Unaudited Supplementary Financial Information
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(A)

KERERYBER

CAPITAL ADEQUACY RATIO

Capital adequacy ratio as at 31 December R+-—A=1t—BE&XFZELLX

Core capital adequacy ratio as at 31 December

The capital adequacy ratio and core capital adequacy ratio at 31 December
2012 are computed on a consolidated basis which comprises the positions
of Fubon Bank (Hong Kong) Limited, Fubon Credit (Hong Kong) Limited
and Fubon Factors (Hong Kong) Limited as required by the Hong Kong
Monetary Authority (“HKMA") for its regulatory purposes, and are compiled
in accordance with the Banking (Capital) Rules issued by the HKMA under
section 98A of the Hong Kong Banking Ordinance for the implementation
of the “Basel II" capital accord.

The basis of consolidation for calculation of capital adequacy ratio under
Banking (Capital) Rule follows the basis of consolidation for financial
reporting with exclusion of certain subsidiaries.

List of subsidiaries for financial reporting consolidation
Fubon Credit (Hong Kong) Limited

* FB Investment Management Limited

* FB Securities (Hong Kong) Limited

* Fubon Insurance Brokers Limited

* Fubon Nominees (Hong Kong) Limited
Fubon Factors (Hong Kong) Limited

* Easygrand Investments Limited

* Aquarius (Nominees) Limited

* Admiralty Finance Company Limited

* Hongroll Limited

* Battell Investments Limited

* Fubon Capital (HK) Limited

* Subsidiaries excluded from the basis of consolidation for capital adequacy ratio
calculation

In accordance with the Banking (Capital) Rules, the Group has adopted
the “standardised approach” for the calculation of risk-weighted assets
for credit risk and market risk and the “basic indicator approach” for the
calculation of risk-weighted assets for operational risk.

The Group's capital adequacy is managed by the Asset and Liability
Management Committee. Key tools adopted by the Group to assess its
capital adequacy include capital budgeting, monitoring and stress testing.
An annual capital budget is prepared during the annual budgeting process
to assess the adequacy of the Group's capital to support current and future
business activities taking into account projected business growth and any
new business activities. The annual budget is approved by the Board of
Directors. Actual capital adequacy on a bankwide basis is measured and
compared against the approved budget on a regular basis. In addition,
regular stress testing and scenario analysis of major sources of risk faced
by the Group is performed to assess impact on capital adequacy ratios.
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(A) CAPITAL ADEQUACY RATIO (continued) (A) BEAFZRL=E(E)

BARER

ARAE LNt A=+ —HBZ2EARTRLE
NI [EAF R EHHREK ] (MABS)3) 5 |1 2FH &
HHE AR MAERR AR AT

Capital base

The components of the total capital base after deductions used in the
calculation of the above capital adequacy ratios as at 31 December and
reported under Part Il of the banking return “Capital Adequacy Return”
(MA(BS)3) are analysed as follows:

The Group
REME
2012 2011
—E-——F —T—%F
HK$°000 HK$'000
FET FAT
Core Capital BOER
Paid up ordinary share capital 20 R AR SR ) T AR AR AN 1,371,489 1,172,160
Reserves (including retained earnings) i (RIEREER) 1,574,316 1,171,045
Share premium A&7 5 B 1,586,959 749,778
Profit and loss account i 1 R s 1R B 226,014 247,866
Total deduction from core capital B OEARNRAERE (491,355) (357,935)
Core capital after deductions MR ZOE AR 4,267,423 2,982,914
Eligible supplementary capital AT E R & A
Reserves on revaluation of i R TR
land and interest in land BEEAEE 23,701 23,701
Reserves on revaluation of holdings of FHERIMEHE R H
available-for-sale financial assets EHihEE 59,419 -
Collective impairment allowance RARERE 39,446 59,225
Regulatory reserve JEIE 430,298 378,508
Term subordinated notes BHBRERE 1,538,430 1,540,297
Paid-up irredeemable cumulative BRI EE 2EE LR
preference shares 12,294 925,359
Total deduction from eligible A ETE O MANE AR LR
supplementary capital (491,356) (357,936)
Supplementary capital after deductions R BB INE AR 1,612,232 2,569,154
Total capital base after deductions MRENERERARE 5,879,655 5,552,068
Total deductions from the core capital B OER R M NE AR AR
and supplementary capital (982,711) (715,871)

AITRE AR (TEEEAUE () BRAR
RERWUER (FE)BRAR) ZPAERETIRA
BOEARRMINER -

All of the Bank’s investments in subsidiaries except for Fubon Credit (Hong
Kong) Limited and Fubon Factors (Hong Kong) Limited are deducted from
the core capital and supplementary capital.
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(B) LIQUIDITY RATIO

Average liquidity ratio for the year FAEHRBE LXK

The average liquidity ratio is computed as the simple average of each
calendar month’s average ratio, as reported in Part 1(2) of the “Return of
Liquidity Position of an Authorised Institution” (MA(BS)1E) calculated in
accordance with the Fourth Schedule to the Hong Kong Banking Ordinance.

The ratio for the year is computed on a consolidated basis which comprises
the positions of Fubon Bank (Hong Kong) Limited and Fubon Credit (Hong
Kong) Limited as required by the HKMA for its regulatory purposes.
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(C)

212

FURTHER ANALYSIS ON ADVANCES TO CUSTOMERS

ANALYSED BY INDUSTRY SECTOR

Advances to customers analysed by industry sector and the coverage
of collateral is as follows. The economic sector analysis is based on the

categories and definitions used by the HKMA.

