Bank of China Limited — Hong Kong Branch

2016 Interim Financial Disclosure Statement

This is the Interim Financial Disclosure Statement issued by the Branch for the period
ended 30 June 2016. The information stated is not audited. It contains the applicable
disclosures required by the Banking (Disclosure) Rules and the Supervisory Policy
Manual: - Guideline on the Application of the Banking (Disclosure) Rules issued by the
Hong Kong Monetary Authority. This statement is readily accessible at our office located at
7/F, Bank of China Tower, 1 Garden Road, Hong Kong.
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1. Income statement

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net gain arising from trading in
foreign currencies

Net gain from trading securities

Net gain from other trading
activities

Net gain from disposal of
available-for-sale securities

Net gain from other
non-trading investments

Total operating income

Operating expenses

Profit before taxation

Taxation

Profit for the period

FEFEEE HELEE

2016 4 20154

6H30H 65308

Bi&E Half-year ended Half-year ended
Note 30 June 2016 30 June 2015
BT BT

HK$'000 HK$'000

1,695,879 1,485,763

{1,652,824) (1,418,907)

43,055 66,856

39,091 19,000

{12,259) (7,156)

26,832 11,844

151,258 1,306

18,374 -

8,232 14

5,382 72

2,339 -

255,472 80,092
4 (37,479) (30,843)
217,993 49,249
(35,920) (14,900)

182,073 34,349
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Assets

Balances with banks and other
financial institutions

Placements with banks and other
financial institutions maturing
between one and twelve months

Advances to banks and other
financial institutions

Trading securities

Derivative financial instruments

Investment in securities

Prepayment and other receivables

Deferred tax assets

Total assets

Liabilities

Deposits and balances from banks
and other financial institutions

Derivative financial instruments

Certificates of deposit in issue at
amortised cost

Debt securities in issue at amortised
cost

Accruals and other liabilities

Current tax liabilities

Deferred tax liabilities

Head Office account

Total liabilities

Equity
Reserve

Total liabilities and equity

72016 5 72015

6H430H 12H31H

fEE At 30 June At 31 December
Notes 2016 2015
BT BT

HK$’000 HK$'000

5 28,748,846 12,189,062
5 71,372,305 49,325,321
5 71,721,719 48,465,656
6 867,247 269,274
7 3,713,098 2,353,354
8 35,803,216 37,315,058
2,153,978 1,832,865

- 4,626

214,380,409 151,855,216

*] 14,386,247 3,475,066
7 3,406,571 2,307,553
147,109,703 113,506,926

48,808,884 32,149,256

9 391,710 167,519
143,816 116,408

1,590 -

9 117,378 164,046
214,365,899 151,876,774

14,510 (21,558)

214,380,409 151,855,216
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3.1

3.2

Determination of remuneration policy

The Branch’s remuneration policy and package is initiated by the Human
Resources Department of the headquarters and implemented after the approval of
the Group’s management. in 2015 and 2014, the Branch did not employ any
external consultants in the process of determining the Branch's remuneration
policy.

The headquarters conducts periodic review on the Branch's remuneration policy.
In 2015 and 2014, there were no changes in the remuneration policy structure due
to the periodic review.

Key factors for determination of remuneration policy

In determining remuneration policy and package of the Branch, the Human
Resources Department of the headquarters takes into account factors including
the Group’'s remuneration strategy, peer companies in Hong Kong, human
resources market condition, business development objectives and performance,
market practices and risk management effectiveness.
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3.2 HFEIBCRBIEFIRERRE 3.2 Key factors for determination of remuneration policy (continued)
RAEERE (8)
HREHEITEEAER Since performance bonus of the Branch’s senior management and staff is linked
BTHEYSSHRE to their appraisal result, the completion of performance targets would affect the
SERE I B variable remuneration of the senior management and staff. To ensure the Branch’s
RGBSR Bk performance has been truly reflected and remuneration has been duly adjusted for
RS EHEH EBREBH risk factors, a 3 years deferral payment mechanism is implemented for the bonus
EREINAR EEST of the Branch's investment personnel with a grade of senior manager or above.
R R DL ER A

According to the headquarters’ deferral mechanism on variable remuneration,
amount deferred differs across employees in terms of their job responsibilities.
More specifically, remuneration of employees varies according to values of their
respective positions, on this basis, different classes of employees are assigned
different proportion of variable remunerations to be deferred base on their level of
risk and responsibility borne. These cause a difference in deferral amount across
employees.

When the Branch’s performance failed to meet prescribed targets or was less than
satisfactory, the headquarters would adjust the remuneration package of the
Branch; the appraisal results of the Branch and individual staff, which determine
the variable remuneration, would aiso be affected.

