in 2006. Mr. Li is
currently the Chairman and Chief Executive Officer of the Kowloon
Dairy Limited. He is an Independent Non-executive Director of Joyce
Boutigue Holdings Limited.

Mr. Li holds a Bachelor of Science Degree in Electrical Engineering
from the University of Arkansas, U.S.A., a Master of Science
Degree in Electrical Engineering from the University of Michigan,
U.S.A., and a Master Degree in Business Administration from the
University of California, U.S.A. He is also a Fellow of the Chartered
Management Institute.

Mr. Li is the uncle of Dr. the Hon. Sir David LI Kwok-po, Professor
Arthur LI Kwok-cheung, Mr. Aubrey LI Kwok-sing and Mr. Stephen
Charles LI Kwok-sze, and the granduncle of Mr. Adrian David LI
Man-kiu and Mr. Brian David LI Man-bun.
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Mr. Stephen Charles LI Kwok-sze

BSc (Hons.), ACA
Non-executive Director

Mr. Li, aged 56, was appointed a Director in 2006. He is a
Member of the Institute of Chartered Accountants in England
and Wales. Mr. Li holds a Bachelor of Science (Hons.) Degree in
Mathematics from King's College, University of London, U.K. He
is a Director of hedge funds based in the UK and the EU and Affin
Hwang Investment Bank Berhad. He has extensive experience in
investment banking, having held senior capital markets positions
with international investment banks in London and Hong Kong.

Mr. Li is the nephew of Mr. Eric LI Fook-chuen, the cousin of Dr. the
Hon. Sir David LI Kwok-po, Professor Arthur LI Kwok-cheung and
Mr. Aubrey LI Kwok-sing, and the uncle of Mr. Adrian David LI Man-
kiu and Mr. Brian David LI Man-bun.
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Mr. William DOO Wai-hoi

BSc, MSc, G.G., Chevalier de la Légion d’Honneur, JP
Independent Non-executive Director and Member of the Audit
Committee

Mr. Doo, aged 71, was appointed a Director in 2008. He is currently
the Vice-chairman and Non-executive Director of New World
Development Company Limited. He is a Non-executive Director
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of Lifestyle International Holdings Limited, an Independent Non-
executive Director of Shanghai Industrial Urban Development Group
Limited and the Chairman and Director of Fung Seng Enterprises
Holdings Limited. He was the Vice-chairman of New World China
Land Limited and the Deputy Chairman of NWS Holdings Limited.

Mr. Doo is a Member of the National Committee of the Twelfth
Chinese People’s Political Consultative Conference. He is a Governor
of the Canadian Chamber of Commerce in Hong Kong and the
Honorary Consul General of the Kingdom of Morocco in Hong
Kong and Macau.

Mr. Doo holds a Degree of Bachelor of Science from the University
of Toronto, Canada and a Master Degree in Science from the
University of California, U.S.A. He also holds a Diploma of
Graduate Gemologist from the Gemologist Institute of America.
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Mr. KUOK Khoon-ean

Independent Non-executive Director and Member of the
Nomination Committee

Mr. Kuok, aged 60, was appointed a Director in 2008. He is the
Chairman of Kuok (Singapore) Limited, a Director of Kerry Group
Limited and Managing Director of Kerry Holdings Limited. He is the
Chairman and Non-executive Director of PACC Offshore Services
Holdings Ltd. and a Non-executive Director of Wilmar International
Limited (both companies are listed in Singapore). He is also a Non-
executive Director (Independent) of IHH Healthcare Berhad (listed in
Malaysia and Singapore).

Mr. Kuok had served as the Chairman of Shangri-La Asia Limited
from April 2008 to August 2013 and remained as a Non-executive
Director till June 2014. He was also Chairman and Executive Director
of SCMP Group Limited from January 1998 to January 2013. He
also served on the Board of The Post Publishing Public Company
Limited from April 1999 to January 2013 and was a Director of
Shangri-La Hotel Public Company Limited from April 2009 to June
2014 (both companies are listed in Thailand).

Mr. Kuok is a graduate in Economics from the Nottingham
University, U.K.
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Mr. Valiant CHEUNG Kin-piu

FCPA, FCA
Independent Non-executive Director, Member of the Audit
Committee, the Remuneration Committee and the Risk Committee

Mr. Cheung, aged 70, was appointed a Director in 2008. He
was a Partner at KPMG, a leading international accounting firm
in Hong Kong, until his retirement in 2001. He has extensive
experience in assurance and corporate finance work, particularly
in trading and manufacturing corporations in Hong Kong and the
PRC. Mr. Cheung is a Fellow Member of the Institute of Chartered
Accountants in England and Wales and the Hong Kong Institute of
Certified Public Accountants.

Mr. Cheung is an Independent Non-executive Director of Vitasoy
International Holdings Limited and Dah Chong Hong Holdings
Limited. He was an Independent Non-executive Director of Pacific
Century Premium Developments Limited.

Mr. Cheung is currently an Independent Non-executive Director,
the Chairman of the Audit Committee and the Chairman of the
Connected Transactions Control Committee of The Bank of East
Asia (China) Limited, a wholly-owned subsidiary of the Bank.
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Dr. Isidro FAINE CASAS

Non-executive Director and Member of the Nomination Committee
Dr. Fainé, aged 73, was appointed a Director in 2009.

Dr. Fainé is the Chairman of the Board of trustees of the
Caixa d’Estalvis i Pensions de Barcelona “la Caixa” Banking
Foundation™t ' (formerly known as Caixa d’Estalvis i Pensions de
Barcelona “la Caixa"”) (hereinafter “la Caixa” Banking Foundation).

Dr. Fainé is the Chairman of the following companies:

(i) CaixaBank, S.AN" is an integrated financial group and listed
on the Spanish Stock Exchange — with a banking business,
insurance activity and investments in international banks — the
leader in retail banking in Spain

(i) Criteria Caixa, S.A. Sociedad Unipersonal®t ' (formerly known
as Criteria CaixaHolding, S.A. Sociedad Unipersonal) is a non-
listed investment company, which manages a controlling
stake in CaixaBank, S.A. and the rest of the "la Caixa”
group shareholdings in strategic sectors, including energy,
infrastructure, services, and real estate

Dr. Fainé currently holds chairmanships and directorships in other
listed companies, where “la Caixa Group” has an interest, as
follows:

(i) Vice Chairman of Telefonica, S.A. (integrated operator in the
telecommunication sector, listed in Spain)

(i) First Vice Chairman of Repsol, S.A. (oil company, listed in Spain)

(iii) Board Member of Banco BPI, S.A. (financial and multi-specialist
group focusing on the banking business, listed in Portugal)

(iv) Board Member of Suez Environnement Company, S.A. (an
expert group in water and waste management, listed in France
and Brussels)

(v) Board Member of Gas Natural SDG, S.A. (Gas Natural Fenosa
is a leading group in the energy sector, pioneering in gas and
electricity integration, listed in Spain)
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Dr. Fainé was Second Vice Chairman of Sociedad General de Aguas
de Barcelona, S.A. He also was a Director of Grupo Financiero
Inbursa, S.A.B. de C.V. (financial and banking group, listed in
Mexico) until 2011. Dr. Faine ceased to be First Vice Chairman of
Abertis Infraestructuras, S.A. as of 17th February, 2015 to remain
as Director of the Company until 15th May, 2015, in which date he
ceased to have any position in Abertis Infraestructuras, S.A.

Dr. Fainé is a Member of the Royal Academy of Economics
and Finance and of the Royal Academy of Doctorate Holders,
Chairman of the Spanish Confederation of Savings Banks (CECA),
Chairman of the European Savings Banks Group (ESBG) and
Deputy Chairman of the World Savings Banks Institute (WSBI). He
is also Chairman of the Spanish Confederation of Directors and
Executives (CEDE), the Spanish Chapter of the Club of Rome and
the Circulo Financiero. Dr. Fainé is also a Member of the Business
Council for Competitiveness (CEC).

Dr. Fainé began his professional banking career as Investment
Manager for Banco Atlantico in 1964, later becoming General
Manager of Banco de Asuncién in Paraguay in 1969. On his return
to Barcelona, he held various managerial posts in financial entities:
Head of Human Resources at Banca Riva y Garcia (1973), CEO of
Banca Jover (1974) and CEO of Banco Unién (1978).

Dr. Fainé joined “la Caixa” and was appointed Deputy Executive
General Manager in 1982. He was appointed CEO in 1999 and
was further appointed Chairman of Caixa d'Estalvis i Pensions de
Barcelona “la Caixa” from June 2007 to June 2014.

Among other academic and professional qualifications, Dr. Fainé
holds a PhD in Economics, an International Senior Managers
Program certificate in Business Administration from Harvard
University, and a Diploma in Executive Management from the IESE
Business School.
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Dr. Peter LEE Ka-kit

GBS, DBA (Hon), JP
Non-executive Director

Dr. Lee, aged 52, was appointed a Director in 2013. Dr. Lee
is @ Member of the Standing Committee of the 12th National
Committee of the Chinese People’s Political Consultative
Conference. He is the Vice Chairman of Henderson Land
Development Company Limited and Henderson Investment Limited,
both of which are listed public companies, as well as Henderson
Development Limited. He is also a Non-executive Director of The
Hong Kong and China Gas Company Limited. He was a Non-
executive Director of Intime Department Store (Group) Company
Limited (now known as Intime Retail (Group) Company Limited).

Dr. Lee has been appointed as a Justice of the Peace by the
Government of the Hong Kong Special Administrative Region and
awarded an Honorary University Fellowship by The University of
Hong Kong since 2009. He was awarded an Honorary Degree of
Doctor of Business Administration by Edinburgh Napier University
in July 2014. He was awarded the Gold Bauhinia Star (GBS) in
2015 by the Government of the Hong Kong Special Administrative
Region. He has been appointed Council Member of Hong Kong
Trade Development Council for two years from 2016. He was
educated in the United Kingdom.
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Mr. Adrian David LI Man-kiu

MA (Cantab), MBA, LPC, JP
Executive Director & Deputy Chief Executive

Mr. Li, aged 42, was appointed a Director in 2014. He first joined
the Bank in 2000 as General Manager & Head of Corporate
Banking Division. In April 2009, he was appointed Deputy Chief
Executive for Hong Kong Business, assisting the Chief Executive in
the overall management and control of the Bank Group. He serves
as a Director of several members of the Bank Group, and sits on
various board committees of the Bank and its Group members.

Mr. Li is currently an Independent Non-executive Director of Sino
Land Company Limited, Tsim Sha Tsui Properties Limited, Sino
Hotels (Holdings) Limited, China State Construction International
Holdings Limited and COSCO Pacific Limited, and is a Non-executive
Director of The Berkeley Group Holdings plc (listed in London). He
also serves as a Member of the International Advisory Board of
Abertis Infraestructuras, S.A. (listed in Spain). He was previously an
Alternate Director of AFFIN Holdings Berhad (listed in Malaysia),
an Alternate Independent Non-executive Director of San Miguel
Brewery Hong Kong Limited and an Independent Non-executive
Director of Shanghai Fosun Pharmaceutical (Group) Co., Ltd (which
is dual listed in Hong Kong and Shanghai).

Mr. Li is a Member of the Guangdong Provincial Committee of the
Chinese People’s Political Consultative Conference, a Member of
the All-China Youth Federation, Deputy Chairman of the Beijing
Youth Federation and a Counsellor of the Hong Kong United Youth
Association. He is a Board Member of The Community Chest of
Hong Kong and a Member of the MPF Industry Schemes Committee
of the Mandatory Provident Fund Schemes Authority. Mr. Li is also
a Trustee of The University of Hong Kong’s occupational retirement
schemes, an Advisory Committee Member of the Hong Kong
Baptist University’s School of Business and a Vice President of The
Hong Kong Institute of Bankers” Council. Furthermore, he serves as
a Member of the Election Committees responsible for electing the
Chief Executive of the HKSAR and deputies of the HKSAR to the
12th National People’s Congress. He also sits on the Judging Panel
of the BAI Global Banking Innovation Awards.
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Mr. Li holds a Master of Management Degree from Kellogg School
of Management, Northwestern University in the US, and a Master
of Arts Degree and Bachelor of Arts Degree in Law from the
University of Cambridge in Britain. He is a Member of The Law
Society of England and Wales, and The Law Society of Hong Kong.

Mr. Li is the son of Dr. the Hon. Sir David LI Kwok-po, the nephew
of Professor Arthur LI Kwok-cheung, Mr. Aubrey LI Kwok-sing and
Mr. Stephen Charles LI Kwok-sze, the grandnephew of Mr. Eric LI
Fook-chuen, and the brother of Mr. Brian David LI Man-bun.
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Mr. Brian David LI Man-bun

MA (Cantab), MBA, FCA, JP
Executive Director & Deputy Chief Executive

Mr. Li, aged 41, was appointed a Director in 2014. He joined the
Bank Group in 2002. He was General Manager & Head of Wealth
Management Division of the Bank from July 2004 to March 2009.
In April 2009, he was appointed Deputy Chief Executive, primarily
responsible for the Bank’s China and international businesses, and
assisting the Chief Executive in the overall management and control
of the Bank Group. He serves as a Director of several members of
the Bank Group, and sits on various board committees of the Bank
and its Group members.

Mr. Li is currently an Independent Non-executive Director of
Towngas China Company Limited, Hopewell Highway Infrastructure
Limited and China Overseas Land & Investment Limited.
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Mr. Li currently holds a number of public and honorary positions,
including being a Member of the Twelfth National Committee of
the Chinese People’s Political Consultative Conference, a Member of
the Advisory Committee of the Securities and Futures Commission
of Hong Kong, Chairman of the Traffic Accident Victims Assistance
Advisory Committee of the Government of Hong Kong Special
Administrative Region ("HKSARG"), a Member of the HKSARG
Small and Medium Enterprises Committee, a Member of the
HKSARG Aviation Development and Three-runway System Advisory
Committee and a Member of Market Development Committee,
Financial Services Development Council of the HKSARG.

He is a Member of the Hong Kong-Europe Business Council,
a Member of the Hong Kong-Taiwan Business Co-operation
Committee, a Member of Asian Financial Forum 2016 Steering
Committee, a Committee Member of the Hong Kong Chapter,
the Institute of Chartered Accountants in England and Wales
(the "ICAEW"), a Member of the Inaugural Financial Consulting
Committee for Authority of Qianhai Shenzhen-Hong Kong Modern
Service Industry Cooperation Zone of Shenzhen, and a Council
Member of The Hong Kong Management Association.

Mr. Li is a Fellow of the Hong Kong Institute of Certified Public
Accountants and a Full Member of the Treasury Markets
Association. Mr. Li is also a Fellow of the ICAEW. He holds an MBA
degree from Stanford University as well as MA and BA degrees from
the University of Cambridge.

Mr. Li is the son of Dr. the Hon. Sir David LI Kwok-po, the nephew
of Professor Arthur LI Kwok-cheung, Mr. Aubrey LI Kwok-sing and
Mr. Stephen Charles LI Kwok-sze, the grandnephew of Mr. Eric LI
Fook-chuen, and the brother of Mr. Adrian David LI Man-kiu.
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Mr. Daryl NG Win-kong

BA, MSc, DHL, JP
Independent Non-executive Director

Mr. Ng, aged 37, was appointed a Director in June 2015. He is
currently an Executive Director of Sino Land Company Limited, Tsim
Sha Tsui Properties Limited and Sino Hotels (Holdings) Limited.

Mr. Ng holds a Bachelor of Arts Degree in Economics, a Master
Degree of Science in Real Estate Development from Columbia
University in New York and an Honorary Doctor of Humane Letters
Degree from Savannah College of Art and Design.

Mr. Ng is a General Committee member of The Chamber of Hong
Kong Listed Companies, a member of the Global Leadership
Council of Columbia University in the City of New York, a member
of the 10th Sichuan Committee of the Chinese People’s Political
Consultative Conference (“CPPCC"), a member of the 12th Beijing
Municipal Committee of the CPPCC, a member of the 10th and
11th Committees of the All-China Youth Federation and the Deputy
Chairman of the Chongging Youth Federation. He is a trustee
member of World Wide Fund for Nature Hong Kong, the Vice
Chairman of Hong Kong United Youth Association, a member of
the Social Welfare Advisory Committee, a member of the Executive
Committee of Hong Kong Sheng Kung Hui Welfare Council Limited,
a member of Friends of Hong Kong Association Limited, a co-opted
member of the Community Care Fund Task Force of Commission
on Poverty, a member of the Council for Sustainable Development,
a member of the Court of the Hong Kong University of Science
and Technology, a member of the Steering Committee on the
Promotion of Electric Vehicles of the Government of Hong Kong
Special Administrative Region and a member of the Council of the
University of Hong Kong. He is a Director of The Community Chest
of Hong Kong, The Real Estate Developers Association of Hong
Kong and Ocean Park Corporation.
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Mr. Masayuki OKU

LL.B, LL.M, the Order of Industrial Service Merit Silver Tower
Non-executive Director

Mr. Oku, aged 71, was appointed a Director in August 2015. He
is Chairman of the Board of Sumitomo Mitsui Financial Group, Inc.
("SMFG", since June 2005) N2 (listed in Japan and USA). He is an
Independent Non-executive Director of Panasonic Corporation, Kao
Corporation, Komatsu Ltd. and Chugai Pharmaceutical Co., Ltd., all
of which are companies listed in Japan. Mr. Oku is also an Auditor
of Nankai Electric Railway Co. Ltd. (listed in Japan).

Mr. Oku began his career in 1968 at The Sumitomo Bank, Limited.
After engaging in the bank’s key acquisitions and investments in
the 1980's, he was transferred to New York and appointed General
Manager of Chicago Branch in 1991. He returned to Tokyo in
1992, assumed the position of General Manager of the Corporate
Planning Department, and was elected as a member of the Board
of Directors of the bank in 1994. In 1999, Mr. Oku was appointed
Secretary General of the Integration Strategy Committee of the
bank, leading its merger process with The Sakura Bank, Limited,
which culminated in the formation of Sumitomo Mitsui Banking
Corporation (“SMBC") Net¢2 in 2001. In 2003, he became Deputy
President of SMBC, heading Corporate Banking and International
Banking Units. In 2005, he was appointed President and CEO of
SMBC and Chairman of the Board of SMFG, the holding company
of SMBC. During his tenure as President and CEO of SMBC, he also
served as Chairman of Japanese Bankers Association in 2007 and
2010. In April 2011, he resigned as President and CEO of SMBC
to devote himself to his duties as Chairman of the Board of SMFG.
Mr. Oku also served as Vice Chairman of Keidanren (Japan Business
Federation) from 2011 to 2015.

Mr. Oku received his Bachelor of Law degree from Kyoto
University in 1968 and his Master of Laws (LL.M) degree from
Michigan Law School in 1975. He was awarded the Order of
Industrial Service Merit Silver Tower by the Government of the
Republic of Korea in 2009.
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Dr. Rita FAN HSU Lai-tai

GBM, GBS, DSocSc, JP
Independent Non-executive Director

Dr. Fan, aged 70, was appointed a Director on 25th February,
2016. She is currently an Independent Non-executive Director of
China Overseas Land & Investment Limited, China Shenhua Energy
Company Limited, COSCO Pacific Limited and China COSCO
Holdings Company Limited.

Dr. Fan is one of Hong Kong’s best-known public figures and has an
outstanding track record of service to the community. Dr. Fan was
appointed to the Legislative Council from 1983 to 1992 and was a
Member of the Executive Council from 1989 to 1992. She became
the President of the Provisional Legislative Council in 1997, and has
since been re-elected as the President of the First, Second and Third
Legislative Council. Her term of office ended on 30th September,
2008. Dr. Fan has served as President of the legislature of the Hong
Kong Special Administrative Region (“HKSAR") for 11 years.

In the lead-up to Hong Kong’s reunification with China, Dr. Fan
played a valuable role as a Member of the Preliminary Working
Committee for the Preparatory Committee for the HKSAR from
1993 to 1995 and of the Preparatory Committee for the HKSAR
from 1995 to 1997. She was elected as a Hong Kong Deputy to
both the Ninth and Tenth sessions of the National People’s Congress
("NPC") between 1998 and 2008. She was also a Member of the
Standing Committee of the Eleventh session of the NPC from 2008
to 2013 and is currently a Member of the Standing Committee of
the Twelfth session of the NPC.

Outside the political arena, Dr. Fan is the Patron of the Hong
Kong Kidney Foundation and the Hong Kong Transplant Sports
Association. She is also the Honorary President of the Hong Kong
Breast Cancer Foundation. She was Chairman of the Board of
Education from 1986 to 1989 and Chairman of the Education
Commission from 1990 to 1992. Dr. Fan was the first female
steward of The Hong Kong Jockey Club.
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After graduating from St. Stephen’s Girls’ College, Dr. Fan studied at

the

University of Hong Kong, and was awarded a Bachelor degree

in Science, and later on, received a Master degree in Social Science.
She also received the Honorary Doctorate in Social Science from

the

University of Hong Kong, the City University of Hong Kong and

The Hong Kong Polytechnic University respectively, and an Honorary
Doctorate in Law from the China University of Political Science and
Law of the People’s Republic of China. Her record of public service
has been acknowledged by the HKSAR Government through the
award of the Gold Bauhinia Star in 1998 and Hong Kong's top
award, the Grand Bauhinia Medal, in 2007.

Note 1

Note 2

Criteria Caixa, S.A. Sociedad Unipersonal (“Criteria Caixa”), which is a
wholly-owned subsidiary of “la Caixa” Banking Foundation, is the controlling
shareholder of CaixaBank, S.A. Each of “la Caixa” Banking Foundation,
Criteria Caixa and CaixaBank, S.A. is a substantial shareholder of the Bank
as defined under the Listing Rules and within the meaning of Part XV of
the Securities and Futures Ordinance, the details of which are disclosed in
the “Interest of Substantial Shareholders and Other Persons” section of the
Report of the Directors. Dr. the Hon. Sir David LI Kwok-po was a director
of CaixaBank, S.A. (from September 2007 to October 2014) and Professor
Arthur LI Kwok-cheung was a director of CaixaBank, S.A. (from November
2014 to December 2015). Dr. Isidro FAINE CASAS is the Chairman of
CaixaBank, S.A. and Criteria Caixa and Chairman of the Board of trustees
of “la Caixa” Banking Foundation. Dr. Fainé owns 0.017% interest in
CaixaBank, S.A. while he is not aware of any of his associates owning any
interest in CaixaBank, S.A. or any of its subsidiaries.

SMFG owns a 100% interest in SMBC. Both SMFG and SMBC are
substantial shareholders of the Bank as defined under the Listing Rules and
within the meaning of Part XV of the Securities and Futures Ordinance, the
details of which are disclosed in the “Interest of Substantial Shareholders
and Other Persons” section of the Report of the Directors. Mr. Oku is the
Chairman of the Board of SMFG.
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SENIOR MANAGEMENT

Mr. Adrian David LI Man-kiu

MA (Cantab), MBA, LPC, JP
Executive Director & Deputy Chief Executive

(Biographical details are set out on page 59)

EEEAR
ZR\AE

MA (Cantab), MBA, LPC, JP
HITEFERFTHRE

a

(EAERHFIRNE 59 ')

Mr. Brian David LI Man-bun

MA (Cantab), MBA, FCA, JP
Executive Director & Deputy Chief Executive

(Biographical details are set out on page 60)
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Mr. Samson LI Kai-cheong

FCCA, CPA, FCIS, FCS, HKSI
Deputy Chief Executive & Chief Investment Officer

Mr. Li, aged 55, joined the Bank in 1987 as Chief Internal Auditor.
He was promoted to Deputy Chief Executive & Chief Investment
Officer in April 2009. Mr. Li is primarily responsible for the Bank’s
investment activities and treasury & broking operations including
treasury markets. He is also a Director of various members of the
Bank Group and a Member of various committees appointed by
the Board.

Mr. Li is a Fellow of The Hong Kong Institute of Chartered Secretaries,
the Institute of Chartered Secretaries & Administrators, and The
Association of Chartered Certified Accountants. In addition, he is an
Associate of the Hong Kong Institute of Certified Public Accountants
and a Member of the Hong Kong Securities and Investment Institute.
Mr. Samson Li received his Professional Diploma in Accountancy from
The Hong Kong Polytechnic University.

THEKE

FCCA, CPA, FCIS, FCS, HKSI
S TR AR I E A

o IRF S5 1987 FNMARITH
BNERFERZ - FA2009F 4 BER A AEITTIR
BEFRERE - ZEAFBEFARITHR
BEE B RELEBEE  BEES
T - T EAEBRZAZHRAGINESEK
ZEAMEEEZAT2RESNES -

FRERBERANELS - HRERHFWE
MITRABREMRBEBHARSHAE
BEREL BEGIHMASELNEERS
kRESeg8  WEABSEIASSHE
EE 3@l



REWRITEMRAT | 2005F 3K | 67

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
EERSEBEEBAENBEAEN (&)

Mr. TONG Hon-shing

BSc, ACIB, FHKIB, FCIS, FCS
Deputy Chief Executive & Chief Operating Officer

Mr. Tong, aged 56, joined the Bank in 1975. He was promoted
to Assistant General Manager in 1995 and to General Manager
in 2000. He was General Manager & Head of Personal Banking
Division from 2001 to March 2009. He was further promoted
to Deputy Chief Executive and Chief Operating Officer in April
2009. Mr. Tong is primarily responsible for strategic planning and
control, operations support, compliance, human resources, and
corporate communications of the Bank. He is also a Director of
various members of the Bank Group and a Member of various
committees appointed by the Board. Mr. Tong is a Fellow of
The Hong Kong Institute of Bankers, The Hong Kong Institute of
Chartered Secretaries and The Institute of Chartered Secretaries &
Administrators as well as an Associate of The Chartered Institute of
Bankers. He holds a BSc from the University of Manchester.
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BOARD OF DIRECTORS

Executive Directors

Dr. the Hon. Sir David LI Kwok-po
(Chairman & Chief Executive)

Mr. Adrian David LI Man-kiu
(Deputy Chief Executive)

Mr. Brian David LI Man-bun
(Deputy Chief Executive)

Non-executive Directors

Professor Arthur LI Kwok-cheung
(Deputy Chairman)

Mr. Aubrey LI Kwok-sing

Mr. Eric LI Fook-chuen

Mr. Stephen Charles LI Kwok-sze

Dr. Isidro FAINE CASAS

Dr. Peter LEE Ka-kit

Mr. Masayuki OKU

Independent Non-executive Directors

Dr. Allan WONG Chi-yun
(Deputy Chairman)

Mr. WONG Chung-hin

Mr. Winston LO Yau-lai

Tan Sri Dr. KHOO Kay-peng

Mr. Richard LI Tzar-kai

Mr. Kenneth LO Chin-ming

Mr. William DOO Wai-hoi

Mr. KUOK Khoon-ean

Mr. Valiant CHEUNG Kin-piu

Mr. Daryl NG Win-kong

Dr. Rita FAN HSU Lai-tai*

SENIOR ADVISORS
Mr. Joseph PANG Yuk-wing

BSSc, MBA, Hon. DSocSc, Hon. Fellow (CUHK), ACIB,

FHKIB, BBS, JP
Mr. CHAN Kay-cheung
FHKIB

Mr. CHAN Tze-ching
BBS, JP

SENIOR MANAGEMENT

Mr. Adrian David LI Man-kiu
MA (Cantab), MBA, LPC, JP
Executive Director & Deputy Chief Executive

Mr. Brian David LI Man-bun
MA (Cantab), MBA, FCA, JP
Executive Director & Deputy Chief Executive

Mr. Samson LI Kai-cheong
FCCA, CPA, FCIS, FCS, HKSI
Deputy Chief Executive & Chief Investment Officer

Mr. TONG Hon-shing
BSc, ACIB, FHKIB, FCIS, FCS
Deputy Chief Executive & Chief Operating Officer

COMPANY SECRETARY

Mr. Alson LAW Chun-tak
FCCA, FCPA, FCIS, FCS

AUDITORS

KPMG
Certified Public Accountants

* Appointed on 25th February, 2016
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CHIEF EXECUTIVE AND SENIOR MANAGEMENT
TRRABEEEEEAS

Mr. Samson LI Mr. Adrian David LI Dr. the Hon. Sir David LI Mr. Brian David LI Mr. TONG Hon-shing
Kai-cheong Man-kiu Kwok-po Man-bun BEHEE
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With more than 240 outlets worldwide, BEA operates an extensive international network covering Hong Kong and the
rest of Greater China, Southeast Asia, the United Kingdom, and the United States.

RL|ITANEBHREE 240 A0S - EANBERBREERE - AhERMME - R - REMER -

HONG KONG BRANCH NETWORK & & 9 1T #4&

S Main Branch @7 Chuk Yuen E New Territories Branches 75 21T
" - © Kai Tak Ching Lon BRERSBA int Ci S
Hong Kong Branches &#& 21T 97ong DJ o ) 5 FastPointCity R
. East Tsim Sha Tsui EN S @ Fanlin =]
S Aberdeen BBT ) . o ’ "
A @ Festival Walk X =3 S HaKwai Chung T
S Admiralty i s Harbour Ci V—_—
a arbour City sy Lingnan Universit EMARE
S BEA Harbour View RIBIRTT SupremeGold Centre 9 Y ’ ) 7
Centre S eh S Ma On Shan Plaza BRILES
S Hoi Yt Road JRE X
Bonham Road waE o1 Tuen foa ARE S Maritime Square FIM
Hong Kong aERRE ) N N
Caine Road B Baptist University j/::% S Metro City Plaza AR A L
S Causeway Bay S S ISQUARE S Park Central HE R
Chai Wan g Jordan 2 Sai Kung [ish=
88 Des Voeux = ET S Kowloon City R S Shatin Plaza YHES
Road West 885k . S
’ S @ Kowloon Station NBEVEE S Sheung Kwai Chung  E3%7
S Happy Valley 5 Elements S Sheung Shui oK
§  Hennessy Road RS S KwunTong EiE Sun Chui Estate R
Kennedy Town BEHI S Laguna City BEAEW Tai Po R
King's Road REE S LokFu £y S Tai Po Plaza KEES
S North Point sl S @ Ma Tau Wei Road BiEEE S  Tai Wai KE
S Quarry Bay RO S MeiFoo Sun Chuen BRI The Chinese University &#&H X
Queen’s Road Central ~ £2/5AEH S Millennium City 5 Blte 2 WA E of Hong Kong RE
S Queen’s Road East EERER S Mongkok T The Hong Kong EEYE
, o Institute of Education 2%
S Shaukiwan BHEE S Mongkok North AL et
S Shek Tona Tui pare o The Hong Kong BEBER
ek Tong Tsui S Olympian City L3 University of Science K2
S Sheung Wan LR Pau Chung Street B and Technology
S Shun Tak Centre =10 S Prince Edward KT O Tin Shui Wai KIKE
Siu Sai Wan AN S San Po Kong Boiprecf Tiu Keng Leng ARH
S Taikoo Shing AR Tai Hang Tung K S Tsuen Wan E
S The University of BAEKE S Telford Plaza BEEE S ©@ Tsuen Wan
Hong Kong . Fou Wah Centre
i \ The Hong Kong BEARBT
S Times Square RS Polytechnic University ~ A£2 Tuen Mun
S Wanchai A S @ Tsim Sha Tsui AybR S @ Tuen Mun
h e Town Plaza
N Tsz Wan Shan BE
Kowloon Branches 135 1T . S Yuen Long 2
S Castle Peak Road BB Waterloo Road mree Yuen Long YOHO MALL TTEAF 2
S Cheung Sha Wan RYE RS S Whampoa Garden R -
Plaza Wong Tai Sin AU Outlying Islands Branches Bt & % 1T
Cheung Sha Wan RYEE S Yaumatei S Cheung Chau &N
Road Silvermine Bay st
Tai O KR
Tung Chung R
) With SupremeGold Centre @ Branch with i-Financial Centre

REBESEHRL DITRA - EREF L



72 | The Bank of East Asia, Limited | Annual Report 2015

CORPORATE GOVERNANCE REPORT

The Bank of East Asia, Limited and its subsidiaries are
committed to maintaining high corporate governance
standards and consider such commitment essential
in balancing the interests of shareholders, customers
and employees; and in upholding accountability and
transparency.

The Bank is constantly looking for ways to enhance the
effectiveness of our corporate governance practices to
ensure that they are in line with the requirements of
relevant rules and regulations.

During the financial year ended 31st December, 2015,
the Bank has complied with all the Code Provisions set
out in the CG Code, except for Code Provision A.2.1 as
explained in section A below. The Bank has also followed
the modules on CG-1 and CG-5.

The Bank has in place a corporate governance framework
which sets out a range of governance principles and
practices to direct and guide the business conducts and
affairs of the Group.

The following chart sets out the corporate governance
structure of the Bank:

Shareholders

Board
Audit Nomination | |Remuneration Risk Other Board
Committee Committee Committee Committee Committees

The Directors of the Bank acknowledged that they are
responsible for the Group’s risk management and internal
control systems and reviewing their effectiveness. Such
systems are designed to manage rather than eliminate the
risk of failure to achieve business objectives, and can only
provide reasonable and not absolute assurance against
material misstatement or loss. The Internal Audit Division
assumes the responsibilities of internal audit functions
of the Bank. During the financial year ended 31st
December, 2015, the Board, through the AC, reviewed
the internal control system of the Bank in every 6 months;
and through the RIC, reviewed the risk management
system of the Bank in every quarter.

A. BOARD OF DIRECTORS
The Board

The Bank is headed by an effective Board which assumes
responsibility for leadership and control of the Bank and is
collectively responsible for promoting the success of the Bank
by directing and supervising the Bank’s affairs. The Board
takes into account the legitimate interests of shareholders,
customers, employees and other relevant stakeholders and
ensures that the Bank operates in a reliable, safe manner
and meets its obligations on an ongoing basis.

The Board is responsible for providing strategic direction
and overseeing effective implementation of pre-
determined objectives by the Management. It delegates
the day-to-day operation and administration of the Bank’s
business to the Management.

The Bank has established a Schedule of Matters Reserved
to the Board for Decision (“Schedule”) to formalise the
matters reserved for the Board's approval and delegation
of power to the Management and Board Committees.
The Schedule will be reviewed periodically to ensure that
it remains appropriate to the Bank’s needs and regulatory
requirements.

The following matters, among others, shall be approved
by the Board:

e Appointments, Removal and Succession Planning of
Directors, Chief Executive, Deputy Chief Executives,
Division Heads, Group Chief Compliance Officer and
Group Chief Auditor of the Bank.

e Financial Reports and Business Plans.
e Matters in relation to corporate governance functions.
e Risk Governance.

e Substantial investment or disposal of Group’s assets
according to the disclosure requirements of the
Listing Rules.

e Public Announcements according to the requirements
of the Listing Rules.

Board Meetings

Board meetings are held at least 4 times a year at
approximately quarterly intervals'. In addition, special
Board meetings are held when necessary. Dates of regular
Board and Committee meetings are scheduled in the
prior year to provide sufficient notice to give all Directors
an opportunity to attend. For special Board meetings,
reasonable notice is given. Board agenda is approved by
the Chairman following consultation with Directors and the

T With effect from 1st January, 2016, the Board has decided to increase its meeting frequency from 4 to at least 5 Board meetings each year.
This will allow for the Board to review key issues more reqularly and effectively. These Board Meetings will be held in January, February, April or

May, August and November.
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Senior Management. All Board meetings involve the active
participation, either in person or through other electronic
means of communication, of a majority of Directors.

Minutes of the meetings of the Board and Board
Committees record in sufficient detail the matters
considered by the Board and the Board Committees,
the decisions reached, including any concerns raised by
Directors or dissenting views expressed. Draft and final
versions of minutes of the meetings of the Board, the
AC, the RC, the NC and the RIC are sent to all Directors

Directors’ attendance records

or respective Board Committee members for their
comment and record within a reasonable period after
the meetings are held.

Minutes of the meetings of the Board, the AC, the
RC and the NC are kept by the Company Secretary
whereas minutes of the meetings of RIC and other
Board Committees (as listed under the subject Board
Committees in section D on page 98) are kept by the
appointed secretary of each Committee.

In 2015, four Board meetings were held with an average attendance rate of 93%. Attendance records of the Directors at
BMs, ACMs, RCM, NCMs, RICMs and AGM held in 2015 are as follows:

Number of meetings attended/held in 2015
BM ACM RCM NCM RICM AGM
Executive Directors:
David LI Kwok-po 4/4 - 11 2/2 4/4 11
(Chairman & Chief Executive)
Adrian David LI Man-kiu 4/4 - - - - 171
(Deputy Chief Executive)
Brian David LI Man-bun 4/4 - - - - 11
(Deputy Chief Executive)
Non-executive Directors:
Arthur LI Kwok-cheung 4/4 - - - 3/4 il
(Deputy Chairman)
Aubrey LI Kwok-sing 4/4 - 01 2/2 4/4 11
Eric LI Fook-chuen 4/4 - 1Al 2/2 4/4 11
Stephen Charles LI Kwok-sze 4/4 - - - - 0/1
Isidro FAINE CASAS 4/4 - - 2/2 - 171
Peter LEE Ka-kit 4/4 - - - - 11
Masayuki OKU' 1/2 - - - - -
Independent Non-executive Directors:
Allan WONG Chi-yun 4/4 3/3 171 2/2 - 171
(Deputy Chairman)
WONG Chung-hin 3/4 2/3 - - - 171
Winston LO Yau-lai 4/4 3/3 11 2/2 4/4 11
KHOO Kay-peng? 4/4 - 11 2/2 - 11
Richard LI Tzar-kai® 4/4 - - - - 11
Kenneth LO Chin-ming 4/4 3/3 - 2/2 - 171
William DOO Wai-hoi 3/4 3/3 - - - 11
KUOK Khoon-ean 2/4 - - 1/2 - 171
Valiant CHEUNG Kin-piu 4/4 3/3 171 - 4/4 171
Daryl NG Win-kong* 2/2 - - - - -
Average attendance rate 93% 94% 86% 94% 96% 94%

Appointed as a Director with effect from 1st August, 2015.

N N

Appointed as a Director with effect from 1st June, 2015.

Appointed as a member of the NC and RC, respectively with effect from 9th January, 2015.
Re-designated as an INED with effect from the conclusion of the 2015 AGM held on 8th May, 2015.
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Chairman and Chief Executive Officer

Code Provision A.2.1 of the CG Code stipulates that
the roles of chairman and chief executive officer should
be separate and should not be performed by the same
individual.

Dr. the Hon. Sir David LI Kwok-po is the Chairman &
Chief Executive of the Bank. The Board considers that
this structure will not impair the balance of power and
authority between the Board and the Management of
the Bank. The division of responsibilities between the
Chairman and the Chief Executive is clearly established
and set out in the job mandate of the Chairman &
Chief Executive. The balance of power and authority is
ensured by the operations of the Board, which comprises
experienced and high calibre individuals and meets
regularly to discuss issues affecting operations of the
Bank. There is a strong independent element in the
composition of the Board. As of 25th February, 2016,
out of the 21 Board members, 11 are INEDs. The Board
believes that the current structure is conducive to strong
and consistent leadership, enabling the Bank to make and
implement decisions promptly and efficiently. The Board
believes that Sir David’s appointment to the posts of
Chairman and Chief Executive is beneficial to the business
prospects and management of the Bank.

The Chairman ensures that all Directors are properly
briefed on issues arising at Board meetings. He promotes
a culture of openness and debate and encourages all
Directors to make a full and active contribution to the
Board’s affairs. He also takes the lead in ensuring that the
Board acts in the best interests of the Bank.

The Chairman also ensures that Directors receive, in a
timely manner, adequate information, which is accurate,
clear, complete and reliable, of the Bank.

During the year, apart from the 4 Board meetings held,
the Chairman, who is also an ED of the Bank, held a
meeting with the NED (including INEDs).

Board composition

The Bank announced on 15th February, 2016 that Mr.
WONG Chung-hin and Mr. Eric LI Fook-chuen have
informed the Bank of their intention to step down from
the Board with effect from the conclusion of the 2016
AGM. Furthermore, Dr. KHOO Kay-peng has informed
the Board that he would not offer himself for re-election
and accordingly will retire as a Director at the conclusion
of the 2016 AGM.

The Bank has appointed Dr. Rita FAN HSU Lai-tai as an
INED with effect from 25th February, 2016.

Following the above Board changes, the overall size of
the Board will be reduced to 18 Directors, including 3
EDs, 6 NEDs and 9 INEDs. Over one-third of the Directors
are INEDs. There is a strong independent element on the
Board that ensures the independence and objectivity of
the decisions of the Board, as well as the thoroughness
and impartiality of the Board’s oversight of the
Management. An updated list of Directors, identifying
their roles and functions at the Bank, is available on the
HKEx's and the Bank’s websites.

The composition of the Board is shown on page 68 under
the Corporate Information. All Directors of the Bank are
expressly identified by categories of EDs, NEDs and INEDs
in all corporate communications that disclose the names
of the Directors.

The Biographies of Directors, including relationships
with members of the Board, Senior Management and
substantial shareholders (as defined in the Listing Rules)
of the Bank, are shown on page 44 to 67 under the
Biographical Details of Directors and Senior Management.

Board Effectiveness

The Board has adopted a Board Succession and Diversity
Policy which defines succession planning and diversity
of the Board. Board appointments are based on merit
and candidates are considered against objective criteria,
having due regard for the benefits of diversity on the
Board, including but not limited to gender, age, cultural
and educational background, ethnicity, professional
experience, skills, knowledge and length of service.

The Board has a balance of skills and experience
appropriate for the requirements of the Bank’s business.
Directors, who come from a variety of different
backgrounds, have a diverse range of business, banking
and professional expertise and bring valuable insight in
particular areas that support the development and growth
of the Bank. Changes to its composition can be managed
without undue disruption.

Responsibilities of Directors

Directors, both collectively and individually, are required
to fulfill fiduciary duties and duties of skill, care and
diligence to a standard commensurate with the standard
established by the Laws of Hong Kong. Every Director
is required to know his responsibilities as a Director of
the Bank and of the conduct, business activities and
development of the Bank. The Terms of Reference of the
Board mandate the responsibilities of the Directors of the
Bank and also include the functions of the NEDs (including
INEDs) as specifically required under Code Provision A.6.2
of the CG Code.

INEDs and other NEDs shall make a positive contribution
to the development of the Bank's strategy and policies
through independent, constructive and informed
comments.
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The Board regularly reviews the contributions required
from a Director to perform his responsibilities to the Bank,
and whether he is spending sufficient time performing
them. It also considers whether Directors, who have
multiple board representations, are able to and have been
devoting sufficient time to discharge their responsibilities
as Directors of the Bank adequately.

The Bank has received confirmation from each Director
that he has spent sufficient time and attention to the
affairs of the Bank during the year 2015. Directors
have also disclosed to the Bank the number and nature
of offices held in Hong Kong or overseas listed public
companies or organisations and other significant
commitments, with the identity of the public companies
or organisations and an indication of the time involved.
Directors are reminded to notify the Company Secretary
in a timely manner any change of such information.

The Bank has adopted the Directors’ Code of Conduct
and Policy on Conflict of Interests (the “Policy”) which
provides guidance to Directors to help them recognise
and deal with ethical issues including the handling of
conflict of interests and fair dealing, and help foster a
culture of honesty and accountability in the best interests
of the Group as well as the shareholders of the Bank. The
Policy also contains a compliance process which requires
declaration by a Director in respect of any (existing or
proposed) contract, arrangement, transaction or other
proposal in which the Director and/or his connected entity
(as defined in section 486 of the Companies Ordinance),
is/are directly/indirectly materially interested. A Director
shall not vote on any resolution approving any contract,
arrangement or transaction in which he and/or his
connected entity has any material interest.

If a Director has a conflict of interest in a matter to be
considered by the Board which the Board has determined
to be material, the matter shall not be dealt with by
way of circulation or by a Committee (except for an
appropriate Board Committee set up for that purpose
pursuant to a resolution passed in a Board meeting) and
a Board meeting shall be held to deal with the specific
matter. INEDs who, and whose associates, have no
material interest in the transaction shall be present at
such Board meeting.

The Bank has established its own code of securities
transactions to be observed by Directors and Chief
Executive, i.e. Policy on Insider Dealing — Directors
and Chief Executive ("Bank’s Policy”) on terms no less
exacting than the required standard set out in Appendix
10 — Model Code for Securities Transactions by Directors
of Listed Issuers (“Model Code”) of the Listing Rules.
Specific enquiries have been made on all Directors of the
Bank. All Directors confirmed that they had complied
with the required standard set out in the Model Code
and the Bank’s Policy at all the applicable times during the
year ended 31st December, 2015.

The Bank has also established a Policy on Insider Dealing —
Group Personnel to be observed by the employees of the
Bank or directors or employees of the Bank's subsidiaries,
in respect of their dealings in the securities of the Bank.

In order to assist the Directors to discharge their duties to
the Group, the Bank’s Policy on Obtaining Independent
Professional Advice by Directors sets out the procedures
to enable the Directors, upon reasonable request, to
seek independent professional advice in appropriate
circumstances, at the Bank’s expense.

Directors & Officers Liability and Company Reimbursement
Insurance has been arranged to indemnify the directors
and officers of the Group against claims made against
them jointly and severally for any wrongful act committed
or alleged to have been committed in their capacity as
directors or officers of the Group.

Induction and continuous development

The Bank strives to ensure that the Directors continue
to develop and enhance their skills to better serve its
stakeholders.

A formal letter of appointment, which includes the
Director’s scope of duties and obligations, is provided to
every new Director of the Bank. The newly appointed
Director also receives an Information Package from
the Company Secretary on the first occasion of his/
her appointment. This Information Package is a
comprehensive, formal and tailored induction on the
responsibilities and on-going obligations to be observed
by a Director. In addition, the Information Package
includes materials on the operations and business of the
Bank. The EDs, Senior Management and the Company
Secretary will subsequently conduct such briefing as is
necessary, to ensure that the Directors have a proper
understanding of the operations and business of the Bank
and that they are aware of their responsibilities under the
laws and applicable regulations.

All Directors of the Bank participate in continuous
professional development to develop and refresh their
knowledge and skills. The Bank will keep Directors
updated on areas, including directors’ duties and
responsibilities, corporate governance and changes in
regulatory requirements, to enable them to properly
discharge their duties. The Bank is responsible for
arranging and funding suitable training for Directors.

During the year, all Directors received updated information
in relation to the following topics:

e New and revised Supervisory Policy Manuals issued by
the HKMA; and

¢ Anti-money Laundering and Counter-Financing of
Terrorism Training for the Directors.

Directors also attended other relevant courses,
conferences and seminars at the Bank’s expense (where
appropriate). All Directors provided to the Bank a record
of training they received in 2015.
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The following summarises key areas of trainingsh°® received by Directors of the Bank during the year 2015:

Corporate
Governance Bank’s
and Risk Regulatory Anti-money | business and Financial
Directors Management Update laundering | management | technology
Executive Directors:
David LI Kwok-po v v 4 v 4
(Chairman & Chief Executive)
Adrian David LI Man-kiu v v v v 4
(Deputy Chief Executive)
Brian David LI Man-bun v v 4 v (%4
(Deputy Chief Executive)
Non-executive Directors:
Arthur LI Kwok-cheung v v v v v
(Deputy Chairman)
Aubrey LI Kwok-sing v v v v v
Eric LI Fook-chuen 4 v 4 4 4
Stephen Charles LI Kwok-sze v v v v v
Isidro FAINE CASAS v v v v v
Peter LEE Ka-kit 4 v 4 4 4
Masayuki OKU v v v 4 -
Independent Non-executive Directors:
Allan WONG Chi-yun v 4 v 4 v
(Deputy Chairman)
WONG Chung-hin v v v 4 v
Winston LO Yau-lai v 4 4 v v
KHOO Kay-peng 4 v 4 4 4
Richard LI Tzar-kai v v v v v
Kenneth LO Chin-ming v v v v v
William DOO Wai-hoi 4 v v v -
KUOK Khoon-ean v v v 4 -
Valiant CHEUNG Kin-piu v v v v v
Daryl NG Win-kong v v v v 4

Note: Attending seminars/conferences; giving speeches, reading articles; and/or reviewing information.

Supply of and access to information

Directors are provided in a timely manner with appropriate
information that enables them to make an informed
decision and to discharge their duties and responsibilities
as Directors of the Bank. To ensure that the Board is well
supported by accurate, complete and timely information,
Directors have unrestricted access to Board papers,
minutes and related materials.

Management is aware that it has an obligation to
supply the Board and Board Committees with adequate
information in a timely manner to enable them to make
informed decisions. The information supplied must be
complete and reliable. The Board and each Director
have separate and independent access to the Senior
Management.

In respect of regular BMs and Board Committee meetings
and so far as practicable in all other cases, an agenda
and accompanying meeting papers are sent in full to the
Directors or respective Committee members in a timely
manner and at least 3 days before the intended date of
the meeting.

Appointments and re-election of Directors

The Bank adopts a nomination procedure in the selection
of new Directors and for the succession of appointments
to the Board. The proposed appointment will first be
reviewed by the NC, taking into account the balance of
skills, knowledge, experience and diversity on the Board.
Candidates to be selected and recommended shall
meet the relevant standards set out in the Listing Rules
and CG-1.
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A candidate who is to be appointed as an INED should
also meet the independence criteria set out in Rule
3.13 of the Listing Rules. Upon recommendation of the
NC, the proposed appointment will be reviewed and, if
thought fit, approved by the Board. According to the
requirement of the Banking Ordinance, prior approval
from the HKMA will also be obtained. Pursuant to the
Articles of Association of the Bank, Directors (including
NEDs and INEDs) are appointed for a term of not more
than approximately three years and on expiration of his
term he shall be deemed a retiring Director and eligible
for re-election. All new Directors appointed by the Board
are subject to re-election by shareholders of the Bank at
the first general meeting after their appointments have
become effective.

The NC conducts annual review of the independence of
INEDs before confirming their independence status to the
Board. The relevant INEDs will abstain from participating
in the assessments of their own independence.
Particular consideration will also be paid in assessing the
independence of those INEDs who have been serving on
the Board for more than 9 years and seeking re-election
in the AGM. Reasons will be given in the AGM Circular
to explain why the Board believes those INEDs are still
independent and should be re-elected.

Nomination Committee

The Bank has established an NC with specific written
Terms of Reference which deal clearly with its authorities
and duties. The Terms of Reference of the NC have
included the specific duties set out in Code provision
A.5.2 of the CG Code, with appropriate modifications
where necessary.

The NC is responsible for recommending to the Board
on relevant matters relating to appointments, re-
appointment, removal and succession planning of
Directors, Chief Executive, Senior Management, Division
Heads, Group Chief Compliance Officer and Group Chief
Auditor of the Bank; defining succession planning and
diversity of the Board and performing evaluation of the
Board performance and Directors’ contribution to the
effectiveness of the Board.

A majority of the members of the NC are INEDs. The
Chairman of NC is David LI Kwok-po and the Deputy
Chairman is Eric LI Fook-chuen. The other members are
Allan WONG Chi-yun, Aubrey LI Kwok-sing, Isidro FAINE
CASAS, Kenneth LO Chin-ming, KUOK Khoon-ean,
Winston LO Yau-lai and KHOO Kay-peng (appointed on
9th January, 2015).

The number of meetings held by the NC and the
attendance of individual members at NCM in 2015 is
recorded on page 74.

The following is a summary of the work performed by the
NC for the year 2015 and up to 25th February, 2016:

e Reviewed the size, structure, composition and diversity
of the Board;

e Reviewed the Procedures for Nomination of Directors
by Shareholders;

e Reviewed the Terms of Reference of the NC;
e Reviewed the Management Succession Policy;
e Reviewed the Management Succession Plans,

e Reviewed the appointments of Daryl NG Win-kong
and Rita FAN HSU Lai-tai as INEDs, and Masayuki OKU
as an NED ;

e Assessed the independence status of current INEDs in
particular that of Allan WONG Chi-yun and Winston
LO Yau-lai who have served the Board for more than
9 years and will seek re-election at the 2016 AGM,;

e Considered re-election of David LI Kwok-po, Allan
WONG Chi-yun, Aubrey LI Kwok-sing, Winston LO
Yau-lai, Stephen Charles LI Kwok-sze, Daryl NG
Win-kong, Masayuki OKU and Rita FAN HSU Lai-
tai as Directors of the Bank to be proposed for
shareholders’ approval at the 2016 AGM,;

e Reviewed the upgrading of the Bank’s Compliance
Department to Compliance Division and the
appointment of the Group Chief Compliance Officer,
General Manager and Head of Compliance Division;

e Reviewed the upgrading of the Bank’s Internal
Audit Department to Internal Audit Division and
the appointment of Group Chief Auditor, General
Manager and Head of Internal Audit Division;

e Reviewed the Board Succession and Diversity Policy
(the “Policy”) including measurable objectives for
implementing the Policy; and

e Reviewed and assessed the evaluation of the Board
performance and Directors’ contribution to the
effectiveness of the Board.

The NC has made available its Terms of Reference, on the
websites of HKEx and the Bank, explaining its role and
the authorities delegated to it by the Board.

The NC is provided with sufficient resources including the
advice of independent professional firms, if necessary, to
discharge its duties.
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Evaluation of the Board and Directors

During the year, the Bank had conducted an evaluation
of the effectiveness of the Board as a whole and
the contributions made by each Director to the
effectiveness of the Board in the form of a questionnaire
to all Directors individually. The evaluation covered
Board structure and composition; Board process and
effectiveness; responsibilities of the Board; and duties
and responsibilities of Directors. The evaluation report
revealed that Board process is effective during the year
2015. All Directors continue to perform effectively and
demonstrate commitment to their roles. The result of the
evaluation had been reviewed by the NC and submitted
to the Board for information.

The Bank will continue to undertake an evaluation of the
performance of the Board and Directors annually.

B. REMUNERATION OF DIRECTORS
AND SENIOR EXECUTIVES

The level and make-up of remuneration
and disclosure — Remuneration Committee

The Bank has established an RC with specific written
Terms of Reference which deal clearly with its authority
and duties. The Terms of Reference of the RC have
included the specific duties set out in Code Provision
B.1.2 of the CG Code, with appropriate modifications
where necessary.

The RC is responsible for making recommendations to the
Board regarding the Bank’s remuneration policy, and for
the formulation and review of the remuneration packages
of the Directors, Chief Executive, Senior Management and
Key Personnel of the Group.

The emoluments payable by the Bank to its Directors
and senior executives are determined taking into
account their role and responsibilities so as to ensure a
fair and competitive remuneration package. The Bank
will also ensure that no Director, Chief Executive or any
of their associates will be involved in deciding his own
remuneration.

A majority of the members of the RC are INEDs. This
Committee is chaired by Allan WONG Chi-yun. The
other members are David LI Kwok-po, Aubrey LI Kwok-
sing, Winston LO Yau-lai, Eric LI Fook-chuen, Valiant
CHEUNG Kin-piu and KHOO Kay-peng (appointed on
9th January, 2015).

The number of meetings held by the RC and the
attendance of individual members at RCM in 2015 is
recorded on page 74.

The following is a summary of work performed by the RC
during and for the year 2015:

e Reviewed the Variable Remuneration for the Chief
Executive, Senior Management and Key Personnel for
2014,

e Reviewed the vesting of Deferred Variable
Remuneration for the Awards of the Year 2011 to
2013;

e Considered Fifth Offer and Grant of share options
under the 2011 Scheme to eligible employees
including Chief Executive, Senior Management and
Division Heads;

e Reviewed the list of Senior Management and other
Key Personnel for 2015;

¢ Reviewed the Remuneration Packages for the Chief
Executive, Senior Management and Key Personnel
for 2015;

e Reviewed the Remuneration Packages for the newly
promoted General Managers;

¢ Reviewed Annual Salary Review for 2015;

e Reviewed Annual Salary Review for 2015 for the Local
Staff of Overseas Branches and Subsidiaries;

e Reviewed the audit on the Bank’'s Remuneration
System;

e Reviewed the Senior Executive Bonus Scheme;
® Reviewed the Terms of Reference of the RC; and
e Reviewed the Remuneration Policy.

The RC has made available its Terms of Reference, on the
websites of the HKEx and the Bank, explaining its role
and the authorities delegated to it by the Board.

The RC is provided with sufficient resources, including the
advice of independent professional firms, if necessary, to
discharge its duties.
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The scales of Director’s fees, and fees for membership of the AC, NC, RC and RIC are outlined below:

Amount per annum

2015

Board of Directors:

Chairman HK$460,000

Deputy Chairman HK$330,000

Other Directors HK$300,000
Audit Committee:

Chairman HK$210,000

Other members HK$120,000
Nomination Committee:

Chairman HK$80,000

Deputy Chairman HK$60,000

Other members HK$50,000
Remuneration Committee:

Chairman HK$80,000

Other members HK$50,000
Risk Committee:

Chairman HK$160,000

Other members HK$100,000

Information relating to the remuneration of each Director for 2015 is set out in Note 21 on the accounts on page 186.

Disclosure of Remuneration Policy

In accordance with the “Guideline on a Sound
Remuneration System” (the “Guideline”) issued by the
HKMA in March 2010 and its revision effective March
2015, the Bank has reviewed and revised its remuneration
policy for employees of the Group, including its overseas
branches and subsidiaries. The remuneration policy covers
all categories of employees, including the 4 described
in paragraph 2.1.1 of the Guideline. The RC, Group
Chief Risk Officer and Group Chief Compliance Officer
annually reviews the Bank’s remuneration policy, including
a reassessment of the principles applied in determining
remuneration packages, as well as the structure and
amount of compensation ultimately awarded.

General Principles

The remuneration policy of the Group promotes effective
risk management, and is designed to encourage employee
behaviour that supports the Group’s business objectives,
long-term financial soundness, risk tolerance, and risk
management framework.

Remuneration Structure

Employee remuneration packages may consist of a
combination of fixed and variable remuneration. The
appropriate proportion of fixed and variable remuneration
shall vary according to an employee’s seniority, role,
responsibilities, and activities within the Group, among
other things.

Fixed remuneration refers to an employee’s annual salary
(including year-end pay), while variable remuneration —
comprising cash bonus payments and/or share options
— is awarded based on the employee’s performance
with a view to better aligning incentives with risk and
longer-term value creation. Variable remuneration, which
is awarded in the form of cash bonus payments and/
or share options, is determined taking into account an
employee’s seniority, role and responsibilities, and the
actual or potential risks that the employee’s activities may
create for the Group and the extent to which they may
affect its overall performance.

Separate bonus schemes apply to risk control personnel,
whose awards are not linked to the performances of the
business units that they oversee.

Employees’ Performance Measurements
and the Award of Variable Remuneration

The RC determines the measures and the corresponding
target levels of the Group’s performance with reference to
corporate goals and objectives at the beginning of each
financial year and when necessary.
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Score-cards comprised of a set of pre-defined and
assessable criteria are used to assess the performance
of individual employees. The criteria are determined
according to the individual’s areas of responsibility, as well
as relevant financial and non-financial factors. To help
ensure a balanced evaluation, a series of compliance and
risk management ratings are also taken into account. The
major types of risks covered are market, credit, interest
rate, liquidity and operational risks. Other risks including
legal, reputation and strategic risks are closely monitored
at bank level by various risk management committees
and adjustment will be made to an individual’s variable
remuneration when appropriate. The award of variable
remuneration to an employee is based on the overall
performance of the Group, as well as the performance of
the relevant business unit, and that individual employee.
Poor performance (either financial or non-financial)
will result in a reduction or elimination of variable
remuneration. Moreover, performance in relation to non-
financial factors, including risk and compliance, forms a
significant part of the employee performance appraisal
exercise, given that poor performance in these areas can
be indicative of significant risks to the Group. Adverse
performance in non-financial factors, where appropriate,
should override outstanding financial achievements.
The overall quality of an employee’s performance - as
opposed to solely his/her financial performance — can
therefore be accurately determined as an integral part of

Total value of remuneration in 2015

the assessment. This ultimately helps mitigate risk to the
Group and ensures the deployment of suitable personnel
based on competence.

Senior Executive Compensation

The RC annually reviews the remuneration packages
of the Chief Executive, Senior Management, and Key
Personnel. The Senior Management consists of the 4
Deputy Chief Executives while Key Personnel includes
15 Division Heads, the Executive Director & Chief
Executive of BEA China, and the Head of Capital Markets
& Liquidity Management Department. In determining
the remuneration packages of the Chief Executive,
Senior Management, and Key Personnel, the RC takes
into account individual performances, performances of
respective divisions and departments, and the Group’s
overall business goals and objectives. In 2015, the Bank
engaged an external consultant, Towers Watson, to
review the remuneration packages of the Division Heads
and the Executive Director & Chief Executive of BEA China
to ensure that their pay positioning and pay level best
reflect their respective scope of work and responsibilities.
The Bank also reviewed and revised the Senior Executive
Bonus Scheme which will take effect from January 2016.

The aggregate payouts for these 22 senior executives for
2015 are shown in the table below in accordance with
the disclosure requirement 3.3 of the Guideline.

Total value of remuneration awards for the current financial year

Deferred
(HK$ Million)

Non-deferred
(HK$ Million)

(i) Chief Executive
Fixed remuneration
e Cash-based
Variable remuneration
e Cash-based
e Share Options

(ii) Senior Management
Fixed remuneration
e Cash-based
Variable remuneration
e Cash-based
e Share Options

(iii) Key Personnel
Fixed remuneration
e Cash-based
Variable remuneration
e Cash-based
¢ Share Options

10.62 -

7.40 0.75
- 10.35

15.37 -

7.07 -
- 13.45

41.70 -

13.73 4.56
- 8.60

Remarks:

(i) For indicative purpose only, the value of share options is calculated based on the fair value of the Bank’s shares on 17th February, 2016.

(i) No guaranteed bonuses, sign-on, or severance payments were made to the Chief Executive, Senior Management, and Key Personnel of the

Group in 2015.
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Total outstanding deferred remuneration in 2015

Performance adjustments
Vested portion Unvested portion to unvested portion

Outstanding deferred during the year 2015 as at the end of 2015 during the year 2015
remuneration (HK$ Million) (HK$ Million) (HK$ Million)
(i) Chief Executive

e Cash-based 7.11 15.34 -

¢ Share Options 8.06 14.37 -
(ii) Senior Management

e Cash-based 2.69 5.90 -

e Share Options 10.48 18.70 -
(iii) Key Personnel

e Cash-based 7.37 14.71 0.81

e Share Options 4.99 9.93 -
Remarks:

(i) The values of share options are calculated based on the fair value on the respective Grant Dates.

(i) The vested cash bonuses and share options relate to the 2011 variable remuneration award granted in 2012 and vested in 2015, the 2012
variable remuneration award granted in 2013 and vested in 2015 and the 2013 variable remuneration award granted in 2014 and vested
in 2015. The total number of share options granted in 2012, 2013 and 2014 are 5,950,000 shares, 5,650,000 shares and 6,100,000 shares

respectively.

(iii) The unvested cash bonuses and share options relate to the 2012, 2013 and 2014 variable remunerations.

(iv) The outstanding deferred remuneration of Key Personnel in 2015 includes the vested and unvested cash bonuses and share options of 3 Key
Personnel who left the Group on 1st January, 2013 and 1st October, 2013 respectively.

Details of the remuneration payable to members of the Senior Management by band are disclosed in Note 22 on the

accounts on page 188.

Deferral Arrangements

The award of variable remuneration to the Chief
Executive, Senior Management, and Key Personnel is
subject to deferment in such a manner as determined
by the RC. In general, the proportion of variable
remuneration which is subject to deferment will increase
in line with the seniority, scope of responsibilities, and
other relevant factors pertinent to the Chief Executive,
Senior Management, and Key Personnel.

The award of deferred remuneration is subject to
a minimum vesting period and pre-defined vesting
conditions as determined by the RC and communicated to
all relevant employees. Deferred remuneration is awarded
in such a manner so as to align employees’ incentive
awards with long-term value creation and the time
horizons of risk. The future performance (both financial
and non-financial) of the Group, relevant business units,
and individual employees, as well as the creation of value
for our shareholders, are taken into consideration when
determining vesting conditions. Vesting and payment
of deferred remuneration will be made gradually over a
period of 3 years and no faster than on a pro-rata basis.

In circumstances where it is later established that any
performance measurement for a particular year was
based on data that is later proven to have been manifestly
misstated, or it is later established that the relevant
employee has committed fraud, malfeasance, or a
violation of internal control policies, any unvested portions
(i.e. both cash bonuses and/or share option tranches that
have yet to be vested) of deferred variable remuneration
(relating to that particular year in question) should be
forgone, either in part or in whole, as determined by the
RC. In certain circumstances, claw back of vested portion
of the deferred variable remuneration of that particular

year may apply.

Future Review

As a major financial institution in Hong Kong, the
Group not only takes extensive measures to ensure that
it complies with all the relevant guidelines, rules, and
regulations, but also adopts positive steps to ensure
that ethical, social, and environmental aspects are
taken into account when determining remuneration
policies and packages.

The Group will keep abreast of the latest development
in the labour market, especially in the financial services
sector, and will review and refine its compensation and
remuneration policies whenever necessary to enable the
provision of competitive remuneration packages to ensure
the retention of talent.
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C. ACCOUNTABILITY AND AUDIT

Financial reporting

It is the responsibility of the Board to present a balanced,
clear and comprehensible assessment of the Bank'’s
performance, position and prospects.

Management shall provide sufficient explanation and
information to the Board as will enable the Board to
make an informed assessment of the financial and other
information presented before the Board for approval.
It provides the Board with monthly updates giving a
balanced and understandable assessment of the Bank’s
performance, position and prospects to assist the Board
as a whole and each Director to discharge their duties.

The Directors are responsible for keeping proper
accounting records and preparing accounts of each
financial period, which give a true and fair view of the
state of affairs of the Group and of the results and cash
flow for that period. In preparing the accounts for the
year ended 31st December, 2015, the Directors have:

e consistently applied appropriate accounting policies;

e made judgements and estimates that are prudent and
reasonable; and

e prepared the accounts on the going concern basis.

The Bank has announced its annual and interim results
within 2 months after the end of the relevant periods,
which is earlier than the limit of three months (for annual
results) and within the limit of two months (for interim
results) as required by Rule 13.49(1) and (6) of the Listing
Rules respectively.

A statement by the auditors about their reporting
responsibilities is included in the Independent Auditor’s
Report on page 140.

The Board will present a balanced, clear and understandable
assessment to annual and interim reports, other price-
sensitive announcements and other financial disclosures
required under the Listing Rules, and reports to regulators
as well as to information required to be disclosed
pursuant to statutory requirements.

Risk Management and Internal controls

It is the responsibility of the Board to evaluate and
determine the nature and extent of the risks it is willing
to take in achieving the Bank’s strategic objectives
and ensuring that the Bank establishes and maintains
appropriate and effective risk management and internal
control systems. The Board is also responsible for
overseeing Management in the design, implementation
and monitoring of the risk management and internal
control systems.

The risk management and internal control systems of
the Bank comprise comprehensive policies and standards
under a well-established organisational structure. Areas
of responsibilities of each business and operational
unit are clearly defined to ensure effective checks and
balances. Please refer to the Section “Principal Risks and
Capital Adequacy” on page 312 for further details on the
Group’s management of principal risks.

The key procedures that the Board established to provide
effective internal controls are as follows:

e A distinct organisation structure exists with defined
lines of authority and control responsibilities.

e A comprehensive management accounting system
is in place to provide financial and operational
performance indicators to the management and
the relevant financial information for reporting and
disclosure purpose.

e Policies and procedures are designed for safeguarding
assets against unauthorised use or disposition; for
maintaining proper accounting records; and for
ensuring the reliability of financial information used
within the business or for publication. The procedures
provide reasonable but not absolute assurance against
material errors, losses or fraud.

e Systems and procedures are also in place to identify,
evaluate, manage, control and report risks including
credit, market, operational, liquidity, interest rate,
strategic, legal, reputation, money laundering and
terrorist financing, and technology risks. Exposure
to these risks is monitored by RIC, assisted by Risk
Management Committee, Credit Committee, Asset
and Liability Management Committee and Operational
Risk Management Committee. In addition, procedures
are designed to ensure compliance with applicable
laws, rules and regulations.

e The AC reviews reports (including management
letter) submitted by external auditors to the Group’s
management in connection with the annual audit
and internal audit reports submitted by the Group
Chief Auditor.

e A Policy on Handling and Dissemination of Inside
Information is in place, setting out the guiding
principles, procedures and internal controls for the
handling and dissemination of inside information in a
timely manner.

e A Whistle-blowing Policy is in place, which encourages
employees to raise concerns, in confidence, about
possible improprieties in any matter related to the
Bank. The Bank treats all information received
confidentially and protects the identity and the
interests of all whistle-blowers.
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The Board, through the AC, assesses the effectiveness of
the Group’s risk management and internal control systems
which cover all material controls, including financial,
operational and compliance controls. Pursuant to a risk-
based approach, the Group’s Internal Audit Division
conducts independent reviews of control mechanisms
over various operations and activities. Significant audit
findings are reported to the AC twice each year. During
the year 2015, no material internal control weakness
has been identified and appropriate measures have been
taken to address issues identified.

Audit Committee

It is the responsibility of the Board to establish formal
and transparent arrangements for considering how
it will apply the financial reporting, risk management
and internal control principles and for maintaining an
appropriate relationship with the Bank’s auditors. The
Bank has established an AC with specific written Terms
of Reference which deal clearly with its authority and
duties. The Terms of Reference of the AC have included
the duties set out in Code Provisions C.3.3, C.3.7 and
D.3.1 of the CG Code, with appropriate modifications
where necessary.

The AC is delegated by the Board with the responsibility
of monitoring and overseeing the corporate governance
functions of the Bank as set out in Code Provision D.3.1
of the CG Code.

As laid down in the Terms of Reference, the AC is
responsible for reviewing corporate governance functions,
financial controls, risk management and internal control
systems, the adequacy of resources, staff qualifications
and experience, training programmes and budget of
the accounting, internal audit and financial reporting
functions, annual report and accounts, and half-year
interim report.

All the members of the AC are INEDs. This Committee is
chaired by Winston LO Yau-lai. The other members are
Allan WONG Chi-yun, WONG Chung-hin, Kenneth LO
Chin-ming, William DOO Wai-hoi and Valiant CHEUNG
Kin-piu.

AC meetings are held at least 3 times a year. The
Chairman & Chief Executive, Deputy Chief Executives,
other Senior Executives, and the external auditors are
invited to attend these meetings. During the year, the
external auditors held meetings with the AC, without
the presence of the Chairman & Chief Executive, Deputy
Chief Executives and the other Senior Executives.

The AC is accountable to the Board and the minutes
of the ACM are kept by the Company Secretary. Draft
and final versions of minutes of the ACM will be sent
to all members of the AC for their comment and record
respectively, in both cases within a reasonable period after
the meetings.

The number of meetings held by the AC and attendance
of individual members at ACM in 2015 is recorded on
page 74.

