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1 GENERAL INFORMATION AND DEFINITIONS
This is the first Disclosure Statement and is for the period ended 30 October 2014. Certain information contained in
this Disclosure Statement is required by section 81 of the Reserve Bank of New Zealand Act 1989 (“Reserve Bank
Act”) and the Registered Bank Disclosure Statements (New Zealand Incorporated Registered Banks) Order 2014 (the
“Order”).

In this Disclosure Statement:

· The "Bank" and "BoC(NZ)" mean BOC (New Zealand) Limited;

· "Banking Group" means the Bank and its subsidiaries. As at the date of this first Disclosure Statement, the
Bank does not have any subsidiaries and is the only member of the Banking Group;

· The "Ultimate Parent Bank" and "BoC" mean Bank of China Limited;

· "Board" means the Board of Directors of the Bank; and

· “Reserve Bank” means the Reserve Bank of New Zealand.

Words and phrases not defined in this Disclosure Statement, but defined by the Order, have the meaning given by the
Order when used in this Disclosure Statement. All amounts referred to in this Disclosure Statement are in New
Zealand dollars unless otherwise stated.

Disclosure Statements of the Bank are available, free of charge, at the internet address of www.bankofchina.com/nz.
A printed copy will also be made available, free of charge, upon request and will be dispatched by the end of the
second working day after the day on which the request is made.

2 GENERAL MATTERS
2.1 Registered Bank
BOC (New Zealand) Limited (“the Bank”) was incorporated under the Companies Act 1993 (Company Number:
5305661) on 16 June 2014.

The Bank’s registered office is Mayne Wetherell, Level 23, SAP Tower, 151 Queen Street, Auckland 1010, New
Zealand. The Bank’s principal place of business is Level 17, Tower 1, 205 Queen Street, Auckland 1010, New Zealand.
Bank's website address is www.bankofchina.com/nz.

The Bank is a wholly-owned subsidiary of Bank of China Limited (“BoC”) which is the Bank’s ultimate parent bank (the
“Ultimate Parent Bank”) and ultimate holding company. BoC is incorporated in China and is subject to regulatory
oversight by the China Banking Regulatory Commission (the “CBRC”) and the Government of the People's Republic of
China (China). The address for service of BoC is No.1 Fuxingmen Nei Dajie, Beijing, 100818, People's Republic of China.

At 30 October 2014, the Ultimate Parent Bank has a direct qualifying interest in 100% of the voting securities of the
Bank. In addition, the Ultimate Parent Bank is able to directly appoint up to 100% of the Board of Directors of the
Bank. All appointments to the Board must be approved by the Reserve Bank (refer to the Bank’s conditions of
registration on page 7 of this Disclosure Statement for details of the Reserve Bank’s approval process).
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2.2 Limits on material financial support by the Ultimate Parent Bank
There are no regulations, legislation or other restrictions of a legally enforceable nature in China that may materially
inhibit the legal ability of BoC to provide material financial support to the Bank.

2.3 Banking group
At the date of the Disclosure Statement, the bank does not have any subsidiaries and is the only member of the
Banking Group.

3 DIRECTORATE
3.1 Directors
The Directors of the Bank at the date when this Disclosure Statement was signed were:

Name: Hon. Chris Tremain

Non-executive: Yes

Qualifications: Bachelor of Business Studies
(Accounting), Diploma in Business Studies (Marketing)

Primary occupation: Director

Secondary occupation: Property investment

Country of residence: New Zealand

Independent Director:  Yes

External Directorships: Tremain Capital Limited, Ask
Your Team Limited, Ask Holdings Limited, Africa New
Zealand Trading Company Limited

Name: Hon. Ruth Richardson

Non-executive: Yes

Qualifications: LLB (Hons)

Primary occupation: Director

Secondary occupation: Ruth Richardson [NZ] Limited

Country of residence: New Zealand

Independent Director: Yes

External Directorships:

Chairman: Jade Software Corporation Limited, Syft
Technologies Limited, Kula Fund II Advisory
Committee, Kiwi Innovation Network Limited,  New
Zealand Merino Company Limited; Director: Synlait
Milk Limited)

Name: Dongyi Hua

Non-executive: Yes

Qualifications: Ph.D. in Engineering, Applied
Geophysics

Primary occupation: VDM Group Limited - Executive
Chairman and CEO

Secondary occupation: Director

Country of residence: Australia

Independent Director: Yes

External Directorships Executive Chairman (VDM
Group Limited), Executive Chairman (CITIC Pacific
Mining Management Pty Ltd), Board Chairman (CITIC-
CRCC Consortium Co., Ltd), Vice-president(CITIC
Pacific)
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Name: Shanjun Hu

Non-executive: Yes

Qualifications: Bachelor of Arts

Primary occupation: General Manager & Country Head
–Australia, Bank of China Limited

Secondary occupation: None

Country of residence: Australia

Independent Director: No

External Directorships: None

Name: Mang Li

Non-executive: Yes

Qualifications: Master of Economics

Primary occupation: Deputy General Manager,
Corporate Banking Department, Bank of China Limited

Secondary occupation: Director

Country of residence: PR China

Independent Director: No

External Directorships None

Name: Lei Wang

Non-executive: No

Qualifications:  MBA, Majoring in Finance

Primary occupation: Executive Director,  BOC (New
Zealand) Limited

Secondary occupation: None

Country of residence: New Zealand

Independent Director: No

External Directorships: None
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3.2 Audit Committee
The Bank has an Audit Committee.

The members of the Audit Committee as at the date of this Disclosure Statement are:

Hon. Chris Tremain, Independent Director

Hon. Ruth Richardson, Independent Director

Dongyi Hua, Independent Director

3.3 Responsible person
All the Directors named above have authorised in writing Mr. Lei Wang to sign this Disclosure Statement on their
behalf in accordance with section 82 of the Reserve Bank Act.

3.4 Address for communications
All communications may be sent to the Directors and the Responsible Person at the registered office of the Bank,
Mayne Wetherell, Level 23, SAP Tower, 151 Queen Street, Auckland 1010, New Zealand.

4 CONFLICTS OF INTEREST
The Board is responsible for ensuring that actual and potential conflicts of interest between the Directors’ duty to the
Bank and their personal, professional or business interests are avoided or dealt with.

Accordingly, each Director must:

(a) Disclose to the Board any actual or potential conflicts of interest that may exist or might reasonably be
thought to exist as soon as the situation arises.

(b) If required by the Board, take steps as are necessary and reasonable to resolve any conflict of interest within
an appropriate period.

The Board will determine whether or not the Director declaring a conflict should remain present when the Board
discusses matters about which the conflict relates.

5 INTERESTED TRANSACTIONS
There have been no transactions entered into by any Director, or any immediate relative or close business associate of
any Director, with the Bank:

(a) on terms other than on those which would, in the ordinary course of business of the Bank, be given to any
other person of like circumstances or means; or

(b) which could otherwise be reasonably likely to materially influence the exercise of that Director’s duties.
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6 CREDIT RATINGS
6.1 The Bank’s credit ratings
The Bank has the following credit ratings as at the date the Directors signed this Disclosure Statement.
	 Moody’s	Investor	Service	
Long-term counterparty credit rating A1

Short-term counter party credit rating Prime-1

Outlook Stable

There have been no changes to the above credit ratings or rating outlook since the ratings were obtained on 26
August 2014.

A credit rating is not a recommendation to buy, sell or hold securities of the Bank. Such ratings are subject to revision,
qualification, suspension or withdrawal at any time by the assigning rating agency.

Investors in the Bank’s securities are cautioned to evaluate each rating independently of any other rating.

6.2 Description of credit rating scale
The following is the description of the major rating category of each rating agency for the rating of long term senior
unsecured obligations:

Standard	&	
Poor's	

Moody’s	
Investors	

Service	
Fitch	Ratings	 Description	of	ratings1	

6.2.1 The following grades display investment grade characteristics:

AAA Aaa AAA Ability to repay principal and interest is extremely strong.
This is the highest investment category.

AA Aa AA Very strong ability to repay principal and interest.

A A A
Strong ability to repay principal and interest although
susceptible to adverse changes in economic, business or
financial conditions.

BBB Baa BBB Adequate ability to repay principal and interest. More
vulnerable to adverse changes.
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6.2.2 The following grades have predominantly speculative characteristics:

BB Ba BB
Significant uncertainties exist which could affect the
payment of principal and interest on a timely basis.

	

A B B Greater vulnerability and therefore greater likelihood of
default.

CCC Caa CCC
Likelihood of default considered high. Timely repayment
of principal and interest is dependent on favourable
financial conditions

CC Ca CC to C Highest risk of default.

SD to D C RD to D Obligation currently in default.

((1) This is a general description of the rating categories based on information published by Moody’s Investors Service.

Moody’s Investors Service apply numeric modifiers 1, 2 and 3 to show relative standing within the major ratings
categories with 1 indicating the higher end of that category and 3 indicating the lower end.

Credit ratings by Standard & Poor’s Ratings Services and Fitch Ratings may be modified by the addition of a plus or
minus sign to show relative standing within the major rating categories.

7 GUARANTEE ARRANGEMENTS
7.1 Details of guaranteed obligations
As at the date of this Disclosure Statement, subject to the terms of the Deed of Guarantee (“the Guarantee”) included
in Appendix 1, the obligations of the Bank are guaranteed by BoC, the Ultimate Parent Bank.

Subject to the Guarantee:

(1) There are no limits on the amount of the obligations guaranteed.

(2) There are no material conditions applicable to the Guarantee other than non-performance by the Bank.

(3) There are no material legislative or regulatory restrictions in China that would have the effect of
subordinating the claims under the Guarantee of any of the Bank’s creditors on the assets of the Ultimate

Parent Bank, to other claims on the Ultimate Parent Bank in a winding up of the Ultimate Parent Bank.

(4) The Guarantee does not have an expiry date.

7.2 Details of the guarantor
The guarantor is BoC, which is not a member of the Banking Group. The address for service of the guarantor is No.1,
Fuxingmen Nei Dajie, Beijing 100818, People's Republic of China.

As disclosed in BoC’s unaudited consolidated results for the period ended 30 June 2014, BoC’s total capital for capital
adequacy purposes was RMB1,169,956 million and its total capital ratio was 12.41%. Capital ratios are calculated in
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accordance with the Capital Rules for Commercial Banks (Provisional) (Y.J.H.L [2012] No.1) issued by CBRC.

BoC has the following credit ratings applicable to its long-term senior unsecured obligations payable in RMB as at the
date the Directors signed this Disclosure Statement:

Rating	agency	 Current	credit	rating	 Rating	outlook	

Standard & Poor's Ratings Services A Stable

Moody's Investors Service A1 Stable

Fitch Ratings A Stable

There is no change to the above BoC credit rating or rating outlook in the two years prior to 30 October 2014.

For an explanation of the credit rating scales, see the table under the “6.2 Description of credit rating scales” on page
5 of this Disclosure Statement.

8 PENDING PROCEEDINGS OR ARBITRATION
There are no pending legal proceedings or arbitration at the date of this Disclosure Statement involving the Bank,
whether in New Zealand or elsewhere, that may have a material adverse effect on the Bank.

The contingent liabilities of the Bank are set out in Note 24 Contingencies and commitments of the financial
statements for the period ended 30 October 2014 included within this Disclosure Statement.

9 CONDITIONS OF REGISTRATION
These conditions of registration apply on and after 21 November 2014, except as provided otherwise. The
registration of the Bank as a registered bank is subject to the following conditions:

1. That—

(a) the Total capital ratio of the Banking Group is not less than 8%;

(b) the Tier 1 capital ratio of the Banking Group is not less than 6%;

(c) the Common Equity Tier 1 capital ratio of the Banking Group is not less than 4.5%;

(d) the Total capital of the Banking Group is not less than $30 million; and

(e) the process in Subpart 2H of the Reserve Bank of New Zealand document: “Capital Adequacy
Framework (Standardised Approach)” (BS2A) dated July 2014 is followed for the recognition and
repayment of capital.

For the purposes of this condition of registration, capital, the Total capital ratio, the Tier 1 capital ratio, and
the Common Equity Tier 1 capital ratio must be calculated in accordance with the Reserve Bank of New
Zealand document: “Capital Adequacy Framework (Standardised Approach)” (BS2A) dated July 2014.
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1A.  That—

(a) the Bank has an internal capital adequacy assessment process (“ICAAP”) that accords with the
requirements set out in the document “Guidelines on a bank’s internal capital adequacy assessment
process (‘ICAAP’)” (BS12) dated December 2007;

(b) under its ICAAP the Bank identifies and measures its “other material risks” defined as all material risks
of the Banking Group that are not explicitly captured in the calculation of the Common Equity Tier 1
capital ratio, the Tier 1 capital ratio and the Total capital ratio under the requirements set out in the
document “Capital Adequacy Framework (Standardised Approach)” (BS2A) dated July 2014; and

(c) the Bank determines an internal capital allocation for each identified and measured “other material
risk”.

1B. That, if the buffer ratio of the Banking Group is 2.5% or less, the Bank must:

(a) according to the following table, limit the aggregate distributions of the Bank’s earnings to the
percentage limit to distributions that corresponds to the Banking Group’s buffer ratio:

Banking	Group’s	buffer	ratio	 Percentage	limit	to	distributions	of	the	Bank’s	
earnings	

0% – 0.625% 0%
>0.625 – 1.25% 20%
>1.25 – 1.875% 40%
>1.875 – 2.5% 60%

(b) prepare a capital plan to restore the Banking Group’s buffer ratio to above 2.5% within any
timeframe determined by the Reserve Bank for restoring the buffer ratio; and

(c)  have the capital plan approved by the Reserve Bank.

For the purposes of this condition of registration,—

(d) “buffer ratio”, “distributions”, and “earnings” have the same meaning as in Part 3 of the Reserve Bank
of New Zealand document: “Capital Adequacy Framework (Standardised Approach)” (BS2A) dated
July 2014.

2. That the Banking Group does not conduct any non-financial activities that in aggregate are material relative
to its total activities.

In this condition of registration, the meaning of “material” is based on generally accepted accounting
practice.

