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I. Introduction 

Bank of China (CEE) Ltd. (hereinafter: the Bank) is a subsidiary of Bank of China (Europe) S.A. (hereinafter: 

BOC Europe, Shareholder or Owner) following its transfer from Bank of China Limited (hereafter BOC Ltd. or 

Head Office) in May 2022. As such, it is a part of the Bank of China Group (hereinafter: the Group), one of the 

world’s largest banking groups and one of the banks with the longest continuous operation among Chinese banks. 

The Bank is a single-person private company limited by shares; the date of its establishment is 08 Jan 2003. 

The single-person shareholder of the Bank is Bank of China (Europe) S.A., and its voting ratio is 100%. 

In 2015, the Bank established branch offices in Austria and in the Czech Republic. Then, in 2019, a branch was 

established in Romania, and its operation started in 2020. The Bank’s foreign branches are located at: 

Prague Branch: na Florenci 2116 / 15, Praha 1- Nové Mésto, 110 00, 

Vienna Branch: Schottenring 18, 1010 Wien, 

Bucharest Branch: Sectorul 1, Piata Presei Libere, Nr 3-5, Turnul De Sud Al Cladirii City Gate, Etaj 11, 

Bucharest. 

In 2016, the Bank established a subsidiary company in Serbia; it was sold on 8th June 2022 to Bank of China 

(Europe) S.A. 

On 24 May 2022, Bank of China (Europe) S.A. became the sole shareholder of the Bank by acquiring 100% direct 

ownership interest in the Bank from Bank of China Limited. 

The Bank’s LEI code is 529900L6M79Q98YVU182. 

The Bank's reporting currency is the Hungarian Forint. The monetary data disclosed in this document are in 

precision equivalent to millions of Hungarian Forints. The Bank prepares its financial statements in accordance 

with International Financial Reporting Standards (“IFRS”). 

II. Scope, means, and frequency of the disclosure 

Under the provisions of Act CCXXXVII of 2013 on Credit institutions and financial enterprises, the Bank shall 

fulfill the reporting requirements specified in Regulation 575/2013/EU of the European Parliament and of the 

Council on prudential requirements for credit institutions and investment firms (hereinafter: CRR or Regulation), 

Part Eight, and amending Regulation ,on an individual basis. As defined as a small and non-complex institution 

that is non-listed, the Bank discloses the information outlined in Article 433b of the CRR once a year. The Bank 

publishes its disclosure document (“Disclosure”) on its web page in conjunction with the date of publication of the 

financial statements.  

The Disclosure relies on the templates and instructions of the relevant guidelines of the European Banking 

Authority (EBA) and Magyar Nemzeti Bank (MNB): 

− Recommendation 7/2022. (VII. 22.) of the Magyar Nemzeti Bank on the disclosure rules under the act 

on credit institutions and financial enterprises and the CRR 

(Available at: https://www.mnb.hu/letoltes/7-2022-altalanos-nyilvanossagra-hozatali-ajanlas.pdf)  

− COMMISSION IMPLEMENTING REGULATION (EU) 2021/637 of 15 March 2021 laying down 

implementing technical standards about public disclosures by institutions of the information referred 

to in Titles II and III of Part Eight of Regulation (EU) No 575/2013 of the European Parliament and of 

the Council and repealing Commission Implementing Regulation (EU) No 1423/2013, Commission 

Delegated Regulation (EU) 2015/1555, Commission Implementing Regulation (EU) 2016/200 and 

Commission Delegated Regulation (EU) 2017/2295 

(Available at: https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02021R0637-20220509) 

− Recommendation No 10/2022. (VIII.2.) of the Magyar Nemzeti Bank on climate-related and 

environmental risks and the integration of environmental sustainability considerations into the activities 

of credit institutions 

(Available at: https://www.mnb.hu/letoltes/10-2022-zold-ajanlas.pdf)  

https://www.mnb.hu/letoltes/7-2022-altalanos-nyilvanossagra-hozatali-ajanlas.pdf
https://www.mnb.hu/letoltes/10-2022-zold-ajanlas.pdf
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− Recommendation No 1/2023. (I.13.) of the Magyar Nemzeti Bank on the requirements related to the 

disclosure of non-performing exposures and restructured receivables by credit institutions outside the 

scope of Commission Implementing Regulation (EU) 2021/637 

(Available at: https://www.mnb.hu/letoltes/1-2023-npe-nyilvanossagra-hozatal-ajanlas.pdf)  

Pursuant to Article 432 (1) of CRR, institutions may omit one or more of the disclosures listed in CRR. However, 

the Bank did not take this opportunity to discuss the reporting year. The Bank publishes information that is relevant 

to its activity. 

The Bank is under no obligation of consolidation for prudential purposes as of December 31, 2025. There are two 

companies where the Bank has an investment subject to accounting consolidation: Garantiqa Hitelgarancia Zrt. 

and SWIFT SC following Article 36(1) point (i). 

Data disclosed in this document contain information on both the Bank’s activity in Hungary and data on the activity 

of the Bank’s foreign branches.  

The investment into Garantiqa Hitelgarancia Zrt. and SWIFT SC has not been consolidated nor deducted from its 

own funds from a prudential point of view. 

III. Risk management objectives and policies (Article 435 (1) points (a), (e) and (f)) 

3.1 General Risk Profile of the Bank 

The Bank defines its risk management policies, strategies, and objectives according to the prevailing regulatory 

rules and the guidelines and requirements of the BOC Europe/Head Office/BOC Group. 

When defining its overall risk strategy, the Bank's main objectives are to establish a risk management framework 

and risk management systems that take into consideration the Bank's conservative risk-taking and, at the same 

time, maximize its risk-adjusted returns and the efficient use of capital. As the Bank's business model builds on 

lending to corporations in the real economy and thus promoting economic relations and investments between China 

and Central-Eastern Europe, the most prominent risk faced by the Bank is credit risk. 

To ensure compliance with the Bank's risk strategy, the Bank takes into consideration the following principles to 

ensure effective risk management: 

Compliance with regulatory requirements at all times: The Bank is strongly committed to ensuring that it and 

all of its employees conduct their activities in accordance with regulatory requirements. 

Risk culture: The Bank's strategic goals regarding risk management are communicated clearly and concisely to 

all employees, and prudent risk-taking should be an integral part of every employee's mindset. 

A holistic approach to risk management: The rules and practices of risk management are defined, taking into 

consideration the interconnections between different types of risks. 

Clear rules: For every type of risk the Bank faces, clear rules regarding tasks, reporting rules, and responsibilities 

are defined for every level of employee. 

Control functions: control functions are independent of the business areas they oversee and are incentivized to 

ensure the prudent risk-taking of the Bank. The Bank has established different risk management functions, 

independent from operational functions (Risk Management Department is responsible for enterprise risk 

management and taking the lead in performing the daily management of enterprise risk, furthermore it is in charge 

of credit risk, counterparty credit risk, market risk, country risk; credit concentration risk, environmental (climate) 

and social and governance risk, it also shares second line of defense responsibility with Financial Management 

Department in case of liquidity risk and interest rate risk in the banking book.; Financial Management Department 

is in charge of strategy risk, liquidity risk, interest rate risk in the banking book, exchange rate risk and capital 

management; Internal Control & Legal and& Compliance Department is in charge of legal and compliance risk, 

money laundry risk and operational risk; Administration Department is in charge of reputational risk), which are 

subject to review by the independent internal audit function. 

  

https://www.mnb.hu/letoltes/1-2023-npe-nyilvanossagra-hozatal-ajanlas.pdf
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3.1.1 Overview of Risk Management Processes 

The Bank's risk management processes are designed in accordance with the relevant regulatory requirements and 

BOC Europe’s/ Head Office/Group guidelines.  

These processes cover all aspects of effective risk management, namely: 

− Risk-taking 

− Risk identification and measurement 

− Risk monitoring 

− Risk reporting 

− Stress testing 

− Recovery planning 

The Bank uses different methods to measure and monitor risks. 

Every year, the departments responsible for risk management propose Key Risk Indicators (KRIs) covering 

different types of risks,. These KRIs are submitted to the Management and the Board of Directors for approval and 

are monitored quarterly. Capital indicators consider regulatory limits, SREP requirements, and the bank's business 

plan. 

The Bank sets its risk appetite based on the business and risk strategy of the Bank, taking into account BOC 

Europe/Group requirements. The objective is to prevent or significantly reduce the impact of undesirable risk 

events by allocating capital, applying policies and systems, performing appraisals, closely monitoring limits, and 

following a clear, quantitative risk appetite from all business lines. 

The Bank's Key Risk Indicators are measurable and verifiable through management control and are influenced by 

external market and regulatory requirements. The Bank applies a comprehensive limit system to measure and 

manage its exposures. These limits can be set per client, industry, country, or product, or based on regulatory or 

internal risk indicators. The departments responsible for risk management perform limit management, which 

includes recording approved limits, continuous monitoring of limit utilization, and reporting occurent limit 

overutilization to Management/BoD. 

The KRIs are monitored quarterly by the lead functional department in charge of the given risk. Results are sent 

to the Risk Management Department every quarter, which aggregates the reporting to the bank's governing bodies 

and operative levels to allow an efficient flow of information. The relevant lead functional department in charge 

of the given risk reports any access to the Management directly. 

3.1.2 Transactions within the Group 

On 8 June 2022, the Bank sold its 100% ownership of the Serbian subsidiary (Bank of China Srbija) to Bank of 

China (Europe) S.A. The Bank also has foreign branches in Prague, Vienna, and Bucharest. The foreign branches 

focus on corporate lending, deposit collection, and related client servicing. 

The Bank of China Group has a presence in many countries throughout the world. The Bank naturally conducts 

transactions with several Group members, including BOC Ltd. The Bank and its foreign branches secure 

significant portions of their financing from BOC Ltd. or the fund pools of the Bank of China Group. In certain 

cases, the Bank and the foreign branches provide loans in cooperation with BOC Ltd. or other members of the 

Bank of China Group, mainly in the form of syndicated lending at the time of or after the origination. 
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3.1.3 Statement 

The Bank's Board of Directors discussed the Bank's risk strategy and risk profile in May 2026. According 

to Article 435 (1) e) of the Regulation, the Board of Directors of Bank of China (CEE) Ltd. states by 

approving the present Report that the applied risk management system is appropriate in terms of the profile 

and strategy of the Bank and the risk profile of the Bank is within the framework approved by the Board 

of Directors. 

According to its business strategy, the Bank is focusing on the commercial banking business line and providing 

credit facilities for mainly larger companies. Due to this business strategy, the main risk is the credit risk within 

the Bank's total risk exposure, although the level of the credit risk is considered low because the clients are 

predominantly global corporations with stable and diversified operations. Based on this strategy, the Bank 

established specific risk appetite indicators and key risk indicators. 

The Bank received its investment banking license in 2024. The Bank is targeting 2026 for the commencement of 

active investment banking service provision. 

The Bank's Board of Directors revised the Bank’s risk appetite in May 2026. According to Article 435 (1) f) 

of the Regulation, the Board of Directors of Bank of China (CEE) Ltd. states that the risk appetite presented 

in this document is in line with the Bank's business strategy and includes appropriate key risk indicators 

focusing on loss prevention.  

Different methods are used for measuring and monitoring risks, like evaluating clients’ creditworthiness and 

setting limits. Each year, departments responsible for risk management propose Key Risk Indicators (KRIs), which 

are presented in the Risk Appetite Statement of the Bank. The statement is then approved by the Management and 

Board of Directors. The Bank's risk-taking is based on its business and risk strategies, and external market and 

regulatory requirements are also considered. The Bank's KRIs cover various types of risk, including credit, market, 

operational, country, strategic, liquidity, and reputational risks. Capital indicators are also taken into account, 

including regulatory limits and the business plan of the Bank. 

The objective of the KRIs is to minimize or prevent the impact of unfavorable risk events. Capital is allocated, 

policies and systems are applied, appraisals are performed, limits are closely monitored, and clear, quantitative 

risk appetite is set and followed. The approved risk appetite is transmitted to all of the Bank's branches. KRIs are 

monitored quarterly, and the results are sent to the Risk Management Department. This information is then reported 

to the Bank's governing bodies and to the operative levels to allow an efficient flow of information. Any access 

shall be directly reported to the Management by the relevant lead functional department in charge of the given risk. 

The Bank uses a limit system to measure and manage its exposures. The limit system determines the maximum 

risk-taking, which can be set per client, industry, country, product, or based on regulatory or internal risk indicators. 

The departments responsible for risk management perform limit management, which includes keeping an up-to-

date record of approved limits, continuous monitoring of limit utilization, and reporting on limit overutilization to 

Management, which is to be duly documented. 

3.2 Responsibilities within the Bank 

3.2.1 Control Functions 

The internal control functions within the Bank are organizationally independent of the business areas they 

supervise and have the necessary resources, authority, and access to information that is required to perform their 

tasks. Besides reporting to the Supervisory Board and the Board of Directors, the control functions also report to 

different departments – varying by control function - of BOC Europe and the Head Office, referred to as line 

supervisory departments. 

The three lines of defence 

The Bank uses the so-called "three lines of defence" model to identify the functions within the Bank that are 

responsible for addressing and managing risks. 

The business lines, as the first line of defence, take risks and are responsible for their operational management 

directly and permanently. The risk management functions and the compliance function form the second line of 

defence. The risk management functions are responsible for the implementation of operative risk management, 

including its ongoing and proactive development. The compliance function monitors compliance with legal and 

regulatory requirements and internal policies, provides advice on compliance to the management bodies and other 

relevant staff, and establishes policies and processes to manage compliance risks and ensure compliance. Both 

functions may intervene to ensure the modification of internal control and risk management systems within the 

first line of defence where necessary. 
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The independent internal audit function, as the third line of defence, is in charge of the independent review of the 

first two lines of defence. It performs its tasks fully independently of the other lines of defence. 

To ensure their proper functioning, all internal control functions are independent of the business they control and 

have appropriate financial and human resources to perform their tasks. The heads of internal control functions 

report to the Board of Directors and to the Board of Supervisors at least quarterly. Further, the heads of internal 

control functions are able, where necessary, to access and report directly to the Board of Supervisors, raise 

concerns, and warn them when specific developments affect or may affect the Bank. 