The following is a summary of the work performed by the
AC during and for the year 2015:

¢ Reviewed and endorsed the policies and practices under
the Bank’s CG Framework, including the Corporate
Governance Policy and made recommendations to the
Board, where appropriate;

e Reviewed the training and continuous professional
development of Directors and Senior Management;

e Reviewed the policies and practices on compliance
with legal and regulatory requirements;

e Reviewed the code of conduct and compliance
manual applicable to employees and Directors;

e Reviewed the status of compliance with the CG Code
and disclosure in the Corporate Governance Report;

e Met with the external auditors to discuss the general
scope of their audit work;

e Reviewed external auditors’ 2015 annual audit plan,
management letter and management’s response;

e Reviewed and approved the appointment of external
auditors for providing non-audit services to the Group;

e Reviewed the Auditors’ Independent Assurance
Reports in respect of the Bank’s financial disclosures
under the Banking (Disclosure) Rules for 2014 and six
months ended 30th June, 2015;

e Reviewed and recommended to the Board for
approval of the audit fee proposal for the Group
for 2015;

e Recommended to the Board to re-appoint KPMG as
the Group’s external auditors for 2015;

e Reviewed the internal audit reports covering the
evaluation of risk management and internal control
systems of various operations of the Group;

e Reviewed the adequacies of resources, qualifications
and experience of the staff of the Bank’s accounting,
internal audit and financial reporting functions, and
their training programmes and budget; effectiveness
of the Group’s internal audit function; and compliance
with the CG Code;

e Reviewed the Auditor’s Report regarding the internal
control systems for 2014 prepared under section
63(3A) of the Banking Ordinance;

e Reviewed the on-site examination reports of the
HKMA issued in 2015;
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e Reviewed the Interim Report and the interim
results announcement for the six months ended
30th June 2015;

e Reviewed the audited accounts and final results
announcement for 2015; and

e Reviewed and approved Group internal audit plan
for 2016.

All matters raised by the AC have been addressed by
the Management. The work and findings of the AC
have been reported to the Board. During the year, no
issues brought to the attention of the AC and the Board
were of sufficient importance to require disclosure in the
Annual Report.

The Board agreed with the AC's proposal for the re-
appointment of KPMG as the Group's external auditor
for 2016. The recommendation will be presented for the
approval of shareholders at the 2016 AGM.

No former partners of the Bank’s external auditors is
acting as a member of the AC before expiry of a period of
one year commencing the later of the date of his ceasing
to be a partner of the firm or to have any financial interest
in the firm.

The AC has made available its Terms of Reference, on the
websites of the HKEx and the Bank, explaining its role
and the authorities delegated to it by the Board.

The AC is provided with sufficient resources, including the
advice of external auditors and Internal Audit Division, to
discharge its duties.

The Bank has established the Policy on Appointment
of External Auditor for Provision of Non-Audit Services,
setting out the principles by which an external auditor
may be appointed to provide non-audit services, with
a view to ensuring the independence of the external
auditor.

Auditor’'s Remuneration

During 2015, the fees paid or payable to KPMG, the
Bank’s external auditor, and its associates for providing
non-audit services amounted to approximately HK$24
million, which included the following items:

e Review and consultancy services: HK$20 million;

e Services made at the request of regulators: HK$1
million;

e Taxation services: HK$2 million; and
e Other services: HK$1 million.

The fee paid or payable to KPMG for providing audit
service of the Group is HK$17 million.

Risk Committee

The Bank has established an RIC with specific written
Terms of Reference which deal clearly with its authorities
and duties. The RIC is responsible for dealing with the
Bank’s risk management related issues, in particular
strategic issues, of the Group.

The RIC is assisted by the Risk Management Committee
and specialised risk management committees, namely
Credit Committee, Asset and Liability Management
Committee and Operational Risk Management
Committee, to deal with daily management of risk-related
issues; and by the Crisis Management Committee to deal
with crisis management.

A majority of the members of the RIC are NEDs (including
INEDs). The Committee is chaired by David LI Kwok-po.
The other members are Arthur LI Kwok-cheung, Aubrey
LI Kwok-sing, Winston LO Yau-lai, Eric LI Fook-chuen and
Valiant CHEUNG Kin-piu.

RIC meetings are held on a quarterly basis, or as required.
During the meetings, RIC reviews the risk management
related issues of the Group including risk appetite,
risk management strategies, risk governance, risk
management framework, risk management policies and
risk profiles. Significant risk management related issues
are reported to the Board via RIC.

The number of meetings held by the RIC and the
attendance of individual members at RICM in 2015 is
recorded on page 74.

The following is a summary of the work performed by the
RIC during and for the year 2015:

e Reviewed the Group’s Risk Appetite Statement;
e Reviewed the Group's risk management strategies;
¢ Reviewed and monitored the Group’s risk profiles;

¢ Reviewed the Group’s risk governance and management
framework;

e Reviewed the Group Risk Management Policy;

e Reviewed the Internal Capital Adequacy Assessment
Process;

e Reviewed the stress-testing results for major risks;
e Reviewed the Group Recovery Plan;
¢ Reviewed the Risk Committee Report;

e Reviewed regulatory updates on risk management
related issues and considered their probable material
implications to the Group;
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e Reviewed the Terms of Reference of the RIC, Crisis
Management Committee, Risk Management
Committee, Credit Committee, Asset and Liability
Management Committee and Operational Risk
Management Committee;

e Qversaw the implementation of risk management
policies and compliance with respective statutory rules
and regulations; and

e Met with the HKMA to exchange views.

The RIC has made available its Terms of Reference, on the
website of the Bank, explaining its role and the authorities
delegated to it by the Board.

The RIC is provided with sufficient resources including the
advice of independent professional firms, if necessary, to
discharge its duties.

D. DELEGATION BY THE BOARD

Board Committees

Board Committees are established to deal with matters
as sufficiently prescribed in respective terms of reference.
Apart from the AC (particulars are disclosed under section
C), the RC (particulars are disclosed under section B),
the NC (particulars are disclosed under section A), and
the RIC (particulars are disclosed under section C), the
Board has also established the following specialised
Board Committees, each of which has specific roles and
responsibilities delegated by the Board:

1. Sealing Committee is responsible for directing the
usage and custody of the Bank’s common seal;

2. Executive Committee is responsible for reviewing
all major functions and critical issues relating to the
businesses and operations of the Group;

3. Policy Committee is responsible for discussing and
formulating various strategies and policies for
managing businesses and operations of the Group;

4. Risk Management Committee is responsible for
assisting the RIC in the daily management of risk-
related issues of the Group including risk appetites,
risk profiles, regulatory updates and stress-testing;

5. Credit Committee is responsible for dealing with all
credit risk related issues of the Group;

6. Operational Risk Management Committee is responsible
for dealing with issues related to operational, legal,
reputation, money laundering and terrorist financing,
and technology risks of the Group;

7. Asset and Liability Management Committee is
responsible for dealing with all issues related to
market, interest rate, liquidity and strategic risks of
the Group;

8. Crisis Management Committee is responsible for
dealing with the Group’s management of crisis
scenarios which jeopardise or have the potential
to jeopardise the Group in its reputation, liquidity/
financial position and business continuity; and

9. Investment Committee is responsible for reviewing
and formulating investment strategies as well as
making investment decisions in respect of fixed
income, equity and equity related investments for the
Bank, and The Bank of East Asia, Limited Employees’
Provident Fund.

The Terms of Reference of AC, RC, NC, and RIC require
such Board Committees to report back to the Board on
their decisions or recommendations. Material matters will
be reported to the Board by the other Board Committees
according to their respective Terms of Reference.

Management functions

While the Board is responsible for formulating overall
strategy to guide and monitor the performance of the
Group, the management of day-to-day operation of the
Group’s businesses and implementation of the strategy
and direction set by the Board has been delegated to the
Management.

E. COMPANY SECRETARY

The Company Secretary is responsible for, among other
things, ensuring that Board procedures are observed, and
that the Bank's Articles of Association, relevant rules and
regulations, including requirements of the Listing Rules,
Companies Ordinance and Disclosures of Interests under
the SFO, are complied with. The Company Secretary
assists the Chairman and the Board in implementing
and strengthening corporate governance practices and
processes of the Bank. All Directors have access to the
advice and services of the Company Secretary.

The Company Secretary assists the Chairman in
ensuring efficient information flow within the Board and
Board Committees and between Directors and Senior
Management. The Company Secretary is responsible
for facilitating induction programme of new Directors
and the continuous professional development of existing
Directors. The Company Secretary assists the Chairman
of the Board and Chairmen of the Board Committees in
the development of the agendas for the Board and Board
Committee meetings. He also attends and prepares
minutes for Board and Board Committee meetings.

The Company Secretary is an employee of the Bank
and reports directly to the Chairman & Chief Executive.
The Board approves the selection, appointment or
dismissal of the Company Secretary. During the year,
the Company Secretary undertook over 15 hours of
professional training.
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F. SHAREHOLDERS' RIGHTS &
INVESTOR RELATIONS

Communication with Shareholders

The Bank recognises the importance of maintaining
continuous communication with shareholders and
constantly looks for ways to ensure we maintain an open
and ongoing dialogue with the investment community.
The Bank has in place a Shareholders Communication
Policy which sets out the practices in relation to
communication with the shareholders and the investment
community. Such Policy which is published on the
website of the Bank, shall be reviewed by the AC and the
Board on a regular basis to ensure its effectiveness.

In order to ensure shareholders and investors have
fair, timely and simultaneous access to the Bank’s
information, the Bank through various channels,
including its website (www.hkbea.com), provide
shareholders and investors timely access and continuous
disclosure of the Bank's announcements, financial
results, and press release. The Bank also hold press and
investor conferences to present half-year and full-year
financial results to the media and analysts.

The Bank welcomes shareholders’ views and concerns
relating to the Group’s management and governance.
Shareholders may at any time send their enquiries
to the Board by addressing to the Bank’s Company
Secretary at the Bank’s registered address or email at
info@hkbea.com.

General Meetings

The Board endeavours to maintain an ongoing dialogue
with shareholders and, in particular, uses the AGMs or
other general meetings as a useful forum for shareholders
to exchange views with the Board. The Chairman of
each of the AC, NC, RC and RIC, external auditors, Senior
Management and legal advisors, are also present to
answer shareholders’ questions.

Shareholders are informed of details about the AGM
through published notices or circulars sent to all
shareholders and are requested to participate and
openly communicate their views on matters relating
to the Bank. Separate resolutions are proposed at
general meetings for each substantial issue, including
the election and re-election (as the case may be) of
individual Directors. An explanation of the detailed
procedures of conducting a poll will be provided to
shareholders at the AGM, to ensure that shareholders
are familiar with such procedures.

The Bank has provided detailed information on the Bank’s
2015 AGM in a circular to shareholders which included
Notice of the AGM, information on the retiring Directors
who were eligible for re-election at the 2015 AGM, re-
designation of Director and explanatory statement on
buy-back of shares. All the resolutions were proposed on
each substantially separate issue and were voted on by
poll and approved by the shareholders of the Bank. The
Bank has engaged KPMG to act as the scrutineer for the
poll voting. The results of the poll voting were posted on
the websites of HKEx and the Bank on the same day of
the 2015 AGM.

The Bank’s 2016 AGM will be held on Friday, 8th April,
2016 at 11:30 a.m., the notice of which will be sent to
shareholders at least 20 clear business days before the
meeting. Please refer to the circular to shareholders
for the 2016 AGM which will be despatched to the
shareholders on or about 29th February, 2016 for
further details.

Convening of general meeting
on requisition

Subject to the Companies Ordinance, Directors of the
Bank shall on the request of shareholders of the Bank
who represent at least 5% of the total voting rights of all
the members having a right to vote at general meetings,
forthwith proceed to convene a general meeting of the
Bank. Each request must state the general nature of the
business to be dealt with at the meeting, the name and
contact details of the person making the request, must
be authenticated by the person making it and may be
sent to the Bank in hard copy form or in electronic form.
Shareholders may include the text of a resolution that
may properly be moved and is intended to be moved at
the meeting. The Bank will take appropriate actions and
make necessary arrangements in accordance with the
requirements of the Companies Ordinance once a valid
request is received.

For further details, shareholders may refer to the
requirements as set out in the Companies Ordinance.

Putting Forward Proposals at
General Meeting

Shareholders representing at least 2.5% of the total
voting rights of all the members having a right to vote,
or, at least 50 shareholders who have a relevant right to
vote, may:

e put forward proposal at general meeting; and

e circulate to other shareholders written statement with
respect to matter to be dealt with or other business to
be dealt with at general meeting.

For further details on the shareholder qualifications,
and the procedures and timeline, in connection with
the above, shareholders are kindly requested to refer to
Sections 580 and 615 of the Companies Ordinance.
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Nomination of Directors by Shareholders

Shareholders are allowed to propose a person other than
a retiring Director of the Bank to be elected as a Director
at a general meeting. A notice in writing shall be given
to the Company Secretary of the Bank by the shareholder
(not being the person to be proposed) entitled to attend
and vote at the meeting for which such notice is given of
his/her intention to propose such person for election and
also notice in writing signed by the person to be proposed
of his willingness to be elected. Such notice must be
sent to the Company Secretary of the Bank within 7 days
after the day of despatch of the notice of the general
meeting (or such other period, being a period of not less
than 7 days, commencing no earlier than the day after
the despatch of the notice of such meeting and ending
no later than 7 days prior to the date appointed for such
meeting). The Procedures for Nomination of Directors by
Shareholders are published on the website of the Bank.

Handling and Dissemination of
Inside Information

The Bank has in place a Policy on Handling and
Dissemination of Inside Information (" Policy”) which sets
out the procedures and internal controls for handling
and dissemination of inside information in a timely
manner in such a way so as not to place any person in
a privileged dealing position and to allow time for the
market to price the listed securities of the Bank with the
latest available information.

This Policy also provides guidelines to staff of the Bank
to ensure proper safeguards exist to prevent the Bank
from breaching the statutory disclosure requirements. It
also includes appropriate internal control and reporting
systems to identify and assess potential inside information.

Dissemination of inside information of the Bank shall
be conducted by publishing the relevant information on
the websites of HKEx and the Bank, according to the
requirements of the Listing Rules.

Investors Relations

In accordance with the Shareholders Communication
Policy, the Bank maintains an open and regular dialogue
with institutional and individual shareholders, fund
managers, analysts and the media through an effective
corporate communication system which provides
transparent, regular and timely public disclosures
on the Group's latest developments and strategies
through different means. Apart from the AGMs, other
communication channels include:

e the Group's website at www.hkbea.com;
e annual and interim reports, and press releases;
e announcements, notices and circulars;

e press conferences after the announcement of interim
and final results for media and analysts;

¢ meetings with analysts; and
e roadshows.

The Chief Executive, Executive Directors and Senior
Management conducted briefings with analysts and the
press to apprise them of the Bank’s annual and interim
results, business strategies and outlook.

G. RELATED PARTY TRANSACTIONS

Details of the significant related party transactions
are provided under Note 50 on the accounts. These
transactions were entered into by the Bank in the ordinary
and usual course of business and on normal commercial
terms and, if constituted connected transactions or
continuing connected transactions, are exempt from the
relevant disclosure requirements under Chapter 14A of
the Listing Rules.

H. RESPONSIBILITIES OF DIRECTORS
FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The Directors of the Bank acknowledged that they are
responsible for the preparation of the consolidated
financial statements of the Bank. During the year, in
strict compliance with relevant provisions, the Bank
published the 2014 Annual Report and the 2015 Interim
Report as scheduled.



BRREBES

BRANBRARE LB (RTAEREEERIN)
RUATREES - ZBRRERAATRRWER L —
MHZAAROFELAIRNE ERENER (MFRK
WERE) THANE  XPEEHBEXARES X
REZATEZFRABREENEMAKN - ZBHE L
ARBEABRREZBERTRA (REMBR - ZH
RADRIR ABEERREBBEEZRFABAER
TRENZBREZFIERTEMZATIRER) F
BT ARITREWE - RRIESEFIEFTRAITH
b T -

BERBHATHEHR

AITERIM B R & A#EE B E ([BEK])
PR IE R B NRIEEMIRF R ARBETE - AR
HEBERRIERES  MAEREMALER
FR 5 FERIMEBRIMAL - TRETISA K EE g
BRIBE BN AIT EHEHER o

ZBRITASATETRHES - BRREEENE
i M ARTRROEERBERE - ZBERNEAA
EEMARREERIERSIE - BRI R EEENA
BHR -

RIFCEMRAD BRE - XTEAABHEE
BAER B RAITRUTIEEREE -

RERITEMRAT | 2005F 3 | 103

TXRERKRSE (&)

REERARE

BIERFBANBE - NTEBR—REMMNEESNR
SERENEARR  E£K1E - oM B MEHRES
R EBE R  FIAARRBRMHER - THNME
B AE BRI ERE MR ARIFE  BRIREEF
BN AMEFRERE

o REEMHE www.hkbea.com :

o FWmNFHIE - ULHER
o NE - BENMEK:

s EFHIRFERBERE
Bhg

o moMEEm: &

BEB|ITEER D EHE

o HGEHET o

THAEE  ATEEFLERITBRAETHREREK
DMEBEMANNTHPRRFERE - EHRE
K AHE

G. BBALRS

BB ALTHEAR ZIINRIEM S0 - ZFXH /R
TR —R M ABEERFERTIZIERREGEREIL - I
ENBRAERSABEHEIHE - BHR( LD
MAD E4AZTE MR ERT °

H EERGEEMBRREAEXKENER

ATEEEAREREAITHGEAUBERENEML - &
TBREEBTERRTE EFAATTEIRETIEE 20144
;K% 2015 R EASRE o



104 | The Bank of East Asia, Limited | Annual Report 2015
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The Bank of East Asia Group is committed to integrating
environmental, social, and governance concerns into its
business and operations.

The following report highlights BEA's major CSR
achievements in 2015. The Group will provide a more
comprehensive review of its 2015 CSR performance,
including its environmental efforts, in the first half of
2016 in the form of a standalone report. All CSR reports
are available via BEA's homepage at www.hkbea.com.

BEA announced two major policy initiatives in November
2015, a Group Environmental Policy and a Group
Policy on Anti-Money Laundering and Counter-Terrorist
Financing. Both policies are available to staff members
via BEA's intranet. The Environmental Policy may also be
viewed via the Bank’s homepage (About BEA / Corporate
Social Responsibility).

In March 2015, BEA announced its Guidelines for
Community Investment. The Guidelines help to ensure
that Group support for charitable causes is deployed
effectively and in line with the Group’s CSR policy.

The Group has also made progress on establishing a
supplier code of conduct, having consulted several
major suppliers, including international IT vendors and
contractors, on the development of a draft code and self-
assessment questionnaire.

In December 2015, in recognition of its achievements
in the field of sustainability, BEA was named one of the
top 20 performers among the constituent companies
of the Hang Seng Index on the Hong Kong Business
Sustainability Index developed by The Hong Kong
Polytechnic University, The Hong Kong Council of Social
Service, and the Hong Kong Productivity Council.

THE BANK OF EAST ASIA, LIMITED

Employees

To help ensure the well-being of staff members
and promote a healthy work-life balance, BEA has
developed the Employee Assistance Programme. Under
this programme, the Bank offers numerous employee
benefits, ranging from group activities to counselling for
staff members and their immediate family members in
Hong Kong. During the year under review, the Bank also
organised a wide range of activities for staff members
including recreational outings and wellness workshops on
topics such as cooking and art.

The Smart Suggestion Award Programme has proved
to be a popular means to foster better two-way
communication between the staff and management. A
total of 88 proposals were received from staff members
during the year under review, with suggestions on topics
that included customer loyalty, application of innovative
technology to enhance the customer experience, and
cost-saving initiatives to enhance productivity and
efficiency.

Recruitment and Outreach Programmes

In March 2015, the Bank joined the Talent-Wise
Employment Charter and Inclusive Organisations
Recognition Scheme organised by the Labour and Welfare
Bureau in collaboration with the Rehabilitation Advisory
Committee, HKCSS, and the Hong Kong Joint Council
for People with Disabilities. The Scheme is designed to
encourage and facilitate employers from different sectors
to hire persons with disabilities and integrate them fully
into the workplace.

The Bank’s outreach programmes aim to introduce the
wider community to important information on personal
finances, and to encourage young people to consider a
career in the financial services industry. During the year,
BEA joined hands with non-profit making organisations
and associations such as ARCH Community Outreach and
Community Business to provide training, conduct career
talks, and organise office tours for secondary school
students from under-resourced communities.

For the fourth consecutive year, BEA supported the Pilot
Scheme for Cross-border Study Tour for Post-secondary
Financial Talents organised by the Financial Services and
the Treasury Bureau of the Hong Kong government.
Under the Scheme, BEA provided 3-week internships to
keen undergraduates in Shanghai and Hong Kong.
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For a second year, BEA awarded
scholarships to children of

the Bank’s staff members at a
ceremony held on 6th August.
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Customers

The BEA Group is committed to providing an exceptional
customer experience and a consistently high standard
of service that puts customer needs and preferences
at the forefront. One way that the Bank has enhanced
service delivery is through the adoption of technology
and the development of electronic applications. Today,
more than 90% of BEA's banking transactions in Hong
Kong are performed via e-channels. In addition, the
Bank operates an extensive branch network through
which it deepens customer relationships, provides highly
personalised services, and cross-sells more sophisticated
financial products.

The Bank also carefully manages and responds to
customer feedback. BEA's customers interact with the
Group through more than 400 service outlets worldwide,
customer service hotlines, online enquiry forms, and many
other channels.

Community Involvement

BEA supports the communities it serves through
donations, volunteering, and many other channels.

Education

BEA places high priority on the pursuit of knowledge and
education. In 2015, the Bank once again sponsored the
Hong Kong Children Storytelling Competition organised
by The Boys' and Girls’ Clubs Association of Hong
Kong, providing cash prizes in BEA's Kid Master Savings
Accounts to the winners.

In the second quarter of 2015, staff members of
BEA's New York Branch visited two primary schools
to introduce basic banking services to students. To
assist low-income minority students to gain a better
understanding of the banking industry, the New York
Branch joined forces with the non-profit organisation
Futures and Options, Inc., in November to arrange a
branch visit for local high school students.

Health

Health promotion remained a core focus of BEA's CSR
efforts in 2015. The Bank supported a diverse group of
organisations, including the Hong Kong Cancer Fund,
the Hong Kong Committee for UNICEF, and the Hospital
Authority Charitable Foundation.

For the second straight year, staff members of BEA's Los
Angeles Branch participated in the Los Angeles 5K Run
in support of The Parkinson Alliance’s Team Parkinson. In
addition, the branch’s staff volunteered at a free health
screening held at Arcadia Methodist Hospital for low
income residents.

Humanitarian Aid

Natural disasters strike suddenly and catastrophically,
leaving communities devastated and unable to recover
on their own. BEA is aware how important it is that relief
is available, and is committed to acting quickly whenever
tragedy strikes.

In response to the earthquakes that struck Nepal in April
and May 2015, BEA and Group member Tricor Holdings
Limited supported the emergency relief fund set up by
the Hong Kong Committee for UNICEF, while the Bank
also made donations to the funds of the Hong Kong Red
Cross and The Salvation Army Hong Kong and Macau
Command. In addition, the Bank made an appeal for
donations from all Group members and placed notices on
branch counters advising customers how they could assist
recovery efforts in Nepal.

BEA's digital branches enable
the Bank to increase efficiency
and enhance customer
convenience while supporting
a paperless workflow.
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In March 2015, BEA hosted a special talk by Ching W.
Tang, IAS Bank of East Asia Professor at the Hong Kong
University of Science and Technology, who shared his life
and educational experiences with over 320 secondary
school students.
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In October 2015, more than 70 staff members
of the Bank took part in the Sun Hung Kai
Properties Hong Kong Cyclothon, which raised
funds for The Community Chest.
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Over 500 children and parents from underprivileged
families took part in the “BEA Summer FUN" Carnival
in July 2015.
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Social Welfare

A longstanding supporter of The Community Chest
of Hong Kong, BEA was actively involved in many
programmes organised by the Chest in 2015, including
The Community Chest Wheelock Swim for Millions
together with Tricor.

For a second year, staff members of BEA's Labuan
Branch and Kuala Lumpur Representative Office visited
abandoned children living at My Father's House Children’s
Home in Port Dickson outside Kuala Lumpur. BEA's
London Branch helped raise funds for Comic Relief
Charity in support of the fight against poverty in the
United Kingdom and around the world.

Staff members of BEA's Singapore Branch volunteered to
visit elderly residents of the SASCO Senior Citizens Home,
while staff members of BEA's Los Angeles Branch helped
pack food at the Los Angeles Regional Food Bank for
distribution to underprivileged seniors. In December, staff
members of the Bank’s New York Branch visited the city’s
Chinatown Senior Citizen Centre to provide advice on
avoiding common fraud schemes.

Arts & Culture

BEA maintained support for important cultural events in
Hong Kong, most notably Le French May 2015 organised
by the Association Culturelle France — Hong Kong Limited.
The Bank has supported this signature cultural event for
12 years.

Staff Volunteering

In 2015, BEA's Volunteer Team, comprising more than
430 staff members, recorded more than 9,500 staff
volunteering hours. Major projects included:

e participation in the Easter egg hunt organised by the
Little Life Warrior Society in South Bay, in support of
children with cancer;

e the BEA Summer FUN Carnival for approximately
500 disadvantaged and minority children, as well as
childhood cancer survivors;

e a social gathering involving games, exercises, and
refreshments for more than 110 residents of Kwong
Yum Home for the Aged; and

¢ the donation of 360 scarves knitted by 120 staff
volunteers to new immigrants, members of ethnic
minorities, and the homeless.

Environment

The Bank continues to place a high priority on energy
efficiency. Whenever renovation projects are carried out
at branches and offices, energy-efficient lighting and
air-conditioning systems are installed in order to reduce
energy consumption. In addition, the Bank actively
encourages staff members to consume less energy,
water, and paper. Thanks to these efforts, the Bank
reduced energy consumption at its two main office
buildings in Hong Kong by 2.62% year on year, well
exceeding its original target of 1.1%.



Members of BEA's Volunteer Team lent a helping hand
at “The Community Chest Wheelock Swim for Millions”
supported by the Bank.
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BEA was named 1st runner-up in the “Expedition for the Elite”
corporate team category of the Salvation Army Orienteering
2015 @ Macau competition held in October 2015.
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For the seventh consecutive year, members of the
BEA Group participated in “Earth Hour” organised
by WWEF. For one hour on 28th March, 2015, all non-
essential lighting was switched off in the offices and
selected branches of BEA in Hong Kong, Macau, Taipei,
Singapore, Birmingham, and Manchester; as well as those
of The Bank of East Asia (China) Limited; BEA Wealth
Management Services (Taiwan) Limited; Shaanxi Fuping
BEA Rural Bank Corporation; Blue Cross (Asia-Pacific)
Insurance Limited; Credit Gain Finance Company Limited;
and Tricor.

Recycling remained a key priority throughout the year,
with a special effort made to reduce waste and recycle
during festive seasons.

The Bank of East Asia Charitable
Foundation Limited

In November, the BEA Foundation held a kick-off
ceremony together with the Hong Kong Sheng Kung
Hui's Religious Education Resource Centre to mark the
start of the 2015 / 2016 BEA Parent-Child Reading
Programme. The 2015 / 2016 programme has been
extended from 64 to 106 schools, with the total number
of participants increasing from 2,000 to 2,400 students.

The BEA Foundation also held a kick-off ceremony
in November for the 2015 / 2016 BEA “High Five” Club,
jointly organised with St. James’ Settlement and held at
SJS's Kowloon Kindness Centre in Tai Kok Tsui. In addition
to after-school care, activities, and hot meals, children
participating in the 2015 / 2016 Club will enjoy the
companionship of BEA staff volunteers, who will serve as
“big brothers” and “big sisters”. The volunteers will visit
the Centre regularly to serve as mentors and organise
various activities and field trips to scenic locales around
Hong Kong.

GREATER CHINA EX- HONG KONG

BEA China, the Bank’s wholly-owned subsidiary on the
Mainland, continued to contribute to a wide range of
important causes during the year under review.

Shanghai Soong Ching Ling Foundation —
BEA Charity Fund

Jointly established by BEA China and the Shanghai Soong
Ching Ling Foundation, the Charity Fund is committed to
improving educational opportunities for underprivileged
children in rural areas on the Mainland.

On 9th December, 2015, BEA China and SSCLF jointly
held the 7th annual Firefly Charity Night in Shanghai,
raising CNY7.58 million. As at 31st December, 2015,
the Charity Fund had raised over CNY52 million since its
establishment in 2009.

Firefly Project

On 8th May, 2015, BEA China, SSCLF, and “la Caixa"”
Foundation signed a collaborative agreement to establish
the Firefly Centre Development Programme. The Charity
Fund and “la Caixa” Foundation will contribute a total
of CNY9.03 million to further improve educational
opportunities for underprivileged children in rural areas.

The Charity Fund established 12 new Firefly Centres in
2015, including six under the Firefly Centre Development
Programme, bringing the total number of Firefly Centres
opened nationwide to 51 by the end of the year. To date,
more than 32,000 “Firefly 60" Backpacks containing
stationery and books have been distributed to young
students. The Charity Fund also arranged for volunteers
to provide training programmes for 150 schoolmasters
and teachers in seven cities in China between July and
September 2015.

The publication of the Palliative Care Practice
Manual was announced at a symposium held by
The Salvation Army on 9th October. The publication
of this manual is an important milestone in the
history of the Palliative Care in Residential Care
Homes for the Elderly programme funded by the
BEA Foundation, “la Caixa” Foundation, and The
Salvation Army.
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In May 2015, the Shanghai Soong
Ching Ling Foundation — BEA Charity
Fund signed a collaborative agreement
with “la Caixa” Foundation to further
improve educational opportunities for
underprivileged children in rural areas
on the Mainland.
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Funding Plan for Non-governmental
Organisations

In 2015, the Charity Fund continued to provide financial
support to various programmes under its Funding Plan for
NGOs. These included training organised by the Shanghai
Qingcongguan Training Centre for Children with Special
Needs, to assist children with early autism; rehabilitation
services provided by the Shanggang Community Health
Service Centre, for children with cerebral palsy; as well as
various cultural, language, and vocational programmes.

Additional Charitable Activities by
BEA China

Education

For the third consecutive year, BEA China, the Shanghai
Students Moral Education Development Centre, and the
Shanghai Educational Press Group jointly organised the
“Bank of East Asia Cup Financial Education School Tour”,
from September to November 2015. Designed to provide
middle school students with an introduction to sound
financial management, the programme was extremely
successful, attracting about 10,000 students from over
100 schools and receiving recognition from the China
Banking Regulatory Commission.

Social Welfare

In January and February 2015, BEA China organised
the “Give Warmth and Happiness in the Year of Goat”
campaign in 14 cities nationwide. More than 200
volunteers visited 1,750 seniors, orphans, and other
vulnerable members of the community, and distributed
food and other daily necessities in celebration of the
Lunar New Year.

In October 2015, the Charity Fund signed an
agreement with Tsinghua University PBC School
of Finance to formally include the University in
the BEA University Scholarship Programme.

2015108 » REESMBERBREBEOSH
BREEWE - EREZERMA [RIRIT
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Staff Volunteering

For the second consecutive year, BEA China’s Volunteer
Team organised the Warm the Hearts of the Elderly
campaign. In October, staff volunteers visited elderly
residents in Huangpu District, Shanghai, and presented
them with thermal flasks as gifts.

In May and November, BEA China organised charity events
at which a wide variety of items, such as toys, jewellery,
electronic appliances, clothes, and books, were sold to raise
funds in support of the Charity Fund’s Firefly Project.

Charitable Activities in Macau and Taiwan

In February 2015, Macau Branch participated in The
Salvation Army’s Chinese New Year Gift Transfer campaign
by collecting festive gifts from staff members for
distribution to underprivileged groups. In May 2015, staff
members participated in the Macau Famine organised by
the World Vision of Macau Association. Participants gave
up their lunch in order to donate the cost of the meal
to support World Vision’s worldwide food security and
development projects. For the sixth straight year, Macau
Branch participated in Orbis Macau’s Mid-Autumn Charity
Sale by raising funds for the prevention and treatment of
blindness worldwide.

BEA's Taiwan Branches organised a clean-up event at
Tanya Shen Green Bikeway in Taichung City. Over 80
staff members and their family members participated
in the event by collecting trash along the bikeway and
separating waste for recycling.
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In March and April 2015, over 370 volunteers
including BEA China’s employees and their family
members, customers, and NGO representatives
participated in the “Protect Our Green World”
campaign to promote environmental protection
- through various activities.
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OTHER SUBSIDIARIES

Blue Cross (Asia-Pacific) Insurance Limited

For the fourth consecutive year, Blue Cross sponsored
the Happy Teens, Full of Fun Programme organised by
the Hong Kong PHAB Association. Designed for tertiary
students with disabilities, the 2015 programme included
internships, volunteering, and practical training on a wide
range of subjects including career planning, on-the-job
skills acquisition, public speaking, and a special course on
radio disc jockey training.

As a longstanding supporter of animal welfare and
adoption, Blue Cross joined hands with the Society
for the Prevention of Cruelty to Animals to launch a
special programme called Care for a Pet, offering a
1-year insurance premium waiver for 30 animals at the
SPCA awaiting new homes. Blue Cross also organised
a corporate volunteer team comprising staff members,
family members, and pet dogs who participated in the
SPCA Dogathon, an annual charitable event to raise funds
for SPCA's adoption and rehoming efforts.

Credit Gain Finance Company Limited

For the fifth consecutive year, Credit Gain jointly
organised a series of activities for disadvantaged members
of society together with the Evangelical Lutheran Church
Social Service — Hong Kong. In August, underprivileged
children living in Kwai Tsing District joined a lip and multi-
purpose balm-making workshop run by Credit Gain
volunteers. In September, the volunteers escorted children
on a visit to a nearby elderly home, where the children
distributed the handmade products and daily necessities
to residents as gifts for the Mid-autumn Festival. Children
who participated in the event not only discovered the joy
of making products by hand, but also the importance of
caring for the elderly in our community.
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Tricor Holdings Limited

Tricor is committed to whole-life education. During the
year, it organised luncheon talks for staff in Hong Kong
on a variety of topics, ranging from health and well-being
to personal skills development. Tricor also helped nurture
the careers of future professionals by offering internships
for tertiary students. In November 2015, the Company
held its annual corporate governance seminar, which was
attended by nearly 1,300 guests.

Tricor and its staff members actively supported numerous
charitable causes in 2015. In Hong Kong, Tricor organised
its second-annual blood donation campaign, and a charity
sale of products made by staff members for Po Leung
Kuk. Tricor also sponsored the Free Ride Day organised by
the Hong Kong General Chamber of Commerce.

Tricor staff members in Shanghai participated in the SHKP
Vertical Run — Race to Shanghai International Finance
Centre to help raise funds for the Shanghai Children’s
Health Foundation. Tricor staff members in the UK
prepared and sold coffee and cakes to colleagues in the
office. Proceeds from the sale were matched by Tricor and
donated to Macmillan Cancer Support. In Malaysia, staff
members joined the Bald & Beautiful challenge by having
their heads shaved to raise funds for Cancer Research
Malaysia and the Sarawak Children’s Cancer Society.

BEA Union Investment
Management Limited

BEA Union Investment established a dedicated CSR team
to engage more staff members in the development and
implementation of the Company’s CSR initiatives. In
the first half of 2015, 10 BEA Union Investment staff
members received first-aid training from Hong Kong St.
John Ambulance, to learn useful occupational health and
safety skills in case of need in the workplace.

Participants in the Happy Teens, Full of
Fun Programme supported by Blue Cross
acquired useful skills to help prepare
them for future job opportunities.
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In October 2015, Tricor employees in Malaysia participated in an
executive run organised by the Labuan Financial Services Authority
to raise funds for charity.
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Staff members of BEA Union Investment took part in
the Bloomberg Square Mile Relay in November 2015
to help raise funds for Unleash Foundation and the
Agency for Volunteer Service.
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BEA GROUP’S CSR ACHIEVEMENTS R TEBEMNEEMESSERR
BEA RIn#R1T

1

“President’s Award” (for the 16th consecutive year), “Diamond

N EE A 245 | GBEF164) » 2014 / 2015

Award” in the Corporate & Employee Contribution Programme FEHMERES % EITERE]|(EEFE21F) -
2014/2015 (for the 21st consecutive year), “6th Top Fund Raiser 2014 A% & BERE [RSEXMEF 6L K 2014/
Award” in the Dress Casual Day 2014 programme, and “Qutstanding 2015 B &I THEE ST E R
Walk Team Award for the 2014/2015 Walk for Millions”
- The Community Chest

2 Named “Caring Company” (for the 12th consecutive year); Blue BEAHETA I RAERE] BE (BEFE124F)
Cross and Credit Gain were named “Caring Company” for the +F RABEMIE DRI AE 7 EME 5 FEEH ;zlézap%
seventh and fifth year, respectively
- HKCSS

3 “Caring Company Award” in the Hong Kong Service Award  (FEET) 8% [ FHRIGAE — BEHIE R 2015
Programme 2015
- FEast Week

4 Named one of the top 20 companies in the Hong Kong Business A - #HH R BB AR R RES 2 [BE0EIBE
Sustainability Index BREH]PHEIE204
- PolyU, HKCSS, and HKPC

5  “Community Engagement **2 Stars Award"” RELCEHERE ((HRLHE 2]
- Senior Citizen Home Safety Association

6 "Gold Award for Volunteer Service” in 2014 ZiA%aﬁ' BRI IERERBEE2014FEETIRE S
- Social Welfare Department’s Central Office E

7  "Gold Award” (Website Stream and Mobile Application Stream) in BREEMRERERNAZER TSRS ZTESAENN
the Web Accessibility Recognition Scheme [2015 PRI A B 2 arat &) ) P& [ RUGAERI ] @58
- The Office of the Government Chief Information Officer and the [RE AR 48

Equal Opportunities Commission

8 “Class of Excellence” Energywi$e Label under Hong Kong Green — H#ME% [FEBEEME S| A2 [SMER] &aeZs
Organisation Certification (for BEA's Head Office Building and BEA (HB1TRBE NG EHERIRITH L)
Tower)
- Hong Kong Awards for Environmental Excellence Programme

9  “Class of Excellence” WasteWi$e label under HKGOC (for BEA's % [FHBIBEREMETE ] A2 [SMAR ] HEEHE
Head Office Building and BEA Tower) (1T RENEEIRITHL)
- HKAEE

10 Hong Kong Green Mark Honorary Certificate (for three years of ~ BEIBIBREBEERERGEIEE FEIFHED
excellence in sustainability) BEREH)
- Hong Kong Environmental Protection Association

11 Bronze Award in the Bank and Office category of the GREENPYS  rhiEEE HAERA TR [BREEKE] Zaratalhsg

Award Programme
- CLP Holdings Limited
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BEA China Rz

12 “2014 Best CSR Financial Institution in the China Banking Industry”
- China Banking Association
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13 “Best Public Relations Programme among Financial Institutions
in Shanghai” (for the 2015 BEA Cup Financial Education Tour for
Middle School Students in Shanghai)

- Shanghai Banking Association
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14 “2015 Institutional Contribution Award” in the Annual Shanghai
Financial Institutions Awards Programme
- Shanghai Banking Association
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15 “Best Practice Award” in the China Business News CSR Rankings in
China
- China Business News

Blue Cross E+=F

16 “Social Capital Corporate Volunteer Challenge — Most Caring
Award”
- Community Investment and Inclusion Fund, Labour and
Welfare Bureau

Credit Gain 4EE

17 “Consumer Caring Scheme 2015 — Consumer Caring Company” (for
the fourth consecutive year)
- GST1 Hong Kong
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18 “Caring Agency Award 2014 — 1-Star Certificate” (for the second
consecutive year)
- Tsuen Wan and Kwai Tsing District Co-ordinating Committee on
Elderly Services of the Social Welfare Department
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19 “Caring Corporation Award”
- ELCSS-HK

BEEHRECRSHEMBHETR [BODE]

20 "2014/15 Good MPF Employer Award”
- Mandatory Provident Fund Schemes Authority

BEA Union Investment RIEERE

21 “2014/15 Good MPF Employer Award”
- Mandatory Provident Fund Schemes Authority
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REPORT OF THE DIRECTORS

The Directors have pleasure in presenting their Annual
Report together with the audited accounts for the year
ended 31st December, 2015 (“Annual Report”).

PRINCIPAL PLACE OF BUSINESS

The Bank of East Asia, Limited is a licensed bank
incorporated and domiciled in Hong Kong and has its
registered office and principal place of business at 10 Des
Voeux Road Central, Hong Kong.

PRINCIPAL ACTIVITIES

The Bank and its subsidiaries are engaged in the provision
of banking and related financial services, and business,
corporate and investor services.

BUSINESS REVIEW

A fair review of the business and a discussion and analysis
of the performance for the year ended 31st December,
2015 and an indication of likely future development in
the business of the Group are provided in the Chairman’s
Statement and Report of the Chief Executive and Senior
Management of the Annual Report. Description of the
principal risks and uncertainties facing the Group can
be found throughout the Annual Report, in particular
the Risk Management section. Particulars of important
events affecting the Bank that have occurred (if any)
can be found in the Annual Report and the Notes to
the Financial Statements. An analysis using financial
key performance indicators are provided in the Financial
Highlights and the Report of the Chief Executive and
Senior Management. Compliance with relevant laws and
regulations which have significant impact on the Group
can be found throughout the Annual Report, in particular,
the Corporate Governance Report.

In addition, discussions on the Group’s environmental
policies and relationships with the key stakeholders that
have a significant impact on the Group are discussed
in the Corporate Social Responsibility Report of the
Annual Report as well as the standalone version of 2015
Corporate Social Responsibility Report available on the
Bank’s website at www.hkbea.com under “About BEA
— Corporate Social Responsibility” section on the home

page.
MAJOR CUSTOMERS

The Directors believe that the five largest customers of
the Group accounted for less than 30% of the total of
interest income and other operating income of the Group
for the year.

ACCOUNTS

The profit attributable to equity holders of the Group for
the year ended 31st December, 2015 and the state of the
Bank’s and the Group’s affairs as at that date are set out
in the accounts on pages 142 to 287.

FIXED ASSETS

Details of the movements in fixed assets are set out in
note 35 on the accounts.

TRANSFER TO RESERVES

Profit attributable to equity holders of the Group, before
dividends, of HK$5,522 million (2014: HK$6,661 million)
has been transferred to reserves. Other movements in
reserves are set out in Note 42 on the accounts.

DIVIDENDS

An interim dividend of HK$0.38 per share (2014:
HK$0.43 per share) was paid on 11th September, 2015.
The Directors have declared the payment of a second
interim dividend of HK$0.50 per share (2014: a second
interim dividend of HK$0.68 per share) in respect of the
financial year ended 31st December, 2015.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the
Group for the last 5 years is set out in the Annual Report.

ISSUE OF SHARES

During the year, the Bank issued shares as follows:

(@) 42,191,193 ordinary shares were issued at HK$28.8230
each and 24,110,115 ordinary shares were issued at
HK$26.5335 each to shareholders who had elected to
receive new shares in lieu of cash dividend in respect
of the 2014 second interim dividend and the 2015
interim dividend respectively.

(b) 5,174,000 ordinary shares were issued for cash of
HK$150,205,320.00 on the exercise of options granted
under the approved staff share option schemes.

() On 18th March, 2015, the Bank entered into
subscription agreement (“Subscription Agreement”)
with Sumitomo Mitsui Banking Corporation (“SMBC")
(the “Subscriber”) in relation to the subscription by
SMBC as principal of 222,600,000 ordinary shares of
the Bank (“New Shares”) at HK$29.5576 per New
Share (the "Subscription”). The 222,600,000 New
Shares represent approximately 9.48% of the total
number of issued shares of the Bank prior to the
Subscription and approximately 8.66% of the total
number of issued shares of the Bank as enlarged by
the Subscription subsequent to the allotment date of
27th March, 2015.
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The subscription price of HK$29.5576 per New Share,
representing (i) a premium of approximately 0.54%
to the closing price of HK$29.40 per Share as quoted
on the Stock Exchange on 18th March, 2015; (ii) a
premium of approximately 1.12% to the average
closing price of HK$29.23 per Share as quoted on
the Stock Exchange for the last five trading days up
to and including 18th March, 2015; (iii) a discount of
approximately 11.19% to the average closing price of
HK$33.28 per Share as quoted on the Stock Exchange
for the last five trading days up to and including
5th September, 2014 on which the announcement
regarding the entry into of a memorandum of
understanding between the Bank and the SMBC in
relation to a proposed subscription of Shares was
made; and (iv) a premium of approximately 0.25%
to the average closing price of HK$29.485 per Share
as quoted on the Stock Exchange for the last ten
trading days up to and including 18th March, 2015.
The Subscription Price was determined by the Bank
and the Subscriber after arm’s length negotiations by
reference to the then trading prices of the Shares.

The amount raised (gross proceeds) from the
Subscription is about HK$6,579.5 million. The net
proceeds amounted to approximately HK$6,576
million after deducting the expenses incurred by
the Bank in connection with the preparation and
execution of the Subscription. The net subscription
price is approximately HK$29.54 per New Share.
The Bank has applied the net proceeds as general
working capital.

The Directors believed that the Subscription represents
a good opportunity for the Bank to broaden its capital
base and strengthen its capital position, which would
effectively support the Bank’s business development
initiatives. The Directors considered that the terms of
the Subscription Agreement are fair and reasonable
and are in the interests of the Shareholders as a whole.

Details about the issue of shares are also set out in Note
40 on the accounts.

PURCHASE, SALE OR REDEMPTION OF THE
BANK'S LISTED SECURITIES

On 20th March, 2015, the Bank redeemed a face value
of EUR70 million of 1.08% Senior Notes (the “2015 EUR
Senior Notes”) upon their maturity. The 2015 EUR Senior
Notes were issued on 29th January, 2014 under the
Bank’s Medium Term Note Programme and listed on the
Singapore Stock Exchange.

On 9th July, 2015, the Bank redeemed a face value of
CHF62 million of Floating Rate Senior Notes (the “2015
CHF Senior Notes”) upon their maturity. The 2015 CHF
Senior Notes were issued on 9th July, 2014 under the
Bank’s Medium Term Note Programme and listed on the
Singapore Stock Exchange.

On 2nd December, 2015, the Bank completed an exchange
offer and a tender offer for the outstanding Hybrid Tier
1 capital instruments (comprising the US$500,000,000
Step-up Subordinated Notes due 2059 issued by the
Bank and the US$500,000,000 Perpetual Non-cumulative
Step-up Preference Shares of no par value in a liquidation
preference of US$1,000 issued by Innovate Holdings
Limited, a wholly-owned subsidiary of the Bank) (“Hybrid
Tier 1 Securities”) whereby the aggregate principal
amount of the Hybrid Tier 1 Securities the Bank had
accepted for exchange or purchase was US$175,655,000.
All the Hybrid Tier 1 Securities validly tendered and
accepted for exchange or purchase by the Bank have
been cancelled. Following cancellation of all the Hybrid
Tier 1 Securities exchanged or purchased by the Bank, the
aggregate principal amount of the Hybrid Tier 1 Securities
which remains outstanding is US$324,345,000. The
Hybrid Tier 1 Securities are listed on the Singapore Stock
Exchange.

Save for the redemption of the 2015 EUR Senior Notes
and 2015 CHF Senior Notes, and the cancellation of
Hybrid Tier 1 Securities exchanged or purchased by the
Bank as disclosed herein, there was no purchase, sale
or redemption by the Bank or any or its subsidiaries, of
listed securities of the Bank during the year ended 31st
December, 2015.

ISSUE OF DEBENTURES AND NEW CAPITAL
SECURITIES

During the year, the Bank offered and issued US$650
million US-dollar denominated fixed rate undated non-
cumulative subordinated Additional Tier 1 capital securities
("New Capital Securities”) under its US$6,000,000,000
Medium Term Note Programme. The net proceeds from
the issue of the New Capital Securities were used to fund
the redemption of the Hybrid Tier 1 Securities and as
general working capital.
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In addition, the following notes were issued by the Bank under its US$6,000,000,000 Medium Term Note Programme and
its Singapore Branch’s US$2,000,000,000 Multicurrency Medium Term Note Programme (together “MTN Programmes”)
and U.S. Commercial Paper (“CP") Programme to raise funds for general corporate purposes:

Class Issued under

Consideration received
(HK$ equivalent)

Amount Issued
(HK$ equivalent)

Senior Notes
Subordinated Notes

MTN Programmes
MTN Programmes

5,073,160,487.01
5,037,500,000.00

5,034,026,520.94
5,037,500,000.00

CP Notes CP Programme 6,619,313,185.60 6,604,779,462.37
Total 16,729,973,672.61 16,676,305,983.31
DIRECTORS DIRECTORS’ EMOLUMENTS

The present Directors of the Bank are shown on page 68.

In accordance with the Articles of Association, the terms
of office of David LI Kwok-po, Allan WONG Chi-yun,
Aubrey LI Kwok-sing, Winston LO Yau-lai, KHOO Kay-
peng and Stephen Charles LI Kwok-sze, will expire at the
2016 AGM. With the exception of KHOO Kay-peng who
does not seek re-election, all the other retiring Directors,
being eligible, offer themselves for re-election at the 2016
AGM.

Daryl NG Win-kong and Masayuki OKU were appointed
Directors of the Bank on 1st June, 2015 and 1st August,
2015 respectively. They will retire under the provisions
of the Articles of Association and, being eligible, offer
themselves for re-election at the 2016 AGM.

Details of the Directors to be re-elected at the 2016 AGM
are set out in the Circular sent to the shareholders.

No Director proposed for re-election at the 2016 AGM has
a service contract that is not determinable by the Bank or
any of its subsidiaries within one year without payment of
compensation, other than normal statutory obligations.

The Bank has received an annual confirmation of
independence pursuant to Rule 3.13 of the Listing Rules
from each of the INEDs, namely: Allan WONG Chi-yun,
WONG Chung-hin, Winston LO Yau-lai, KHOO Kay-peng,
Richard LI Tzar-kai', Kenneth LO Chin-ming, William
DOO Wai-hoi, KUOK Khoon-ean, Valiant CHEUNG Kin-
piu, and Daryl NG Win-kong? and considers them to be
independent.

DIRECTORS OF SUBSIDIARIES

The names of all directors who have served on the boards
of the subsidiaries of the Bank (included in the annual
consolidated financial statements for the year ended 31st
December, 2015) during the year up to 15th February,
2016 (being the date of approval of the Bank's 2015
Annual Report) is available on the Bank’'s website
at www.hkbea.com under “About BEA — Corporate
Governance” section on the home page.

The emoluments of the Directors of the Bank on a named
basis are disclosed in Note 21 to the Financial Statements
for the year ended 31st December, 2015.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

There was no transaction, arrangement or contracts of
significance in relation to the Group’s business to which
the Bank or any of its subsidiaries was a party and in
which a Director of the Bank and/or any of his connected
entities (as defined under section 486 of the Ordinance)
had, directly or indirectly, a material interest subsisted at
the end of the year or at any time during the year.

DIRECTORS' INTERESTS IN COMPETING
BUSINESS

None of the Directors of the Bank is interested in any
business apart from the Bank’s business that competes or
is likely to compete, either directly or indirectly, with the
Bank’s business.

MANAGEMENT CONTRACTS

Save for employment contracts, no other contracts,
relating to the management and/or administration of the
whole or any substantial part of the business of the Bank
were entered into or subsisted during the year.

David LI Kwok-po is employed as the Chief Executive of
the Bank. His existing three-year term service contract
commenced in April 2015 and will expire in March 2018.

PERMITTED INDEMNITY

Pursuant to the Articles of Association of the Bank,
every Director, Secretary and officer of the Bank shall
be indemnified out of the funds of the Bank against
all liabilities (to the extent permitted by the Ordinance)
incurred by such Director, Secretary or officer in the
execution of his duties or otherwise in relation thereto.
Directors & Officers Liability and Company Reimbursement
Insurance has been arranged to indemnify the Directors
and officers of the Group.

" For the period from conclusion of 2015 AGM held on 8th May, 2015 to 31st December, 2015.

2 For the period from 1st June, 2015 to 31st December, 2015.
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DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS

As at 31st December, 2015, the interests and short positions of the Directors and Chief Executive of the Bank in the
shares, underlying shares and debentures of the Bank and its associated corporations as recorded in the register required
to be kept under section 352 of the SFO (the “Register”) were as follows:

I. Long positions in ordinary shares of the Bank:

% of issued

Name Capacity and nature No. of shares Total shares
David LI Kwok-po Beneficial owner 67,290,162
Interest of spouse 1,950,620
Interest of corporation 177,611
Executor of estate 9,877,003 79,295,396 3.00
Arthur LI Kwok-cheung Beneficial owner 11,442,430
Founder of discretionary trust 15,857,281
Executor of estate 9,877,003 37,176,7142 1.41
Allan WONG Chi-yun Beneficial owner 408,826
Interest of spouse 136
Founder and beneficiary
of discretionary trust 15,331,311 15,740,2733 0.60
WONG Chung-hin Beneficial owner 51,491
Interest of spouse 378,544 430,035% 0.02
Aubrey LI Kwok-sing Beneficial owner 1,116,309
Interest of spouse 21,520
Interest of corporation 16,096,301
Beneficiary of discretionary trust 19,347,816 36,581,946° 1.39
Winston LO Yau-lai - - Nil Nil
KHOO Kay-peng - - Nil Nil
Richard LI Tzar-kai - - Nil Nil
Kenneth LO Chin-ming - - Nil Nil
Eric LI Fook-chuen Beneficial owner 4,015,691
Founder and beneficiary
of discretionary trust 25,853,927
Interest of corporation 9,546,667  39,416,285° 1.49
Stephen Charles LI Kwok-sze  Beneficial owner 12,163,925
Interest of children 601,446
Administrator of estate 1,183,200
Beneficiary of discretionary trusts 2,581,349 16,529,9207 0.63
William DOO Wai-hoi - - Nil Nil
KUOK Khoon-ean - - Nil Nil
Valiant CHEUNG Kin-piu - - Nil Nil
Isidro FAINE CASAS - - Nil Nil
Peter LEE Ka-kit Interest of corporation 679,000
Beneficiary of discretionary trust 1,100,000 1,779,0008 0.07
Adrian David LI Man-kiu Beneficial owner 791,452
Interest of child 6,833
Settlor/Founder of
discretionary trust 1,919,478 2,717,763° 0.10
Brian David LI Man-bun Beneficial owner 2,078,541
Interest of corporation 4,469,714 6,548,255 0.25
Daryl NG Win-kong - - Nil Nil
Masayuki OKU - - Nil Nil
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Notes:

1 David LI Kwok-po was the beneficial owner of 67,290,162 shares and he was deemed to be interested in 1,950,620 shares through
the interests of his spouse, Penny POON Kam-chui. He was also deemed to be interested in 177,611 shares held by David Li Kwok-po
Charitable Foundation Limited, a charitable institution of which David LI Kwok-po is a director and the sole member. He was also deemed
to be interested in 9,877,003 shares held by an estate of which he is one of the executors. Arthur LI Kwok-cheung was also deemed to
be interested in the same block of 9,877,003 shares as one of the executors of the estate (please refer to Note 2 below).

2 Arthur LI Kwok-cheung was the beneficial owner of 11,442,430 shares. He made a voluntary disclosure of 15,857,281 shares held by a
discretionary trust of which he is the founder but has no influence on how the trustee exercises his discretion. He was also deemed to be
interested in 9,877,003 shares held by an estate of which he is one of the executors. David LI Kwok-po was also deemed to be interested
in the same block of 9,877,003 shares as one of the executors of the estate (please refer to Note 1 above).

3 Allan WONG Chi-yun was the beneficial owner of 408,826 shares and he was deemed to be interested in 136 shares through the
interests of his spouse, Margaret KWOK Chi-wai (deceased). He was also deemed to be interested in 15,331,311 shares held by a
discretionary trust, Allan Wong 2011 Trust, of which he is a founder and an eligible beneficiary.

4 WONG Chung-hin was the beneficial owner of 51,491 shares and he was deemed to be interested in 378,544 shares through the
interests of his spouse, LAM Mei-lin.

5 Aubrey LI Kwok-sing was the beneficial owner of 1,116,309 shares and he was deemed to be interested in 21,520 shares through the
interests of his spouse, Elizabeth WOO. He was also deemed to be interested in 16,096,301 shares held by Hope Lake Ltd., which is
wholly-owned by him. The remaining 19,347,816 shares were held by The Fook Wo Trust, a discretionary trust in which Aubrey LI Kwok-
sing is one of the discretionary beneficiaries.

6  Eric LI Fook-chuen was the beneficial owner of 4,015,691 shares. Of the 25,853,927 shares, 18,488,232 shares were held by New Jerico
Limited and 7,365,695 shares were held by Ejeeco Limited, a wholly-owned subsidiary of New Jerico Limited. Eric LI Fook-chuen is the
sole director of New Jerico Limited. The only one share in New Jerico Limited is held by The New Elico Trust, of which Eric LI Fook-chuen
is the founder and a discretionary beneficiary. Eric LI Fook-chuen was also deemed to be interested in 9,546,667 shares held by The
Kowloon Dairy Limited of which he is the Chairman and Chief Executive Officer.

7 Stephen Charles LI Kwok-sze was the beneficial owner of 12,163,925 shares, and he was deemed to be interested in 601,446 shares
through the interests of his children under the age of 18. He was also deemed to be interested in 1,183,200 shares held by an estate
of which he is one of the administrators. Of the remaining 2,581,349 shares, (i) 2,363,000 shares were held by a discretionary trust,
Settlement of Dr. Simon F. S. Li, of which Stephen Charles LI Kwok-sze, his spouse and his children were beneficiaries and (ii) 218,349
shares were held by a discretionary trust, Longevity Trust, of which his children were beneficiaries.

8 Of these 1,779,000 shares, 679,000 shares were owned by Golf Limited which in turn is wholly-owned by Peter LEE Ka-kit. He was also
deemed to be interested in 1,100,000 shares (“Deemed Shares”). The Deemed Shares were beneficially owned by a subsidiary of The
Hong Kong and China Gas Company Limited (“HKCG") and Peter LEE Ka-kit is a discretionary beneficiary of the discretionary trusts which
indlirectly control more than one third of the voting power at the general meeting of HKCG.

9 Adrian David LI Man-kiu was the beneficial owner of 791,452 shares, and he was deemed to be interested in 6,833 shares through the
interests of his child under the age of 18. Adrian David LI Man-kiu has made a voluntary disclosure of 1,919,478 shares indirectly held by
a discretionary trust of which he was the settlor/founder but has no influence on how the trustee exercises its discretion.

10 Brian David LI Man-bun was the beneficial owner of 2,078,541 shares. He was also deemed to be interested in 3,712,257 shares held by
Belltrees Enterprises Inc. and 757,457 shares held by Triple Kingdom Limited. Both companies are wholly-owned by Brian David LI Man-bun.

Il. Long positions (in respect of equity derivatives) in underlying shares of the Bank:

Shares options, being unlisted physically settled equity derivatives, to subscribe for the ordinary shares of the Bank
were granted to David LI Kwok-po, Adrian David LI Man-kiu and Brian David LI Man-bun pursuant to the approved
Staff Share Option Schemes. Information in relation to these share options during the year ended 31st December,
2015 was shown in the following section under the heading “Information on Share Options”.

lll. Interests in Hybrid Tier | Capital Instruments:

Allan WONG Chi-yun was the beneficial owner of the following capital instrumentshete:

Issuer Type/Class of securities Amount of debentures  No. of shares
The Bank of East Asia, Limited  Subordinated Notes US$7,000,000 -
Innovate Holdings Limited Preference Shares - 7,000
The Bank of East Asia, Limited  Substitute Preference Shares (unissued) - 7,000

Note: In November 2009, the Bank issued capital instruments qualifying as hybrid tier 1 capital with a face value of US$500 million. The
capital instruments comprise 8.5% step-up subordinated notes due 2059 issued by the Bank (the “2059 Notes”) stapled with perpetual
non-cumulative step-up preference shares issued by Innovate Holdings Limited, a wholly-owned subsidiary of the Bank (the “Innovate
Preference Shares”). The 2059 Notes and the Innovate Preference Shares are listed as stapled units on Singapore Stock Exchange. The
Substitute Preference Shares (being perpetual non-cumulative step-up preference shares) are created, and to be issued by the Bank
upon the occurrence of a Substitution Event (as defined in the circular to shareholders of the Bank dated 11th November, 2009) as one
of the terms of the issue of the 2059 Notes and the Innovate Preference Shares.
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Save as disclosed above, no other interest or short position in the shares, underlying shares or debentures of the Bank or
any of its associated corporations were recorded in the Register.

At no time during the year was the Bank or any of its subsidiaries a party to any arrangement to enable the Directors
or Chief Executive of the Bank or their spouses or children under 18 years of age to acquire benefits by means of the
acquisition of shares in or debentures of the Bank or any other body corporate with the exception of the Staff Share
Option Schemes, details of which are set out in the following section under “Information on Share Options”, and Notes
2(g)(iv) and 39 on the accounts.

INFORMATION ON SHARE OPTIONS
Information in relation to share options disclosed in accordance with the Listing Rules was as follows:

(1) Movement of share options during the year ended 31st December, 2015:

Number of Share Options

Date of Outstanding Outstanding

Name Grant at 1/1/2015 Granted Exercised Lapsed at 31/12/2015
David LI Kwok-po 05/5/2011° 666,000™ - - - 666,000
05/5/2011° 666,000™ - - - 666,000

05/5/2011° 668,000™ - - - 668,000

10/5/2012° 668,000™ - 668,000¢ - Nil

03/5/2013° 666,000™ - 666,000¢ - Nil

03/5/2013° 666,000™ - - - 666,000

03/5/2013° 668,000 - - - 668,000

02/5/2014° 666,000™ - - - 666,000

02/5/2014° 666,000™ - - - 666,000

02/5/2014° 668,000 - - - 668,000

04/5/2015¢ - 666,000™ - - 666,000

04/5/2015¢ - 666,000™ - - 666,000

04/5/2015¢ - 668,000 - - 668,000

Adrian David LI Man-kiu ~ 06/7/20102 650,000 - 650,000¢ - Nil
05/5/2011° 216,000™ - - - 216,000

05/5/2011° 216,000™ - - - 216,000

05/5/2011° 218,000™ - - - 218,000

10/5/2012° 216,000™ - - - 216,000

10/5/2012° 216,000™ - - - 216,000

10/5/2012° 218,000™ - - - 218,000

03/5/2013° 216,000™ - - - 216,000

03/5/2013° 216,000™ - - - 216,000

03/5/2013° 218,000™ - - - 218,000

02/5/2014° 216,000™ - - - 216,000

02/5/2014° 216,000™ - - - 216,000

02/5/2014° 218,000™ - - - 218,000

04/5/2015¢ - 216,000™ - - 216,000

04/5/2015¢ - 216,000™ - - 216,000

04/5/2015¢ - 218,000 - - 218,000
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A ¥ A5 M RATHE s dan 178 3 i ARATHE
ZRHE 05/5/2011° 666,000™ - - - 666,000
05/5/2011° 666,000 - - - 666,000
05/5/2011° 668,000 - - - 668,000
10/5/2012° 668,000 - 668,000¢ - =
03/5/2013° 666,000™ - 666,000¢ - =
03/5/2013° 666,000 - - - 666,000
03/5/2013° 668,000 - - - 668,000
02/5/2014° 666,000 - - - 666,000
02/5/2014° 666,000 - - - 666,000
02/5/2014° 668,000 - - - 668,000
04/5/2015¢ - 666,000™ - - 666,000
04/5/2015¢ - 666,000 - - 666,000
04/5/2015¢ - 668,000 - - 668,000
ZRIE 06/7/2010° 650,000 - 650,000¢ - i3
05/5/2011° 216,000™ - - - 216,000
05/5/2011° 216,000 - - - 216,000
05/5/2011° 218,000 - - - 218,000
10/5/2012° 216,000™ - - - 216,000
10/5/2012° 216,000 - - - 216,000
10/5/2012° 218,000 - - - 218,000
03/5/2013° 216,000™ - - - 216,000
03/5/2013° 216,000 - - - 216,000
03/5/2013° 218,000 - - - 218,000
02/5/2014° 216,000™ - - - 216,000
02/5/2014° 216,000 - - - 216,000
02/5/2014° 218,000 - - - 218,000
04/5/2015¢ - 216,000™ - - 216,000
04/5/2015¢ - 216,000 - - 216,000

04/5/2015¢ - 218,000™ - - 218,000
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Number of Share Options

Date of Outstanding

Outstanding
at 31/12/2015

Name Grant at 1/1/2015 Granted Exercised Lapsed
Brian David LI Man-bun 06/7/20102 650,000 - 650,000¢ -
05/5/2011° 216,000™ - - -
05/5/2011° 216,000™ - - -
05/5/2011° 218,000" - - -
10/5/2012° 216,000™ - - -
10/5/2012° 216,000 - - -
10/5/2012° 218,000™ - - -
03/5/2013° 216,000™ - - -
03/5/2013° 216,000 - - -
03/5/2013° 218,000" - - -
02/5/2014° 216,000™ - - -
02/5/2014° 216,000™ - - -
02/5/2014° 218,000™ - - -
04/5/2015¢ - 216,000™ - -
04/5/2015¢ - 216,000™ - -
04/5/2015¢ - 218,0007 - -
Aggregate of other 06/7/20102 2,140,000 - 2,140,000¢ -
Employees* 05/5/2011° 732,000™ - - -
05/5/2011° 732,000 - - -
05/5/2011° 736,000™ - - -
10/5/2012° 732,000™ - 100,000¢ -
10/5/2012° 732,000"™ - 100,000¢ -
10/5/2012° 736,000™ - 100,000¢ -
03/5/2013° 732,000™ - - -
03/5/2013° 732,000™ - - -
03/5/2013° 736,000™ - - -
02/5/2014° 894,000™ - 50,000¢ -
02/5/2014° 894,000™ - - -
02/5/2014° 899,500™ - - -
04/5/2015¢ - 932,000™ - -
04/5/2015¢ - 932,000™ - -
04/5/2015¢ - 936,000™ - -
Other Participants** 05/5/2011° 100,000™ - 50,000¢ -
05/5/2011° 100,000 - - -
05/5/2011° 100,000™ - - -
10/5/2012° 100,000 - - -
10/5/2012° 100,000™ - - -
10/5/2012° 100,000" - - -
03/5/2013° 50,000™ - - -
03/5/2013° 50,000 - - -
03/5/2013° 50,000™ - - -

Nil
216,000
216,000
218,000
216,000
216,000
218,000
216,000
216,000
218,000
216,000
216,000
218,000
216,000
216,000
218,000

Nil
732,000
732,000
736,000
632,000
632,000
636,000
732,000
732,000
736,000
844,000
894,000
899,500
932,000
932,000
936,000

50,000
100,000
100,000
100,000
100,000
100,000

50,000

50,000

50,000

*  Employees working under employment contracts that were regarded as “Continuous Contracts” for the purpose of the Hong Kong

Employment Ordinance.

**  Other Participants refer to two former employees who ceased to be employees of the Bank in 2013. The share options were granted to them

prior to their cessation as employees of the Bank.

Notes:
a  Particulars of share options granted in year 2010:

Exercise Price Per Share

Date of Grant Vesting Period Exercise Period

HK$

06/7/2010 06/7/2010 - 05/7/2011 06/7/2011 - 06/7/2015

28.49
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05/5/2011° 216,000™ - - - 216,000
05/5/2011° 216,000 - - - 216,000
05/5/2011° 218,000 - - - 218,000
10/5/2012° 216,000™ - - - 216,000
10/5/2012° 216,000 - - - 216,000
10/5/2012° 218,000 - - - 218,000
03/5/2013° 216,000™ - - - 216,000
03/5/2013° 216,000 - - - 216,000
03/5/2013° 218,000 - - - 218,000
02/5/2014° 216,000™ - - - 216,000
02/5/2014° 216,000 - - - 216,000
02/5/2014° 218,000 - - - 218,000
04/5/2015¢ - 216,000™ - - 216,000
04/5/2015¢ - 216,0007 - - 216,000
04/5/2015¢ - 218,000 - - 218,000
HMiiE BB~ 06/7/2010° 2,140,000 - 2,140,000¢ - i3
05/5/2011° 732,000™ - - - 732,000
05/5/2011° 732,000 - - - 732,000
05/5/2011° 736,0007 - - - 736,000
10/5/2012° 732,000™ - 100,000¢ - 632,000
10/5/2012° 732,000 - 100,000¢ - 632,000
10/5/2012° 736,000 - 100,000¢ - 636,000
03/5/2013° 732,000™ - - - 732,000
03/5/2013° 732,000 - - - 732,000
03/5/2013° 736,0007 - - - 736,000
02/5/2014° 894,000 - 50,000¢ - 844,000
02/5/2014° 894,0007 - - - 894,000
02/5/2014° 899,500™ - - - 899,500
04/5/2015¢ - 932,000™ - - 932,000
04/5/2015¢ - 932,000 - - 932,000
04/5/2015¢ - 936,0007 - - 936,000
HAn 2R A ** 05/5/2011° 100,000™ - 50,000¢ - 50,000
05/5/2011° 100,0007 - - - 100,000
05/5/2011° 100,0007 - - - 100,000
10/5/2012° 100,000™ - - - 100,000
10/5/2012° 100,0007 - - - 100,000
10/5/2012° 100,0007 - - - 100,000
03/5/2013° 50,000 - - - 50,000
03/5/2013° 50,0007 - - - 50,000
03/5/2013° 50,0007 - - - 50,000
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06/7/2010 06/7/2010 - 05/7/2011 06/7/2011 - 06/7/2015 28.49
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b Particulars of share options granted in years 2011 to 2014:

Exercise Price Per Share

Date of Grant Tranche Vesting Period Exercise Period HK$
05/5/2011 T1 05/5/2011 - 04/5/2012 05/5/2012 - 05/5/2017 32.00
05/5/2011 2 05/5/2011 - 04/5/2013 05/5/2013 - 05/5/2018 32.00
05/5/2011 73 05/5/2011 - 04/5/2014 05/5/2014 - 05/5/2019 32.00
10/5/2012 T1 10/5/2012 - 09/5/2013 10/5/2013 - 10/5/2018 28.99
10/5/2012 2 10/5/2012 — 09/5/2014 10/5/2014 - 10/5/2019 28.99
10/5/2012 3 10/5/2012 — 09/5/2015 10/5/2015 - 10/5/2020 28.99
03/5/2013 T1 03/5/2013 — 02/5/2014 03/5/2014 — 03/5/2019 31.40
03/5/2013 2 03/5/2013 — 02/5/2015 03/5/2015 — 03/5/2020 31.40
03/5/2013 3 03/5/2013 - 02/5/2016 03/5/2016 — 03/5/2021 31.40
02/5/2014 T1 02/5/2014 - 01/5/2015 02/5/2015 - 02/5/2020 32.50
02/5/2014 2 02/5/2014 - 01/5/2016 02/5/2016 — 02/5/2021 32.50
02/5/2014 3 02/5/2014 - 01/5/2017 02/5/2017 - 02/5/2022 32.50

c  Share options granted in year 2015:

(i) Particulars:

Exercise Price Per Share

Date of Grant Tranche Vesting Period Exercise Period HK$
04/5/2015 T1 04/5/2015 - 03/5/2016 04/5/2016 — 04/5/2021 34.15
04/5/2015 2 04/5/2015 — 03/5/2017 04/5/2017 — 04/5/2022 34.15
04/5/2015 3 04/5/2015 — 03/5/2018 04/5/2018 — 04/5/2023 34.15

(i) The closing price of the shares of the Bank on 30th April, 2015 (being the business day immediately preceding 4th May, 2015 on
which the options were granted) was HK$33.70.

