KINGDOM OF CAMBODIA
NATION RELIGION KING

Unofficial Translation

Prakas
On
Liquidity Coverage Ratio

DG -

The Governor of the National Bank of Cambodia

- With reference to the Constitution of the Kingdom of Cambodia;

- With reference to the Royal Decree NS/RKT/0515/417 of May 11, 2015 on the
reappointment of His Excellency Chea Chanto as Governor General of the National Bank
of Cambodia, equivalent to Senior Minister;

- With reference to the Royal Kram NS/RKM/0196/27 of January 26, 1996 promulgating
the Law on Organization and Conduct of the National Bank of Cambodia;

- With reference to the Royal Kram NS/RKM/1206/036 of December 29, 2006
promulgating the Law on the Amendment of Article 14 and 57 of the Law on
Organization and Conduct of the National Bank of Cambodia;

- With reference to the Royal Kram NS/RKM/1199/13 of November 18,1999 promulgating
the Law on Banking and Financial Institutions;

- With reference to Prakas No B8-98-385 Prokor dated 20 July, 1998 on Organizational
Structure of the National Bank of Cambodia and functions-duties of all departments of
the National Bank of Cambodia;

- With reference to Prakas No B1-010-194 Prokor dated 26 November 2010 on the
amendment of Article 3, Article 4, Article 5, Article 12 and Article 13 of Prakas on
Organizational Structure of the National Bank of Cambodia and functions-duties of all
departments of the National Bank of Cambodia;

- Pursuant to the recommendation made by the National Bank of Cambodia Management
meeting on 19 November 2015.

Decides

Article 1.-

The purpose of this Prakas is to set criteria for the calculation of the Liquidity Coverage
Ratio (LCR) and to set minimum LCR requirements for deposit-taking banks and financial
institutions, hereinafter referred to as “Institution”.
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Article 2.-
This Prakas aims at:

- Promoting short-term resilience of each institution’s liquidity risk profile,

- Ensuring that each institution has an adequate stock of unencumbered liquid assets
that can be converted into cash at no or little loss of value in markets, to meet its
liquidity needs for a 30 day liquidity stress scenario; and

- Ensuring that prompt corrective actions are taken by the institution’s management
when the LCR potentially falls below the minimum requirement.

Article 3.-

This Prakas is applicable to the above-mentioned institutions, under the National Bank of
Cambodia’s (NBC) supervisory authority.
Article 4.-

The institution shall, at all time, maintain its LCR of at least 100% (one hundred percent)
from the 1** January 2020.

The LCR has two components:
- Numerator: market value of the stock of eligible liquid assets, as defined in article 7.

- Denominator: total net cash outflows, calculated according to the scenario parameters
outlined in Annex 1 of the Prakas.

Stock of eligible liquid assets
Net cash outflows within 30 days

LCR = >=100%

Locally incorporated institutions in Cambodia shall calculate LCR on both solo and
consolidated basis, and institutions that are foreign branches shall calculate LCR on a solo basis.

Article 5.-

The institutions shall calculate LCR using new reporting template from the 1*' January 2016
via a phase-in period until fully comply by the 1% January 2020. The institutions shall, at all time,
maintain an adequate stock of eligible liquid assets to fulfill the LCR limits as determined in
accordance with the following timelines:

With effect 1 September 1 September | ‘1 September 1 January
from 2016 2017 2018 tnngetly 2020

Wi 60% 70% 80% 90% 100%
LCR




Article 6.-

The institution shall have additional eligible assets over the LCR requirement in line with its
liquidity risk policy and tolerance.

The institution shall inform the NBC immediately in the event of an actual breach of its LCR
requirement or as soon as it foresees the possibility of breaching LCR requirement.

The institution shall separately calculate LCR for assets and liabilities denominated in Khmer
riel, U.S. dollar, other currencies jointly and all currencies consolidated. The regulatory
requirement of this Prakas applies to the LCR calculated in all currencies consolidated, in KHR.

Article 7.-

Eligible liquid assets are high quality liquid assets (HQLAs) and other liquid assets (OLAs)
as defined in Annexes 1 and 2 of this Prakas. Assets to be included in each category are those
that the institution is holding for a period of 30 days after each reporting date, irrespective of
their residual maturity.

HQLAs are included at their full market value of 100% (one hundred percent), whereas
OLAs are assigned a 15% (fifteen percent) to 25% (twenty five percent) haircut.

The amount of weighted OLAs is capped to 40% (forty percent) of the total of weighted
eligible liquid assets.

The portfolio of OLAs shall be diversified by types of assets and issuers.

Article 8.-

Total net cash outflows = the total of expected cash outflows - the total of expected cash
inflows (30 day period after each reporting date).

Total expected cash outflows = the outstanding balances of various categories of liabilities
and off-balance sheet commitments X run off rate.

Total expected cash inflows = the outstanding balances of contractual receivables X rate at
which they are presumed to flow in.

When considering its available cash inflows, an institution shall only include contractual
inflows from outstanding exposures that are fully performing and for which it has no reason to
expect a default within the 30 days.

Total expected cash inflows are capped to 75% (seventy five percent) of total expected cash
outflows, which means that, as a minimum, the total net cash outflows will be 25% (twenty five
percent) of total expected cash outflows.

For the purpose of LCR calculation, the institution shall not double count items; if assets are
included in the stock of eligible liquid assets referred to in article 7 of this Prakas, the associated



cash inflows from these assets cannot be counted as part of the calculation of the net cash
outflows.

