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1.1 Financial Highlights

Income Statement Item

Operating Income
Operating Expenses
Profit Before Taxation
Net Profit for the year

Y2019
431,797,330
(269,180,765)
162,586,051
137,852,574

Balance Sheet Iltem

Loans and Advances to Customers
Total Assets

Deposits from Customers

Total Liabilities

Paid-in Capital

Total Owners’ Equity

For detail information please refer to enclosed Y2019 annual audit report.

12/31/2019
6,381,793,409
13,192,603,421
7,088,335,711
8,335,912,906
4,000,000,000
4,856,690,515

Y2018
494,023,171
(319,219,506)
174,355,888
132,248,581

12/31/2018
6,080,886,781
14,880,650,383
8,043,097,502
10,165,954,594
4,000,000,000
4,714,695,789
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Risk management

The Bank's risk management is an integral part of the Bank business strategy. The Bank risk management
approach focuses on ensuring continued financial soundness and safeguarding the interest of our
shareholder, while remaining nimble to seize value-creating business opportunities in a fast changing
environment. The Bank is committed to maintaining high standards of corporate governance, sound risk
management principles and business practices to achieve sustainable long-term business expansion or
growth. The Bank continuously strive towards best risk management practices to support the Bank’s
strategic objectives.

The Bank has put in placed a framework of policies, methodologies, tools and processes that will help the
Bank to identify, measure, monitor and manage material risks faced by the Bank.

The Bank's responsibility for risk management starts at the top with the Board of Directors overseeing a
governance structure that is designed to ensure that the Bank's business activities are:

- Conducted in a safe and sound manner and in-line with established risk management policies;
- Consistent with the Bank's overall business strategy and risk appetite;
- Adequate risk management and internal controls.

The Board of Directors is assisted by the Risk Management Committee in the oversight of risks namely;
credit risk, market risk, liquidity risk and operational risk. The Risk Management Committee is responsible
to ensure risk reports are regularly submitted to the Board of Directors to keep the Board of Directors
posted of the Bank's risk profile. And related risk strategy or policies are appropriate approved by the Board
of Directors for implementation. The Bank’s senior management is responsible for establishing risk
management policies and procedures, according to the risk management strategy approved by the Board
of Directors and the Risk Management Committee. These risk management policies are implemented by
different departments of the Bank upon approval from the Board of Directors.

2.1 Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation. Credit risk mainly arises from credit business. In treasury transactions,
credit risk refers to that the issuer fails to repay the matured principal or interest.

2.1.1 Credit business

Considering the market and economic environment, business development strategy and the requirements
of customers, within the Bank’s risk control scope, the Bank provides various direct credit businesses and
direct credit substitute businesses to foreign-invested companies set up in the PRC mainly by Southeast
Asian companies and domestic companies with good credit standing.

The Bank has established a strict credit management system, including credit approval, daily credit
monitoring, credit classification monitoring, problem loan management, policies for loan loss provisioning
and write-off, debt restructuring, etc.

The Bank adopts the internal five-tier grading loan classification approach (the “Internal Credit Grading”) to
monitor the risk condition of its loan portfolios. This approach assesses the credit grading by considering
the customers’ credit record, financial position, repayment condition, as well as the collaterals to monitor
the risk of loan portfolios.

If the counterparties are concentrated in a few industries or a few geographical areas, or have similar
economic characteristics, the credit risk is normally higher. In addition, different industries and geographical
areas may have different characteristics; hence the respective credit risk is not similar. The Bank has set
specific limits for large exposure credit concentration, industry concentration and country concentration to
improve the credit risk structure. The Bank prepares the exposure report of concentration risk quarterly
and performs periodical review on it.
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The Bank mitigates credit risk by obtaining mortgage, cash margin, pledged deposits, and guarantees from
companies or individuals. The Bank has specified amounts and categories of collateral required
according to the assessment result of credit risk of the counterparty. The Bank has established
underwriting standards on collateral types and assessment methods. The Bank has specified categories
of acceptable collateral, including deposit pledge, land use rights, buildings, and machines and
equipments. To reduce the credit risk, the Bank has stipulated discount rates for different collaterals to
reflect the cash realisable value. The business units will monitor the market value of the collaterals
regularly and may require the obligors to increase the collaterals based on the related agreements. When
performing assessment of the adequacy of loss provision, changes in the market value of the collaterals will
be considered. For a loan guaranteed by a third party, the Bank assesses the guarantor’s financial
condition, historical credit record and its capacity to settle the debts on behalf of the obligor.

Except for loans, collaterals or guarantees needed for other financial assets shall be determined by the
nature of the instruments.

The Bank has managed exposure to country risks within a reasonable limit and provided adequate Special
Reserve on country risk exposures.

2.1.1.1 Loans and advances to customers
Analysed by security type

2019 2018
Unsecured loans 913,584,933 1,038,748,085
Guaranteed loans 2,968,152,514 2,586,227,343
Secured loans 3,041,858,581 2,843,321,006
- mortgaged 2,779,461,955 2,709,522,737
- pledged 262,396,626 133,798,269
Total loans and advances 6,923,596,028 6,468,296,434
Less: Allowances for impairment losses (541,802,619) (387,409,653)
Net book value of loans and advances to
customers 6,381,793,409 6,080,886,781
Overdue loans analysed by overdue period
2019
Between Between
Within three months one year and Over
three months and one year three years three years Total
Secured loans
- against collaterals 23,618,940 - - - 23,618,940
2018
Between Between
Within three months one year and Over
three months and one year three years three years Total
Secured loans
- against collaterals - - - 15,057,783 15,057,783

Overdue loans represent loans and advances to customers, of which the whole or part of the
principal or interest was overdue for more than one day.
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2.1.1.2 Loan loss provisions

As at 31 December 2019, the loan provision rate of the Bank was 7.83% and there was no NPL. The Bank’s
loan loss provision met the relevant regulatory requirements as at 31 December 2019 (Regulatory
requirement of loan provision rate is 1.5%. regulatory requirement of provision coverage is 120%).

2.2 Liquidity risk

Liquidity risk means the risk that a commercial bank is unable to acquire adequate funds in a timely manner
at a reasonable cost to repay mature debts, fulfill other payment obligations and meet other capital needs
for normal business activities.

The liquidity risk management is to ensure that the Bank has sufficient liquidity/cash to meet its obligations
related to financial liabilities and its demand on business development. These include that the Bank can
meet withdrawal request from customers on demand or when contracts mature; the Bank has sufficient
funds for repayment when borrowings mature; the Bank needs to maintain sufficient liquidity to meet the
regulatory liquidity ratio requirement; and the Bank has sufficient funds for new investment opportunity.

The liquidity risk management measure adopted by the Bank is primarily to match the maturity structures
between assets and liabilities. Due to differences between various businesses and maturity tenors, it is
impractical to maintain a perfect match between assets and liabilities. The Bank has established a set of
procedures for identifying, measuring, monitoring and reporting liquidity risk, including limits for cash flow,
liquidity ratio. The Bank has established liquidity contingency plan to maintain an appropriate balance of
cash flows and to ensure all the required funds can be provided at maturity. The Bank has set up regular
stress testing on the Bank’s liquidity risk in order to take advanced action to prevent bad impact on the
Bank’s daily operation. The Bank considers and prevents possible liquidity risk in the future so as to
improve its payment capacity under the liquidity stress.

The following tables provide the analysis of the contractual undiscounted cash flows of the Bank’s financial
assets and liabilities at the balance sheet dates. Interest receivable and payable of financial assets and
liabilities with fixed terms are presented according to the due dates of interest stipulated in the contracts;
current financial assets and liabilities (including interest receivable and payable as at the balance sheet
dates) are presented under the item “repayable on demand/terms undated”.
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Financial assets
Cash on hand and deposits with central
bank

Deposits and placements with
inter-banks and non-bank financial
institutions

Derivative financial assets

Loans and advances to customers

Available-for-sale financial assets

Other assets

Total assets
Financial liabilities

Deposits  and borrowings  from

inter-banks

Derivative financial liabilities
Deposits from customers
Other liabilities

Total liabilities

Net position

2019

Contractual Repayable Between Between Between
Carrying undiscounted on demand / Within 1 month 3 months 1 year More than
amount cash flows  terms undated 1 month and 3 months and 1 year and 5 years 5 years
918,798,298 919,169,457 919,169,457 - - - - -
2,945,233,666  3,014,669,564 46,172,066  1,677,994,127 505,019,431 785,483,940 - -
23,796,870 23,796,870 23,796,870 - - - - -
6,381,793,409  7,882,655,074 23,670,673 707,788,101  1,265,459,999  1,674,521,105 2,425,961,789  1,785,253,407
2,633,196,020  2,959,723,888 - - 206,601,863  1,623,482,407 902,653,563 226,986,055
10,633,880 10,633,880 10,633,880 - - - - -

12,913,452,143

(1,070,544,568)

(22,154,671)
(7,088,335,711)
(6,371,172)

14,810,648,733

(1,089,618,181)

(22,154,671)
(7,325,482,798)
(6,371,172)

1,023,442,946

2,385,782,228

(782,747)

(22,154,671)
(2,428,076,629)
(6,371,172)

(219,849,551)

(62,355,631)

1,977,081,293

4,083,487,452

3,328,615,352

2,012,239,462

(100,804, 750)

(291,774,538)

(768,181,133)

(2,282,388,899)

(2,260,887,101)

(8,187,406,122)

(8,443,626,822)

(2,457,385,219)

(282,205,182)

(392,579,288)

(3,050,570,032)

(2,260,887,101)

4,726,046,021

6,367,021,911

(1,433,942,273)

2,103,577,046

1,584,502,005

1,032,917,420

1,067,728,251

2,012,239,462
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Financial assets
Cash on hand and deposits with central
bank

Deposits and placements with
inter-banks and non-bank financial
institutions

Derivative financial assets

Loans and advances to customers

Available-for-sale financial assets

Other assets

Total assets
Financial liabilities

Deposits  and borrowings  from

inter-banks

Derivative financial liabilities
Deposits from customers
Other liabilities

Total liabilities

Net position

2018

Contractual Repayable Between Between Between
Carrying undiscounted on demand / Within 1 month 3 months 1 year More than
amount cash flows  terms undated 1 month and 3 months and 1 year and 5 years 5 years
1,189,052,142  1,189,533,104  1,189,533,104 - - - - -
5,949,851,753  6,156,271,886 71,599,953  3,452,577,448 788,096,415  1,736,175,084 107,822,986 -
64,186,577 64,186,577 64,186,577 - - - - -
6,080,886,781  7,225,385,610 15,057,783 824,694,450 1,467,069,993  1,770,588,744  1,841,156,096  1,306,818,544
1,345,499,250  1,400,551,000 - 306,690,000 57,690,000 564,833,000 471,338,000 -
11,212,191 11,212,191 11,212,191 - - - - -

14,640,688,694

(1,908,782,494)
(37,170,584)
(8,043,097,502)
(4,133,643)

16,047,140,368

(1,930,037,271)
(37,170,584)
(8,276,003,267)
(4,133,643)

1,351,589,608

4,583,961,898

(905,995)
(37,170,584)
(2,565,759,961)
(4,133,643)

(1,518,101,818)

(318,587,580)

2,312,856,408

4,071,596,828

(411,029,458)

(262,755,540)

(3,734,843,242)

2,420,317,082

(1,394,056,944)

1,306,818,544

(9,993,184,223) (10,247,344,765)

(2,607,970,183)

(1,836,689,398)

(673,784,998)

(3,734,843,242)

(1,394,056,944)

4,647,504,471

5,799,795,603

(1,256,380,575)

2,747,272,500

1,639,071,410

336,753,586

1,026,260,138

1,306,818,544
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2.3 Market risk

Market risk management is the total process of identifying, measuring, monitoring and controlling market
risks. Market risk refers to the risk arising from financial instruments’ fair value or future cash flow
fluctuations due to changes in market prices, including interest rate risk and foreign currency risk. Interest
rate risk arises when the change in interest rates affect fair value of interest rate related product; foreign
currency risk arises when the change in foreign exchange rates affect the value of the net assets/liabilities
or when the Bank has spot/forward FX positions. Market risk of the Bank exists in trading book and banking
book.

The Bank’s interest rate risk includes the risks arising from when the repricing and/or maturity schedule of
assets and liabilities are not matched, causing the uncertainty of net interest income in banking book. The
Bank’s management tools of interest rate risk includes Cumulative NIl Impact limit, Interest rate gapping
limit for the balance sheet, Cumulative EVE Impact limit, and conduct regular stress test. Meanwhile, by
closely observing interest rate trends (both in Renminbi and foreign currency) and market interest rate
changes, the Bank conducts proper scenario analysis and makes timely adjustments to the loan and
deposit interest rates (both in Renminbi and foreign currency) in line with the benchmark interest rates to
reduce its interest rate risk.

The Bank’s foreign currency risk exposures mainly arise from net on-balance-sheet assets and liabilities
designated in foreign of which values are exposed to foreign exchange rates. The Bank’s main principle of
foreign currency risk control is to match the assets and liabilities of the respective individual currency to
minimise the foreign currency risk and to control the currency risk exposure within limits set by the Bank.
The Bank, based on the guiding principles from Risk Management Committee, relevant laws and
regulations and the management’s evaluation of the current environment, has set risk tolerance limits, and
avoids risk via reasonable arrangements of assets and liabilities in different currencies.

The Bank classifies financial instruments into investment portfolios on banking book and trading book to
effectively monitor market risk. According to the Former CBRC’s Market Risk Management Guidelines for
Commercial Banks, the Bank has established market risk management policy and procedures to set related
limits on all market risk exposures. These policies and procedures illustrate the structure and approval
mechanism of market risk limits. Market risk limits mainly include product limits, foreign exchange position
limits, cut-loss limits, PVO1 limit and FX gapping limits.

2.3.1 Interest rate risk

The Bank’s interest rate risk is monitored by Market and Operational Risk Management Division. Market
and Operational Risk Management Division has established relevant policies and monitoring procedures to
regularly report risk condition to Assets/Liabilities Committee. The monitoring on interest rate risk mainly
includes gap analysis on interest rate re-pricing schedule and stress test.

2.3.1.1 Exposure to interest rate risk

The Bank’s interest rate risk mainly includes the risks arising from when the repricing and / or maturity
schedule of assets and liabilities are not matched, causing the uncertainty of net interest income in banking
book.

The following tables indicate the distribution by expected next re-pricing dates (or maturity dates, whichever
are earlier) of financial assets and liabilities at the balance sheet dates.

10
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Assets
Cash on hand and deposits with
central bank

Deposits and  placements  with
inter-banks and non-bank financial
institutions

Derivative financial assets

Interest receivable

Loans and advances to customers
Available-for-sale financial assets
Other assets

Total assets

Liabilities
Deposits  and
inter-banks
Derivative financial liabilities
Deposits from customers

Interest payable
Other liabilities

borrowings  from

Total liabilities

Net position

Assets
Cash on hand and deposits with
central bank

Deposits and  placements  with
inter-banks and non-bank financial
institutions

Derivative financial assets

Interest receivable

Loans and advances to customers
Available-for-sale financial assets
Other assets

Total assets

Liabilities
Deposits  and
inter-banks
Derivative financial liabilities
Deposits from customers

Interest payable
Other liabilities

borrowings  from

Total liabilities

Net position

2.3.1.2 Sensitivity analysis

The Bank adopts sensitivity analysis to measure the probable impacts on the Bank’s net profit and owners’

equity caused by interest rate change.

With all other variables held constant, the following table shows the impact on net profit and owners’ equity

2019

Between Between

Within 3 months 1year
Non-accrual 3 months and 1 year and 5 years Total
18,938,798 899,859,500 - - 918,798,298
- 2,216,359,666 728,874,000 - 2,945,233,666
23,796,870 - - - 23,796,870
77,793,123 - - - 77,793,123
- 1,823,764,158  4,558,029,251 - 6,381,793,409
- 200,319,600  1,581,424,330 851,452,090 2,633,196,020
10,633,880 - - - 10,633,880

131,162,671  5,140,302,924  6,868,327,581 851,452,090

(22,154,671)

(93,687,822)
(6,371,172)

(320,544,568)

(2,768,173,127)

(750,000,000)

(2,228,193,351)

12,991,245,266

(2,091,969,233)

(1,070,544,568)
(22,154,671)
(7,088,335,711)
(93,687,822)
(6,371,172)

(122,213,665)

(3,088,717,695)

(2,978,193,351)

(2,091,969,233)

(8,281,093,944)

8,949,006  2,051,585,229  3,890,134,230 (1,240,517,143) 4,710,151,322
2018

Between Between

Within 3 months 1 year
Non-accrual 3 months and 1 year and 5 years Total
84,560,514  1,104,491,628 - - 1,189,052,142
- 4,240,356,753  1,615,265,000 94,230,000  5,949,851,753
64,186,577 - - - 64,186,577
59,963,640 - - - 59,963,640
- 2,139,894,816  3,940,991,965 - 6,080,886,781
- 349,811,487 539,712,083 455,975,680  1,345,499,250
11,212,191 - - - 11,212,191

219,922,922  7,834,554,684  6,095,969,048 550,205,680

(37,170,584)

(115,542,079)
(4,133,643)

(1,908,782,494)
(3,137,954,628)

(3,615,585,966)

14,700,652,334

(1,289,556,908)

(1,908,782,494)
(37,170,584)
(8,043,097,502)
(115,542,079)
(4,133,643)

(156,846,306)

(5,046,737,122)

(3,615,585,966)

63,076,616

2,787,817,562

2,480,383,082

(739,351,228)

4,591,926,032

caused by reasonable change in interest rate.

