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Our Vision

To be the trusted and preferred banking partner in

Greater China and beyond

FH=

Our Mission

REAFERASEEFEERSRORTBE -

To ensure that every customer experience is positive.

We achieve this by providing best in class financial

products and services

e
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Incorporated in 1918, The Bank of East Asia, Limited is a leading
Hong Kong financial services group with total consolidated assets
of HK$865.2 billion (US$111.1 billion) as of 31st December, 2019.

BEA provides a comprehensive range of corporate banking,
personal banking, wealth management, and investment services to
customers throughout Greater China and beyond.

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 one of the most extensive
networks of any foreign bank in China, with outlets in more than
40 cities nationwide.

Overseas, the Bank maintains an active presence in Southeast Asia,
the United Kingdom, and the United States. Worldwide, BEA serves
customers through nearly 200 outlets and offers rewarding and
challenging career opportunities to more than 9,800 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.

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 the Bank’s homepage at www.hkbea.com.
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2019 2018
HK$ Million HK$ Million ~ Change &8}
BEEER BERET % BAE
Profitability 2 %l
Operating profit before impairment losses
ARNBGIBIETR R 2 £ &% A 9,793 8,509 +15.1
Profit attributable to owners of the parent
A SRR A B AR A 5 7 3,260 6,509 -49.9
Balance Sheet Strength EE& &R
Total loans and advances to customers and trade bills
BEFENRRBRKE HRBEEE 521,186 515,281 +1.1
Total assets
BERR 865,198 839,451 +3.1
Total customers’ deposits and certificates of deposit issued
TR 647,586 632,604 +2.4
Total equity
PR AR 109,638 103,575 +5.9
Earnings Per Share and Dividends Per Share
BEREIANRERERE
Basic earnings
EARBF HK$0.89 HK$2.07 -57.0
Dividends
B HK$0.46 HK$1.18 -61.0
Key RatiosE=ZE Lt &
Return on average assets'
FHEER#RE 0.3% 0.7%
Return on average equity?
IR IR A 2R O R 2.7% 6.3%
Cost-to-income ratio?
BRANE A B R 50.2% 50.2%
Loan to deposit ratio*
ERETEREE 78.6% 79.1%
Impaired loan ratio®
MBS X 1.2% 0.7%
Average liquidity coverage ratio  -first quarter £ —Z& 169.8% 137.8%
O RE RS R -second quarter 55 —Z=F 171.7% 144.8%
-third quarter F=ZFF 166.9% 153.0%
-fourth quarter SEPUZEE 175.7% 180.5%
Common Equity Tier 1 capital ratio®
TR —RE AR 15.6% 15.7%
Tier 1 capital ratio®
—RERL X 18.4% 17.8%
Total capital ratio®
BERL X 20.4% 20.8%
Notes:

" Profits attributable to owners of the parent for the year after deduction of the distributions to Hybrid/Additional Tier 1 issue holders / Monthly
average balance of the total assets for the year including last year-end balance.

2 Profits attributable to owners of the parent for the year after deduction of the distributions to Hybrid/Additional Tier 1 issue holders / Monthly
average balance of the total equity attributable to the owners of the parent for the year including last year-end balance.

3 Operating expenses / Operating income.

4 Total gross loans and advances to customers / Total deposits from customers and certificates of deposits issued.
5 Gross impaired loans and advances to customers / Total gross loans and advances to customers.

6 It is computed on a consolidated basis in accordance with Banking (Capital) Rules.
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FIVE-YEAR FINANCIAL SUMMARY *
SFEFMBERER"

TOTAL EQUITY
i SR A a5 4 R

HK$ Million
BEEBT
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LOANS AND ADVANCES TO CUSTOMERS / TOTAL DEPOSITS / TOTAL ASSETS
EFENRBR/ FRAHE  EERS

HK$ Million
BEEET
900,000 865,198

A 839,451
800,000 781,364 765,706

700,000

632,604 647,586

600,000 578,020 564,646 608,150

509,105

500,631

500,000 473,776

454,242
441,506
400,000

300,000
200,000

100,000
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. Loans and Advances to Customers & 5 &5 R #15% . Total Deposits 75458 . Total Assets G

* Due to the Hong Kong Financial Reporting Standards that came into effect during the financial year, the above summary have not been
prepared on a consistent basis. Changes in accounting policies are set out in Note 3 of the Notes To The Financial Statements.

* BRAFERERZ (EBUBEMEER) L2 5 FHUBHMBILIRBR—ES - BatHR S BHEEEHERM AL 3 AZIH -
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PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT
TEBRAEER R mA

HK$ Million
BEREET
10,000 9,347

9,000
8,000
7,000 6,509
6,000 5,522
5,000
4,000 3,723 3,260
3,000
2,000
1,000

2015 2016 2017 2018 2019

FIVE-YEAR COMPARISON

5 F LB
2015 2016 2017 2018 2019
HK$ Million HK$ Million HK$ Million HK$ Million HK$ Million
BERET BEEET BERET BERER BETER
Total equity
R AE S B 85,641 86,636 101,214 103,575 109,638
Total deposits
T aE 578,020 564,646 608,150 632,604 647,586
Loans and advances to customers
P E 441,506 454,242 473,776 500,631 509,105
Total assets
BEMEE 781,364 765,706 808,942 839,451 865,198
Lean fio dla g0t =10 76% 80% 78% 79% 79%
BERETFRER
Profit attributable to
owners of the parent 5,522 3,723 9,347 6,509 3,260
] BB IR R s
Earnings per share
SR EH HK$1.95 HK$1.21 HK$3.21 HK$2.07 HK$0.89
EHTELels ger sl HK$0.88 HK$0.56 HK$1.28 HK$1.18 HK$0.46

BERE
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This year is the first time that | report to you in my new
position as Executive Chairman of the Bank. It has been
my great privilege to serve as Chief Executive for the
past 38 years, and | am very pleased that Mr. Adrian Li
and Mr. Brian Li will now lead the Bank forward as Co-
Chief Executives.

Their appointment, in our centenary year, brings
continuity amidst global economic uncertainty and
transition in the financial sector.

Increasing competition and accelerating change, a
slowing Mainland economy aggravated by the US-China
trade dispute, and prolonged social unrest in Hong Kong
made 2019 a particularly challenging year.

We continue to believe in the immense potential of our
home markets. During our centenary year, BEA took
stock, identified opportunities and invested for future
growth. We also reaffirmed our medium and long-term
strategies, rolling out a series of measures focussing on
meeting customer needs, driving sustainable growth and
enhancing the efficiency of our business.

In the 100 years since we first opened our doors, we
have grown together with the customers we serve. As
we enter our second century, our customers remain our
top priority.

Going forward, BEA aims to build even stronger long-
term client relationships, as we hone our focus on being a
customer-centric financial services provider.

Over the decades, customer expectations with regard
to convenience and service quality have evolved
considerably, ever more so in the digital era. At BEA, we
have long been at the forefront of banking technology,
and we will continue to develop innovative and user-
friendly services and tools to best serve our customers.

Dr. the Hon. Sir David LI Kwok-po
Executive Chairman

HITEE

FEES

ltl
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DIVIDENDS FOR THE LAST 5 YEARS
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On 1st January, 2020, we established a new Digital &
Innovation Office. This office will lead the Group'’s digital
strategy, focussing on enhancing our data analytics
capabilities, strengthening our insights into customer
behaviour and preferences, and building fintech solutions.

We are also focussing on our partnerships with digital
service providers, extending our client base and bringing
our customers new experiences and new solutions. At
the same time, we are continuously upgrading security,
ensuring that we remain at the forefront of best practice
in the industry.

With the low interest rate environment expected to
persist, we are seeking to expand fee income.

Moving into 2020, we are enhancing our retail wealth
management platform and strengthening cross-border
collaboration to capture opportunities arising from the
region’s increasing affluence.

We aim to provide holistic banking services through our
online and offline channels, striving to serve an ever-
larger share of our customers’ financial needs.

With the strength of our mobile and digital offering,
we are well-positioned to compete with new market
entrants, including technology firms and virtual banks.
At the same time, our branch network gives us a clear
advantage in building relationships and providing more
complex products and services.

To attract low-cost deposits and drive down funding
costs, we will continue to expand our transaction
banking, trade finance and cash management businesses.
Meanwhile, BEA China will focus on its co-lending, credit
card, trade finance, supply-chain financing and cross-
border financing businesses.

We have implemented measures across the Bank to
improve productivity and draw greater returns from
our assets.

In Hong Kong, we have made changes in various areas
to facilitate collaboration between business units, driving
improvements in efficiency and value creation. We
continue to streamline branch and back-office operations,
deploying end-to-end technologies to reduce staff
workload and reposition our branches as sales centres.

Similarly, BEA China is reallocating resources to high-
potential areas and investing in online infrastructure, in
alignment with customer trends. At the same time, key
processes such as risk management are being centralised
to improve effectiveness and strengthen internal controls.

Recognising that the key to success is our people,
we are nurturing a Bank culture that takes prides in
delivering best-in-class financial solutions. To this end,
we have realigned our appraisal and incentive system to
encourage greater collaboration and motivate staff to
strive for excellence.

To ensure that capital is deployed efficiently and improve
the return on risk-weighted assets, we have set clear
goals for our business units. Finally, while investing for
productivity growth and efficiency gains, we will remain
disciplined regarding expenses to ensure that we operate
a sustainable, cost-effective business.

The challenging conditions in 2019 caused difficulties for
certain clients on the Mainland. Accordingly, the Bank
accelerated the downgrade of a number of loans and
made adequate provisions to address the situation. This
prudent approach led to a surge in the non-performing
loan ratio for 2019. We continue to de-risk and actively
manage the problem loan portfolio.

In mid-January 2020, the Central People’s Government
launched a series of initiatives to control the threat to
public health posed by a new coronavirus. While the
outbreak has been concentrated on the Mainland, a
number of countries have introduced travel restrictions
on visitors from China in an attempt to contain the
spread of the virus. At the beginning of February,
BEA implemented its emergency response protocol
for infectious diseases, introducing work-from-home
arrangements where practicable and appropriate. A
number of branches have been closed temporarily to
protect our customers and our staff.

We continue to maintain all services for our clients,
and encourage customers to use our online channels
wherever possible. We are monitoring the situation,
and will adopt a risk-averse posture until the outbreak is
brought under control.
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In the longer term, we see great opportunities to prosper
in line with national growth initiatives. With a major
branch presence within the Greater Bay Area, BEA is well
placed to benefit from policies that aim to transform
the region into a global technology and innovation hub.
By leveraging our unique China platform and robust
fintech solutions, BEA's solid franchise will be further
strengthened, assuring the Bank'’s long-term prospects.

We continue to strengthen ties with our two key strategic
partners, namely CaixaBank and Sumitomo Mitsui
Banking Corporation, and deepen our relationships with
all other partners and affiliates. We believe that these
relationships will become even more valuable in the years
to come.

We are also investing in our people and in new resources
to realise our vision to be the trusted and preferred
banking partner in Greater China and beyond. We are
confident that this commitment will enable BEA to meet
the increasingly sophisticated needs of retail, corporate
and private banking customers at all times.

| extend my grateful thanks to our talented and dedicated
management team for their commitment to the Bank’s
long-term goals. The management team and | are
very grateful to all our employees for their pursuit of
excellence in all that they do.

| extend my personal appreciation to the Bank’s Board
of Directors and the Directors of our subsidiaries and
associated companies for their support and invaluable
advice during the past year. | am also very grateful to all
our business partners for their significant contributions to
our success. And | thank our shareholders for sharing our
vision, and for supporting us through every market cycle.

Most importantly, | thank our clients for placing their
trust in BEA. We aim to serve you to your complete
satisfaction, whichever way you choose to bank with us.

David LI Kwok-po

Executive Chairman

Hong Kong, 19th February, 2020
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Financial Performance

For the year 2019, the Group earned a profit attributable
to owners of the parent of HK$3,260 million, representing
a decrease of HK$3,249 million or 49.9%, compared
with the HK$6,509 million earned in 2018. Pre-provision
operating profit of the Group was strong, growing by
15.1% year-on-year. The drop in attributable profit was
mainly due to a significant increase in impairment losses
in Mainland China.

Basic earnings per share stood at HK$0.89 in 2019,
compared to HK$2.07 in 2018.

Return on average assets and return on average equity
were 0.3% and 2.7%, respectively, in 2019, compared to
0.7% and 6.3%, respectively, in 2018.

Net interest income for the Group increased by HK$1,541
million, or 11.9%, to HK$14,500 million, as net interest
margin rose from 1.73% to 1.85% and average interest-
bearing assets grew by 4.9%.

Net fee and commission income rose by HK$288 million,
or 10.8%, to HK$2,941 million. The growth was largely
contributed by higher commission income from credit
cards and sales of third-party insurance policies, and was
partially offset by a decrease in commission income from
securities and brokerage.

Taken together, net trading and hedging results and net
results from financial instruments designated/mandatory
at fair value through profit or loss increased by HK$281
million to HK$1,032 million. Overall, non-interest income
grew by 26.0% to HK$5,184 million. Operating income
increased by 15.3% to HK$19,684 million.

Total operating expenses rose by 15.5% to HK$9,891
million. The rise was mainly due to an increase in internet
platform charges incurred for retail co-lending business
in Mainland China. Excluding such internet platform
charges, total operating expenses rose by 7.1%. The cost-
to-income ratio remained flat at 50.2% in 2019.

Pre-provision operating profit stood at HK$9,793 million,
an increase of HK$1,284 million, or 15.1%, when
compared with 2018.

The net charge of impairment losses on financial
assets for the Group rose from HK$1,188 million in
2018 to HK$7,253 million in 2019, mainly due to
higher impairment losses recorded by Mainland China
operations, and the Group’s impaired loan ratio rose
from 0.70% at the end of 2018 to 1.22% at the end of
2019. The impaired loan ratio for Hong Kong operations
improved from 0.29% to 0.25%, while that for Mainland
China operations rose from 1.73% to 3.80%.

Operating profit after impairment losses amounted to
HK$2,540 million, a decrease of HK$4,379 million, or
63.3%.

Net profit on the sale of financial assets measured at fair
value through other comprehensive income increased by
17.6% to HK$72 million.