Article 9.-
Cash outflows related to term deposits shall be excluded from the LCR calculation if:

- they have residual maturities exceeding 30 days; or
- they have withdrawal notice period greater than 30 days.

Nevertheless, if the institution allows a depositor to withdraw in advance such deposits even
with interest rate penalty, the entire category of these funds must be considered as demand
deposits; thus these deposits shall be included in the calculation of cash outflows.

Cash inflows from issuance of any new obligation during the next 30 day period should not
be taken into account.

Flows arising from derivative positions can be netted by counterparty, where a valid netting
agreement exists between the parties. As for the other positions and flows considered under this
Prakas, the institution must be in a position to provide clear analysis and evidence to justify the
derivative outflows and inflows it takes into account.

Article 10.-

If the institution is a subsidiary or a branch of a foreign bank, the NBC may allow
recognition to access to head office funds via a committed funding facility. In such instance,
such facility must meet all the following criteria:

- itisan irrevocable commitment from the institution’s head office,

- the facility allows to receive the total funding in a period less than 30 days,
- itis appropriately documented,

- itis quantified; and

- it has been notified in writing to the home supervisory authority.

The amount of such facility that can increase cash inflows in a branch or a subsidiary of a
foreign bank is capped to 40% (forty percent) of its total expected cash outflows.
Article 11.-

The institution shall have an internal organizational structure and internal controls, which are
appropriate to make sure that it complies with the regulatory requirements stated in the present
Prakas.

Article 12.-

The LCR is used on an ongoing basis to help monitor and control the liquidity risk within the
institution. The institution shall continuously comply with the required limits.



The institution shall submit the LCR report to the NBC on a monthly basis. In a stress
situation, the NBC may require the institution to report the LCR on a weekly or daily basis.

Article 13.-

The following Prakas shall be repealed:

- Prakas N° B7-00-38 Prokor dated February 09, 2000 Prokor on Liquidity for Banks and
Financial Institutions

- Prakas N° B7-02-187 Prokor dated September 13, 2002 on Amendment of Prakas
Relating to Liquidity for Bank and Financial Institutions

- Prakas N° B7-04-207 Prokor dated December 29, 2004 on Amendment of Prakas
Relating to Liquidity for Bank and Financial Institutions and

- Prakas N° B7-07-163 Prokor dated December 13, 2007 on Licensing of Microfinance
Deposit-taking Institutions point 4 of Article 3.

Article 14.-

The General Secretariat, the General Directorate of Banking Supervision, the General
Technical Directorate, the General Inspection, The General Cashier, all departments of the
National Bank of Cambodia, deposit-taking banks and financial institutions under the National
Bank of Cambodia’s supervisory authority shall strictly implement this Prakas.

Article 15.-

This Prakas shall take effect from the signing date.

Phnom Penh, 23 December 2015
The Governor

Signed and Sealed: Chea Chanto

Cos

— All members of the Board of Directors
— As stated in article 14 “for implementation”
—Files - archives
— Council of Minister
“for information”

— Administrative Department of CM
“for publication in the National Gazette”
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Annex 1
inwmIanpoiie Al #smavéanugiwmn
Monthly Report on Liquidity Coverage Ratio
TNHEHNINE
Name of the Institution :
MUTIGES
Reporting Date :
HFNUISTH 9 S0NIFETH (Exchange rate 1 USD) = KHR
BSSEAIMABSNSEN BSSERAIMANMIEY
ﬁﬁmmsﬁ]m (In milion riels) Non weighted amounts Weighted amounts faiu
Other Other Total
KHR usD _ KHR usbD _
currencies currencies
18 0jeuny
ASSETS
NG Bm i
1 1 Notes and coins 0 0 0
Hhun{mAvEIMaRGisi mmimﬁ%smgm
12 1 Reserves requirement with the NBC > minimum reserve requirement 0 0 0
AuamaghgmmAyu isisnminaisaym
b 1 Reserves requirement with the NBC in KHR
(AT ERMAYRGIMA §ANIMIEIn tmﬁmmimﬁ%sm‘;m
1 > Reserves requirement with the NBC in USD
wshagmividisianmimiisnym ibniunaanigag SunnnfmAmsumiiugs
[gajfanged §§lﬁiﬁ futs 1 1 Amounts deposited at the NBC excluding settlement account and capital guarantee account 0 0 0
HANMNGHI . o
' " YUUHIMGHMHINS (S0 LUiﬁGijﬂJ’ULﬁiﬁjﬁiSi]ﬁ) 16NN mﬁmm:mmsmglm
HaLA 10 1 NCDs (and any other securities) issued by the NBC 0 0 0
agfgprisyoptanumsimginedshimngigiva ymihw antsuiivinmg Shunminnmeu
IUMSEAMARA AAA 161 AA- §11 BOIMITNUMIGNHHZINS yulifwigngima BV MIA M TS A
17 1 |nudfju onmndiio fhnaminfigs inumsdamathn AAA
Market value of unencumbered marketable debt securities on or guaranteed by sovereigns and central banks,
with rating comprised between AAA and AA- included BIS, IMF, ECB, EU, and MDBs when rated AAA
0 0 0
(U] 9 = RIUYH (9.99 HT 9.90)
Total 1 = £ (1.11 ; 1.17) 0 0 0




agfiprisyuuEtanumsimginsdsmimngRgiva ymnw andsuivinty] Shnnminnumeu

-t

BUMSSAMARH A+ 161 A-

2 o8 Market value of unencumbered marketable debt securities on or guaranteed by sovereigns and central banks,
with rating between A+ and A-
ﬁ”gﬁﬁ@i%squLﬁﬁnpmmﬁgmﬁu:msﬁsmﬁmﬁgﬁgmﬁh UMW LN ETHAM NN MINN: M0
nfitgl§ iMufmsynuMuIsinh 9.90 IMUMSEAMANNgAMH U 1] A-