11
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2019 2018

Impact on Impact on Impact on Impact on

net profit equity net profit equity

Increase/ Increase/ Increase/ Increase/

(decrease) (decrease) (decrease) (decrease)

Increase 100 basis points 37,236,672 20,672,670 34,866,189 27,454,628
Decrease 100 basis

points (43,428,580) (26,508,568) (42,888,857) (35,302,570)

This sensitivity analysis is based on a static interest risk profile of assets and liabilities. The analysis only
evaluates the interest fluctuation within one year and reflects the impact, rising from the re-pricing on assets
and liabilities of the Bank within one year, on interest income and expense calculated per annum. The
analysis is based on the following assumptions:

- All of the assets and liabilities that will be re-priced or mature within one year will be re-priced or mature
at the beginning of certain period;

- Yield curve moves along with interest change parallel; and
- There is no other change in the portfolio of assets and liabilities.

As a result of the hypothesis above, the actual changes in the Bank’s net interest income caused by
fluctuation of interest rate may be different from the result of the sensitivity analysis above.

2.3.2 Foreign exchange risk

2.3.2.1 Exposure to foreign exchange risk

The Bank’s foreign currency risk includes exposure of on-balance-sheet assets and liabilities denominated
in foreign currency and off-balance-sheet derivatives denominated in foreign currency. The Market and
Operational Risk Management Division of the Bank manages foreign currency risk exposure in various
ways, including limiting foreign currency net position and conducting stress test regularly.

The foreign currency exposures of the Bank’s financial assets and liabilities at the balance sheet dates are

as follows. Under the consideration of presentation, the amount of foreign currency risk exposures is
expressed in Renminbi and is converted by the rates at the balance sheet dates.

12
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Assets
Cash on hand and
deposits with central
bank
Deposits and placements

with inter-banks and
non-bank financial
institutions

Derivative financial
assets

Interest receivable

Loans and advances to
customers

Available-for-sale
financial assets

Other assets

Total assets

Liabilities

Deposits and borrowings
from inter-banks

Derivative financial
liabilities

Deposits from customers

Interest payable

Other liabilities

Total liabilities

Net position

2019
USD  Other currency Total
(RMB (RVMB (RMB
RMB equivalent) equivalent) equivalent)
900,064,138 18,667,565 66,595 918,798,298
1,632,497,319  1,294,651,215 18,085,132  2,945,233,666
23,796,870 - - 23,796,870
65,004,087 12,789,036 - 77,793,123
6,039,569,757 342,223,652 - 6,381,793,409
2,633,196,020 - - 2,633,196,020
10,551,284 - 82,596 10,633,880
11,304,679,475  1,668,331,468 18,234,323 12,991,245,266
(1,000,782,568) (69,762,000) - (1,070,544,568)
(22,154,671) - - (22,154,671)
(6,907,373,027) (175,057,414) (5,905,270) (7,088,335,711)
(93,634,318) (53,495) 9 (93,687,822)
(6,346,106) (25,066) - (6,371,172)
(8,030,290,690) (244,897,975) (5,905,279) (8,281,093,944)
3,274,388,785  1,423,433,493 12,329,044  4,710,151,322

13
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2018
USD  Other currency Total
(RMB (RMB (RMB
RMB equivalent) equivalent) equivalent)
Assets
Cash on hand and
deposits with central
bank 1,104,643,962 84,343,320 64,860 1,189,052,142
Deposits and placements
with inter-banks and
non-bank financial
institutions 4,251,008,680 1,675,248,386 23,594,687 5,949,851,753
Derivative financial
assets 64,186,577 - - 64,186,577
Interest receivable 46,995,753 12,967,887 - 59,963,640
Loans and advances to
customers 5,683,538,863 397,347,918 - 6,080,886,781
Available-for-sale
financial assets 1,345,499,250 - - 1,345,499,250
Other assets 10,314,276 461,866 436,049 11,212,191
Total assets 12,506,187,361 2,170,369,377 24,095,596 14,700,652,334

Liabilities

Deposits and borrowings
from inter-banks

Derivative financial
liabilities

Deposits from customers

(1,400,905,694)  (507,876,800) - (1,908,782,494)
(37,170,584)

(7,893,692,522)

- (37,170,584)

(136,353,071) (13,051,909) (8,043,097,502)

Interest payable (115,225,274) (316,798) ) (115,542,079)
Other liabilities (4,017,848) (115,795) - (4,133,643)
Total liabilities (9,451,011,922) (644,662,464) (13,051,916) (10,108,726,302)

Net position 3,055,175,439 1,525,706,913 11,043,680  4,591,926,032

2.3.2.2 Sensitivity analysis

With all other variables held constant, the following table shows the impact on net profit and
owners’ equity when foreign currency changes against the functional currency.

2019 2018

Impact on Impact on Impact on Impact on

net profit equity net profit equity

Increase/ Increase/ Increase/ Increase/

(decrease) (decrease) (decrease) (decrease)
1% weakening of

Renminbi 10,768,219 10,768,219 11,525,629 11,525,629
1%  strengthening  of

Renminbi (10,768,219) (10,768,219) (11,525,629) (11,525,629)

This sensitivity analysis is based on a static foreign exchange exposure profile of assets and liabilities.
The analysis estimates the impact on net profit and owners’ equity due to the probable fluctuation of foreign
exchanges rates under the assumption that the other factors remain stable. The analysis is based on the
following assumptions:

- the foreign exchange sensitivity is the gains and losses recognised as a result of 1% fluctuation in the
foreign currency exchange rates;

- the exchange rates for all foreign currencies change in the same direction simultaneously; and

14
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- Off-balance-sheet items have not been included in the currency risk exposure.

As a result of the hypothesis above, actual fluctuation of net foreign currency exchange from changes in
exchange rates may differ from the estimation of the sensitivity analysis above.

2.4 Operational risk

Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes, people
and systems or from external events. It is involved in every process of the Bank’s daily operation. The Bank
has established Market and Operational Risk Management Division, which is independent of other
divisions, to be responsible for operational risk management. Market and Operational Risk Management
Division regularly monitors KRI as well as loss data/near miss data and report to the Board of Directors
(“the Board”) via Risk Management Committee.

2.5 Compliance risk

The Board of Directors (“the Board”) takes the ultimate responsibility for the Bank’s compliance operation.
Compliance and Legal Division manages and coordinates compliance work with the compliance officer of
each branch. Branch manager is responsible for compliance operation within the branch while division
manager is responsible for compliance operation within the division. Branch compliance officer performs
duty within the branch and report to Compliance and Legal Division manager and branch manager at the
same time.

Compliance and Legal Division set detailed contents for compliance risk review and branch compliance
officer conducts regular compliance review of business divisions covering implementation of Chinese
regulation such as AML regulation and other regulations for bank business. Branch compliance officer
reports compliance review result to both branch manager and Compliance and Legal Division.
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Capital Adequacy Ratio

The capital management of the Bank covers the calculation and reporting of capital adequacy ratio (CAR),
capital assessment and capital planning. The CAR of the Bank represents its abilities of stable operations
and risk resistance. The CAR management of the Bank aims to ensure the Bank holds adequate capital,
which is appropriate to risk exposure and consistent with risk assessment results of the Bank, to meet the
demand of business operation and the regulatory requirements. The capital planning aims to set a target
CAR which satisfies the Bank with the demand of future business development strategy, risk appetite, risk
management, external business environment and long-term sustainability of various capital sources.

The prudent and solid concept of capital management ensures the Bank to retain its capital at an adequate
level to support business development under all conditions and to adjust CAR to a reasonable level timely
and effectively, if necessary.

The Bank calculates CAR according to the requirement of the Former CBRC. The capital of the Bank is
composed of core tier one capital, other tier one capital and tier two capital. The Bank’s management
monitors the utilisation of CAR and regulatory capital according to the requirement of the Former CBRC.
The Bank reported relevant information to the Former CBRC on a quarterly basis.

The scope of the Bank’s CAR calculation of the Bank covers all branches and sub-branches located in
mainland China. Currently, the Bank does not have any overseas branches.

Commercial banks shall conform to the regulatory requirements relating to capital adequacy ratio required
by the Former CBRC. For the Bank, the adequacy ratio of core tier one capital shall not be less than
7.5%; the adequacy ratio of tier one capital shall not be less than 8.5%; and the capital adequacy ratio shall
not be less than 10.5%, as at 31 December 2019.

As at 31 December 2019, the CAR of the Bank has been calculated in accordance with Administrative
Measures on Capitals of Commercial Bank (For Trial Implementation) issued by the Former CBRC and
other relevant laws and regulations, and the calculation result is in compliance with the regulatory capital
requirements.

The risk weighted assets of on-balance-sheet assets are calculated based on various risk weights. The
risk weights are determined in consideration of the risk factors of various assets, counterparties, markets
and other relevant aspects, as well as qualified collateral and guarantee. The off-balance-sheet
exposures are calculated by the same methodology with adjustments of contingent losses. The credit risk
weighted assets for counterparties in terms of over-the-counter derivative transactions are the summation
of defaulted risk weighted assets and credit valuation adjustment risk weighted assets. The market risk
weighted assets are measured by standard method. The operational risk weighted assets are measured
by basic indicator method.

The capital adequacy ratio and relevant data of the Bank are calculated on the basis of the financial

statements prepared in accordance with the CAS. The Bank is in compliance with the regulatory capital
requirements during the year.
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The adequacy ratio of core tier one capital, the adequacy ratio of tier one capital and the capital adequacy
ratio as at 31 December 2019 calculated in accordance with the Administrative Measures on Capitals of
Commercial Bank (For Trial Implementation) and other relevant laws and regulations are as follows:

2019 2018
Core tier one capital 4,856,690,515 4,714,695,789
Deductible item in core tier one capital
Intangible assets net of associated deferred t:
liabilities (1,693,844) (747,054)
Net core tier one capital 4,854,996,671 4,713,948,735
Net tier one capital 4,854,996,671 4,713,948,735
Tier two capital
Excess loan impairment provision 109,537,700 134,113,772
Net capital 4,964,534,371 4,848,062,507
Credit risk weighted assets 8,872,553,711 10,863,215,534
Market risk weighted assets 82,656,250 87,810,000
Operational risk weighted assets 722,101,250 708,087,500
Total risk weighted assets 9,677,311,211 11,659,113,034
Adequacy ratio of core tier one capital 50.17% 40.43%
Adequacy ratio of tier one capital 50.17% 40.43%
Capital adequacy ratio 51.30% 41.58%

Leverage Ratio

The Leverage Ratio of the Bank has been calculated in accordance with Administrative Measures on
Leverage Ratio of Commercial issued by the Former CBRC. As end of December 31, 2019, the Leverage
Ratio of the Bank of 28.97% met the minimum requirement of 4%. (As end of December 31, 2018, the
Leverage Ratio of the Bank was 25.19%)
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Part 1l Corporate Governance

18



Bangkok Bank (China) Company Limited 2019 Annual Report

Corporate Governance

Bangkok Bank (China) Company Limited (Hereinafter “BBC”) recognizes the importance of good corporate
governance as a major factor in enhancing the efficiency of the organization. The bank therefore conducts
its business in line with the principles of good corporate governance, which form a basis of sustainable
growth. In order to maintain the Bank’s solid financial status, to achieve ongoing positive performance
results and to sustain it good reputation, the Bank is committed to conducting its business in a prudent
manner by setting up sufficient and appropriate internal controls and risk management systems in
accordance with the principles of good corporate governance.

3.1 Shareholder

BBC is a foreign-funded bank wholly owned (100%) by Bangkok Bank Public Company Limited, Thailand.
Bangkok Bank Public Company Limited, as the sole shareholder of BBC has fulfilled its responsibility
earnestly and efficiently as the shareholder.

Being the sole shareholder, there is no Shareholder’s meeting.

3.2 Governance structure of BBC

As at December 31, 2019 the BBC has established five branches and one sub-branch; Shanghai Branch
and Shanghai Free Trade Zone sub-branch, Beijing Branch, Shenzhen Branch, Xiamen Branch and
Chongging Branch. Branches are governed by Head office located in Shanghai.

Governance structure of Head Office
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3.3 The Board of Directors (“The Board”) and Composition

The Board is accountable to the Shareholder and exercise power as authorized by the shareholder and
perform functions are required by the laws, regulations and the Bank’s Articles of Association (AOA). The
Board undertakes its overall responsibility of the bank including the bank’s business and risk strategy,
operations and management and appropriate oversight on Senior Management.

The Bank is helmed by an effective and experience Board, comprising individuals of caliber credibility and
integrity with necessary skills, experiences as well as qualifications to supervise the management of the
business and affairs of the Bank. The Board, as a whole, provides a mixture of core competences including
banking, finance, accounting, economics, business management and audit for effective functioning and
discharging of the responsibilities of the Board.

The presences of the Independent Directors provides the necessary checks and balances in the functioning
of the Board and facilitates the Board in exercising objective judgment in decision making.

As of December 31, 2019, the Bank’s Board of Directors has eleven (11) members. The composition of the
Board consists of two (2) independent directors, one (1) executive director and eight (8) non-executive
directors including the Chairman of the Board.

Position Name
Chairman Mr. Chartsiri Sophonpanich (% %K)
Independent Director Mr. Chen Shi (% &)
Independent Director Mr. Duncan Clark (XF 5« 545 5%)
Director Ms. Rushda Theeratharathorn (23t 1)
Director Ms. Niramarn Laisathit (%% )
Director Mr. Kung Lin Cheng (3L4> )
Director Mr. Toh Chong (#-3%)
Director Mr. Chiu Man Ching (& S iE)
Director Mr. Chaiyarit Anuchitworawong (BX 8 % £)
Director Mr. Suwatchai Songwanich (i # %)
Director, Board Secretary & COO | Ms. Chow Ai Kiow (4 %& %)
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The main responsibilities of the Board are to:

e Provides strategic directions, approve strategic business initiatives, and approve business
plans and annual budget;

¢ Review and monitor the financial performance of the Bank, and approve the true and fair
financial statements;

e Oversee the implementation of the Bank’s governance framework and internal control
framework, and periodic review to ensure its appropriateness in light of material changes to the
size, nature and complexity of the Bank’s operations;

o Establish appropriate procedures and processes to avoid situations that may give rise to
improper personal gains or conflicts of interest; and

e Set corporate culture, values and ethical standards;

In accordance with AOA, the Board held 4 meetings in 2019 and further held another 4 meetings (total 8
meetings in 2019) to strengthen communication with senior management and provide timely guidance. The
quorum for each meeting was met. The Chairman conduct the meeting according to the agenda, and
allocate adequate time for the presentation of each agenda item and the discussion among directors on
each issue presented at the meeting, as well as encourage directors to freely express their opinion.
The minutes of all Board meetings and resolutions are properly maintained by the Board Secretary.

3.4 Board Committees

To enhance its effectiveness and in discharging its fiduciary duties, the Board of Directors has established
seven (7) committees namely; Audit Committee, Risk Management Committee, Credit Committee,
Information Technology Management Committee, Human Resource Committee, Related Party Transaction
Committee and the Strategy Committee to assist the Board in execution of its duties and responsibilities.
The appointments of the members to these committees were approved by the Board of Directors and each
committee operates within its own Term of Reference (TOR) approved by the Board, which clearly defines
its duties and responsibilities.

3.5 Independent Directors

There are two (2) Independent Directors on the Board in 2019 namely; Mr. Chen Shi and Mr. Duncan Clark.
Mr. Chen Shi is the Chairman of the Audit Committee and Mr. Duncan Clark is the Chairman of Related
Party Transaction Committee.

Both Directors discharged their duties diligently in line of with respective TOR. They contributed to the
decision-making and oversight by the Board and Board of Committee and safeguarded the lawful rights and
overall interest of the Bank and the shareholder.

3.6 Supervisor

The Bank has one (1) Supervisor - Mr. Pornthep Kitsanayothin who is hominated by the shareholder and
appointed in accordance with regulatory requirement and the Bank’s Article of Association.

The main responsibilities of the Supervisor include:

¢ Review the Bank’s financial statement;
e Supervising the Board and Senior Management to ensure the Bank is run in a prudent manner
and that the Board and Senior Management take corrective actions where necessary;
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e Exercising such other power and authority pursuant to the laws, regulations and the Bank’s
Article of Association, and as may be authorized by Shareholder.

In 2019 the Supervisor duly discharged his responsibility of supervising the Board and Senior Management
in accordance with the relevant local authority requirement and AOA. In discharging his responsibility, the
Supervisor reviewed reports of the bank’s operations and risk management, and conducted supervision of
the operations and financial position of the Bank and the performance of the Directors and Senior
Management. The Supervisor also met with Directors and Senior Management, and attended Board
Meetings (all 8 meetings).

3.7 Supervisor and Directors Access to Information

The Supervisor and Directors have unrestricted access to information and Management, and receive timely
and comprehensive financial, risk management and operational reports to facilitate information discussions
during meetings. They also have access to the Board Secretary who responsibilities include advising the
Supervisor and Directors on regulatory changes and good practices in corporate governance.

3.8 Remuneration of the Board of Directors

The remuneration of Directors are determined and paid pursuant to the rules set forth in the AOA and policy
approved by the Shareholder. Such remunerations are commensurate with the duties and responsibilities,
the individual's performance, the Bank’s overall performance, associated risk factors, business
environment and factors which may affect the Bank’s operations or the economy as a whole.

Generally Independent Directors receive a fixed annual remuneration from the Bank while certain
Independent Directors who hold the position of the Chairman of a committee received both a fixed annual
and monthly salary. Non-executive Directors holding position at the Parent Bank also receive a fixed annual
remuneration while Executive Directors receive monthly salary, bonus and other fringe benefits in
accordance with the Bank’s policy.

3.9 Senior Management

Senior Management are appointed by the Board of Directors taking into consideration each individual
knowledge, capabilities and expertise which are beneficial to the Bank’s business as well as leadership,
management skill, potentials and readiness to assume assigned duties.

