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1 General Dispositions 

This remuneration policy (hereinafter referred to as the “Policy”) is formulated according to measures 

adopted by Bank of China Limited (hereinafter referred to as the “BOC HO") in compliance with the 

Rules Governing the Listing Rules of Shanghai Stock Exchange, and in pursuance of the regulations of 

China Banking Regulatory Commission ("CBRC"). The Policy takes into consideration  articles 38 to 38-

13 of the law of 5 April 1993 on the financial sector, as amended by the law of 23 July 2015 transposing 

the CRD IV, CSSF Circular 17/658 (dated 16th June 2017) implementing the EBA Guidelines of 21st 

December 2015 on sound remuneration policies; CSSF Circular 11/505 (dated 11th March 2011) on 

proportionality, CSSF Circular 12/552 on governance, as amended (dated 11th December 2012); CSSF 

Circular 15/622 on the bonus cap increase (dated 21st October 2015) and the Delegated regulation (EU) 

No 604/2014 on staff identification. 

The Policy of the Bank has been drafted and elaborated by the Human Resources Department with the 

support of the control functions as identified in section 1.2.1 of this document, who were involved during 

the review process. The Policy and its appendices may be modified in the future to take into account 

evolutions in regulation, group policies or any other circumstances requiring an adjustment. It will be 

reviewed on an annual basis by the Human Resources Department with the support of the control 

functions. Any update made to the Policy will be subject to the authorization of the Board of Directors. 

1.1 Principles and Philosophy 

The Policy aims at regulating the Remunerations of Staff Members of the Bank, including the ones whose 

activity has a material impact on the risk profile of the Bank and its activities, and at adhering to the 

principle of effective risk management and sound business practices in line with the business strategy, 

objectives, values and long-term interests of the Bank. The provisions set out hereinafter shall, in general, 

outline the principle of implementing sound remuneration practices, and shall, in particular, apply the 

performance criteria and assessment process as defined and annually revised by BOC HO and the Bank. 

The Bank currently makes application of the Circular CSSF 11/505 on proportionality. 

After the application of the threshold set by circular 11/505, the Bank decides to neutralise at the financial 

institution's level – on the ground of proportionality – the following requirements which shall 

consequently be dis-applied: 
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- Pay out of part of Variable Remuneration in instruments  

- Retention policy 

- Deferral of part of the variable remuneration except for General Management  members 

- Establishment of a remuneration committee  

However, in a Group context, it has been decided to apply a deferral to the General Management members, 

as described under section 2.3, as well as to set up malus and clawback mechanisms in the Bank. 

The application of the proportionality principle shall be reassessed at least on an annual basis.  

1.2 Scope 

The Policy outlines the philosophy and governing principles for Remuneration at Bank of China Limited, 

Luxembourg Branch, Bank of China (Luxembourg) S.A., and all the latter’s existing branches (currently 

in Rotterdam, Lisbon, Stockholm, Poland and Brussels). 

The Policy herein shall apply to the Branch, the S.A. and all its branches and affiliates. In the event of any 

conflict between this Policy and the local laws or regulations, the latter shall prevail to the extent where 

such a conflict exists. In the event of discrepancy between standards the most stringent ones shall apply.  

The Policy applies to all Staff Members of the Bank, including transferred Chinese staff. 
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1.2.1 Designated Material Risk Takers 

Material risk takers, i.e. Staff Members who can have a material impact on the Group and/or the Bank are 

considered as Material risk takers and therefore subject, in addition to the rules applicable to all Staff 

Members, to the rules specifically applicable to Material risk takers. 

1.2.2 Board of Directors 

Bank of China (Luxembourg) S.A. is currently composed of seven members of the Board of Directors. They 

have been identified as material risk takers in compliance with Commission Delegated Regulation EU 

604/2014.  

1.3 Risk Assessment Process 

The Bank assesses and identifies the “material risk taker” according to Commission Delegated Regulation 

(EU) No 604/2014, and based on the links between the functions of different positions and risk. According 

to the risks that may be taken by each position and the potential material impact made to the Bank’s 

activities, the Material risk takers members include inter alia Board of Directors, Executive members, 

Chief Risk Officer, Chief Compliance Officer, Chief Internal Auditor and the Heads of Department.  

