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DIRECTORS' REPORT

The directors submit their report together with the audited financizl statements for the year ended 31 December 2018,

Principa! activities

Banc of America Securities Asia Limifed (tha "Company”) Is a restricted licensed bank regulated by Hong.Kong Menetary
Authority and Securities and Futures Commission. :

The principal activities of the Company are trading Fixed Income and Currency products.

Results and appropriations

The results of the Company for the year ended 31 December 2018 are set out in the statement of comprehensive income on
page B.

The directers do not recommend the payment of a dividend.
Shares issued in the year
Detzils of the shares issued in the year ended 31 December 2018 are set out in note 21 to the financial statements.

Directors

The directors of the Company during the year and up to the date of this report were;

Anand, Puneet

- Laul, Bharat {resigned on 2" September 2018)
Su, Chin
Yee, Danny Ong
lyer, Krishna ) (appointed on 2™ September 2018}
Richard Yacenda {(appointed on 2™ September 2018)
Caron Hughes . . {resigned on 2™ September 2018)

All the existing directors wauld continue in office.

Dirgctors’ material interests in transactions, arrangements and contracts that are significant in relation to the
Company's business

No transactions, arrangements and confracts of significance in relation to the Company's business to which the Company's fellow
subsidiaries or holding companies was a party and in which 'a director. of the Company had a material interest, whether directly or

indirectly, subsisted at the end of the year or at any time during the year.

Directors’ and chief exec utives’ interests and/or short positions in the shares, underlying shares and debenture of the
Company or any specified undertaking of the Company or any other associated corporation

Certain directors of the Cormpany are entitled to Employee Stock Compensation. Other than as disclosed in note 13 to the
financial statements, at no time during the year was the Company, its fellow subsidiaries, its holding companies or its other
associated corporation & party to any arrangement to enable the directors and chief executives of the Company (including their
spouse and children under 18 years of age) to hold any interests or short positions in the shares or underlying shares in, or
debentures of, the Company or its specified undertakings or other associated corporation.

Employee stock compensation
Details of share-based pay ment transactions are set out in note 13 to fhe'ﬁnancial statements.
Management contracts

No centracts concerning th e management and administration of the whele or any substantial part of the business of the Company
wera entered into or existed during the year. _ ‘
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DIRECTORS' REPORT

Permitted indemnity prbvisions

The Bylaws of the Company's ultimate parent entity, Bank of America Corporation ("BAC"), provide that an individual serving as a
director of BAC or its one of its affiliates (the "Indemnitee”) shall be indemnified against all expense, liability and loss reasonably
incurred in connection with any actions or proceedings brought against the Indemnitee by reason of Indemnitee’s service'as a
director. The indemnification is only available if the Indemnites acted in good faith and in a manner the Indemnity reasonably
believed to be in or not opposed to the best interest of BAC and its affiliates, and, with respect to any criminal proceeding, had no
reasonable cause o believe that Indemnitee’s conduct was unlawful. BAC maintains insurance against the costs assoclated with
defending any claims which may be brought against a director of BAC or one of its sffiliates.

Compiliance with the Banking (Disclosure) Rules

3

The Company is reguired to comply with the Banking (Disclosure) Rules which set out the minimum standards for public
" disclosure which authorised institutions must make in respect of the statement of comprehensive income, state of affairs and
capital adequacy. The financial statements for the financial year ended 31 December 2018 comply fully with the applicable

~ disclosure provision of tha Banking (Disclosure) Rules.

Auditors

The financial statements have been audited by PricewaterhouseCoopers who retlre and, being eligible, offer themselves for re-
appointment.

On behalf of tI@Board

in, Director

‘Hong Kong, 25 April 2018
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INDEPENDENT AUDITOR’S REPORT

Opinion
What we have audited

The financial statements of Banc of America Securities Asia Limited (the “Company") standing alone set out on pages 6 to 45, which
comprise:

» the statement of financial position as at 31 December 2018;

« the statement of comprehensive income for the year then ended;

+ the statement of changes in equity for the year then ended:;

« the statement of cash flows for the year then ended; and

+ the notes to the financial statements, which include a summary of significant accounting policies.

Our opinion

In our opinion, the financial statements give a true and fair view of the financial position of the Company standing alone as at 31
December 2018, and of its financial performance and its cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards ("HKFRSs") issued by the Hong Kong Institute of Certified Public Accountants {(*HKICPA”) relevant to these
financial statements and have been properly prepared in compliance with the Hong Kong Companies QOrdinance.

Basis for Opinion

We conducted our auditin accordance with Hong Kong Standards on Auditing ("HKSAs") issued by the HKICPA, Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements Standing
Alene section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion,

Independence

We are independent of the Company in accordance with the HKICPA's Code of Ethics for Professional Accountants (“the Code"),
and we have fulfilled our other ethical responsibilities in accordance with the Code.

Other Information

The directors are responsible for the other information. The other information comprises all of the information included in the
Directors' Report and Supplementary Financial Information, but does not include the financial statements and our auditor's report
thereon,

Our opinion on the financial statements does not cover the other Information and we do not express any form of assurance
conclusion thereon,

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, cansider
whether the other information is materially inconsistent with the financial statements or our knowledge obtalned in the audit or
otherwise appears to be materially misstated.
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INDEPENDENT AUDITOR’S REPORT

Responsibilities of Directors for the Financial Statements Standing Alone

The directors are responsible for the preparation of the financial statements that give a true and fair view in accordance with HKFRSs
issued by the HKICPA relevant to these financial statements and the Hong Kong Companies Ordinance, and for such internal
control as the directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
directors either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do sa.

The directors are responsible for overseeing the Company's financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements Standing Alone

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. We report our opinion solely
to you, as a body, in accordance with Section 405 of the Hong Kong Companies Ordinance and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for the contents of this report’. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with HKSAs will always detect a material
misstaterment when it exists. Misstatements can arise from fraud or error and are considered material i, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain professional skepticism throughout
the audit. We also:

» |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal
control.

+ Evaluate the appropriateness of accounting policies used and the reascnableness of accounting estimates and related
disclosures made by the directors.

+ Conclude on the appropriastenass of the directors’ use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor's report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditer's
report. However, future events or conditions may cause the Company to cease to continue as a going concern.

« Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether
the financial statements represent the underlying transactions and events in a manner that achieves fair presentation.
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INDEPENDENT AUDITOR’S REPORT

Auditor’'s Responsibilities for the Audit of the Financial Statements Standing Alone (Continued)

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we identify during our audit.

AL
PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 25 April 2019
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STATEMENT OF COMPREHENSIVE INCOME

Note 2018

US$'000
Interest income 24 8,176
Interest expense (4.778)
Net interest income 6 3,400
Fee and commission expense : 7 (67)
Net trading (expense)/ iﬁcome ) 8 (4,193)
Other operating income ' 9,24 12,066
Operating income ‘ 11,208
Dividend iﬁcome ) 19 -
Operating expenses | 10 (11,849)
Loss before taxation . . {643)
Taxation recovery ‘ 14 23
Loss for the year | (620) ‘
Total comprehensive loss for the year ‘ . (620)
Attributable to
Equity holders (620}

2017
Us$'000

3178

(160}

3018
(47)
252

1529

4,762
50,815

(56,751)

(1,084)

149

(935)

(935)

(935)
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STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2018

Note 2018 2017 Cross
US$'000 US$'000 Reference to
Definition of
Capital
Components
Assets in Appendix 1
Cash and balances with banks 16 617,064 451,529
Financial assets at fair value through profit or loss 17 4572 92,945
Derivative financial instruments 18 - . 752
Investment in subsidiary 19 12,971 12,971
Amount due from intermediate holding company 23 523 705
Amount due from affiliates 23 9,032 78,411
Current income tax assets - 186
Deferred income tax assets 18 550 145
Other assets 5 671
Total assets 644,717 638,315
Liabilities
Deposits and balances from banks 23 100,719 27,064
Financial liabilities held for trading 1,732 56,459
Derivative financial instruments 18 - 837
Amount due to intermediate holding company 23 1,783 1,482
Amount due to affiliates 23 4,342 14,357
Current income tax liabilities 61 -
Other liabilities 20 1,708 3,124
Total liabilities 110,345 103,323
Equity
Share capital 21 491,442 491,442 (1)
Retained earnings 36,463 37,083 (2)
Other reserves 22 6,467 6,467 (3)
Total equity 534,372 534,992
Total equity and liabilities : 644,717 638,315

The financial statements on pages 6 to 45 were approve d authorised for issue by the Board of Directors on 25 April 2019 and

were signed on its behalf by:

Chin, Director
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STATEMENT OF CASH FLOWS

Cash flows from operating activities

Loss before taxation
Adjustment for:

Net interest income

Net interest income on trading

Operating cash flows before movements in working capital -
Change in financial assets at fair value through profit or loss
Change in derivative financial instruments
Change in placements with banks with original maturity beyond three months
Change in financial liabilities held for trading
Change in amount due to intermediate holding company
Change in amount due from affiliates
Change in other assets
Change in other liabilities
Cash used inoperating activities
Interest received
Interest paid
Income taxes paid
Net cash used in operating activities
Cash flows from investing activities
Dividend received from subsidiary -

Repatriation of capital from subsidiary

Net cash generated from investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Analysis of the balances of cash and cash equivalents:
Cash and balances with banks

Deposits and balances from banks with original maturity within three months

. 2018
Us§'o00
{643)

(3,400)
(3,069)

(7,112}

87,349
(85)
(177)
(53,795)
483
59,364
666
(1.416)

85277

15,452
(8,715)
(134)

91,880

91,880

424,465

516,345

617,064

(100,719)

516,345

2017
Us$000
(1,084}

(3,018)
(955)

(5,057)

(@1,527)
83
(144)
56,459
713
(64,054)
671)
3,086

(101,112)

4,388
@15)
(313)

50,915
207,585

258,470

161,018

263 447

424,465

451,529

(27,084)

424 465
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NOTES TO THE AUDITED ANNUAL FINANCIAL STATEMENTS

2.1,

2.1.1.1.

General information

Banc of America Securities Asia Limited (“the Company”) trades Fixed Income and Currency products. The ultimate
holding company is Bank of America Corporation (“BAC"), a listed company incorporated in the United States of America.

The Company is a restricted ficensed bank regulated by Hong Kong Monetary Authority ("HKMA") and Securities énd
Futures Commission (“SFC”). The address of its registered office is 52/F, Cheung Kong Center, 2 Queen’s Road Central,
Central, Hong Kong.

The financial statements are presented in US dollars, unless otherwise stated.
Basis of preparation

The financial statements of the Company have been prepared in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRS") issued by the Hong Kong Institute of Certified Public Accountants ("HKICPA"} and
requirements of the Hong Kong Companies Ordinance Cap. 622 that are relevant to the preparation of company level
financial statements by an intermediate parent company.

The Company is a wholly owned subsidiary of BankAmerica International Financial Corporation and has satisfied the
exemption requirement sets out in section 379(3)(a) of the Hong Kong Companies Ordinance (Cap.622) and therefore it
is not required to prepare consolidated financial statements.

Given the above, the financial statements are not prepared for the purposes of compliance with HKFRS 10 “Con solidated
financial statements" (HKFRS 10) so far as the preparation of consolidated financial statements is concerned. As a
consequence, the financial statements do not provide all the information required by HKFRS 10 about the economic
activities of the group of which the Company is the parent. Furthermore, as these financial statements are prepared in
respect of the Company only, disclosures required by HKFRS 12 "Disclosures of Interests in Other Entities” have not
been made.

The financial statements have been prepared on the historical cost basis, except for certain financial assets and liabilities
(including derivative instruments) measured at fair value.

The preparation of financial statements In conformity with HKFRS requires the use of certain critical accounting estimates.
It also requires management to exercise its judgment in the process of applying the Company's accounting policies.

New and amended standards adopted by the Company

Below is a summary of standards, amendments or interpretations that are effective for the first time for the financial year
beginning 1 January 2018 that have had a material impact on the Company.

HKFRS 9, Financial Instruments

The Company has applied HKFRS 9 Financial instruments for the first time with a date of initial application of 1 January
2018. The Company did not early adopt any of HKFRS 8 in previous periods. The requirements of HKFRS 9 represent
a significant change from HKAS 39: Financial Instruments: Recognition and Measurement. The new standard brings
fundamental changes to the accounting for financial assets and to certain aspects of the accounting for financial liabilities.
The key changes for the Company's accounting policies resulting from its adoption of HKFRS 9 are summarised below:

Classification of financial assets and liabilities

HKFRS 9 replaces the existing IAS 39 categorisations for financial assets and replaces them with tiree principal
categories: measured at amortised cost, fair value through other comprehensive income (FVOCI) and fair value through
profit or loss (FVPL). Classification is generally based on the business in which a financial asset is managed and its
contractual cash flows, See note 2.4 for further information about how the Company applies the classification and
measurement criteria under the new standard.

10
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NOTES TO THE AUDITED ANNUAL FINANCIAL STATEMENTS

21.1.1.

21.1.2.

2121,

HKFRS 9, Financial Instruments (continued)

Impairment of financial assets

HKFRS @ replaces the 'incurred loss' model in HKAS 39 with an 'expected credit loss’ model. The new impairment model
also applies to certain loan commitments and financial guarantee contracts but not to equity investments.

Under HKFRS 9, credit losses are recognised earlier than under HKAS 39. The Company has not applied the impairment
requirements of HKFRS 9 as it-does not maintain a loan portfolio.

Transition

As permitted by the transitional provisions of HKFRS 8, the Company has elected not to restate comparative figures.
Assessments as fo the business model within which a financial asset is held, and decisions as to the designation and
revocation of previous designations of certain financial assets and financial liabilities as measured at FVPL, have been
made on the basis of facts and circumstances that existed at the date of initial application. Differences in-the carrying
amounts of financial assets and financial liabilities resulting from the adoption of HKFRS 9 are recognised in retained
earnings and reserves as at 1 January 2018. Accordingly, the information presented for 2017 does not reflect the
requirements of HKFRS 9 and therefore is not comparable to the information presented for 2018 under HKFRS 5.
There were no material changes on adoption of the new standard and classiffcation and measurement of financial assets
are unchanged.

HKFRS 15, Revenue from contracts with customers

The Company has applied HKFRS 15 - Revenue from contracts with customers ("HKFRS 15") for the first time with a
date of initial application of 1 January 2018. HKFRS 15 establishes a comprehensive framework for determining
whether, how much and when revenue is recognised. It replaced existing accounting standards and interpretations in
relation to revenue recognition, including HKAS 18 — Revenue (“HKAS 18™.

The Company has adopted HKFRS 15 using the cumulative effect method, with the effect of initially applying this
standard recognised at the date of initial application. Accordingly, the information presented for 2017 has not been
restated and so is presented as previously reported, under HKAS 18 and related interpretations.

The standard does not impact the timing or measurement of the Company's revenue recognition as it is consistent with
the Company's existing accounting for contracts within the scope of the standard. As such the adaption of HKFRS 15
resulted in no change in assets, liabilities, or equity as at the date of initial application.

New standards and interpretations not yet adopted

Anumber of new standards and amendments to standards and interpretations are effective for annual periods beginning
after 1 January 2018, and have not been applied in preparing these financial statements. None of these are expected
to have a significant effect on the financial staternents of the Company, except for the following set out below:

HKFRS 16, Leases

HKFRS 16 - Leases ("HKFRS 16”) addresses the definition of a lease, and sets out the principles for the recognition,
measurement, prasentation and disclosure of leases for both parties to a contract. The standard replaces HKAS 17 -
Leases ("HKAS 17%), and related interpretations. A key change arising ‘from HKFRS 16 is that most leases will be
accounted for on statement of financial position for lessees by recognising a liability for future lease payments and a
corresponding ‘right-of-use’ asset. Lessor accounting under HKFRS 16 will not change substantially-from the previous
requirements under HKAS 17. The standard is effective for annual periods beginning on or after 1 January 2019, with
earlier adoption paermitted. The Company does not expect the new accounting standard to have a material impact on its
income statement ar statement of financial position. '

11
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NOTES TO THE AUDITED ANNUAL FINANCIAL STATEMENTS

2.2,

2.3.

24.

241,

Investment in subsidiary

A subsidiary is defined as an entity that is controlled by another entity. An investor controls an investee when it is
exposed or has rights to variable returns from its involvement with the investee and has the ability to affect those returns
through its power over the investee. Where the company holds equity or equity-like instruments in a subsidiary, the
balanceis held within investments in subsidiaries. Investments in subsidiaries are held at cost less provision for
impairment.

At each reporting date, the Company reviews the carrying amounts of its investments to determine whether there is any
indication that those assets have suffered an impairment loss, If any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent of the impairment loss. The recoverable amount is the higher of
the fair value less costs to sell and the value in use. In the event of impairment, the carrying amount of the asset is
reduced accordingly and the amount of the loss recognised in the statement of comprehensive income.

Foreign currency translation

The financial statements have been presented in US dollars as this is the functional currency of the Company. Foreign
currency transactions are transiated into the functional currency using the exchange rates prevailing at the dates of the
transactions.

Monetary assets and liabilities denominated in foreign currencies are subsequently re-translated into the functional
currency using the exchange rates prevailing at the reporting date. Exchange gains and losses on menetary assets and
liabilities are recognised in the statement of comprehensive income.

Non-monetary assets and liabilities in a foreign currency that are not measured at fair value are not subsequently
re-translated for movements in prevailing exchange rates,

Exchange gains and losses on non-monetary financial assets and liabilities held at fair value through profit or loss are
recognised in profit or loss as part of the fair value gain or loss. Exchange gains and losses on non-monetary financial
assets measured at fair value through other comprehensive income are included in other comprehensive income.
Financial assets

Palicy applicable from 1 January 2018

The Company recoghises financial assets in the statement of financial position when it becomes a party of the contractual
provisions of the instrument.

The Company ihitially measures a financial asset at its fair value plus or minus, in the case of a financial asset not
subsequently measured at FVPL, transaction costs that are incremental and directly attributable to the acquisition of the
financial asset. Transaction costs of financial assets carried at FVPL are expensed in profit or loss.

' The Company classffies its financial assets as measured at: amortised cost, FVOCI or FVPL. Afinancial assetis classified

as measured at amortised cost if it meets both of the following conditions and is not designated as at FVPL:

«  The asset is held within a business model whose objective is to hold assets to collect contractual cash flows: and

«.  The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding

A debt instrument is classified as measured at FVOCI only if it meets both of the following conditions and is not designated

as at FvPL.