Remuneration policy established base on the above elements attains
competitiveness and fairness, and at the same time balances motivation and
restrain as well as business development and risk management.
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3.3

3.4

Key factors for determination of remuneration package of Senior

Management and Key Personnel

The following key factors are considered when determining the remuneration
package of the Branch’s Senior Management and Key Personnel:

(a) Value of respective positions
Value of a position is determined by the comprehensive factors of job
responsibility, complexity and work requirement for individual candidates.

(b) Individual competency
Extent to which individuals are able to accomplish work targets affects staff
remuneration package.

(c) Company and individual performance
Variable remuneration is linked with performances of the company,
department and individual staff.

(d) Market compensation competitiveness
Remuneration can be adjusted accordingly with reference to market price in
order to retain key and important personnel.

Definition of Senior Management and Key Personnel

Senior Management is responsible for oversight and management of the Branch's

firm-wide activities; Key Personnel are employees whose duties in the course of
their employment involve the taking on of material exposures of the Branch.
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(continued)

3.5 Amount of remuneration of Senior Management and Key Personnel

(i) Remuneration awarded
during the year

Fixed remuneration

Variable remuneration

(ii) Deferred remuneration*
- Vested
- Unvested

At 1 January 2015

Awarded

Paid out

Reduced through performance
adjustments

At 31 December 2015

BE 20154 12 F 31 HibERE

For the year ended 31 December 2015

HEEEARREIEAR
Senior Management and Key Personnel
JEREE B b
Non-deferred Deferred Total
i peivicd e s
HK$'000 HK$'000 HK$’000
5,221 - 5,221
7,713 3,245 10,958
1,103
4,170
5,273
2,881
3,245
(853)
5,273



BANK OF CHINA LIMITED - HONG KONG BRANCH

HESRI TR B IR AT

3. EEEEARKEEA 3. Remuneration of Senior Management and Key Personnel
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(continued)

3.5 Amount of remuneration of Senior Management and Key Personnel

{continued)

BE 2014512 B 31 HILERE
For the year ended 31 December 2014
EREHABRIEAR
Senior Management and Key Personnel

FHIRIE RIE HEt

(i) PEPHEZTFHIRE

(i) Remuneration awarded

during the year Non-deferred Deferred Total
A A B
HK$'000 HK$'000 HK$'000
Bl Fixed remuneration 1,860 - 1,860
FREhEREN Variable remuneration 2,229 751 2,980
(i) EIEHTE" (i) Deferred remuneration*
- EEFE - Vested 853
- REEB - Unvested 2,028
2,881
2014 4 At 1 January 2014
1TH1H 2,416
[ i Awarded 751
B Paid out (286)
PRI,  Reduced through performance
oy adjustments -
72014 4 At 31 December 2014
12H31H 2,881

* BN TIRIEN R * Please refer to note 3.7 for the mechanism of deferred remuneration of the Branch.

#l o HRHEST -

The remuneration above includes 5 (2014: 2) members of Senior Management
and 7 (2014: 2) members of Key Personnel. 1 member of Key Personnel was
re-designated as a member of Senior Management during the year 2014,

PLEFRBNETE 5 44 (2014
F:24) BEEEAR
BT74 (20144 : 24)
FEAB - HP 1 LFEH
ABR 2014 ERHBETR
EEEHAR -
3.6 RBEITEATBIE G 3.6 According to the existing remuneration policy, all fixed and variable remuneration
[ EESTNEERT
e RS
B o

of the Branch is paid in cash.
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(continued)

3.7 To ensure the Branch’s performance has been truly reflected, in 2015 and 2014,

the payout of 40% of bonus of the Branch's Senior Management and 30% of

bonus of the Key Personnel is deferred in a 3 years period.

3.8 According to the existing remuneration policy, no Senior Management or Key

Personnel of the Branch has been awarded with new sign-on payment, severance

payment and guaranteed bonuses.

3.9 In 2015 and 2014, there is no deferred remuneration adjusted according to the

requirement of the existing remuneration policy for ex post explicit or ex post

implicit adjustments.