3. That the Banking Group’s insurance business is not greater than 1% of its total consolidated assets.

For the purposes of this condition of registration, the Banking Group’s insurance business is the sum of the
following amounts for entities in the Banking Group:

(a) if the business of an entity predominantly consists of insurance business and the entity is not a
subsidiary of another entity in the Banking Group whose business predominantly consists of
insurance business, the amount of the insurance business to sum is the total consolidated assets of
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the group headed by the entity; and

(b) if the entity conducts insurance business and its business does not predominantly consist of
insurance business and the entity is not a subsidiary of another entity in the Banking Group whose
business predominantly consists of insurance business, the amount of the insurance business to sum
is the total liabilities relating to the entity’s insurance business plus the equity retained by the entity
to meet the solvency or financial soundness needs of its insurance business.

In determining the total amount of the Banking Group’s insurance business—

(a) all amounts must relate to on balance sheet items only, and must comply with generally accepted
accounting practice; and

(b) if products or assets of which an insurance business is comprised also contain a non- insurance
component, the whole of such products or assets must be considered part of the insurance business.

For the purposes of this condition of registration,—

“insurance business” means the undertaking or assumption of liability as an insurer under a contract of
insurance:

“insurer” and “contract of insurance” have the same meaning as provided in sections 6 and 7 of the Insurance
(Prudential Supervision) Act 2010.

4. That the aggregate credit exposures (of a non-capital nature and net of any allowances for impairment) of the
Banking Group to all connected persons do not exceed the rating-contingent limit outlined in the following
matrix:

Credit	rating	of	the	Bank1	 Connected	exposure	limit	
(%	of	the	Banking	Group’s	Tier	One	Capital)	

AA/Aa2 and above 75
AA-/Aa3 70
A+/A1 60
A/A2 40
A-/A3 30
BBB+/Baa1 and below 15
(1)This table uses the rating scales of Standard & Poor’s, Fitch Ratings and Moody’s Investors Service. (Fitch Ratings’ scale is identical to Standard & Poor’s.).

Within the rating-contingent limit, credit exposures (of a non-capital nature and net of any allowances for
impairment) to non-bank connected persons shall not exceed 15% of the Banking Group’s Tier 1 capital.

For the purposes of this condition of registration, compliance with the rating-contingent connected exposure
limit is determined in accordance with the Reserve Bank of New Zealand document entitled “Connected
Exposures Policy” (BS8) dated July 2014.

5. That exposures to connected persons are not on more favourable terms (e.g. as relates to such matters as
credit assessment, tenor, interest rates, amortisation schedules and requirement for collateral) than
corresponding exposures to non-connected persons.

6. That the Bank complies with the following corporate governance requirements:
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(a) the board must have at least five directors;

(b) the majority of the Board members must be non-executive Directors;

(c) at least half the Board members must be independent Directors;

(d) an alternate Director,—

(i) for a non-executive Director must be non-executive; and

(ii) for an independent Director must be independent;

(e) at least half of the Directors of the Bank must be ordinarily resident in New Zealand;

(f) chairperson of the Board must be an independent Director; and

(g) the Bank’s constitution must not include any provision permitting a Director, when exercising powers
or performing duties as a Director, to act other than in what he or she believes is the best interests of
the company (i.e. the Bank).

For the purposes of this condition of registration, “non-executive”, “group” and “independent” have the
same meaning as in the Reserve Bank of New Zealand document entitled “Corporate Governance” (BS14)
dated July 2014.

7. That no appointment of any Director, chief executive officer, or executive who reports or is accountable
directly to the chief executive officer, is made in respect of the Bank unless:

(a) the Reserve Bank has been supplied with a copy of the curriculum vitae of the proposed appointee;
and

(b) the Reserve Bank has advised that it has no objection to that appointment.

8. That a person must not be appointed as chairperson of the Board of the Bank unless:

(a) the Reserve Bank has been supplied with a copy of the curriculum vitae of the proposed appointee;
and

(b) the Reserve Bank has advised that it has no objection to that appointment.

9. That the Bank has a Board audit committee, or other separate Board committee covering audit matters, that
meets the following requirements:

(a) the mandate of the committee must include: ensuring the integrity of the Bank’s financial controls,
reporting systems and internal audit standards;

(b) the committee must have at least three members;

(c) every member of the committee must be a non-executive Director of the Bank;

(d) the majority of the members of the committee must be independent; and

(e)      the chairperson of the committee must be independent and must not be the chairperson of the
Bank.

For the purposes of this condition of registration, “non-executive” and “independent” have the same
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meaning as in the Reserve Bank of New Zealand document entitled “Corporate Governance” (BS14) dated
July 2014.

10. That a substantial proportion of the Bank’s business is conducted in and from New Zealand.

11. That the Banking Group complies with the following quantitative requirements for liquidity-risk management:

(a) the one-week mismatch ratio of the Banking Group is not less than zero per cent at the end of each
business day;

(b) the one-month mismatch ratio of the Banking Group is not less than zero per cent at the end of each
business day; and

(c) the one-year core funding ratio of the Banking Group is not less than 75 per cent at the end of each
business day.

For the purposes of this condition of registration, the ratios identified must be calculated in accordance with
the Reserve Bank of New Zealand documents entitled “Liquidity Policy” (BS13) dated July 2014 and “Liquidity
Policy Annex: Liquid Assets” (BS13A) dated July 2014.

12. That the Bank has an internal framework for liquidity risk management that is adequate in the Bank’s view for
managing the Bank’s liquidity risk at a prudent level, and that, in particular:

(a) is clearly documented and communicated to all those in the organisation with responsibility for
managing liquidity and liquidity risk;

(b) identifies responsibility for approval, oversight and implementation of the framework and policies for
liquidity risk management;

(c) identifies the principal methods that the Bank will use for measuring, monitoring and controlling
liquidity risk; and

(d) considers the material sources of stress that the Bank might face, and prepares the Bank to manage
stress through a contingency funding plan.

13. That no more than 10% of total assets may be beneficially owned by a SPV. For the purposes of this
condition,—

“total assets” means all assets of the Banking Group plus any assets held by any SPV that are not included in
the Banking Group’s assets:

“SPV” means a person—

(a) to whom any member of the Banking Group has sold, assigned, or otherwise transferred any asset;

(b) who has granted, or may grant, a security interest in its assets for the benefit of any holder of any
covered bond; and

(c) who carries on no other business except for that necessary or incidental to guarantee the obligations
of any member of the Banking Group under a covered bond.

“covered bond” means a debt security issued by any member of the Banking Group, for which repayment to
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holders is guaranteed by a SPV, and investors retain an unsecured claim on the issuer.

14. That—

(a) no member of the Banking Group may give effect to a qualifying acquisition or business combination
that meets the notification threshold, and does not meet the non-objection threshold, unless:

(i) the Bank has notified the Reserve Bank in writing of the intended acquisition or business
combination and at least 10 working days have passed; and

(ii) at the time of notifying the Reserve Bank of the intended acquisition or business
combination, the Bank provided the Reserve Bank with the information required under the
Reserve Bank of New Zealand Banking Supervision Handbook document “Significant
Acquisitions Policy” (BS15) dated December 2011; and

(b) no member of the Banking Group may give effect to a qualifying acquisition or business combination
that meets the non-objection threshold unless:

(i) the Bank has notified the Reserve Bank in writing of the intended acquisition or business
combination;

(ii) at the time of notifying the Reserve Bank of the intended acquisition or business
combination, the Bank provided the Reserve Bank with the information required under the
Reserve Bank of New Zealand Banking Supervision Handbook document “Significant
Acquisitions Policy” (BS15) dated December 2011; and

(iii) the Reserve Bank has given the Bank a notice of non-objection to the significant acquisition
or business combination.

For the purposes of this condition of registration, “qualifying acquisition or business combination”,
“notification threshold” and “non-objection threshold” have the same meaning as in the Reserve Bank of
New Zealand Banking Supervision Handbook document “Significant Acquisitions Policy” (BS15) dated
December 2011.

15. That, for a loan-to-valuation measurement period, the total of the Bank’s qualifying new mortgage lending
amounts must not for residential properties with a loan-to-valuation ratio of more than 80%, exceed 10% of
the total of the qualifying new mortgage lending amounts arising in the loan-to-valuation measurement
period.

16. That the Bank must not make a residential mortgage loan unless the terms and conditions of the loan
contract or the terms and conditions for an associated mortgage require that a borrower obtain the Bank’s
agreement before the borrower can grant to another person a charge over the residential property used as
security for the loan.

17. That the Bank must not permit a borrower to grant a charge in favour of another person over a residential
property used as security for a residential mortgage loan unless the sum of the lending secured by the charge
and the loan value for the residential mortgage loan would not exceed 80% of the property value of the
residential property when the lending secured by the charge is drawn down.
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18. That the Bank must not provide a residential mortgage loan if the residential property to be mortgaged to the
Bank as security for the residential mortgage loan is subject to a charge in favour of another person unless
the total amount of credit secured by the residential property would not exceed 80% of the property value
when the residential mortgage loan is drawn down.

19. That the Bank must not act as broker or arrange for a member of its Banking Group to provide a residential
mortgage loan.

In these conditions of registration,—

“Banking Group” means BoC (New Zealand) Limited (as reporting entity) and all other entities included in the group
as defined in section 6(1) of the Financial Markets Conduct Act 2013 for the purpose of Part 7 of that Act:

“generally accepted accounting practice” has the same meaning as in section 8 of the Financial Reporting Act 2013.

In conditions of registration 15 to 19,—

“loan-to-valuation ratio”, “loan value”, “property value”, “qualifying new mortgage lending amount” and “residential
mortgage loan” have the same meaning as in the Reserve Bank of New Zealand document entitled “Framework for
Restrictions on High-LVR Residential Mortgage Lending” (BS19) dated July 2014:

“loan-to-valuation measurement period” means—

(a) the period starting on 21 November 2014 and ending on the last day of April 2015; and

(b) thereafter a period of six calendar months ending on the last day of the sixth calendar month, the first of
which ends on the last day of May 2015.

10 PRIORITY OF CREDITORS’ CLAIMS
In the unlikely event that the Bank is put into liquidation or ceased to trade, claims of secured creditors and those
creditors set out in the Seventh Schedule of the Companies Act 1993 would rank ahead of the claims of unsecured
creditors. Deposits from customers are unsecured and rank equally with other unsecured liabilities of the Bank, and
such liabilities rank ahead of any subordinated instruments issued by the Bank.

11 OTHER MATERIAL MATTERS
There are no matters relating to the business or affairs of the Bank which are not contained elsewhere in the
Disclosure Statement and which would, if disclosed, materially affect the decision of a person to subscribe for debt
securities of which the Bank is the issuer.
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12 AUDITOR
The name and address of the Bank's auditor whose report is referred to in this Disclosure Statement is:

Ernst & Young

EY Building

2 Takutai Square Britomart

Auckland 1010

New Zealand

13 HISTORICAL SUMMARY OF FINANCIAL STATEMENTS
As the Bank has not commenced operations prior to the date of this first Disclosure Statement, there is no
historical financial statements for the registered bank’s banking group for each of the 5 most recent consecutive full
year accounting periods other than those attached for the period ended 30 October 2014.

14 DIRECTORS' STATEMENTS
Each Director of the Bank believes, after due enquiry, that, as at the date on which this Disclosure Statement is
signed:

(1) the Disclosure Statement contains all the information that is required by the Order; and

(2) the Disclosure Statement is not false or misleading.

Each Director of the Bank believes, after due enquiry, that, as at the date of registration:

(1) the Bank has complied with all conditions of registration; and

(2) credit exposures to connected persons (if any) were not contrary to the interests of the Banking Group;
and

(3) the Bank had systems in place to monitor and control adequately the material risks of the Banking Group
including credit risk, concentration of credit risk, interest rate risk, currency risk, equity risk, liquidity risk,
operational risk and other business risks, and that those systems were being properly applied .

This Disclosure Statement is dated 3 November 2014 and has been signed by Mr. Lei Wang as the Responsible
Person for and on behalf of all the Directors (by Directors' resolution):

(Signature)

Lei Wang

Executive Director
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APPENDIX 1 - DEED OF GUARANTEE



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 16 -



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 17 -



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 18 -



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 19 -



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 20 -



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 21 -



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 22 -



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 23 -



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 24 -



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 25 -

APPENDIX 2 - FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 OCTOBER
2014
STATEMENT OF COMPREHENSIVE INCOME ............................................................................................................... 26
STATEMENT OF FINANCIAL POSITION ....................................................................................................................... 27
STATEMENT OF CHANGES IN EQUITY ........................................................................................................................ 27
STATEMENT OF CASH FLOWS .................................................................................................................................... 29
1 STATEMENT OF ACCOUNTING POLICIES ........................................................................................................ 30
2 INTEREST INCOME ........................................................................................................................................ 39
3 INTEREST EXPENSE ....................................................................................................................................... 39
4 NET GAINS/(LOSSES) ON FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS ................... 39
5 OTHER OPERATING INCOME ......................................................................................................................... 40
6 OPERATING EXPENSES .................................................................................................................................. 40
7 IMPAIRMENT LOSSES .................................................................................................................................... 40
8 INCOME TAX EXPENSE .................................................................................................................................. 41
9 CASH AND LIQUID ASSETS ............................................................................................................................. 42
10 RECEIVABLES DUE FROM OTHER FINANCIAL INSTITUTIONS ........................................................................... 43
11 FINANCIAL ASSETS HELD FOR TRADING AND DERIVATIVE FINANCIAL INSTRUMENTS ..................................... 43
12 AVAILABLE-FOR-SALE FINANCIAL ASSETS ....................................................................................................... 44
13 LOANS AND ADVANCES ................................................................................................................................. 45
14 ASSET QUALITY .............................................................................................................................................. 45
15 PROPERTY AND EQUIPMENT ......................................................................................................................... 47
16 OTHER ASSETS ............................................................................................................................................... 47
17 PAYABLES DUE TO OTHER FINANCIAL INSTITUTIONS ..................................................................................... 48
18 CUSTOMER DEPOSITS .................................................................................................................................... 48
19 DEBT SECURITIES ON ISSUE ........................................................................................................................... 49
20 OTHER LIABILITIES ......................................................................................................................................... 49
21 CONTRIBUTED EQUITY................................................................................................................................... 49
22 RESERVES ...................................................................................................................................................... 50
23 RETAINED LOSSES .......................................................................................................................................... 50
24 CONTINGENCIES AND COMMITMENTS .......................................................................................................... 50
25 OFFSETTING OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES .................................................................... 51
26 SEGMENT INFORMATION .............................................................................................................................. 52
27 RELATED PARTY TRASACTIONS ...................................................................................................................... 52
28 KEY MANAGEMENT PERSONNEL .................................................................................................................... 53
29 ADDITIONAL INFORMATION ON STATEMENT OF FINANCIAL POSITION .......................................................... 54
30 CONCENTRATION OF CREDIT EXPOSURES ...................................................................................................... 54
31 CREDIT EXPOSURE TO CONNECTED PERSONS AND NON-BANK CONNECTED PERSONS .................................. 56
32 CONCENTRATION OF FUNDING ..................................................................................................................... 57
33 INSURANCE BUSINESS, SECURITISATION, FUNDS MANAGEMENT, OTHER FIDUCIARY ACTIVITIES AND THE

MARKETING AND DISTRIBUTION OF INSURANCE PRODUCTS ......................................................................... 58
34 FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES ....................................................................................... 58
35 RISK MANAGEMENT ...................................................................................................................................... 60
36 CAPITAL ADEQUACY (UNAUDITED) ................................................................................................................ 70
37 EVENTS SUBSEQUENT TO THE REPORTING DATE........................................................................................... 78
INDEPENDENT AUDITOR’S REPORT ........................................................................................................................... 81

	



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 26 -

STATEMENT OF COMPREHENSIVE INCOME

The above statement of comprehensive income should be read in conjunction with the accompanying notes.