The present Senior Managements of the Bank include without limitation:

Position Name
Chief Executive Officer Mr. Charoenlarp Thammanichanond (3% /)
Chief Operating Officer Ms. Chow Ai Kiow ({4 & %)
Chief Risk Officer Ms. Yaowaluck Pawijit (/A1)
(Released as CRO from November 9, 2019)
Deputy Chief Finance Officer Ms. Cai Fei (3 %)
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Compliance Manager Ms. Yu Qian (4 %)

Internal Audit Manager Mr. Ma Jun (& 3%)

Branch Manager — Shanghai Ms. Supamard Yu (# £ %)

Branch Manager - Beijing Mr. Watcharapong Pornchaichanakit (% 4 %)
Branch Manager - Xiamen Mr. Yan Shuming (/= #4 #H)

Branch Manager — Shenzhen Ms. Zhao Yishen (& T iX)

Acting
Shenzhen (From November 10, 2019 to December 31, 2019)

(From 2018 to November 9, 2019)

Branch Manager - | Ms. Yaowaluck Pawijit (3 {R{R)

Branch Manager - Chongqging Mr. Jason Chieh-Shan Wu ({&4)1)

Sub-Branch Manager — | Mr. Ho Ching-Ming (17T Jx BA)
Shanghai Free Trade Zone

Senior Management of the Bank is accountable to the Chief Executive Officer (CEQO) with periodic report to
respective committees and the Board via CEO.

As delegated by the Board, CEO is fully responsible for the day-to-day operations and management of the
Bank. Under the leadership of the CEO, the Senior Management has fulfilled its roles and responsibilities;

Adhere to strategic directions, strategic business initiatives, and business plans and annual
budget approved by the Board;

Ensure timely implementation of Board approved policies and procedures;

Conduct periodic related risk related assessment to identify and address risk due to change of
business environment and regulatory changes.

Ensure compliance with laws and regulatory requirements.

23



Bangkok Bank (China) Company Limited 2019 Annual Report

Part IV Social Responsibility Report
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In addition to continuously providing good financial services, Bangkok Bank (China) Company Limited
(“Bangkok Bank China”) is enthusiastic about public welfare, attaches great importance to the protection of
consumer rights and interests, and actively enters communities and schools to raise public financial
security awareness. Bangkok Bank China has also brought “The Power of Thai” charity project of Bangkok
Bank Public Company Limited (“Parent Bank”) to China and has conducted home visit and donated daily
necessities to the needy schools in western region of China since 2014 to pay attention to the growth of the
left-behind children in needy families and brought warmth to them.

4.1 Consumer Rights Protection and Public Financial Education

To promote the awareness of risk-prevention to the public and improve consumers’ capability of protecting
their legal rights, Bangkok Bank China conducted the following publicity works in 2019, which was
organized by Branch Management Division of Head Office as leading division.

4.1.1 Daily routine publicity

In the daily routine publicity work of 2019, Bangkok Bank China broadcasted financial knowledge in wechat
official account and official website, provided publicity leaflets at banking hall for customers and displayed
poster and slogan in LCD. Meanwhile, all staffs were encouraged to study and share the financial
knowledge with their family and friends.

Bangkok Bank China also followed regulatory requirements to conduct the following publicity week and
publicity month, and publicity materials were distributed to all branches and sub-branch for publicity
activities at branch level.

Mar, “3.15 Financial Consumers’ Right Protection Day” Publicity Activity

May, “Publicity Month of Prevention of lllegal Fund Raising”

Jun, Publicity Month of “Popularizing Financial Knowledge and Keeping Purse String” and “Financial
Knowledge Promotion Activity”

Sep, “Financial Knowledge Promotion Month of Striving to Be Rational Investors and Financial Good
Netizens”

4.1.2 Special publicity activity

In 2019, Bangkok Bank China continued to conduct the activities of “Delivering Financial Knowledge to
Neighborhood” and “Delivering Financial Knowledge to Class”, and held special lectures for the elderly
group, students group and the group from remote & low-income area.

4.1.2.1 On 24 Sep, Bangkok Bank China held financial knowledge lecture for the students of Shanghai Real
Estate School who were from remote rural area, and the lecture covered the topics of “Prevention of
Telecom Fraud”, “Individual Credit Investigation Knowledge” and “Keeping away from lllegal Campus Loan”,
etc., and invited the students to visit Shanghai Branch banking outlets to better understand bank routine
work.

4.1.2.2 On 25 Sep, Bangkok Bank China held a lecture for the elderly group in the Bund Community

Cultural Activity Center which covered the three topics of “Prevention of Telecom Fraud”, “Anti-mafia
Knowledge Regarding Cheated Loan”, and “Risk Prevention Tips”.
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4.1.2.3 On 11 Nov, Bangkok Bank China held financial knowledge lecture for the teachers in Chenglong
School, a remote rural school at Gulin County in Sichuan Province, and the knowledge of “Preventing
Telecom Fraud”, “Anti-mafia Knowledge Regarding Cheated Loan” and other useful financial risk
prevention tips were shared with the teachers.

The above daily routine publicity activities and special publicity activities have effectively popularized
financial knowledge and improved consumers’ awareness.

4.2 Bangkok Bank China “The Power of Thai” Charity Project
In 2019, Bangkok Bank China continued to actively conduct corporate social responsibility work through
“The Power of Thai” project.

In order to plan and carry out corporate social responsibility work more systematically, and to inherit and
further promote Parent Bank’s “The Power of Thai” project in China, Bangkok Bank China has brought the
project to China and paid great attention to the education and growth situation of children in needy areas in
China. Since 2014, with the support of Shanghai Smiles Foundation, Bangkok Bank China has conducted
home visit, donated daily necessities and communicated with children of Schools for Children of Migrant
Workers, Hope Primary School, Schools for Left-behind Children, etc..

On 11 November 2019, “The Power of Thai” charity project entered Gulin Cheng Long School in Sichuan
Province for the fifth consecutive year, to carry out annual return visit to the school which enrolls left-behind
children and implement donation activities to donate cotton shoes to all the students.

As a long-term project, Bangkok Bank China will continue to actively fulfill its corporate social responsibility

by operating a good business and meanwhile giving back to the society with practical actions to better help
the healthy growth of the teenagers in remote areas.
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PartVV Significant Events
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Bangkok Bank (China) Company Limited has no significant event which should be announced in 2019.
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ENGLISH TRANSLATION OF FINANCIAL STATEMENTS
FOR THE YEAR 1 JANUARY 2019 TO 31 DECEMBER 2019
IF THERE IS ANY CONFLICT BETWEEN THE CHINESE VERSION AND ITS
ENGLISH TRANSLATION, THE CHINESE VERSION WILL PREVAIL



AUDITOR’S REPORT
BRI EHRIF R =58 2001551 5
The Board of Directors of Bangkok Bank (China) Company Limited:
Opinion

We have audited the accompanying financial statements of Bangkok Bank (China) Company
Limited (“the Bank’) set out on pages 1 to 62, which comprise the balance sheet as at 31
December 2019, the income statement, the cash flow statement, and the statement of
changes in owners’ equity for the year then ended, and notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Bank as at 31 December 2019, and the financial performance
and cash flows of the Bank for the year then ended in accordance with Accounting Standards
for Business Enterprises issued by the Ministry of Finance of the People’s Republic of China.

Basis for Opinion

We conducted our audit in accordance with China Standards on Auditing for Certified Public
Accountants (“CSAs”). Our responsibilities under those standards are further described in
the Auditor's Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of the Bank in accordance with the China Code of Ethics for Certified
Public Accountants (“the Code”), and we have fulfilled our other ethical responsibilities in
accordance with the Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Other Information

The Bank’s management is responsible for the other information. The other information we
obtained as of the date of our report comprises all the information included in 2019 annual
report of the Bank, other than the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated.
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AUDITOR’S REPORT (continued)
BRI HRIF R85 2001551 5
Other Information (continued)

If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this
regard.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the Accounting Standards for Business Enterprises, and for
the design, implementation and maintenance of such internal control necessary to enable
that the financial statements are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing the Bank’s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends
to liquidate the Bank or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with CSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with CSAs, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit

procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Bank’s internal control.
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AUDITOR’S REPORT (continued)
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Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Bank’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Bank to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

KPMG Huazhen LLP Certified Public Accountants
Shanghai Branch Registered in the People’s Republic of
China

(Signed on Chinese original)
Li Ying

Shanghai, China (Signed on Chinese original)

Wang Yang
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Bangkok Bank (China) Company Limited

Balance sheet
as at 31 December 2019
(Expressed in Renminbi Yuan)

Assets

Cash on hand and deposits with
central bank

Deposits with inter-banks

Placements with inter-banks and non-
bank financial institutions

Derivative financial assets

Interest receivable

Loans and advances to customers

Available-for-sale financial assets

Fixed assets

Intangible assets

Deferred tax assets

Other assets

Total assets

Note

~N o

2019

918,798,298
1,175,930,466

1,769,303,200
23,796,870
77,793,123
6,381,793,409
2,633,196,020
4,818,501
1,693,844
157,479,593
48,000,097

2018

1,189,052,142
1,624,610,953

4,325,240,800
64,186,577
59,963,640
6,080,886,781
1,345,499,250
3,707,264
747,054
130,814,188
55,941,734

13,192,603,421

14,880,650,383

The notes on pages 9 to 62 form part of these financial statements.



Bangkok Bank (China) Company Limited
Balance sheet

as at 31 December 2019 (continued)
(Expressed in Renminbi Yuan)

Note
Liabilities and owners’ equity
Liabilities
Deposits from inter-banks 17
Borrowings from inter-banks 18
Derivative financial liabilities 9
Deposits from customers 19
Employee benefits payable 20
Taxes payable 5(3)
Interest payable 21
Other liabilities 22
Total liabilities
Owners’ equity
Paid-in capital 23
Other comprehensive income 24
Surplus reserve 25
General reserve 26

Retained earnings

Total owners’ equity

Total liabilities and owners’ equity

2019 2018

782,568 905,694
1,069,762,000 1,907,876,800
22,154,671 37,170,584
7,088,335,711 8,043,097,502
20,006,479 18,295,219
21,699,230 22,729,768
93,687,822 115,542,079
19,484,425 20,336,948
8,335,912,906 10,165,954,594
4,000,000,000 4,000,000,000
4,702,962 560,810
83,980,726 70,195,469
208,531,720 208,531,720
559,475,107 435,407,790
4,856,690,515 4,714,695,789
13,192,603,421 14,880,650,383

These financial statements were approved by the Board of Directors of Bangkok Bank

(China) Company Limited on 20 April 2020.
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Charoenlarp Thammanichanond Cai Fei
Chief Executive Officer
accounting affairs

20 APR 2020

The person in charge of
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The notes on pages 9 to 62 form part of these financial statements.
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Bangkok Bank (China) Company Limited
Income statement

for the year ended 31 December 2019
(Expressed in Renminbi Yuan)

Note
Operating income
Net interest income 28
Interest income
Interest expenses
Net fees and commission income 29

Fees and commission income
Fees and commission expenses

Other income

Investment income 30
(Losses) / Gains from changes in fair value
Foreign exchange gains

Gains from disposal of assets

Operating expenses
Taxes and surcharges
General and administrative expenses 31

Impairment losses 32

Operating profit

2019
431,797,330

308,938,663
473,857,545
(164,918,882)

28,449,636
29,002,547
(552,911)

936,515
51,173,858
(25,373,793)
67,513,540
158,911

(269,180,765)
(2,407,213)

(202,175,302)
(64,598,250)

2018
494,023,171

343,127,392
530,096,090
(186,968,698)

44,701,208
45,343,283
(642,075)

958,220
23,860,442
51,863,545
29,510,632

1,732

(319,219,506)
(2,249,589)

(200,111,167)
(116,858,750)

162,616,565

The notes on pages 9 to 62 form part of these financial statements.
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Bangkok Bank (China) Company Limited
Income statement

for the year ended 31 December 2019 (continued)
(Expressed in Renminbi Yuan)

Note 2019 2018
Operating profit (continued) 162,616,565 174,803,665
Less:Non-operating expenses (30,514) (447,777)
Profit before taxation 162,586,051 174,355,888
Less:Income tax expenses 33 (24,733,477) (42,107,307)
Net profit for the year 137,852,574 132,248,581
Other comprehensive income, net of tax:
ltem that may be reclassified to
profit or loss
- Gains or losses arising from changes
in fair value of available-for-sale
financial assets 34 4,142,152 6,181,248
Total comprehensive income for the year 141,994,726 138,429,829

The notes on pages 9 to 62 form part of these financial statements.



Bangkok Bank (China) Company Limited
Cash flow statement

for the year ended 31 December 2019
(Expressed in Renminbi Yuan)

Note
Cash flows from operating activities:

Net decrease in deposits with central bank
and inter-banks

Net decrease in placements with inter-
banks and non-bank financial institutions

Net increase in deposits frominter-banks

Net increase in deposits from customers

Proceeds frominterest, fees and
commission

Proceeds from other operating activities

Sub-total of cash inflows from operating
activities

Net increase in loans and advances to
customers

Net decrease in borrowings frominter-
banks

Net decrease in deposits from inter-banks

Net decrease in deposits from customers

Payment for interest, fees and commission

Payment to and for employees

Payment for various taxes

Payment for other operating activities

Sub-total of cash outflows from operating
activities

Net cash outflow from operating activities ~ 35(1)

2019

321,876,545
1,675,445,400

529,900,854
39,251,538

2018

378,992,293

64,461,960
129,945
1,103,346,261

623,758,945
75,602,462

2,566,474,337

(453,716,756)

(842,860,800)
(123,126)
(957,493,198)
(187,329,091)
(127,577,703)
(74,522,022)
(59,310,769)

2,246,291,866

(1,588,878,309)
(443,444,662)
(181,631,593)
(122,161,581)

(77,418,055)
(153,953,766)

(2,702,933,465)

(2,567,487,966)

The notes on pages 9 to 62 form part of these financial statements.



Bangkok Bank (China) Company Limited
Cash flow statement

for the year ended 31 December 2019 (continued)

(Expressed in Renminbi Yuan)

Note
Cash flows from investing activities

Proceeds from redemption of available-for-
sale financial assets

Investment returns received from available-
for-sale financial assets

Net proceeds from disposals of fixed
assets

Sub-total of cash inflows from investing
activities

Payment for acquisition of bond
investments

Payment for acquisition of fixed assets
intangible assets and other long-term
assets

Sub-total of cash outflows from investing
activities

Net cash outflow from investing activities

Effect of foreign exchange rate changes on
cash and cash equivalents

Net decrease in cash and cash equivalents 35(2)

Add: Cash and cash equivalents at the
beginning of the year

Cash and cash equivalents at the end of

the year 35(3)

2019

1,603,854,700
25,112,139

158,940

2018

1,033,194,530
22,126,625

1,733

1,629,125,779

(2,886,028,600)

(4,265,638)

1,055,322,888

(1,558,265,060)

(1,225,155)

(2,890,294,238)

(1,559,490,215)

(1,387,718,469)

3,119,476,857

(802,504,498)

3,921,981,355

1,731,758,388

3,119,476,857

The notes on pages 9 to 62 form part of these financial statements.



Bangkok Bank (China) Company Limited
Statement of changes in owners’ equity

for the year ended 31 December 2019
(Expressed in Renminbi Yuan)

Other
Paid-in comprehensive Surplus General Retained
Note capital income reserve reserve earnings Total
Balance at 1 January 2019 4,000,000,000 560,810 70,195,469 208,531,720 435,407,790 4,714,695,789
Changes in equity during
the year
1. Total comprehensive
income 24 - 4,142,152 - - 137,852,574 141,994,726
2. Appropriation of profits
- Appropriation for
surplus reserve 25,27 - - 13,785,257 - (13,785,257) -
Subtotal of 1 and 2 - 4,142,152 13,785,257 - 124,067,317 141,994,726
Balance at 31 December
2019 4,000,000,000 4,702,962 83,980,726 208,531,720 559,475,107 4,856,690,515

The notes on pages 9 to 62 form part of these financial statements.



Bangkok Bank (China) Company Limited
Statement of changes in owners’ equity

for the year ended 31 December 2018
(Expressed in Renminbi Yuan)

Other
Paid-in comprehensive Surplus General Retained
Note capital income reserve reserve earnings Total
Balance at 1 January
2018 4,000,000,000 (5,620,438) 56,970,611 208,531,720 316,384,067 4,576,265,960
Changes in equity
during the year
1. Total comprehensive
income 24 - 6,181,248 - - 132,248,581 138,429,829
2. Appropriation of profits
- Appropriation for
surplus reserve 25,27 - - 13,224,858 - (13,224,858) -
Subtotal of 1 and 2 - 6,181,248 13,224,858 - 119,023,723 138,429,829
Balance at 31 December
2018 4,000,000,000 560,810 70,195,469 208,531,720 435,407,790 4,714,695,789

The notes on pages 9 to 62 form part of these financial statements.



Bangkok Bank (China) Company Limited
Notes to the financial statements
(Expressed in Renmibi Yuan)

Company status

Bangkok Bank (China) Company Limited (“the Bank”) is a wholly foreign-owned bank
incorporated in Shanghai, the People’s Republic of China (“the PRC”), by Bangkok Bank
Public Company Limited (“Bangkok Bank”). Both the parent and the ultimate holding
company of the Bank is Bangkok Bank.

As stated in the Bank’s business licence, the Bank has an undefined operating life from 26
October 2009. The Bank commenced its operation on 28 December 2009, then obtained
approval on Renminbi business to Chinese citizens on 4 August 2016 from the Former China
Banking Regulatory Commission Shanghai Office (the “Former CBRC Shanghai’) by
Approval on Renminbi business to Chinese citizens of Bangkok Bank (China) Company
Limited (Hu Yin Jian Fa [2016] No.317). The Bank’s business scope includes foreign
currency business and Renminbi business as approved by relevant regulators.

As at 31 December 2019, the Bank had five branches and one sub-branch in Shanghai,
Beijing, Xiamen, Shenzhen, and Chongqing. The Bank’s head office is located in Shanghai.

Basis of preparation

These financial statements have been translated into English from the Bank’s statutory
financial statements issued in the PRC in Chinese.

The financial statements have been prepared on the going concern basis.