«  The asset is held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets: and

s The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding :

All other financial assets, including derivative assets, are classified as measured at FVPL

In addition, on Initial recognition, the Company may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at FVOC| as at FVPL if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise. Financial assets are not reclassified subsequent to their initial -
recognition, except in the period after the Company changes its business model for managing financial assets.

12
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NOTES TO THE AUDITED ANNUAL FINANCIAL STATEMENTS

242

2.5.

Policy applicable before 1 January 2018

The Company classifies its financial assets in the following categories: at fair value through profit or loss ("FVTPL") and
loans and receivables. All regular way purchases or sales of financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets
within the time frame established by regulation or convention in the marketplace.

Financial assets at fair value through profit or loss
Financial assets at FVTPL are financial assets held for trading. A financial asset is classified in this category if acquired
principally for the purpose of selling in the short term. Derivatives are also categorised as held for trading unless they are

designated as hedges. Assets in this category are classified as current assets if expected to be settled within 12 months;
otherwise, they are classified as non-current.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. At each balance sheet date subsequent to initial recognition, loans and receivables (including cash and
cash equivaients) are carried at amortised cost using the effective interest method, less any idenfified Impairment losses
(see accounting policy in respect of impairment of financial assets below).

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating interest
income over the refevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts
(including all fees paid or received that form an integral part of the effective interest rate, transaction costs and other

premiums or discounts and excluding future credit losses that have not been incurred) through the expected life of the
financial asset, or, where appropriate, a shorter period.

Interest income is recognised on an effective interest basis for debt instruments other than those financial assets
designated as at FVTPL, of which interest income is included in net gains or losses. ‘

Financial liabilities

The Company recognises financial liabilities in the statement of financial position when it becomes a party to thé
contractual provisions of the instrument. Financial liabilities are classified at FVTPL when the financial liability is either
held for trading or it is designated as FVTPL. The Company's derivatives are categorised as held as trading as at period
end.

A financial liability is classified as held for trading if:

it has been incurred principally for the purpose of repurchasing it in the near term; or

. on initial recognition it is part of a portfolio of identified financial instruments that the Company manages together
and has a recent actual pattem of short-term profit-taking; or

. it is a derivative that is not designated and effective as a hedging instrument.

Subseguent movements in fair value are recorded in the income statement within net income from financial instruments
designated at fair value. :

All remaining financial liabilities are carried at amortised cost using the effective interest method.

13
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NOTES TO THE AUDITED ANNUAL FINANCIAL STATEMENTS

28.

2.7.

2.8.

28.1.

Derecognition of financial assets and financial liabilities

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset expire or
it transfers substantially all the risks and rewards of ownership of the asset to another party. If the Company neither
transfers nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset,
the Company recognises its retained interest in the asset and an associated liability for amounts it may have to pay. If
the Company retains substantially all the risks and rewards of ownership of a transferred financial asset, the Company

" continues to recognise the financial asset and also recognises a secured borrowing for the cash proceeds received.

On derecdgnition of a financial asset, the difference between the carrying amount of the asset {or the carrying amount
allocated to the portion of the asset derecognised) and the sum of the consideration received and any cumulative gain
that had been recognised in OCI is recognised in profit or loss.

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled, or expire.

Modifications to the terms of financial assets and liabilities may result in derecognition if it is deemed that the modification
results in an expiry of the contractual rights and obligations of the original instrument.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there
is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realise
the asset and settle the liability simultaneously. The legally enforceable right must not be contingent on future events
and must be enforceable in the normal course of business and in the event of default, insolvency or bankruptcy of the
Company or the counterparty.

Impairment of financial assets
Policy applicable from 1 January 2018

The Company calculates a probability-weighted loss allowance for ECL on its financial assets that are cash and cash
equivalents, placements with banks and other financial institutions and other assets that are not measured at FVPL. The
Company measures loss allowances at an amount equal to 12-month ECL for financial instruments on which credit risk
has not increased significantly since their initial recognition. Loss allowances for financial instruments where there has
been a significant increase in credit risk are measured at lifetime ECL. '

Debtor balances are written off, either partially or in full, when there is no realistic prospect of recovery. This is generally
the case when the Company determines that the borrower does not have assefs or sources of income that could generate
sufficient cash flows to repay the amounts subject to the write-off. However, financial asset that are written off could still
be subject to enforcement activities in order to comply with the Company's procedures for recovery of amounts due.

Policy applicable before 1 January 2018

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at each balance sheet date.
Financial assets are impaired where there is objective evidence that, as a result of one or more events that occu rred after

© the initial recognition of the financial asset, the estimated future cash flows of the financial assets have been impacted.

For all financial assets, objective evidence of impairment could include:
» significant financial difficulty of the issuer or counterparty; or
+ default or delinguency in interest or principal payments; or
« it becaming probable that the borrower will enter bankruptoy or financial re-organisation; or
+ the disappearance of an active market for that financial asset because of financial difficulties,
For financial assets carried at amortised cost, an impairment loss is recognised in profit or loss when there is objective

evidence that the asset is impaired, and is measured as the difference between the asset's carrying amount and the
present value of the estimated future cash flows discounted at the original effective interest rate.
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2.8.1

29.

210.

2.11.

2.12.

Policy applicable before 1 January 2018 (continued)
The carrying amount of the financial asset is reduced directly by the impairment loss.

For financial assets measured at amortised cost, if, In a subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event occurring after the impairment loss was recognised, the previously
recognised impairment loss is reversed through profit or loss to the extent that the cairying amount of the asset at the
date the impairment is reversed does not exceed what the amortised cost would have been had the impairment not been
recognised.

Cash and cash equivalents

Cash and cash equivalents-comprise cash on hand, demand deposits with banks and other financial institutions, short-
tarm highly liguid investments that are readily convertible into known amounts of cash; which are subject to an insignificant
risk of changes in value and which have a maturity of three months or less at acquisition.

Cumrent and deferred income tax .

The tax charge for the period comprises current and deferred tax. Tax is recognised in the income statement, except to
the extent that it relates to items recognised in other comprehensive income (for example, deferred tax liability on
pension) or directly in shareholders' funds. In this case, the tax is also recognised in other comprehensive income or
directly in shareholders' funds, respectively.

Current fax is provided at amounts expected to be paid or recovered using the tax rates and laws that have been

_enacted or substantively enacted by the reporting date.

Deferred tax is recognised on temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. Deferred tax is determined using tax rates and laws that have been
enacted or substantively enacted by the reporting date and is measured at the average tax rates that are expected to
apply when the related deferred income tax asset is realised or the deferred tax liability is settled.

Deferred tax assets are recognised only to the extent that itis probable that future taxable profit will be available against
which the temporary differences can be utilised over the Company's planning horizon.

Share-based payments

The Company participates in several employee compensation plans managed by Bank of America Corporation ("BAC"),
the ultimate holding company.

As this is a group share-based payment arrangement, all awards are treated by the Company as equity-settied share-
based payment plans and are measured based on the fair value of those awards at grant date and recognized as staff
costs,

For most awards, expense is generally recognized ratably over the vesting period net of estimated forfeitures, unless the
employee meets certain retirement eligibility criterfa. For awards to employees that meet retirement eligibility criteria, the
Company accrues the expense in the year prior to grant. For employees that become retirement eligible during the vesting
period, the Company recognises expense from the grant date to the date on which the employee becomes retirement
eligible, net of estimated forfeitures.

There is no net equity impact on the Company's financial positions as the Company has contracted under a global
Recharge Agreement to reimburse BAC or through an intermediate holding company, for the issuance of these awards.
Other operating income

Other operating income includes service fee income, which consists of charges made to affiliated undertakings to

remunerate the Company for services provided or to reimburse the Company for expenditure incurred. Service fee
income is recagnised on an accruals basis when the transactions occur or as the service is provided.
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2,13,

2.13.1.

Interest income and expenses
Policy applicable from 1 January 2018

Amortised cost and effective interest rafe

. The amortised cost of a financial asset or financial liability is the amount at-which the financial asset or financial liability

is measured on initial recognition less the principal repayments, plus or minus the cumulative amortisation using the
effective interest method of any difference between that initial amount and the maturity amount and, for financial assets,

. adjusted for any expected credit loss allowance.

The effective interest rate is the rate that exactly discounts estimated future cash receipts or payments through the
expected life of the financial asset or financial liability to the gross carrying amount of a financial asset (that is to say, the
amortised cost before any impairment allowance) or to the amortised cost of a financial liability. .

When calculating the effective interest rate for financial instruments other that credit-impaired assets, the Company
estimates cash flows considering all contractual terms of the financial instrument, but does not consider expected credit
losses. For financial assets that are credit-impaired at initial recognition, a credit-adjusted effective interest rate is
calculated using estimated future cash flows including expected credit losses.

The calculation of the effective interest rate includes all amounts received or paid by the Company that are an integral
part of the overall return, direct incremental transaction costs related to the acquasnmn orissue of a financial instrument
and all other premiums and discounts.

Calculation of interest income and expense

Interest income and expense for all interest bearing financial instruments are recognised on an accruals basis using the
effective interest method. The effective interest rate is applied to the gross carrying amount of the financial asset (for non-
credit impaired assets) or to the amortised cost of the liability.

For financial assets that have become credit-impaired subsequent to initlal recognition, the effective interest rate is
applied to the amortised cost of the financial asset. If the asset is no longer credit-impaired, then the calculation of interest
income reverts to the gross basis.

For financial assets that were credit-impaired on initial recognition, the credit-adjusted effective interest rate is applied to
the amortised cost of the financial asset. The calculation of interest income does not revert to a gross basis, even if the
credit risk of the asset improves,

Interest on trading assets or other assets at FVPL -are presented as part of net trading income in the statement of
comprehensive income, along with comparative figures which have been reclassified as disclosed in note 8.

Interest income and expenses are recognised in the statement of comprehensive income for all interest-bearing financial
instruments, except for those classified as desngnated at fair value through profit or loss, using the effective interest
rnethod

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial tiability and
of allocating the interest income or interest expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments or receipts through the expected life of the financial instrument or,
when appropriate, a shorter period to the net carrying amount of the financial asset or financial liability. When calculating
the effective interest rate, the Company estimates cash flows considering all contractual terms of the financial instrument
but does not consider future credit losses. The calculation includes all fees and points paid or received between parties
to the contract that are an integral part of the effective interest rate, transaction costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets has been written down as a result of an-impairment loss,

interest income is recognised using the rate of interest used to discount the future cash flows for the purpose of measuring
the impairment loss.
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2.14.

3.1,

4.1,

4.1.

Net trading income/ loss

Net trading income/ less comprises realised and unrealised gains and losses on trading. Unrealised gains, which
represents changes in fair value of financial instruments held for trading, are recognised within net trading income as
they arise. From 1 January 2018, reclassification has been made from net interest income to nettrading income in relation
to the interest income and expense attributable to trading financial assets and liabilities due to a change in accounting
policy under HKFRS9.The reclassification, including impact to comparatives, have been disclosed in note 8.

Critical accounting estimates and judgements

The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of
assats and liabilities within the next financial year are addressed below, along with the judgements made by the Company
in applying accounting policies that have the most significant effects on the amounts recognised in the financial
statements.

Valuation of financial instruments

The Company's accounting policy for valuation of financial instruments is included in note 2. The fair values of financial
instruments that are not quoted in financial markets are determined by using valuation techniques based on models such
as discounted cash flow models, option pricing models and other methods consistent with accepted economic
methodologies for pricing financial instruments. These models incorporate abservable, and in some cases unobservable
inputs including security prices, interest rate yield curves, option volatility, currency, commodity or eqully rates and
correlations between these inputs.

Where models are used to determine fair values, they are periodically reviewed by qualified personnel independent of
the area that created them. All models are certified before they are used, and models are calibrated to ensure that output
reflects actual data and comparative market prices. These estimation techniques are necessarily subjective in nature and
involve several assumptions. Note 5 further discusses the valuation of financial instruments.

Risk management

Legal entity governance

BAC has established arisk governance framework (the "Risk Framework™ which serves as the foundation for consistent
and efiective management of risks facing BAC and its subsidiaries (including the Company). The Risk Frameawork applies
to all the employees. [t provides an understanding of the Company's approach to risk management and each employee's
responsibilities for managing risk. All employees must take ownership for managing risk well and are accountable for
identifying, escalating and debating risks facing the Company. The following are the five components of the Company's
risk management approach:

a. Culture of Managing Risk Well;

b. Risk Appetite and Risk Limits;

¢. Risk Management Processes;

d. Risk Data Management, Aggregation and Reporting; and
e. Risk Governance

The seven key types of risk faced by BAC Businesses as defined in the RISk Framework are market, credit, operational,
liquidity, reputational, strategic and compliance risks.
Legal entity govemance {continued)

Set out below is a summary of the Company's approach to each of the risk types.

Market risk

The Company takes on exposure to market risks. Market risks arise from open positions in interest rate and currency
products, all of which are exposed to general and specific market movements. The Company applies a 'Value-at-Risk’
{"VaR") methodology to estimate the market risk of positions held and the maximum losses expecied, based upon a
number of assumptions for various changes in market conditions. The Company has in place limits on the VaR that may
be accepted. The Company's VaR is monitored on a daily basis.
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4.1.1

Market risk (continued}

The daily market VaR is an estimate, with a confidence level set at 99%, of the potential loss that might arise if the current
positions were to be held unchanged for one business day. The measurement is structured sothat daily losses exceeding
the VaR figure should occur, on average, not more than once every 100 days. Actual outcomes are monitored regularly
to test the validity of the assumptions and parameters/factors used in the VaR calculation,

As VaR constitutes an integral part of the Company’s market risk control regime, VaR limits are established for all trading
and portfolio operations; actual exposure against limits is reviewed daily by management.

The following table shows the year-end VaR, average, high and low VaR utilisation for trading market risk:

VaR Utilisation

VaR Utilisation
1 January 2018

In US$'000 _ As at . to 31 December 2018
' 31sDecember 2018 Average High Low

Total _ | 25 264 1,000 20
VaR Utilisation VaR Utilisation

1 January 2017

In US$'Co0 As at to 31 December 2017
31 December 2017 Average High Low

Total ' 87 40 141 -

However, the use of this approach does not prevent losses outside of these limits in the event of more significant market

movements.
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4.1 Legal entity govemance {continued}
411 Market risk {continued)
(a) Currency risk

The Company takes on exposure to effects of fluctuations in the prevailing foreign currency exchange rates on
its financial position and cash flows. The Board sets limits on the level of exposure by currency and in total for
both overnight and intra-day positions, which are monitored daily.

The tables below summarise the Company's exposure to foreign currency exchange rate risk at 31 December.

Included in the table are the Company's assets and liabilities af carrying amounts in US dollars equivalent,
categorised by the original currency.

HKD usD CNY Other Total
UsSs'000 UsS§000 UsS$'000 Uss$'oo0 Us$'000

As at 31 December 2018

Assets
Cash and balances with banks 382 614,258 253 2,171 617,064
Financial assets at fair value through
profit or loss - 4,086 - 486 - 4572

Derivative financial instruments - - - - -
Amount due from intermediate holding

company _ - 523 - - 523
Amount due from affiliates - 9,032 - - 9,032
Other assets - 2 - 3 .5

Total assets 382 627,901 253 2,860 631,196
Liabilities
Deposits and balances from banks ' - 100,211 - 508 100,718
Financial liabilities held for trading - 1,732 - - 1,732

Derivative financial instruments - - - - .
Amount due to intermediate holding

company 49 1,734 - - 1,783
Amount due to-affiliates - 4,342 - - 4,342
Other liabilities 144 1525 - 39 1,708
Total liabilities 193 109,544 - 547 110,284

Net on-balance sheet position 189 518,357 253 2,113 520,912
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41 Legal entity govemance {confinued)

411 Market risk (continued)
{a) Cumency risk (Coﬁtinued)

HKD usp CNY Other Total
Us§'ooo US$'000 US$'000 Us§o00  US§000

As at 31 December 2017

Assets -
Cash and balances with banks 383 450,767 352 27 = 451,528
Financial assets at fair value through
profit or loss - 69,224 23,680 41 92,945
Derivative financiat instruments ’ - (29,964) 30,716 - 752
Amount due from intermediate holding ’
company - 705 - - 705
Amount due from affiliates i - 78,411 - - 78,411
Other assets - 671 - - - B71
‘Total assets 383 569,814 54,748 68 625,013
Liabilities
Deposits and balances from banks - 27,035 Co- 29 27,064
Financial lisbilities held for trading - 56,459 - - 56,459
Derivative financial instruments : - (53,917} 54,754 - 837
Amount due to intermediate holding ‘
company 149 1,333 - - 1,482
Amount due to affiliates - 14,357 - - 14,357
Other liahilities ’ 113 3,011 - - 3,124
Total liabilities 282 48,278 54,754 29 103,323
Net on-balance sheet position 121 521,536 &) . 39 521 ,690
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4.1

411

Legal entity governance {continued)

Market risk (continued)

(b}

Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because
of changes in market interest rates. Fair value interest rate risk is the risk that the value of a financial instrument
will fluctuate because of changes in market interest rates. The Company takes on exposure to the effects of
fluctuations in the prevailing levels of market interest rates on both its fair value and cash flow risks.

The tables summarise the Company's exposure to interest rate risk as at 31 December. Included in the tables
are the Company's financial instruments at carrying amounts, categorised by the earlier of contractual repricing

or maturity dates.

