Disclosure of the remuneration system of Public Bdn(Hong Kong)
Limited (the “Bank”) for the year 2012

Remuneration Committee

The Bank has established its Remuneration Committewritten terms of reference with
effect from 1 January 2011 in compliance with tequirements of the Supervisory Policy
Manual on “Guideline on a Sound Remuneration Systghe “Guideline”) issued by the
Hong Kong Monetary Authority (the *HKMA”). There we four members in the
Remuneration Committee and the majority of the mensilivere Independent Non-executive
Directors. The Remuneration Committee was chaireddn Sri Datuk Seri Utama Thong
Yaw Hong, the Independent Non-Executive Co-Chairmoaithe Bank. The other members
were Tan Sri Dato’ Sri Tay Ah Lek, Mr. Lee Chin Guand Mr. Quah Poh Keat.

The Remuneration Committee meets at least once & ye review and make
recommendations to the board of directors (the tBaof the Bank on the overall
remuneration policy, specific remuneration packaags compensation arrangement relating
to the termination of their office or appointment directors, Chief Executive, senior
management and key personnel, and for the fornoulati the remuneration policy applicable
to all employees of the Bank and its subsidiariles {Group”).

Two meetings were held in 2012. The attendanceadf enember in 2012 is set out below:

Number of meetings
Name of members attended in 2012 Attendance rate
Tan Sri Datuk Seri Utama Thong Yaw Hong, 2/2 100%
Chairman
Tan Sri Dato’ Sri Tay Ah Lek 2/2 100%
Mr. Lee Chin Guan 2/2 100%
Mr. Quah Poh Keat 2/2 100%

During the year, movement of senior officials, 20d42nual salary review, allocation of
discretionary bonus and annual review of the rematimn policy and system in compliance
with the guidelines of the HKMA were reviewed aratad.

Remuneration of the directors, Chief Executive,i@emanagement and key personnel is
determined by reference to factors including theelleof workload, responsibilities and
commitments, performance and remuneration packafgtee Group. No individual director
or any of his associate is involved in decidingdvs remuneration.

The scales of director’s fees of the Bank for tharg 2012 and 2011 are outlined as follows:
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Range

Chairman/Co-Chairman HK$60,000 — HK$102,500

Other directors HK$25,000 — HK$92,500

No remuneration was paid to members of the Remtinoar&ommittee for the years 2012
and 2011 except the aforesaid director’s fees.

Design and structure of the remuneration processes
The Board of the Bank oversees the formulation,nteaiance and implementation of the
Remuneration Policy.

The Remuneration Committee of the Bank reviews sswbmmends the remuneration
packages of key senior management personnel ofGtimeip (excluding Public Finance
Limited and its subsidiaries which had establistteelr own Remuneration Committee and
adopted their own Remuneration Policy) in accordaneith the authorities and
responsibilities as stipulated in its terms of refiee, to the Board of the Bank for approval.

The Remuneration Committee of the Bank also wotksety with the Human Resources
Committee, Audit Committee and other dedicated cidtass and departments to (i) review if
there are any material non-compliance issues iatiogl to internal policy and statutory
requirements and make adjustments to paymentsrafireration whenever necessary, and (ii)
decide upon the appraisal system which fairly messuhe performance of each key
personnel, and make changes to the system wheasaggdo meet the changing needs of the
Bank.

Proposal of a remuneration review is submittecheio@hairman of the Board of the Bank by
the Remuneration Committee for consideration eaein.y

Regular compliance monitoring is imposed to revibe management and operation of the
remuneration system.

Human Resources Department continues to taketimé@g&on all human resources matters
while Human Resources Committee continues to fancin accordance with its terms of
reference.

Discussions and recommendations related to empogéananagerial level made in the

meetings of Human Resources Committee are subniittetie Group Human Resources

Committee of Public Bank Berhad, the ultimate heddcompany of the Bank, and where

appropriate, to the Remuneration Committee of thakBfor endorsement while discussions
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and decisions related to hon-managerial employeserm the meetings are normally noted
in the Board Executive Committee of the Bank.