For	the	period	ended	30	October	2014	 Note

						2014	
$000	

Interest income 2 -

Interest expense 3 -

Net interest income -

Net gain/(loss) on financial instruments at fair value through profit or loss 4 -

Other operating income 5 -

Operating expenses 6 (681)

Impairment losses 7 -

Loss  before income tax (681)

Income tax expense 8 -

Net loss for the period (681)

Other comprehensive income

Available-for-sale financial assets:

        Gain/(loss) arising during the period -

        Less: reclassification adjustments for gain/(loss) -

Other comprehensive income for the period, net of tax -

Total comprehensive income for the period (681)



BOC (New Zealand) Limited
Disclosure Statement for the period ended 30 October 2014

- 27 -

STATEMENT OF FINANCIAL POSITION

Hon. Chris Tremain Lei Wang
Director Executive Director
The above statement of financial position should be read in conjunction with the accompanying notes.

As	at	30	October	2014	 Note

						2014	
$000	

Assets

Cash and liquid assets 9 63,307
Receivables due from other financial institutions 10 -
Financial assets held for trading 11 -
Derivative assets 11 -
Available-for-sale financial assets 12 -
Loans and advances 13 -
Property and equipment 15 789
Tax recoverable 8 -
Deferred tax assets 8 -
Other assets 16 55
Total assets 64,151

Liabilities

Payable due to other financial institutions 17 760
Derivative liabilities 11 -
Customer deposits 18 -
Debt securities on issue 19 -
Current tax liabilities 8 -
Deferred tax liabilities 8 -
Other liabilities 20 765
Total liabilities 1,525

Net assets 62,626

Equity

Contributed equity 21 63,307
Reserves 22 -
Retained losses 23 (681)
Total equity 62,626
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STATEMENT OF CHANGES IN EQUITY

For	the	period	ended	30	October	2014	 Note

Contributed	
equity

$000
						Reserves

$000

Retained	
losses	

$000	
Total	equity

$000
Contributed share capital 21 63,307 - (681) 62,626

Total comprehensive income for the period - - - -

Balance as at 30 October 2014 63,307 - (681) 62,626

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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STATEMENT OF CASH FLOWS

		For	the	period	ended	30	October	2014	 Note
2014	
$000	

Cash flows from operating activities
Interest received -
Interest paid -
Other operating income received -
Operating expenses paid -
Income taxes paid -
Net cash flows from operating activities before changes in operating assets and
liabilities -
Net changes in operating assets and liabilities:

Net change in loans and advances -
Net change in financial assets held for trading -
Net change in derivative assets and liabilities -
Net change in customer deposits -
Net change in payable due to other financial institutions -
Net change in receivables due from other financial institutions -
Net change in tax recoverable -
Net change in deferred tax assets/liabilities -
Net change in current tax liabilities -
Net change in other assets -
Net change in other liabilities -

Net cash flow from operating activities -

Cash flow from investing activities
Purchase of property and equipment -
Purchase of available-for-sale assets -
Net cash flow from investing activities -

Cash flow from financing activities
Issuance of ordinary shares 63,307
Proceeds from the issuance of debt securities -
Net cash flow from financing activities 63,307

Net change in cash and cash equivalents 63,307
Cash and cash equivalents at beginning of the period -
Cash and cash equivalents at end of the period 9 63,307

The above statement of cash flows should be read in conjunction with the accompanying notes.
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1 STATEMENT OF ACCOUNTING POLICIES

1.1 Reporting Entity

The reporting entity is BOC (New Zealand) Limited (the “Bank”). The Bank does not prepare group financial
statements as it does not have any subsidiaries. The Bank is a company incorporated in New Zealand under the
Companies Act 1993 on 16 June 2014 and is registered under Company Number 5305611. The Bank’s registered office
is Mayne Wetherell, Level 23, SAP Tower, 151 Queen Street, Auckland 1010, New Zealand. The Bank’s principal place
of business is Level 17, Tower 1, 205 Queen Street, Auckland 1010, New Zealand. The principal activity of the Bank is
the provision of a range of banking products and services to business, retail, corporate and institutional customers.

The financial statements are for the period from 16 June 2014 (the Bank’s date of incorporation) to 30 October 2014
and have been prepared in accordance with the requirements of the Financial Reporting Act 1993 and the Registered
Bank Disclosure Statements (New Zealand Incorporated Registered Banks) Order 2014 (“the Order”). They were
approved for issue by the Board of Directors of the Bank (the “Board”) on 3 November 2014.

1.2 Basis of preparation

These general purpose financial statements have been prepared in accordance with Generally Accepted Accounting
Practice in New Zealand (“NZ GAAP”). The financial statements of the Bank also comply with New Zealand equivalents
to International Financial Reporting Standards (NZ IFRS) and other applicable Financial Reporting Standards as
appropriate for profit-oriented entities. The financial statements have been prepared on a historical cost basis,
modified by the application of fair value measurements required or allowed by relevant accounting standards. These
financial statements also comply with International Financial Reporting Standards.

1.3 Accounting estimates and assumptions

The preparation of these financial statements requires the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying the Bank’s accounting policies. Although the Bank
has internal control systems in place to ensure that estimates can be reliably measured, actual amounts may differ
from those estimates. The areas involving a higher degree of judgment or areas where assumptions are significant to
the Bank include following:

- Provision for Loan losses (Note 1.4 (e))

- Fair value of financial assets (Note 1.4(c))

- Fair value of Derivative instruments (Note 1.4 (h))

- Loan origination costs (Note 1.4 (k))

- Deferred tax assets recovery (Note 1.4 (l))
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1.4 Summary of significant accounting policies

(a) Foreign currency

Both the functional and presentation currency of the Bank are New Zealand Dollars.

Transactions in foreign currencies are translated into the functional currency at the exchange rates prevailing at the
date of the transaction. All monetary assets and liabilities denominated in foreign currencies are retranslated at the
spot rates of exchange prevailing at the end of reporting period. Impacts of changes in the spot rates are recorded in
the statement of comprehensive income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value is determined. The gain or loss
arising on translation of non-monetary items measured at fair value is treated in line with the recognition of gain or
loss on change in fair value of the item (i.e., translation differences on items whose fair value gain or loss is
recognised in other comprehensive income or profit or loss are also recognised in other comprehensive income or
profit or loss, respectively).

(b) Cash and cash equivalents

For the purposes statement of the cash flow, cash and cash equivalents comprise balances with an original maturity
of less than three months, including non-restricted balances with the central bank, due from banks, placements with
banks and other financial institutions, short-term bills and notes classified as financial assets held for trading and
available-for-sale financial assets.

(c) Fair value measurement

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. The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability takes place either:

· In the principal market for the asset or liability, or
· In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by the Bank.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.
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The Bank uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

(d) Financial assets

Financial assets comprise items such as receivable due from other financial institutions, financial assets held for
trading, available-for-sale financial assets, derivatives financial instruments and loans and advances to customers.
Financial assets are classified into the following categories: financial assets at fair value through profit or loss,
available-for-sale financial assets, investments held to maturity and loans and receivables.

Financial assets at fair value through profit or loss

Financial assets in this category include financial assets held for trading.  A financial asset is classified as held for
trading if it is acquired principally for the purpose of selling or repurchasing in the near term, or forms part of a
portfolio of financial instruments that are managed together and for which there is evidence of short term profit
taking, or it is a derivative (not in a qualifying hedging relationship). Purchases and sales of financial assets classified
at fair value through profit or loss are recognised at fair value on trade date, with transaction costs being recognised
in profit or loss immediately. Subsequent changes in fair value are recorded in net gain or loss on financial assets at
fair value through profit or loss in the profit or loss.

Available-for-sale financial assets

Available-for-sale financial assets comprise non-derivative financial assets that are designated as available for sale or
are not categorized into any of the categories of: (i) fair value through profit or loss; or (ii) held to maturity; or (iii)
loans and receivables.

Available-for-sale financial assets are initially recognised at fair value plus transaction costs. Gains and losses arising
from subsequent changes in fair value are included in other comprehensive income until the asset is derecognised or
impaired, at which time the cumulative gain or loss is transferred to the profit or loss.

Held-to-maturity investments

Non-derivative financial assets with fixed payments and fixed maturity are classified as held to maturity when the
Bank has the positive intention and ability to hold to maturity.

Held-to-maturity investments are subsequently measured at amortised cost. This cost is computed as the amount
initially recognised minus principal repayments, plus or minus the cumulative amortisation using the effective interest
rate method of any difference between the initially recognised amount and the maturity amount. This calculation
includes all fees paid or received between parties to the contract that are an integral part of the effective interest
rate, transaction costs and all other premiums and discounts. For investments carried at amortised cost, gains and
losses are recognised in profit or loss when the investments are derecognised or impaired, as well as through the
amortisation process.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments, that are not quoted in
an active market and which are not classified as available for sale or at fair value through profit or loss. Loans and
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receivables are initially recognised at fair value including direct and incremental transaction costs and subsequently
recorded at amortised cost, using the effective interest method, adjusted for impairment losses  Gains and losses are
recognised in the profit or loss when such assets are derecognised or impaired, as well as through the amortisation
process.  Under the effective interest method, fee income and costs directly related to the origination of the loan are
deferred over the expected life of the asset or, where appropriate, a shorter period. Loans and receivables include
receivables due from other financial institutions and loans and advances provided to customers.

(e) Impairment of financial assets

Assets carried at amortised cost

The Bank assesses at each reporting date whether there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or a group of financial assets is impaired and impairment losses are
incurred if, and only if, there is objective evidence of impairment as a result of one or more events that occurred after
the initial recognition of the asset (a ‘‘loss event’’) and that loss event (or events) has an impact on the estimated
future cash flows of the financial asset or group of financial assets that can be reliably estimated. Objective evidence
that a financial asset or group of assets is impaired includes observable data that comes to the attention of the Bank
about the following loss events:

(1) significant financial difficulty of the issuer or obligor;

(2) a breach of contract, such as a default or delinquency in interest or principal payments;

(3) the Bank granting to the borrower, for economic or legal reasons relating to the borrower’s financial
difficulty, a concession that the lender would not otherwise consider;

(4) it becoming probable that the borrower will enter into bankruptcy or other financial reorganisation;

(5) the disappearance of an active market for that financial asset because of financial difficulties; or

(6) observable data indicating that there is a measurable decrease in the estimated future cash flows from a
group of financial assets since the initial recognition of those assets, although the decrease cannot yet be
identified with the individual financial assets in the bank, including:

(a) adverse changes in the payment status of borrowers in the bank; or

(b) national or local economic conditions that correlate with defaults on the assets in the bank.

The Bank first assesses whether objective evidence of impairment exists individually for financial assets that are
individually significant. The Bank then performs a collective assessment for all other financial assets that are not
individually significant or for which impairment has not yet been identified. If the Bank determines that no objective
evidence of impairment exists for an individually assessed financial asset, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is or continues to be recognised are not
included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on loans and receivables or held-to-maturity investments has
been incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and the
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present value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced through the use of
an allowance account and the amount of the loss is recognised in the income statement. If a loan or held-to-maturity
investment has a variable interest rate, the discount rate for measuring any impairment loss is the current effective
interest rate determined under the contract. As a practical expedient, the Bank may measure impairment on the basis
of an instrument’s fair value using an observable market price.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the
cash flows that may result from foreclosure less costs for obtaining and selling the collateral, whether or not
foreclosure is probable.

For the purposes of a collective assessment of impairment, financial assets are grouped on the basis of similar and
relevant credit risk characteristics. Those characteristics are relevant to the estimation of future cash flows for groups
of such assets by being indicative of the debtors’ ability to pay all amounts due according to the contractual terms of
the assets being evaluated.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated on the
basis of the contractual cash flows of the assets in the group and historical loss experience for assets with credit risk
characteristics similar to those in the group. Historical loss experience is adjusted on the basis of current observable
data to reflect the effects of current conditions that did not affect the period on which the historical loss experience is
based and to remove the effects of conditions in the historical period that do not exist currently.

Estimates of changes in future cash flows for groups of assets should reflect and be directionally consistent with
changes in related observable data from period to period. The methodology and assumptions used for estimating
future cash flows are reviewed regularly by the Bank to reduce any differences between loss estimates and actual loss
experience.

When a loan is uncollectible, it is written off against the related allowances for loan impairment. Such loans are
written off after all the necessary procedures have been completed and the amount of the loss has been determined.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the
previously recognised impairment loss is reversed by adjusting the allowance account. The amount of the reversal is
recognised in the statement of comprehensive income.

(f) Financial liabilities
Financial liabilities comprise items such as payable due to other financial institutions, derivative financial
instruments, customer deposits and debt securities on issue.