(iii) Fair value of share options granted during the year ended 31st December, 2015 and the assumptions are set out in Note 39 on the

accounts.

d  The annual weighted average (“AWA”) closing price of the shares of the Bank immediately before the date on which the Options were
exercised during the year ended 31st December, 2015:

Exercise Price Per Share

HWA Closing Price

Date of Grant Tranche No. of Options Exercised HKS HKS
06/7/2010 - 3,440,000 28.49 33.06
05/5/2011 T1 50,000 32.00 35.00
10/5/2012 T1 100,000 28.99 34.57
10/5/2012 2 100,000 28.99 34.78
10/5/2012 3 768,000 28.99 31.96
03/5/2013 T1 666,000 31.40 31.80
02/5/2014 T1 50,000 32.50 35.00

(2) No share options were cancelled during the year ended 31st December, 2015.

(3) The accounting policy adopted for share options is set out in Note 2(qg)(iv) on the accounts.

Save as disclosed above, as at 31st December, 2015, none of the Directors or Chief Executive of the Bank or their spouses
or children under 18 years of age were granted or exercised any right to subscribe for any equity or debt securities of the

Bank or any of its associated corporations.

INFORMATION ON SHARE OPTION SCHEME

The following is a summary of the 2011 Scheme disclosed in accordance with the Listing Rules:

1. Purpose of the 2011 Scheme:

(@ The 2011 Scheme is a share incentive scheme and is established to recognise and acknowledge the contributions
that eligible persons had made or may make to the Group.

(b)  The 2011 Scheme will provide the eligible persons with an opportunity to have a personal stake in the Bank
with the view to motivating the eligible persons to optimise their performance and efficiency for the benefit of

the Group.
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2. Participants of the 2011 Scheme:

The Board may at its discretion grant options to any employees including Executive Directors and Chief Executive of
the Group.

3. Total number of shares available for issue under the 2011 Scheme and % of issued shares at 31st December, 2015:

The total number of shares available for issue under the 2011 Scheme is 26,271,500 ordinary shares representing
0.99% of the issued shares of the Bank at 31st December, 2015.

4. Maximum entitlement of each participant under the 2011 Scheme:

No options may be granted to any eligible persons, which if exercised in full would result in the total number of shares
issued and to be issued upon exercise of the share options already granted or to be granted to such eligible person
under the 2011 Scheme or any other schemes (which are subject to regulation under Chapter 17 of the Listing Rules)
of the Bank (including exercised, cancelled and outstanding share options) in the 12-month period up to and including
the date of such new grant exceeding 1% of the issued share capital as at the date of such new grant. Any grant of
further options above this limit shall be subject to certain requirements as stipulated in the rules of the 2011 Scheme.

5. The period within which the shares must be taken up under an option:

Beginning on the vesting date of such options, the date on which such option is vested and becomes exercisable,
and ending on the fifth anniversary of the vesting date thereof, except as provided otherwise in the rules of the
2011 Scheme.

6. The minimum period for which an option must be held before it can be exercised:

From the Date of Grant of such options up to the day immediately before the vesting date thereof.

7. The amount payable on application or acceptance of the option and the period within which payments or
calls must or may be made or loans for such purposes must be paid:

N/A

8. The basis of determining the exercise price:
The exercise price is determined by the Directors and being not less than the highest of:

(@)  the closing price of the Bank’s ordinary shares in the Stock Exchange’s daily quotations sheet on the date of
grant of the relevant options; and

(b) an amount equivalent to the average closing price of the Bank’s ordinary shares as stated in the Stock Exchange’s
daily quotation sheets for the 5 business days immediately preceding the date of grant of the relevant options.

9. Vesting of Options:

Save as provided otherwise in the rules of the 2011 Scheme, an option granted under the 2011 Scheme shall be
vested and become exercisable as follows:

(@ not more than one third of the option shall be vested and become exercisable on the first anniversary of the
Date of Grant;

(b)  not more than one third of the option shall be vested and become exercisable on the second anniversary of the
Date of Grant; and

(©)  the remaining balance of the option shall be vested and become exercisable on the third anniversary of the
Date of Grant.

10. The remaining life of the 2011 Scheme:

The Scheme Period will end on 18th April, 2016.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS

As at 31st December, 2015, the interests or short positions of substantial shareholders and other persons in the shares
and underlying shares of the Bank as recorded in the register required to be kept under section 336 of the SFO (the

“Register”) were as follows:

% of issued

Name Capacity and nature No. of shares voting Shares
Sumitomo Mitsui Banking Corporation Beneficial owner 455,369,605 (L)' 17.43
Sumitomo Mitsui Financial Group, Inc. Interest of Corporation 455,369,605 (L)' 17.43
CaixaBank, S.A. Beneficial owner 455,225,579 (L)? 17.24
455,225,579 (S)?
455,225,579 (DS)?
Criteria Caixa, S.A., Sociedad Unipersonal Interest of corporation 455,225,579 (L)? 17.24
455,225,579 (DL)?
Fundacion Bancaria Caixa d'Estalvis i Pensions de Interest of corporation 455,225,579 (L) 17.24
Barcelona, “la Caixa”
Guoco Management Company Limited Beneficial owner 369,755,978 (L)*4 14.15°
Guoco Group Limited Interest of corporation 369,755,978 (L)} 14.15
GuolLine Overseas Limited Interest of corporation 369,755,978 (L)? 14.15°
Guoline Capital Assets Limited Interest of corporation 369,755,978 (L)? 14.15°
Hong Leong Company (Malaysia) Berhad Interest of corporation 369,755,978 (L)34 14.15
HL Holdings Sdn Bhd Interest of corporation 369,755,978 (L)? 14.15
QUEK Leng Chan Interest of corporation 369,755,978 (L) 14.15
Hong Leong Investment Holdings Pte. Ltd. Interest of corporation 369,755,978 (L) 14.15
Davos Investment Holdings Private Limited Interest of corporation 369,755,978 (L)* 14.15
KWEK Leng Kee Interest of corporation 369,755,978 (L)* 14.15
Elliott Capital Advisors, L.P. Interest of corporation 184,876,693 (L)° 7.00

(L) - Long positions
(S) - Short positions

(DL) - Derivative interests (long positions)

(DS) - Derivative interests (short positions)

Notes:

1

Sumitomo Mitsui Financial Group, Inc. owned a 100% interest in Sumitomo Mitsui Banking Corporation. Sumitomo Mitsui Financial
Group, Inc. was deemed to be interested in the 455,369,605 shares of the Bank held by Sumitomo Mitsui Banking Corporation.

The Bank had been notified that the shareholdings of the above 2 corporations had been increased such that, as at 31st December,
2015, they stood at 461,891,189 shares (equivalent to approximately 17.49% of the issued shares of the Bank as at 31st December,
2015). Such increases in shareholdings were not required to be disclosed under Part XV of the SFO.

As at 31st December, 2015, Fundacion Bancaria Caixa d'Estalvis i Pensions de Barcelona, “la Caixa” (“la Caixa”) owned a 100% interest in
Criteria Caixa, S.A., Sociedad Unipersonal (formerly known as Criteria CaixaHolding, S.A., Sociedad Unipersonal) (“Criteria Caixa”) which
held a controlling interest in CaixaBank, S.A. (“CaixaBank”). la Caixa and Criteria Caixa were deemed to be interested in the 455,225,579
shares of the Bank held by CaixaBank.

On 3rd December, 2015, it was announced by CaixaBank that it entered into an agreement with Criteria Caixa under which CaixaBank
will transfer to Criteria Caixa, among other assets, all of the shares it owns in the Bank. The transaction, which is scheduled for
completion in the first quarter of 2016, is conditional, among other things, on securing the pertinent requlatory authorisations.
Accordingly, a short position of 455,225,579 shares and derivative interests (short positions) of 455,225,579 shares, respectively for
CaixaBank and derivative interests (long positions) of 455,225,579 shares for Criteria Caixa, were created.

The references to 369,755,978 shares of the Bank in Notes 3 and 4 relate to the same block of shares. Guoco Management Company
Limited was the beneficial owner of 369,755,978 shares (equivalent to approximately 14.0% of the issued shares of the Bank as at 31st
December, 2015). Hong Leong Company (Malaysia) Berhad was deemed to be interested in the 369,755,978 shares held by Guoco
Management Company Limited by virtue of its 100% interest in GuoLine Capital Assets Limited which owned a 100% interest in GuolLine
Overseas Limited. GuoLine Overseas Limited held a 71.88% interest in Guoco Group Limited which in turn owned a 100% interest in
Guoco Management Company Limited. GuoLine Capital Assets Limited, GuoLine Overseas Limited and Guoco Group Limited were all
deemed to be interested in the 369,755,978 shares held by Guoco Management Company Limited.

Quek Leng Chan was deemed to be interested in the 369,755,978 shares held by Guoco Management Company Limited by virtue of his
100% interest in HL Holdings Sdn Bhd (“HLH"). Hong Leong Company (Malaysia) Berhad was 49.27% owned by Quek Leng Chan as to
2.424% under his personal name, 46.534% via HLH which was wholly-owned by him and 0.311% via Newton (L) Limited.
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4 The references to 369,755,978 shares of the Bank in Notes 3 and 4 relate to the same block of shares. Hong Leong Company (Malaysia)
Berhad was 34.69% held by Hong Leong Investment Holdings Pte. Ltd. which was in turn 33.59% held by Davos Investment Holdings
Private Limited. Hong Leong Investment Holdings Pte. Ltd. and Davos Investment Holdings Private Limited were deemed to be interested
in the 369,755,978 shares (equivalent to approximately 14.0% of the issued shares of the Bank as at 31st December, 2015) held by
Guoco Management Company Limited by virtue of their interests in Hong Leong Company (Malaysia) Berhad.

KWEK Leng Kee was deemed to be interested in the 369,755,978 shares held by Guoco Management Company Limited by virtue of his
41.92% interest in Davos Investment Holdings Private Limited.

5 GuolLine Overseas Limited and GuolLine Capital Assets Limited are wholly-owned subsidiaries of Hong Leong Company (Malaysia) Berhad
and Guoco Management Company Limited is a wholly-owned subsidiary of Guoco Group Limited. With the filing of the substantial
shareholder notices by Hong Leong Company (Malaysia) Berhad and Guoco Group Limited, GuoLine Overseas Limited, GuoLine Capital
Assets Limited and Guoco Management Company Limited do not need to file their respective substantial shareholder notices under the
“wholly-owned group exemption” as provided in the SFO.

6  Elliott Capital Advisors, L.P ("ECALP") was deemed to be interested in these shares comprising 122,018,020 shares held by Elliott
International L.P ("EILP"), 62,857,673 shares held by The Liverpool Limited Partnership ("Liverpool LP"), 200 shares held by Artan
Investments Ltd, 200 shares held by Frasco Investments Ltd, 200 shares held by Milton Investments Ltd, 200 shares held by Parlan
Investments Ltd and 200 shares held by Trevet Investments Ltd.

Liverpool LP was 100% controlled by Liverpool Associates, Ltd. Liverpool Associates, Ltd, Artan Investments Ltd and Frasco Investments
Ltd were 100% controlled by Elliott Associates, L.R. Milton Investments Ltd, Parlan Investments Ltd and Trevet Investments Ltd were
100% controlled by EILP which in turn was 100% controlled by Hambledon, Inc..

Both Elliott Associates, L.P and Hambledon, Inc. were 100% controlled by ECALP which is accustomed to act in accordance with the
instructions of Paul Singer.

Save as disclosed above, no other interest or short position in the shares or underlying shares of the Bank were recorded
in the Register.

EQUITY-LINKED AGREEMENTS

During the year, other than the Staff Share Option Schemes as set out in the above section under “Information on Share
Options” and Notes 2(qg)(iv) and 39 on the accounts, the Bank has not entered into any equity-linked agreement.

PUBLIC FLOAT

As at the date of this report, the Bank has maintained the prescribed public float under the Listing Rules, based on the
information that is publicly available to the Bank and within the knowledge of the Directors.

DONATIONS

Donations made by the Group during the year for charitable and community purposes amounted to approximately HK$5
million (2014: HK$5 million).

CORPORATE GOVERNANCE

The Bank is committed to maintaining high corporate governance standards. Information on the corporate governance
practices adopted by the Bank is set out in the Corporate Governance Report of the Annual Report.

COMPLIANCE WITH THE BANKING (DISCLOSURE) RULES

The Annual Report for the financial year ended 31st December, 2015 complies with the applicable disclosure requirements
of the Banking (Disclosure) Rules.

AUDITORS

A resolution for the re-appointment of KPMG as auditors of the Bank is to be proposed at the forthcoming Annual
General Meeting.

On behalf of the Board
David LI Kwok-po

Chairman & Chief Executive

Hong Kong, 15th February, 2016
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INDEPENDENT AUDITOR’S REPORT

KPMG

TO THE MEMBERS OF THE BANK OF EAST ASIA, LIMITED

(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of The Bank of East Asia, Limited (“the Bank”) and its subsidiaries (together “the
Group”) set out on pages 142 to 287, which comprise the consolidated statement of financial position as at 31st December, 2015,
the consolidated income statement, the consolidated statement of comprehensive income, the consolidated statement of changes in
equity and the consolidated cash flow statement for the year then ended and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Bank are responsible for the preparation of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants and the
Hong Kong Companies Ordinance and for such internal control as the directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. This report is made solely to
you, as a body, in accordance with section 405 of the Hong Kong Companies Ordinance, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation of the consolidated financial statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view of the financial position of the Group as at 31st December,
2015 and of the Group's financial performance and cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in compliance with the Hong Kong Companies Ordinance.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

Hong Kong, 15th February, 2016
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CONSOLIDATED INCOME STATEMENT
meakax

For the year ended 31st December, 2015 & Z 2015 12 531 HILFE

Interest income FEMKA 5 23,588 25,457
Interest expense FEZH 6 (11,654) (12,782)
Net interest income SRR BUA 11,934 12,675
Fee and commission income RSB RBIUA 7 5,016 5,023
Fee and commission expense RSB RAEZ M (917) (877)
Net fee and commission income BRi%E RAe WA TR 4,099 4,146
Net trading profits RGN FEE 8 229 870
Net result from financial instruments 1T AiRiE R DA A

designated at fair value through AT EESHRTIA

profit or loss HFRE 9 (35 (130)
Net hedging (loss)/profit R (E8) wFFE 10 (10) 3
Net insurance revenue REBRERSFWA 11 372 323
Other operating income Hpgs gl 12 475 345
Non-interest income FEFI B A 5,130 5,557
Operating income A 17,064 18,232
Operating expenses L 13 (9.732) (9,849)
Operating profit before impairment losses RIBRBEIRR 288 H T 7,332 8,383
Impairment losses on loans and advances ERRBHRERK 14 (2,042) (990)
Write back of impairment losses on

held-to-maturity investments BRI HREREBKEE 31 - 3
Impairment losses on available-for-sale

financial assets AHHESREEREIRX (17) (14)
Impairment losses VEAEEEES (2,059) (1,001)
Operating profit after impairment losses [RENICIGAIEE PR Pl yiny 5,273 7,382
Net profit/(loss) on sale of held-to- HERZIERE

maturity investments 23/ (E18) 3 @)
Net profit on sale of available-for-sale HERHRHESMERE

financial assets 2 EH 15 257 101
Net loss on sale of loans and receivables HEERKRERER 2 FER 2) -
Net profit/(loss) on disposal of subsidiaries/ HEMBAR,/HERR

associates 23R/ (E18) 2 (4
Net gain on disposal of fixed assets HEBEEEZFET 16 109 74
Valuation gains on investment properties EEREMERT 35 549 228
Share of profits less losses of associates FE(REEE A RlE A REE 33 558 645
Profit for the year before taxation FE AR A A 6,749 8,424
Income tax FriSHt 17 (1,111) (1,650)
Profit for the year after taxation FEABRFEEF 5,638 6,774
Attributable to: AR

Owners of the parent REBRR 42(i) 5,522 6,661

Non-controlling interests FEERR 43 116 113
Profit after taxation MR F 1% A 5,638 6,774

Basic
Diluted

2R
#8

20
20

1.95
1.95

2.72
2.72

The notes on pages 149 to 287 form part of these financial statements. Details of dividends
payable to equity shareholders of the Bank attributable to the profit for the year are set out in
Note 19.

F1492 287 A Z B AN B HREZ —2D - &
HEFEERGRTNWENSFARITRREZRSFHER
SRR HIEE19 ©



REGMITERADT | 2015F 3k | 143

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
REeXEBRR

For the year ended 31st December, 2015 #{Z 2015 12 531 HILFE

Net profit F 5,638 6,774
Other comprehensive income for the year: FREMEEE :
Items that will not be reclassified to income A& @ Yz
statement: #IER -
Premises: T
— unrealised surplus on revaluation of — B THFTEAER
premises RERAS 42(b) 14 2
ltems that may be reclassified subsequently A& ATAEEE A URZS &
to income statement: HIEE :
Premises: T -
— deferred taxes —IRFERIIE 42(b) (17) 1
Available-for-sale investment revaluation A ERER
reserve: Efff#E
— fair value changes recognised —(88) /T ABRRES
(from)/to equity NAFEELE) 42(q) (17) 915
— fair value changes reclassified - EVAE N e
from/(to) income statement: AFEEEE) :
— on impairment and amortisation — BB R 42(g) 61 8
- on disposal —HE 42(q) (327) (79)
— deferred taxes —EEHIR 42(g) 6 (164)
Share of changes in equity of associates FE(GE & D R R K 2 E) 42(h) (59) )
Exchange differences on translation of: B EEEMNERZ5 -
— accounts of overseas branches, — BT IHBRARI R
subsidiaries and associates NG (2,157) (990)
Other comprehensive income H 2 HE e (2,496) (316)
Total comprehensive income FENELE 3,142 6,458
Total comprehensive income attributable to; ~ 2E I AEAIEER -
Owners of the parent REBIER 3,051 6,350
Non-controlling interests FEPER RS 91 108
3,142 6,458

The notes on pages 149 to 287 form part of these financial statements.

F149%22878 2 M BANM 5 sak 2 — 27 ©
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
HREMBRRE

As at 31st December, 2015 2015412531 H

ASSETS BE
Cash and balances with banks and other Re RERTNE S REE
financial institutions K 4ETF 24 69,122 70,358
Placements with banks and other financial FERITRE S RIS
institutions MIFR 25 80,828 50,769
Trade bills S 26 19,532 60,675
Trading assets ROAREE 27 5,335 2,885
Financial assets designated at fair value EEABBEZURMATER
through profit or loss RemEE 28 4,336 8,713
Positive fair value of derivatives MTETEREAFER 46(b)(ii) 6,205 3,537
Advances to customers and other accounts  FRPEFA K EAERIE 29 473,088 482,140
Available-for-sale financial assets At ESHEE 30 93,595 86,316
Held-to-maturity investments FZEIEERE 31 6,199 6,747
Investments in associates BENTIRE 33 5,763 6,083
Fixed assets EEBE 35 13,297 13,117
— Investment properties —REME 4,891 4,544
— Other property and equipment —HitoE Rk 8,406 8,573
Goodwill and intangible assets EERENEE 34 3,883 3,955
Deferred tax assets RIEFIBEE 36(b) 181 96
Total Assets BERTE 781,364 795,891
EQUITY AND LIABILITIES BREENEE
Deposits and balances of banks and other RIT R E M S BB R 173X
financial institutions =1 32,126 33,323
Deposits from customers BEPER 540,743 548,184
Trading liabilities Ro5BBEE 37(a) 889 21
Negative fair value of derivatives METIAMNARTEERE 46(b)(ii) 6,909 4,823
Certificates of deposit issued BRI 37,277 44,398
- Designated at fair value through profit — 1B AR B AR
or loss NYEE 16,457 14,444
~ At amortised cost — B 20,820 29,954
Current taxation ANEFETE 36(a) 1,325 1,172
Debt securities issued BRITERKES 13,597 22,424
- Designated at fair value through profit —EEABBERRIA R
or loss NFEE 2,539 7,595
- At amortised cost — B AR 11,058 14,829
Deferred tax liabilities EERIBEAE 36(b) 534 686
Other accounts and provisions A ARIE S 37(b) 45,327 50,081
Loan capital — at amortised cost EEER—#HEKA 38 16,996 17,335
~_ Total Liabilities ~ &fEes 695723 722,447
Share capital & 40 33,815 25,217
Reserves (547 42 43,598 43,663
Total equity attributable to owners of the
parent BENANEER R ERARE 77,413 68,880
Additional equity instruments HINEAT A 41 5,016 -
Non-controlling interests Elailys 43 3,212 4,564
 TotalEquty ~ BR#=es 85641 . 73,444
Total Equity and Liabilities R ER R B ERE 781,364 795,891
Approved and authorised for issue by the Board on 15th February, 2016. EEYMN201652 71581k RIZREEM
Chairman and Chief Executive David LI Kwok-po FRERTEAZ TEE
Directors Winston LO Yau-lai EF BERE

The notes on pages 149 to 287 form part of these financial statements. £149%287H 2 M B AR IGSRE Y — 55 o
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FeEHRBEBR

For the year ended 31st December, 2015 #{Z 2015 12 531 HILFE

At tstJanuary, 2015 R201551A1R 25217 8 1,970 1,660 1642 0 13930 4,300 19809 68,880 - 4564 73444
Changes in equity Bafy
Profit for the year FEAET - - - - - - - - 552 552 - 116 5,638
Other comprehensive
income Et2Eka - - 2.132) (2m) 3) - - (59) - 241 - (25) (2,49)
Total comprehensive
income 2EkEEE - - (2132) 2n) 3) - - (59) 5522 3,051 - 91 318
Issue of additional equity
nsturents BAERATE - - - - - - - - - - s - s
Sharesissuedinleuof — ARRE XK
dividend (Note 40) (Wiz40) 1856 - - - - - - - - 1856 - - 1,856
Subscription of new
shaes (Note 40) BfER ) 6,576 - - - - - - - - 6576 - - 65T
Shares issued under
Staff Share Option ~ REEEZRFEL
Schemes (Note 40) WA Hit40) 150 - - - - - - - - 150 - - 150
Equity settled share-
based transaction DY v
(Note 42(f) ReEan) - /) - - - - - - - u - - /)
Transfer &5 16 (16) - - - 2 B 425 (450) - - - -
Dividends declared or
approved during FRNDERTHE
the year e - - - - - - - - e - ) (9%
Redemption of Hybrid
Tier 1 capital
instruments’ BERA-REATE
(Notes 42() and 43) (Wza20743) - - - - - - - - 211) 1) - (1,361) (1,572)
At 315t December, 2015 520158124318 33,815 90 (162) 1,383 1,639 230 13,953 4,666 21,799 77413 5,016 3212 85,641

1. During the year, the Bank issued HK$5,038 million (USD650 million) undated non-cumulative
subordinated Additional Tier 1 capital securities (“AT1"). Direct issuance costs of HK$22 million
are accounted for as a deduction from the equity instruments.

2. During the year, the Bank redeemed HK$ 1,361 million Hybrid Tier 1 capital instruments which
are classified as non-controlling interests in the consolidated financial statements, through
exchange offer with AT1 (HK$672 million) and tender offer (HK$900 million). The purchase
premium of HK$211 million paid in excess of the carrying amount of the non-controlling
interests acquired was charged to retained profits.

3. Other reserves include statutory reserve and other reserves.

The notes on pages 149 to 287 form part of these financial statements.

1. FER - R{TEITB 5038187 (£ 7T6.5018)
FIHHIEREEEFINRATA ([FINRAL
A ]) o BEZITHAEIE2,2008 TASE AR -+ i
AR T A AR

2. FA ARTUAKBEL (GER6. 72187 ) IIEZ
#CEMIMET) F B EEK 1361 BETREE
BRI D ERIERE R 2 RE —REART
A o XV IBBA PR o AR A (B2 )ik (BB A
2.1 1ETRE R B Fm FIH 55

3. B EREAT G ERE M o

F1495287B 2 B AMBHRERZ —H5 °
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
nekagE R (E)

For the year ended 31st December, 2014 & Z 2014 12 A 31 HILFE

At tst lanuary, 2014 #201451R1R

(As restated) (B8) 5724 17,770 69 2,955 980 1,639 200 138717 3,690 16,778 63,682 4552 68,234
Changes in equity BEEY
Profit for the year EEMEF = = - - - - - - - 6,61 6,661 13 6774
Other comprehensive
income Eo2EkE - - - (985) 680 3 - - 9 - B1) ) (316)

Total comprehensive
income 2ENELE - - - (985) 680 3 = = (9) 6,661 6,350 108 6,458

Shares issued inlewof  WIRK B TEIRG

dividend (Note 40) (W) 1,664 - - - - - - - - - 1,664 - 1,664
Shares issued under

Staff Share Option ~~ RFEEZRHEHLT

Schemes (Note 40) Bk Wizt40) 50 - - - - - - - - - 50 - 50
Shares issued expense  ETR(A = = = = = = @) = = = @ = @)
Equity settled share-

based transaction IRHAEREL 2

(Note 42(f) ReHa) = - I - - - - - - - A - 2
Transfer 25 9 - 9 - - - 30 53 619 (702) - - -
Dividends declared or

approved during EREND SR

the year RERS = = = = = = = = - 8 (8% %6 (2984
Transition to no-par

value regime BEZN014E3A3AR

on 3rd March, ZEZAEE

2014 (Note 40) (Hita0) 1770 (17,770) - - - - - - - - - = =

At 315t December, 2014 12014£128318 2517 - 84 1,970 1,660 1,642 28 13930 4,300 19,849 68,830 4,564 73444
3. Other reserves include statutory reserve and other reserves. 3. HMEEEIEEEREREMEE

The notes on pages 149 to 287 form part of these financial statements. E149Z287H 2 B AN Bz 2 — 35D °
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CONSOLIDATED CASH FLOW STATEMENT
ﬁ a8 iﬂ ﬁ o E §

For the year ended 31st December, 2015 & Z2015% 12 A 31 HILFEE

OPERATING ACTIVITIES REXBEE
Profit for the year before taxation FEARFEANRA] 6,749 8,424
Adjustments for: T
Charge for impairment losses on loans
and advances £ \m&ﬁmﬁkﬁ% KX 8 14 2,042 990
Charge for impairment allowances on Jﬁ,ﬁhﬁﬂl—mﬁﬂjﬁ
held-to-maturity investments and pﬂl ZREEE
available-for-sale financial assets izt 17 1
Share of profits less losses of associates FE(RES & A Rl EFREE (558) (645)
Net (profit)/loss on sale of held-to-maturity ﬁ%%zﬂlﬁ‘ﬁxﬁz
investments FOrfl) /58 (3) 2
Net profit on sale of available-for-sale HEAHPESHEEY
financial assets F Al (257) (101)
Net (profit)/loss on disposal of subsidiaries HEHBAR MBEATZ
and associates ﬁ(?ﬁ%‘J)/ [t (¥3] 4
Net gain on disposal of fixed assets HEBTEEZZERM (109) (74)
Interest expense on certificates of deposit, BEIESE  BBEFK
debt securities and loan capital issued EEEAF SN 1,843 1,855
Depreciation on fixed assets BEEERE 13, 35 523 664
Dividend income from available-for-sale AREESRHEE
financial assets fREBA (40) (28)
Amortisation of intangible assets B 13 32 32
Amortisation of premium/discount on E?&ﬁﬁmm B ES
certificates of deposit, debt securities and RIESERNRE/
loan capital issued Biigit £ 236 218
Revaluation gains on certificates of deposit, — Ef4T0 EITHERE - BFEES
debt securities and loan capital issued MEEEKREF (45) (5)
Valuation gains on investment properties BHREMERT 35 (549) (228)
Equity settled share-based payment expenses AR AR (S (5 2 42(f) 22 24
OPERATING PROFIT BEFORE CHANGES IN
WORKING CAPITAL EEE SR BN EA 9,901 11,143
(Increase)/decrease in operating assets: REERE(IE) /R
Cash and balances with banks with JRAEAR A3 E A EER S
original maturity beyond three months REAMRITERNETE 7,644 926
Placements with banks and other financial
institutions with original maturity beyond  JRZANHARR A31E A A FEISRTT
three months REAMEREETR 5,407 (10,544)
Trade bills B5ZE 41,143 (735)
Trading assets ?&%)ﬂ%ﬁﬁ? (906) 2,420
Financial assets designated at fair value BEABBERIARBA
through profit or loss EENSREE 4,377 2,893
Positive fair value of derivatives TETEMEATEE (2,668) 88
Advances to customers BE#H 881 (38,559)
Advances to banks and other financial
institutions RITREAM S BEERR 24 (50)
Held-to-maturity debt securities SR HERES (208) (1,319)
Available-for-sale financial assets AHEESREE (10,436) (17,789)
Other accounts and accrued interest ﬁ@ﬁﬁﬁ&ﬁé%ﬁﬂ% 6,397 3,829
Increase/(decrease) in operating liabilities: RS EE /Of)E
Deposits and balances of banks and iﬁﬁﬁﬁﬁﬁ Vaﬂ%%ﬂ’lrm
other financial institutions e (1,197) 4,400
Deposits from customers BEER (7,441) 13,213
Trading liabilities RHPBEE 868 10
Negative fair value of derivatives TETANBRATER 2,086 278
Other accounts and provisions HAfRIE R & (4,564) (4,139)
Exchange adjustments ME i SR (2,506) (962)
NET CASH INFLOW/(OUTFLOW)
FROM OPERATIONS RETFBHRLSHAGR)FE 48,802 (34,897)
Income tax paid BERAER
Hong Kong profits tax paid BERBEENGEH (794) (919
Outside Hong Kong profits tax paid EREINFIEE (383) (982)
NET CASH GENERATED FROM/(USED IN) JRHE /(BR)SEEKEH >
OPERATING ACTIVITIES BHEEaE 47,625 (36,798)

The notes on pages 149 to 287 form part of these financial statements. F149%2878 2 MFB A GHER 2 —75 °
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

RERERER(E)

For the year ended 31st December, 2015 & Z2015F 12 431 HIEFE

INVESTING ACTIVITIES REEH
Dividends received from associates R = A AR S 35 172
Dividends received from available-for-sale WS ER A 1 6 AR £
equity securities EHRE 40 28
Purchase of equity securities BARNES (2,174) (1,985)
Proceeds from sale of equity securities HERDFBAFTE A 1,931 1,780
Purchase of fixed assets BAREAE (446) (305)
Purchase of investment properties BAREMZE (20) (44)
Proceeds from disposal of fixed assets HEBTEEEMBGSIE 158 130
Purchase of shareholding in associates FEN NGl S (61) (1,139)
Proceeds from disposal of an associate & — Rl A RIS R 1 -
Purchase of subsidiaries EAKRBAR 47(a) (1) 23)
____NET CASH USED IN INVESTING ACTIVITIES  ARB&EEB2REeF® 63 (1,380)
FINANCING ACTIVITIES MEEH
Ordinary dividends paid TR BRARS (817) (991)
Distribution to Hybrid Tier 1 issue RETRA—REATLR
holders BFEA 19(c) (320 (330)
Subscription of new shares R 40 6,576 -
Issue of ordinary share capital BT LR 40 150 50
Issue of additional equity instruments BITHINEA T A 4,344 -
Issue of certificates of deposit BITENE 61,503 67,798
Issue of debt securities BITEBES 11,150 26,426
Issue of loan capital BIIEEER - 3,863
Redemption of Hybrid Tier 1 issued BEERTREE—REATIA (900) =
Redemption of certificates of deposit issued — B&[EI B 217175075 (68,298) (66,414)
Redemption of debt securities issued BEEBAEEES (19,462) (8,621)
Interest paid on loan capital TREEEARFE (1,032) (755)
Interest paid on certificates of deposit issued {2 B1T1EHEF & (731) (620)
Interest paid on debt securities issued XNEEITEBESFNE (271) (243)
NET CASH (USED IN)/GENERATED FROM (BR)/REREEIE2RE
| FINANCING ACTIVITIES B .. ®108 20,163
NET INCREASE/(DECREASE) IN CASH BeRERBELERF
AND CASH EQUIVALENTS /(%) 8 38,980 (18,021)
CASH AND CASH EQUIVALENTS MATEZEER
AT 1ST JANUARY ZEARLEH 47(b) 71,986 90,007
CASH AND CASH EQUIVALENTS R12A31EZBER
AT 31ST DECEMBER ZEHRLEH 47(b) 110,966 71,986
Cash flows from operating ViAEESES AR Tl
activities included: RenseE
Interest received FEUWA 23,857 27,469
Interest paid FEZH 12,238 14,357
Dividend received B EUA 80 71

The notes on pages 149 to 287 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

1. PRINCIPAL ACTIVITIES EZ 7K

Bt 5 8 & B 5

The Bank and its subsidiaries (the “Group”) are engaged in the provision of
banking and related financial services, and business, corporate and investor
services.

2. SIGNIFICANT ACCOUNTING POLICIES FE&:tEER

AIREMBRR(AREDNEEEB S
RERTRABENSRRE - UEREH - &
ERREER

(a) Statement of Compliance

These financial statements have been prepared in accordance with all applicable
HKFRS, which collective term includes all applicable individual HKFRS, HKAS and
Interpretations issued by the HKICPA, accounting principles generally accepted
in Hong Kong and the requirements of Companies Ordinance. These financial
statements also comply with the applicable disclosure provisions of the Listing
Rules. A summary of the significant accounting policies adopted by the Group is
set out below.

The HKICPA has issued certain new and revised HKFRS that are first effective or
available for early adoption for the current accounting period of the Group and the
Bank. Note 3 provides information on any changes in accounting policies resulting
from initial application of these developments to the extent that they are relevant
to the Group for the current and prior accounting periods reflected in these
financial statements.

(b) Basis of Preparation of the Financial Statements

The financial statements for the year ended 31st December, 2015 comprise the
Group and the Group's interest in associates.

The measurement basis used in the preparation of the financial statements is the
historical cost except that the following assets and liabilities are stated at their fair
value as explained in the accounting policies set out below:

— financial instruments classified as trading, designated at fair value through
profit or loss and available-for-sale (Note 2(f)ii));

— derivative financial instruments (Notes 2(f)(ii), (vi) and 2(g)); and

— investment properties (Note 2(h)(ii)).

The preparation of financial statements in conformity with HKFRS requires
management to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets and liabilities, income
and expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

(a) FAEELIES

(b

~

AMBHRDIZRE LG AGRMME
EREKEBHBREER) - EEEBE 21
ERERAKEBM RS ER)  (FEE

ERDRRE - AREE—REANSERA
R RRUEBIDEIESR « AFBI|R T ECE

MRADBRNBRERTE - ARERANER
BRI o

B NS ERM BRI REETH
<<§x§é!ﬁ%#&%é§ﬂﬂ>> C WRAREEARER
RITEE R B R A AT AR R AN © B
AE3TR R BRI A % S ER M G R HR
HPNEY  MZEEHRABREARER
R ARREAT R EF B NP BERE

M RR R B E
HE2015F12 A31 B IEFENUBHREREIE
ANEE R H RE(RE AN A 24 o

BUATEERBBRARFEBIIERIN A
BBRREARERAERTEELE - §H
FHBEEIIN TSR

- DEEXZMAE - HEBEBERIARR
RNFEERATHHEN ST A(ME
2(f)(ii))

— PTHESRIT AKEE200G) ,
)58

v &2(g)) :

—  RE®EEEE2)) ©
B(EBRBREEA) 2 BK - ERUMTS
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ZERSHE - ARG RBRIIRERERS
RTAIEEMAE - RIEBEZERREM
BRI - B H R AR LE R B 1 L SRR e 2 O
EERBENEREE ERAERIRELS
fEt AR



150 | The Bank of East Asia, Limited | Annual Report 2015

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

LR E )

2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

(9]

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimate
is revised if the revision affects only that period, or in the period of the revision and
future periods if the revision affects both current and future periods.

Details of judgements made by management in the application of HKFRS that
have significant effect on the financial statements and major sources of estimation
uncertainty are discussed in Note 53.

Basis of Consolidation

These consolidated financial statements cover the consolidated position of the
Bank and all subsidiaries unless otherwise stated and the Group's interest in
associates. For information required to be reported in accordance with the Banking
(Disclosures) Rules, the basis of consolidation is set out in Note 1 in the Unaudited
Supplementary Financial Information.

(i) Subsidiaries and Non-controlling interests

The consolidated financial statements include the financial statements of the
Bank and all its subsidiaries made up to 31st December each year. Subsidiaries
are entities controlled by the Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from its involvement with the entity
and has the ability to affect those returns through its power over the entity.
When assessing whether the group has power, only substantive rights (held by
the Group and other parties) are considered.

An investment in a subsidiary is consolidated into the consolidated financial
statements from the date that control commences until the date that control
ceases. Intra-group balances, transactions and cash flows and any unrealised
profits arising from intra-group transactions are eliminated in full in preparing
the consolidated financial statements. Unrealised losses resulting from intra-
group transactions are eliminated in the same way as unrealised gains but only
to the extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary not attributable
directly or indirectly to the Bank, and in respect of which the Group has not
agreed any additional terms with the holders of those interests which would
result in the Group as a whole having a contractual obligation in respect
of those interests that meets the definition of a financial liability. For each
business combination, the Group can elect to measure any non-controlling
interests either at fair value or at the non-controlling interests’ proportionate
share of the subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated statement of
financial position within equity, separately from equity attributable to equity
shareholders of the Bank. Non-controlling interests in the results of the Group
are presented on the face of the consolidated income statement and the
consolidated statement of comprehensive income as an allocation of the net
profit and total comprehensive income for the year between non-controlling
interests and equity shareholders of the Bank.

(9]
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Changes in the Group's interests in a subsidiary that do not result in a loss
of control are accounted for as equity transactions, whereby adjustments
are made to the amounts of controlling and non-controlling interests
within consolidated equity to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is accounted for as a disposal
of the entire interest in that subsidiary, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in that former subsidiary at
the date when control is lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a financial asset (Note 2(f))
or, when appropriate, the cost on initial recognition of an investment in an
associate (Note 2(c)(ii)).

In the Bank's statement of financial position, its investments in subsidiaries are
stated at cost less any impairment losses, if any (Note 2(k)).

Associates

The consolidated financial statements include the attributable share of the
results and reserves of associates based on financial statements prepared at
dates not earlier than three months prior to 31st December, 2015. An associate
is @ company in which the Group or the Bank has significant influence, but not
control or joint control, over its management, including participation in the
financial and operating policy decisions.

An investment in an associate is accounted for in the consolidated financial
statements under the equity method unless it is classified as held-for-sale.
Under the equity method, the investment is initially recorded at cost, adjusted
for any excess of the Group’s share of the acquisition-date fair values of the
associate’s identifiable net assets over the cost of the investment (if any).
Thereafter, the investment is adjusted for the post acquisition change in the
Group's share of the associate’s net assets and any impairment loss relating to
the investment (Note 2(j) and 2(k)). Any acquisition-date excess over cost, the
Group's share of the post-acquisition, post-tax results of the associates and
any impairment losses for the year are recognised in the consolidated income
statement, whereas the Group's share of the post-acquisition post-tax items of
the associate’s other comprehensive income is recognised in the consolidated
statement of comprehensive income.

When the Group’s share of losses exceeds its interest in the associates,
the Group’s interest is reduced to nil and recognition of further losses is
discontinued except to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the associate. For
these purposes, the Group's interest in the associate is the carrying amount
of the investment under the equity method together with the Group’s long-
term interests that in substance form part of the Group’s net investment in the
associate.

Unrealised profits and losses resulting from transactions between the Group
and its associates are eliminated to the extent of the Group’s interest in the
associates, except when unrealised losses provide evidence of an impairment
of the asset transferred, in which case they are recognised immediately in
profit or loss.

(ii)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

LR E )

2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

When the Group ceases to have significant influence over an associate, it
is accounted for as a disposal of the entire interest in that associate, with a
resulting gain or loss being recognised in profit or loss. Any interest retained in
that former associate at the date when significant influence is lost is recognised
at fair value and this amount is regarded as the fair value on initial recognition
of a financial asset (Note 2(f)).

The Bank accounts for the results of associates to the extent of dividends
received. Investments in associates are stated in the Bank's statement of
financial position at cost less any impairment losses (Note 2(k)).

An associate is considered material if it is material to either income statement
or statement of financial position of the Group in two consecutive years.

(d) Translation of Foreign Currencies
Foreign currencies transactions during the year are translated into Hong Kong
dollars at the rates of exchange ruling at the transaction dates. Monetary assets
and liabilities denominated in foreign currencies are translated into Hong Kong
dollars at the rates of exchange ruling at the end of the reporting period. Exchange
gains and losses are recognised in the income statement.

Non-monetary assets and liabilities that are measured in terms of historical cost
in a foreign currency are translated into Hong Kong dollars using the foreign
exchange rates ruling at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated using
the foreign exchange rates ruling at the dates the fair value was determined.

Exchange differences relating to investments at fair value through profit or loss
and derivative financial instruments are included in gains less losses from trading
securities or financial instruments designated at fair value through profit or loss.
All other exchange differences relating to monetary items are presented as gains
less losses from dealing in foreign currencies in the income statement. Differences
arising on translation of available-for-sale equity instruments are recognised in
other comprehensive income and accumulated separately in equity.

The results of foreign operations are translated into Hong Kong dollars at the
exchange rates approximating the foreign exchange rates ruling at the dates of the
transactions. Items of statement of financial position, including goodwill arising
on consolidation of foreign operations acquired on or after 1st January, 2005,
are translated into Hong Kong dollars at the foreign exchange rates ruling at the
end of the reporting period. The resulting exchange differences are recognised
directly in other comprehensive income and accumulated separately in equity in
the exchange reserve. Goodwill arising on consolidation of a foreign operation
acquired before 1st January, 2005 is translated at the foreign exchange rate that
applied at the date of acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative amount of the exchange
differences relating to that foreign operation is reclassified from equity to the
income statement when the profit or loss on disposal is recognised.
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(e) Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable.

Provided it is probable that economic benefits will flow to the Group and the

revenue and costs, if applicable, can be measured reliably, revenue is recognised in

the income statement as follows:

(i)

(ii)

(iii)

Interest income
Interest income for all interest-bearing financial instruments is recognised in
the income statement on an accruals basis using the effective interest method.

The effective interest method is a method of calculating the amortised cost of
a financial asset and of allocating the interest income over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the financial instrument
or, when appropriate, a shorter period to the net carrying amount of the
financial asset. When calculating the effective interest rate, the Group estimates
cash flows considering all contractual terms of the financial instrument but
does not consider future credit losses. The calculation includes all fees and
points paid or received between parties to the contract that are an integral
part of the effective interest rate, transaction costs and all other premiums or
discounts.

For impaired loans, the accrual of interest income based on the original terms
of the loan is discontinued, but any increase in the present value of impaired
loans due to the passage of time is reported as interest income.

Net income from financial instruments designated at fair value through profit
or loss and net trading income

Net income from financial instruments designated at fair value through profit
or loss and net trading income comprises all gains and losses from changes
in fair value (net of accrued coupon) of such financial assets and financial
liabilities, together with foreign exchange differences and dividend income
attributable to those financial instruments.

Fee and commission income

Fee and commission income is recognised in the income statement when the
corresponding service is provided, except where the fee is charged to cover the
costs of a continuing service to, or risk borne for, the customer, or is interest in
nature. In these cases, the fee is recognised as income in the accounting period
in which the costs or risk is incurred and is accounted for as interest income.

Origination or commitment fees received/paid by the Group which result in
the creation or acquisition of a financial asset are deferred and recognised as
an adjustment to the effective interest rate. If the commitment expires without
the Group making a loan, the fee is recognised as revenue on a straight-line
basis over the commitment period.
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

(iv) Finance income from finance leases

(vi

=

Finance income implicit in finance leases is recognised as interest income
over the period of the lease so as to produce an approximately constant
periodic rate of return of the outstanding net investment in the leases for each
accounting period.

Rental income from operating leases

Rental income received under operating leases is recognised as other operating
income in equal instalments over the periods covered by the lease term, except
where an alternative basis is more representative of the pattern of benefits to
be derived from the leased asset. Lease incentives granted are recognised in
the income statement as an integral part of the aggregate net lease payments
receivable. Contingent rentals receivable are recognised as income in the
accounting period in which they are earned.

Dividend income

Dividend income from unlisted investments is recognised when the
shareholder’s right to receive payment is established unconditionally. Dividend
income from listed investments is recognised when the share price of the
investment is quoted ex-dividend.

(f) Financial Instruments

(0

Initial recognition

The Group classifies its financial instruments into different categories at
inception, depending on the purpose for which the assets were acquired or the
liabilities were incurred. The categories are: fair value through profit or loss,
loans and receivables, held-to-maturity investments, available-for-sale financial
assets and other financial liabilities.

Financial instruments are measured initially at fair value, which normally will
be equal to the transaction price plus, in case of a financial asset or financial
liability not held at fair value through profit or loss, transaction costs that are
directly attributable to the acquisition of the financial asset or issue of the
financial liability. Transaction costs on financial assets and financial liabilities at
fair value through profit or loss are expensed immediately.

The Group recognises financial assets and financial liabilities on the date it
becomes a party to the contractual provisions of the instrument. A regular way
purchase or sale of financial assets at fair value through profit or loss, available
for sales or held to maturity and financial liabilities at fair value through profit
or loss or debts issued are recognised using trade date accounting. Other
financial assets and financial liabilities are recognised using settlement date
accounting. From these date, any gains and losses arising from changes in fair
value of the financial assets or financial liabilities measured at fair value are
recorded.
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(if) Categorisation

Fair value through profit or loss

This category comprises financial assets and financial liabilities held for
trading, and those designated at fair value through profit or loss upon initial
recognition, but excludes those investments in equity instruments that do not
have a quoted market price and whose fair value cannot be reliably measured.

Trading financial instruments are financial assets or financial liabilities which
are acquired or incurred principally for the purpose of trading, or are part of a
portfolio of identified financial instruments that are managed together and for
which there is evidence of a recent actual pattern of short-term profit-taking.
Derivatives are recognised initially, and are subsequently remeasured, at fair
value, and classified as assets when their fair value is positive, or as liabilities
when their fair value is negative. Derivatives that do not qualify for hedge
accounting (Note 2(g)) are accounted for as trading instruments.

Financial instruments are designated at fair value through profit or loss upon
initial recognition when:

the assets or liabilities are managed, evaluated and reported internally on
a fair value basis;

— the designation eliminates or significantly reduces an accounting mismatch
which would otherwise arise;

— the asset or liability contains an embedded derivative that significantly
modifies the cash flows that would otherwise be required under the
contract; or

— the separation of the embedded derivatives from the financial instrument is
not prohibited.

Financial assets and financial liabilities under this category are carried at fair
value. Changes in the fair value are included in the income statement in
the period in which they arise. Upon disposal or repurchase, the difference
between the net sale proceeds or the net payment and the carrying value is
included in the income statement.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market, other than
(a) those that the Group intends to sell immediately or in the near term, which
will be classified as held for trading; (b) those that the Group, upon initial
recognition, designates as at fair value through profit or loss or as available-for-
sale; or (c) those where the Group may not recover substantially all of its initial
investment, other than because of credit deterioration, which will be classified
as available-for-sale. Loans and receivables mainly comprise placements with
banks and other financial institutions, trade bills and loans and advances to
customers.
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

Securities classified as loans and receivables typically comprise securities issued
by the same customers with whom the Group has a lending relationship that
are not quoted in an active market. Investment decisions for credit substitute
securities are subject to the same credit approval processes as loans, and the
Group bears the same customer risk as it does for loans extended to those
customers. Additionally the yield and maturity terms are generally directly
negotiated by the Group with the issuer. These securities include commercial
paper, short term debentures and preference shares issued by the borrower.

Loans and receivables and securities classified as loans and receivables are
carried at amortised cost using the effective interest method, less impairment
losses, if any (Note 2(k)).

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed
or determinable payments and fixed maturity which the Group has the
positive intention and ability to hold to maturity, other than (a) those that the
Group, upon initial recognition, designates as at fair value through profit or
loss or available-for-sale; and (b) those that meet the definition of loans and
receivables.

Held-to-maturity investments are carried at amortised cost using the effective
interest method less impairment losses, if any (Note 2(k)).

If, as a result of a change in intention or ability, it is no longer appropriate to
classify an investment as held-to-maturity, it shall be reclassified as available-
for-sale and remeasured at fair value.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are
designated as available-for-sale or are not classified in any of the other three
categories above. They include financial assets intended to be held for an
indefinite period of time, but which may be sold in response to needs for
liquidity or changes in the market environment.

Available-for-sale financial assets are carried at fair value. Unrealised gains
and losses arising from changes in the fair value are recognised in other
comprehensive income and accumulated separately in equity, except for
impairment losses and foreign exchange gains and losses on monetary items
such as debt securities which are recognised in the income statement.

Investments in equity securities that do not have a quoted market price in
an active market and whose fair value cannot be measured reliably, and
derivatives that are linked to and must be settled by delivery of such unquoted
equity securities are carried at cost less impairment losses, if any (Note 2(k)).

When the available-for-sale financial assets are sold, gains or losses on disposal
include the difference between the net sale proceeds and the carrying value,
and the accumulated fair value adjustments which are previously recognised
in other comprehensive income shall be reclassified from equity to the income
statement.
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Other financial liabilities

Financial liabilities, other than trading liabilities and those designated at fair
value through profit or loss, are measured at amortised cost using the effective
interest method.

Fair value measurement principles

The fair value of financial instruments is based on their quoted market prices
at the end of the reporting period without any deduction for estimated future
selling costs.

If there is no publicly available latest traded price nor a quoted market price on
a recognised stock exchange or a price from a broker/dealer for non-exchange-
traded financial instruments or if the market for it is not active, the fair value of
the instrument is estimated using valuation techniques that provide a reliable
estimate of prices which could be obtained in actual market transactions.

Where discounted cash flow techniques are used, estimated future cash flows
are based on management’s best estimates and the discount rate used is a
market rate at the end of the reporting period applicable for an instrument
with similar terms and conditions. Where other pricing models are used, inputs
are based on market data at the end of the reporting period.

Derecognition

The Group derecognises a financial asset when the contractual rights to receive
the cash flows from the financial asset expire, or where the financial asset,
together with substantially all the risks and rewards of ownership, have been
transferred.

A financial liability is derecognised when the obligation specified in the
contract is discharged, cancelled or expires.

The Group uses the weighted average or first-in first-out method, where
appropriate, to determine realised gains and losses to be recognised in the
income statement on derecognition.

Offsetting

Financial assets and financial liabilities are offset and the net amount is
reported in the statement of financial position only where there is a legally
enforceable right to set off the recognised amounts and there is an intention to
settle on a net basis, or realise the asset and settle the liability simultaneously.

Embedded derivatives

An embedded derivative is a component of a hybrid (combined) instrument
that includes both the derivative and a host contract with the effect that
some of the cash flows of the combined instrument vary in a way similar
to a stand-alone derivative. The embedded derivatives are separated from
the host contract and accounted for as a derivative when (a) the economic
characteristics and risks of the embedded derivative are not closely related to
the host contract; and (b) the hybrid (combined) instrument is not measured at
fair value with changes in fair value recognised in the income statement.

When the embedded derivative is separated, the host contract is accounted for
in accordance with note (i) above.
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

(9) Hedging

Hedge accounting recognises the offsetting effects on the income statement of
changes in the fair values of the hedging instrument and the hedged item. The
Group assesses and documents whether the financial instruments that are used in
hedging transactions are highly effective in offsetting changes in fair values or cash
flows of hedged items attributable to the hedged risks both at hedge inception
and on an ongoing basis. The Group discontinues prospectively hedge accounting
when (a) the hedging instrument expires or is sold, terminated or exercised; (b) the
hedge no longer meets the criteria for hedge accounting; or (c) the Group revokes
the designation.

(i) Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the
variability in cash flows of a recognised asset or liability, or a highly probable
forecast transaction, or the foreign currency risk of a committed future
transaction, the effective part of any gain or loss on remeasurement of
the derivative financial instrument to fair value is recognised in other
comprehensive income and accumulated separately in equity in the hedging
reserve. The ineffective portion of any gain or loss is recognised immediately in
the income statement.

If the hedge of a forecast transaction subsequently results in the recognition
of a non-financial asset or non-financial liability, the associated gain or loss
is reclassified from equity to be included in the initial cost or other carrying
amount of the non-financial asset or liability. If a hedge of a forecast
transaction subsequently results in the recognition of a financial asset or
a financial liability, the associated gain or loss is reclassified from equity to
the income statement in the same period or periods during which the asset
acquired or liability assumed affects the income statement (such as when
interest income or expense is recognised).

For cash flow hedges, other than those covered by the preceding two policy
statements, the associated gain or loss is reclassified from equity to the income
statement in the same period or periods during which the hedged forecast
transaction affects the income statement. When a hedging instrument expires
or is sold, terminated or exercised, or the Group revokes designation of the
hedge relationship but the hedged forecast transaction is still expected to
occur, the cumulative gain or loss at that point remains in equity until the
transaction occurs and is recognised in accordance with the above policy. If
the hedged transaction is no longer expected to take place, the cumulative
unrealised gain or loss is reclassified from equity to the income statement
immediately.
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Fair value hedges

A fair value hedge seeks to offset risks of changes in the fair value of
recognised asset or liability that will give rise to a gain or loss being recognised
in the income statement.

The hedging instrument is measured at fair value, with fair value changes
recognised in the income statement. The carrying amount of the hedged item
is adjusted by the amount of the changes in fair value of hedging instrument
attributable to the risk being hedged. This adjustment is recognised in the
income statement to offset the effect of the gain or loss on the hedging
instrument.

When a hedging instrument expires or is sold, terminated or exercised, the
hedge no longer meets the criteria for hedge accounting, or the Group revokes
designation of the hedge relationship, any adjustment up to that point, to a
hedged item for which the effective interest method is used, is amortised to
the income statement as part of the recalculated effective interest rate of the
item over its remaining life.

Hedge effectiveness testing

In order to qualify for hedge accounting, the Group carries out prospective
effectiveness testing to demonstrate that it expects the hedge to be highly
effective at the inception of the hedge and throughout its life. Actual
effectiveness (retrospective effectiveness) is also demonstrated on an ongoing
basis.

The documentation of each hedging relationship sets out how the
effectiveness of the hedge is assessed. The method which the Group adopts
for assessing hedge effectiveness will depend on its risk management strategy.

For fair value hedge relationships, the Group utilises the cumulative dollar
offset method or regressive analysis as effectiveness testing methodologies. For
cash flow hedge relationship, the Group utilises the change in variable cash
flow method or the cumulative dollar offset method using the hypothetical
derivative approach.

For prospective effectiveness, the hedging instrument must be expected to
be highly effective in achieving offsetting changes in fair value or cash flows
attributable to the hedged risk during the period for which the hedge is
designated. For actual effectiveness, the changes in fair value or cash flows
must offset each other in the range of 80 per cent to 125 per cent for the
hedge to be deemed effective.

(ii)

(iii
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

(h) Properties

(0)

(i)

Bank premises are stated in the statement of financial position at cost or at
Directors’ valuation as of 1989, by reference to an independent professional
valuation, less accumulated depreciation and accumulated impairment loss
(Note 2(k)).

When a deficit arises on revaluation, it will be charged to the income
statement, to the extent that it exceeds the amount held in the bank premises
revaluation reserve in respect of that same asset immediately prior to the
revaluation; and when a surplus arises on revaluation, it will be credited to the
income statement, to the extent that a deficit on revaluation in respect of that
same asset had previously been charged to the income statement.

In preparing these financial statements, advantage has been taken of the
transitional provisions set out in paragraph 80A of HKAS 16 “Property, Plant
issued by the HKICPA, with the effect that bank premises
have not been revalued to fair value at the end of the reporting period.

and Equipment”

Investment properties are properties which are held either to earn rental
income or for capital appreciation or for both. Investment properties are
stated at fair value. Investment properties are valued semi-annually by
external independent valuation companies, having an appropriate recognised
professional qualification and recent experience in the location and category of
property being valued. No allowance has been made in the valuations for any
charges, mortgages or amounts owing on the properties nor any expenses or
taxation which may be incurred in effecting a sale.

Any gain or loss arising from a change in fair value is recognised in the income
statement. Rental income from investment property is accounted for as
described in Note 2(e).

When a bank property is transferred to investment property following a
change in its use, any differences arising at the date of transfer between the
carrying amount of the bank property immediately prior to transfer and its fair
value is recognised as a revaluation of bank premises as described in Note 2(h)

(@i).

If an investment property becomes owner-occupied, it is reclassified as bank
premises and its fair value at the date of reclassification becomes its cost for
subsequent accounting purposes.

A property interest under an operating lease is classified and accounted for as
an investment property when the Group holds it to earn rentals or for capital
appreciation or both. Any such property interest under an operating lease
classified as an investment property is carried at fair value. Lease payments are
accounted for as described in Note 2()).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

(iii) Profit or loss on disposal of bank premises and investment properties is
determined as the difference between the net sales proceeds and the carrying
amount of the asset and is recognised in the income statement upon disposal.
Any surplus that is included in the bank premises revaluation reserve related to
the bank premises disposed is transferred to the general reserve.

Amortisation and Depreciation

(i) Bank premises
Freehold land is not amortised. Leasehold land held for own use under an
operating lease, the fair value of which cannot be measured separately from
the fair value of a building situated thereon at the inception of the lease, is
accounted for as being held under a finance lease. Leasehold land is amortised
on a straight line basis over the remaining term of the lease. Buildings are
depreciated on a straight line basis at rates calculated to write off the cost
or valuation of each building over its estimated useful life of 50 years or the
remaining lease period of the land on which it is situated, whichever is the
shorter.

Investment properties are not depreciated.

(ii) Other fixed assets
Other fixed assets are stated in the statement of financial position at cost less
accumulated depreciation and impairment losses, which is calculated on a
straight line basis to write off the assets over their estimated useful lives from
4 to 20 years.

Goodwill
Goodwill represents the excess of

(i) the aggregate of the fair value of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of the Group'’s
previously held equity interest in the acquiree; over

(i) the Group's interest in the net fair value of the acquiree’s identifiable assets
and liabilities measured as at the acquisition date.

When (ii) is greater than (i), then this excess is recognised immediately in profit or
loss as a gain on a bargain purchase.

Goodwill is stated at cost less any accumulated impairment losses. Goodwill arising
on a business combination is allocated to each cash-generating unit, or groups
of cash generating units, that is expected to benefit from the synergies of the
combination and is tested annually for impairment (Note 2(k)).

On disposal of a cash generating unit, or an associate during the year, any
attributable amount of purchased goodwill is included in the calculation of the
profit and loss on disposal.

Expenditure on internally generated goodwill and brands is recognised as an
expense in the period in which it is incurred.

(i)
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

(k) Impairment of Assets
At each end of the reporting period, the carrying amount of the Group’s assets
are reviewed to determine whether there is objective evidence of impairment.
If internal and external sources of information indicate such evidence exists,
the carrying amount is reduced to the estimated recoverable amount and an
impairment loss is recognised in the income statement.

(i) Loans and receivables
The impairment losses of loans and receivables are measured as the difference
between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the asset’s original effective interest rate
(i.e. the effective interest rate computed at initial recognition of these
assets). Receivables with a short duration are not discounted if the effect of
discounting is immaterial.

The total allowance for impairment losses consists of two components:
individual impairment allowances, and collective impairment allowances.

The Group first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, and collectively
for financial assets that are not individually significant. If the Group determines
that no objective evidence of impairment exists for an individually assessed
financial asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed for impairment and
for which an impairment loss is or continues to be recognised are not included
in a collective assessment of impairment.

The individual impairment allowance is based upon management’s best
estimate of the present value of the cash flows which are expected to be
received discounted at the original effective interest rate. In estimating these
cash flows, management makes judgements about the borrower’s financial
situation and the net realisable value of any underlying collateral or guarantees
in favour of the Group. Each impaired asset is assessed on its own merits.

In assessing the need for collective impairment allowances, management
considers factors such as credit quality, portfolio size, concentrations, and
economic factors. In order to estimate the required allowance, the Group
makes assumptions both to define the way the Group models inherent losses
and to determine the required input parameters, based on historical experience
and current economic conditions.

The accuracy of the impairment allowances the Group makes depends on
how well the Group can estimate future cash flows for individually assessed
impairment allowances and the model assumptions and parameters used in
determining collective impairment allowances. While this necessarily involves
judgment, the Group believes that the impairment allowances on loans and
advances to customers are reasonable and supportable.
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All loans and receivables are reviewed and analysed periodically. Any
subsequent changes to the amounts and timing of the expected future cash
flows compared to the prior estimates that can be linked objectively to an
event occurring after the write-down, will result in a change in the impairment
allowances on loans and receivables and will be charged or credited to the
income statement. A reversal of impairment losses is limited to the loans
and receivables’ carrying amount that would have been determined had no
impairment loss been recognised in prior years.

Where there is no reasonable prospect of recovery, the loan and the related
interest receivables are written off.

Loans and receivables with renegotiated terms are loans that have been
restructured due to deterioration in the borrower’s financial position and
where the Group has made concessions that it would not otherwise consider.
Renegotiated loans and receivables are subject to ongoing monitoring to
determine whether they remain impaired or past due.

Held-to-maturity investments

Impairment on held-to-maturity investments is considered at both an individual
and collective level. The individual impairment allowance is measured as the
difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at asset’s original effective interest
rate, where the effect of discounting is material.

All significant assets found not to be individually impaired are then collectively
assessed for any impairment that has been incurred but not yet identified.
Assets that are not individually significant are then collectively assessed
for impairment by grouping together financial assets with similar risk
characteristics.

If in a subsequent period the amount of an impairment loss decreases and the
decrease can be linked objectively to an event occurring after the impairment
loss was recognised, the impairment loss is reversed through the income
statement. A reversal of impairment losses is limited to the asset’s carrying
amount that would have been determined had no impairment loss been
recognised in prior years.

Available-for-sale financial assets

When there is objective evidence that an available-for-sale financial asset is
impaired, the cumulative loss that had been recognised in the fair value reserve
is reclassified to the income statement. The amount of the cumulative loss that is
recognised in the income statement is the difference between the acquisition
cost (net of any principal repayment and amortisation) and current fair value,
less any impairment loss on that asset previously recognised in the income
statement.

For unquoted available-for-sale equity securities that are carried at cost, the
impairment loss is measured as the difference between the carrying amount
of the equity securities and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial asset,
where the effect of discounting is material.
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=

Impairment losses recognised in the income statement in respect of available-
for-sale equity securities are not reversed through the income statement. Any
subsequent increase in the fair value of such assets is recognised directly in
other comprehensive income.

Impairment losses in respect of available-for-sale debt securities are reversed
if the subsequent increase in fair value can be objectively related to an event
occurring after the impairment loss was recognised. Reversals of impairment
losses in such circumstances are recognised in the income statement.

Other assets

Internal and external sources of information are reviewed at each end of
the reporting period to identify indications that the following assets may be
impaired or, except in the case of goodwill, an impairment loss previously
recognised no longer exists or may have decreased:

— property and equipment (other than properties carried at revalued
amounts);

— investments in subsidiaries and associates;
- goodwill; and
— intangible assets

If any such indication exists, the asset’s recoverable amount is estimated. In
addition, for goodwill, the recoverable amount is estimated annually whether
or not there is any indication of impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs to
sell and value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of time value of money and the risks specific to
the asset. Where an asset does not generate cash inflows largely independent
of those from other assets, the recoverable amount is determined for the
smallest group of assets that generates cash inflows independently (i.e. a cash-
generating unit).

Recognition of impairment losses

An impairment loss is recognised in the income statement whenever the
carrying amount of an asset, or the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment losses recognised in respect of
cash-generating units are allocated first to reduce the carrying amount of any
goodwill allocated to the cash-generating unit (or group of units) and then,
to reduce the carrying amount of the other assets in the unit (or group of
units) on a pro rata basis, except that the carrying value of an asset will not be
reduced below its individual fair value less costs to sell, if measureable, or value
in use, if determinable.
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Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is reversed if
there has been a favourable change in the estimates used to determine the
recoverable amount. An impairment loss in respect of goodwill is not reversed.

A reversal of impairment losses is limited to the asset’s carrying amount that
would have been determined had no impairment loss been recognised in prior
years.

Reversals of impairment losses are credited to the income statement in the
year in which the reversals are recognised.

Interim financial reporting and impairment

Under the Listing Rules, the Group is required to prepare an interim financial
report in compliance with HKAS 34, Interim financial reporting, in respect of
the first six months of the year. At the end of the interim period, the Group
applies the same impairment testing, recognition, and reversal criteria as it
would at the end of the year (Note 2(k)(i) to (iv)).

Impairment losses recognised in an interim period in respect of goodwill,
available-for-sale equity securities and unquoted equity securities carried at
cost are not reversed in a subsequent period. This is the case even if no loss, or
a smaller loss, would have been recognised had the impairment been assessed
only at the end of the year to which the interim period relates. Consequently, if
the fair value of an available-for-sale equity security increases in the remainder
of the annual period, or in any other period subsequently, the increase is
recognised in other comprehensive income and not the income statement.

(I) Leased Assets
Leases of assets under which the lessee assumes substantially all the risks and

rewards of ownership are classified as finance leases. Leases of assets under which

the lessor has not transferred all the risks and rewards of ownership are classified as
operating leases.

@)

Assets held under finance leases

The amounts due from lessees in respect of finance leases are recorded in the
statement of financial position as advances to customers at the amounts of net
investment which represent the total rentals receivable under finance leases
less unearned income. Revenue arising from finance leases is recognised in
accordance with the Group's revenue recognition policies, as set out in Note
2(e).

Assets held for use in operating leases

Where the Group leases out assets under operating leases, the leased assets
are included in the statement of financial position according to their nature
and, where applicable, are depreciated in accordance with the Group’s
depreciation policies, as set out in Note 2(i) except where the asset is
classified as an investment property. Impairment losses are accounted for in
accordance with the accounting policy as set out in Note 2(k). Revenue arising
from operating leases is recognised in accordance with the Group’s revenue
recognition policies, as set out in Note 2(e).
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

(i) Operating lease charges

Where the Group has the use of assets under operating leases, payments made
under the leases are charged to the income statement in equal instalments
over the accounting periods covered by the lease term, except where an
alternative basis is more representative of the pattern of benefits to be derived
from the leased asset. Lease incentives received are recognised in the income
statement as an integral part of the aggregate net lease payments made.
Contingent rentals are charged to the income statement in the accounting
period in which they are incurred.

(m) Repossession of Assets

In the recovery of impaired loans and advances, the Group may take possession of
the collateral assets through court proceedings or voluntary delivery of possession
by the borrowers. In accordance with the Group’s accounting policy set out in Note
2(k), impairment allowances for impaired loans and advances are maintained after
taking into account the net realisable value of the collateral assets, usually resulting
in a partial write-off of the loans and advances against impairment allowances.
Repossessed assets are reported under other assets if it is highly probable that their
carrying amount will be recovered through a sale transaction rather than through
continuing use and the assets are available for sale in their present condition.
Related loans and advances are then written off.

Repossessed assets are recorded at the lower of the amount of the related loans
and advances and fair value less costs to sell at the date of exchange. They are not
depreciated or amortised.

Impairment losses on initial classification and on subsequent remeasurement are
recognised in the income statement.

(n) Income Tax

(i) Income tax for the year comprises current tax and movements in deferred tax
assets and liabilities. Current tax and movements in deferred tax assets and
liabilities are recognised in the income statement except to the extent that
they relate to items recognised in other comprehensive income or directly
in equity, in which case the relevant amounts of tax are recognised in other
comprehensive income or directly in equity, respectively.

(i) Current tax is the expected tax payable on the taxable income for the year, using

tax rates enacted or substantively enacted at the end of the reporting period,
and any adjustment to tax payable in respect of previous years.

(iii

=

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts
of assets and liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and unused tax credits.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Apart from certain limited exceptions, all deferred tax liabilities, and all
deferred tax assets to the extent that it is probable that future taxable profits
will be available against which the asset can be utilised, are recognised. Future
taxable profits that may support the recognition of deferred tax assets arising
from deductible temporary differences include those that will arise from the
reversal of existing taxable temporary differences, provided those differences
relate to the same taxation authority and the same taxable entity, and are
expected to reverse either in the same period as the expected reversal of the
deductible temporary difference or in periods into which a tax loss arising from
the deferred tax asset can be carried back or forward. The same criteria are
adopted when determining whether existing deductible temporary differences
support the recognition of deferred tax assets arising from unused tax losses
and credits, that is, those differences are taken into account if they relate to
the same taxation authority and the same taxable entity, and are expected to
reverse in a period, or periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and liabilities
are those temporary differences arising from goodwill not deductible for
tax purposes, the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part of a business
combination), and temporary differences relating to investments in subsidiaries
to the extent that, in the case of taxable differences, the Group controls the
timing of the reversal and it is probable that the differences will not reverse
in the foreseeable future, or in the case of deductible differences, unless it is
probable that they will reverse in the future.

Where investment properties are carried at their fair value in accordance
with the accounting policy set out in Note 2(h)(ii), the amount of deferred
tax recognised is measured using the tax rates that would apply on sale of
those assets at their carrying value at the reporting date unless the property
is depreciable and is held within a business model whose objective is to
consume substantially all of the economic benefits embodied in the property
over time, rather than through sale. In all other cases, the amount of deferred
tax recognised is measured based on the expected manner of realisation or
settlement of the carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the reporting date. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each end of the
reporting period and is reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the extent that it becomes probable
that sufficient taxable profit will be available.

Additional income taxes that arise from the distribution of dividends are
recognised when the liability to pay the related dividends is recognised.
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

(iv) Current tax balances and deferred tax balances, and movements therein, are
presented separately from each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax assets against deferred
tax liabilities if the Bank or the Group has the legally enforceable right to set
off current tax assets against current tax liabilities and the following additional
conditions are met:

— in the case of current tax assets and liabilities, the Bank or the Group
intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income
taxes levied by the same taxation authority on either:

— the same taxable entity; or

— different taxable entities, which in each future period in which
significant amounts of deferred tax liabilities or assets are expected
to be settled or recovered, intend to realise the current tax assets
and settle the current tax liabilities on a net basis or realise and settle
simultaneously.

(o) Insurance Reserves and Provisions for Outstanding Claims

Insurance reserves, except those attributable to long term business, represent the
proportion of retained premiums written in the year relating to the period of risk
from 1st January in the following year to the subsequent date of expiry of policies
which is carried forward as a provision for unearned premiums and calculated on a
daily basis.

The insurance reserve for long term business is ascertained by actuarial valuation.

Full provision is made for the estimated cost of claims notified but not settled
at the end of the reporting period and for the estimated cost of claims incurred
but not reported by that date, after deducting the amounts due from reinsurers.
Provision has also been made for the estimated cost of servicing claims notified
but not settled at the end of the reporting period and to meet expenses on claims
incurred but not reported at the end of the reporting period.

These reserves and provisions are classified as other accounts and provisions.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

(p) Provisions and Contingent Liabilities
Provisions are recognised for liabilities of uncertain timing or amount when the
Group or the Bank has a legal or constructive obligation arising as a result of a past
event, and it is probable that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present value of the expenditures
expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or
the amount cannot be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the occurrence or non-
occurrence of one or more future events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is remote.

(q) Employee Benefits

@

(ii)

(iii

=

Salaries, bonuses and leave benefits

Employee entitlements to salaries, annual bonuses, paid annual leave, leave
passage and the cost to the Group of non-monetary benefits are recognised
when they accrue to employees. An accrual is made for the estimated liability
for annual leave as a result of services rendered by employees up to the end of
the reporting period.

Employee entitlements to sick leave and maternity leave are recognised when
the absences occur.

Performance-related bonus plan

Liabilities for performance-related bonus plan, which are due wholly within
twelve months after the end of the reporting period, are recognised when
the Group has a present legal or constructive obligation as a result of services
rendered by employees and a reliable estimate of the obligation can be made.