The Remuneration Policy of the Bank Group

The Bank adopted the Remuneration Policy in compé&awith the Guideline in December
2010. The Remuneration Policy covers the Bank (olidg branches and representative
offices of the Bank located outside Hong Kong) @#sdsubsidiaries except Public Finance
Limited, Public Financial Limited and Public Sedig$ Limited (the "Bank Group"), which
have their own remuneration policy. The RemunenaRolicy was initiated by the Human
Resources Committee and approved by the Board.Humean Resources Committee also
reviews and keeps abreast of the legal and reguladguirements from time to time, and
liaises with risk control units including risk magsnent, financial management and
compliance functions to strike a balance among igefft staff motivation, sound
remuneration packages and prudent risk managemewntiindings and recommendations to
be incorporated into the Remuneration Policy wi# put forth to the Remuneration
Committee for consideration. Having discussed agceed upon at the Remuneration
Committee, the revisions to the Remuneration Palioyld be recommended to the Board for
approval.

The Bank’s Remuneration Policy encourages emplbgéavior that supports the Bank’s risk
tolerance, risk management framework and long-témancial soundness. The policy is
established and implemented in line with the objest business strategies and long-term
goals of the Bank and formulated in a way that wilt encourage excessive risks taking by
employees but allows the Bank to attract and reemmployees with relevant skills,
knowledge and expertise to discharge their spetifictions. The Bank has considered the
risks, including market, credit, liquidity and op8onal risks, when implementing the
remuneration measures, which are closely monitbyedarious management committees and
working groups. The Bank considers and reviews abdit reports and various kinds of
performance reports to take account of these mskise remuneration process. Audit reports
cover information on asset quality, credit risk @g@ment and operational risk management
whilst performance reports state various kinds wsimess performance indicators such as
delinquent rate, net impairment ratio, customeroddp business growth, etc., which are
useful for identification of current and future ks The employees’ performances in
controlling these current and future risks are dishkwith their remuneration rewards. The
Board will take the overall performance of the B&oup, risk management, market trends,
and other non-financial measures when decidingpréormance bonus pool. This will be
adjusted as and when the Bank considers apprapfiagre is no change of remuneration
measures over the past year.



Basically, the remuneration package consists adfiand variable remuneration which are
offered in cash. Fixed remuneration refers to baalary, the year end double pay, and other
fixed income while variable remuneration refersligcretionary bonus, sales commission and
other variable income. The remuneration packages @etermined by taking into
consideration the evaluation of the job’s respdlisds and contribution, the market pay
levels for benchmark positions, and employee’squardnce. The level of remuneration and
the proportion of variable remuneration to fixechtameration of senior management and key
personnel are linked to their level of respondipilindertaken and contribution to business
performance and enhancements of efficiency andtefémess of operations.

When the amount of variable remuneration payouteds a predetermined percentage or
amount of the annual fixed remuneration of the eyg#, a deferment period of 3 years will
be imposed in order to align the incentive awaol®d granted to an individual employee
with the long-term value creation and the time rams of risk. The deferred remuneration
will be vested gradually over the 3-year defermagatiod and no faster than on a pro-rata
basis. To conform to the spirit of the Guidelim&lanot to undermine the risk management
advantage by applying deferment of variable rematimn, if there is any deferred
remuneration, hedging exposures in respect of tivesied portion of deferred remuneration
by any trading, investment or other financial atte will be restricted.

Subject to the decision of the Remuneration Conemitih accordance with the internal

guidelines, the deferred remuneration will be fibeld and/or clawed back when it is later
established that the data on which the performaneasurement for a particular year was
based is subsequently proven to have been magifegbtated; or it is later established that
the employee concerned has committed fraud or otlafieasance, or violated any legislation,
code or internal control policies of the Bank Grpapthere has been a significant downward
restatement of the financial performance of the kB&rwoup; or the employment of the

employee is terminated.