(1) Statementof compliance
The financial statements have been prepared in accordance with the requirements of
Accounting Standards for Business Enterprises or referred to as China Accounting
Standards (“CAS”) issued by the Ministry of Finance (“MOF”) of PRC. These financial
statements present truly and completely the financial position of the Bank as at 31
December 2019, and the financial performance and the cash flows of the Bank for the
year then ended.

(2) Accounting year
The accounting year of the Bank is from 1 January to 31 December.

(3) Functional currency and presentation currency
The Bank’s functional currency is Renminbi and these financial statements are

presented in Renminbi. Functional currency is determined by the Bank on the basis of
the currency in which major income and costs are denominated and settled.



Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

3 Significant accounting policies and accounting estimates

(1)

(2)

Translation of foreign currencies

When the Bank receives capital in foreign currencies from the investor, the capital is
translated to Renminbi at the spot exchange rate at the date of the receipt. Other
foreign currency transactions are, on initial recognition, translated to Renminbi at the
spot exchange rates or rates that approximate the spot exchange rates on the dates of
the transactions. A rate that approximates the spot exchange rate is a rate determined
under a systematic and rational method, such as the average exchange rate of the
current period.

Monetary items denominated in foreign currencies are translated to Renminbi at the
spot exchange rate at the balance sheet date. The resulting exchange differences are
generally recognised in profit or loss. Non-monetary items that are measured at
historical cost in foreign currencies are translated to Renminbi using the exchange rate
at the transaction date.

Financial instruments

Financial instruments of the Bank comprise cash on hand and deposits with central
bank, deposits with inter-banks, placements with inter-banks and non-bank financial
institutions, derivative financial assets, interest receivable, loans and advances to
customers, available-for-sale financial assets, deposits from inter-banks, borrowings
from inter-banks, derivative financial liabilities, deposits from customers, interest
payable and paid-in capital, etc.

(a) Recognition and measurement of financial assets and financial liabilities

A financial asset or financial liability is recognised in the balance sheet when the
Bank becomes a party to the contractual provisions of a financial instrument.

The Bank classifies financial assets and liabilities into different categories at initial
recognition based on the purpose of acquiring assets or assuming liabilities:
financial assets and financial liabilities at fair value through profit or loss, loans
and receivables, held-to-maturity investments, available-for-sale financial assets
and other financial liabilities.

Financial assets and financial liabilities are measured initially at fair value. For
financial assets and financial liabilities at fair value through profit or loss, any
related directly attributable transaction costs are charged to profit or loss; for
other categories of financial assets and financial liabilities, any related directly
attributable transaction costs are included in their initial costs. Subsequent to
initial recognition, financial assets and liabilities are measured as follows:

- Financial assets and financial liabilities at fair value through profit or loss are
measured at fair value and changes therein are recognised in profit or loss.

- Receivables and held-to-maturity investments are measured at amortised cost
using the effective interest method.

10



(b)

(c)

Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

Available-for-sale investments in equity instruments whose fair value cannot
be measured reliably are measured at cost. Other available-for-sale financial
assets are measured at fair value and changes therein are recognised in other
comprehensive income, except for impairment losses and foreign exchange
gains and losses from monetary financial assets which are recognised directly
in profit or loss. When an available-for-sale financial asset is derecognised,
the gain or loss accumulated in equity is reclassified to profit or loss. The cash
dividends of available-for-sale equity instrument investments shall be recorded
into profits and losses of the current period when the investee announces the
distribution of dividends. The interests of the available-for-sale financial assets
calculated according to the actual interest rate method shall be recorded into
the profits and losses of the current period (see Note 3(12) (a)).

Financial liabilities other than the financial liabilities at fair value through profit
or loss are subsequently measured at amortised cost using the effective
interest method. However, a financial guarantee issued by the Bank is
subsequently measured at the higher of the amount initially recognised less
accumulated amortisation and the amount of a provision determined in
accordance with the principles for contingentliabilities (see Note 3(11)).

Presentation of financial assets and financial liabilities

Financial assets and financial liabilities are generally presented separately in the
balance sheet and are not offset. However, a financial asset and a financial
liability are offset and the net amount is presented in the balance sheet when
both of the following conditions are satisfied:

the Bank currently has a legally enforceable rightto set off the recognised
amounts; and

the Bank intends either to settle on a net basis, or to realise the financial asset
and settle the financial liability simultaneously.

Derecognition of financial assets and financial liabilities

A financial asset is derecognised when one of the following conditions is met:

the Bank’s contractual rights to the cash flows from the financial asset expire;

the financial asset has been transferred and the Bank transfers substantially
all of the risks and rewards of ownership of the financial asset;

the financial asset has been transferred, although the Bank neither transfers
nor retains substantially all of the risks and rewards of ownership of the
financial asset, it does not retain control over the transferred asset.

Where a transfer of a financial asset in its entirety meets the criteria for
derecognition, the difference between the two amounts below is recognised in
profit or loss:

the carrying amount of the financial assets transferred,;

the sum of the consideration received from the transfer and any cumulative
gain or loss that has been recognised directly in equity.

11
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(4)

Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

The Bank derecognises a financial liability (or part of it) when its contractual
obligation (or part of it) is discharged, cancelled or expires.

(d) Equity instrument

The consideration received from the issuance of equity instruments net of
transaction costs is recognised in owners’ equity.

Consideration and transaction costs paid by the Bank for repurchasing self-
issued equity instruments are deducted from owners’ equity.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, non-restricted deposits with central
bank, deposits with inter-banks, placements with inter-banks and non-bank financial
institutions, and short-term, highly liquid investments that are readily convertible into
known amounts of cash and are subject to an insignificantrisk of change in value.

Fixed assets

Fixed assets represent the tangible assets held by the Bank for operation and
administrative purposes with useful lives over one year. Fixed assets are stated in the
balance sheet at cost less accumulated depreciation and impairment losses (see Note

3(8)(b)).

The cost of a purchased fixed asset comprises the purchase price, related taxes, and
any directly attributable expenditure for bringing the asset to working condition for its
intended use.

Any subsequent costs including the cost of replacing part of an item of fixed assets are
recognised as assets when it is probable that the economic benefits associated with
the costs will flow to the Bank, and the carrying amount of the replaced part is
derecognised. The costs of the day-to-day maintenance of fixed assets are recognised
in profit or loss as incurred.

Gains or losses arising from the retirement or disposal of an item of fixed asset are
determined as the difference between the net disposal proceeds and the carrying
amount of the item and are recognised in profit or loss on the date of retirement or
disposal.

The cost of a fixed asset, less its estimated residual value and accumulated impairment
losses, is depreciated using the straight-lined method over its estimated useful life.
The estimated useful lives, residual value and depreciation rates of each class of fixed
assets are as follows:

Estimated
Estimated residual value Depreciation
Asset type useful life  Renminbi Yuan rate
Motor vehicles 5years 1 20%
Computers and electronic
equipment 5years 1 20%
Office and other equipment 5years 1 20%

12
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(6)

(7

(8)

Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

Useful lives, residual values and depreciation methods are reviewed at least annually
at each year-end.

Operating lease charges

Rental payments under operating leases are recognised as part of the cost of another
related asset or as expenses on a straight-line basis over the lease term. Contingent
rental payments are expensed as incurred.

Intangible assets

Intangible assets are stated in the balance sheet at cost less accumulated amortisation
(where the estimated useful life is finite) and impairment losses (see Note 3(8)(b)).

For an intangible asset with finite useful life, its cost less estimated residual value and
accumulated impairment losses is amortised using the straight-line method over its
estimated useful life, unless the intangible asset is classified as held for sale.

The intangible assets of the Bank are software with 5 years useful lives and no residual
value.

Long-term deferred expenses

Expenditure incurred with beneficial period over one year is recognised as long-term
deferred expenses. Long-term deferred expenses are stated in the balance sheet at
cost less accumulated amortisation and impairment losses (see Note 3(8)(b)). Long-
term deferred expenses are amortised over their beneficial periods. The long-term
deferred expenses of the Bank are all leasehold improvements. The respective
amortisation period for the long-term deferred expenses is 5 years.

Impairment of assets

Except for impairment of assets set out in Note 3(14), impairment of assets is
accounted for using the following principles:

(@) Impairment of financial assets

The carrying amounts of financial assets (other than those at fair value through
profit or loss) are reviewed at each balance sheet date to determine whether
there is objective evidence of impairment. If any such evidence exists, an
impairment loss is recognised.

- Loans and receivables and held-to-maturity investments

Loans and receivables and held-to-maturity investments are assessed for
impairment on an individual basis and on a collective group basis as
followings.

Where impairment is assessed on an individual basis, an impairment loss in
respect of a loan or receivable or held-to-maturity investment is calculated as
the excess of its carrying amount over the present value of the estimated
future cash flows (excluding future credit losses that have not been incurred)
discounted at the original effective interest rate. Impairment losses are
recognised in profit or loss.
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Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

The assessment is made collectively where loans and receivables or held-to-
maturity investments share similar credit risk characteristics (including those
having not been individually assessed as impaired), based on their historical
loss experiences, and adjusted by the observable factors reflecting current
economic conditions.

If, after an impairment loss has been recognised on loans or receivables or
held-to-maturity investments, there is a recovery in the value of the financial
asset which can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is
reversed through profit or loss. A reversal of an impairment loss will not result
in the asset’s carrying amount exceeding what the amortised cost at the date
of impairment reversal would have been had no impairment loss been
recognised in prior years.

- Available-for-sale financial assets

Available-for-sale financial assets are assessed for impairment on an
individual basis and on a collective group basis as follows.

When an available-for-sale financial asset is impaired, the cumulative loss
arising from a decline in fair value that has been recognised directly in equity
is reclassified to profit or loss even though the financial asset has not been
derecognised.

If, after an impairment has been recognised on an available-for-sale debt
instrument, the fair value of the debt instrument increases in a subsequent
period and the increase can be objectively related to an event occurring after
the impairment loss was recognised, the impairment loss is reversed through
profit or loss.

Impairment of other assets

The carrying amounts of the following assets are reviewed at each balance sheet
date based on internal and external sources of information to determine whether
there is any indication of impairment:

fixed assets
intangible assets
long-term deferred expenses, etc

If any indication exists, the recoverable amount of the asset is estimated. In
addition, the Bank estimates the recoverable amounts of intangible assets not
ready for use at year-end, irrespective of whether there is any indication of
impairment.

An asset group is composed of assets directly related to cash generation and
each is the smallest identifiable group of assets that generates cash inflows that
are largely independent of the cash inflows from other assets or asset groups.

The recoverable amount of an asset (or asset group, set of asset groups) is the

higher of its fair value (see Note 3(9)) less costs to sell and its present value of
expected future cash flows.
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Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

The present value of expected future cash flows of an asset is determined by
discounting the future cash flows, estimated to be derived from continuing use of
the asset and from its ultimate disposal, to their present value using an
appropriate pre-tax discount rate.

An impairment loss is recognised in profit or loss when the recoverable amount of
an asset is less than its carrying amount. A provision for impairment of the asset
is recognised accordingly. Impairment losses related to an asset group or a set
of asset groups are allocated to reduce the carrying amount of the assets in the
asset group or set of asset groups on a pro rata basis. However, such allocation
would not reduce the carrying amount of an asset below the highest of its fair
value less costs to sell (if measurable), its present value of expected future cash
flows (if determinable) and zero.

Once an impairment loss is recognised, it is not reversed in a subsequent period.
Fair value measurement
Unless otherwise specified, the Bank measures fair value as follows:

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.

When measuring fair value, the Bank takes into account the characteristics of the
particular asset or liability (including the condition and location of the asset and
restrictions, if any, on the sale or use of the asset) that market participants would
consider when pricing the asset or liability at the measurement date, and uses
valuation techniques that are appropriate in the circumstances and for which sufficient
data and other information are available to measure fair value. Valuation techniques
mainly include the market approach, the income approach and the cost approach.

Employee benefits
(a) Short-term employee benefits

Employee wages or salaries, bonuses, social security contributions such as
medical insurance, work injury insurance, maternity insurance and housing fund,
measured at the amount incurred or accrued at the applicable benchmarks and
rates, are recognised as a liability as the employee provides services, with a
corresponding charge to profit or loss or included in the cost of assets where
appropriate.

(b) Post-employment benefits-defined contribution plans

Pursuant to the relevant laws and regulations of the People’s Republic of China,
the Bank participated in a defined contribution basic pension insurance plan in
the social insurance system established and managed by government
organisations. The Bank makes contributions to basic pension insurance plans
and unemployment insurance plans based on the applicable benchmarks and
rates stipulated by the government. Basic pension insurance contributions are
recognised as part of the cost of assets or charged to profit or loss as the related
services are rendered by the employees.
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Provisions

A provision is recognised for an obligation related to a contingency if the Bank has a
present obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation. Where the effect of the time
value of money is material, provisions are determined by discounting the expected
future cash flows.

Revenue recognition

Revenue is the gross inflow of economic benefits arising in the course of the Bank’s
ordinary activities when those inflows result in increases in equity, other than increases
relating to contributions from owners. Revenue is recognised in profit or loss when it is
probable that the economic benefits will flow to the Bank, the revenue and costs can be
measured reliably and the following conditions are met:

(@) Interestincome

Interest income arising from the use by others of the Bank’s financial assets is
recognised in profit or loss based on the duration and the effective interest rate.
The relevant interest receivable should be recognised at contract or nominal
interest rates at the same time. Interest income includes the amortisation of any
discount or premium or differences between the initial carrying amount of an
interest-bearing instrument and its amount at maturity calculated on an effective
interest rate basis.

The effective interest method is a method of calculating the amortised cost of
financial assets and liabilities and of allocating the interest income and interest
expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument, or, when appropriate, a shorter period, to
the net carrying amount of the financial instrument. When calculating the
effective interest rate, the Bank estimates cash flows considering all the
contractual terms of the financial instrument (for example, prepayment, call and
similar options) but does not consider future credit losses. The calculation
includes all fees and points paid or received between parties to the contract that
are an integral part of the effective interest rate, transaction costs and all other
premiums or discounts.

Interest on the impaired financial assets (“unwinding of discount”) is calculated
and recognised using the rate of interest used to discount future cash flows for
the purpose of measuring the related impairment loss.

(b) Feesand commission income

Fees and commission income are recognised in profit or loss when the
corresponding service is provided.

Origination or commitment fees received by the Bank which result in the creation
or acquisition of a financial asset are deferred and recognised as an adjustment
to the effective interest rate. If the commitment expires without the Bank making a
loan, the fee is recognised as revenue on expiry.
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Interest expenses

Interest expenses arising from the amortised costs and duration of the use of the
Bank’s financial liabilities are recognised based on the effective interest rate in the
relevant periods. The relevant interest payable should be recognised at contract or
nominal interest rates at the same time.

Income tax

Current tax and deferred tax are recognised in profit or loss except to the extent that
they relate to items recognised directly in equity (including other comprehensive
income).

Current tax is the expected tax payable calculated at the applicable tax rate on taxable
income for the year, plus any adjustment to tax payable in respect of previous years.

At the balance sheet date, current tax assets and liabilities are offset only if the Bank
has a legally enforceable right to set them off and also intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously.

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts of assets
and liabilities for financial reporting purposes and their tax bases, which include the
deductible tax losses and tax credits carried forward to subsequent periods. Deferred
tax assets are recognised to the extent that it is probable that future taxable profits will
be available against which deductible temporary differences can be utilised.

Deferred tax is not recognised for temporary differences arising from the initial
recognition of assets or liabilities in a transaction that is not a business combination
and that affects neither accounting profit nor taxable profit (or deductible loss).

At the balance sheet date, deferred tax is measured based on the tax consequences
that would follow from the expected manner of recovery or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted at the reporting date that
are expected to be applied in the period when the asset is recovered or the liability is
settled.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date,
and is reduced to the extent that it is no longer probable that the related tax benefits
will be utilised. Such reduction is reversed to the extent that it becomes probable that
sufficient taxable profits will be available.

At the balance sheet date, deferred tax assets and liabilities are offset if all of the
following conditions are met:

- the taxable entity has a legally enforceable right to offset current tax liabilities and
assets, and

- theyrelate to income taxes levied by the same tax authority on either:
- the same taxable entity; or
- different taxable entities which intend either to settle the current tax liabilities and
assets on a net basis, or to realise the assets and settle the liabilities

simultaneously, in each future period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or recovered.
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Government grants

Government grants are non-reciprocal transfers of monetary or non-monetary assets
from the government to the Bank except for any capital contributions from the
government in the capacity as an investor in the Bank.

A government grant is recognised when there is reasonable assurance that the grant
will be received and that the Bank will comply with the conditions attaching to the grant.

If a government grant is in the form of a transfer of a monetary asset, it is measured at
the amount that is received or receivable. If a government grant is in the form of a
transfer of a non-monetary asset, itis measured at its fair value.

A government grant related to an asset is offset against the carrying amount of the
related asset or recognised initially as deferred income and amortised to profit or loss
on a straight-line basis over the useful life of the asset as other income or non-
operating income. A grant that compensates the Bank for expenses to be incurred in
the future is recognised initially as deferred income, and released to other income or
non-operating income or offset against related expenses in the periods in which the
expenses are recognised. Otherwise, the grant is recognised in other income or non-
operating income or offset against related expenses immediately.

Profit distributions to owners

Distributions of profit proposed in the profit appropriation plan to be approved by the
Board of Directors after the balance sheet date are not recognised as a liability at the
balance sheet date but are disclosed in the notes separately.

Related parties

If a party has the power to control, jointly control or exercise significant influence over
another party, or vice versa, or where two or more parties are subject to common
control or joint control from another party, they are considered to be related parties.
Related parties may be individuals or enterprises. Enterprises with which the Bank is
under common control only from the State and that have no other related party
relationships are not regarded as related parties.

Segment reporting

Reportable segments are identified based on operating segments which are
determined based on the structure of the Bank’s internal organisation, management
requirements and internal reporting system after taking the materiality principle into
account. Two or more operating segments may be aggregated into a single operating
segment if the segments have similar economic characteristics and are same or similar
in respect of the nature of products and services, the nature of production processes,
the types or classes of customers for the products and services, the methods used to
distribute the products or provide the services, and the nature of the regulatory
environment.