8 nJﬁJﬁtjﬁJ§§w e o8 Market value of unencumbered marketable debt securities on or guaranteed by Public Sector Entities (PSESs)
IﬁJﬂtG:]ﬁ and MDBs not included in 1.17 with rating higher or equal to A-
OLA HUURTANUMGHMGINSTShumagRgid uMGsgUwRm s (EHNSUU{RMANEHY) 84 Covered Bonds

UM SEAMARNAZATNY U 18] AA-

1.23 0.85
Unencumbered eligible debt securities (including commercial paper) and covered bonds, with rating higher or
equal to AA-
vfg

1.24 0.75
Gold for own account
f{U U = HUJUIN is [OLA ; 40% (HQLA+OLA)]
Total 2 = Minimum [OLA ; 40% (HQLA+OLA)]

[§A] Ry AIU

Total ASSETS

AU M = §JJU 9 + fIJU 1V
Total 3 = Total 1 + Total 2

NET CASH OUTFLOWS

= expected cash outflows - expected cash inflows

wunsmagisansmiigmuiihen = wunsmisansimiituiingn - puguisansimaituiingn

UG
OUTFLOWS

WG IS [MATIING (GSARASUIERIMA) SHIMAUIITAIUIMAIQIRGGSAEGE (FEMA T 177
900.000 GANIENIEIR [ AEG)

Retail cash outflows (regardless of amount) and qualifying SME deposits (less than or equal to USD
100,000 or equivalent)

2.11

0.05

MATHNBIS {gime

Stable deposits
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0.15

[MATINYS i s agiman

Less stable deposits

[UANg8EESNSAIMS

Unsecured wholesale funding

2.21

0.25

imivifuivim quangsEsmemimisumsiwnnygna iqnen 8 (RUELNGIMA)

operational deposits (unsecured funding generated by clearing, custody and cash management activities)

2.22

0.4
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non operational deposits from non-financial corp.not qualifying for reporting in 2.11 to 2.12

2.23

0.4

inruifdsiusuivimi faptsufivinw] QMR SHNMHEIMNN@DIAN:

non operational deposits from sovereigns, central banks, and PSEs
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CASH OUTFLOWS

2.24
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non operational deposits from banks and financial institutions (as defined in Annex 2)

2.25

imAvifSsivspRuimii SaynuiGhig)s

non operational deposits from all other legal entities

2.26

BANgSETSMSMIMNIGNIG)H (8 NGUTIRTAN M

any other unsecured wholesale funding including debt securities

[UFi886 8 mim st

Secured funding

2.31

[URUAMIUANG SMNINW{S NjAIRYAISSWikUMSHANMNGaS

secured funding transactions backed by HQLA

2.32

0.15

[URUAMIUANSSM NS NjuRgaISS Wwigjhig) s iplivne

secured funding transactions backed by OLA other than Gold

2.33

0.25

[URUAMIUANGSMNIN WY &S

secured funding transactions backed by Gold for own account

2.34

[URUAMIUANG SiH U SMIMNIINIG) 6

all other secured funding transactions
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Increased liquidity needs related to derivatives and other transactions

2.41
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derivative payables
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outflows from market valuation changes of collateral for derivative transactions

2.43

UG Mis anGIMARURURMIZURIANS AgFSItIIE)H

other derivative cash outflows
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Committed facilities

ABHES SIS T IMATIS G ATSPAANASSHasg Stumn

for the undrawn portion of committed credit and liquidity facilities

GHNHBG TSNS UM AT QGGG ST

fo retails and SMEs

2.51

0.05

AGAISNRANGAS

credit facilities

2.52

0.05

figeugnagiwman

liquidity facilities
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to non financial corporates, sovereigns and central banks

2.53

0.1

AGAISNRANAS

credit facilities

2.54

0.3

figaIsNagSSwmi

liquidity facilities
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to banks and financial institutions (as defined in Annex 2)

2.55

0.4
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credit facilities

2.56

0.4

figrosNagSSwmi

liquidity facilities
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fo other financial institutions

2.57
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credit facilities
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liquidity facilities
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to other legal entities

2.59
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credit facilities

2.60

RgaasnaugSwman

liquidity facilities

MAGRGHGSWOIMMIGII T (18AGAISNSIMSRGISH)

Other contingent funding obligations (whether contractual or not)

2.71

0.1

figrusnagSwmnSisangisidumouiiunmSiwnsunenn

unconditional revocable credit and liquidity facilities' agreements

2.72

> U U Bl

mugRgnashfhviimuinsmingny mwminhdgemunuisHu)isMagisansimiuoiienhig]

N 9visgMIMU )

trade finance related obligations (report average of monthly net outflows in last 12 month period)