Retirement benefits

Retirement benefits are provided to eligible staff of the Group. Hong Kong
employees enjoy retirement benefits under either the Mandatory Provident
Fund Exempted ORSO Scheme (“MPFEOS") or the Mandatory Provident Fund
Scheme (“MPFS”). Both are defined contribution schemes. The employer’s
monthly contributions to both schemes are at a maximum of 10% of each
employee’s monthly salary.

The pension schemes covering all the Group’s PRC and overseas employees are
defined contribution schemes at various funding rates, and are in accordance
with local practices and regulations.

The cost of all these schemes is charged to the income statement for the
period concerned and the assets of all these schemes are held separately from
those of the Group. Under the MPFEQS, the employer’s contribution is not
reduced by contributions forfeited by those employees who leave the scheme
prior to vesting fully in the contributions. Under the MPFS, the employer’s
contribution is reduced by contributions forfeited by those employees who
leave the scheme prior to vesting fully in the contributions.
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

(iv) Share based payments
The option exercise price is equal to the higher of:

(@) the closing price of the Bank’s shares in the Stock Exchange’s daily
quotation sheet on the date of grant of the relevant options; and

(b) an amount equivalent to the average closing price of the Bank's shares as
stated in the Stock Exchange’s daily quotation sheets for the 5 business
days immediately preceding the date of grant of the relevant options.

When the options are exercised, equity is increased by the amount of the
proceeds received. The fair value of share options granted to employees is
recognised as an expense in the income statement with a corresponding
increase in a capital reserve within equity. The fair value is measured at the
grant date using the trinomial model, taking into account the terms and
conditions upon which the options were granted. Where the employees have
to meet vesting conditions before becoming unconditionally entitled to those
share options, the total estimated fair value of the share options is spread over
the vesting period, taking into account the probability that the options will
vest.

During the vesting period, the number of share options that is expected to vest
is reviewed. Any resulting adjustment to the cumulative fair value recognised in
prior years is charged or credited to the income statement for the year of the
review unless the original expenses qualify for recognition as an asset, with a
corresponding adjustment to the capital reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the actual number of share
options that vest (with a corresponding adjustment to capital reserve) except
where forfeiture is only due to not achieving vesting conditions that relate to
the market price of the Bank's shares.

The equity amount is recognised in capital reserve until either the option is
exercised and new shares alloted (when it is transferred to share capital) or the
option expires (when it is released directly to retained profits).

(r) Related Parties
For the purposes of these financial statements, a party is considered to be related
to the Group if:

(@) A person, or a close member of that person’s family, is related to the Group if
that person:

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel of the Group or the
Group's parent.
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(b) An entity is related to the Group if any of the following conditions applies:

(i) The entity and the Group are members of the same group (which means
that each parent, subsidiary and fellow subsidiary is related to the others).

(i) One entity is an associate or joint venture of the other entity (or an associate
or joint venture of a member of a group of which the other entity is a
member).

(iii) Both entities are joint venture of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an
associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees
of either the Group or an entity related to the Group.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of
the entity).

(viii) The entity, or any member of a group of which it is a part, provides key
management personnel services to the Group or to the Group’s parent.

Close members of the family of a person are those family members who may be
expected to influence, or be influenced by, that person in their dealings with the
entity.

Segment Reporting

Operating segments, and the amounts of each segment item reported in the
financial statements, are identified from the financial information provided
regularly to the Group’s most senior executive management for the purposes of
allocating resources to, and assessing the performance of, the Group’s various lines
of business and geographical locations.

Individually material operating segments are not aggregated for financial reporting
purposes unless the segments have similar economic characteristics and are
similar in respect of the nature of products and services, the nature of production
processes, the type or class of customers, the methods used to distribute the
products or provide the services, and the nature of the regulatory environment.
Operating segments which are not individually material may be aggregated if they
share a majority of these criteria.
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2. SIGNIFICANT ACCOUNTING POLICIES (conTiNueD) F EEFBER @)

(t) Cash and Cash Equivalents t) RERZEKRLIER

For the purposes of the cash flow statement, cash and cash equivalents comprise
balances with less than three months’ maturity from the date of acquisition
including cash, balances with banks and other financial institutions, treasury bills,
other eligible bills and certificates of deposit that are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value.

(u) Deposits, Debt Securities Issued and Subordinated Liabilities

Deposits, debt securities issued and subordinated liabilities are the Group’s sources
of debt funding.

The Group classifies capital instruments as financial liabilities or equity instruments
in accordance with the substance of the contractual terms of the instruments.

Subsequent to initial recognition deposits, debt securities issued and subordinated
liabilities are measured at their amortised cost using the effective interest method,
except where the Group designates liabilities at fair value through profit or loss.

(v) Assets Held for Sale

Non-current assets and disposal groups (including both the assets and liabilities
of the disposal groups) are classified as held for sale and measured at the lower
of their carrying amount and fair value less cost to sell when: (i) their carrying
amounts will be recovered principally through sale; (i) they are available for sale in
their present condition; and (iii) their sale is highly probable.

Immediately before the initial classification as held for sale, the carrying amounts of
the asset (or assets and liabilities in the disposal group) are measured in accordance
with applicable HKFRS. On subsequent remeasurement of a disposal group, the
carrying amounts of the assets and liabilities that are not within the scope of the
measurement requirements of HKFRS5 “Non-current Assets Held for Sale and
Discontinued Operations” are measured in accordance with applicable HKFRS
before the fair value less costs to sell of the disposal group is determined.

Income earned and expenses incurred on assets and liabilities of disposal groups
held for sale continue to be recognised in the appropriate line items in the income
statement until the transaction is complete.
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3. CHANGES IN ACCOUNTING POLICIES &3t HE 2%

B 7% SRR MY AE ()

The HKICPA has issued the following amendments to HKFRS that are first effective
for the current accounting period of the Group:

- Amendments to HKAS 19, Employee benefits: Defined benefit plans: Employee
contributions

- Annual Improvements to HKFRSs 2010-2012 Cycle

- Annual Improvements to HKFRSs 2011-2013 Cycle

The Group has not applied any new standard or interpretation that is not yet
effective for the current accounting period. Impacts of the adoption of the
amended HKFRS are discussed below:

Amendments to HKAS 19, Employee benefits: Defined benefit
plans: Employee contributions

The amendments introduce a relief to reduce the complexity of accounting for
certain contributions from employees or third parties under defined benefit plans.
When the contributions are eligible for the practical expedient provided by the
amendments, a company is allowed to recognise the contributions as a reduction
of the service cost in the period in which the related service is rendered, instead
of including them in calculating the defined benefit obligation. The amendments
do not have an impact on these financial statements as the Group has no defined
benefit plans.

Annual Improvements to HKFRSs 2010-2012 Cycle and 2011-2013
Cycle

These two cycles of annual improvements contain amendments to nine standards
with consequential amendments to other standards. Among them, HKAS 24,
Related party disclosures has been amended to expand the definition of a “related
party” to include a management entity that provides key management personnel
services to the reporting entity, and to require the disclosure of the amounts
incurred for obtaining the key management personnel services provided by the
management entity. These amendments do not have an impact on the Group’s
related party disclosures as the Group does not obtain key management personnel
services from management entities.
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4. BANK-LEVEL STATEMENT OF FINANCIAL POSITION $R{T/EBmE 2 B f& iR+

ASSETS
Cash and balances with banks and other financial

BE

institutions e RMERTNEM S REENET 34,538 26,952
Placements with banks and other financial institutions 7817 & Hfth & BB H) 77 50 37,021 8,031
Trade bills SUED: 12,054 51,609
Trading assets RIABEE 2,316 1,642
Financial assets designated at fair value through profit 1§7F AEiBIE R ARBRAFEBER

or loss CRIBE 3,886 8,287
Positive fair value of derivatives FTETEMEATEE 3,106 2,440
Advances to customers and other accounts EEBR R EAIRE 298,396 299,967
Amounts due from subsidiaries EPNGIVEN 16,093 22,690
Available-for-sale financial assets AEHESRHEE 67,284 60,175
Held-to-maturity investments BRI E 4,198 3,474
Investments in subsidiaries MBRRIRE 18,018 17,315
Investments in associates BEARIRE 3,265 3,203
Fixed assets EEEE 8,041 7,675

— Investment properties —REWE 4,251 3,957

— Other property and equipment - EYE 3,790 3,718
Goodwill and intangible assets BEREFREE 1,460 1,460
Deferred tax assets ERERIEEE 85 74
Total Assets BERR 509,761 514,994
EQUITY AND LIABILITIES PR R R B A
Deposits and balances of banks and other financial

institutions RITREM S BB F R R AR 19,989 21,988
Deposits from customers BEPER 339,441 342,979
Trading liabilities RHABEE 889 21
Negative fair value of derivatives TETANBATER 4,091 3,758
Certificates of deposit issued BRIERE 39,477 45,353

— Designated at fair value through profit or loss —IBEABBBRARBATER 16,457 14,444

- At amortised cost — B EER R 23,020 30,909
Amounts due to subsidiaries RETBARIZIA 1,874 1,803
Current taxation RERRR A 977 960
Debt securities issued BRITERES 13,597 21,173

— Designated at fair value through profit or loss —EEABBBRENARBRATER 2,539 7,595

— At amortised cost —E KA 11,058 13,578
Deferred tax liabilities ELEHBEAR 399 580
Other accounts and provisions H it BRIE K 5,919 6,169
Loan capital EEER 19,894 21,848

- Designated at fair value through profit or loss —ErERBRERENRIEATER 2,898 4,513

— At amortised cost — B EER AR 16,996 17,335
Total Liabilities BERE 446,547 466,632
Share capital e 33,815 25,217
Reserves s 24,383 23,145
Total equity attributable to owners of the Bank FBEAM TR E= AR 58,198 48,362
Additional equity instruments BINRATE 5,016 =

63,214 48,362
Total Equity and Liabilities MRS I B R 509,761 514,994

Approved and authorised for issue by the Board on 15" February, 2016.

Chairman and Chief Executive

David LI Kwok-po

Directors Winston LO Yau-lai

EEHEN2016%2 B 15 Bt RIFHEZR -

FIERITBARE,
EE
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5. INTEREST INCOME #F|EUR A

B 7% SRR MY AE ()

PRAREHARAEHERN

Securities classified as held-to-maturity or

available-for-sale B 2,458 2,253
Trading assets RIFABEE 159 124
Financial assets designated at fair value through EERBREZINRMATERE

profit or loss SREE 141 278
Loans, deposits with banks and financial institutions, &3k  FERITAE S B

and trade bills X RESER 20,830 22,802

23,588 25,457

Included above is interest income accrued on impaired financial assets of HK$339
million (2014: HK$133 million) which includes interest income on unwinding of
discount on loan impairment losses of HK$110 million (2014: HK$20 million)
(Note 29(b)) for the year ended 31st December, 2015.

Included within interest income is HK$23,513 million (2014: HK$25,175 million),
before hedging effect, for financial assets that are not recognised at fair value
through profit or loss.

For the transactions where interest rate risk is hedged, the periodic payments
and receipts arising from interest rate contracts which are qualifying hedging
instruments for or individually managed in conjunction with interest bearing
financial assets are first netted together and then combined with the interest
income from the corresponding financial assets.

. INTEREST EXPENSE 23X H

LA EBEEZE2015F12A31 B L FERES
B EM AR S 5%3.398 T (20144 : 8
¥1.33(8m) - EPEEERERRERLZ
e F WA B BT (201445 B
2,00087T) (FF7E29(b)) °

ETBELEPTERN - REAFRATEERE
RIBEMNEAEEZFI BN AAR235.13
BL(20144F : #B¥251.75(87T) ©

REHAMNERRARZME - FATEE
BMEENSRE R T AL AMERNBETSS
REEXRREENNESQOMEENERX
HEBAEEES  FEAEARSHEE
EERFEIRAS B -

Customer deposits, deposits of banks and other

REHRATIRNZPEH - RITR

financial institutions and certificates of deposit Hip & REENER L
issued which are stated at amortised cost BETERE 10,480 11,692
Debt securities issued BRITERKES
— at amortised cost — B ER AR 242 333
— designated at fair value through profit or loss —EEARBBENRMATEE 263 222
Subordinated notes carried at amortised cost RSP AT BR R BRI 650 528
Other borrowings HiER 19 7
11,654 12,782

Included within interest expense is HK$11,643 million (2014: HK$12,803 million),
before hedging effect, for financial liabilities that are not recognised at fair value
through profit or loss.

For the transactions where interest rate risk is hedged, the periodic payments
and receipts arising from interest rate contracts which are qualifying hedging
instruments for or individually managed in conjunction with interest bearing
financial liabilities are first netted together and then combined with the interest
expense from the corresponding financial liabilities.

ETBEEREERN - RAFRATFEERE
RIEENECHABZREX L AER116.43
BIT(20144F : #&¥128.03(27T) °

REHHFXRROZZME @ ERBES
BMEENSBEN TALAIERNBESTES
AEBERRAEENNESOMEENERX
HREAEEES  FERAEARSRAE
EENABXEEH -
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7. FEE AND COMMISSION INCOME FR#ERFEESWA

Fee and commission income arises from the following services: RE THIREE RS B RAEWA

Corporate services RERS 1,194 1,132
Credit cards ERFR 947 905
Loans, overdrafts and guarantees B B RER 861 946
Trade finance BImE 481 576
Securities and brokerage BRI 449 357
Other retail banking services Hin TERITIR 353 447
Trust and other fiduciary activities EEREMREER 187 182
Others Hity 544 478
Total fee and commission income e kAL BALE 5,016 5,023
of which: Hep:
Net fee income, other than amounts included in HIERER SRS NIETE ABR

determining the effective interest rate, BaRARMRATEBERZ

arising from financial assets or financial liabilities CHEEIBBEMEEL

that are not held for trading nor designated FEREERA (T BRAERE

at fair value through profit or loss STHARAEZ &) 4,125 4,168
Fee income RIEE KA 5,016 5,023
Fee expenses RSB N (891) (855)

8. NET TRADING PROFITS R 5 aHIF5E

(Loss)/profit on dealing in foreign currencies and

funding swaps INEBE RINER A (E51R) 5 F (440) 1,584
Profit on trading securities RPRBEFRF 63 139
Net gain/(loss) on derivatives TETEZFAER,(5E) 566 (896)
Dividend income from listed trading securities RS BB FTESRREMA 40 43

229 870
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9. NET RESULT FROM FINANCIAL INSTRUMENTS DESIGNATED AT FAIR VALUE THROUGH
PROFIT OR LOSS 5 EABBEFZUNMAFEESRMIENERER

Revaluation gain on debts issued EHEBTEBRF 13 40
Profit on sale of debts issued HEBBITEEEH 3 5
Revaluation loss on financial assets EHEMeREESE (49) (172)
Loss on sale of financial assets HESREEFER (2) (3)

(35) (130)

10.NET HEDGING (LOSS)/PROFIT ¥ (&518), (aFS4E

Fair value hedges N EEE
— Net gain on hedged items attributable — A BRAED IR R 2 HRE R
to the hedged risk EERFEET n 96
— Net loss on hedging instruments — AR T A FEE (81) (93)
(10) 3
There was insignificant ineffectiveness recognised in the Group’s income statement FR20154F 20144 - BRI #HATE £
arising from cash flow hedge for the years 2015 and 2014. EEARKE RS RAERZ BAH ST E

RHY -
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11.NET INSURANCE REVENUE {R[&Z7& FUW A

(@  Netinsurance revenue @  REREBFBA
Net interest income FERBA 354 294
Net trading loss ROEEFE (12) @)
Net loss from financial instruments designated ETEABBERARBRAF
at fair value through profit or loss BESHIANFESE (5) =
Net hedging loss B IR HER ®3) =
Net insurance premium and other income (b) FRENREMBKA (b) 2,758 2,277
Other operating income Higg WA 3 6
3,095 2,570
Net insurance claims and expenses (c) RERERFE O (2,833) (2,337)
262 233
Operating expenses ET (3 ©)
Impairment loss on available-for-sale AHHNESREE
financial assets VEREEEPS (60) (5)
Net profit on sale of available-for-sale HERHEESREE
financial assets 25 173 98
372 323
(b)  Netinsurance premium and other income b) FREREMEA
Gross insurance premium income REWALTE 2,958 2,623
Reinsurer's share of gross insurance premium RBWABEE
income ARINE (200) (346)
2,758 2,277
(©  Netinsurance claims and expenses © REBREERSHFE
Claims, benefits and surrenders paid BRRE - flzmRRR 1,906 1,390
Movement in provisions EHE2#E) 848 894
2,754 2,284
Reinsurers' share of claim, benefits and BRNERE - Fl@kRR2
surrenders paid ARINEE (50) (35)
Reinsurers' share of movement in provisions EHESEH 2 HRNE (5 (12)
(55) (47)
2,699 2,237
Net insurance commission expenses Rip A& S F5 134 100
2,833 2,337
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12.0THER OPERATING INCOME Hfthi&& UK A

Dividend income from available-for-sale AftHESHEERS
financial assets WA
— listed — W 16 11
— unlisted —JEm 24 17
Rental from safe deposit boxes RigiES KA 86 80
Rental income on properties VESEE LN 221 149
Others Hh 128 88
475 345

13.OPERATING EXPENSES #&# % H

Contributions to defined contribution plan*

ik e ON et

- Hong Kong —&F 163 152

- Outside Hong Kong — BB 363 363
Equity-settled share-based payment expenses LA RERES HHER 22 24
Salaries and other staff costs HeRAMETIHAR 4,790 4,945
Total staff costs EIRABE 5,338 5,484
Premises and equipment expenses excluding TRENENMERER

depreciation F i

— Rental of premises —MEHE 697 671

- Maintenance, repairs and others —RE  HEREAM 581 570
Total premises and equipment expenses PRI ENYE RSB L

excluding depreciation ki) 1,278 1,241
Depreciation on fixed assets** (Note 35) BEEEENE*(f1:#35) 523 664
Amortisation of intangible assets (Note 34(b)) ERBERE W E340) 32 32




180 | The Bank of East Asia, Limited | Annual Report 2015

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

LR E )

13.OPERATING EXPENSES (CONTINUED) £¥#& 3% H (&)

Other operating expenses

— Stamp duty, overseas and PRC business taxes,

HipiEE X
—ENTER - B R EARKAE

and value added taxes BER - RIBER 644 727

- Legal and professional fees —EEREERBE 457 414

— Communications, stationery and printing —3@ - XA KENR 348 340

— Advertising expenses —EEE 341 261

— Business promotions and business travel — ETSHE SISk 193 206

— Card related expenses —BHERFIL 150 102

— Insurance expenses —RBE 57 37

— Administration expenses of corporate services — ERSHITHE 20 15

- Audit fee —RHRHE 17 17

— Membership fees —-@8% 16 17

— Bank charges —RITE 10 10

- Donations — 1B 5 5

- Bank licence —RITIEIRE 4 4

— Others —Hfth 299 273
Total other operating expenses HifiS e LB 2,561 2,428
Total operating expenses*** IR R 9,732 9,849

*  Forfeited contributions totalling HK$15 million (2014: HK$15 million) were utilised to
reduce the Group’s contribution during the year. There were no forfeited contributions
available for reducing future contributions at the year end (2014: Nil).

**  During the year, the Group revised the useful lives of certain fixed assets. The revisions
were accounted for prospectively as a change in accounting estimates and as a result, the
impact for current year and expected impact for future years on depreciation charges are as

follows:

87)

*** Included in operating expenses are direct operating expenses of HK$23 million (2014:
HK$32 million) in respect of investment properties which generated rental income during

the year.

**

* %k

FRRZ R FE B 1,5008 7T (20144 -
B #1,500% 7T ) B #% F 1E 5 2 7K 55 [ i
FX o FGE R0 A F 1] 15 % WK iy AT R HE TR AL A

(20144 : f7) °

A& B R FRETE T ELE & ZEAEHF
IR o ZAEFT R IEREHAF BB W R R ERE
FFERALR o Bt - ZAEFTEHFARSTES
ERRARKE S FRAITERGZELT -

64

FRAL LS HF BIEHEHT Kt RE
VRELHEREEL M - 2EREH2,300

&L (20144 : }E#3,20087T) °
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14.IMPAIRMENT LOSSES ON LOANS AND ADVANCES BREBIZBEIE %

Net charge for impairment losses on loans and ERRBFORERK
advances X
Individual impairment loss [EVIVEAIEEEES
- new provisions — S 1,571 927
— releases — B (103) (118)
— recoveries — gl (120) (224)
1,348 585
Collective impairment loss ELENREEEPS
— new provisions (Note 29(b)) —RE (T #290) 694 405
Net charge to income statement R RS TS 2,042 990

15.NET PROFIT ON SALE OF AVAILABLE-FOR-SALE FINANCIAL ASSETS
HEAHREEEREE 2 FnF

Net revaluation gain transferred from reserves HFGERNELRFFE
(Note 42(g)) (H:#42(9) 327 79
(Loss)/profit arising in current year FERNELN(BR) (55 (70) 22

257 101

16.NET GAIN ON DISPOSAL OF FIXED ASSETS HEREEE ZFEF

Net gain on disposal of bank premises, furniture, HETTHE - &AL RIERREZ
fixtures and equipment FRF 109 74
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17.INCOME TAX Fri8%i

(a) Taxation in the consolidated income statement represents: (a) FEWFERANNBIEE
Current tax — Hong Kong REAFIIE — B
Tax for the year (Note 36(3)) REEFIE(H7736(a) 772 777
Under-provision in respect of prior years EEERBTR 32 E5
804 812
Current tax - outside Hong Kong AT — BB LAGN
Tax for the year REEFHIE 616 942
Write back of over-provision in respect of prior years 4 & /& B %] ¢ B (65) 1)
551 921
Deferred tax EERE
Origination and reversal of temporary differences Bt = R e EE RED
(Note 36(b)) (H3E36(b) (244) (83)
1,111 1,650
The provision for Hong Kong profits tax is calculated at 16.5% (2014: 16.5%) of BBTSTBFTOEAFE T EARTUR AR
the estimated assessable profits for the year. Fi%16.5% (20144 : 16.5%)51H °
Taxation for overseas branches and subsidiaries is charged at the appropriate BN 1T R A R IR A S FT7E
current rates of taxation ruling in the relevant countries. BRI EAE -

(b) Reconciliation between tax expense and accounting profit at (b) BiEX HESHENZRBEAREHE

applicable tax rates: BIEREER ¢
Profit before tax BB A& A 6,749 8,424
Notional tax on profit before tax, calculated at RIEAEERER 2GR

the rates applicable to profits in the tax T IR B A AR T E A

jurisdictions concerned HEBH 1,113 1,608
Tax effect of non-deductible expenses AR HRET 2 350 29
Tax effect of non-taxable revenue BERMBMANTIEY 2 (310) (264)
Tax effect of tax losses not recognised RERNTIENTH B2 9 15
Recognition of deferred tax assets on prior year FERIERRBELTHIE

tax losses BE (14) (15)
(Write back of over-provision)/Under-provision (BEBRIN@E)

in respect of prior years EFEERETR (33) 14
Others Hit 4 (4)

Actual tax expense ERHEYH 1,111 1,650
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18.PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT A5 EBRAAREBER R SR

The consolidated profit attributable to owners of the parent includes a profit of AEBRARERRGSEMNBEEFAR
HK$3,795 million (2014: HK$3,534 million) which has been dealt with in the ﬁEﬂ%iﬁ%WE’U@%'J%%W.QSM (2014
financial statements of the Bank. & B¥E35.3487T) ©

Reconciliation of the above amount to the Bank’s profit for the year RTEERRENE Et & 587 HhR

Amount of consolidated profit attributable to equity 25t ARTTHIHHRE < Al ER

holders dealt with in the Bank's financial statements  Zx2 B i 543 &% 71l 3,795 3,534
Final dividends from subsidiaries and associates

attributable to the profits of the previous REEFENBARREHEAR]

financial year and general reserves, R — R 2 RERE

approved and paid during the year WIEFEAZERIRE 176 195
Bank's profit for the year TITEE AR A 3,971 3,729

19.DIVIDENDS A2

(a) Dividends attributable to the year (a) EBAFERE
Interim dividend declared and paid of BEEMERERZNHERET
HK$0.38 per share on 2,617 million shares 261718 Bk #E0.387T
(2014: HK$0.43 per share on 2,329 million shares) (20144 : 23.29(EM G RE
(Note 42() 0.4370) (K17242()) 994 1,001

Second interim dividend paid in respect of the
previous financial year on shares issued under EXfERESHERBERARIT
the share option schemes subsequent to the end REBE B E L B ATRE

of the reporting period and before the close of R BB TROB L EFETR

the Register of Members of the Bank, of 7E0.68TTHIE IR HAR S

HK$0.68 per share (2014: HK$0.68 per share) (20144 : BRAEE0.687T) 1 -
Second interim dividend of HK$0.50 per share BRPHIRE F26.411EK

on 2,641 million shares (2014: HK$0.68 per share FZE®0.507T (20144 -

on 2,347 million shares) 234718 BB %0.687T) 1,320 1,596

2,315 2,597

The second interim dividend has not been recognised as a liability at the end of the RIRE AR A ZE X HR SRR

reporting period. RAE-
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19.DIVIDENDS (conTINUED) J% E. ()

(b) Dividends attributable to the previous financial year, approved and
paid during the year

(b) REERERZNBLFERE

Second interim dividend in respect of the previous — FENEA R LN T23.47ER

financial year, approved and paid during the year,  &R%/&#0.687T(2014%F: 22.90(&

of HK$0.68 per share on 2,347 million shares BB A% 0.680) M L FE
(2014: HK$0.68 per share on 2,290 million shares) % = )R EARLS.
(Note 42())) (Bzt42())

1,597 1,557

(c) Distribution to holders of Hybrid Tier 1 capital instruments

(0 KEFES—REATEFEA

Interest paid or payable on the Hybrid Tier 1 capital B sk B FIBA —REATE
instruments, the details of which are disclosed REARRE - FEERE
in Note 42(i) FiEE42() IR

320 330

20.EARNINGS PER SHARE S MRZF|

(a) Basic earnings per share
The calculation of basic earnings per share is based on earnings of HK$4,991
million (2014: HK$6,331 million) after the distribution of HK$320 million (2014:
HK$330 million) to Hybrid Tier 1 issue holders and deduction of HK$211 million
(2014: Nil) premium paid to partial redemption of Hybrid Tier 1 capital instruments,
and on the weighted average of 2,561 million (2014: 2,324 million) ordinary shares
outstanding during the year, calculated as follows:

Weighted average number of ordinary shares

(a) BREXRER

BREARBFTIZBEHRKE TRE —&K
BATEEE ABEE3 20T (20144F : B
3.301870) REMBR AT AIEE RS D RS
—REARTEMHEBE2.11187(20145F -
) 18 2 FI B 49.91 87T (20144 : B8
63.311870) REF N E BT LB 6 i
F8025.6118A (20144F : 23.24180%) &t
=z~ (INE

B INE T &

Issued ordinary shares at 1st January M ATEMEETEER 2,347 2,290
Effect of subscription of new shares RETRAO T E 7m -
Effect of share options exercised and shares issued 21T/ R RHE RIARRR 8317

in lieu of dividends il G0 43 34
Weighted average number of ordinary shares P12 A31 B BRI H hE

at 31st December g 2,561 2,324
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(b) Diluted earnings per share

The calculation of diluted earnings per share is based on earnings of HK$4,991
million (2014: HK$6,331 million) after the distribution of HK$320 million (2014:
HK$330 million) to Hybrid Tier 1 issue holders and deduction of HK$211 million
(2014: Nil) premium paid to partial redemption of Hybrid Tier 1 capital instruments,
and on 2,561 million (2014: 2,325 million) ordinary shares, being the weighted
average number of ordinary shares outstanding during the year, adjusted for the
effects of all dilutive potential shares.

Weighted average number of ordinary shares (diluted)

B 7% SRR MY AE ()

(b) BREHEF

BRESAT HIZRENRRE FREE —R
BATE#HB ABE3 20870 (201445 « B
3.30187T) R B MBRFTZ AR Z RS
—REARTEMRERE2.11878(20145F :
)18 2 F B 49.91{8 7T (20144 « B #
63.3187T) R FENFTA ABEBEEEETE
70X 3B AR 1 A RS I 0 T B AR 9 AN A
HE25.6118A% (20144 : 23.25FMR):HE -

BRI RO I 8 ()

Weighted average number of ordinary shares 12 A31 B E@RHE

at 31st December FH# 2,561 2,324
Effect of deemed issue of ordinary shares under the R} IZRARESH 2131 TE R EHBRH)

Bank's share option schemes for nil consideration TR 2 - 1
Weighted average number of ordinary shares K12 8318 Z@AR1D M TS

(diluted) at 31st December (B5%) 2,561 2,325
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21.DIRECTORS’ REMUNERATION EEM#&

Directors’ remuneration disclosed pursuant to section 383(1) of the Companies RARCA ARG 383 (NER( AR (HEE
Ordinance and Part 2 of the Companies (Disclosure of Information about Benefits FHRERRADFE2MzRERBEFHE
of Directors) Regulation is as follows: T

Chairman and Chief Executive ~ ERTHAR

Dr. the Hon. Sir David LI Kwok-po 2 E 5 0.8 10.6 8.1 7.5 1.0 28.0
Executive Director and HITESRE

Deputy Chief Executive THRER
Mr. Adrian David LI Man-kiu FREBAE 0.3 3.8 1.8 2.4 0.4 8.7
Mr. Brian David LI Man-bun AR 0.3 3.8 1.8 24 0.4 8.7
Non-executive Directors FHTES
Prof. Arthur LI Kwok-cheung TEEHR 0.4 - - - - 0.4
Mr. Aubrey LI Kwok-sing FEERE 0.5 - - - - 0.5
Mr. Eric LI Fook-chuen FRERE 0.5 - - - - 0.5
Mr. Stephen Charles LI Kwok-sze ~ ZEIf-h 4 0.3 - - - - 0.3
Dr. Isidro FAINE CASAS ERERL 0.4 - - - - 0.4
Dr. Peter LEE Ka-kit FREEL 0.3 - - - - 0.3
Mr. Masayuki OKU BIEZHEE 0.1 - - - - 0.1

Independent Non-executive

Directors BUEHITES
Dr. Allan WONG Chi-yun HMEL 0.6 - - - _ 0.6
Mr. WONG Chung-hin EEBEE 0.4 - - - - 0.4
Mr. Winston LO Yau-lai BRERE 0.7 - - - - 0.7
Tan Sri Dr. KHOO Kay-peng B EapgEmiE L 0.4 - - - - 0.4
Mr. Richard LI Tzar-Kai TERLE 0.3 - - - - 0.3
Mr. Kenneth LO Chin-ming ERSRRAE A 0.5 - - - - 0.5
Mr. William DOO Wai-hoi HREkE 0.4 - - - - 0.4
Mr. KUOK Khoon-ean BEBEE 0.4 - - - - 0.4
Mr. Valiant CHEUNG Kin-piu REERE 0.8 - - - _ 0.8
Mr. Daryl NG Win-kong FAELE 0.2 - - - - 0.2

8.6 18.2 11.7 12.3 1.8 52.6
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Chairman and Chief Executive FERTHAR

Dr. the Hon. Sir David LI Kwok-po ZEEE+ 0.6 10.2 13.4 8.3 1.0 33.5
Executive Director and HITEEHRE

Deputy Chief Executive THER
Mr. Adrian David LI Man-kiu' SREELE 0.2 1.5 1.2 1.2 0.1 42
Mr. Brian David LI Man-bun’ SRAELE 0.2 1.5 1.2 1.2 0.1 4.2
Non-executive Directors FHTES
Prof. Arthur LI Kwok-cheung TESHR 0.4 - - - - 0.4
Mr. Aubrey LI Kwok-sing FRERAE 0.4 - - - - 0.4
Mr. Richard LI Tzar-kai FERTE 0.3 - - - - 0.3
Mr. Eric LI Fook-chuen FRERE 0.4 - - - - 0.4
Mr. Stephen Charles LI Kwok-sze 2Bl 4 0.3 - - - - 0.3
Dr. Isidro FAINE CASAS SRERLT 0.3 - - - - 0.3
Dr. Peter LEE Ka-kit FREEL 0.3 - - - - 0.3

Independent Non-executive

Directors BYFHTES
Dr. Allan WONG Chi-yun BETMEL 0.5 - - - - 0.5
Mr. WONG Chung-hin HE@ALE 0.4 - - - - 0.4
Mr. Winston LO Yau-lai BRERE 0.6 = = = = 0.6
Tan Sri Dr. KHOO Kay-peng P B REL 0.3 _ — _ _ 03
Dr. Thomas KWOK Ping-kwong  SB/@;TfE+ 0.4 - - - = 0.4
Mr. Kenneth LO Chin-ming EREREAEE 0.4 - - - = 0.4
Mr. William DOO Wai-hoi HEEEE 0.4 - - - - 0.4
Mr. KUOK Khoon-ean BIELE 0.3 - - - - 0.3
Mr. Valiant CHEUNG Kin-piu RERTE 0.7 - - - - 0.7
7.4 13.2 15.8 10.7 1.2 48.3
Appointed Executive Director of the Bank with effect from 2nd August, 2014, with | 20144852 AT BATHITES
remuneration calculated on a pro-rata basis therefrom. i B 1t H etz LL BIETE -
Included in the above remuneration were share options granted to ED under LS BERITESRIBEANTTHIE SRR
the Bank’s Staff Share Option Schemes. The details of these benefits in kind are FHEIER TRRE - BRALSEY RGN
disclosed under the paragraph “Information on Share Options” in the Report of EHNEFSREENRREER | KRR

the Directors and Note 39. MiFE39/A ©



188 | The Bank of East Asia, Limited | Annual Report 2015

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

LR E )

22.FIVE TOP-PAID EMPLOYEES 5&F Bl SMES

Salaries and other emoluments FekEMHe 29 26
Performance-related bonuses R EREEAL 15 25
Share options R 17 19
Pension contributions RIS HRK 2 3

63 73

The remuneration of the five top-paid employees is within the following bands:

SEFMREMESNSEBEMT

HK$7& T

8,500,001 - 9,000,000
9,000,001 - 9,500,000
9,500,001 - 10,000,000
28,000,001 - 28,500,000
33,000,001 - 33,500,000

Included in the emoluments of the five top-paid employees were the emoluments
of 3 (2014: 3) Directors and 2 (2014: 2) senior management members. Their
director’s emoluments have been included in Note 21 above.

23.SEGMENT REPORTING 7 #P3¥R &

SEZF & H{E B e IE3R (20144 :36L)
BER2MI(20144F 260 EEBIEAE - 1
FHESHEE RER LMME21A -

The Group manages its businesses by divisions, which are organised by a mixture
of both business lines and geography. In a manner consistent with the way in
which information is reported internally to the Group’s senior management for
the purposes of resource allocation and performance assessment, the Group has
presented the following nine reportable segments. No operating segments have
been aggregated to form the following reportable segments.

(a) Business segments
The Group has identified the following nine reportable segments.

Personal banking, which includes branch operations, personal internet banking,
consumer finance, property loans and credit card business in Hong Kong.
Corporate banking, which includes corporate lending and loan syndication, asset

based lending, commercial lending and securities lending in Hong Kong.

Treasury markets, which include treasury operations and securities dealing in Hong
Kong.

AEEZEDREREEY - Mo EAHES
KRS AR o 570 E #5713k 22 A ER
BIAKENSEEEABERERSE K
RBFZH TR —BH - REEIIHAT
SERTIESR S EB o EED FIL AR BIFENT
BRI E RS EBA o

BR3P
AEEEHHA TN ETERS B -
EARTREEEEZHTEE  AAET
RIERIT  HEER  RIBERREARE
¥ o

TCERTEEAEEBZLEBERRER

METSBEERECMEEERESFEE -
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Wealth management, which includes private banking business and related assets
in Hong Kong.

Financial institutions, which includes trade financing activities with correspondent
banks in Hong Kong.

Other Hong Kong banking operations, which mainly include insurance business,
trust business, securities & futures broking, money lender activities and corporate
financial advisory in Hong Kong.

China operations mainly include the back office unit for China operations in Hong
Kong, all branches, subsidiaries and associates operated in China, except those
subsidiaries carrying out corporate services, data processing and other back office
operations in China.

Overseas operations include the back office unit for overseas banking operations in
Hong Kong, all branches, subsidiaries and associates operated in overseas, except
those subsidiaries carrying out corporate services in overseas.

Corporate services include company secretarial services, share registration and
business services, and offshore corporate and trust services.

Other businesses include property-related business, supporting units of Hong
Kong operations, investment properties, bank premises, the net results of other
subsidiaries in Hong Kong except for those subsidiaries which are included in other
Hong Kong banking operations.

For the purposes of assessing segment performance and allocating resources
between segments, the Group’s senior management monitors the results, assets
and liabilities attributable to each reportable segment on the following bases:

Segment assets include all tangible assets, intangible assets and financial assets
with the exception of interests in associates, deferred tax assets and other
corporate assets. Segment liabilities include deposits, financial liabilities and other
liabilities attributable to the individual segments.

Revenue and expenses are allocated to the reportable segments with reference
to interest and fee and commission income generated by those segments and
the expenses incurred by those segments or which otherwise arise from the
depreciation or amortisation of assets attributable to those segments. Segment
revenue and expenses do not include the Group's share of revenue and expenses
arising from the activities of the Group’s associates. Other than reporting inter-
segment income, assistance provided by one segment to another, including sharing
of assets, is not measured.

In addition to receiving segment information concerning profit before taxation,
management is provided with segment information concerning revenue
(including inter-segment lending), interest expense, depreciation, amortisation
and impairment losses and additions to non-current segment assets used by the
segments in their operations.

B 7% SRR MY AE ()
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23.SEGMENT REPORTING (CONTINUED) 20" BB¥R & (40

(a) Business segments (continued) (a) EEDEB(E)

Net interest income{expense) ~ #H|2MA/(i8) 2,694 2451 ) 37 5 M 4175 1,11 5 11,776 158 - 119%
Nonnterest incomel(expense) ~ 3EFI MM/ (3i8) 819 526 (@13) 457 1 731 1,254 160 1,1% 4753 4 (366) 5130
Operating income: EEWA 3513 2911 (435) 79 69 1,049 6,029 1332 1,201 16,529 901 (366) 17,064
Operating expenses EETH (1823) (216) (140) (197) 1) (636) (3,924) (465) (834) (8,248) (1,850) 366 (9,732

Operating profitlloss) before ~~ AHBERXZ
impaiment losses et/ (58) 160 2761 (575) 597 56 43 2,105 867 367 8281 (049) - I
(Charge forite backof ~ EEREFRER
impaiment losses onloansand  BUBHIHIERR

advances and other accounts (5¢3%) /B (128) (10) - ) - (56) (1,708 (29 @) 5 - )
Impairment losses on IiESRER,
avallble-for-sale financial assets  EE. - - (15) - - @ - - - (1) - - ()

Operatingprofiloss)after ~ BHBHERK %L
i SEE/EE) e 21 (W W s 3 41 88 6| 6| ) - 5B
ProfitLoss) onsaleof fied  HEEFAE - EX
assets loans and receivable,  REEWEE - £2
held-to-maturity investments  SEEA R,
and avallable-for-sale EERAE AT

financial asets /(E8) ) 1 3 - - 9 151 - )] 21 116 - 367
Profit on sale of subsidiaries)  HiERBAT /A

assodiates INTba - - - - - - - - 2 2 - - 2
Valuation gains on investment

properties BERENZEA - - - - - - - 49 3 52 497 - 549
Share of profis lessosses of ~ JE[EBS2 AR

assodiates WER - - - - - 6] 182 £y 1 558 - - 558
Profit{Loss) before taxation Biautl/(58) 1,560 2,652 (497) 588 56 361 734 1,265 361 7,080 (331) - 6,749
Deprecition for the year FRiE (61) (1) U] ) - (29) (232 (18) (28) (370) (153) - (523)
Segment assets NHEE 68719 142,731 165,533 25,621 1022 B31 321280 88,083 2269 | 839,495 17912 (81,806) 775,601
Investments n associates BENARE - - - - - 50 1,102 4591 0 5763 - - 5,763
Total asets 2EoE 8719 W73 16558 BN 00 1881 W3 96 289 | 845258 | 17912 (81.806) 781364
Total liabilties SfEEE 279,214 1,124 80,117 21,436 6 13958  2757% 701 405 | 749,067 2148 (55492) 695723

Capital expenditure incurred
during the year FENERRR 8 - 2 - - 16 154 14 131 365 104 - 469
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Net interest income FHISHA 251 2,168 65 m 154 264 5,958 1,114 6 1251 10 1 605
Non-interestincome FHEMA 753 669 40 354 % 635 1458 160 1,141 5,135 668 (346) 5557
Operating income 0N 335 28 105 625 79 89 7416 1274 147 1780 70 35 1823
Operating expenses S (1653) (201) (143) (193) (13) (607 @431 (434 603 @413 (1719 U5 9849

Operating profitfloss) before ~ AHBHEERZ
mpairment osses BT/ (58) 1,672 2636 (38 32 166 29 309 790 304 9392 (1,009) - 8,383

(Charge foWiite back of B EEH R
mpaiment losses on loans and B 7BENR EE%
advances and other accounts (s )/ (114) (74) 1 @ - (32) 877) 13 &) (989) (1) - (990)

Impairment losses on held-to- ~ HEZMEER
maturity investments and ARtEcREE
avalableforsal financia assets 7 BBz - - (1) - = - ° = - il - - (1)

Operating proftlloss ater ~~ EHIREEEXEZ
impairment osses @L%ER/(B8) 1,558 2562 (48) 830 166 260 2 903 340 8392 (1,010) - 1382
ProfitLoss) on sale of fixed assets, (HEBFAE 52
held-tomaturty investments ~ BERARTLL
and avallbleforsae financal -~ EAREE 2R

asets /(EE) - 7 4 - - 4 69 - 1) 173 - - 17
lossonsale of subsidiaris ~~ HiERBAT 2B - - - - - - - [ - ] - - )
Valuation gains on investment

properties EfERENEEA = = = = = = = = = = m = 8
Share of profits less losses of e[S A TR

associates HEE - - - - - (5 3 16 1 645 - - 645
Proftloss) before toration [t/ (6l8) 158 2589 % 430 166 %9 518 135 340 9,06 (718)) - M
Depreciation for the year EviE n ) (o) (2] 1 (28 (322) (20 (26) (478) (18) = (664)
Seqment assets APEE 58929 173050 140,170 29917 9813 1753% 37263 102,380 202 906,640 18030 (134862 789,808
Investments in assoclates BEATRE - - - - - 55 972 5,036 0 6,083 - - 6,083
Total assets LEER 58929 173050 140,170 29917 9813 17591 31359 107416 2042 912,723 18030 (134862 795891
Total liabilties BEeE 278557 1,164 94513 B218 4 1335 32869 91,134 387 831,030 2319 (110962) 72447

Capital expenditure incurred
during the year EENERRY i) 1 1 7 - 3 116 9 4 238 8 - 3
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23.SEGMENT REPORTING (CONTINUED) 20" BB¥R & (40

(b) Geographical segments (b) HED =B
The information concerning geographical analysis has been classified by the RiE DI B EREMNBARNEESE
location of the principal operations of the subsidiaries, or in the case of the Bank TEERTEMEE - SAMAITME @ BIIRBERSE
itself, by the location of the branches of the Bank responsible for reporting the EERHEENRZ DT TIAEIS ©

results or booking the assets.

Operating income HEWA 9,234 6,368 1,012 892 (442) 17,064
Profit before taxation STyl 4,480 778 767 724 - 6,749
Total assets AEBE 465,519 308,726 40,885 48,776 (82,542) 781,364
Total liabilities L 398,241 275,804 34,678 42,820 (55,820) 695,723
Contingent liabilities and

commitments RABERAEE 70,449 159,151 4,450 8,430 - 242,480
Capital expenditure during the year EERE AR X 182 164 117 6 - 469

Operating income FEI N 9,081 7,716 1,052 795 @12) 18,232
Profit before taxation B Fi A A 4,130 2,735 847 712 - 8,424
Total assets BEBE 465,465 361,094 58,701 46,233 (135,602) 795,891
Total liabilities BEER 413,374 328,728 52,201 39,462 (111,318) 722,447
Contingent liabilities and

commitments A E & R 71,153 168,579 4,808 4,028 - 248,568
Capital expenditure during the year & NE AF 7 158 129 29 7 - 323

24.CASH AND BALANCES WITH BANKS AND OTHER FINANCIAL INSTITUTIONS (Note 47(b))
RBEeRAERTNEGESRMEBNET (HEE47(b))

Cash in hand Be 1,379 1,597
Balances with central banks TR RRITH T 36,339 48,274
Balances with banks and other TESRATANE th & BRI IE £

financial institutions e 31,404 20,487

69,122 70,358
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25.PLACEMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS (Note 47(b))
FEERAT R ELAth & mHEAB A9 17 3R (Bt 3£47 (b))

Placements with banks and authorised TEIRIT R AR & RS
institutions T 80,828 50,769
Placements with central banks TR RIRITHIF X - -
80,828 50,769
Maturing FI B EARR
— within one month —1fEAR 62,384 26,536
— between one month and one year —EAZ1ER 18,444 24,233
80,828 50,769

26. TRADE BILLS &5 Ei&

Gross trade bills ECES ft 19,533 60,679
Less: Individual impairment allowances o ERREERE (1) (4)

19,532 60,675
Movement of individual impairment allowances ERIRELERE EE)

At 1st January M1A1H 4 4
Net provisions released back to income BRI R EE

statement R - @8)
Amounts written off HsHzE A3) =
Recoveries Ye1zE - 8

At 31st December MN12A31H 1 4
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27.TRADING ASSETS X5 ABREE

Treasury bills (including Exchange Fund Bills) BERS (BEINEERRE)

(Note 47(b)) (Hizt47(b)) 1,178 78
Certificates of deposits held (Note 47(b)) BENTEREH+470b)) 1,192 -
Debt securities (Note 47(b)) B EH(H247b) 1,620 1,412
Equity securities f&n 75 1,345 1,374
Investment funds HEES - 21

5,335 2,885
Issued by: BITHS

Central governments and central banks R AR SR 4R AT 1,189 129

Public sector entities NV 8 52

Banks and other financial institutions RITRE M RIS 2,768 1,170

Corporate entities PERE 1,370 1,501

Other entities HinEE - 33

5,335 2,885
Analysed by place of listing: R ETtE A

Debt securities EBES
Listed in Hong Kong EEBLEM 1 13
Listed outside Hong Kong FERBAIMEE £ 25 113
36 126
Unlisted JEEm 3,954 1,364
3,990 1,490

Equity securities B fn &5
Listed in Hong Kong EEE LM 1,124 1,131
Listed outside Hong Kong EBBAIMEE T 221 243
1,345 1,374

Investment funds REES
Listed in Hong Kong EEBLM - 7
Listed outside Hong Kong EBEBIMEE T - 14
- 21
5,335 2,885
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28.FINANCIAL ASSETS DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS
EERBBERUARRAFEENERMERE

Certificates of deposit held (Note 47(b)) BENEREHE470b) 476 1,495
Debt securities (Note 47(b)) B (Hi7247(0b)) 3,410 6,792
Equity securities f&fn 55 5= 326 353
Investment funds wEHES 124 73
4,336 8,713
Issued by: BITHE
Central governments and central banks R AR SRR AT 90 94
Banks and other financial institutions RITRE M B 2,012 5,072
Corporate entities TEERE 2,110 3,474
Other entities Hi &S 124 73
4,336 8,713
Analysed by place of listing: 2 ETERAT -
Debt securities BRES
Listed in Hong Kong ERBELT 797 1,093
Listed outside Hong Kong FERBNIMEE i 1,589 3,597
2,386 4,690
Unlisted JEET 1,500 3,597
3,886 8,287
Equity securities f&1n &%
Listed in Hong Kong ERELT 116 128
Listed outside Hong Kong EBRBAIMEE Ei 210 225
326 353
Investment funds REES
Listed in Hong Kong ERELT 20 -
Listed outside Hong Kong EBRBAIMEE T 15 9
35 9
Unlisted JEET 89 64
124 73
4,336 8,713
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29. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS EFE &Kk HthBR1E

(a) Advances to customers and other accounts (a) BEERFR R HMERIE
(i) Advances to customers BRE#H 441,506 443,287
Less: Impairment allowances A OREEE
~ Individual — &5l (1,021) (419)
— Collective —BE (1,360) (935)
439,125 441,933
(i) Other accounts HfRE
Advances to banks and other financial institutions #2775 Eo#h 4 Bt 2R 31 55
Less: Impairment allowances W REEE
— Individual — &l (1) (M
30 54
Notes and bonds (Note 47(b)) & (Hfata7(b)) 1 1
Certificates of deposit held (Note 47(b)) RANTFHRE(H1i2470b)) - 116
Accrued interest FEETF 8 2,635 2,904
Customer liabilities under acceptances AABEFPAR 20,602 26,460
Other accounts HfRE 9,778 10,703
33,016 40,184
Less: Impairment allowances W OREER
~ Individual — &3l (19 (13)
— Collective — R (19) (18)
32,978 40,153
Assets held for sale (Note 56) REELEEE(H7156) 955 =

473,088 482,140
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(b) Impairment allowances against advances and other accounts (b) B K HAhIRIE 2 BB %R

At 1st January MAE 419 935 1 - 13 18 433 953
New provisions charged to income statement WaRMT EHHEE 1,548 692 - - 3 2 157 694
Net provisions released back to income statement BB GERAIERTFE (109) - - - @ - (113) -
Amounts written off gt (801) (219) - - (6) - (807) (219)
Recoveries (2F 120 - - - - - 120 -
Effect of discounting (Note 5 BELigi ) (110) - - - - - (110) -
Transfer #5 7 - - - m - - -
Exchange adjustments EABE (53) (48) - - - () (53) (49)
At 315t December #2831 1,021 1,360 1 - 19 19 1,041 1319

At 1st January MAE 33 699 2 - 13 17 338 716
New provisions charged to income statement MR B R 863 403 - - 64 2 927 405
Net provisions released back to income statement ~ EEERAEEFE (308) - ) - () - (314) -
Amounts written off Wi (691) (153) - - () - (6%) (159
Recoveries B 215 - - - 1 - 216 -
Effect of discounting (Note 5) BELigi o) (20 - - - - - (20 -
Transfer R 54 - - - (54) - - -
Exchange adjustments ERBE (17) (14) = = 1 (1 (18) (15

At 315t December RM2A31H 419 935 1 = 13 18 433 953
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29. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS (CONTINUED) & F B3k Iz H Ath BRIE (&)

(c) Advances to customers — by industry sectors () BEFBR—RITEDHE
The analysis of gross advances to customers and the percentage of secured RITEDENTF B NEE LG ERRRN
advances by industry sector is based on the categories and definitions used by the AR RIERBEERBFIRANERIES
HKMA.

Loans for use in Hong Kong ERBERANER
Industrial, commercial and financial TEtH
— Property development —MEER 13,009 67.44 17,177 7140
~ Property investment —MERE 41,890 87.44 38,906 86.53
— Financial concerns —eRbE 10,011 70.44 15,562 82.32
— Stockbrokers —-REEL 2,894 85.34 1,901 95.94
- Wholesale and retail trade —HEETEX 18,250 67.56 21,070 56.15
- Manufacturing o 4,494 55.72 7,090 50.93
— Transport and transport equipment — B EER R 5,758 80.15 6,835 67.01
— Recreational activities — IRESE ) 155 56.66 138 56.53
- Information technology — &R 1,251 27.87 836 15.53
- Others —HAt 21,370 76.27 19,113 69.23
- Sub-total — /et 119,082 76.51 128,628 73.10
Individuals A
— Loans for the purchase of flats in
the Home Ownership Scheme, -BEEERHEEE]
Private Sector Participation [FLAZEEREHE R
Scheme and Tenants Purchase [BEBEEREEET
Scheme MER 1,050 100.00 1,058 100.00
- Loans for the purchase of other
residential properties -BEEMEENENER 40,805 100.00 33,052 100.00
— Credit card advances —EAFEX 4,552 0.00 5,079 0.00
- Others —Hit 21,191 83.99 19,181 82.12
- Sub-total — /et 67,598 88.25 58,370 85.42
Total loans for use in Hong Kong EEBERNERESR 186,680 80.76 186,998 76.95
Trade finance BomE 5,998 66.66 5,527 59.14
Loans for use outside Hong Kong* ERBRIMERRER 248,828 66.25 250,762 71.38
Total advances to customers RPEHAE 441,506 72.39 443,287 73.57
*  Loans for use outside Hong Kong include the following loans for use in Mainland China. * IEEBUIMEFRIE S ETE L T E R B A

ERAIEL

Property development MEER 42,468 60.86 40,010 60.01
Property investment MERE 33,439 95.63 32,701 98.51
Wholesale and retail trade HBETEY 22,931 75.90 32,072 80.53
Manufacturing BUE% 8,687 46.67 11,224 61.73
Others Hith 77,247 53.85 73,200 61.45

184,772 65.42 189,207 70.80
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N TRTESBLEEPRREFEAD 2T
A BB E ERREMNER - ARIE

Individually impaired loans, as well as relevant information, in respect of industry
sectors which constitute 10% or more of total advances to customers are as

follows: BAEROT -
(i) Property development () MEZER
a. Individually impaired loans a. BERIRENER 39 42
b. Individual impairment allowance b. ERRELEE 5 10
¢. Collective impairment allowance c. BERBEESE 222 116
d. Provision charged to income statement d. RIE &R IR ERE
— individual impairment loss — BRI ERRR 174 1
— collective impairment loss — BERERX 136 67
e. Written off e. s - -
(ii) Property investment (i) MK E
a. Individually impaired loans a. BERIRENER 598 299
b. Individual impairment allowance b. {ERIRELEME 24 3
¢. Collective impairment allowance c BEREER 269 175
d. Provision charged to income statement d. RIRESR T SRR
— individual impairment loss — BRI ERK 63 13
— collective impairment loss — ERRERX 130 67
e. Written off e. Mg 33 9
(iii) Loans for purchase of residential properties (i) B EEMEEMENER
a. Individually impaired loans a. BERIRENER 356 236
b. Individual impairment allowance b. ERRELEE 23 12
¢. Collective impairment allowance c BEERELERE 141 82
d. Provision charged to income statement d. RIE &R IR ERE
— individual impairment loss — BRI ERRR 80 23
— collective impairment loss — BEERERRK 57 29
e. Written off e. JisH 50 "
(iv)Wholesale and retail trade (v) #LBERTEZE
a. Individually impaired loans a. EERIRENER 1,455 633
b. Individual impairment allowance b. BRI FELEE 502 74
¢. Collective impairment allowance c BRERELER 146 124
d. Provision charged to income statement d. R R S HEEE
~ individual impairment loss — {ERIREIRA 727 318
— collective impairment loss — EERERX 74 57
e. Written off e. HisH 189 286
(v) Hotels (v) B IE
a. Individually impaired loans a. BERIRENHER 912 637
b. Individual impairment allowance b. [ERIAEERE 56 58
c. Collective impairment allowance c BEREEE 63 49
d. Provision charged to income statement d. R R 2 SR
— individual impairment loss — BRI ERRX 62 59
— collective impairment loss — BERERX 29 22
e. Written off e. #isH 62 -
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29. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS (CONTINUED) & F B3k Iz H Ath BRIE (&)

(d) Advances to customers — by geographical areas
The information concerning the breakdown of the gross amount of advances to
customers by countries or geographical areas is derived according to the location
of the counterparties after taking into account any transfer of risk. In general, such
transfer of risk takes place if the claims are guaranteed by a party in a country
which is different from that of the counterparty or if the claims are on an overseas
branch of a bank whose head office is located in another country.

(d) EFBF% -REFSIE

BEFRTRBRARARANSE - ZRE
REBFHMED  YEEREZRARE
R —RME  BRBRNERESUIER
SHFRAEBNBRN — T ER - RZER
HIETTHE RERBITEI DT - MZRTT
H AR IR E BRI IR R S 4 F RIS »
ERR AR —ERRERE S AR -

Hong Kong E 181,968 243 643 152 263
People’s Republic of China AR A R HEFIE 212,621 3,809 4,037 818 978
Other Asian Countries ECEEETER 19,376 22 155 35 51
Others Hith 27,541 5 138 16 68
Total kil 441,506 4,079 4,973 1,021 1,360
% of total advances to B P EEN

customers =Rl 1.13%
Market value of security held

against impaired advances JF{EZ P2

to customers HHRRME 8,239

Hong Kong BB 186,000 226 404 95 248
People’s Republic of China  FZ AR A 213,984 1,784 2,108 307 563
Other Asian Countries HbmNEIR 20,813 79 143 17 68
Others Hih 22,490 7 81 - 56
Total 4R 443,287 2,096 2,736 419 935
% of total advances to IERPRTETEN

customers Akt 0.62%
Market value of security held

against impaired advances JR{ER F K

to customers HEHRmmE 4,680
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Impaired loans and advances are individually assessed loans with objective evidence B E R R B R R (B Bl BR B B (B B R T
of impairment on an individual basis. The above information by countries or AERIFHENER o A ERERKE RS
geographical areas is derived according to the location of the counterparties after WER  EREXSHFOMEMTEEK
taking into account any transfer of risk. BRRBEER -

(e) Advances to customers — net investment in finance leases (e) EFEN —mERENFRERE
Advances to customers include net investment in equipment leased under finance EERARBEARERELXE L RE -
leases. The total minimum lease payments receivable under finance leases and their BEMERERENRERENTEE &
present values at the year end are as follows: HIEMT :

Amounts receivable: FEYRRSR -
Within one year 1EUA 1,172 161 1,333 1,336 181 1,517
After one year but within five years 14474 Z 54 1,660 320 1,980 1,694 295 1,989
After five years SEAE 2,921 499 3,420 2,594 427 3,021
5,753 980 6,733 5,624 903 6,527

Less: Individual impairment

allowances A ERIREER (30) )
Net investment in finance leases ~ RAREHFREE 5723 5,616
The net investment in finance leases is carried on the statement of financial MERENFREFBRBIETSPBAREHAM
position as advances to customers and other accounts. No accrual is made for the IRIBEM BN KRB IR - RRBEEFE

interest income relating to future periods. WA AT o
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30. AVAILABLE-FOR-SALE FINANCIAL ASSETS AI{t HESRIEE

BEEF BEINEESRE)

Treasury bills (including Exchange

Fund Bills) (Note 47(b)) (Bizt47(b)) 17,920 27,906
Certificates of deposit held (Note 47(b)) BEENTEREBE470b)) 2,228 1,626
Debt securities (Note 47(b)) ERE S (HiZ47(b)) 70,136 54,116
Equity securities D EH 2,832 2,895
Investment funds REES 479 273

93,595 86,816
Issued by: BATHAS -

Central governments and central banks R AR R 3R AT 19,013 28,238

Public sector entities REWE 553 691

Banks and other financial institutions RITRE M S BE 32,582 27,788

Corporate entities hEER 40,927 29,788

Other entities Hihgee 520 311

93,595 86,816
Analysed by place of listing: 1 ETtER ST -
Debt securities BT

Listed in Hong Kong EEB LW 18,236 12,511
Listed outside Hong Kong EEBAIMEE ETR 21,344 11,391
39,580 23,902
Unlisted i} 50,704 59,746
90,284 83,648

Equity securities MRt %5
Listed in Hong Kong EEB LM 800 766
Listed outside Hong Kong EEBAIMEE £ 1,501 1,376
2,301 2,142
Unlisted JE T 531 753
2,832 2,895

Investment funds REHES
Listed in Hong Kong EEE Em 92 -
Listed outside Hong Kong EBRBAIMSGE T 63 29
155 29
Unlisted i} 324 244
479 273
93,595 86,816
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31.HELD-TO-MATURITY INVESTMENTS (Note 47(b)) =2 Z|Hi1RE (HizE47(b))

Treasury bills (including Exchange Fund Bills) BEES (BEINEESRE) 1,143 737
Certificates of deposit held BENERE 1,478 2,710
Debt securities BIEES 3,578 3,300
6,199 6,747
Issued by: BATHAR -
Central governments and central banks H R AR RERAT 1,850 1,546
Public sector entities NS 22 22
Banks and other financial institutions BT RE M S REE 1,156 2,495
Corporate entities hE¥EER 3,171 2,684
6,199 6,747
Analysed by place of listing: & EmE AT
Debt securities EES
Listed in Hong Kong ERELT 2,673 1,905
Listed outside Hong Kong ERBNIMEE T 1,588 1,590
4,261 3,495
Unlisted JEET 1,938 3,252
6,199 6,747
Fair value: NS
Listed securities S 4,309 3,516
Unlisted securities I EmES 1,940 3,218
6,249 6,734
Movement of impairment allowances BEEFENEE)
At 1st January M1A1H - =
Net provisions released back to BT EE
income statement R - ©)
Recoveries W E%E - 3

At 31st December W12A31H - —
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32.INVESTMENTS IN SUBSIDIARIES B A TIRE

The following list contains only the particulars of subsidiaries which principally ATHRELRBEAAEENKE  BENXE
affected the results, assets or liabilities of the Group. The class of shares held is BEEATENWERR - WERGE LB
ordinary. Bt e

Details of these companies are as follows: LEERRINFIFAT

Ample Delight Limited Hong Kong HK$75%450,000,00070 100%  Investment holding
AR ARAR] B REZER
Bank of East Asia (Trustees) Limited ~ Hong Kong HK$7%E%150,000,00075 100% Trustee
REBRIT(EE)BRAF B E7ER%
* BEA Blue Sky Real Estate Fund L.P. Cayman Islands NIL 50.5% Acting as a Limited
RERS Partner to BEA/

AGRE China Real
Estate Fund, L.P.

HEBEA/ARGE China
Real Estate Fund,
LPBREEAHA
BEA Consortium GS Investors L.P. BVI NIL 100% Acting as a limited
KBRS partner of a limited
partnership
BREFEZA
BEA Life Limited Hong Kong HK$75%500,000,00070 100% Life insurance
REASRBERAA Bt AERE
BEA Union Investment Hong Kong HK$ /5% 374,580,0007C 51% Asset management
Management Limited B BEER
REBEREERER AR
Blue Care JV (BVI) Holdings Limited BV HK$75%20,000,0007T 80% Investment holding
RERUHS REZER
Blue Cross (Asia-Pacific) Insurance Hong Kong HK$7%&%625,000,00070 100% Insurance
Limited 5 R
ETF(ERRBERAR
Caribbean Corporate Services Ltd. Barbados BDS$2,000E8 B % Hit 60.49% Corporate secretarial
EEZ and accounting
services
EANBBWE REE
MR
Central Town Limited Hong Kong HK$7E 27T 100% Property investment

EREEFR A &0 MERE



Century Able Limited
EHERAR

Chongging Dongrong Business
Consultancy Company Limited

EEMRABBEAERAT

Chongging Liangjiang
New Area Credit Gain

Finance Company Limited
BEEMLHREEEER

ARAH

Corona Light Limited

Credit Gain Finance Company

Limited
BEVBAERAR

Crystal Gleaming Limited

Dean Street Property Limited

East Asia Electronic Data Processing
(Guangzhou) Limited (Note 1)
REEFAMRE (BMN)ARAH

(Frat1)

East Asia Facility Management Limited

RERBEEARAA

* East Asia Holding Company, Inc.

East Asia Indonesian Holdings Limited

East Asia International Trustees

Limited

East Asia Investments Holdings

(BVI) Ltd.

East Asia Properties Holding

Company Limited
ROMEERARAR
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Hong Kong
0

PRC

REARKME

PRC
i AR LR

BVI
RBELEHS

Hong Kong
0
BVI

EBRIHS

BVI
RBELHS

PRC
I AR AR

Hong Kong

USA.
XH

Seychelles

EEH

BVI
KBEIES

BVI
RBRIES

Hong Kong
e

HK$/5%5929,752,8497C

HK$76,300,0007T

US$50,000,0003% 7T

HK$7%%929,752,8497T

HK$7%#390,000,0007T

HK$7%%929,752,8497T

GBP32$%1,900,0007T

US$3,000,0005 7T

HK$7&10,0007T

US$53TT

US$100,000% 7T

US$1,301,00037E

HK$ /5% 186,038,7257T

HK$£%6,510,0007C

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

Investment holding

RAEZR

Business consultancy
services

B HIRTS

Micro-finance loan
NEER

Investment holding

REZR

Money lenders

BEA

Investment holding
REER

Property development

MEBR

Servicing

R

Facility management
RiEE

Bank holding company
PITERAR

Investment holding

REZR

Trustee services

EFEARTS

Investment holding
REZR

Investment holding

REE
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32.INVESTMENTS IN SUBSIDIARIES (conTinuep) HfiE A RIIRE ()

East Asia Property Agency Hong Kong HK$ /5% 1,000,0007C 100% Property agency
Company Limited BB MR
ROMERBEERAR
East Asia Property Holdings BVI GBPHEETT 100% Property holding
(Jersey) Limited HBRLHEE MERH
East Asia Secretaries (BVI) Limited BVI HK$7%300,000,0007T 75.61% Investment holding
REBRIHS REER
East Asia Securities Company Limited Hong Kong HK$75#25,000,0007C 100% Securities broking
REBEHFARRE B EREE
East Asia Strategic Holdings Limited ~ BVI US$50,000,000% 75 100% Investment holding
RBRIES REER
Innovate Holdings Limited BVI US$12E7T(Ordinary I %) 100% Special purpose vehicle
RBRIZHS US$324,345,0003 7T company specially
(with a liquidation preference set up for BEA's
of US$1,000 per share Hybrid Tier 1 issue
WiE &R 1,000 T2 ARBRITEE—R
ERE S E) BRI Z T
EMiRETARA
Keen Sight Development Limited BVI US$29,490,000% 75 100% Investment holding
RBRTES REER
Powerhouse Worldwide Limited BVI US$29,490,00035 7T 100%  Investment holding
RERUHS REER
Shaanxi Fuping BEA Rural Bank PRC CNY AR#20,000,0007T 100% Banking and other
Corporation (Note 1) E AR ILE financial businesses
RAE T RENERTEREEDR RITREBNSR
(Hizt1) PR
Shenzhen Credit Gain Finance PRC CNY AR%300,000,0007T 100% Micro-finance loan
Company Limited (Note 1) HE AR NEER

RmEENEEFERAF
(#:t1)



Skyray Holdings Limited

Speedfull Limited

The Bank of East Asia (China)
Limited (Note 1)

RGRIT(RE)BRAR
(K1)

Tricor Consultancy (Beijing)
Limited (Note 1)

RE2HEEAMER)ARAT
(Hizt1)

Tricor Europe (Holdings) Limited

Tricor Holdings Limited

Tricor Holdings Pte. Ltd.

Tricor Investor Services Limited

FERSERERAF

Tricor Japan Holdings GK

Tricor Outsourcing (Thailand) Ltd.

Tricor Services (BVI) Limited

Tricor Services (Macau) Limited

FEEXEBHORF)ERAF

BVI
RBELEHS

BVI
RBRIES

PRC
REEARAME

PRC
hEAREME

Hong Kong
0

BVI
HKBELRS

Singapore

TR

Hong Kong

Japan

AA

Thailand
ZRE

BVI
KBELRS

Macau

bl

HK$ 7% #450,000,0007T

HK$7% % 450,000,0007C

CNYAE#11,160,000,0007T

US$1,850,0005< 7T

HK$7H 17T

US$7,0013&7T

S$ET AN EE5,000,0027T

HK$78#10,000,0007T

JPY1,000,000H

THBZ=#%10,000,0007C

US$250,000% T

MOP25,0002F9 7T
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100%

100%

100%

75.61%

75.61%

75.61%

75.61%

75.61%

52.93%

57.46%

75.61%

75.61%

Investment holding

RAEZR

Investment holding

REZR

Banking and related
financial services

RITREEN SR
i

Business consultancy in
China

Investment holding

REER

Investment holding
REE

Investment holding
REER

Investor services

REERS

Nominee company

RARERT

Business outsourcing

BB

Registered agent and
trustee services

aEMHAIE RS FEARTS

Business services

BEMRT
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32.INVESTMENTS IN SUBSIDIARIES (conTinueD) B A TR E (@)

Tricor Services (Malaysia) Sdn. Bhd.  Malaysia RME5#45,672,4847C
BRAED

Tricor Services Limited Hong Kong HK$%#10,000,0007T

FERERBERAR )

*  Companies not audited by KPMG. The financial statements of the subsidiaries not audited
by KPMG reflect total net assets and total income constituting approximately 0.8% and
0.0% respectively of the related consolidated totals.

Notes:

1. Represents a wholly foreign owned enterprise registered under the PRC laws.

2. The above subsidiaries have no non-controlling interests material to the Group except for
Innovate Holdings Limited.

The following table lists out the information relating to Innovate Holdings Limited,
the only subsidiary of the group which has a material non-controlling interest
("NCI"). The summarised financial information presented below represents the
amounts before any inter-company elimination.

68.05% Investment holding

75.61%  Business, corporate
and investor services
EE  RERKRESR
AR5

* FHETZAEETERFEGHRA -
ES R E A FE B A E A 2 A1 5
K2 BERBRIRABES SIS &4
#H10.8% /20.0% °

i -

1. E—RETEARREMEZDEMZ 2 EHE
BINEDRFE -

2. Brinnovate Holdings Limiteds) + LA_EH1E 2
A2 FEFE S s A S E I T E X o

RPN E A M — G R IR M
ZH{B2 7] * Innovate Holdings Limited. ° LA
T BB ER WA P HEMEE 2R
Lok

Non-current assets FERBEE

Net assets FEE

Carrying amount of NCl JEEHIE S 2 BRE(E
Revenue WA

Profit for the year FEmA

Total comprehensive income SENEERE

Profit allocated to NCI
Dividend paid or payable to NCI

DT IR IR 2
B SRER T ARG 2 S

2,514 3,878
2,514 3,878
2,514 3,878

320 330

Details on the accounting treatment of the above NCI are set out in Notes 19(c)

and 43.