Net profit on sale of assets held for sale in 2019
amounted to HK$18 million, mainly contributed by
a profit of HK$105 million on the disposal of several
properties in Hong Kong, partly offset by a loss of HK$94
million on the disposal of certain subsidiaries in Mainland
China and an associated company in Indonesia.

Valuation on investment properties recorded a net loss of
HK$33 million.

The Group shared after-tax profits from associates and
joint ventures of HK$622 million, an increase of HK$56
million, or 9.9% compared to 2018.

Owing to a deferred tax credit arising from impairment
losses recorded in Mainland operations and a write back
of certain overprovision in Hong Kong and Overseas
operations, the Group’s income tax reversed from a
charge of HK$1,506 million for 2018 to a credit of
HK$138 million for 2019.

After accounting for income taxes, profit after taxation
fell to HK$3,336 million, a decrease of 49.1% compared
to the HK$6,554 million earned in 2018.
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Financial Position

Total consolidated assets of the Group stood at
HK$865,198 million at the end of 2019, an increase
of 3.1% compared to HK$839,451 million at the end
of 2018.

Gross advances to customers rose by 1.7% to HK$509,105
million, while trade bills negotiated declined by 17.5% to
HK$12,081 million.

Investment securities increased by 13.0% to HK$163,514
million.

Total equity attributable to owners of the parent
increased to HK$95,307 million, a rise of 3.8%), mainly
due to the net profit of HK$3,260 million earned
during 2019.

Additional Tier 1 capital increased to HK$13,963 million,
up 57.0%, while loan capital decreased by 17.2% to
HK$10,238 million.

Debt securities issued increased to HK$3,181 million,
up 464.1%.

Total deposits from customers decreased by 0.1% to
HK$573,527 million. Of the total, demand deposits and
current account balances decreased by HK$5,192 million,
or 7.2%; savings deposits increased by HK$9,265 million,
or 7.1%; and time deposits decreased by HK$4,660
million, or 1.3%. Total deposit funds, comprising deposits
from customers and all certificates of deposit issued,
increased by 2.4% to HK$647,586 million.

The loan-to-deposit ratio stood at 78.6% at the end of
2019, compared to 79.1% at the end of 2018.

As at 31st December, 2019, the total capital ratio, tier 1
capital ratio, and common equity tier 1 capital ratio were
20.4%, 18.4%, and 15.6%, respectively. The average
liquidity coverage ratio for the quarter ended 31st
December, 2019 was 175.7%, which was well above the
statutory minimum of 100%.

S&P Global Ratings

The Bank of East Asia, Limited

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

Short-term Counterparty Credit A-2
(local and foreign currency)
Outlook Stable

Moody’s Investor Service

The Bank of East Asia, Limited

Long-term Bank Deposit A3
(local and foreign currency)

Short-term Bank Deposit Prime-2
(local and foreign currency)
Outlook Stable
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The Bank of East Asia, Limited RIn$E{THER A T

1

10

“2019 Best SME’s Partner Gold Award”
(for the second consecutive year)
- The Hong Kong General Chamber of Small and Medium Business

“Quamnet Outstanding Enterprise Awards 2018 — Outstanding
SME Service Provider (Bank)” (for the sixth consecutive year)
- China Tonghai Financial Media Limited

“Best Digital Bank, Hong Kong” and “Best Retail Bank, Hong
Kong” in the Brand Awards 2018;

“Best Private Bank in Greater China” and “Best Wealth Management
Partner in North Asia” in the Brand Awards 2019

- Global Brands Magazine

“Excellent Brand of Smart Banking” in the Hong Kong Leaders’
Choice Awards 2019
- Metro Finance

"Outstanding Intelligent Lifestyle and Financial Management
Platform” in the FinTech Awards 2018
- ET Net

Gold Award for “Best App — Banking Services”, “Best App —
Lifestyle / Entertainment”, “Best App — Reform” in the Mob-Ex
Awards 2019;

Silver Award for “Best User Experience”, and “Most Innovative Use
of Mobile Technology” in the Mob-Ex Awards 2019

- Marketing Magazine

“Most Innovative Mobile Banking Application, Hong Kong” in the
Triple A Digital Awards 2018
- The Asset Magazine

“Best Frictionless Omni Channel Integration in Hong Kong” in The
Asian Banker Hong Kong Awards;

“Payment Merchant Services of the Year in Asia Pacific” in the
International Excellence in Retail Financial Services Awards 2019

- The Asian Banker

The Excellence Award in “Digital Innovation”, “Branch Innovation”,
and “Integrated Marketing (Branding Promotion)” in the Financial
Institution Awards 2019;

Outstanding Performance Award in “Mobile Banking” in the
Financial Institution Awards 2019

- Bloomberg Businessweek (Chinese Edition)

“Hong Kong and Macau Innovative Awards — Issuing Innovative
Award (UnionPay APP)”; Gold Award for “Highest UnionPay Online
Payment (UPOP) Acquiring Volume 2018

- UnionPay International
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“2019 The Best Foreign Bank in Brand-building” in the 2019
Golden-shell Award of China Asset Management
- 21st Century Business Herald

2019 Annual Foreign Bank of Excellent Brand
- The Economic Observer

“2019 Most Innovative Wealth Management Bank” in the 10th
Golden Tripod Award
- National Business Daily

“2019 Foreign Bank of Excellent Competitiveness” in the 2019
Financial Institutions of Competitiveness of Excellence, and “New
Era Financial Institution Influence Award”

- China Business Journal

“Most Potential Forward & Swap Transaction Market Maker Award

and “Best Comprehensive Member Award”

- China Foreign Exchange Trade System & National Interbank
Funding Center

“2018 China Grand Award”
- JIEMIAN & CailianPress
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“Gold Ratings — BEA (MPF) Value Scheme — MPF Ratings’ 2019
MPF Scheme Ratings and Awards”
- MPF Ratings Limited
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“IFTA Fintech Achievement Award 2018 — Insur-Tech Platinum
Award"”
- Institute of Financial Technologists of Asia

“Banking & Finance Awards 2019 — Excellence Award for Travel
Insurance Product”
- Sky Post
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“The Asset Benchmark Research 2019 — One of the Top Investment
Houses in Asian G3 Bonds — Hong Kong”
- The Asset
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“BENCHMARK Fund of the Year Awards 2019 — Asia Pacific Fixed
Income HC within Mutual Funds’ Top Funds Awards, Best-In-Class”
- BENCHMARK

“Best Bond Fund, Asia Pacific HC” (for its 5-year performance)
- Refinitiv Lipper Fund Award Programme 2019 Hong Kong
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Global economic growth remained subdued in 2019,
clouded by concerns of an escalation in United States-
China trade tensions. In response, central banks around
the world eased monetary conditions to provide a buffer
for their economies in the face of uncertainties. Weak
external demand arising from the trade tensions led to a
4.1% year-on-year decline in Hong Kong exports in 2019.

Meanwhile, Hong Kong's domestic economy was
affected by escalating social unrest, starting from mid-
2019. Retail sales dropped by 11.1% for the whole year.
Facing stress on both internal and external fronts, the
economy contracted by 1.2% in 2019. By the end of
2019, property prices had slid 4.6% compared to the
historic high reached in May. Nevertheless, they were still
5.3% higher than at the start of the year. Unemployment
rose to 3.3% in December, the highest level recorded in
the past two years.

In the coming year, besides the persisting social unrest,
the economy will also have to cope with the threat of
the spreading of the coronavirus. Not only will this weigh
on consumer confidence, the resultant impediment to
business meetings, conferences and cross-border travel
will disrupt normal commercial activity. More business
closures and downsizing are expected in the coming
months, pushing the unemployment rate higher. This in
turn will further weigh on consumer spending in 2020.

Meanwhile, despite the first-phase trade deal finalised in
January 2020, most of the tariffs imposed by the US on
China remain in place. Hence, Hong Kong exports are
expected to see only a gradual recovery in 2020. All in all,
Hong Kong's gross domestic product is forecast to contract
by 1.5%, while the inflation rate will soften to 2.2%.

On the Mainland, exports rose by 0.5% in 2019, as US-
China trade friction and escalating tariffs weighed on
demand for Mainland products. Business confidence
declined, leading to weak job growth. Retail sales growth
slowed to 8.0% in 2019.

Pork prices surged in the wake of the swine flu epidemic,
pushing overall inflation to 2.9% in 2019. However, non-
food inflation averaged only 1.4%, reflecting weakness
in consumer demand. In an attempt to stabilise the
economy, the Central Government has launched a series
of fiscal and monetary stimulus measures, including a
half-percentage point reduction in the required reserve
ratio and tax cuts for both individuals and corporations.

Looking ahead, the economy will endure the headwinds
posed by US trade tariffs and the spreading of the
coronavirus. However, following the containment of the
disease, we expect the Central Government will introduce
measures to stabilise the economy. As of early February
this year, we forecast that China’s economic growth
will decelerate to around 5.4% for 2020. Inflation will
average 3.3%.

Business — Hong Kong

At the end of December 2019, the aggregate value of all
customer loans and trade bills of BEA in Hong Kong was
8.0% higher than at the end of 2018. Customer loans
were 10.0% higher, debt investments 20.1% higher and
customer deposits 6.5% higher.

Retail Banking

Despite a prolonged period of social unrest, BEA's retail
operations posted strong results in 2019. Operating
income rose by 11.4% year-on-year. Net interest income
increased by 8.4% on higher average deposit balances
and a widened deposit spread. Net fee and commission
income grew by 30.5%, driven by retail wealth and credit
card fee income.



BEA formed a strategic alliance with a
series of partners, leveraging the power
of API to bring new banking experiences
to customers.
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Targeted segmentation saw a continued improvement in
new account intake, contributing to double-digit growth
in the bases of both affluent and emerging affluent
customers. There was also significant growth in new cross-
border clients, following the establishment of dedicated
service points across the Bank’s Hong Kong network.

Revenue from wealth management services was resilient
in the face of weaker market sentiment in the second half
of the year. Income from retail investment and insurance
products rose by 15.7% year-on-year. In particular,
commission from insurance sales saw exceptional growth.

The resilient performance was underpinned by BEA’s
digital strategy. Even as escalating social unrest led to the
temporary suspension of some branch services, customers
still had convenient access to a range of services and
products via the Bank’s mobile app and Cyberbanking
portal. Digital customer penetration has reached 50%
and close to 80% of financial transactions are made via
automated channels.

Following enhancements to the BEA App, mobile
adoption picked up pace, with 37% growth in activated
mobile banking users over the year. A wide range of
retail wealth products were made available via mobile
in the second half, including unit trusts, linked deposits
and short-term life insurance. In addition, a new app for
remote account opening, BEA Flash, was launched with
a market-first live chat feature. BEA Flash shortens the
account-opening process to just six minutes.

BEA has formed strategic alliances with a number of
external service providers, enabling the Bank to integrate
with their ecosystems and leverage open APIs to share
product information and process applications. BEA will
continue to work with digital partners to expand its scope
of service and extend its reach to new customers.

Corporate and Commercial Banking

Corporate Banking’s performance was sustained in
2019 despite the challenging operating environment.
Operating income increased by 3.2% year-on-year, with
solid growth in both net interest income and net fee and
commission income.

The division was restructured at the end of 2018 to
improve segmentation and focus acquisition on key
client groups, with positive results. The corporate loan
balance rose by 6.9%, driven by growth in commercial
loans, as new teams of relationship managers successfully
brought in business from mid-cap companies. Meanwhile,
targeted efforts to grow operating accounts also bore
fruit. The intake of new accounts rose significantly over
the year, particularly among the SME segment, and
corporate CASA deposits increased by 83.7%.

As a local bank, BEA supported local SMEs during the
economic downturn. Credit facilities approved by BEA
to SMEs under the government'’s loan and financing
guarantee schemes more than tripled year-on-year. At the
same time, credit risk was closely monitored and the Bank
worked proactively to uphold asset quality. As a result,
credit costs remained manageable and the impaired loan
ratio was kept at a low level.

BEA is improving its digital platform for corporate clients
to enrich transaction banking capabilities and increase
customer stickiness. Several system enhancements were
made during the year. The number of active Corporate
Cyberbanking users grew by 45% in 2019, while digital
transactions rose by 57%.

To drive business synergies, both internally and with
external partners, the Financial Institutions Department
has been grouped under Corporate Banking. This will
facilitate better resource allocation, grow business
through referrals, and enable the Bank to better serve
non-bank institutions such as insurance companies, fund
houses and NGOs.

Going forward, Corporate Banking remains focussed
on managing asset quality, driving balanced growth
in deposits and loans, and generating fee income. The
Bank will continue to develop its transaction banking,
trade finance and corporate wealth management
services to attract CASA deposits and bring cross-selling
opportunities.
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Wealth Management

Performance held up well for Private Banking during the
year under review. Growth in net fee and commission
income was offset by a decline in net interest income, as
margins were pressured by competition for loans and a
rise in funding costs. Overall, operating income was flat
year-on-year.

With continued uncertainty in global markets, investors
were risk averse throughout 2019, preferring bonds
to equity. Despite this, investment momentum picked
up compared to the previous year. Private Banking
encouraged clients to diversify their portfolios and saw
good take-up of mutual funds, particularly bond funds.
Revenue from sales of investment products rose by 5.1%.

New business was driven by clients and funds from the
Greater Bay Area. Meanwhile, loans to Private Banking
customers increased by 14.3% as clients sought leverage
for investments. Assets under management rose by
11.0% year-on-year.

BEA has adopted a range of new initiatives to further
enhance fee income from its wealth management
operations. Private Banking will work more closely with
business units across the Bank’s global network to better
capture cross-selling opportunities, particularly with
existing corporate clients.

The Bank is developing a more personalised,
comprehensive and user-friendly digital platform to
enhance interaction with high-net-worth clients. A client
version of the Bank’s internal portfolio management
application has been added to the BEA App for the
exclusive use of Private Banking customers. Further
enhancements will be made to provide additional value-
added content, as well as useful wealth management
functions and services.

Insurance and MPF Services

Following the adoption of HKFRS 9, changes in the
valuation of certain financial assets are included in net
insurance profit, making this line more volatile due to
market fluctuations. During the period under review, the
Bank’s net insurance profit more than doubled, mainly
arising from revaluation gains in debt investments.
Excluding these gains, the core performance of the Bank’s
insurance business continued to improve, with year-on-
year growth of 21.8%.