The Bank's Board of Directors and the Board of Supervisors yearly evaluate the Bank's internal governance and 

internal control framework and assess the operation of the Bank's internal lines of defence, including the structure 

and operation of the various elements of the Bank's risk management framework. When needed, they take steps to 

ensure that necessary corrective actions are implemented. When evaluating the operation of the Bank's risk 

management framework, focus is placed on the implementation of the Bank's risk appetite. 

3.2.1.1 Risk Management Department 

The Risk Management Department is responsible for the implementation of a sound risk management framework 

throughout the Bank. It is responsible for further identifying, monitoring, analyzing, measuring, managing, and 

reporting on risks and forming a holistic view of risks, which is under its responsibility on an individual and 

consolidated basis. It challenges and assists in the implementation of risk management measures by the business 

lines to ensure that the process and controls in place at the first line of defence are properly designed and effective. 

The department coordinates the management of credit risk, credit approval, market risks (trading book), 

counterparty credit risk, credit concentration risk, ESG risk, and country risk according to the regulatory 

requirements of the CRR regime.  

3.2.1.2 Internal Audit Department 

The Internal Audit Department is strictly independent of the operational and other control functions. It reports to 

the Supervisory Board and also to BOC Europe Internal Audit Department to ensure consistency between the 

Bank's methodology and risk control framework and BOC Europe.  

The Internal Audit Department conducts risk-based and general audits. It reviews the internal governance 

arrangements, processes, and mechanisms to ascertain that they are sound and effective, well implemented, and 

consistently applied.  

3.2.1.3 Internal Control and Legal and Compliance Department 

The Internal Control and Legal and Compliance Department is part of the Bank’s second line of defence. Its 

primary task is to ensure the Bank’s compliance with the regulatory provisions governing its activities and 

operations and that its internal regulations and policies are consistent with regulatory provisions. Another crucial 

task of the Internal Control and Legal and Compliance Department is to monitor the implementation of policies 

and regulations from the Head Office, BOC Europe and local regulatory authorities and to coordinate the 

monitoring and prevention of money laundering and terrorism financing, as well as market abuse and fraud events.  

The Internal Control and Legal and Compliance Department is responsible for the second-level control of customer 

due diligence carried out by the Bank’s business departments. 

The Internal Control and Legal and Compliance Department reviews and validates all risk-taking contracts from 

a legal point of view and makes proposals to the legal stipulations to ensure compliance with applicable laws and 

regulations.  

The Internal Control and Legal and Compliance Department also assists in investment services activities, ensuring 

compliance with capital markets regulations. It is to be noted that a designated employee within the department 

also performs the safeguarding officer function.  

Other functions of the Internal Control and Legal and Compliance Department include maintaining the Bank’s 

Conflicts of Interest Record, Confidentiality Lists, Insiders Lists, and maintaining the staff’s Personal Transaction 

Record, which all play a crucial role in managing operational and reputational risks.  

Furthermore, the Internal Control and Legal and Compliance Department reports quarterly to the Risk and Control 

Committee about the implementation of the compliance control plan and control results, as well as about the 

progress of corrective action plans. The Department also reports to the Board of Directors and the Board of 
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Supervisors quarterly concerning the fulfillment of its tasks, as well as to the functional department of the 

Shareholder. 

Currently, there are no plans to implement any major changes in the operation, size, and authority of the control 

functions outlined above.  

3.2.2 Risk Control Functions in the Foreign Branches  

The risk management of foreign branches lies on the same basis as the Bank’s. The foreign branches have local 

compliance functions, while they do not have separate risk management functions; the Bank’s Risk Management 

Department performs related tasks. The regulations of the Bank, as main principle, are directly applicable to each 

branch. 

If the country in which the foreign branch resides has different or stricter regulations than the regulation of the 

Bank, its internal regulation needs to be amended to meet the local requirements in every circumstance. 

3.2.3 Risk Culture, Risk Awareness 

The high level of risk awareness among all employees and the inherently conservative risk approach is an integral 

part of the business strategy. A full understanding of the economic environment in which the Bank operates and 

the risk profile of the clients is a central part of the business and risk strategy. 

The primary goal of the risk management strategy is to maximize the value for the shareholders within the 

acceptable risk profile, meet the local requirements, and protect depositors and other stakeholders for the Bank’s 

prudent and stable operation, which ensures the fulfillment of the Bank's business policy and strategy. The Bank 

is constantly working on improving the systems, policies, and procedures that enables timely identification, 

measurement, control, and monitoring of all risks that occur in the Bank.  

The Bank has set up basic principles on which the risk management framework is built: 

− Compliance: The Bank aims to fully comply with all applicable local laws and regulations and the Group 

guidelines. 

− Appropriate balance between risk and return: The Bank aims to achieve an appropriate balance of risk 

and return through active control.  

− Segregation of duties, avoiding conflict of interest: Risk management units and personnel are independent 

of business units and should perform independent reviews and give professional opinions for the risks 

arising from business activities.  

− Clarify rights and responsibilities: Accountability shall be carried out through a strict internal control 

mechanism, specific division of responsibilities, and clearly defined rights. 

− Forward-looking and proactive approach: All employees cooperate, study, and manage risks in a 

forward-looking manner, actively identify and improve management and control measures, and ensure 

risks are under control.  

− Fully know your customers and businesses: The motto "know your customers" and "know your 

businesses" are the cornerstones of banking operations. The Bank performs due diligence on new products 

and businesses to ensure acceptable risks.  

− Consistency and coherence: The Bank has a coherent risk appetite and risk management strategy and 

carries out consolidated risk management for all members of the Group in order to ensure consistency 

between risk management objectives and business activities.  

− Differentiated and controllable: Under the risk appetite and risk management strategy, the Bank has 

differentiated and controllable risk management in line with the external market environment and its own 

risk management capability in order to make risk management flexible and pragmatic.  

− Substance over the form should prevail: In all cases where risk strategy and any other relevant risk internal 

rules are not fully clear, substance over the form prevails, meaning all available information is considered. 

The code of conduct, gift policy, conflicts of interest policy, and risk assumption policy are all in place to enforce 

and promote a risk culture and risk-taking that is in line with the Bank’s strategic goals. The Bank pays special 

attention to communicating risk culture within the institution and its branches, including delivering training.  

3.3 Risk Management Objectives, Policies, and Processes for Separate Risk Types 

3.3.1 Credit Risk 
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Credit risk is the risk of loss arising from the failure of a borrower or counterparty to repay a loan or otherwise 

meet a contractual obligation. A conservative approach to credit risk has traditionally characterized the BOC 

Group’s and, therefore, the Bank’s business model. The credit risk management framework has been established 

accordingly. 

3.3.1.1 Credit Risk Strategy and Business Model  

The Bank’s risk management framework reflects its conservative risk-taking while it supports maximizing the 

risk-adjusted returns and efficient use of capital. As the Bank’s business model (including its foreign branches) 

builds on lending to corporations in the real economy and thus promotes economic relations and investments 

between China and Central-Eastern Europe, the most significant risk faced by the Bank is credit risk.  

The Bank may extend, disburse a loan, or provide suretyship, bank guarantee, or other banker’s obligation if the 

customer’s credit quality is high based on the business and financial plans of the transaction and the available 

collaterals. The Bank takes part (either directly or through its foreign branches) in international syndicated loans 

and mainly participates in transactions assessed and preferred also at the BOC Group level.  

As a subsidiary registered within the EU, the Bank has a single passport of the EU for financial services, which 

enables the Bank to set up subsidiaries or branches or representative offices in the EU and surrounding countries 

and implement the Group’s strategy throughout Central and Eastern Europe. The Bank successfully set up the 

Prague branch, the Vienna branch in 2015, and the Romanian branch in 2019, and it seeks further business 

opportunities in the region. The Bank’s core lending activity is focused on large-scale corporate customers, and 

the retail banking segment represents only a small part of the Bank's loan and deposit portfolio. The retail client 

base is, in general, composed of Chinese citizens and relatives, workers of China-related employers, and some 

affluent and high-net-worth individuals. According to the strategy of the Bank, it is not planned to target other 

private individual client groups, retail lending was even suspended in 2024, thus the number of clients is expected 

to remain on the present low level in the future while the stock of retail loans is steadily decreasing through the 

scheduled repayment of the loans. The business model of the foreign branches also builds on lending to large non-

financial corporations; there is no retail segment.  

The Bank plans to achieve solid growth in its loan book within the next five years, even in the present unstable 

economic outlook. Loan growth in the plan comes from two sources; on the one hand, CEE exposures will be 

transferred from the Bank of China Limited Hungarian Branch to the Bank (not new loans from the Group 

perspective) in more waves, on the other hand, the entities target to originate new loans for their benefit in the 

planning period. 

The Bank established a risk management framework that underpins and supports its business strategy and goals. 

In parallel with the Bank's growth, its risk management framework has been continuously developing.  

The objective of credit risk management is to ensure that all lending activities within the Bank are consistent and 

follow the credit principles determined by the Bank, i.e.:  

− Lending business should be secure and profitable, and it should not endanger the Bank’s liquidity position; 

− When deciding upon exposures, the Bank must strive to avoid over-concentration of exposures, taking into 

account the structure of the Bank's funding requirements as well as the requirements of prudent lending; 

− All loans must be under continuous control and record keeping. The Bank regularly monitors its credit 

portfolio to ensure the good quality of assets;  

− Credit officers must comply with all applicable laws and internal regulations of the Bank; 

− The risk undertaking and management follow the local and BOC Group regulations and requirements and 

are operated concerning the following principles: 

− “Know your customer” and “know your business” procedures represent the starting point of customer 

relationships and are used to avoid/minimize various types of risks; 

− Transparency needs to be set for every transaction and needs to be clearly documented; 

− AML and compliance risks must be addressed properly; 

− The Bank takes and manages risk with caution; credit-granting shall be based on sound and well-defined 

criteria; 

− Risk analysis should be forward-looking, and monitoring/controlling should be done throughout the 

lifetime of transactions. 

The Bank applies the standardized approach method to determine the Pillar I capital requirement for credit risk.  

3.3.1.2 Credit Risk Management Policies and Processes 
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To ensure a prudent and profitable operation based on its conservative approach to credit risk, the Bank has 

developed its client lending and risk undertaking conditions defined by internal regulations. These regulations are 

reviewed periodically and amended, if necessary, based on the applicable rules of law, the business concepts and 

requirements of the Owner/BOC Group, and the recommendations of the MNB. These policies and guidelines aim 

to ensure that all legal requirements are met at all times and to enhance the risk culture within the Bank.  

The top-level internal document for risk management is the Enterprise Risk Management Policy. Further main 

policies regarding credit risk are the Policy of Risk Undertaking and the General Lending Policy, which define the 

lending principles and the types of risk-taking, the general rules of credit application, and the credit approval 

process. The Bank’s Business Rules on Credit and Documentary Operations contain general information on the 

Bank’s credit products, which is available on the Bank’s website. 

The Bank ensures that its risk profile is in line with its risk strategy. For this purpose, quantitative limits and 

qualitative principles are established in accordance with internal regulations.  

Risk management methods and processes relating to credit risk management:  

a) Client rating 

The Bank performs client rating for every client with whom it concludes a contract that results in risk-taking or 

who secures risk assumption partially or fully, e.g., by guarantee. The rating is made in the internal rating system 

of the Bank; however, in certain cases, it is based on the rating already applied in BOC Group. The rating category 

of the client affects the client’s eligibility for lending, the client’s limit, the collateral requirements, the price of 

risk assumption, and, ultimately, the capital requirements for the given transaction. 

The rating is performed before the undertaking of risks (basic rating) and is reviewed at least annually when there 

is an ongoing relationship with the client. Based on the client rating, the Bank assigns the individual clients to 

rating categories. 

b) Approval process 

The approval process includes risk due diligence performed by the Risk Management Department, deliberation by 

the Credit Review Committee, and approval by authorized approvers either at the Bank or Head Office level, 

depending on the size of the credit request.  

The Bank has a separate process for low-risk/quasi-low-risk corporate transactions and retail customers. In these 

cases, the loan approval process is simplified, and the credit request does not undergo committee review. 

c) Client and client group limits 

The Bank applies a client-and-client group limit system to define the maximum risk acceptable concerning a given 

client or group of clients. The limits are determined considering the client rating, the economic situation of the 

client’s operating sector, and the availability of collaterals. The Bank will not assume any risk over the client limit 

defined with respect to the given client/client group, which ensures that concentration risk stays on or below the 

acceptable level. 

d) Steps before signing the contract and loan disbursement 

As an additional level of independent control, both the Internal Control and Legal and Compliance Department 

and Risk Management Department examine the risk-related contracts before signature to verify whether the legal 

terms/exposure to be taken by the Bank is compliant with the relevant laws/approval. 

If the contract or any of the related contracts are not qualified impeccable, the Internal Control and Legal and 

Compliance Department and/or Risk Management Department will notify the relevant business department on the 

remarks and initiate the necessary amendments. 
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e) Asset classification 

Asset classification is managed at least quarterly. Business departments submit their proposals on asset 

classification, which is verified after by the Risk Management Department. Depending on the delegation level, the 

final approval right is with the Deputy CEO in charge of risk management or at BOC Ltd. Provisioning and 

impairment calculations are performed in accordance with IFRS9 requirements.  

Qualitative and quantitative information on the Bank’s loan portfolio is also provided to the Management and the 

Board of Directors in the form of quarterly comprehensive risk reports/asset inventory reports. These reports 

contain information on the activities of the Bank based on different segmentations, e.g., by client sector, country, 

product type, and client group. 

f) Collateral evaluation 

In addition to assessing risks, the Bank regularly assesses, both in decision-making and monitoring, the 

effectiveness and value of credit risk mitigating tools (e.g., collaterals, guarantees) offered by the client or a third 

party or the covenants ensured in the contract.  

g) Monitoring 

The risk monitoring starts immediately after the decision on risk-taking has been approved. The Bank monitors 

client-related exposures and their compliance with the contractual payment conditions on a monthly basis and 

notifies the Bank's competent personnel accordingly. This evaluation covers the entire client portfolio and 

identifies the actual and expected risks in time. Before the maturity date, the Operations Department’s Loan 

Administration function notifies the debtors, requesting that they secure the cover for interest payment and capital 

installment in time. 

3.3.1.3 Credit Risk Management Departments  

The Bank uses the so-called "three lines of defence" model to identify the functions within the Bank being 

responsible for addressing and managing risks. Based on this principle, in the frame of credit risk management, 

the business lines are the first line of defence, taking risks and being directly and permanently responsible for their 

operational management.  