Financial liabilities may be held at fair value through profit or loss or at amortised cost. Items held at fair value
through profit or loss comprise both items held for trading and items specifically designated at fair value through
profit or loss on initial recognition. A financial liability is classified as held for trading if it is incurred principally for the
purpose of selling in the near term, or forms part of a portfolio of financial instruments that are managed together
and for which there is evidence of short term profit taking, or it is a derivative (not in a qualifying hedge
relationship).
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Financial liabilities held at fair value through profit or loss are initially recognised at fair value with transaction costs
being recognised immediately in the profit or loss. Subsequently, they are measure at fair value and any gains and
losses are recognised in the profit or loss as they arise.

All other financial liabilities, including customer deposits, payable due to other financial institutions, debt securities
on issue and amount due to related entities are measured at amortised cost using the effective interest method.

Customer deposits

Customer deposits include term deposits and at call deposits. They are brought to account at the value of the
outstanding balance. Interest is taken to account as accrued.

Debt securities on issue

Debt securities on issue are discounted bills initially recognised at amortised cost including directly attributable
transaction costs and subsequently measured at amortised cost. Interest and yield related fees are recognised on an
effective interest basis.

(g) Derecognition of financial assets and financial liabilities

The Bank derecognises financial assets when the rights to receive cash flows from the asset have expired or when the
Bank transfers its rights to receive cash flows from the asset together with substantially all the risks and rewards of
the asset. The Bank enters into certain transactions where it transfers financial assets recognised on the statement of
financial position but retains either all or a majority of the risks and rewards of the transferred financial assets. If all or
substantially all risks and rewards are retained, the transferred financial assets are not derecognised from the
statement of financial position.

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires. Where
an existing financial liability is replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition
of the original liability and the recognition of a new liability. The difference in the respective carrying amounts is
recognised in the statement of comprehensive income.

(h) Derivative financial instruments

The Bank is exposed to changes in interest rates and foreign exchange rates from its activities. The Bank uses cross-
currency swaps and interest-rate swaps as derivative financial instruments to hedge these risks. Derivative
instruments are classified as trading. Such derivative financial instruments are initially recognised at fair value on the
date on which a derivative contract is entered into and are subsequently remeasured at  fair value with change in fair
value recognised in the profit or loss. Derivatives are carried as assets when the fair value is positive and as liabilities
when the fair value is negative.

The fair value of forward exchange contracts is calculated by reference to current forward exchange rates for
contracts with similar maturity profiles. The fair value of interest rate swap contracts is determined by reference to
market values for similar instruments.

The Bank does not apply hedge accounting under NZ IAS 39.
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(i) Property and equipment

Cost and valuation

All classes of property and equipment are measured at cost less accumulated depreciation and any impairment in
value. The cost of an item of property and equipment comprises purchase price, tax and any directly attributable
costs of bringing it to its present working condition and location for its intended use. The subsequent expenditures
incurred is capitalized when future economic benefits associated with the item will flow to the Bank and the cost of
the item can be measured reliably.  Other expenditures, such as repairs and maintenance, are recognised in the profit
or loss in the period in which it is incurred.

Depreciation

Depreciation amount  of an item of property, plant and equipment is calculated using the straight-line method to
allocate the cost less any estimated residual value over its estimated useful life.

Leasehold improvements                           lesser of 5 years or the remaining lease term

Office furniture and equipment 5 years
Computer equipment 3 years
Motor vehicles 5 years

Residual values and useful lives are reviewed and adjusted if appropriate at each balance date. Property and
equipment are periodically reviewed for impairment. Where the carrying amount of an asset is greater than its
estimated recoverable amount, it is written down immediately through the statement of comprehensive income to
its recoverable amount.

(j) Contributed equity

Issued and paid up share capital is recognised at the fair value of the consideration received by the Bank. Transaction
costs (if any) arising on issue of ordinary shares are recognised in the value of share capital.

(k) Revenue and expense recognition

Income is recognised to the extent that it is probable that the economic benefits will flow to the entity and the
revenue can be reliably measured.

Net interest income is reflected in the statement of comprehensive income using the effective interest method. Fees
and direct costs related to loan origination, financing or restructuring and loan commitments are deferred and
amortised to interest income over the life of the loan using effective interest method.

Other operating income includes fee and commission income  and foreign exchange gains and losses.  Unless included
in the effective interest calculation, fees and commissions are recognised on an accrual basis when the related service
has been provided.

Operating lease payments are recognised in the statement of comprehensive income on a straight-line basis over the
term of the lease, unless another systematic basis is more representative of the time pattern of the benefit received.
All other expenses, excluding interest expense, are recognised in the statement of comprehensive income on an
accrual basis.
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(l) Income tax

Income tax expense comprises of current and deferred income tax expenses based on applicable tax laws.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year based on tax rates
(and tax laws) that have been enacted or substantively enacted by the reporting date and any adjustment to tax
payable or receivable in respect of previous years.

Deferred income tax is provided on all temporary differences between tax bases of assets and liabilities and their
carrying amounts.

Deferred income tax liabilities are recognised for all taxable temporary difference.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax
assets and unused tax losses, to the extent that it is probable that taxation profit will be available against which the
deductible temporary differences, and the carry-forward of unused tax and unused tax losses can be utilised.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent that
it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax
asset to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when
the assets is realised or liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the reporting date.

(m)Employee leave benefits

Employee benefits refer to all forms of consideration and other related expenditure given by the Bank in exchange for
services rendered by employees.  The benefits payable are recognised as liabilities during the period in which the
employees  have rendered services  to the Bank. If the effect of discounting the benefits payable which are payable
after one year from the end of the reporting period is significant, the Bank will present them at their present value.

(n) Comparative figures

Given that this is the first period of operation of the Bank and these are the first set of financial statements of the
Bank, there is no comparative information for the prior period.

(o) Roundings

The amount contained in this report and the financial statements are presented in thousand New Zealand Dollars.

(p) Changes in accounting policies

Since this is the first period of operation of the Bank and these are the first set of financial statements of the
Bank, there have been no changes to accounting policies in the period ended 30 October 2014.
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(q) New accounting standards and interpretations

The following new standards and amendments to standards relevant to the Bank have been issued. The Bank
does not intend to apply these standards until their effective dates.

(1) NZ IFRS 9 Financial Instruments replaces part of NZ IAS 39 Financial Instruments: Recognition and
Measurement and is effective for annual periods beginning on or after 1 January 2018. According to
the new standard, financial assets that are debt instruments will be classified based on (1) the
objective of the entity's business model for managing the financial assets; (2) the characteristics of
the contractual cash flows. It allows an irrevocable election on initial recognition to present gains and
losses on investments in equity instruments that are not held for trading in other comprehensive
income.  Dividends in respect of these investments that are a return on investment can be recognised
in profit or loss and there is no impairment or recycling on disposal of the instrument. Financial assets
can be designated and measured at fair value through profit or loss at initial recognition if doing so
eliminates or significantly reduces a measurement or recognition inconsistency that would arise from
measuring assets or liabilities, or recognising the gains and losses on them, on different bases. Where
the fair value option is used for financial liabilities the change in fair value is to be accounted for as
follows: The change attributable to changes in credit risk is presented in other comprehensive income
(OCI); and the remaining change is presented in profit or loss. The Bank is in the process of evaluating
potential effect of this standard.

(2) NZ IFRS 15 Revenue from Contracts with Customers is effective for annual periods beginning on or
after 1 January 2017 and addresses recognition of revenue from contracts with customers. It replaces
the current revenue recognition guidance in IAS 18 Revenue and is applicable to all entities with
revenue. The core principle of NZ IFRS 15 is that an entity recognises revenue to depict the transfer of
promised goods or services to customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services.  The Bank has yet to assess the
full impact of NZ IFRS 15.

The Bank has also considered all other standards issued but not yet effective and determined that they have
no material impact on the financial statements.
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2 INTEREST INCOME

For	the	period	ended	30	October	2014	

						2014	
$000	

Cash and liquid assets -
Loans and advances* -
Available-for-sale securities -
Receivable due from other financial institutions -
Total interest income -

*Within this balance, interest earned on restructured and impaired assets is $nil.

3 INTEREST EXPENSE

For	the	period	ended	30	October	2014	

						2014	
$000	

Customer deposits -
Payable due to other financial institutions -
Debt securities on issue -
Total interest expense -

4 NET GAINS/(LOSSES) ON FINANCIAL INSTRUMENTS AT FAIR VALUE
THROUGH PROFIT OR LOSS

For	the	period	ended	30	October	2014	 	

						2014	
$000	

Derivative financial instruments held for trading -
Financial assets held for trading -
Cumulative gain/(loss) transferred from the available-for-sale reserve -
Total net gains/(losses) on financial instruments at fair value through profit or loss -
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5 OTHER OPERATING INCOME

For	the	period	ended	30	October	2014	 	

						2014	
$000	

Fees and commissions -
Income from exchange of foreign currency -
Other income -
Total other operating income -

6 OPERATING EXPENSES

For	the	period	ended	30	October	2014	 	

						2014	
$000	

Professional fee    505
Rent expense on operating leases 49
Registration fee 21
Depreciation -
Other administrative expenses 106
Total operating expenses 681

7 IMPAIRMENT LOSSES

For	the	period	ended		30	October	2014	

Residential	
mortgages		

$000	

Corporate	
exposures	

$000	

Other	
exposures	
excluding	

sovereigns	
and	central	

banks		
$000	

Total	credit	
exposures	

$000	
Movement in collectively assessed provisions - - - -
Movement in individually assessed provisions - - - -
Bad debts written-off directly to the profit or loss - - - -
Bad debts recovered - - - -
Total impairment losses - - - -
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8 INCOME TAX EXPENSE

For	the	period	ended	30	October	2014	 	

						2014	
$000	

Current tax -

Deferred tax -

Total income tax expense -

Deferred income tax expense / (revenue) included in income tax expense comprises -

(Increase) / decrease in deferred tax assets and liabilities -

Numerical reconciliation of income tax expense to prima facie tax payable:

For	the	period	ended	30	October	2014	 	

						2014	
$000	

Loss  for the period -

Prima facie income tax at 28% -

Income tax expense -

Amounts recognised directly in equity

For	the	period	ended	30	October	2014	 	

						2014	
$000	

Deferred tax on unrealised loss on available-for-sale financial assets -

Recognised deferred tax assets and liabilities

For	the	period	ended	30	October	2014	 	

						2014	
$000	

The balance comprises temporary differences attributable to: -

Loan provision -

Unrealised loss on available-for-sale financial assets -

Deferred tax assets -

Unrealised loss on available-for-sale financial assets -

Deferred tax liabilities -
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9 CASH AND LIQUID ASSETS
Reconciliation of cash and cash equivalents

	
2014	
$000	

Cash and liquid assets 63,307
Receivable due from other financial institutions within 3 months -

Available-for-sale financial assets within 3 months -

63,307

Reconciliation from net profit after tax to the net cash flows from operating activities

For	the	period	ended	30	October	2014	
2014	
$000	

Net loss for the period (681)

Adjustments for non-cash items:

Provisions for loans and advances -

Net gain/loss on disposal of available-for-sales financial assets -

Unrealised gain/loss on financial instruments -

Purchase of property and equipment (789)

Depreciation expense -

Changes in assets and liabilities

Net change in payables due to other financial institutions 760

Net change in receivables due from other financial institutions -

Net change in deferred tax assets/liabilities -

Net change in loans and advances -

 Net change in tax recoverable -

Net change in other assets (55)

Net change in current tax liabilities -

Net change in customer deposits -

Net change in other liabilities 765

Net cash flows from operating activities -
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10RECEIVABLES DUE FROM OTHER FINANCIAL INSTITUTIONS

As	at	30	October	2014	 	

						2014	
$000	

Balances with Reserve Bank of New Zealand -

Due from other financial institutions -

Due from related entities -

Total receivables due from other financial institutions -

Maturity analysis of receivable due from other financial institutions

As	at	30	October	2014	 	

						2014	
$000	

Not longer than 3 months -

Longer than 3 months and not longer than 12 months -

Total receivables due from other financial institutions -

11FINANCIAL ASSETS HELD FOR TRADING AND DERIVATIVE FINANCIAL
INSTRUMENTS

Financial assets held for trading

As	at	30	October	2014	 	

						2014	
$000	

Debt securities - listed -

Debt securities - unlisted -

Equity investments - listed -

Equity investments - unlisted -

Total financial assets held for trading -
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Derivative financial instruments

As	at	30	October	2014	

Notional	
principal	

amount	
$000	 Assets	

Fair	values	
$000	

Liabilities	
Forward exchange derivatives

Forward foreign exchange contracts - - -

Swaps - - -

Option contracts - - -

Total foreign exchange derivatives - - -

Interest rate derivatives

Forward rate agreements - - -

Swaps - - -

Option contracts - - -

Total interest rate derivatives - - -

12AVAILABLE-FOR-SALE FINANCIAL ASSETS

As	at	30	October	2014	 	

						2014	
$000	

Bonds -

Maturity analysis of available-for-sale financial assets

As	at	30	October	2014	 	

						2014	
$000	

Not longer than 3 months -

Longer than 3 months and not longer than 12 months -

Longer than 1 year but not longer than 5 years -

Total available-for-sale financial assets -
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13LOANS AND ADVANCES

As	at	30	October	2014	 	

						2014	
$000	

Gross loans and advances: -

Housing loans -

Personal loans -

Corporate loans -

Overdrafts -
Provision for impairment: -

Collective provision -
Individually assessed provision -

Loan and advances are not held for trading and are not quoted in an active market. All loans have variable interest
rates, the discount rates for measuring any impairment loss are the current effective interest rates determined under
the contracts. The carrying amount of the loan is a reasonable approximation of fair value since the applicable rate is
close to the observable market rate.