Aé at 31 December 2018

Assets
Cash and balances with banks
Financial assets at fair value

through profit or loss
Derivative financial instruments
Amount due from intermediate
holding company
Amount due from affiliates
Other assefs

Total assets

Liabilities

Deposits and balances from
banks

Financial liabllities held for
frading

Derivative financial instruments

Amount due to intermediate
holding company

Amount due to affiliates

Other liabilities

Total liabilities

Total interest sensitivity gap

21

1 3 1 Non-
Upto1 to3 to12 to5 Over5 interest
month  months  months years years  bearing Toftal
US$'000 US$000 USE000 USS000 USE000 USS000 USH000
473523 . - - 32333 - 111,208 617,064
292 51 278 3481 470 - 4,572
- - - “ - 523 523
- - - - - 9,032 9,032
- - - - - 5 5
473,815 51 278 35814 470 120,768 631,196
211 100,508 - - - - 100,719
- - &9 1,606 57 - 1,732
- - - - - 1,783 1,783
- - - - - 4342 4,342 .
- - - - - 1,708 1,708
211 100,508 69 1,606 57 7,833 110,284
473,804 (100,457) 209 34,208 413 112,935
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4.1 Legal entity govemance (continued)

4.1.1 Market risk (continued)

" {b) Interest rate rigk {Continued)
1 3 1 Non-
Upto1 to3 to 12 to5 Over§ interest
month  months months years years  bearing Total

US$000 US$'000 USS'000 US$H000 US$'000 USHO00 USE000

As at 31 December 2017

Assets :
Cash and balances with banks 216,882 - - - - 234,647 451,529
Financial assets at fair value

through profit or loss - - 7,882 56,205 28858 - 92,945
Derivative financial instruments - - - - - 752 752
Amount due from intermediate ,

holding company - - - - - 705 705
Amount due from affiiates - - . - : - . - 78,411 78,411
Other assets 671 - - - - - 671

Total assets - 217,553 - 7,882 56,205 28,858 314,515 625,013

Liabilities
Deposits and balances from .

banks 27,054 . - - - - i0 27,064
Financial liabilities held for

trading - - 3,881 41,174 11,404 - 56,459
Derivative financial instruments - - - - - 837 837
Amount due to intermediate

holding company - - - : - - 1,482 1,482

© Amount due to affiliates - - - - - 14,357 14,357

Other liabilities 650 - - - - 2474 3,124

Total liabilities 27,704 - 3,881 41,174 11,404 19,160 103,323
Total interest sensitivity gap 188,849 - 4,001 15,031 17,454 295355

Sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates for non-derivative
instruments at the balance sheet date and the stipulated change taking place at the beginning of the financial
year and held constant throughout the reporting year. A 200 basis points change is used when reportin g interest
rate risk intemally to key management personnel and represents management's assessment of the possible
change in interest rates. If interest rate had been 200 basis points higherflower (subject to interest rate floor)
. and all other variables were held constant, the Company's profit before taxation for the year ended 31 December
2018 would increase/decrease by US$7,900,000/US$7,900,000 {2017: increase/decrease by
US$2,558,000/U8$2,559,000), respectively.
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4.1

411

Legal entity govemance (continued)

Market risk (continued)

(b) Interest rate risk (Continued)

Interest rate risk in banking books (“IRRBB")

In BASAL, Treasury provides funding to FICC investrment portfolio, the interest rate risks generated from
Treasury funding is hedged by funding received from BANA Head Office and BANA branches. BASAL has very
limifed IRRBB and this is subject to market risk limits that are monitored by CFQ Market Risk.

For exposure monitored by Market Risk limit, loans are assumed to be paid by maturity, no additional
measurement on prepayment. Deposit with no maturity are assumed next business day (no holiday
consideration) duration. However, BASAL has no customer oans and customer deposits positions.

(in US §'000) Eamings perspective Economic value perspective
Impact on
ovzar]rtrrlg?:'a xt Weighting Impact on
Time factor for economic value
. Net - 12 months A T
Time Band o weight e standardised if interest rates
Position A if interest . .
on earnings interest rate rise by
rates shock 200 basis points
rise by 200
basis points
next day (A) 394,711 1.897% 7.882 0.00% -
2 -7 days (B) - 1.975% | - 0.02% -
8days -1 month  (C) - 1.896% | - 0.10% : -
1 -3 months D) - 1.667% | - .0.32% -
3 - 6 months (E) - 1.250% | - 0.72% C-
8-12months _ (F) - 0.500% | - . 1.43% -
1-2yr @) i B R T : 2779 -
2-3yr (H) - 4.49% -
3-4yr )] - 6.14% -
4-5yr () - 7.71% -
" 5-7yr (K) - 10.15% -
7-10yr (L) - 13.26% -
10 - 15 yr (M) - 17.84% -
15-20yr (N) - 22.43% -
More t_h an _20_y_r__ {0) _ - 26.03% -
' Total (A fo F) 7,882 | Total (A to O) -
Total capital base at reporting date (P} 533,725
[Total{A to O)] ‘
Impact on economic value as % of total capital base ! (P) 0.00%
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4.1

4.1.2

Legal entity govemance {continued)

Credit risk-

In conducting its business activities, the Company is exposed to the risk that borrowers or counterparties may default on
their obligations to the Company. Credit risk arises through counterparty exposures on capital markeis transactions.

The Board of Directors of the Company has established procedures for reviewing and monitoring credit decisions adopted
and transactional activity, The Company also takes into account the requirements of the Hong Kong Banking Ordinance
and the guidelines issued by the Hong Kong Monetary Authority ("HKMA™) with respect to large exposures requirements.

(=) Credit risk measurement

For cash, placements with banks, external rating such as Standard & Poor's and Moody's rating are used for managing
the credit risk exposures.

(b} Risk limit control and mitigation policies

The Company maintains strict control limits on derivative position. At any one time, the amount subject to credit risk is
limited to the current fair value of instruments that are favorable to the Company together with the potential exposures
from market movement. The credit risk exposure arise from derivative exposure is managed as part of the overall lending
limits with customers. ) : -

Daily settlement [imits are established for each cdunterparty to cover the aggregate of all settlement risk arlsing from the
Company's market transactions on any single day.

{c) Maximum exposure to credit risk before collateral held or other credit enhancements

2018 2017

Us$'000 Us$'000

Cash and balances with banks 617,064 451,529

Financial assefs at fair value through profit or loss 4572 92,945

Derivative financial instruments - 752

Amount due from intermediate holding company 523 705

Amount due from affiliates 19,032 78411

Other assefs 5 671

631,196 625,013

At 31 December 2018 and 31 December 2017, there were no loans and advances to customers.
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4.1

4.1.2

Legal entity govemance {continued)

Credit risk {continued)
(d) Financial assets at fair value through profit or loss

The table below presents an analysis of financial assets at fair value through profit or loss by rating agency designation
for the respective issues at 31 December, based on Standard & Poor's ratings or their equivalent;

UsS$'o00
As at 31 December 2018
AAA -
AA- to AA+ -
A-to A+ -
B- to BBB+ ' 1,649
Lower than B- } _ .
Unrated 2,923
Total ' . ) 4,572
As at 31 December 2017
AAA . ' -
AA- to AA+ -
A-fo A+ ‘ 23,680
B- to BBB+ ' 50,288
Lower than B- 1,530
Unrated 17,447
Total . 92,945

At 31 December 2018 and 31 December 2017, there are no overdue nor indjvidually impalred financial assets at fair
value through prefit or loss. ‘

The Company's caunterparties are primarily highly rated financial institutions and the financial assets in the scope of
HKFRS 2 are typically short-dated. As a result, the probability of default, loss given default, or both are such that the
resulting ECL is not significant to the Company. Actual amounts written off during the year are also not significant to the
Company. In light of this, no further breakdown of the Company’s debtors by credit risk grade is considered necessary.
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4.1 Legal entity governance (continued)

4.1.2 Credit risk (continued)
(e) Concentration of risks of financial assets with credit risk exposure

The following table breaks down the Company's main credit exposure at their carrying amounts, as categarised by
geographical region as of 31 December. For this table, the Company has allocated exposures to regions based on the
country of domicile of its counterparties. Credit risk exposure by geographical sectors is classified according to the
location of counterparties after taking into account the transfer risk.

Asia North
Pacific America
excluding and South
Hong Kong  Hong Kong America Europe Total

Us§000 US§000 Us$'000 us$'oog US$'000

As at 31 December 2018

Cash and balances with banks 496,416 1,742 108,486 10,420 " 617,064
Financial assets at fair value
through profit or loss 2,514 1,549 105 404 4572

Derivative financial instruments - - - - -
Amount due from intermediate

holding company - . 523 - 523
Amount due from affiliates - - - . 9,032 9,032
Other assets - 3 2 - 5

As at 31 December 2017

Cash and balances with banks - 14 451,278 237 451,528

Financial assets at fair value ‘

through profit or loss 13,153 75,921 1,446 2,425 92,045
Derivative financial instruments - - 751 1 752
Amount due from intermediate

holding company - - 705 - 705
Amount due from affiliates . - - - 78411 78,411
Other assets - - 671 - 671
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4.1
413

Legai entity govemance (continued)
Liguidity risk
Liqu'idity risk is the risk that the Company is unable to meet its payment obligations associated with its financial liabilities

when they fall due and to replace funds when they are withdrawn. The consequence may be the failure to meet obligations
to repay depositors and fulfil commitments to lend.

(=) Liquidity risk management process

The Company's management of liquidity is conducted in accordance with the corporate strategy on liquidity and in
compliance with the rules, regulations and guidelines stipulated by the local regulatory autharity. The process, as carried
out within the Company and monitored by the Treasury unit, includes:

. Day-to-day funding, managed by monitoring future cash flows to ensure liquidity requirements can be met:

. Maintaining a portfolio of marketable assets that can easily be liquidated as protection against any unicreseen
interruption to cash flow;

. Monitoring balance sheet liquidity against internal and regulatory requirements;

. Management review on balance sheet profile and maturity gaps; and

. Reporting of non-compliance on intemal and regulatory requirements.
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4.1

413

Legal entity governance (continued)

Liquidity risk (continued)

()

(@

Funding approach

Sources of liquidity are regularly reviewed by the Treasury unit to ensure daily and expected funding requirement

can be fully met.

Non-derivative financial liabilities and assets held for managing liquidity risk
The table below presents the cash flows payable by the Company under non-derivative financial liabilities by
remaining contractual maturities at the balance sheet date. The amounts disclosed in the table are the contraciual
undiscounted cash flows, whereas the Company manages the inherent liguidity risk based on expected

undiscounted cash inflows.

At 31 December 2018

Deposits and balances from
banks

Financial liabilities held for
trading

Amount due to intermediate
holding company

Amount due to affiliates

Other liabilities

Assets held for managing
liquidity risk

At31 December 2017

Deposits and balances from
banks

Financial liabilities held for
trading

Amount due to intermediate
holding company

Amount due to affiliates

QOther liabilities

Assets held for managing
liquidity risk

1 3 1
Uptoi to3 to12 to5 Over 5
month  months  months years years Undated Total
US$000 USH000 USHOD0 US$000 USH000 US$000 US$H000
211 100,508 - - - - 100,719
- - 69 1,608 57 - 1,732
1,783 - - - - - 1,783
4,342 - - - - - 4,342
B} - 144 - - 1,564 1,708 -
6,336 100,508 213 1,606 57 1,564 110,284
594,578 51 278 35,814 470 5 631,186
10 27,054 - - - - 27,064
- - 3881 41174 11404 - 56,459
1,482 - - - - - 1,482
14,357 - - - - - 14357
650 2,273 113 - - 88 3,124
16,499 29,327 3,994 41,174 11404 88 102,486
531,316 - 7,882 56,205 28,858 - 624281
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4.1

4.1.3

4.2,

Legal entity govemance {continued)

Liquidity risk (continued)
©) Derivative liabilities

The table below analyses the Company's derivative financial instruments that will be settled on a gross basis into
relevant maturity groupings based an the remaining period at the balance sheet date to the contractual maturity
date. Contractual maturities are assessed to be essential for an understanding of the timing of the cashflows on
all derivatives. Some of the Company's derivatives are subject to collateral requirements. Cash flows for those
derivatives could occur earlier than the contractual maturity. The amounts discloses in the table are the
contractual undiscounted cash flows.

1 3 1
Upto1 to3 to12 to5 Over5 .
month  months  months years years Undated Total

US$000 USH00C US$000 USFHFO00 USS00C US$H000 US$H000
At 31 December 2018

Derivative financial
instruments:
Exchange rate contracts
- Outflow - - - - - - -
- Inflow - - - - - - -

At 31 December 2017

Derivative financial

instruments:

Exchange rate contracts

- Outflow ' 54,707 - - - . - 54707
- Inflow 53,956 - - - - - 53,056

Capital Management
The Cornpany’s objectives when managing capital are as follows:

. To comply with the capital requirement under the Banking (Capital) Rule of the Hong Kdng Banking Ordinance;

. To safeguard the Company’s ability to continue as a going cencern so that it can continue to provide retums to
shareholders and benefits of other stakeholders;
. To support the Company's stability and growth; and

. To maintain a strong capital base to support the development of its business.

The Hong Kong Banking Ordinance requires each bank or banking group to maintain a ratio of total regulatory capital to
the risk-weighted asset (the capital adequacy ratio) at or above the minimum of 8%.
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42

Capital Management (continued)

Capital adequacy and the use of capital are monitored daily by the Company's management. The Company applies an
internal trigger capital adequacy ratio which is well above the minimum statutory requirement as an indicator for managing
the capital adequacy. In addition, the Company will assess the impact on its capital adequacy ratio when there are new
products, new investments or any significant transactions.

The table below summarises the ratio and the composition of regulatory capital of the Company as at 31 December.

2018 2017
Capital adequacy ratios
Common Equity Tier 1 286.98% 163.05%
Tier 1 286.98% 163.05%
Total ' 286.98% 163.05%

The capital base used in the calculation of the above capital adequacy ratios as at 31 December and reported to HKMA
is analysed as follows: :

2018 2017
US§000 US§'000

Components of capital base:

Common Equity Tier 1:

Paid up ordinary share capital 491,442 491,442
Disclosed reserves _ 43 550 44,485
Profit and loss account ' - (620) (935)
Regulatory deductions B847) (145)
Total capital base ‘ 533,725 534 847

The capital adequacy ratios (including Commaon Equity Tier 1, Tier 1 Capital and Total Capital ratios) as at 31 December
208 and 31 December 2017 were calculated in accordance with the Banking (Capital) Rules (the “Capital Rules”) issued
by the HKMA under section 98A of the Hong Kong Banking Ordinance. HKMA has implemented Basel Il capital adequacy
requirements which became effective on 1 January 2014. In accordance with the Capital Rules, the Company has adopted
the “standardised (credit risk) approach” for the calculation of the risk-weighted assets for credit risk and the "basic indicator
approach” for the caleulation of operational risk. ‘

There were ragulatory deductions on the Company's Common Equity Tier 1 capital and the total capital base as at 31
December 2018 and 31 December 2017, representing valuations adjustments and deferred tax assets (refer to note 5
Composition of Regulatory Capital in the Supplementary financial information). There were no limits or minima applied to
the calculation of the capital base of the Company in accordance with the Capital Rules.

The Banking (Capital) (Amendment) Rules 2014 came into effect on 1 January 2015 to implement the Basel Ili capital
buffer requirements in Hong Kong. The changes include the phase-in from 2018 to 2019 of the Capital Conservation Buffer
("CCB™ which is designed to ensure banks build up capital outside periods of stress of 2.5% of risk-weighted assets, the
Countercyclical Capital Buffer ("CCyB") which is set on an individual country basis and is built up during periods of excess
credit growth to protect against future losses, and the Higher Loss Absorbency ("HLA") requirements for Domestic
Systemically Impertant Banks {"D-SIB"). On 14th January 2016 and 27th January 2017, the HKMA announced a CCyB for
Hong Kong of 1.25% and 1.875% of risk-weighted assets from 1 January 2017 and 1 January 2018 respectively under the
phase-in arrangements of Basel |1, equivalent to 2.5% once fully phased in. On 16th March 2015 and 31 December 2015,
the HKMA announced that the Company is not designed as a D-S1B in Hong Kong and is not required to establish risk-
weighted assets for HLA from 1 January 2016 under the phase-in arrangement.
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4.2

Capital Management (confinued)
The applicable CCyB ratio to the Company as at 31 December is as follows:

2018 2017

Countercyclical capital buffer ("CCyB") ratio 0.11% 0.21%

During the year, the Company has complied with all of the externally imposed capital requirements set by the HKMA.

Fair value of financial assets and liabilities

The fair value of financial instruments traded in an active market (such as publicly traded derivatives, and trading and
available-for-sale securities) is based on quoted market prices at the balance sheet date. The quoted market price used
for financial assets held by the Company is the current bid price; the appropriate quoted market price for financial liabilities
is the current ask price.

The fair value of financial instruments that are not traded in an active market (for example, over-the-counter derivatives) is
determined by using valuation technigues. The Company uses a variety of methods and makes assumptions that are hased
on market conditions existing at each balance sheet date. Other techniques, such as estimated discounted cash flows, are
used to determine fair value for the remaining financial instruments. The fair value of interest-rate swaps is calculated as
the present value of the estimated future cash flows. The fair value of forward foreign exchange contracts is determined

using forward exchange market rates at the balance sheet date.

a) The fair values of financial assets and liabilities not presented at fair value in the Company's statement of financial
position are estimated as follows: :

Cash and short term funds

The fair value of floating rate placements and ovemnight deposits is their carrying amounts. The estimated fair value of
fixed interest bearing deposits, which is normally less than one year, is based on discounted cash flows using prevailing
money-market interest rates for debts with similar credit risk and remaining maturity. Therefare the fair value is
approximately equal to its carrying value.

Piacements with banks
The estimated fair value of fixed interest-bearing deposits of banks without quoted market price Is based on discounted
cash flows using interest rates for new debts with similar remaining maturity. As they are normally less than one year,

their fair values are approximately equal to their carrying values.

Other assets and other liabilities

The carrying value of other assets and other liabilities approximates their fair value as these balances are generally short
term in nature and the associated credit risk considered to be insignificant.

b} Fair value hierarchy

HKFRS 13 specifies a hierarchy of valuation technigues based on whether the inputs to those valuation techniques are
observable or unobservable. Observable inputs reflect market data obtained from independent sources; unobservable
inputs reflect the Company’s market assumptions. These two types of inputs have created the following fair value
hierarchy: ’
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5. Fair value of financial assets and liabilities (continued)
b) Fair value hierarchy (continued}

Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level includes actively traded
securities.

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly {i.e. as prices) or indirectly (i.e. derived from prices). This level includes the majority of the OTC derivative
contracts. The sources of input parameters are Bloomberg and Reuters.

Level 3 = Inputs for the asset or liability that are not based on observable market data (i.e. unobservable inputs).

This hierarchy requires the use of observable market data when available. The Company considers relevant and
observable market prices in its valuations where possible.

