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Scope of application 

 

Bank of China (Thai) Public Company Limited disclosure information for the capital 
adequacy including capital, risk exposures are conducted on solo basis complying with 
BOT requirement on Basel III referred to the Notification No. FPG. 4/2556 Re: 
Disclosure Requirement on the Capital Adequacy for the Commercial Bank. 

 

Capital Information 

 

1. Capital  

1.1. Capital Structure 

 Common Equity Tier 1 (CET1)  

o Paid-up capital (common stock) deducted by repurchased shares  

o Legal reserves 

o Other items of owner’s equity  

o Items to be deducted from CET1 

 Net Losses 

 Goodwill 

 Deferred tax assets 

 Intangible assets 

 Accumulated loss from ECL recognition 

 Additional Tier 1 (AT1): The capital which not be included in CET1. 

 Tier 2 Capital: The supplementary capital. At the present, BOCT issued THB 

1,413 million of subordinated debentures to Bank of China (Hong Kong). The 

debentures are qualifying capital instruments under Basel III and could be fully 

counted as Tier 2 capital. 

 

 

 

 



 

 

Table 1: Capital Structure  

 

1.2. Capital Adequacy 

The mandatory requirement from Bank of Thailand required the bank to 
calculate and report capital adequacy ratio on monthly basis. Since 2019, the minimum 
requirement for capital adequacy ratio (CAR) is 11%. For each risk type under Basel 
Pillar I, the bank adopted the following approaches to calculate the capital requirement. 

 Credit Risk: Standardized Approach (SA)  
 Market Risk: Standardized Approach (SA) 
 Operational Risk: Basic Indicator Approach (BIA) 

 

Table 2: Capital Adequacy Information 

 

 

 

 

 

 

 

 



 

 

Table 3: Minimum Capital Requirement Classified by Risk Types 

Note: Minimum capital requirement for each of risk types is calculated at 8.5 percent 

 

2. Risk Exposure and Assessment 

2.1. Credit Risk 

Credit risk is the risk of loss that a customer or counterparty is unable to meet 
their obligations with the bank. The credit risk exists in both trading book and banking 
book, as well as from on-balance and off-balance sheet transactions. Credit risk arises 
from lending, trade finance, and treasury business.  

2.1.1. Credit Risk Management Process 

 The bank has established credit risk management framework to achieve and 
maintain the good governance, and also high quality of credit assets. The framework 
stipulates the comprehensive credit risk policies and procedures including credit 
approval process, credit monitoring, risk reporting mechanism, and independent credit 
review process. To provide a sound control environment with clear segregation to 
ensure an effective credit risk management process, the bank set up the following the 
credit risk management structure: 

 The Board of Directors (BOD) and Risk Oversight Committee (ROC) are 
responsible for overseeing and supervising the bank’s comprehensive credit risk 
management, along with reviewing and approving high level of risk exposures. 

 Country Head is responsible for managing the bank’s credit risk and approval 
within his authority. The bank’s senior management are responsible for detailed 
credit risk management procedures approval. 



 

 The business units are responsible and accountable for conducting internal 
credit ratings, assessing, monitoring and reporting credit risk of customers on 
an ongoing basis. 

 Risk management unit is responsible for undertaking risk assessment 
independently, monitoring credit risk profiles, approving internal ratings, loan 
grades and impairment allowance. The credit risk management function is in 
charge of formulating credit risk management procedures, conducting portfolio 
management and performing stress test on credit risk. It is also responsible for 
reporting to the senior management and the risk management of the parent bank.  

2.1.2 Credit Asset Classification and Impairment 

 The bank pursues asset grades to reflect asset quality in accordance with 
BOCHK’s guidelines of asset classification and requirements from BOT. The BOCHK 
divides asset into five classifications including Pass, Special Mentioned, Sub-standard, 
Doubtful, and Loss), while the BOT classified assets into 3 stages including 
Performing, Under-Performing, and Non-Performing.  

 The credit assets are classified by taking into consideration quantitative measure 
such as overdue days record on the principal or interest of credit facilities and the 
qualitative measures such as the Significant Credit Deterioration Criteria (SCDC)  

 To comply with the requirements of Accounting standard (TFRS9), the bank 
has assessed the Expected Credit Loss (ECL) which is the impairment of its credit assets 
regularly to reflect changes in credit risk since initial recognition which the bank has 
adopted ECL% proxy approach from the parent bank to apply for provision estimation. 

 The Bank calculates the Expected Credit Loss (ECL) for Performing exposures 
and Under-Performing exposures by assessing relevant credit information like forward-
looking macroeconomic factors and customers’ credit information. The ECL for Non-
Performing exposures are assessed by considering future discounted cash flow. 

 Stage 1 or Performing exposures shall recognize ECL impairment within the 
next 12 months while the Stage 2 or Under-Performing and Stage 3 Non-Performing 
shall consider the lifetime remaining life for ECL impairment. 