For BEA Life Limited, the Bank's wholly-owned life
insurance arm, new premium income reached a record
high in 2019 with growth of 50.8% year-on-year. This
drove an increase of 29.1% in the Bank’s commission
income from sales of BEA Life products. Short-term
products with guaranteed returns saw an enthusiastic
response from customers, while sales of long-term
products also recorded impressive growth.

Blue Cross (Asia-Pacific) Insurance Limited, BEA’s wholly-
owned general insurance arm, maintained a disciplined
balance between growth and profitability. Double-digit
growth in underwriting profit was driven by a significant
improvement in performance for group medical insurance.
However, premium income faced pressure due to the
economic downturn in Hong Kong in the second half of 2019.

Blue Cross launched a new mobile application in April,
followed by a chatbot service in December. The new
mobile app saw more than 53,000 downloads in the first
nine months following its launch, with an activation rate
of 67%. The app supports sales, renewals and claims for
a range of personal insurance products. Premium income
from direct customers via online channels recorded
18.0% growth in 2019.

Total membership in BEA's Mandatory Provident Fund
schemes grew to more than 825,000 at the end of
December 2019, while AUM increased to HK$27.8 billion.
The latest overall weighted average fund expense ratio of
the three BEA MPF Schemes was 1.25% at 31st March,
2019, well below the MPF industry average.

My Portfolio, a portfolio management
application available exclusively to Private
Banking customers, was added to the
BEA App.

K EHEBIREAIZR My Portfolio BI5RZE
RLFHERREN - EHALARITESER -



In 2019, Blue Cross launched its mobile app,
Blue Cross HK, the first in Hong Kong to adopt
blockchain technology in medical claim service,
integrating InsurTech and medical insurance.
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Business — China

Economic growth on the Mainland slowed to 6.1% in
2019, as the US-China trade dispute continued to weigh
on business and consumer sentiment. To stabilise and
support the economy, the Central Bank adopted a looser
monetary policy, aiming to assist small and medium
enterprises and the private sector in particular.

Despite the general economic weakness, BEA’s China
banking operations generated a strong pre-provision
operating profit of HK$2,220 million for 2019, up
15.6% year-on-year. With the general easing of liquidity
conditions, funding costs were lower. The shift in business
focus toward consumer lending contributed to a strong
rise in net interest income for 2019, up 30.6% year-on-
year to HK$5,353 million. NIM widened by 60 basis points
year-on-year.

Meanwhile, legacy lending to commercial properties in
non-tier-1 cities has left BEA’s China banking operations
exposed to the weakening economy, despite ongoing de-
risking of BEA’s China portfolio in recent years. Four legacy
loan assets were downgraded in the first half of 2019,
which led to significant one-off post-tax impairment losses.
As a result, BEA's China banking operations reported a net
loss of HK$3,550 million for 2019.

At the end of 2019, the impaired loan ratio for BEA China
stood at 3.81%, down 108 basis points versus the first
half of 2019. The improvement followed the disposal of
significant problem loans in the second half of the year.
Looking ahead, BEA’s China banking operations will
continue to improve the monitoring of distressed loans
and credit assets, and strengthen the recovery, mitigation
and disposal of risky assets.

Advances to customers declined by 12.2% year-on-
year as at 31st December, 2019, to HK$131,371 million,
driven by our efforts in tightening credit underwriting.
In line with funding needs, customer deposits stood
at HK$146,963 million as of the same date, a 14.0%
decrease from a year earlier.

Underlying operating expenses for BEA’s China banking
operations in 2019 were HK$4,195 million, up 26.8%
year-on-year. The increase was due mainly to platform
fees paid to our internet partners. Excluding the aforesaid
costs, the adjusted cost-to-income ratio fell to 59.7%,
down 2.2 percentage points year-on-year, thanks to
effective cost management and higher operating income
in 2019.

Supported by partnerships with leading internet platform
companies, BEA China’s retail banking transformation
programme continued to deliver a sound performance in
2019. The retail lending share of BEA China’s portfolio
grew to 30.6% for 2019, which was ahead of schedule.
In the context of 10.5% growth of the retail customer
base, BEA China will further strengthen cross-selling and
business referrals to enhance its customer conversion rate
and its customer wallet share. In addition, BEA China will
continue to reinforce the relevant support infrastructure,
including internal capabilities in IT, operations, compliance
and risk management.

With respect to corporate banking, BEA China focussed
on promoting transaction banking, investment banking,
cross-border financial solutions and sales of treasury
products, in order to optimise its asset portfolio and
increase fee income contribution. BEA China collaborates
closely with other business units of the Group to support
the real economy and capture opportunities arising
from national strategies, including the Greater Bay Area
Development.

BEA has established a multifaceted presence in the GBA,
including banking, securities, asset management and
information services. In addition, BEA China operates one
of the most extensive networks of any foreign bank with
26 outlets covering all nine Mainland cities in the GBA.
To further enhance synergies among its differentiated
business segments, BEA is in the process of establishing a
GBA Headquarters in Qianhai, Shenzhen.

On the corporate banking front, BEA will focus on
growing certain strategic segments in the GBA and
providing seamless cross-border solutions by leveraging
its on-shore off-shore capabilities. On the retail banking
front, in line with various policy propositions, BEA will
focus on launching innovative products in the areas of
consumer finance, payment and wealth management
to better serve the needs of its GBA clientele. It will also
leverage its strong strategic partnerships with leading
internet platforms to develop specialised GBA offerings.

As at the end of 2019, BEA China operated 98 outlets on
the Mainland including its Headquarters, 31 branches and
66 sub-branches.
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Business — International, Macau and Taiwan

The Bank’s overseas operations remained stable in 2019,
in the face of challenging market conditions stemming
from the ongoing US-China trade dispute, unresolved
Brexit issues and increasing geopolitical tensions.

During the year under review, BEA’'s overseas
branches adopted a defensive posture, expanding
loan books prudently and terminating problematic
relationships. Overall, the Bank’s overseas operations
achieved modest loan growth in 2019.

Pre-provision operating profit decreased by 7.9%, due
to the interplay of de-risking strategies, soaring funding
costs, implementation of the HKFRS 16 Leases on 1st
January, 2019, and depreciation of Pound Sterling
against the Hong Kong dollar. The cost-to-income ratio
for overseas operations increased from 32.7% in 2018
to 35.2% in 2019. Higher expenses were incurred on
risk and compliance, as regulatory requirements become
more stringent. Asset quality remained sound, with the
impaired loan ratio standing at 0.54%.

In spite of fierce market competition, which led to
substantial loan prepayments, the Bank’s operations
in the US delivered steady operating results. The
unit participated in syndicated loans to investment-
grade borrowers and large corporates, and provided
financing for real estate projects in gateway cities with
strong sponsors. In addition, the Bank’s US operations
strengthened bilateral lending relationships with existing
BEA customers who have investments in the US.

Despite Brexit uncertainties, the Bank's UK operations
delivered both loan growth and higher profitability in
2019, riding on sustained investment demand from
Mainland China, Hong Kong and other Asian countries. In
addition, the unit made good progress in diversifying
its loan portfolio through syndicated lending to well-
established corporates, seeking out opportunities that
offered exposure to companies that maintained strong
balance sheets and had positive business outlooks.

Singapore Branch achieved high single-digit growth in
loans in 2019, even though the local economy remained
subdued. The unit continued to de-risk, focussing on
syndicated and bilateral facilities involving large corporates,
listed companies and government-linked corporations.

Meanwhile, Labuan, Macau and Taiwan branches faced
difficult market conditions, including fierce competition,
and maintained a prudent stance throughout the year.
For 2020, Labuan Branch will work closely with Singapore
Branch and our strategic partners to pursue quality
bilateral and syndicated loans with large corporates.

Macau Branch will focus on local corporates with strong
sponsors in 2020. In addition, Macau Branch will further
develop business with companies that qualify for the
Macau Government’s Small and Medium-Sized Enterprises
Credit Guarantee Scheme.

Taiwan Branch continues to bolster its origination
capability in the syndicated loan market and will arrange
syndication deals for large Asian companies to increase
fee income.

Looking ahead, against the backdrop of a challenging
macro environment, BEA's overseas branches will
continue to prioritise asset quality over loan growth. All
branches will further leverage their local expertise and
international presence to develop additional cross-border
banking business. The overseas branches will also seek
to expand business relationships with existing clients, in
order to enhance clients’ total value to the Bank Group.

Meanwhile, the overseas branches will seek additional
opportunities to collaborate with BEA Head Office,
BEA China and the Bank’s strategic partners in order to
serve outbound investment demand from the Greater
China region.

Last but not least, the Bank's overseas branches will
advance efforts to rationalise their physical networks,
streamline operating procedures and automate processes
in order to achieve higher efficiency and promote
sustainable growth.

BEA Union Investment Management Limited

Despite lacklustre investor sentiment and challenging
market conditions, BEA Union Investment recorded an
increase of 29% in AUM year-on-year in 2019. Inflows
have remained robust, and the Company has enjoyed a
high level of customer asset retention across its retail and
institutional businesses.

In response to investors’ need for fixed maturity products
with a stable income stream, BEA Union Investment
launched a new product, Asian Bond Target Maturity
Fund 2022, in January 2019. The fund is the first fixed
maturity bond fund authorised by the Securities and
Futures Commission for Hong Kong retail investors. To
build on the success of this innovative product, BEA Union
Investment launched the Asian Corporate Target Maturity
Fund 2023 in the fourth quarter of 2019.

During 2019, the Company introduced new channels
for retail and private banking, as well as for financial
institutions on the Mainland. Meanwhile, the institutional
business continued to secure new mandates and
investment advisory from Hong Kong and overseas,
including Thailand and Europe.
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The Company continues to expand its distribution
network in Mainland China and Europe for its flagship
funds under the Mutual Recognition of Funds (MRF)
Schemes. Looking ahead, the Company’s wholly-
owned subsidiary, BEA Union Investment Management
(Shenzhen) Limited, has registered with Mainland
authorities for a private fund management company
licence, which enables the Company to invest capital
onshore and launch private funds catering to professional
investors on the Mainland.

Our People

As of 31st December, 2019, the BEA Group employed
9,846 people:

As of 31st As of 31st

December, 2019 December, 2018

(restated)

Hong Kong 5,564 5,227
Mainland China 3,681 3,970
Macau and Taiwan 158 164
Overseas 443 435
Total 9,846 9,796

* With effect from 1st July, 2019, Credit Gain group of companies
should have been re-classified from Hong Kong Operations to
Mainland China Operations. As such, the headcount figures of 31st
December, 2018 have been restated for comparison purposes.

In 2019, the Bank continued to build a strong
corporate culture based on prudent risk management
and a commitment to ensuring a positive experience
for every customer. Drawing on feedback gathered
through employee and customer surveys, a number of
new initiatives were implemented in 2019. The Staff
Recognition Scheme was promoted more actively to
show appreciation to staff members who demonstrated
positive behaviours that reinforce the Bank’s core values.
Interactive town hall meetings led by members of Senior
Management were also conducted to encourage open
communication, discuss lessons learnt from real cases and
strengthen the Bank’s risk culture.

In October 2019, the Bank implemented a new talent
development framework to support staff members in their
growth. The framework provides a structured and robust
approach to identifying employees with strong potential to
serve at the senior management and department head level
within the Bank, supporting their aspirations for growth
and development, and grooming talent to assume future
leadership roles. With this framework in place, a new
potential identification exercise and a refined succession
planning exercise were completed during the year under
review. In 2020, the Bank aims to launch a series of new
talent and leadership development interventions.

At the same time, BEA continued to groom young talent
under existing programmes, including the Management
Trainee, Corporate Banking Trainee, Operations Trainee,
Relationship Manager Trainee and Branch Operations
Trainee programmes.

A new leadership training programme on performance
management was conducted for the Senior Management
and their senior executives. The training was designed to
foster a collaborative mindset when setting strategic goals
and to sharpen necessary skills, ensuring that these goals
are tied closely with the Bank’s core objectives, are well
aligned across different business units and functions, and
are effectively cascaded down the organisation.
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Risk Management Framework

The Group has established a risk governance and
management framework in line with the requirements
set out by the Hong Kong Monetary Authority and other
regulators. This framework is built around a structure
that enables the Board and Senior 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 under the Board. It
consists of five independent non-executive directors
(including the Chairman of the Committee) and two
non-executive directors. The Risk Committee provides
direct oversight over the formulation of the Group’s
risk appetite, and sets the levels of risk that the Group
is willing to undertake with reference 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 Senior Management adopt to execute their
business functions. Through the Group’s management
committees, including Crisis Management Committee,
Risk Management Committee, Credit Committee, Asset
and Liability Management Committee, and Operational
Risk Management Committee — and with overall co-
ordination 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.

Enterprise Risk Management

The Group has implemented an Enterprise Risk
Management framework. The ERM framework is
promulgated with the objectives of identifying and
managing potential risks in a holistic and effective
manner, fulfilling the HKMA's higher expectations
with regard to the risk management of the Group as a
Domestic Systemically Important Bank, and reinforcing
the “Three Lines of Defence” risk management model.

The Group has adopted the “Three Lines of Defence”
risk management structure to ensure that roles and
responsibilities in regard to risk management within the
Group are clearly defined. The “Three Lines of Defence”
model is summarised as follows:

e The first line of defence comprises the Risk Owners,
who are heads of business units or support units
of the Bank Group, together with staff under their
management. They are primarily responsible for the
day-to-day risk management of their units, including
establishing and executing specific risk control
mechanisms and detailed procedures.

e The second line of defence consists of the Risk
Controllers who are designated staff responsible
for setting out a risk management governance
framework, monitoring risks independently and
supporting the management committees in their
oversight of risk management for the Bank Group.

e The third line of defence is the Internal Audit Division,
which is responsible for providing assurance as to
the effectiveness of the Group’s risk management
framework, including risk governance arrangements.

The Group Chief Risk Officer co-ordinates all risk
management-related matters of the Group, works closely
with the Risk Controllers on the formulation of risk
management policies and exercises risk oversight at the
Group level through a functional working relationship
with all Risk Controllers and Risk Owners.

