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

“Branch”) liquidity risk management framework and liquidity position.
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The framework and quantitative figures of liquidity risk management are demonstrated as follows:

# ## & Qualitative disclosures

(a) ¥R & EEicZ Governance of liquidity risk management, including
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The Branch’s liquidity risk tolerance is set following HKMA’s regulations on liquidity management.
The Risk Management Division of the Branch has established the liquidity risk tolerance in its risk
management regulations, including “Risk Appetite Framework (RAF) and Risk Appetite Statement
(RAS)”, “Liquidity Management Policy”, “Intraday and Daily Liquidity Management and Stress Testing
Procedures”, “Contingency Funding Plan” and “Recovery Plan”. When setting the liquidity limits, the
Branch takes into consideration the requirements from Hong Kong authorities and the Head Office. In
the meantime, the Branch regularly monitors and reports risk indicators in order to properly control the
liquidity risk. The Branch’s Risk Management Committee shall review and approve its risk appetite and
capacity annually, and then submit to the Head Office. Particularly, in the event of unexpected market
shocks, the Branch would perform the ad hoc review on the risk tolerance to decide whether any

adjustment is needed to keep abreast of the Branch’s strategy, business types and regulatory requirements.
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i) JR# R & ILIEH 2 B F Structure and responsibilities for liquidity risk management
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The Branch has established “Liquidity Management Policy” as the main risk management framework to

prudently manage and monitor the liquidity risk, to ensure sufficient liquidity, and to meet the regulatory

requirements. The roles and responsibilities of each responsible parties are stated as follows,

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

2. The Head Office Overseas Business Management Department (the “OBMD”): The main
communication channel and major contact window between the Branch and the Head Office’s
relevant departments.

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

4. Asset and Liability Management Committee (“ALCO”): Responsible for overseeing the liquidity to
be maintained within the limit.

5. Risk Management Division : To monitor the overall liquidity limits and stress testing results, to
ensure the appropriateness of the liquidity risk management, and to raise the liquidity related issues
in the quarterly Risk Management Committee for discussion.

(iii) p FR7eds %47 Internal liquidity reporting
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The Branch’s internal liquidity reporting is to report the liquidity gaps based on the estimated cash flows
and observations of the liquidity indicators.

1. Daily reporting: The Accounting Division provides “Position statement” to disclose Loan-to-
Deposit Ratio and LMR every business day.

2. Weekly reporting: The Deposit Division provides the average weekly run-off rate.

3. Monthly reporting: The Treasury Division reports the current liquidity conditions to the ALCO,
including concentration of the funding sources and maturity gapping analysis. The gapping report
shall also be submitted to Risk Management Department of the Head Office.

4. Quarterly reporting: The Risk Management Division should report the liquidity gap, liquidity risk
appetite indicators, and results of liquidity stress testings in the Quarterly Risk Management
Committee Meeting. Those reports and analysis shall be submitted to Risk Management Department
of the Head Office.

5. Ad Hoc reporting: In the case of any trigger of early warning indicators, the responsible divisions
should report to the Risk Management Division, and the Branch’s ALCO would be summoned as

appropriate to discuss the mitigation measures in the ALCO meeting.
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Communication of liquidity risk strategy, policies and practices across business lines and with the Board
of Directors.
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The Branch has developed a communication plan for liquidity risk strategy and practices in order to
deliver clear and consistent communication to internal and external parties and stakeholders on a timely
basis. The plan would help to ensure the consistent understanding towards liquidity risk in the Branch,
and also to build the trust and confidence toward the public. The critical subjects, such as the Recovery
Plan, should be approved by the BoD if there were any material changes. During the liquidity stress, the
Crisis Management Team shall propose the contingency measures to ALCO. The communication plan

should be reviewed and approved by ALCO.

Externally, the communication plan should be applied as a tool to manage and avoid the deterioration of
liquidity. Any press conferences or public announcements should be conducted by the spokesperson
designated by the Head Office (e.g. Senior Executive Vice President, or any person delegated by the
BoD or the Branch’s CE). The designated spokesperson will serve as the reliable source of information
to the public and the media. In addition, the Branch would designate and authorise a member from the
senior management (i.e. the CE/ ACE/ Heads of Risk Management Division / Compliance Division) as

the main contact person for stakeholders, regulators, major clients and counterparties.