Inter-segment revenues are measured on the basis of the actual transaction prices for

such transactions for segment reporting. Segment accounting policies are consistent
with those for the Bank’s financial statements.
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(19) Significant accounting estimates and judgements

The preparation of financial statements requires management to make estimates and
assumptions that affect the application of accounting policies and the reported amounts
of assets, liabilities, income and expenses. Actual results may differ from these
estimates. Estimates as well as underlying assumptions and uncertainties involved are
reviewed on an ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised and in any future periods affected.

Significant accounting estimates include: Notes 3(4), 3(6), and 3(7): information about
the accounting estimates relating to depreciation and amortisation of assets such as
fixed assets, intangible assets and long-term deferred expenses; Notes 7, 8, 10, 11,
12, 13, 14 and 16: information about provisions for impairment of various types of
assets; and Note 39: information about the accounting estimates relating to fair value.

Changes in accounting policies

The MOF issued the following revised regulations and interpretations in 2019:

CAS No.7 — Exchange of Non-monetary Assets (Revised) (“CAS 7(2019)")

CAS No.12 — Debt Restructuring (Revised) (“CAS 12(2019)")

The Bank has applied the above revised regulations and interpretations since year 2019 and
adjusted the related accounting policies.

Major impacts of the adoption of the above revised regulations and interpretations are as
follows:

(a)

CAS 7 (2019)

CAS 7 (2019) further clarifies the scope of the standard, specifies the timing for
recognition of assets received and derecognition of assets given up, and the
accounting treatment for cases in which the timing of recognition and derecognition are
inconsistent. The standard modifies the principle of measurement for multiple assets
received or given up simultaneously in exchanges of non-monetary assets measured at
fair value. It also requires the disclosure of whether exchanges of non-monetary assets
have commercial substance and the reasons why they do or do not have commercial
substance.
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(b)
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The effective date of CAS 7 (2019) is 10 June 2019. Exchanges of non-monetary
assets that occurred between 1 January 2019 and the effective date shall be adjusted
according to CAS 7 (2019). Retrospective adjustment is not required for exchanges of
non-monetary assets prior to 1 January 2019. The adoption of CAS 7 (2019) does not
have material impact on the financial position and financial performance of the Bank.

CAS 12 (2019)

CAS 12 (2019) modifies the definition of debt restructuring to specify the scope of this
standard, as well as the application of relevant financial instruments standards with
respect to the recognition, measurement and presentation of financial instruments
involved in debt restructuring. For debt restructuring in which a debt is settled by the
transfer of assets, CAS 12 (2019) modifies the principle of measurement for initial
recognition of non-financial assets received by the creditor, and gains or losses of the
debtor from debt restructuring are recognised without distinguishing whether they are
gains or losses from asset transfer or debt restructuring. For debt restructuring in which
a debt is settled by the issuance of equity instruments to the creditor, CAS 12 (2019)
revises the principle of measurement for initial recognition of its share of equity by the
creditor, and provides more guidance on the principle of measurement for initial
recognition of equity instruments by the debtor.

The effective date of CAS 12 (2019) is 17 June 2019. Debt restructuring that occurred
between 1 January 2019 and the effective date shall be adjusted according to CAS 12
(2019). Retrospective adjustment is not required for debt restructuring prior to 1
January 2019. The adoption of CAS 12 (2019) does not have material impact on the
financial position and financial performance of the Bank.

5 Taxation

The types of taxes applicable to the Bank and their taxrates are as follows:

)

(2)

The types of taxes applicable to the Bank’s rendering of services include value added
tax (VAT), city maintenance and construction tax, education levy and local education
levy.

Tax Name Tax basis and applicable rate

VAT Output VAT is 6% of taxable services revenue, based on tax
laws. The basis for VAT payable is to deduct input VAT from
the output VAT for the period.

City maintenance and

construction tax 7% of VAT.
Education levy 3% of VAT.
Local education levy 1% - 2% of VAT.

Income tax

The statutory income tax rate applicable to the Bank is 25%. The applicable income
tax rate for the year is the statutory rate (2018: 25%).
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(3) Taxes payable
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2019 2018
Income tax payable 10,150,174 11,511,953
Withholding non-resident corporate income tax
payable 6,529,990 6,314,435
VAT and surcharges payable 2,999,505 3,304,171
Withholding individual income tax payable 1,347,139 966,394
Withholding indirect taxes and surcharges
payable 672,422 632,815
Total 21,699,230 22,729,768
Cash on hand and deposits with central bank
Note 2019 2018
Cash on hand 835,640 500,475
Statutory deposit reserves with central
bank (1) 732,375,466 981,811,238
Surplus deposit reserves with central bank  (2) 174,774,082 131,245,229
Foreign currency risk reserves with central
bank (3) 10,813,110 75,495,200
Total 918,798,298 1,189,052,142
(1) Statutory deposit reserves with central bank represent the deposits placed with the

People’s Bank of China (“the PBOC”) in accordance with the Regulation of the PRC on
the Administration of Foreign-funded Banks (the “Administrative Regulation”) and
relevant regulations, which are not available for use in the Bank’s daily business. As at
the balance sheet date, the statutory deposit reserve rates applicable to the Bank were
as follows:

2019 2018
Renminbi deposits reserve rate 11% 12.5%
Foreign currency deposits reserve rate 5% 5%

(2)

(3)

The surplus deposit reserves maintained with the PBOC are mainly for settlement
purpose.

The Bank places the foreign-exchange risk reserve based on contract amount of

foreign exchange derivative financial instruments according to relevant requirements of
the PBOC.
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7 Deposits with inter-banks

(1)

(2)

Analysed by counterparty

Deposits with inter-banks in Mainland China

Deposits with inter-banks outside Mainland
China

Subtotal

Less: Allowances for impairment losses

Net book value of deposits with inter-banks

Movement of allowances for impairment losses
Note

As at 1 January
Charge / (Reversal) for the year 32

As at 31 December

Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

2019
1,151,641,869

26,816,597

2018
1,578,665,527

46,306,426

1,178,458,466

(2,528,000)

1,624,971,953

(361,000)

1,175,930,466

1,624,610,953

8 Placements with inter-banks and non-bank financial institutions

(1)

(2)

Analysed by counterparty

Placements with inter-banks in Mainland China

Placements with non-bank financial institutions
in Mainland China

Placements with inter-banks outside Mainland
China

Subtotal

Less: Allowances for impairment losses

Net book value of placements with inter-banks

Movement of allowances for impairment losses

Note

As at 1 January
(Reversal) / Charge for the year 32

As at 31 December

22

2019 2018
361,000 1,000,000
2,167,000 (639,000)
2,528,000 361,000
2019 2018

1,354,358,200

450,000,000

2,097,121,600
2,250,000,000

109,811,200

1,804,358,200
(35,055,000)

4,456,932,800

(131,692,000)

1,769,303,200

4,325,240,800

2019 2018
131,692,000 104,495,000
(96,637,000) 27,197,000
35,055,000 131,692,000
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Derivatives financial instruments

Foreign exchange forward
Foreign exchange swap

Total

Foreign exchange forward
Foreign exchange swap

Total

Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

2019
Nominal amount Fair value
Total Assets Liabilities
1,080,177,568 4,988,660 (12,433,370)
2,426,559,189 18,808,210 (9,721,301)
3,506,736,757 23,796,870 (22,154,671)
2018
Nominal amount Fair value
Total Assets Liabilities
1,510,645,841 18,592,786 (28,283,062)
2,185,097,223 45,593,791 (8,887,522)
3,695,743,064 64,186,577 (37,170,584)

The nominal amounts of the derivatives indicate the volume of transactions outstanding at the
balance sheet date; they do not represent the amounts at risk.

Interest receivable

Movement of interest receivable in 2019 is shown as below:

Interest receivable

Loans and advances to customers

(1)

Analysed by nature

As at As at
1January Currentyear Currentyear 31 December
2019 increase decrease 2019
59,963,640 545,198,537 (527,369,054) 77,793,123
2019 2018

Corporate loans and advances
- loans
- trade finance

Total loans and advances

Less: Allowances for impairment losses

Net book value of loans and advances to

customer

23

6,799,195,883
124,400,145

6,353,512,665
114,783,769

6,923,596,028

(541,802,619)

6,468,296,434

(387,409,653)

6,381,793,409

6,080,886,781




(2)

(3)

(4)

Analysed by industry sector

Manufacturing

Production and supply of electricity, gas
and w ater

Leasing and commercial

Real estate services

Transportation and storage services

Wholesale and retail trade

Hotel and restaurant

Total loans and advances

Less: Allow ances for impairment losses

Net book value of loans and advances to
customers

Analysed by geographical sector

East China
South China
North China
Northeast China
Southw est China
Central China
Northw est China

Total loans and advances
Less: Allow ances for impairment losses

Net book value of loans and advances to
customers

Analysed by security type

Unsecured loans
Guaranteed loans
Secured loans

- mortgaged

- pledged

Total loans and advances

Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

2,968,152,514
3,041,858,581
2,779,461,955

262,396,626

2019 2018
Net book value %  Net book value %
3,830,388,135 55.33% 3,978,170,949 61.50%
1,056,641,473 15.26% 1,018,758,314 15.75%
655,000,000 9.46% 438,381,000 6.78%
582,265,105 8.41% 451,395,579 6.98%
339,214,283 4.90% 155,671,407 2.41%
242,610,357 3.50% 225,400,000 3.48%
217,476,675 3.14% 200,519,185 3.10%
6,923,596,028 100.00% 6,468,296,434 100.00%
(541,802,619) (387,409,653)
6,381,793,409 6,080,886,781
2019 2018
Net book value %  Net book value %
2,608,613,830 37.68% 2,607,958,062 40.31%
1,650,199,858 23.83% 1,509,501,916 23.34%
1,359,888,447 19.64% 1,139,735,091 17.62%
677,714,880 9.79% 571,173,960 8.83%
545,532,133 7.88% 567,140,021 8.77%
81,646,880 1.18% 52,787,384 0.82%
- - 20,000,000 0.31%
6,923,596,028 100.00% 6,468,296,434 100.00%
(541,802,619) (387,409,653)
6,381,793,409 6,080,886,781
2019 2018
913,584,933 1,038,748,085

2,586,227,343
2,843,321,006
2,709,522,737

133,798,269

Less:Allowances for impairment losses

6,923,596,028

(541,802,619)

6,468,296,434

(387,409,653)

Net book value of loans and advances to

customers

6,381,793,409

6,080,886,781
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(5)

(6)

Overdue loans analysed by overdue period

Bangkok Bank (China) Company Limited
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2019

Between

Between

Within three months one yearand Over
three months and one year three years three years Total
Secured loans
- against collaterals 23,618,940 23,618,940
2018
Between Between
Within three months oneyearand Over
three months and one year three years three years Total
Secured loans
- against collaterals 15,057,783 15,057,783

Overdue loans represent loans and advances to customers, of which the whole or part
of the principal or interest was overdue for more than one day.

Movements of allowances for impairment losses

Note 2019
Collective Individual
assessment assessment Total

As at 1 January 372,351,870 15,057,783 387,409,653
Charge / (reversal) for the

year 32 169,231,670 (10,163,420) 159,068,250
Loans written-off for the

year - (15,057,783) (15,057,783)
Recover of written-off loans

and advances to

customers during the

year - 10,163,420 10,163,420
Exchange differences 219,079 - 219,079
As at 31 December 541,802,619 - 541,802,619

Note 2018
Collective Individual
assessment assessment Total

As at 1 January 277,901,375 85,920,348 363,821,723
Charge / (reversal) for the

year 32 94,068,764 (3,768,014) 90,300,750
Loans written-off for the

year - (71,339,301) (71,339,301)
Recower of written-off loans

and advances to

customers during the

year - 3,768,014 3,768,014
Exchange differences 381,731 476,736 858,467
As at 31 December 372,351,870 15,057,783 387,409,653
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On 28 February 2018, the former CBRC issued the Notice on Adjusting Regulatory
Requirements for Loan Losses Provision of Commercial Banks (Yin Jian Fa [2018] No.
7) and decided to adjust regulatory required provision coverage ratio from 150% to
120%~150% and the regulatory required loan provision ratio from 2.5% to 1.5%~2.5%.
On 2 February 2019, the China Banking and Insurance Regulatory Commission (the
“CBIRC Shanghai Office”) issued the Notice of the China Banking and Insurance
Regulatory Commission Shanghai Office on the Regulatory Requirements for Loan
Provision in 2019 of Bangkok Bank (China) Company Limited to the Bank. According to
the Notice, the CBIRC Shanghai Office decided to adjust the Bank’s minimum
regulatory requirement of provision coverage ratio and loan provision ratio to 120% and
1.5% respectively by taking into account the Bank’s accuracy of loan classification,
initiative taken to dispose non-performing loans and capital adequacy.

Loan provision ratio represents ratio of loan loss provision over gross loans and
advances to customers at the balance sheet date. Provision coverage ratio represents
ratio of loan loss provision over non-performing loans. According to the five-tier risk
classification in the Notice of the former CBRC on Distributing the Guidelines on Loan
Risk Classification (Yin Jian Fa [2007] No. 54), non-performing loans represent loans
classified as substandard, doubtful and loss.

As at 31 December 2019, the Bank’s loan provision ratio was 7.83% (2018: 5.99%).
Because there was no non-performing loans at the year end of 2019, the provision
coverage ratio was not applicable (2018: 2,573%). The loan impairment provision
accrued by the Bank meets relevant regulatory requirements.

Restructured loans and advances to customers

As at 31 December 2019, the Bank had no restructured loans and advances to
customers (2018: nil).

Available-for-sale financial assets

2019 2018
Bonds investments 2,633,196,020 1,086,785,220
Negotiable certificate of deposit - 258,714,030

Total

2,633,196,020 1,345,499,250

The available-for-sale bonds invested by the Bank are issued by the following institutions and
stated at fair value:

2019 2018
The MOF 2,603,159,180 1,057,116,720
Commercial Banks - 258,714,030
Domestic enterprises 30,036,840 29,668,500

Total

2,633,196,020 1,345,499,250

As at 31 December 2019, the Bank considered that no impairment provision of available-for-
sale financial assets was necessary (2018: nil).
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13 Fixed assets

Cost

Less:

As at 1 January 2018
Additions
Disposals

As at 31 December 2018
Additions
Disposals

As at 31 December 2019

Accumulated depreciation
As at 1 January 2018
Charge

Written off on disposals

As at 31 December 2018
Charge
Written off on disposals

As at 31 December 2019

Carrying amounts

As at 31 December 2019

As at 31 December 2018

Bangkok Bank (China) Company Limited

Computer and

Financial statement for the yearended 31 December 2019

electrical Office and

Motor vehicles equipment other equipment Total
9,154,945 23,581,977 12,365,973 45,102,895
- 955,634 153,629 1,109,263
(656,480) - - (656,480)
8,498,465 24,537,611 12,519,602 45,555,678
351,372 2,187,337 347,684 2,886,393
(1,126,038) (306,991) (8,600) (1,441,629)
7,723,799 26,417,957 12,858,686 47,000,442
(8,561,490) (20,373,786) (11,450,186) (40,385,462)
(143,036) (1,441,489) (534,906) (2,119,431)
656,479 - - 656,479
(8,048,047) (21,815,275) (11,985,092) (41,848,414)
(172,316) (1,354,197) (248,614) (1,775,127)
1,126,036 306,965 8,599 1,441,600
(7,094,327) (22,862,507) (12,225,107) (42,181,941)
629,472 3,555,450 633,579 4,818,501
450,418 2,722,336 534,510 3,707,264

As at 31 December 2019, the Bank considered that no impairment provision for fixed assets

was

necessary (2018: nil).
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Intangible assets

Cost
As at 1 January 2018
Additions during the year

As at 31 December 2018
Additions during the year

As at 31 December 2019
Less: Accumulated amortisation
As at 1 January 2018

Additions during the year

As at 31 December 2018
Additions during the year

As at 31 December 2019

Carrying amounts
As at 31 December 2019

As at 31 December 2018

Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

Software

19,031,725
115,892

19,147,617
1,379,245

20,526,862

(18,076,941)
(323,622)

(18,400,563)
(432,455)

(18,833,018)

1,693,844

747,054

As at 31 December 2019, the Bank considered that no impairment provision of intangible assets

was necessary (2018: nil).