Gross advances for use in Hong Kong
Industrial, commercial and financial

- Property development

- Property investment

- Financial concerns

- Wholesale and retail trade
- Manufacturing

- Transport and transport equipment

- Information technology
- Electricity and gas
- Others

Individuals

- Loans for the purchase of flats under
the Home Ownership Scheme,
Private Sector Participation Scheme
and Tenants Purchase Scheme or
their respective successor schemes

- Loans for the purchase of other

residential properties
- Credit card advances
- Others

Trade finance

Gross advances for use outside Hong Kong

Gross advances to customers

TERBERNE A
THEwH
-MEERE
R UEL S
—SREE
~HERTEE
— B
~ B REHLE
— BB
- BHEME
—Hfh
A
-RE [EEEHEEHNE]
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HEBRGETE
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~-BEEMEENENER

—fERAREH

—Hfh
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BREEHER

(C) BITXISMHNBEFERNE—TIN

BOEMBERERDMOERESROT K7
TESMDEREE BAFRANERIRESE -

30,462,221 63.82

The Group
rEE
2012 2011
—B--F —2——F

% of % of
Gross gross loans Gross gross loans
loans and covered by loans and covered by
advances collateral advances collateral
BERREXR BEAZER ERRER BERZEX
ok hEXREEZ Fok) HEFBEY
HK$°000 Aot HK$'000 Bt
TET % FHET %
1,200,404 21.05 1,969,810 14.44
10,102,430 95.43 9,010,242 87.07
447,753 - 556,993 1.26
525,047 10.32 555,412 8.12
1,958,723 5.88 3,072,912 14.43
57,742 7253 156,336 43.45
194,654 0.44 195,271 0.57
234,000 - 234,000 -
2,404,713 16.87 2,055,686 38.50
9,756 100.00 11,079 100.00
8,091,840 99.72 8,420,630 99.83
795,552 - 796,061 -
1,385,109 50.62 1,534,645 47.12

27,407,723 28,569,077
1,681,525 8.95 1,772,969 6.80
1,372,973 - 2,059,476 0.13

32,401,622 57.87

Fubon Bank & #BR1T
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(C) FURTHER ANALYSIS ON ADVANCES TO CUSTOMERS
ANALYSED BY INDUSTRY SECTOR (continued)

which account for 10% or more of gross advances to customers:

As at 31 December 2012

- Property investment
- Loans for the purchase of
other residential properties

As at 31 December 2011

- Property investment
- Loans for the purchase of
other residential properties

(C) ZITESNMNEFERNE—SHM(E)
Analysis of the Group’s impaired advances in respect of industry sectors BITED MR ERBEE10% s A EAASE
REERMAT
Provisions

released back Loans

Individual Collective to income written

Overdue Impaired impairment impairment statement off during

advances advances allowances allowance during the year the year

ERRBERR B

BHER HEER fARlAERE GERERE EERE ZER

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

R=Z-ZEtZf=1-H TR TR TER TEn TEn TEn

-NERE - - - 2419 (5,440) -
-REABEEZ

-4 - - - 14 (1,434) -

New provisions Loans

Individual Collective charged to written

QOverdue Impaired impairment impairment income statement off during

advances advances allowances allowance  during the year the year

ERRAERA R

BHER REER  [EEERE  BREERE  NBORER ZER

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

R=Z——F+=A=1-H Tén Thr Thr T THL AT

-NERE - - - 7919 - -
-REABEEZM

£ - - - 1,448 1,266 -
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(D) OVERDUE AND RESCHEDULED ASSETS

(i) Overdue advances to customers

Gross advances to customers which have
been overdue with respect to either principal
or interest for periods of:

-6 months or less but over 3 months
-1 year or less but over 6 months
- Over 1 year

Current market value of collateral held
against the covered portion of
overdue loans and advances

Covered portion of overdue loans
and advances

Uncovered portion of overdue loans
and advances

Amount of expected recoveries from
companies in liquidation and
government guarantee schemes in
respect of the covered portion of
overdue loans and advances

Individually assessed impairment
allowances in respect of advances
overdue for more than three months

Collateral held with respect to overdue loans and advances are mainly
residential properties, cash deposits with the Group, and equipment
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against hire purchase and leasing loans.
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(D) BHRKEALAEE
() BHBEFER
The Group
rEE
2012 2011
g% —T——F%
% of gross % of gross
HK$'000 advances HK$'000 advances
HEFEE EEFEE
TERL A= T ZBAL
1,466 0.00 3,073 0.01
- 0.00 69,603 021
8,624 0.03 28,661 0.09
10,090 0.03 101,337 0.31
- 10,475
- 9,535
10,090 91,802
10,090 101,337
9,044 88,850

HRBBEFEESMRE 2 ERRERHE
EMFE  FRRAKENR TR RAEE
NAAEE KM B Z R -
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(D) OVERDUE AND RESCHEDULED ASSETS (continued)

(i)

(ii)

Overdue advances to customers (continued)

Loans and advances with a specific repayment date are classified as
overdue when the principal or interest is overdue and remains unpaid
at the year-end. Loans repayable by regular instalments are treated
as overdue when an instalment payment is overdue and remains
unpaid at year end. Loans repayable on demand are classified as
overdue either when a demand for repayment has been served on the
borrower but repayment has not been made in accordance with the
demand notice, and/or when the loans have remained continuously
outside the approved limit advised to the borrower for more than the
overdue period in question.