Principal Risks

The Group faces a variety of risks that could affect its
franchise, operations, and financial conditions. Under the
ERM framework, the principal risks include credit risk,
interest rate risk, market risk, liquidity risk, operational
risk, reputation risk, strategic risk, legal risk, compliance
risk, technology risk, business continuity risk, and new
product and business risk.

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 cater for market
changes, statutory requirements, and best practice in risk
management processes.

Measures have been adopted to manage and mitigate
these risks. Moreover, these risk factors are taken
into consideration when formulating the Group’s risk
appetite statement.
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In addition, the risk profiles for the above-mentioned
risk types are reviewed by the Risk Committee and the
Board on a regular basis. Deficiencies of risk management
and significant regulatory issues are reflected in the risk
profiles. Once the profile of a risk type falls into a pre-
defined alert status, management actions will be triggered
to rectify or control the deficiencies or issues identified.

Listed below are the brief description and management
measures for the principal risks. In particular, in 2019,
in order to enhance asset quality, a series of strategic

actions have been taken on concerned portfolios which
include, but are not limited to, property-related exposure,
over-capacity industries, potential high-risk segments and
portfolios affected by political uncertainties. The aim of
the actions is to closely monitor and contain asset quality.
And for 2020, in view of market uncertainties, including
the adverse impact arising from the outbreak of a new
coronavirus, a prudent approach will be adopted for
credit underwriting while additional efforts will be put
on further strengthening credit control to guard against
further asset quality deterioration.

Risk Description

Management Measures

Credit Risk of loss arising from a borrower
or counterparty failing to meet its

obligations

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

Interest rate Risk resulting from adverse movements
in interest rates that affect the earnings
and economic value of the Group’s

banking book positions

- 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 gap risk, basis risk
and options risk through the monitoring of repricing
mismatches and the impact of changes in interest
rates on earnings and economic value.

Market Risk arising from adverse movements - Establishment of comprehensive policies, guidelines,
in market factors such as interest and manuals to set out control limits
rates, fore|gh exchange, equity prices, - Measurement and monitoring of potential loss due to
debt securities prices and commodity . -

. . . . adverse price movements and market volatility

prices, which result in profits or losses
for the Group

Liquidity Risk that the Group may not be able - Establishment of comprehensive policies, guidelines,
to meet its financial obligations as and manuals to set out control limits and internal
they come due because of an inability liquidity metrics
t‘o (.)b.tam. adequate funding (funding - Conducting cash flow analysis to monitor funding
liquidity risk); or that the Group cannot needs
easily liquidate assets quickly without
significantly lowering market prices - Contingency funding plan to clearly stipulate
because of inadequate market depth or procedures and mitigating actions required to meet
market disruptions (market liquidity risk) liquidity needs in crisis situations

Operational Risk of loss resulting from inadequate - Establishment of comprehensive policies, guidelines,

or failed internal processes, people and
systems or from external events

and manuals to identify, assess, monitor, and
report operational risk of the Group systematically
and effectively, such as setting out operational
risk incidents reporting, risk assessments, key risk
indicators, insurance policies, etc.
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Risk

Description

Management Measures

Reputation

Risk that the Group’s reputation is
damaged by one or more events that
result in negative publicity about the
business practices, conduct, or financial
condition of the Group. Such negative
publicity, whether true or not, may
impair public confidence in the Group
and may result in costly litigation or lead
to a decline in the Group’s customer
base, business, and / or revenue

Establishment of various policies, guidelines, manuals
and codes to ensure compliance with applicable laws,
rules and regulations, and to ensure that the Group
maintains a high standard of corporate governance,
which in turn helps to 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 Group

Establishment of procedures that facilitate
communication in a timely manner with external
stakeholders during unexpected incidents according to
the Guidelines for Incident Response and Management

Establishment of Media Guidelines to ensure effective
and consistent delivery of the Group’s key messages
to the media

Strategic

Risk of current or potential impact
on the Group’s earnings, capital,
reputation, or standing arising from
changes in the environment the Group
operates in, adverse strategic decisions,
improper implementation of decisions,
or lack of responsiveness to industry,
economic, or technological changes

Establishment of comprehensive policies, guidelines,
and manuals to set out the management framework
and assessment tools

Adoption of active capital management through
projection of the Capital Adequacy Ratio and Internal
Capital Adequacy Assessment Process to assess the
level and structure of capital resources needed to
support the risks that the Group faces

Legal

Risk of loss arising from unenforceable
contracts, lawsuits, or adverse
judgments that may disrupt or otherwise
negatively affect the operations or
financial condition 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 with
appropriate expertise including counsel and senior
counsel for advice




REHTHERDT | 2019 F 3k 35

8

EEE

REAEE-HAZHERERHT
E TR B F B E R
EMBERAKEEENAR - LFR
HmHRE - NEARESL  BAgERE
NBRYEAEENEL > WHARTGEEN
BRNHRAER  ASAKEEFPE
B~ S5 M/ AT D

BIESIABR ~ 551 - FMETR] > BERETER
EB - RBNEIRB - R RERA S E S S KER
TEER  BUREREAREENEE

HEL B EERREIREFM - ZFMEEEEE
RBREmAGCERNTE - BHE#EA - 4 - &
B R SRR E AR A - R RE N RTT
REBENEE

REBEEMEE MEIEESISIERERRNEFELE
By ELOMNER R 10 B M BB B AAZ

HIE SRR IR S| - ARERA M N —BUt B AR E RS
RIESBETHE

vais

R

AREESERTEE  TREEIR
BORRERTEHHITE - LK
RitEE R EEEMAAEERN -
ER - EEIMAERERREEY
ZnREkR

BERERER - 1551 Tl - FHIEHERE MFT
mIA

BBEARFT R LRI RAREART RHERFTE
BETENER - HMEREASEmERRAT
B RE R M AERE

HHIREHREEBTT - RRRHHADRA
MEVER - AIeEH AR E R 2B sk
BARREXR B BT EMEEIE
KH R

HIEZEAEREK 155 BT
REHEMAEMARAL N/ HIMNERE/ ERALE
FREVEE IR - W B T FHRETR
RAAEBABAR  WNMHENEENIER T
AABEREEMBNINEER (BREAZANE
RAEEED) B R




36 The Bank of East Asia, Limited | Annual Report 2019

Risk

Description

Management Measures

Compliance

Risk of potential losses arising from
legal or regulatory sanctions, fines and
penalties, financial losses or damage to
reputation that the Group may suffer
as a result of its failure to comply with
laws, regulations, rules, related self-
regulatory organisation standards,
and codes of conduct applicable to its
business activities

Establishment of various policies, guidelines and
manuals to ensure compliance with all applicable
legislation, rules, codes of conduct, industry standards
and guidelines issued by the relevant regulatory
authorities that govern the Group’s operations

Formulation of, and adherence to, the Group
Compliance Risk Management Manual, which
outlines a systematic approach to the management of
compliance risk, including a framework for compliance
risk identification, assessment, monitoring, mitigation
and control, thereby enabling the Group to manage
its compliance risk effectively

Conduct independent regulatory compliance reviews
on major functions of the Group using a risk-based
approach

Technology

Risk of loss to the Group due to
inadequate or failed technical processes,
people and / or computing systems,
or unauthorised access or disruption
to technology resources, in particular
relating to cyber security and e-banking

Development of technology risk related policies and
cyber security strategies as well as comprehensive
security awareness programmes to strengthen cyber
security at all levels

Adoption of adequate 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

Business
Continuity

Risk of loss arising from business
disruptions in the event of an
incident or crisis. Business disruption
could be caused by the loss of staff
members, information technology and
telecommunication systems, premises,
key service providers, vital records, etc.

Establishment of comprehensive policies, guidelines
and manuals

Conduct business impact analysis and development of
business continuity plans by all individual functional
units of the Group

Perform annual drills to test preparedness and
effectiveness of business continuity plans

New Product
and Business

Risk of loss due to insufficient pre-
assessment of significant potential
risks introduced to the Group arising
from the launch of new products,
the structural change of existing
products, and the establishment of
new business operations (i.e. through
the establishment of a new subsidiary
and / or merger and acquisition). The
significant potential risks include Credit
Risk, Market Risk, Operational Risk,
Liquidity Risk, Interest Rate Risk, Legal
Risk, Technology Risk, Compliance Risk,
Strategic Risk, Reputation Risk and
Business Continuity Risk

Establishment of a risk governance structure,
supported by comprehensive policies, manuals, control
guidelines and procedures

A new product / business approval process, which
ensures that before initiating a new product or
business, the potential significant risks are duly
assessed, vetted and documented. The process also
facilitates oversight of new products and businesses by
Senior Management
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Principal Uncertainties

The key uncertainties facing the Group in 2020 and the mitigating measures instituted are set out below:

Uncertainty

Description

Mitigating Measures

Cyber threats ~ Cyber threats have become a key area of focus - Develop cyber security strategy and
for regulators and the banking industry, as they effective control and response frameworks
evolve rapidly. Attackers are constantly looking including comprehensive security awareness
for more sophisticated and efficient ways to programmes to protect the Bank's assets and
jeopardise the banks’ operations and cyber continuously strengthen cyber resilience.
security. - Maintain access to different threat intelligence

sources, both local and overseas, to monitor
the latest threats prevailing worldwide and
ensure adequate protections are in place to
address the threats.

- Understand the root causes and lessons
learned from significant local and overseas
cyber incidents for continuous improvement.

Economic The Group’s major markets, Hong Kong and While the business strategies of the Group have

conditions in Mainland China, are impacted by the following taken into consideration changing economic

the Group's emerging risks: conditions, and economic trends are closely

major markets

1) US-China trade tension

The 17-month-long trade war has increased
the risks of a global recession. With the recent
development, especially the imminent signing
of “Phase one” agreement that reduces some
US tariffs in exchange for increased Chinese
purchases of American farm products and
other goods and services, the 15% US tariffs
expected to take effect in mid-December
2019 on the Chinese imported goods had
been suspended.

Despite the positive development, uncertainty
on smooth and fruitful trade talks still poses
key risk to the global economy, and should
be under close watch especially considering
the fact that both countries have divergent
national and commercial interests.

2) Brexit

The fallout from Brexit remains the largest risk
for the UK in 2020, regardless of the outcome
of negotiations with the European Union. The
majority of boards of listed British businesses
expect the UK economy to deteriorate over
the next 12 months. The combination of
Brexit, trade war and consumer slowdown
may also impact BEA Group's operations in
Southeast Asia, the UK and the US.

monitored, suitability of the Group’s risk
management policies and controls are reviewed
and updated on an ongoing basis.

1) US-China trade tension

Though US and China had signed the trade
deal on 13th January, 2020, the bulk of
US tariffs remains on US$360 billion worth
of Chinese imports. As such, the related
impact analysis continues and will still be
incorporated in the credit underwriting
and review process, with escalated control
measures imposed including monthly survey,
health check, and close monitoring of
customers that may be affected.

Besides, the parameter “US-China Trade
Dispute” remains as part of the hypothetical
analysis under macroeconomic stress-testing
to assess the overall impact from a credit risk,
market risk and interest rate risk perspective
on the Group’s profitability and CAR.

2) Brexit

Despite the relatively low level of the Group’s
exposure to the UK, given the uncertainties of
the new UK-EU trade relation talks during the
transition period to end of 2020, the Group
will continue to monitor the political and
economic conditions closely and assesses the
probable impact on the portfolio accordingly.
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Uncertainty Description Mitigating Measures
3) China corporate bond default 3) China corporate bond default
In China, the continued upward trend of To mitigate possible corporate default,
corporate bond defaults poses a worry, lending strategies are subject to on-going
reaching CNY 120 billion for nine months in review with an aim to diversify away from
2019; CNY20 billion was related to state- risky segments like property related exposure
owned enterprises, nearly double the amount in non-tier 1 cities, over-capacity industries.
reported for 2018. The Bank maintains close monitoring on
loan usage for existing and newly-acquired
customers.
To this end, customer due diligence has been
intensified to ascertain customers’ financial
capability in addition to any collateral offered.
Furthermore, more effort will be devoted to
continually enhancing credit monitoring and
assessing collateral realisation risk.
4) Hong Kong social unrest 4) Hong Kong social unrest
The overall economic environment in Hong The Group has escalated the monitoring
Kong deteriorated in 2019, which was mainly of borrowers, including continuous health
attributable to the persistent social unrest. checks through monthly surveys, with the
The mass demonstrations in Hong Kong in intent to identify any additional customer
the second half of the year adversely affected segments that might be affected for a more
the business volume of hotel, retail and comprehensive impact analysis and prompt
catering operators. A year-on-year decline remedial actions.
o .
of 23/) was recorded for.Hong Kong retai While HKMA has called for banks to support
sales in August 2019, which was the worst . - :
SMEs as far as credit policies and risk
month on record, and even worse than management principles allow, justification
September 1998 when the Asian Financial gen L P )
L . . . and viability of any accommodative approach,
Crisis hit. Severe disruptions to inbound ) . . .
. ) o including debt rescheduling, remain firm
tourism and consumption-related activities o o
: , principles of the Bank to prevent deterioration
also contributed to the subdued economic .
. in the health of any account.
conditions.
. L . . A new scenario, “Hong Kong Massive Social
Persistent civil disorder and social unrest in Y
Unrest”, has been added to the stress test
Hong Kong have already adversely affected :
. ) programme to assess the impact on the
local economic growth, with the economy Groun's profitability and CAR
shrinking by 2.9% in the fourth quarter RSP Y '
of the year. For 2019, real gross domestic
product contracted by 1.2%, showcasing
Hong Kong’s first annual decline since 2009.
5) US Interest rate policies 5) US Interest rate policies

The pace of the US Federal Reserve's action
to cut interest rates is still uncertain. The
rate movement would highly depend on the
performance of the US economy.

Changes in the timing, magnitude and
frequency of US rate cut may increase
uncertainties concerning the pace of global
economic growth, reversion of asset prices,
foreign exchange markets and liquidity.

Interest rate movement is monitored on a
continuous basis to gauge its impact on
earnings and economic value.

Business strategies have taken into
consideration changing interest rate trends.
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Uncertainty

Description

Mitigating Measures

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 and will seek advice
from external lawyers with appropriate
expertise so as to comply with the legal and
regulatory requirements.

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 more difficult to prevent in a digital
environment. Identity fraud is on the rise in the
banking industry.

