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Institutions (Als)

— Establishment of Capital Adequacy Review
Tribunal (CART)

» Concluding remarks




operational risks

Pillar 1: sets out minimum
capital requirement for a
bank’s credit, market and

Pillar 3: requires a bank
to enhance its public
disclosures on its risk
profile, capital adequacy
and key financial
information

Pillar 2: deals with other
risks not covered under
Pillar 1; requires banks to

hold capital to cover these

risks; and requires supervisors

to review banks’ capital planning




credit risk, subject to a few technical adjustments

« MA will continue to set minimum CARs
individual  Als, based on guideline
implementation of Pillar 2 under consultation

for
for




Drafting and « Tabling in periods
Consultation o LegCo for beginning
Banking negative 1 Jan)
(Amendment) vetting (Oct)
Bill 2005

Rules)

< Policy; Setting >
<<_ Rules Development ><< Implementation >5




Disclosure Rules - will be promulgated in the
form of subsidiary legislation

* MA is also empowered to issue guidelines on
interpretation and operation of the Rules
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consultation

» All implementation proposals have been issued
to and endorsed by the industry




« The draft Rules are subject to two rounds of
consultation : preliminary industry consultation on each

batch and statutory consultation on the whole set of
Rules




» The Panel has been provided with the latest drafts of all parts
of the Capital Rules, and the policy paper on the Disclosure
Rules.




* Preliminary industry consultation : the first three
batches completed, the fourth batch in progress

* The Rules are “technical”, putting flesh on the bones
of the primary legislation
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Outline of Capital Rules

Part 1: Preliminary
Part 2: Application of these Rules
Part 3: Determination of Capital Base

— Part 4: Calculation of Credit Risk
—[ Part 5: Calculation of Operational Risk]
— Part 6: Calculation of Market Risk |

 Part 7: Asset Securitization ]
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* Preliminary industry consultation :
under the guidance of the Working Party on Financial
Disclosures and Basel 11 Consultation Group

+ Drafting and statutory consultation are expected to complete in
time for introduction to the Legislative Council at the same
time as the Capital Rules
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Outline of Disclosure Rules

Part 1: Preliminary

Part 2: General Principles
Part 3: General Requirements

Part 4: Disclosures Applicable to all Hong Kong Incorporated Als

Part 5: Additional Disclosures Specific to Hong Kong Incorporated Als
under the Basic Approach

| Part 6: Additional Disclosures Specific to Hong Kong Incorporated Als ]
under the Standardised Approach

Part 7: Additional Disclosures Specific to Hong Kong Incorporated Als
under the Foundation or Advanced Internal-ratings Based Approach

—[ Part 8: Half Yearly Disclosures by Overseas Incorporated Als ]

—[Part 9: Implementation and Transitional Provisions ]
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— Als can achieve compliance by 1 January 2007

 Sufficient guidance and time have been made
available to Als to prepare for implementation
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— In respect of fundamental decisions as to which
approach to capital adequacy calculation an Al
may adopt which may have a material impact on
the Al’s capital requirement
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dissatisfied party to the r;eview may appeal to
the Court of Appeal against the CART’s
determination on a point of law
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— Same time as the Capital Rules become effective

* Number of appeals expected to be minimal given
HKMA'’s close dialogue with Als in their preparation
for implementing Basel Il (e.g. on their choice of
calculation approaches) 17




preparations for implementation by the target date,
consistent with Hong Kong’s position as an international
financial centre
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