The Bank's Risk Management Department is responsible as a second line of defense for credit risk and credit 

concentration risk, including drafting risk management rules and policies, developing risk management technology, 

and identifying, assessing, monitoring, reporting, and controlling risks being under its responsibility.  

The Internal Control and Legal and Compliance Department supports the credit risk management process by 

monitoring the issuance of new legal and regulatory requirements.  

The Internal Audit Department, as the third line of defense, oversees the operational and control functions and 

reports directly to the Supervisory Board on compliance with the internal policies and assessment of risk 

management effectiveness.  

3.3.2 Counterparty Credit Risk 

The counterparty risk is the risk of the counterparty of a given transaction defaulting before the final settlement of 

the transaction’s cash flows. 

3.3.2.1 Risk management objectives and policies related to counterparty risk 

The Bank’s general objective is that it applies strict limits to minimize the counterparty credit risk. Due to the 

Bank’s business model, including the limited number of derivatives, the counterparty risk exposures are low. 

Furthermore, the Bank places its liquid sources for short periods with other banks, but mainly within the Group.  

The method of setting limits to the counterparty exposures concerning the internal capital requirement 

calculation 

For the derivative transactions specified in Annex II of CRR, the Bank calculates exposure amounts according to 

the original exposure method. In respect of the exposure value of interest rate derivative contracts, the Bank applies 

the original maturity date. 

Due to the business model of the Bank, as of 31 December 2025, the Bank did not have any transactions for which 

the counterparty risk capital requirement within the meaning of the CRR would have to be calculated. 
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3.3.2.2 Policies relating to guarantees and other risk mitigation techniques concerning the counterparty risk 

The Bank minimizes its counterparty risks primarily through the limit system. Within the risk management 

framework, the Bank has established client and client group limits, which indicate the maximum amount of risks 

acceptable to the customer/customer group with regard to any risk (including counterparty credit risk).  

The limits are established based on the regulatory framework and the internal guidelines of BOC Group. The limit 

calculation process takes into consideration the client’s rating; limits are established for a year and reviewed 

annually. 

These limits are meant to ensure that exposures related to individual entities or a connected group of entities do 

not exceed the approved risk appetite (including counterparty credit risk as well) of the Bank. The monitoring of 

these limits is performed by the Risk Management Department, with regular reports to the Management and 

RCCO/Board of Directors in the form of quarterly comprehensive risk reports. 

The Bank did not conclude any netting or margin agreements in the year of the Disclosure. 

3.3.2.3 Policies Regarding wrong-way Risk Exposures 

The wrong-way risk is the risk where the exposure toward a counterparty is increasing, and the counterparty’s 

credit rating is deteriorating. To manage wrong-way risk, the Bank has several measures, such as limits and the 

monitoring of collateral quality to minimize wrong-way risks. Furthermore, it does not conclude any credit 

derivative transactions that are most prone to wrong-way risk, thereby avoiding risks related to such instruments. 

Additionally, concerning treasury transactions, in most cases, the Bank uses the services of other members of the 

Group, thereby minimizing any undesirable risks that may come with the wrong-way counterparty risk. 

3.3.2.4 Impact of downgrading the Bank on the amount that the institution should provide as collateral 

According to the current contractual framework and because most of the transactions are concluded within the 

Group of the Bank, the downgrading of the Bank would not lead to additional collateral requirements. 

3.3.3 Market Risk 

Market risk is the risk of loss arising from movements in market prices (interest rates, exchange rates, equity prices, 

and commodity prices). Market risk exists in the trading book and banking book. 

3.3.3.1 Strategies and processes of market risk management 

The Bank takes a conservative approach to market risks, and as a result, the risk management strategy and 

processes are aimed at minimizing risk-taking in this category. The Bank does not engage in any transaction for 

proprietary trading. The different types of transactions are separated within the treasury front-office system, where 

deals held for different purposes are booked into separate portfolios. 

The Bank has established various tools to manage and measure market risk within its risk management framework. 

The Risk Management Department is responsible for the identification, management, and reporting of market risks.  

Specially developed sub-systems are available to monitor market risks. These systems provide sufficient 

information for every person and unit responsible for risk management within the framework of their scope of 

decision-making. The Bank introduced strict regulations on the Treasury counterparty and transaction limits, 

which are also set and monitored at the Group level.  

3.3.3.2 Structure and organization of the market risk management functions 

a) Board of Directors  

As the supreme decision-making organ in risk management, the Board of Directors is responsible for reviewing 

the Bank's overall market risk management strategy, determining its market risk appetite, and urging the 

Management to take necessary measures to identify, measure, monitor, and control market risk.  

b) Board of Supervisors 

The Board of Supervisors supervises the performance of the Board of Directors and the Management in market 

risk management.  

c) Management 
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The Management is responsible for preparing and supervising the implementation of market risk management 

policies and procedures, as well as assuming and managing the market risk incurred in business operations within 

the risk appetite determined by the Board of Directors.  

d) Risk and Control Committee  

The Risk and Control Committee performs comprehensive risk management on behalf of the Management. It 

carries out and implements the overall risk strategy and risk appetite established by the Board of Directors to 

implement the market risk limits set by the Head Office. It supervises the implementation of the Bank's market 

risk management system.  

e) Assets and Liabilities Committee 

The Asset and Liability Management Committee reviews methods, quantitative standards, and risk limits relating 

to interest rate risk and exchange rate risk management across the Bank. 

f) Risk Management Department 

The Risk Management Department is responsible for preparing market risk management regulations; taking the 

lead in the identification, measurement, monitoring, and independent reporting of market risk; identifying, 

measuring, and monitoring the market risk conditions of the trading book; urging the related departments to 

implement the market risk limits set by the Head Office; proposing to Head Office the market risk limit adjustment 

based on the actual market risk conditions of the Bank; and participating in the risk assessment and approval of 

new products.  

g) Financial Department 

The Financial Management Department is responsible for measuring, monitoring, and reporting the interest rate 

and exchange rate risk in the banking book, urging the business departments to perform the measures for the 

interest rate and exchange rate risk control and proposing the assets and liabilities structure adjustment and 

business adjustment. 

h) Global Markets Department 

The Global Markets Department (formerly, the Treasury Department) is responsible for classifying the trading 

book and the banking book as required by the Head Office; implementing the market risk limits of the trading 

book and banking book, other regulations and procedures on market risk management; carrying out daily risk 

management and making timely report on market risk information as required by Risk Management Department. 

i) Other relevant departments 

Other business departments are responsible for implementing the Bank’s market risk management policies and 

procedures to ensure effective monitoring of market risk in their respective business lines, compliance with limit 

implementation and timely reporting on market risk information as required by the Risk Management Department. 

The Internal Audit Department is independent of daily operation and implementation. It is responsible for assisting 

the Board of Directors in assessing the adequacy and effectiveness of market risk management designed and 

implemented by the Management.  

At the end of 2025, the Bank had open positions in the Euro, Pound Sterling, Japanese yen, US dollar, Chinese 

yuan, Czech koruna, Serbian dinar and Romanian leu. The Bank calculates annual Value at Risk for foreign 

exchange risk for ICAAP purposes.  

3.3.4 Operational Risk 

3.3.4.1. Risk Management Principles 

The Bank and the Group define operational risk as losses resulting from inappropriate internal processes and 

systems, external events, or inadequate performance of tasks by personnel. The Loss refers to the adverse impact 

on the Bank’s financial position, reputation, customers or employees. In line with the regulatory requirements, the 

definition of operational risk includes legal risk but excludes strategic and reputational risk.  

In the risk management framework, the Bank uses a common taxonomy for the categorization of operational risk 

events, related causes, and effects. The Bank distinguishes the following types of operational risk events: 

− internal fraud, 
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− external fraud, 

− employer’s practice and work safety, 

− client, business practice, marketing, and product policy, 

− damages caused to property and equipment, 

− disruption of business continuity or system error, and 

− implementation, fulfillment, process management. 

Furthermore, operational risk losses may occur independently of other risk types (events of a purely operational 

risk nature) or related to other risk types, such as market and credit risks, increasing the losses suffered. 

Operational risk is, therefore, a diverse risk that differs in many respects from other risk types, as low-frequency, 

high-severity loss events often characterize it. To reflect the diverse nature of operational risks, the Group 

implemented a comprehensive framework that ensures the timely identification, assessment, measurement, 

management and reporting of operational risk losses.  

The operational risk management framework of the Bank follows the following main principles: 

 

Comprehensive management: The operational risk management framework shall penetrate each business 

process and each operational link, cover all departments, branch offices, and posts, and be performed by 

all staff. 

Timely adjustment: Operational risk management shall match the Bank’s internal and external 

environments and make timely adjustments and improvements based on changes in business strategies 

and concepts, as well as changes in external economic, political, and regulatory environments. 

Cost-effectiveness: The operational risk management measures should accommodate the specific business 

scale, complexity, and other characteristics and seek a reasonable balance between the cost and return of 

risk management outcomes. 

3.3.4.2 Risk management policies and rules 

The Bank follows theOperational Risk Management policies of the Head Office and the BOC Europe, which define 

the main elements of the operational risk management framework and related processes, as well as responsibilities. 

Other rules of the Head Office and BOC Europe on the detailed operational risk management requirements, e.g., 

the management rules on KRI, RACA, and LDC, are also followed by the Bank.  

3.3.4.3 Organizational structure, key responsibilities 

The Board of Directors, the Board of Supervisors and the Management  have the authority to effectively identify, 

assess, monitor, control, or mitigate operational risks. The Board of Directors shall establish the framework of the 

Operational Risk Management, with the Operational Risk Management Policy. Management is responsible for 

implementing the operational risk management strategies and policies approved by the Board of Directors. 

The Internal Control and Legal and Compliance Department is the leading department of operational risk 

management, which is responsible for establishing and implementing the bank-wide operational risk management 

framework and promoting operational risk management consistency and effectiveness bank-wide. The main 

responsibilities include the establishment and regular review of operational risk identification and measurement 

processes (loss data collection, risk, and control assessments, key risk indicator monitoring), reporting of key 

operational risks to the management, and proposing potential risk mitigation actions in line with risk appetite on a 

cost-benefit basis. 

In addition, implementing the overall operational risk management framework requires the involvement and 

commitment of the entire organization. As a main principle, all organizational units are involved in managing 

operational risk and reducing risk levels to acceptable levels.  

In terms of operational risk management, the Risk and Control Committee is responsible for providing oversight 

on the Bank’s operational risk management framework, assessing its effectiveness, identifying any weaknesses, 

making decisions on relevant improvement measures, and supervising the implementation of these measures. 

The Internal Audit Department regularly examines and assesses the Bank’s operational risk management. 
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3.3.4.4. Operational Risk Management Process 

The first step of the operational risk management process is to identify operational risks that could jeopardize the 

achievement of the Bank's business objectives and may even cause significant losses. Proper risk identification is 

essential for quality risk management. Therefore, every organizational unit of the Bank monitors, evaluates, and 

manages any disturbances or operational risks occurring within its scope of activities.  

To better identify, assess, monitor, control or mitigate, and report operational risk, the Bank gradually establishes 

and maintains the following relevant operational risk management processes: 

− the operational risk and control assessment (“RACA”) process; 

− the process of reporting material operational risk events; 

− the process of operational Loss Data Collection (“LDC”); 

− the process of monitoring Key Risk Indicators (“KRI”); 

− the process of internal control measure examination and identification; 

− the process of tracking operational risk rectification; 

− the approval process of new product risk; 

− the process of the business emergency plan and business continuity plan; 

− the process of service outsourcing management; 

− the operational risk reporting process; 

− the process of assessing major business environment and internal control elements; and 

− other operational risk management processes. 

Currently, there are no mandatory limits for operational risks; only certain risk limits have been set for the main 

risk indicators, which also incorporate operational risks.  

3.3.4.5. Risk Mitigation 

To ensure effective control over operational risk management activities, the Bank’s operational risk management 

regularly assesses the adequacy of operational risk control measures or other mitigation measures and identifies 

the acceptability of operational risk after those measures are implemented.  

If the level of operational risk is unacceptable, remedial measures are to be adopted and recorded formally. The 

person liable for rectification regularly monitors the implementation of the remedial measures and ensures that the 

operational failure can be resolved within the defined timeframe. 

3.3.4.6. Reporting Lines 

Through the prescribed process, regular reports are provided about the most important changes in the operational 

risk profile for the Head Office, Board of Directors, Management, Risk and Control Committee, and relevant 

departments, taking into account the nature, impacts, frequency, and severity of operational risk. 

The Bank has established the following operational risk management reporting routes: 

− The Internal Control and Legal and Compliance Department reports to the Risk and Control Committee, 

the Management, the Board of Supervisors, the Board of Directors and the Head Office and BOC Europe;  

− The Internal Audit Department reports to the Board of Supervisors, the Board of Directors and the Head 

Office; 

− The Internal Control and Legal and Compliance Department reports to the Internal Control and Legal 

and Compliance Department of the Head Office and the functional department of BOC Europe. 

− The special functional departments of operational risk management and other relevant departments of 

the Bank (or of the Branch where the control function is outsourced) report to the Internal Control and 

Legal and Compliance Department, Management, and the competent departments of the Head Office 

and BOC Europe. 

 

3.3.4.3 Risk and Control Committee 

In terms of operational risk management, the RCCO is responsible for maintaining the Bank’s operational risk 

management framework, assessing its effectiveness, identifying any weaknesses, making decisions on relevant 

improvement measures, and supervising the implementation of these measures. 
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The Board of Directors and the Supervisory Board ensure that the Management has the authority to effectively 

identify, assess, monitor, control, or mitigate operational risks and that the Internal Audit Department regularly 

examines operational risk-related policies and their implementation. 

The Internal Audit Department regularly examines and assesses the operation of the Bank’s operational risk 

management policies, conducts independent assessments of newly issued policies, oversees the implementation of 

these policies, and reports the assessment on operational effectiveness to the Supervisory Board with a copy to the 

Management and the Internal Audit Department of BOC Europe. 

The Bank uses the basic indicator approach to define the capital requirements of the operational risks. The capital 

set aside for this purpose was always significantly higher than the losses related to the operational risks borne by 

the Bank. 