The award of variable remuneration to the senionagament, key personnel and risk taking
employees is subject to the aforesaid deferral am@sim which will be reviewed by the
Remuneration Committee at least annually and sutgezthange when necessary.

The remuneration of the employees within the risktml function, including those

performing accounts, audit, compliance and crediinagement functions, etc, is
determined by the performance of individual empésyand is independent of the
business they oversee. The performance factotheofappraisees in carrying out
their core job responsibilities under their respeciob functions are assessed in the
performance appraisals. Appropriate remuneratidhb&irecommended based on the
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results of the appraisals annually.

The Bank uses a comprehensive performance measuré&emework that incorporates both
financial and non-financial performance in deteimgnthe size and allocation of variable
remuneration. The financial metrics link the valgatemuneration to the profits, revenue and
other performance measures of the Bank as a waiotethe contribution of business units or
departments and an individual employee to the Baskvell. The applicable and material
risks associated with the activities of employehls,cost and quantity of capital required to
support the risks taken, and the cost and quaatitiygquidity risk in the conduct of business
are also taken into consideration. The non-findneiatrics capture the performance on
gualitative aspects such as the compliance withmianagement policies, adherence to legal,
regulatory and ethical standards; customer satisfgcand effectiveness and efficiency of
supporting operations. Given the importance in lioidgncial achievements and non-financial
factors, poor performance will result in reducti@h or elimination to the variable
remuneration. Adverse performance in non-finandedtors will override outstanding
financial achievement, and thus, the employee’sfopmance can be assessed
comprehensively.

Annual review of remuneration system

An annual review of the remuneration system andofsration of the Bank Group was
conducted by the Remuneration Committee at theo€2812. The review concludes that the
remuneration system is consistent with the priesget out in the Guideline.

Remuneration of senior management and key personnel

The aggregate quantitative information on remumanafior the Bank’s senior management
(including the two Executive Directors who also chdthe positions of Chief Executive and
Alternative Chief Executive respectively) and keygonnel is set out below.

() The amount of remuneration for the financiahys 2012 and 2011, split into fixed and
variable remuneration and paid in cash, and nummbeeneficiaries were:

2012
Remuneration for senior management®*:
Fixed remuneration Variable remuneration No. of
Non-deferred Deferred Non-deferred Deferred beneficiaries
HK$8,093,473 Nil HK$2,587,173 Nil 6

* Senior management comprises Chief Executive, therAate Chief Executives, Senior Deputy General
Manager, Financial Controller and Head of Treasury
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Remuneration for key personnéf:

Fixed remuneration Variable remuneration No. of
Non-deferred Deferred Non-deferred Deferred beneficiaries
HK$6,888,838 Nil HK$1,456,875 Nil 8

# Key personnel comprises individual employees whadsties or activities in the course of employment
involve the assumption of material risk or the makbn material exposures on behalf of the Bank Group

and the key personnel within risk control functions

2011
Remuneration for senior management*:
Fixed remuneration Variable remuneration No. of
Non-deferred Deferred Non-deferred Deferred beneficiaries
HK$7,712,745 Nil HK$2,490,651 Nil 6

* Senior management comprises Chief Executive, therAate Chief Executives, Senior Deputy General

Manager, Financial Controller and Head of Treasury

Remuneration for key personnef:

Fixed remuneration Variable remuneration No. of
Non-deferred Deferred Non-deferred Deferred beneficiaries
HK$6,483,472 Nil HK$1,510,343 Nil 8

# Key personnel comprises individual employees whadsties or activities in the course of employment
involve the assumption of material risk or the makbn material exposures on behalf of the Bank Group

and the key personnel within risk control functions

(i) The amount of variable remuneration for tieahcial years 2012 and 2011 was paid in
cash. No variable remuneration in shares or sliaked instruments was granted.

(i) There was no deferred remuneration awardegj put and reduced through performance
adjustments and there was no outstanding defemedineration during the financial

years 2012 and 2011.

(iv) No senior management or key personnel had laeerded new sign-on or severance
payments or paid guaranteed bonuses during thecialayears 2012 and 2011.
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