Rescheduled advances to customers

Rescheduled loans and advances are those loans and advances which
have been restructured or renegotiated because of deterioration
in the financial position of the borrower, or of the inability of the
borrower to meet the original repayment schedule and for which
the revised repayment terms are non-commercial to the Group.
Rescheduled loans and advances to customers are stated net of any
loans and advances that have subsequently become overdue for over
3 months and can be analysed as follows:

(D) BYRKELAEE (&)

(i)

(ii)

BREFER(E)

EREEFHNEIREREERSHF S
BET N ERINAZ MR E SR ABEHE
DENFERNEREILD 2 HERE B
BRERDAMFHE BB B - IHEK
BENEREERAMRE EEZ KB L ER
Ex*ﬁﬂﬁﬁ&/%&% R E B E
MEERANERENRE - MBLENS
fE RN FITAZ A PR 58 1 s 6 B 6 e R 0 e
EREDHEREEH -

EEERHNEFER

BEERFBNER L ERZIEANERAR
K#R@}L AR R E B REER - M
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o MEEETRE SR B R A R BB IER
RGN - EEEXANERRERDIKRE
W& 1% 160 2R R 38 = M8 B eV Rl 8 X R B =R F
B - WAl AT :

The Group
EE
2012 2011
—EB——F —T——F

% of gross % of gross

HK$'000 advances HK$'000 advances

HEMRLE hERE %E

FiEx ZHAL FHT ZBED
Rescheduled advances to customers EEEFHNRFLER 5,002 0.02 4,535 0.01
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(D)

216

OVERDUE AND RESCHEDULED ASSETS (continued) (D)

(iii)

Geographical analysis of overdue loans and advances to
customers

BRRKELAEE (8)

(iii)

RESMWEBAREFERRER

The Group
AEE

As at 31 December 2012
RZB-Zf+Zf=+-H

Impaired Individually
Gross Overdue loans assessed
loans and loans and (individually impairment
advances advances determined) allowances
N S5k REER {8 BIFTE
EReE BRRER (fERIERE) HERE
HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR
Hong Kong B 28,298,486 8,685 14,766 10,618
Other Hiipe 2,163,735 1,405 1,405 1,834
30,462,221 10,090 16,171 12,452
The Group
&R
As at 31 December 2011
RZB—F+ZA=+—H
Impaired Individually
Gross Overdue loans assessed
loans and loans and (individually impairment
advances advances determined) allowances
LB [Eakd REER AR
EResE BRRER (fERIEE) AEEE
HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT AT
Hong Kong £ 28,710,020 97,205 101,615 88,630
Other Hitits 3,691,502 4132 4132 4,281
32,401,522 101,337 105,747 92,911

The above geographical analysis is classified by the location of the
borrowers after taking into account the transfer of risk. In general, risk
transfer applies when a loan is guaranteed by a party situated in an
area different from the counterparty.

The collective impairment allowance is not allocated to any
geographical segment as at 31 December 2012 and 2011.

PA_E 3t DA R SR A FTFERD « AR5 MR
BREMEE - —RME - BEFOERA
FrEitE X S8 FH AR - AlEREEE
ERARFTES LR ©

RZB——FR-_FB——F+ZA=+—
B BMEGEREEESRTEMLES

e
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(E)

CROSS BORDER CLAIMS

Cross border claims are on-balance sheet exposures of counterparties
based on the location of counterparties after taking into account the transfer
of risk. For a claim guaranteed by a party situated in a country different from
the counterparty, the risk is transferred to the country of the guarantor.
For a claim on the branch of a bank or other financial institution the risk will
be transferred to the country where its head office is situated. Claims on
individual countries or areas, after risk transfer, amounting to 10% or more

of the aggregate cross-border claims are shown as follows:

Figures in HK$'Million

Asia Pacific excluding Hong Kong
- Of which Australia
- Of which China

North America
- Of which USA

Western Europe

Figures in HK$'Million

Asia Pacific excluding Hong Kong
- Of which Australia
- Of which China

North America
- Of which USA

Western Europe
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The Group
i
As at 31 December 2012
RZB-Zf+Zf=+-H
Public
Banks  sector entities Others Total
817 DERIE Hith Fot
11,163 276 3,172 14,611
3,557 - 12 3,569
4,547 276 1,987 6,810
3,346 2 139 3,487
3,286 2 128 3,416
4,636 - 110 4,746
The Group
AEE
As at 31 December 2011
R=ZT——%+=-A=1+-H
Public
Banks sector entities Others Total
47 NeElE HAh Fak]
8,649 203 4,458 13,310
2,805 - 15 2,820
3,119 203 3,301 6,623
2,534 158 522 3214
2,356 158 518 3,032
5,179 - 108 5,287
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(F) NON-BANK MAINLAND EXPOSURES (F) MAib3ERITHEZ RS
The analysis of non-bank Mainland exposures includes the exposure of the A IERITHE 2 ARIREE BRZEEREANTTRE
Bank and certain of its subsidiaries on the basis agreed with the HKMA. ETHB AR R DT
2012
—E-CF
Individually
On-balance Off-balance assessed
sheet sheet impairment
exposure exposures Total allowances
BESERA BESERM 18 B 34
ZEB ZBER g HERE
HK$'000 HK$'000 HK$'000 HK$'000
TEx TEx TET TET
Mainland entities PR 1,817,229 19,542 1,836,771 -
Companies and individuals outside K2 EERRAH
the Mainland where the credit is ZRHASMA T RAEA
granted for use in Mainland 2,128,114 420,258 2,548,372 9,797
3,945,343 439,800 4,385,143 9,797
2011
—T——F
Individually
On-balance Off-balance assessed
sheet sheet impairment
exposure exposures Total allowances
BEBERN BERERN 18RI
2R 2R s RERRE
HK$'000 HK$'000 HK$'000 HK$'000
TAT T FHT THT
Mainland entities A 2,649,902 508,103 3,158,005 -
Companies and individuals outside Kt 2 EERR A
the Mainland where the credit is ZRAIMA BT RABA
granted for use in Mainland 3,172,607 418,224 3,590,831 25,893
5,822,509 926,327 6,748,836 25,893
Note: The balances of exposures reported above include gross advances and other it U EROZ EGRAASEOEREABEREFZEME
claims on customers. # o
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(G) CURRENCY CONCENTRATION (G) sERFEBE
The Group's net positions or net structural positions in foreign currencies REEERIINE RIS B RIS ABEARE(L
are disclosed as follows when each currency constitutes 10% or more of FRFs A INE F R AR A BIER BRAFERN10%
the respective total net position or total net structural position in all foreign AL - BERIN T ¢
currencies:
As at 31 December 2012
R+=A=+-A Zg-CF