3.3.5 Residual Risk  

Residual risk is the risk of reduced effectiveness of credit risk management and increased default loss arising from 

the flaws of the credit risk mitigation instruments. It includes the failure to take over the collaterals on a timely 

basis due to the counterparty's default, the difficulty in liquidating collaterals due to the lack of liquidity, rejected 

or delayed payment by the guarantor and the expiry of the relevant documents. 

One of the methods applied by the Bank to mitigate the risks concerning exposures to clients is to apply a 

conservative definition of the scope and value of collaterals when the collaterals and securities are accepted.  

The Bank regularly reviews the collaterals of risk-taking transactions as part of its credit monitoring activity. In 

the case of real estate collaterals securing assets with a long-term maturity, the properties must be regularly 

reappraised in accordance with the legal requirements. 

3.3.6 Concentration Risk 

Concentration risk can be defined as any single (direct and/or indirect) exposure or group of exposures with the 

potential to produce losses large enough to threaten a bank’s health or its ability to maintain its core business. Thus, 

credit risk concentration refers to disproportionally large exposure to specific credit risks.  

Concentration risk may derive from the following: 

− large individual (or possibly related) exposures (the definition of "related" must be broad enough to 

include, for example, exposures related through joint ownership/management/guarantee providers); and  

− significant exposures existing in respect of such groups of partners where common reasons determine the 

likelihood of a default, for example: 

− economic sector; 

− geographical location; 

− currency; 

− product; 

− credit risk mitigating measures (including, among others, risks existing in respect of one single 

security provider related to indirect credit exposure, including the possible occurrence of wrong-

way risk). 

The fundamental tools for concentration risk management are the limit systems. In case of assuming a large risk 

concerning one client or client group, the Bank follows the legal requirements. The Risk Management Department 

continuously monitors the concentration of its exposures to client groups and sectors.  

Possible exposures to foreign enterprises may be converted to risks related to financial institutions for the Bank 

through individual commitments of the BOC Group or other Chinese financial institutions.  

The Bank pays special attention to observing the limits of large exposures, thus it has adopted specific rules and 

policies on such exposures, which are crucial part of the Bank’s overall risk management framework, such as: 

− large exposures are considered to be such if the Bank’s exposure to a client or a group of connected clients 

is equal to or exceeds 10% of the Bank’s Tier 1 capital; 

− the scope of eligible credit risk mitigating factors, such as cash deposit and bank guarantee; 

− methodology to calculate exposure values taking into consideration the eligible credit risk mitigation 

factors; 

− limits regarding the maximum extent of large exposures compared to the Bank’s Tier 1 capital, separately 

for institutions and corporates. 
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3.3.7 Country Risk 

Country risk is the risk arising out of economic, social, and political changes and events in a certain country or 

region that result in the inability or refusal of the borrower or debtor in the country or region to repay debt to the 

Bank, inflict losses on the Bank’s business in the country or region, or cause other losses to the Bank. 

The Bank defines country limits for its international operations, which apply to every country where the Bank’s 

total credit exposure in such a country exceeds 5% of the Bank’s regulatory capital. The country limit is the 

summarized measure of the risks allowed to be accepted by the Bank concerning financial institutions and clients 

registered in the given country. 

Country ratings set by BOC Ltd. are applied for the definition of the country limits. In addition to that, the Bank 

also considers. 

− the requirements of Head Office, 

− the information, macro-economic data published in the press on the given country, 

− other information, e.g., analyses of economic research institutions and other banks/companies. 

The Bank does not apply regional limits within any country. 

3.3.8 Interest Rate Risk in the Banking Book  

Interest rate risk in the banking book is the risk of loss to the overall income and economic value of the banking 

book caused by the movements in interest rate and maturity structure. It includes the model risk related to the 

interest rate risk in the banking book. 

The Bank's liabilities, in addition to its shareholder equity and subordinated loan capital, consist mainly of short-

term client deposits or short-term borrowings from members of the Group. Therefore, it is a basic principle of the 

bank's interest risk management policy that the Bank manages its interest rate risks in a preventive manner. The 

Bank usually applies an interest base that follows market movements. 

The Bank does not model its non-maturity deposits because they are mostly from financial customers and large 

corporations. Their amount is volatile, and their interest rates are in line with the market rates, so they are treated 

as overnight instruments. The Bank does not model loan prepayments, as the overwhelming majority of loans are 

to large corporations that do not have prepayment options. 

The Bank measures its interest rate risk every quarter. The Bank uses the Economic Value of Equity (EVE) and 

the Net Interest Income (NII) risk measures to evaluate its risks. The fact that the clients place their deposits for a 

very short term (often payment is only made to the current account, without a term deposit); therefore, in 2025, 

the Bank continuously kept a significant volume of liquid assets in liquid securities (e.g., cash and cash 

equivalents). The Bank accepts that if its clients prepay their outstanding loans, the negative interest impact is 

mitigated by reducing the funds raised by it from members of the Group, i.e., it pays less interest for the liabilities. 

The Bank applies the interest rate shocks per the EBA/GL/2018/02, which are the ± 200 basis point shocks, parallel 

up / down, steeper / flattener, and short rate up / down. Three shock parameters—parallel, short, and long—

determine the magnitude of the scenarios. The measurement methodology follows the guidelines mentioned above. 

3.3.9 Liquidity Risk  

Liquidity risk is the risk that a solvent commercial bank fails to duly acquire adequate funds or fails to do so at a 

reasonable cost to manage the risk of asset increase or debt repayment at maturity. 

3.3.9.2 Strategies and processes in the management of the liquidity risk 

Liquidity management is the ability of the Bank to finance and meet the growth of its assets and the due payment 

obligations without incurring significant unforeseen losses. The risks related to liquidity are the following: the 

transformation of short-term liabilities into long-term assets to increase profitability by maturity conversion; large-

scale withdrawal of funds before maturity; the possibility of renewal of funds; the changes of the pricing of the 

funds; the environmental effects and the uncertainty of the behavior of other market participants.  

The liquidity risks of the Bank can be primarily assigned to two categories: 

 

Maturity: a liquidity risk related to a mismatch in maturity dates; 

Structural: a risk related to the opportunity to renew the funds or the change in funding costs. 
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The Bank takes a conservative approach to liquidity risk. The fundamental purpose of liquidity risk management 

is to observe the requirements and guidelines related to its liquidity management and ensure the ability to pay at 

all times (solvency and liquidity). Efficient liquidity management ensures that the Bank has sufficient liquid assets 

or appropriate access to such assets to fulfill its due payment obligations.  

Liquidity risk management is divided into two functional areas: liquidity management and liquidity risk control. 

The Global Markets Department, Corporate Banking Department, and Banking Department performs liquidity 

management from an operational and strategic perspective, while the Financial Management Department performs 

liquidity risk control.  

The Board of Directors exercises decision-making rights related to the Liquidity Policy and properly oversees the 

overall liquidity risk management process. The specific conditions of fundraising are defined by the Assets and 

Liabilities Committee based on the development of market conditions. 

The purpose of the liquidity reserve policy is to ensure that liquid assets of the appropriate level are available for 

the bank at all times to cover any unexpected outflow of funds.  

3.3.9.3 Structure and organization of the liquidity risk management function (authority, statute, other 

arrangements) 

The governance structure of liquidity risk management includes the Board of Directors, the Supervisory Board, 

the Management and its Assets and Liabilities Committee (ALCO), and functional departments of the Bank. 

The Board of Directors examines, accepts, and approves the Bank's liquidity risk appetite and establishes the 

acceptable level of liquidity risk. The Management is responsible for supervising the implementation of its 

liquidity plan according to the liquidity risk level acceptable to and approved by the Board of Directors. The 

Management also ensures that the organizational framework of liquidity risk management is established and the 

responsibilities of the individual departments are defined. 

The Financial Management Department defines the indicators for the liquidity risk limits, defines, measures, and 

follows up on the liquidity risk of the Bank, carries out stress tests, and reports their results to the ALCO. 

The Global Markets Department implements the Bank’s policy on liquidity risk management, manages the Bank's 

FX portfolio, participates in stress tests, and proposes developing the risk-management strategy and procedures 

for liquidity risk management. 

3.3.9.4 Scope and nature of liquidity risk reporting and measurement systems 

The Bank sets liquidity risk limits based on the nature, size, and complexity of its business and risk policy. These 

limits are linked to the Bank’s annual budget and business development plan and are reviewed at least once every 

year. The Financial Management Department is responsible for measuring, monitoring, and controlling various 

indicators of liquidity risk. In case of overstepping a limit, the Financial Management Department reports it to 

Management and takes measures to correct the situation.  

To forecast the trend of liquidity risk changes, the Bank sets stricter internal early warning indicators than the ones 

set by the competent authority. When liquidity conditions trigger an early warning indicator, the Financial 

Management Department informs and assists the related department in taking effective measures to avoid the 

indicator's worsening and restore the liquidity position. 

3.3.9.5 Policies for hedging and mitigating the liquidity risk and strategies and processes for monitoring the 

continuing effectiveness of hedges and mitigants 

If the Bank lends a substantial amount with long maturity, the Bank of China Head Office provides funds for the 

Bank with long maturity. This agreement significantly decreases the level of inherent liquidity risks. 

The Head Office, in cooperation with other major members within the Group, operates fund pools that can be used 

to conduct liquidity management transactions. Fund pools efficiently manage liquidity across borders, thus 

allowing cost-effective transactions such as lending and foreign exchange swaps between the subsidiaries and the 

fund pools. 

The Bank uses the three lines of defence model for liquidity risk management in accordance with the relevant 

requirements of the MNB and the Bank’s Enterprise Risk Management Policy. The first line of defence for 

liquidity risk management is constituted by all business departments of the Bank and the appropriate departments 

of the Bank’s foreign branches. The responsibilities of departments of the first line of defence are implementing 
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liquidity risk management regulations and procedures, carrying out scheduled self-inspection for internal control 

of liquidity risks, and working to identify, report and handle all kinds of liquidity risks in a timely manner. The 

second line of defence for liquidity risk management is the Bank's Financial Management Department and Risk 

Management Department, who are responsible for monitoring, reporting, and controlling liquidity risks and 

providing guidance, training, supervision, and inspection to the first line of defence. The third line of defence for 

liquidity risk management is the Bank's Internal Audit Department. The Internal Audit Department is responsible 

for conducting independent audits of the performance of the first and second lines of defense, identifying problems 

in a timely manner, regularly reviewing and evaluating the sufficiency and effectiveness of liquidity risk 

management, and presenting suggestions for rectification. 

3.3.10 Reputational Risk 

Reputational risk is the threat of loss resulting from damage to a bank’s reputation. It can materialize as lost 

revenue, increased costs, liquidity shortages, or a decrease in shareholder value. 

As one of the largest international banking groups – the Bank of China Group – special attention is paid to avoid 

any damage to the well-earned reputation of the Group. Because reputational risk is interconnected with many 

other general risk types, the Bank takes an integrated approach to avoid reputational risk. Through the combination 

of conflicts of interest policies, anti-money laundering and “know your customer” (KYC) policies, anti-bribery 

and anti-corruption measures, code of conduct and IT security, and other measures, the Bank strives to minimize 

the risk of any reputational damages. 

Further, the Bank pays special attention to the communication of risk culture within the institution and its branches. 

To do so, the Internal Control and Legal and Compliance Department holds frequent training occasions to ensure 

that risk professionals can meet the requirements set by the relevant internal regulations.  

 

IV. Integration of ESG risks into the Bank’s business strategy and processes 

4.1 Material impacts, risks and opportunities 

To successfully integrate relevant ESG risks into its operation, Bank of China (CEE) Ltd. identified its material 

ESG impacts, risks and opportunities (IROs) related to its own operation and portfolio through conducting a double 

materiality analysis (DMA) in accordance with the approach defined by the European Sustainability Reporting 

Standards (ESRS). The process of the DMA is presented in subchapter 6.1 The double materiality assessment 

process. The following topics and related IROs were identified as material for the 2025 financial year:
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Environmental topics 

Topical 

ESRS 
Topic Sub-topic 

Impact, risk or 

opportunity (IRO) 

name 

Category  

(risk/opportunity/impact) 

IRO 

coverage 
IRO description 

ESRS E1 
Climate 

Change 

Climate change 

mitigation 
GHG emission Negative impact Portfolio 

By financing carbon-intensive sectors and activities 

(like construction, transportation, manufacturing), the 

Bank has financed GHG emissions through its credit 

portfolio which contributes to negative impacts on 

climate change. 

ESRS E1 
Climate 

Change 

Climate change 

mitigation 

Climate-related 

transition risks 
Financial risk Portfolio 

While managing environmental (climate), social, and 

governance risks, the Bank shall consider the 

transmission of such risks to major risks such as 

credit risk, market risk, liquidity risk, operational 

risk, reputational risk, country risk, and information 

technology (IT) risk.  

Carbon emission reduction policies affect the 

profitability of carbon-intensive companies, and 

related assets may be stranded. 

The carbon neutrality goal will trigger a shift in 

investor preferences and a decline in the expected 

return on carbon-intensive assets. In this case, the 

Bank might be exposed to the risk of lower 

valuations and increased investment volatility. 

Increased environmental awareness among 

depositors and investors will increase support for 

green finance business, while funding sources for 

other financial businesses may be adversely affected. 

In response to climate change, the Bank’s current 

internal procedures, systems, etc. could fail to meet 

the needs, resulting in losses. 
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ESRS E1 
Climate 

Change 

Climate change 

mitigation 

Financing climate 

change mitigation 

solutions 

Financial opportunity Portfolio 

The Bank, through its credit portfolio (green 

lending), could contribute to finance mitigation 

solutions. 

It can enhance the Bank's presence on sustainable 

financial markets by seizing potential benefits 

offered by regulators or national banks. 

The expansion of green lending alternatives can 

facilitate climate change mitigation in corporate and 

retail mortgage lending, related especially to the real 

estate, transportation and electricity/gas supply 

sectors. 

ESRS E1 
Climate 

Change 
Energy 

Financing green energy 

solutions 
Financial opportunity Portfolio 

By participating in the financing of hydroelectric 

plants and solar power plants, the Bank has the 

potential to facilitate the transition of the economy to 

green energy solutions. 

ESRS E1 
Climate 

Change 
Energy 

Financing green energy 

solutions 
Positive impact Portfolio 

The Bank can contribute to the transition to green 

mobility which can lead to lower direct emissions in 

transportation. 