14 Asset Quality

As	at		30	October	2014	

Residential	
mortgages		

$000	

Corporate	
exposures	

$000	

Other	
exposures	
excluding	

sovereigns	
and	central	

banks		
$000	

Total	credit	
exposures	

$000	
Neither past due nor impaired - - - -
Strong - - - -
Good/Satisfactory - - - -
Weak - - - -
Total neither past due nor impaired - - - -

Past due but not impaired - - - -

Less than 30 days past due - - - -

least 30 days but less than 60 days past due - - - -

least 60 days but less than 90 days past due - - - -

least 90 days past due - - - -

Total past due but not impaired - - - -
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As	at		30	October	2014	

Residential	
mortgages		

$000	

Corporate	
exposures	

$000	

Other	
exposures	
excluding	

sovereigns	
and	central	

banks		
$000	

Total	credit	
exposures	

$000	

Individually impaired assets - - - -

Balance at beginning of the period - - - -

Additions - - - -

Amounts written off - - - -

Deletions - - - -

Total individually impaired assets - - - -

Total gross loans and advances - - - -

Individually assessed provisions - - - -

Balance at beginning of the period - - - -

 Charge/(credit) to the statement of
comprehensive income: - - - -

New provisions - - - -

Amounts recovered - - - -
Reversal of previously recognised impairment
loss - - - -

Amounts written off - - - -

Balance at end of the period - - - -

Collectively assessed provisions - - - -

Balance at beginning of the period - - - -

Charge (credit) to the statement of
comprehensive income - - - -

Balance at end of the period - - - -

Total provisions for impairment losses - - - -

Total net loans and advances - - - -

Undrawn balances on lending commitments to counterparties for whom drawn balances are classified as individually
impaired were $nil as at 30 October 2014.

The Bank did not have other assets under administration as at 30 October 2014.
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15PROPERTY AND EQUIPMENT

	 2014	

	

Office	furniture	
and	equipment	

$000	

Leasehold	
improvements		

$000	

	
	

Work	in	
progress	

$000	
Total	
$000	

Cost 44 - 745 789
Accumulated depreciation - - - -
Accumulated impairment - - - -

44 - 745 789

Reconciliations of the carrying amounts for each class of property and equipment are set out below:

	 	 2014	

	

Office	furniture	
and	equipment

$000	

Leasehold	
improvements		

$000	

	
	

Work	in	
progress

$000
Total	
$000	

Opening balance - - - -
Purchase 44 - 745 789
Written off - - - -
Depreciation - - - -
Closing balance 44 - 745 789

16OTHER ASSETS

As	at	30	October	2014	

						2014	
$000	

Accrued interest receivable -
Prepaid expenses 55

Total other assets 55
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17PAYABLES DUE TO OTHER FINANCIAL INSTITUTIONS

As	at	30	October	2014	 	

						2014	
$000	

Due to other financial institutions -

Due to related entities 760

Total payables due to other financial institutions 760

18CUSTOMER DEPOSITS

As	at	30	October	2014	
2014	
$000	

Term deposits -

Saving/Demand deposits -

Margin deposits -

Total customer deposits -

Maturity analysis of customer deposits

As	at	30	October	2014	 	

						2014	
$000	

Not longer than 3 months -

Longer than 3 months and not longer than 12 months -

Longer than 1 year but not longer than 5 years -

Longer than 5 years -

Total customer deposits -

Customer Deposits are not held for trading and are not quoted in an active market. Most of the deposits have
relatively short maturity terms. The carrying amount of the deposits is a reasonable approximation of fair value since
the applicable rate is close to the observable market rate.
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19DEBT SECURITIES ON ISSUE

As	at	30	October	2014	 	

						2014	
$000	

Certificates of deposits -

  Other debt securities -

Total debt securities issued -

Current -

Non-current -

20OTHER LIABILITIES

As	at	30	October	2014	 	

						2014	
$000	

Accrued interest payable -

Accounts payable 765

Total other liabilities 765

21CONTRIBUTED EQUITY

As	at	30	October	2014	
2014	

Number	of	shares	
2014	
$000	

Ordinary shares of $1 each 63,307,266 63,307

63,307,266 63,307

The authorised ordinary shares capital of the Bank comprises 63,307,266 shares, which do not have a par value. On
16 June 2014, the Bank issued 100 ordinary shares without consideration when the Bank was first incorporated. On
30 October 2014, the Bank further issued 63,307,166 ordinary shares to BoC, its Ultimate Parent Bank for $1.00 per
share, which has been fully paid as at 30 October 2014.  Each of the 63,307,266 ordinary shares entitles the
shareholders to one vote at meetings of shareholders and share equally in dividends authorised in respect of the
ordinary shares and any proceeds available to ordinary shareholders on winding up of the Bank.

During the period ended 30 October 2014 the Bank paid dividends of $nil to the Ultimate Parent Bank (equivalent to
$nil per share).
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22RESERVES

As	at	30	October	2014	 	
2014	
$000	

Available-for-sale financial assets reserve -

Opening balance -

Recognised in equity -

Deferred tax on unrealised loss on available-for-sale financial assets -

Closing balance -

The available-for-sale reserves relate to the unrealised revaluation gains/losses on the available-for-sale financial
assets.

23RETAINED LOSSES

As	at	30	October	2014	 	
2014	
$000	

Opening balance -

Dividends paid to owner -

Loss attributable to owner (681)

Closing balance (681)

24CONTINGENCIES AND COMMITMENTS
Operating lease commitments

As	at	30	October	2014	 	
2014	
$000	

Operating lease commitments under non-cancellable operating leases

Not later than 1 year 413

Later than 1 year and not later than 5 years 741

Later than 5 years 911

2,065

The Bank leases office premise under non-cancellable operating lease agreements.

Capital commitment

As at 30 October 2014, is the Bank has no capital commitment.
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Contingent liabilities

As	at	30	October	2014	 	
2014	
$000	

Loan commitments -

Letter of guarantee -

Credit card facility -

Total contingent liabilities -

25OFFSETTING OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES
Financial Assets

The following financial assets are subject to offsetting, enforceable master netting arrangements and similar
agreements.

	 	 	 	

Related	amounts	not	set-off	
in	the	statement	of	financial	

position	 	

As	at	30	October	2014	

Cross	
amounts	of	
recognised	

financial	
assets	

$000	

Amount	that	are	
set	off	in	

accordance	with	
IAS	32	

$000	

Net	amounts	of	
financial	assets	

presented	in	the	
statement	of	

financial	
position	

$000	

Financial	
instruments	

$000	

Cash	
collateral	

received	
$000	

Total	
$000	

Assets - - - - - -
Cash and liquid assets - - - - - -
Receivables due from other financial
institutions

- - - - - -
Derivative assets - - - - - -
Available-for-sale financial assets - - - - - -
Loans and advances - - - - - -
Property and equipment - - - - - -
Tax recoverable - - - - - -
Deferred tax assets - - - - - -
Other assets - - - - - -
Total assets - - - - - -
Liabilities - - - - - -
Payables due to other financial institutions - - - - - -
Derivative liabilities - - - - - -
Customer deposits - - - - - -
Debt securities on issue - - - - - -
Deferred tax liabilities - - - - - -
Other liabilities - - - - - -
Total liabilities - - - - - -
Net mismatch - - - - - -
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26SEGMENT INFORMATION
The Bank considers that it operates within a single business and geographic segment, being the provision of banking
and financial service, within New Zealand.

27RELATED PARTY TRASACTIONS
The Bank is a wholly owned subsidiary of Bank of China Limited (BoC), a company incorporated in China. The Ultimate
Parent Bank of the Bank is also BoC. The Ultimate Parent Bank Group refers to the Ultimate Parent Bank and its
subsidiaries. As at 30 October 2014, the Bank had no controlled entities.

Transactions with related parties

For	the	period	ended	30	October	2014	
2014	
$000	

Interest income
Received from Ultimate Parent Bank -
Interest expense
Paid to Ultimate Parent Bank -
Non-interest income
Received from Ultimate Parent Bank -
Operating expenses
Paid to Ultimate Parent Bank -

-

There were no debts with any related parties written off or forgiven during the period ended 30 October 2014.

Balances with related parties

As	at	30	October	2014 	
2014	
$000	

Due from related parties1 -

Due from Ultimate Parent Bank -

Total related party assets -

Due to related parties2

Due to Ultimate Parent Bank 760

Total related party liabilities 760

(1)Due from related parties is disclosed in the Bank’s balance sheet and is expected to be recovered within 12 months.

(2)Due to related parties is disclosed in the Bank’s balance sheet and is expected to be settled within 12 months

No provisions for impairment loss have been recognised in respect of loans given to related parties as at 30 October
2014.

The Bank undertakes transactions with the Ultimate Parent Bank and other members of the Ultimate Parent Bank
Group.

The payable due to the Ultimate Parent Bank as at 30 October 2014 is the set-up costs paid by the Ultimate Parent
Bank and its group members, which will be reimbursed by the Bank, interest free.
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During the period ended 30 October 2014, the Bank issued 100 ordinary shares and 63,307,166 ordinary shares on 16
June 2014 and 30 October 2014, respectively, to the Ultimate Parent Bank. Refer to Note 21 for further details of the
rights and preference attached to the shares.

On 25 August 2014, the Bank entered into a Deed of Guarantee with the Ultimate Parent Bank. Refer to Appendix 1
for details.

28KEY MANAGEMENT PERSONNEL
Key management personnel are defined as those persons having authority and responsibility for planning, directing
and controlling the activities of the entity, directly or indirectly. The key management personnel of the Bank are
defined as the Directors and members of the senior executive team of the Bank. The information relating to the key
management personnel disclosed in the tables below includes transactions with those individuals, their close family
members and their controlled entities.

The table below shows the amount of compensation paid to key management personnel of the Bank.

As	at	30	October	2014	 	
2014	
$000	

 Key management personnel compensation -

Short-term employee benefits -

Post-employment benefits -

Other long-term benefits -

Termination benefits -

Share-based payments -

Total key management personnel compensation -

There were no loans or deposits with key management personnel in the period ended 30 October 2014.

As	at	30	October	2014 	
2014	
$000	

Loans to key management personnel -

Deposits from key management personnel -

As	at	30	October	2014 	
2014	
$000	

Interest income on amounts due from key management personnel -

Interest expense on amounts due to key management personnel -

As at 30 October 2014, no provisions have been recognised in respect of loans given to key management personnel
and their related parties. There were no debts written off or forgiven during the period ended 30 October 2014.

There were no other transactions with key management personnel during the period ended 30 October 2014.
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29ADDITIONAL INFORMATION ON STATEMENT OF FINANCIAL POSITION

As	at	30	October	2014	 	
2014	
$000	

Total interest earning and discount bearing assets 63,307

Total interest and discount bearing liabilities -

Financial assets pledged as collateral -

30CONCENTRATION OF CREDIT EXPOSURES
Concentrations of credit exposures arise where the Bank is exposed to risk in industries of a similar nature or in
particular geographies. The credit concentration is monitored as part of the Bank’s credit risk management
framework on a regular basis. The following table presents the Bank’s concentrations of credit exposures reported by
industry and geographic area.

The analysis by industry1 and by geographical location is as follows:

As	at	30	October	2014	

Cash	and	
liquid	assets	

$000	

Receivable	
due	from	

other	
financial	

institutions	
$000	

Available-for-
sale	financial	

assets	
$000	

Loan	and	
advances	

$000	

Interest	
receivable	

$000	

Other	
financial	

assets	
$000	

Total	(on	
balance	

sheet)	
$000	

Credit	
commitment	

and	
contingent	

liabilities	
$000	

Industry sector - - - - - - - -
Agriculture - - - - - - - -
Forestry and fishing
institutions - - - - - - - -
Mining - - - - - - - -
Manufacturing - - - - - - - -
Electricity, gas, water and
waste services - - - - - - - -
Construction - - - - - - - -
Wholesale trade - - - - - - - -
Retail trade - - - - - - - -
Accommodation and food
services - - - - - - - -
Transport, postal and
warehousing - - - - - - - -
Information media and
telecommunications - - - - - - - -
Financial and insurance
services 63,307 - - - - - 63,307 -
Rental, hiring and real estate
services - - - - - - - -
Professional, scientific and
technical services - - - - - - - -
Administrative and support
services - - - - - - - -

1 Australian and New Zealand Standard Industrial Classifications (‘ANZSIC’) have been used as the basis for disclosing industry
sectors.
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As	at	30	October	2014	

Cash	and	
liquid	assets	

$000	

Receivable	
due	from	

other	
financial	

institutions	
$000	

Available-for-
sale	financial	

assets	
$000	

Loan	and	
advances	

$000	

Interest	
receivable	

$000	

Other	
financial	

assets	
$000	

Total	(on	
balance	

sheet)	
$000	

Credit	
commitment	

and	
contingent	

liabilities	
$000	

Public administration and
safety - - - - - - - -
Education and training - - - - - - - -
Health care and social
assistance - - - - - - - -
Arts and recreation services - - - - - - - -
Personal lending - - - - - - - -
Others - - - - - - - -
Subtotal 63,307 - - - - - 63,307 -
Provisions for impairment
losses on loans and advances - - - - - - - -
Deferred and other
unearned future income and
expenses - - - - - - - -
Fair value hedge
adjustments - - - - - - - -
Due from related parties - - - - - - - -
Total credit exposures 63,307 - - - - - 63,307 -

Geographic area - - - - - - - -
New Zealand 63,307 - - - - - 63,307 -
Overseas - - - - - - - -
Total credit exposures 63,307 - - - - - 63,307 -

Concentration of credit exposure to individual counterparties

Credit exposure is calculated on the basis of actual exposures net of individual credit impairment provision. In
addition, credit exposures to individual counterparties (not being members of a group of closely related
counterparties) and to groups of closely related counterparties exclude exposures to connected persons, to the
central government of any country with a long-term credit rating of A- or A3 or above, or its equivalent, or to any
bank with a long-term credit rating of A- or A3 or above, or its equivalent.

The number of individual counterparties (which are not members of a group of closely related counterparties), and
groups of closely related counterparties of which a bank is the parent, to which the Bank has an aggregate credit
exposure or peak end-of-day aggregate credit exposure that equals or exceeds 10% of the Bank’s equity:

PEAK	END	OF	DAY	CREDIT	EXPOSURES:	
During	the	period	ended	2014	

Number	of	Counterparties	

Percentage	of	Members’	Reserves	and	Funds	 Bank Other
10-14% - -

15-19% - -

20-24% - -

25-29% - -

30-35% - -
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The peak end-of-day aggregate credit exposure to an individual counterparty or a group of closely related
counterparties has been calculated by determining the maximum end-of-day aggregate amount of actual credit
exposure over the relevant period and then dividing that by the Bank’s equity as at the end of the period.