Control measures have been formulated to
detect and prevent fraud.

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

A dedicated fraud risk management function
led by experts has been set up and deployed
to mitigate fraud risk.

Foreign
exchange rate
movement

One of the major concerns for the Group in
2020 is fluctuations in the value of the US dollar.
The pace of interest rate adjustments by the
US Federal Reserve may affect the trend and
magnitude of the US dollar’s value. It is also
highly sensitive to developments in the US-China
trade war and Brexit. However, any increase in
economic uncertainty may drive the dollar higher
as investors become more risk averse and switch
to assets that are considered to be safe havens.

Another major challenge for the Group is
increasing fluctuations in the RMB. The risk
of such fluctuations has increased along with
slowing growth on the Mainland and the
uncertain outcome of the US-China trade dispute.
Meanwhile, if China is forced to increase imports
from the US significantly, China’s trade surplus
will be reduced, sending foreign exchange
reserves lower. This will put depreciation pressure
on the RMB.

Unexpected fluctuations in foreign exchange
rates could affect:

- the value of the Group'’s foreign currency and
capital positions; and

- the wealth of the Group’s customers and
their repayment ability; it will also affect
counterparty credit exposure of 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 of exchange rate movements on
profit and loss and capital adequacy.

The Group closely observes market
movements. The Group will monitor its
businesses in China and regularly review the
profile of customers with exposure to China
and the RMB.
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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 (i.e. compliance risk).

The Compliance Division is responsible for overseeing
the regulatory compliance framework and monitoring
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 Group's management
committees. Any significant compliance issues,
including those related to anti-money laundering and

By order of the Board
Adrian David LI Man-kiu

Co-Chief Executive

Hong Kong, 19th February, 2020

counter-financing of terrorism, 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,
which act as the 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 anti-money laundering and counter-financing
of terrorism, international standards and regulatory
changes in jurisdictions where the Group has a presence,
cross-border business, personal data protection,
insurance and investment products sales practices, etc. —
BEA expects compliance requirements to remain high in
the coming years.

Brian David LI Man-bun

Co-Chief Executive
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Dr. the Hon. Sir David LI Kwok-po

GBM, GBS, OBE, JP, 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, 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
Executive Chairman and Member of the Nomination Committee

Sir David, aged 81, joined the Bank in 1969. He was appointed
a Director in 1977, Chief Executive in 1981, Deputy Chairman in
1995 and Chairman in 1997. On 1st July, 2019, Sir David stepped
down as Chief Executive and was re-designated as Executive
Chairman of the Bank. Sir David is also the Chairman of BEA China
and The Bank of East Asia Charitable Foundation Limited.

Sir David is an Independent Non-executive Director of Guangdong
Investment Limited (listed in Hong Kong), The Hong Kong and
China Gas Company Limited (listed in Hong Kong), The Hongkong
and Shanghai Hotels, Limited (listed in Hong Kong), San Miguel
Brewery Hong Kong Limited (listed in Hong Kong) and Vitasoy
International Holdings Limited (listed in Hong Kong). He was an
Independent Non-executive Director of PCCW Limited (listed in
Hong Kong).

Sir David is a Member of the Council of the Treasury Markets
Association. He is Founding Chairman of The Friends of Cambridge
University in Hong Kong Limited, Chairman of the Advisory
Board of The Salvation Army, Hong Kong and Macau Command,
Chairman of the Executive Committee of St. James’ Settlement and
a Fellow of the Hong Kong Academy of Finance. He was a Member
of the Executive Council of Hong Kong from 2005 to 2008 and the
Legislative Council of Hong Kong from 1985 to 2012.

Sir David is the brother of Professor Arthur LI Kwok-cheung, 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

GBM, GBS, MA, MD, M.B.B.Chir (Cantab), DSc (Hon), DLitt (Hon),
Hon DSc (Med), LLD (Hon), Hon Doc (Soka), Hon Doc (KNUA), 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
Remuneration Committee

Professor Li, aged 74, 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 (“HKSAR") (he was also a Member
from 2002 to June 2007 and from July 2012 to June 2017). He 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 was a Member of the
National Committee of the Chinese People’s Political Consultative
Conference (1998 — 2018).

Professor Li is an Independent Non-executive Director of Shangri-
La Asia Limited (listed in Hong Kong) and Nature Home Holding
Company Limited (listed in Hong Kong), and a Non-executive
Director (from May 2010 to December 2014, and was re-appointed
on 20th January, 2016) of BioDiem Ltd.

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 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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2

Dr. Allan WONG Chi-yun

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

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

Dr. Wong, aged 69, 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 (listed in Hong
Kong). Dr. Wong is an Independent Non-executive Director of
China-Hongkong Photo Products Holdings Ltd. (listed in Hong
Kong), Li & Fung Ltd (listed in Hong Kong) and MTR Corporation
Limited (listed in Hong Kong).

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.
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Mr. Aubrey LI Kwok-sing

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

Mr. Li, aged 70, was appointed a Director in 1995. He is Chairman
of IAM Family Office Limited (formerly known as IAM Holdings
(Hong Kong) 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 Café de Coral Holdings
Limited (listed in Hong Kong), Kunlun Energy Company Limited
(listed in Hong Kong), Kowloon Development Co. Ltd (listed in
Hong Kong), Pokfulam Development Company Limited (listed in
Hong Kong) and Tai Ping Carpets International Limited (listed in
Hong Kong). He was an Independent Non-executive Director of
China Everbright International Limited (listed in Hong Kong).

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

Mr. Li is 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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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)

EERGBREEAENEBEAER (&)

Mr. Winston LO Yau-lai

SBS, BSc, MSc
Non-executive Director

Mr. Lo, aged 78, was appointed a Director in 2000. He is the
Executive Chairman of Vitasoy International Holdings Limited (listed
in Hong Kong).

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 the Chairman of Ping Ping Investment Company Ltd. He is
an Honorary Court Member of the Hong Kong University of Science
and Technology and a Life Member of Cornell University Council.
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Mr. Stephen Charles LI Kwok-sze

BSc (Hons.), ACA
Non-executive Director

Mr. Li, aged 60, 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
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 and
board positions with international investment funds.

Mr. Li is a member of the Executive Committee and the Honorary
Treasurer of The Keswick Foundation.

Mr. Li is 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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Dr. Isidro FAINE CASAS
Non-executive Director and Member of the Nomination Committee
Dr. Fainé, aged 77, 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™ete (hereinafter “la Caixa” Banking Foundation).

Dr. Fainé is the Chairman of Criteria Caixa, S.A. Sociedad
Unipersonalte (hereinafter Criteria Caixa). Criteria Caixa is a non-
listed holding company fully controlled by the “la Caixa” Banking
Foundation, which manages all of the group’s shareholdings in
strategic sectors, including financial, energy, infrastructure, services,
and real estate. Within financial sector, it has a stake in CaixaBank,
S.A. (listed in Spain), a leading retail bancassurance franchise in Iberia.

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

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

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

Dr. Fainé was Director and Chairman of the Board of Gas Natural
SDG, S.A. (listed in Spain), currently listed as Naturgy Energy
Group, S.A., until 6th February, 2018, when he was appointed
Honorary Chairman.

Nete - Criteria Caixa, S.A. Sociedad Unipersonal (“Criteria Caixa”), is a wholly-owned
subsidiary of “la Caixa” Banking Foundation.

Each of “la Caixa” Banking Foundation and Criteria Caixa is a substantial
shareholder of the Bank as defined under the Listing Rules and within the
meaning of Part XV of the SFO, the details of which are disclosed in the
“Interests of Substantial Shareholders and Other Persons” section of the Report
of the Directors. Dr. Isidro FAINE CASAS is the Chairman of Criteria Caixa and
the Chairman of the Board of trustees of “la Caixa” Banking Foundation.
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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) and was
Deputy Chairman of the World Savings Banks Institute (WSBI) until
14th November 2018, when he was appointed as Chairman. From
2015 until June 2018, he was Chairman of the European Savings
Banks Group (ESBG) where he currently serves as Deputy Chairman.
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 Board of
Trustees of the Prado Museum and Carlos Slim Foundation, and has
been acknowledged with the 2018 Forbes Philanthropy Award.

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. In June 2014,
“la Caixa” becomes “la Caixa” Banking Foundation, in compliance
with the Savings Banks and Banking Foundations Law of 27th
December, 2013. He was a member of the Board of Directors of
CaixaBank, S.A. (listed in Spain) since 2011, presiding from 2011
until his resignation in June 2016.

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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Mr. Adrian David LI Man-kiu

MA (Cantab), MBA, LPC, JP
Co-Chief Executive

Mr. Li, aged 46, was appointed an Executive Director in 2014.
He first joined the Bank in 2000 as General Manager & Head
of Corporate Banking Division. He was appointed Deputy Chief
Executive in April 2009 and Co-Chief Executive in July 2019, and is
responsible for overall management and control of the Bank Group
with a particular focus on its Hong Kong Business. He serves on the
boards of several Bank Group members as Chairman or Member.

Mr. Li is currently an Independent Non-executive Director of two
listed companies under the Sino Group (Sino Land Company Limited
(listed in Hong Kong) and Tsim Sha Tsui Properties Limited (listed
in Hong Kong)), China State Construction International Holdings
Limited (listed in Hong Kong) and COSCO SHIPPING Ports Limited
(listed in Hong Kong), and is a Non-executive Director of The
Berkeley Group Holdings plc (listed in London). He is also a member
of Mastercard’s Asia Pacific Advisory Board and was previously
an Independent Non-executive Director of Sino Hotels (Holdings)
Limited (listed in Hong Kong).
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Mr. Li is a Member of the Anhui Provincial Committee of the
Chinese People’s Political Consultative Conference and a Counsellor
of the Hong Kong United Youth Association. He is Chairman of
The Chinese Banks' Association, Vice President of The Hong Kong
Institute of Bankers’ Council and a Member of the MPF Industry
Schemes Committee of the Mandatory Provident Fund Schemes
Authority. He is a Board Member of The Community Chest of
Hong Kong and serves on its Executive Committee, a Member
of the Advisory Board of The Salvation Army, Hong Kong and
Macau Command, and a Trustee of The University of Hong Kong's
occupational retirement schemes. Furthermore, he serves as a
Member of the Election Committees responsible for electing the
Chief Executive of the Hong Kong Special Administrative Region
("HKSAR") and deputies of the HKSAR to the 13th National
People’s Congress. He also sits on the Judging Panel of the BAI
Global Innovation Awards.

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, and the brother of Mr. Brian
David LI Man-bun.
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Mr. Brian David LI Man-bun

JP, MA (Cantab), MBA, FCA
Co-Chief Executive

Mr. Li, aged 45, was appointed an Executive Director in 2014. He
first joined the Bank Group in 2002. He was General Manager &
Head of Wealth Management Division of the Bank from July 2004 to
March 2009. He was appointed Deputy Chief Executive in April 2009
and Co-Chief Executive in July 2019. He is responsible for the overall
management and control of the Bank Group with a particular focus
on its China and international businesses. He serves on the boards of
several Bank Group members as Chairman or as a Member.

Mr. Li is currently an Independent Non-executive Director of
Towngas China Company Limited (listed in Hong Kong), Shenzhen
Investment Holdings Bay Area Development Company Limited
(formerly known as Hopewell Highway Infrastructure Limited) (listed
in Hong Kong) and China Overseas Land & Investment Limited (listed
in Hong Kong).

Mr. Li holds a number of public and honorary positions, including
being a Member of the National Committee of the Chinese People’s
Political Consultative Conference, a Member of the Chief Executive's
Council of Advisers on Innovation & Strategic Development of the
Government of the Hong Kong Special Administrative Region, a
Council Member of the Hong Kong Trade Development Council, a
Director of the Financial Services Development Council, a Member
of the Aviation Development and Three-runway System Advisory
Committee, and Vice Chairman of the Executive Committee of St.
James’ Settlement.

He is a Member of the Hong Kong-Europe Business Council and a
Member of the Hongkong-Japan Business Co-operation Committee.
He is also a Vice Chairman of the Asian Financial Cooperation
Association and a Member of the Financial Consulting Committee
for the Authority of Qianhai Shenzhen-Hong Kong Modern Service
Industry Cooperation Zone of Shenzhen.

Mr. Li is a Fellow of the Hong Kong Institute of Certified Public
Accountants and the Institute of Chartered Accountants in England
and Wales. He is also a Full Member of the Treasury Markets
Association. He holds an MBA degree from Stanford University as
well as a BA degree 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, and the brother of Mr. Adrian
David LI Man-kiu.
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Dr. Daryl NG Win-kong

BA, MSc, DHL, JP
Non-executive Director and Member of the Risk Committee

Dr. Ng, aged 41, was appointed a Director in 2015. He is currently
an Executive Director and Deputy Chairman of Sino Land Company
Limited (listed in Hong Kong), Tsim Sha Tsui Properties Limited (listed
in Hong Kong) and Sino Hotels (Holdings) Limited (listed in Hong
Kong). He is also the Chairman, Non-independent & Non-executive
Director of Yeo Hiap Seng Limited (listed in Singapore).

Dr. 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. He was awarded
an Honorary University Fellowship by The Open University of Hong
Kong in 2016.

Dr. Ng is 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 and 13th 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 the
Vice Chairman of Hong Kong United Youth Association, a Council
Member of the Hong Kong Committee for UNICEF, a Council
Member of The Hong Kong Management Association, a Council
Member of Hong Kong Chronicles Institute Limited, a co-opted
member of the Community Care Fund Task Force of Commission
on Poverty of the Government of Hong Kong Special Administrative
Region ("HKSAR"), a member of the Estate Agents Authority of
HKSAR, a member of the Council of the University of Hong Kong,
a member of the Court of the Hong Kong University of Science
and Technology, a member of NUS Medicine International Council
at the Yong Loo Lin School of Medicine of National University
of Singapore, a member of International Advisory Council of
Singapore Management University, a member of the Board of M
Plus Museum Limited, a Board Member of National Heritage Board,
Singapore, a member of Hong Kong Trade Development Council
Mainland Business Advisory Committee, a Director of The Real Estate
Developers Association of Hong Kong, a Director of The Community
Chest of Hong Kong and an Advisor of Our Hong Kong Foundation.
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Mr. Masayuki OKU

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

Mr. Oku, aged 75, was appointed a Director in 2015. He is an
Independent Non-executive Director of Komatsu Ltd., Chugai
Pharmaceutical Co., Ltd., Rengo Co., Ltd. and The Royal Hotel,
Limited, all of which are companies listed in Japan. Mr. Oku is also
the Honorary Advisor of Sumitomo Mitsui Financial Group, Inc.
("SMFG")Nete (listed in Japan and USA) and an Auditor of Nankai
Electric Railway Co. Ltd. (listed in Japan). He was an Independent
Non-executive Director of Kao Corporation and Panasonic
Corporation (both 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")Nte 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. In April 2017, Mr. Oku
stepped down as Chairman of the Board of SMFG and remained as
a Director until 28th June, 2017.