 

Table 4: Outstanding amounts of significant on-balance sheet assets and off-
balance sheet items before adjusted by credit risk mitigation 

 



 

Table 5: Outstanding amounts of on-balance sheet assets and off-balance sheet 
items before credit risk mitigation classified by residual maturity 

 

Table 6: Outstanding amounts of on-balance sheet assets and off-balance sheet 
items before adjusted credit risk mitigation classified by country of debtor  

 



 

 

Table 7: Outstanding amounts of financial assets and commitments before 
adjusted credit risk mitigation and general provision and specific provision 

 

 

 

 

 



 

 

Table 8: Outstanding amounts of loan including accrued interest receivables and 
investment in debt securities before adjusted risk mitigation classified by country 
and BOT loan classification criteria 

 

Table 9: Outstanding amounts of loans including accrued interest receivables and 
investment in debt securities classified by country or geographical area and asset 
classification as prescribed by the Bank of Thailand 

 

 



 

 

Table 10: Outstanding amounts of loan including accrued interest before adjusted 
classified by types of business and BOT loan classification criteria 

 

 

 

 

 

 

 

 



 

 

Table 11: Specific provision and bad debt written-off during period for loans 
including accrued interest receivables classified by types of business 

 

 

 

 

 



 

 

Table 12: Reconciliation of change in specific provision for loans including 
accrued interest receivables 

 

Table 13: Outstanding amounts of on-balance sheet assets and off-balance sheet 
items classified by type of assets under Standardized approach (SA)  

 

 

 

 

 



 

2.1.3 Credit Rating 

 When calculating the risk-weighted assets (RWA) under standardized approach 
Basel III, the bank applies credit ratings from qualified External Credit Assessment 
Institution (ECAIs) specified by the Bank of Thailand (BOT): 

 Public sector and financial institution borrowers: S&P, Moody’s, Fitch Rating 
and also Fitch (Thailand); 

 Private sector borrowers: TRIS, Fitch, Fitch (Thailand), S&P, and Moody’s; 

The bank follows the process of mapping the ECAIs ratings with corresponding 
borrower’s risk-weighted prescribed by BOT. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Table 14: Outstanding amount of net on-balance and off-balance sheet items after adjusted by risk mitigation for each types of asset, 
classified by risk weight %



 

 

2.1.4 Credit Risk Mitigation 

 Main types of collateral taken by the bank including cash, counter guarantee 
from other financial institution, corporate guarantee, and the mortgage. The cash 
collateral shall be deposited and pledged for control. Counter guarantee from financial 
institutions shall be controlled by Head office, and the bank should review each 
guarantor on quarterly basis case by case. Main types of guarantor include the personal 
guarantor, corporate guarantor, and financial institutions. 

 

Table 15: Part of outstanding that is secured by collateral under SA classified by 
the types of assets and collaterals 

 

 

 

 

 

 

 

 

 



 

2.2 Market Risk  

 Market risk is defined as the risk of potential losses of the bank arising from the 
price volatility or position value including assets, liabilities, and contingent liabilities 
held by the bank. Market risk factors affecting such price or value are change in interest 
rate, foreign exchange, equity price and commodity price. 

 BOCT market risk consists of interest rate risk (IRR) and foreign exchange (FX) 
risk in both trading and banking book. IRR refers to the risk of loss from shifting in the 
benchmark rate, causing depreciation of values of interest rate-based asset classes. FX 
risk refers to the risk of loss due to change in the currency exchange rate in which the 
investment is priced. Nowadays, the bank applies the Standardized model (SA) to 
quantify

the market risk RWA and the capital requirement. Market risk-weighted assets arises 
solely out of the FX positions of the bank. Even though the aggregate foreign currency 
exposures quite small when comparing to the size of the total portfolios, the bank has 
implemented the following market risk control: 

 Establishing market risk limit including Bank-wide FX exposure, profit and loss 
limit, Value at Risk (VaR), Price value of basis point (PVBP). 

 Global Markets Department is responsible for monitoring and reporting market 
risk related transactions, and ensuring that the level of market risks is within the 
risk limits determined by Board of Directors. 

 Risk Management Department are responsible for implementing market risk 
management policies, and identifying, measuring, monitoring, controlling, and 
reporting market risk exposures.  

 

Table 16: Minimum capital requirements for each type of market risk under the 
Standardized Approach (SA)  

 

Note: Minimum capital requirement for each of risk types is calculated at 8.5 percent 

 

2.3 Operational Risk 

 Operational Risk is defined as the risk of loss resulting from inadequate or fail 
internal processes, people and systems or from the external events. The risks include 
legal and compliance risk and IT risk, but exclude strategic and reputational risk. 

 



 

 

 All business units in the bank are responsible for systematically managing 
operational risk according to the bank’s three lines of defense. The bank stipulated 
policy and measure of operational risk which cover all major operational risk points 
and each department shall monitor its operational risk management according to this 
policy and measure.  