AS	AT	REPORTING	DATE	
During	the	period	ended	2014	

Number	of	Counterparties	

Percentage	of	Members’	Reserves	and	Funds	 Bank Other
10-14% - -

15-19% - -

20-24% - -

25-29% - -

30-35% - -

31CREDIT EXPOSURE TO CONNECTED PERSONS AND NON-BANK CONNECTED
PERSONS

The Bank’s credit exposure to connected persons is derived in accordance with the Bank’s conditions of registration
and the Reserve Bank document Connected Exposures Policy (BS8). The Bank will limit its exposures to connected
exposures to a maximum of 40% of the Tier 1 capital base of the Bank.

For the purposes of this Policy, connected exposures are defined as BoC, subsidiaries of BoC, an entity in which Bank
of China has a substantial interest, a director of the Bank. An exposure is considered to be a direct credit exposure to
the entity. And it is not considered to be a contingent exposure as a result of risk mitigation activities

All exposures to BoC and the respective subsidiaries will be monitored by management on an ongoing basis. These
exposures will form part of the exposure reporting provided to the management and the Board.

	 $000	
%	of	Tier	One	Capital	as	

at	30	October	2014	

As at end of period - -

Credit exposure to connected persons - -

Credit exposure to non-bank connected persons - -

Peak end-of-day for the period ended - -

Credit exposure to connected persons - -

Credit exposure to non-bank connected persons - -

As at 30 October 2014, no rating-contingent limit was applicable to the Bank. Upon registration as a bank on 21
November 2014, the rating-contingent limit applicable to the Bank is 40% of Tier One capital. Within the overall
rating-contingent limit there is a sub-limit of 15% of Tier One capital which applies to the aggregate credit exposure to
non-bank connected persons.



BOC (New Zealand) Limited
Notes to the Financial Statement for the period ended 30 October 2014

- 57 -

The aggregate amount of the Bank’s individual credit provisions provided against credit exposures to connected
persons was nil as at 30 October 2014.

32CONCENTRATION OF FUNDING
Concentrations of funding arise where the Bank is funded by industries of a similar nature or in particular
geographies. The following table presents the Bank’s concentrations of funding, which are reported by industry and
geographic area.

The analysis by industry2 and by geographical location is as follows:

As	at	30	October	2014	
2014	
$000	

Total funding comprises -

Payable due to other financial institutions 760

Derivative liabilities -

Deposits from customers -

Debt securities issued -

Other liabilities 765

Total funding 1,525

Concentration of funding by industry sector

Agriculture -
Forestry and fishing institutions -
Mining -

Manufacturing -
Electricity, gas, water and waste services -
Construction -
Wholesale trade -
Retail trade -
Accommodation and food services -
Transport, postal and warehousing -
Information media and telecommunications -
Financial and insurance services -
Rental, hiring and real estate services 34
Professional, scientific and technical services 192
Administrative and support services -
Public administration and safety -

2 Australian and New Zealand Standard Industrial Classifications (‘ANZSIC’) have been used as the basis for disclosing industry
sectors.
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As	at	30	October	2014	
2014	
$000	

Education and training -
Health care and social assistance -
Arts and recreation services -
Households 491
Other 48

Subtotal 765

Due to related parties 760

Total funding 1,525

Concentration of funding by geographical location -

New Zealand -

China 1,525

Australia -

United States -

Europe -

Other countries -

Total funding 1,525

33INSURANCE BUSINESS, SECURITISATION, FUNDS MANAGEMENT, OTHER
FIDUCIARY ACTIVITIES AND THE MARKETING AND DISTRIBUTION OF
INSURANCE PRODUCTS

The Bank does not conduct any insurance business. The Bank is also not involved in:

(1) The establishment, marketing, or sponsorship of trust, custodial, funds management and other fiduciary
activities;

(2) The origination of securitised assets; and the marketing or servicing of securitisation schemes; and the
marketing and distribution of insurance products.

34FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES
The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for
disclosure purposes. The fair value of financial instruments traded in active markets (such as publicly traded
derivatives, and trading and available-for-sale securities) is based on quoted market prices at the reporting date. The
quoted market price used for financial assets held by the Bank is the current bid price. Derivative contracts classified
as held for trading are fair valued by comparing the contracted rate to the current market rate for a contract with the
same remaining period to maturity. The fair value of currency swaps and forwards are calculated using an
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interpolation method which is a method of constructing new data points within the range of a discrete set of known
data points determined by using forward exchange market rates at the reporting date.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within
the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

(a) quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1)

(b) Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable (level 2), and

(c) Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable (level 3).

The following table presents the Bank’s assets and liabilities measured and recognised at fair value at 30 October
2014.

As	at	30	October	2014	
Level	1	

$000	
Level	2	

$000	
Level	3	

$000	
Total	
$000	

Assets

Financial assets held for trading - - - -

Derivative assets - - - -

Available-for-sale financial assets - - - -

Total assets - - - -

Liabilities

Derivative liabilities - - - -

Total liabilities - - - -

The fair value of the financial assets and liabilities is included at the amount at which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced or liquidation sale.

The following methods and assumptions were used to estimate the fair values:

· Long-term fixed-rate and variable-rate receivables/borrowings are evaluated by the Bank based on
parameters such as interest rates, specific country risk factors, individual creditworthiness of the customer
and the risk characteristics of the financed project. Based on this evaluation, allowances are taken into
account for the expected losses of these receivables.

· Fair value of the quoted notes and bonds is based on price quotations at the reporting date. The fair value of
unquoted instruments, loans from banks and other financial liabilities, obligations under finance leases, as
well as other non-current financial liabilities is estimated by discounting future cash flows using rates
currently available for debt on similar terms, credit risk and remaining maturities.

· Fair value of the unquoted ordinary shares has been estimated using a DCF model. The valuation requires
management to make certain assumptions about the model inputs, including forecast cash flows, the
discount rate, credit risk and volatility. The probabilities of the various estimates within the range can be
reasonably assessed and are used in management’s estimate of fair value for these unquoted equity
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investments.

· Fair value of available-for-sale financial assets is derived from quoted market prices in active markets.

· The Bank enters into derivative financial instruments with various counterparties, principally financial
institutions with investment grade credit ratings. Derivatives valued using valuation techniques with market
observable inputs are mainly interest rate swaps, foreign exchange forward contracts and commodity
forward contracts. The most frequently applied valuation techniques include forward pricing and swap
models, using present value calculations. The models incorporate various inputs including the credit quality of
counterparties, foreign exchange spot and forward rates, interest rate curves and forward rate curves of the
underlying commodity. All derivative contracts are fully cash collateralised, thereby eliminating both
counterparty and the Bank’s own non-performance risk.

· Embedded foreign currency and commodity derivatives are measured similarly to the foreign currency
forward contracts and commodity derivatives. However, as these contracts are not collateralised, the Bank
also takes into account the counterparties’ non-performance risks (for the embedded derivative assets) or the
Bank’s own non-performance risk (for the embedded derivative liabilities).

· Fair values of the Bank’s interest-bearing borrowings and loans are determined by using DCF method using
discount rate that reflects the issuer’s borrowing rate as at the end of the reporting period.

35RISK MANAGEMENT
Risk management structure

The Board of Directors is responsible for the overall risk management approach and for approving the risk
management strategies and principles. The Board has the responsibility to monitor the overall risk process within the
Bank and has appointed a Board Risk Committee to carry out this function.

The relevant management risk committee has the overall responsibility for the development of the risk strategy and
implementing principles, frameworks, policies and limits. The relevant risk committee is responsible for managing risk
decisions and monitoring risk levels and reports on a regular basis to the Board.

The risk ownership is assigned to associated business unit which is responsible for implementing and maintaining risk
related procedures to ensure an independent control process is maintained. The business unit works closely with the
management’s risk committee to ensure that procedures are compliant with the overall framework.

 (a) Market risk

Market risk of the Bank is defined as the risk of losses in the value of the balance sheet and earnings as a result of
changes in financial market rates and prices. The market risks faced by the Bank comprise the following risks: interest
rate/yield risk, foreign exchange risk, equity risk, trading risk, basis risk and mismatch risk.

The Bank does not take any trading positions on its own behalf.

Market risk management is an important part of the Bank’s risk management framework. The Board of Directors
(“BOD”) holds the ultimate supervision authority with appropriate delegation to the Chief Executive Officer (“CEO”)
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and Asset and Liability Management Committee (“ALCo”).  All levels of management and related business units
should apply the functions and responsibilities with reference to the relevant policies and procedures.

Interest rate risk

Interest rate risk is defined as the risk of loss to the Bank arising from adverse movements in market interest rates.

The Bank manages its exposure to interest rate risk in accordance with the Bank’s relevant market risk management
policies and procedures. The objective of these documents is to support the delivery of the Bank’s financial targets
whilst protecting future financial security.

Interest rate risk arises mainly from mismatches in the repricing periods of financial assets and liabilities. The Bank
manages interest rate risk primarily through repricing gap analysis. Gap analysis measures the difference between the
amount of interest-earning assets and interest-bearing liabilities that mature or must be repriced within certain
periods. The Bank also uses the data generated by repricing gap analysis to perform sensitivity analysis, which
provides relevant information in adjusting the repricing profile of interest-earning assets and interest-bearing
liabilities. The Bank closely follows local and foreign currency interest rate trends and where possible promptly
adjusts the interest rates of local and foreign currency deposits and loans in order to reduce interest rate risk.

The Bank’s interest repricing gap analysis as at 30 October 2014 is as follows:

As	at	30	October	2014	

Up	to	3	
months	

$000	

Over	3	
months	

and	up	to	6	
months	

$000	

Over	6	
months	

and	up	to	1	
year	

$000	

Over	1	
year	and	

up	to	2	
years	
$000	

Over	2	
years	
$000	

Non-
interest	
bearing	

$000	
Total	
$000	

Financial Assets

Cash and liquid assets 63,307 - - - - - 63,307

Receivables due from other financial
institutions - - - - - - -

Financial assets held for trading - - - - - - -

Derivative assets - - - - - - -

Available-for-sale financial assets - - - - - - -

Loans and advances - - - - - - -

Property and equipment - - - - - - -

Tax recoverable - - - - - - -

Deferred tax assets - - - - - - -

Other assets - - - - - - -
Total assets 63,307 - - - - - 63,307

Financial Liabilities

Payables due to other financial
institutions - - - - - 760 760

Derivative liabilities - - - - - - -

Customer deposits - - - - - - -

Debt securities on issue - - - - - - -
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As	at	30	October	2014	

Up	to	3	
months	

$000	

Over	3	
months	

and	up	to	6	
months	

$000	

Over	6	
months	

and	up	to	1	
year	

$000	

Over	1	
year	and	

up	to	2	
years	
$000	

Over	2	
years	
$000	

Non-
interest	
bearing	

$000	
Total	
$000	

Current tax liabilities - - - - - - -

Deferred tax liabilities - - - - - - -

Other liabilities - - - - - 765 765

Total liabilities - - - - - 1,525 1,525

The Bank’s interest rate sensitivity analysis at 30 October 2014 is as follows:

	 	 Interest	rate	risk	

As	at	30	October	2014	

Carrying	
amount	

$000	

-2%	profit	
or	loss	

$000	

+2%	profit	
or	loss	

$000	
-2%	equity	

$000	
+2%	equity	

$000	

Assets - - - - -

Cash and liquid assets 63,307 (1,266) 1,266 (1,266) 1,266

Receivables due from other financial
institutions - - - - -

Financial assets held for trading - - - - -

Derivative assets - - - - -

Available-for-sale financial assets - - - - -

Loans and advances - - - - -

Property and equipment - - - - -

Tax recoverable - - - - -

Deferred tax assets - - - - -

Other assets - - - - -

Total Assets 63,307 (1,266) 1,266 (1,266) 1,266

Liabilities

Payable to other financial institutions - - - - -

Derivative liabilities - - - - -

Customer deposits - - - - -

Debt securities on issue - - - - -

Deferred tax liabilities - - - - -

Other liabilities - - - - -

Total Liabilities - - - - -

Total increase/(decrease) - (1,266) 1,266 (1,266) 1,266

The sensitivity of the income statement is the effect of the assumed changes in interest rates on the net interest
income on the financial instrument balances at 30 October 2014, based on the floating rate financial assets and
financial liabilities. The non-interest net income and equity are not deemed to be materially subject to the prevailing
market interest rate change. The fixed margin is subjected to interest rate changes but deemed not significant.
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For financial assets at fair value through income statement, and available for sale, changes in interest rate will directly
result in changes in fair value (mark-to-market) and impact of the mark-to-market has not been included in the above
sensitivity analysis.

We have assessed what is a reasonable possible change in interest rate and have applied it to the sensitivity analysis.
Although the portfolio originates from different countries with different interest rate expectations, a 2% change in
interest rate is adopted as primary assumption for stress scenario analysis and has been applied consistently to all
currencies in order to compare the impact consistently.

Foreign exchange risk

Foreign exchange risk is the potential loss arising from the decline in the value of a financial instrument due to
changes in foreign exchange rates or their implied volatilities.

The Bank is mainly engaged in the transactions of foreign exchange related to foreign trade settlement and customer
foreign exchange deals’ facilitation. The Bank has no intention to be involved in foreign exchange trading as a market
maker or taking large positions.  The cumulative daytime and overnight limits for Foreign Exchange open positions are
established and monitored closely.

The Bank seeks to reduce the foreign exchange exposure by matching the sources and utilisation of funds on a
currency-by-currency basis. In addition, exchange risk is managed and controlled through settlement or economic
hedging transactions.

Net open foreign currency position

The net open position in each foreign currency detailed in the table below represents the net of the non-derivative
assets and liabilities in that foreign currency aggregated with the net expected future cash flows from derivative
financial instrument purchases and sales from foreign exchange transactions in that foreign currency. The amounts are
stated in New Zealand dollar equivalents translated using the spot exchange rates as at reporting date.