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 20009.

Nete 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 SFO, the details of which are disclosed in the
“Interest of Substantial Shareholders and Other Persons” section of the
Report of the Directors.
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Dr. the Hon. Rita FAN HSU Lai-tai

GBM, GBS, DSocSc, JP
Independent Non-executive Director, Chairman of the Remuneration
Committee and Member of the Nomination Committee

Dr. Fan, aged 74, was appointed a Director in 2016. She is currently
an Independent Non-executive Director of China Overseas Land &
Investment Limited (listed in Hong Kong) and COSCO SHIPPING
Ports Limited (listed in Hong Kong). She was an Independent Non-
executive Director of COSCO SHIPPING Holdings Co., Ltd. (listed in
Hong Kong) and China Shenhua Energy Company Limited (listed in
Hong Kong).

Dr. Fan is one of Hong Kong's best-known public figures and has
an outstanding track record of community service. 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 until 30th September, 2008. Dr. Fan 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
the 9th, 10th, 11th, and 12th sessions of the National People’s
Congress (“NPC") during 1998 to 2018, and was concurrently a
Member of the Standing Committee of the 11th and 12th sessions
of the NPC from 2008 to 2018. Dr. Fan is now serving as the
Chairman of Board of Management of the Endeavour Education
Centre Limited and the Endeavour Education Trust.

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 a Master degree in Social Science. She was
awarded Honorary Doctorate degrees in Social Science by the
University of Hong Kong, the City University of Hong Kong, the
Hong Kong Polytechnic University, and the Education University
of Hong Kong; 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 was 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.
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Mr. Meocre LI Kwok-wing

BCom, CPA
Independent Non-executive Director, Chairman of the Audit
Committee and Member of the Risk Committee

Mr. Li, aged 64, was appointed a Director in 2016. He is the Chief
Executive of Alpha Alliance Finance Holdings Limited.

Mr. Li was the Managing Partner of Arthur Andersen, one of the
major international accounting firms, taking charge of its Hong
Kong and China operations from September 1993 to February
1995. He was the Managing Director and Head of Corporate
Finance of NatWest Securities Asia from March 1995 to March
1998. He was the Chief Executive of ICEA Finance Holdings Limited
(from March 1998 to March 2002), an investment banking joint
venture between The Industrial and Commercial Bank of China
and the Bank, prior to the company’s becoming a wholly-owned
subsidiary of the Bank, which was subsequently renamed as Tung
Shing Holdings Company Limited and disposed to SinoPac Securities
(Cayman) Holdings Limited on 6th April, 2016.

Mr. Li received a Bachelor of Commerce degree, with distinction,
from University of Alberta, Canada. Upon graduation, he was
awarded the Financial Executives Institute Silver Medal for “Highest
Standing in Finance”. He also earned a Postgraduate Management
Diploma from the Harvard Business School, and is a member of the
Hong Kong Institute of Certified Public Accountants.

Mr. Li is an Independent Non-executive Director of BEA China.
He is also the chairman of its audit committee, the acting
chairman of its connected transactions control committee and a
member of its risk management committee.
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Dr. the Hon. Henry TANG Ying-yen

GBM, GBS, JP

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

Dr. Tang, aged 67, was appointed a Director in 2017. He was
the Chief Secretary for Administration of the Hong Kong Special
Administrative Region (“HKSAR") Government from 2007 to 2011
and the Financial Secretary of HKSAR Government from 2003 to
2007. He served as a member of the Executive Council of Hong
Kong from 1997 to 2011 and was a member of the Legislative
Council of Hong Kong from 1991 to 1998.

Dr. Tang is a Standing Committee Member of the Chinese People's
Political Consultative Conference, Chairman of the West Kowloon
Cultural District Authority Board, Chairman of Friends of Hong Kong
Association, Chairman of Federation of HK Jiangsu Community
Organisations Limited and the Chairman of Shanghai Tang Junyuan
Education Foundation.

Dr. Tang received a Bachelor of Arts degree from the University
of Michigan. In 1993, Dr. Tang was named Global Leader for
Tomorrow by the World Economic Forum. In 1989, he won the
Young Industrialist of Hong Kong award.

Dr. Tang is an Independent Non-executive Director of BEA
China. He is also chairman of its risk management committee
and a member of its audit committee and remuneration &
nomination committeeNet,

Nete - Dr. Tang will retire as a Director of BEA China with effect from 3rd April,
2020 and will also cease as Chairman of its risk management committee and
a member of its audit committee and remuneration & nomination committee
on the same date.
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Dr. Delman LEE

BEng, DPhil
Independent Non-executive Director, Member of the Audit
Committee, the Nomination Committee and the Risk Committee

Dr. Lee, aged 52, was appointed a Director in 2017. He is
currently the President and Chief Technology Officer of TAL
Apparel Limited. He is also a non-executive director of Tradelink
Electronic Commerce Limited (listed in Hong Kong) and Dairy Farm
International Holdings Limited (listed in London, Bermuda and
Singapore). He was a non-executive director of Luckytex (Thailand)
Public Co. Ltd. (listed in Thailand).

Dr. Lee is a Council Member of The Hong Kong Management
Association. Dr. Lee possesses extensive experience in information
technology and management in global operations. He also has a
strong background in research.

Dr. Lee holds a doctorate from the University of Oxford and a
Bachelor’s degree in Electrical and Electronic Engineering from the
Imperial College, London.
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Mr. William Junior Guilherme DOO

BA, MA (Oxon), JP
Independent Non-executive Director, Member of the Audit
Committee and the Risk Committee

Mr. Doo, aged 46, was appointed a Director in November 2019.
He is currently the Chief Executive Officer and Director of Fungseng
Prosperity Holdings Limited, the Deputy Chief Executive Officer and
Executive Director of FSE Holdings Limited, an Executive Director
of FSE Services Group Limited (listed in Hong Kong) and a Non-
executive Director of NWS Holdings Limited (listed in Hong Kong).

Mr. Doo is a solicitor admitted in Hong Kong and is currently a non-
practising solicitor in England and Wales. He had legal practice
experience in one of the largest global law firms specializing in
finance and corporate transactions. He is a member of the Standing
Committee of the 13th Chinese People’s Political Consultative
Conference in Beijing of the People’s Republic of China. He serves
in different committees of the Government of Hong Kong Special
Administrative Region, including a member of the Immigration
Department Users’ Committee, a member of the Standing Committee
on Young Offenders and a committee member of the Disciplinary
Panel of The Hong Kong Institute of Certified Public Accountants.

Mr. Doo graduated from University of Oxford with B.A. and M.A.
degrees in Jurisprudence. He was appointed as Justice of the Peace
in 2018, and was awarded the honour of Chevalier de I'Ordre
National du Mérite by the President of the French Republic.

Mr. Doo is an Independent Non-executive Director of BEA China.
He is also a member of its audit committee and remuneration &
nomination committee.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
EERGEBEEBAENBAER (&)

SENIOR MANAGEMENT SEEEAE

Mr. Adrian David LI Man-kiu FREBEE

MA (Cantab), MBA, LPC, JP MA (Cantab), MBA, LPC, JP

Co-Chief Executive BT AEE

(Biographical details are set out on pages 54 and 55) (EAER IR ES AR E55H)
Mr. Brian David LI Man-bun FRIBEE

JP, MA (Cantab), MBA, FCA JP, MA (Cantab), MBA, FCA

Co-Chief Executive BT I AE

Biographical details are set out on page 56 e ] s | A e
(Biographical detal uton page 56) (EAERBFIRE6E)




Mr. Samson LI Kai-cheong

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

Mr. Li, aged 59, 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.
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Mr. TONG Hon-shing

BSc, ACIB, FCIS, FCS, Fellow CB
Deputy Chief Executive & Chief
Operating Officer

Mr. Tong, aged 60, 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 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 Certified Banker of The Hong Kong
Institute of Bankers, a Fellow of 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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Executive Directors

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

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

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

Non-executive Directors

Professor Arthur LI Kwok-cheung
(Deputy Chairman)

Mr. Aubrey LI Kwok-sing

Mr. Winston LO Yau-lai

Mr. Stephen Charles LI Kwok-sze
Dr. Isidro FAINE CASAS

Dr. Daryl NG Win-kong

Mr. Masayuki OKU

Independent Non-executive Directors

Dr. Allan WONG Chi-yun
(Deputy Chairman)

Dr. the Hon. Rita FAN HSU Lai-tai
Mr. Meocre LI Kwok-wing

Dr. the Hon. Henry TANG Ying-yen
Dr. Delman LEE

Mr. William Junior Guilherme DOO?

I Stepped down from Chief Executive and re-designated as

Executive Chairman on 1st July, 2019
2 Appointed as Co-Chief Executive on 1st July, 2019
3 Appointed as Director on 1st November, 2019
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Audit Committee

Mr. Meocre LI Kwok-wing* (Chairman)
Dr. Allan WONG Chi-yun*

Dr. the Hon. Henry TANG Ying-yen*
Dr. Delman LEE*

Mr. William Junior Guilherme DOO*'

Nomination Committee

Dr. Allan WONG Chi-yun* (Chairman)
Dr. the Hon. Sir David LI Kwok-po
Dr. Isidro FAINE CASAS

Mr. Masayuki OKU

Dr. the Hon. Henry TANG Ying-yen*
Dr. the Hon. Rita FAN HSU Lai-tai*
Dr. Delman LEE*

Remuneration Committee

Dr. the Hon. Rita FAN HSU Lai-tai* (Chairman)

Dr. Allan WONG Chi-yun*
Dr. the Hon. Henry TANG Ying-yen*
Professor Arthur LI Kwok-cheung

Risk Committee

Dr. the Hon. Henry TANG Ying-yen*2 (Chairman)

Dr. Allan WONG Chi-yun*

Mr. Aubrey LI Kwok-sing

Dr. Daryl NG Win-kong

Mr. Meocre LI Kwok-wing*

Dr. Delman LEE*

Mr. William Junior Guilherme DOO*'

* Independent Non-executive Director

T Appointed as Member of AC and RIC on 1st November, 2019

2 Appointed as Chairman of RIC on 1st June, 2019
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Dr. the Hon. Sir David LI Kwok-po

GBM, GBS, OBE, JP, 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, 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

Mr. CHAN Tze-ching
BBS, JP

Co-Chief Executives
Mr. Adrian David LI Man-kiu
MA (Cantab), MBA, LPC, JP

Mr. Brian David LI Man-bun
JP, MA (Cantab), MBA, FCA

Deputy Chief Executive & Chief Investment Officer

Mr. Samson LI Kai-cheong
FCCA, CPA, FCIS, FCS, HKSI

Deputy Chief Executive & Chief Operating Officer

Mr. TONG Hon-shing
BSc, ACIB, FCIS, FCS, Fellow CB

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

KPMG

Certified Public Accountants

Public Interest Entity Auditor registered in accordance with the
Financial Reporting Council Ordinance
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GBM, GBS, OBE, JP, MA Cantab. (Economics &
Lawy), 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, 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
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BETHRAR
FRIB\EE
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FRBEE
JR MA (Cantab), MBA, FCA
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Where great ideas
take flight

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
FHE KL EREXE FHERL FRMEE
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LIST OF OUTLETS (CONTINUED)
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With nearly 200 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.
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CORPORATE GOVERNANCE REPORT

The Group is committed to maintaining high standards
of corporate governance and considers such commitment
essential in balancing the interests of shareholders,
customers, employees and other relevant stakeholders;
and in upholding accountability and transparency.

The Bank has in place a Corporate Governance framework
which identifies all the key participants of the Group
and the ways which they relate to each other and their
roles in the application of effective governance policies

2019 Governance Overview

and processes. A Corporate Governance Policy has also
been established which sets out a range of governance
principles and practices to direct and guide the business
conducts and affairs of the Group.

This report highlights key corporate governance practices
and activities of the Group during the year ended 31st
December, 2019.

Board Composition

¢ One INED was appointed

e One INED and one NED resigned

¢ The Chairman and Chief Executive was re-designated as Executive Chairman

¢ Two Co-Chief Executives were appointed

Board Practices and Activities at a Glance

e 6 Board and 11 Board committee meetings in 2019

® 94% attendance rate of Board meetings

e 39 training activities for Directors

e Review of Strategic Plan and Risk Appetite

¢ Annual Review of Corporate Governance Framework

¢ Evaluation of Board performance

e Periodic review of Bank Culture Reform

e Review of the Environmental, Social and Governance Report
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Statement of Compliance

During the financial year ended 31st December, 2019, the
Bank has complied with all the Code Provisions set out
in the CG Code, except for Code Provision A.2.1 which
stipulates that the roles of chairman and chief executive
officer should be separate and should not be performed
by the same individual, during the period from 1st January,
2019 to 30th June, 2019. With the re-designation of
Dr. the Hon. Sir David LI Kwok-po as the Executive
Chairman of the Bank and the appointment of Mr. Adrian
David LI Man-kiu and Mr. Brian David LI Man-bun as
Co-Chief Executives of the Bank on 1st July, 2019, the
Bank has complied with all the Code Provisions set out in
the CG Code.

The Bank has also followed the modules on CG-1, CG-5,
Guidance on Empowerment of INEDs, and circular on
Bank Culture Reform issued by the HKMA. In supporting
prudent risk management and upholding the high
ethical standards in the banking industry, the Bank has
published, among others, the Anti-Bribery and Corruption
Policy Statement; the Slavery and Human Trafficking
Statement; the Whistleblowing Statement; and the
Statement on Anti-Money Laundering and Counter-
Financing of Terrorism on the website of the Bank.