New  Other  Total
US Japanese European Chinese Canadian  Swiss Australian Singapore Zealand  foreign  foreign

Equivalent in dollars yen euro renminbi dollars  franc  dollars  dollars  dollars currencies currencies
HKS Million BERTSE Ey Br BT ARE MEAR HLiH A P NEER ARAE EeE
Spot assets REEE 16,021 3 929 2,600 1 5 4414 4 482 139 24,638
Spot liabiities REak (13989  (124)  (320) (2567)  (145) (4 (4178) (36)  (461)  (123) (21,947)
Forward purchase EHEA 7,861 21 1146 2,046 148 16 783 2 3 292 12548
Forward sales AN (10628) ~ (135)  (1,755) (1,338) (10) (17) (1,024) - (25) (308 (15,240)
Net option position HEpEE (1) - - - - - 2 - - - 1
Net long/(short) position &/(R)&%H (736) ] - " - - (3) - (1) - -
Net structural position GRteENR - - - 907 - - - - - - 907
As at 31 December 201
RT=A=t-A 5%
Other Total

N Chinese Australian Philippines foreign foreign
Equivalent in dollars renminbi dolars pesos currencies currencies
HKS Milion BEATSE T ARE R FEERZ Afphi fbeE
Spot assets REEE 18,463 2,276 2,847 7 2454 26,047
Spot liabilities REaE (17,029 (2,017) (2,928 = (1,933) (23,907)
Forward purchase EHEA 4,691 1239 774 - 1652 8,356
Forward sales EHE 6,328) (1,349) (710 - (2177) (10,564)
Net option position HiERgTE 1) = 1 = = -
Net long/(short) position &/(R)&%H (204) 149 (16) 7 () (68)
Net structural position HRElteREE 78 650 - - - 728
The net option position is calculated on the basis of the delta-weighted MR RFEIBIBEFEIMNERES LN [1SRE
position of option contracts. Net structural position includes the Bank's iER R | REERTE - BEMARFEEE IR
investments in overseas subsidiaries and associates. SNE R ANTT/BINHT B A B B & A RIS R A

AFRE o
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(H)

220

CAPITAL CHARGE FOR CREDIT, MARKET AND OPERATIONAL

RISKS

(i)

Capital requirement for credit risk

The capital requirements on each class of exposures calculated under
the Standardised (Credit Risk) Approach at the balance sheet date can

be analysed as follows:

Classes of exposures
Sovereigns
Public sector entities
Banks
Securities firms
Corporates
Collective investment schemes
Regulatory retail exposures
Residential mortgage loans
Other exposure which

are not past due

Past due exposures

Total capital requirements for
on-balance sheet exposures

Direct credit substitutes
Transaction-related contingencies
Trade-related contingencies
Other commitments

Exchange rate contracts

Interest rate contracts

Equity contracts

Total capital requirements for
off-balance sheet exposures

Total capital requirement
for credit risk

The disclosure is made by multiplying the Group's risk-weighted
amount derived from the relevant calculation approach by 8%, and

e ki)

THEE

NEWE

RIT

BHNF]

%

SRR ERS
EETERR
EERIBER

WK B H 2 Eofth B

BHE R

BEABRAZ
[ 2 BT AR

BEEEEEAS

E2 S ARNRAER
HE 5 AW RAEE
EA R

EXRAL

Fxat

BREEH

BEERBRINZ
[\ 2 BT AR

FERBZERTERBE

therefore does not represent the actual amount of capital held.

(H FE- - mTEREERBNELTER

(i) FERBHEAFTR

REER - BREBEFRE(FERR) A H
FHRARARNEATRAMAT

2012 2011
—E-—F =%
HK$°000 HK$'000
FTHET FHET

= 3,643

14,197 9,968
508,701 429,222

- 524
1,254,323 1,352,165
15,780 13,321
206,634 174,669
329,661 360,323
387,438 188,528
636 1,886
2,717,370 2,534,249
4,361 4,045

325 613

4,541 3,825
39,539 41,089
11,463 6,920
4,696 6,443

46 406
64,971 63,341
2,782,341 2,597,590

BRRER MBS E AR RN ASER
g ERIA8% MFH » ATAL K

REEAZEREGHE -
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(H) CAPITAL CHARGE FOR CREDIT, MARKET AND OPERATIONAL
RISKS (continued)

(ii) Capital requirement for market risk

The Bank uses the Standardised (Market Risk) Approach for
calculation of capital requirement for market risk. Positions covered by
the approach include:

- the Bank's positions held in foreign exchange, exchange rate-
related derivative contracts, commodities and commodity-
related derivative contracts; and

- the Bank’s trading book positions held in debt securities, debt-

related derivative contracts, interest rate derivative contracts,
equities and equity-related derivative contracts.