A SRRSO E S RE T EZFHIEE
EMFFE19(0) K2 4351 & -
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33.INVESTMENTS IN ASSOCIATES E4& N TIRE

Share of net assets [EIFEE 5,391 5711
Goodwill GES 372 372
5,763 6,083
Less: Impairment allowances L OREEE - -
5,763 6,083
Loans to associates amounting to HK$233 million (2014: HK$233 million) are B X A BB 2 3380 (20144 « B
included under placements with banks and other financial institutions. 2.331870) B BREEERTT REM S RIEEN
7R o
The following list contains only the particulars of principal associates which are not AT 58 R SRS AL B R 12 5 EAF
individually material to the Group: BNHETZHE NG

Listed £

AFFIN Holdings Berhad Malaysia 23.52% Investment holding
BSRPEE REZER

Unlisted 3 £

Briliance- BEA Auto Finance Co., Ltd. PRC 22.5% Auto finance and other related
R ARILFE financial businesses

MEERKEERERES

Dolford Property Holdings Limited BVI 30% Investment holding
HBRIAHS KREER

Founder BEA Trust Company Limited PRC 19.99% Trust and other financial

A ERGEFRARAR FiE A R AR businesses

ERERAtEREE
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33.INVESTMENTS IN ASSOCIATES (conTinueD) B A RIIRE ()

Industrial and Commercial Bank Canada 20%
of China (Canada) mex
HETRERIT(NER)BRAR
Industrial and Commercial Bank USA.
of China (USA) N.A. ES5)]
H B T aR1T (CEE)
Platinum Holdings Company Limited Cayman Islands 29.99%
REHS
PT. Bank Resona Perdania Indonesia
Elfe

Aggregate information of associates that are not
individually material

Aggregate carrying amount of individually immaterial

BRI EARE & AR BMER
BRI EARE R RIS B RE

20%

30%

Banking services

RITHRTS

Banking services

RITHRTE

Investment holding

iEa=gelive

Banking and related financial
services

RITRERERIRTS

associates in the consolidated financial statements 2 #AF1BEE(E 5,763 6,083
Aggregate amounts of the Group's share of those AN BIE %S & A 7] 2 447

associates’ |
Profit from continuing operations IREFEEE T 558 645
Post-tax profit or loss from discontinued operations  JEE B {2 |F %38 2 B Fi & i Fllsi i 18 - =
Other comprehensive income Hit2EW (902) (310)
Total comprehensive income SENEEE (344) Esh
Recondiliation of carrying amounts to the Group’s ~ BRE{E L2 & B A 7Y

total interest in the associates TR
Carrying amount of material associates EREE AR ZREE - -
Carrying amount of individual immaterial associates  {ER|TE AR SN E 2 BEEE 5,763 6,083
Interest in associates in the consolidated financial

statements TR SRR PR S A rl s 5,763 6,083
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34.GOODWILL AND INTANGIBLE ASSETS B2 R EFEE

Goodwill and intangible assets include goodwill arising on business combinations HAEREVEERBEREBSHELNHS
and acquired intangible assets. Acquired intangible assets are amortised over their REABRAE - BABFEEREMGTE
estimated economic useful life. B R ERRE 8 o

Goodwill GES 2,685 2,722
Acquired intangible assets BAELEE 1,198 1,233
3,883 3,955

(a) Goodwill (a) B2

At st January ®1A1H 2,722 2,724
Additions through acquisition of subsidiaries RUEIB AR E 1 17
Exchange adjustments ME R (38) (19)
At 31st December R12A31H 2,685 2,722
Impairment tests for cash-generating units containing goodwill BEERENReEESEM 2 RERR
Goodwill is allocated to the Group's cash-generating units (CGU) identified REBREBHBHERE TRHENERS
according to business segments as follows: HEEBLNT

Personal banking EAIRTT 849 849
Corporate banking RERT 453 453
Treasury markets B &S 158 158
Corporate services ¥R 1,177 1,214
Others Hity 48 48

2,685 2,722
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34.GOODWILL AND INTANGIBLE ASSETS (conTinueD) P2 K & 2= (@)

(a) Goodwiill (continued)

The recoverable amount of the CGU is determined based on value-in-use
calculations. These calculations use cash flow projections based on financial
budgets approved by management covering a five-year period. Cash flows beyond
the five-year period are extrapolated using the estimated rates stated below. The
growth rate does not exceed the long-term average growth rate for the business in

which the CGU operates.

The pre-tax discount rate used for value-in-use calculations is 11.36%-11.50%
(2014: 11.34%-11.50%) and the long-term growth rate is 2.2%-6% (2014:

3.5%-10%).

Management determined the budgeted net profit based on past performance and
its expectation for market development. The weighted average growth rates used

are consistent with the internal forecasts.

(b) Intangible assets (other than goodwill)

Intangible assets consist of building naming rights only. Intangible assets are stated
at cost less accumulated amortisation and impairment loss (Note 2(k)(iv)).

Amortisation of intangible assets with finite useful lives is charged to the income
statement over the assets’ estimated useful lives. The following intangible assets
with finite useful lives are amortised from the date they are available to use and

their estimated useful lives are as follows:

Naming rights: Over the shorter of the lease period of building or land

Both the period and method of amortisation are reviewed annually.

~

(a) FHE(H)

R EBMA A e e EAREEREE
FTE - S ERARREEEE RERSFIE
BEMRSRIEMGG - BRSFHRNRDR
BT B R AR AEHER o IR RERT AR
RS EEBMMREEBHRATFHER

ARAEEREENRBRAITMER A
11.36%-11.50% (2014 : 11.34%-11.50% )
KRB E R 522%6% (2014 : 3.5%-
10%) °

EEERRBERE LB MIGHRIAEE
BEFRF - FERAMNEFEEREER
ERFERE B

B EE (REBRIN)
BEEERBDIEEEYTEE - BREER
BR AR R AT 8 RO E 18 R 51 BR (B sk 2(k)
(iv) °

BIRE R A B & E R A AR AT A B
sk A - LT ARENAHANETE
EE M AT 68 R BRI A TS RO bt T FR E B 8
BRI R E B R E

SEARSHRREHEITA -

Cost BAR
At 1st January ®1A1H 1,419 1,419
Transfer to asset classified as assets held for sale

(Note 56) BESHAREELEEEH256) (14) =
Exchange adjustments BE S A EE (2) -
At 31st December M®12A318 1,403 1,419
Accumulated amortisation 2ty
At 1st January M1A1H (186) (153)
Amortisation charge for the year (Note 13) FRENEHEAE13) (32 (32)
Transfer to asset classified as assets held for sale

(Note 56) EEABRREIELEEEHE56) 12 -
Exchange adjustments [ 5 A 1 (1)
At 31st December R12A31H (205) (186)
Carrying amount at 31st December R12A31BEREE 1,198 1,233

Note: HK$2 million was transferred to assets held for sale (see Note 56).

Hiat : BBE200&E T E s B (EL & &2 (2 AT
#156) °
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35.FIXED ASSETS BEIE&E

Cost or valuation RAS(EE
At 1st January, 2015 R2015F1A18 4,544 8,729 5,003 13,732 18,276
Additions #E 22 67 379 446 468
Additions through acquisition TIEERIZE - - 1 1 1
Revaluation surplus BihREH% 549 - - - 549
Transfer from bank premises to R{THEE A
investment properties REME 24 (24) - (24) -
Revaluation surplus on bank premises T ERRH
transferred to investment properties BAREYE
(Note 42(b)) (B1:242(b)) - 12 - 12 12
Transfer to asset classified as assets held  EZEHMEARAELE
for sale (Note 56) BE(H1256) - - (70) (70) (70)
Transfer from investment properties mIEEMEEA
to bank premises 1Tk (222) 222 - 222 -
Redevelopment cost E=%N V)] - - - @
Disposals & - @3) (118) (161) (161)
Exchange adjustments BE AR (24) (260) (102) (362) (386)
At 31st December, 2015 R2015612 4318 4,891 8,703 5,093 13,796 18,687
Accumulated depreciation and ZEtER
amortisation B
At 1st January, 2015 R201551A1H - 1,491 3,668 5,159 5,159
Charge for the year (Note 13) FENXEMZ3) - 175 348 523 523
Revaluation surplus on bank premises MTEGRRS
transferred to investment properties #3ARENE
(Note 42(b)) (Hizt42()) - @ - @ @
Transfer to asset classified as assets held  EZEHMEARAELE
for sale (Note 56) BE(Hit56) - - (62) (62) (62)
Written off on disposal RSy - 8) (104) (112) (112)
Exchange adjustments e 5 2 - (43) (73) (116) (116)
At 31st December, 2015 R2015%12831H - 1,613 3,777 5,390 5,390
Net book value at fREVFE
31st December, 2015 R2015612 8318 4,891 7,090 1,316 8,406 13,297
The gross amounts of the above assets are i &EEHY 2 585I7R
stated: NN
At cost R - 7,891 5,093 12,984 12,984
At Directors’ valuation REERE
- 1989 —1989% - 812 - 812 812
At professional valuation REXMEE
-2015 —2015% 4,891 - - - 4,891
4,891 8,703 5,093 13,796 18,687

Note: HK$8 million was transferred to assets held for sale (see Note 56).

Wizt : BH00B T HEIF B IEH & A ZE (RHTH56) -
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35.FIXED ASSETS (cONTINUED) [EEEE ()

Cost or valuation A IEE
At 1st January, 2014 R2014E1R18 4,400 8,875 5,057 13,932 18,332
Additions #E 1 10 295 305 306
Additions through acquisition BRI E = - 6 6 6
Revaluation surplus BERH% 228 - _ _ 228
Transfer from bank premises BITHEA
to investment properties REME 3 (3) = @) -
Revaluation surplus on bank premises 1T & 284
transferred to investment properties ~ EBAREYE
(Note 42(b)) (Hiit42(0) = 2 - 2 2
Transfer from investment properties RIREMEEA
to bank premises 1Tk (84) 84 - 84 -
Transfer from fumniture, fixtures and ~ fEM « EE RRHE
equipment to bank premises BAITHIE - 49 (49) = -
Reclassify to other accounts BN BEEMER (30) (72) = (72) (102)
Redevelopment cost ES=h7N 43 = - - 43
Disposals HE = (65) (245) (310) (310)
Exchange adjustments B B (17) (151) (61) (212) (229)
At 31st December, 2014 R2014F 128318 4,544 8,729 5,003 13,732 18,276
Accumulated depreciation and ZHTER
amortisation B
At 1st January, 2014 201451 A18 = 1,314 3,488 4,802 4,802
Additions through acquisition TIEERIZE = - 5 5 5
Charge for the year (Note 13) FENXEMZ3) - 178 486 664 664
Transfer from furniture, fixturesand ~ f&M, - HERH
equipment to bank premises AT - 36 (36) - =
Written off on disposal R Y - (19) (235) (254) (254)
Exchange adjustments N A% = (18) (40) (58) (58)
At 31st December, 2014 R2014F12A31R = 1,491 3,668 5,159 5,159
Net book value at REFE
31st December, 2014 20144128318 4,544 7,238 1,335 8,573 13,117
The gross amounts of the above B EN BT
assets are stated: LANNE
At cost R - 7,917 5,003 12,920 12,920
At Directors' valuation RESHE
-1989 —1989% = 812 - 812 812
At professional valuation REEE
-2014 —2014%F 4,544 = - - 4,544
4,544 8,729 5,003 13,732 18,276
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Fair value measurement of properties MELFEEZEE
(i) Fair value hierarchy (i) ARFEEIR

The following table presents the fair value of the Group's properties RIBKEAUBRELADET=5EF

measured at the end of the reporting period on a recurring basis, categorised AFEE/I=ZBATFEBEIRZDET

into the three-level fair value hierarchy as defined in HKFRS 13, Fair value ZF TRIITARENREDRIZEE

measurement. The level into which a fair value measurement is classified is BHEERENEEDE 2 ATEE - 78

determined with reference to the observability and significance of the inputs TEB—ORZAFEBEEEIURNAT

used in the valuation technique as follows: FIRARNEEEXNS Sz TBRER
B2 -

Level 1 valuations: Fair value measured using only Level 1 inputs i.e. FHEE BEATEEREBE—
unadjusted quoted prices in active markets for identical Hks - AREEBHER
assets or liabilities at the measurement date. BhSERAEESBEDN

Level 2 valuations:  Fair value measured using Level 2 inputs i.e. observable FEoRHE EERTFEERAE-R
inputs which fail to meet Level 1, and not using significant sH - ITHEE MY
unobservable inputs. Unobservable inputs are inputs for RS RARAE
which market data are not available. EHFER RS H o JEA

BRSHURIBERAEMSE
KzS8 -

Level 3 valuations:  Fair value measured using significant unobservable inputs. FE=RMHE BEERATEERAEEN
JERJEES B

Recurring fair value measurement EERENATEEER

Investment properties REME
Commercial - Hong Kong EESE 4,330 - - 4,330
Commercial - People’s Republic of China % - E AR AME 428 - - 428
Commercial - Others HE-Eft 133 - - 133

4,891 - - 4,891

Recurring fair value measurement ~ EBR4AMNATEEETE

Investment properties REmE
Commercial - Hong Kong BE-FE 4,033 - = 4,033
Commercial - People’s Republic of China  F% —FZEARLMNE 448 - - 448
Commercial - Others [EES: 4] 63 - - 63

4,544 = = 4,544
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35.FIXED ASSETS (CONTINUED) [EE & (&)

Fair value measurement of properties (continued)

(i) Fair value hierarchy (continued)
During the year ended 31st December, 2015 and 2014, there were no
transfers between Level 1 and Level 2, or transfers into or out of Level 3. The
Group's policy is to recognise transfers between levels of fair value hierarchy as
at the end of the reporting period in which they occur.

All of the Group's investment properties were revalued by independent valuers
as at 31st December, 2015 and 2014.

Investment properties in Hong Kong were valued at HK$4,330 million (2014:
HK$4,033 million) as at 31st December, 2015 by an independent valuer, Savills
Valuation and Professional Services Limited, Chartered Surveyors, who has
among their staff Fellows of the Hong Kong Institute of Surveyors with recent
experience in the location and category of property being valued. The valuation
has been incorporated in the financial statements as at 31st December, 2015
and it was performed on an open market value basis. Details of valuation
techniques are described below:

(i) Information about Level 3 fair value measurements

Investment properties

BEME

Investment properties not under construction

The fair value of investment properties is determined by adoption of the Income
Capitalisation Approach whereby the existing rental income of all lettable units
of the property are capitalised for their respective unexpired terms of contractual
tenancies whilst vacant units are assumed to be let at their respective market rents
as at the valuation date. Upon expiry of the existing tenancies, each unit is assumed
to be let at its market rent as at the valuation date, which in turn capitalised at the
market yield as expected by investors for each type of property. Due consideration
has been given to expectations of the renewals of Government lease upon its
expiry. The summation of the capitalised value of the term income for the leased
portion, the capitalised value of the reversion income as appropriately deferred for
the leased portion and the capitalised value for the vacant portion provides the
market value of the property.

The market rentals of all lettable units are made (a) by reference to the rentals
fetched in the property and/or (b) by reference to the lettings of similar properties
in the neighbourhood. The capitalisation rate adopted is made by reference to the
yields achieved in analysed market sales transactions and the market expectation
from property investors. This expected return reflects implicitly the quality of the
investment, the expectation of the potential for future rental growth and capital
appreciation, operating costs, risk factor and the like.

ME QT EEZEE (&)

(i) REEBESRE)
HZE2015F K2014F 1231 ALLEE -
REF—RNE MWL 2 EOER
MAEE=MHBAREL - XEED
BUR = A ERNERBHARAFEED
M 2 RIBE £ BT ©

R2015F 20145128318 » FiEAE
EHIEE YT BB (A ERMEE o

MR2015F 128318 ' EEREWEN
B A B 433018 (20144 « B
40.33187) - ZEMEBB L (HER —
FETREME - K FEAERS - HEEA
EBlEMEee Lt EFETHEEDE
HIFT 4 R JE B B S HAEBR o (BRI
ARAMBEEA/ER - WEF A2015
F12A318 2RERA - HEEXFRD
T

(i) FAE=REEAFEEER

Income capitalisation

approach Market rental
LON 5V ki
Capitalisation rate

ERE

Direct comparison  Premium (discount) on
approach  quality of the buildings
BEEERE BFERREHN)

FFIEFEREFP I REYFE
REWENRFEERRENRAE AT
B HTARBEBYHEEHBEELZES
WAZE D BIAR BB GTER - iz
BNAIRBRNGEERE B ZmERS
B - BREREEENEBINEZT
BOHAER - Hh 2 BRI BB A
HREARR Em R AT AR - A B B KA
ZEBRE BEERLEHEND < HFEKRA
MERERZEEND 2B RE LM E
YIENTISERE

FIAEEAHEMNTSEE 2 EHEEQ2EH
MERBMEOES R KOSEHEMELZ
BRYZE - BFMIERERZENHM S
EXHFHzMBREYEREELHTHIHTR
B o WEHO/RE BAEMRRIKENEE -
BHARRESERMENRENEN - £5&
BOAS - R R R R LA o
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As a supporting approach to the Income Capitalisation Approach, the Direct
Comparison Approach is also adopted as a check for the valuation. Comparable
sales transactions of similar properties in the locality are collected and analysed
each in terms of a price per square footage. The collected comparables are
then adjusted to take account of the discrepancies between the property and
comparables in terms of time, location, age, building quality and the like.

The fair value measurement is positively correlated to the market rental and
negatively correlated to the capitalisation rate.

The movements during the period in the balance of these Level 3 fair value
measurements are as follows:

B 7% SRR MY AE ()

B ABERSN - TRV E R L EURAKE
fE - EAE AL BERME L HER S S
WRERDM - UEtEE—FHTRNEE -
B 2 LR E BB IE Y R A LR E R
ZR - WRERE - UE - BR BFERR
HAd A% -

EEATEEENSHESHE EREE R R
R REE B AR E R -

HRZEE =R R FEEETE 2 AREEH N
e 8

BEMFE-AE-BE

Investment properties - Commercial - Hong Kong

At 1st January MMA1E 4,033 3,843
Transfer from bank premises MITHEEE A

to investment properties REME 24 3
Transfer from investment properties HITEYEEA

to bank premises Gl (222) (84)
Revaluation surplus BHEEH 497 228
Redevelopment cost ERERA (2) 43
At 31st December R12H31H8 4,330 4,033

Investment properties — Commercial - KREWE-—H%—
People’s Republic of China R ARLFE
At 1st January MMA1E 448 459
Exchange adjustments BEE Y S (20) (11)
At 31st December M12A31H 428 448
Investment properties — Commercial — Others REMZ % —Eft

At 1st January MMA1E 63 98
Additions o 22 1
Revaluation surplus BhHABH% 52 -
Reclassify to other accounts BN BEEMIRIE - (30)
Exchange adjustments BE H A2 (4) (6)
At 31st December R12A31H 133 63

Fair value adjustment of investment properties is recognised in the line item
“valuation gains on investment properties” on the face of the consolidated income
statement.

All the gains recognised in the income statement for the year arise from the
properties held at the end of the reporting period.

RENMENDFEEARERA KSR EZ
[EHREMERF PR THER

PrEERNFERERER 2 BFARER RS
HRERAFEZME -
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35.FIXED ASSETS (CONTINUED) [EEEE (&)

The net book value of bank premises and investment properties comprises:

1TaE R A E YR R FE R E

Freeholds KAKIE
Held outside Hong Kong ERBNINIE M 614 63 660
Leaseholds il
Held in Hong Kong TEE
0n long lease (over 50 years) REBEL (5050 L) 3,958 1,381 3,697 1,218
On medium-term lease (10-50 years) RERAO(10250%) 3n 1,286 336 1316
Held outside Hong Kong ERBAIME
0n long lease (over 50 years) REML(50FLAL) 22 9% = 39
0On medium-term lease (10-50 years) FRERRAI(10250%) 428 3,660 448 3,940
On short-term lease (below 10 years) BEHREG10ELT) - 55 - 65
4,891 7,090 4,544 7,238

The Group leases out investment properties under operating leases. The leases
typically run for an initial period from 1 to 10 years, with an option to renew the
leases after that date at which time all terms are renegotiated. None of the leases
includes contingent rentals.

Rental income receivable from investment properties held for use under operating
leases amounted to HK$221 million in 2015 (2014: HK$149 million). There was no
contingent rental recognised during the year 2015 (2014: Nil).

The total future minimum lease payments of bank premises and investment
properties held for use under non-cancellable operating leases are receivable as
follows:

SENREHEEVABLRENE - AEF
HEERIFE105 - HIHAZABENER
fIERERE - TERNL T EEREHE -

RER - AEEHERABLHORENE
2N S B2 218 (20144 « B
1.49187T) 20155 FE ARG RN EHE
(20144 : f®) -

AR AR E S A E L ANOTTIERICEY
ENARREE R E [ RBENT

Within one year 1E AR
After one year but within five years 1FEAEZESER
After five years SELAE

224 193
21 204
1 21

436 418
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36.INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION BFF&iR% 3R A B Fri5%4

(a) Current taxation in the statement of financial position represents: (a) EEEBRAMAHIES :

Provision for Hong Kong profits tax for the year RNEERBFETERS

(Note 17(a)) (HaF17(a) 772 777
Provisional profits tax paid EREHFEH (704) (616)
68 161
Balance of profits tax provision relating A EREHAER
to prior years %R 662 561
Taxation outside Hong Kong EBBAINGE 595 450
1,325 1,172
(b) Deferred tax assets and liabilities recognised (b) IEEFIEEE K B R
The components of deferred tax (assets)/liabilities recognised in the consolidated HRRETE MBI R RPECHE(EE)
statement of financial position and the movements during the year are as follows: B ENEKID RFRZ 0T

At 1st January, 2015 #0151 18 25 197 10 157 © (90) 590
(Credited)/charged to income WERA(EA)/ L8

statement (Note 17(3)) (Hit17) (40) (18) (284) - @ 100 (244)
Charged/(credited) toreserves  GER#/(FA)

(Notes 42(b) and (g)) (Hit4200)%(g) - 17 - ©) - - 1
Transfer to asset classified BELHEARE

as assets held for sale {EHERE

(Note 56) (Hz£56) - - - - 5 - >
Transfer ik - - (1 - (1) 12 -
Exchange and other adjustments [ 3 &t 5% - B 5 @ 1) @) ©
At 31st December, 2015 20158128318 285 193 (270) 149 (18) 14 353

Note: HK$5 million was transferred to assets held for sale (see Note 56). Hiat : BE5008 THEE A IEHEEE (L HiE56)
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36.INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION (CONTINUED)
T FEAR I 2 B RSB ()

(b) IEERIAEER S ERR (@)

(b) Deferred tax assets and liabilities recognised (continued)

At st January, 2014 2014F1 418 388 199 117 (9) (1) (157) 527
(Credited)/charged to income e CINYET

statement (Note 17(a)) (Wit 17() (63) 1 (105) = 2 82 83)
(Credited)/charged to reserves  GEER(TEA) /%3

(Notes 42(b) and (g)) (Wi42(0)%(g) - (1) = 164 - - 163
Exchange and other adjustments  [E 3 B 302 - 2) 2) 2 = (15 (17)
At 31st December, 2014 #2014 128318 325 197 10 157 (9) (90) 590

FERR B ISR R AR LR IR

Net deferred tax assets recognised on the

statement of financial position BEFH (181) (96)

Net deferred tax liabilities recognised on the RRE AR R B IA
statement of financial position BEFH 534 686
353 590

(0 REFELHIEERE
HRATREARIOR B AR B BB IS RE
B ERB S M A G ISR - AREW
REER BT BIBERE9. 74870 (20144 - B
10.171870) RREFIEE & o RBBEFEBE
6B - ZEBHRHOZIEBEIT

(c) Deferred tax assets not recognised
The Group has not recognised deferred tax assets in respect of cumulative tax
losses of HK$974 million (2014: HK$1,017 million) as it is not probable that future
taxable profits against which the losses can be utilized will be available in the
relevant tax jurisdiction and entity. Under the current tax legislation, the expiry
dates of the tax losses were as follows:

Expiring within 5 years RAFREIE 72 56
Expiring more than 5 years FEEEIE 92 114
No expiry date L] 810 847

974 1,017
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37.0THER LIABILITIES HEftE &

(@) Trading liabilities RHBBERE

Exchange fund bills sold INEESFEER 888 1
Shares sold BHz=r 1 20
889 21

(b) Other accounts and provisions HAREREE
Accrued interest payable eI 4,269 4,853
Acceptance draft payable AR ZE 20,602 26,460
Liabilities held for sale (Note 56) HEELEAR (H256) 225 -
Other accounts HhBR1E 20,231 18,768
45,327 50,081

38.LOAN CAPITAL f£&EK

USD600 million subordinated notes, RSN BRGIE R TTA B

measured at amortised cost S 4,887 4,899
USD500 million subordinated notes

(under the Euro Medium Term Note TR SEPK AN BRI S B E T R ER R

Programme), measured at amortised cost (REUNE A AR 5T 3,895 3,907
SGD800 million subordinated notes

(under the Euro Medium Term Note TR SEPK AT BR O SIE T ISR To i (E

Programme), measured at amortised cost ZR(EEMNT A R ERREE) 4,330 4,667
USD500 million subordinated notes

(under the Euro Medium Term Note R AT RS EE TR ERE

Programme), measured at amortised cost (RENE A SR ETE) 3,884 3,862

16,996 17,335
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38.LOAN CAPITAL (conTINUED) fEEE K (&)

The Group has not had any defaults of principal, interest or other breaches with
respect to its debt securities during the years ended 31st December, 2015 and
2014.

Two tranches of loan capital of face value totalling HK$4,650 million (USD600
million) and carrying amount totalling HK$4,887 million (2014: HK$4,899 million)
were issued on 16th July, 2010 (USD450 million) and on 23rd July, 2010 (USD150
million) by the Bank. These subordinated notes carrying a coupon rate of 6.125%
qualifying as Tier 2 capital are listed on the Singapore Stock Exchange and will
mature on 16th July, 2020. Hedge ineffectiveness of HK$5 million loss in 2015
(2014: HK$4 million loss) was recorded under fair value hedge accounting.

Loan capital of face value of HK$3,875 million (USD500 million) and carrying
amount of HK$3,895 million (2014: HK$3,907 million) represents 6.375%
subordinated notes (under the Euro Medium Term Note Programme) qualifying
as Tier 2 capital issued on 4th November, 2011 by the Bank. The notes are
listed on the Singapore Stock Exchange and will mature on 4th May, 2022.
Hedge ineffectiveness of HK$0.1 million loss in 2015 (2014: HK$2 million loss)
was recorded under the fair value hedge accounting for the USD400 million
subordinated notes. The fair value as of 31st December, 2015 for the USD100
million subordinated notes was HK$808 million (USD104.3 million) (2014: HK$837
million (USD107.9 million)).

Loan capital of face value of HK$4,385 million (SGD800 million) and carrying
amount of HK$4,330 million (2014: HK$4,667 million) represents two tranches
of 4.25% subordinated notes (under the Euro Medium Term Note Programme)
qualifying as Tier 2 capital issued on 13th March, 2012 (SGD600 million) and
on 27th April, 2012 (SGD200 million) by the Bank. The notes are listed on the
Singapore Stock Exchange and will mature on 13th September, 2022. Hedge
ineffectiveness of HK$0.9 million profit in 2015 (2014: HK$8 million profit) was
recorded under the fair value hedge accounting.

Loan capital of face value of HK$3,875 million (USD500 million) and carrying
amount of HK$3,884 million (2014: HK$3,862 million) represents 4.25%
subordinated notes (under the Euro Medium Term Note Programme) qualifying
as Tier 2 capital issued on 20th November, 2014 by the Bank. The notes are listed
on the Hong Kong Stock Exchange and will mature on 20th November, 2024.
Hedge ineffectiveness of HK$1 million profit in 2015 (2014: HK$2 million loss) was
recorded under the fair value hedge accounting.

HZE2015K2014F 12 A31B L FEARER
HEMBITZ BRBHFNAS TR S &z
HISK T ETT -

MR ZE{EAREB46.50FT(6EET) K
IR (42 588 1548 .87 (B 7T (2014 4F : B
48.99B ) MIEE AR - RIERAITHR2010
F7H16R (4.5/83%7T) RMR201057 A23H
(1583 TT) B1TF 86.125% ' ¥FEAE=
REXRHBERIE - ZEBRIAIK R F
£ WK 20207 A16 A I8 - #2015
F - ARAQAFEES RS EMmSENE
BRI D B5 18 BB HE 500 TT (20144 « 4
#4008 TTEE) °

ZHEEBE38. 758 (5EBET) - BIREE
75 #538.95(8 70 (20144  A%E39.07/87T) 8
BEEARN ETEEEZFTTEG‘2011$HH4EI§§
1THFE6375% @ WIER_RERNEE
ZRURBONE A R BAEBEIHT) - ZF
ZERMMER ST ET - I §§H202245
H4BEIH - EPAMEETREZEMS -
1E2015%F « AHA A FEELE NG A
?%E@?Mﬂ%iqﬂ%B%Eﬂéiz%im%mé-%ﬁ(zom

52008 TS IR) © BR2015412 A31
B HP1EETREZENAFEGRNA
75%8.08187T (1.0431837T) (20144512 A 31
A : #8378 (1.079(83T)) °

EEEB 4385 T (SEF MK L) REEE
E#43 3018 7T (20144 « B%46.67(87T)
WEEER - E}aﬁmmﬁézmzim 138
(6fEF M T) B 201244 A27 B (2185
DT BTN B.4.25% » Wil E B =M
BARK B E SR GREBONE X p B R &3
17) - ZEZBERIIBERZ ST LT+ WK
20229 A 13 B 58 - 7220155 - FERAR
FEEERE AT RGN EIE I D 5
FERE90B L (20144 < BIE800E TLmF) ©

EEEBKE38.75E T (5EET) REEREES
#38.8418 7L (20144 : #¥38.621870) MfE
BEA ﬁa&ﬁﬂiﬁﬁézomiﬂﬂzoaé‘é”
FR4.25% @ Wi ERZRERNEEZRE
(BN A BAERA EIET) - ZERR
REBR S T - Wi§R2024%11 5208
FHf o 7220154 © ARAAFEEE HEE
VA T 8515 /Y B R0 R 30 2@ A S 1008 7T
(20144 : BHE2008 TTETIE) °
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39.EQUITY SETTLED SHARE-BASED TRANSACTIONS MR AEMIELHZRS

The Bank has adopted Staff Share Option Schemes whereby the Board may at its RITFRANEERRAEREFTSAINIE
discretion grant to any employees, including ED and Chief Executive, of the Group BEHRBRETAEE 2 EAEER - BFERT
options to subscribe for ordinary shares of the Bank. Except as provided otherwise ERRTBARE - URBARITE BN -
in the rules of the relevant Schemes, share options granted under Staff Share KA EINRASEHREI - RI%2007
Option Scheme 2007, may be exercised during the period beginning on the first & B RIREBIATIR T 80BN TT L HARR
anniversary of the Date of Grant and ending on the fifth anniversary of the Date RETANFEI1RAFRAEETANESESF
of Grant while share options granted under the 2011 Scheme may be exercised 1E - MARR2011 5 8IFF R T AR AAE R 1T 12
beginning on the Vesting Date and ending on the fifth anniversary of the Vesting MR RSFE AR ESEHNESEFLE - 7

Date. All options were granted for nil consideration. BRRIEE AN ERE A B -

(a) RMREFE ¢

(a) Particulars of share options:

(i) Share options granted under Staff Share Option Scheme 2007 in year 2010: (i) 1£20105F HAMEIRIK2007 & B RARET &)
PR T HORARHE

06/7/2010 06/7/2010-05/7/2011 06/7/2011-06/7/2015 28.49
(i) Share options granted under 2011 Scheme in years 2011 to 2014: (i) 1E2011EZE20145FRIR201 15T EIFAR T
HO B -
05/5/2011 T1 05/5/2011-04/5/2012 05/5/2012-05/5/2017 32.00
05/5/2011 T2 05/5/2011-04/5/2013 05/5/2013-05/5/2018 32.00
05/5/2011 T3 05/5/2011-04/5/2014 05/5/2014-05/5/2019 32.00
10/5/2012 T1 10/5/2012-09/5/2013 10/5/2013-10/5/2018 28.99
10/5/2012 T2 10/5/2012-09/5/2014 10/5/2014-10/5/2019 28.99
10/5/2012 T3 10/5/2012-09/5/2015 10/5/2015-10/5/2020 28.99
03/5/2013 T1 03/5/2013-02/5/2014 03/5/2014-03/5/2019 31.40
03/5/2013 T2 03/5/2013-02/5/2015 03/5/2015-03/5/2020 31.40
03/5/2013 T3 03/5/2013-02/5/2016 03/5/2016-03/5/2021 31.40
02/5/2014 T1 02/5/2014-01/5/2015 02/5/2015-02/5/2020 32.50
02/5/2014 T2 02/5/2014-01/5/2016 02/5/2016-02/5/2021 32.50
02/5/2014 T3 02/5/2014-01/5/2017 02/5/2017-02/5/2022 32.50

(iii) Share options granted under 2011 Scheme in year 2015:

04/5/2015
04/5/2015
04/5/2015

04/5/2015-03/5/2016
04/5/2015-03/5/2017
04/5/2015-03/5/2018

(iiiy E2015F R % 2011512 FTi% F AR

1 -

04/5/2016-04/5/2021
04/5/2017-04/5/2022
04/5/2018-04/5/2023

34.15
34.15
34.15
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39.EQUITY SETTLED SHARE-BASED TRANSACTIONS (conTinuep) SARRR BEBIEZ AR S (@)

(b) The number and weighted average exercise prices of share options
are as follows:

(b) BATERBRHHE R IVET T4
T

Outstanding at the beginning

of the year FAEER 30.98 25 3021 21
Exercised during the year FERIE 29.03 (5) 27.10 @)
Granted during the year FENET 34.15 6 32.50 6
Lapsed during the year EERNEK - - - -
Outstanding at the end of the year ERER 32.10 26 30.98 25
Exercisable at the end of the year ERUETE 31.20 14 30.48 14

The weighted average share price at the date of exercise for share options
exercised during the year was HK$32.38 (2014: HK$31.83).

The options outstanding at 31st December, 2015 had an exercise price from
HK$28.99 to HK$34.15 (2014: from HK$28.49 to HK$32.50) and a weighted
average remaining contractual life of 4.49 years (2014: 4.32 years).

FEEARTTERREES BN NETERER
75#632.3870(20144F : B%31.837T) °

20155124318 @ MARITERRIENITE
BB 28.99 T E B H34.157L (20145 -
FRE#28.49 L =B 32.507T) © REIBEH
FEHZ NAEFHEE4.495 (20144 ¢ 4.32
F) e
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(c) Fair value of share options and assumptions
The fair value of services received in return for share options granted is measured
by reference to the fair value of share options granted. The estimate of the fair
value of the share options granted is measured based on a trinomial lattice model.
The contractual life of the option is used as an input into this model.

B 7% SRR MY AE ()

(o) RBENDFEERER
BRI AR BRI AT EERETR
BAEHAFEENE - BT RBEZ B2
FEER=AXSETERR - RREHS
WEB AT B NSH -

Fair value at measurement date REtEBMATEE
—Tranche 1 — &A1
—Tranche 2 — 52
—Tranche 3 —H#93
Share price BR(E
Exercise price 1B
Expected volatility (expressed as weighted average Bt 1R (A= I8 Hite
volatility used in the modelling under trinomial EEEARRABN
lattice model) METFRE)
Option life R AEFE
— Tranche 1 — &1
— Tranche 2 —#52
— Tranche 3 — %53
Expected dividends HEERE
Risk-free interest rate (based on Exchange 4 B B 1) 2R (AR MR AN
Fund Notes) ESER)

HK$E#:2.807T HK$/&#4.937T
HK$E#:2.807T HK$/B5.047T
HKS#E#2.73 7T HK$%#5.087C
HK$75#34.157 HK$8#32.507T
HK$/5#34.157 HK$8#32.507T
14.25% 22.14%

6 yearsE 6 yearstF

7 yearsE 7 yearstF

8 yearsfF 8 yearstF

5.06%-5.40%

1.14%

4.76%-5.11%

1.34%

The expected volatility is based on the historic volatility (calculated based on the
weighted average remaining life of the share options), adjusted for any expected
changes to future volatility based on publicly available information. Expected
dividends are based on historical dividends. Changes in the subjective input
assumptions could materially affect the fair value estimate.

Share options were granted under a service condition. This condition has not
been taken into account in the grant date fair value measurement of the services
received. There were no market conditions associated with the share option grants.

S AR B 2 R (AR A
HHERT ) - BRRALRABOENY
SRIRMO TR - TR EIBED
B8 - TERBABROEDTREAVER
BBk -

REAENE T AN G RGN - 2R 5
TARPAAHERE T HESRBOAFE
B - BT RBEETHERILEEE -
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40.SHARE CAPITAL &7

Ordinary shares issued and fully paid: BETRARLER :

At 1st January WA1HE 2,347 25,217 2,290 5,724
Subscription of new shares BTk 223 6,576 - -
Shares issued under Staff Share Option

Schemes REE SRR EIETHR 5 150 2 50
Transition to no-par value regime on BER014F3R38 2 EF

3rd March 2014 (Note) HEHEHZ) - - - 17,770
Transfer of the fair value of options from ~ ZRIEN AT BEEFEA

capital reserve - share options issued [t — BB TR E

(Note 42(f)) (Bi42() - 16 = 9
Shares issued in lieu of dividends PARRA B 21T RRR D 66 1,856 55 1,664
At 31st December R12A318 2,641 33,815 2,347 25,217

Note:  The transaction to the no-par value regime under the Companies Ordinance occurred
automatically on 3rd March, 2014. On that date, the share premium account and
any capital redemption reserve were subsumed into share capital in accordance
with section 37 of Schedule 11 to the Ordinance. These changes did not impact on
the number of shares in issue or the relative entitlement of any of the members.
Since that date, all changes in share capital have been made in accordance with the
requirement of Parts 4 and 5 of the Ordinance.

Pursuant to the approved Staff Share Option Schemes (the “Schemes”), options
to purchase ordinary shares in the Bank were granted to eligible employees. The
option price of the Schemes equals the fair value of the underlying shares at the
date of grant. Except as provided otherwise in the rules of the relevant Schemes,
the share options granted under the Scheme 2007 will be exercisable between the
first and the fifth anniversaries of the date of grant while share options granted
under 2011 Scheme will be exercisable on the Vesting Date and ending on the
fifth anniversary of the Vesting Date.

Shares issued under Staff Share Option Schemes

During the year, options were exercised to subscribe for 5 million ordinary shares in
the Bank at a consideration of HK$150 million which was credited to share capital
account. HK$16 million has been transferred from the capital reserve to the share
capital account in accordance with policy set out in Note 2(q)(iv).
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41. ADDITIONAL EQUITY INSTRUMENTS ZE/MNEART R

B 7% SRR MY AE ()

USD650 million undated non-cumulative 6.50(EETERH A ERTERE
subordinated capital securities BARE

5,016 =

On 2nd December, 2015, the Bank issued undated non-cumulative subordinated
capital securities (“Additional Tier 1 Capital Securities”) with a face value of
US$650 million (equivalent to HK$5,016 million net of related issuance costs). The
Additional Tier 1 Capital Securities are undated and bear a 5.50% coupon until the
first call date on 2 December 2020. The coupon will be reset every five years if the
Additional Tier 1 Capital Securities are not redeemed to a fixed rate equivalent to
the then-prevailing five-year US Treasury rate plus 3.834% per annum.

The first scheduled coupon payment date will be 2nd June, 2016 and the coupon
shall be payable semi-annually. The Bank has the right to cancel coupon payment
(subject to the requirement as set out in the terms and conditions of the Additional
Tier 1 Capital Securities) and the coupon cancelled shall not be cumulative.
However, the Bank is stopped from declaring dividend to its ordinary shareholders
unless the next scheduled coupon payment is paid.

The principal of the Additional Tier 1 Capital Securities will be written off up to
the amount as directed or agreed with the HKMA if the HKMA notifies the Bank
that in the opinion of the HKMA, the Bank would become non-viable if there is no
written off of the principal.

The Bank has a call option to redeem all the outstanding capital securities from
2nd December, 2020 or any subsequent coupon payment date, but subject to
restriction as set out in the terms and conditions.
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42.RESERVES /&

(a) General reserve @ R
At 1st January MA1A 13,930 13,877 13,441 13,441
Transfer from retained profits BBEmai 23 53 - -
At 315t December MM2A318 13,953 13,930 13,441 13,441

(b) Revaluation reserve on bank premises  (b) T EfEEfE

At st January MA1R 1,642 1,639 1,581 1,578
Recognition of deferred tax liabilities HRELHERE
(Note 36(b) (Hit3e() (17) 1 @ 1
Revaluation surplus on bank premises T ERREGREA
transferred to investment properties BEME 14 2 14 2
At 31st December M12A318 1,639 1,642 1,591 1,581
() Statutory reserves © EERHE
At 1st January RA1R 4,285 3,666 - -
Transfer from retained profits BABER 425 619 - -
At 31st December M2A318 4,710 4,285 - -
(d) Capital reserve o) BXGERE
At 1st January RA1H 228 200 - =
Transfer from retained profits BBamat 2 30 - -
Shares issued expense BRI - ) - -
At 31st December R12A318 230 228 - =
() Exchange revaluation reserve 0 EXEEGEE
At 1st January RA1B 1,970 2,955 64 98
Exchange adjustments B 5 0% (2.132) (985) (58) (34)
At 31st December M12A318 (162) 1,970 6 64
(f) Capital reserve - staff share options () BAEE-C%TEE
issued RRIE
At 1st January RA1R 84 69 84 69
Transfer of the fair value of options to RIREATBERARA
share capital (Note 40) (H73#40) (16) ) (16) )
Additions =0 22 24 22 24

At 31st December W12A318 90 84 90 84
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(@ Investment revaluation reserve

(0 RAEMFEE

At 1st January RA18 1,660 980 1,161 928
Changes in fair value of securities BHNATEELY (17) 915 (68) 285
Reversal upon disposal (Note 15) R ERER(f32715) (327) (79) (185) (23)
Recognition of deferred tax liabilities BRELEHEAR
(Note 36(b)) (Hi#3610) 6 (164) 7 29
Impairment loss and amortisation WEBXRER 61 8 (1) -
Other movement Hitn s - = (13) =
At 31st December M12A31H 1,383 1,660 921 1,161
(h)  Other reserves (h EfkE
At 1st January MA1R 15 24 - -
Share of changes in equity of associates ~ FE(EEFE R R HNED (59) ) - =
At 315t December R12A318 (44) 15 - -
(i) Retained profits () BERH
At 1st January RA18 19,849 16,778 6,814 5,643
Net profit for the year R 5,522 6,661 3971 3,729
Transfer to general reserve BA—REE (23) (53) - -
Transfer to statutory reserve BNEERE (425) (619) - -
Transfer to capital reserve NN ()] (30) - -
Premium paid for partial redemption of BRI EE—R
Hybrid Tier 1 BAZHE (211) = - -
Other movement Hi g - = 140 -
Dividends (Note 19) RE(H#19)
~ Interim dividend —HERE (994) (1,001) (994) (1,001)
~ Second interim dividend —EZRAERE (1,597) (1,557) (1,597) (1,557)
— Hybrid Tier 1 —RA—HER (320) (330) - -
At 31st December M2A318 21,799 19,849 8,334 6,814
() Total reserves () FEes 43,598 43,663 24,383 23,145
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42.RESERVES (CONTINUED) {548 (4)

General reserve was set up from the transfer of retained earnings and the realised
revaluation surplus on disposal of properties.

Revaluation reserve on bank premises and exchange revaluation reserve have been
set up and are dealt with in accordance with the accounting policies adopted for
the revaluation of bank premises and foreign currency translation.

Statutory reserves are set up to satisfy the statutory requirements of certain
overseas subsidiaries and associates mainly for the purpose of covering unidentified
potential losses on risk assets in addition to those recognised under the prevailing
accounting requirements in their jurisdictions.

Capital reserve represents the capitalisation of subsidiaries’ and associates’ reserves.

Capital reserve — staff share options issued comprises the fair value of the actual
or estimated number of unexercised share options granted to employees of the
Bank recognised in accordance with the accounting policy adopted for share based
payment in Note 2(q)(iv).

Investment revaluation reserve comprises the cumulative net change in the fair
value of available-for-sale securities held until the securities are derecognised and is
dealt with in accordance with the accounting policies in Notes 2(f) and (k).

Other reserves represent share of changes in equity of associates in respect of
investment revaluation reserve and revaluation reserve of bank premises.

A regulatory reserve is maintained to satisfy the provisions of the Banking
Ordinance for prudential supervision purposes by earmarking amounts in respect of
losses which the Bank will or may incur on loans and advances and investments in
addition to impairment losses recognised. Movements in the reserve are earmarked
directly through retained earnings and in consultation with the HKMA. As at 31st
December, 2015, HK$5,269 million (2014: HK$5,715 million) was included in the
retained profits in this respect which was distributable to equity holders of the
Group subject to consultation with the HKMA.

At 31st December, 2015 the aggregate amount of reserves available for
distribution to equity holders of the Bank was HK$15,158 million (2014:
HK$13,681 million). After the end of the reporting period the directors declared a
second interim dividend of HK$0.50 per ordinary share (2014: HK$0.68 per share),
amounting to HK$1,320 million (2014: HK$1,596 million). The dividend has not
been recognised as a liability at the end of the reporting period.
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43.NON-CONTROLLING INTERESTS 3Ei:=pgiEss

B 7% SRR MY AE ()

At 1st January ®1A1H 4,564 4,552
—final dividend in respect of previous year — EFERMRE (82) (96)
— partial redemption of Hybrid Tier 1 —EEEDRE —RER (1,361) -
Other comprehensive income Hih 2wk (25) (5)
Profit for the year FEENEF 116 113
At 31st December R12A31H 3,212 4,564

The non-controlling interests include HK$2,514 million (2014: HK$3,878 million)
of Hybrid Tier 1 capital instruments.

The Hybrid Tier 1 capital instruments comprising step-up subordinated notes
(“Notes"”) of face value HK$2,514 million (USD324 million) and carrying amount
of HK$2,898 million at bank level (2014: face value HK$3,878 million (USD500
million) and carrying amount of HK$4,513 million at bank level) and non-
cumulative preference shares (“Innovate Preference Shares”) of HK$2,514
million (USD324 million) (2014: HK$3,878 million (USD500 million)) were issued
respectively by the Bank and by Innovate Holdings Limited, a wholly owned
subsidiary of the Bank, on 5th November, 2009. The Notes bear a fixed interest
rate of 8.5% per annum and will mature on 5th November, 2059. The Innovate
Preference Shares are perpetual securities on which no dividend is payable. The
Notes and the Innovate Preference Shares are listed, and traded together as
units, on the Singapore Stock Exchange. The Hybrid Tier 1 capital instruments are
qualified as Additional Tier 1 capital of the Bank and the Group. In the consolidated
financial statements, the Notes are eliminated and the Innovate Preference Shares
are classified as non-controlling interests.

During the year, the Bank redeemed HK$1,361 million Hybrid Tier 1 capital
instruments which are classified as non-controlling interests in the consolidated
financial statements, through exchange offer with Additional Tier 1 capital
securities (HK$672 million) and tender offer (HK$900 million). The purchase
premium of HK$211 million paid in excess of the carrying amount of the non-
controlling interests acquired was charged to retained profits.
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44, FINANCIAL RISK MANAGEMENT B &R BB

This section presents information on the Group’s management of principal risks.

The Group has established an effective risk governance and management
framework in line with the requirements set out by the HKMA and other
regulators. This framework is built around a structure that enables the Board and
Management to discharge their risk management-related responsibilities with
appropriate delegation and checks and balances. These responsibilities include
defining risk appetite in accordance with the Group’s business strategies and
objectives, formulating risk policies that govern the execution of those strategies,
and establishing procedures and limits for the approval, control, monitoring, and
remedy of risks.

The RIC stands at the highest level of the Group's risk governance structure below
the Board. It is chaired by the Chairman & Chief Executive and includes two
INED(s) and three NED(s). The RIC provides direct oversight of the formulation
of institutional risk appetite, which documents the levels of risk that the Group
is willing to undertake with regard to its financial capacity, strategic direction,
prevailing market conditions, and regulatory requirements.

The RIC also ensures that the Group’s risk appetite is reflected in the policies and
procedures that Management adopts to execute its business functions. Through
the Crisis Management Committee, Risk Management Committee, Credit
Committee, Asset and Liability Management Committee, and Operational Risk
Management Committee at the executive level — and with overall coordination
by the Risk Management Division — the RIC regularly reviews the Group'’s risk
management framework and ensures that all important risk-related tasks are
performed according to established policies with appropriate resources.

The Crisis Management Committee and Risk Management Committee comprise
the Group’s Chairman & Chief Executive, Senior Advisors, Senior Management and
the Group Chief Risk Officer.

The specialised risk management committees — namely, Credit Committee,
Asset and Liability Management Committee, and Operational Risk Management
Committee — comprise the Group’s Senior Advisors, Senior Management, the
Group Chief Risk Officer and where appropriate division heads from the relevant
areas.
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To ensure that roles within the organisation are clearly defined in regard to risk
management, BEA has adopted a “Three Lines of Defence” risk management
structure. The first line of defence comprises the Bank’s business units and
functional units, which are responsible for the management of the risks that
they incur in the course of their activities. The Risk Management Division and
Compliance Division provide independent oversight over the risk takers as the
second line of defence. Reporting directly to the AC, the Bank’s Internal Audit
Division serves as the third line of defence. The Internal Audit Division assists the
AC in its oversight of the Bank’s overall risk management and internal control
systems by conducting periodic reviews to assess the adequacy of the Bank’s risk
management framework, control, and governance processes as designed by the
first and second lines of defence.

To identify and manage all potential risks in a more holistic and effective manner,
the Bank will implement an enterprise risk management framework in 2016.

The Group has formulated policies to identify, measure, monitor, control, and
report on the various types of risk and, where appropriate, to allocate adequate
capital to cover those risks. These policies are reviewed and enhanced on a regular
basis to align with market changes, statutory requirements, and best practices
in risk management processes. The Group’s major risk management policies and
control limits are approved by the Board and are monitored and regularly reviewed.
The Board has delegated the responsibility for on-going risk management to the
RIC, Risk Management Committee and specialised risk management committees.
Significant risk management related issues are required to be reported to the Board
to assist its oversight of risk management. Moreover, on daily basis, the Group
Chief Risk Officer is responsible for overseeing the Bank Group's risk management
issues which include, but not limited to, the risk management infrastructure,
strategies, appetites, culture, and resources.

Stress testing is an integral part of our risk management. The Group regularly
performs stress-tests on the principal risks, where appropriate, to assess the
potential impact of stressed business conditions (including hypothetical situations
such as a significant economic downturn in Mainland China and Hong Kong) on
the Group's financial positions, in particular, capital adequacy, profitability, and
liquidity. Whenever necessary, a prompt management response will be developed
and executed to mitigate potential impacts.

As required of all Authorised Institutions under the HKMA's Supervisory Policy
Manual on “Recovery Planning”, the Bank has established a Group Recovery Plan,
which has been approved by the Board. The Group Recovery Plan helps ensure
that the Bank is able to recover quickly from periods of severe stress and preserve
or restore its capital and liquidity levels.
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44. FINANCIAL RISK MANAGEMENT (conTINUED) B 7% B B B 22 ()

Each new product launch must go through an approval process, which includes
business and financial analysis and risk assessment. New products are reviewed
and assessed by the New Products Evaluation Working Group, endorsed by the
Steering Group (chaired by the Bank’s Group Chief Risk Officer and comprising
the division heads of supporting units), and approved by the Risk Management
Committee.

(a) Credit risk management

Credit risk arises from the possibility that a customer or counterparty in a
transaction may default. Such risk may arise from counterparty risks from loans
and advances, issuer risks from the securities business and counterparty risks from
trading activities.

The Credit Committee is responsible for managing all credit risk-related issues
of the Group, while the Credit Risk Management Department under the Risk
Management Division of the Group is responsible for monitoring activities relating
to credit risk. The Group identifies and manages credit risk by defining the target
market segment, formulating appropriate credit policies, and carrying out credit
assessment and monitoring of asset quality. Credit risk control limits are set for
different levels. Risk, return, and market situation are considered when setting all
limits. Active limit monitoring is undertaken.

In evaluating the credit risk associated with an individual customer or counterparty,
financial strength and repayment ability are always the primary considerations.
Credit risk may be mitigated by obtaining collateral from the customer or
counterparty.

The Group has established policies, procedures, and rating systems to identify,
measure, monitor, control and report on credit risk. In this connection, guidelines
for management of credit risk have been laid down in the Group’s Credit Risk
Management Manual. These guidelines stipulate delegated lending authorities,
credit underwriting criteria, credit monitoring process, internal rating structure,
credit recovery and provisioning policy. They are reviewed and enhanced on an on-
going basis to cater for market changes, statutory requirements and best practices
in risk management processes.

The Group's credit risk management for the major types of credit risk is depicted as
follows:

(i) Corporate and bank credit risk

The Group has laid down policies and procedures to evaluate the potential
credit risk of a particular counterparty or transaction and to approve the
transaction. For corporate and bank customers, the Group has different
internal rating systems that are applied to each counterparty. For exposure
classified as Specialised Lending in particular, supervisory slotting criteria are
used. To monitor concentration risk, the Group has preset limits for exposures
to individual industries and for borrowers and groups of borrowers. The Group
also has a review process to ensure that the level of review and approval is
proper and will depend on the size of the facility and rating of the credit.
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The Group undertakes on-going credit analysis and monitoring at several
levels. The policies are designed to promote early detection of counterparty,
industry or product exposures that require special monitoring. The overall
portfolio risk as well as individual impaired loans and potential impaired loans
are monitored on a regular basis.

Retail credit risk

The Group's retail credit policy and approval process are designed for the
fact that there are high volumes of relatively homogeneous and small value
transactions in each retail loan category. The design of internal rating system
and formulation of credit policies are primarily based on the demographic
factors and the loss experience of the loan portfolios. The Group monitors
its own and industry experience to determine and periodically revise product
terms and desired customer profiles.

Credit for treasury transactions

The credit risk of the Group’s treasury transactions is managed in the same
way as the Group manages its corporate and bank lending risk. The Group
applies an internal rating system to its counterparties and sets individual
counterparty limits.

Credit — related commitment

The risks involved in credit-related commitments and contingencies are
essentially the same as the credit risk involved in extending loan facilities to
customers. These transactions are subject to the same credit application,
portfolio maintenance and collateral requirements as for customers applying
for loans.

Master netting arrangements

To mitigate credit risks, the Group enters into master netting arrangements
with same counterparties. Netting agreements provide that, if an event of
default occurs, all outstanding transactions with the counterparty will be
terminated and all amounts outstanding will be settled on a net basis. Except
for the event of default, all outstanding transactions with the counterparty are
settled on a gross basis and generally do not result in offsetting the assets and
liabilities in the statement of financial position.

(ii)

(iii

(iv)

(v)
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(a) Credit risk management (continued) (a) FERKBERE (@)
(v) Master netting arrangements (continued) (v) FEEHEBEREE)
The following tables present details of financial instruments subject to TRINREIEE - BEBRN 2 FHE
offsetting, enforceable master netting arrangements and similar agreements. HezH MBI B=ZORNERIAR
;I‘% °

Assets BE
Positive fair value of PMETEMEAT

derivatives BE 28 - 28 (28) -
Other accounts HthBRIE 403 (387) 16 - 16
Total 4asE 431 (387) 44 (28) 16

Liabilities afE
Negative fair value of FTETEMERAT

derivatives BE 140 - 140 (28) 112
Other accounts HABRIA 519 (387) 132 - 132

Total k) 659 (387) 272 (28) 244
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Assets BE
Positive fair value of FTETAMEAT

derivatives BE 103 - 103 91) 12
Other accounts HhARIE 1,031 (643) 388 = 388
Total k) 1,134 (643) 491 91) 400

Liabilities 8&
Negative fair value of TETANE AT

derivatives BE 156 - 156 91) 65
Other accounts HAERE 643 (643) - - -
Total 4BE 799 (643) 156 91) 65
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44. FINANCIAL RISK MANAGEMENT (coNTINUED) B/t 7% & i B 38 ()

(a) Credit risk management (continued)

(a) EERREE (&)

(vi) Concentration of credit risk (vi) EESEFRMER

Concentration of credit risk exists when changes in geographic, economic
or industry factors similarly affect groups of counterparties whose aggregate
credit exposure is material in relation to the Group’s total exposures. The
Group's credit portfolio is diversified along geographic, industry and product
sectors.

The Group monitors its concentration risk by adopting appropriate risk control
measures, such as setting limits on exposures to different industries and loan
portfolios.

(vii) Maximum exposure

The maximum exposure to credit risk at the end of the reporting period
without taking into consideration of any collateral held or other credit
enhancements is represented by the carrying amount of each financial asset in
the statement of financial position after deducting any impairment allowance.
A summary of the maximum exposure is as follows:

B e RIERTT « RRIBITA
Hfth & BB R4 TF

Placements with banks, central banks and FERAT » RARRITRIE fh & RIS AY
other financial institutions EEN

Trade bills BHER
RHRBEE
B ARBERARRAFEEN

Cash and balances with banks, central banks
and other financial institutions

Trading assets

Financial assets designated at fair value

through profit or loss SREE
Positive fair value of derivatives PTETAMNEATER
Loans and advances to customers EPERRBHR
Available-for-sale financial assets At ESREE
Held-to-maturity investments BEIERE

Other assets Hin&E

Financial guarantees and other credit related BB ERREMEEEEHN
contingent liabilities FABE

Loan commitments and other credit related ERAEREMEBEEEEN
commitments A

FEEETHRBIERZ ZHFHEERE
WE - KESTEERNEE - MRF
EEEnEREERBAEHASENE
BERAEZEHEE - AREMNEEAR
ABOMBETRME  fTEMER °

AEE—ERAEE O RRIZEEE -
Bt N RTTEMERAES EERE -
VABEHEEE R AR

(vii) &= BB
IR B4R B WA ST E AR @
HifEERANSZSEERR - AEE
—BERREMREEENSREET
MBIRRRAREE - ZeRBREEN
BN

67,743 68,761
80,828 50,769
19,532 60,675
3,990 1,489
3,886 8,287
6,205 3,537
439,125 441,933
90,284 83,648
6,199 6,747
33,635 39,820
34,465 34,254
208,015 214,314

993,907 1,014,234
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(viii) Credit quality of loans and advances
Loans and advances to banks are only made to banks with good credit
standing. The credit quality of loans and advances to customers can be
analysed as follows:

B 7% SRR MY AE ()

(ViERRBROEETE

ROERRBRRABHTEEEEER
2T - REERERBHNEEERS
FEAT

Gross loans and advances to customers BEFEEMRRRERE
— neither past due nor impaired — R REE 435,669 439,607
— past due but not impaired —BRHERERE 864 944
— impaired —ERE 4,973 2,736
441,506 443,287

Of which:

Hep e

Gross loans and advances to customers that ERHORENTEER K
are neither past due nor impaired BB
- pass — A1 422,886 435,385
— special mention —FE@E 12,783 4222
435,669 439,607

The Group classifies the loans and advances in accordance with the loan
classification system required to be adopted for reporting to the HKMA.

The ageing analysis of loans and advances to customers that are past due but
not impaired is as follows:

AEEREREERTSERNERSD
BEGADTBRER

ERHERAREZRSFERRBRN
FHOWT ¢

Gross loans and advances to customers that HFRBERERENEFERR
are past due but not impaired Bt
— overdue 3 months or less —BH3E A AT

864 944

Loans and advances that would be past due or impaired had the terms not
been renegotiated amounted to HK$77 million as at 31st December, 2015
(2014: HK$83 million).

M2015F 12 A318 BRI KR ER] 1§
T AT B 2 {160 HA SlORUE B 3% B0
SR ABE7,7008 7T (20145F : B
8,30087T) °
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(a) Credit risk management (continued)
(ix) Credit quality of financial assets other than loans and advances
Credit risk of treasury transactions is managed in the same way as the Group
manages its corporate and bank lending risk and risk gradings are applied to
the counterparties with individual counterparty limits set.

At the end of the reporting period, the credit quality of investment in debt
securities analysed by designation of external credit assessment institution,
Moody'’s Investor Services, or equivalent, is as follows:

(a) EERMBEE @)

(ix) FERRBRERMEENEFEER
BeRFGNEERBERTE  HAE
EEREAECEXRRITEENTE B
2B AR B 2 R R AR A ML B IR BR A
HF -

RIS EERA - RBINEDE E TR
o BB RS - SKERSRE TR
Wig - FTiEE 2 B BFRENEED
NI -

Aaa Aaa 10,035 11,158
Aal to Aa3 Aal£Aa3 19,538 26,133
Al to A3 A1ZEA3 34,225 32,118
P-1 (Short term) P-1(52H1) 251 587
Baal to Baa3 BaalZ%Baa3 23,379 14,585
Below Baa3 Baa3lA 3,438 4,008
(NB) (it) 90,866 88,589
Unrated A 13,494 11,699
Total k] 104,360 100,288

NB: As at 31st December 2015, the Group has debt securities of HK$2,435 million with
investment grade assigned by PRC local rating agencies (2014: HK$4,580 million).

(x) Collateral and other credit enhancements
The Group has established guidelines on the acceptability of various classes
of collateral and determined the corresponding valuation parameters. The
guidelines and collateral valuation parameters are subject to regular reviews to
ensure their effectiveness over credit risk management.

The extent of collateral coverage over the Group's loans and advances to
customer depends on the type of customers and the product offered. Types
of collateral include residential properties (in the form of mortgages over
property), other properties, other registered securities over assets, cash
deposits, standby letters of credit and guarantees. Collateral generally is not
held over balances and placements with banks and other financial institutions,
and loans and advances to banks, except when securities are held as part
of reverse repurchase and securities borrowing activity. The Group takes
possession of collateral through court proceedings or voluntary delivery of
possession by the borrowers during the course of the recovery of impaired
loans and advances. These repossessed assets are reported in the statement of
financial position within “other assets” (Note 2(m)). If the recovery from the
repossessed assets exceeds the corresponding exposure, the surplus fund is
made available either to repay the borrower’s other secured loans with lower
priority or is returned to the borrower.

it - R2015%F 124310 » N 5EE# A+ EE]
TR 1E 18 T IR ER B2 BREHE
BB #2435 5 7T (20144F « 7B H#45.80

(#r)

(x) ARG R B AL IS BRI
RS B2 HIET Al R AR R E R A
#al > YEERRGLESE - AREE
EHma sl RIERAAESE - DA
REERBREZAKK

AEERPERRBHRMNERRBET
BEEFPHEARFARHEERME - &
RmBRBRESYE AN ERBT
X)) Et  HEtBREREE -
REeFH  BREARRER - KFE
RERMAEEREFERESHNERR
SN ERITREMEBBENET LT
H o ARBITERERBR R THERIE
A EREREERRBERE - A
SESBBEERFIERABEIH
HEREKDERR ZFEWREEER
BARS IR 3R AR AT H 4t B 2 1 511 Bl (BT =
2(m)) © fHAEURIEIE ERTIS < 3B YRR
R RBAER - ReERAanEeE
BERABERFREND EMERK
REITFERA ©
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Collateral held as security for financial assets other than loans and advances
is determined by the nature of the instrument. Debt securities, treasury and
other eligible bills are generally unsecured with the exception of asset-based
securities and similar instruments, which are secured by pools of financial assets.
However the credit risk may be implicit in the terms or reflected in the fair
value of the corresponding instruments.

The Group's preferred agreement for documenting derivatives activity is the
ISDA Master Agreement which covers the contractual framework within which
dealing activity across a full range of over-the-counter products is conducted
and contractually binds both parties to apply close-out netting across all
outstanding transactions covered by an agreement, if either party defaults
or following other pre-agreed termination events. It is also common for the
Group to execute a Credit Support Annex in conjunction with the ISDA Master
Agreement with the counterparty under which collateral is passed between
the parties to mitigate the market contingent counterparty risk inherent in the
outstanding position.

For contingent liabilities and commitments that are unconditionally cancellable
(Note 46), the Group will assess the necessity to withdraw the credit line when
there is a concern over the credit quality of the customers. Accordingly, the
exposure to significant credit risk is considered as minimal. For commitments
that are not unconditionally cancellable, the Group assesses the necessity of
collateral depending on the type of customer and the product offered.

The lower of gross loan amount and the estimate of the fair value of collateral
and other credit enhancements held against financial assets is as follows:

B 7% SRR MY AE ()

FAEBEFERRB RSB EMNIKR
o BT AZMERE - RIA—&
FEREEFERNEERERS KA
RATAS  EBES  EHFREMAR
EE—REBEERN - A FEE
B AJRERR 2 AR R T AR RN AR
BETANQFEERRR -

ISDAMESG N ARAEBREBITERS
XHEMEBEEGH  EPREALER
MEAKERZ T  AEBEAET—R
PIRPBINERR SIES) - INEHP—HiE
A B AEHMTE LG EMKIEEH - 8
RENNRBEZENFELEESNRE
WA ERBITR S - REBINRGERFT
ISDAH) & KR Ry - BLAZ 58 F 25T
EEMA - Fit - WRRATRETN S 2
HER - UBRELBERBLOER TH
RIEETIHRAR HEF R ©

R SRR B B B P AR AR U Ry e (B
i46) MAKBEHEFNEEEERS
RE - AEFERERERCEESE -
Hit - AREHHRENEERAREER
AT R o ST AR R BUE 89 5
2 ARBEERTEFPERRAAREE
M e E s EAETTHE -

EXBEREAERREREE 2 KA
MEEMERREANGT AT EERSE
ZRIEEWNT ¢

Fair value of collateral and other credit REERReREEL
enhancements held against financial AR g R E A (= IR
assets that are: REEEWAT
— neither past due nor impaired — B RE
— past due but not impaired —BRHERERE

314,160 322,591
809 931

314,969 323,522
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44. FINANCIAL RISK MANAGEMENT (conTINUED) B 7% B B B 22 ()

(b) Market risk management (b) TEAKEE

Market risk refers to the risk of adverse price movements arising from all market
risk-sensitive financial instruments, including debt securities, foreign exchange
contracts, equity and derivative instruments, as well as from structured products.
The aim in managing market risk is to reduce the Group's exposure to the volatility
inherent in financial instruments.

The Asset and Liability Management Committee deals with all market risk related
issues of the Group. It is also responsible for conducting a regular review of interest
rate trends and deciding the corresponding future business strategy. The Asset
& Liability Management Department under the Risk Management Division of the
Group is responsible for monitoring activities relating to market risk.

The use of derivatives for proprietary trading and the sale of derivatives to
customers as risk management products is an integral part of the Group’s business
activities. These instruments are also used to manage the Group’s own exposures
to market risk, as part of its asset and liability management process. The principal
derivatives instruments used by the Group are interest rate, foreign exchange
and equity-related contracts, in the form of both over-the-counter derivatives and
exchange traded derivatives. Most of the Group’s derivatives positions have been
entered into to meet customer demand and to manage the risk of these and other
trading positions.

In this connection, the key types of market risk that must be managed are:

(i) Currency risk
The Group's foreign currency positions arise from foreign exchange dealing
(including derivatives), commercial banking operations, and structural foreign
currency exposures. The Group’s non-structural foreign currency exposures
are mainly dominated in USD, RMB, GBP, JPY and SGD. All foreign currency
positions are managed within limits approved by the Board or the Asset and
Liability Management Committee.

Structural foreign currency positions, which arise mainly from foreign currency
investments in the Group’s branches, subsidiaries, and associated companies,
are excluded from value-at-risk (“VaR") measurements, as related gains or
losses are taken to reserves. Such foreign currency positions are managed with
the principal objective of ensuring that the Group’s reserves are protected
from exchange rate fluctuations. The Group seeks to match its foreign
currency denominated assets closely with corresponding liabilities in the same
currencies.

SRR EETHNEREDHNERR - RE
BT HRRSENMBETE - BIEER
FE o INEAK  RODAITETENARGHE
MER - MHRRER S ERDAEEE
BTARNEHRB I MAZHRR

BEABERZEARREAREE —YHE
miSEERAAMAEE - A R A=
ES REFERRNRREBSRE - AEER
REERETMHEEARBREEN BEER
HEmiZERE RIS -

ETTETARZRSRATFPHEITET AR
RERRERERRASEEH —HEEX
%o WETANBIAERAEEAEAZNT
SRR ERASEEERRETEENSNRE
Fro ARERFEANTETATERFE -
SNEABD BRI A K - BIRSINIEAR S
BWPTET AR - REEAHOHITETEFA
BRNEEPHER  URRUENEMLRZ S
BB MAEITEF

FEUFE - AEEEEERNTISRARESE

(i) BEERER
AEEHINERFRIRBIINERR (BT
HETR)  BERITEBNEBILINER
R o ANEE A I IEINE B E B I
T AR B8 AERFINET
REM - BIERRYOBRIEESS
SEERBEEZEEMIENRENA

BEENEFSRIBZRANAEED
17 - M B RIMBE & AR M IMNERE -
HABOSEN REER S BEARE -
FTARG EERBRER - R FING
REMEZZEH - RRERNEEAOFEE
REEZRRBOTE - AREENKIA
INEEHEMBEENR —&EBHENE
& - REFERERF ©
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The Group had the following net structural positions which were not less than
10% of the total net structural foreign currency position at the end of the
reporting period:

B 7% SRR MY AE ()

R|ERERE - AEEOEBIERR
FETNERERIEINEFRHREE10%
W

Net structural position BBIEBE TR 2,168 12,287 2,123 2,143 11,623 2,610

(ii) Interest rate risk (i) =@ b
The Group's interest rate positions arise from treasury and commercial banking REBOAEFERE T E R RIT
activities. Interest rate risk arises in both trading portfolios and non-trading X o RPEEMIERGEEHGELE
portfolios. Interest rate risk primarily results from the timing differences in MERER - FIEXEREERAFTEE
the re-pricing of interest-bearing assets, liabilities, and off-balance sheet E BEREEEBERINEBEBTER
items. It also relates to positions from non-interest bearing liabilities including RERZMY - THEESBERES
shareholders’ funds and current accounts, as well as from certain fixed-rate B EPEERRESMERER RE
loans and liabilities. Interest rate risk is managed daily by the Treasury Markets FELEERMEE - MXERALEE
Division of the Group within the limits approved by the Board or the Asset and BeMsREESENEELBERE
Liability Management Committee. The instruments used to manage interest B ANRESEELETHEER - &
rate risk include interest rate swaps and other derivatives. B R H T ABERN B

PTETH -
(iii) Equity risk (iii) %D B

The Group's equity positions arise from equity investment and dynamic
hedging of customer-driven business. Equity risk is managed daily by the
Investment Department within the limits approved by the Board, Investment
Committee, or the Asset and Liability Management Committee.

Market risk control limits have been set at varying levels according to the practical
requirements of different units. The Board approves the core control limits and
has delegated the authority to set detailed control limits to the Asset and Liability
Management Committee. Risk, return, and market conditions are considered when
setting limits. Active limit monitoring is carried out.

In this connection, the Asset and Liability Management Committee monitors the
related market risk arising from the risk-taking activities of the Group, to ensure
that overall and individual market risks are within the Group’s risk tolerance level.
Risk exposures are monitored frequently to ensure that they are within established
control limits.

The Group quantifies the market risk of the underlying trading portfolio by means
of VaR. VaR is a statistical estimate that measures the potential losses in market
value of a portfolio as a result of unfavourable movements in market rates and
prices, if positions are held unchanged over a certain horizon time period.

AEENENFRERAEBNERERER
EBHENEE D o RO ERAKRERPIR
B REZBEIEEREEEZR
BEHENRBEELETATER -

5 EBRZHIREERE TRERALS &4
EBNERTE - EF MR OENRE
TREAERFBEEEZE SR ARBNES
REE - BEERBEEEERAR - EHRKXTH
BRERE - WARABEBRBEIZER

HUtTE  EEABRERZERARESRAR
SEAETSRRIES - HREERER
S EBRERARENEBAZBER © K
SEeKEEERRAESER - AHERMT A
YER B A BE RE ROFE IR BE A -

AEBERRRERSLCBBRZZHEEHT
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(b) Market risk management (continued)
The Group estimates VaR for the Group's trading portfolio by the parametric
approach, where the VaR is derived from the underlying variances and co-variances
of the constituents of a portfolio. This methodology uses historical movements in
market rates and prices, a 99% confidence level, a one-day holding period and
a one-year historical observation period. An equal or higher weighting scheme is
applied to more recent observations under which higher VaR should be used.

Structural foreign exchange positions arising from net investments in branches and
subsidiaries are not included in the VaR for the foreign exchange trading position.

The book value of listed shares, as well as the book value of private equity funds
and unlisted equities (collectively the “Unlisted Securities”), are subject to limits
and these are monitored by the Management of the Group. The Unlisted Securities
and listed non-trading equities are not included in the VaR for the equity trading
position, and are managed through delegated limits. The limits are subject to
regular review by the Asset and Liability Management Committee.