2.73

0.5

mimfhlgasanas ipimagignisufhviimuinsmangny Mwmiansgshunjuis MU m
A giS aNGIMARHAGHINL 9VigGHIfMIW )
Guarantees and letters of credit other than trade finance related obligations (report average of monthly net

outflows in last 12 month period)

2.81

WG IS ANGIMA MEMIAISIGHIIG) 6

Other contractual outflows

(U0 G = RUYH (9.99 KT 19.G9)
Total 4 = £ (2.11 ; 2.81)
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INFLOWS

AIYAY] Reverse Repo SARGYIUIATAINSARNITASS MOl

Outstanding Reverse repos and securities borrowing with remaining maturities within 30 days

[GATUATIRIIMS S GV SHGSIAIM SIS AiUgTIISTATT

where the collateral received is not re-hypothecated
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CASH INFLOWS

3.11

=]
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covered by HQLA

3.12

0.25

MANNWIG HJMﬁ§m§§w1ﬁjh19]ﬁ
covered by OLA

3.13

MU WG NjARYIRHIG)H

covered by other assets

[SATUTIEIMS S G0 SHIAIMSIT NG QUgTISTI)

where the collateral received is re-hypothecated

3.14

MNWE NjrRyaIg S Wik uMSHNNMNGaT
covered by HQLA

3.15

M{INW{FjIREIg 8 [iﬁﬁjﬂié]ﬁ
covered by OLA

3.16

M NG N nYIRHIg)H

covered by other assets

RGAISPESASHTIMAT A[f2anSEINISHVIINIE JONSAANGHHGUATHS 19

Undrawn committed facilities from banks and financial institutions as defined in Annex 2

3.21

Rgaagpiii:ansnmiShtiimin inudsmsnwmiangh m.vY

Committed facilities from banks and financial institutions other than those reported in 3.22

3.22

Rgeusnirugsiinnmiy

Committed fund facilities with parent bank

WG IARGAISNIGH 9 FUaISMImE GESENSMIMS FHItT:- 1A MOTG

Other contractual inflows, either secured or unsecured, within 30 days

3.31

0.5

Hfsnenw

from retail customers

3.32

0.5

ﬁﬁjtﬂLmﬁj@ﬁfjﬁ§ﬁﬁﬁjﬁ
from SMEs

3.33

0.5

vt sBsivsiimis
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from non financial corporates

3.34

nsMinameu

from central banks

3.35

o

DR ansummIShilimin gomsichnhguugg v

3

from banks and financial institutions as defined in Annex 2

3.36

0.5

al [=3

AR ansuinninigiig)s gomsishanguugs v

from other financial institutions as defined in Annex 2

3.37

0.5

Asfunuighig)s

from other legal entities

3.38

0.5

flant suiiuint

from sovereigns

3.39

mivifisii:apsunmiShiimin gomsichghguags v

deposits with banks and financial institutions as defined in Annex 2
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derivative cash inflows

U)iGUAIGIS aNGIMA N gURIANS AgjgMURGAISNIW: 1N MOTY
3.50 1
net contractual derivative cash inflows within 30 days 0 0 0

Wi ANGIMA TR GAI SN IULRIGIAIG)BHHIS: R MOTE
3.60 1 !
Contractual inflows from other securities maturing within 30 days 0 0 0

WG anGImA TR AIgNIGHIIg) B E A 10T MOTG
3.70 0 '
Any other contractual inflows aue in the next 30 days 0 0 0

(UJU & = BUYH (.99 BT M.AO)
Total 5 =% (3.11 ; 3.70) 0 0 0
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TOTAL NET CASH OUTFLOWS Total 6 = Total 4 - Min (Total 5 ; 75% Total 4) 0 0 0
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Unofficial Translation

Annex 2

Instruction for fulfilling the LCR template

The lapses in the liquidity risk management had taken a substantial part in the large financial
crisis that occurred in 2008. The Basel Committee on Banking Supervision has developed new
liquidity standards, among which the Liquidity Coverage Ratio (LCR), that aims to strengthen
the liquidity framework of banks and particularly to promote their resilience in periods of crisis.
Building on these heightened standards, the purpose of LCR is to compare the liquid assets
owned by each institution with the net outflows that are expected to arise within 30 days under
potential stress conditions. At all time, the institutions should keep an amount of assets of high
guality, remaining liquid even in a period of crisis, which could cover its expected net outflows.
In this context:

- Assets held at banks and financial institutions as defined in Chapter | below are not
considered as liquid assets in period of stress as these institutions could be in
financial difficulty, and not having any more capacity to pay back;

- Outflows arising from liabilities with other banks and financial institutions are
considered as having a 100% probability to take place because of the potential
financial difficulties of these institutions and their consecutive need of liquidities;

- All other outflows are calculated with weightings reflecting types of their counterparties;
- To a certain extent, inflows can mitigate outflows but (1) they must be reliable inflows
and not only potential ones, and (2) they are capped at 75% of outflows.
Chapter |
Definitions

For the purpose of this Prakas, some key terms are defined as the following:

Bank and financial institution (BFI): refers to any provider of financial services that has been
licensed by or registered with the National Bank of Cambodia (NBC), and any similar entity
licensed or authorized abroad by any banking regulatory authority.

Other financial institution (OFI): refers to any provider of financial services other than BFls; it
includes insurers, pension funds, and securities firms.

Unencumbered asset: refers to an asset free of any legal, regulatory, contractual or other
restriction on the ability of the institution to liquidate, sell, transfer or assign the asset.