The capital requirement at the balance sheet date can be analysed as

follows:

Exchange rate exposures e = [

Interest rate exposures 2= @

Equity exposures A&7 @B

Commodity exposures [EEEIEL S

Total capital requirement TSR EATREE

for market risk

The disclosure is made by multiplying the Group's risk-weighted
amount derived from the relevant calculation approach by 8%, and
therefore does not represent the actual amount of capital held.

(iii) Capital requirement for operational risk

The capital charge for operational risk calculated in accordance with
the basic indicator approach at the balance sheet date is:

Capital charge for operational risk EERBCEAFRK

The disclosure is made by multiplying the Group's risk-weighted
amount derived from the relevant calculation approach by 8%, and
therefore does not represent the actual amount of capital held.
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TEAK  MRTETESH - KA
RERAEBNITETAARONRZS
FRERFA

BEBZEAFTLIMAT

2012 2011
—g-=¢ —T——%
HK$'000 HK$'000
FHT TR
59,330 12,623
6,737 7,288
66,067 19,811
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(iii) BEEEZERER
REER  RRERERIDATEZEER

B2 EARER
2012 2011
—E-——F T ——%F
HK$'000 HK$'000
FHExT FHIT
157,955 184,090
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(1) ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT (1)

(i) Credit risk exposures

Credit ratings from Standard & Poor’s Rating Services and Moody's
Investors Services are used for all classes of credit exposures
mentioned below. The Bank follows the process prescribed in Part
4 of the Banking (Capital) Rules to map the ratings to the exposures
booked in the Bank’s banking book.

The Group

On-halance sheet
Sovereigns
Public sector entities

Multilateral development banks

Banks
Corporates

Collective investment schemes

Cash items
Regulatory retail exposures
Residential mortgage loans
Qther exposure which

are not past due
Past due exposures

Off-balance sheet
Off-balance sheet
exposure other than

QTC derivative transactions
or credit derivative contracts
QOTC derivative transactions

Exposures deducted
from capital base
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A5E

EERRRA
I8
AEBE

SERRRT
f

SO B> S5
K> RiE oME O
=)
oo omy

=

on

ERTEAR
fEERIBER
TEEHERR

EHER

EEAER)
BIMTELARSY
RENETARAIIIZ
RERBRNZER

SMiETARS

REARRNRZER

FEREZEIMNEE
() FEERREE

BREEMARRB AR MEEREERE A
BB 2 FERIAN T XAt 2 F1RE
EERE - RTREB(RTE (BA) RADE
ARMDRT A R P R AR B ATT Z SRITERP
NERDZ ERECE °

2012

-%-Zf
Total exposure
covered by
recognised
guarantees
or recognised
credit
Total exposure derivative
Exposures after covered by contracts
recognised credit risk mitigation Risk-weighted Total risk-  recognised HEAT
BRI EEER amounts weighted  collateral  ERAZEZT
Total HERZER ERNELE amounts HERT  FEfAIR
exposures Rated Unrated Rated Unrated ERNE  ERREM ahERZ
EREE B4 il GEE il heh ol EREE
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000
Tn Tn TEn Tn TEn Tn TEn Tn
2,121,819 2,250,295 1,302 - - - - -
887,336 887,336 - 177,467 - 177,467 - -
93,449 93,449 - - - - - -
18,750,756 18,628,340 551,803 6,082,849 275,902 6,358,751 - 122416
18,300,372 2,336,251 15243129 1261232  14417,798 15,679,030 171,066 1,663,473
197,255 - 197,255 - 197,255 197,255 - -
17,187 - 17,187 - - - - -
3517544 - 3443906 - 258930 2,582,930 73,102 536
11,136,820 - 11,136,820 - 4,120,764 4,120,764 - -
4,963,159 755900 4,087,077 755900 4,087,077 4842971 120,182 -
7,106 - 7,106 - 7,946 7,946 - 1,809
60,098,863 24951571 34,785,585 8217448 25689672 33,967,120 364,350 1,788,234
609,578 - 609,578 - 609,578 609,578 - -
403,833 312,190 79243 123317 79243 202,560 12,400 -
1,013411 312,190 688,821 123,317 688,821 812,138 12,400 -
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n

ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT

(continued)

(i)

The Group

On-halance sheet

Sovereigns
Public sector entities
Banks
Securities firms
Corporates
Collective investment schemes
Cash items
Regulatory retail exposures
Residential mortgage loans
Other exposure which

are not past due
Past due exposures

Off-balance sheet

Off-balance sheet
exposure other than
QTC derivative
transactions or credit
derivative contracts

OTC derivative transactions

Exposures deducted

from capital base
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Credit risk exposures (continued)