During the year, the number of INEDs once fell below the
minimum number prescribed by Rule 3.10A of the Listing
Rules after the resignation of The Hon. CHAN Kin-por as
an INED on 1st June, 2019. Following the resignation
of Dr. Peter LEE Ka-kit as a Non-executive Director on
23rd August, 2019, the Bank is in compliance with the
requirement of Rule 3.10A of the Listing Rules. The
independence element of the Board has been further
strengthened after the appointment of Mr. William Junior
Guilherme DOO as an INED on 1st November, 2019.

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 (including those resigned during the
year 2019) 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, 2019.

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 Senior Management. It
delegates the day-to-day operation and administration
of the Bank’s business to the Co-Chief Executives and
Deputy Chief Executives.

Board composition

The Board currently has 16 Directors, including 3 EDs,
7 NEDs and 6 INEDs. Over one-third of the Directors
are INEDs. The majority of NEDs and INEDs ensure the
independence and objectivity of the decisions of the
Board, as well as the thoroughness and impartiality of the
Board'’s oversight of the affairs of the Bank. They bring a
wide range of professional expertise as well as business
and financial experience to the Board. 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 biographical details and list of other directorships of
each Director are available on the Bank’s website.

The compositions of the Board and Board Committees
are shown on pages 66 and 67 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 from pages 46 to 65 under the
Biographical Details of Directors and Senior Management.
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An analysis of the Board composition and skill matrix during the year is set out below:

Board Composition

Male

Female

Tenure of office
1-10 years

11-25 years

Over 40 years 1

ted | Annual Report 2019

Independence

Executive Directors
Non-executive Directors
Independent
Non-executive Directors

Directorship in other listed companies

0-1
2-3
4-5

Board Expertise and Skills

Financial Acumen
Accounting

Banking

Investment Management
Insurance

Industry Expertise

Senior Management Role
Regulation and Public Policy
China Experience

Global Business

Technology

Notes:

4

Age Group

40-50
51-60
61-70
Qver 70

Attendance of Board Meeting

<80% 0
80% - 99%
100%
10
10
9
7

Financial Acumen — Understanding of financial market, reporting, and management strategies

Accounting — Accounting expertise or working experience related to overseeing the integrity of financial reporting

Banking — Management experience in retail, corporate, and investment banking

Investment Management — Working experience in asset management and portfolio management

Insurance — Working experience in and understanding of the insurance industry

Industry Expertise — Expertise in various industries such as real estate, technology, consumer goods etc.

Senior Management Role — Current or past roles as top or senior executives

Regulation and Public Policy — Former government officials, or the undertaking of consultative roles for government
China Experience — Exposure to China in the private or public sectors

Global Business — Professional experience dealing with international business operations
Technology — Management or consulting experience in the technology industry

12

12

Ethnicity

14

Chinese
Non Chinese

15

16

14

94%
75%
63%
63%
31%
56%
100%
44%
75%
88%
38%
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Schedule of Matters Reserved to the Board
for Decision

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 Board, the Senior Management,
General Managers, and specialised committees. The
Schedule will be reviewed periodically to ensure that it
remains appropriate to the Bank’s needs and regulatory
requirements.

Specific matters reserved for the Board’s consideration
and decision include, but are not limited to:

e (apital plans and management

e Financial Reports

e Business Plans

e Strategic plan and objectives

e Matters in relation to corporate governance functions
e Setting corporate values and standards

e Risk Management and Internal Controls

e Appointments, Removal and Succession Planning
of Directors, Co-Chief Executives, Deputy Chief
Executives, Division Heads, Group Chief Compliance
Officer, Group Chief Financial Officer, Group Chief
Risk Officer and Group Chief Auditor of the Bank

e Substantial investment or disposal of Group’s assets,
notifiable transactions and / or connected transactions
according to the disclosure requirements of the Listing
Rules

e Public Announcements according to the requirements
of the Listing Rules

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
Senior Management and General Managers.

Board Meetings

Board meetings are held at least 5 times a year. In
addition, special Board meetings are held when necessary.
Dates of regular Board and Board 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 Executive Chairman following
consultation with Directors and the Senior Management.
All Board meetings involve the active participation,
either in person or through other electronic means of
communication, 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 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,
the NC and the RIC are kept by the Company Secretary
whereas minutes of the meetings of other Management
Committees (as listed under the Management
Committees in section B on page 104) are kept by the
appointed secretary of each Committee.

The Board also meets with senior executives of the
Bank, including the Group Chief Auditor, Group Chief
Risk Officer and Group Chief Compliance Officer, who
are responsible for internal audit, risk management and
compliance matters of the Bank respectively, at least once
a year to review policies and controls in order to identify
areas that need improvement and address significant risks
and issues.
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Executive Chairman and Co-Chief
Executives

Dr. the Hon. Sir David LI Kwok-po stepped down as Chief
Executive of the Bank and was re-designated as Executive
Chairman on 1st July, 2019. Mr. Adrian David LI Man-kiu
and Mr. Brian David LI Man-bun have assumed the role of
Co-Chief Executives of the Bank with effect from 1st July,
2019. The separation of the roles of the chairman and the
chief executive enhances accountability and responsibility
of each position. Their roles and responsibilities are clearly
set out in the job mandates of the Executive Chairman
and the respective Co-Chief Executives.

The key responsibilities of the Executive Chairman
are to provide leadership to the Board and manage
relationships with stakeholders, in particular, regulators,
strategic partners and key customers. He is responsible
for the overall effective functioning of the Board. The
Co-Chief Executives are jointly responsible for the overall
management and control of the Bank Group and setting
strategic direction and vision as well as reviewing key
risk issues, major branding and marketing campaigns,
human resources situation and financial performance
of the Group. Mr. Adrian David LI Man-kiu particularly
focuses on the Bank Group’s Hong Kong Business
while Mr. Brian David LI Man-bun particularly focuses on
the Bank Group’s China and international businesses.

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

Apart from the regular Board meetings held, the
Executive Chairman also met with the INEDs in January
2020 in the absence of the other EDs, NEDs and the
Senior Management.
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Directors’ attendance records

In 2019, 6 Board meetings (including a meeting attended by the HKMA) were held with an average attendance rate

of 94%.

Attendance records of Directors at BMs, ACMs, NCM, RCMs, RICMs and AGM held in 2019 are as follows:

Number of meetings attended/held in 2019
Directors BM ACM NCM RCM RICM AGM
Executive Directors:
David LI Kwok-po
(Executive Chairman) 6/6 - 11 - - il
Adrian David LI Man-kiu
(Co-Chief Executive) 6/6 - - - - 11
Brian David LI Man-bun
(Co-Chief Executive) 6/6 - - - - 11
Non-executive Directors:
Arthur LI Kwok-cheung
(Deputy Chairman) 6/6 - - 2/2 - il
Aubrey LI Kwok-sing 6/6 - - - 4/4 171
Winston LO Yau-lai* 5/6 - - - - 171
Stephen Charles LI Kwok-sze* 5/6 - - - - 171
Isidro FAINE CASAS* 5/6 - 11 - - 171
Peter LEE Ka-kit** 4/5 - - 1/2 - 11
Daryl NG Win-kong* 5/6 - - - 3/4 11
Masayuki OKU 6/6 - 11 - - 171
Independent Non-executive Directors:
Allan WONG Chi-yun
(Deputy Chairman) 6/6 4/4 11 1/2 4/4 1/1
Rita FAN HSU Lai-tai 6/6 - 11 2/2 - 171
Meocre LI Kwok-wing* 5/6 4/4 - - 4/4 IVl
Henry TANG Ying-yen 6/6 4/4 7 2/2 2/2 1Al
CHAN Kin-por## 3/3 2/2 - - 2/2 171
Delman LEE 6/6 4/4 11 - 4/4 171
William Junior Guilherme DOO#*## 11 11 - - i7Al -
Average attendance rate 94% 100% 100% 80% 96% 100%

* Mr. Winston Lo, Mr. Stephen Li, Dr. Peter Lee, Dr. Isidro Fainé, Dr. Daryl Ng and Mr. Meocre Li were unable to attend scheduled Board

meetings due to prior commitment.

*  Dr. Peter Lee resigned as a Director and ceased as a member of the RC on 23rd August, 2019.
# The Hon. Chan Kin-por resigned as a Director and ceased as the Chairman of the RIC and a member of the AC on 1st June, 2019.
### Mr. William Doo Jr was appointed as a Director and a member of the AC and RIC on 1st November, 2019.
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Board 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/her 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 and other relevant
regulations and guidelines.

INEDs and other NEDs shall make a positive contribution
to the development of the Bank’s strategies and
policies through independent, constructive and
informed comments.

Time Commitment

The Board regularly reviews the contributions required
from a Director to perform his/her responsibilities to the
Bank, and whether he/she 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.

The Bank has received confirmation from each Director
that he/she has spent sufficient time and attention to
the affairs of the Bank during the year 2019. 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.

Directors are encouraged to submit written views on
items to be discussed ahead of the meeting in case they
are not able to attend the meeting via any means.

Conflict of Interest

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/her 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/she
and/or his/her 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.

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.

Moreover, the Bank has 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.

Obtaining Independent Professional Advice
by Directors

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.
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Directors & Officers Liability and Company
Reimbursement Insurance

The Bank has arranged a Directors & Officers Liability
and Company Reimbursement Insurance 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. The
Bank reviews the scope of insurance annually to ensure
that coverage matches the scale and type of the Bank’s
businesses and associated risks.

Induction and continuous professional
development

The Bank strives to ensure that the Directors continue
to develop and enhance their skills to better serve its
stakeholders and has established a Policy on Induction
and Professional Development specifying guidelines on
Directors’ induction training and continuous development.

The newly appointed Director 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 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.

During the year, all Directors of the Bank participated
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, operations and business of the
Bank, 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, Directors received briefings and trainings
on the following topics at the Bank’s expense (where
appropriate). All current Directors provided to the Bank a
record of training they received in 2019.

e Annual Corporate and Regulatory Update 2019
e Managing Fraud Risks in Your Organization

e The Latest Global Crypto Trends

e Fintech trends and application in China

¢ Impact of Virtual Banks

e (Climate Risk and Climate Finance - Challenges and
Opportunities

® The Development of Basel | to IV

e Future People — Managing Talent Risk

e HKMA Seminar for INEDs

¢ INEDs Forum held by a professional firm

e Getting Ready for the HKMA Cultural Dialogue
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The following summarises key areas of trainings™® received by current Directors of the Bank during 2019:

Seminar /
Directors
Development
Corporate Programme
Governance Bank's Series Fintech/
and Risk Regulatory | businessand | arranged by Cyber
Directors Management |  Update | management | regulator | Bank Culture | AMLand CFT | Security
Executive Directors:
David LI Kwok-po 4 v v v 4 v
(Executive Chairman)
Adrian David LI Man-kiu v v v v 4 v v
(Co-Chief Executive)
Brian David LI Man-bun v v v 4 4 v
(Co-Chief Executive)
Non-executive Directors:
Arthur LI Kwok-cheung v 4 4 4 4 v
(Deputy Chairman)
Aubrey LI Kwok-sing v 4 v 4 4 4 4
Winston LO Yau-lai v v v 4 v
Stephen Charles LI Kwok-sze % v v v 4
Isidro FAINE CASAS v 4 v 4 v
Daryl NG Win-kong v 4 v v 4
Masayuki OKU v v v v 4
Independent Non-executive Directors:
Allan WONG Chi-yun v 4 v 4 v
(Deputy Chairman)
Rita FAN HSU Lai-tai v v v v v v
Meocre LI Kwok-wing 4 v v v 4 4 4
Henry TANG Ying-yen v v v v v 4
Delman LEE v v v v v
William Junior Guilherme DOO v 4 v v 4 v

Note: Attending seminars/conferences; giving speeches, reading articles; and/or reviewing information are considered as part of the Directors’ training.

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.

The 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, notice of meetings will be given to all Directors
or respective Committee members about 1 month
before the date of the scheduled meetings; and so far
as practicable, an agenda and accompanying meeting
papers are sent to the Directors or respective Committee
members one week in advance.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

B. BOARD DELEGATION

Audit
Committee

Oversight and review

of financial reporting,
audit, internal control,
corporate governance
functions of the Bank.

More details from
pages 92 to 96.

Members

Mr. Meocre Li*
(Chairman)

Dr. Allan Wong*
Dr. Henry Tang*

Dr. Delman Lee*
Mr. William Doo Jr*

Nomination
Committee

Oversight and review
of nomination,
appointment, removal
and succession
planning of Directors,
Senior Management
and Division Heads,
Board diversity and
Evaluation of Board.

More details from
pages 96 to 100.

Members

Dr. Allan Wong*
(Chairman)

Dr. David Li

Dr. Isidro Fainé

Mr. Masayuki Oku

Dr. Rita Fan Hsu Lai-tai*
Dr. Henry Tang*

Dr. Delman Lee*

* Independent Non-executive Directors

Board

Remuneration
Committee

Oversight and review
of remuneration policy,
remuneration packages
of Directors, Senior
Management and Key
Group Personnel, and
Bank Culture-related
matters.

More details from
pages 100 to 102.

Members

Dr. Rita Fan Hsu Lai-tai*
(Chairman)

Dr. Allan Wong*

Dr. Henry Tang*

Professor Arthur Li

Risk
Committee

Sealing
Committee

Oversight and review
of risk management-
related issues of

the group including
risk appetite, risk
management strategies,
risk governance,

risk management
framework, risk
management policies
and risk profiles.

More details from
pages 102 to 104.

Directing the usage
and custody of the
Bank’s common seal.

Members Members

Dr. Henry Tang* All current Directors
(Chairman)

Dr. Allan Wong*

Mr. Meocre Li*

Mr. Aubrey Li

Dr. Daryl Ng

Dr. Delman Lee*

Mr. William Doo Jr*

Management
Committees under
the oversight of Risk
Committee

e Crisis Management
Committee

® Risk Management
Committee

® Asset and Liability
Management
Committee

e Credit Committee

® Operational Risk
Management
Committee

Management
Committee

Executive Committee

e Assisting and
supporting the Co-
Chief Executives
to manage the
businesses and
operations of the
Bank Group at a
strategic level.