Level 2
Us$'ooo
At 31 December 2018
Assets
Financial assets at fair value through profit or loss
Debt securities 4,572
Derivative financial instruments
Exchange rate contracts -
Total assets 4,572
Liabilities
Financial liabilities held for trading
Debt securities : 1,732
Derivative financial instruments ‘
Exchange rate contracts -
Total liabilities ' 1,732
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5. Fair value of financial assets and liabilities {(continued)

b) Fair value hierarchy {continued)

Level 2
USs$'000
At 31 December 2017
Assets
Financial assets at fair value through profit or loss
Debt securities ‘ 02,945
Derivative financial instruments
Exchange rate contracts . 752
Total assets . 93,697
Liabilities
Financial liabilities held for trading
Debt securities 56,459
Derivative financial instruments
Exchange rate contracts 837
Total liabilities 57,296

Thers were no transfers of financial assets or liabilities between levels of the fair value hierarchy classifications during the
years ended 31 December 2018 and 2017.

8. Net interestincome
2018 2017
US$'000 Uss'000
Interest income:
Placements with banks 8,176 3,178
Interest expense: .
Deposits and balances from banks {4778} (160)
Net interest income 3400 3,018
7. Fee and commission expense
2018 2017
US$'000 us§'coo
Securities custodian fees 66 46
Other fees paid 1 1
Fee and commission expense ‘ 67 47

No fee income and fee expenses, other than amounts included in determining the effective inferest rate, arlsmg from
financial assets or financial liabilities that are not held for trading nor designated at fair value.
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10.

Net trading (expense)/ income

Net foreign exchange gain/ (loss)

Interest income from financial assets at fair value through profit or

loss

Interest expense from financial liabilities held for trading
Net (loss)/gain from financial instruments at fair value through profit or

loss

Other operating income

Service fee income (note 24)
Others '

Operating expenses

Auditors' remuneration

Employee benefit expenses (note 11)
Directors' fees (note 12}

Legal and professional fees

Licence fee

Impairment loss of subsidiary
Service fee expenses

Others

36

2018
UsS$'000

1,563

6,252
(3,183)

(8,825)

(4,193)

2018
US$000

2018
US§'000

123
8,252
124
26

49
2,949
326

11,849

2017
US$000

(737)

1,210
(255)

34

252

2017
US$'000

1,158
374

1,529

2017
Us$'00o

&0
3,636
37

128
49
50,915
1,829
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11. Empioyee benefit expenses

2018 2017

us$'000 Us$'000

Wages, salaries and other staff costs 2,580 . 2,687
Share-based payments (note 13) 5615 893
Retirement benefit schemes contribution a7 22

Other post-employment benefits 10 34

8,252 3,838

As of 31 December 2018, staff related payable of US$22,000 (2017: US$34,000) is included in other liabilities.

12. Directors’ fees
2018 2017
US$000 US$'000
Fees 124 37
at E

Certain directors of the Company are members of stock option schemes and restricted stock plans which give them the
rights to acquire shares In BAC. During the year ended 31 December 2018, no stock and/ or stock option in respect of
their services to the Company was granted to the directors.

13. Share-based payments

The Company participates in several employee compensation plans managed by BAC, with awards being granted
predominantly from the Bank of America Corporation Key Employee Equity Plan ("KEEP").

Generally, one-third of the restricted stack units (“RSUs"} vest on each of the first three anniversaries of the grant date
provided that the employee remains continuously employed with the Company during that time.

The fair value of RSU was determined based on the price of BAC common stock at the date of grant. RSUs may be settled
in cash or in shares of common stack depending on the terms of the applicable award.

The Company granted 85,848 stock units at a grant price of $32.21 and 45,306 stock units at a grant price of $31.51, for a

total welghted average grant cost of $4,193,000. The compensatlon cost for the stock-based plans was US$5,615,000 and
US$893,000 in 2018 and 2017 respectively.
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13. Share-based payments (continued)
Other Stock Plans

The activities for non-qualified stock options granted under these plans far 2018 angd 2017 are presented below:

Weighted-

average

Options exercise

outstanding price

Qutstanding, at 1 January 2017 and 31 December 2017 23,980 US$564.69
Péid, forfeited or released from contingencies : - ‘ -
Expired 4 (23,980} | US$64.69

Transferred in - -
Qutstanding and exercisable as at 31 December 2018 - -

Exercisable as at 31 December 2017 . 23,980

Stock options cutstanding at the end of the year have the fol[owing expiry date and weighted average exercise prices:

2018 2017

Average Average

grant grant

exercise exercise

price in US$ Number  price in US$ Number

per share of options per share of options

Expiry date
2018 - - 54.69 23,880

- 23,980

No stock options were granted in 2018 and 2017,
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14,

(a)

(b}

Taxation
Hong Kong profits tax has been.calculated at the rate of 16.5% on the estimated assessable profit for the year.”

The amount of tax charged to the statement of comprehensive income represents:

2018 2017
us$'o00 Us$'o00
Current income tax;
- Hong Keng profits tax 382 (2)
Deferred tax
- Reversal of temporary differences (405) {147)
Taxation recovery (23) (149)

The tax on the Company's profit before taxation differs from the theoretical amount that would arise using the taxation
rate of the home country of the Company as follows:

2018 M7
uss$o00 us$'oo0
Loss before taxation (643) (1,084)
Calculated at Hong Kong profits tax rate of 16.5% (106) {179}
Tax effect:
Expenses not deductible for tax purposes - 21
Income not taxable for tax purposes (45) {8)
Tax losses for which no deferred income tax asset was recognised - 19
Utilization of tax loss brought forward (8) -
Temporary differences reversal - .
Foreign tax paid 133 -
Adjustment in respect of prior years 1 (2)
Taxation recovery (23} {149)

39




Banc of America Securities Asia Limited

Audited Annual Financial Statements for the year ended 31 December 2018

NOTES TO THE AUDITED ANNUAL FINANCIAL STATEMENTS

15.

16.

17.

Deterred income tax assets/ (liabilities)

Deferred taxation is calculated in full on temporary differences under the liability methed using a principal taxation rate of
16.5% (2017: 16.5%). The movement in the deferred income tax assets/ (liabilities) during the year is as follows:

Share-based
payment
Depreciation charge and
allowances accrual
UsS$000 US$'000
Beginning balance at 1 January 2017 2 -
Charge to the statement of comprehensive
income for the year - 147
Ending balance at 31 December 2017 (2) 147
Charge to the statement of comprehensive
income for the year - 405
Ending balance at 31 December 2018 (2) 552
Cash and balances with banks
2018
us$'c00
Demand balances with banks 122,248
Deposits at call 494,816
617,064
Financlal assets at fair value through profit or loss
2018
Uss$'o00
Unlisted debt securities, at fair value:
Government bonds 486
Corporate bonds 4,088
4,572

40

Total
Us$'oo0

(2)
147

145

405

550

2017
Us$'000

235,057
216,492

451,529

2017
Us$000

23,721
69,224

92,945
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18.

Derivative financial instruments
The Company uses the following derivative instruments for trading purpose.

Currency forwards represent commitments to purchase foreign and domestic currency, including undelivered spot
transactions.

Currency swaps are commitments to exchange one set of cash flows for another. Swaps result in an economic exchange
of currencies or interest rates or a combination of these. No exchange of principal takes place, except for certain currency
swaps. The Company's credit risk represents the potential cost to replace the swap contracts if counterparties fall to perform
their obligation. This risk is monitored on an ongoing basis with reference to the current fair value, a proportion of the
notional amount of the confracts and the liquidity of the market. '

The notional amounis provide a basis for comparison with instruments recognised on the balance sheet but do not
necassarily indicate the amounts of future cash flows Involved or the current fair value of the instruments and, therefore,
do not indicate the Company's exposure to credit or price risks. The derivative instruments become favourable (assets) or
unfavourable (liabilities) as a result of fluctuations in market interest rates or foreign exchange rates relative to their terms.
The aggregate fair values of derivative financial instrument assets and liabilities can fluctuate significantly from time to time.
None of the derivative financial instruments is subject to bilateral netting arrangement.

The fair values of derivative instruments held are set out below:

Notional Fair Value
amount Assets Liabilities
Us$o00 US$'000 Us$'000
At 31 December 2618
Derivatives held for trading
- Exchange rate contracts
Currency swaps - -
At 31 December 2017
Derivatives held for trading
- Exchange rate contracts
Currency swaps 132,968 752 (837)
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18.

19.

Derivative financial instruments (continued)

As at 31 Decembaer, the credit risk-weighted amounts of the financial derivative exposures entered during the year, are
shown on a gross basis as follows:

Credit risk
weighted amount
2018 2017
Us$'000 Us$'o00
Derivatives:
- Exchange rate ¢contracts
Currency swaps - 1,065

The contractual amounts of these instruments indicate the volume of transactions outstanding as at the balance sheat
date, they do not represent amounts at risk.

The credit risk-weighted amounts at 31 December 2018 and 31 December 2017 were computed in accordance with the
Banking {Capital) Rules of the Hong Kang Banking Ordinance. The amounts calculated are dependent upon the status of
the counterparty and the maturity characteristics of each type of contract.

Investment in subsidiary

US$000
Unguoted — at investment cost
At 1 January 2017 -
Capital contribution {note i} 271,442
Capital repatriation from subsidiary {note ii) (207,556)
Impairment loss recognized (note i) (50,915)
At 31 December 2017 and 31 December 2018 12,971

Note:

{ii ©On 1 August 2017, the Company's immediate holding company, BankAmerica Intemational Financial
Corporation, transferred and contributed its shares in BA Australia Limited of US$271,442,000 to the Company.

(i) On 1 August 2017 upon the capital contribution {(note i), BA Australia Limited repatriated its capital of
US$207,556,000 and distributed a dividend of US$50,915,000 to the Company.

(i) During the year, the directors assessed the recoverable amounts of investment in subsidiary by reference to
value in use, and determined that the cost of investment in subsidiary was impaired by $Nil (2017:
US$50,915,000).

Details of the Company's subsidiary at 31 December 2018 and 2017 are as follows:

Proportion of
nominal value of
issued capital held Place of Class of
Name of company by the Company incorporation share held Principal activities
2018 2017
BA Australia
Limited 100% 100% Australia Crdinary In the process of liquidation
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20. . Other liabilities
2018 2017
UsS$000 UsS$'000
Cther payable : 1,708 3124
21. Share capital
Number of
Shares Share capital
Us§coo
Ordinary shares, issued and fully paid:
At 1 January 2017 _ 110,000,000 220,000
Capital contribution (note 18) - 271,442
At 31 December 2017 and 31 December 2018 110,000,000 481,442
22. Other reserves
Share-based
payments
reserve
Us$000
At1 January 2017 and 31 December 2017 . 6,467
Directors' and employees' stocks and stock options granted ) -
At 31 December 2018 6,467

Share-based payments reserve is not available for distribution.
23, Balances with group companies

Included in the following balance sheet captions are balances with subsidiaries of BAC, the ultimate holding company.

2018 2017
Us$'000 USs$'000
Assefs

Cash and balance with bank
Demand balances with banks , ‘ 110,200 234,623
Depaosits at call 494 816 216,492
605,016 451,115
Derivative financial instruments - 752
Amount due from intermediate holding company 523 705
Armount due from affiliates _ 9,032 . 78,411
614,571 530,883
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23.

24,

(a)

Balances with group companies {continued)

Liabilities

Deposits and balances from banks ' 100,719 27,054
Derivative financial instruments ) - 837
Amount due to intermediate holding company ‘ 1,783 1,482
Amount due to affiliates - ' 4342 14,357

106,344 43,730

Related party transactions

In addition to balances with group companies as set out in note 23, the Co}'npany had the following material fransactions
with refated parties during the year:

Profit and loss

Note . 2018 2017
UsS$'000 Us$'000
Revenue )
Interest income on placements {i) 8,176 3178
Dividend income (i) - 50,915
Service fee income {iD)] 12,066 1,155
Other operating income (iv) - 374
Expenses
interest expense on deposits . (v) (4,776) (160)
Impairment loss of subsidiary (vi} - (50,915)
Service fee expenses {vii) (2,949) (1,829)
Note:

®

(i)
(iify

(iv)

v)

(vi}

The interest income was generated from placements with group companies. The interest rates are similar to that
which would normally apply to customers of comparable standing.

The amount represents dividend income from subsidiary.

Service fee income represents income received and receivable from supporting services provided to group
companies and income recognised when certain charges are accrued by the Company. Service fees are
caleulated in accordance with BAC Global Transfer Pricing Policy and are generally documented in service level
agreements entered into between the Company and other group companies.

During the year, the Company was aliocated by BAC the financial results of hedges entered into by BAC in
hedging the price risk of certain employee share-based awards of US$ NIL {2017: US$374,000). The allocation
was based on the Recharge Agreement as tlescribed in note 2.11. The amount was recognised as other
operating income in the statement of comprehensive income. ' '
The interest expenses were paid on deposits from group companies. The interest rates are similar to that which
would normally apply to customers of comparable standing.

The amount represents impairment loss of subsidiary.
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24,

(b)

25,

28,

27.

28.

Related party transactions (continued)

(vii) Service fee expenses represent expenses paid and payable for supporting services provided by group companies
and expenses recoghised when certain charges are accrued by the service provider. Service fees are calculated
in accordance with BAC Global Transfer Pricing Policy and are generally documented in service level agreements
entered into between the Company and other group companies.

The amounts paid to holding companies include amount charged under the Recharge Agreement described in note 2.11
for the Company's participation in the employee compensation plans. The fee is determined based on the change of the
fair value between the grant dates and the vesting dates for shares; and between the grant dates and the exercise dates
for opticns and the allocation of fair value for employees who rendered services to the Company and other group companies
during the life of the awards. The amount included in Service fze expense is a net service fee of US$59,000 (2017:
US$1,080,000).

Derivatives transactions

Note 2018 2017
uss$oao us$'000
Exchange rate contracts with group companies for frading
purpose (i - 132,968
Note:
(i Balances represent the contractual notional amount of the outstanding currency swap contracts entered into with

group companies. The terms of these contracts were entered in accordance with terms and conditions which
would apply to customers of comparable standing.

Key management compensation

Key management personnel include individual employees whose duties or activities in the course of their employment
involve the assumption of material risk or the taking on of material exposures on behalf of the Company.

Apart from the aggregated amount of directors’ emoluments as disclosed in nate 12 above, there were no other contracts
and transactions with key personnel during the year of 2017 and 2018.

Contingent lfabilities and commitments
At 31 December 2018 and 31 December 2017, the Company did not have any contingent liabilities and commitmeants.
Event after the reporting period

Subsequent to the reporting date, the Company received a cash distribution from its subsidiary as part of the en-going
liquidation process. No other material evenis have occurred up to the date of this report.

Approval of accounts

The accounts were approved by the Board of Directors on April 25, 2019,
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Key Prudential Ratios:

The following table provides an overview of the Bank's key prudential ratios,

Common Equity Tier 1 (CET1)

as at 31

Dec 2018

- 533,725

as at30
Sep
2018

531,002

as at 30
Jun 2018

528,503

as at 31 Mar
2018

534,259

as at 31
Dec
2017

534.846

Tier 1

533,725

531,002

529,503

534,259

534,846

Total capital

CET1 ratio (%)

533,725

531,002

529,503

534,259

n Total RWA _ 185,983 189,022 321,698 742,807 328,020

71.92

534 B46

163.05

Tier 1 ratio {%)

286.98

266.81

164.60

71.92

163.06

Total capital ratio (%

Capital conservation buffer reguirement (%)

0.21

9 Countercyclical capital buffer requirement (%) 0.1 0.17 0.47 0.62

Higher loss absorbency requirements (%) NA NA NA NA NA
10 {applicable only to G-SiBs or D-5IBs)
11 Total Al-specific CET1 buffer requirements (%) 1.99 2.05 2.35 2.80 1.46

CET1 available after meeting the Al's minimum

Total leverage ratio (LR) exposure measura

{amount USD'000) 644,717 649,089 792,838 1,622,747 639,693
LR (%) 82.78 81.81 £6.79 32,92 83.61
Applicable to category 1 institution only:

15 | Total high quaiity liquid assets (HQLA) NA NA NA NA NA®

18 Total net cash outflows NA NA NA NA NA

17 LCR (%) NA NA NA NA NA
Applicable to category 2 institution only:

17a | LMR (% 215,67 184.34 587.93 263.5'7 23,017.36
Applicable to category 1 institution only:

18 Total available stable funding ‘ NA NA NA NA NA

19 Total required stable funding NA NA NA NA NA

20 | NSFR (%) NA NA NA NA NA
Applicable to category 2A institution only: .

20a | CFR (%) NA _ NA NA NA NA
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The abova key regulatory ratios were calculated in accordance with the following Rules, where relevant, issued by the HKMA.
- Banking (Capital} Rules ("BCR"} :
- Leverage Ratioc Framework
- Banking (Liquidity) Rules {"BLR")

Risk Management Approach

BASAL has adopted the risk philosophy, processes and contrals of BAC, including the Risk Framework and Risk Appetite
Statement. Bank of America's risk management approach is appropriate given the Company's size, complexity, structure, activities
and risk profile. The following are the five components of our risk management approach:

e Risk culture: A culture that instills the importance of managing risk well, ensures appropriate focus on risk in all activities
and that risk is everyone's responsibility. It encourages the necessary mindset and behavior to enable effective risk
management and promote sound risk-taking within our risk appetite. Qur culture requires that risks are promptly identified,
escalated and debated, thereby benefiting the overall performance of the Company.

« Risk appetite: The Company's risk appetite statement defines the types and levels of risk the Company is willing to take
to achieve its objectives. It includes qualitative statements and quantitative measures, as appropriate.

« Risk governance: Qur risk governance framework serves as the foundation for the comprehensive management of risks
facing the Company. It outlines, among other things, clear ownership and accountability for managing risk across three
lines of defense: front line units, independent risk management and Corporate Audit.

» Risk data aggregation and reporting: Effective risk reporting provides a clear understanding of our risk profile. We
leverage our data and management information systems to achieve transparency and generate actionable insights.

» Risk management processes. Sound risk management includes processes to effectively identify, measure, monitor and
control risk. Risk management is both an essential component of our daily business activities and an integral part of our
strategic, capital and financial planning processes. BASAL employs a simple but effective risk management process,
referred to as IMMC: Identify, Measure, Monitor and Control.

The rigk appetite statement indicates the amount of capital, earnings or liquidity we are willing to put at risk to achieve our strateglc
objectives and business plans, consistent with applicable regulatory requirements. The risk appetite statements ensure that the
Company maintains an acceptable rigk profile that is in alignment with our strategic and capital plans. Risk appetite statements
provide a common framework and a comparable set of measures for senior management and the boards of directors to clearly
indicate the level of risk the Company is willing to accept. The risk appetite statements include both quantitative limits and
qualitative compenents that are reviewed and approved by the board of directors at least annually.