Credit rating: refers to credit rating by external credit rating agencies recognized by the NBC.

Small and Medium Enterprises (SMEs): refer to enterprises as defined by the Ministry of
Industry and Handicraft.

Wholesale funding: refers to liabilities and general obligations that are raised from non-natural
persons or legal entities, which are callable within 30 days.

1



Unofficial Translation

Unsecured wholesale funding: refers to liabilities or general obligations that are not
collateralized by legal rights to specifically designed assets.

Secured funding: refers to liabilities or general obligations that are collateralized by legal rights
to specifically designed assets.

Committed credit and liquidity facilities: refer to contractual agreements and/or obligations to
extend funds at a future date to retail or wholesale counterparties. For the purpose of the LCR
calculation, these facilities include only contractually irrevocable (“committed”) or conditionally
revocable agreements.

Liquidity facility: refers to any committed, undrawn back-up facility that would be used to
refinance the debt obligations of a customer in situations where such customer is unable to roll-
over that debt in financial markets (i.e. pursuant to a commercial paper ...). General working
capital facilities for corporate entities are not classified as liquidity facilities but as credit facilities.

Contingent funding obligations: refer to obligations that may be either contractual or non-
contractual. Non-contractual funding obligations include association with, or sponsorship of,
products sold or services provided that may require the support or extension of funds in the
future under stress conditions. Non-contractual obligations may be embedded in financial
products and instruments sold, sponsored or originated by the institution that can give rise to
unplanned balance sheet growth. Failure to satisfy customer expectations would likely cause
material reputational damage (risk) to the institution.

Trade finance related obligation: refers to any trade related obligation directly underpinned by
the movement of goods or the provision of services such as documentary trade letters of credit,
documentary and clean collection, import bills, export bills and guarantees directly related to
trade finance obligations.

Other contractual inflows, either secured or unsecured, within 30 days: when considering
loan payments, the institution should only include inflows from fully performing loans. For
revolving credit facilities, the institution should assume that part of the existing loans will be
rolled over, meaning that the outstanding amounts of inflows will be weighted. Inflows from
loans that do not have any specific maturity should not be included; only amounts contractually
due within 30 days may be taken into account.

Chapter Il
Specifications on the LCR Template

This template will be reported in million Riels (million KHR).
1- Eligible Assets

Neither deposits at nor lending to BFIs as defined in Chapter | shall be considered as eligible
assets. This is to reduce the contagion risk of liquidity shortages at one institution causing
shortages at other institutions and to reflect the risk that, in a period of stress, other institutions
may not be in a position to honor their debt.

a- High quality liquid assets (HQLAS):

It 1.11: all notes and coins held by institution.



Unofficial Translation

It 1.12: reserves held at the NBC in excess of the minimum reserve requirement.

It 1.13: report the full amount of minimum reserve requirement held at the NBC in KHR. Their
weighting is 100%.

It 1.14: report the full amount of minimum reserve requirement held at the NBC in USD. Their
weighting is 70% due to the fact that the NBC does not issue US dollars.

It 1.15: report the amounts deposited in current account and term deposit at the NBC regardless
of their maturity. Amounts held in settlement and capital guarantee accounts shall not be
reported in this item.

It 1.16: unencumbered negotiable certificates of deposits - NCDs and any other unencumbered
securities issued by the NBC and loans to the NBC that are immediately available to meet
obligations during time of stress.

It 1.17: market value of unencumbered marketable debt securities held by the institution
representing claims on or claims guaranteed by sovereigns or central banks that are rated
between AAA and AA- (or equivalent) including BIS, IMF, ECB, EU and/or MDBs when rated
AAA.

b- Other liquid assets (OLAS)

It 1.21: market value of unencumbered marketable debt securities held by the institution
representing claims on or claims guaranteed by sovereigns or central banks that are rated
between A+ and A-.

It 1.22: market value of unencumbered marketable debt securities held by the institution
representing claims on or claims guaranteed by Public Sector Entities (PSEs) and MDBs not
included in It 1.17, which are rated at least A-.

It 1.23: market value of unencumbered marketable debt securities and covered bonds. These
assets must satisfy the following conditions:

- in the case of corporate debt securities: they are not issued by BFIs or any of its
associated entities, and are plain vanilla assets whose valuation is readily available
based on standard methods and does not depend on private knowledge;

- in the case of covered bonds: they are not issued by BFls or any of its associated
entities;

- the assets that have a credit rating of at least AA-;

- they are traded in large, deep and active repo or cash markets characterized by a low
level of concentration, and

- they have a proven record as reliable source of liquidity in the markets (repo or sale)
even during stress market conditions.

It 1.24: metal gold and paper gold owned by institution for its own account. Gold for own
account is included only with a 75% weighting due to its price volatility.



Unofficial Translation

2- Cash Outflows
a- Retail cash outflows

Retail deposits are defined as deposits by any natural person. Retail deposits for the LCR
calculation include savings, demand and term deposits maturing in or with a notice period up to
30 days. Unsecured wholesale funding provided by SMEs as defined in chapter | can be
reported as retail deposits if the total aggregated funding raised from an SME is less than or
equal to USD 100.000 (or equivalent). Other funding that does not fulfill the said conditions is
classified as unsecured wholesale funding (It. 2.21 or 2.22).

Retail deposits are divided into “stable” and “less stable” deposits with different rates of run-off.