A&E

EERRRA
I8
RERE
551
B0
%
SERAHE
REER
ERTERR
[FEREEH
TEEHEER

BERERD
EMIETAR S
EEFET BRI
JEERBRINER

MTETARS

RERERHKZAR

FEREZEIMNEE (5

(i) FERBEE@E
2011
3
Total exposure
covered by
recognised
Quarantees
or recognised
credit
Total exposure derivative
Exposures after covered by contracts
recognised credit risk mitigation Risk-weighted Totalrisk- ~ recognised R
BB/ RERR amounts weighted collateral  ERASE
Total HEKBR ERiEcR amounts HE {3-Ujpar
eXOSUTes Rated Unrated Rated Unrated ERNE  EARER. aHERY
RREg Bl R Bl A feR e ERig
HK$'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000 HK§'000 HK$'000
TEn T TEr TEn THr Tin Thn TEn
1,843,885 2,454,035 3,761 45,534 - 45,534 - -
623,014 623,014 - 124,603 - 124,603 - -
16,624,746 15,914,596 688,814 5,020,869 344,407 5,365,276 - 610,150
6,547 - 6,547 - 6,547 6,547 - -
19,605,738 2070725 16,432,374 962881 15939184 16,902,065 41,738 1,677,280
166,512 - 166,512 - 166,512 166,512 - -
192,429 - 192,429 - - - - -
3,000,588 - 2,911,153 - 2,183,365 2,183,365 87,890 1,545
11,710,415 - 11708915 - 4,504,036 4,504,036 1,500 -
2,492,859 973,903 1,382,692 973,903 1,382,692 2,356,595 136,264 -
20,701 - 20,701 - 23,576 23576 7,29 2,552
56,187434  22,036273 33513898 7121790 24550319 31,678,109 644,687 2,291,527
619,655 - 619,655 - 619,655 619,655 - -
349,018 212,853 83,462 88,651 83,462 172,113 52,703 -
968,673 212,853 703,117 88,651 703117 791,768 52,703 -
2
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ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT

(continued)

Counterparty credit risk-related exposures for derivatives

(1) The analysis of the major classes of exposures by counterparty

type is as follows:

Notional amounts:
Banks

Corporates

Others

Credit equivalent

amounts/net exposures:

Banks
Corporates
Others

Risk-weighted amounts:
Banks

Corporates

Others

CE S
RIT
=3
Hit

FEEE
S8/ RBREE
RIT
1S3
Hit

ER NS
RIT
B
HAth

() FERREZEIME )

(i) PTETIAXZHFEERREEZER
(1) BZSHFESIDTZEERRER

DT
2012 2011
—E-——fF —E——F
oTC oTC
derivative derivative
transactions transactions
BIMTE SHIMTE
ITARS THEXZS
HK$°000 HK$'000
TR FHT
22,638,544 14,234,409
5,098,837 3,645,852
2,754,208 2,915,470
30,491,589 20,795,731
312,190 212,853
79,245 79,784
- 3,678
391,435 296,315
123,315 88,651
79,245 79,784
- 3,678
202,560 172,113
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT () EEERRZEMNIEE
(continued)
(ii) Counterparty credit risk-related exposures for derivatives (i) TTEIAXRZHFEERBREREZRR(E)
(continued)
(2)  The analysis of counterparty credit risk exposures is as follows: 2) XIZIHFEERBROWHT :
2012 2011
—E-——fF %
oTC oTC
derivative derivative
transactions transactions
BIMTE SHIMTE
ITARS THEXZS
HK$°000 HK$'000
FTER FHT
Non-repo type transactions: FEIBERIRS :
Gross total positive fair value FAFEEERE 134,297 166,748
Credit equivalent amounts FESESE 403,833 349,018
Recognised collateral held: BENER KRR :
Cash on deposit with the Bank ERRATTHIREFER 7,768,583 6,527,491
Equity securities ARANTE 5 18,916 11,480
7,787,499 6,538,971

Credit equivalent amounts or EEZESERHKR
net credit exposures net of BENERTERRZ

recognised collateral held EERKFE 391,435 296,315
Risk-weighted amounts: ERINESEE : 202,560 172,113
There were no outstanding repo-style transactions and credit RZE—ZFR=-F——F+=A
derivative contracts as at 31 December 2012 and 2011. =+—B WEREENZXZREEE

PTETEAH -
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(J)

(K)

(L)

226

ADDITIONAL DISCLOSURES ON EQUITY EXPOSURES IN
BANKING BOOK

Equity holdings taken by the Group are differentiated between those taken
for strategic reasons and those for long term investment for capital gains.
Equity holdings taken for strategic reasons include the Group's investment
in companies providing financial services which nourish the spectrum of the
Bank's banking services. These include provident fund services provision,
electronic payment services provision, and e-banking infrastructure and
platform provision. All these investments are classified as “available-for-
sale financial assets” and measured at fair value as described in Notes 2(g)
and 45.

In respect of long term investments: BRARBRE :

Cumulative realised gains/losses RENEE RER 2 REER

from sales and liquidations Wz 18
Unrealised gains/losses RBBUS EE
— Amount recognised in reserve —REERERER
but not through profit or loss FiRBEmR S8
— Amount included in/(deducted from) —5t A (F0RE ) H &R
supplementary capital i

ADDITIONAL DISCLOSURES ON RISK MANAGEMENT ON
INTEREST RATE EXPOSURES IN BANKING BOOK

In accordance with the prudential return “Interest Rate Risk Exposures”
issued by the HKMA, the Bank calculates, on a quarterly basis, the impact
on earnings over the next 12 months under a scenario of which all interest
rates other than prime rises 200 basis points.

As at 31 December 2012, the 200 basis points interest rate rise would
increase earnings over the next 12 months on the HKD interest risk
positions by HK$68 million (2011: HK$53 million) and decrease earnings
over the next 12 months on the USD interest risk positions by HK$21
million (2011: HK$26 million).