Deferred tax assets

Provision for impairment of assets

Non-accrual interest

Fair value change of derivative financial
liabilities / assets

Fair value change of available-for-sale
financial assets

Total

Deferred tax assets

Current year

Current year increase /

increase / (decrease)
As at (decrease) recognised As at
1 January charged to directly 31 December
2019 profit or loss in equity 2019
135,211,397 21,702,674 156,914,071
2,543,726 - 2,543,726
(6,753,998) 6,343,448 (410,550)
(186,937) (1,380,717) (1,567,654)
130,814,188 28,046,122 (1,380,717) 157,479,593
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Other assets

Prepaid rental expenses
Refundable deposits
Other receivables
Deferred expenses
Leasehold improvements
Others

Total

Deposits from inter-banks

Analysis by counterparty

Deposits frominter-banks outside Mainland China

Borrowings frominter-banks

Analysis by counterparty

Borrowings from inter-banks in Mainland China
Borrowings from inter-banks outside Mainland
China

Total
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2019 2018
34,666,699 41,695,315
5,047,008 6,818,700
4,501,936 4,355,905
2,494,870 2,101,748
204,648 932,477
1,084,936 37,589
48,000,097 55,941,734
2019 2018
782,568 905,694
2019 2018

1,069,762,000

1,468,632,000

439,244,800

1,069,762,000

1,907,876,800
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Deposits from customers

Current deposits

- corporate customers

- retail customers

Subtotal of current deposits

Term deposits (including call deposits)
- corporate customers

- retail customers

Subtotal of term deposits

Margin deposits
Other deposits

Total

Employee benefits payable

Short-term employee benefits
Post-employment benefits
- defined contribution plans

Total

(1)

Short-term employee benefits

Salaries, bonuses, allowances

Social insurance

- Medical insurance
- Work-related injury insurance
- Maternity insurance

Housing fund
Others

Total

Note
(1)
(2)
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2019

1,155,403,523
26,253,876

2018

1,522,985,157
17,712,590

1,181,657,399

5,704,133,958
28,428,107

1,540,697,747

6,328,308,418
33,321,644

5,732,562,065

174,004,546
111,701

6,361,630,062

139,957,003
812,690

7,088,335,711

8,043,097,502

2019 2018
19,572,003 17,813,965
434,476 481,254
20,006,479 18,295,219
2019 2018
18,757,587 17,002,021
255,101 226,481
4,368 2,742
25,780 22,897

- 56,924

529,167 502,900
19,572,003 17,813,965
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(2) Post-employment benefits - defined contribution plans

2019 2018
Basic pension insurance 420,170 468,338
Unemployment insurance 14,306 12,916
Total 434,476 481,254
Interest payable
Movement of interest payable in 2019 is shown as below:
As at As at
1January Currentyear Currentyear 31 December
2019 increase decrease 2019
Interest payable 115,542,079 164,918,882 (186,773,139) 93,687,822
Other liabilities
2019 2018
Deferred income 13,113,253 16,203,304
Accrued expenses 2,558,711 2,647,133
Accounts to be settled or cleared 2,360,288 990,000
Others 1,452,173 496,511
Total 19,484,425 20,336,948

Paid-in capital
As at 31 December, the Bank’s registered capital and paid-in capital are as follows:

2019 and 2018
Amount Percentage

Bangkok Bank 4,000,000,000 100%

Capital contributions in foreign currency were translated into Renminbi at the exchange rate
at the date of the contributions received as quoted by the PBOC.
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Other comprehensive income

Balance at 1 January 2018
Decrease during the year

Balance at 31 December 2018
Increase during the year

Balance at 31 December 2019

Bangkok Bank (China) Company Limited

Financial statement for the yearended 31 December 2019

Gains/(losses)
arising from
changes in fair
value of
available-for-sale
financial assets

(5,620,438)
6,181,248

560,810
4,142,152

4,702,962

The amount is presented as the fair value change of available-for-sale financial assets net of

the impact of deferred tax.

Surplus reserve

Balance at 1 January 2018
Profit appropriation

Balance at 31 December 2018
Profit appropriation

Balance at 31 December 2019

General reserve

Balance at 1 January 2018, 31 December
2018 and 31 December 2019

Note

27(1)

27(1)

Note

27(2)

Statutory surplus
reserve

56,970,611
13,224,858

70,195,469
13,785,257

83,980,726

General reserve
appropriated

in accordance with
the regulations
issued by the MOF

208,531,720

According to the Notice on Administrative Measures on Accrual of Provisions by Financial
Enterprises (Cai Jin [2012] No.20) issued by the MOF, a financial enterprise shall appropriate
general reserve for its risk-bearing assets at the end of each year. The balance of general
reserve shall not be less than 1.5% of the ending balance of risk-bearing assets. General
reserve which financial enterprises appropriate in according with the regulation is treated as

a profit appropriation. General reserve is part of the owners’ equity.
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Profit appropriation

Note 2019 2018

Appropriation to surplus reserve 25 13,785,257 13,224,858

(1)

(2)

3)

Appropriation to surplus reserve

The Bank appropriated an amount of Renminbi 13,785,257 (2018: Renminbi
13,224,858), representing 10% of profit after tax for the year as statutory surplus
reserve in accordance with relevant regulations and its articles.

Appropriation to general reserve

In accordance with relevant regulations and Articles of Association, the Bank met the
requirement that the balance of general reserve of financial enterprises shall in
principle not be lower than 1.5% of the year-end balance of the risk bearing assets
(2018: met the requirement that the balance of general reserve of financial enterprises
shall in principle not be lower than 1.5% of the year-end balance of the risk bearing
assets).

The Bank realised a profit of USD 8,068,605 equivalent from its foreign currency
business for the year 2019 (2018: USD 2,891,298 equivalent).
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Net interest income

Loans and advances to customers
Placements with inter-banks and non-bank

financial institutions
Deposits with inter-banks
Deposits with central bank
Total interestincome
Deposits from customers
Borrowings from inter-banks
Deposits from inter-banks

Total interest expenses

Net interestincome

Net fees and commission income

Credit commitment fees
Settlement and clearing fees

Total fees and commission income

Commission expenses

Net fees and commission income

Investment income

Bonds interest income

34
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2019 2018
336,018,420 271,896,754
84,605,490 154,831,150
39,242,291 87,310,844
13,991,344 16,057,342
473,857,545 530,096,090

(143,636,800)
(21,272,292)
(9,790)

(141,093,768)
(45,862,562)
(12,368)

(164,918,882)

(186,968,698)

308,938,663 343,127,392
2019 2018
14,889,050 11,862,014
14,113,497 33,481,269
29,002,547 45,343,283
__________ (552,911) _ ___(642,075)
28,449,636 44,701,208
2019 2018
51,173,858 23,860,442




31

32

33

General and administrative expenses

Staff costs
- Salaries, bonuses and allowances
- Statutory welfare expenses
- Directors remunerations
- Others

Subtotal

Rental and property maintenance fees
IT equipment maintenance fees
Telecommunication fees

Depreciation and amortisation

Utilities

Others

Total

Impairment losses

Note
Impairment losses charge for loans and
advances to customers 11(6)
Impairment losses charge / (reversal) for
deposit with inter-banks 7(2)
Impairment losses (reversal) / charge for
placements with inter-banks and non-
bank financial institutions 8(2)

Total

Income tax expense

(1) Income tax expense for the year represents

Current tax expense for the year
Tax filing differences
Changes in deferred tax assets/ liabilities

Total
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2019 2018
109,288,230 104,212,958
15,745,377 15,440,420
1,365,000 1,590,000
2,538,021 3,411,555
128,936,628 124,654,933
51,440,217 50,849,200
6,305,052 5,671,982
3,593,319 3,387,915
2,988,427 6,060,249
1,088,918 1,122,168
7,822,741 8,364,720
202,175,302 200,111,167
2019 2018
159,068,250 90,300,750
2,167,000 (639,000)
(96,637,000) 27,197,000
64,598,250 116,858,750
2019 2018
52,761,448 48,775,035
18,151 41,412
(28,046,122) (6,709,140)
24,733,477 42,107,307




34

35

Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

(2) Reconciliation between income tax expense and accounting profits:

2019 2018
Profits before taxation 162,586,051 174,355,888
Expected income tax expense at tax rate of
25% 40,646,513 43,588,972
Add / (deduct) the tax effects as follows:
- Non-deductible expenses 85,887 144,859
- Non-taxable income (16,017,074) (5,269,472)
- Tax filing differences 18,151 41,
- Adjustment in respect of deferred tax of
prior years - 3,601,536
Income tax expense 24,733,477 42,107,307
Other comprehensive income, net of tax
2019 2018
ltems that may be reclassified to profit or loss:
Gains/ (losses) arising from changes in fair value
of available-for-sale financial assets 5,522,869 8,241,664
Less: Income tax (1,380,717) (2,060,416)
Total 4,142,152 6,181,248
Supplement to cash flow statement
(1) Reconciliation of net profit to net cash flows from operating activities:
2019 2018
Net profit 137,852,574 132,248,581
Add: Impairment losses 64,598,250 116,858,750
Depreciation of fixed assets 1,775,127 2,119,431
Amortization of intangible assets 432,455 323,622
Amortization of leasehold improvements 727,829 3,617,196
Gains from disposal of fixed assets (158,911) (1,732)
Investment income (51,173,858) (23,860,442)
Losses / (Gains) from changes in fair
value 25,373,793 (51,863,545)
Unrealised foreign exchange gains (23,936,115) (83,327,952)
Increase in deferred tax assets (28,046,122) (6,709,140)
Decrease / (Increase) in operating
receivables 1,560,520,666  (1:119.388,460)
(Decrease) / Increase in operating
payables (1,824,424,816) 708,787,591
Net cash outflowfrom operating activities (136,459,128) (321,196,100)
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(3)

Change in cash and cash equivalents:

Cash and cash equivalents at the end of the
year
Less: Cash and cash equivalents at the
beginning of the year

Net decrease in cash and cash equivalents

Cash and cash equivalents

Cash on hand

Central bank deposits available on demand

Deposits with inter-banks with a maturity of 3
months or less

Placements with inter-banks and non-bank
financial institutions with a maturity of 3
months or less

Total

Bangkok Bank (China) Company Limited
Financial statement for the yearended 31 December 2019

2019

1,731,758,388

(3,119,476,857)

2018

3,119,476,857

(3,921,981,355)

(1,387,718,469)

(802,504,498)

2019

835,640
174,774,082

766,862,666

789,286,000

2018

500,475
131,245,229

1,213,179,953

1,774,551,200

1,731,758,388

3,119,476,857

36 Related party relationships and transactions

)

(2)

Information about the parent of the Bank is listed as follows:

Registered Business Registered

Company name place nature capital
Bangkok, Banking and THB

Bangkok Bank Thailand financial service 19.1 billion

Transactions with key management personnel

Shareholding
percentage

Proportion of
voting rights

100% 100%

Key management personnel represents those who are authorised and in charge of

planning, managing and controlling the activities of the Bank.

Transactions with key management personnel:

Remuneration of key management personnel

2019

26,971,400

2018

26,768,600
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Transactions with the Bank’s parent

(a)

(b)

(c)

Transactions amounts with the Bank’s parent:

2019 2018
Interest income 1,662,504 2,468,496
Interest expenses (761,389) (3,880,983)
General and administrative expenses -
rental expenses (22,439,648) (22,450,048)
Standby letters of credit issued by the
parent bank 4,950,000 4,530,000

The balances of transactions with the Bank’s parent at 31 December are set out
as follows:

2019 2018

Deposits with inter-banks 21,560,722 26,183,514
Placements with inter-banks and non-

bank financial institutions - 109,811,200
Interest receivable - 97,152
Other assets 129,681 506,717
Deposits frominter-banks (782,568) (905,694)
Borrowings from inter-banks - (439,244,800)
Interest payable - (125,215)
Balance of standby letter of credit issued

by the parent bank 65,803,980 72,247,180

As at 31 December, the total future minimum lease payments under non-
cancellable operating leases of properties to the Bank’s parent are payable as
follows:

2019 2018

Operating lease commitments 424,411,580 230,591,405

Note: Transactions with the Bank’s parent include transactions with the overseas
branches of the parent.

Segment reporting

The Bank monitors the operating results of its branches separately for the purpose of making
decisions about resource allocation and performance assessment. As some branches share
similar business environment, these branches with similar characteristics are combined and

presented as one operating segment. Segment information is prepared in conformity with

the accounting policies adopted for preparing and presenting the financial statements of the
Bank.
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The Bank presents the operating segments as follows:

East China: Head Office, Shanghai Branch, Xiamen Branch
North China: Beijing Branch

South China: Shenzhen Branch

Southwest China: Chongging Branch

(1)

Segment results, assets and liabilities

For the purposes of assessing segment performance and allocating resources between
segments, the Bank’s management periodically reviews the assets, liabilities, revenue,
expenses and financial performance, attributable to each reportable segment on the
following basis:

Segment assets include all financial assets, fixed assets, intangible assets attributable
to the individual segments. Segment liabilities include financial liabilities and payables
attributable to the individual segments.

Financial performance is operating income (including operating income from external
customers and inter-segment operating income) after deducting expenses,
depreciation, amortisation and impairment losses attributable to the individual
segments. Inter-segment sales are determined with reference to prices charged to
external parties for similar orders. Income tax expense is not allocated to individual
segments. Information regarding the Bank’s reportable segments set out below
includes the information used for assessing segment performance and allocating
segment profit (loss), assets and liabilities which is periodically reviewed by the Bank’s
management:
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External net interestincome
Internal net interest income / (expenses)

Net interest income

Fees and commission income

Fees and commission expenses

Net fees and commission income

Other net operating income

Taxes and surcharges

General and administrative expenses
- Depreciation and amortization

Impairment losses
Non-operating expenses

Segment profit / (losses) before tax
Less: Income tax expense

Net profit

Note

(@

Bangkok Bank (China) Company Limited

Financial statement forthe yearended 31 December 2019

2019
Southwest
East China North China South China China Eliminations Total
185,220,704 70,436,438 35,364,444 17,917,077 - 308,938,663
22,082,776 (15,751,866) (7,117,088) 786,178 - -
_ 207,303,480 54,684,572 28,247,356 < 18,703255 - .3808,938,663
18,829,923 5,799,130 4,084,098 289,396 - 29,002,547
(547,023) (703) (4,151) (1,034) - (552,911)
18,282,900 5,798,427 4079947 . 288362 - ...28,449,636
85344834 3095257 5219175 749,765 - ...94,409,031
(1,099,466) (708,227) (302,853) (296,667) - (2,407,213)
(146,105,041) (21,079,284) (21,660,994) (13,329,983) - (202,175,302)
(2,661,847) (197,364) (103,977) (25,239) - (2,988,427)
17,680,112 (60,109,194) (442,756) (21,726,412) - (64,598,250)
(21083 o 480 S o (30,514)
181,385,786 (18,318,450) 15,130,395 (15,611,680) - 162,586,051
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2019
Southwest
East China North China South China China Eliminations Total
Capital expenditure 4,220,053 29,531 59,207 9,483 - 4,318,274

Segment assets 15,521,183,806 2,406,914,060 1,022,664,703 1,017,537,921 (6,775,697,069) 13,192,603,421

Segment liabilities 10,393,659,353 2,332,309,989 887,854,831 997,785,802 (6,275,697,069) 8,335,912,906

2,036,938,839 758,292,709 328,427,028 110,561,961 - 3,234,220,537

Credit commitments
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External net interestincome
Internal net interest income / (expenses)

Net interest income

Fees and commission income

Fees and commission expenses

Net fees and commission income

Other net operating income

Taxes and surcharges

General and administrative expenses
- Depreciation and amortization

Impairment losses
Non-operating expenses

Segment profit / (losses) before tax
Less: Income tax expense

Net profit

Bangkok Bank (China) Company Limited

Financial statement forthe yearended 31 December 2019

2018
Southwest

Note East China North China South China China Eliminations Total
235,981,449 48,080,826 37,812,049 21,253,068 - 343,127,392
16,841,080 (503,785) (12,092,555) (4,244,740) - -

_ 252,822,529 47,577,041 25719494 17008328 - 3843127392
24,742,789 15,648,206 4,706,776 245,512 - 45,343,283
(633,248) (1,799) (6,025) (1,003) - (642,075)
24109541 15646407 4,700,751 244509 - _..44,701,208

(@ 85696780 7,579,628 12438832 . 49331 - 106,194,571
(1,060,767) (637,254) (276,684) (274,884) - (2,249,589)
(141,397,526) (21,314,404) (21,334,269) (16,064,968) - (200,111,167
(2,562,988) (221,704) (95,743) (3,179,814) - (6,060,249)
(129,921,919) 8,881,447 15,240,753 (11,059,031) - (116,858,750)
______ @ar. 7 T (@477
89,800,861 57,732,865 36,488,877 (9,666,715) - 174,355,888
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2018
Southwest
East China North China South China China Eliminations Total
Capital expenditure 979,999 83,633 155,460 6,063 - 1,225,155
Segment assets 16,769,323,692 2,446,461,436 1,228,710,058 899,254,666 (6,463,099,469) 14,880,650,383
Segment liabilities 11,802,593,700 2,353,538,915 1,109,030,581 863,890,867 (5,963,099,469) 10,165,954,594
Credit commitments 2,088,938,358 1,233,428,966 548,975,688 186,175,634 - 4,057,518,646

(a) Other net operatingincome includes other income, investmentincome, gains or losses from changes in fair value, foreign exchange
gains or losses, and gains from disposal of assets.
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(2) Geographical information

The following table sets out information about the geographical location of the Bank’s
operating income from external customers and the Bank’s non-current assets
(excluding financial assets, deferred tax assets, same as below). The geographical
information is based on the location of customers receiving services. The geographical
location of the specified non-current assets is based on the physical location of the
assets, in the case of fixed assets; and the location of the operation to which they are
allocated, in the case of intangible assets.

Operating income Specified
from external customers non-current assets
2019 2018 2019 2018
In Mainland China 565,830,437 593,887,058 6,716,993 5,386,795
QOutside Mainland China 1,662,504 2,468,496 - -
567,492,941 596,355,554 6,716,993 5,386,795

(3) Major customers

Both in 2019 and 2018, the Bank’s interest income from single loan customer was
lower than 5% of the total operating income from external customers of the Bank.

Risk management and sensitivity analysis of financial instruments

The Bank's risk management is an integral part of the Bank business strategy. The Bank risk
management approach focuses on ensuring continued financial soundness and safeguarding
the interest of our shareholder, while remaining nimble to seize value-creating business
opportunities in a fast changing environment. The Bank is committed to maintaining high
standards of corporate governance, sound risk management principles and business
practices to achieve sustainable long-term business expansion or growth. The Bank
continuously strive towards best risk management practices to support the Bank’s strategic
objectives.

The Bank has put in placed a framework of policies, methodologies, tools and processes that
will help the Bank to identify, measure, monitor and manage material risks faced by the
Bank.

The Bank's responsibility for risk management starts at the top with the Board of Directors
overseeing a governance structure that is designed to ensure that the Bank's business
activities are:

- Conducted in a safe and sound manner and in-line with established risk management
policies;

- Consistent with the Bank's overall business strategy and risk appetite;

- Adequate risk management and internal controls.