Value-at-risk statistics

(b) TIEEMBRERE (@)

AEEBB2EANBARERSEGHR
BE - Hf o RRETEBESKANERH
HERBIEFESH - ZIDERKEBE
M5 B REBIRARE) - 9% BEKF - 18
R MR FRESRSEARES - HhHm
MHEREG THSEARROES - YRR
KRR ERE -

M 1T R M8 A B YR & A A RO A IS
ERAETEREETHIEXZRENER
=

B EmBRMSN - AR ES K I LT
(B 3E LM S D REES HASEE
EERREES - F LTRSS RIFERG LT
BHRBEFERAEERLTEEERS
BhFENRRERN BEABEEZSS
JRE BB R LR AR o

BB ESE

VaR for total trading activities RFEDNERELE 2 60 2 36
VaR for foreign exchange trading

positions* NERSHRHRRE 8 2 6 10
VaR for interest rate trading positions IR GHENERE 3 8 2 4
VaR for equity trading positions BAZSERNERE 24 51 14 26

VaR for total trading activities RS EHNRRELE 23 33 16 24
VaR for foreign exchange trading

positions* NERFHRHRBRE* 8 11 3 6
VaR for interest rate trading positions FIRZ SEENERE 4 9 1 4
VaR for equity trading positions AR SERNERE 16 23 13 18

* Including all foreign exchange positions but excluding structured foreign exchange

positions.

> BRAESNERFRET EIRAEEIINERE
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Stressed VaR for total trading activities RHEHNZERRELE 66

Stressed VaR for total trading activities RHEHNXBRRELRE 59

109 51 84

A stressed VaR measure is intended to replicate a VaR calculation that would be
generated on current market risk portfolio if the relevant market factors were
experiencing a period of stress.

(c) Operational risk management
Operational risk is the risk of loss resulting from inadequate or failed internal
processes, people and systems, or from external events.

The objective of operational risk management is to identify, assess, monitor and
report on operational risk and to comply with the relevant regulatory requirements.

The Operational Risk Management Committee is responsible for overseeing
operational risk management of the Group while the Operational Risk
Management Department under the Risk Management Division of the Group is
responsible for monitoring activities relating to operational risk.

The operational risk management tools adopted include operational risk incident
reporting, control self-assessment, key risk indicators, operation manuals, insurance
policies, business continuity planning, etc.

Furthermore, the Operational Risk Management Department under the Risk
Management Division of the Group has also performed self-assessment on the
Group's compliance with the requirements of HKMA Supervisory Policy Manual on
Operational Risk Management, with satisfactory result which had been reviewed
independently by Internal Audit Division.

(d) Liquidity risk management
Liquidity pertains to the Group's ability to meet obligations as they fall due.
Funding liquidity relates to the ability to meet expected and unexpected current
and future cash flow and collateral needs without affecting daily operations or the
financial position. Market liquidity concerns the inability to offset or eliminate a
position at market price because of inadequate market depth or market disruption.

The purpose of liquidity risk management is to ensure sufficient cash flows to
meet all financial commitments and to capitalise on opportunities for business
expansion. This includes the Group'’s ability to meet deposit withdrawals either on
demand or at contractual maturity, to repay borrowings as they mature, to comply
with the statutory Liquidity Coverage Ratio (“LCR"), and to make new loans and
investments as opportunities arise.

(9]

(d
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(d) Liquidity risk management (continued) d) REELSEREE(H®)

The Asset and Liability Management Committee is delegated by the Board
to oversee the Group's liquidity risk management. The Asset and Liability
Management Committee sets the strategy, policy, and limits for managing liquidity
risk and the means for ensuring that such strategy and policy are implemented.
Regular meetings are held to review the compliance status of the monitoring
matrix established and the need for any change in strategy and policy. Liquidity
is managed daily by the Capital Markets & Liquidity Management Department
under the Treasury Markets Division of the Group within the set limits. The Asset
& Liability Management Department under the Risk Management Division of the
Group is responsible for monitoring the activities relating to liquidity risk. The
Internal Audit Division performs periodic reviews to ensure that the liquidity risk
management functions are carried out effectively.

The LCR, which came into effect on 1st January, 2015, imposes a more stringent
regulatory regime for liquidity risk management on the Group. Banking (Liquidity)
Rules require the Group to meet the minimum LCR by 2019. During the transitional
period, the percentage will increase from 60% in 2015 to 100% in 2019, with
10% added to the regulatory requirement each year from 2016. To ensure
compliance with the enhanced regulatory requirement, material changes in the
LCR will be reported regularly to the Asset and Liability Management Committee
together with proposed mitigation actions to cope with adverse changes arising
from, including but not limited to, composition of the deposit and its remaining
tenor to maturity, short-term lending activities, and the Group’s asset and liability
mix strategy. An internal LCR target has been established to maintain the ratio
within a suitable range. In planning the asset and liability mix strategy, the Group
assesses the impact of asset growth and funding structure on the LCR with support
from relevant business units for the Asset and Liability Management Committee’s
review and decision.

As part of Group efforts to manage the LCR effectively, emphasis is placed on
strengthening the deposit base by retaining loyal customers and maintaining
customer relationships. The Group balances funding among retail, small business,
and wholesale funding to avoid concentration in any one source. Professional
markets are accessed through the issuance of certificates of deposit, medium-
term notes, subordinated debt, money market placement, and borrowing for the
purposes of providing additional funding, maintaining a presence in local money
markets, and optimising asset and liability maturities.

Internally, intra-group funding transactions are carried out at arm’s length and
treated in a manner in line with other third party transactions, with regular
monitoring and appropriate control.
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In addition to observing the statutory LCR, the Group has established different
liquidity metrics — including but not limited to the loan-to-deposit ratio, cumulative
mismatch ratio, funding concentration ratio, intra-group exposure threshold, and
cross currency funding ratio — to measure and analyse the Group's liquidity risks.
As a majority of the Group'’s liquidity risk arises from the maturity mismatch gap
between the Group’s asset and liability portfolios, the Group manages liquidity
risk by conducting cash flow analysis and projections. These are carried out on a
regular basis to identify funding needs arising from on and off-balance sheet items
in a specific time frame over a set of time horizons. The Group maintains sufficient
liquid assets as a liquidity cushion that can be accessed in times of stress. The
high quality liquid assets for fulfilling the LCR consist of cash, short term funds,
exchange fund bills, and notes. The majority of the HQLAs are denominated in
Hong Kong dollars. Contingent funding sources are maintained to provide strategic
liquidity to meet unexpected and material cash outflows.

The Group also conducts stress testing regularly to analyse liquidity risk. Both
on and off-balance sheet items and their impact on cash flow are considered,
together with applicable hypothetical and historical assumptions. The assessment
and review of market liquidity risk are included in the various control processes,
including investment/trading strategy, market risk monitoring, valuation, and
portfolio review. Three stress scenarios — namely an institution-specific crisis, a
general market crisis and a crisis involving a combination of the two — are adopted
with minimum survival period defined according to HKMA's Supervisory Policy
Manual “Sound Systems and Controls for Liquidity Risk Management”.

With reference to the stress-testing results, the Group identifies potential
vulnerabilities within the Group and formulates a Contingency Funding Policy
and a Contingency Funding Plan that set out the Group's strategy for dealing
with any liquidity problem and the procedures for making up cash flow deficits in
emergency situations.

The Contingency Funding Policy and Contingency Funding Plan are designed to be
pro-active and pre-emptive, and stipulates the following three stages:

1. The Group utilises early warning indicators, which cover both qualitative and
quantitative measures, and monitors both internal and external factors. Should
there be any early signs of significant impact on the Group’s liquidity position,
Asset and Liability Management Committee is informed. The Asset and Liability
Management Committee will consider appropriate remedial actions and will
consider employing crisis management if the situation warrants.

2. A Crisis Management Committee, which is chaired by the Chairman & Chief
Executive, is formed to handle the crisis. Strategy and procedures for obtaining
contingency funding, as well as roles and responsibilities of the parties
concerned, are clearly stated.

3. In the final stage, a post-crisis review is carried out to recommend necessary
improvements to avoid incidents of a similar nature in the future.

An annual drill test is conducted and the Contingency Funding Policy and
Contingency Funding Plan are subject to regular review in order to accommodate
any changes in the business environment. Any significant changes to the
Contingency Funding Policy and Contingency Funding Plan are approved by the
Board and the Asset and Liability Management Committee, respectively.
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(d) RBHESEREE @
AERBEORBERA N :

(d) Liquidity risk management (continued)
Analysis of assets and liabilities by remaining maturity:

Assets BE
Cash and balances with banks and other financial & RERTNE ML BIIE

insitutions g 41,490 826 - n - - 26,735 69,122
Placements with banks and other financial institutions  7£3R47 RE BB - 62,384 15,985 2459 - - - 80,828
Trade blls 2555 i3 3,602 7,955 7901 - - 1 19,532
Trading assets RORBEE - 1197 1,121 456 1,166 50 1345 5,335
Financial assets designated at fair value through EEABBERARRAT

profitor loss EHEMEHEE - 116 80 1,148 2192 - 450 433
Positive fair value of derivatives NETEMEATER - - - - - - 6,205 6,205
Advances to customers and other accounts RERIRAMER 5213 49,881 43983 98,59 170,843 95,511 9,001 473,088
Available-for-sale finandial assets WHHESREE - 5338 11,012 11,647 47,846 14,381 331 93,595
Held-to-maturity investments HehHRE % 1,081 831 1,289 2330 574 - 6,199
Undated assets BHWAEEAE - - - - - - 23,124 B4
Total assets AEEE 4690 124425 81377 13567 24311 11051 0172 781,364
Liabilities 8
Deposits and balances of banks and other financial TR A S BREER

institutions k&R 8,175 15,635 4,889 1,960 1,408 59 - 32,126
Deposits from customers ZEER 188,745 118,877 114,813 93,761 24,547 - - 540,743

- Demand deposits and current accounts - R R ARER BN - - - - - - BAN

- Savings deposits ~HER 113332 - - - - - - M3

- Time, call and notice deposits - BB LB 192 18817 114813 93,761 2,547 - - 353940
Trading labiites XSBEEE - 81 7 50 - - 1 889
Negative fair value of derivatives fETEMBATER - - - - - - 6,909 6,900
Certficates of deposit issued BRIENE - 9,168 8457 16,172 3480 - - 31,217
Current taxation A - - - 1325 - - - 1325
Debt securites issued BEORRES - 81 28 2,066 7838 - - 13,597
Loan capital EEER - - - - 16,99 - - 16,996
Other liabilities AthBE 850 5,206 7302 14,338 7533 2,113 7919 45,861
Total liabilties BEEE 197,770 150,558 138,320 129,672 61,802 2,112 14,829 695,723
Net gap FEE (150840)  (26,133)  (56,943) (6,105 162575 107,744
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Assets -1
Cash and balances with banks and other financial & RESINEEBIIE

institutions nER 36,188 13 = = = = 34,157 70,358
Placements with banks and other financilintiutions Z4%/7 Rt & B AR 4 265 18,522 5711 - - - 50768
Trade bills 255k 60 9,982 16,013 34,620 = - - 60,675
Trading assets RHRREE - 135 253 257 820 25 1,395 2,885
Financial assets designated at fair value through REARBERNRMAT

profit or loss EENSREE - 1,268 1,025 1,282 3934 818 426 8,713
Positve fair value of derivives T TANEATER . = - - - - 3537 3537
Advances to customers and other accounts RESTREMEE 7,144 67,645 49403 105,308 156,071 90,070 6,499 482,140
Avallable-for-sale finanial assets At EeREE - 4191 20,650 9,841 39,61 9,705 3,168 86,816
Held-to-maturity investments L 34 1,760 675 1463 2609 186 - 6,747
Undated assets EIRRPEE - - - - - - 23,251 23251
Total assets BESE 43,430 111,526 106,541 158,442 202,715 100,804 72433 795,891
Liabilities 8
Deposits and balances of banks and other financial /TR MABkHEER

institutions = 3,860 13,445 9,194 5,561 1,217 46 - 3323
Deposits from customers BFGH 169769 128604 134960 9,039 18,749 63 - 5184

- Demand deposits and current accounts — AR RAERER 67,337 - - - - - - 67,337

- Savings deposits ~HEE 100,782 - - - - - - 100782

~Time, call and notice deposits -EHRBRGR 1650 128604 134960 96,039 18,749 63 - 380,065
Trading liabilties REREEE 5 = - - - _ 2 2
Negative fair value of derivatives fETANALTEE = = = = . = 4813 4823
Certficates of deposit issued BETHE - 7959 12,849 17,931 5,659 - - 44398
Current taxation AR - - - 111 - - - 117
Debt securities issued BEERES - 1,948 5,264 6,508 8704 - - 2,424
Loan capital EEER - - - - 12,436 4,899 - 17,335
Other libiltes Afp&f 1,061 8217 10512 14353 729 200 7114 50,767
Total liabilities BlEEE 174,690 160,173 172,779 141,564 54,055 1228 11,958 720,447
Net gap Al (131,260) (48 647) (66,238) 16,878 148,660 93,576

MIMER S R A& REr A S A L2
IR E SRR P AR A LA HAAT R IR AL
BHEHRWERERICR SRR B -

As the trading and available-for-sale portfolios may be sold before maturity or
deposits from customers may mature without being withdrawn, the contractual
maturity dates do not represent expected dates of future cash flows.
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(d) Liquidity risk management (continued) (d) RENVELEBEE (&)
The following tables provide an analysis of the undiscounted cashflow projection TRETRB®E HERBEBAREHTINZ
of the financial liabilities of the Group at the end of the reporting period based on CRABNEARERRESNINER2
the dates of their contractual payment obligations: HEADHT :

Deposits and balances of banks and other BIREAREEN TR
financial insttutions Réts 32,126 2,41 8175 20,588 2,000 1,419 59 -
Deposits from customers EFEH 540,743 544,937 188,867 234,387 94,981 26,695 1 -
~Demand deposits and current accounts —EMEIRERER 13411 73511 13,507 4 - - - -
- Savings deposits —RERH 13332 M3 1133 - - - - -
- Time, call and notice deposits —ERREAER 353940 358,094 2,028 234,383 94,987 26,695 1 -
Trading liabilties RHBEER 889 889 - 838 50 - - 1
Negative fair value of derivatives ETANAATER 6,909 6,909 - - - - - 6,909
Certficates of deposit issued BEREE yan 37,622 - 17,730 16,342 3,550 - -
Current taxation B 1325 1325 - - 1325 - - -
Debt securiies issued BEfIERES 13,597 13872 6 3,693 2070 8,103 - -
Loan capital [REER 16,9% 19,821 - 35 647 18,939 - -
Interest rate swaps FlEESAY 5873 5873 5 574 1447 3,562 285 -
Other liabilies Aas 45,861 45,861 850 12,508 14,338 7533 2713 7919

Total &% 701,59 709,350 197,903 290,553 133,206 69,801 3,058 14,829
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Deposits and balances of banks and other FORE S BERNETR
finandial institutions Rtk 333 33430 3,860 22,695 5594 1,235 46 =
Deposits from customers ZPEH 548184 552065 169813 264574 97,663 20,052 63 -
- Demand deposits and current accounts - R RAREP 67,337 67,379 67,376 3 - - - -
- Savings deposits ~HEEH 100782 100783 100,783 - - - - -
~Time, call and notice deposits - EBRBAES 380,065 384,003 1,654 264,571 97,663 20,052 63 -
Trading liabilties REBRAE 21 21 - - - _ _ 2
Negative fair value of derivatives fETANBATER 4803 4803 - - - - - 4803
Certficates of deposit issued BRENE 4439 44933 = 21,019 18,121 5793 = =
Current taxation KB 1172 11712 - - 1172 = = -
Debt securites issued BEfERES 2,44 2,99 = 1313 6,737 8946 = =
Loan capital BEER 17335 21,653 = 21 657 15,001 5,754 -
Interest rate swaps FlzmtAan 6,224 6,224 - 724 1,289 3937 204 -
Other liabilities EtaRE 50,767 50,767 1,061 18,729 14,353 7290 2,20 1114
Total ek 728671 738,184 174,734 335,295 145,586 62,254 8,357 11,958
(e) Interest rate risk management (e) FIEARER

The Asset and Liability Management Committee is delegated by the Board to
oversee the Group's interest rate risk management, establish the strategy and
policy for managing interest rate risk, and determine the means for ensuring that
such strategies and policies are implemented. Interest rate risk is managed daily
by the Treasury Markets Division of the Group within the limits approved by the
Board or the Asset and Liability Management Committee. The Asset & Liability
Management Department under the Risk Management Division of the Group is
responsible for monitoring the activities relating to interest rate risk. The Internal
Audit Division performs periodic reviews to ensure that the interest rate risk
management functions are implemented effectively.

The Group manages the interest rate risk on the banking book primarily by
focusing on re-pricing mismatches. Gap analysis provides a static view of the
maturity and re-pricing characteristics of the Group’s assets, liabilities and off-
balance sheet positions. Re-pricing gap limits are set to control the Group's interest
rate risk.

EEARERZEGRE=ERE AR
RAEENFERBRER - FTZEENERE
B RO SRS SR - W TE AR AR G - DAREAR
HITEMRBERR - MEXEAREOAKEE
ETERRESENEEABEEZE M
BHRBGELETARER - ARERRE
ERETNEEABERD AAREEMNE
REERREE) - B & EHE LA
HER IR B BTN RS A B AT

AEEERRITRMAMEZRARNERT AR
SRREF BRI - ZEDITAIRASE
E{HEAERBREE AENEERER
SMFREIBIE R R BRI B - A1TR

BR] SRR AE R AR B E = -
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(e) Interest rate risk management (continued)

Sensitivity analysis in relation to the impact of changes in interest rates on earnings
and economic value is assessed through a hypothetical interest rate shock of 200
basis points across the yield curve on the Group’s assets, liabilities and off-balance
sheet positions and is performed on a monthly basis. Sensitivity limits are set to
control the Group's interest rate risk exposure under both earnings and economic
value perspectives. The results are reported to the Asset and Liability Management
Committee on a regular basis.

Sensitivity analysis on interest rate risk
The Group uses sensitivity analysis to measure the potential effect of changes in
interest rates on our net interest income and economic value change.

(e) FIZREPEEIE (&)

AEE G AETHEREDN - AGEFRE
PHBANNECEEBENTE - EPRRLE
EEE BEMEEAGBRIIMFRENREGEE
BHAR IR 200 [EERG AU R H 8 - NEE R
FRRERER - ARG ARE B R ALEE
EM7TEMNF R EERAE - BRSARERR
EEAEEEZESER -

FEE R GURE DT
7N 55 [ BR P SRR 0 A7 SR 8 | R 0
FEWARKEBEZD A EELNTE -

Impact on earnings over the next i - F200{EEE

12 months if interest rates rise by~ 4RI 1218 B K

200 basis points ol 945 64
Impact on economic value if interest 7% _+38200/EEZ

rates rise by 200 basis points HEEEENTE (132) 89

258

201

534 3 570

(199) 118 59

This sensitivity analysis, which is based on a static interest rate risk profile of assets
and liabilities, is used for risk management purposes only. The analysis is based on
the following assumptions:

(i) there is a parallel shift in the yield curve and in interest rates;

(i) there are no other changes to the portfolio;

(i) no loan prepayment is assumed as the majority of loans is on a floating rate
basis; and

(iv) deposits without fixed maturity dates are assumed to be repriced on the next
day.

Actual changes in the Group’s net interest income and the economic value
resulting from the increases in interest rates may differ from the results of this
sensitivity analysis.

FRESTERARERERB N  DIKEE
ERABNFENERBREREL - 5D
Hr TR IR A T RERAETT -

() WA R IR FITEE

(i) HAEIWEEMESD

(i) BRLBRFEEER  E
BRFZEER &

(ivy BRREBEEINHENFARZAFE

A 3T AR R R B A R AE (B

e B2 2 5 B 5 U 5 AT 1 A R T A T
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The following table indicates the expected next repricing dates (or maturity dates
whichever are earlier) for the interest bearing assets and liabilities at the end of the
reporting period:
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B 7% SRR MY AE ()

BERAREN

g
HRINRFIRER] A (RE B AREREE)

Assets BE
Cash and balances with banks and 38 & RZESRITREM

other financial institutions TRMENET 65,015 - 7 - 4,100 69,122
Placements with banks and other ~ ESR{TREM SR

financial institutions HEATFER 78,602 2,226 - - - 80,828
Trade bills BH5E 11,599 7,930 - - 3 19,532
Trading assets ZHEREE 2,318 456 1,166 50 1,345 5,335
Financial assets designated at EERBBEZEN

fair value through RBAFEER

profit or loss PREE 547 1,148 2,192 67 382 4,336
Positive fair value of TETAMEAT

derivatives BE - - - - 6,205 6,205
Advances to customers and other B P& E A

accounts ) 375,181 50,844 10,399 3,415 33,249 473,088
Available-for-sale financial assets ~ AIfEHHESRIEE 28,687 9,075 39,419 13,099 3,315 93,595
Held-to-maturity investments BEIHRE 2,006 1,289 2,330 574 - 6,199
Non-interest bearing assets FEREE - - - - 23,124 23,124
Total assets EERE 563,955 72,968 55,513 17,205 71,723 781,364
Liabilities af
Deposits and balances of banks and #3172 {th 4 Rii

other financial institutions BERRER 27,202 4,606 245 59 14 32,126
Deposits from customers BPER 402,138 94,128 22,528 189 21,760 540,743
Trading liabilities RHBBEE 831 57 - - 1 889
Negative fair value of FTETAMBAT

derivatives EBE - - - - 6,909 6,909
Certificates of deposit issued BRIEHRE 21,754 12,730 2,793 - - 37,277
Debt securities issued BETEBES 4,980 2,784 5,833 - - 13,597
Loan capital EEER - - 16,996 - - 16,996
Non-interest bearing liabilities FERAE - - - - 47,186 47,186
Total liabilities BEeE 456,905 114,305 48,395 248 75,870 695,723
Interest rate sensitivity gap FIRGREEE 107,050 (41,337) 7,118 16,957
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(e) Interest rate risk management (continued) (e) AZEE P2 ETE (&)

Assets BE
Cash and balances with banks and 34 R 17H1E

other financial institutions SREENES 65,139 - - - 5219 70,358
Placements with banks and other 7317 R A4 R

financial institutions HENER 45,291 5,478 - - - 50,769
Trade bills EVES: 26,905 33,731 - - 39 60,675
Trading assets REGBBAE 309 257 820 26 1,473 2,885
Financial assets designated at RERBAEEN

fair value through REATEER

profit or loss SRAE 2,293 1,242 3,934 881 363 8,713
Positive fair value of TETAMEAT

derivatives EBfE - - - - 3,537 3,537
Advances to customers and REBAREMD

other accounts i3 358,729 60,707 19,248 4,260 39,196 482,140
Available-for-sale financial assets At HESRIEE 33,396 10,580 28,942 9,039 4,859 86,816
Held-to-maturity investments BEEBRE 2,640 1,292 2,629 186 = 6,747
Non-interest bearing assets FEREE - - - - 23,251 23,251
Total assets BAELE 534,702 113,287 55,573 14,392 77,937 795,891
Liabilities =l
Deposits and balances of banks and $317 & 1014 Rl

other financial institutions NEZ R L8 28,141 4,023 1,079 - 80 33,323
Deposits from customers EPER 418,723 94,487 15,364 63 19,547 548,184
Trading liabilities RHBEEE = - - - 21 21
Negative fair value of TTETANBAT

derivatives (EES - - - - 4,823 4,823
Certificates of deposit issued BETERE 26,266 14,353 3,779 - - 44,398
Debt securities issued BETEBES 7332 7,588 7,504 - - 22,424
Loan capital BEEAR - - 12,436 4,899 - 17,335
Non-interest bearing liabilities FEEEE - - - - 51,939 51,939
Total liabilities El 430,462 120,451 40,162 4,962 76,410 722,447

Interest rate sensitivity gap FIEGREZR 54,240 (7,164) 15,411 9,430
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The following table summarises the range of effective average interest rates for the
year ended 31st December for monetary financial instruments:

B 7% SRR MY AE ()

TREANEE12ANBILFEREESH
THRZBHAEEE :

Assets

Cash and short-term funds and placements with
banks and other financial institutions

Trade bills, advances to customers and advances to
banks and other financial institutions

Securities (Note)

Liabilities

Deposits and balances of banks and other financial
institutions

Deposits from customers

Certificates of deposit issued and loan capital

&E

Re RERTHA LS BEENES

RAERITREMERBROTH
%R  BFRPEFRETR
Hiv S REENRR
Eeealllid)

a1

BIARAMEBBHEDTRE
£t

EFER

BRTFRERESAR

Note: Securities include certificates of deposit held, trading assets, financial assets designated
at fair value through profit or loss, securities measured as loans and receivables,
available-for-sale financial assets and held-to-maturity investments.

(f)

Strategic risk management

The objective of strategic risk management is to monitor the risk to earnings or
capital arising from bad business decisions or from an improper implementation of

good business decisions.

The Risk Management Division of the Group monitors the activities under the
Group's prevailing interest earning asset mix and funding strategies and regularly
reports the status to the Asset and Liability Management Committee, Risk
Management Committee, RIC and the Board, where appropriate.

The Group regularly carries out projection of portfolio mix for optimal asset
allocation to diversify risk and achieve returns that are commensurate with the
risks taken. Projection of Capital Adequacy Ratio and Internal Capital Adequacy
Assessment Process are also regularly conducted to assess the level of capital
needed to support the risks that the Group faces.

(g) Legal risk management

Legal risk is the risk arising from the potential that unenforceable contracts, fraud
cases, non-compliance with legal/regulatory requirements, lawsuits or adverse
judgements may disrupt or otherwise negatively affect the operations or financial

condition of the Group.

The objective of managing legal risk is to identify, assess, monitor and report on
legal risk, and to comply with the relevant regulatory requirements.

The Group provides appropriate training courses conducted by qualified internal
personnel and/or external lawyers/professionals, and issues regular reminders to
staff members. When dealing with legal matters, the Group engages qualified
internal personnel and, when necessary and appropriate, external lawyers including

counsel and senior counsel for advice.

The Operational Risk Management Committee is responsible for overseeing the

management of the Group'’s legal risk.

)

(9)

0-5.00 0-5.76
0.01-52.79 0.01-52.24
0.03-5.25 0.02-8.53
0-6.31 0.04-5.95
0-4.42 0-5.87
0.04-6.47 0.16-8.50
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(h) Reputation risk management

0)

Reputation risk is the risk that the Group’s reputation is damaged by events
that result in negative publicity about the Group’s business practices, conduct,
or financial condition. Such negative publicity, whether true or not, may impair
public confidence in the Group and may result in costly litigation, or a decline in
customers, business, and/or revenue.

The objective of managing reputation risk is to identify, assess, monitor and report
on reputation risk, and to comply with the relevant regulatory requirements.

The Group establishes various policies, guidelines, manuals, and codes to ensure
compliance with applicable laws, rules, and regulation, and to ensure that the
Bank Group maintains a high standard of corporate governance, which in turn
helps safeguard and enhance the Group’s reputation.

The Group formulates, and adheres to, the Reputation Risk Management Manual,
which outlines a systematic approach to the management of reputation risk,
including a framework for reputation risk identification, assessment, monitoring,
mitigation, and control, thereby protecting and enhancing the reputation of the
Bank Group. Guidelines are established for swift response to and management of
unexpected incidents.

The Operational Risk Management Committee is responsible for overseeing the
management of the Group'’s reputation risk.

Money laundering and terrorist financing risk management
Money laundering and terrorist financing risk is the risk arising from using the
financial services provided by the Group:

(i) To conceal or disguise the nature or source of proceeds derived from illegal
activities; or

(i) To obscure or disguise links between terrorists/terrorist organisations and
their funding sources, regardless of whether the funds are from legitimate or
illegitimate source.

Failure to prevent or deter the above-mentioned activities may result in fines and
sanctions by regulators or damage to the reputation of the Group.

To manage money laundering and terrorist financing risk, the Group has in place
Group Policy and relevant Guidelines on Anti-Money Laundering and Counter-
Terrorist Financing to establish the governing principles and minimum standards to
protect Group members and their businesses from being used to facilitate money
laundering and terrorist financing.
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The Institutional Risk Assessment on money laundering and terrorist financing is
established to identify, assess and understand the money laundering and terrorist
financing risk exposure of the Group, through individual assessment conducted
by Group members. The Institutional Risk Assessment helps derive the residual
risk that the Group is exposed to, after taking into consideration the inherent risks
identified and the effectiveness of the existing control measures.

Technology risk management

Technology risk (including cyber security risk and e-banking risk) is the risk of loss
resulting from inadequate or faulty technical processes, people and computing
systems; or unauthorised access or disruption to technology resources.

The Group has established a technology risk management framework which is
supported by comprehensive control policies, standards, guidelines and procedures.

Control measures relating to the security of internet systems and applications,
customer authentication, risk assessment for new products and services, and
confidentiality and integrity of information are adopted.

The Operational Risk Management Committee is responsible for overseeing with
technology risk-related issues of the Group.

(k) Capital management

The HKMA sets and monitors capital requirements for the Group as a whole.
In implementing current capital requirements the HKMA requires the Group to
maintain a prescribed ratio of total capital to total risk-weighted assets. The Group
calculates requirements for market risk in its trading portfolios based upon the
Group's VaR models and uses its internal gradings as the basis for risk weightings
for credit risk. Banking operations are categorised as either trading book or
banking book, and risk-weighted assets are determined according to specified
requirements that seek to reflect the varying levels of risk attached to assets and
off-balance sheet exposures.

In addition to meeting the regulatory requirements, the Group'’s primary objectives
when managing capital are to safeguard the Group'’s ability to continue as a going
concern, so that it can continue to provide returns for shareholders and benefits
for other stakeholders, by pricing products and services commensurately with the
level of risk and by securing access to finance at a reasonable cost.

Capital managed by the Group to achieve these objectives includes ordinary
share capital, retained profits, other reserves, and non-controlling interests after
deductions for goodwill and intangible assets. It also includes subordinated
liabilities and collectively assessed impairment allowances.
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44. FINANCIAL RISK MANAGEMENT (conTINUED) B 7% B B B 22 ()

(k) Capital management (continued) (k) EXREE @)

The HKMA supervises the Group on both a consolidated basis and a solo-
consolidated basis, which sets capital requirements and receives information of
capital adequacy on a regular basis for the Group as a whole. Individual overseas
branches and banking subsidiaries are directly regulated by respective domestic
banking supervisors, who set and monitor their capital adequacy requirements.
In certain jurisdictions, non-banking financial subsidiaries are also subject to the
supervision and capital requirements of domestic regulatory authorities.

The Group actively and regularly reviews and manages its capital structure to
maintain a balance between the higher shareholder returns that might otherwise
be possible with greater gearing and the advantages and security afforded by a
sound capital position, and makes adjustments to the capital structure in light of
changes in economic conditions.

The process of allocating capital to specific operations and activities is undertaken
by the Asset and Liability Management Committee and is reviewed regularly by the
Risk Management Committee, RIC and the Board.

Consistent with industry practice, the Group monitors its capital structure on the
basis of the capital adequacy ratios and there have been no material changes in
the Group'’s policy on the management of capital during the year.

The capital adequacy ratios as at 31st December, 2015 and 31st December, 2014
are computed on the consolidated basis of the Bank and certain of its subsidiaries as
specified by the HKMA for its regulatory purposes, and are in accordance with the
Capital Rules of the Banking Ordinance.

The Group and its individually regulated operations have complied with all
externally imposed capital requirements throughout the year ended 31st
December, 2015 and 31st December, 2014 and the Group's capital ratios are well
above the minimum required by the HKMA.
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45.FAIR VALUES OF FINANCIAL INSTRUMENTS €T EWNAFEE

(a) Financial instruments carried at fair value

Fair value estimates are generally subjective in nature, and are made as of a specific
point in time based on the characteristics of the financial instruments and relevant
market information. The Group measures fair values using the following hierarchy
of methods:

Level 1 — Quoted market price in an active market for an identical instrument.

Level 2 — Valuation techniques based on observable input. This category includes
instruments valued using: quoted market prices in active markets for similar
instruments; quoted prices for similar instruments in markets that are considered
less than active; or other valuation techniques where all significant inputs are
directly or indirectly observable from market data.

Level 3 — Valuation techniques using significant unobservable inputs. This category
includes all instruments where the valuation technigue includes inputs not based
on observable data and the unobservable inputs could have a significant effect
on the instrument’s valuation. This category includes instruments that are valued
based on quoted prices for similar instruments where significant unobservable
adjustments or assumptions are required to reflect differences between the
instruments.

Fair values of financial assets and financial liabilities that are traded in active
markets are based on quoted market prices or counterparty quotations. For all
other financial instruments the Group determines fair values using valuation
techniques. Valuation techniques include net present value and discounted
cash flow models and various market widely recognised option pricing models.
Assumptions and inputs used in valuation techniques include risk-free and
benchmark interest rates, equity prices, foreign currency exchange rates, index
prices, historical or implied volatilities and correlations. The objective of valuation
techniques is to arrive at a fair value measurement that reflects the price of the
financial instrument that would be received to sell the asset or paid to transfer the
liability in an orderly transaction between market participants at the reporting date.
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45.FAIR VALUES OF FINANCIAL INSTRUMENTS (conTinuep) @t T EMAFEE @

(a) LAFEESIRNEHTA (@)

(a) Financial instruments carried at fair value (continued)

The Group uses widely recognised valuation models for determining the fair value
of common and simpler financial instruments, like interest rate and currency swaps
that use only observable market data and require little management judgement
and estimation. Observable prices and model inputs are usually available in the
market for listed debt and equity securities, exchange traded derivatives and simple
over-the-counter derivatives like interest rate swaps. Availability of observable
market prices and model inputs reduces the need for management judgement
and estimation and also reduces the uncertainty associated with determination of
fair values. Availability of observable market prices and inputs varies depending on
the products and markets and is prone to changes based on specific events and
general conditions in the financial markets.

For more complex instruments, the Group uses valuation models, which usually
are developed from recognised valuation methodologies. Some or all of the
significant inputs into these models may not be observable in the market, and
are derived from market prices or rates or are estimated based on assumptions.
Valuation models that employ significant unobservable inputs require a higher
degree of management judgement and estimation in determination of fair value.
Management judgement and estimation are usually required for selection of the
appropriate valuation model to be used, determination of expected future cash
flows on the financial instrument being valued, determination of probability of
counterparty default and prepayments and selection of appropriate discount rates.

The Group has an established control framework with respect to the measurement
of fair values. This framework includes a valuation control function, namely
Financial Instruments Valuation Group (“FIVG") which comprises control units
independent of front office management. Procedures for price verification have
been established. Any pricing models to be used would be subject to a rigorous
validation and approval process.
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The table below analyses financial instruments, measured at fair value at the end TREATRBERAR - ERAFEBEIR
of the reporting period, by the level in the fair value hierarchy into which the fair ANeMIAEZATFEENEER

value treatment is categorised:

Recurring fair value measurement ERRENATEEER
Assets BE
Trading assets RHRREE 2,216 3,059 - 5335 1,599 1,286 - 2,885
Finandial assets designated at fair value through ~~ EEARBERNRBAT
profit or loss EENEREE 2811 1,459 - 4,336 5,052 3,661 - 8,713
Positive fair value of derivatives TETAREATER - 3,064 3,141 6,205 - 1,983 1,554 3537
Avalable-for-sale financial assets T ECHAE 51,672 #1713 750 93,595 53513 32310 993 86,816
56,825 48,755 3,891 109471 60,164 39,240 2,547 101,951
Liabilities af
Trading liabilties RHRRAE 889 - - 889 " - - 2
Negative fair value of derivatives (T TAMARTER - 3,892 3017 6,909 - 325 1,571 4823
Financial liabilities designated at fair value through B E ABBERNRBAT
profit or loss BENZRER - 18,99 - 18,996 - 22,039 - 22,039
889 22,888 3,017 26,794 21 25291 1571 26,883
During the years ended 31st December 2015 and 2014, there were no significant HZE2015F R2014F12A3181EZFR - 1B
transfers of financial instruments between Level 1 and Level 2 of the fair value BE—RRE-_BOBFTLEETRATEEZ
hierarchy. The Group'’s policy is to recognise transfers between levels of fair value SHMIE  MEZETEEANEY - A5
hierarchy as at the end of the reporting period in which they occur. ENERRERIAERNREHARAFEES
Rz R E R o
Information about significant unobservable inputs in Level 3 valuations FRE=REENEZIFAHR2BER
Unlisted available-for-sale equity instruments Discounted cash flow model Forecasted cash flows and terminal growth rate
FEEMAIHHERNHTA RemmiEs TR SR KR mE R %
Structured derivatives Option model Expected volatility

RBMEITATA HAEAES, FREHRIE
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(a) Financial instruments carried at fair value (continued) (a) AR EETIRENEHT A (5

The fair value of unlisted available-for-sale equity instruments is determined using
the discounted cash flow model and the significant unobservable inputs used in
the fair value measurement are forecasted cash flows and terminal growth rate.
The fair value measurement is positively correlated to the net cash inflows and
terminal growth rate.

The fair value of embedded options in structured derivatives is determined using
option valuation model and the significant unobservable input used in the fair
value measurement is the expected volatility. The fair value of the instrument is
positively correlated to the expected volatility.

Valuation of financial instruments in Level 3 is subject to the same valuation control
framework as described above and reviewed regularly by FIVG.

(1) Valuation of financial instruments with significant unobservable inputs

Movements in the recognised fair values of instruments with significant
unobservable inputs were as follows:

SEEMAHHERN TANQFEEIRE
BERTAERX - MANFEAFEEZE
EEFTEESHERRSRRLRER
X FEQAFEERFRERRRHIERE
=8 EEAEE R -

FEAEBUEITETARZ RABEN R FEE
ERBEHEGERN - MAUAEXFEE
ZBREFAIBRZEEAINE - TR
A E(E S TERHR R 2B EE A AE B R -

EF=RzemTAGERRZA LM E
FfhEE S R SR T AAEFENTEH
iR -

(1) EREZMIFABEZ2E80E/T
Afh{E
BIRT 2 AEEMIABR2ENT
B HAFEEZESHIT

Assets B
At 1st January, 2015 R2015€1 818 1,554 993 2,547
Purchases A - 60 60
Settlements #E (333) (322) (655)
Changes in fair value recognised in the AT EEZEERR

income statement R 1,920 (15) 1,905
Changes in fair value recognised in the other ATEEZHEINE

comprehensive income e G - 75 75
Exchange adjustments TS - (41) (41)
At 31st December, 2015 R2015%12A31H 3,141 750 3,891
Total gains or losses for the year included in RREBERARALEE

available-for-sale fair value reserve of the other MEFAFENEMEE

comprehensive income for assets held at the end Wegs 2 A E AT EE

of the reporting period B s EeE - 75 75
Total gains o losses for the year included in the income ~ AREHLER B A2 A&

statement for assets held at the end of the reporting MEFAEFERAKZRZ

period recorded in net trading income RGWNFE 1,920 - 1,920
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Assets &E
At 1st January, 2014 R2014F1 818 585 1,010 1,595
Purchases BA = 20 20
Settlements #8 (204) (120 (324)
Changes in fair value recognised in the NYEEZHRERR

income statement Wz 1,173 (14) 1,159
Changes in fair value recognised in the AT EEEDERNEM

other comprehensive income 2HEKE - 98 98
Exchange adjustments ME R = (1) (1)
At 31st December, 2014 R2014%12A318 1,554 993 2,547
Total gains or losses for the year included in RBRERERBIHIEZEE

available-for-sale fair value reserve of the other MEst AFEAEMZE

comprehensive income for assets held at the end Wz HHERTEE

of the reporting period Rz REE = 98 %8
Total gains or losses for the year included in the income RBRERERBR/EZEE

statement for assets held at the end of the reporting MEFAFEARERZ

period recorded in net trading income RHWNEFE 1,173 (14) 1,159

Liabilities =11
At st January ®1A1H 1,571 565
Settlements ®wE (336) (185)
Changes in fair value recognised in N EEZBEIRN

the income statement Wik 1,782 1,191
At 31st December R12A31H 3,017 1,571
Total gains or losses for the year included in

the income statement for liabilities held at RREHRERABEZ AR

the end of the reporting period recorded in MEst AEERRRRZ

net trading income RHWNFE 1,782 1,191
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(a) Financial instruments carried at fair value (continued)

(2) Effects of changes in significant unobservable assumptions to reasonably

possible alternative assumptions

(@) UATFEESIBRNESHT A (@)

2 AEEMIABELBRREDES
AT 5 BEBRERMEENTE

Positive fair value of derivatives TETEMEATERE 262 (262) - -
Available-for-sale financial assets R HESREE - - 63 (63)

262 (262) 63 (63)
Negative fair value of derivatives TETEMANTEE 252 (252) - -

Positive fair value of derivatives FTETANMEATEE 130 (130) = =
Available-for-sale financial assets HEESREE - - 83 (83)

130 (130) 83 (83)
Negative fair value of derivatives PIETANAATER 131 (131) = -

The fair values of financial instruments are in certain circumstances, measured
using valuation models that incorporate assumptions that are not supported
by prices from observable current market transactions in the same instrument
and are not based on observable market data. The table above shows the
sensitivity of fair values due to parallel movement of plus or minus 10 per cent

in reasonably possible alternative assumptions.
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(b) Fair values of financial instruments carried at other than fair value

The following methods and significant assumptions have been applied in
determining the fair values of financial instruments presented below:

(i) The fair value of demand deposits and savings accounts with no specific
maturity is assumed to be the amount payable on demand at the end of the
reporting period.

(i) The fair value of variable rate financial instruments is assumed to be
approximated by their carrying amounts and, in the case of loans and
unquoted debt securities, does not, therefore, reflect changes in their credit
quality, as the impact of credit risk is recognised separately by deducting the
amount of the impairment allowances from both the carrying amount and fair
value.

(iii

=

The fair value of fixed rate loans and mortgages carried at amortised cost is
estimated by comparing market interest rates when the loans were granted with
current market rates offered on similar loans. Changes in the credit quality of
loans within the portfolio are not taken into account in determining gross fair
values, as the impact of credit risk is recognised separately by deducting the
amount of the impairment loss and allowances from both the carrying amount
and fair value.

(iv) The fair value of unquoted equity investments is estimated, if possible, using
the applicable dividend discount model, or share of net asset value in the
investment, or applying a discount to the market value of investments with a
lock-up period.

(v) The fair value of unlisted open-ended investment funds is estimated using the
net asset value per share as reported by the managers of such funds.

(vi) The fair value of financial guarantees issued is determined by reference to
fees charged in an arm'’s length transaction for similar services, when such
information is obtainable, or is otherwise estimated by reference to interest
rate differentials, by comparing the actual rates charged by lenders when the
guarantee is made available with the estimated rates that lenders would have
charged, had the guarantees not been available, where reliable estimates of
such information can be made.

The carrying amounts of the Group’s financial instruments carried at cost or
amortised cost are not materially different from their fair values as at 31st
December, 2015 and 2014 except as follows:

B 7% SRR MY AE ()
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(b) Fair values of financial instruments carried at other than fair value
(continued)

(b) LA FEEMUIIFIRNERMT AN
BE @

Financial assets SREE
Held-to-maturity investments BEEHBEE 6,199
Financial liabilities =K
Certificates of deposit issued BEITFHRE 20,820
Debt securities issued BREITEBES 11,058
Subordinated liabilities ZEEE 16,996

6,249

20,831
11,118
17,367

4,309 1,940 -

- 20,831 -
- 11,118 -
- 17,367 -

Financial assets SREE
Held-to-maturity investments BZEEEAE 6,747
Financial liabilities SHAaR%
Certificates of deposit issued BRITERE 29,954
Debt securities issued BEITEBES 14,829
Subordinated liabilities “EAE 17,335

6,734

29,942
14,927
18,192

3,516 3,218 =

= 29,942 =
= 14,927 =
= 18,192 =

Fair value estimates are generally subjective in nature, and are made as of a specific

point in time based on the characteristics of the financial instruments and relevant
market information. The Group measures level 2 fair values using the following

method and there is no change to the valuation technique:

Level 2 — Valuation techniques based on observable input. This category includes
instruments valued using: quoted market prices in active markets for similar
instruments; quoted prices for similar instruments in markets that are considered

less than active; or other valuation techniques where all significant inputs are

directly or indirectly observable from market data.

BEATEEARSTRATHIEN - RRE
EE—RERHMReRTAZSERIAH
MHEMMEL - AEBBEESE KA FE
BERRMATTERMGEEX L EAE

FE_H—EEEXRATBERSEAEE -
LRI TAMMERERA : EERMENE
ATERRENTSER  ERTERZT
BNIE TABHMEWOER  HEMMBER
AMAEEE2HREERR[ZLHTISE
HABEREE -
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46. OFF-BALANCE SHEET EXPOSURES BE& &R UMV EA K

(a) Contingent liabilities and commitments (a) HAEBRAEE

The following is a summary of the contractual amounts of each significant class of BEIAEBRAEFERFINE LSRR
contingent liabilities and commitments: C: 3
Direct credit substitutes BEEEERER 32,679 32,120
Transaction-related contingencies 2 5E @RS AER 1,039 1,118
Trade-related contingencies HE 5 H @RS AER 747 1,016
Commitments that are unconditionally ATEEHEUE M B7A

cancellable without prior notice BB ERE 168,798 170,895
Other commitments with an original maturity HiAENRZIA

—up to 1 year —1FHUAT 15,796 20,640

—over 1 year —1EE 23,421 22,779

242,480 248,568

Credit risk weighted amounts EERRNESE 30,430 28,953
Contingent liabilities and commitments are credit-related instruments which FREBFERAECTHEFEERNIA - 215
include acceptances, letters of credit, guarantees and commitments to extend AUNRHEEENEALEE  FAE  B#RE
credit. The contractual amounts represent the amounts at risk should the MANKIE - GHEEEEESNR TR
contract be fully drawn upon and the client default. Since a significant portion of BREFENRAAERROSHE - BRE
guarantees and commitments is expected to expire without being drawn upon, the HERE RANTIENABL SEEERL
total of the contract amounts does not represent expected future cash flows. REGIAS - SOSEL IR KREFTARKER

ERE e
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46.OFF-BALANCE SHEET EXPOSURES (conTinuep) & = B B3R LMY E B (an)

(b) Derivatives (b) fTETE
(i) Notional amount of derivatives (i) TETENERSHE
Derivatives refer to financial contracts whose value depends on the value of PMTETERER BT HETEESR

one or more underlying assets or indices. EHEEEEEENNBEL

The following is a summary of the notional amounts of each significant type of
derivative for the Group:

SENSETETATZHINEES
BRENT :

Exchange rate contracts Ex&H)
Forwards and futures BRI REE - - 107,585 107,585
Swaps BHRS 4,622 5,598 255,411 265,631
Options purchased BAHE - - 43,050 43,050
Options witten i - - 42,379 42,379

Interest rate contracts FEa#
Forwards and futures RERHRAE - - 981 981
Swaps Y 45,782 231 554,972 623,127

Equity contracts BiAEH
Swaps pecdiiifo g - - 4,017 4,017
Options purchased BEAHE - - 2,901 2,901
Options written S A - - 3,010 3,010
Others it - - 9,329 9,329
50,404 27,971 1,023,635 1,102,010
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Exchange rate contracts Ex&H
Forwards and futures BHERFREE 542 - 52,020 52,562
Swaps HERS - - 364,361 364,361
Options purchased fE A\ htE - - 63,369 63,369
Options written (T BB - - 63,870 63,870

Interest rate contracts FEaH)
Forwards and futures BERFREE - - 689 689
Swaps BHRS 36,726 32,935 230,409 300,070

Equity contracts g
Swaps B85 = - 6,869 6,869
Options purchased BADE - - 3,185 3,185
Options written pratunp: it - = 3,213 3213
Others Hit - - 3,956 3,956
37,268 32,935 791,941 862,144

TETARAREERATTEINE - 7
RFRBRETZETHRE &Y =8k
HEXFMESL - GLTANEESR
EEREHERADRTRORZE -
B TREAAZEBK S o

Derivatives arise from futures, forward, swap and option transactions
undertaken by the Group and the Bank in the foreign exchange, interest rate
and equity markets. The notional amounts of these instruments indicate the
volume of transactions outstanding at the end of the reporting period; they do
not represent amounts at risk.

A EEBERAINEBRHAFEERER
FEERBRIMESTMAT - FLSHTIR
SPASEFRLNTE -

The fair value and credit risk weighted amounts of the aforesaid off-balance
sheet exposures are as follows. These amounts do not take into account the
effects of bilateral netting arrangements.
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46.OFF-BALANCE SHEET EXPOSURES (conTinuep) & = B B3R LMY E B (an)

(b) Derivatives (continued) (b) STETE(#®)
(i) Fair value and credit risk weighted amounts of derivatives (i) TETAZAFEEREERRINE

Exchange rate contracts EEE4)
Forwards and futures ERRH RS 859 1,696 378 497 277 547
Swaps EHRS 1,574 1,590 3,351 729 2,187 2,764
Options purchased fE \EfE 1,403 1,449 2,202 747 739 2,036
Options written i A - 19 762 - 9 524
Interest rate contracts FIEEH
Forwards and futures BERRSHREE 2 - - 1 1 -
Swaps BHR S 2,119 1,932 1,090 1,157 1,162 1,647
Options purchased [Nl - - - = = -
Equity contracts R EH
Swaps BHRS 75 86 69 167 167 419
Options purchased YN 163 12 3N 172 68 228
Options written i B 1 23 86 1 148 109
Others Hity 9 2 760 66 65 113
6,205 6,909 9,069 3,537 4,823 8,387
*  The Bank adopted the Foundation Internal Ratings Based (“IRB") approach according *  RIRCEARMAD - RITERAA EREAES
to Capital Rules for calculating the credit risk weighted amount as at 31st December, FFAREEST E)X |G E 201512 431
2015 and 31st December, 2014. HR2014F12 A31H 2 s E/ER 2 /m R
JIHEZEE °
The tables above give the contractual or notional amounts, fair value and ERINEEEBBEBRAINRGHE LK
credit risk weighted amounts of off-balance sheet transactions. The fair value LETHE  AFEEREERRNES
is calculated for the purposes of deriving the credit risk weighted amounts. o AT EELSARGTEEERBRINE
These are assessed in accordance with the Capital Rules. Fair value represents S ZELHRIRBCERBANIERT
the cost of replacing all contracts which have a positive value when marked to o AT BEIEEEMBERMSEER
market. FTEERERINE EENS KK
Fair value is a close approximation of the credit risk for these contracts as at ATBERERGEHERBZEFANN
the end of the reporting period. The credit risk weighted amount refers to the B EERR - SERBRMNESFELE

amount as computed in accordance with the Capital Rules. RRCEARADETE -
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(iii) Fair values of derivatives designated as hedging instruments
The following is a summary of the fair values of derivatives held for hedging
purposes by product type:

B 7% SRR MY AE ()

(i) FEEAEHPTAZITETANRFEE
RELHhAEZITETANR FEBR
EmREHENT

Exchange rate contracts EX&H - - - -
Interest rate contracts FIEEH an 249 361 153
1 249 361 153

(@) Cash flow hedges
The Group's cash flow hedge principally consists of foreign exchange
contracts that are used to hedge against the variability in cash flows of
certain debt securities subject to foreign exchange rate movement.

At 31st December, 2015 and 2014, the net fair value of derivatives held as
cash flow hedges was insignificant.

The time periods in which the hedged cash flows are expected to occur
and affect the consolidated statement of comprehensive income are as
follows:

(a) B
AEEZRERE P EZBREINE
B4 BIERRENE TRINEE
KRBT ER S RUENEBES ©

R20155F12 A31H K2014FR A -
RAEERASRE R ZITETAN
DFEEFELTERK

FEREAERARIAER 2
ERBEHSHENHELT ¢

At 31st December, 2015 R2015%12A31H
Cash inflows from assets REEEMBRSRA
Cash outflows from liabilities KBEABHNELRH
Net cash inflows FRERA

At 31st December, 2014 ®2014%12A318
Cash inflows from assets REEENRERA
Cash outflows from liabilities REBEMRERT

Net cash inflows FRBMA

- 894 194
- 894 194
= 129 610
= 129 610
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46.OFF-BALANCE SHEET EXPOSURES (conTinuep) & = B B3R LMY E B (an)

(b) Derivatives (continued)
(iii) Fair values of derivatives designated as hedging instruments (continued)

(b) Fair value hedges
The Group's fair value hedge principally consists of interest rate swaps that
are used to protect against changes in the fair value of fixed rate long-
term financial instruments due to movements in market interest rates.

At 31st December, 2015, the net fair value of such interest rate swaps
was HK$162 million (2014: HK$208 million) comprising assets of HK$411
million (2014: HK$361 million) and liabilities of HK$249 million (2014:
HK$153 million).

(iv) Remaining life of derivatives
The following table provides an analysis of the notional amounts of derivatives
of the Group by relevant maturity grouping based on the remaining periods to
settlement at the end of the reporting period.

(b) STET A

(i) FERLHPTAZITETANRFEE
(&)
(b) 2 FEEH
AEENRFEEL TR BIEF
Kig ) REARREZ TS E
REMyERMEREMTANR
FEEZD -

R20154 128318 » ZSHxRig
A FEEFEABE1.62(8T
(20144 : ##2.08(87T) © BIEE
EAB411ETT(201445F « B#3.61
Bt) RAEBE24918 T (2014
& ¢ A1 53(85T) ©

(iv) PTET A Z FIEAHAR
TROMERE HER AR EBIBED
HHREE RIS EE R EREITAET
AMZESHEE -

Interest rate derivatives FRfTETE 464,365 152,323 7420
Currency derivatives EEfATA 398,757 68,046 994
Other derivatives EffTETA 8,983 112 -

187,504 103,463 9,792 300,759

423816 118,327 2,018 544,161
8,531 8,693 = 17,204

872,105 21,491 8414

619,851 230483 11,810 862,144
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(c) Capital commitments () BEAEIE
Capital commitments outstanding at 31st December and not provided for in the 12 A31 B RERHE I R IE B 7% R 1R B
financial statements were as follows: EHENEREEMT -

Expenditure authorised and contracted for ERAESHTEEN 228 181
Expenditure authorised but not contracted for B HARED 153 41
381 222
(d) Operating lease commitments (d) REHESEE
At 31st December, 2015, the total future minimum lease payments under non- M2015F12A318 « ENAI RS EHE
cancellable operating leases are payable as follows: A RRREENBEFIEEELT

Properties ES
Within one year 1E AR 573 554
After one year but within five years 1FE5FR 863 926
After five years SEEPAfE 129 178
1,565 1,658
Equipment B
Within one year 1EAR 8 8
After one year but within five years 1EE55R 16 13
24 21
The Group lease certain properties and equipment under operating leases. The REBNUKRLHEETLABAETYEMR
leases run for an initial period of one to twenty five years, with an option to renew f# - MEFHHI1FZ255F @ FIHIAKATBHE
the lease when all terms are renegotiated. Lease payments are usually adjusted WEEMEGERAS BENAESRETE
annually to reflect market rentals. None of the leases includes contingent rentals. FRBARRTEES - AEENL 2T

HERE -
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47.NOTES ON CONSOLIDATED CASH FLOW STATEMENT #HRaBRE&RaRME

(a) Purchase of subsidiaries (a) WEBMIEB A A
Net assets acquired EBAFEE
Cash and balances with banks and other e RIFRITNE M B
financial institutions BT - -
Advances and other accounts less provisions Bk EE 2 B R E AR - 7
Fixed assets EEEE - 1
Current taxation REARI - -
Other accounts and provisions HARIE R R - @
- 6
Goodwill arising on consolidation BRI ARELNTE 1 17
Total purchase price KRS FREAE 1 23
Less: Cash and cash equivalents acquired B BANBEERERELER - =
Cash flow on acquisition net of cash acquired EHREBARSHRER 1 23
(b) Cash and cash equivalents (b) RERZERREIHA
(i) Components of cash and cash equivalents in the consolidated cash flow () EHRERERERANRESRERREE
statement B eARE D

Cash and balances with banks and other financial B RERITMEM S FEE

institutions BEETF 42,983 36,575
Placements with banks and other financial institutions JRAEARR 2318 B A REET R
with original maturity within three months Hih & BiE s 61,823 26,357
Treasury bills with original maturity within JRAHAR A31E A AR
three months EfEH 4,862 6,697
Certificates of deposit held with original JRAEAR B3R AR Z F B #
maturity within three months FRE 1,125 1,682
Debt securities with original maturity within JRAHAR A31E A AR
three months BEIBES - 675
Add: Cash and balances with banks and m: eEESEELEEE]
other financial institutions included in (H1at56) MR & RAERT
“Assets held for sale” (Note 56) FMHEM S REENET 173 -

110,966 71,986
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(i) Recondiliation with the consolidated statement of financial position (i) ERARA B R AR R 2R B T AR

Cash and balances with banks and other financial

Re RERTRAMSBEED

institutions (Note 24) T (fi7t24) 69,122 70,358
Placements with banks and other financial TESRIT R E A 2 B 077 30
institutions (Note 25) (H#25) 80,828 50,769
Treasury bills, certificates of deposit held and debt ~ BlE&% - HEFRER
securities BBES
— trading assets (Note 27) —ROBBEEM27) 3,990 1,489
— designated at fair value through profit or loss —ETABRBBENRBRATEE
(Note 28) (Hi7#28) 3,886 8,287
— advances and other accounts (Note 29(a)) —RRREMIRIE(H7£29() 1 17
— available-for-sale (Note 30) — A& (f73730) 90,284 83,648
— held-to-maturity (Note 37) —REREA#31) 6,199 6,747
104,360 100,288
Cash and balances with banks and other financial BIEEIFAELEEE I (H:7#56)8
institutions included in “Assets held for sale” Re RERTNEME BEIEN
(Note 56) ol 173 -
Amounts shown in the consolidated statement of A B R IR
financial position ©5 254,483 221,415
Less: Amounts with an original maturity of beyond  J& : [RZNHARE 4318 A LA EAT
three months ol (117,378) (115,646)
Cash balance with central bank subject to SIRE PR B AT RERTTHY
regulatory restriction ReiF (26,139) (33,783)
Cash and cash equivalents in the consolidated EGRAReRMERANAE R
cash flow statement ZRIESIER 110,966 71,986
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48. ASSETS PLEDGED AS SECURITY F{EIREMNEE

The following assets have been pledged as collateral for own liabilities at the end
of the reporting period.

NBEERERE - UTEERERIERFE

[Ew&zRiiln i

Secured liabilities BEAEE 6,577 6,534

Assets pledged: EHREE
Advances to customers and other accounts EE#HR R EMIRE 687 1,036
Available-for-sale financial assets L ESREE 5,919 5,822
Held-to-maturity investments BEIHIRE 155 733
6,761 7,591

The following balances with banks have been pledged as collateral for securities
borrowings and margin deposits of derivatives.

ATHRITHESRERIEESFEERITAETA

HRIzG 2 HMm -

Cash collateral for borrowed securities REERFEENRSERR - 49

Margin accounts for open futures and forward RERY S RRIA LR
contracts FREFP 2,262 1,644
2,262 1,693

These transactions are conducted under terms that are usual and customary to
standard lending and securities borrowing and lending activities.

ISR 5 2 R =R
EFEERZFET °

—RREBREGRR
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49.LOANS TO DIRECTORS AND ENTITIES CONNECTED WITH DIRECTORS
EERHEEERHEEERNERK

The aggregate of loans to directors of the Bank and entities connected with RARCA AERHI ) E383(1)(d) RS R B (HE
directors disclosed pursuant to Section 383(1)(d) of the Companies Ordinance and EEMEERRBDEITHRE - NTEER
Part 3 of the Companies (Disclosure of Information about Benefits of Directors) HEEHESEE EREERENT

Regulation, are as follows:

Aggregate amount of relevant loans outstanding HAEZN12A318E
at 31st December iR e
By the Bank BIRITES 1.834
By subsidiaries A B A A 123
1,957
The maximum aggregate amount of relevant loans FENEBAERZ
outstanding during the year RmiERIETE
By the Bank HIRTIE 2,621
By subsidiaries =l ENGI L 137
2,758
There was no interest due but unpaid nor any impairment allowance made against 20155124318 - RBBERENTS -
these loans at 31st December, 2015. MABEHZEERIEREER -
Loans to Officers TRABERK
For 2014, the aggregate of loans to officers of the Bank disclosed pursuant to 1E20144F + RIRCA RHEBIHTR 115878145 -
Section 78 of Schedule 11 to the Companies Ordinance, with reference to Section WRRATEACR AGRBINE32E) F161B1&
161B of the predecessor Hong Kong Companies Ordinance (Cap. 32), is as follows: FE - NMTITHA B 2 EFAAREIEEIT ¢
Aggregate amount of relevant loans outstanding HEERR12A3188
at 31st December iR e
By the Bank RIRITES il, 855
By subsidiaries NG e 156
2,091
The maximum aggregate amount of relevant loans FENERERZ
outstanding during the year Rk RERE
By the Bank HIRTIE 6,158
By subsidiaries NGl 256
6,414
There was no interest due but unpaid nor any impairment allowance made against R2014F12 A318 » 2B BHFENTE

these loans at 31st December, 2014. AR EZEERERELERE -
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50. MATERIAL RELATED PARTY TRANSACTIONS B A THE XX 5

(a) Key management personnel remuneration
Remuneration for key management personnel of the Group, including amounts
paid to the Bank’s directors as disclosed in Note 21 and certain of the highest paid
employees as disclosed in Note 22, is as follows:

(a) TEEEASH M

AEBEZEETEABHH - B RIEENE
N RET B FAITES REM E227 7
BEXNFAITE TR FHHEESHSEN
T

Short-term employee benefits KEHIEEREA 110 114
Post-employment benefits & BRKET 6 6
Equity compensation benefits Wt FEEAER 22 24

138 144

(b) The Group maintains certain retirement benefit schemes for its staff as per Note
2(qg)(iii). In 2015, the total amount of contributions the Group made to the
schemes was HK$169 million (2014: HK$159 million).

The Group enters into a number of transactions with the Group’s related parties,
including its associates, and key management personnel and their close family
members and companies controlled or significantly influenced by them. The
transactions include accepting deposits from and extending credit facilities to
them. All interest rates in connection with the deposits taken and credit facilities
extended are under terms and conditions normally applicable to customers of
comparable standing.

The interest received from and interest paid to the Group's related parties for the
year, outstanding balances of amounts due from and due to at the year end, and
maximum outstanding balance of amounts due from and due to them during the
year are aggregated as follows:

(b) NEESER B EMHE TRIMRERS - X

BRI TE2(q)i BT’ - M2015F A » A&
SN E R BB RE1.69187T(2014
4 B¥1 59180T) °

AEBEEBBATETZERS  ZEA
TEFEHEAR  REIETHRARREER
BB REZEALZEGRAEEAYE
NIRRT - ZERHBEEZZEALER
EAMFAREEE - MEFERAREENH
X GRRE T —RABE KT R EGEK

M20154F - N5 B {E RRR A £ P URER B2 <2 A<
FARF S - RFE20156128318 - B
ATHRARREEATORE  REFE
A BB HS A B e R K B R e A - O 5 = K
TEIRABAEAT

Interest income FERA 104 87
Interest expense FEX I 37 61
Amounts due from A AL BIRK 5,836 4,613
Amounts due to R AT HFR 3714 4,721
Maximum amounts due from B A ISR E R 8323 9,572
Maximum amounts due to RN LR RE A 9419 8,529

Committed facilities to LY EE®RHE 3,400 6,371

353

79
16,093
1,874
24,982
1,951
2,316

723 17 12
88 - =
22,690 743 617
1,804 95 96
26,848 853 1,494
2,731 904 1,093
861 290 421
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The Bank has adopted Staff Share Option Schemes whereby the Board may at its
discretion grant to any employees of the Group, including Executive Director and
Chief Executive, options to subscribe for ordinary shares of the Bank. All options
were granted for nil consideration.

(a) Particulars of share options

RITFRMNEE R BIREE S M
BHRBETAREZEMAES - BENT
EERTHAE  ARBATEBRERD -

FiB AR AR B AT B«

(a) RRIEFE

06/7/2010

05/5/2011(T1)
05/5/2011(T2)
05/5/2011(T3)
10/5/2012(T1)
10/5/2012(T2)
10/5/2012(T3)
03/5/2013(T1)
03/5/2013(T2)
03/5/2013(T3)
02/5/2014(T1)
02/5/2014(12)
02/5/2014(T3)
04/5/2015(T1)
04/5/2015(T2)
04/5/2015(T3)

06/7/2010-05/7/2011
05/5/2011-04/5/2012
05/5/2011-04/5/2013
05/5/2011-04/5/2014
10/5/2012-09/5/2013
10/5/2012-09/5/2014
10/5/2012-09/5/2015
03/5/2013-02/5/2014
03/5/2013-02/5/2015
03/5/2013-02/5/2016
02/5/2014-01/5/2015
02/5/2014-01/5/2016
02/5/2014-01/5/2017
04/5/2015-03/5/2016
04/5/2015-03/5/2017
04/5/2015-03/5/2018

06/7/2011-06/7/2015
05/5/2012-05/5/2017
05/5/2013-05/5/2018
05/5/2014-05/5/2019
10/5/2013-10/5/2018
10/5/2014-10/5/2019
10/5/2015-10/5/2020
03/5/2014-03/5/2019
03/5/2015-03/5/2020
03/5/2016-03/5/2021
02/5/2015-02/5/2020
02/5/2016-02/5/2021
02/5/2017-02/5/2022
04/5/2016-04/5/2021
04/5/2017-04/5/2022
04/5/2018-04/5/2023

28.49
32.00
32.00
32.00
28.99
28.99
28.99
31.40
31.40
31.40
32.50
32.50
32.50
34.15
34.15
34.15
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51.EQUITY COMPENSATION PLANS (conTinueD) BRDf{EETE] ()

(b) Movement of share options during the period (b) HANR R FE 2 2 &)

06/7/2010 28.49 3,440,000 - 3,440,000 - -
05/5/2011 T 32.00 1,930,000 - 50,000 - 1,880,000
05/5/2011 T2 32.00 1,930,000 - - - 1,930,000
05/5/2011 LE] 32.00 1,940,000 - - - 1,940,000
10/5/2012 T 28.99 1,264,000 - 100,000 - 1,164,000
10/5/2012 T2 28.99 1,264,000 - 100,000 - 1,164,000
10/5/2012 T3 28.99 1,940,000 - 768,000 - 1,172,000
03/5/2013 T 31.40 1,880,000 - 666,000 - 1,214,000
03/5/2013 T2 31.40 1,880,000 - - - 1,880,000
03/5/2013 T3 31.40 1,890,000 - - - 1,890,000
02/52014 T 32.50 1,992,000 - 50,000 - 1,942,000
02/52014 T2 32.50 1,992,000 - - - 1,992,000
02/5/2014 3 32.50 2,003,500 - - - 2,003,500
04/5/2015 T 34.15 - 2,030,000 - - 2,030,000
04/5/2015 T2 34.15 - 2,030,000 - - 2,030,000
04/5/2015 T3 34.15 - 2,040,000 - - 2,040,000
Total #58 25,345,500 6,100,000 5,174,000 - 26,271,500

05/5/2009 21.25 435,000 = 435,000 = =
06/7/2010 28.49 3,600,000 = 160,000 = 3,440,000
05/5/2011 T 32.00 1,930,000 = = = 1,930,000
05/5/2011 T 32.00 1,930,000 = = = 1,930,000
05/5/2011 13 32.00 1,940,000 = = = 1,940,000
10/5/2012 T 2899 1,830,000 = 566,000 = 1,264,000
10/5/2012 iV 28.99 1,930,000 = 666,000 = 1,264,000
10/5/2012 13 2899 1,940,000 = = = 1,940,000
03/5/2013 T 31.40 1,880,000 = = = 1,880,000
03/5/2013 T 31.40 1,880,000 = = = 1,880,000
03/5/2013 E] 31.40 1,890,000 = = = 1,890,000
02/52014 T 32.50 = 1,992,000 = = 1,992,000
02/52014 T 32.50 = 1,992,000 = = 1,992,000
02/5/2014 13 32.50 = 2,003,500 = = 2,003,500
Total 258 21,185,000 5,987,500 1,827,000 = 25,345,500
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(c) No share options were cancelled during the years ended 31st December, 2015 and () & %2015 124318 k2014412 A31 H4

2014. E RN RIRAER S ©
(d) Details of share options exercised (d) BTERREFES

February 2 A 05/5/2009 - 420,000
March 35 06/7/2010 1,040,000 -
10/5/2012 (T1) - 566,000
03/5/2013 (T1) 666,000 -
April 47 06/7/2010 450,000 -
May 54 05/5/2009 - 15,000
06/7/2010 1,450,000 -
10/5/2012 (T1) 50,000 -
June 6 5 06/7/2010 500,000 -
05/5/2011 (T1) 50,000 -
10/5/2012 (T1) 50,000 -
10/5/2012 (T2) 100,000 -
10/5/2012 (T3) 100,000 -
02/5/2014 (T1) 50,000 -
August 84 06/7/2010 - 160,000
10/5/2012 (T2) - 666,000
10/5/2012 (T3) 668,000 -
5,174,000 1,827,000

52.NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD BEFRABEMNMEHERABNEH

After the end of the reporting period the directors declared a second interim EENMEPERBERIREE ZIRFHR
dividend. Further details are disclosed in Note 19(a). B o HIBEEEMTE19FREE -
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53. ACCOUNTING ESTIMATES AND JUDGEMENTS &:t{hst & 2

The preparation of financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of these financial
statements and the reported amounts of revenues and expenses for the years
presented. Changes in assumptions may have a significant impact on the
financial statements in the periods where the assumptions are changed. The
application of assumptions and estimates means that any selection of different
assumptions would cause the Group’s reporting to differ. The Group believes
that the assumptions that have been made are appropriate and that the financial
statements therefore present the financial position and results fairly, in all material
respects.

Management discussed with the AC the development, selection and disclosure of
the Group's significant accounting policies and estimates and the application of
these policies and estimates.

(a) Key sources of estimation uncertainty

Notes 34, 39 and 45 contain information about the assumptions and their risk
factors relating to goodwill impairment, fair value of share options granted and fair
values of financial instruments. Other key sources of estimation uncertainty are as
follows:

(i) Impairment losses

Loans and advances

Loan portfolios are reviewed periodically to assess whether impairment losses
exist. The Group makes judgement as to whether there is any objective
evidence that a loan portfolio is impaired, i.e. whether there is a decrease
in estimated future cash flows. Objective evidence for impairment includes
observable data that the payment status of borrowers in a group has adversely
changed. It may also include observable data that correlate with defaults
on the assets in the Group. 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
similar credit risk characteristics. Historical loss experience is adjusted on the
basis of the current observable data. Management reviews the methodology
and assumptions used in estimating future cash flows regularly to reduce any
difference between loss estimates and actual loss experience.

Available-for-sale financial assets and held-to-maturity investments

The Group determines that available-for-sale financial assets and held-to-
maturity investments are impaired when there has been a significant or
prolonged decline in the fair value below its cost. The determination of when
a decline in fair value below its cost is not recoverable within a reasonable
time period is judgmental by nature, so profit and loss could be affected by
differences in this judgement.