It 2.11: stable deposits are those which are fully insured by an effective deposit insurance
scheme, including demand, savings and term deposits with the residual maturity within 30 days.
Their weighting is 5%.

“Fully insured” means that the deposit amount, up to the deposit insurance limit, will be fully paid
out by the deposit insurance scheme. Amounts in excess of those covered by the insurance
scheme shall be considered as “less stable deposits”.

It 2.12: all retail deposits that do not meet the criteria set out to be captured in It 2.11 are
considered as “less stable deposits” and are reported here. Such deposits include demand,
savings and term deposits (regardless of maturity). Their weighting is 15%.

b- Unsecured wholesale funding

For the purpose of the LCR, “unsecured wholesale funding” is defined as those liabilities and
general obligations that are raised from non-natural persons or legal entities, and are not
collateralized. The wholesale funding included in the LCR is defined as all funding that may be
withdrawn within 30 days. Wholesale funding that is callable by the fund provider subject to a
contractually defined and binding period surpassing 30 days is not included; then, it implies that
the fund provider has absolutely no possibility to withdraw the funds before the contractual term.
Unsecured wholesale funding includes deposits as well as all other unsecured funding such as
notes, bonds, and any unsecured debt securities.

All dividends and contractual interest payments shall be reported in It 2.81.

It 2.21: certain institutions require their customers (financial and non-financial) to place deposits
in order to facilitate their access and ability to use payment and settlement systems. Such
unsecured wholesale funding qualified here, in It 2.21 if, and only if, they are demonstrated to
be specifically needed for operational purposes, meaning that:

- they are generated by clearing, custody and/or cash management activities of the
customer. Deposits arising out of correspondent banking and from the provision of
securities firms do not qualify for It 2.21; such deposits must be reported in It 2.22 to
2.26;

- the customer is reliant on the institution to perform these services as an independent
third party intermediary;

- these services must be provided under a legally binding agreement;
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- the termination of such agreements are subject to a notice period of at least 30 days
or significant switching costs;

- the deposits are held in specifically designated accounts;

- the deposits are only by-product of the underlying services provided by the institution.
Any excess of deposit on such accounts should be re-qualified in It 2.22 to 2.26. The
institution shall have clear methodology for identifying excess deposits to be excluded
from It 2.21.

The NBC may not permit the institution to utilize the notion of “operational deposit” in It 2.21 if
such deposit is seen as large amount collected from a small proportion of customers
(concentration risks).

It 2.22: report the amount of unsecured wholesale deposits from non financial institutions that
do not qualify as operational deposits.

It 2.23: report the amount of unsecured wholesale deposits from sovereigns, central banks and
PSEs that do not qualify as operational deposits.

It 2.24: report the amount of unsecured wholesale deposits from BFls as defined in Chapter |,
that do not qualify as operational deposits.

It 2.25: report the amount of unsecured wholesale deposits from OFIs as defined in Chapter |,
that do not qualify as operational deposits.

It 2.26: report the outflows that will occur from other unsecured wholesale funding such as
notes, bonds and other debt securities issued by the institution regardless of the holder.

c- Secured funding

For the purpose of the LCR calculation, “secured funding” is defined as those liabilities and
general obligations that are collateralized by legal rights to specifically designated assets owned
by the borrowing institution. The institution shall calculate the amount of outflow based on the
amount of funds raised through the repos, collateral swaps and forward repurchase
transactions.

It 2.31: report the amount of all outstanding secured funding transactions with remaining
maturities within 30 days, that are secured by HQLA (It 1.11 to 1.17).

It 2.32: report the amount of all outstanding secured funding transactions with remaining
maturities within 30 days, that are secured by OLA (It 1.21 to 1.23).

It 2.33: report the amount of all outstanding secured funding transactions with remaining
maturities within 30 days, that are secured by gold (It 1.24).

It 2.34: report the amount of all outstanding secured funding transactions with remaining
maturities within 30 days, that are secured by assets other than the ones referred to in It 1.11 to
1.24 above.

d- Increased liquidity needs related to derivatives and other transactions

It 2.41: institution should calculate expected contractual derivative inflows and outflows based

on mark-to-market values or common valuation methodologies. Derivative inflows and outflows

in It 2.41 are those arising from any derivative transactions which usually are mainly premium
5
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and margin call or similar, possible monetary compensations, interest payments and flows of
notional when exchanged. Cash flows may be calculated on a net basis by counterparty where
a valid netting agreement exists. Options are assumed to be exercised when they are “in the
money” to the option buyer.

Institution may calculate its cash flows on a net basis for foreign exchange derivative contracts
not covered by a master netting agreement, contract by contract, where it involves a full
exchange of principal amounts within the same day.

Institution should exclude from calculation those liquidity requirements that would result from
increased collateral needs due to market value movements or falls in value of collateral posted,;
these liquidity requirements are to be reported in It 2.42.

Where derivative payments are collateralized by HQLA or OLA, institution shall calculate cash
outflow net of any corresponding cash for collateral inflow that would result from contractual
obligations for cash or collateral to be provided by the counterparties if the institution is legally
entitled to re-use the collateral received. Their weighting is 100%.