The Board of Directors is assisted by the Risk Management Committee in the oversight of
risks namely; credit risk, market risk, liquidity risk and operational risk. The Risk Management
Committee is responsible to ensure risk reports are regularly submitted to the Board of
Directors to keep the Board of Directors posted of the Bank's risk profile. And related risk
strategy or policies are appropriate approved by the Board of Directors for implementation.
The Bank’s senior management is responsible for establishing risk management policies and
procedures, according to the risk management strategy approved by the Board of Directors
and the Risk Management Committee. These risk management policies are implemented by
different departments of the Bank upon approval from the Board of Directors.
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Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss
for the other party by failing to discharge an obligation. Credit risk mainly arises from
credit business. In treasury transactions, credit risk refers to that the issuer fails to
repay the matured principal or interest.

Credit Business

Considering the market and economic environment, business development strategy
and the requirements of customers, within the Bank’s risk control scope, the Bank
provides various direct credit businesses and direct credit substitute businesses to
foreign-invested companies set up in the PRC mainly by Southeast Asian companies
and domestic companies with good credit standing.

The Bank has established a strict credit management system, including credit approval,
daily credit monitoring, credit classification monitoring, problem loan management,
policies for loan loss provisioning and write-off, debt restructuring, etc.

The Bank adopts the internal five-tier grading loan classification approach (the “Internal
Credit Grading”) to monitor the risk condition of its loan portfolios. This approach
assesses the credit grading by considering the customers’ credit record, financial
position, repayment condition, as well as the collaterals to monitor the risk of loan
portfolios.

Internal Credit Grading Definition
Normal No evident weakness
Special mention The obligor’s capacity to repay might be adversely

affected by some factors.

Substandard The obligor’s capacity to repay is apparently in question
which could not provide adequate protection to the loan
and certain losses might occur even when collaterals are
executed.

Doubtful The loan is unlikely to be fully repaid. The obligor cannot
repay the whole loan and significant losses will occur
even when collaterals are executed.

Loss There is evident information thatindicates the repayment

is nearly impossible. Principal and interest cannot be
recovered after taking all possible measures.
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A comparison of the Bank’s loan risk classification criteria and the Notice of China
Banking Regulatory Commission on Promulgation of the Guidelines for Risk-based
Loan Classification (Yin Jian Fa [2007] No.54) issued by the Former China Banking
Regulatory Commission (the “Former CBRC”) on July 3, 2007 has been filed with the
Former CBRC as follows:

Internal Credit Five-tier

Grading Definition Grading Definition

Normal No evident w eaknesses. Normal Loans w here borrow ers are able to

meet the commitments. Timely and
full repayment of interest and
principal is likely.

Special mention The obligor’'s capacity to repay Special Loans w here borrow ers are able to
might be adversely affected by mention meet the repayment of interest and
some factors. principal currently. How ever, there

are some adverse factors w hich
may threaten repayment.

Substandard The obligor’s capacity to repay is Substandard  Loans w here borrowersare
apparently in question w hich displaying a definable w eakness in
could not provide adequate repayment ability. The borrow ers’
protection to the loan and certain operating income is insufficient to
losses might occur even when enable fullrepayment of interestand
collaterals are executed. principal.

Doubtful The loan is unlikely to be fully Doubtful Loans w here borrow ers are unable
repaid. The obligor cannot repay to guarantee full repayment of
the w hole loan and significant interest and principal. Even after
losses willoccur evenwhen realising the collateral or taking
collaterals are executed. action against the guarantor, some

loss is expected.

Loss There is evidentinformation that Loss Loans w hich are considered
indicates the repayment is nearly uncollectable or whereonly a
impossible. Principal and interest minimal amount can be recovered
cannot be recovered after taking all after exhausting all collection
possible measures. efforts and institution of legal

proceedings.

The last three gradings of the Former CBRC's five-tier classification are regarded as
non-performing loans. If there is any indication of objective evidence that impairment
and impairment loss has occurred, the loan is classified as an impaired loans and
advances. The provision for impairment of impaired loans and advances shall be
assessed collectively or individually based on the actual condition.

If the counterparties are concentrated in a few industries or a few geographical areas,
or have similar economic characteristics, the credit risk is normally higher. In addition,
different industries and geographical areas may have different characteristics; hence
the respective credit risk is not similar. The Bank has set specific limits for large
exposure credit concentration, industry concentration and country concentration to
improve the credit risk structure. The Bank prepares the exposure report of
concentration risk quarterly and performs periodical review on it.
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The Bank mitigates credit risk by obtaining mortgage, cash margin, pledged deposits,
and guarantees from companies or individuals. The Bank has specified amounts and
categories of collateral required according to the assessment result of credit risk of the
counterparty. The Bank has established underwriting standards on collateral types and
assessment methods. The Bank has specified categories of acceptable collateral,
including deposit pledge, land use rights, buildings, and machines and equipments. To
reduce the credit risk, the Bank has stipulated discount rates for different collaterals to
reflect the cash realisable value. The business units will monitor the market value of
the collaterals regularly and may require the obligors to increase the collaterals based
on the related agreements. When performing assessment of the adequacy of loss
provision, changes in the market value of the collaterals will be considered. For a loan
guaranteed by a third party, the Bank assesses the guarantor’s financial condition,
historical credit record and its capacity to settle the debts on behalf of the obligor.

Except for loans, collaterals or guarantees needed for other financial assets shall be
determined by the nature of the instruments.

Treasury business

The Bank sets credit limits based on the credit risk inherent in the counterparties. The
system closely monitors the credit exposure on a real-time basis. The Bank regularly
reviews its credit limit and routinely updates the credit limits.

(@) Maximum credit risk exposure

The maximum exposure to credit risk is represented by the carrying amount of
each financial asset, including derivative financial instruments, in the balance
sheet. The following table presents the maximum exposure to credit risk of on-
balance-sheet and off-balance-sheet financial instruments before taking account
of any collateral or other credit enhancements.

Deposits with central bank

Deposits with inter-banks

Placements with inter-banks and non-
bank financial institutions

Derivative financial assets

Interest receivable

Loans and advances to customers

Available-for-sale financial assets

Other assets

Subtotal
Off-balance-sheet credit commitments

Maximum exposure to credit risk
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2019

917,962,658
1,175,930,466

1,769,303,200
23,796,870
77,793,123
6,381,793,409
2,633,196,020
10,633,880

2018

1,188,551,667
1,624,610,953

4,325,240,800
64,186,577
59,963,640
6,080,886,781
1,345,499,250
11,212,191

12,990,409,626

3,234,220,537

14,700,151,859

4,057,518,646

16,224,630,163

18,757,670,505
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(b) Distribution of loans and advances to customers in terms of credit quality

Note 2019 2018
Impaired
Individually assessed and
impaired gross amount (i) - 15,057,783
Allowances for impairment
losses - (15,057,783)

Carrying amount - -

Overdue but not impaired
Gross amount (i) 23,618,940 -
Allowances for impairment

losses (iii) (3,020,862) -

Carrying amount 20,598,078 -

Neither overdue nor impaired
Gross amount 6,899,977,088 6,453,238,651
Allowances for impairment

losses (iii) (538,781,757) (372,351,870)
Carrying amount 6,361,195,331 6,080,886,781
Total 6,381,793,409 6,080,886,781
(i)  Movement of impaired loans and advances to customers in 2019 is shown

(i)

(iii)

as below:

As at As at
1 January Current year Current year 31 December
2019 increase decrease 2019
Impaired loans
and advances 15,057,783 - 15,057,783

As at 31 December 2019, there is no impaired loans and advances to
customers. (2018: the impaired loans and advances to customers
amounted to Renminbi 15,057,783. The covered portion of these loans and
advances were Renminbi 15,057,783.)

As at 31 December 2019, the overdue but not impaired loans and
advances to customers amounted to Renminbi 23,618,940. The covered
portion of these loans and advances were Renminbi 23,618,940. (2018:
Nil.).

The balances represent the collectively assessed allowance for impairment
losses.
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(c) Distribution of amounts due from inter-banks and non-bank financial institutions in
terms of credit ratings of counterparties
Amounts due from inter-banks and non-bank financial institutions include
deposits with inter-banks and placements with inter-banks and non-bank financial
institutions. Distribution of amounts due from inter-banks and non-bank financial
institutions in terms of credit quality mainly with reference to the external rating
agency Standard & Poor’s, Fitch or Moody’s is as follows (counterparties without
external ratings are presented using their parent companies’ ratings):

2019 2018

- AAA to BBB- 2,832,816,666 5,760,324,753
- BB+ to B- 150,000,000 321,580,000
Gross amount 2,982,816,666 6,081,904,753

(d) Distribution of debt securities in terms of credit quality
The carrying amounts of debt securities analysed by the external rating agency
Standard & Poor’'s and domestic rating agencies recognised by the PBOC
designations at the balance sheet date are as follows.

2019 2018
Standard & Poor’s
- AA- 2,603,159,180 1,057,116,720
Domestic rating agencies recognised by
the PBOC

- AAA 30,036,840 288,382,530
Gross amount 2,633,196,020 1,345,499,250
Debt securities include available-for-sale financial assets and negotiable
certificate of deposits.

Market risk

Market risk management is the total process of identifying, measuring, monitoring and
controlling market risks. Market risk refers to the risk arising from financial instruments’
fair value or future cash flow fluctuations due to changes in market prices, including
interest rate risk and foreign currency risk. Interest rate risk arises when the change in
interest rates affect fair value of interest rate related product; foreign currency risk
arises when the change in foreign exchange rates affect the value of the net
assets/liabilities or when the Bank has spotfforward FX positions. Market risk of the
Bank exists in trading book and banking book.
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The Bank’s interest rate risk includes the risks arising from when the repricing and/or
maturity schedule of assets and liabilities are not matched, causing the uncertainty of
net interest income in banking book. The Bank’'s management tools of interest rate risk
includes Cumulative NIl Impact limit, Interest rate gapping limit for the balance sheet,
Cumulative EVE Impact limit, and conduct regular stress test. Meanwhile, by closely
observing interest rate trends (both in Renminbi and foreign currency) and market
interest rate changes, the Bank conducts proper scenario analysis and makes timely
adjustments to the loan and deposit interest rates (both in Renminbi and foreign
currency) in line with the benchmark interest ratesto reduce its interest rate risk.

The Bank’s foreign currency risk exposures mainly arise from net on-balance-sheet
assets and liabilities designated in foreign of which values are exposed to foreign
exchange rates. The Bank’s main principle of foreign currency risk control is to match
the assets and liabilities of the respective individual currency to minimise the foreign
currency risk and to control the currency risk exposure within limits set by the Bank.
The Bank, based on the guiding principles from Risk Management Committee, relevant
laws and regulations and the management’s evaluation of the current environment, has
set risk tolerance limits, and avoids risk via reasonable arrangements of assets and
liabilities in different currencies.

The Bank classifies financial instruments into investment portfolios on banking book
and trading book to effectively monitor market risk. According to the Former CBRC'’s
Market Risk Management Guidelines for Commercial Banks, the Bank has established
market risk management policy and procedures to set related limits on all market risk
exposures. These policies and procedures illustrate the structure and approval
mechanism of market risk limits. Market risk limits mainly include product limits, foreign
exchange position limits, cut-loss limits, PVO1 limit and FX gapping limits.

(a) Interestrate risk

The Bank’s interest rate risk is monitored by Market and Operational Risk
Management Division. Market and Operational Risk Management Division has
established relevant policies and monitoring procedures to regularly report risk
condition to Assets/Liabilities Committee. The monitoring on interest rate risk
mainly includes gap analysis on interest rate re-pricing schedule and stress test.

Exposure to interest rate risk

The Bank’s interest rate risk mainly includes the risks arising from when the
repricing and / or maturity schedule of assets and liabilities are not matched,
causing the uncertainty of net interest income in banking book.

The following tables indicate the distribution by expected next re-pricing dates (or

maturity dates, whichever are earlier) of financial assets and liabilities at the
balance sheet dates.
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Assets

Cash on hand and deposits with
central bank

Deposits and placements with inter-
banks and non-bank financial
institutions

Deriv ative financia assets

Interest receivable

Loans and adv ances tocustomers

Av ailable-for-sale financial assets

Other assets

Total assets

Liabilities

Deposits and borrowings from inter-
banks

Deriv ative financia liabilities

Deposits from customers

Interest payable

Other liabilities

Total liabilities

Net position

Assets

Cash on hand and deposits with
central bank

Deposits and placements with inter-
banks and non-bank financial
institutions

Deriv ative financia assets

Interest receivable

Loans and adv ances tocustomers

Av ailable-for-sale financial assets

Other assets

Total assets

Liabilities

Deposits and borrowings frominter-
banks

Deriv ative financia liabilities

Deposits from customers

Interest payable

Other liabilities

Total liabilities

Net position

Sensitivity analysis
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2019

Between Between

Within 3 nonths lyear
Non-accrual 3 months and 1year and 5 years Total
18,938,798 899,859,500 - - 918,798,298
- 2,216,359,666 728,874,000 - 2,945,233,666
23,796,870 - - - 23,796,870
77,793,123 - - - 77,793,123
- 1,823,764,158 4,558,029,251 - 6,381,793,409
- 200,319,600 1,581,424,330 851,452,090 2,633,196,020
10,633,880 - - - 10,633,880
131,162,671 5,140,302,924 6,868,327,581 851,452,090 12,991,245,266

(22,154,671)

(93,687,822)
(6,371,172)

(320,544,568)
(2,768,173,127)

(750,000,000)
(2,228,193,351) (2,091,969,233)

(1,070,544,568)
(22,154,671)
(7,088,335,711)
(93,687,822)
(6,371,172)

(122,213,665)

(3,088,717,695)

(2,978,193,351) (2,091,969,233)

(8,281,093,944)

8,949,006 2,051,585,229 3,890,134,230 (1,240,517,143) 4,710,151,322
2018

Between Between

Within 3 nonths lyear
Non-accrual 3 months and 1year and 5 years Total
84,560,514 1,104,491,628 - - 1,189,052,142
- 4,240,356,753 1,615,265,000 94,230,000 5,949,851,753
64,186,577 - - - 64,186,577
59,963,640 - - - 59,963,640
- 2,139,894,816 3,940,991,965 - 6,080,886,781
- 349,811,487 539,712,083 455,975,680 1,345,499,250
11,212,191 - - - 11,212,191
219,922,922 7,834,554,684 6,095,969,048 550,205,680 14,700,652,334

(37,170,584)

(115,542,079)
(4,133,643)

(1,908,782,494)
(3,137,954,628)

(3,615,585,966) (1,289,556,908)

(1,908,782,494)
(37,170,584)
(8,043,097,502)
(115,542,079)
(4,133,643)

(156,846,306)

(5,046,737,122)

(3,615,585,966) (1,289,556,908) (10,108,726,302)

63,076,616

2,787,817,562

2,480,383,082 (739,351,228)

4,591,926,032

The Bank adopts sensitivity analysis to measure the probable impacts on the
Bank’s net profit and owners’ equity caused by interestrate change.

With all other variables held constant, the following table shows the impact on net

profit and owners’ equity caused by reasonable change in interest rate.
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2019 2018
Impact on Impact on Impact on Impact on
net profit equity net profit equity
Increase/ Increase/ Increase/ Increase/
(decrease) (decrease) (decrease) (decrease)
Increase 100 basis
points 37,236,672 20,672,670 34,866,189 27,454,628
Decrease 100 basis
points (43,428,580) (26,508,568) (42,888,857) (35,302,570)

This sensitivity analysis is based on a static interest risk profile of assets and
liabilities. The analysis only evaluates the interest fluctuation within one year and
reflects the impact, rising from the re-pricing on assets and liabilities of the Bank
within one year, on interest income and expense calculated per annum. The
analysis is based on the following assumptions:

- All of the assets and liabilities that will be re-priced or mature within one year
will be re-priced or mature at the beginning of certain period;

- Yield curve moves along with interest change parallel; and
- Thereis no other change in the portfolio of assets and liabilities.

As a result of the hypothesis above, the actual changes in the Bank’s net interest
income caused by fluctuation of interest rate may be different from the result of
the sensitivity analysis above.

Foreign currency risk
Exposure to foreign currency risk

The Bank’s foreign currency risk includes exposure of on-balance-sheet assets
and liabilties denominated in foreign currency and off-balance-sheet derivatives
denominated in foreign currency. The Market and Operational Risk Management
Division of the Bank manages foreign currency risk exposure in various ways,
including limiting foreign currency net position and conducting stress test
regularly.

The foreign currency exposures of the Bank'’s financial assets and liabilities at the
balance sheet dates are as follows. Under the consideration of presentation, the
amount of foreign currency risk exposures is expressed in Renminbi and is
converted by the rates at the balance sheet dates.
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Assets

Cash on hand and
deposits with central
bank

Deposits and placements
withinter-banks and
non-bank financial
institutions

Derivative financial
assets

Interest receivable

Loans and advances to
customers

Available-for-sale
financial assets

Other assets

Total assets

Liabilities

Deposits and borrow ings
from inter-banks

Derivative financial
liabilities

Deposits from customers

Interest payable

Other liabilities

Total liabilities

Net position
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2019

USD  Other currency Total

(RMB (RMB (RMB

RMB equivalent) equivalent) equivalent)

900,064,138 18,667,565 66,595 918,798,298

1,632,497,319 1,294,651,215 18,085,132 2,945,233,666

23,796,870 - - 23,796,870

65,004,087 12,789,036 - 77,793,123

6,039,569,757 342,223,652 - 6,381,793,409

2,633,196,020 - - 2,633,196,020

10,551,284 - 82,596 10,633,880

11,304,679,475 1,668,331,468 18,234,323  12,991,245,266
(1,000,782,568) (69,762,000) - (1,070,544,568)
(22,154,671) - - (22,154,671)
(6,907,373,027) (175,057,414) (5,905,270) (7,088,335,711)
(93,634,318) (53,495) (9) (93,687,822)
(6,346,106) (25,066) - (6,371,172)
(8,030,290,690) (244,897,975) (5,905,279) (8,281,093,944)

3,274,388,785 1,423,433,493 12,329,044 4,710,151,322
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Assets

Cash on hand and
deposits with central
bank

Deposits and placements
w ith inter-banks and
non-bank financial
institutions

Derivative financial
assets

Interest receivable

Loans and advances to
customers

Available-for-sale
financial assets

Other assets

Total assets

Liabilities

Deposits and borrow ings
from inter-banks

Derivative financial
liabilities

Deposits from customers

Interest payable

Other liabilities

Total liabilities

Net position

Sensitivity analysis

Bangkok Bank (China) Company Limited
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2018
USD  Other currency Total
(RMB (RMB (RMB
RMB equivalent) equivalent) equivalent)
1,104,643,962 84,343,320 64,860 1,189,052,142
4,251,008,680 1,675,248,386 23,594,687 5,949,851,753
64,186,577 - - 64,186,577
46,995,753 12,967,887 - 59,963,640
5,683,538,863 397,347,918 - 6,080,886,781
1,345,499,250 - - 1,345,499,250
10,314,276 461,866 436,049 11,212,191
12,506,187,361 2,170,369,377 24,095,596 14,700,652,334

(1,400,905,694)

(37,170,584)
(7,893,692,522)

(507,876,800)

(136,353,071)

(13,051,909)

(1,908,782,494)

(37,170,584)
(8,043,097,502)

(115,225,274) (316,798) (7)  (115,542,079)
(4,017,848) (115,795) - (4,133,643)
(9,451,011,922)  (644,662,464) (13,051,916) (10,108,726,302)
3,055,175,439  1,525,706,913 11,043,680  4,591,926,032

With all other variables held constant, the following table shows the impact on net
profit and owners’ equity when foreign currency changes against the functional

currency.