As	at	30	October	2014	
2014	
$000	

Net open position -
Australian Dollar (AUD) 423
Canadian Dollar (CAD) -
Chinese Yuan Renminbi (CNY) -
Euro (EUR) -
British Pound (GBP) -
Hong Kong Dollar (HKD) -
Japanese Yen (JPY) -
Singapore Dollar (SGD) -
US Dollar (USD) -

-
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Foreign exchange rate sensitivity

The table below summarises the pre-tax sensitivity of financial assets and financial liabilities to a 10% depreciation or
appreciation in foreign exchange rates against the New Zealand Dollar. The sensitivity analysis is based on the Bank’s
financial instruments held at reporting date. It is assumed that all other variables remain constant.

As	at	30	October	2014	

Carrying	
amount	

$000	

-10%	profit	
or	loss	

$000	

+10%	profit	
or	loss	

$000	

-10%	
equity	

$000	

+10%	
equity	

$000	
Financial assets - - - - -

Cash and liquid assets - - - - -
Receivable due from other
financial institutions - - - - -
Financial assets held for trading - - - - -

Derivative assets - - - - -
Available-for-sale financial assets - - - - -
Loans and advances - - - - -
Total financial assets - - - - -

Financial liabilities - - - - -

Payable due to other financial
institutions 301 (30) 30 (30) 30

Derivative liabilities - - - - -
Customer deposits - - - - -
Debt securities on issue - - - - -
Other liabilities 122 (12) 12 (12) 12
Total financial liabilities 423 (42) 42 (42) 42

 (b)  Credit risk

Credit risk arises from the potential inability of a debtor or counterparty to meet their contractual obligations.

Credit risk is monitored, reviewed and reported to the local, regional and parent bank Head Office credit committees
on a monthly basis and the Board of directors on a quarterly basis.  It is the Bank’s policy to maintain accurate and
consistent risk ratings across the credit portfolio and the ratings are derived in accordance with the Bank’s rating
policy.  To obtain a loan’s final risk classification, a standard process of initially classifying, checking, reviewing by
internal rating specialists, and approving by authorised loan classification approvers is performed.
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Maximum exposure

Credit Equivalent Amount - all On and Off Balance Sheet exposures, which give rise to credit risk, are converted into
credit equivalent amounts in accordance with RBNZ capital adequacy guidelines.

As	at	30	October	2014	
2014	
$000	

On Balance Sheet

Cash and liquid assets 63,607

Receivables due from other financial institutions -

Available-for-sale financial assets -

Loan and advances -

Interest receivable -

Derivative assets -

63,307

Off Balance Sheet

Financial derivatives -

Loan commitment -

Letter of guarantee -

Credit card facility -

As	at	30	October	2014	

Maximum	
exposure	to	

credit	risk	
$000	

Financial	
effect	of	

collaterals	
$000	

Unsecured	
portion	of	credit	

exposure	
$000	

On-balance sheet financial instruments
Cash and liquid assets 63,307 - 63,307
Receivable due from other financial institutions - - -
Financial assets held for trading - - -
Derivative financial assets - - -
Available-for-sale securities - - -
Loans and advances - - -
Due from related parties - - -
Other financial assets - - -
Total on-balance sheet financial instruments 63,307 - 63,307
Off-balance sheet financial instruments
Credit related commitments and contingent liabilities - - -
Total off-balance sheet financial instruments - - -
Total exposure to credit risk 63,307 - 63,307
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Concentration of credit risk

Concentration of credit risk exists if a number of counterparties have similar economic characteristics that would
cause their ability to meet contractual obligations to be similarly affected by changes in economic or other conditions.
Maximum exposure to credit risk by counterparty before collateral held or other credit enhancement is as follows:

For	the	period	ended	30	October	2014	
2014	
$000	

On Balance Sheet -

Cash and liquid assets 63,307

Receivables due from other financial institutions -

Residential mortgage – Owner-occupied -

Residential mortgage – Investment -

Commercial mortgage * -

Overdrafts -

Interest receivable -

Derivative assets -

* Secured against commercial and other non- residential property

Assets quality analysis

For	the	period	ended	30	October	2014	
2014	
$000	

Neither past due nor impaired -

Impaired -

There are no loans which would otherwise be past due or impaired whose terms have been renegotiated.

Collateral and other credit enhancements

The amount and type of collateral required depends on assessment of the credit risk of the counterparty. Guidelines
are implemented regarding the acceptability of types of collateral and valuation parameters.  The collateral for retail
lending is mortgages over residential properties.

Management monitors the market value of collateral, requests additional collateral in accordance with the underlying
agreement, and monitors the market value of collateral obtained during its review of the adequacy of the allowance
for impairment losses. The market value is assessed independently by professional property valuers.

It is the Bank’s policy to dispose of repossessed properties in an orderly fashion. The proceeds are used to reduce or
repay the outstanding claim. In general, the Bank does not occupy repossessed properties for business use.

 (c) Liquidity and funding risk

Funding risk is related to the risk that an entity does not have a diversity of funding source and hence will have
difficulty in realizing assets or otherwise raising funds to meet commitments associated with financial instruments.
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of
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funding through an adequate amount of committed credit facilities and the ability to close out market positions. The
Bank manages liquidity risk by continuously monitoring forecast and actual cash flows and matching the maturity
profiles of financial assets and liabilities.

Contractual maturity analysis of financial liabilities on an undiscounted basis which exclude interest payable is as
follows:

As	at	30	October	2014	
2014	
$000	

Payable due to other financial institutions -

Not longer than 3 months 760

-

Derivative liabilities -

Not longer than 3 months - Fair value -

Deposits -

Not longer than 3 months -

Longer than 3 months but not longer than 12 months -

Longer than 1 year but not longer than 5 years -

Longer than 5 years -

Loan commitment -

Not longer than 3 months -

Longer than 3 months but not longer than 12 months -

Longer than 1 year but not longer than 5 years -

Longer than 5 years -

Surplus funds are generally only invested in instruments that are tradable in highly liquid markets. The main funding
for the Bank is through customer deposits, with a standby draw down facility available through its ultimate holding
entity.
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Liquidity portfolio management

The Bank held the following financial assets for the purpose of managing liquidity risk:

As	at	30	October	2014	
2014	
$000	

Cash and cash equivalents:

Cash and liquid assets 63,307
Receivable due from other financial institutions (call or original maturity of 3 months or less)

Reverse repurchase agreements, Government bonds, notes and securities -
Local and semi-government bonds, notes and securities -
Corporate and other institutions bonds, notes and securities -
Total liquidity portfolio 63,307

Contractual maturity analysis of financial assets and financial liabilities

The table below presents the Bank’s cash flows by remaining period to contractual maturity as at reporting date. The
amounts disclosed in the table are the contractual undiscounted cash flows and include principal and future interest
cash flows and therefore will not agree to the carrying amounts on the balance sheet.

Actual cash flows may differ significantly from the contractual cash flows presented below as a result of future actions
of the Bank and its counterparties such as early repayments or refinancing of underlying instruments.

The contractual maturity analysis for off-balance sheet commitments and contingent liabilities has been prepared
using the earliest date at which the Bank can be called upon to pay. The liquidity risk of credit related commitments
and contingent liabilities may be less than the contract amount and does not necessarily represent future cash
requirements as many of these facilities are expected to be only partially used or to expire unused.
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As	at	30	October	2014	

Up	to	3	
months	

$000	

Over	3	
months	and	

up	to	6	
months	

$000	

Over	6	
months	and	
up	to	1	year	

$000	

Over	1	year	
and	up	to	2	

years	
$000	

Over	2	
years	
$000	

On	demand	
$000	

Total	
$000	

Non-derivative financial assets

Cash and liquid assets - - - - - 63,307 63,307

Receivable due from other financial
institutions - - - - -

Financial assets held for trading - - - - - - -

Available-for-sale securities - - - - - - -

Loans and advances - - - - - - -

Other assets - - - - - - -

Total non-derivative financial assets - - - - - 63,307 63,307

Derivative financial assets - - - - - - -

Net settled - - - - - - -

Gross settled – cash inflow - - - - - - -

Gross settled – cash outflow - - - - - - -

Total derivative financial assets - - - - - - -

Non-derivative financial liabilities - - - - - - -

Payable due to other financial
institutions - - - - - 760 760

Customer deposits - - - - - - -

Debt securities on issue - - - - - - -

Other liabilities 765 - - - - - 765

Total non-derivative financial
liabilities 765 - - - - 760 1,525

Derivative financial liabilities - - - - - - -

Net settled - - - - - - -

Gross settled – cash inflow - - - - - - -

Gross settled – cash outflow - - - - - - -

Total derivative financial liabilities - - - - - - -

Off balance sheet commitments and
contingent liabilities - - - - - - -

Capital commitments - - - - - - -

Leasing commitments 252 68 93 185 1,467 - 2,065

Commitments to extent credit - - - - - - -

Financial guarantees - - - - - - -

Standby letters of credit - - - - - - -

Trade letters of credit - - - - - - -

Non-financial guarantees - - - - - - -

Total off-balance sheet
commitments and contingent
liabilities 252 68 93 185 1,467 - 2,065
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(d) Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from
external events. It also includes legal and regulatory risk to the extent that the impacts are related to operational risk
events.

The Bank recognizes the need for Operational Risk Management (ORM) as a consideration in strategic and
operational planning, day-to-day and operational risk management and decision making at all levels in the
organisation.

The ORM policy aims at assisting the formation of an effective internal controls system to sustain a safe banking
environment residing in compliance with other internal policies, applicable laws and regulations. Effective operational
risk management within the Bank is based upon a three lines of defence model. The Bank’s business unit
management is the first line of defence and accountable for the identification of risk and the implementation of
control strategies and follow up on a day-to-day basis. Oversight and support is provided by the Bank’s Risk
Management & Compliance, the CEO and the Board.

The Bank’s Risk Management & Compliance facilitates the development and implementation of an operational risk
management framework. Assurance is provided by the internal audit function.

36CAPITAL ADEQUACY (UNAUDITED)
The Bank is subject to the capital adequacy requirements for registered banks as specified by the Reserve Bank of
New Zealand (RBNZ). The RBNZ has set minimum regulatory capital requirements for banks that are consistent with
the internationally agreed framework (commonly known as Basel III) developed by the Basel Committee on Banking
Supervision. These requirements define what is acceptable as capital and provide methods for measuring the risks
incurred by the Bank.

The objective of the Basel III Framework is to develop capital adequacy guidelines that are more accurately aligned
with the individual risk profile of banks. Basel III consists of three pillars – Pillar One covers the capital requirements
for banks for credit, operational and market risks, Pillar Two covers all other material risks not already included in
Pillar One, and Pillar Three relates to market disclosure. As a bank adopting a Standardised approach under the Basel
III regime, the Bank applies the Reserve Bank’s BS2A Capital Adequacy Framework (Standardised Approach) for
calculating regulatory capital requirements.

The Basel III standards for bank capital distinguish between Tier 1 and Tier 2 capital. Tier 1 capital is permanently and
freely available to absorb losses without the bank being obliged to cease trading, while Tier 2 capital generally only
absorbs losses in a winding up. Within Tier 1 capital, Common Equity (CET1) has greater loss absorbing capability than
the other Tier 1 instruments referred to as Additional Tier 1 (AT 1) capital. Common Equity and Additional Tier 1
capital primarily consists of shareholders’ equity and other capital instruments acceptable to the Reserve Bank less
intangible and deferred tax assets and other prescribed deductions. Tier 2 can comprise other capital instruments
acceptable to the Reserve Bank. The Bank does not have any Tier 2 capital components.

Capital ratios are used to define minimum capital requirements for each of: Common Equity (CET1), Tier 1 capital
(CET1 plus AT1), and Total capital (Tier 1 plus Tier 2), as a percentage of risk-weighted assets calculated in accordance



BOC (New Zealand) Limited
Notes to the Financial Statement for the period ended 30 October 2014

- 71 -

with the Reserve Bank document BS2A Capital Adequacy Framework (Standardised Approach). As a condition of
registration, the Bank must comply with the following minimum requirements set by the RBNZ:

(a) Total capital ratio must not be less than 8% of risk weighted exposures.

(b) Tier 1 capital ratio must not be less than 6% of risk weighted exposures.

(c) Common Equity Tier 1 capital ratio must not be less than 4.5% of risk weighted exposures.

(d) Capital of the Bank must not be less than $30 million.

In addition to minimum capital requirements, Basel III introduces a capital conservation buffer of 2.5 per cent of risk-
weighted assets. There are increasing constraints on capital distributions where a bank’s capital level falls within the
buffer range, which are specified in the conditions of registration on page 7.

Capital management

The Bank has developed a Capital Policy to enable effective and controlled management of the capital. Capital
management involves the measurement, monitoring and reporting of the capital position from both a current and
future perspective.

The Capital Policy along with the Internal Capital Adequacy Assessment Process (ICAAP) forms the basis of effective
capital management within the Bank. The Capital Policy should be read in conjunction with the ICAAP, as it provides
the framework that is used by the Board to understand and manage capital adequacy. ICAAP uses current capital
requirements, as well as forecasted capital levels to determine whether the level of capital held by the Bank is
adequate.

The ICAAP provides the framework that is used by the Board to understand and manage capital adequacy. It uses the
current capital requirements and risks of the Bank, as well as forecasted capital levels to determine whether the level
of capital held by the Bank is adequate.

The capital adequacy tables set out on the following pages summarise the composition of regulatory capital, risk-
weighted assets and the capital adequacy ratios for the Bank as at 30 October 2014. During the period, the Bank
complied in full with all externally imposed RBNZ capital requirements as set out in the Bank’s conditions of
registration.
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Capital

The table below shows the qualifying capital for the Bank.

As	at		30	October	2014	 	

						2014	
$000	

Tier One Capital

Common Equity Tier One capital 62,626

Issued and fully paid-up ordinary share capital 63,307

Retained earnings (net of appropriations) (681)

Accumulated other comprehensive income and other disclosed reserves1 -
       Less: deductions from Common Equity Tier One capital: -

Intangible assets -

Deferred tax assets -

Total Common Equity Tier One capital 62,626
       Additional Tier One capital -

Total Additional Tier One capital -

Total Tier One capital 62,626
      Tier Two capital -

Total Tier Two capital -

Total capital 62,626

(1) Accumulated other comprehensive income and other disclosed reserves is an available-for-sale revaluation reserve of $nil.

Capital instruments

In accordance with the Reserve Bank document BS2A Capital Adequacy Framework (Standardised Approach), ordinary
share capital is classified as Common Equity Tier 1 capital.