Material risk takers are determined based on the qualitative criteria (i.e. job function, level of 

responsibilities) or quantitative criteria (i.e. based on the level of Remuneration), as defined in the 

aforementioned Commission Delegated Regulation.  

Staff Members qualifying as Material risk takers are assessed on a regular basis (e.g. at the time of 

recruitment, in case of change of functions, etc.) and in any case at least once a year. This assessment is 

made irrespective of the question of the application of the proportionality principle. The Board of Directors 

has the responsibility for the identification process; the staff identification exercise is carried out through 

the involvement of the Human Resources function and the control functions (risk and compliance). 
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2 Remuneration Structure Overview 

This Policy is designed in accordance with the objectives set out in the strategy of Bank of China Limited, 

Luxembourg Branch and Bank of China (Luxembourg) S.A.; changes that could appear in the strategy of 

the Bank are taken into account. This includes, in particular: 

- a proper balance of Variable to Fixed Remuneration; 

- the measurement of performance; 

- a structure of the Variable Remuneration to ensure the Bank makes the appropriate attempt to align 

the Policy with its long-term interests. 

In that context, the Bank offers Remuneration packages based on the following components: 

- Fixed Remuneration components; 

- Variable Remuneration components. 

There will be no recourse to mechanisms or vehicles the purpose or effect of which is to circumvent any 

remuneration policy laws/regulations.  

2.1 Fixed Remuneration components 

The Fixed Remuneration is composed of the Base Salary and the benefits listed below. 

2.1.1 Base Salaries  

The Base Salaries set by the Bank are strictly in compliance with applicable regulations and conservative 

market practices. 

The Base Salaries mentioned in the contract of the Employee is calculated based on the role of the 

individual employee, his/her responsibility, competency, job complexity, and local market conditions. 

The annual Base Salary refers to the following component: 

- 12-month salary (+13
th

 month for the staff under the collective bargaining agreement) 
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2.1.2 Overtime compensation 

Overtime, where applicable and provided that it has been carried out at the Bank’s request, is payable to 

Staff Members under the collective bargaining agreement for bank employees.  

2.1.3 Other Benefits 

Other benefits are provided on the basis of individual employment contracts and local market practice. 

All Employees who have their permanent working place in Luxembourg, who have an unlimited contract in 

Luxembourg and who are not affiliated under another pension scheme by the Group Bank of China are 

affiliated to a pension plan. 

The Bank does not grant enhanced pension benefits on a discretionary basis to Staff Members as part of that 

Staff Member’s Variable Remuneration. 

2.2 Variable Remuneration components 

The Bank’s Staff Members may be eligible to an annual Variable Remuneration, which is granted in 

accordance with the applicable performance criteria and assessment process. The assessment of 

performance is not only on the basis of the Bank's financial results, but also on department performance, 

individual performance and other non-quantifiable factors, including but not limited to the Staff Member’s 

improvement that positively contributes to the long-term benefits of the Bank. 

Staff Members engaged in control functions are remunerated in accordance with the achievements of the 

objectives linked to their functions, independent of the performance of the business areas they control. The 

Remuneration of the senior officers in the risk management and compliance functions is available for the 

oversight of the Board of Directors.  

Variable Remunerations are linked to the Bank's business performance which is reflected through its 

overall key performance indicator. The score of the indicator is calculated by using a multi-year roll-over 

weighted formula fixed by the BOC HO, ensuring that the assessment process is based on longer-term 

performance spreading over the business cycle. Variable Remuneration is also linked to individual 

performance.    

Based on the score according to the indicator, Variable Remunerations are calculated using the formula 

and coefficients fixed by the BOC HO, and revised on a yearly basis. Maximum limits (where applicable) 
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on the percentage of A+ rated individual performance are also set by BOC HO according to the Bank's 

performance, while in line with the local policy, CSSF circular 15/622, the total amount of the Variable 

Remuneration allocated to a person falling in the category of “Material risk takers”, may not exceed 

maximum of 100% of the total fixed remuneration. For higher ratio, approval of the shareholders is 

required, but limited to a maximum ratio of 200%. Any approval should be notified to the CSSF with 

standard templates as provided by circular CSSF 15/622. The Bank will in all cases ensure an appropriate 

ratio between the Variable and the Fixed Remuneration.   