4. Operating expenses

Staff costs

Premises and equipment expenses
Telephone and communication
Other operating expenses

PELET PHEREE
2016 &£ 2015 F
68308 6 H30H
Half-year ended Half-year ended
30 June 2016 30 June 2015
BT AT
HK$'000 HK$'000
23,910 19,559
8,010 2,607
5,509 3.781
50 4,896
37,479 30,843
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5. ERCESNREBNSE 5. Amount due from overseas offices
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At 30 June At 31 December
2016 2015
e BETIT
HK$'000 HK$'000
Balances with banks and other
financial institutions, in which:
- due from overseas offices 27,807,728 10,996,413
- due from other banks and
financial institutions 941,118 1,192,649
28,748,846 12,189,062
Placements with banks and other
financial institutions maturing
between one and twelve months,
in which:
- due from overseas offices 69,559,092 46,980,425
- due from other banks and
financial institutions 1,813,213 2,344,896
71,372,305 49,325,321
Advances to banks and other
financial institutions™, in which:
- due from overseas offices 71,327,977 47,447 824
- due from other banks and
financial institutions 393,742 1,017,832
71,721,719 48,465,656
Amount due from overseas offices:
- Balances with banks and other
financial institutions 27,807,728 10,996,413
- Placements with banks and other
financial institutions maturing
between one and twelve months 69,559,092 46,980,425
- Advances to banks and other
financial institutions 71,327,977 47,447,824
168,694,797 105,424,662

* As at 30 June 20186, there were no impaired, overdue or rescheduled advances to banks and

other financial institutions (31 December 2015; Nil}.
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6. RXHMEH/H 6. Trading securities
R 2016 £ #2015 &
6H30H 12H31H
At 30 June At 31 December
2016 2015
AT BT
HK$’000 HK$'000
X G Trading securities
- (WSS - Debt securities 867,247 269,274
7. fT&€RTH 7. Derivative financial instruments
2016 &£ 72015 &£
6 530H 12H31H
At 30 June At 31 December
2016 2015
BAETT BT
HK$'000 HK$'000
Y SVt Contract/notional amounts
ERGY Exchange rate contracts 455,167,364 276,924,192
FIREY Interest rate contracts 10,164,356 7,750,000
465,331,720 284,674,192
NEEE Fair value assets
EREY Exchange rate contracts 3,412,872 2,353,354
FIREGHY Interest rate contracts 300,226 -
3,713,098 2,353,354
AEHEAMH Fair value liabilities
BEREL Exchange rate contracts (3,406,363) (2,285,489)
FlREY interest rate contracts (208) (22,064)
(3,406,571) (2,307,553)
PTEER TR ZAVEILE There is no effect of valid bilateral netting agreement on the fair values of the

S ERSEBSHEERSE derivative financial instruments.
Fie -

-10 -
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8. BHHE 8. Investment in securities

2016 B 2015 &
65308 12H31H
At 30 June At 31 December
2016 2015
HBEETT HBETTT
HK$'000 HK$'000

B BB Available-for-sale securities
- SR - Debt securities 10,237,513 3,803,522
- FERGE - Certificates of deposit 14,849,091 17,087,930
25,086,604 20,891,452

FAZEHEES Held-to-maturity securities

- %S - Debt securities 8,938,370 6,505,901
- s - Certificates of deposit 1,778,242 9,917,705
10,716,612 16,423,606
35,803,216 37,315,058

-1 -
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9. ERBINBERENSEE 9. Amount due to overseas offices
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Deposits and balances from banks

and other financial institutions, in

which:

- due to overseas offices

- due to other banks and financial
institutions

Accruals and other liabilities, in which:

- due to overseas offices
- due to others

Amount due to overseas offices:

- Deposits and balances from
banks and other financial
institutions

- Accruals and other liabilities

- Head Office account

-12-

#2016 £ 2015 &£
6H30H 12831 H
At 30 June At 31 December
2016 2015
BT BETT
HK$'000 HK$'000
11,157,671 2,424,242
3,228,576 1,050,824
14,386,247 3,475,066
191 154
391,519 167,365
391,710 167,519
11,157,671 2,424,242
191 154
117,378 154,046
11,275,240 2,578,442
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10. Currency concentrations

B E ) RERERE -

2016426 5308

delta-weighted positions of all foreign exchange options contracts.

The following is a summary of the major foreign currency exposures other than
reporting currency. The net options position is calculated based on the basis of