FEREA KRB N RRE - EREBAE
HETRZERBHRROBE Y - HAERE
ENRABZERNKARABEERBERERY
BofEANEE - ABTAELE THIRE
FERABARXZ iz BAZ BN IR
E o MAKBEUZERR - EAIEEER
BHNERRNMBRRELEATLE - &F
Rt E TR ERZMGTBERAREZHRE
SEMTR - EREEERATE - A5E
RREFELEEZRE - MAKBENT B R
RIGRE DT i RRE B B ANZEAR -

EEECEERZE RN AN AREER
SRR RAEFTROBIE - BEBAHE - UK
ZEBRAME RO

(a) I PRERZNEZRR

Mi3E34 « 39M45F M B AEERE ERT
RENAFEENERIANATFEENR
BRERBEE - At T EEREZMNEME
ZHRLAT -

(i) mEEKX

AEEETERRAEFAS - AFFHR
BERARERFE - AKERZHERS
FEMNEEERAIAERAERECER
AE - BMEE IR IRA PR A o R
EXEREEREERAGBNITER
BEREE NN LR Y -
ZEERBEARBNTRTEESEMN
RER - EEIEEREEABORERE
NEBEREHE  EeRESETHEZS
AENEERRSERE ZEENNIE
BRER - UEFTERRRBEDR - K
ERAERINBAINATBRRENSE
AL AR - EIRE IS E iRt AU
AR RN B RETTAMBRER » (TR
DEFHEREERIBANESR -

R ELHEERFTEEHRE

HEAHHESREERSEIMREDN
AP EERRERIFEMEREKA - &
SENAEZEEERKRECRE - A
SEAHAFEEENKANEEEE
—BR A R A R UL B 48 B R AR 1
B A e =R RS AMTE -
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Valuation of financial instruments

The Group's accounting policy for valuation of financial instruments is included
in Note 2. The fair value of the financial instruments is mainly based on the
guoted market price on a recognised stock exchange or a price quoted from
a broker/dealer for non-exchanged traded financial instruments. The fair value
of collateralised debt obligations is based on bid prices quoted by reputable
brokers and has been carefully assessed for reasonableness by management.
The fair value of a Special Investment Vehicle (“SIV") is based on its net asset
values as provided by the SIV’'s manager.

(b) Critical accounting judgements in applying the Group’s accounting
policies
Certain critical accounting judgements in applying the Group’s accounting policies

are described below:

@)

Held-to-maturity investments

The Group classifies non-derivative financial assets with fixed or determinable
payments and fixed maturity and where the Group has a positive intention
and ability to hold to maturity as held-to-maturity investments. In making
this judgement, the Group evaluates its intention and ability to hold such
investments till maturity.

If the Group fails to hold these investments to maturity other than for certain
specific circumstances, the Group will have to reclassify the entire portfolio of
held-to-maturity investments as available-for-sale, as such class is deemed to
have been tainted.

This would result in held-to-maturity investments being measured at fair value
instead of at amortised cost.

Recognition of deferred tax assets

The Group recognises deferred tax assets only to the extent that it is probable
that future taxable profits will be available against which the asset can be
utilised. Estimates and judgements are applied in determining the amount of
future taxable profits and the probability that such future taxable profits are
available in the foreseeable future to support recognition of the deferred tax
assets. The Group uses all readily available information, including estimates
based on reasonable and supportable assumptions and projections of revenue
and operating costs, in determining future taxable profits. Changes in these
estimates could significantly affect the timing of deferred tax asset recognition
and the amount of asset recognised.

(ii)

B 7% SRR MY AE ()

ERTAMMGE
AEEHSH T AGBENS BRI
RHfEE2 - @M TANAFEEIZRE
RAIZ X HPFTHITSMIE - HEIEER
SERZHeMIAME « BIREL
B/ ZHEMRE - EHEREFHR
FEEARRERIFNKLCREABRHE
BE REEHEERE/NOFEEEE
o FRRE T ANRAFEERRER
PERAETAZERAMBERZTANE
EFE -

(b) AEEEASTBRNERS

REBRBEARRNE TEZ S HE0
T

(i)

(ii)

FEIHKRE

AER B R A B E 2 Y e RE (N R AN
BEZHE - URAKERRENER
RENFAZINHENETESRE
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RENFAZFREZEMA -

BETRERERIN ERKERERE
ZERERTEMA - AEEEHEER
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54. COMPARATIVE FIGURES LtE & F

To better reflect the nature of periodic payments and receipts arising from
interest rate contracts, such payments and receipts arising from interest rate
contracts which are qualifying hedging instruments for or individually managed
in conjunction with interest bearing financial assets are first netted together and
then combined with the interest income from the corresponding financial assets.
Similarly, payments and receipts arising from interest rate contracts which are
qualifying hedging instruments for or individually managed in conjunction with
interest bearing financial liabilities are also first netted together and then combined
with the interest expense from the corresponding financial liabilities.

The net payments and receipts arising from interest rate contracts other than the
above are included in net trading profits.

Certain 2014 comparative figures have been restated to conform to current
year's presentation. Please refer to Consolidated Income Statement, Consolidated
Statement of Changes in Equity, Notes 5, 6, 8, 11, 23 and 42 for the effect of
restatement.

REABRBREBFERE N2 ERZH RIK
AREE  (ERHEERBEENSBEIHT
A A ERI AT S SR E E KR EIEAH
RENMEENT HRBAELEE - 58
HEAESREEELNMBBAGH - [
it ERGEERBENAREINTAR
AERET S eRAEXRAERNNES
WFTEAM S HRBRA BRI - FRER
RSB REEENFEHA6

KBt 2 FRAHEFHREA
AIBIVER 5% F

ET2014FNEBRBFREERATEARE
ERNZ28H5R - F2HEAKER - Ak
BEFK - MIFES 68 11 23R425FT
MEEHRTE -

55.POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS ISSUED

BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 31ST DECEMBER, 2015

EEHZ2015F 12831 B IEFEFE 2B RERNIERT ~

CENREBRELEN RS

Up to the date of issue of these financial statements, the HKICPA has issued a
few amendments and new standards which are not yet effective for the year
ended 31st December, 2015 and which have not been adopted in these financial
statements. These include the following which may be relevant to the Group.

Annual improvements to HKFRSs 2010-2014 cycle

FEE(EBUBFIREEL) 2R IA20102 2014185

Amendments to HKFRS 10 and HKAS 28, Sale or contribution
of assets between an investor and its associate or joint venture

RIEEKE B BIREERDE 1058 R« B S 4R )E 2855 [ 1R & & A& A Rk
BECEZRNEEHREIRA

Amendments to HKFRS 11, Accounting for acquisitions of interests in joint operations

RIETK BB B REERDE 15 REE S SR B 2 @R

Amendments to HKAS 1, Disclosure initiative

RIERKE B GRTERDE 157 KR+ E ]

Amendments to HKAS 16 and HKAS 38, Clarification of acceptable methods of depreciation
and amortisation

RIERKE B GTERDE 165 (BB 4R )F 385 BB E M H 2 AIER 7%

HKFRS 15, Revenue from contracts with customers

(BERBHEE)NFE 155 HEF 2 Me)E REEMNKA

HKFRS 9, Financial instruments

(BRENBRETEANFOR ERTA]

HEREWBRRZ2EMBE - 55/
ABEMEM T ZEEET RFER  BREE
IR RN ZE2015F 12 A31 B L €5
FREMARER - B A L 5 B 75 3R
3R o AIREEIANERE A B 2 S ET AT AERILA T o

1st January, 2016
2016F1A1H

1st January, 2016

2016F1 A 1H
1st January, 2016
2016F1 H1H
1st January, 2016
201651 A1H

1st January, 2016
2016F1 A 1H
1st January, 2018
2018F1A1H
1st January, 2018
2018F1R1H
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The Group is in the process of making an assessment of what the impact of these
amendments is expected to be in the period of initial application. So far it has
concluded that the adoption of them is unlikely to have a significant impact on the
consolidated financial statements except for the following:

HKFRS 9, Financial Instruments
The main changes to the requirements of HKAS 39 are summarised below.

All financial assets are classified into two measurement categories: amortised cost
or fair value on the basis of both an entity’s business model for managing groups
of financial assets and the contractual cash flow characteristics of the individual
assets. These two categories replace the four categories under the current HKAS
39, Financial instruments: Recognition and Measurement.

Financial assets are measured at fair value through profit or loss, if they do not
meet the criteria specified for measurement at amortised cost or if doing so
significantly reduces or eliminates an accounting mismatch. An entity has the
option to designate all subsequent changes in fair value of an equity instrument
not held for trading at fair value through other comprehensive income with no
recycling of gains or losses to the income statement. Dividend income would
continue to be recognised in the income statement.

Financial assets which contain embedded derivatives are to be classified in their
entirety either at fair value or amortised cost depending on whether the contracts as
a whole meet the relevant criteria under HKFRS 9.

HKFRS 9 retains all the existing requirements for derecognition of financial
instruments and most of the requirements for financial liabilities, except that
for financial liabilities designated under the fair value option other than loan
commitments and financial guarantee contracts, fair value changes attributable
to changes in own credit risk are to be presented in the statement of other
comprehensive income, and are not subsequently reclassified to income statement
but may be transferred within equity.

The new impairment methodology in HKFRS 9 replaces the “incurred loss”
model in HKAS 39 with an “expected credit loss” model. Under HKFRS 9 it is not
necessary for a credit event to have occurred before credit losses are recognised.

The Group is presently studying the implications of applying HKFRS 9 but it
is impracticable to quantify its effect as at the date of publication of these
consolidated financial statements.
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56.ASSETS HELD FOR SALE HFE{EHESE

(a) The assets and liabilities of the disposal group held for sale is summarized () HAFHE ZHEARNEENE B

below: 2T
ASSETS BE
Cash and balances with banks and other financial institutions 34 & fE$R1 TR ELfth & RiMHE RO 4577 173
Placements with banks and other financial institutions IR KA R BRI 35
Advances to customers and other accounts BE#H R EMERE 598
Fixed assets (Note 35) BEEEENZE35) 8
— Investment properties —REME -
— Other property and equipment U IEYE T 8
Goodwill and intangible assets (Note 34) EBRENEE(H734) 2
Deferred tax assets (Note 36(b)) RER B EE (H17736(0) 5
Assets held for sale BEEHERE 821
LIABILITIES 8
Deposits and balances of banks and other finandial institutions #8717 &z H.fh & R E BT 00 2 4564 40
Current taxation ANERFRIE 1
Other accounts and provisions HARIE R 184
Liabilities held for sale (Note 37(b)) BEELEBEHF370) 225

On 23rd October, 2015 the Bank entered into an agreement to sell its wholly-
owned subsidiary, Tung Shing Holdings Company Limited (“Tung Shing”)
to SinoPac Securities (Cayman) Holdings Limited (“SPSC”). In addition, the
Bank has entered into an agreement with SinoPac Securities Corporation
(“SinoPac Securities”) for the disposal of all the issued shares in BEA Wealth
Management Services (Taiwan) Limited (“BEA Wealth Management”) through
the merger of BEA Wealth Management with SinoPac Securities. Both SinoPac
Securities and SPSC are wholly-owned subsidiaries of SinoPac Financial
Holdings Company Limited (“SinoPac”), which is listed on the Taiwan Stock
Exchange (2890.TT).

The considerations of the sales were determined after arm’s length
negotiations between the Bank and SinoPac. The sale transaction of Tung
Shing requires regulatory approval from the Securities and Futures Commission
of Hong Kong and the Financial Supervisory Commission of Taiwan (“FSC"),
while the disposal of BEA Wealth Management requires approval from the FSC
and the Investment Commission of the Ministry of Economic Affairs in Taiwan.

Up to 15th February 2016, the transactions have still to be approved by the
relevant regulatory authorities. The subsidiaries are classified as assets held for
sale in the financial statements.

20156 10A238 + ATEKE S F % (F
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R RMEE(E)
(b) Assets held for sale (Note 29(a)) (b) HEELHEEEH7296)
Disposal group held for sale FEEHERAR 821
Other properties and loans HinmERER 134
955
Liabilities held for sale (Note 37(b)) BEELEREWH370))

Disposal group held for sale FAEH SR 225
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AEEERETMBERH

The following information is disclosed as part of the accompanying information
to the financial statements and does not form part of the audited financial
statements.

The preparation of supplementary financial information is in accordance with the

Banking (Disclosure) Rules and consolidated supervision arrangement approved by
HKMA.

(1)CAPITAL ADEQUACY EXRFE

AT BN E R R BN SRR S E
B B EFE XM B RE 2 8D °

il BERERBURITE(RE) R
AP ERZENGREEER -

Capital base AR
— Common Equity Tier 1 capital —LmRE—RAER 61,571 53,424
- Additional Tier 1 capital —EIN—HE R 7,210 2,835
— Total Tier 1 capital —— BB 68,781 56,259
— Tier 2 capital — B 17,703 19,197
- Total capital —BARYEE 86,484 75,456
Risk weighted assets by risk type B i =R
~ Credit risk —EERRE 458,920 410,891
- Market risk —TiSRR 17,231 13,355
— Operational risk — 2B 30,553 29,687
506,704 453,933
Less: Deductions L 0% (3,018) (2,479)
503,686 451,454

TRBE—REALE
— AR
BERLE

Common Equity Tier 1 capital ratio
Tier 1 capital ratio
Total capital ratio

12.2 11.8
13.7 12.5
17.2 16.7

Capital adequacy ratios were compiled in accordance with the Capital Rules issued
by the HKMA. In accordance with the Capital Rules, the Bank has adopted the
foundation internal ratings-based approach for the calculation of the risk-weighted
assets for credit risk and the internal models approach for the calculation of market
risk and standardised approach for operational risk.

AARFRLLETDRESE RATAMKCERR
ADEE - RIBCERRAD - AITREBRS
[ERABFREEFEL HEERERRZ
EmERINEEE  [ABEXAERIGFETS
[ R R EOE [FHE 2R -
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The basis of consolidation for regulatory purposes is different from the basis of
consolidation for accounting purposes. Subsidiaries included in consolidation for
regulatory purposes are specified in a notice from the HKMA in accordance with
Section 3C of the Capital Rules. Subsidiaries not included in consolidation for
regulatory purposes are non-financial companies and the securities and insurance
companies that are authorised and supervised by a regulator and are subject
to supervisory arrangements regarding the maintenance of adequate capital
to support business activities comparable to those prescribed for authorised
institutions under the Capital Rules and the Banking Ordinance. The Bank’s
shareholdings in these subsidiaries are deducted from its Tier 1 capital and Tier 2
capital subject to the thresholds and transitional arrangements as determined in
accordance with Part 3 and Schedule 4H of the Capital Rules respectively.

The list of subsidiaries that are not included in consolidation for regulatory
purposes are:

AEBERBEAYBER (&)

REEEREZFAEREFE AR ZE
BERETHERN - BREREEERSEL
MERRDIRESE RIRCE AR R DEICH
FrBm R BAAZIE - NEEESFAERA
FEERBRMB AR RIESBMBRRUR
ERENE - EERBRENESRRRA
A HRE QR BHERS RABAUIFE
EEPNEE R BERREANELRR
D RCERITEREDD A & RS 2 AR -
AIRZE A AR R IR(EARRADE I
Pt 2 PR AR E DA e i SR AH P 2 385 1
RHHSFT BRI — MR —REARHE -

AT 2 AR RIS R E AR 25
ARtHA :

Abacus (Nominees) Limited

Nominee company

FRREAR
Abacus Business Consultants Sdn. Bhd. Dormant
TEE
Abacus Company Administration Sdn. Bhd. Corporate director and secretarial services
ENEEEEE RWE RS
Abacus Share Registrars Ltd Name reservation
EHHESEDERAT NG
Acheson Limited Trustee and shareholder services
EERRR AR
Agensi Pekerjaan Tricor Sdn Bhd Employment agency
BN EHE
Albridge Corporate Advisory Services Ltd Corporate services
RS
Albridge Services London Ltd Dormant
NEE

Alhart Limited Nominee company

XAREAH

Ample Delight Limited Investment holding

Yl ING] REZER

Asia Management Services Sdn Berhad Management services

ENEBRREERAA B IRT

Asia Securities Sdn Berhad Management services (Dormant)
ERRB(TEE)

Atsumi & Sakai UK Limited Dormant (use as name protection vehicle)

NED(BIERHRETL)

383 383
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REERBEAYBES (F)

(1) CAPITAL ADEQUACY (CONTINUED) BT 2 (#)

Barbinder & Co. Pte. Ltd. Share registration 6 2
BHERC
Barbinder & Co., Sdn. Bhd. Dormant - -
TES
BC (BVI) Holdings Limited Investment holding 16 16
KREER
BEA Blue Sky Company Limited Acting as the sole general partner to BEA 1 1
Blue Sky Real Estate Fund L.P.
tH{T BEA Blue Sky Real Estate Fund L.P.
B-LREABA
BEA Blue Sky Real Estate Fund L.P. Acting as a limited partner to BEA/AGRE 7 68
China Real Estate Fund L.P.
tH{F BEA/AGRE China Real Estate Fund
LPEREEABA
BEA Blue Sky SLP Limited Acting as a special limited partner to BEA/ - -
AGRE China Real Estate Fund L.P.
H!ff BEA/AGRE China Real Estate Fund
LPRHRBREERBA
BEA Consortium GS Investors L.P. Acting as a limited partner of a limited 129 129
partnership
BREEEHBA
BEA Insurance Agency Limited Insurance - -
RERBREERAA R
BEA Insurance Brokerage (Taiwan) Limited General and life insurance broker 1 1
R RRBELARNBRAF —RRASRBRELE
BEA Life Limited Life insurance 11,383 895
REASRBERLDA N
BEA Pacific Asia Limited Dormant = —
TEE
BEA Pacific Holding Company Limited Investment holding 1 1
(in Members' Voluntary Liquidation) REER
BEA Union Investment Management Limited Asset management 499 477
ROBOREERERAR BEER
BEA Wealth Management Services (Taiwan) Wealth management services 193 85

Limited

REFEHRNERAA B = B AR
Becmac Limited Nominee shareholder - -
LELEZIN

Beecroft Limited

Nominee company
FRAERA
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Bentley Services Limited

Blue Care (BVI) Holdings Limited
Blue Care JV (BVI) Holdings Limited
Blue Care Medical Services Limited

EREBERBERAR

Blue Cross (Asia-Pacific) Insurance Limited
ETF(ER)RBERAR

Branford Investments Limited

Camceb Limited

Cane Garden Bay Limited

Capico Asset Management Sdn. Bhd.

Caribbean Corporate Services Ltd.

CCSL St. Lucia Ltd.

Central Town Limited
EREEFRAR
Century Able Limited
EEERAR

Cheam Holdings Limited

Cheam Nominees Limited

Chongging Dongrong Business Consultancy
Company Limited

BEMRAABHEAERAR

Chua, Woo & Company Sdn. Bhd.

Citiview Capital Limited

Clacton Company Limited

Cloud Paging Nominees Limited

Nominee director
BEREA
Investment holding
KEER
Investment holding
REER

Medical services

BRERY

Insurance

R

Nominee services
XERERS

Nominee shareholder
BEREABA

Nominee director/shareholder

BER/BRREBA

Corporate director and secretarial services

EANBRES RWERD

Corporate secretarial and accounting
services

ENBRWE RS R

Holding company

ERRAR]

Property investment

MFERE

Investment holding

REER

Nominee director

EERBA

Nominee director

E=HBA

Business consultancy services

EESEENT

Dormant

NEE

Acting as the general partner and limited

partner of a limited partnership
ERaBARBREEAHBA

Nominee company
XFEREAT
Dormant

EE

xR
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KEZERTMBEN(E)

16 16

18 18

36 25
3,427 831
13 10

1 -

656 434
798 798

6 1

13 2
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x

KEZERMBEN(E)

(1) CAPITAL ADEQUACY (CONTINUED) BZNF = (@)

Corona Light Limited

Crystal Gleaming Limited

Dean Street Property Limited

Delanez Limited

Denroy Nominees Limited

Dersale Limited

Directra Overseas Services Inc.

Directra Services Limited

EA Securities Limited

East Asia Corporate Services (BVI) Limited

East Asia Corporate Services (Nominees) Ltd.

East Asia Financial Services (BVI) Ltd.

East Asia Futures Limited

REHERRAR

East Asia Indonesian Holdings Limited

East Asia International Trustees Holdings (BVI)
Limited

East Asia International Trustees Limited

East Asia Properties Holding Company Limited

REMEERERAF

East Asia Property Agency Company Limited
RuMERBEERAR
East Asia Property Holdings (Jersey) Limited

Investment holding
REER

Investment holding
KRERR

Property development

MEBR

Nominee director/shareholder

B2 /BRAEBA

Nominee director

BEEREA

Nominee director/shareholder
B2/ REREA

Nominee company
XAERERH

Nominee company
RERERQR

Investment holding

REZER

Registered agent and trustee services
AR RAEFEART
Nominee director/shareholder
B2/ REREA
Investment holding

REER

Futures and options trading
Investment holding

REER

Investment holding

REZER

Trustee services

E7EAR%

Investment holding

REZER

Property agency

MERE

Property holding

ESEES

930

930

37

25

59

137

27

96

930

930

31

(63)

24

59

130

10

38
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

East Asia Property Management (China) Limited

REMEER(FR)ERARA
East Asia Secretaries (BVI) Limited

East Asia Secretaries Limited

REWEBRRTA

East Asia Securities Company Limited
RSESERAT

East Asia Strategic Holdings Limited
Elemen Limited

Epsilon Registration Services Sdn. Bhd.

Equity Trustee Limited

Essex Nominees Limited

Evatthouse Corporate Services Pte. Ltd.

Fitz Services Pte. Ltd.

Fortra Services Limited

Gainsville Limited

Gil Services Pte. Ltd.

Gladwood Limited

Gold Sweep Sdn Bhd

Golden Empire International Inc.

Golden Properties Finance Ltd.

Golden Queen International Ltd.

Grimma Company Limited

Property management

MEER

Investment holding

REER

Secretarial services
WE R
Securities broking
Investment holding
REER

Nominee shareholder

BEREA

Dormant

TEE

Trustee

(E7EIRTE

Nominee director/shareholder

B2/ MRAEA

Corporate secretarial and advisory services

EANBEWE KA RS

Business and management consultancy
services

EEP&EEE)

Nominee company

XFEREAT

Nominee shareholder

BRERAEEA

Business and management consultancy
services

P R E A ARG

Nominee director/shareholder

B2/ REAEA

Investment holding

REER

Property investment

MEEE

Mortgage financing
RIRI

Property investment

MELE

Nominee company

EHREAT

xR

KEZERTMBEN(E)

594 594
1,109 786
417 417

1 1

101 4
73 2
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
REERBEAYBES (F)

(1) CAPITAL ADEQUACY (CONTINUED) BZNF = (@)

High Town Limited Investment holding 4 4
KREER

ICEA Capital Limited Dormant 70 70

THRTHMERRAR CE)

ICIS China (HK) Co Limited Name reservation service = =
TER AR HER

International Holdings Corporation Trust related services - -
EEARRARRTS

Jinmao (China) Hotel Investments and Name reservation service - -

Management Limited

GE(FE)BEREEERRAR R AARERS

Kaliwood Corporation Nominee director/shareholder = =
B/ IRERAREA

Keen Sight Development Limited Investment holding 229 228
REER

Leader One Limited Investment holding 7 -
REER

Linkwall Investments Limited Trustee - -

BEREERAE E7ERT

Maccabee (Nominees) Limited Nominee director - -
BEREA

Mache Holdings Limited Nominee shareholder - -
IRERREA

Mache Nominees Limited Nominee shareholder - -
PRERAREA

Mactors Limited Nominee director - -
BERBA

Maintex Limited Nominee director - -
BEREA

Malplaquet Limited Nominee director, shareholder and secretary - =
5% REEWERBA

Manchester Property Holdings Ltd. Property holding 32 13
S

Menroy Registrars Limited Nominee director - -
BEREA

Nickel Resources International Holdings
Company Limited
RERBERIZERARAF

Norpac Holdings Limited

Provision of name reservation service

RE R EAERS

Custodian services
RE MR
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Outsource Centre Pte. Ltd.

Overseas Nominees Limited

Pen Ling Limited

PFA Corporate Consultants Sdn Bhd

PFA Registration Services Sdn. Bhd.

Powerhouse Worldwide Limited

Ramillies Limited

Red Phoenix Limited

Roebuck Limited

Rontors Limited

Rosland Corporate Management Limited

Secretaries Limited

WEBERBERAR

Secretarius Services Sdn. Bhd.

Selene Throne (HK) Limited

Shaftesbury Property Holdings Limited

Shaftesbury Property Investments Limited

Shareg Nominees Limited

Silver River International Limited

Silver Sunlight Limited

Skyray Holdings Limited

Accounting and payroll services

B RIFRG

Nominee services

RFERE RS

Nominee company

XERERA

Consultancy, advisory and nominees services
A BERREFEAE RS

Dormant

VCE

Investment holding

REER

Nominee director, shareholder and secretary
B RRRWEREA

Leasing of motor vehicles

AEEE

Directorship services

E=RBRE

Nominee director

EERBA

Nominee shareholder

BEERHEEA

Name reservation service

RERRIARERS

Corporate director and secretarial services

EANEREERWERD

Name reservation service

BB R AIARRS

Investment holding

REE

Investment holding

REER

Nominee services

RERE RS

Acting as the general partner and limited

partner of a limited partnership
EREEARBREEEEA

Acting as the general partner of a limited
partnership

TRABA

Investment holding

REER

xR

KEZERTMBEN(E)

5 1

1 1
226 226
1 1
114 114
73 73
172 =
450 450



296 | The Bank of East Asia, Limited | Annual Report 2015

UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

x

(1)CAPITAL ADEQUACY (CONTINUED)

KEZERMBEN(E)

BXRTE@®

Songket Bakery Sdn. Bhd.

Speedfull Limited

Standard Registrars Limited
BREESETARAF

Strath Corporate Services Limited

Swan Nominees Limited

Tabernacle Assets Limited

BEBRAA

Teeroy Limited

Tengis International Limited

Tengis Limited
BREARAR

Tengis Services Limited

The Bank of East Asia (Nominees) Limited

RERTXAREEBR AR

The Bank of East Asia (Nominees) Private Limited

The Bank of East Asia Charitable Foundation
Limited

RERITEEELARAT

The Bank of East Asia Nominees (UK) Limited

Travelsafe Limited

Tricor (B) Sdn. Bhd.

Development and trading of computer
software and provision of computer
software related maintenance services
(in striking off)

BT R BEEARIR AR 2B
RERBGREH)

Investment holding

REER

Name reservation service

TEB AR B IEARY

Business and corporate services
AEREERS

Nominee shareholder
PERAREA

Protector of trust

fEREREEA

Trustee

EREARTS

Authorised signatories services

BERERS

Name reservation service

BB RRIBRERS

Act as account holder for clients’ funds for
payroll and Mandatory Provident Fund

HERFZHRBERIRFREA

Nominee services

ZAERE R

Nominee services

XARE RS

Charitable institution

RERE

Dormant

NEE)

Dormant

TEB

Corporate business and investor services

B BERREERD

450

450
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Tricor A&S Corporate Services KK

Tricor Abacus Limited

SEHREERAT

Tricor Asia Limited

Tricor Authorised Representative Limited

Tricor Board Dynamics Sdn Bhd

Tricor Business Services Sdn. Bhd.

Tricor Caribbean Limited

Tricor CNP Corporate Services Pte. Ltd.
Tricor Consultancy (Beijing) Limited
RELERATLR)BRAT
Tricor Consulting Limited

Tricor Corporate Secretaries Limited
Tricor Corporate Secretary Limited
Tricor Corporate Services Sdn. Bhd.
Tricor Custodian Limited
BAEREERAR

Tricor Europe (Holdings) Limited
Tricor Executive Recruitment Ltd.
Tricor Executive Resources Limited

RETBRERERERAR

Tricor Fiduciaries Limited

Corporate secretarial, tax and accounting,
payroll, banking and cash management
services

NAIWE - BiBRkEs  XFH - RITR
ReBRRS

Investor services

REAERY

Act as account holder for clients’ funds for
payroll and payment processing

HERP X HRNFEERPHFEA

Authorised representative services

RERKRRS

Temporarily ceased business operations

V(e &

Accounting, payroll and administration
services

it XERITHIRS

Inactive

TR

Corporate services

EERS

Business consultancy in China

NEESEE)

Consultancy services

TR AR

Dormant

TEE

Corporate services

ERY

Provision of corporate secretarial services

RERFWE RS

Process agent and escrow services

EREFXHREARZFER SRS

Investment holding

KREER

Executive recruitment

BREENT R

Executive search and selection

BENMEGSREEAT

Trust services

EFEARTS

xR

KEZERTMBEN(E)

1 1
1 1
114 7
5 2
168 162
4 _
19 5
25 =
4 )
2 (4)
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REERBEAYBES (F)

(1) CAPITAL ADEQUACY (CONTINUED) BT 2 (#)

Tricor Firmley Limited

Tricor Friendly Limited

Nominee company and corporate services
ZARE R A REERE

Investor services

HEERERAR REERSG
Tricor Global Limited Investment holding 10 10
KREER
Tricor Greater China Limited Investor of Tricor Beijing Wholly Foreign 24 19
Owned Enterprise
SEAPERRAF SEERIERELERES
Tricor Hive Sdn Bhd Business of incubation and business centres 34 6
BIE BRI O REBH L
Tricor Holdings Limited Investment holding 1,127 1,098
KRR
Tricor Holdings Pte. Ltd. Investment holding 432 215
REER
Tricor HSP Japan JV K.K. Consultancy services 2 1
AR
Tricor HSP Singapore Pte. Ltd. Secretarial and accounting services 2 1
WE ket k5
Tricor Humatrix Asia Pte. Ltd Payroll and accounting services 7 5
XE R EETIRS
Tricor Humatrix (M) Sdn. Bhd. To carry on and transact in providing 2 -
software
eI R
Tricor Human Capital Limited Consultancy services (human capital, human - -
resources), dormant status
FARBANER - ANER) -
TEEAR
Tricor IAG Fund Administration (Hong Kong) Fund administration services - (6)
Limited EeER
Tricor IAG Fund Administration (Singapore) Pte. Activities auxiliary to fund management 1 (3)
Limited activities
ESERIRRY
Tricor International Trustee Limited Trustee 2 2
E7EMR%
Tricor Investor & Issuing House Services Sdn. Shares registration service 7 6
Bhd. FEHERRS
Tricor Investor Services Limited Investor services 57 43
PEEFBTERAR REERY
Tricor Investor Services Sdn. Bhd. Shares registration service - 14

BHELRS
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Tricor Japan Holdings GK

Tricor Japan Limited

SEARERAH
Tricor K.K.

Tricor Knowledge House Sdn Bhd

Tricor Labour and Social Security Corporation

Tricor Nominees Limited

Tricor Nominees (Overseas) Limited

Tricor Outsourcing (Thailand) Ltd.

Tricor Praesidium Limited

Tricor PrimePartners Corporate Services Pte. Ltd.

Tricor Progressive Limited
FEBEBRAR

Tricor Representatives Limited

Tricor Roots Business Intelligence Sdn Bhd.

Tricor Roots Consulting Sdn Bhd.

Tricor Roots Governance Sdn. Bhd.

Nominee company

XERERA

Consulting, accounting, human resources &
office administrative service

i B ANBRRPRETRIRS

Business process outsourcing

E3 e INa)

Organizing training courses and workshops

BEEIRERTES

Labour and social security service

ST RS RERS

Founder member of Tricor's HK shelf
companies

REEBBRERAETZAMKE

Nominee company (acting as first director
& shareholder of Tricor's BVI shelf
companies which remain unsold for 6
months)

XFEREAR(FEE6 EAIARE L
FERBRLHEERAAMN
BEESRRR)

Business outsourcing

Ey /N

Compliance & corporate services
AREEERE

Providing secretarial, accounting, share
registration services and employment
agencies (Excluding maid agencies)

REWE - g5 RESFTRER
ERAR(TELETMT)

Investor services

REERY

Process agent or escrow services

TEERFXMRIEAREZ TR 5 RS

Development and trading of computer
software and provision of software
related consultancy services

BRERAEREEARRMEREZ
A H AR

Engaged in the business of installation of
computer software and provision of
related consulting services, conducting
and organizing seminar and conference

KRB R E R fEm < A AR
VAR AR RAGT N R H

Internal audit service

B E ST AR

xR

KEZERTMBEN(E)

10 9
64 30
‘| —
40 5
1 ©)
1 1
1 1
15 15
7 (8)
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x

KEZERMBEN(E)

(1) CAPITAL ADEQUACY (CONTINUED) BT 2 (#)

Tricor Saa$S Sdn Bhd

Tricor Secretaries (Labuan) Limited
Tricor Secretaries Limited

SENERBERAH

Tricor Secretaries Limited

Tricor Securities Limited

Tricor Senedi Sdn Bhd

Tricor Services (Brunei) Ltd

Tricor Services (BVI) Limited

Tricor Services (London) Limited
Tricor Services (Macau) Limited
FEEERBCRM)BRAR
Tricor Services (Malaysia) Sdn. Bhd.
Tricor Services Europe LLP

Tricor Services Europe No. 1 Limited
Tricor Services Limited
EEEXHBERAR

Tricor Signatory Limited

Tricor Singapore Pte. Ltd.

Tricor Standard Limited
SERERRAT
Tricor Strath Group Limited

Software development and other related
information technology support

FIFRE AR AR E MBSO

Secretarial services

W R

Business, corporate and investor services

BE  CERREERD

Corporate secretarial services plus registrar
and Enterprise Investment Scheme
administration services

HEANEEWERY BFETRREERE
SRR

Nominee and custodian services

XARERS

Information technology support

CEIRG T

Registered agent

Eallikawzd

Registered agent and trustee services

AR R ASFE RS

Dormant

EVCE)

Business services

[EESilGS

Investment holding

REER

Limited liability partnership

BREEAR

Dormant

TEB

Business, corporate and investor services

A% CERRBERDB

Bank signatory

RITEFOEBA

Business management and consultancy
services, and employment agency

BB RE AR - FRENARE

Investor services

REERS

Holding company

el NG

26

117

30

372

284

22

70

249

148



UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

Tricor Strath Limited

Tricor Tax Corporation

Tricor Tax Services Sdn. Bhd.
Tricor Tengis Limited
EEEREEERAR

Tricor Trident Nominees Limited
Tricor Trustco (Labuan) Limited

Tricor Vietnam Company Limited

Tricor WP Corporate Services Pte. Ltd

Trident Corporate Management Limited

Tristan Company Limited

TSV Services (Singapore) Pte. Ltd.
Tudor Nominees Limited

Tung Shing Holdings (BVI) Limited
Turquandia Limited

U Care Hong Kong Medical Limited
HEERESEERAR

United Chinese (Nominee) Limited

Vanceburg Limited

W.T. (Secretaries) Limited

Wai Chiu Company Limited
EBERAR

Wai Hop Company Limited
BRBRAR

WCS Nominees Limited

Business and corporate services

[EEYSES T

Tax services

B ERTS

Tax advisory and consulting services

TS B ek SR RS

Business, corporate and investor services

A RERREERD

Trustee company

fEFEARR

Corporate, secretarial & accounting services
% WEREGHIRY

Management consulting services
EEFARY

Business and management consultancy

services
PR EEEARE
Nominee shareholder

R EA

Nominee director/shareholder

25/ BERABA
Holding company
AR AR

Nominee shareholder
BREREA
Investment holding
BEER

Nominee shareholder

BRERHEEA

Medical services

ERIRG

Dormant

NEE

Nominee shareholder, director, secretary
and appointor

RERREA  BF  WEREREA

Secretaries services

WE RS

Nominee director/shareholder

B BRREA

Nominee director/shareholder

ER/BRREA

Dormant

VGEE

xR
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KEZERTMBEN(E)

2 1
3 3
13 9
17 1"
1 -
26 19
13 (15)
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
REERBEAYBES (F)

(1) CAPITAL ADEQUACY (CONTINUED) BZNF = (@)

Westboro Limited Nominee services
RERE RS

Witcombe Corporation Nominee director/shareholder
B/ REAREA

Woodside Corporate Services Limited Receiving agent, fund administration,
custodial, security trustee and registrar

services

WHREA - RSEH - RE - FERZ

K& RS
WT Management (PTC) Inc Trustee
EEinile]

There are no subsidiaries which are included within both the accounting scope of
consolidation and the regulatory scope of consolidation but where the method of
consolidation differs at 31st December, 2015.

There are no subsidiaries which are included within the regulatory scope of
consolidation but not included within the accounting scope of consolidation at
31st December, 2015.

There are no relevant capital shortfalls in any of the Group's subsidiaries as at 31st
December, 2015 (31st December, 2014: Nil) which are not included in the Group's
consolidation for regulatory purposes.

The Group operates subsidiaries in a number of countries and territories where
capital is governed by local rules and there may be restrictions on the transfer of
regulatory capital and funds between members of the banking group.

For the purpose of compliance with the Banking (Disclosure) Rules, the Group has
established a section on the Bank's website. Additional information relating to the
Group's regulatory capital and other disclosures can be found in this section of the
Bank’s website, accessible through the “Regulatory Disclosure” link on the home
page of the Bank’s website at www.hkbea.com or at the following direct link:
www.hkbea.com/regulatory_disclosures.

WAREEBREERESHERREESHRE 2
LRABRMIBAR - mMR2015F12A318E
RETE R ARTHEER -

R2015%128318 © TREHBRARE2IE
EREEEEBE 2 RARBY RBIEERE
SrHEBZRARA ©

K20155 12 A31 B (2014612 4318 :
&) AEEZHEA RN ERRERT RN
AEBREAEAREREEEREZGRAERA -

AEEZMBRAES EERRibEEEM
HEERTGREMENR » Al EEB SR
EEARRERITEEKERNESHRLTH
TR LR ) ©

REEAGERTEEE)RAD  "AEBEBRER
TR RIEE— - FRAAEENEEER
TAREMBEER - ATRATHAWZEHRA
HE - RERE AT www.hkbea.com £
BN BB KRR | % sihttp://www.hkbea.
com/regulatory_disclosures/index_tc.html| &) &

BEE -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

(2)LIQUIDITY POSITION REIE S AR

AEBERHAVHER (F)

Average liquidity coverage ratio TRt EEL X
— First quarter - %%
— Second quarter e —
— Third quarter =H==
— Fourth quarter S
Average liquidity ratio for the year FERNTIRBDE S E

127.2 N.A.
137.5 N.A.
1321 N.A.
151.2 N.A.

N.A. 50.2

The LCR is calculated in accordance with the Banking (Liquidity) Rules effective
from 1st January, 2015. The information for the regulatory disclosure can be found
on the Bank’s website accessible through the “Regulatory Disclosure” link on the
home page of the Bank’s website at www.hkbea.com or at the following direct
link: www.hkbea.com/regulatory_disclosures.

The Bank held an amount of HKD-denominated level 1 assets that was not less
than 20% of its HKD-denominated total net cash outflows. There is no significant
currency mismatch in the Bank’s LCR at respective levels of consolidation.

The average liquidity ratio for the year ended 31st December, 2014 was the simple
average of each calendar month’s average liquidity ratio, which was computed on
the consolidated basis as required by the HKMA for its regulatory purposes, and
was in accordance with the Fourth Schedule to the Banking Ordinance.

(3)INTERNATIONAL CLAIMS Bl EHRE

MBIEEEL R ERIEH2015F1 A1 5L
MECIRITEORBIE) RBDE - BENE
B ER B R LB B AT T A www. hkbea.com
T HAIEE KE | #9&E ZE R www.hkbea.
com/html/tc/bea-about-bea-regulatory-
disclosures.html H)E 8% o

ARITHENEBHEN —REBERDE
ERNPRIAVBEEFENFRSR D AEN
20% © WEHFABRNRBEBEE L XIL
BEARNERER -

HE2014F12A31BIEFEZ I REBES
LhEREAFALRMMET S - H5tE
RIBRBELERIIEAEREARNGAELE
RBEECIRITEIEHIHTRS -

The information on international claims discloses exposures to foreign
counterparties on which the ultimate risk lies, and is derived according to the
location of the counterparties after taking into account any recognised risk
transfer. In general, such transfer of risk takes place if the claims are guaranteed
by a party in a country which is different from that of the counterparty or if the
claims are on an overseas branch of a bank whose head office is located in another
country. Only regions constituting 10% or more of the aggregate international
claims after taking into account any recognised risk transfer are disclosed.

B ERE MBS 2 T RRER
REROMEL - WEBERRARREEE
= RMF  BEERNEEESLIER
SEF A BERN— TR - IxlEE
MEITHRERBITHEI DT - MZRIT
H IR BN IFRIN R S FHIPEN » B
REERSH—(ARREEE 5 —EEXK -
ER-EARRRGEDAERATRRER
MREBRAENE D 2 T L - ZtEAE
PRIEHERAT AR ©
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
REERBEAYBES (F)

(3)INTERNATIONAL CLAIMS (conTINUED) ERIPR{EHE )

Counterparty country/  RZEFHER,/

jurisdiction Giliy:
Developed countries FEER 28,334 6,077 4,416 32,787 - 71,614 39,280 32,334
Offshore centres BEETL 12,606 42,102 20,531 215,979 3 291,221 28,421 262,800
- of which: Hong Kong  —E# : & 9,281 35,297 19,917 194,412 3 258,910 23,394 235,516
Developing Europe BEREA - - - 54 - 54 54 -
Developing Latin BEPANTEM

America and et

Caribbean - - - 184 - 184 184 -
Developing Africaand ~ ZEg3EA

Middle East PRIt 91 - 26 - - 17 109 8
Developing Asiaand ~ ZEH AT A

Pacific AFER 100,385 32,630 30,215 233,699 - 396,929 120,525 276,404
- of which: China —HihEAR

FaSillEd] 89,081 31,356 28,395 223,628 - 372,460 102,882 269,578

Total 2% 141,416 80,809 55,188 482,703 3 760,119 188,573 571,546
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
AEBERHAVHER (F)

Counterparty country,  RZHFRER/

jurisdiction A
Developed countries  EEER 15818 7,003 1,440 26,507 32 50,800 22,493 28,307
Offshore centres ety 10,033 41,661 6,607 236,427 6 294,734 28,783 265,951
—of which: Hong Kong  — £k « &% 9,204 32,504 6,524 211437 = 259,759 24311 235,448
Developing Europe RN - - - 47 - 47 47 -
Developing Latin BRAMLTEN

America and il

Caribbean - - - 200 - 200 30 170
Developing Africaand RS aFEHM

Middle East FRE 111 141 = 40 - 292 290 2
Developing Asiaand ~ ZEHHZF

Pacific AFL#RE 136,224 4,400 11,559 280,169 - 432,352 112,648 319,704
— of which: China —Ef REAR

HEAE 128,267 3,168 11,059 269,877 - 412,371 97,481 314,890

Total ok 162,186 53,205 19,606 543,390 38 778,425 164,291 614,134
The above figures are disclosed according to the return of international banking LA E ST =B BB R T2 S st Bk A IR
statistics the Bank submitted to the HKMA pursuant to section 63 of the Banking R M IRBBCGRIT R GBI 63 RH ERE EEH
Ordinance in respect of the reporting period, which are computed on the BT URZRSERIEREERARMEXN

consolidated basis as required by the HKMA for its regulatory purposes. A EAEE -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
REERBEAYBES (F)

(4)MAINLAND ACTIVITIES Aith EES

The table below summaries the non-bank Mainland China exposure of the Bank’s TRBMARITE B ER R E AN ERT
Hong Kong Office and the Bank’s Mainland subsidiary banks categorised by types JERITEVR B AR AIE - R ZYFHE
of counterparties: ALEITHHE

Type of counterparties RSEFHER
1. Central government, central 1. PREAT - B REAT

government-owned entities and A W EE

their subsidiaries and joint ventures RAIREERE 26,087 3,934 30,021
2. Local governments, local 2. MIFERAT - B B

government-owned entities and A W EE

their subsidiaries and joint ventures RAIREERE 16,568 1,762 18,330
3. PRC nationals residing in 3. BEREANHTREA

Mainland China or other entities R H 5 AT

incorporated in Mainland China P 7 2 At S L

and their subsidiaries and joint MEBARREERE

ventures 155,502 34,997 190,499
4. Other entities of central government 4. I Fit(1)BRRE

not reported in item 1 above R RET 2

H s 3,746 1,570 5,316

5. Other entities of local governments 5. 37 &R 13t (2)1E AR &

not reported in item 2 above KI5 BT 2

Hi#iE 3,948 98 4,046

6. PRC nationals residing outside 6. FERBBEINRED

Mainland China or entities REAEINERZ E

incorporated outside Mainland foerE - ERPER

China where the credit is granted wERZEE

for use in Mainland China 8,507 304 8,811
7. Other counterparties where the 7. B AR A A IER

exposures are considered by the G-Il

reporting institution to be non-

bank Mainland China exposures 39,950 1,616 41,566
Total B 254,308 44,281 298,589
Total assets after provision MG EREEE 737,558
On-balance sheet exposures as BEABERAZBBREE

percentage of total assets {48 & EER L {5 34.5%
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
AEBERHAVHER (F)

Type of counterparties RBEFHIEER|
1. Central government, central 1. PREAT - B REAT

government-owned entities and B RERENE

their subsidiaries and joint ventures NEIREEEE 23,037 4,636 27,673
2. Local governments, local 2. MU - BT

government-owned entities and WA 2 s E B

their subsidiaries and joint ventures REIREEDE 18,205 3,996 22,201
3. PRC nationals residing in 3. BEFEAHTREA

Mainland China or other entities R EMAE N

incorporated in Mainland China PRAL 2 E o R A

and their subsidiaries and joint WBARRASELE

ventures 191,383 35,420 226,803
4. Other entities of central government 4. W& Fit(1)BRIRE

not reported in item 1 above R R

Hith g 6,776 2,067 8,843

5. Other entities of local governments 5. &R Fift(2)EARE

not reported in item 2 above Rt B

Hith g 3,634 401 4,035

6. PRC nationals residing outside 6. BEHBIRINIFEA

Mainland China or entities R EI T2 E

incorporated outside Mainland i - ERPER

China where the credit is granted ERZEE

for use in Mainland China 6,950 347 7,297
7. Other counterparties where the 7. B AR e R A IER

exposures are considered by the ARFEZRR

reporting institution to be non-

bank Mainland China exposures 32,328 2,128 34,456
Total 15 282,313 48,995 331,308
Total assets after provision IhEEREEE 798,037
On-balance sheet exposures as BEGERANZRREE

percentage of total assets G EER LD 35.4%

The above figures are disclosed in accordance with the return relating to Mainland VA 8 ThARBECERIT AR DI D FE 6315k - BhR
activities the Bank submitted to the HKMA pursuant to section 63 of the Banking HHmEE B2 RXNET AMEB ) R RK
Ordinance in respect of the reporting period, which are computed on the ZEE  HFAHEERBESERIERERE

consolidated basis as required by the HKMA for its regulatory purposes. RERGa EEPMRE -
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REERBEAYBES (F)

(5)LEVERAGE RATIO 1&1RLEZ

Leverage ratio 1B

8.3 N.A.

The disclosure on leverage ratio is effective since 31st March, 2015 and is
computed on the same consolidated basis as specified in a notice from the HKMA
in accordance with section 3C of the Capital Rules. The relevant disclosures
pursuant to section 45A of the Banking (Disclosure) Rules can be found on the
Bank’s website accessible through the “Regulatory Disclosure” link on the home
page of the Bank’s website at www.hkbea.com or at the following direct link:
www.hkbea.com/regulatory_disclosures.

BIRE = 2 R R H2015F3 A31Hig &
M BHAE RS ERRB(ERREDFE3C
{ERARAT BV AN A FTHR TE VAR & B2 o IRIRCER
TTEEEE)RAINEAAEKNERBEEER -

A 8 28 2517 48 Ui www.hkbea.com = B A [ 5
ERHE A EZ R www.hkbea.com/html/t/
bea-about-bea-regulatory-disclosures.html &)

HEEE -

(6) COUNTERCYCLICAL CAPITAL BUFFER RATIO #EHAEEE AL =

There is no information disclosed relating to the Countercyclical capital buffer ratio
pursuant to section 45B of the Banking (Disclosure) Rules for this period because
the applicable JCCyB ratios for Hong Kong and for jurisdiction outside Hong Kong
are at 0% before 1st January, 2016 according to section 3P and section 3Q of the
Capital Rules.

(7)CAPITAL CONSERVATION BUFFER RATIO PrEEEEANLL=R

RBCERRANDEIPR3QM - ANE2016%F
TR1HZR - BRRFEERRIEEERNE
FICCYBEL &I R0% » RAHERBERIBE
CIRTTE(RER) ARRIDFASBIEIEH B BRE -

Under section 3M of the Capital Rules, the capital conservation buffer ratio for
calculating the Bank'’s buffer level is 0% for 2015.

(8)HIGHER LOSS ABSORBENCY RATIO B SIRUKEIERE HEE=R

RBCERHRADEIMIE - $L20155 M5 - B
LA E R E KT RO & R A AL R E0% ©

The HKMA has designated the Bank as a domestic systematically important
authorised institution (“D-SIB”). Under section 3V of the Capital Rules, the higher
loss absorbency ratio applicable to D-SIB is 0% for 2015.

REBCEAHRADEIVER - @ EREHARIT
RERAAMAGEE R ATHE © 32015
FEME - BARAERMRGERERATHE
EE = U IR AL S LE R —0% ©
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AEBERHAVHER (F)

(9)OVERDUE, RESCHEDULED AND REPOSSESSED ASSETS #iHf « &K BAR KB EE

(a) Overdue and rescheduled advances (a) BIHAR A FHEK

Advances to customers overdue for AHERERAZ

-6 months or less but over 3 months ~ —31@ A LA EZ6{E A 610 0.1 1,076 0.3
1 year o less but over 6 months —6EANEZ1E 1,535 0.4 469 0.1
— Over 1 year —15FN0E 1,934 0.4 551 0.1
4,079 0.9 2,096 0.5

Rescheduled advances to
customers BEEEPER 78 0.0 83 0.0

Total overdue and rescheduled

advances BRREESARTEE 4,157 0.9 2,179 0.5
Secured overdue advances HEARSRRR 3,597 0.8 1,871 04
Unsecured overdue advances RN 482 0.1 225 0.1

Market value of security held against ~ A#EF R
secured overdue advances EHRHE 6,804 3,870

Individual impairment allowance

made on loans overdue for BE3EALEER

more than 3 months ERIREERE 799 302
Loans and advances with a specific repayment date are classified as overdue HRBEIHACEDZ  EHEASKFEE S
when the principal or interest is overdue and remains unpaid at the year-end. B WRELEBNMAMEE - BSEBEE
Loans repayable by regular instalments are treated as overdue when an instalment 2o FHOHEEZER  HEHEPKER
payment is overdue and remains unpaid at year-end. Loans repayable on demand BER . MAEL R IRERE - B ER iR
are classified as overdue either when a demand for repayment has been served on 2o ARz BN 0 BEERERAREER
the borrower but repayment has not been made in accordance with the demand FEM - BERARRETRER - HEHKE
notice, and/or when the loans have remained continuously outside the approved BHERABEROMIERSE - MtB RS

limit advised to the borrower for more than the overdue period in question. ERRBA R B AR - NG fEm HRR R -
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REBERHAUBER (F)

(9)OVERDUE, RESCHEDULED AND REPOSSESSED ASSETS (CONTINUED)

B REARWEEE @

(a) Overdue and rescheduled advances (continued)
An asset considered as an eligible collateral should generally satisfy the following:

(@) The market value of the asset is readily determinable or can be reasonably
established and verified;

(b) The asset is marketable and there exists a readily available secondary market
for disposing of the asset;

(c) The Bank’s right to repossess the asset is legally enforceable and without
impediment; and

(d) The Bank is able to secure control over the asset if necessary.

The two main types of “Eligible Collateral” are as follows:

(i) "Eligible Financial Collateral” mainly comprises cash deposits and shares.

(i) “Eligible Physical Collateral” mainly comprises land and buildings, vehicles and
equipment.

When the Bank’s clients face financial difficulties and fail to settle their loans,

depending on different situations, the Bank usually takes the following actions to

recover the debt:

(@) Debt rescheduling/restructuring

(b) Enforcement of security

(c) Legal action

(d) Recovery via debt collector

(b) Advances to banks

(a) BEIR LEAIAT(E)
AR A B R A RS O -

() ZAENMERRNERENREN S
EHETE REER

S5

ZEEREMENRE = F W5 A BE
HZEENE

(0 ATREEENENZBERKERSL
BlER R

d) MTEBAREH A HZEETEIEE -
BRERBERD R TIIME

() EHREREFDREIECERSEFERRR

=
= °

i) BRENERASZISEELHREE
W R RRE -

BTRERT - §ATECHHHMBERT
mAEEEN - AT BRAU TR
WO -

(@) EFRHESE R/ AR
(b RUEIRE

© FEEETY

@ BBRBAER

(b) SRATEARR

Advances to banks overdue for BERITRR
— 6 months or less but over 3 months —3{AALE=6MEA - -
— 1 year or less but over 6 months —6fEA AN EZE1E - -
— Over 1 year —1FUE - -
Rescheduled advances to banks R BIRIRITRR - -

Total overdue and rescheduled advances AR AR SRR TR AR
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(c) Other overdue and rescheduled assets

AEBERHAVHER (F)

(o HttABREEAEE

Other assets overdue for Him & E
— 6 months or less but over 3 months  —31& A A EZ=61EA - -
— 1 year or less but over 6 months —6EANEE1E - -
— Over 1 year —15FUE - 1
- 1
Rescheduled assets REHEE - -
Total other overdue and rescheduled ~ E 4@l 2 K EHEE
assets k] - 1

Other assets overdue for Hitg B EE
— 6 months or less but over 3 months  —3{& ALA FZ6/EA - -
-1 year or less but over 6 months —6EAREZ1F - -
— Over 1 year —1EUE = 4
- 4
Rescheduled assets KREHEE - -
Total other overdue and rescheduled ~ Hin@H RS SBHEE
assets BE - 4

*  Other assets refer to trade bills and receivables.

(d) Repossessed assets

* R EEREEGERREWHE

(d) WEIEE

Repossessed land and buildings* Lm0 + 3t e g S * 317 280
Repossessed vehicles and equipment W E]5 8 b 5 i - 4
Repossessed machines LBl T - 2
Total repossessed assets e S ELTE 317 286

The amount represents the estimated market value of the repossessed assets as at
31st December.

*  The balance included HK$7 million (2014: Nil) relating to properties that were contracted
for sale but not yet completed.

It E £ BIEN12 831 B EIE E S fHE T
& o

* BRI EIE A 7008 T E AL EAE T
R EIYZE (20144 : #E) -
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REERBEAYBES (F)

(10)PRINCIPAL RISKS AND CAPITAL ADEQUACY FERBRELRZTEE

(a) Summary of approach to assess capital adequacy (a) STHMEEAZ EEWNS EHE
Different approaches are adopted for assessing capital adequacy as follows: BRI R ERBAT RS %

Credit Risk EE R Foundation Internal Ratings-Based (“IRB") Approach Eif Al sF B+ B %
Market Risk T35 /&5 Internal Models Approach ARERE R &%

Operational Risk & &% Standardised Approach {25t &%

(b) Principal risks (b) =Z =B

This section presents information on the Group’s management of principal risks.

The Group has established an effective risk governance and management
framework in line with the requirements set out by the HKMA and other
regulators. This framework is built around a structure that enables the Board and
Management to discharge their risk management-related responsibilities with
appropriate delegation and checks and balances. These responsibilities include
defining risk appetite in accordance with the Group’s business strategies and
objectives, formulating risk policies that govern the execution of those strategies,
and establishing procedures and limits for the approval, control, monitoring, and
remedy of risks.

The RIC stands at the highest level of the Group's risk governance structure below
the Board. It is chaired by the Chairman & Chief Executive and includes two
INED(s) and three NED(s). The RIC provides direct oversight of the formulation
of institutional risk appetite, which documents the levels of risk that the Group
is willing to undertake with regard to its financial capacity, strategic direction,
prevailing market conditions, and regulatory requirements.

The RIC also ensures that the Group's risk appetite is reflected in the policies and
procedures that Management adopts to execute its business functions. Through
the Crisis Management Committee, Risk Management Committee, Credit
Committee, Asset and Liability Management Committee, and Operational Risk
Management Committee at the executive level — and with overall coordination
by the Risk Management Division — the RIC regularly reviews the Group'’s risk
management framework and ensures that all important risk-related tasks are
performed according to established policies with appropriate resources.

The Crisis Management Committee and Risk Management Committee comprise
the Group’s Chairman & Chief Executive, Senior Advisors, Senior Management and
the Group Chief Risk Officer.

The specialised risk management committees — namely, Credit Committee,
Asset and Liability Management Committee, and Operational Risk Management
Committee — comprise the Group’s Senior Advisors, Senior Management, the
Group Chief Risk Officer and where appropriate division heads from the relevant
areas.

AL BAAEE LT ZRAREIRNER o

RREERREMEERBELNRATE A
SEERY —EAMNARESREEE
o ZEBNBESEETSREEBAA
E TR R 51016 P AT A S O R T IR A A
B - ZEREBEREAEENEHRE R
B 1R HIE BB IR 4F R R ER - AR bt
KB - WRZREBBLL - 25 - Bz
R eAE B B BR Al

EREEER/RAEEEIANETENREA
REREIL - MERRITRERETER

Hitpk B BEM BB IFRTEER =2
HITEE - ARZESEREERERRIR
FEOBITE - MR RIEEAAEERE
BEsRE ) - WEEMEES| BRI REER
Kif & AR FERRBRKF ©

[ % B & TR AR AN 5 B A R R O 4 SR AR 7
BENEF L EEEETEEEBREE
R BBRTHRABEENEHEERS
g EREEZEE  FEZET HEA
BEEEZEGREERRERZE UL
RERENRE - BREZREEHRRIAE
R EIREE - WRRMAE SRR AR
MEZEBHTEMBRRINEE BIRTTK

BHREEZEENEAREEZEEMAEE
IREFITREH - SRER  SREEAR
FEE R AR EAERK
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SERRER  SEEEAR
ER(EEEERT) AR mNERE
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To ensure that roles within the organisation are clearly defined in regard to risk
management, BEA has adopted a “Three Lines of Defence” risk management
structure. The first line of defence comprises the Bank’s business units and
functional units, which are responsible for the management of the risks that
they incur in the course of their activities. The Risk Management Division and
Compliance Division provide independent oversight over the risk takers as the
second line of defence. Reporting directly to the AC, the Bank’s Internal Audit
Division serves as the third line of defence. The Internal Audit Division assists the
AC in its oversight of the Bank’s overall risk management and internal control
systems by conducting periodic reviews to assess the adequacy of the Bank’s risk
management framework, control, and governance processes as designed by the
first and second lines of defence.

To identify and manage all potential risks in a more holistic and effective manner,
the Bank will implement an enterprise risk management framework in 2016.

The Group has formulated policies to identify, measure, monitor, control, and
report on the various types of risk and, where appropriate, to allocate adequate
capital to cover those risks. These policies are reviewed and enhanced on a regular
basis to align with market changes, statutory requirements, and best practices
in risk management processes. The Group’s major risk management policies and
control limits are approved by the Board and are monitored and regularly reviewed.
The Board has delegated the responsibility for on-going risk management to the
RIC, Risk Management Committee and specialised risk management committees.
Significant risk management related issues are required to be reported to the Board
to assist its oversight of risk management. Moreover, on daily basis, the Group
Chief Risk Officer is responsible for overseeing the Bank Group's risk management
issues which include, but not limited to, the risk management infrastructure,
strategies, appetites, culture, and resources.

Stress testing is an integral part of our risk management. The Group regularly
performs stress-tests on the principal risks, where appropriate, to assess the
potential impact of stressed business conditions (including hypothetical situations
such as a significant economic downturn in Mainland China and Hong Kong) on
the Group's financial positions, in particular, capital adequacy, profitability, and
liquidity. Whenever necessary, a prompt management response will be developed
and executed to mitigate potential impacts.

As required of all Authorised Institutions under the HKMA's Supervisory Policy
Manual on “Recovery Planning”, the Bank has established a Group Recovery Plan,
which has been approved by the Board. The Group Recovery Plan helps ensure
that the Bank is able to recover quickly from periods of severe stress and preserve
or restore its capital and liquidity levels.

Each new product launch must go through an approval process, which includes
business and financial analysis and risk assessment. New products are reviewed
and assessed by the New Products Evaluation Working Group, endorsed by the
Steering Group (chaired by the Bank's Group Chief Risk Officer and comprising
the division heads of supporting units), and approved by the Risk Management
Committee.

AEBERBEAYBER (&)

AEREREEEENEBKAD THE R
TERG =B R IARERERE - F—8
DSRAARTTREBEM RBEEMER &
REBRHRARBRETELNRAR - F-8
PiRmERERENAREARK - BUEE
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K

KEZERMBEN(E)

(10)PRINCIPAL RISKS AND CAPITAL ADEQUACY (conTiNuED) S EAMB R EXR T EE @)

(b)

Principal risks (continued)

Credit risk management

Credit risk arises from the possibility that a customer or counterparty in a
transaction may default. Such risk may arise from counterparty risks from loan
and advances, issuer risks from the securities business and counterparty risks from
trading activities.

The Credit Committee is responsible for managing all credit risk-related issues
of the Group, while the Credit Risk Management Department under the Risk
Management Division of the Group is responsible for monitoring activities relating
to credit risk. The Group identifies and manages credit risk by defining the target
market segment, formulating appropriate credit policies, and carrying out credit
assessment and monitoring of asset quality. Credit risk control limits are set for
different levels. Risk, return, and market situation are considered when setting all
limits. Active limit monitoring is undertaken.

In evaluating the credit risk associated with an individual customer or counterparty,
financial strength and repayment ability are always the primary considerations.
Credit risk may be mitigated by obtaining collateral from the customer or
counterparty.

The Group has established policies, procedures, and rating systems to identify,
measure, monitor, control and report on credit risk. In this connection, guidelines
for management of credit risk have been laid down in the Group’s Credit Risk
Management Manual. These guidelines stipulate delegated lending authorities,
credit underwriting criteria, credit monitoring process, internal rating structure,
credit recovery and provisioning policy. They are reviewed and enhanced on an on-
going basis to cater for market changes, statutory requirements and best practices
in risk management processes.

The Group's credit risk management for the major types of credit risk is depicted as
follows:

(i) Corporate and bank credit risk

The Group has laid down policies and procedures to evaluate the potential
credit risk of a particular counterparty or transaction and to approve the
transaction. For corporate and bank customers, the Group has different
internal rating systems that are applied to each counterparty. For exposure
classified as Specialised Lending in particular, supervisory slotting criteria are
used. To monitor concentration risk, the Group has preset limits for exposures
to individual industries and for borrowers and groups of borrowers. The Group
also has a review process to ensure that the level of review and approval is
proper and will depend on the size of the facility and rating of the credit.

(b) EZ =K (&)
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AEBERBEAYBER (&)

The Group undertakes on-going credit analysis and monitoring at several
levels. The policies are designed to promote early detection of counterparty,
industry or product exposures that require special monitoring. The overall
portfolio risk as well as individual impaired loans and potential impaired loans
are monitored on a regular basis.

Retail credit risk

The Group's retail credit policy and approval process are designed for the
fact that there are high volumes of relatively homogeneous and small value
transactions in each retail loan category. The design of internal rating system
and formulation of credit policies are primarily based on the demographic
factors and the loss experience of the loan portfolios. The Group monitors
its own and industry experience to determine and periodically revise product
terms and desired customer profiles.

Credit for treasury transactions

The credit risk of the Group’s treasury transactions is managed in the same
way as the Group manages its corporate and bank lending risk. The Group
applies an internal rating system to its counterparties and sets individual
counterparty limits.

Credit — related commitment

The risks involved in credit-related commitments and contingencies are
essentially the same as the credit risk involved in extending loan facilities to
customers. These transactions are subject to the same credit application,
portfolio maintenance and collateral requirements as for customers applying
for loans.

Concentration of credit risk

Concentration of credit risk exists when changes in geographic, economic
or industry factors similarly affect groups of counterparties whose aggregate
credit exposure is material in relation to the Group’s total exposures. The
Group's credit portfolio is diversified along geographic, industry and product
sectors.

The Group monitors its concentration risk by adopting appropriate risk control
measures, such as setting limits on exposures to different industries and loan
portfolios.
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KEZERMBEN(E)

(10)PRINCIPAL RISKS AND CAPITAL ADEQUACY (conTinuep) EERB R EAR T EE @

(b)

Principal risks (continued)
Credit risk management (continued)

(vi) Capital requirement for credit risk by exposure class
The following table indicates the capital requirement for credit risk on
each class of exposure at 31st December, 2015 and 31st December, 2014

respectively:

Exposures under IRB Approach
Bank
Corporate
Residential mortgage
Qualifying revolving retail
Other retail

Equity booked on banking book subject to
Simple Risk-weight Method under
Market-based Approach

Equity booked on banking book subject to
Internal Models Method under
Market-based Approach

Equity booked on banking book subject to
PD/LGD Approach

Other equity booked on banking book
Securitisation

Other exposures under IRB Approach
(Including cash and other items,
and credit valuation adjustment risk)

Exposures under Standardised Approach
Sovereign
Public sector entities
Bank
Securities firms
Corporate
Regulatory retail
Residential mortgage
Other exposures that are not past due
Past due
Off balance sheet exposure
Counterparty exposure
Exposures to Central Counterparty
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(vi) &2 A AELE Bl 6 15 B /R f &K Z 5K
TR BIFERR2015512 A31H %2014
F12A31 B EERARAEERNNEER
BEARENIFR -

7,116 5,863
20,643 18,041
1,434 1,067
639 735
616 600
1,045 1,053
244 201
995 1,094

1 _
1,947 1,453
- 2

1 _

4 870

2 _

573 77
220 176
430 343
560 444
22 9
113 97
60 49
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Market risk management

Market risk refers to the risk of adverse price movements arising from all market
risk-sensitive financial instruments, including debt securities, foreign exchange
contracts, equity and derivative instruments, as well as from structured products.
The aim in managing market risk is to reduce the Group’s exposure to the volatility
inherent in financial instruments.

The Asset and Liability Management Committee deals with all market risk related
issues of the Group. It is also responsible for conducting a regular review of interest
rate trends and deciding the corresponding future business strategy. The Asset
& Liability Management Department under the Risk Management Division of the
Group is responsible for monitoring activities relating to market risk.

The use of derivatives for proprietary trading and the sale of derivatives to
customers as risk management products is an integral part of the Group’s business
activities. These instruments are also used to manage the Group’s own exposures
to market risk, as part of its asset and liability management process. The principal
derivatives instruments used by the Group are interest rate, foreign exchange
and equity related contracts, in the form of both over-the-counter derivatives and
exchange traded derivatives. Most of the Group's derivatives positions have been
entered into to meet customer demand and to manage the risk of these and other
trading positions.

In this connection, the key types of market risk that must be managed are:

(i) Currency risk
The Group's foreign currency positions arise from foreign exchange dealing,
commercial banking operations and structural foreign currency exposures.
The Group's non-structural foreign currency exposures are mainly dominated
in USD, RMB, GBP, JPY and SGD. All foreign currency positions are managed
within limits approved by the Board or the Asset and Liability Management
Committee.

Structural foreign currency positions, which arise mainly from foreign currency
investments in the Group’s branches, subsidiaries, and associated companies,
are excluded from VaR measurements, as related gains or losses are taken
to reserves. Such foreign currency positions are managed with the principal
objective of ensuring that the Group's reserves are protected from exchange
rate fluctuations. The Group seeks to match its foreign currency denominated
assets closely with corresponding liabilities in the same currencies.

The net positions or net structural positions in foreign currencies are disclosed
when each currency constitutes 10% or more of the respective total net
position or total net structural position in all foreign currencies. The net option
position is calculated in the basis of the delta-weighted position of option
contracts.
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(b) Principal risks (continued) (b) EZ[E B (4E)
Market risk management (continued) misERER (&)
(i) Currency risk (continued) (i) EHmp (&)

Spot assets BEERE 167,551 28,260 301,093 1,335 22,505 26,147 546,891
Spot liabilities REBE (157,351) (19,318) (291,341 (3,000) (25,293) (28,409)  (524,712)
Forward purchases RHEA 149,048 150 117,610 4,190 4,429 8,469 283,896
Forward sales RHEL (157,288) (8,799)  (128,386) (2,430) (2,221 (6,115)  (305,239)
Net options position HERTE 92 (1 (70) (4) - 8 9

Net long/(short) non-structural ~ 3E&EEMR /()&
position peck ] 2,052 292 (1,094) 91 (580) 84 845

Spot assets HEEE 192,783 27,725 398,802 866 25,563 21,693 667,432
Spot liabilties REEE (182966)  (19269)  (367570)  (6,900)  (30405) (32,125 (639,235
Forward purchases EHEA 122,471 968 74,025 6,527 5,891 13,528 223,410
Forward sales RPEH (129,557) (9,510) (106,508) (467) (1,589) (3,186) (250,817)
Net options position HERTE (31) (1) (1) 26 - 10 3

Net long/(short) non-structural ~ JE&EIER /(18)&
position R 2,700 (87) (1,252) 52 (540) (80) 793

Net structural position EEUERATE 2,168 12,287 2,123 925 17,503

Net structural position EEEEE T8 2,143 11,623 2,610 922 17,298
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The current year’s figures are prepared after elimination of inter-branch
foreign exchange transactions within a subsidiary, The Bank of East Asia
(China) Limited, for the purpose of conforming to the prevailing reporting
requirements.

The above figures are disclosed in accordance with the return relating to
foreign currency positions the Bank submitted to the HKMA pursuant to
section 63 of the Banking Ordinance in respect of the annual reporting period,
which are computed on the consolidated basis as required by the HKMA for its
regulatory purposes.

(ii) Interest rate risk

The Group's interest rate positions arise from treasury and commercial banking
activities. Interest rate risk arises in both trading portfolios and non-trading
portfolios. Interest rate risk primarily results from the timing differences in
the re-pricing of interest-bearing assets, liabilities, and off-balance sheet
items. It also relates to positions from non-interest bearing liabilities including
shareholders’ funds and current accounts, as well as from certain fixed-rate
loans and liabilities. Interest rate risk is managed daily by the Treasury Markets
Division of the Group within the limits approved by the Board or the Asset and
Liability Management Committee. The instruments used to manage interest
rate risk include interest rate swaps and other derivatives.

(iii) Equity risk
The Group’s equity positions arise from equity investment and dynamic
hedging of customer-driven business. Equity risk is managed daily by the
Investment Department within the limits approved by the Board, Investment
Committee or the Asset and Liability Management Committee.

Market risk control limits have been set at varying levels according to the practical
requirements of different units. The Board approves the core control limits and
has delegated the authority to set detailed control limits to the Asset and Liability
Management Committee. Risk, return and market conditions are considered when
setting limits. Active limit monitoring is carried out.

In this connection, the Asset and Liability Management Committee monitors the
related market risk arising from the risk-taking activities of the Group, to ensure
that overall and individual market risks are within the Group’s risk tolerance level.
Risk exposures are monitored frequently to ensure that they are within established
control limits.

The Group quantifies the market risk of the underlying trading portfolio by means
of VaR. VaR is a statistical estimate that measures the potential losses in market
value of a portfolio as a result of unfavourable movements in market rates and
prices, if positions are held unchanged over a certain horizon time period.
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(b) Principal risks (continued) (b) FEZJE Ba (%)

Market risk management (continued)

The Group estimates VaR for the Group's trading portfolio by the parametric
approach, where the VaR is derived from the underlying variances and co-variances
of the constituents of a portfolio. This methodology uses historical movements in
market rates and prices, a 99% confidence level, a one-day holding period and
a one-year historical observation period. An equal or higher weighting scheme is
applied to more recent observations under which higher VaR should be used.