The Risk Appetite Statement is rooted in several principles:

« Overall risk capacity: BASAL's overall capacity to take risk is limited; therefore, it prioritizes the risks It takes. Our risk
capacity informs our risk appetite, which is the leve! and types of risk we are willing to take to achieve our business
objectives, '

« Financial strength to absorb risk: BASAL must maintain a sfrong and flexible financiat position so it can weather
challenging economic times and take advantage of growth opportunities. Therefore, BASAL sets objectives and targets for
capital and liquidity, that will permit the Company to continue to operate in a safe and sound manner at all times, including
under stressed market conditions.

» Risk-reward equation: Risks taken must fit BASAL risk appetite and offer acceptable risk-adjusted returns,

+  Acceptable risks: We consider all types of risk including those that are difficult to quantify, Qualitative guidance within the
risk appetite statements describes our approach to managing such risks in a manner consistent with our risk culture. For
example, actions considered in a line of business that unduly threaten the Company’s reputation should be escalated and
restricted appropriately.

«  SKills and capabilities: BASAL seeks to only assume risks that it can identify, measure, monitor and control.

The risk appetite statements quantitative framework is designed to articulate the risks we are willing to take and limit excessive risk
taking. It is comprised of limits indicating the amount of risk we are willing to take and metrics showing risk levels across legal entities
and lines of business. Risk Appetite metrics are expressed on an in-year and forward-looking basis, as appropriate, un der normal
and stressed macroeconomlic conditions. In addition, we maintain risk appetite metrics and limits related to material con centrations
to ensure appropriate visibility into risks that may manifest themselves across lines of business or risk types as part of our ongeing
efforts to ensure concentrations are effectively identifled, measured, monitored and controlled.
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" Rebust monitoring and reporting processes for limits are in place, with limit breaches triggering appropriate notification and escalation
based on ihe severity of the breach as defined by magnitude or frequency. Breach remediation plans include a written description of
the root cause, how a breach will be resolved and the timeline for remediation. Management and committees of the board of directors
monitor risk metrics relative to risk appetite limits and take action as necessary to proactively and effectively manage risk.

Integration with strategic, capital and financial operating plans and other processes:

Risk appetite Is set at least annually in conjunction with the strategic, capital, and financial operating plans to ensure risk appetite is
consistent with BASAL's strategy and financial resources. Line of business strategies and risk appetite are aiso aligned. Ongoing
reporting shows performance against the strategic plan, as well as risk appetite breaches for each of the lines of business. Risk
appetite is also considered within the New Product Review and Approval Policy and processes, within decisions around acquisitions
and divestitures, if any, and as part of compensation and performance management decisions.

The Company's Risk Appetite Statement encompasses the seven risk types described in the Risk Framework.
The risk appetite structure is comprised of qualitative narrative statements and a framework of guantitative metrics and limits,

The qualitative narrative statements describe BASAL's appetite for risk and establish the tone and structure for line of business and
subsidiary legal entity risk appetite:

Risk Type Risk Appetite Qualitative Summary Statements

Strategic We evaluate our capacity for risk and seek to protect our brand
and reputation, our financial strength and flexibility, the value
of our assets and the strategic potential of the Company.

Credit We maintain prudent underwriting standards with a focus on
client selection that allows us to deliver for customers and
shareholders througheout the credit cycle.

Market We manage our sensitivity to changes in interest rates and
market prices in order to deliver for customers and
shareholders at all times, including during times of volatility
and stress. ‘

Liquidity We ensure that Bank of America can meet expected or
unexpected cash flow and collateral needs under a range of
economic conditions.

Operational We manage operational risk to an overall residual risk level of
moderate across the company and within each business by
striving for operational excellence in everything that we do.

.|Compliance ‘ We have no tolerance for compiiance breaches. While minor
breaches may occur from time to time due to the scope of our
business, there is no excuse for substantive breaches at any
time.

Reputational We manage and control situations that could negatively impact
our reputation and brand. When reputational risk arises, we
aggressively manage it to preserve our brand and reputation.
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BASAL's risk appetite is heavily influenced and evidenced by our client selection criteria, which results in a high guality portfolic
mostly comprising multinational corporate clients, strong domestic and foreign financial institutions, and strong local corporate
clients. As a result, the Branch does not currently focus on retail and consumer clients, small to medium sized enterprises, project
finance, or real estate, which tend to carry higher levels of credit and other risks. .

BASAL's client selection criteria consist of the following characteristics: .

1. Global Multinational and Asian indigenous companies which maintain a significant global strategic and operating footprint
or whose cross border business flows leave us well positioned as a provider of operating, treasury, risk management, and
advisory solutions.

2. Companies with sophisticated corporate treasury and financing requirements, including the need to raise capital, in either
public ar private markets in capital markets covered by BAG, or hedging.

3. Companies who are leaders in the industries that they operate and require multiple product offerings and financial solutions.

4. Companies either currently or likely to be investors in or acquirers of offshore financial or strategic assets.

Our business will generally remain focused on the upper quartile of the corporate sector, as measured either by market capitalization,
revenue mix, market share, or governance and disclosure practices. Our client base will also include government, quasi-government,
and “national champions” whose economic or political significance in the domestic economy provide certain competitive advantages
and implied govemment support or sponsorship. Bank and non-bank financial institutions client selection guideline is aiso based on
FI's financial strengths, risk/ return criteria, and market position & size,

BASAL adheres to a risk governance framework that is designed by independent risk management and approved by the board of |
directors of BASAL. The risk governance framework includes delegations of authority from the board of directors or board
committees to management committees and executive officers as well as risk limits established for material activities to ensure the

Company operates within risk appetite.

Bank of America’s risk governance framework links multiple components te provide strong risk governance

~ Fonctional Roles
Risk Govaernance Three Lines of Defense
Principles 1 Front Line Unlcs

| mmdependent Risk Management

Policies, Standards, ;
Procedures and ] Corporate Audit
Procasses :

Routinies

‘"‘ Eseatating and yeporting "" Dolegations of authority

Bank of America's Risk Framework is reviewed at least annually by appropriate board-level committees, approved by the Enterprise
Risk Committee (ERC) and then recommended by the ERCs of BAC and the Covered Banks, and then recommended by the ERCs
to the boards of directors of BAC and the Covered Banks for approval. Any off-cycle changes to the Risk Framework deemed to be
significant by the Chief Risk Officer (CRO} must be reviewed by appropriate board-level committees, approved by the ERCs and
then recommended by the ERCs to the respective boards of directors for approval. Inmaterial changes (e.g. corrections, name
changes) may be approved by the CRO with no subsequent reporting to the boards of directors and their committees.
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As part of their oversight responsibilities, the respective boards of directors of BAC and the Covered Banks and their committees
exercise sound independent judgment to actively oversee risk-taking activities and hold management accountable for adhering to
the Risk Framework. The boards of directors conduct an annual seff-assessment that includes an evaluation of their eifectiveness
in meeting the requirements of the Risk Framework. Any changes in governance approved by the boards of directors may be reflected
in an updated version of the Risk Framework without additional approval of the Risk Framework by the board of directors.

Effective risk data management, aggregation and reporting are critical to provide a clear understanding of current and emerging
risks, as well as how these risks align with overall risk appetite and ability to quickly and effectively act upon them. BASAL achieves
transparency in risk reporting by understanding the current risk profile; leveraging data, information and analytlcs and by reporting
actionable insights and recommendations to appropriate levels of the Company.

Reporiing risk infermation and analysis to employees, senior management, the boards of directors and their committees |s a central
component of managing risk well,

Key objectives of our risk reporting efforts include:

+ Timely and actionable reporting — Reports that are accurate and comprehensive and provided with the appropriate
frequency to enable us to manage all material current and emerging risks and changing business needs, at all times.

Differentiation by audience — Reports that are tailored to meet the needs of their recipients and contain the information needed to
enable effective decision-making.

Overview of Risk Weighted Assets

The following table sets out the Banks’s risk-weighted assets (‘RWA") and the corresponding minimum capital requirements by risk
types.

Minimum
capital
RWA requirements
USD’000 uspe0o
As at As at As at
31 Dec 2018 30 Sep 2018 31 Dec 2018
1 Credit risk for non-securitization exposures 133,307 139,996 10,665
2 Of which STC approach 133,307 139,996 10,665
2a Of which BSC approach - - -
3 Of which foundation IRB approach - - -
4 Of which supervisory slotting criteria approach - - -
5 Of which advanced IRB approach - - -
6 Counterparty default risk and default fund contributions - 27 -
7 Of which SA-CCR - - -
7a Of which CEM p 20
8 Of which IMM({CCR) approach - - -
2] Of which other - 7 -
10 | CVARisk - - -
11 Equity positions in banking book under the simple risk- - - -
weight methed and internal models method
12 CIS exposures — LTA - - -
13 CIS exposures — MBA - - -
14 CIS exposures — FBA - - -
14a | CIS exposures — combination of approaches - - -
15 | Settlement risk - - -
16 Securitization exposures in banking book - - -
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Minimum
) capital
RWA requirements
usD'cog UsD'0ao
As at As at As at
31 Dec 2018 30S8ep2018 31 Dec 2018
17 Of which SEC-IRBA ' ‘ - - -
18 Of which SEC-ERBA - .- -
19 | Of which SEC-8A - - -
19a Of which SEC-FBA - - -
20 | Market risk ‘ 9,782 18,393 783
21 Of which STM approach . 9,782 18,393 783
22 Of which IMM approach - - -

23 Capital charge for switch between exposures in trading - - -
book and banking book (not applicable before the revised
market risk framework takes effect)”

24 | Operational risk 10,462 8,175 837
25 Amounts below the thresholds for deduction (subject to 32,432 32,432 2,595
250% RW)

26 Capital floor adjustment - - -
26a | Deduction to RWA - - -
26b | Of which portion of regulatory reserve for general banking - - -
risks and collective provisions which is not included in
Tier 2 Capital .
26¢ | Of which portion of cumulative fair value gains arising - - -
from the revaluation of land and buildings which is not
included in Tier 2 Capital

27 | Total : 185,983 |- 199,023 14,880

4. Prudent valuation adjustments

(a) {b) {c) (d) (e) . {9} (h)
W'ﬁgh_ Of which:
Equiy | ™erest | ex | Credit | Gommodities Total In the In the
rates . banking
trading book
In USD’000 book
Close-out ‘
1 | uncertainty, of which: t- - - 177 - 177 177 -
2 Mid-market value - - - 177 - 177 177 -
3 Close-out cosis - - - - - - - -
4 Congcentration - - - - ' - .- - L .
5 | Early termination - - - - - - - -
6 | Model risk - - - - - - - -
7 | Operaticnal risks - - - 9 . - a 9 -
Investing and funding _ | o N ‘
8 | Cost : B - - -
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{a) (b} () (d) (e) U] (g) (h
e, | Ofwhich:
Equi Interest . - ' In the
quity rates FX Credit Commodities Total In the banking
: trading
In USD’000 book bock
Unearned credit
9 | Spreads - -
Future administrative .
10 | Costs - - - - - -
11 | Other adjustments . - - (89) (89) (89)
12 | Total adjustments - - - a7 97 a7

Composition of Regulatory Cagﬁtal

5.1 Financial Statements and Regulatory Scope of Consolidation
For regulatory reporting purposes, the bank is required to compute its capital adequacy ratio and Ieverage raho an a solo
basis.
5.2 Capital Adequacy and Reconciliation of Regulatory Capital to the Financial Statement

The following table sets out the detailed composition of the Company's regulatory capital as at 31 Dec 2018.

Cross
Component of | reference to
uUsD'000 regulatory capital condensed
reported by Bank balance
: sheet
T e ”&vr! T Ei T 7 £ o
capital: instrimentsandreserves T e
1 Dlrecfly issued gualifying CET1 capital instruments plus any related share 491 442 )
premium
2 | Retained earnings 36,463 (2)
3 | Disclosed reserves 6,467 3)
4 Directly issued capital subject to phase out from CET1 capifal (only applicable Not applicable Not’ _
io non<oint stock companies) PPl applicable

Minority interests arising from CET1 capital instruments issued by

CET1 capital of the consolidation group)

§ i consolidated bank subsidiaries and held by third parties {amount allowed in

6 'CET1 capital before regulatory deductlons

Hthd

Valuatlon adjustments

8 | Goodwill (net of associated deferred tax liability)

9 | Other intangible assets (net of associated deferred tax liability)

10 | Deierred tax assets net of deferred tax liabilities

{4)

11 | Cash flow hedge reserve

approach

Excess of total EL amount over total eligible provisions under the IRB

53




Banc of America Securities Asia Limited

S'upplementary Financial Information (Unaudited)

30

I i

Qualifying AT1 capital instruments plus any related share premium

Cross
Component of | reference to
usD’000 regulatory capital condensed
reported by Bank balance
sheet
Credit-enhancing interest-only strip, and any gain-on-sale -
13 | and other increase in the CET1 capital arising from
securitization transactions
14 | Gains and losses due to changes in own credit risk on fair valued [iaﬁi[ities -
15 Defined benefit pension fund net assets (net of associated deferred tax
liabilities) -
16 Investments in own CET1 capital instruments (if not afready netted off paid-in
capital on reported balance sheet) -
17 | Reciprocal cross-holdings in CET1 capital instruments -
Insignificant capital investments in CET i capifal instruments issued by
18 | financial sector entities that are outside the scope of regulatory consolidation :
(amount above 10% threshold)
Significant capital investments in CET1 capital instruments issued by financial
19 | sector entities that are outside the scope of regulatory consolidation (amount B
above 10% threshold)
Morfgage servicing rights {net of assdciated deferred tax o - FNot
20 | yiabilties) Notapplicable | & hicable
Deferred tax assets arising from femparary differences {nst . 1 Not ™«
21 of associated deferred tax liabilities) Not applicable | applicable
) - azo N 1 Neot
(] N p .
22 .Amognt exceeding the 15% threshold Not applicable applicable.
of which: significant investments in the ordinary share of A ¢ Not - -
23 | financial sector entities. Not applicable applicable:
L o . i Not '
24 | of which: mortgage servicing rights Not applaqa.ble | applicable
L ! S . I " T Not
25 | of which: deferred tax assets arising from tempeorary differences Not applicable applicable
26 | National specific regulatory adjustments applied to CET1 capital -
26a Cumulative fair value gains arising from the revaluation of land and buildings
(own-use and investment properties) -
26h | Regulatory reserve for general banking risks -
26c | Securitization exposures specified In a notice given by the Monetary Authority )
264 Cumulative losses below depreciated cost arising from the institution’s
holdings of land and buildings . -
26e | Capital shortfall of regulated non-bank subsidiaries -
o6 Capital investment in a connected company which is a commercial entity
(amount above 15% of the reporting institution's capital base) -
27 Regulatory deductions applied to CET1 capital due to insufficient AT1 capital
and Tier 2 capital to cover deductions -
28 | Total reguiatory deductions to CET1 capital - -
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Cross
Component of | reference to
usp’ooo regulatory capital condensed
: reported by Bank balance
sheet
31 | of which: classified as equity under applicable accounting standards -
32 | of which: classified as liabilittes under applicable accounting standards -
33 | Capital instruments subject to phase out arrangements from AT1 capital ’
34 AT1 capital instruments issued by consolidated bank subsidiaries and held by -
third parties (amount allowed in AT1 capital of the consolidation group)
35 of which: AT1 capital instruments issued by subsidiaries subject to phase out
arrangemen!s B

T daauan wsm“
fé ‘5@55 i35 rg!wmumgggi

Investments in own AT1 capital instruments

38 | Reciprocal cross-holdings in AT1 capital instruments -
Insignificant capital investments in AT1 capital instruments Issued by financial

39 | sector entities that are outside the scope of regulatory consolidation (amount .
above 10% threshold)

40 - Bignificant capital investments in AT1 capital instruments issued by financial -
sector entities that are outside the scope of regulatory consolidation

41 | National specific regulatory adjustments applied ta AT1 capital -

42 Regulatory deductions applied to AT1 capltal due to insufficient Tier 2 capital
to cover deductions -

43 | Total regulatory deductaons to AT1 caplta[ S R e -

44 I'AT1 capltal SRR -

CApIal ISEUMEn IS ang Brovisions iy

Tiert capltal (Tler 1= CET1 * AT1)

e o

Qualifying Tier 2 capital instruments plus any related share premium

533,725

e

§. % 5;3;2? e : jz

T s;,Ea T

ital; regula

b B i Etﬁk i is%§ g 325&

Investments in own Tier 2 capital instruments

47 | Capital instruments subject to phase out arangements from Tier 2 capital
48 Tier 2 capital instruments issued by consolidated bank subsidiaries and held -
by third parties (amount allowed in Tier 2 capital of the consolidation group)
49 of which: capital instruments issued by subsidiaries subject to phase out
arrangements i
50 Collective impairment allowances and regulatory reserve for general banking
risks eligible for inclusion in Tier 2 capital -
51 | Tier2 capital béfore regulatory deductions -

Reciprocal cross-holdings in Tier 2 capital instruments
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Cross

Component of | reference to

usp’ooo regulatory capital condensed
reported by Bank balance

sheet

Insignificant capital investments in Tier 2 capital instruments issued by

(amount above 10% threshold)

54 | financial sector entities that are outside the scope of regulatory consolidation

55 | sector entities that are outside the scope of regulatory consolidation

Significant capital investments in Tier 2 capital instruments issued by financial

56 | National specific regulatory adjustments applied to Tier 2 capital

Add back of cumulative fair value gains arising from the revaluation of land
56a | and buildings (own-use and investment properties) eligible for inclusion in Tier

2 capital

533,725

186,983

286.98%

286.98%

286.98%

1.989%

65 | ofwhich: capital conservation buffer requirement

1.875%

66 | ofwhich: bank specific countercyclical buffer requirement

0.114%

87 of thch higher ioss absorbency reqwrement

0.00%

68
TEEBoR] s (A o e

smmf;z “ am

fm _|m méapltal fequ:rements

276.99%

L

K . Not
69 | National CET1 minimum ratio Not applicable applicable -
) ) - . " Not '
70 | National Tier 1 minimum ratio Not applicable applicable
..... Mo