Appreciation against
RMB by 100 bps
Depreciation against
RMB by 100 bps

2019 2018
Impact on Impact on Impact on Impact on
net profit equity net profit equity
Increase/ Increase/ Increase/ Increase/
(decrease) (decrease) (decrease) (decrease)
10,768,219 10,768,219 11,525,629 11,525,629
(10,768,219) (10,768,219) (11,525,629) (11,525,629)
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This sensitivity analysis is based on a static foreign exchange exposure profile of
assets and liabilities. The analysis estimates the impact on net profit and owners’
equity due to the probable fluctuation of foreign exchanges rates under the
assumption that the other factors remain stable. The analysis is based on the
following assumptions:

- the foreign exchange sensitivity is the gains and losses recognised as a result
of 1% fluctuation in the foreign currency exchange rates;

- the exchange rates for all foreign currencies change in the same direction
simultaneously; and

- Off-balance-sheet items have not been included in the currency risk exposure.

As a result of the hypothesis above, actual fluctuation of net foreign currency
exchange from changes in exchange rates may differ from the estimation of the
sensitivity analysis above.

Liquidity risk

Liquidity risk means the risk that a commercial bank is unable to acquire adequate
funds in a timely manner at a reasonable cost to repay mature debts, fulfill other
payment obligations and meet other capital needs for normal business activities.

The liquidity risk management is to ensure that the Bank has sufficient liquidity/cash to
meet its obligations related to financial liabilities and its demand on business
development. These include that the Bank can meet withdrawal request from
customers on demand or when contracts mature; the Bank has sufficient funds for
repayment when borrowings mature; the Bank needs to maintain sufficient liquidity to
meet the regulatory liquidity ratio requirement; and the Bank has sufficient funds for
new investment opportunity.

The liquidity risk management measure adopted by the Bank is primarily to match the
maturity structures between assets and liabilities. Due to differences between various
businesses and maturity tenors, it is impractical to maintain a perfect match between
assets and liabilities. The Bank has established a set of procedures for identifying,
measuring, monitoring and reporting liquidity risk, including limits for cash flow, liquidity
ratio. The Bank has established liquidity contingency plan to maintain an appropriate
balance of cash flows and to ensure all the required funds can be provided at maturity.
The Bank has set up regular stress testing on the Bank’s liquidity risk in order to take
advanced action to prevent bad impact on the Bank’s daily operation. The Bank
considers and prevents possible liquidity risk in the future so as to improve its payment
capacity under the liquidity stress.
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The following tables provide the analysis of the contractual undiscounted cash flows of the Bank’s financial assets and liabilities at the
balance sheet dates. Interest receivable and payable of financial assets and liabilities with fixed terms are presented according to the due
dates of interest stipulated in the contracts; current financial assets and liabilities (including interest receivable and payable as at the
balance sheet dates) are presented under the item “repayable on demand/terms undated”.

2019
Contractual Repayable Between Between Between
Carrying undiscounted ondemand/ Within 1 month 3 months 1lyear More than
amount cash flows terms undated 1 month and 3 months and 1 year and 5 years 5years
Financial assets o
Cizhngn hand and depositswith central 918,798,298 919,169,457 919,169,457 - - - - -
Deposits and placementswith inter-
banks and non-bankfinancial 2,945,233,666 3,014,669,564 46,172,066 1,677,994,127 505,019,431 785,483,940 - -
institutions
Derivative financial assets 23,796,870 23,796,870 23,796,870 - - - - -
Loansand advancesto customers 6,381,793,409 7,882,655,074 23,670,673 707,788,101 1,265,459,999 1,674,521,105 2,425,961,789 1,785,253,407
Available-for-sale financial assets 2,633,196,020 2,959,723,888 - - 206,601,863 1,623,482,407 902,653,563 226,986,055
Other assets 10,633,880 10,633,880 10,633,880 - - - - -
Total assets 12,913,452,143 14,810,648,733 1,023,442,946 2,385,782,228 1,977,081,293 4,083,487,452 3,328,615,352 2,012,239,462

Financialliabilities
Deposits and borrowingsfrom inter-

(1,089,618,181) (782,747)
(22,154,671)  (22,154,671)
(7,325,482,798) (2,428,076,629)

(6,371,172) (6,371,172)

(219,849,551)  (100,804,750)  (768,181,133) - -

(62,355,631) (291,774,538) (2,282,388,899) (2,260,887,101) -

banks (1,070,544,568)
Derivative financial liabilities (22,154,671)
Deposits from customers (7,088,335,711)
Otherliabilities (6,371,172)
Total liabilities (8,187,406,122)

(8,443,626,822) (2,457,385,219)

(282,205,182) (392,579,288) (3,050,570,032) (2,260,887,101) -

Net position 4,726,046,021

6,367,021,911 (1,433,942,273)

2,103,577,046 1,584,502,005 1,032,917,420 1,067,728,251 2,012,239,462
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Financial assets

Cash on hand and depositswith central
bank

Deposits and placementswith inter-
banks and non-bankfinancial
institutions

Derivative financial assets

Loansand advancesto customers

Available-for-sale financial assets

Otherassets

Total assets

Financial liabilities
Deposits and borrowingsfrom inter-
banks
Derivative financial liabilities
Deposits from customers
Otherliabilities

Total liabilities

Net position

2018

Carrying
amount

1,189,052,142

5,949,851,753
64,186,577
6,080,886,781
1,345,499,250
11,212,191

Contractual
undiscounted
cash flows

1,189,533,104

6,156,271,886
64,186,577
7,225,385,610
1,400,551,000
11,212,191

Repayable
ondemand/
terms undated

1,189,533,104

71,599,953
64,186,577
15,057,783

11,212,191

Within
1 month

3,452,577,448

824,694,450
306,690,000

Between
1 month
and 3 months

788,096,415

1,467,069,993
57,690,000

Between
3 months
and 1year

1,736,175,084

1,770,588,744
564,833,000

Between
1year
and 5 years

107,822,986

1,841,156,096
471,338,000

More than
5years

1,306,818,544

14,640,688,694

(1,908,782,494)
(37,170,584)
(8,043,097,502)
(4,133,643)

16,047,140,368

(1,930,037,271)
(37,170,584)

1,351,589,608

(905,995)
(37,170,584)

(8,276,003,267) (2,565,759,961)

(4,133,643)

(4,133,643)

4,583,961,898

(1,518,101,818)

(318,587,580)

2,312,856,408

(411,029,458)

(262,755,540)

4,071,596,828

(3,734,843,242)

2,420,317,082

(1,394,056,944)

1,306,818,544

(9,993,184,223) (10,247,344,765) (2,607,970,183)

(1,836,689,398)

(673,784,998)

(3,734,843,242)

(1,394,056,944)

4,647,504,471

5,799,795,603 (1,256,380,575)

2,747,272,500

1,639,071,410

336,753,586

1,026,260,138

1,306,818,544
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39 Fairvalue

(1)

Assets and liabilities measured at fair value

The following table presents fair value information and the fair value hierarchy, at the
end of the current reporting period, of the Bank’'s assets and liabilities which are
measured at fair value at each balance sheet date on a recurring or non-recurring
basis. At the end of the current reporting period, the Bank did not have any assets or
liabilities which were measured at fair value on a non-recurring basis.

The level in which fair value measurement is categorised is determined by the level of
the fair value hierarchy of the lowest level input that is significant to the entire fair value
measurement. The levels of inputs are defined as follows:

Level 1 inputs: unadjusted quoted prices in active markets that are observable at the
measurement date for identical assets or liabilities;

Level 2 inputs: inputs other than Level 1 inputs that are either directly or indirectly
observable for underlying assets or liabilities;

Level 3inputs: inputs that are unobservable for underlying assets or liabilities.

2019/12/31
Note Total Level 1 Level 2 Level 3

Recurring fair value

measurements
Assets
Derivative financial

assets 9 23,796,870 - 23,796,870 -
Available-for-sale

financial assets 12 2,633,196,020 - 2,633,196,020 -
Total 2,656,992,890 - 2,656,992,890 -
Liabilities
Derivative financial

liabilities 9 22,154,671 - 22,154,671 -

2018/12/31
Note Total Level 1 Level 2 Level 3

Recurring fair value

measurements
Assets
Derivative financial

assets 9 64,186,577 - 64,186,577 -
Available-for-sale

financial assets 12 1,345,499,250 - 1,345,499,250 -
Total 1,409,685,827 - 1,409,685,827 -
Liabilities
Derivative financial

liabilities 9 37,170,584 - 37,170,584 -
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For the year ended 31 December 2019, there were no transfers, between Level 1 and
Level 2, of the Bank’s above assets and liabilities which are measured at fair value on
arecurring basis.

Fair values of financial assets and financial liabilities that are traded in active markets
are based on quoted market prices or dealer price quotations. For all other financial
instruments, the Bank determines fair values using valuation techniques.

Valuation techniques include net present value and discounted cash flow models, in
comparison to similar instruments for which market observable prices exist.
Assumptions and inputs used in valuation techniques include risk-free and benchmark
interest rates, factors used to estimate discount rates, foreign currency exchange rates,
index prices, and expected price volatilities and correlations. The objective of using
valuation techniques is to estimate the price at which an orderly transaction to sell an
asset or to transfer a liability would take place between market participants at the
measurement date under current market conditions.

The Bank uses widely recognised valuation models for determining the fair value of
common and simple financial instruments, like foreign exchange forwards and swaps
that use only observable market data and require simple valuation models. Observable
prices and model inputs are usually available in the market for debt securities and
derivatives.

Level 2 fair value measurement

This category includes instruments using the following valuation technique: quoted
market prices in active markets for similar instruments; quoted prices for identical or
similar instruments in markets that are considered less than active; or other valuation
techniques where all significant inputs are directly or indirectly observable from market
data.

The fair value of the investment in bonds and certificate of deposits included in
available-for-sale financial assets is determined based on the quotes provided by the
valuation system of securities clearing institutions. Observable inputs that reflect
market conditions are used by quotation institutions when preparing the quotation.

The fair value of foreign exchange forward and swap contracts included in derivative
financial assets is determined by discounting the difference between the contractual
exercise price and the market forward/swap price.

During the year ended 31 December 2019, there were no changes in valuation
techniques for the recurring Level 2 fair value measurements.

Fair value of other financial instruments (items not measured at fair value at the end of
year)

The Bank’s other financial instruments mainly include deposits with central bank,
deposits with inter-banks, placements with inter-banks and non-bank financial
institutions, loans and advances to customers, deposits from inter-banks, borrowings
from inter-banks and deposits from customers. There are no significant difference
between the carrying amount and the fair value of these financial assets and liabilities.
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40 Commitments and contingencies

(1)

(2)

Credit commitments

At any given time the Bank has outstanding commitments to extend credit. The Bank
provides loan commitments, financial guarantees and letters of credit to guarantee the
performance of customers to third parties. The Bank assesses the potential loss of
credit commitments on a regular basis and recognises liability if necessary.

The amounts in the table for guarantees and letters of credit represent the maximum
potential loss that would be recognised at the balance sheet date if counterparties
failed completely to perform as contracted. The amounts for loan commitments
represent the amounts when they were fully used. Acceptances comprise undertakings
by the Bank to pay bills of exchange drawn by customers.

As the credit facilities may not be fully used upon maturity, the contractual amount sets
out below does not representthe expected cash outflowin the future.

Contractual amounts 2019 2018

Standby letters of credit 1,933,514,335 2,418,272,913

Letters of credit accepted 581,332,142 725,677,026
Bank acceptances 353,014,205 315,428,327
Letters of credit issued 186,121,855 225,337,209
Loan commitments with an original maturity of

one year or over (inclusive) 177,250,876 372,803,171
Guarantee issued 2,987,124 -

Total 3,234,220,537 4,057,518,646

Operating lease commitments

As at 31 December, the total future minimum lease payments under non-cancellable
operating leases of properties are payable as follows:

2019 2018
Within 1 year (inclusive) 42,593,369 46,130,786
After 1 year but within 2 years (inclusive) 45,969,017 42,593,369
After 2 years but within 3 years (inclusive) 47,581,079 36,417,843
After 3 years 373,618,631 152,406,370
Total 509,762,096 277,548,368
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Capital management

The capital management of the Bank covers the calculation and reporting of capital
adequacy ratio (CAR), capital assessment and capital planning. The CAR of the Bank
represents its abilities of stable operations and risk resistance. The CAR management of the
Bank aims to ensure the Bank holds adequate capital, which is appropriate to risk exposure
and consistent with risk assessment results of the Bank, to meet the demand of business
operation and the regulatory requirements. The capital planning aims to set a target CAR
which satisfies the Bank with the demand of future business development strategy, risk
appetite, risk management, external business environment and long-term sustainability of
various capital sources.

The prudent and solid concept of capital management ensures the Bank to retain its capital
at an adequate level to support business development under all conditions and to adjust
CAR to a reasonable level timely and effectively, if necessary.

The Bank calculates CAR according to the requirement of the Former CBRC. The capital of
the Bank is composed of core tier one capital, other tier one capital and tier two capital. The
Bank’s management monitors the utilisation of CAR and regulatory capital according to the
requirement of the Former CBRC. The Bank reported relevant information to the Former
CBRC on a quarterly basis.

The scope of the Bank’s CAR calculation of the Bank covers all branches and sub-branches
located in mainland China. Currently, the Bank does not have any overseas branches.

Commercial banks shall conform to the regulatory requirements relating to capital adequacy
ratio required by the Former CBRC. For the Bank, the adequacy ratio of core tier one capital
shall not be less than 7.5%; the adequacy ratio of tier one capital shall not be less than 8.5%;
and the capital adequacy ratio shall not be less than 10.5%, as at 31 December 2019.

As at 31 December 2019, the CAR of the Bank has been calculated in accordance with
Administrative Measures on Capitals of Commercial Bank (For Trial Implementation) issued
by the Former CBRC and other relevant laws and regulations, and the calculation result is in
compliance with the regulatory capital requirements.

The risk weighted assets of on-balance-sheet assets are calculated based on various risk
weights. The risk weights are determined in consideration of the risk factors of various
assets, counterparties, markets and other relevant aspects, as well as qualified collateral and
guarantee. The off-balance-sheet exposures are calculated by the same methodology with
adjustments of contingent losses. The credit risk weighted assets for counterparties in terms
of over-the-counter derivative transactions are the summation of defaulted risk weighted
assets and credit valuation adjustment risk weighted assets. The market risk weighted
assets are measured by standard method. The operational risk weighted assets are
measured by basic indicator method.

The capital adequacy ratio and relevant data of the Bank are calculated on the basis of the

financial statements prepared in accordance with the CAS. The Bank is in compliance with
the regulatory capital requirements during the yeatr.
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The adequacy ratio of core tier one capital, the adequacy ratio of tier one capital and the
capital adequacy ratio as at 31 December 2019 calculated in accordance with the
Administrative Measures on Capitals of Commercial Bank (For Trial Implementation) and

other relevant laws and regulations are as follows:

Core tier one capital
Paid-in capital
Other comprehensive income
Surplus reserve
General reserve
Retained earnings

Deductible itemin core tier one capital
Intangible assets net of associated deferred tax

liabilities
Net core tier one capital
Net tier one capital

Tier two capital
Excess loan impairment provision

Net capital

Credit risk weighted assets
Market risk weighted assets
Operational risk weighted assets

Total risk weighted assets
Adequacy ratio of core tier one capital
Adequacy ratio of tier one capital

Capital adequacy ratio

Non-adjusting post balance sheet date events

2019

4,000,000,000
4,702,962
83,980,726
208,531,720
559,475,107

(1,693,844)

2018

4,000,000,000
560,810
70,195,469
208,531,720
435,407,790

(747,054)

4,854,996,671

4,713,948,735

4,854,996,671

109,537,700

4,713,948,735

134,113,772

4,964,534,371

4,848,062,507

8,872,553,711
82,656,250
722,101,250

10,863,215,534
87,810,000
708,087,500

9,677,311,211

11,659,113,034

50.17% 40.43%
50.17% 40.43%
51.30% 41.58%

Since the outbreak of novel coronavirus in January 2020, the prevention and control of it is
continuing nationwide. The coronavirus will have a certain impact on China's overall
economic and enterprise operation, which may affect the asset quality and asset income
level of the bank's credit assets to a certain extent. The extent of the impact will depend on
the situation of coronavirus prevention and control, duration and implementation of various
policies. The bank will pay close attention to the development and assess and actively
respond to its impact on the bank's financial situation, operating results and other aspects
continuously. As of the date of this report, the assessment is still in progress.
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