Structural foreign exchange positions arising from net investments in branches and
subsidiaries are not included in the VaR for the foreign exchange trading position.

The book value of listed shares, as well as the book value of private equity funds
and unlisted equities (collectively the “Unlisted Securities”), are subject to limits
and these are monitored by the Management of the Group. The Unlisted Securities
and listed non-trading equities are not included in the VaR for the equity trading
position, and are managed through delegated limits. The limits are subject to
regular review by the Asset and Liability Management Committee.

Total market risk capital charge under the advanced approach adopted by the
Group is divided into two parts, market risk capital charge for specific risk and
market risk capital charge for general market risk. Under capital charge for general
market risk, the Group uses the internal models approach for the VaR calculation,
by applying full 10-day price movement. For specific risk, the Group uses the
Standardised (market risk) Approach for the calculation.

The following table indicates the capital charge for market risk:
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Internal Models Approach WP A A
— General Market Risk - —RmERR 1,002 782
—VaR - A 383 204
— Stressed VaR - XERK 619 578
Standardised Approach B EE
- Specific Market Risk Debt Charge - BEmSRREREX 221 102
— Specific Market Risk Equity Charge - FEMSRERRGEK 155 185
Total B 1,378 1,069
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According to the Capital Rules, the Group adopts back testing to assess the
predictive power of the VaR estimation. Back testing consists of a periodic
comparison of the daily VaR measures with the subsequent daily actual and
hypothetical trading outcomes. Back testing is a statistical technique developed to
gauge the quality and accuracy of risk measurement model. 1 exception was found
during 2015 (No exception was found during 2014), under 99% confidence level
and 250-day observation period.

The Bank uses internal models approach for Vega risk capital charge calculation.

In addition, stress testing on market risk is performed for the Group as a
supplement to the daily VaR assessment. The Group applies sensitivity analysis
and scenario analysis, on individual portfolios and/or on the Group’s consolidated
positions, to assess the potential impact of extreme movements in market prices
on the Group’s earnings.

Value-at-risk & Stressed Value-at-risk statistics
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VaR for total trading activities RSEHNRIBELTE 32
VaR for foreign exchange trading

positions* INER SR RRMRE* 8
VaR for interest rate trading positions ~ F|Z= % 2 HEKE 3
VaR for equity trading positions BRORSERNERE 24

60 22 36
22 6 10

8 2 4
51 14 26

VaR for total trading activities RS EHNRIBELTE 23
VaR for foreign exchange trading

positions* INER SH R KK E* 8
VaR for interest rate trading positions ~ F|Z& X 35 & K E 4
VaR for equity trading positions BHZ SR NERE 16

33 16 24
" 3

9 1 4
23 13 18

*

Including all foreign exchange positions but excluding structural foreign exchange
positions.

*  BEEINERRETEEEEILEINER -
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(b) Principal risks (continued)
Market risk management (continued)
Value-at-risk & Stressed Value-at-risk statistics (continued)

(b) EZ k()
misRREE(E)
B R EER ERA ()

Stressed VaR for total trading activities 2 5/EBH X RE K EEE 66

Stressed VaR for total trading activities % 5/EBH X RE K EEE 59

109 51 84

A stressed VaR measure is intended to replicate a VaR calculation that would be
generated on current market risk portfolio if the relevant market factors were
experiencing a period of stress.

The average daily profit for all trading activities (including foreign exchange,
interest rate and equity trading activities) in 2015 was HK$1.89 million (average
daily profit of HK$2.15 million in 2014). The standard deviation of the daily profit/
loss for the period was HK$10.43 million (standard deviation of HK$6.77 million
for 2014). The frequency distribution of daily profit/loss is shown below:
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140
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Operational risk management
Operational risk is the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events.

The objective of operational risk management is to identify, assess, monitor and
report on operational risk and to comply with the relevant regulatory requirements.

The Operational Risk Management Committee is responsible for overseeing
operational risk management of the Group while the Operational Risk
Management Department under the Risk Management Division of the Group is
responsible for monitoring activities relating to operational risk.

The operational risk management tools adopted include operational risk incident
reporting, control self-assessment, key risk indicators, operation manuals, insurance
policies, business continuity planning, etc.

Furthermore, the Operational Risk Management Department under the Risk
Management Division of the Group has also performed self-assessment on the
Group’s compliance with the requirements of HKMA Supervisory Policy Manual on
Operational Risk Management, with satisfactory result which had been reviewed
independently by the Internal Audit Division.

Capital Charge for Operational Risk
As at 31st December 2015, capital charge for operational risk amounted to
HK$2,444 million (2014: HK$2,375 million).

Liquidity risk management

Liquidity pertains to the Group's ability to meet obligations as they fall due.
Funding liquidity relates to the ability to meet expected and unexpected, current
and future cash flow and collateral needs without affecting daily operations or the
financial position. Market liquidity concerns the inability to offset or eliminate a
position at market price because of inadequate market depth or market disruption.

The purpose of liquidity risk management is to ensure sufficient cash flows to
meet all financial commitments and to capitalise on opportunities for business
expansion. This includes the Group'’s ability to meet deposit withdrawals either on
demand or at contractual maturity, to repay borrowings as they mature, to comply
with the statutory LCR, and to make new loans and investments as opportunities
arise.
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(b)

Principal risks (continued)

Liquidity risk management (continued)

The Asset and Liability Management Committee is delegated by the Board
to oversee the Group's liquidity risk management. The Asset and Liability
Management Committee sets the strategy, policy, and limits for managing liquidity
risk and the means for ensuring that such strategy and policy are implemented.
Regular meetings are held to review the compliance status of the monitoring
matrix established and the need for any change in strategy and policy. Liquidity
is managed daily by the Capital Markets & Liquidity Management Department
under the Treasury Markets Division of the Group within the set limits. The Asset
& Liability Management Department under the Risk Management Division of the
Group is responsible for monitoring the activities relating to liquidity risk. The
Internal Audit Division performs periodic reviews to ensure that the liquidity risk
management functions are carried out effectively.

The LCR, which came into effect on 1st January, 2015, imposes a more stringent
regulatory regime for liquidity risk management on the Group. Banking (Liquidity)
Rules require the Group to meet the minimum LCR by 2019. During the transitional
period, the percentage will increase from 60% in 2015 to 100% in 2019, with
10% added to the regulatory requirement each year from 2016. To ensure
compliance with the enhanced regulatory requirement, material changes in the
LCR will be reported regularly to the Asset and Liability Management Committee
together with proposed mitigation actions to cope with adverse changes arising
from, including but not limited to, composition of the deposit and its remaining
tenor to maturity, short-term lending activities, and the Group’s asset and liability
mix strategy. An internal LCR target has been established to maintain the ratio
within a suitable range. In planning the asset and liability mix strategy, the Group
assesses the impact of asset growth and funding structure on the LCR with support
from relevant business units for the Asset and Liability Management Committee’s
review and decision.

As part of Group efforts to manage the LCR effectively, emphasis is placed on
strengthening the deposit base by retaining loyal customers and maintaining
customer relationships. The Group balances funding among retail, small business,
and wholesale funding to avoid concentration in any one source. Professional
markets are accessed through the issuance of certificates of deposit, medium-
term notes, subordinated debt, money market placement, and borrowing for the
purposes of providing additional funding, maintaining a presence in local money
markets, and optimising asset and liability maturities.
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Internally, intra-group funding transactions are carried out at arm’s length and
treated in a manner in line with other third party transactions, with regular
monitoring and appropriate control.

In addition to observing the statutory LCR, the Group has established different
liquidity metrics — including but not limited to the loan-to-deposit ratio, cumulative
mismatch ratio, funding concentration ratio, intra-group exposure threshold, and
cross currency funding ratio — to measure and analyse the Group's liquidity risks.
As a majority of the Group'’s liquidity risk arises from the maturity mismatch gap
between the Group's asset and liability portfolios, the Group manages liquidity
risk by conducting cash flow analysis and projections. These are carried out on a
regular basis to identify funding needs arising from on and off-balance sheet items
in a specific time frame over a set of time horizons. The Group maintains sufficient
liquid assets as a liquidity cushion that can be accessed in times of stress. The
high quality liquid assets for fulfilling the LCR consist of cash, short term funds,
exchange fund bills, and notes. The majority of the HQLAs are denominated in
Hong Kong dollars. Contingent funding sources are maintained to provide strategic
liquidity to meet unexpected and material cash outflows.

The Group also conducts stress testing regularly to analyse liquidity risk. Both
on and off-balance sheet items and their impact on cash flow are considered,
together with applicable hypothetical and historical assumptions. The assessment
and review of market liquidity risk are included in the various control processes,
including investment/trading strategy, market risk monitoring, valuation, and
portfolio review. Three stress scenarios — namely an institution-specific crisis, a
general market crisis and a crisis involving a combination of the two — are adopted
with minimum survival period defined according to HKMA's Supervisory Policy
Manual “Sound Systems and Controls for Liquidity Risk Management”.

With reference to the stress-testing results, the Group identifies potential
vulnerabilities within the Group and formulates a Contingency Funding Policy
and a Contingency Funding Plan that set out the Group’s strategy for dealing
with any liquidity problem and the procedures for making up cash flow deficits in
emergency situations.

The Contingency Funding Policy and Contingency Funding Plan are designed to be
pro-active and pre-emptive, and stipulates the following three stages:

1. The Group utilises early warning indicators, which cover both qualitative and
guantitative measures, and monitors both internal and external factors. Should
there be any early signs of significant impact on the Group's liquidity position,
Asset and Liability Management Committee is informed. The Asset and Liability
Management Committee will consider appropriate remedial actions and will
consider employing crisis management if the situation warrants.
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(b)

Principal risks (continued)

Liquidity risk management (continued)

2. A Crisis Management Committee, which is chaired by the Chairman & Chief
Executive, is formed to handle the crisis. Strategy and procedures for obtaining
contingency funding, as well as roles and responsibilities of the parties
concerned, are clearly stated.

3. In the final stage, a post-crisis review is carried out to recommend necessary
improvements to avoid incidents of a similar nature in the future.

An annual drill test is conducted and the Contingency Funding Policy and
Contingency Funding Plan are subject to regular review in order to accommodate
any changes in the business environment. Any significant changes to the
Contingency Funding Policy and Contingency Funding Plan are approved by the
Board and the Asset and Liability Management Committee, respectively.

Interest rate risk management

The Asset and Liability Management Committee is delegated by the Board to
oversee the Group's interest rate risk management, establish the strategy and
policy for managing interest rate risk, and determine the means for ensuring that
such strategies and policies are implemented. Interest rate risk is managed daily
by the Treasury Markets Division of the Group within the limits approved by the
Board or the Asset and Liability Management Committee. The Asset & Liability
Management Department under the Risk Management Division of the Group is
responsible for monitoring the activities relating to interest rate risk. The Internal
Audit Division performs periodic reviews to ensure that the interest rate risk
management functions are implemented effectively.

The Group manages the interest rate risk on the banking book primarily by
focusing on re-pricing mismatches. Gap analysis provides a static view of the
maturity and re-pricing characteristics of the Group’s assets, liabilities and off-
balance sheet positions. Re-pricing gap limits are set to control the Group’s interest
rate risk.

Sensitivity analysis in relation to the impact of changes in interest rates on earnings
and economic value is assessed through a hypothetical interest rate shock of 200
basis points across the yield curve on the Group’s assets, liabilities and off-balance
sheet positions and is performed on a monthly basis. Sensitivity limits are set to
control the Group's interest rate risk exposure under both earnings and economic
value perspectives. The results are reported to the Asset and Liability Management
Committee on a regular basis.
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Sensitivity analysis on interest rate risk T 3 J e IR Z 5 BT
The Group uses sensitivity analysis to measure the potential effect of changes in REERBYRESTRERE N EEEEHF
interest rates on our net interest income and economic value change. MEBWARKEBEBEZSTEELNTZE -

Impact on earnings over the next i lI 179200 {EE2;

12 months if interest rates HARK12[E R K
rise by 200 basis points B2 945 64 258 534 3 570

Impact on economic value if interest 47| -38200{E5%;

rates rise by 200 basis points HIBEENTE (132) 89 201 (199) 118 59
This sensitivity analysis, which is based on a static interest rate risk profile of assets BRESTERNEREER N - DKEE
and liabilities, is used for risk management purposes only. The analysis is based on ERAEHFENERABERMEL - @S
the following assumptions: W TR BIA SRR T
(i) there is a parallel shift in the yield curve and in interest rates; () Yoz = phiR R R R FEAT5E)

(i) there are no other changes to the portfolio; (i) e EE)

(i) no loan prepayment is assumed as the majority of loans are on a floating rate (i) BRFRERFERER  ARHBHER

basis; and BREZEEER Rk
(iv) deposits without fixed maturity dates are assumed to be repriced on the next (iv) REBOREBEEZIHANFRREBBE
day. B o
Actual changes in the Group’s net interest income and the economic value A= | 58 i AR BER B AR BB
resulting from the increases in interest rates may differ from the results of this ENEREZHRERESTOE R LR
sensitivity analysis. NE
(c) Capital management () EXERE
The HKMA sets and monitors capital requirements for the Group as a whole. LERTIERERAEEERBNELRE -
In implementing current capital requirements the HKMA requires the Group to EERRITNERRER - @ERRTELRE
maintain a prescribed ratio of total capital to total risk-weighted assets. The Group EEFBEENEEAEBRRMMEESEL
calculates requirements for market risk in its trading portfolios based upon the Ko AEERBEAREEAFERZIEEHN
Group's VaR models and uses its internal gradings as the basis for risk weightings MIHER - RBBEALTRIEREERBRZ
for credit risk. Banking operations are categorised as either trading book or Rl EBREE  FEXZHEENT SRR
banking book, and risk-weighted assets are determined according to specified B3R - RITEB D R 5 EMBRITEM -
requirements that seek to reflect the varying levels of risk attached to assets and [ S E KRS RIREME - FRIHE
off-balance sheet exposures. BERMEEENTERBKTFREEAR
RIMNESE

In addition to meeting the regulatory requirements, the Group’s primary objectives RESEEREIN  AEBEBREANEE
when managing capital are to safeguard the Group’s ability to continue as a going BORREASERFELE  FEATER
concern, so that it can continue to provide returns for shareholders and benefits % B 42 4 [2] 3R J2 73 H 4t 45 B8 05 & 75 2R R
for other stakeholders, by pricing products and services commensurately with the o J7A B AR K IR A B oK T E E o B RS

level of risk and by securing access to finance at a reasonable cost. B8 - RIASEARARHERERE -
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(10)PRINCIPAL RISKS AND CAPITAL ADEQUACY (conTiNuED) S EAMB R EXR T EE @)

(9]

Capital management (continued)

The Group actively and regularly reviews and manages its capital structure to
maintain a balance between the higher shareholder returns that might otherwise
be possible with greater gearing and the advantages and security afforded by a
sound capital position, and makes adjustments to the capital structure in light of
changes in economic conditions.

The process of allocating capital to specific operations and activities is undertaken
by the Asset and Liability Management Committee and is reviewed regularly by the
Risk Management Committee, RIC and the Board.

Consistent with industry practice, the Group monitors its capital structure on the
basis of the capital adequacy ratio and there have been no material changes in the
Group's policy on the management of capital during the year.

The capital adequacy ratios as at 31st December, 2015 and 31st December, 2014
are computed on the consolidated basis of the Bank and certain of its subsidiaries
as specified by the HKMA for its regulatory purposes, and are in accordance with
the Capital Rules of the Banking Ordinance which became effective on 1st January,
2007.

The Group and its individually regulated operations have complied with all
externally imposed capital requirements throughout the year ended 31st
December, 2015 and 31st December, 2014 and the Group is well above the
minimum required ratio set by the HKMA.

(0 EXEE@®)
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(11)CREDIT RISK UNDER INTERNAL RATINGS-BASED (“IRB"”) APPROACH

This section presents information on the Group’s risk management for credit
exposures under IRB approach.

Foundation IRB approach is adopted for capital adequacy assessment for credit risk
where internal rating systems are applied against different types of counterparties
in the risk management process.

(a) Structure of internal ratings systems

The internal ratings system serves as the foundation for the Bank’s risk
management and capital adequacy assessment. In general, the system adopts a
20-tier rating structure.

For Corporate, Bank and Retail exposures, internal measure of credit risks are based
on an assessment of the borrower and transaction characteristics of each exposure.
Therefore the Bank has a two-dimensional rating structure, one dimension being
the borrower grade, and the other being facility grade.

The borrower grade reflects risk of borrower default. The borrower’s Probability
of Default over a one-year horizon is linked up to the 20-tier structure, with the
last 3 tiers down the structure being default grades. The facility grade incorporates
transaction specific factors e.g. collateral, guarantee, etc. These factors are directly
linked up to the transaction’s Expected Loss, which is in turn transformed into a
20-tier structure.

On the other hand, the Bank utilises the Supervisory Slotting Criteria Approach
in rating Specialised Lending exposures. Under this approach, a single-dimension
rating considering both the borrower and transaction characteristics will be assigned
to the credit exposure, with the same 20-tier risk structure.

For Corporate and Bank exposures, borrower grades generated from the internal
rating systems are benchmarked to external credit ratings.

(b) Use of internal ratings

The Bank has used information generated from internal rating systems in
various areas including but not limited to credit approval, credit monitoring,
loan classification, pricing, formulating business strategies and capital adequacy
assessment.
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REATREEFTEETENEERR@®

(9]

(d)

(e)

Control mechanisms for rating systems

In order to ensure that the rating systems are robust, the Bank has a control
mechanism and relevant policies in place to validate the accuracy and consistency
of the systems, which are used for the estimation of all relevant risk components
for risk management and capital adequacy calculation.

The validation process covers 2 major aspects: review of internal rating models
(i.e. quantitative assessment) and review of internal control and compliance (i.e.
qualitative assessment). For the purpose of independence and accountability,
staff members who are responsible for carrying out the validation process should
be independent of those staff members who are responsible for designing
and developing the rating systems. The Credit Committee oversees the whole
validation process and reviews/approves the validation results and deliverables of
the validating team on an annual basis.

Internal rating process

The Bank's internal rating process begins with the business units. These units apply
different models for rating different types of credit exposures. During the process
of rating assignment, overriding of the rating generated by the models is possible
if it is considered that material information has not been taken into account by the
models. The justification for overrides should be properly documented.

The rated credits, whether or not overrides are necessary, are then reviewed and
approved by an individual party other than the one responsible for the assignment
of the rating. This ensures accuracy and precision of the ratings, and that ratings
are prudent and comply with the credit policies of the Bank. Based on the policies
of the Bank, ratings of credit exposures will be reviewed at least annually.

Types of exposures
— Corporate exposure includes exposures to corporate SMEs, other corporate
and specialised lending.

— Bank exposure includes exposures to banks, regulated securities firms and
public sector entities.

— Retail exposure includes residential mortgages, qualifying revolving retail
exposures and other retail exposures.
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(f) Variables, methods and data for estimation and validation of

internal ratings

Probability of Default (PD)

For corporate exposures, PD is estimated based on both financial and business
variables. Financial variables are financial ratios which link up to the profitability,
liquidity and capital structure of the borrower, whereas for business variables,
risk factors are assessed through management quality, industry risk and company
standing. The two assessments are combined based on a scorecard methodology
to produce the PD which is estimated through the Bank'’s default data.

For retail exposures, borrowers with homogenous nature and transaction
characteristics are segmented into pools in each of which an estimated PD is
assigned.

For bank exposures, the estimation of PD takes into account the financial strength
and qualitative factors. Financial strength considered profitability, liquidity, asset
quality and capital structure, whereas qualitative factors are assessed through
operating environment and other internal factors such as funding source and
historical performance.

Loss-Given-Default (LGD)
For corporate and bank exposures, the Bank applies the supervisory LGD estimate
provided by the HKMA.

For retail exposures, the LGD estimate is based on historical realised loss and total
historical default amount within a defined period.

Exposure-at-Default (EAD)

EAD is calculated as sum of on-balance sheet amount and credit equivalent
amount of off-balance sheet items. Credit equivalent amount is the exposure
amount of off-balance sheet items multiplied by the respective credit conversion
factors according to the Capital Rules. For certain revolving retail exposures, the
credit conversion factor is estimated with reference to the historical realised further
drawdown rate prior to defaults.

The exposure amount disclosed in the following of this report relating to IRB
exposure refers to EAD.
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(9)

Variables, methods and data for estimation and validation of
internal ratings (continued)

Assumptions Employed in Derivation of Variables

The assumptions behind the estimation of PD are: (1) risk factors selected for
estimation are valid and significant; (2) the weight assigned to each risk factor is
reasonable and appropriate for the estimation in the context of the Bank's credit
portfolio; (3) the estimation model/methodology is valid and appropriate for the
Bank's credit portfolio and risk environment; (4) for retail exposures, default rate
from year to year does not exhibit significant fluctuations so that historical data
(default rate) could be applied as PD estimate.

The underlying assumption of LGD estimate is that the loss and recovery pattern
of the credit portfolio from year to year does not exhibit significant fluctuations so
that historical realised LGD could be applied as LGD estimate. It is also assumed
that realised LGD differs significantly across the credit portfolios.

For certain revolving retail exposures, the EAD is estimated based on the assumption
that the historical further drawdown rate from year to year does not differ
significantly so that historical data could be used for estimation of current EAD of
the revolving retail exposures.

Methods of Validation

In order to ensure that the above assumptions for estimation are valid and the
Bank’s internal rating system is reliable and suitable for the Bank’s credit portfolio,
regular validation is indispensable.

The validation of the rating models is divided into (1) review of rating systems
(quantitative assessment); (2) review of use of ratings (qualitative assessment).

The review of rating systems is carried out through a series of statistical tests. The
purpose of the review is to assess the predictive power and robustness of model
and the presence of under/over estimation.

The review of use of ratings focuses on the process of rating assignment, review
and approval.

Policies for establishing provisions

The impairment losses of loans and receivables are measured as the difference
between the asset’s carrying amount and the present value of estimated future
cash flows discounted at the asset’s original effective interest rate. Receivables with
a short duration are not discounted if the effect of discounting is immaterial.

The total allowance for impairment losses consists of two components: individual
impairment allowances, and collective impairment allowances.

(f) B REERNBIROTEEER - 7

EREE ()
FHEAZEARERANERR
EFTERERRERENRR : (1)ETiHR
FrERnRRAZRTIBAERRESR - QFER
TEEAATE - ASEREZER TE
EETHE - DEBAEREE - Q)EFHRE
S TERATOEERE KRR R E T
BERREE - RTERBRAREMS @ F
RHEEEWEBRENKE) - HUBEEIR
(BER)AEAEERRAEMS -

BEBRAEEOANERR  SHAEAF
SRS T BRI R B A BN TS
B RS E A KK AR R B IE AR
i NRERERAANEREEEARES
TR -

RETERTERBAENS @ HEERE
B AER R RRE - FRBEE —FTRRRE
AR EL 33 M8 582 T (R 1 < 3B 1 BUR AT R (i
FHEIRT B R AN RITE B RBRALE -

BB IA

AR i AETRF MERNBRRER - A
EARTABTRERAATEERET ST
BrRERES  ERERRERMEN -

FRBEORENEDR - (VBEFRFES
(BEFH) QBETRNER(EETR) -

FENRRRTIER— RIRE R -
EE AN BELNTERE D RIBREIE
& ARREFEEMSSENER

M RERNES - TIAFRARERLRF S
E

R EFSHBER

ERMERIRRERERSR - RRBEER
EEREFRRRSRIZEEREZEHAH
RIFEBBE A B ZZEE - MR
HRERNOZETA - T EEHRKE

=
TA °©

-~

REBKXEEEEBREMITD  ERRESE
- RERRERRE -



RERTERAR | 2015 F 3k | 333

UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

The Group first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, and individually or
collectively for financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes the asset in a group
of financial assets with similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed for impairment and for
which an impairment loss is or continues to be recognised are not included in a
collective assessment of impairment.

The individual impairment allowance is based upon management’s best estimate of
the present value of the cash flows which are expected to be received discounted
at the original effective interest rate. In estimating these cash flows, management
makes judgements about the borrower’s financial situation and the net realisable
value of any underlying collateral or guarantees in favour of the Group. Each
impaired asset is assessed on its merits.

In assessing the need for collective loan loss allowances, management considers
factors such as credit quality, portfolio size, concentrations, and economic factors.
In order to estimate the required allowance, the Group makes assumptions both
to define the way the Group models inherent losses and to determine the required
input parameters, based on historical experience and current economic conditions.

The accuracy of the impairment allowances the Group makes depends on how
well the Group can estimate future cash flows for individually assessed impairment
allowances and the model assumptions and parameters used in determining
collective impairment allowances. While this necessarily involves judgment,
the Group believes that the impairment allowances on loans and advances to
customers are reasonable and supportable.

All loans and receivables are reviewed and analysed periodically. Any subsequent
changes to the amounts and timing of the expected future cash flows compared
to the prior estimates that can be linked objectively to an event occurring after
the write-down, will result in a change in the impairment allowances on loans and
receivables and will be charged or credited to the income statement. A reversal
of impairment losses is limited to the loans and receivables’ carrying amount that
would have been determined had no impairment loss been recognised in prior
years.

Where there is no reasonable prospect of recovery, the loan and the related
interest receivables are written off.

The Bank takes into consideration the provision made in its capital maintenance
decisions as in accordance with Section 220 of the Capital Rules. The Bank
compares the total expected loss ("EL") amount and the total eligible provisions,
and if total EL amount exceeds total eligible provisions, the Bank deducts the
difference from the Common Equity Tier 1 capital. On the other hand, if total EL
amount is less than the eligible provisions, the Bank includes the difference in its
Tier 2 capital up to a maximum of 0.6% of the Bank's risk weighted amount for
credit risk calculated using IRB Approach.

AEBERBEAYBER (&)

AEEEAMEEBREREESENFE
RENEAEREE - RMEMNIBBEFER
FERNERTBMEE - EAREHETER
ERRT T FERNERNFEEREE - BH
BEAET  AKEKAHERRRSEN SR
BERE - RFERRENS - (FEFIRE
HEMEEMRERREREER - HRE
BATE BRENEEREERNA -

B BIBE R E IR B A R A AT S 7T
BEl Ol 2 R iR RA M AR R ERE
18 - EfFIIRERE - EREAHEMERA
BV BUR R s T AR B R IR iR 2
AEREE  YANMEERREEENELE
&fE -

ERHE R BRRRERNEER - TEE
BERMARBREEER HaRE =
E&H - RERERZE - BRMEFAFENE
B AKBIRBBE KRB 2 LEE
RIERFRAREEE BRI R AB AR ZBA

BAENERYE - BRI AKEELEFEE
REGRERA R B EHFORRRER K
TE 7 7 28 82 R (B 2E A IS FTER AR O R AR AR =0 %
B - HARTHEME - AREREER
BRERBRESENRHAN

P B FE M AR SR A E B R ARt R D AT ©
R - EARGEFRRREROSER
REFEELRGTHOAREE  MZBERE
A EEM SR BN RRE - {tm
BRRERKEGNBLE  ZBEEH
HfF AR o BEBRRZEEARNMRR
% B R AN W AR R A HOR R RRR E
BRABREE

fHERERES WO - RIERRAAEE
WA S s o

BAIRCERIRANNE 22015 - RITEEL B
ERERNRER - 8 RATEDNERS
o ATHBBHIBEXABERSERERS
BEE - WEBHBRRXRERRAAERERSR
B ATEELBARE —RE AR A
o MR MEHBEXBERSERERS
BRI - ANTTRIEEZ A ARITZRER
A - ER BN ARELERT A EME
NMTEERBREE R INEEEEN0.6% °



334 | The Bank of East Asia, Limited | Annual Report 2015

UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
REERBEAYBES (F)
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(h) Exposure subject to supervisory estimates (h) SRR EE MR RRAE
The following table indicates the exposure classes and the respective exposure TR BIFETR2015F12 A31H %201445
amounts that are subject to supervisory estimates as at 31st December, 2015 and 12 A31 BZBRREE It R AELER|
31st December, 2014 respectively: T AR e B B AR AR R

Bank AT 148,082 85,872
Corporate T¥ 414,199 470,342
Equity booked on banking book subject to SRITER Ty

Simple Risk-weight Method under — AR EETH

Market-based Approach HERRESE AR 3,080 3,106

(i) Non-securitisation exposure amount by IRB calculation approach () REFTREEFEETHIEZRS(LE
Il B B A

The following tables indicate the non-securitisation exposure amount under each &S BIEETRMN20154 12 A31H R20144F
IRB calculation approach as at 31st December, 2015 and 31st December, 2014 12 331 B & NPT REETEE THIFES
respectively: le=-VlEYZSi S
2015

Bank $R1T 148,082 - - - - -
Corporate % 392,796 21,403 - - - -
Residential mortgage FEiZiE - - 77,743 - - -
Qualifying revolving retail EERBRTE - - 28,236 - - -
Other retail HiZE - - 11,770 - - -
Equity RiE - - - 3,878 - 4,696
Other Hit - - - - 24,770 -

Total ) 540,878 21,403 117,749 3,878 24,770 4,696
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2014

Bank AT 85,872 - - - - -
Corporate 1% 437,924 32,418 - - - -
Residential mortgage EEZIB - - 71,718 - - -
Qualifying revolving retail AERBRTE - - 27,996 - - -
Other retail HiTE = - 12,716 - - -
Equity [ i = = = 3,808 = 5,161
Other Hit = = = = 19,479 =

Total ik 523,796 32,418 112,430 3,808 19,479 5,161
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(j) Risk assessment for IRB exposure classes

The following tables indicate the exposure amount, exposure weighted average
risk weight and exposure weighted average PD under bank exposure and corporate
exposure across borrower grade, the exposure amount and exposure weighted
average risk weight under specialised lending across supervisory rating grade
and the exposure amount under retail exposures across facility grade as at 31st
December, 2015 and 31st December, 2014 respectively:

For bank exposure

2015

76
15,508
32,853
22,378
22,090
13,253
30,359

6,844
3,303
1,006

140

O 00 N oo Ul M W N

= |= |= | >
w N - O
-

194
77

= =
o b

() PEBET AR E 2 BRI 2E Bl B0 L BB FT

&

TRS BIFERN20159F12 A31H % 20144
12 A31 B ERIERAERITERAE R B
BB FAE T 8RB AR B - BB AIE A
T R R Ak B I R BR AR AN 1932 B s AR
X REETREREEMEEETHER
REBUE R RBRAE N T R RS - A
EEREUBETERBAETHRBREESR
28

FERTTRBAET S

18.28% 0.04%
34.43% 0.07%
42.65% 0.11%
53.51% 0.16%
63.62% 0.21%
65.19% 0.25%
78.63% 0.35%
83.27% 0.53%
101.45% 0.84%
129.07% 1.45%
122.92% 2.06%
133.09% 2.76%
180.13% 4.11%
225.42% 8.39%
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For bank exposure

2014

O 00 N oo U1 A W N —

s s | s | = =
uu A W N — O

12

565
4,748
19,659
9,946
562
5,263
1,749
16,779
12,140
10,483
2,144
1

556
1,265
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AEBEBRHAVHEN (&

BLRTT R EYET 5

14.10%
27.01%
3241%
45.37%
54.82%
52.31%
54.24%
77.78%
104.39%
113.85%
137.97%
152.00%
137.31%
186.27%
207.38%

0.03%
0.05%
0.07%
0.1%
0.16%
0.20%
0.25%
0.33%
0.61%
0.85%
1.39%
2.06%
3.09%
4.64%
6.67%

)
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REERBEAYBES (F)

(11)CREDIT RISK UNDER INTERNAL RATINGS-BASED (“IRB") APPROACH (CONTINUED)
RIBASBFREETE LT ENEERBR @

(j) Risk assessment for IRB exposure classes (continued) () AEBEE AR B 2% @ B A IE 38 Bl 49 J= b 57
1 ()
For corporate exposure M ERBRAET =
2015

1 232 21.13% 0.03%
2 11,103 17.91% 0.04%
3 17,034 19.41% 0.08%
4 28,900 32.73% 0.12%
5 12,806 39.78% 0.16%
6 31,371 43.70% 0.20%
7 33,101 38.56% 0.24%
8 64,691 49.43% 0.35%
9 48,797 63.29% 0.53%
10 34,348 64.52% 0.86%
1" 34,363 73.69% 1.34%
12 15,941 77.10% 1.78%
13 16,083 70.03% 2.54%
14 12,116 98.73% 4.10%
15 7,360 84.50% 6.02%
16 8,230 130.88% 9.38%
17 12,631 166.04% 43.19%
18 944 317.73% 100.00%
19 2,146 286.04% 100.00%
20 599 379.24% 100.00%




For corporate exposure

2014

O 00 N oo U1 A W N —

) e e | o o | o |2 = | =
O W 0 N o0 U1 A W N = O

531
13,865
18,733
35,880
24,020
33,002
68,699
75,644
52,804
59,576

8,886
21,471
8,292
7,230
1,681
2,469
3,340

896

804

101
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AEBEBRHAVHEN (&

HEERREENS

13.05%
18.43%
18.69%
31.68%
38.12%
43.91%
34.62%
45.53%
46.54%
49.29%
91.79%
58.11%
49.20%
92.89%
88.90%
122.62%
162.66%
354.00%
316.46%
579.12%

0.03%
0.04%
0.08%
0.12%
0.16%
0.20%
0.24%
0.36%
0.52%
0.89%
1.39%
1.87%
2.87%
4.48%
6.57%
9.50%
49.92%
100.00%
100.00%
100.00%

)
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(11)CREDIT RISK UNDER INTERNAL RATINGS-BASED (“IRB") APPROACH (CONTINUED)
RIBASBFREETE LT ENEERBR @

(j) Risk assessment for IRB exposure classes (continued) () PP AR B 25 | e R I %8 Bl 1Y L e 5
1 (48)
For specialised lending HEFIEEEMS

Strong & 19,901 74.20% 30,277 74.20%
Good R 1,287 95.40% 1,980 95.40%
Satisfactory ] - - - -
Weak RE 167 265.00% 61 265.00%
Default #5 8 - 100 -
For residential mortgages HEERBm S

1 1,303 191
2 781 -
3 10,922 30,692
4 49,710 3,106
5 6,268 31,352
6 3,335 2,689
7 716 1,320
8 145 -
9 23 -
10 1,446 6
1 683 2,057
12 255 51
13 145 77
14 73 48
15 1,609 30
16 12 5
17 234 94
18 80 -
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For qualifying revolving retail exposures REBRERTERRAER S

5 6,045 6,466
6 225 198
7 15,589 13,119
8 1,587 1,400
9 1,285 1,611
10 561 578
11 507 1,672
12 1,545 1,700
13 28 28
14 482 785
15 362 424
16 8 7

18 12 8
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(11)CREDIT RISK UNDER INTERNAL RATINGS-BASED (“IRB") APPROACH (CONTINUED)
REBEASFREETE L ENEERR @

() PEBET AR E 2 BRI 2E Bl B0 L BB FT

(j) Risk assessment for IRB exposure classes (continued)

For other retail exposures

1

O 00 N o Ul M W N

N == [ [ = [ | |2 e == [ =2
O W 00 N O U1 B W N = O

1k ()
MEMTERBAEN S

272 186
55 =
940 693
500 =

7 4,700

396 5
3,413 2,743
74 72
4,028 1,264
489 6
339 2,734
570 92
333 74
31 26
220 61
- 2

52 29

33 21

1 =

7 8

(k) Comparison of rating estimates against actual outcome

Comparison is made on the 1-year rating estimates for the Group’s performing
credit portfolios at 31st December, 2014 against the actual outcome for the same
portfolios during the financial period ended 31st December, 2015.

Comparison of actual loss and estimated loss

The following tables indicate the actual loss during the financial year ended 31st
December, 2015 and 31st December, 2014 which are compared against the
estimated loss at 31st December, 2014 and 31st December, 2013 of the respective
portfolio. Actual loss refers to impairment loss allowance and charge-off charged
to the Group's income statement during the financial year ended 31st December,
2015 and 31st December, 2014. The difference between the actual loss for the
financial year ended 31st December, 2015 and 31st December, 2014 is immaterial
when compared with the Group's loan portfolio in the respective period.

(k) EEBRTARfhETERE R E T

PAR2014F12 A31 B AL ERBITHEEHSE
B —F PR ETEE E 201512 A31 B 1EBF
EREARE AE R A A M BB FIELLE o

bR BRI R EAEET AR
TRBREZE2015412 318 K%20144 12
A31AMRFEEMNERIER - WERHERN
HEEHZE2014412 A31 B % 2013412 A
31 BRREHERLE - ERBAREHZ2015
F12A318K2014F12 A31 B LI BEER
BB R R AR R BB ROME
HZ=2015%12 A31 8 REZE2014F12 A31
BEEBRIEX HURAEENEREETE
HEASENERE - WREEANH A
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2015

AEBERHAVHER (F)

Bank AT - 253
Corporate ¥ 911 1,392
Residential mortgage EEZB 45 103
Qualifying revolving retail AERBREE 33 263
Other retail HinTE 50 106
Total FLEs) 1,039 2,117
2014

Bank BT - 290
Corporate % 625 604
Residential mortgage EEZB 14 95
Qualifying revolving retail BERERTE 21 227
Other retail HinZTE 38 124
Total kil 698 1,340

For specialised lending which is not included in the above tables, the actual loss
during the financial year ended 31st December, 2015 and 31st December, 2014
were both HK$0 million while the estimated loss at 31st December, 2014 and 31st
December, 2013 were HK$142 million and HK$187 million respectively.

BERRZEBEEANEMEEETS @ &
Z2015% 12 A31 8 &20145F12 A31 B 1L
BEERERIERE AEK0E ST - MiEH
201412 A318 K% 2013412 A31 B
B B ABIE 420870 KB 8718 7T ©
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REBERHAUBER (F)

(11)CREDIT RISK UNDER INTERNAL RATINGS-BASED (“IRB"”) APPROACH (CONTINUED)

RERBFREEFELTENEERR@®

(k) Comparison of rating estimates against actual outcome (continued)
Comparison of actual default against estimated probability of default
The following tables indicate the actual percentage of default during the financial
year ended 31st December, 2015 and 31st December, 2014, which is compared
against the estimated 1-year probability of default (PD) at 31st December, 2014
and 31st December, 2013 of the respective portfolio.

2015

(k) EEERFAR et REREF (3

LR ERER BAHERARE

TNRENEZE2015412 A31H K%2014512
A3B LM BEENEREEEDL - WA
RERMEA D BIN2014912 8318 K%20134
12 A31 BREET—FE T RRRLEK -

Bank $R1T 0.00% 0.70%
Corporate hF 2.40% 1.37%
Residential mortgage FERE 0.30% 0.71%
Qualifying revolving retail BERERTE 0.30% 0.71%
Other retail HthTE 2.29% 2.93%
2014

Bank ]RIT

Corporate =3

Residential mortgage FERE
Qualifying revolving retail BERERTE

Other retail HiZTE

0.00%
1.49%
0.26%

0.33%
1.90%

0.70%
0.85%
0.69%
0.72%
3.05%
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AEBERHAVHER (F)

(12)CREDIT RISK UNDER STANDARDISED APPROACH X &2 THEEEK

This section presents information on the Group’s risk management for credit
exposure in which the Bank adopted Standardised Approach for capital adequacy

assessment.

(a) Ratings from external credit assessment institutions (ECAI)

Credit ratings from Moody’s Investors Service and Standard & Poor’s Ratings
Services are used for all classes of credit exposures under Standardised Approach.
The Bank follows the process prescribed in Part 4 of the Capital Rules to map the
ratings to the exposures booked in the Bank'’s banking book.

(b) Risk assessment for exposure classes under Standardised Approach

The following tables indicate the exposure amount and risk weighted amount for
each class of exposure with and without ECAI ratings as at 31st December, 2015
and 31st December, 2014 respectively:

2015

A2 AEEBRERREFELGFHE
ARRENEERRAENRREREH -

(a) B EEFHERABHETR
B EE RE MR E L BT RRENER
ARRREREFERTHNSBEERRA
& - ATRBCEARANDB AR RENES
IERF R A TIRTTRR B A0 RUBR A

(b) BEEFHE AT B B AR 4 28 Bl 19 /2L B 5
&
TRAEARDFN2015%F12 A31H k20145
12 831 B8 FOR A RN B B AT (2
FEAR B TR R AR AR B T MR B R R B
KR pntESEE

Sovereign THE 81,832 81,832 - - -
Public sector entities NEWE 454 490 - 7 -
Bank $R1T 1,471 793 678 250 264
Securities firm BHAT 164 148 2 30 1
Corporate b1 10,971 1,086 6,440 722 6,440
Regulatory retail EETE 3,671 - 3,671 - 2,753
Residential mortgage EEIZS 11,897 - 11,638 - 5,373
Other exposures that are A ER E A AR

not past due I 14,313 - 6,998 - 6,998
Past due B 238 - 238 - 281
Off balance sheet EEABRRIN

exposure El s 1,820 202 1,492 13 1,401
Counterparty exposure R S F R RAE 1,782 286 610 142 609
Total B 128,613 84,837 31,767 1,164 24,120
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KEZERMBEN(E)

x

(12)CREDIT RISK UNDER STANDARDISED APPROACH (conTinuep) FZEESTEEZ T HEE R @)

(b) Risk assessment for exposure classes under Standardised Approach
(continued)
2014

(b) BREESTHIE T B BRI 28 B B0 B BR FY

fl ()

Sovereign TiE 93,321 93,321 - 19 =
Public sector entities N7 558 558 27 - 5
Bank $R1T 32,578 22,954 9,624 6,557 4,322
Corporate b 18,790 267 9,505 132 9,505
Regulatory retail EETE 2,937 - 2,936 - 2,202
Residential mortgage FEiZiE 8,052 - 7,806 - 4,286
Other exposures that are R HME MR R

not past due RE 12,498 = 5,549 - 5,549
Past due B 100 - 100 - 109
Off balance sheet EEBERIN

exposure BB A 2,599 145 1,298 - 1,217
Counterparty exposure RHYUFRBEE 1,545 140 560 64 551
Total B 172,978 117,385 37,405 6,772 27,746
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(13)CREDIT RISK MITIGATION BKE & EEIE

AEBERBEAYBER (&)

(a) Process of managing and recognising credit risk mitigation

The Bank has established policies on managing and recognising credit risk
mitigation, which is approved by Credit Committee, for all types of credit exposure
under both IRB approach and standardised approach including counterparty
credit risk-related exposure which arises from securities financing transactions
and derivative contracts booked in the banking book or trading book. The Bank
applies prudent assessments of eligibility and quality of collaterals. A list of credit
risk mitigations which is deemed appropriate by the Bank is in place. The Bank also
applies safe custodian of collaterals, regular re-valuation and close monitoring.
Marketable securities are marked-to-market on a daily basis whilst valuations on
properties are reviewed periodically.

For regulatory capital calculation, only recognised collaterals, guarantees and
credit derivative contracts as laid down under the Capital Rules are considered as
recognised credit risk mitigations and the Bank adheres to the criteria as stipulated
in the Capital Rules when assessing the eligibility.

Recognised collaterals include both financial and physical collaterals. Financial
collaterals include cash deposit, gold, shares and debt securities and mutual fund/
undertakings for collective investments in transferable securities, whilst physical
collaterals include commercial real estate, residential real estate, vehicles and
equipments. The exposure amount after mitigation is determined by applying
the standard supervisory haircut laid down in the Capital Rules as an adjustment
discount to the current collateral value.

Recognised guarantees are guarantees provided by sovereign entities, public
sector entities, banks, regulated securities firms or corporates that have ECAI issuer
ratings, and have been allocated a lower risk weight than that allocated to the
exposures in respect of which the guarantees have been given.

On-balance and off-balance sheet recognised netting is not adopted by the Bank.
As for recognised guarantees and recognised credit derivative contracts, only
recognised guarantees provided by bank entities and those provided by the Hong
Kong Mortgage Corporation Limited are applied as credit risk mitigation for capital
adequacy calculation at the end of the reporting period.

(a) BEERAEREEERBRERNER

AITEHEE 2 RRBERKREERREESN
KK - MBERTEEEZE@4E - BRAR
MR R EEA EARREAEATRERE
EREBAE  BRERRITRARZETH
BARMERXZGEITETEALSI BN 5%
F=AEBAEEORBRERE o RITRETE

BE —RZINATE AR ENREERER R
i o AT MZEREE MG - EHIEENMG
ERFHERNER - §EEFBRHED
BEftE - MENGHEREHES

REAEEEEAMS - RECERRADET
MRAERR  EREEETETAGHNT
AR ARAHREERRRERE - N1THEF
EREEERRERSS A ERE - @85
CEARRADNRENER -

RARAREEERREDERR - £FK
HARBEASEFN B B REBKES
REBESD EBIRE N EIRE S
% MEDERREEREBE X
B EEEERE o BUERRR R R AER
BIKERRADFT TR EE BRI
HRTER R EENFEHRMETE

RABRDEAEEERE AZEM R
1 REEB SRR NERINBIE AT
BREAFBNCERRENER  MZE
FERVZABUS L PR R R B AR SR 0 [ i
HE -

AL ERMEERBERAREER BRI
RAFEEET A - ERBAERERAE
ENTETRAHN  ATRFERARARMHIR
TERAMBEEZRBESFRAFMREN
RAEREAREEERBIERE - AFEE
ARERE e
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REERBEAYBES (F)

(13)CREDIT RISK MITIGATION (conTiNnueD) SRS B Lk & K (an)

(b) Non-counterparty credit risk-related exposures covered by (b) AZPEREESHEE T URTIKF R

recognised collaterals or recognised guarantees under IRB FRABREBENER S HFERIE
Approach B R BRI 2R

Bank AT 2,735 1,906
Corporate T¥ 192,623 221,228
Retail B 82,401 79,845
Total pak] 277,759 302,979
As at 31st December, 2015 and 31st December, 2014, total exposures (including 2015612 A31H k2014512 A31H » £
counterparty credit risk-related exposures) covered by recognised collaterals or RNBREEEFES TAHENARTERR
recognised guarantees amounted to HK$279,322 million and HK$303,719 million IRAERBENEARAELE(BERS
respectively when calculated gross of specific provisions. HFEEERRBBENEREE) DR ABE

2,793.2218 7t kB #63,037. 1918 7T ©

(c) Total exposures covered by recognised collaterals or recognised  (c) ZEFTE AT AR K 1 R k2 A5
guarantees under Standardised Approach TRORE M E AR SR

EHAT 14 -

Securities firm

2
Corporate b 3,445 9,018
Regulatory retail EETE - 1
Residential mortgage FEi%B 259 246
Other exposures which are not past due 780 HA ) EL 4t [ B AR 7,315 6,949
Past due bz 151 82
Counterparty RHHF 886 845
Off balance sheet BEAEXRINER 190 1,156

Total k) 12,260 18,297
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AEBERBEAYBER (&)

(14)COUNTERPARTY CREDIT RISK-RELATED EXPOSURE EBid37 5 ¥t F =& & [ 4878 80 E paAiE

The Bank has adopted the Current Exposure Method for regulatory capital
calculation of its counterparty credit risk arising from securities financing
transactions and derivative contracts booked in the banking book and trading
book. Internally, the Bank has in place a set of policies and a comprehensive
framework to effectively manage such counterparty credit risk. Under this
management framework, distinct credit limits for counterparty credit exposure
for individual counterparties are determined based on the credit standing of the
counterparties, collateral value, contract nature, etc.

The Bank has set out in its internal policies a process for identification of wrong-
way risk for individual counterparties. Regular stress-testing is conducted to
assess the potential impact of wrong-way risk on the Bank’s capital adequacy and
profitability.

According to the Credit Support Annexes of the International Swaps and
Derivatives Association Master Agreements between the Bank and its major
counterparties, and the Bank’s credit rating position and outstanding liabilities
arising from counterparty credit risk-related transactions as at 31st December,
2015, the Bank would not have to provide any additional collateral if there were a
downgrade in the Bank'’s credit ratings from Moody's Investors Service or Standard
& Poor’s Ratings Services by one notch.

At 31st December, 2015, no recognised credit derivative contract is applied as
credit risk mitigation and no valid bilateral netting agreement as defined in HKMA
Guideline No. 4.4 is taken into account in the calculation of regulatory capital.

RATHRBRITRBRAYE AT E A R RTT
RERZETNESRERXHRITETAS
HWFSIBNR S E FEERBNEEER
AITEHE —RIIARMBER R EENERR
B UERERNEXSHFEERR
EEEERET  TRAXKZHFHRZHF
R EERESREER RS EFOERNK
o ERREE  GOMESREEE -

ARITE A N APBER B E BB IE R 2 5 8 F 8
FERAIER - ATEETEDRR © K
AHEEE R EBREAITNE TR E R EMEE
NEEERE -

REBEATEHETERXHEFRAENEERER
R 51 s 5 AMAERK - kAT
R20154F 12 A 31 B B ARF RN B A R
SEFEERREMR S M5 BARER
& ATETHBEERREBBEREE RS
FREEMARRBENEEFRER RN
BR TR 24 FREBIIOER R -

20155 12A318 * RFtEEEEAMS
RTWENEMRAGEETETEANER
RIEEERRER  NEBERRIELERE
S| B4 ARz BRE R FREL R o
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REERBEAYBES (F)

(14) COUNTERPARTY CREDIT RISK-RELATED EXPOSURE (CONTINUED)
HRXZHFEERRMEBNAERAE®

The following tables indicate the information of counterparty credit risk-related M2015F 12 A31H R2014512A318

exposures under IRB approach and Standardised approach respectively as at 31st RER D RIE N BB RT AR B 25T BE AR 2ERT

December, 2015 and 31st December, 2014: HE TR 54 F = B R R E AR
&R

(a) Counterparty credit risk-related exposures under IRB Approach (a) REBFAREEFEELTHERZHFE

B R AR R R p A

2015

Gross total positive fair value BNTEEES 3,564 -
Default risk exposures amount EERRAESE
- Bank —R1T 5,448 2,156
- Corporate — 0% 2,539 -
7,987 2,156
Recognised collateral held RS
- Cash -R& 308 -
— Others —Hftb 5 832
313 832
Default risk exposure amount net of HERRERRENFER
recognised collateral RS
- Bank — 7T 5,448 1,324
— Corporate —bF 2,226 -
7,674 1,324
Risk-weighted amount [ IRESE
- Bank —iR77 3,531 414
— Corporate —1bF 2,311 -

5,842 414
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2014

xR
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RECETMBER(E)

Gross total positive fair value BNTEEIER 2,530 =
Default risk exposures amount ERRRAESE
- Bank —R77 6,278 49
— Corporate % 2,502 -
8,780 49
Recognised collateral held RAEAm
- Cash -Re 584 -
— Others —Hit 7 41
591 41
Default risk exposure amount net of MR ERRENFEER
recognised collateral El S e
- Bank — BT 6,278 8
- Corporate — ¥ 1,911 -
8,189 8
Risk-weighted amount [ B
- Bank —R1T 6,123 7
— Corporate — (% 1,213 -

7,336 7
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(14) COUNTERPARTY CREDIT RISK-RELATED EXPOSURE (CONTINUED)
HRXZHFEERRMEBNAERAE®

(b) Counterparty credit risk-related exposures under Standardised (b) BE:EZTHAXSHF=ERKE

Approach

2015

B Y R PR R i

Gross total positive fair value BATEEES 681
Default risk exposures amount EERRAESE
—Bank —R1T 289
- Corporate — ¥ 566
~ Retail —TE 927
1,782
Recognised collateral held AR
- Cash -He 731
— Others —Hth 149
886
Default risk exposure amount net of HERRERRENFER
recognised collateral RS
- Bank — 7T 289
— Corporate —1b¥ 180
— Retalil =6 427
896
Risk-weighted amount El gl e
- Bank —R17 144
- Corporate —% 180
— Retail =5 427

751
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2014

Gross total positive fair value BNTEEIER 591 -
Default risk exposures amount ERRRAESE
— Sovereign — T 1 -
- Bank —8R4T 155 =
— Corporate —{b¥ 497 -
— Retail —ZE 892 -
1,545 =
Recognised collateral held R KRR
- Cash -He 640 -
— Others —Hih 205 -
845 =
Default risk exposure amount net of HBERIERRERFES
recognised collateral [EN s
— Sovereign —XiE 1 -
- Bank —R1T 155 =
- Corporate — ¥ 200 -
~ Retalil —ZE 344 -
700 =
Risk-weighted amount BRI ER
— Sovereign — T - -
- Bank —8R1T 71 =
— Corporate 1% 200 -
— Retalil — & 344 _

615 =
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(14) COUNTERPARTY CREDIT RISK-RELATED EXPOSURE (CONTINUED)
HRXZHFEERRMEBNAERAE®

(c) Counterparty credit risk-related exposures to Central Counterparties (c) Hih R ZHFAINETZHFEE
JoE\ B 1 B P R A

2015

Gross total positive fair value BATEEES 1,857 -
Default risk exposures amount B S RRAESEE 3,464 -
Recognised collateral held AR AR

- Cash —-1/e - -

— Others —Hh - -
Default risk exposure amount net of HERRIERRGNFER

recognised collateral R AEEEE 3,464 -
Risk-weighted amount BB IR 69 -
2014

Gross total positive fair value BATBEER 256 -
Default risk exposures amount EEERAEEE 692 -
Recognised collateral held AR

- Cash -4 - _

— Others —Hfth - -
Default risk exposure amount net of HRRERRENFER

recognised collateral [ bR R SRR 692 -

Risk-weighted amount El 2 e 14 -
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AEBERHAVHER (F)

(d) Credit derivative contracts which create exposures to counterparty (d) 258X SHFEERRNEEITE

credit risk TEEH
The following table indicates the notional amount of credit derivative contracts 2015612 A31H %2014 128318 + &
which create exposures to counterparty credit risk as at 31st December, 2015 and ROBBERIETRERERNE S E I BR
31st December, 2014 respectively: SHFEERRNEETETIEANNEE
2EE
For credit portfolio RIEH=EHRE
Credit default swap EREFES
Protection bought YN - _
Protection sold & HIRE 39 62
Total return swap o] =
Protection bought BARE - _
Protection sold EHRE - _
For intermediation activities FBIERNES
Credit default swap EREEES
Protection bought B AIREE - _
Protection sold £ HRE - _
Total return swap 48 [0 $Ri= ER
Protection bought BARRE - _

Protection sold EHIRE - _
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REERBEAYBES (F)

(15)Asset Securitisation BE®ZH1t

At the end of the reporting period, the Bank only acted as an investor in all
securitisation exposures. Ratings from Moody’s Investors Service and Standard &
Poor’s are adopted in assessing securitisation exposures. Since the securitisation
exposures held by the Bank are all rated by recognised ECAI designated by
the Capital Rules, the Ratings-based Method under the Internal Ratings-Based
(Securitisation) Approach is used to calculate the risk-weighted amount for the
exposures. The Bank closely monitors the risk arising from these exposures.

All securitisation exposures held by the Bank are rated with investment grades and
backed by non-granular pools. The following table indicates the total principal
amount and the respective capital requirement of all securitisation exposure as at
31st December 2015 and 31st December 2014:

AITREE BEPRE & BRI R R EE
{ERIRESE o AT b 7L 1R 5 R B
PER SRR A IR TS AR E R AT AR ©
BRATTR A E SRR R R AR EE
AR AIETE MR AT SN RS B BT AR AT AR
B8 A BB R AR B (B 2k ) RT B0 T HORY
RERET R ERBA SN R R INES
o ATRBERBRRBAERELSNR

RITATIR & B FBFH LA R E R A SRR
BB RBERRAAES T AE O
A o THRERN2015F12 A31H K%20144
1231 BT A EH L ERIRBAER A S48
BERAEENEAREK

25% 52

Total ## 52

There was no securitisation exposure subject to deduction from Common
Equity Tier 1 capital base as at 31st December 2015 and 31st December 2014
respectively.

201512 A31H &2014F12A31H * K
TR B RHA AL BRE —RENRL

B IR R BRGE -
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AEBERHAVHER (F)

(16)Equity Exposures Booked in Banking Book #R1TERT Y A & b i

Before 1st January, 2013, the Bank deducted those equity holdings taken for
relationship and strategic reasons from the core & supplementary capital and
included those equity holdings taken for other reasons in the risk-weighted assets
for capital adequacy ratio purpose.

Starting from 1st January, 2013, under the Basel Ill requirements, the Bank regards
those equity holdings taken for relationship and strategic reasons as deductible
items from the Tier 1 & Tier 2 capital subject to the applicable thresholds and
includes those equity holdings not deducted from the capital base and those taken
for other reasons in the risk-weighted assets for capital adequacy ratio purpose.

The Bank applies the same accounting techniques and valuation methodologies
as detailed in the Bank’s notes on the financial statements for all available-for-sale
financial assets, including equity exposures booked in banking book. There are no
significant changes during the annual reporting period.

2013451 B 1 BBART » 28171 AR R SR B
M3 B T 5 A RO RRAE AL AR 0 R T hDE AR D
R Rk B 32 R R YRR B A A R
BIEEER - LWAETEEARRRILE

201361 A1 E - AEEERE AR
TENZFRE - AITH E R R R R B 132 FR i #E
B B ARAEAR A BT FRIE B SR IE A PO R R
ER—B R —FERRIR - THERRER
ELT R O AR R R i B L 32 i 15 78 B AR
BEeEERBRIEEEAN  UBEFEER
It R LhE o

ATREMBAREESREE - BIERT
BR N RO AR R R AR R - BERA B S AR AR
17 2 B 75k MY o AR R B Rt T Bt iy
AR AREENAERAFRENALEE
R

REHEMLRHEREN
RRER NS

Cumulative realised gains arising from sales and
liquidations of equity exposure

Total unrealised losses deducted from the Bank's reserves  fEf&#E RNRER M A KUz R AR

REBERMNE

but not through the income statement

219

(277)

Cumulative realised gains arising from sales and RELEFNIRFERED
liquidations of equity exposure 2REEHR W

Total unrealised gains deducted from the Bank's reserves  fEfEE ARER M A B LKz R AR

but not through the income statement REBRW R BT

680
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APl 3R

2011 Scheme
[2011&+&]

2016 AGM

2016 RRAFEE |

[RREFTEE
AML

[RERE]

Article of Association
[AER=T24mA)
ATM

[EEEE# ]

AUM

[EBEE]

Bank Group or BEA Group or Group

[RE ] sk [R&EHE]
Bank or BEA

[Z17] sk [ R ZpERAT
Banking Ordinance
[CERITZE 16 M1)]

BEA China

[BRIpARE ]

BEA Foundation
[RIRITREEES
BEA Hong Kong
[REEE]

BEA Macau / Macau Branch
[RFI51T7]

BEA Taiwan

A D]

BEA Union Investment

[SREDHH IR E |

Blue Cross
[&+=]

BM
[EEges]
Board
=

BVI
[HBRES ]

Capital Rules
[KERRAI]

CG Code
KEERFRD]
CG-1

[CG-1]
CG-5
[CG-5]
Charity Fund
[RaEE ]
CHF

[ tARR ]

China, Mainland, Mainland China, or PRC

[FhER ] ok [t |

Staff Share Option Scheme approved and adopted by the shareholders of the Bank on 19th April, 2011
2011484 A 19 B RFRHLE RERM A 1B & BARETE

an AGM of the Bank to be held in the Grand Ballroom, Four Seasons Hotel, 8 Finance Street, Hong Kong
on Friday, 8th April, 2016 at 11:30 a.m. or any adjournment thereof

TR 2016 F4 A8 BE MR FF 11 K30 D EB BT RS AT 8 RIUEH/ERZERITHRAEAF
BE  EEMES

the Audit Committee of the Bank

FITNBEREZES

Audit Committee Meeting

BEREEREE

an Annual General Meeting of the Bank

RTWBEREAFES

Anti-money laundering

[REREE

the articles of association of the Bank (as amended, modified or otherwise supplemented from time to time)
AITHABERRZAR - BTEHERT ~ B AR AT

Automated Teller Machine

BENMESH

Assets under management

EBEE

the Bank and its subsidiaries

RERITREMBAR

The Bank of East Asia, Limited, a limited liability company incorporated in Hong Kong
RERITERRAT - REBEMEZOERAF]

Hong Kong Banking Ordinance (Chapter 155 of the Laws of Hong Kong)

BB GRITEIEH) (FARERIZE 155 %)

The Bank of East Asia (China) Limited, a wholly-owned subsidiary of the Bank
RERIT(PE)BRAR - AATHEEHEAR]

The Bank of East Asia Charitable Foundation Limited, a wholly-owned subsidiary of the Bank
RERITEZESERAR - KT ENRB LA

the Bank'’s operations in Hong Kong

RITRBE AR

the Bank'’s branch operations in Macau

RITHRRFIDTT

the Bank'’s branch operations in Taiwan

KT REDTT

BEA Union Investment Management Limited, a non-wholly-owned subsidiary of the Bank
REHEREEERARAR @ NMTHIFEEWB AR

Blue Cross (Asia-Pacific) Insurance Limited, a wholly-owned subsidiary of the Bank
ETF(EX)REARAR - NMTHE2EHMEAF

Board Meeting

BEfzges

Board of Directors of the Bank

TINESE

British Virgin Islands

REBRZRHED

Banking (Capital) Rules issued by the HKMA

S ERBME) RITE (EAHRA)

Corporate Governance Code and Corporate Governance Report, Appendix 14 of the Listing Rules
CETARRAND Mk 14 AFAEE) (BEBERSFAD RABEERRE)

Supervisory Policy Manual CG-1 on Corporate Governance of Locally Incorporated Authorized Institutions,
issued by the HKMA

EREM 2 EEBRFMCG-1 AR R K MR A #EHNEEER)

Supervisory Policy Manual CG-5 on Guideline on a Sound Remuneration System, issued by the HKMA
SE RPN EBTBORTFM CG-5 NA M (RN FMHIEES])

Shanghai Soong Ching Ling Foundation — BEA Charity Fund

LERERESE — RNRITAZES

Swiss franc, the lawful currency of Switzerland

DA EE

People’s Republic of China

FrEE AR A
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AR ()

CNY or RMB Chinese yuan or Renminbi, the lawful currency of the PRC

AR ] T EATE

The Community Chest The Community Chest of Hong Kong

N BA RS

Companies Ordinance the Companies Ordinance (Chapter 622 of the Laws of Hong Kong)
KNGSV CARIED (BREDIFE 6225 )

Credit Gain Credit Gain Finance Company Limited, a wholly-owned subsidiary of the Bank

[REH] BEFBERAT - TN EMBE AR

CSR Corporate social responsibility

[ETEHE] rEMERE

Director(s) includes any person who occupies the position of a director, by whatever name called, of the Bank or
otherwise as the context may require

[E%] BIEEAEEATESBAAOA L (BRZ AU IBBEECZEN) - ANESEAMENAL

ED(s) Executive Director(s) of the Bank

[HITESE] RITHMITES

ELCSS-HK Evangelical Lutheran Church Social Service - Hong Kong

[HREHEEEES] BHREEEES

EUR Euro

[z | BZEREEEE

GBP Pound sterling, the lawful currency of the UK

[34g HEATEE

GDP Gross domestic product

[ 7R3 4 EE 42 1E | AN A EARE

HK$ or HKD Hong Kong dollar, the lawful currency of Hong Kong

[ ] BEREEEH

HKAEE Hong Kong Awards for Environmental Excellence

[EARRRE S BRRIRE B E

HKAS Hong Kong Accounting Standards

[EEGTLER ] R ER

HKCSS Hong Kong Council of Social Service

[ | BT e RGBS

HKEX Hong Kong Exchanges and Clearing Limited

B il ERR G REEFRARRA

HKFRS Hong Kong Financial Reporting Standards

[ BRI BRE 4R BRI BHRE R

HKGOC Hong Kong Green Organisation Certification

[BRGERERE] BRGEHIBERE

HKICPA Hong Kong Institute of Certified Public Accountants

[BHEGMAE ERGTRAE

HKMA Hong Kong Monetary Authority

[2ER] EREEMEER

HKPC Hong Kong Productivity Council

[EREENER] BRBEENRER

Hong Kong or HK Hong Kong Special Administrative Region of PRC

[&% ] FEARKAMBEERFITTHREZ

IAS Institute for Advanced Study

[ =5 7br S

INED(s) Independent Non-executive Director(s) of the Bank

[ B IFITES RITOBIIENTES

JPY Japanese yen, the lawful currency of Japan

[HE ] HAEE S

Listing Rules the Rules Governing the Listing of Securities on the Stock Exchange (as amended, modified or otherwise
supplemented from time to time)

[KEMHRAY] B2 (GEE A L RADY - @ ARHERT ~ BB AE T AT

Management the Chief Executive, Deputy Chief Executives and Division Heads of the Bank

[ERE ] RITHITBAER - BIITBUER REREE

MPF Mandatory Provident Fund

[e&fE< ] REINEATES

NC the Nomination Committee of the Bank

[RRZEE ] RTHRAZEE
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AR (E)

NCM

[T ZEegE]
NED(s)
[FFETTES]

NGO(s)
[FFBATHAE |
PBOC

[A77]

PHAB

[

PolyU
32X

RC
[FHEZE 2

e
NEL 3554

RICM
[RREESEH
The Salvation Army
(Rt = |

Senior Management
[=EEERAR]

SFO
KEHEHIEED)]
SGD

[ s |

SHKP

[FRECHhE |
SinoPac Securities
[KEEEF]

SIS

[EFERERE
SMBC
[=HERIRIT]
SMEs

[/ ]

SPCA
[EEHNHE
SSCLF

[ EERERESE ]
Stock Exchange
[EE22FA )

Tricor or Tricor Holdings

[EE] sk [2EEER ]
UK

[ 5 |

us

[3£E]

US$ or USD

eS|

WWF
[tREAEEE ]

Nomination Committee Meeting(s)
REZESEE

Non-executive Director(s) of the Bank
THZEMITE S
Non-governmental organisation(s)

IR

The People’s Bank of China

B ARRTT

Physically handicapped and able-bodied
BREEES At

The Hong Kong Polytechnic University
BARIKRE

the Remuneration Committee of the Bank
RIWFHEES

Remuneration Committee Meeting(s)
FHEEEEH

the Risk Committee of the Bank
FIMEREZE SR

Risk Committee Meeting(s)

REREEeas®

The Salvation Army Hong Kong and Macau Command
M EBRE R

the Deputy Chief Executives of the Bank
RITEVRITTHAE 2L

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
(EHRAGED) (BBEDIES71E)
Singapore dollar, the lawful currency of Singapore
IR TE B W

Sun Hung Kai Properties Limited
FBEMERRER DA

SinoPac Securities Corporation
XEEEFROERAF]

St. James' Settlement

EREREE

Sumitomo Mitsui Banking Corporation
=HERRT

Small and medium-sized enterprises

YN TS

Society for the Prevention of Cruelty to Animals
FHRBYGE

Shanghai Soong Ching Ling Foundation
PERERESS

The Stock Exchange of Hong Kong Limited
BEBMAERIAERDF]

Tricor Holdings Limited, a non-wholly-owned subsidiary of the Bank
EEEEERAR  AMTHEZENRB AT
United Kingdom

HE

United States of America

ERREZRE

United States dollar, the lawful currency of the US
EBEEEE

World Wide Fund for Nature

HEARAERESE




SHAREHOLDER INFORMATION

FINANCIAL CALENDAR g 3=
2015 full year results announced 15th February, 2016 NS EERFEEE 2016452 A15H

2015 Second Interim Dividend declared 15th February, 2016

Ex-all date for 2015 Second 2nd March, 2016

SMRE2015FEE /P HRE 2016452 A 158

Interim Dividend 2015 FEEZRPHREREEH 201653 A2H
Closure of register of members From 4th March, 2016 TiEIERrPERTFE 20163 F4H
- 2015 Second Interim Dividend to 7th March, 2016 -2015EE S — R ERR & Z=201643 B 78
(Both days inclusive) (BESREHRE)
Record date for 2015 Second 7th March, 2016 — —
e Ty 2015 FEFE —RPHIR SRR H 20163 A7H
Despatch of Scrip Dividend Scheme 7th March, 2016 FEUBRREFE X fERRIR 20163 A7H
Listing Docum.eht and Form of Election E015FEE - AR ER RS ()
Despatch of dividend warrants and (on or about) 201643 5318
share certificates for 2015 Second 31st March, 2016
Interim Dividend CERRPERTE 2016F4 A7H
Closure of register of members 7th April, 2016 -2016RRAFEFE % 201654 A8H
-2016 AGM and 8th April, 2016 PR
' 2016 RRAFES 20164 A 8

2016 AGM 8th April, 2016 — BRAT e F45A E*
2016 interim results to be announced August, 2016* A0 2016 FR IR 201648 A
* Subject to change xR FEH

SHARE LISTING Rp £

The Stock Exchange of Hong Kong Limited EBBEZSRARE AR

SHARE REGISTRARS R E SR

Tricor Standard Limited BEREFRAR]

Telephone: (852) 2980 1768
Facsimile: (852) 2861 1465

ADR DEPOSITARY BANK

BNY Mellon

Telephone: 1-888-BNY-ADRS

E-mail: shrrelations@cpushareownerservices.com

BT EE: (852) 2980 1768
{85 (852) 2861 1465

XEEARSFTEERT
BNY Mellon
& 5% 1-888-BNY-ADRS

B H : shrrelations@cpushareownerservices.com

REGISTERED OFFICE AT
10 Des Voeux Road Central, Hong Kong BAEEER 1055
Telephone: (852) 3608 3608 E&h: (852) 3608 3608

Facsimile: (852) 3608 6000
Website: www.hkbea.com

{8E: (852) 3608 6000
4334 - www.hkbea.com

E-mail: info@hkbea.com TES : info@hkbea.com

This Document (both English and Chinese versions) is now available in printed form and on the website of the Bank at www.hkbea.com and HKEX's
website at www. hkexnews. hk.

Notwithstanding any choice of means for the receipt of Corporate Communications (i.e. either receiving a printed copy or by electronic means through
the Bank's website) previously made by Shareholders and communicated to the Bank, Shareholders may at any time change their choice, free of charge,
by giving reasonable notice in writing to the Bank’s Share Registrar, Tricor Standard Limited, at Leval 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong or by fax to (852) 2861 1465 or by email to BEA0023-ecom@hk.tricorglobal.com specifying your request together with your full name and contact
telephone number.

WX (3R XHRA) Bt EIRIAN R B AT T4, (A84E 23 www.hkbea.com) RZEE35 R i B FrA R A FIAF: (#94F 4 www.hkexnews.hk) H948_E
EFHRA o

R IR 2 BT S BB RIAALE 7 2 (BIYER Ef R 2L iR AN 7T AE UL B B B -FHRAN) R (L (a3 1L 5 7 BB PRI AN AT T + IRR FIBERF (A1 K7 TR 17 &
R EIEREAR I A] - Wit REEEEKER 183 002218 » SLUEE (551573 (852) 2861 1465) 2k E#H (BEA0023-ecom@hk.tricorglobal.com)
FHEBEERMN U EKEIEE  BADE o ZBMELH B TEXEEZEX  2ERBEEZ -



& BEARIRIT

Head Office #4T 10 Des Voeux Road Central

Hong Kong
HFHRRHEBEDI0%K

Telephone ZE&E (852) 3608 3608
Facsimile {#E (852) 3608 6000
Website ik www.hkbea.com
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