(4 )/ B4 Net (short) / long

P

BERE
REAM
BHEA
AR
SRR IFER

RS

At 30 June 2016
AT ETEE
Equivalent in million of HK$
EiH =i s eV T yhsiEER
US  Japanese Pound Australian Singapore AR#% EREZE  Total foreign
Dollars Yen Sterling Dollars Dollars Renminbi Euro currencies
Spot assets 126,465 1 4 4,326 118 11,608 10,301 152,823
Spot liabilities (120,637) - - (4,319) (116) (14,840) (7,058) (146,970)
Forward purchases 226,729 46 729 - - 220,015 2,868 450,387
Forward sales (233,512) (46) (733) - - (215,234) (6,048) (455,573)
Net options position 28 - - - - (25) - 3
position (927) 1 - 7 2 1,524 63 670
R2016&E12H 31 H
At 31 December 2015
BREETEE
Equivalent in million of HK$
e HE BT Frhoske S
us Japanese Australian Singapore AR# BrgE  Total foreign
Dollars Yen Dollars Dollars Renminbi Euro currencies
Spot assets 82,848 - 7,155 1M 21,130 471 111,715
Spot liabilities (80,726) - (7,148) (110) (22,619) (434) (111,037)
Forward purchases 144,351 110 - - 138,159 820 283,440
Forward sales (145,949) (110) - - (136,664) (820) (283,543)
Net options position (110) - - - 116 - 6
Net long position 414 - 7 1 122 37 581

-13-
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A Mainland of China
hEgAH,  Mainland of China

EHERDIT

11. International claims

the aggregate international claims are shown as follows:

P2016E6 H30H

Claims on individual countries or areas, after risk transfer, amounting to 10% or more of

At 30 June 2016
FESRITRANNE S
Non-bank private sector
JESRAT
SR FE&R
=t i Non-bank TR
$;RIT Official financial Non-financial kB
Banks sector institutions  private sector Total
AEET AEETT AYEHET EWEET BEEET
HK$'m HK$'m HK$'m HK$'m HK$'m
185,033 141 605 7,441 193,220
H20158E12H31H
At 31 December 2015
FESRITRAAIERE
Non-bank private sector
JERTT
Fatidiiars ElE
B It Non-bank LA
RIT Official financial Non-financial im=t
Banks sector institutions private sector Total
AEEHETT AEEETT AWEHET AEEHET HEMEETT
HK$'m HK$'m HK$'m HK$'m HK$'m
119,388 - 1,105 5,324 125,817

-14 -
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12. FESRITHIPI SRR AR IR

12. Non-bank Mainland exposures

P 20164E6 H30H

At 30 June 2016
SEREE HWEEHEN REERRHN
HHE HIER R BYE R i
Itemns in On-balance Off-balance HHERR R
the HKMA sheet sheet Total
return exposure exposure exposure
BT HERET T BT
HK$'000 HK$’000 HK$’000
R« PRERTRE Central government, central
BB - BB AEIRK government-owned entities
UMLK and their subsidiaries and
joint ventures 6,529,995 - 6,529,995
HOAER ~ RTEEREE Local governments, local
B - BB ATEIR government-owned entities
B and their subsidiaries and
joint ventures 3,056,526 - 3,056,526
BN R R PRC nationals residing in
BIPURE Ao - HRY Mainland or other entities
BASIKERLHE incorporated in Mainland and
their subsidiaries and joint
ventures 696,284 - 696,284
TS L E—E R Other entities of central
BRI AR government not reported in
item 1 above - - .
TREE LIRS IEHs Other entities of local
B PR L bR governments not reported in
item 2 above 168,746 - 168,746
op BRI E R B4 PRC nationals residing outside
FEIHEYSE - SRR Mainland or entities
AHHSE incorporated outside
Mainland where the credit is
granted for use in Mainland - - .
HA AR S FEmEE R Other counterparties where the
F R A IESRTTRY A Y exposures are considered to
BRI be non-bank Mainland
exposures - . -
st Total 10,451,551 - 10,451,551
HIRE M SRS Total assets after provision 214,945,754
BEAHEEARES &R On-balance sheet exposures as
IEREEEG S percentage of total assets 4.86%