2.2.1 General Manager/CEO 

Assessment of General Manager/CEO's performance is made primarily through the evaluation of the 

Bank's business performance that determines the score, both on its own as well as in comparison with 

BOC HO’s other branches of similar category. 

The Bank's key performance indicator is calculated by the factors considered not only on a yearly basis 

but also on a long term years such as 3-year roll-over basis.  

2.2.2 Deputy General Manager 

Assessment of Deputy General Manager’s performance is made primarily through the evaluation of the 

Bank’s business performance that determines the score, both on its own as well as in comparison with 

BOC HO’s other branches of similar category. 

2.2.3 Non-Management Executives 

The bonus scheme for both local staff as well as transferred Chinese staff is constructed on a two-level 

sequential distribution process: 1) a bundled amount to all staff as a group, and then 2) to each staff 

individually. 

2.2.3.1 Group Bonus 

Group Bonus Amount: The Group bonus of non-management executives is determined on the basis of 

the current year’s budget.  

2.2.3.2 Individual Bonus 

The individual bonus amount varies according to the rank of the Employee. 
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The Bank or Head Office may offer special awards for a Staff Member’s recognised excellence. Eligibility 

to the aforementioned special awards and their amount will be determined by and at the discretion of the 

Bank or Head Office; In any case, the special awards will not represent a significant amount.     

2.2.4 Indicative Settings of Maximum Variable Remuneration 

The following indicative settings may apply to the maximum Variable Remuneration. The General 

Management retains discretion to propose the settings which should be flagged to and decided by the 

Board of Directors in its supervisory function. 

The variable component cannot exceed, in general, 100 % of the fixed component of the total 

remuneration for each individual (see 2.2), except upon shareholders consent and upon compliance with 

the procedure for increase (CSSF 15/622).  

2.3 Pay Out Process of Variable Remuneration for General Management Member 

Although the Bank is in a position to reasonably invoke the proportionality principle at its level, in a 

Group context the Bank has implemented a deferral scheme for General Management Member. 

This scheme foresees that 59.9% of Variable Remuneration is paid upon the completion of performance 

assessment (non-deferred part). The other 40.1% of Variable Remuneration has to be deferred over a 

period of at least 3 years.  

During the deferral period, the Head Office and Board of Directors in its supervisory function 

comprehensively identifies the risk loss situation of General Management Member, who is over tenure or 

left the company, on a yearly basis in order to set up the ex-post risk adjustment. Under the accountability 

mechanism, the rollback checking is implemented yearly. For serious or significant situation, Malus or 

Clawback might be triggered. The ex-post risk adjustment should be considered with the institution risk 

management & compliance key performance indicators assigned and the violation situation of this 

employee and dealt with discretion. 

2.4 Remuneration Budget (applied on both Fixed and Variable Remunerations) 

Remuneration budget includes Fixed Remuneration and Variable Remuneration. This Fixed Remuneration 

budget is based on the last year total Remuneration and links to the local living cost, the market pay level, 

regulation requests and the change of staff number.  
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The envelope of Variable Remuneration links to the Bank performance and key business indicators 

completion. This budget is made according to the prediction of the performance of the Bank at the 

beginning of year, taking into account all risks, expected losses, estimated unexpected losses and stressed 

conditions. 

2.5 Performance Measurement Indicators 

In order to enhance the management of our human resources, to encourage our staff to strive at their best 

effort, and to build an effective incentive mechanism, the General Management has decided to initiate a 

performance-based reward and disciplinary system in the Bank on the annual basis from the year 2002 

onward. The evaluation results are linked to bonus, promotions, training and job assignment. 

The Human Resources Department is responsible for organizing the individual performance assessments 

process. The result of assessment is based on both quantitative and qualitative criteria which are mainly 

from key performance indicators (KPI) designed by BOC HO and partly from assessment from 

Department Heads and General Management.  