It 2.42: this item is for collateral outflows as market practices require collateralization, and its
maintenance, of mark-to-market exposures on its derivative and other transactions. Institution
may potentially face substantial liquidity risk exposures to these valuation changes when it has
entered into collateralization arrangements in order to protect itself against mark-to-market
exposures. Report any outflow arising from market valuation change related to collateral. The
calculation is to be made according to a look back approach: the amount to be written down is
the largest absolute net 30 days collateral flow realized during the preceding 24 months. The
absolute net collateral flow is based on both realized outflow and inflow. Inflows and outflows of
transactions execute under the same master netting agreement can be treated on a net basis.

It 2.43: report liquidity needs related to valuation changes on collateral embedded in derivative
and other transactions; these liquidity needs result from clauses included in contracts. Potential
loss of value on such collateral is considered to be 0% if it would qualify to be considered as
HQLA, and 20% in other cases. Excess of collateral received that could be recalled by
counterparty must be added in the calculation for its full amount 100%.

e- Committed facilities

Credit and liquidity facilities are defined as explicit contractual agreements or obligations to
extend funds at a future date to retail or wholesale counterparties. For the purpose of the LCR
calculation, these facilities only include contractually irrevocable (“committed”) or conditionally
revocable agreements to extend funds. Unconditionally revocable agreements are excluded
from this Item and must be reported in It 2.71. A liquidity facility is defined as a committed,
undrawn back-up facility to face potential liquidity needs, as specified in Chapter 1.

It 2.51: report the undrawn committed credit facilities to retail customers and SMEs.
It 2.52: report the undrawn committed liquidity facilities to retail customers and SMEs.

It 2.53: report the undrawn committed credit facilities to non financial corporate, sovereigns and
central banks, MDBs and PSEs.

It 2.54: report the undrawn committed liquidity facilities to non financial corporate, sovereigns
and central banks, MDBs and PSEs.
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It 2.55: report the undrawn committed credit facilities to BFls as defined in Chapter |
It 2.56: report the undrawn committed liquidity facilities to BFIs as defined in Chapter I.
It 2.57: report the undrawn committed credit facilities to OFls as defined in Chapter I.
It 2.58: report the undrawn committed liquidity facilities to OFls as defined in Chapter I.

It 2.59: report the undrawn committed credit facilities to any other legal entity and report any
other contractual obligation to extend funds within 30 days that would not be captured
elsewhere.

It 2.60: report the undrawn committed liquidity facilities to any other legal entity and report any
other contractual obligation to extend funds within 30 days that would not be captured
elsewhere.

f- Other contingent funding obligations

Other contingent funding obligations may be contractual or non-contractual. When considering
the amount of potential outflows, the institution should consider the material reputational impact
of a failure to satisfy its customer needs.

It 2.71: report the amount of unconditionally revocable agreements where the institution has the
right to unconditionally revoke the undrawn portion of these facilities. This item includes
committed agreements and obligations to extend funds that are not captured in It 2.72 and 2.73.

It 2.72: for contingent funding obligations related to trade finance, report the average of monthly
net outflows in the last 12 month period if positive, or report “zero” if the amount results in a net
inflow. Trade finance instruments consist of trade-related obligations such as, but not limited to,
trade discount and trade debt assignment, documentary and clean collection, import bills, export
bills, and guarantees directly related to trade finance obligations such as shipping guarantees.

It 2.73: for contingent funding obligations resulting from guarantees and letters of credit other
than above trade finance related obligations, report the average of monthly net outflows in the
last 12 month period if positive, or report “zero” if the amount results in a net inflow.

g- Other contractual cash outflows

It 2.81: report any other contractual cash outflows within the next 30 days, such as outflows to
cover unsecured collateral borrowings, any other debt borrowings, uncovered short positions,
dividends and contractual interest payments. Outflows related to operating costs of the
institution however are not to be included in this standard.

3- Cash Inflows

When considering its available cash inflows, the institution should only include contractual
inflows (including interest payments) from outstanding exposures that are fully performing and
for which the institution has no reason to expect a default within 30 days. Contingent inflows are
not included in total net cash inflows. The weighting applied to inflows reflects roll-over
assumptions or expectations about credit extensions that vary depending on the kind of
counterparty to which they apply.

Cap on total inflows: the amount of inflows that can offset outflows is capped at 75% of total
expected cash outflows in order to prevent institutions from relying solely on anticipated inflows
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to meet their liquidity requirements, and also to ensure a minimum level of eligible assets. This
implies that an institution must maintain a minimum amount of eligible assets equal to 25% of
the total cash outflows.

Additional cap: the amount of inflows arising from irrevocable and formalized committed fund
facilities signed with the head office or parent bank of foreign branches and subsidiaries is
capped at 40% of total expected cash outflows to avoid that the liquidity position is not overly
dependent on the arrival of inflows from particular counterparty (see It 3.22 below).

Credit and liquidity facilities with other institutions: Since the undrawn committed credit or
liquidity facilities with BFIs are assumed not to be able to be drawn in the period of stress, these
facilities are weighted 0%, except for the facilities made in favor of branches and subsidiaries of
foreign banks that are allowed under the conditions set forth in Article 10 of this Prakas.

a- Outstanding reverse repos and securities borrowings

It 3.11: report the outstanding amount of reverse repos and securities borrowing agreements by
the institution maturing within 30 days, where the collateral received is HQLA and has not been
re-hypothecated. The institution should assume that such agreements will be rolled over, and
then giving rise to no cash inflow (the associated weight is 0%).