ESRS E1 
Climate 

Change 
Energy 

Financing energy-

intensive sectors 
Financial risk Portfolio 

The volatility of the energy market, the risks related 

to the availability of fossil fuels and the transition to 

low carbon solutions increase the default risk of 

customers operating in energy-intensive sectors. This 

may affect the profitability of the Bank negatively. 

E 
Environmental 

impacts 

Environmental 

impacts of 

financial 

products 

Environmental impacts 

of financial products 
Financial opportunity 

Own 

operation 

By engaging in sustainable finance, the Bank can 

contribute significantly to climate change mitigation. 

The Bank may also attract new client segments and 

capture new revenue streams through expanding its 

product set. 

E 
Environmental 

impacts 

Environmental 

impacts of 

financial 

products 

Environmental impacts 

of financial products 
Financial risk 

Own 

operation 

In the case of banks, the vast majority of emissions 

fall into the financed scope 3 emissions category, 

which includes emissions from financed activities. 

If the Bank's financed emission is high, this may 

entail reputational risk and regulatory fines in the 

long term. 
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Social topics 

Topical 

ESRS 
Topic Sub-topic 

Impact, risk or 

opportunity (IRO) 

name 

Category  

(risk/opportunity/impact) 

IRO 

coverage 
IRO description 

ESRS S1 
Own 

Workforce 

Equal treatment 

and 

opportunities for 

all  

Gender equality and 

equal pay for work of 

equal value 

Positive impact 
Own 

operation 

The Bank could have an impact on employee 

satisfaction & retention through stimulating fair 

renumeration, social security and freedom of 

association. Increased employee satisfaction is 

expected to result in increased well-being. Balanced 

pay is more often discussed in the business world. 

Moreover, it is a less transparent area. 

ESRS S1 
Own 

Workforce 

Equal treatment 

and 

opportunities for 

all  

Training and skills 

development 
Financial opportunity 

Own 

operation 

Dedicated training and skills development is 

important to improve working processes, increase 

operational efficiency and implement new 

technologies, while personal development can create 

a better working environment and collaboration 

among employees. By offering proper training and 

development opportunities, the Bank can attract and 

retain talented employees. 

ESRS S1 
Own 

Workforce 

Equal treatment 

and 

opportunities for 

all  

Diversity Financial opportunity 
Own 

operation 

Actively supporting diversity and inclusion can 

enhance employee satisfaction and overall 

effectiveness. With a diverse workforce, the Bank 

can have different views and ideas in decision 

making which can lead to more success financially. 

 

Governance topics 

Topical 

ESRS 
Topic Sub-topic 

Impact, risk or 

opportunity (IRO) 

name 

Category  

(risk/opportunity/impact) 

IRO 

coverage 
IRO description 

ESRS 

G1 

Business 

Conduct 

Corporate 

Culture 
Corporate Culture Financial risk 

Own 

operation 

Potential unethical behaviour cases or non-

compliance with laws and regulations can result in 

fines and reputational loss. If the corporate culture 

deteriorates, employees will look for new 

opportunities elsewhere which would lead to revenue 

decrease and increased HR costs. 
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ESRS 

G1 

Business 

Conduct 

Corruption 

and bribery 

Prevention and detection 

of corruption and 

bribery 

Financial opportunity 
Own 

operation 

Adequate measures (policies and procedures) for 

prevention and detection of corruption and bribery 

incidents, could increase trust in business 

relationships with customers and other partners. By 

acting in accordance with regulatory requirements, 

the Bank can enhance its compliant operation. 

G 
Business 

Conduct 

Environmental, 

social and 

climate change 

risk 

management 

Environmental, social 

and climate change risk 

management 

Financial opportunity 
Own 

operation 

Implementation of the appropriate environmental, 

social and climate change risk management tools and 

processes could decrease the costs arising from these 

factors. 

G 
Business 

Conduct 

Anti-money 

laundering 
Anti-money laundering Financial risk 

Own 

operation 

Inadequately addressing money laundering and 

counter-terrorism could result in regulatory sanctions 

and reputational damage to the Bank. 



 

 

4.2 Short, medium, and long-term climate and environmental risks and opportunities 

In line with Recommendation No. 10/2022 (VIII.2.) of the Hungarian National Bank (MNB) on climate-related and 

environmental risks and the integration of environmental sustainability considerations into the activities of credit 

institutions, the Bank reviewed and evaluated the climate- and environmental-related data requirements of its business 

planning and risk management functions. As part of this process, the necessary data needs were identified and 

measures were defined in the Bank’s Sustainable Finance Policy to address existing data gaps or inadequacies. 

The Bank has assessed the climate- and environment-related data requirements supporting the strategic planning 

process and has established processes and tools to ensure the availability of relevant information for both strategic and 

business planning purposes. In this context, the Bank places particular emphasis on aligning data availability with 

decision-making needs. 

When assessing short-, medium- and long-term climate- and environmental risks and opportunities, the Bank relied 

on inputs provided by the Head Office, while also evaluating the local relevance of Group-level material risks. This 

approach ensures consistency at Group level while allowing for local specificities to be appropriately addressed. 

To ensure alignment between the DMA and the climate- and environmental risk assessment, as required by 

Recommendation No. 10/2022 (VIII.2.) of the MNB, the Bank evaluated which impacts, risks and opportunities 

identified during the DMA correspond to the climate-related and environmental risks and opportunities previously 

identified. 

The climate-related and environmental risks identified by the Bank and the related processes to mitigate them are 

presented in the following table: 

Risks Timeframe Action 
Related material IRO 

identified in the DMA 

Lack of sufficient ESG knowledge 

and expertise short-term 
Training staff and 

management in ESG 

Training and skills 

development (Risk) 

Reputational risk relating to the 

ESG conduct of customers 
short-term 

Data collection of ESG 

considerations of 

customers and additional 

screening of high-risk 

customers 

Environmental impacts of 

financial products (Risk) 

Physical and transitional risk in 

credit risk 
short-term 

Categorizing customers as 

per their ESG risk 

Environmental impacts of 

financial products (Risk) 

Transitional risk in credit risk short-term 

Estimating Scope 3 

financed emissions using 

the PCAF methodology 

Climate-related transition 

risks (Risk) 

Climate and environmental risk in 

operational risk 
short-term 

Linking the climate and 

environmental factor to 

operational risk events 

- 

Credit risk linked to ESG 

performance of customers 
medium-term 

Collecting more granular 

data of the credit customers 

by industries to be able to 

assess the ESG rating of 

them 

Environmental impacts of 

financial products (Risk) 

The climate-related and environmental opportunities identified by the Bank and the related processes to capitalize on 

them are presented in the following table: 

Opportunities Timeframe Action 
Related material IRO 

identified in the DMA 

Understand green lending 

frameworks and market practices 
short-term 

Participating in syndication 

loans and be the mandate 

leading agent 

Environmental impacts of 

financial products 

(Opportunity) 
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Increase green interest income  medium-term  

Participatating in 

syndicated and bilateral 

green loans 

Environmental impacts of 

financial products 

(Opportunity) 

Increase the volume of green 

assets  
medium-term 

Participatating in 

syndicated and bilateral 

green loans 

Environmental impacts of 

financial products 

(Opportunity) 

Contribute to local and 

international green initiatives by 

financing:  

-renewable energy capacity 

-clean transport 

-energy efficiency 

medium-term 

Participatating in 

syndicated and bilateral 

green loans 

Financing green energy 

solutions (Opportunity) 

Increase the volume of renewable 

energy capacity in portfolio 
medium-term 

Collecting data on 

renewable energy capacity 

in portfolio/ total asset 

Financing green energy 

solutions (Opportunity) 

Increase the proportion of EU 

Taxonomy aligned green loans in 

total green loans 

medium-term 

Assessing the EU 

Taxonomy alignment of 

green loans  

Environmental impacts of 

financial products 

(Opportunity) 

In 2026, the MNB issued Recommendation No. 2/2026 (III.6.) on the management of ESG risks, which requires the 

performance of a materiality assessment of ESG risks across all financial risk categories. The Bank has initiated the 

necessary preparatory steps to ensure compliance with this requirement and will align the outcomes of the ESG risk 

materiality assessment with the results of its DMA. 

4.3 Climate and environmental risk considerations in the strategic planning process 

The Bank recognises the potential need to adapt its information and IT systems in order to ensure the effective 

collection and aggregation of data required for assessing exposure to climate- and environmental-related risks. As the 

Bank operates on an IT infrastructure provided by the Head Office, the implementation of certain indicators, 

particularly those requiring significant IT development, must be coordinated and agreed in consultation with the Head 

Office. 

In line with Head Office expectations, the Bank contributes to the achievement of Group-level carbon neutrality 

objectives. Furthermore, in accordance with Head Office considerations, the Bank actively participates in the Group’s 

initiatives aimed at enhancing the socio-economic impact of its activities. 

V. Integration of ESG risks into the Bank’s governance 

The Bank has established a local ESG Governance Framework in its Sustainable Finance Policy, clearly defining roles 

and responsibilities across local business units and personnel. 

5.1 Quarterly climate and environmental risk report 

As part of its quarterly comprehensive risk reporting framework, the Bank prepares its Quarterly climate and 

environmental risk report to ensure effective management oversight of climate-related and environmental risks 

considered material by the Bank. 

The Quarterly climate and environmental risk report includes key risk indicators employed by the Bank to effectively 

monitor its performance regarding material climate-related and environmental risks. The related indicators are 

presented in subchapter 6.6 Indicators related to climate-related and environmental risks. 

The Quarterly climate and environmental risk report is prepared by the Risk Management Department. In the course 

of its preparation, each relevant department provides the necessary input based on formal notifications issued by the 

Risk Management Department, ensuring that information is collected in a structured and comprehensive manner. 

The report is presented to the members of the Risk and Control Committee as part of the quarterly Comprehensive 

Risk Report and is also submitted on a quarterly basis to the members of the Board of Directors and to the Supervisory 

Board as well. This reporting framework ensures that the Board of Directors/Supervisory Board has adequate 

knowledge and understanding of climate-related and environmental risks, enabling it to assess whether the level of 

risk assumed by the Bank remains consistent with the Bank’s risk appetite.  
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This reporting framework established by the Bank grants the Board of Directors/Supervisory Board the ability to 

exercise effective strategic oversight over the Bank’s climate and environmental risks and assess the impact of the 

Business Plan on climate change and environmental sustainability objectives. 

5.2 Knowledge and expertise 

To ensure the availability of sufficient knowledge and expertise for the effective management of climate-related and 

environmental risks, the Bank is committed to providing adequate financial and human resources for the training of 

the Bank’s management body and key personnel. 

Annual training is provided for the Board of Directors to foster their understanding of the sustainability-related 

expectations and goals of the Group, sustainability-related regulatory updates and requirements, as well as the climate 

and environmental risk management framework and response to sustainability considerations of the Bank.  

Newly appointed employees in management positions are granted immediate access to all relevant training materials, 

quarterly risk reports, and Group-wide documentation related to climate- and environmental risks and sustainability, 

with familiarisation forming an integral part of the standard onboarding process.  

In addition, all employees are eligible to participate in ESG-related training programmes provided by the Group. The 

Bank also provides trainings locally for the relevant departments addressing climate- and environmental risks relevant 

to the Bank’s activities, strategy and risk profile. The completion of these trainings and the average number of hours 

dedicated to ESG-related learning are reported to Management as part of the Quarterly climate and environmental risk 

report. 

5.3 Internal governance 

While overall coordination of climate and environmental risk and sustainability related tasks carried out by the Bank 

is the responsibility of the Risk Management Department, a designated representative has been appointed within each 

organisational unit to support the implementation of the Sustainable Finance Policy and to ensure compliance with 

regulatory requirements and Head Office expectations. The representatives are required to respond to the Management 

regarding sustainability-related inquiries, provide sustainability-related data and documents to stakeholders and 

maintain up-to-date knowledge with relevant internal and external expectations. 

The Bank’s compliance function’s annual workplan includes the assessment of processes and functions related to 

sustainability, including climate- and environmental-risk assessment. In addition, the annual self-assessment of the 

risk control and compliance function includes a review of sustainability-related processes and functions, as well as 

those related to climate and environmental risk assessment. 

VI. Integration of ESG risks into the Bank's risk management 

ESG risk management at the Bank is anchored in the Sustainable Finance Policy, which provides the overarching 

framework for meeting the risk management expectations set out in Recommendation No. 10/2022 (VIII.2.) of the 

MNB. This policy establishes the principles, processes and responsibilities through which ESG risks are identified, 

assessed and managed within the Bank’s overall risk management framework. 

In addition to the measures defined in the Sustainable Finance Policy, the Bank has performed a DMA in accordance 

with the requirements of the ESRS. The DMA enables a systematic identification and evaluation of ESG-related 

impacts, risks and opportunities that are relevant from the Bank’s perspective. Through this process, the Bank gains a 

comprehensive understanding of ESG risks affecting its portfolio and operation, supports ongoing monitoring of these 

risks, and ensures that timely corrective actions can be taken where necessary. 

6.1 The double materiality assessment process 

Long list 

The first step in the DMA process was the creation of a comprehensive long list of potentially relevant sustainability 

topics. This was achieved through a benchmark analysis, the purpose of which is to ensure that the company begins 

with the broadest possible perspective and does not overlook significant issues. The benchmark analysis involved 

assessing the Head Office's and peers' most recent sustainability reports to create the benchmark analysis, as well as 
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the material topics of the Sustainability Accounting Standards Board (SASB) standards relevant for the Bank. The 

material topics were indicated on a sub-topic level based on the ESRS sustainability topic classification. 

By observing which topics peers report on most frequently and which issues attract regulatory or stakeholder attention, 

the Bank was able to identify prevailing sector‑level expectations. This benchmarking approach supported an informed 

assessment framework while allowing the Bank to determine the relevance of these topics in light of its own risk 

profile and operational characteristics. 

For the preparation of the long list the credit portfolio of the Bank was also examined. The objective of conducting a 

portfolio analysis was to analyse the Bank's corporate credit portfolio exposure from impact perspective and provide 

inputs on the most relevant financed sectors, for the comprehensive identification of potentially material sustainability 

topics and related IROs affected by the Bank's downstream value chain. 

The Bank’s exposures were categorised by sector based on NACE codes. Using this classification, the average 

environmental impact of the respective sectors was assessed in order to evaluate the potential effect the Bank’s 

downstream value chain may have on the environment in a structured and consistent manner. The top 5 most relevant 

impacts identified in relation to the Bank's credit exposure were disturbances (e.g. noise, light), emissions of 

greenhouse gases (GHG), area of land use, emissions of pollutants to water and soil, volume of water use. 