2.5.1 The Bank's Key Performance Indicator（KPI） 

The Bank’s KPIs for 2017 are based on the following indicators:   

 Financial Result;  

 Business Development; 

 Risk management & compliance. 

The financial and business indicators of the Bank are calculated quantitatively according to net income, 

business volume or limit control set by BOC HO. The result of these indicators could be measured 

through accomplishment, increasing or comparing with last year. All the indicators are calculated by year-

end volume or yearly-average volume. 

The risk management & compliance and HR indicators are assessed qualitatively by BOC HO. 

According to the overall strategy development of BOC and market changing, BOC Group will adjust the 

key performance indicators annually. 

The fulfilment of the Bank’s KPIs, as defined by BOC HO, results to a coefficient (coefficient of bank 

performance) applicable to the Staff Members of the Bank and used as a bonus base. 
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2.5.2 Coefficient of Individual Performance Grade 

Each relevant supervisor assigns (based on their function) and rates (based on their performance) – in 

general up to 120% - relevant quantitative and qualitative KPIs for the Staff Members within the Bank.  

Staff Members engaged in non-business or control functions are assessed in accordance with the 

achievements of KPI linked to their functions, independent of the business area. Senior officers in the risk 

management and compliance functions are available for the oversight of the Board of Directors. 

Setting and assessment of performance targets of management level in department: 

 Department performance;  

 Position performance;  

 Conduct capacity appraisal. 

1. Department performance is the score of performance assessment of departments.  

2. The position performance of employees of managers and above level of the departments includes the 

quantitative performance indicator and the task indicator which shall be assessed by the Head of the 

department. The quantitative performance indicator can be accessed from the advancement, goal, market, 

contribution and other multiple dimensions. The scoring method is developed by the departments 

according to their respective conditions. The job assignment indicator shall clearly specify the detailed 

standards for the quantity, results and effect of work and internal control & compliance, and assessed by 

the level rating method.  

3. The conduct and capacity is assessed by the superior, the same level and the subordinate from due 

diligence, business contribution, management and guidance, service quality and working style, etc.  

Setting and assessment of performance targets of other department employees: 

The performance assessment of other department employees are organized and carried out by the 

concerned Head of Department. The method for setting quantitative indicators and task indicator is the 

same as that stipulated in the preceding paragraph. The conduct and capacity is appraised by the superior, 

the same level and the subordinate in terms of honesty & reliability, responsible to the job, professional 

expertise, learning and innovation capability, initiatives and team cooperation.  
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2.6 Guaranteed Variable Remuneration (cash-based compensation) 

The Bank does not offer guaranteed Variable Remuneration, except for welcome packages with a 

limitation to the first year of employment in the framework of hiring new Staff Members and provided 

that the Bank has a sound and strong capital base. If this is used in exceptional circumstances, it will be 

subject to strict internal review and governance and allowed to the extent that they are aligned with the 

applicable laws.  

Fixed component will need to represent a sufficiently high proportion of the total Remuneration in line of 

education, degree of seniority, level of expertise and skills required. Variable Remuneration should be 

based on performance achieved over time and decrease as a result of negative performance and can be 

reduced to zero as necessary.  

2.7 Buy-out bonuses 

Variable Remuneration relating to compensation for the buy-out from a prior employment contract, if ever 

paid, will align with the long-term interests of the Bank. 

2.8 Bonus Withholding/malus 

In cases where the performance criteria are not met by the individual concerned, or/and  where business 

operation of the Bank deteriorates, the Bank shall reserve the rights to withhold Variable Remunerations, 

whether in whole or in part, as it sees fit.  

2.9 Claw Back 

The Bank also reserves the rights to demand full or partial repayment from the individual who has 

received vesting/payment of Remunerations based on data which is subsequently found to be fraudulent. 

2.10 Severance Pay 

The Bank does not offer guaranteed exit packages. In cases of early termination of a contract, the Bank 

will only make severance payments which are in accordance with the provisions of the applicable 

employment law. In addition any severance payment should reflect performance achieved over time and 

should not reward failure or misconduct. 