-15-



BANK OF CHINA LIMITED - HONG KONG BRANCH
FEERTRRGARAE — BEMT

12. JESRITRYNHE G & E 12. Non-bank Mainland exposures (continued)
(8)

W2015FE12H 31 H
At 31 December 2015

SERER HAEASER  REAMRSNS
HE BB\ R R b RYEBRARIE
ftems in On-balance Off-balance BB e RE
the HKMA sheet sheet Total
return exposure exposure exposure
AR AT BT
HK$'000 HK$'000 HK$'000
POREUR - PR Central government, central
FoHsEE - HINEASIR government-owned entities
EHEFE and their subsidiaries and
joint ventures 4,877,541 - 4,877,541
HOSEUR - BT Local governments, local
BHERE - HITBEAER government-owned entities
R and their subsidiaries and
joint ventures 1,752,067 - 1,752,067
o SN fE R e PRC nationals residing in
BART MRS - HI Mainland or other entities
BAEIREHELSE incorporated in Mainland and
their subsidiaries and joint
ventures - - -
FEEE LIRS —EhR Other entities of central
BRI ay LAy government not reported in
item 1 above - - -
FEfEE LIS A Other entities of local
B ReE i governments not reported in
item 2 above - - -
R I NE RSN PRC nationals residing outside
SRR  EAE Mainland or entities
A EE incorporated outside
Mainland where the credit is
granted for use in Mainland - - -
HAhZZ S8 R mEEER Other counterparties where the
HEHAR B IEERITRYPIIE exposures are considered to
BRI be non-bank Mainland
exposures - - -
st Total 6,629,608 - 6,629,608
RSB r T ErEE Total assets after provision 152,146,978
HEAMEEANERBRE On-balance sheet exposures as
{EREBEE S percentage of total assets 4.36%

-16-
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13. FENMEAERFEER

13. Liquidity maintenance ratio

FE SR bR (E

BRI EE
EP IR E RE R BRI
ZEERERABEIEA
T R LRI SIS EEY
R 9%EtE -

FHTREESME R -
BRI R R R - B
PITHTREEER - 52&R
Bt R RS - FRTRE
SRR B e AT MR
2% flEEERINERR
EHBERRE MRS T
E - IR REEERD)
HEETE  HHEERILES
T - AT ERSSEREE
BAOHETR  BERETE
pap: it

HELEE YEERE
2016 £ 2015 £
6H30Hd 6 H30H
Half-year ended Half-year ended
30 June 2016 30 June 2015
Average value of liquidity maintenance
ratio 25,577.02% 5,678,672.71%

The average value of liquidity maintenance ratio is calculated based on the arithmetic
mean of the average value of liquidity maintenance ratio for each calendar month as
reported in the HKMA return of liquidity position submitted for the reporting pericd.

Seeking at all times to balance safety, liquidity, and profitability, and following Head
Office and regulatory requirements, the Branch developed an improved liquidity risk
management system and upgraded its liquidity management function in a
forward-looking and scientific manner. The Branch formulated sound liquidity risk
management policies and contingency plans. It also strengthened management on
high-quality liquidity assets, such as high-grade bonds investments, to balance risk and
return. The Branch continued to improve its liquidity stress-testing scheme and

conducted stress tests on a quarterly basis.
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(b) EAtrftisEoRt

FRERATRR

14.

EBT
Consolidated bank information

This note represents the consolidated bank information for the Bank of China Limited
Group.

(a) Capital and capital adequacy ratio

2016 £ 72015 &£
6H30H 12831
At 30 June At 31 December
2016 2015
ARWEET AR¥BEET
RMB’'m RMB'm
Consolidated amount
of shareholders’ funds 1,348,236 1,304,946
Consolidated capital adequacy ratio* 13.91% 14.06%

* The consolidated capital adequacy ratios are calculated under the advanced approaches in

accordance with Capital Rules for Commercial Banks (Provisional) and related regulations.

{b) Other financial information

PEEHE FEEHE

2016 £ 2015 4

6 H30H 6 H30H

Half-year ended Half-year ended

30 June 2016 30 June 2015

AR¥EET ARMEETT

RMB’'m RMB'm
Profit before taxation 129,617 124,482
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14. SRFT8FEEHR (8 14. Consolidated bank information (continued)

(b) EfEfgsoR () (b) Other financial information (continued)

7 2016 & 7 2015 48

65308 1243318

At 30 June At 31 December

2016 2015

AREEET ARBEET

RMB’m RMB’'m
HESE Total assets 17,601,267 16,815,597
==k Total liabilities 16,180,964 15,457,992
=1 ai i Total loans and advances 9,506,567 8,935,195
BB Total customer deposits 12,551,850 11,729,171

15. FHEHEIENRE 15. Statement of Compliance

EHTREGEEL 2016 £ i) This 2016 Interim Financial Disclosure Statement contains the applicable disclosures
BB ENg » CRERHST required by the Banking (Disclosure) Rules and the Supervisory Policy Manual: -
BRARIRITE (R BEIK Guideline on the application of the Banking (Disclosure) Rules issued by the Hong
HFERSREHEERIEER Kong Monetary Authority.

FEFMZRITE (B HR

HIFE A4S 11K -

A B (T S 3 The information contained in the disclosure statement is not false or misleading in any

FEE BN M EAER materiai respect, and that the operations of the Branch are clearly explained.
fERRA S THYIENE -

BEIE Le Yan
Py Chief Executive

PEIRITI P B IRINE] ~ BEHEST
Bank of China Limited - Hong Kong Branch

2016 £9 22 H
22 September 2016
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