(b) ¥ £ X% Funding strategy
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The Branch’s funding strategy is on the basis of diversification principle aiming to diversify funding
sources and the use of funds to avoid the concentration risk. At the same time, the Branch intends to hold
high quality liquefiable assets and pays attention to the compositions of the funding sources to cope with
the market change. The Branch watches the funding allocation in different tenors by monitoring the
maturity mismatch ratio on a monthly basis. To avoid over reliance on any single funding source, the Branch
has put in place the limits on sole depositor/groups and top-ranking depositors, and monitors the

concentration ratio monthly.
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The Branch develops its own funding strategy independently based on the condition of liquidity and cash
flows. Consequently, the funding strategy is decentralised from the Head Office’s point of view. The use

of funds and the funding strategy shall be reviewed and discussed in the Branch’s ALCO periodically.

(c) BRmFHER % m#ﬁ % Liquidity risk mitigation measures
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In order to identify the potential liquidity risk, the Branch has established the “Contingency Funding Plan”
to monitor the early warning indicators and tolerance limits. When the limits are breached, the possible
activation of the plan and the remedial actions will be discussed to sustain the normal function of the Branch.
For the excessive impact on the liquidity risk, the Branch should consider whether to activate the “Recovery

Plan” to resume the normal operation.

(d) B4 p#Ee# 7 Implementation of stress testing
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The liquidity stress tests are performed by the Accounting Division in the Branch in order to identify the
potential sources of liquidity stress. The testing generally includes: intraday liquidity needs, monthly cash

flow projection and LMR level.

The monthly stress test results are reviewed by the Treasury Division and Risk Management Division,
forwarded to the Chief Executive for approval, and finally submitted to the Risk Management Department
of Head Office on a quarterly basis. The testing should analyse whether the Branch has the ability to endure
the funding gap or preserve enough liquidity under the stress, and investigate the liquidity impact and root
cause of risk factors, as well as availability of any mitigation measures. Additionally, the Risk Management
Division regularly reviews the applicable liquidity stress tests scenarios, assumptions and parameters, and

reports to Risk Management Committee and the Risk Management Department of Head Office.
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() BEF £:3F4#2L Summary of contingency funding plan
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The Branch’s Contingency Funding Plan contains liquidity risk benchmark, relevant early warning
indicators, and clearly established lines of responsibility. In face of the severe liquidity shortfall, the plan
could provide clear strategies, process and remedial actions to guide the Branch’s senior management
promptly to identify risk sources through reliable liquidity information. In addition, the Branch is subject

to regular drill test to ensure the feasibility of mitigation measures.

£ i # & Quantitative disclosures
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The Branch adopts the cash flows projection to estimate the liquidity positions taking into account the on-
and off-balance sheet items in different time buckets. The table below shows the estimations as of end-Dec

2022:

(HK$000"

30 Dec. 2022 Day 1 Day2-7 Day8-15 Day16-23 Day24-30
Liabilities
1. Customer Deposits 33,454,726 287,526 | 2,542.420| 1,934,505 | 1,284,918 927.452
2. Interbank Deposits 1,891,959 159,959 371,000 | 1,141,000 220,000 5
3. Repo Repayment - - - - - -
4. Overdraft (OD to Peer Banks) - - - - - -
5. Accounts Payable 666,519 3,246 591,706 10,908 3,125 3,583
Cash Outflow 450,731 3,505,126 3,086,413 1,508,043 931,035
Assets
6. Interbank Placements 16,026,045 1,575,074 2,066,205 1,424,711 1,642,986 1,209,775
7. Securities L1750 - - - - 310,661
8. Loans to Customer 8,138,999 - 100,097 8,250 136,205 3,000
9. Repo - - - - - -
10. Cash on Hand - - - - - -
11. Accounts Receivable 763,632 8.652 598,713 15,391 15,106 4,390
Cash Inflow 1,583,726 | 2,765,016 | 1,448,352 | 1,794,297 | 1,527,826
Off-balance S.heet 1,888,079 i i i i i
(Loan Commitment )
Daily Net Cash Balance 1,132,995 (740,111)| (1,638,062) 286,254 596,790
Mitigate (1,132,995)] 1,132,995 | 1,246,000 2 :
Accumulated Net Cash Balance = 392,884 822 287,077 883,867
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(g) #P 52 F & ki P & 'Y Concentration limits on collateral and sources of funding
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The Branch holds the assets in debt securities limited to the ones with high global rating (BBB/ Baa2 or
above), also, the Branch is required to hold certain amount of eligible securities as collateral for HKMA
Intraday Repo Facilities. As the major funding sources for the Branch is from the traditional retail funding,

the Branch has put in place a concentration limit focusing on a single depositor and the top-ranking

depositors. The composition of the major funding sources as of 31 Dec 2022 are listed below:

(HK$ 000)
As % of Breakdown of total amount by remaining term to maturity
Significant funding instruments Total amount | total | exceed 1 month, [exceed 3 months, |exceed 6 months, |exceed 12
., ... |Uptolmonth
liabilities up to3 months |up to 6months  |up to 12 months |months
1. Deposits from refail customers 9441156 | 2599% | 5.906.763 2,030,642 517,029 585,308 914
2. Deposits from ofher non- bank customers | 24086679 | 6632% | 14951959 4 855,257 3.857.636 418,827 3,000
3. Funding raised from banks 4267334 | 1175% | 3,782,334 485,000
() AAAFRBPEEGEY mb e FAMR)TE EFhfk X 2p SinbFAZ 211 ¢
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The Branch applies Liquidity Maintenance Ratio (LMR) as the regulatory indicator for the liquidity

exposure. The Branch’s LMR is computed by its own liquefiable assets and qualifying liabilities. The
information on LMR as of 31 Dec 2021 and 2022 is illustrated as below:

Information on Liquidity Maintenance Ratio ( Hong Kong Office)

(HK $'000)

31 Dec. 2021

31 Dec. 2022

Weighted amount

Weighted amount

Liquefiable assets 19,073,130 13,722,085
Qualifying liabilities (afer deductions) 24,741,484 22,044,918
Liquidy Maintenance Ratio( month-end) (%) 77.09% 62.25%
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The on- and off- balance sheet items as of 31 Dec 2022 for the Branch with breakdown into maturity buckets

are listed as follows,

(HK $'000)
Contractual maturity of cash flows and securities flow s arising from the relevant items
Tolal amount Up © 1 month Exceed 1 month, [Exceed 3 months, |[Exceed 6 months, |Exceed
up to3 months  |up to 6 month up to 12 months |12 months

On-balance sheet Liabilities

1. Deposits from non-bank customers 33,527,835 20,858,722 6,885,900 4,774,664 1,004 634 3,915
2. Amount pavable arising from derivative contracts 1.276 2.372,024 485.000 - - -

3. Due to banks 1,895,901 1.895.901 - - - -

4. Other Liabilities 166.554 111.961 - 3300 26.508 24,785
5. Capital and reserves 234,656 234,656 - - - -

6. Total 35,826,222 25473264 7,370,900 4,777964 1.031.142 28,700
Off-balance sheet obligations

7. Irrevocable loan commitments or facilities granted 1,888,146 - 89.907 135,832 788,550 873.857
8. Others 3,531 2072 1459 - - -

9. Total 1,891,677 2,072 91,366 135,832 788,550 873.857
On-balance sheet assets

10. Amount receivable anising from derivative contrac 879 2371.730 485,388 - - -
11.Due from MA for a/c of exchange fund 61.956 61956 E - - =
12.Duc from banks 17,124,603 8280510 4,682,745 1,964,284 1,128,875 1,068,189
13.Debt securities, prescribed instruments and

structured financial instruments held 11,114,751 11,114,751 - - - =
14.Loans and advances to non-bank customers 7.088,480 969,781 576.442 462,792 491,841 4,587 624
15.Other assets 121.975 104326 - - 4260 13 389
16.Total 35512.644 22,903,054 5,744,575 2.427.076 1,624,976 5.669202
Off- balance sheet claims
[Contract clai 3,038 | 2072 | 966 | - | - [ - |
C tual Maturity Mismatch (2570210 (1.716.725) (2.486,720) (194.716) _ 4.778.041
Cumulative Contractual Matunty Mismatch (2.570210) (4,286.935) (6.773.655) (6.968.371)] (2,190,330)

H# R R A Declaration of Compliance
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It is declared by the Chief Executive of Mega International Commercial Bank Co., Ltd. Hong Kong Branch

that the information disclosed above complies, in all material respects, with Banking (Disclosure) Rules

and CA-D-1 of the Supervisory Policy

AN %o B A8 {
To the best of my

s

[P
[ % Chen Chien Hung

7 ¥ 4 4% Chief Executive

B 3 Date: 75 APR 2003

Manual.
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owledge and belief, the financial information disclosures are not false and misleading.
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