11 
 

Severance payments in the framework of a settlement agreement to prevent a potential labor dispute or 

end an actual labor dispute might be considered to avoid a long and costly procedure in labor courts. 

However, severance payments will never exceed at a maximum what a labor court would likely grant to 

an Employee in case of dismissal declared unfair as determined based on the particularities of each case, 

based on case-law and as advised by external legal counsel. The Bank will ensure to be in a position to 

explain and justify its decision to pay severance; any severance payment made as well as the underlying 

decision-making process will be documented, transparent and made available to the CSSF upon request. 

2.11 Personal Hedging 

Staff Members are required to undertake not to use personal hedging strategies or remuneration- and 

liability- related insurance to undermine the risk alignment effects embedded in their Remuneration 

arrangements. 
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3 Governance 

The Policy should be reviewed periodically and at least on an annual basis in order to comply with 

regulations and be implemented as described. The Board of Directors, the Authorized Management, and 

the control functions are involved in the governance of the present Remuneration Policy.  

3.1 Board of Directors 

The Bank’s Board of Directors, in its supervisory function, handles the following responsibilities: 

 Defining the general principles of this Policy; 

 Approving this Policy; 

 Ensuring the supervision of/oversee the implementation of this Policy; 

 Reviewing this Policy as well as any future change made to it, as suggested by the General 

Management accordingly within the applicable guidelines; 

 Ensuring, on a regular basis, that the Bank has the appropriate Remuneration procedures in place; 

 Determining and overseeing the Remuneration of the members of the management function; 

 Approving and periodically review the identification process policy, being involved in the design of 

the self-assessment of material risk takers and ensure that such assessment is properly carried out/oversee 

the identification process and approve material exemptions and exclusions of staff in accordance with 

Commission Delegated Regulation No 604/2014.  

3.2 Authorized Management 

The Authorized Management (conducting persons) of the Bank is responsible for the implementation of 

the Policy by:  

 Taking all necessary measures for implementing the present Remuneration Policy and keep the 

present Policy and the Remuneration falling within its scope under review in the light of legislative, 

regulatory and market developments;  

 Reporting as often as it deems necessary, but at least once a year, to the Board of Directors about the 

implementation of the present Remuneration Policy;  
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 Proposing for approval to the Board of Directors the global amount to be allocated to the increase of 

the Fixed Remuneration and to the Variable Remuneration (budgeting phase);  

 Defining the people and the amounts of the discretionary salary increases once the global amounts 

are approved;  

 Defining the people and the amounts for the discretionary bonuses once the global amounts are 

approved;  

 Defining the people and the target amounts of the standard bonus in line with the approved budget.  

3.3 Control Functions 

In accordance with the provisions set out in the Circulars, all competent control functions are involved in 

the design, ongoing oversight of the Bank’s remuneration policy, as well as conducting a yearly internal 

review of the Policy. The Policy is reviewed on an annual basis. 

The Head of Risk Management Department (Chief Risk Officer) is responsible for:  

 Assessing whether the Variable Remuneration structure affects the risk profile of the Bank. The 

CRO will also determine the capital allocation associated with the Remuneration Policy and the annual 

ICAAP report. 

The Chief Compliance Officer is responsible for:  

 Assessing if the Remuneration structure is compliant with legislation, regulations and internal 

policies.  

The Chief Internal Auditor function is responsible for:  

 Assessing the Remuneration Policy according to article 38-5 d) of the law of 23 July 2015. 

3.4 Human Resources Function 

The Policy is updated by the Human Resources Department under the review of the General Management 

to include any changes which would be introduced by the Board of Directors and by updating the 

appendices to the Remuneration Policy if necessary, the updated Policies then reported to and adopted by 
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the Board of Directors. A copy of the Policy must be transmitted to the Chief Internal Auditor and can be 

consulted by the CSSF upon request. 

3.5 Others 

Remuneration of the senior staff responsible for heading the control functions is available for the oversight 

of the Board of Directors. 

 The Remuneration structure of control functions personnel does not compromise their independence 

or create conflicts of interest in their advisory role to Board of Directors.  

 Variable Remuneration for control functions is therefore based on function-specific objectives and 

not determined directly by the Bank-wide performance criteria. 

 