71 | National Total cap|tal minimurm ratio

Inssgmﬁcant capital investments in CET1 capital instruments, AT1 capital
72 | instruments and Tier 2 capital instruments issued by financial sector entities
that are outside the scope of regulatory consolidation

applicable

73 sector entities that are outside the scope of regulatory consclidation

Significant capital investments in CET1 capital instruments issued by financial

74 | Mortgage servicing rights {net of associated deferred tax liability)

Not applicable

Not
applicable
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vision o

%ﬁi!& L

i xsms

Prov:smns eligible for |nclu5|on in Tier 2 in repect of

exposures subject to the BSC approach, or the STC
approach and SEC-ERBA, SEC-SA and SEC-FBA (prior to

application of cap)

wil

Cross
. Component of | reference to
usD’000 regulatory capital condensed
reported by Bank balance
sheet
Deferred tax assets arising from temporary differences (net of associated N Not
75 deferred tax hablllty) Y Not applicable applicable

Cap on inclusion of provisions in Tier 2 under the BSC
approach, or the STC approach, and SEC-ERBA, SEC-SA

and SEC-FBA

Provisions eligiblé for inclusion in Tier 2 in respect of
exposures subject to the IRB approach and SEC-IRBA (prior

to application of cap)

Cap for inclusion of provisions in Tier 2 under the IRB approach and SEC-

IRBA

3 ‘:‘ imiif’? ﬂ)?fé?% HRTHE ‘ 5
i 'él!%ytﬁxm i3 n'cn:mu:s maxbt] A

redemptions and maturities)

80 | Current cap on CETT caprta! instruments subject fo phase out arrangements Not applicable gl;;ﬁ cable
| 81 :;:;o;:;tt ﬁggged- from CET1 due to cap (exceés over cap after redempfions | Not applicable ;]:;ﬁcable
82 | Current cap on AT1 capital instruments subject to phase out arrangements i
83 Amount faxc!uded from ,'A\'T1 capital due to cap (excess over cap after -
redempfions and maturities)
84 | Current cap on Tier 2 capital instruments subject fo phase out arrange;nenrs )
85 Amount excluded from Tier 2 capital due to cap (excess over cap after -

5.3 Differences between Accounting and Regulatory Scopes of Consolidation and Mapping of Financial Statement
Categories with Reguiatory Risk Categories

As at 31 Dec 2018
Carrying Carrying values of items:
values as .
Carrying . not subject to
repic:]ded values subiect to subject to subject to Sl;l:;er;;tto capital
published of creéit risk counterparty risk requirements
financial regulatory | tramework credit risk securitizatio framewor or subject to
| exposures framework n framework deduction
statement . k . .
In US$ 000" s rom capital
Assale T SR Dt oy BUE T EESTEEETE ki
Cash and balances 617,064 617,064 617,064 - - - -
at central banks
Financial assets at 4,572 4,572 - - - 4,572 -
fair value through
profit or loss
Derivative financial - - - - - - -
instruments - .
Investment in 12,971 12,971 12,971 - - - -
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As at 31 Dec 2018

Carrying Carrying values of items:
values as .
Carrying . not subject to
repionrted values subject to subject to subject to Sl;?é?:;tto capital
published of credit risk counterparty the risk requirements
financial Tegulatory framework credit risk securitizatio framewor or su bjept to
statemant exposures framework n framework K deducthn
in US$ 000" s from capital
Amount due from 523 523 523 - - - -
intermediate holding :
company
Amount due from 9,032 9,032 9,032 - - - - -
affiliates
Current income tax - - - - ' - - -
assets
Deferred income tax 550 550 - - - - 550
assets s
Other asseis 5 5 5 - - - -
Total assets 644,717 644,717 839,595 - - 4572 550
- Liabilities: il
Deposits and 100,719 100,719 - - - - -
halances from
banks :
Financial liabilities 1,732 1,732 - - - 1,732 -
held for trading :
Derivative financial - - - - - - -
instruments
Amount due o 1,783 1,783 - - - - -
intermediate holding
company :
Amount due to 4,342 4,342 - - - - -
affiliates
Current income tax 81 61 - - - - -
liabilities
Deferred income tax - - - - - - -
liabilities ) '
Other liabilities 1,708 1,708 - - - - -
Total liahilities 110,345 - - - 1,732 -

110,345

The above table shows the mapping of financial statement categories with regulatory risk categories; the amounts shown in the

~ column *Carrying values under scope of regulatory exposure” do not equal to the sum of the amounts shown in the remaining
columns for “Derivatives financial instruments” as it is subjected to regulatory capital charges in counterparty credit risk and market
risk categories.

5.4 Main Sources of Differences between Regulatory Exposure Amounts and Carrying Values in Financial Staternents:

(a) {b) © (d)- (e)
ltems subject to; ]
\ Total credit risk securitization countgrparty market risk
In US$ 000 framework framework credit risk framework
framework
1 | Assets carrying value 644,717 639,505 - - 4,672
2 | Lisbilities carrying value (110,345) - - - 1,732
3| Total net value 534,372 639,505 - - 2,840
4 | Off-balance sheet - - - - -
"5 | Exposure amounts 534,372 630,595 - - 2,840
considered for regulatory
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(@) W | @ | () (e)
ltems subject to:
In US$ 000" Total credit risk securitization c%fgé‘irﬁzgy markat risk
framework frameawork framework framework
| purposes

Explanations of differences between accounting and regulatory exposure amounts

The key differences between regulatory exposure amounts and accounting carrying value is the potential future exposures arises
from derivatives.

5.5 Main Features of Capital instruments

The following is a summary of main features of the Company's issued Common Equity Tier 1 (“CET1") capital instrument cutstanding
as at 31 Dec 2018.

The Company did not have Additional Tier 1 or Tier 2 capital lnstruments as of 31 Dec 2018,

- Banc of America’
1| Issuer : ' 'Secunt:es ASJE lelted

2 | Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for private placement)
3 | Governing law{s} of the instrument
Regulalory treatment

Transitional Basel lll rules

Post-transitional Basel lll rules

Eligible at solo/group/group & solo

Instrument type (types to be specified by each jurisdiction)
Amount recognized in regulatory capital (Currency in million, as of most recent reporting
date)

9 | Par value of instrument
10 | Accounting classification
11 | Original date of issuance
12 | Perpetual or dated

L N R e ) (2 T

13 Original maturity date
14 | Issuer call subject to prior supervisory approval
i5 Optional call date, contingent call dates and redemption amount
16 Subseqguent call dates, if applicable
Coupons / dividends
17 Fixed or floating dividend/coupon
18 Coupon rate and any related index
19 Existence of a dividend stopper
20 Fully discretionary, partially discretionary or mandatory
21 Existence of step up or other incentive to redeem
22 Noncumulative or cumuliative
23 | Convertible or non-convertinle
24 If convertible, conversion trigger (s)
25 If convertible, fully or partially
28 If convertible, conversion rate
27 If convertible, mandatory or optional conversion
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28 If convertible, specify instrument type convertible into

29 if convertible, specify issuer of instrument it converts into
30 | Write-down feature

31 If write-down, write-down trigger(s)

32 If write-down, full or partial

33 If write-down, permanent or temporary

34 If temporary write-down, description of write-up mechanism

Position in subordination hierarchy in liquidation (specify instrument type immediately senior
to instrument)

36 | Non-compliant transitioned features
37 | If yes, specify non-compliant features

35

6. Countercyclical Capital Buffer

6.1 Geographical breakdown of RWA related to Credit Exposures used in the Countercyclical Capital Buffer Ratio

As at 31 Dec 2018

Geographical Applicable RWA used in Al Specific CCyB ratio] CCyB amount
breakdown by ) . JCCyB ratioin |computation of CCyB
Jurisdiction {J) effect ratio
% UsSs'ooo % UsS$000
M Australia 0.00% 32,432
China 0.00% 3,115
3 Hong Kong SAR : 1.88% 2362
West Indies UK {includes
Anguilla, Antigua and Barbuda,
British Virgin Islands, Montserrat 0.00% 722
and St. Christopher/St. Kitts
4 Nevis)
5 Cayman Islands 0.00% 139
6 United States 0.00% 105
7 Singapore 0.00% 90
8 United Kingdom ) 1.00% 17
Sum S 38,982
Total _ Con 38,982

7. Leverage Rafio

7.1 Summary Comparison of Accounting Assets against Leverage Ratio (“LR”) Exposure Measure

Total consolidated assets as per published financial statements 644,717
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Adjustment for investments in banking, financial, Insurance or commercial entities that are
consolidated for accounting purposes but outside the scope of regulatory consolidation

Adjustment for fiduciary assets recognized on the balance sheet pursuant to the operative
accounting framework but excluded from the leverage ratio exposure measure

4 | Adjustments for derivative Contracts

5 | Adjustment for securities financing transactions {i.e. repos and similar secured lending)

Adjustment for off-balance sheet items (i.e. conversion to credit equivalent amounts of off-
balance sheet exposures)

Adjustment for specific and collective provisions that are allowed to be excluded from
exposure measure '

7 | Otnher adjustments

8 | Leverage ratioc exposure measure

644,717

7.2 Leverage Ratio (“"LR")

On-balance sheet exposures

1 | On-balance sheet items {excluding derivatives and SFTs, but including collateral) 644,717 637,563

2 | Less: Asset amounts deducted in determining Tier 1 capital - -

3 | Total on-balance sheet exposures (excluding derivatives and SFTs) 644,717 637,563
' Derivative exposures ' '

4 | Replacement cost associated with all derivatives transactions’ - 800

5 | Add-on amounts for PFE associated with all derivatives transactions - 1,330

Graoss-up for derfvatives collateral provided where deducted from the balance
sheet assets pursuant to the operative accounting framework

Less: Deductions of receivables assets for cash variation margin provided in
derivatives transactions

8 | Less: Exempted CCP leg of client-cleared trade exposures

9 | Adjusted effective notional amount of written credit derivatives
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Less: Adjusted effective notional offsets and add-on deductions for written credit

10

derivatives
i1 | Total derivative exposures - 2,130
" Securities financing transaction exposures . o L ' .
12 | Gross SFT assets (with no recognition of netting), after adjusting for sales - -

accounting transactions

13 | Less: Netted amounts of cash payables and cash receivables of gross SFT assets

14 | CCR exposure for SFT assets - -

15 | Agent transaction exposures

16 | Total securities financing transaction exposures

Other off-balance sheet exposures

17 | Off-balance sheet exposure at gross notional amount . ' -

18 | Less: Adjustments for conversion to credit equivalent amounts

18 | Off-balance sheet items T -
' ' _Capital and total exposures- : o -

20 "Tier16apita| . N 533,725 — 534,846

20a | Total exposures before adjustments for specific and collective provisions 644,717 639,693

20b | Adjustments for specific and collective provisions - - -

21 | Total exposures after adjustments for specific and.collective provisions 644,717 639,693
B Leverage ratio- - - - a -

22 [ leverage ratio | 82.78% | 83.61%

Ligquidity risk management

Liquidity risk is the inability to meet expected or unexpected ¢ash flow and collateral needs while continuing to support the businesses
and customers under a range of economic conditions.

In BASAL, each of the Front Line Units (“FLU's") are accountable for managing liquidity risk by establishing appropriate processes
to identify, measure, monitor and control the risks associated with their activities. Global Risk Management provides in dependant
oversight of FLU activities.

The BASAL Asset and Liability Committee ("ALCO") reports to the BASAL Board of Directors {("BASAL Board"), and is responsible
for providing management oversight and certain approvals of (or recommending to the BASAL Board, the Asia Pacific Regional Risk
Committee or other committees, as appropriate} balance sheet, capital, liquidity management and stress testing activities for BASAL.

The Bank of America Corporation Liquidity Risk Policy (“BAC LRP"} establishes requirements and accountabilities for managing
liquidity risk at BAC and its Subsidiaries. The BAC LRP permits subsidiary-specific liquidity risk policies as deemed necessary by
regulatory requirement. The BASAL LRP is established to provide the overarching governance, controls and risk management
practices to monitor and manage liquidity risk across BASAL and is approved by the BASAL Board. The BAC LRP and BASAL LRP
determine the approach to liquidity risk management and combined with local liquidity risk limits define the overall liquidity risk
tolerance for BASAL. :

BASAL parform periodic liquidity reperting enables risk monitoring and appropriate risk escalation, which includes defined protocols
for limit breaches and emerging risks and issues. Regular liquidity risk reports are sent to the ALCO.
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BASAL has foreign currency liquidity management strategy documented and reviewed at the local ALCO. The document highlights
how different products are funded, including its source, currency, funding instrument, funding tenor, and funding source
concentration, -

For liquidity risk mitigation, BASAL has below Key components:

« TheBASAL LRP, which formally articulates the principles for managing liquidity risk within BASAL, including requirements
for internal stress testing, limits and early warning indicators, reporting and monitoring, roles and accountabilities and
regulatory requirements;

»  Liquidity risk limits, established by CFO Risk APAC and approved based on internal procedures, requiring BASAL to
maintain sufficient excess liquidity resources and to comply with regulatory requirements; and

= The BASAL contingency funding plan {"BASAL CFP"), which details managements strategy to address potential liquidity
shortfalls during periods of stress. .

BASAL has an intemal liquidity stress testing approach for monitoring and measuring liquidity stress impacts across several time
horizons. It has severe scenarios that incorporate market wide and Company-specific events. The stress tests are used to monitor
and analyze the level of cash inflows and outflows including contractual and contingent flows, and to estimate the LMR position
during a stress event. The results are reviewed by ALCO regularly.

BASAL CFP is the entity’s ALCO's as well as management's strategy and procedures to address potential liquidity shortfalls during
periods of stress. The plan includes an inventory of key indicators monitored to detect potential emerging liquidity stress, procedures
for activating and deactivating the BASAL CFP, and quantitative analysis of actions that may be taken to raise cash during various
liquidity stress environments.,

BASAL has reviewed and approved via the local ALCO Short Term and Long Term Cash Flow forecast assumptions which highlights
the customized tools and methodolegies at which BASAL's balance sheet and cash flow are projected.

For Liquidity exposure and funding, BASAL has quarterly process of forward looking forecasts of balance sheet by product, by
currency, and by business line allows determination of liquidity exposures and funding needs for BASAL. BASAL relies on funding
from the Parent and its centralized liquidity pool. The entity performed an assessment to demonstrate sufficiency, availability and
transferability of funds from Head Office to meet liquidity needs in Hong Kong in a timely manner.

BASAL’s analysis of on- and off-balance shest items by remaining maturity and the resultant liquidity gaps as at 31% December 2018
is show as follow:

Repayable Upioy ito3 3tozn 1103 Overs
oh demand month months months years years Undated Total
. Us$ooe  US¥oco  US$ooo  USSono Us$'ooo  USSooo  US$ooo  USSoco
As at 315t December 0p18
Asseis .
Cash and balantes with banks 122,248 462,482 - - 32,333 - - 617,064
Financial assets at fair value throngh profit or loss - 202 5L 278 3,481 470 - 4,572
Derivative financial insiruments . - - - - - - - -
Amount due from intermedizte holding company - 323 - - - - 522
Amount due from afffliates ) - 0,032 - - - - - 9,032
Other assats - - - - - - 3 3
Tota} assets 120,248 472,330 5L 278 35814 470 ° 3 631,106
Liahilities
Deposits and balances from banks - 21t 100,508 - - - .- 100,710
Financial liabilities held for trading - - ' - &g 1,806 37 - 1,732
Derivative financial instruments - - - - - - - -
Aamount doe to intermediate holding company - 1,783 - - - - - 1,783
Amonnt doe to affiliates - 4,342 - - - - - 4,342
Other liabilities ' - - - 144 - - 1,564 1,708
Total Habilities - 6,335 100,508 213 1,606 57 1,564 115,284
et Higuidity zap 22248 465004  (:00457) b3 34,208 413 (1559) 520,00
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Interest rate risk in banking books

In BASAL, Treasury provides funding to FICC investment portfalio, the interest rate risks generated from Treasury funding is hedged
by funding received from BANA Head Office and BANA branches. '

BASAL has very limited IRRBB and this is subject to market risk limits that are monitored by CFO Market Risk.

For exposure menitored by Market Risk limit, loans are assumed to be paid by maturity, no additional measurement on
prepayment. Deposit with no maturity are assumed next business day (no holiday consideration) duration. However, BASAL has no
customer loans and customer deposits positions.

{in US $ '000) Eamings perspective Economic value perspective
I";F;i?tt;g ne:;? T;?s Welighting Impact on
Net Time months _ factor for economic value
Time Band Position weight if interest rates standardised if interest rates
on earnings rise by 200 basis interest rate rise by
ye shock 200 basis points
poinfs
next day (A} 394 711 1.907% 7.882 0.00% | -
2 -7 days B8) - 1.975% - 0.02% | -
8 days - 1 month (C) - 1.896% - 0.10% | -
1 - 3 months D) - 1.667% ] - 0.32% | -
3 -6 months (E) - 1.250% - 0.72% | -
& - 12 months {F) - 0.500% - 1.43% | -
1-2yr ) - 277% | -
2-3yr H) - 4.49% | -
3-4vyr ()] - 6.14% | -
4-5yr [A)] - 7.71% | -
5-7yr (K) - 10.15% | -
7-10yr (L) - 13.26% | -
10-15yr (M) - 17.84% ; -
15-20yr (N} - 22.43% | -
__Morethan 20yr (0} - 26.03% | -
: : Total (A to F) 7,882 Total (Ato O) | -
Total capital base at reporting date {P) 533,725

Impact on economic value as % of total capital base [Total(A to Q)] / {P) 0.00%
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Credit Risk

10.1 Qualitative Disclosures

@) General Information Pisclosures

Credit risk in BASAL primarily arises from its trading activities:
* Holding of debt securities issued by govemment, corporates or financial institutes
s  Counterparty credit risk exposures arising from FX and interest rate hedgmg activities (traded intemally via OTC or
exchange traded platform)
.+ Due from placements or repo transactions with financial Institutions

Credit risk arising from holding of debt securitiss are approved based on grid limits subject to any statutory large exposure limit and
concentration limit approved by the Board for exempt exposures from time to ime.
BASAL will be required to comply with these BASAL Grid Limits as well as the Global Issuer Grid Limits under the Core Credit Policy,
which may be more restrictive,

BAC manages credit risk within its risk appetite utilizing three processes:

+  Creditstrategy and origination. To align each credit decision with our strategic goals, BAC has established a comprehensive
credit risk strategy and developed credit processes to provide for the efficient execution of that strategy. This strategy
enables the setting and enforcement of different limits by business, segment, country or risk type at origination so that
actual risk exposures are maintained within approved risk tolerances.