CORPORATE GOVERNANCE

The Bank is committed to high standards of corporate governance, and
has fully complied throughout the year with the guidelines on “Corporate
Governance of Locally Incorporated Authorised Institutions” issued by the
HKMA.

(J)

(K)

(L)

RITARFE W2 IRR AR 2 BN R

REBFE 2 A IR AR I RE KA R BK
B AREVE AWz M5 A 2 BRHE o LASR RS R B 5%
BEREEASREARREREBRRBEZATZE
B EAMARTZRITRBEE - ZFRBE
FBREIEERE - EFNFRBEREFRITE
BRIENTE - AZRSREDSER [AIHEE
EREE ] RRATEEE (HTE2(g) R 45T
i) e

2012 2011
—B-—& T
HK$'000 HK$'000
T THT

- 5

RITARFE N Z AR AR EE 2 BIMRE

ZREBSREE B A R RR [ @R
> RNTRFEEERBRSESMN I 2
FE EFH 200 AR 2 BRAFHARRT_EAZ
BMzFE -

R-ZZE——F+=—A=+—8 " FIR_LEFH2001E
B2 E R R+ ZEABTHERBRIERE Z AT
1 /168,000,00078 7T ( — & — — £ : 53,000,000
HBIT) RERK+T @A ETHREK S AR
21,000,000/ C(=Z——% : 26,000,000/ 7T) °

EEER

RTRNEABAPLLEA  TREFE—H
UFEEREM 2 [AEMRAT RS b2
&1 53| -

Fubon Bank & #BR7T



Unaudited Supplementary Financial Information FR&EZFZEEHBEER

(M) KEY SPECIALISED COMMITTEES

The Board of Directors has established four Board Committees to assist
it in carrying out its responsibilities including the Audit Committee,
Executive Committee, Executive Credit Committee, and Remuneration
Committee. In addition, a number of governing committees have been
set up by senior management to oversee the effectiveness of the Bank’s
daily operations including, inter alia, the Management Committee, Asset
and Liability Committee, Internal Control and Compliance Committee and
Risk Management Committee. The composition and function of these
committees are set out below:

(i) Audit Committee

The Audit Committee comprises one Non-Executive Director and
two Independent Non-Executive Directors of the Bank. The Audit
Committee is chaired by Mr Robert James Kenrick, an Independent
Non-Executive Director who has appropriate accounting professional
qualifications. It meets at least four times a year and additionally when
deemed necessary.

The Audit Committee draws up and updates periodically a written
Charter for the Board's approval indicating the Committee's
composition, authority and duties, as well as the manner of reporting
to the Board; ensures adequate supervision of the Bank's financial
reporting processes and the systems of internal control; ensures
the internal audit function is effective, adequately resourced and has
appropriate standing within the Bank; ensures coordination between
the internal and external auditors; and monitors compliance with
internal policies and statutory regulations.

During the year, the Audit Committee has reviewed the Bank’s
financial reporting process and the systems of internal control,
including reviews of the internal audit function and the risk
management process. In particular, the reviews undertaken by the
Audit Committee on the internal audit function included review and
approval of the Internal Audit Charter, annual audit plan, internal audit
reports issued, major findings identified from any audits and special
investigations, and remedial action taken by the relevant business and
operational management in response to the audit findings.

The Audit Committee also reviews the appointment of the external
auditor and discusses with them the nature and scope of their audits.
Any issues arising from their audits together with the follow up
actions taken by the Bank to address those issues are examined by
the Audit Committee. The Audit Committee reviews the interim and
annual financial statements before recommending them to the Board
for approval.
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(M) KEY SPECIALISED COMMITTEES (continued)

228

(ii)

(iii)

(iv)

(v)

Executive Committee

The Executive Committee comprises the Non-Executive Chairman,
Non-Executive Vice Chairman and an Executive Director of the Bank.
It exercises the powers, authority and discretions as delegated by the
Board from time to time concerning the management and day-to-day
running of the Bank. The Executive Committee meets as required and
operates as a general management under the direct authority of the
Board.

Executive Credit Committee

The Executive Credit Committee comprises the Non-Executive
Chairman, Non-Executive Vice Chairman and an Executive Director of
the Bank. It serves as the Credit Committee of the Board of Directors.
The Executive Credit Committee meets as required to review and
approve requests for customer credit facilities that require the
approval of the Board. In addition, the Executive Credit Committee
approves the Bank’s credit policies and overall credit risk profile,
taking into consideration relevant laws and regulations.

Remuneration Committee

The Remuneration Committee comprises the Non-Executive
Chairman, Non-Executive Vice Chairman and three Independent
Non-Executive Directors of the Bank. The Remuneration Committee
meets as required to review and make recommendations to the
Board in respect of the remuneration policy, structure and practices
of the Bank to ensure that these are consistent with legal or
regulatory requirements. The committee reviews and approves
the remuneration packages for senior management. Additionally,
the committee oversees the Bank's remuneration system and its
operation which covers all employees, ensures an annual review of
the remuneration system is conducted and implemented, and works
closely with other relevant Board committee in the evaluation of the
incentives created by the remuneration system.

Management Committee

The Management Committee is the key decision making body for the
Bank and is responsible mainly for formulation of the Bank's business
strategies and bank wide initiatives. The Committee also evaluates
and approves new business proposals, coordinates among business
and support units during the implementation process, monitors
the implementation of the approved business strategies and bank
wide initiatives, reviews the achievement of business targets and
objectives as well as the financial performance of the Bank through
monthly reporting.