The list was prepared with consideration of all environmental, social and governance topics / sub-topics / sub-sub 

topics of ESRS as potential ESG matters. It was then compared and complemented with further sustainability topics 

based on the benchmark analysis of the selected industry peers, SASB recommendations of the relevant financial 

sector standards and the analysis of the Bank’s credit portfolio. 

Short list 

The aim of preparing the short list is to summarize the most relevant sustainability matters from the Bank's perspective 

as the basis for IRO identification and assessment. This short list reflects the topics most likely to be material and 

therefore warranting detailed assessment. The Short list presents all sustainability topics that were identified and 

evaluated as 'potentially relevant' on the Long list. Sustainability topics of the Short list are resulted from the 

qualitative assessment and validation of the Bank's ESG core team. 

Identification of Impacts, Risks, and Opportunities 

Following the establishment of the short list, each topic was further broken down into specific impacts, risks and 

opportunities. Impacts describe the ways in which the Bank’s activities affect people and the environment, whether 

positively or negatively. Risks describe sustainability related events or conditions that could harm the Bank’s 

operations or financial performance. Opportunities describe circumstances in which sustainability considerations 

could create benefits for the Bank, such as efficiency gains, access to new markets, or enhanced reputation. In the 

IROs identification process, considerations were made in relation to own operation as well as to the effects in the 

value chain. 

Assessment 

For evaluating the identified IROs, an objective scoring criteria set was defined, following the requirements of ESRS 

1 and the EFRAG's Implementation Guidance (IG1), to evaluate the identified IROs' materiality. 

Impacts were categorized (positive/negative) and qualitatively assessed by potential and actual nature, by time horizon 

(short-, medium- long term) and by relevance in the value chain (own operations, upstream, downstream-portfolio). 

After the qualitative assessment, the negative impacts were assessed by the scale, scope and irremediable character on 

a 0-5 scale which covered the severity of the impact. The positive impacts were addressed by the scale and scope 

aspects on a 0-5 scale. In case of potential negative and positive impacts, likelihood was also taken into consideration. 

The materiality value was derived from the assessment (scale, scope, irremediable character and likelihood). The three 

categories of materiality (material; not material, but worth observing; not material) are the possible results derived 

from the matrix of severity score and likelihood. 

Risks and opportunities were also qualitatively assessed by time horizon (short-, medium- long term), and by relevance 

in the value chain (own operations, upstream, downstream-portfolio). Risks and opportunities were considered 

potential by nature. Risks and opportunities were assessed based on whether they have financial implications on the 

continuation of use of resources, reliance on relationships, or other impacts on cash flow. Risks or opportunities were 

assessed by magnitude and likelihood of the occurrence on a 0-5 scale. The materiality value was derived from the 
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assessment (magnitude and likelihood). The three categories of materiality (material; not material, but worth observing; 

not material) are the potential results derived from the matrix. 

If the materiality threshold was exceeded, the ESG topic associated with the assessed IRO was considered material 

from the perspective of the Bank’s operations or value chain. The DMA process was conducted with the participation 

of ESG representatives of the Bank’s relevant departments. Their involvement was essential for providing input data 

and information from their field on the related ESG topics, which supported the identification and assessment of 

relevant ESG topics. The Bank’s ESG Governance Framework is detailed in chapter V. Integration of ESG risks into 

the Bank’s governance. 

6.2 Credit risk management 

The Bank has developed a customer assessment process and a customer categorization framework to assess the impact 

potential customers may have on the environment. The Bank has created an ESG Assessment Questionnaire designed 

to collect information on customers’ climate- and environmental-related performance. The questionnaire is aligned 

with Head Office guidelines, local market practices and applicable regulatory expectations, including the forthcoming 

EU Taxonomy–related customer assessments and Recommendation No. 7/2025 (VI.23.) of the MNB. When a credit 

transaction is initiated by the business department, the completed questionnaire is attached to the credit initiation 

documentation. 

The ESG risk screening forms part of the preliminary data collection phase of the decision-making process, in 

accordance with Recommendation No. 7/2024 (VI.21.) of the MNB. The MNB questionnaire is applied to customers 

based in Hungary, including Hungarian branches of foreign companies, provided that they are not regulated financial 

service providers according to the ESG Act1, are required to prepare individual or consolidated sustainability reports 

under the Accounting Act2 or individual or consolidated ESG reports under the ESG Act, and have already published 

at least one sustainability or ESG report themselves or through their parent company. 

From 1 July 2025, completion of the questionnaire is mandatory for all new corporate lending transactions exceeding 

HUF 500 million. This threshold will be gradually reduced, applying from 1 July 2026 to transactions exceeding HUF 

350 million, from 1 July 2027 to transactions exceeding HUF 200 million, and from 1 July 2028 to transactions 

exceeding HUF 100 million, in line with the requirements of Recommendation No. 7/2025 (VI.23.) of the MNB. 

For all other customers not subject to the MNB questionnaire, a simplified ESG questionnaire is applied regardless of 

the loan amount. In the case of customers located outside Hungary and who have no presence in Hungary, or who are 

not lending customers, where the credit application exceeds EUR 1 million, ESG information is collected using the 

simplified questionnaire supplemented by an additional question form. 

The Bank has structured its customer rating processes to support the identification and assessment of climate- and 

environmental-related risks through the application of appropriate risk ratings, drawing on information collected via 

the ESG Assessment Questionnaires. Based on guidance and inputs provided by the Head Office, customers are 

classified into categories A, B or C, reflecting the level of environmental, social and governance risks inherent in the 

economic activities financed by the Bank. In addition, the Bank regularly monitors the proportion of exposures within 

each risk category across its portfolio. The key outcomes of the ESG risk screening, together with any supporting 

documentation provided by the customer in connection with the questionnaire, are incorporated into the credit report. 

The Bank places particular emphasis on exposures associated with elevated climate- and environmental-related risks. 

Accordingly, for customers classified under Category A, the Bank performs an additional assessment, which also takes 

into account the additional risk aspects related to the financing of such customers. 

6.3 Reputational risk management 

The Bank systematically incorporates reputational considerations related to climate change into the assessment of its 

own operations as well as into decisions concerning the potential offering of investment products. In this context, the 

                                                           
1 Act CVIII of 2023 laying down the rules of corporate social responsibility taking into account environmental, 
societal and social considerations to promote sustainable finance and unified corporate responsibility, and 
amending certain related Acts 
2 Act C of 2000 on Accounting 
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Bank evaluates the extent to which its business activities could amplify future reputational damage or give rise to legal 

risks stemming from losses associated with the physical and transition impacts of climate change. 

The Bank quantifies and monitors its Scope 1, Scope 2 and Scope 3 greenhouse gas emissions and closely tracks the 

environmental footprint of its operations. Scope 3 emissions are calculated using an estimation methodology aligned 

with the standard developed by the Partnership for Carbon Accounting Financials (PCAF). The Bank regularly reviews 

and updates its PCAF-based financed emissions estimates to ensure their ongoing relevance and reliability. 

6.4 Operational risk management 

Assessment of operational risks 

The Bank has assessed the potential impacts of climate change and environment-related transition and physical risks 

on its own operations, taking into account the specific geographical context of its activities. All material operational 

sites are located in Budapest, Hungary, which was considered in the assessment of exposure and vulnerability. 

In this context, the Bank has analysed a range of potential scenarios, identified specific operational risks, and defined 

corresponding mitigating measures. These risks and mitigation actions are incorporated into the Business Continuity 

Plans of all relevant organisational units and are also referenced in the Bank’s Operational Risk Management Policy. 

As part of the assessment, the Bank evaluated the effects of 15 chronic and 13 acute climate-related risks. Based on 

this analysis, one chronic risk and four acute risks were identified as material to the Bank’s operations. The material 

risks include heat stress as a chronic risk, as well as heatwaves, storms, heavy precipitation and floods as acute risks. 

When assessing third parties involved in outsourcing arrangements, the Bank incorporates physical and transition 

climate-related risks into the evaluation of potential service providers. These risks are assessed as part of the 

outsourcing due diligence process and are transparently presented throughout the decision-making framework. 

Heat stress and heatwaves 

The Bank has identified heat stress and heatwaves as potential operational risks that may affect business continuity, 

primarily through impacts on employee health and the reliable operation of IT systems. Extreme temperatures may 

lead to working conditions exceeding acceptable thresholds and to the overheating of server rooms or other critical IT 

equipment. 

These risks are currently mitigated through the use of air-conditioning at Bank premises and the provision of flexible 

working arrangements during periods of extreme heat. The Bank closely monitors operational risk events related to 

heat stress and heatwaves within its loss data collection process, with particular attention to incidents affecting IT 

systems or other critical functions. Where monitoring indicates that existing mitigation measures may no longer be 

sufficient, the Bank is positioned to take timely corrective action. 

Storms, heavy precipitation, and riverine floods 

The Bank has identified disaster-related events as potential threats to the continuity of its operations, either through 

physical damage to Bank premises requiring relocation to fallback locations, or through circumstances in which 

employees are unable to access Bank sites due to disrupted or severely limited transport conditions. Such risks are 

addressed within the relevant Business Continuity Plans, which include tested scenarios and predefined mitigation 

measures. 

Transitional risks 

The Bank has identified rising electricity prices as a potentially relevant transition risk, particularly in connection with 

the chronic physical climate risk of heat stress. This risk is mainly mitigated through the effective cooling of its 

operational sites. 

Monitoring 

The Bank monitors operational risk events in accordance with its Loss Data Collection Process and has flagged 

operational risk events linked to physical and transition climate risks since 1 July 2023. In the event of an operational 

risk incident, the responsible department is required to report the incident to the Internal Control & Legal and 

Compliance Department. 

The proportion of operational risk events related to climate change is reported as part of the Quarterly climate and 

environmental risk report. This reporting framework ensures that the Bank’s governing bodies, including Management 
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and the Board of Directors, are adequately informed and able to assess in a timely manner whether additional 

mitigating measures are required. 

6.5 Market and Liquidity Risk Management 

The Bank reviewed and assessed the relevant regulatory requirements on market and liquidity risk management, in 

line with Recommendation No. 10/2022 (VIII.2.) of the MNB. 

Climate-related and environmental risks may affect market conditions by influencing the supply, demand and 

valuation of financial instruments and services. However, based on the Bank’s assessment, ESG-related market risk 

is not considered material for its operations, given the Bank’s size, limited trading activities, lack of complex trading 

positions and the absence of a significant proprietary debt securities portfolio. 

From a liquidity risk perspective, the Bank has determined that its diversified corporate client portfolio does not exhibit 

significant geographical or sectoral concentration. In line with the principle of proportionality, climate-related and 

environmental risks have therefore not been identified as material with respect to liquidity risk and are not specifically 

addressed in the Bank’s internal policies. 

6.6 Indicators related to climate-related and environmental risks 

The Bank has implemented measures to quantify climate- and environmental-related risks. Risks identified as most 

material based on the Bank’s assessment are included in the Quarterly climate and environmental risk report. The 

Bank tracks and regularly monitors progress against the following set of indicators: 

• Number of extreme weather events that impaired the value of the Bank's physical assets and/or asset's 

value losses due to extreme weather events 

• Gross Scope 1 emissions 

• Gross Scope 2 emissions 

• Gross Scope 3 emissions 

• Total GHG emissions (Scope 1 + Scope 2 + Scope 3) 

• ESG trainings 

• Proportion (%) of A/B/C rated credits to total credits 

• Exposures towards entities that are target of greenwashing allegations 

• Proportion (%) of A/B/C credits by industry (NACE) codes 

In relation to these indicators, the Bank has also documented, among other elements, the associated data requirements, 

the frequency of data collection, and the organisational unit responsible for each specific indicator. The Bank has also 

defined the indicators to be followed in case it integrates green lending into its credit portfolio. 

6.7 Climate Sensitivity Analysis 

The Bank has developed a climate sensitivity analysis in line with the requirements of Recommendation No. 10/2022 

(VIII.2.) of the MNB. The climate sensitivity analysis methodology is based on the relationship between internal credit 

ratings and ESG ratings. Its objective is to assess the impact of a one-notch downgrade in ESG ratings on internal 

credit ratings. The analysis covers the corporate credit portfolio of Bank of China CEE Ltd. 

 

 

VII. Own funds requirements and risk-weighted exposure amounts (Article 438 point(c), 

(d),(da)) 

Under the first pillar, the Bank applies the standard method for calculating the capital requirement belonging to its 

risks. This is supplemented in the second pillar with the capital requirement calculated for additional risks according 

to the principle of building blocks. In that framework, the Bank also provides sufficient capital for country risks. The 

Bank mainly assumes significant exposures in countries belonging to the investment category. 
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The concentration risk is relatively significant due to the Bank's business model; however, settlement risk and 

reputation risk are low due to the exceptionally strong position of the Head Office. Since its establishment, the Bank 

has not obtained actual figures for measuring the residual risks since each debtor has fulfilled the obligations according 

to schedule; therefore, no collateral has had to be enforced. When performing its fundraising and lending activities, 

the Bank strives to keep the applied interest bases and re-pricing periods in harmony, and regular stress tests are also 

concluded in order to assess any inherent risks in the repricing mismatches. 

The Bank keeps its open FX positions low, and by applying the stress tests developed and prescribed by the 

Supervisory Authority, it continuously measures the losses to be anticipated in the case of any extreme movement of 

FX rates. Owing to the low open positions, the stress tests imply low potential losses.  

With regard to the characteristics of the Bank, i.e.: 

Its own funds (according to Tier1 capital level) constitute 13% of the balance sheet total, and 

The liquidity position of the parent bank is extremely strong, the liquidity risk of the Bank is negligible; therefore, the 

Bank has concluded that it would not be justified to set aside a significant amount of additional capital to cover 

liquidity risk. 

The Owner approves the strategic decisions, and as the strategies defined by the Owner have a stellar track record in 

many countries, the Bank does not set aside any separate additional capital for strategic risks. 

The Bank's risk management system is suitable for defining, quantifying, managing, and monitoring all the major risks 

as described in the section Risk Management Objectives and Policies (CRR Article 435 (1) points (a), (e), and (f)). 

The following table provides an overview of total risk exposure amounts.