»  Credit porifolic management. Once credit has been extended, processes are in place to monitor credit risk exposures at
both the individual and portfolio levels, as well as to actively manage the porticlio to achieve desired risk and retum goals.

+  Loss mitigation. At times, our borrowers and counterparties do not fulfil their obligations and we must take steps to mitigate
and manage our losses. We have stringent processes to appropriately handle nonperforming loans

Given the approved product scope of BASAL, the focus of credit risk management is on issuer risk arisen from band trading,
corporate debt, credit default swaps and other credit derivatives. Issuer risk exposure measures the value of securities held via
trading activities or balance sheet management activities. Exposure is typically calculated daily at fair market value on an aggregate
basis per issuer. Net long positions are managed against the issuer risk limit.

BASAL Grid Limits specifying maximum issuer risk exposures for BASAL on certain sovereigns, investment grade and non-
investment grade names are set up and monitored by Global Market Risk Management — Asia (‘GMRM Asia”). BASAL will be
required to comply with these BASAL Grid Limits as well as the Glabal Issuer Grid Limits under the Core Credit Policy, whlch may
be more restrictive.

(b} Credit Risk Mitigation
At 31 December 2018, the Company did not apply credit risk mitigation technique for credit risk capital calculation.
(¢) Use of ECAl ratings

BASAL calculates credit risk by using STC approach.

The risk-weight for an exposure is determined based an ECA ratings assigned by external credit assessment institutions (ECAIs)
recognized by the HKMA. Each of the six ECAI ratings based portfolios has its own risk-weighting framework under which risk-
weights are mapped to a scale of Credit Quality Grades represented by the numerals 1to 5 or 1 to 8, as the case may be.

ECAls recognized by the HKMA and used by BASAL are Standard & Poor's Rating Services (S&P), Moody's Investors Service
(Moody's) and Fitch Ratings {Fitch). BASAL nominate for each of the ECAI ratings based portfolios, one or more than one ECAI the
credit assessment ratings issued by which will be used for the purposes of deriving risk-weights for the exposures in the ECAI ratings
based portfolios.
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The ECAI(s) nominated for an ECAI ratings based portfolio should (taken collectively if mare than one ECAl is nominated} issue a
range of credit assessment ratings which provides a reasonable coverage to the counterparties and the geographical reglons In
relation to the exposures falling within that portfolio. BASAL use the ratings of the nominated ECAI(s) within each of the portiolios

consistently.

10.2 Quantitative Disclosures

The Company uses the standardized approach fer calculation of credit risk.

"At 31 Dec 2018, the Company did not have any loans, debt securities and off-balance sheet exposures for subjected to credit risk

capital.

10.3 Credit risk exposures and effects of recognized credit risk mitigation ~STC approach

In US $°0C0
As at 31 Dec 2018 '
Exposures pre-CCF and ' | Exposures post-CCF and post- RWA and RWA
pre-CRM CRM density
E classes On-balance Offbalance On-balance sheet 0FFbalance RWA dzr;Arty
xposure sheetamount | shestamount amount sheet amount %)
Sovereign exposures 3 - 3 - - -
2 PSE exposures - - - - - -
2a Of which: domestic PSEs - - - - - -
2b Of which: foreign PSEs - - - - - -
3 Multilateral development - - - - - -
bank exposures o
4 Bank exposures 617,866 - 617,866 - 133,291 22
5 Securities firm exposures - - - - - -
6 Corporate exposures - - - - - -
7 CIS exposures - - - - - -
8 Cash items - - - - - -
9 Exposures in respect of i - 1 - 16 | 1250
failed delivery on .
transactions entered into on
a basis other than a delivery-
versus-payment basis
10 Regulatory retail exposures - - - - - -
11 Residential mortgage loans | - - - - - -
12 Other exposures which are 12,973 - 12,873 - 32,432 250
not past due exposures
13 Past due exposures - - - - - -
14 Significant exposures o ‘- - - - - -
commercial entities
15 Total 630,843 - 630,843 - 165,739 26
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10.4 Credit risk exposures by asset classes and by risk weights - for STC approacﬁ

In USS '000

As at 31 Dec 2018

Risk Weight

Exposure class

0%

10%

20%

35%

50%

75% 100%

150%

250%

Others

Total
credit risk
exposures

amount
(post CCF
and post

CRM)

Sovereign
exposures

PSE exposures

2a

Of which:
domestic PSEs

2b

Of which: foreign
PSEs

Multilateral
development bank
EXpOSUTES

Bank exposures

585,472

32,394 - -

617,866

Securities firm
exposures

Corporate
exposures

CIS exposures

Cash items

Exposures in
respect of failed
delivery on -
transactions entered
into on a basis other
than a delivery-
versus-payment
basis

10

Regulatory retail
exposures

11

Residential -
mortgage loans

12

Other exposures
which are not past
due exposures

12,973

13

Past due exposures

14

Significant
exposures to
commercial entities

15

Total

585,472

32,394 -

12,973

630,843
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Counterparty Credit Risk
11.1 Qualitative Disclosures related to Cbunterparty Credit Risk

Counterparty Credit Risk is defined as the risk that a counterparty could default before the final settlement of the cash flows of
derivatives or securities financing transactions.

Pre-settlement credit risk for traded products arising from a counterparty potentially defaulting on its obhgatlons is quantified by
evaluation of the market price, plus potential future exposure.

Issuer default risk that may also arise from derivatives, notes and securities are generally measured based on Jump-to-default

. computations.

BASAL is governed by the HK Banking Ordinance and BAC's Global Core Credit Policy which actively manages concentrations in
relation to the credit risk it undertakes by placing limits on the amount of risk accepted. Limits are reviewed annually or more
frequently when considered necessary. Actual exposures against limits are monitored regularly. In addition, BASAL must comply
with HKMA's large exposure limits in relation to non-exempt exposures. A cluster limit is also set up and approved by the Board

_ from time to time.

Country Limits
» Couniry Limits set the maximum amount of exposure which BAC is willing to take in each country outside the United States

where It conducts or intends to conduct business. These limits reflect a balancing of several considerations including the
country's risk rating, BAC's Risk Appetite, the business strategy guiding BAC’s activities in the country, and the desire to
support the business needs of its customers.

» Country Limits are reviewed and approved annually by the Regional Risk Commitiee ("RRC") and the Country Risk
Committee (‘CRC"). The Country Risk Group facilitates the annual review of limits and presents annual limit
recommendations to the RRC arid CRC for approval.

BASAL has no guarantees and other forms of credit risk mitigation.

Given the approved product scope of BASAL, the focus of credit risk management is on issuer rigk arisen from bond tradmg,
corporate debt, credit default swaps and other credit derivatives. Issuer risk exposure measures the value of securities held via
trading activities or balance sheet management activities. Exposure is typically calculated daily at fair market value on an aggregate
basis per issuer. Net long positions are managed against the issuer risk [imit.

'BASAL Grid Limits specifying maximum. issuer risk exposures for BASAL on certain sovereigns, investrent grade and non-

investment grade names are set up and monitored by Global Market Risk Management — Asia ("GMRM Asia”). BASAL will be
required to comply with these BASAL Grid Limits as well as the Global Issuer Grid Limits under the Core Credit Policy, which may
be more restrictive.

11.2 Quantitative Disclosures

(a) Counterrﬁarty default risk exposures (other than those to CCPs) by asset classes and by risk weights — STC approach
At 31 Dec 2018, the Company did not have any Counterparty default risk exposures.

{b) Composition of collateral for counterparty default risk exposures (including those or contracts or transactions cleared through
CCPs) :

At31 Dec 2018, the Company did not have any composition of collateral for counterparty default risk exposures.
(c} Credit-related derivatives contracts

At31 Dec 2018, the Company did not have any credit-related derivatives contracts.

(d) Exposures to CCPs.

At31 Dec 2018, the Company did not have any exposures as clearing member or client to
qualifying and non-gualifying CCPs.
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Securitization Exposures

At 31 Dec 2018, the Company did not have any Securitization Exposures.
Market Risk
13.1 Qualitative Disclosure

Market risk is the risk that changes In market conditions may adversely impact the value of asset or liabilities or otherwise negatively
impact eamings. Market risk is inherent in the financial instruments associated with the operations and activities engaged by BASAL
and its market risk exposures emanates primarily from its Global Markets business.

Key market risk exposuras are assessed at both specific and aggregate levels. At the specific level, market risk sensitivities are
assessed by evaluating the impact of individual risk factors such as interest rates and foreign exchange. At the aggregate level,
market risk is assessed using two key measures, which are Value-at-Risk ("VaR") and Bi-Weekly Maximum Observed Loss ("MOL").

VaR is a statistical measure of potential portfolio market value loss resulting from changes in market variables, during a given holding
period, measured at a specified confidence level. The Entity uses historical simulation approach for VaR and it is calculated over a
one-day holding period at a 99% confidence level, using three years of historical data. The performance of VaR model is monitored
through daily back-testing and is performed at both Entity'and Line of Business (LoB) level. MOL is the potential market value loss
on a ponfalio over a 10-day holding period using histerical data with start date anchored to January 1st, 2007.

VaR and MOL measurements are supplemented with stress tests that are conducted on a quarterly basis per our stress testing
framework. The stress tests are designed to highlight exposures to unlikely but plausible events or extremely volatile conditions, both
hypothetically and historically. .

Market risk of the Entity is primarily managed through establishing and monitoring limits. Approved limits are stored and tracked in
a centralized Limits Management System ("LMS") to ensure appropriate controls are in place and complete audit trails are
maintained. Limit excesses, temporary, and permanent limit changes are communicated to senior management and to relevant
forums. Risk exposures, including VaR and MOL are reported to senior management and reviewed at the monthly BASAL Risk
Forum.

The Markst Risk function is independent of the Business. Market Risk is managed by personnel based in Hong Kong, accountable
to the BASAL Chief Risk Officer (CRO).

13.2 Quantitative Disclosure

Market Risk under Standardized Approach

_ As at 31 Dec 2018
{(In US $'000) RWA
Qutright product exposures SRR
1 Interest rate exposures (general and specific risk) L 7,330
2 Equity exposures {(general and specific risk) -
3 Foreign exchange (including gold) exposures 2,452
4 Commodity exposures : -
| Option exposures R DT
5 Simplified approach -
B Delta-plus approach -
7 ~ Otherapproach . - -
8 Securitization exposures ; -
9 Total 9.782
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Corporate Governance

Corporate gavernance is a system by which business entities are directed, supervised, monitored and controlled. The corporate -
govermnance structure specifies the interaction of rights and responsibilities among the shareholders, Board of Directors, officers,
senlor management and other stakeholders, and sets forth the rules, policies, procedures and guidelines for making decisions on
corporate affairs. The corporate governance structure of the Company met the relevant requirements set out in the guideline on
“Corporate Govemance of Locally Incorporated Authorised Institutions” under the Supervisory Policy Manual issued by HKMA,

As at 31st December 2018, the Board of Directors of the Company was comprised of an independent non-executive director and
four other directors representing the business and control functions including executive management, finance and risk management.
Appointment to the directorships must be approved by the Board and HKMA.

In addition to the Board of Directors, the businesses and affairs of the Company are also menitored by the following governance
framework:

Country Leadership Tearn

Bank of America Corporation’s operations in the Asia Pacific region are managed by a Counfry Leadership Team ("CLT") in each
jurisdiction with membership generally comgrised of the Country Executive, Country Operating Officer, Risk, Compliance, Finance,
HR and Representatives from Local Lines of Business and other Enterprise Control Functions. The CLT is chaired by the Country
Executive.

Country governance and control is managed by the Country Executive and the CLT and connects at the regional level through the
Regional President and the Regional Executive Committee ("APAC ExCo"). Issues and agenda items at a country level are brought
to the APAC ExCo for resolution.

The management of BASAL is accountable to the Hong Kong CLT. The Chief Executive’s office will ensure that any r:naterial issues
and/for changes in operational or reputational risk profile identified are promptly escalated and reported to the Hong Kong CLT.

Asia Risk Foru‘m

Asia Risk Farum is responsible for reviewing and approving New Business Initiatives, New Products and Non-Standard Transactions,
The Risk Forums are coordinated and chaired by the relevant representative from Risk Management or their designate. Their
membership consists at the minimum of local representatives from the relevant support groups such as: Compliance, Legal, Risk
Management, Finance, Tax, Technology, Middle Office,

Operations, Corporate Treasury and Audit (as non-veting member), as well as the relevant business units. The Risk Forum chair
may require cther areas to attend the meeting at his discretion (i.e. Model Validation, Accounting Policy, etc.)

Audit Committee

The Company does not have its own Audit Committee, but its internal and external audit functions are subject to the direct supervision
of the Audit Committee of BAC.

The Board of Directors of the Company has adopted the same risk management philosophies and control procedures that are
established by BAC and has designed a corporate governance structure to monitor different risks of the business.

Remuneration system

Thefollowing information sets forth the remuneration disclosures required under Section 3 of the Guideline on a Sound Remuneration
System (CG-5) issued by the Hong Kong Monetary Authority {"HKMA™) in March 2015 (the “"Guideline"), to reflect the Pillar 3
requirements for remuneration disclosure published by the Basel Committee on Banking Supervision in July 2011. The infarmation
relates to the incentive remuneration programs operated in respect of performance year 2018 by Bank of America Corperation ("Bank
of America® or the "Company"). Annex A of the Guideline outlines the qualitative remuneration disclosure requirements under
paragraphs (a) to {f) as exhibited in the following information. The guantitative remuneration disclosures required under paragraphs
(9) to (m) of Annex A in respect of Bank of America operations in Hong Kong appear after this section.
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" The disclosures relate to employees located in Hong Kong providing service to Banc of America Securities Asia Limited, including
senior management and Key Personnel as defined in Section 2 of the Guideline.

The Company applies prudent risk management practices to its incentive remuneration programs across the enterprise and is
committed to a remuneration governance structure that effectively contributes to its overall risk management policies.

In order to provide an appropriate balance of risk and reward, incentive remuneration plans are developed in accordance with the
Company's Global Compensation Principles; ‘

Principle 1. Compensation should be comprised of an appropriate mix of salary, benefits and incentives paid over time that properly
aligns employee and stockholder interests. '

Principle 2. Criteria for payment of incentive compensation should take into account Company-wide, business unit and individual
factors. :

Principle 3. Compensation should be determined on the basis of a combination of financial and non-financial factors that reflect both

the current period and a longer period.
Principle 4. Compensation programs should incorporate appropriate governance processes and procedures.

These principles work in conjunction with broader remuneration practices, including the Company’s overall commitment to pay for
performance, remunerafion policies and risk management processes set forth in the Company's Risk Framework and Risk Appetite
Statement.

Governance and the Decision-making Process for Determining the Remuneration Policy

The Company applies its compensation policy on a global basis and has four primary levels for the governance of incentive

compensation plans:
(i the Board of Directors (the "Board") . .
{iiy the Board of Directors Compensation and Benégfits Commitiee (the “Committee”), which is wholly made up of
independent directors and functions as the Company's global Remuneration Committee
(i) the Management Compensation Committee (“MCC™), and
(v}  govemance by line of business management and independent control functions aligned to the line of business and
regional governance.

The Commitiee oversees the establishment, maintenance and administration of the Company's remuneration programs and
employee benefit plans, including approving the remuneration of the direct reports of the Chief Executive Ofiicer (the "CEQ") and
approving and recommending the remuneration of the CEO to the Board for its further approval. Under supervision of the Committee,
oversight, review and responsibility for remuneration decision-making is allocated to the appropriate level of the Company's structure
so that the most relevant level of management makes remuneration dscisions with documented input from the Company's
independent control functions.

The Commitiee has adopted and annually reviews (most recently in September 2018) the Bank of America Compensation
Govemance Policy ("CGP") to govem incentive remuneration decisions and define the framework for design oversight of incentive
remuneration programs across the Company. The CGP is designed to be consistent with global regulatory initiatives so that the
Company’s incentive remuneration plans do not encourage excessive risk-taking.

‘The Commitiee receives, from time to time, direct feedback from the independent conirol functions on remuneration programs, For
performance year 2018, in addition to reviewing the individual incentive remuneration awards for executive officers and other senior
executives who report directly to the CEO, the Committee also reviewed the outcomes of the Company's robust control funstion
feedback process, conduct reviews and individual incentive remuneration awards for certain highly compensated employees and
material risk takers. As part of its governance routine, the Committee met with the heads of the Company's independent control
functions (including the Chief Risk Officer (‘*CRO")) and business lines to discuss their feedback on the pay-for-performance process,
including their experience managing risk and conduct matters. In addition, the Company's CRO also certifies all Incentive plans
across the Company as part of the MCC's governance process. ’

As a result of these processes and reviews, and in combination with the risk management and clawback features of the Company's
remuneration programs, Bank of America believes that its remuneration policies and practices appropriately balance risk and reward
in a way that does not encourage excessive or imprudent risk-taking or create risks that are reasonably likely to have a material
adverse effect on the Company. Moreover, oversight by the Committee, MCC, independent confrol functions, and line of business
management help the Company maintain a remuneration program that is intended to mitigate the potential for conflicts of interests.

As authorized under its charter, the Committee has engaged Farient Advisors, LL.C as its independent remuneration consultant. The

independent remuneration consultant meets regularly with the Committee outside the presence of management and alone with the
Committee Chair, and alsc reviews management's incentive plan certifications with the Committee.
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During performance year 2018, the Committee held seven (7) meetings. Additional information regarding the Committee is included
in the annual Proxy Statement available on Bank of America’s Investor Relations website.

The Link Between Pay and Performance

The cornerstone of Bank of America's remuneration philosophy across all lines of business is to pay for performance — Company,
line of business and individual performance. Through the Company's Performance Management process, employees understand
performance expectations for their role through ongoing dialogue with their manager. The Performance Management process is
designed and monitored by the Leadership Development function in Human Resources. This process is reviewed periodically so
that it meets the needs of managers to assess and communicate performance expectations. Throughout the year, employees receive
coaching on their performance and ultimately receive a rating for their full year of performance based upon their achievement of
goals for their job.