Investment Committee

® Reviewing and
formulating
investment strategies
as well as making
investment decisions
in respect of fixed
income instruments,
equity and equity-
related investments
for the Group.

The Board is collectively responsible for the long-term
success of the Group and assumes responsibility for its
leadership within a framework of effective controls.

Under the framework, the Board has set up 5 Board
Committees and 7 Management Committees to assist
it in carrying out its responsibilities. Board Committees
include AC, NC, RC, RIC and Sealing Committee.
Management Committees include Executive Committee,
Investment Committee, Crisis Management Committee,
Risk Management Committee, Asset and Liability

Management Committee, Credit Committee and
Operational Risk Management Committee.

The Board has delegated authority to various Committees
to deal with specific matters under defined terms of
reference. The composition and terms of reference of
these Committees are reviewed and updated regularly
to ensure that they remain appropriate and in line with
the regulatory requirements, the Group’s business and
changes in governance practices.



B. EEgRE

RERTHAMRAT | 2019F3F, | 91

CEEARE ()

EZEETZEES

BEREES REZES FHEES
ERTRHMEES  EETREATES  EETREHEIRE -
B NBER AT SEERAARSET EF SEERAAR
CRERMEE - BORE B BB EEIZERARGF
s emsess REERH EFES WAL URRILE
o7E TACREFRIE - XAHEBFE -

HEHSMEITE HBASHEI0E
1018 1038
ma ma RE
FEE L &ML TGRS
(E) (E) (£)
EF ML FERBL BEFHREL
EREEL SEEEEL EREL -
FEAWL RIEZ S FEEHE
RS > SERBEN L
EREEL
FEAWL
 BUHBTEE

ERBT EFeRVSHAEEERETZ8EKT7E
BEEEZEEUBDETEETERE -EFEET
ZEeeHERZES RAEZEe FMEZEg .
RRZEERHEZES EEEZESEENTE
Bg REZES HREEZES EAREEZE

EREEE HEZES EEEZE®
EETRAASENE BEERNTZEENE FATEES
BREERREEE  BE NEARRE o 15 BY R S 4R B E AT
BRRIRL - EREIRR BT
%E\‘F’ﬁﬁ/ﬁ\@@ﬁ J:ﬁ@ﬂ‘%ﬂ"]%
B - RREEBCR T RIBE o
KRR
T \Zé‘i% =23 :Zé
HIERE2HME103 CREEE
1058

o WA R T AR E 5t

RE RE EATEEESTA
PR L + FEREES AR B AL A A AR
(x£5%) HE T AR E R
= REL* RRE o
RGBS *

FTHRERE

oKL *

FRAE L *

FEREEAE *
ARZEES
EETHEEEZES
o EMEREEE
s BREELZEE
c EEAMEEHEEZES
s FEZEE
s KERREELZE Y

g EEREEHEZES FEZEgkEERRE

EEeRRZEZ e RAENBERERERE
EH BRI MENSE B GMMAR K&BE
#E  BRABLHHDBZERERNTAEERTE -
UREEEEEBREARRNER -



92 The Bank of East Asia, Limited | Annual Report 2019

All Board Committees adopt the same governance
processes as the Board as far as practicable and report to
the Board on their decisions or recommendations after
each meeting.

A joint meeting of the Chairmen of the AC and RIC is held
annually or on a need basis to facilitate the exchange of
information and effective coverage of all risks, including
emerging risks, and any needed adjustments to the risk
governance arrangements of the Bank. The Group Chief
Auditor and Group Chief Risk Officer are invited to attend
the meeting.

To ensure that remuneration is appropriate and consistent
with the Bank’s culture, long-term business and risk
appetite, performance and control environment as well
as any legal and regulatory requirements, a joint meeting
of the Chairmen of the AC, RC and RIC was held in
February 2019 to discuss the alignment of risk and
remuneration, and Bank culture reform of the Bank. The
Group Chief Auditor, Group Chief Risk Officer, Group
Chief Compliance Officer and Head of Human Resources
Division were invited to attend the meeting.

Board Committees
B1. 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 authorities and
duties included in CG Code.

The Board has delegated its corporate governance
functions as set out in Code Provision D.3.1 of the CG
Code to the AC.

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, annual report and accounts, and half-year
interim report.

The AC comprises 5 members and all the members
are INEDs. Their names and biographies are set out in
the Corporate Information and Biographical Details of
Directors and Senior Management of the 2019 Annual
Report. No former partners of the Bank's external auditors
is acting as a member of the AC before expiry of a period
of two years commencing on the date of his/her ceasing
to be a partner of the firm or to have any financial
interest in the firm whichever is later.

AC meetings are held at least 4 times a year. The
Executive Chairman, Co-Chief Executives, 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 members, without the presence of the Executive
Chairman, Co-Chief Executives, 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
Directors 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 2019 is recorded on
page 82.
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The following is a summary of the work performed by the AC for the year 2019 and up to 19th February, 2020:

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;

Reviewed the training and continuous professional development of Directors and Senior Management;
Reviewed the policies and practices on compliance with legal and regulatory requirements;

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

Reviewed the status of compliance with the CG Code and disclosure in the Corporate Governance Report;
Met with the external auditors to discuss their audit work on the Group;

Reviewed external auditors’ 2019 annual audit plan, management letter and management’s response;
Reviewed and approved the appointment of external auditors for providing non-audit services to the Group;

Reviewed the Auditors’ Independent Assurance Reports in respect of the Bank’s financial disclosures under the
Banking (Disclosure) Rules for 2018 and six months ended 30th June, 2019;

Reviewed and recommended to the Board for approval of the audit fee proposal for the Group for 2019;
Recommended to the Board to re-appoint KPMG as the Group's external auditors for 2019 and 2020;

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

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;

Reviewed the Auditor’s Report regarding the internal control systems for 2018 prepared under section 63(3A) of
the Banking Ordinance;

Reviewed the on-site examination reports of the HKMA issued in 2019;
Reviewed the Interim Report and the interim results announcement for the six months ended 30th June, 2019;
Reviewed the audited financial statements and final results announcement for 2019; and

Reviewed and approved Group internal audit plan for 2020.
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All matters raised by the AC have been addressed by the
Senior Management and the other senior executives.
The work and findings of the AC have been reported to
the Board.

The Board agreed with the AC’s proposal for the re-
appointment of KPMG as the Group's external auditors
for 2020. The recommendation will be presented for the
approval of shareholders at the 2020 AGM.

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.

B2. 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 appointment, re-appointment,
removal and succession planning of Directors, Chief
Executive, Deputy Chief Executives, Division Heads, Group
Chief Compliance Officer, Group Chief Auditor, Group
Chief Financial Officer and Group Chief Risk Officer;
defining succession planning and diversity of the Board
and performing evaluation of the Board performance and
Directors’ contribution to the effectiveness of the Board.

The NC comprises 7 members and 4 of them (including
the Chairman) are INEDs. Their names and biographies
are set out in the Corporate Information and Biographical
Details of Directors and Senior Management of the 2019
Annual Report.

The number of meetings held by the NC and the
attendance of individual members at NCM in 2019 is
recorded on page 82.

The following is a summary of the work performed by the NC for the year 2019 and up to 19th February, 2020:

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

* Reviewed the Procedures for Nomination of Directors;

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

e Reviewed the Management Succession Plans;

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

implementing the Policy;

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

of the Board;

e Assessed the independence status of current INEDs, in particular that of Dr. Allan WONG Chi-yun who has served

the Board for more than 9 years;

e Considered and recommended to the Board for re-election of Prof. Arthur LI Kwok-cheung, Mr. Meocre LI Kwok-
wing, Dr. the Hon. Henry TANG Ying-yen, Dr. Delman LEE and Mr. William Junior Guilherme DOO as Directors of
the Bank to be proposed for shareholders’ approval at the 2020 AGM; and

e Reviewed the composition of the Board and Board Committees.
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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.

Nomination Policy

The Bank has in place Procedures for Nomination of
Directors which set out the procedures for nomination
of potential candidate as Director of the Bank. The NC
shall review the curriculum vitae to assess whether the
potential candidate is ‘fit and proper’ for the appointment
and can meet the requirements of relevant rules and
regulations before recommendation is made to the Board.

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/her 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.

Diversity Policy

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 to 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 NC reviews the structure, size, composition and
diversity (including the skills, knowledge and experience)
of the Board annually and determines if the Board
discharges its responsibilities effectively and to identify
steps for improvement and; make recommendations
on any proposed changes to the Board composition to
complement the Bank’s corporate strategy. Under the
current Board membership, 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.

Appointment and re-election of Directors

The Bank uses a formal, considered and transparent
procedure for the appointment of new Directors and 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.

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 and the requirements of the Guidance on
Empowerment of INEDs. 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 for appointment of Directors.

A formal letter of appointment, setting out the terms and
conditions of the appointment, and including the Director’s
scope of duties and obligations, is provided to every new
Director of the Bank and will be updated whenever there
are changes to the Director’s role and responsibilities.

Pursuant to the Articles of Association, Directors (including
NEDs and INEDs) are appointed for a term of not more
than approximately 3 years and on expiration of his/
her term he/she 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. If the INED will
be holding his/her seventh (or more) listed company
directorship, the Board will explain why he/she will still be
able to devote sufficient time to the Board.
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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 and Board
Committee 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 2019. All
Directors continue to perform effectively and demonstrate
commitment to their roles. The Board Committees were
highly regarded in the feedback and viewed as effective
in fulfilling their duties. The result of the evaluation had
been reviewed by the NC and submitted to the Board.

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

B3. 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, Executive Chairman, Co-Chief
Executives, Deputy Chief Executives, General Managers
and Key Personnel of the Group.

In determining the Remuneration Policy, the RC will take
into account the Bank’s business objective, people strategy,
short-term and long-term performance, business and
economic conditions, market practices, conduct, compliance
and risk control, to ensure that the remuneration aligns
with business and individual performance, promotes
effective risk management, facilitates retention of quality
personnel and is competitive in the market.

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

The RC comprises 4 members and 3 of them (including
the Chairman) are INEDs. Their names and biographies
are set out in the Corporate Information and Biographical
Details of Directors and Senior Management of the 2019
Annual Report.

The number of meetings held by the RC and the
attendance of individual members at RCM in 2019 is

recorded on page 82.

The following is a summary of work performed by the RC during and for the year 2019:

e Reviewed the 2018 Variable Remuneration for members of Senior Management and Key Personnel;

e Reviewed the vesting of Deferred Variable Remuneration for the Awards of the Year 2015 to 2017,

e Considered the Third Offer and Grant of Options under the Staff Share Options Scheme 2016;

e Reviewed the Classifications of Material Risk Takers, the list of Senior Management and Key Personnel for 2019
and considered the Salary Review for Senior Management and Key Personnel for 2019;

e Considered the General Staff Annual Salary Review 2019;

e Reviewed the 2019 Annual Salary Review for Staff of Mainland China, Overseas Branches and Subsidiaries;

e Reviewed the Usage of Salary Increment Budget for 2018;

e Reviewed the Total Variable Pay Pool for 2018;

e Reviewed the Audit Result on the Bank’s Remuneration System for 2018;

e Reviewed the BEA's Performance Scorecard for 2019;

* Reviewed the Performance & Behavioural Goals Worksheets of the Executive Chairman, Chief Executive, Co-Chief

Executives and Deputy Chief Executives for 2019;

e Reviewed the Long Term Incentive Scheme for Members of Senior Management;

e Reviewed the Remuneration and Pay Structure for Executive Chairman and Co-Chief Executives;

e Revised 2019 Performance Assessment and Variable Bonus for Members of Senior Management and other Hong

Kong Staff Members;
* Reviewed the Terms of Reference of the RC;
e Reviewed the Remuneration Policy; and

e Reviewed the progress of Bank Culture Reform.
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In view of HKMA requirements in relation to Bank Culture
Reform, the RC has been designated to advise and assist
the Board in discharging its responsibilities for the Bank's
culture-related matters. The Bank reported to RC the
Culture Dashboard which included the key culture activities
taken by the Bank and results pertaining to culture metrics
which cover internal feedback, staff conduct management,
staff training and engagement, compliance and risk
management and customer feedback.

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.

B4. 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 Management Committees namely
the Risk Management Committee, 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.

The RIC comprises 7 members and 5 of them (including
the Chairman) are INEDs. Their names and biographies
are set out in the Corporate Information and Biographical
Details of Directors and Senior Management of the 2019
Annual Report.

RICMs 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 2019 is
recorded on page 82.

The following is a summary of the work performed by the RIC during and for the year 2019:

e Reviewed the Group'’s Risk Appetite Statement;

e Reviewed the Group’s risk management strategies;

e Reviewed and monitored the Group’s risk profiles, including the emerging risks faced by the Group;

e Reviewed the Group's enterprise risk management framework;

e Oversaw the implementation status of the Group’s Risk Data Aggregation Project for compliance with the
requirements of the “Principles for effective risk data aggregation and risk reporting” published by the Basel

Committee on Banking Supervision;

e Reviewed the Internal Capital Adequacy Assessment Process and the continuing enhancements of the framework;

e Reviewed the stress-testing results for major risks;

e Reviewed the Group Recovery Plan;

* Reviewed regulatory updates on risk management related issues and considered their probable material

implications to the Group;

e Reviewed critical regulatory comments on the Group'’s risk management-related issues;

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 Reviewed the Risk Committee Report; and

e Reviewed the Group’s risk management policies, oversaw their implementation and compliance with respective

statutory rules and regulations.
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The Terms of Reference of RIC require it to report back to
the Board on its decisions or recommendations.

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.

B5. Sealing Committee

Sealing Committee comprises all Directors of the Bank as
appointed from time to time. It is responsible for directing
the usage and custody of the Bank’s common seal.

Management Committees

Management Committees are established to deal with
matters as sufficiently prescribed in respective terms
of reference, each of which has specific roles and
responsibilities delegated by the Board or Board Committees:

1. Executive Committee is responsible for assisting and
supporting the Co-Chief Executives to manage the
businesses and operations of the Bank Group at a
strategic level.

2. Risk Management Committee is responsible for
assisting the RIC in the daily management of issues
related to all major risks (in particular strategic and

new product and business risks) faced by the Group
including risk appetites, risk profiles, regulatory
updates and stress-testing.

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

4. Operational Risk Management Committee