It 3.12: report the outstanding amount of reverse repos and securities borrowing agreements by
the institution maturing within 30 days, where the collateral received is OLA and has not been
re-hypothecated. The institution is assumed not to roll over all these agreements depending on
the quality of the underlying assets (the associated weight is 25%).

It 3.13: report the outstanding amount of reverse-repos and securities borrowing agreements by
the institution maturing within 30 days, where the collateral received is other assets and has not
been re-hypothecated. The institution is assumed not to roll over these agreements due to the
lower quality of the underlying assets (the associated weight is 100%).

It 3.14: report the outstanding amount of reverse repos and securities borrowing agreements by
the institution maturing within 30 days, where the collateral received is HQLA and has been re-
hypothecated. The institution should assume that such positions will be rolled over in order to
cover the short position having arisen from the re-use (the associated weight is 0%).

It 3.15: report the outstanding amount of reverse repos and securities borrowing agreements by
the institution maturing within 30 days, where the collateral received is OLA and has been re-
hypothecated. The institution should assume that such positions will be rolled over in order to
cover the short position having arisen from the re-use (the associated weight is 0%).

It 3.16: report the outstanding amount of reverse repos and securities borrowing agreements by
the institution maturing within 30 days, where the collateral received is other assets and has
been re-hypothecated. The institution should assume that such positions will be rolled over in
order to cover the short position having arisen from the re-use (the associated weight is 0%).

b- Undrawn committed facilities from BFls

It 3.21: report undrawn contractual committed credit and liquidity facilities that the institution

holds at BFIs for its own purpose. It is recalled that the template is intended to reflect a situation

under stress conditions; then no such facilities are assumed to be able to be drawn, and then

receive a 0% inflow rate. This is to (1) reduce the contagion risk of liquidity shortages at one
8
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institution causing shortages at other institutions and (2) reflect the risk that other institutions
may not be in a position to honor credit or liquidity facilities, or may decide to incur a legal and
reputational risk involved in not honoring their commitment, in order to preserve their own
liquidity.

It 3.22: this item is only dedicated to branches and subsidiaries of foreign banks that have been
licensed by the NBC. Report the full amount of irrevocable and formalized contractual
committed fund facilities signed with the head office or parent bank under the conditions set
forth in Article 10 of this Prakas. The amount that is accepted as an inflow is capped at 40% of
the total expected cash outflows.

c- Other contractual inflows, either secured or unsecured

Inflow rates are determined by types of counterparties. A debtor is said to be “fully performing”
when he repays his loans in accordance with the terms originally agreed with the institution,
then has no arrears in principal or interest payments.

It 3.31 to 3.32: report the contractual amount of expected inflows from retail customers and
SMEs that comply with the definition given in Chapter I. It is assumed that the institution
receives all payments (including accrued interest payments) from retail customers and SMEs
that are fully performing and contractually due within 30 days. However, the institution is
assumed to continue to extend loans to the same customers at a rate of 50% of contractual
inflows. This explains a 50% weighting of the contractual amount of inflows.

It 3.33 to 3.38: report the contractual amount of expected inflows from the corresponding
entities. It is assumed that the institution receives all payments (including accrued interest
payments) from wholesale and other legal entity customers that are fully performing and
contractually due within 30 days. In addition, the institution is assumed not to continue to extend
loans to BFls, and central banks, but to continue to extend loans at a rate of 50% to all other
clients — non financial corporate, sovereigns, MDBs, PSEs and OFls as referred to in Chapter I.
This explains the respective weighting of 50% for It 3.33, 3.36, 3.37 and 3.38 and 100% for It
3.34 and 3.35.

It shall be noted that:

- It 3.35: report the inflows from domestic and foreign BFIs (as defined in Chapter I).
This item includes inflows maturing within the next 30 days from secured funding in
HQLA and OLA under the condition that these assets have not been reported as
eligible assets (numerator). Expected inflows from secured funding in assets other
than HQLA and OLA are not eligible inflows and therefore shall not be reported here.

- It 3.36: report the inflows from domestic and foreign OFlIs (as defined in Chapter I).

- It 3.37 to 3.38: report the inflows from all other domestic and foreign legal entities
including MDBs and PSEs and from sovereigns.

It 3.39: report the amounts of current account and term deposits held in BFIs (as defined in
Chapter I). It has to be noted that:

(1) deposits held in BFIs for operational purposes, such as for clearing, custody and
cash management purpose, are assumed to stay in those institutions and cannot be reported as
inflows. The definition of “operational deposits” here is the same as in It 2.21.
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(2) as for term deposits: (a) report only the amount of deposits maturing within the next
30 days and/or (b) report the amount of deposits maturing more than 30 days if the customer is
contractually allowed to withdraw these deposits before maturity.

d- Derivative cash inflows

It 3.50: report all derivative net cash inflows, if any. The amount is to be calculated according to
the methodology described in It 2.41, 2.42 and 2.43.

e- Contractual inflows from other securities and others

It 3.60: report the contractual amount of expected inflows from other securities that have not
been captured elsewhere and maturing within 30 days, provided that they are fully performing
(meaning that there has been no default or that there is no expected default on those
instruments). These may include inflows from negotiable certificates of deposit, but inflows from
HQLA and OLA reported in It 1.11 to 1.24 shall not be reported here according to the rule of no
double-counting.

It 3.70: report the amount of any other contractual expected inflows maturing within the next 30
days that would not have been captured elsewhere.
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