(M) =EESZ5E(H)

(ii)

(iii)

(iv)

(v)
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(M) KEY SPECIALISED COMMITTEES (continued)

(vi)

(wvii)

Asset and Liability Committee

The Asset and Liability Committee (“ALCO") comprises the Chief
Executive Officer and Managing Director, Executive Director, Chief
Financial Officer and senior management personnel as appointed by
the Chief Executive Officer and Managing Director. The committee’s
main responsibilities include regular review of the Bank's operations
relating to interest rate risk, market risk and liquidity risk and
in particular the Bank's ability to meet its funding obligations,
and its compliance with statutory liquidity and capital adequacy
requirements. The committee regularly reviews and endorses for
the Board’s approval the Bank’s policies governing asset and liability
management, investment, and other risk management issues. It also
formulates both long term strategy for the sources and application of
funds and short term directives to address prevailing conditions and
monitors the implementation of these strategies and directives.

Internal Control and Compliance Committee

The Internal Control and Compliance Committee (“ICC") comprises
the Bank's Chief Executive Officer and Managing Director, Executive
Director, Chief Financial Officer, Head of Control & Risk Management
and the heads of different control, business and support functions.
The responsibilities of the Committee include providing oversight
of the Bank’s exposure to operational, legal, and reputation risks,
overseeing the Bank’'s compliance and anti-money laundering
("AML") activities, ensuring the Bank has in place an effective internal
control and compliance framework, assisting the Risk Management
Committee in establishing a sound internal control and monitoring
system to ensure overall compliance within the Bank.

To ensure an effective internal control and compliance framework is
in place, the ICC reviews policies and guidelines relating to control
and compliance risks, receives and discusses reports submitted
by various risk management units and promotes internal control
and compliance culture. To maintain the Bank's overall compliance
standards, the ICC reviews and discusses major compliance or
AML or operational risk events, latest developments in statutory
or regulatory requirements applicable to bank, progress of
implementation of new statutory or regulatory compliance or AML
requirements and progress of rectification of audit findings.
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(vi)

(wvii)
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(M) KEY SPECIALISED COMMITTEES (continued)

(N)

230

(viii) Risk Management Committee

The Risk Management Committee (“RMC") is chaired by the
Chief Executive Officer and Managing Director. The membership
comprises the Bank's Executive Directors, Chief Financial Officer
and other senior management personnel. Together with Credit
Committee, the RMC provides comprehensive and bank-wide
oversight of all risks and their management. It's functions include the
following areas:

- Review reports from ICC and ALCO, covering Market Risk,
Liquidity Risk, Interest Rate Risk, Operational Risk, Legal Risk,
Strategic Risk, Capital Management, Compliance and Anti-
money Laundering.

- Oversight the strategic risk management of the Bank.
- Assessment of the Bank's risk management functions.

MARKET RISK MANAGEMENT

Details of the Group’s market risk management policies and measures have
been set out in Note 48(b).

The Group calculates VAR with a confidence level of 99%, a holding period
of one trading day and using a 1-year historical observation period. The
VAR methodology adopted by the Group is historical simulation approach.
Historical simulation uses scenarios derived from historical market rates/
prices and takes account of the relationships between different markets
and rates. The VAR model is helpful in measuring the bank’s exposure to
day-to-day market fluctuations. It is not intended to measure the bank’s
exposure to individually significant events such as the bankruptcy of a major
financial institution.
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(N)
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(N) MARKET RISK MANAGEMENT (continued)

The Group has measured VAR for all material trading portfolios. The VAR
results as shown in the below table are calculated independently according
to the underlying positions, and historical market movements.

VAR by risk type: LR R IERRE) 752 AR -

Foreign exchange risk HNE R
Interest rate risk == @ B
Equities risk R @B
Total VAR B kE

The Group adopts a prudent approach to managing its trading portfolios,
and reduces any excessive market risk by executing offsetting transactions
or hedging contracts with other market counterparties. Market risk ensues
once the Group takes positions in markets such as foreign exchange,
interest rates, securities and equities. Such positions are driven by
execution of customer orders, proprietary trading and hedging.

The Group’s maximum market risk exposures are set by the ALCO.
Exposures are monitored and reported to the management regularly. The
average daily revenue generated from the treasury’s trading activities for
the year was HK$93,449 (2011: HK$75,569) and the standard deviation was
HK$93,143 (2011: HK$143,694). An analysis of the Group's trading revenue
is shown below:
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At 31 December

R+=—A=+-—A~
2012 2011
—E--F —T——F
HK$°000 HK$'000
FExT FAT
22 17
454 60
458 60
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(N) MARKET RISK MANAGEMENT (continued)

232

(N)

miERERERE (&)

Daily Distribution of Trading Revenue
for the Year Ended 31 December 2012
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Daily Distribution of Trading Revenue
for the Year Ended 31 December 2011
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This shows a maximum daily loss of HK$207,218 (2011: HK$678,366) with N EBRBRIR247TRK(ZE——F 1 246 K) R

25 days (2011: 36 days) out of 247 days (2011: 246 days) showing losses.
The most frequent results were observed in daily revenue falling from
HK$100,000 to HK$150,000 (2011: HK$50,000 to HK$100,000) with 70
occurrences (2011: 73 occurrences in the range). The highest daily revenue
was HK$575,329 (2011: HK$558,432).
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