In addition, the Company does not remunerate or assess employees’ performance in a way that encourages employees to act in a
manner that conflicts with the duties owed to the Company's clients. Each employee’s performance is assessed on gquantitative and
qualitative objectives as well as specific behaviors, and performance is factored into each employee's incentive remuneration award,
Depending on the employee, quantitative performance objectives may be focused on Company-wide, line of business, or product
results. Qualitative performance objectives may include quality and sustainability of earnings, successful implementation of strategic
initiatives, adoption of risk culture/fadherence to risk framework and operating principles and other core values of the Company.

Employess receive two ratings - a Result rating (based on factors such as business performance) and a Behavior rating (based on
factors such as conduct, broader contributions to the Company, leadership, teamwork, etc.). The scale for both ratings is Exceeds
Expectations, Meets Expectations, and Does Not Meet Expectations. Both the Result and Behavior ratings are used in determining
employees’ ramuneration. As a result, an employee's remuneration can be influenced not only by what the employee achieves, but
how the employee achieves it and the employee may receive no variable award if performance is not sufficiently strong.

The Company's pay-for-performance program also requires that all employees complete annual mandatory risk and compliance
training.

Risk Management and Incentive Plans

Risk is inherent in-every material business activity that the Company undertakes. The Company’s business exposes it to strategic,
credit, market, liquidity, compliance, operational and reputational risks. The Company must manage these risks to maximize its long-
term results by ensuring the integrity of its assets and the quality of its earnings. To support the Company's corporate goals and
objectives, risk appetite, and business and risk strategies, the Company maintains a governance structure that delineates the
rasponsibilities for risk management activities, as well as governance and oversight of those activities, by management and the
Company’s Board.

Executive management develops for Board approval the Company's Risk Framework, which defines the accountability of the
Company and its employees in managing risk; the Company's Risk Appetite Statement, which defines the parameters under which
the Company will take risk; and the Company's strategic and financial operating plans. Management meonitors, and the Board
oversees directly and through its committees, the Company’s financial performance, execution against the strategic and financial
operating plans, compliance with the risk appetite metrics and the adequacy of internal controls.

The Company believes that prudent risk management practices are applied to its incentive remuneration programs across the
enterprise. The Company continually evaluates the design of its remuneration programs in accordance with the risk framework. The
Committee is committed to a remuneration governance structure that effectively contributes to the Gompany's broader risk
management policies.

The Company's incentive plans are designed to compensate employees based on their performance ratings for results against their
individual peformance plan and behaviors, as well as overall Company and line of business performance.

Incentive plan benus pools are based on profit measures, which inherently recognize certain underlying risk factors and are further
adjusted to reflect the use of capital associated with individual lines of business or products and/or the quality and sustainability of
earnings over time. The determination of incentive plan bonus pools is also subject to management discretion which operates so
proper account Is taken of the performance of the overall Company, individual lines of business, products and other factors including
the achievement of strategic objectives.

Incentive plan bonus pools may be adjusted to reflect long-term risk arising through line of business and product performance. These

pools are tied to the overall performance, inclusive of risk, of Bank of America and/or specific lines of business or products, creating
for employees a vested interest in profitable performance across the Company and its businesses.
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Risk is also taken into account and managed in connection with the Company's incentive remuneration programs through
arrangements permitting performance adjustment of deferred variable remuneration. Employees in positions where the greatest risk
is being taken are subject to higher levels of deferral and potential performance adjustments. '

The remuneration of the indepandent control functions is determined independently from the line of business supported. The funding
of the incentive pool for these employees is based upon overall Company performance with the actual employee awards determinad
based upon individual performance against predetermined objectives. g

Employee Pay

Bank of America compensates its employess using a balanced mix of fixed remuneration, annual cash incentives and deferred
incentives (which are delivered in equity, equity-based instruments or cashy}. In general, the higher an employee's management level
or amount of incentive remuneration award, the greater the proportion of incentive remuneration should be (i) subject to deferral and
(i) delivered In the form of equity-based remuneration. The Company believes equity-based awards are the simplest, most direct
way to align employee interests with those of its stockholders. A portion of incentive awards Is provided as a deferred incentive that
generally becomes eamed and payable over a period of three years after grant and will be cancelled in case of detrimental conduct
and (for certain risk-takers) may be cancelled if the Company, line of business or business unit (as applicable) fails to remain
profitable during the vesting period. This approach serves two key objectives, which are to focus employees on long-term sustainable
results and to subject remuneration awards to risk over an appropriate time horizon that can be easily communicated and understood.

Key Personnel Identification and Pay

The Company operates an enterprise-wide approach in the identification of material risk takers, which has included determining
where senior management and Key Personnel (or equivalent designations) are located. Senior management for the purposes of the
Guideline are those employees “who are responsible for oversight of the [Company's] firm-wide strategy or activities or those of the
[Company’s] material business lines {including, by not limited to, executive directors, the chief

exécutive and other senior executives).” Key Personnel include individual employees "whose duties or activities in the course of their
employment involve the assumption of material risk or the taking on of material exposures on behalf of the [Company or their local
employing entity]l” The Company considers that it applies its remuneration policies (including the determination of senior
management and Key Personnel) in away that is appropriate to the size, internal organization and the nature, scope and complexity
of its activities in all the countries in which it operates.

Variable pay for Key Personnel generally conslists of a mixture of payments and deferred awards. Deferred awards will be cancelled
in the case of detrimental conduct and may be cancelled if the Company, line of business or business unit, as applicable, fails to
remain profitable during the vesting period. if risks taken as part of approved business strategies do not result in sustainable profits,
or if the employee fails to behave according to Company standards, the value of the deferred equity award may be impacted. The
deferral rates for Key Personnel.ranged from approximately 30%-60% of total variable remuneration.

By combining deferred awards with the Company's malus and clawback provisions, the Company considers that it places a strong
focus on sustainable long-term results and appropriate behaviors.

Quantitative Disclosures and Tables

The Committee held ten (10) meetings in 2017 and seven {7} meetings in 2018. The 2017 remuneration of the Committee members
is disclosed in the 2018 Proxy statement available on Bank of America's Investor Relations website. 2018 remuneration of the
Committee members will similarly be disclosed in the 2019 Proxy statement, to be available on or about 13 March 2019.

The following disclosure tables contain the information required under paragraphs (h) to (m) of Annex A of the Guideline in respact
of Banc of America Securities Asia Limited related to all employees, including Key Personnel, due to employee privacy concerns
arising from the very small number of Key Personnel. There were no employees of the Banc of America Securities Asia Limited
identified as senior management. Senior employees at Banc of America Securities Asia Limited have functionai reporting lines to
more senior Bank of America employees in other countries and/or legal entities who are covered by local and/for regional regulations
and who are reported as senior management and/or Key Personnel equivalents in their respective countries,

{(a) Total amount of outstanding deferred remuneration, split into vested and unvested

All Employees
2017 2018
($ 000’s} {$ 000°s)
Vested during the financial year (USD) 4,194 4472
Unvested as of Dec 31 (USD) 9,494 4,759
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(b)

©

(d}

2017

2018:

()

Total amount of cutstanding deferred remuneration, split into cash, equity and equity-based instruments and other forms

AllEmployees
2017 2018
($ 000's) {$ 000’s)
Equity and equity-based instruments as of Dec 31 9,494 4,759
(USD)
Long Term Cash as of Dec 31 (USD) 0 0

Total amount of deferred remuneration awarded, paid out and reduced through performance adjustments during the
financial year : .

All Employees :
2017 2018
: ($ 000’s) {$ 000’s)
Awarded during the financial year (USD) 3,083 2,188
Paid Qut during the financial year (USD) 4,194 4472
Reduced through Performance Adjustments during 0 o]
the financial year {USD) :

Breakdown of amount of remuneration awards for the financial year to show:

- fixed and variable (with number of beneficiaries in each category)

- deferred and non-deferred :

- different forms used (cash, equity, and equity-based instruments, other forms)

All Employees
: (3 Beneficiaries}
| Total value of remuneration awards for the current Non-deferred Deferred

financial year ($ 000's) (3 000's)

Fixed remuneration :

-Cash based (USD) 1,245 0
-Equity and equity-based instruments {USD) 0 0

Variable remuneration
~Cash based (USD) 2273 0
- Equity and equity-based instruments (USD) 0 2,872

All Employees
(3 Beneficiaries)

Total value of remuneration awards for the current . Non-deferred Deferred

financial year ($ 000’s) ($ 000's)

Fixed remuneration :
-Cash based (USD) 816 0
-Equity and equity-based instruments (USD) 0 0

Variable remuneration .

-Cash hased {USD) 1.452 0
- Equity and equity-based instruments (USD) 0 1,823

| Total amount as of Dec 31 {USD) 9,494 4,759

Quantitative information about employees’ exposure to implicit and explicit adjustments of deferred remuneration and
retained remuneration:

-Total amount of outstanding deferred remuneration and retained remuneration exposed to ex post explicit and/or implicit
adjustments: . ‘

All Employees

2017 2018
($ 000's) ($ 000's)
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- Total amount of reductions during the financial year due to ex post explicit adjustments:

All Employees
2017 2018
($ 000's) {$ 000's)
Total amount during the financial year (USD) - 0 0
- Total amount of reductions during the financial year due to ex post implicit adjustments:
All Employees
2017 2018
{$ 000"s) ($ 000’s)
Total amount during the financial year (USD) 0 659
f) -Number and total amount of guaranteed bonuses awarded during the financial year and number of beneficiaries of such
payments
Nene

-Number and total amount of sign-on awards made during the financial year and number of beneficiaries of such payments
None

-Number and total amount of severance payments made during the financial year, and number of beneficiaries of such
payments

None

-Number and total amount of severance payments awarded during the financial year, and number of beneficiaries of such
payments, and highest such award to a single person

None

15. International claims

USs$' 000

Non Bank Private Sector
. Official Noni-bank Financial | Nonfinancial
Category Banks Sector institutions private sector Total
Developed Countries 615,754 - 21,726 105 637,585
- United States (90%) 605,322 - 21,726 - 627,048
Offshore centers - - 256 2662 2,918
Developing Europe - - - - -
Developing Latin America
and Caribbean - - - - -
Developing Africa and
Middle East - - - - -
Developing Asia and Pacific 1,730 3 - 1,549 3,282
Total 617.484 3 21,982 4316 843785
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The information of international claims discloses exposures to foreign counterparties on which the ultimate risk lies, and is derived
according to the [ocation of the counterparties after taking into account any transfer of risk. In general, transfer of rigk from one
country to another is recognised if the claims against counterparties are guaranteed by another party in a different country or if
the claims are on an overseas branch of a bank whose head office is located in a different country. .

A country or geographical segment (including Hong Keng) should generally be reported 1nd|V|duaIIy if it constltutes 0% or more
of the aggregated international claims.

16. Loans and advance to customers and overdue and rescheduled assets

At 31 Dec 2018, the Company did not have any loans and advance to customers and overdue and rescheduled assets.

17. Repossessed assets

At 31 Dec 2018, the Company did net have any repossessed assets.
.18. Mainland activities

The ahalysis of Mainland activities is based on the categories of non-bank counterparties and the type of direct exposures defined
by the HKMA under the Banking (Disclosure) Rules with reference to the HKMA retum of Mainland activities.

On-balance Off-balance
sheet sheet
. exposure exposure Total
As at 31 Dec 2018 Us$000 Us$'000 US$'000
Tvype of counterparties
"1. Central government, central government-owned entities and their
subsidiaries and joint ventures (JVs) 192 - 192
2. Local govemments, local government-owned entities and their
subsidiaries and JVs 165 - 165
3. PRC nationals residing in Mainland China or other entities 882 862
incorporated in Mainland China and their subsidiaries and JVs - .
4, Other entities of central government not reported in item 1 above - - -
5. Other entities of local government not reported in item 2 above - - -
6. PRC nationals residing outside Mainland China or entities
|ncorporated outside Mainland China where the credit is granted for
use in Mainland China 1,444 - 1,444
7. Other counterparties where the exposures are considered by the -
reporting institution to be non-bank Mainland China exposures - - -
Total 2,683 - 2,683
Total assets after provision 644,717
On-balance sheet exposures as percentage of
total assets 0.42%
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On-baiance Off-balance
sheet sheet
: exposure exposure Total
As at 31 Dec 2017 UsS§'000 USs$'000 Us§ooo
Type of counterparties
1. Central government, central government-owned entities and their
subsidiaries and joint ventures (JVs) ) 23,803 - 23,903
2. Local govemments, local government-owned entities and their
subsidiaries and JVs 14,102 - 14,102
3. PRC nationals residing in Mainland China or other entities 1,050 1,050
incorporated in Mainland China and their subsidiaries and JVs ) -
4, Other entities of central government not reported in item 1 above - - -
5. Other entities of local governmant not reperted in item 2 above - - -
6. PRC nationals residing outside Maintand China or entities
incorporated outside Mainland China where the credit is granted for .
use in Mainland China 37,350 - 37,350
7. Other counterparties where the exposures are considered by the
reporting institution to be non-bank Mainland China exposures - - -
Total 76,405 - 76,405
Total assets after provision ‘ 638,363
On-balance sheet exposures as percentage of
total assets : 11.97%

19. Currency risk

The net positions in foreign currencies in US dollars equivalent are disclosed below where each currency consfitutes 10% or more
of the respective total net position in all foreign currencies. .

uso - CNY EUR PHP KRW OTH Total

US$ ‘000

As at 31 Dec 2018

Spot assets 640,872 253 422 1,487 739 12 643,785
Spot liabilities (643,916) . (508) - (39) - (1) (B44.462)
Forward purchases - - - : - -
Forward sales " - - - B -
Net long/(short) position (3,044} 253 (84) 1,448 739 i1 (677)
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USsD CNY EUR PHP KRW OTH Total
uss ‘000
As at 31 Dec 2017
Spot assets 813,549 24,032 2 51 . 14 837,648
Spot liabilities (638,071) - @) - - - (1 (638101)
Forward purchases 78,008 54,960 - - - - 132,968
Forward sales (54,050} (79,007) - - - - (133,057)
Net long/{short) position (564} (i5) 27) 51 - 13 (542)

As at 31st Dec 2018, the Company did not have any net structural position.

Authorized institution under requirerents of G-SIBs

BASAL is not an authorized institution under requirements of G-SIB.

Operational Risk

The Company has adopted the Basel Committes definition of operaticnal risk. Operational risk is the risk of loss resulting from
inadequate or failed intemal processes, people and systems or from external events. Operational risk includes legal risk, which is
the risk of loss (including litigation costs, settlements, and regulatory fines) resulting from the failure of the Company to comply with

-taws, regulations, prudent ethical standards, and contractual obligations in any aspectof the Company's business. Although

operational risk excludes strategic and reputational risks, operational risk may impact or be impacted by these risks. Operational risk

events may.result in unexpected or undesired consequences including a financial loss, an unexpected gain, a near miss, an

opportunity cost (lost future revenue), or a reputational impact.

An operational loss event can be dssociated with any of the following seven operational loss event categories: Internal fraud; extemal
fraud; employment practices and workplace safety; clients, products, and business practices; damage to physical assets; business
disruption and system failures; or execution, delivery and process management.

Operational risk exists in all business activities across the Company. The Company is committed to maintaining strong operational
risk management practices across all front line units and control functions. Strong sustainable risk management practices support
the front line units’ and controf functions' responsibility for identifying, escalating and debating risks associated with their business
activities in support of: the Bank of America Risk Framework, operational risk management program requirements and their related
identification, measurement, monitoring, -and control {"IMMC") acceuntabilities. The Operational Risk Management - Enterprise
Policy ("Policy"} establishes the minimum requirements and accountabilities for managing operational risk at Bank of America, in
conformity with applicable laws and regulations.

Operational risk management is the responsibility of all Bank of America employees through the continual identification, escalation
and debate of operational risks and control related issues. .

The key roles to facilitate and support the implementation of this Policy are outlined below. These roles and accountabilities should
be read in conjunction with the specific requirements within this Policy; further detail is available in the supporting Standards.
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Frontline units & control functions own operational risk, with roles & responsibilities defined as:

Identify their business processes and the related risks and controls

Understand the laws, rules, regulations and intemnal policies applicable to their business activities
Measure, monitor and report on the effectiveness of the control environment

Identify Issues and Risks and take timely action to remediate control gaps and mitigate risks
Identify, assess, and mitigate operational risk

Aggregate and escalate operational risk within front line unlts { control functions

Oversee that employees complete required operational risk training

'The Global Compliance & Operational Risk (GC&OR) teams are independent of front fine unit & control function, and objectively’

assess, challenge and advise on operational risk.

Assess and advise on front line unit / control function implementation of the program

Execute the Coverage Plan to assess, monitor, and test the effectiveness of the operational risk controls

Challenge operational risks and conftrols

Aggregate and escalale operational risk in accordance with established criteria

Work with the front line units / control functions on a consultative, regular basis to manage and mitigate operational risk
Monitor completion of required operational risk training

Operational Risk Program Owners define the program, oversee its implementation and assess and report on the Enterprise

Operstional Risk Profile

Define the pregram and enterprise governance for operatienal risk management

Execute Company-wide (i.e., program level) processes and provide infrastructure required to support the |mplementat|on
of the program

Oversee adherence to Policy and Standard requirements by front line units / control functions and GC&OR Teams
Conduct reporting and analytics to support the aggregation and reporting of risk data to enterprise governance committees

Build and deliver Company-wide training to support the implementation of the program and monitor training completion

To the best of the Company's knowledge and belief, tHe information contained in this statement is not false or misleading in any
material respect and the operations of the Company are clearly explained.
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Statement of Compliance

Upeon consultation with the HKMA under section 16(2)(a) of the Banking (Disclosure} Rules {"BDR"), BASAL had scught consent
from the HKMA to continue uploading the required financial disclosure information to the website of its ultimate parent entity, Bank

of America Corporation.

It is not practicable for BASAL to disclose under section 16(FE)(1)(b)' of the BDR the full terms and conditions of all of its relevant
regulatory capital instruments on its internet website, since BASAL does not currently maintain its own internet website. This is the
reason that led BASAL to seek the aforementioned consent from HKMA.

Herein included below is the direct link to Bank of America Corporation's intemet website, whereby the full terms and conditions of
all of BASAL's relevant regulatory capital instruments and financial disclosure information can be accessed:

hitp:/finvestor_bankofamerica.com/phoenix.zhtmi?c=71595& p=subsidiaries#fbid=eDBVweHpCCU

This information is also the closest available altemative fo the information which have been the subject of the required disclosures.
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