 

 

EU OV1 – OVERVIEW OF TOTAL RISK EXPOSURE AMOUNTS 

  (in HUF million) 

Risk weighted exposure 

amounts (RWEAs) 

Total own funds 

requirements 

  31.12.2025 31.12.2024 31.12.2025 

1 Credit risk (excluding CCR) 169 080 185 901 13 526 

2 Of which the standardised approach1 169 080 185 901 13 526 

6 Counterparty credit risk - CCR 0 0 0 

7 Of which mark to market 0 0 0 

EU 8b 

Of which credit valuation 

adjustment - CVA 
0 0 0 

20 

Position, foreign exchange and 

commodities risks (Market risk) 
10 093 10 505 807 

21 Of which the standardised approach 10 093 10 505 807 

23 Operational risk 24 279 30 677 1 942 

EU 23a Of which basic indicator approach 24 279 30 677 1 942 

EU 23c 
Of which advanced measurement 

approach 
0 0 0 

29 Total 203 452 227 082 16 276 
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VIII. Key metrics (Article 447)  

The subscribed capital of the Bank is HUF 6,700 million, originally contributed by Bank of China Ltd. (seat: 100818 

Beijing, China, 1 Fuxingmen Nei Dajie) (the Founder), and is currently held by BOC Europe, as sole shareholder 

(following the establishment of the Intermediate EU parent undertaking as specified by the Directive (EU) 2019/878 

of the European Parliament and of the Council).  The subscribed capital is represented by three registered common 

stocks, consisting of one series A share with a face value of HUF 2,700 million, one series B with a face value of HUF 

100 thousand, and one series C with a face value of HUF 4,000 million. The Shareholder holds series B and C with a 

premium, and the amount paid above the face value was registered as a capital reserve and constitutes part of the 

Bank's own funds. The subscribed capital of the Bank has no such characteristics - e.g., restricted inclusion - which 

would make it subject to special provisions under the CRR. 

The profit reserve includes the Bank's earnings affecting previous years, as defined in the accounting regulations. 

Other reserves include the general reserve, which grows each year by 10 percent of the year-end after-tax earnings. 

Subordinated loan: In 2020, the Bank of China Limited Hungarian Branch disbursed a subordinated debt of EUR 150 

million with an indefinite maturity, which constitutes the Bank's Additional Tier 1 capital. 

In calculating own funds, no item related to which the Bank should have applied any restriction stipulated by CRR 

was included. 

The Bank uses a conservative approach when calculating its own funds; therefore, it does not apply Article 473a of 

CRR, which would allow transitional deductions for the effect of implementing IFRS9. 

At the end of 2025, the capital adequacy ratio of the Bank calculated at various levels of own funds were (in 

percentages):  

• CET1 Capital adequacy ratio 14,19% 

• T1 Capital adequacy ratio 42,61% 

• Total capital adequacy ratio 42,61% 

Which considerably exceeds the minimum capital requirements, which are 4.5%, 6%, and 8%, respectively. 

Further key ratios and bank metrics are shown in the following table. 
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EU KM1 - KEY METRICS 

 In millions of Hungarian Forint   
   31.12.2025 31.12.2024 
 Available own funds (amounts) 

1 Common Equity Tier 1 (CET1) capital  28 879 25 270 

2 Tier 1 capital  86 689 86 784 

3 Total capital  86 689 86 784 
 Risk-weighted exposure amounts 

4 Total risk-weighted exposure amount 203 453 227 082 
 Capital ratios (as a percentage of risk-weighted exposure amount) 

5 Common Equity Tier 1 ratio (%) 14.19% 11.13% 

6 Tier 1 ratio (%) 42.61% 38.22% 

7 Total capital ratio (%) 42.61% 38.22% 

 Additional own funds requirements to address risks other than the risk of excessive leverage (as a percentage of risk-weighted 

exposure amount) 

EU 7a 
Additional own funds requirements to address risks other than the risk of excessive 

leverage (%)  4.64% 2.69% 

EU 7b      of which: to be made up of CET1 capital (percentage points) 3.48% 2.02% 

EU 7c      of which: to be made up of Tier 1 capital (percentage points) 4.64% 2.69% 

EU 7d Total SREP own funds requirements (%) 12.64% 10.69% 
 Combined buffer requirement (as a percentage of risk-weighted exposure amount) 

8 Capital conservation buffer (%) 2.50% 2.50% 

EU 8a 
Conservation buffer due to macro-prudential or systemic risk identified at the level 
of a Member State (%) 0.00% 0.00% 

9 Institution specific countercyclical capital buffer (%) 0.71% 0.55% 

EU 9a Systemic risk buffer (%) 0.00% 0.00% 

10 Global Systemically Important Institution buffer (%) 0.00% 0.00% 

EU 10a Other Systemically Important Institution buffer 0.00% 0.00% 

11 Combined buffer requirement (%) 3.21% 3.05% 

EU 11a Overall capital requirements (%) 15.86% 13.74% 

12 CET1 available after meeting the total SREP own funds requirements (%) 7.08% 9.24% 
 Leverage ratio 

13 Total exposure measure 403,507 474 784 

14 Leverage ratio (%) 21.48% 18.28% 
 Additional own funds requirements to address the risk of excessive leverage (as a percentage of total exposure measure) 

EU 14a Additional own funds requirements to address the risk of excessive leverage (%)  0.00% 0.00% 

EU 14b      of which: to be made up of CET1 capital (percentage points) 0.00% 0.00% 

EU 14c Total SREP leverage ratio requirements (%) 3.00% 3.00% 
 Leverage ratio buffer and overall leverage ratio requirement (as a percentage of total exposure measure) 

EU 14d Leverage ratio buffer requirement (%) 0.00% 0.00% 

EU 14e Overall leverage ratio requirements (%) 3.00% 3.00% 
 Liquidity Coverage Ratio 

15 Total high-quality liquid assets (HQLA) (Weighted value - average) 57 868 60 360 

EU 16a Cash outflows - Total weighted value  140 533 138 921 

EU 16b Cash inflows - Total weighted value  223 548 282 744 

16 Total net cash outflows (adjusted value) 35 133 34 730 

17 Liquidity coverage ratio (%) 164.71% 173.80% 
 Net Stable Funding Ratio 

18 Total available stable funding 366 807 397 889 

19 Total required stable funding 308 893 362 934 

20 NSFR ratio (%) 118.75% 109.63% 
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IX. Remuneration policy (Article 450) 

The Bank's Remuneration Policy is in line with the business strategy and risk tolerance, objectives, values, and long-

term interests, and it aims to discourage excessive risk taking. It also incorporates measures to avoid conflicts of 

interest. 

9.1  Process of decision-making regarding the remuneration policy 

The Remuneration Policy is reviewed, re-assessed, and, if necessary, amended at least annually by the Bank. The 

Supervisory Board is responsible for the timely review and adequacy of the remuneration policy. It ensures consistency 

with the bank's overall risk strategy and compliance with relevant regulatory requirements. The policy aims to regulate 

the fixed and variable remuneration of the employees by setting clear rules and defining incentives that do not result 

in excessive risk-taking or other behavior conflicting with the interests of the Bank. 

The Supervisory Board shall work closely with the Board of Directors to ensure that the Policy is consistent and 

promotes sound and effective risk management. 

The Board of Directors shall actively participate in the design and review of the Policy. Any amendment of the Policy 

shall be discussed by the Board of Directors before being finally approved by the Supervisory Board. 

The process for the review of the Remuneration Policy and the determination of the level of variable remuneration is 

as follows: 

The Administration Department (HR function) of the Bank shall annually carry out an assessment regarding the Policy 

and its execution, including the compliance with Section 120(1) of the Banking Act, and shall report to the Supervisory 

Board thereon.  

Also, such reviews should assess whether employees working in control functions (risk management, compliance, 

internal audit) are independent from the business units, whether they have appropriate authority and are remunerated 

in accordance with the achievement of the objectives linked to their functions, regardless the performance of the 

business areas they control.  

The other relevant internal control functions (i.e. legal & compliance, risk, strategic planning, etc.) should be closely 

involved in reviewing of the Policy in order to assure the alignment with the Bank’s risk management strategy and 

framework.  

The Internal Audit Department in contribution with the other control functions of the Bank examines the adoption 

process, structure, implementation and effects of the Bank's remuneration policy on the risk profile, as well as how it 

manages these effects. The Internal Audit Department’s report shall include the results of the audit on the remuneration 

of the employees carrying out supervisory functions and risk management functions - including the employees 

carrying out internal control functions. 

Based on the Internal Audit Department's report and the inputs and recommendations of the Management and control 

functions, the Supervisory Board reviews the remuneration policy and, if necessary, makes amendments. 

For the financial year 2025, the Supervisory Board held four meetings concerning remuneration, where they discussed 

and noted the identifications of Specified Persons, furthermore discussed and approved the reviewed Remuneration 

Policy. When reviewing the Remuneration Policy, Internal Control Functions (Heads of Internal Controls and Legal 

& Compliance Department, Risk Department, Financial Management Department and Internal Audit Department) 

were also involved in the review, and the main amendments focused on clarification of references to different laws 

and MNB Recommendations to enhance compliance.  

The proposed amendment of the remuneration policy has been discussed by the Board of Directors, who has agreed 

therewith. 

In line with the legal stipulations (Section 117 (6) of the Banking Act), since the Bank’s market share is currently less 
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than 5 % of the Hungarian banking market, the Bank does not set up a remuneration committee. The Supervisory 

Board exercises supervisory functions. 

Variable remuneration is paid contingent on the Bank's profitability. The actual amount of variable remuneration is 

subject to approval by both the bank's Head Office and the Board of Directors. 

 

9.2 Remuneration Components 

In the Bank, remuneration consists of a fixed part, additional benefits/allowances, and a performance-based (variable) 

part (i.e. bonus), as detailed later in this section. The fixed and variable remuneration are regulated in the remuneration 

policy mentioned above, while the Bank has a separate measure for additional benefits. 

In the case of the Management, both the annual amount and the ratio of fixed and performance-based remuneration 

are established by the Board of Directors. In contrast, in the case of all other individuals belonging to the group of 

Specified Persons, the Management is entitled to decide on such ratio. 

According to the Remuneration Policy, the annual amount of the performance-based remuneration payable to an 

individual shall not exceed 100% of the individual’s annual fixed remuneration. In 2025, the current ratio of fixed and 

performance-based remuneration is 100% for the whole group of Specified Persons, which means that a maximum of 

100% of the individual’s annual fixed remuneration may be paid as performance-based remuneration. 

As the Bank  

1. does not qualify as a large institution as defined in point (146) of Article 4(1) of Regulation (EU) 

No 575/2013, and  

2. the average total value of the Bank’s assets on an individual basis calculated based on the year-end 

figures of the previous four years does not exceed HUF 1.500 billion. All performance-based 

remuneration is paid in cash, no shares or share-linked instruments are provided to the Specified 

Persons, and no deferral of any part of the performance-based remuneration is delayed. Besides the 

variable remuneration in cash, the Bank, therefore, has no variable component schemes in place. 

 

9.2.1 Fixed remuneration 

Fixed remuneration is the fixed part of the salary – not linked to the performance of the Bank’s entity-, business unit- 

or individual-level targets. Fixed remuneration reflects the individual’s relevant professional experience and 

organizational responsibility as set out in their job description. 

Except for Management, the monthly base salary is agreed upon by the CEO (as the person is entitled to exercise the 

employer’s rights) and the employee and fixed in the individual employment contracts.  

The monthly base salary of the members of the Management is set by the Board of Directors. 

The fixed remuneration of the members of the Board of Directors and of the members of the Supervisory Board is set 

by the Founder (Head Office HR Department). 

As a matter of principle, the amount of the fixed remuneration for the Specified Persons shall be high enough to 

provide adequate compensation for the professional work and shall be in line with the level of education, ranking, the 

required level of experience and skills, and the relevant business sector. 

9.2.2 Allowances / Benefits 

The scope of such allowance’s forms part of routine employment/executive packages. It contains, among other things, 

the following benefits: a hot meal, mobile phone, school-start support, company car for selected employees, gift 
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vouchers for different occasions and quarterly, small-value gifts for celebrations, dinner and taxi cost reimbursement 

in case of late overtime, key-position-based special allowances, and other types of allowances and cost reimbursements 

for ex-pats (posted employees) based on the Owner's guidelines. 

Within the owner's guidelines, Management approves the scope of allowances and the group of individuals who may 

receive them. The conditions of such allowances and their conditions are described in the Benefit Measures of the 

Bank. The Bank considers allowances as fixed remuneration, and their amount does not depend on performance. 

9.2.3 Performance-based (variable) remuneration. 

Performance-based remuneration is based on both the long-term profitability and the evaluation of the individual’s 

contribution to the results of the Bank. Performance is measured at the Bank, department, and individual level. It is 

subject to the fulfillment of predefined requirements. It is payable only in cases when the Bank’s financial situation is 

sustainable, and the performance of the Bank, the Bank’s unit, and the individual enable such payment.  

The performance measures include KPIs relating to the individual as well as collective performance on the business 

unit or the Bank level. Remuneration is most notably linked to the objectives of the business unit, with consideration 

to the Bank’s overall performance. For individual performance, non-financial factors are also considered, such as 

expertise, personal development, compliance with both internal policies and regulatory requirements, commitment, 

and contribution to the performance of the team. The Bank, however, ensures that employees working in control 

functions (risk management, compliance, internal audit) are independent of the business units, that they have the 

appropriate authority, and that they are remunerated for the achievement of the objectives linked to their functions, 

regardless the performance of the business areas they oversee. 

The Bank considers a performance-based remuneration to be significant, if the amount of the performance-based 

remuneration payable to one person exceeds 100 million HUF (gross) within a one-year-term. 

The Bank shall not pay performance-based remuneration when the Bank failed to meet the combined buffer 

requirements defined in the Banking Act. 

Performances at bank level and individual level are appraised once a year. 

The annual appraisal of the Specified Persons is based on individual agreements. The performance expectations are 

defined by bank, organizational unit, manager and position level within a pre-defined benchmark structure and/or 

target tasks, taking account of the differences arising from the nature of the various organizational unit's activities. 