Refer to Note 21 for the material terms and conditions of the ordinary share capital. In addition, in relation to the
ordinary shares:

(a) there are no options or facilities for early redemptions, conversion, write-down or capital repayment;

(b) there is no predetermined dividend rate;

(c) there is no maturity date; and

(d) there are no options granted or to be granted pursuant to any arrangement. The Bank does not have any
other classes of capital instrument in its capital structure.
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Reserves

The nature of each reserve included in capital for the Bank is disclosed in Note 22.

Credit risk

On-balance sheet exposures

As	at	30	October	2014	

Top	exposure	
after	credit	

risk	mitigation	
$000	

Risk	weight	
%	

Risk	weighted	
exposure	

$000	

Minimum	
Pillar	1	capital	

requirement	
$000	

Cash and gold bullion - - - -
Sovereigns and central banks - - - -
Multilateral development banks and other
international organisation - - - -
Public sector entities - - - -
Banks 63,307 20% 12,661 1,013
Corporate

Residential mortgages not past due - - - -
Past due residential mortgages - - - -
Other past due assets - - - -
Equity holdings (not deducted from capital) that are
publicly traded - - - -
All other equity holdings (not deducted from  capital)

- - - -
Other assets - - - -
Total on-balance sheet exposures 63,307 12,661 1,013

Off-balance sheet exposures and market related contracts

As	at	30	October	2014	

Total	
exposure	

$000	

Credit	
conversion	

factor	
$000	

Credit	
equivalent	

amount	
$000	

Average	
risk	weight	

$000	

Risk	
weighted	
exposure	

$000	

Minimum	
Pillar	1	capital	

requirement	
$000	

Direct credit substitute - 100% - - - -

Asset sale with recourse - 100% - - - -

Forward asset purchase - 100% - - - -

Commitment with certain drawdown - 100% - - - -

Note issuance facility - 50% - - - -

Revolving underwriting facility - 50% - - - -

Performance-related contingency - 50% - - - -

Trade-related contingency - 20% - - - -

Placements of forward deposits - 100% - - - -
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As	at	30	October	2014	

Total	
exposure	

$000	

Credit	
conversion	

factor	
$000	

Credit	
equivalent	

amount	
$000	

Average	
risk	weight	

$000	

Risk	
weighted	
exposure	

$000	

Minimum	
Pillar	1	capital	

requirement	
$000	

Other commitments where original maturity is
more than one year - 50% - - - -

Other commitments where original maturity is
less than or equal to one year - 20% - - - -

Other commitments that cancel  automatically
when the  creditworthiness of the counterparty
deteriorates or that can be cancelled
unconditionally at any time without prior notice - 0% - - - -

Market related contracts1 - - - - -

(a) Foreign exchange contracts - n/a - - - -

(b) Interest rate contracts - n/a - - - -

(c) Other – OTC etc. -   n/a - - - -

Total off-balance sheet exposures - - - - -
 (1) The credit equivalent amount for market related contracts was calculated using the current exposure method.

Additional mortgage information

Residential mortgages by loan-to-valuation ratio
	
	
As	at	30	October	2014	

Does not	
exceed	

80%	

Exceeds	
80%	and	not	

90%	

	
Exceed	

90%	

	
Total	

Loan-to-valuation ratio

On-balance sheet exposures - - - -

Off-balance sheet exposures - - - -

Value of exposures - - - -

The information in the above table is in respect of the total residential mortgage loans used to calculate the Bank’s
Pillar 1 capital requirement for credit risk, categorised by loan-to-valuation ratio. Any residential mortgage loan for
which no loan-to-valuation ratio is available is included in the category for loan-to-valuation ratios that exceed 90%.
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The following table is reconciliation between any figures disclosed elsewhere in the Disclosure Statement that relate
to mortgages on residential property:

Reconciliation of residential mortgage-related amount

As	at		30	October	2014	 	

						2014	
$000	

Term loans – housing (as disclosed in Note 13) and Residential
mortgages – total gross loans and advances (as disclosed in Note 13) -

Reconciling items: -

Nil -
Residential mortgages by loan-to-valuation ratio -

Credit risk mitigation

As	at		30	October	2014	

Total	value	of	on-and-off-
balance	sheet	exposures	

covered	by	eligible	collateral	
(	after	haircutting)	

$000	

Total	value	of	on-and-off-
balance	sheet	exposures	

covered	by	guarantees	or	
credit	derivatives	

$000	
Sovereign or central bank - -

Multilateral development bank - -

Public sector entities - -

Bank - -

Corporate - -

Residential mortgage - -

Other - -

Total - -

Operational risk

As	at		30	October	2014	

Implied	weighted	exposure	

$000	

Total	operational	risk	
capital	requirement	

$000	

Operational risk - -
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Market risk

Peak end-of-day aggregate capital charge for each category of market risk is derived by determining the maximum
over the relevant period of the aggregate capital charge at the close of each business day derived in accordance with
Part 10 of the Reserve Bank document BS2A Capital Adequacy Framework (Standardised Approach).

	
End-period	capital	charges	 Peak	end-of-day	capital	charge	

	
	
As	at	30	October	2014	

Implied	risk	
weighted	
exposure	

$000	

Aggregated	
capital	charge	

$000	

Implied	risk	
weighted	
exposure	

$000	

Aggregated	
capital	charge	

$000	
Interest rate risk - - - -
Foreign currency risk - - - -
Equity risk - - - -
Total - - - -

Total capital requirements

	
	
As	at	30	October	2014	

Total	exposure	after	
credit	risk	mitigation	

$000	

Risk	weighted	
exposure	or	implied	

risk	weighted	
exposure	

$000	

Total	capital	
requirement	

$000	
Total credit risk 63,307 12,661 1,013
Operational risk - - -
Market risk - - -
Total 63,307 12,661 1,013

Capital requirements for other risks (Pillar II)

The Basel III capital adequacy regime intends to ensure that banks have adequate capital to support all material risks
inherent in their business activities. Consequently, the Bank’s ICAAP captures all material risks that the Bank faces
including those not captured by Pillar 1 regulatory capital requirements. The other risks for the Bank include balance
sheet risk, liquidity risk, credit concentration risk, strategic risk, contagion and reputational risk. Noting this, it is
considered prudent to cater for these risks through the inclusion of a buffer to cater for all Pillar II risks. This buffer
has been assessed at 2% to arrive at the board target. The inclusion of the buffer also reflects the lack of ability to
quantify the capital requirements as a result of these risks.
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Capital ratios

As	at		30	October	2014	 	 	The	Bank	%	
Capital adequacy ratios

Common Equity Tier 1 capital ratio 494.62%

Tier 1 capital ratio 494.62%

Total capital ratio 494.62%

RBNZ Minimum ratio requirement

Common Equity Tier 1 capital ratio 4.50%

Tier 1 capital ratio 6.00%

Total capital ratio 8.00%

Buffer ratio

Buffer ratio 486.62%

Buffer ratio requirement 2.50%

Capital adequacy of Ultimate Parent Bank

The Ultimate Parent Bank of the Bank is BoC. The Ultimate Parent Bank Group comprises the Ultimate Parent Bank
and its subsidiaries.

Both the Ultimate Parent Bank and the Ultimate Parent Bank Group are required by the CBRC to hold minimum capital
at least equal to that specified under the Basel II standardised approach and are required to publicly disclose this
capital adequacy information on a quarterly basis. This information is available via the Ultimate Parent Bank’s website
(www.boc.cn).

The Ultimate Parent Bank and the Ultimate Parent Bank Group each met the capital requirements imposed on them
by the CBRC as at 30 June 2014, the latest reporting date.
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The capital ratios below have been calculated in accordance with the Capital Rules for Commercial Banks (Provisional)
(Y.J.H.L[2012] No.1), issued by the CBRC.

	

As	at	30	June	
2014	

%	

					As	at	30		
June	2013	

%	
Ultimate Parent Bank Group

Common Equity Tier 1 capital ratio 10.11% Not Applicable*
Core Tier 1 capital ratio 10.45% 9.27%
Tier 1 capital ratio 10.13% 9.28%
Total capital ratio 12.41% 12.14%
Ultimate Parent Bank

Common Equity Tier 1 capital ratio 9.96% Not Applicable*
Core Tier 1 capital ratio N/A 9.06%
Tier 1 capital ratio 9.96% 9.06%
Total capital ratio 12.34% 11.99%

*The Ultimate Parent Bank started to disclose the number of Common Equity Tier 1 capital ratio in 2014 due to the regulation
change in China.

Solo capital adequacy

As	at		30	October	2014	 	

					The	Bank	
%	

Common Equity Tier 1 capital ratio 494.98%
Tier 1 capital ratio 494.98%
Total capital ratio 494.98%

37EVENTS SUBSEQUENT TO THE REPORTING DATE
There were no other material events that occurred subsequent to the reporting date, that require recognition or
additional disclosure in these financial statements.
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Independent Auditor’s Report

To the Shareholder of BOC (New Zealand) Limited

Report on the First Disclosure Statement (excluding Supplementary Information Relating to Capital Adequacy)

We have audited pages 26 to 78 of the First Disclosure Statement of BOC (New Zealand) Limited (the "Bank'') which
consists of the financial statements and the supplementary information (excluding the supplementary information
relating to capital adequacy disclosed in Note 36) required by Schedules 4, 7, 13 to 15 and 17 of the Registered Bank
Disclosure Statements (New Zealand Incorporated Registered Banks) Order 2014 (as amended) (the “Order”). The
financial statements comprise the statement of financial position as at 30 October 2014, and the statement of
comprehensive income, statement of changes in equity and statement of cash flows for the period then ended, and a
summary of significant accounting policies and other explanatory information for the Bank.

Directors' Responsibility for the First Disclosure Statement

The directors of the Bank are responsible for the First Disclosure Statement, which includes financial statements
prepared in accordance with Clause 24 of the Order and generally accepted accounting practice in New Zealand and
that are fairly presented. The directors are also responsible for such internal controls as they determine are necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In addition, the directors are responsible for including supplementary information in the First Disclosure Statement
which complies with Schedules 2, 4, 7, 13 to 15 and 17 of the Order.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statements and the supplementary information (excluding
the supplementary information relating to capital adequacy) disclosed in accordance with Schedules 4, 7, 13 to 15 and
17 of the Order based on our audit. We conducted our audit in accordance with International Standards on Auditing
(New Zealand). Those standards require that we comply with relevant ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements.  The procedures selected depend on the auditor’s judgement, including the assessment of the risks of
material misstatement of the financial statements (excluding the supplementary information relating to capital
adequacy) whether due to fraud or error. In making those risk assessments, the auditor considers the internal control
relevant to the Bank’s preparation and fair presentation of the financial statements, 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. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Ernst & Young provides other services to the Bank in relation to general advisory services. Partners and employees of
our firm may also deal with the Bank on normal terms within the ordinary course of trading activities of the Bank.
These matters have not impaired our independence as auditors of the Bank. We have no other relationship, or interest
in the Bank.
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Opinion

In our opinion the financial statements on pages 26 to 78 (excluding the supplementary information in Notes 7, 14, 29,
30, 31, 33, 35, and 36:

► comply with generally accepted accounting practice in New Zealand;

► comply with International Financial Reporting Standards; and

► present fairly, in all material respects, the financial position of the Bank as at 30 October 2014 and its financial
performance and cash flows for the period then ended.

In our opinion, the supplementary information (excluding the supplementary information relating to capital adequacy
in Note 36) prescribed by Schedules 4, 7, 13 to 15 and 17 of the Order:

(i) has been prepared, in all material respects, in accordance with the guidelines issued under section 78(3)  of the
Reserve Bank of New Zealand Act 1989 or any conditions of registration;

(ii) is in accordance with the books and records of the Bank; and

(iii) fairly states, in all material respects, the matters to which it relates in accordance with those schedules.

Report on Other Legal and Regulatory Requirements (excluding Supplementary Information relating to Capital
Adequacy)

We also report in accordance with the clauses 2(1)(d) and 2(1)(e) of Schedule 1 of the Order. In relation to our audit of
the financial statements (excluding the supplementary information relating to capital adequacy) for the period ended
30 October 2014:

► we have obtained all the information and explanations we have required; and

► in our opinion, proper accounting records have been kept by the Bank, as far as appears from our examination of
those records.

Report on the Supplementary Information Relating to Capital Adequacy

We have reviewed the supplementary information relating to capital adequacy as disclosed in Note 36 of the financial
statements of the Bank for the period ended 30 October 2014.

Directors’ Responsibility for the Supplementary Information Relating to Capital Adequacy

The directors are responsible for the preparation of supplementary information relating to capital adequacy in
accordance with Schedule 9 of the Order.
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Reviewer’s Responsibilities

Our responsibility is to express an opinion on the supplementary information relating to capital adequacy, as disclosed
in Note 36 based on our review.

We are responsible for reviewing the disclosures in order to state whether, on the basis of the procedures described
below, anything has come to our attention that would cause us to believe that the supplementary information relating
to capital adequacy is not, in all material respects:

► prepared in accordance with the Bank’s conditions of registration; and

► disclosed in accordance with Schedule 9 of the Order;

and for reporting our findings to you.

We conducted our review in accordance with the Review Engagement Standards issued by the External Reporting
Board. A review is limited primarily to enquiries of Bank personnel and analytical procedures applied to the financial
data, and thus provides less assurance than an audit. We have not performed an audit in respect of the supplementary
information relating to capital adequacy, and accordingly, we do not express an audit opinion on the supplementary
information relating to capital adequacy.

Statement of review findings

Based on our review procedures, which are not an audit, nothing has come to our attention that causes us to believe
that the supplementary information relating to capital adequacy disclosed in Note 36, as required by Schedule 9 of the
Order, is not in all material respects:

► prepared in accordance with the Bank’s conditions of registration; and

► disclosed in accordance with Schedule 9 of the Order.

Restriction on Distribution or Use

This report is made solely to the Bank’s shareholders, as a body, in accordance with Clause 21 of the Order and section
207B of the Companies Act 1993.  Our audit has been undertaken so that we might state to the Bank’s shareholders
those matters we are required to state to them in an auditor's report and for no other purpose.  To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Bank and the Bank’s
shareholders, as a body, for our audit work, for this report, or for the opinions we have formed.

3 November 2014
Auckland