 Operational risk management tools such as Risk and control assessment 
(RACA), key risk indicators and loss data collection are used to identify, assess and 
monitor operational risk exposures. Operational risk incidents that have significant 
impact shall be closely monitor and report to senior management and also risk oversight 
committee. Moreover, BOCT is cognizant of the reputational risk posed by money 
laundering activities and customer complaints. The bank has maintained and developed 
policies and processes to control these risks. The market conduct policy has been 
enforced to ensure the soundness of the Bank’s operation and process and aims to 
standardize procedures of management on fair customer treatment. For the Risk-
weight-asset calculation, the bank currently adopts the Basic Indicator Approach (BIA) 
to quantify its operational risk RWA and the capital requirement.  

 

2.4 Interest Rate Risk in the Banking Book (IRRBB) 

 Interest rate risk refers to losses of earning and economic value from changing 
in the interest rates, which can be incurred from both on-balances and of-balance sheet 
exposures in banking book. The objective of IRRBB is to control the movement of 
interest rate within acceptable level as well as in line with business strategies and risk 
appetite endorsed by the Board of Directors. The bank manages the IRRBB primarily 
through interest rate re-pricing gap analysis. The data generated by gap analysis is used 
to perform sensitivity analysis, assisting decision making regarding the re-pricing of 
the interest-earning assets and interest-bearing liabilities. The bank currently monitors 
IRRBB on daily basis at 100 bps by following the Group’s regulation and BOT 
regulation. Moreover, ALCO regularly evaluates cost of fund and use of fund in order 
to maintain the appropriate interest rate regarding to risk appetite of BOCT. 

 

Table 17: The effect of changes in interest rates on net earnings  

 

 

 



 

 

3. Additional disclosure of capital under the BCBs requirement (Composition of 
capital disclosure requirements) 

 For the subordinated debenture which is classified as Tier 2 Capital, the 20% 
regulatory amortization deduction will be required from year 2022-2027. 

 

Table for disclosure of main features of regulatory capital instruments  

 Heading Details 

1 Investor name BANK OF CHINA (HONG KONG) LIMITED 

2 Unique identifier Callable Subordinated Instruments Intended to 
Qualify as Tier 2 Capital of Bank of China (Thai) 
Public Company Limited which will be required to 
be written down (fully or partially) when 
government authority decides to grant financial 
assistance to issuers No.1/2023 due 2033 

 Inclusion of the instruments in the capital under 
the regulations of the Bank of Thailand 

 

3 Instrument type (Common equity tier 1 / 
Additional tier 1 / Tier 2 capital) 

Tier 2 Capital 

4 Having the features in accordance with the Basel 
III or not 

Yes 

5 If having the features not in accordance with the 
Basel III, specify such features 

N/A 

6 To be gradually deducted or be included in full Gradually deduct after 5 years 

7 Eligible at solo / consolidated / consolidated and 
solo 

Solo Basis 

8 Amount recognized in regulatory capital (unit: 
million baht) 

1,412.79 

9 Par value of instrument (unit: baht) 1,412,790,000 

10 Accounting classification Liability – amortized cost 

11 Original date of issuance 21 August 2023 

12 Perpetual or dated  Dated 

13 Original maturity date 21 August 2023 

14 Issuer call subject to prior supervisory approval Yes 

15 Optional call date, contingent call dates and 
redemption amount  

The issuer may exercise its right to early 
redemption upon the 5th anniversary of the issue 
date (the first redemption date, 21 August 2028). 

16 Subsequent call dates, if applicable  N/A 

17 Fixed or floating dividend / coupon  Floating 

18 Coupon rate and any related index  USD SOFR + 0.97% 

19 Existence of a dividend stopper  No 

20 Fully discretionary, partially discretionary or 
mandatory  

Partially discretionary 

21 Existence of step up or other incentive to redeem No 



 

22 Noncumulative or cumulative Non-cumulative 

23 Convertible or non-convertible Non-convertible 

24 If convertible, conversion trigger (s) N/A 

25 If convertible, fully and partially  N/A 

26 If convertible, conversion rate N/A 

27 If convertible, mandatory or optional conversion N/A 

28 
If convertible, specify instrument type convertible 
into  

N/A 

29 Write-down feature Yes 

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

Non-Viability Event which means, unless otherwise 
specified in the Terms and Conditions, the 
occurrence of the Bank of Thailand and/or any 
other empowered government agency deciding to 
grant financial assistance to the issuer such as in the 
form of a capital injection, without which the issuer 
become unable to continue its business in any 
manner, including but not limited to situations as 
set out below (or any such similar events): 
(i) having insufficient resources to make 
repayments to its depositors and creditors; or 
(ii) its capital funds having depleted to the extent 
that its depositors and creditors will be adversely 
affected; or 
(iii) not being in a position to independent increase 
its capital base. 

31 If write-down, full or partial May be written down partially 

32 If write-down, permanent or temporary Permanent 

33 
If temporary write-down, description of write-up 
mechanism  

N/A 

34 
Position in subordination hierarchy in liquidation 
(specify instrument type which is subordinate to 
this instrument)  

N/A 

 