In case of Specified Persons, the annual appraisal commences immediately after the period to which the performance 

relates and shall end until 30 June, except if the Bank received the bank-level performance appraisal from the Founder 

(Head Office HR Department) after 31 May, in which case the annual appraisal of Specified Persons shall be 

completed within 45 days after the receipt of the bank-level performance appraisal, the latest. The Management’s 

performance is evaluated by the Board of Directors based on the suggestion of the Founder (Head Office HR 

Department), while all other individuals belonging to the group of Specified Persons are evaluated by the CEO, based 

on the preliminary evaluation report prepared by the Administration Department (HR function), provided that 

appraisal results of such persons shall also be submitted to the Board of Directors for review. 

The performance-criteria for Specified Persons will be based and specified for each year according to the Incentive 

Plan for the given year.   

9.3 Risk Adjustments 

The Bank uses ex-ante risk adjustment and to the deferred part of the performance-based remuneration ex-post risk 

adjustment.  

Ex-ante risk adjustment is a method used by Administration Department during the annual performance evaluation 

and award process. It allows the full range of existing and potential risks related to the activity pursued by the Bank 

to be taken into account.  
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The Financial Management Department carries out ex-post risk adjustment to ensure the consistency between the 

performance-based remuneration and the risks assumed by the Bank, which also enforces the impact of the risks that 

may have been ignored by the ex-ante risk adjustment or that have arisen after the ex-ante risk adjustment. 

The deferred installments may be paid after the ex-post risk adjustment, which is based on evaluating entity-level and 

individual performances. 

9.3.1 Malus and clawback 

The Bank has also established malus and clawback provisions to enhance the ex-post risk adjustment process and 

avoid excessive risk-taking by the specified persons. If the Bank's profitability decreases primarily because a Specified 

Person undertook excessive risk, then their performance-based remuneration will be reduced or even canceled. 

Furthermore, should the Bank suffer significant capital losses, the amount of the performance-based remuneration for 

the actual year may be decreased or canceled, and stricter rules for performance appraisal may be applied.  

Additionally, performance-based remuneration would be canceled, and the earlier paid bonus may be reclaimed if the 

Specified Person is involved in a criminal act, serious breach of code of conduct and other internal rules, fraud, or 

great negligence that significantly lowered the profitability or reputation of the Bank. 

9.3.2 Deferrals – vesting 

In case, 

1. the Bank would qualify as a large institution as defined in point (146) of Article 4(1) of Regulation (EU) No 

575/2013, or 

2. the average total value of the Bank’s assets on an individual basis calculated based on the year-end figures 

of the previous four years would exceed HUF 1.500 billion, 

the actual payment of 40% of the performance-based remuneration should be delayed for a deferral period of 5 years 

in case of the executive officers, and four years in case of all other Specified Persons, except when a Specified Person’s 

performance-based remuneration does not exceed HUF 17,5 million, and 30% of their total yearly remuneration. In 

the case of Specified Persons whose yearly performance-based remuneration exceeds HUF 100 million, 60 % of the 

performance-based remuneration should be deferred.  

Before paying out the deferred part, the performance is reassessed, and, if necessary, an ex-post risk adjustment is 

performed. 

During the entire deferral period, the impacts occurring meanwhile in connection with the activity of the Specified 

Persons during the performance period are considered, and depending on those, the amount of the remuneration subject 

to deferred payment should be reduced if it is deemed necessary. Such ex-post risk adjustment is performed by the 

Financial Management Department, which informs the Administration Department (HR function) of the results.  

9.4 Specified Persons 

The scope of specified persons is determined in line with Section 117 (2) and (2a) of the Banking Act and with EU 

Regulation No. 923/2021 and MNB Recommendation 4/2022. (IV.8.) and MNB Recommendation 12/2022 (VIII.11.). 

The following individuals qualify as Specified Persons under the Remuneration Policy of the Bank:  

1. members of the Board of Directors and members of the Supervisory Board, 

2. the senior managers (i.e., the CEO and the Assistant/Deputy CEOs, altogether referred to as the 

“Management”) and 

3. the General Managers, the Deputy General Managers and the Local Compliance Officers (i.e. the heads of 

the local Compliance functions) of the foreign branches of the Bank, 

4. the heads of all departments of the Bank, since - given the Bank’s organizational and governance structure -
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all departments of the Bank are considered as material business units. 

5. other persons identified by the Board of Directors (based on the proposal of the Administration Department 

(HR function)) as persons whose professional activities have material impact on the Bank’s risk profile (i.e.: 

Relevant Persons, as defined in MNB Investment Services Remuneration Recommendation) 

Given the Bank’s organizational and governance structure, the persons mentioned above are entitled to make decisions 

on risk-taking on behalf of the Bank (even if they delegate the related preparatory activities) or have significant 

influence on risk control. 

During the financial year 2025, new Specified Persons were identified compared to 2024, because the Managing 

Director of the newly established Investment Services Unit became identified, furthermore because of personnel 

changes in different positions. 

All members of the Management (i.e., the CEO and Deputy/Assistant CEOs) simultaneously constitute the 

Management of Bank of China (CEE) Ltd. and Bank of China Limited Hungarian Branch under multiple employment 

contracts as permitted by Article 195 of the Hungarian Labor Code. In the related labor contracts – based on Article 

195 (2) of the Hungarian Labor Code - the parties agreed that the Bank of China Limited Hungarian Branch would 

make the salary payments for the members of the Management. Members of the Board of Directors and Supervisory 

Board do not receive any performance-based remuneration for their activities in this capacity. 

No person received any remuneration at the Bank that would equal or exceed the amount of one million euros. 

9.5 The amount of fixed and variable remuneration paid during 2025 

9.5.1 Total remuneration of all employees 

As of the end of 2025, the total number of staff was 97 (including inactive staff and shared employees, whose 

designated Employer is Bank of China Limited Hungarian Branch) in Bank of China (CEE) Ltd, furthermore 23 in 

Prague, 21 in Vienna, and 22 in Bucharest branch. The Bank spent a total of HUF 6,405.5 million on salaries and 

other staff-related expenditures, of which wages and bonuses totaled HUF 4,045.2 million and other personal-related 

payments HUF 2,360.3 million.  

For the year 2025, HUF 659.4 million—372.5 million in Hungary, 124.7 million in the Czech branch, 64.7 million in 

the Austrian branch, and 97.5 million in the Bucharest branch- bonuses and other rewards were awarded to the bank's 

employees as variable remuneration. 

9.5.2 Remuneration of Specified Persons 

Below, quantitative information is provided in respect of the actual remuneration paid by the Bank for 2025.  

EU REM1 - REMUNERATION AWARDED FOR THE FINANCIAL YEAR 

  In millions of Hungarian Forint a b c d 

  

  

MB 

Supervisory 

function 

MB 

Management 

function 

Other senior 

management  

Other 

identified 

staff 

1 

F
ix

e
d

 

r
e
m

u
n

e
ra

ti
o

n
 

Number of identified staff 3 5 9 11 

2 Total fixed remuneration 0 82.0 666,1 648.8 

3 Of which: cash-based 0 82,0 666,1 648.8 
4 (Not applicable in the EU) 0 0 0 0 

EU-4a 
Of which: shares or equivalent 

ownership interests 
0 0 0 0 
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5 
Of which: share-linked instruments 

or equivalent non-cash instruments 
0 0 0 0 

EU-5x Of which: other instruments 0 0 0 0 

6 (Not applicable in the EU) 0 0 0 0 
7 Of which: other forms 0 0 0 0 

8 (Not applicable in the EU) 0 0 0 0 

9 

V
a

r
ia
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le
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e
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o
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Number of identified staff 3 5 9 11 

10 Total variable remuneration 0 22,0 61,2 66,7 

11 Of which: cash-based 0 22,0 61,2 66,7 
12 Of which deferred 0 0 0 0 

EU-13a 
Of which: shares or equivalent 

ownership interests 
0 0 0 0 

EU-14a Of which: deferred 0 0 0 0 

EU-13b 
Of which: share-linked instruments 

or equivalent non-cash instruments 
0 0 0 0 

EU-14b Of which: deferred 0 0 0 0 

EU-14x Of which: other instruments 0 0 0 0 
EU-14y Of which: deferred 0 0 0 0 

15 Of which: other forms 0 0 0 0 

16 Of which: deferred 0 0 0 0 

17 Total remuneration (2 + 10) 0 104,0 727,3 715,5 

 

*  Other senior management: all five members of the Senior Management in Hungary simultaneously constitute the Management of Bank of 

China (CEE) Ltd. and Bank of China Limited Hungarian Branch under multiple employment contracts as permitted by Article 195 of the Hungarian 

Labor Code. In the related labor contracts – based on Article 195 (2) of the Hungarian Labor Code - the parties agreed that Bank of China Limited 

Hungarian Branch will make the salary payments for the members of the Management. They did not receive fixed salary or variable remuneration 

from Bank of China (CEE) Ltd., in 2025, though based on a cost allocation agreement between Bank of China (CEE) Ltd. and Bank of China Limited 

Hungarian Branch (hereinafter "the Banks") the Banks share the remuneration related costs among themselves with a predefined ratio, how the 

members of the management share their attention among their employer banks. Taking into consideration the above-mentioned cost allocation 

the five members of the management (2,33 FTE) were rewarded with a total remuneration of HUF 296.7 million, including HUF 264.7 million fixed 

remuneration and HUF 32 million variable remuneration in 2025 for their activities in Bank of China (CEE)Ltd. 

9.5.3 Total remuneration of specified persons  

As seen in the table above, the total remuneration of specified persons equaled HUF 1547 million (including HUF 

296.7 million for shared employed senior management in this quality, but 2 of them belongs to Board of Directors as 

well so their remuneration, equal to HUF 96.7 million are indicated in the MB Management Function column), of 

which HUF 1397.1 million was fixed remuneration (including HUF 264.7 million for the shared employed senior 

management, but 2 of them belongs to Board of Directors as well so their fixed remuneration, equal to HUF 74.7 

million are indicated in the MB Management Function column) and HUF 149.9 million was variable remuneration 

(including HUF 32 million for the shared employed senior management, but 2 of them belong to Board of Directors 

as well so their variable remuneration, equal to HUF 22 million are indicated in the MB Management Function 

column). 

9.5.4 Deferred remuneration awarded during the financial year 

As the Bank  

1. Does not qualify as a large institution as defined in point (146) of Article 4(1) of Regulation (EU) No 575/2013, 

and  

2. The average total value of the Bank’s assets on an individual basis calculated based on the year-end figures of 

the previous four years does not exceed HUF 1.500 billion. All performance-based remuneration is paid in cash, 

no shares or share-linked instruments are provided to the Specified Persons, and no deferral of any part of the 

performance-based remuneration is delayed. Besides the variable remuneration in cash, the Bank, therefore, 

has no variable component schemes in place. 

9.5.5 Outstanding deferred remuneration 
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There is no outstanding deferred remuneration for any specified persons. 

9.5.6 Sign-on and severance payments 

During the year 2025, no severance payments, sign-on payments, or guaranteed variable remuneration awards were 

made. 

9.5.7 Remuneration of 1 million EUR or more per year 

During the year 2025, no employee received remuneration of 1 million EUR or more. 

X. Temporary treatment of unrealized gains and losses measured at fair value through other 

comprehensive income in view of the COVID-19 pandemic (Article 468) 

The Bank does not apply the transitional rules set out in Article 468 of the CRR Decree, so it has nothing to disclose 

in this Article. 

XI. Introduction of IFRS 9 (Article 473A) 

The Bank does not apply the transitional measures set out in Article 473a of the CRR Regulation and thus has nothing 

to declare regarding this Article.  

XII. Transitional provisions for disclosure of own funds (Article 492) 

In the period from 1 January 2014 to 31 December 2021, institutions shall disclose the amount of instruments that 

qualify as Common Equity Tier 1 instruments, Additional Tier 1 instruments, and Tier 2 instruments by virtue of 

applying Article 484.  

The Bank does not have instruments that qualify as Common Equity Tier 1 instruments, Additional Tier 1 instruments, 

and Tier 2 instruments by virtue of applying Article 484 of the CRR; thus, it has nothing to declare on this Article.   

This Report was approved by the Board of Directors of the Bank on 26 May 2026. 



 

 

Template 1A: Simplified ESG information for SNCI and Other non-listed institutions covering both transition and physical risk (HUF millions) 

 

 

a b c d e f g h i

Total exposures subject 

to physical risk
Geography 1 Geography 2 Geography 3 Geography 4 Other  <= 5 years > 5 year

1 Exposures towards sectors that are climate change relevant                        69,832                        50,864                         18,968 

2 Exposures towards sectors that highly contribute to climate change                        51,951                        44,288                           7,663 

3 A - Agriculture, forestry and fishing                           7,802                           7,802                                  -   

4 B - Mining and quarrying                                  -                                    -                                    -   

5 C - Manufacturing                                  -                                    -                                    -   

6 D - Electricity, gas, steam and air conditioning supply                                  -                                    -                                    -   

7 D 35.1 - Electric power generation, transmission and distribution                                  -                                    -                                    -   

8       of which: D 35.11 - Production of electricity from non-renewable sources                                  -                                    -                                    -   

9
D 35.2 - Manufacture of gas, and distribution of gaseous fuels through mains                                  -                                    -                                    -   

10 D 35.3 - Steam and air conditioning supply                                  -                                    -                                    -   

11 D 35.4 Activities of brokers and agents for electric power and natural gas                                  -                                    -                                    -   

12 E - Water supply; sewerage, waste management and remediation activities                                  -                                    -                                    -   

13 F - Construction                           4,846                           4,846                                  -   

14 G - Wholesale and retail  trade                                  -                                    -                                    -   

15 H - Transportation and storage                        15,377                        15,377                                  -   

16 M - Real estate activities                        23,926                        16,263                           7,663 

17
Exposures towards sectors other than those that highly contribute to climate 

change
                       17,881                           6,576                         11,305 

18 I - Accommodation and Food Service Activities                                  -                                    -                                    -   

19
K – Telecommunication, computer programming, consulting, computing 

infrastructure and other information service activities
                       17,881                           6,576                         11,305 

20
K 63 - Computing infrastructure, data processing, hosting and other 

information service activities
                                 -                                    -                                    -   

21 Exposures to other sectors (NACE codes (J, L, N - V)                      560,224                      547,777                         12,447 

22 Loans collateralised by residential immovable property                              223                                   9                               214 

23 Loans collateralised by commercial immovable property                                  -                                    -                                    -   

24
Collateral obtained by taking possession: residential and commercial immovable 

properties 
                                 -   

On-balance sheet items

Gross carrying amount

Breakdown by residual maturity bucket

of which exposures sensitive to impact from climate change physical events


