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Report of the Réviseur d’entreprises agréé

To the Board of Directors of
Bank of China (Luxembourg) S.A.
37-39, Boulevard du Prince Henri
L-1724 Luxembourg

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Bank of China (Luxembourg) S.A. (the “Bank”), which comprise
the balance sheet, and the profit and loss account for the year then ended as at 31 December 2019, and the
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Bank as at 31 December 2019, and of the results of its operations for the year then ended
31 December 2019 in accordance with Luxembourg legal and regulatory requirements relating to the
preparation and presentation of the financial statements.

Basis for opinion

We conducted our audit in accordance with EU Regulation N° 537/2014, the Law of 23 July 2016 on the
audit profession (the “Law of 23 July 2016”) and with International Standards on Auditing (“ISAs”) as
adopted for Luxembourg by the “Commission de Surveillance du Secteur Financier” (“CSSF”). Our
responsibilities under those Regulation, Law and standards are further described in the “Responsibilities of
the “réviseur d’entreprises agréé” for the audit of the financial statements” section of our report. We are also
independent from the Bank in accordance with the International Ethics Standards Board for Accountants’
Code of Ethics for Professional Accountants (“IESBA Code”) as adopted for Luxembourg by the CSSF
together with the ethical requirements that are relevant to our audit of the financial statements, and have
fulfilled our other ethical responsibilities under those ethical requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of the audit of
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.
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Impairment on loans and advances to customers

Description

Loans and advances to customers (“loans to customers”) amount to 3,366 million euros at
31 December 2019 against which collective and specific impairment of 46.91 million euros is recorded (see
note 2.5 to the financial statements).

Impairment of loans to customers is a highly subjective area due to the level of judgement applied by
management in determining the extent of credit losses which is dependent on the credit risk related to such
loans and receivables. The judgements applied by management in determining the level of impairment for
loans include the identification of events that could possibly result in an impairment, an appropriate valuation
of the related collateral, the assessment of customers that are likely to default, and the future cash flows
relating to loans to customers.

Due to the material nature of loans to customers and the related estimation uncertainties involved, including
the consideration of prudential industry and regulatory requirements, this is considered as a key audit
matter.

Audit response

Our audit procedures included the assessment of controls over the granting, booking and monitoring
processes of loans and receivables, and the specific and collective impairment provisioning process, to
validate the operating effectiveness of the key controls in place. As part of the control testing procedures, we
assessed whether the key controls in the above processes were designed, implemented and operated
effectively.

In addition to testing the key controls, we selected a sample of loans to customers outstanding as at the
reporting date and critically assessed the criteria for determining whether an impairment event had occurred
that would require an impairment. For the sample selected, we also verified whether all impairment events
as identified by us had also been identified by the Bank’s management. For the performing loans to
customers, we assessed whether the borrowers exhibited possible default risk that may affect meeting their
scheduled repayment obligations.

For collective impairment, we obtained an understanding of the methodology used by the Bank to determine
the collective provision, assessed the underlying assumptions and sufficiency and accuracy of the data used
by management.

Other information

The Board of Directors is responsible for the other information. The other information comprises the
information included in the management report but does not include the financial statements and our report
of “réviseur d’entreprises agréé” thereon. Our opinion on the financial statements does not cover the other
information and we do not express any form of assurance or conclusion thereon.
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In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report this fact. We have nothing to report in this regard.

Responsibilities of the Board of Directors and of those charged with governance for the financial
statements

The Board of Directors is responsible for the preparation and fair presentation of the financial statements in
accordance with Luxembourg legal and regulatory requirements relating to the preparation and presentation
of the financial statements, and for such internal control as the Board of Directors determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud
or error.

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

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

Responsibilities of the “réviseur d’entreprises agréé” for the audit of the financial statements

The objectives of our audit are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue a report of the
“réviseur d’entreprises agréé” that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with EU Regulation N° 537/2014, the Law of
23 July 2016 and with the ISAs as adopted for Luxembourg by the CSSF will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

As part of an audit in accordance with EU Regulation N° 537/2014, the Law of 23 July 2016 and with ISAs
as adopted for Luxembourg by the CSSF, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

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

- Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank’s internal control;
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- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Board of Directors;

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

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

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our report unless law or regulation precludes public disclosure
about the matter.

Report on other legal and regulatory requirements

We have been appointed as “réviseur d’entreprises agréé” by the Board of Directors on 19 June 2019 and
the duration of our uninterrupted engagement, including previous renewals and reappointments, is 7 years.

The management report is consistent with the financial statements and has been prepared in accordance
with applicable legal requirements.
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We confirm that the prohibited non-audit services referred to in EU Regulation No 537/2014 were not
provided and that we remained independent of the Bank in conducting the audit.

Ernst & Young
Société anonyme

Cabinet de révision agréé

Jean-Michel Pacaud

Luxembourg, 14 May 2020



Bank of China (Luxembourg) S.A.
Balance sheet

As at 31 December 2019
(Expressed in EUR)

The accompanying notes form an integral part of the financial accounts - 12 -

ASSETS

NOTE(S) 2019 2018

Cash in hand, balances with central
banks and post office banks 3 644,449,830 134,582,238

Loans and advances to credit
institutions 3, 4, 27, 29.1 1,720,063,988 1,257,278,818

a) repayable on demand 1,375,807,812 612,278,818
b) other loans and advances 344,256,176 645,000,000

Loans and advances to customers 3, 5, 27 3,365,721,635 3,451,457,858

Debt securities and other fixed-income
securities 3, 6, 8 315,161,411 282,852,317

a)  issued by public bodies 315,161,411 282,852,317

Participating interests 3, 7, 8 31,000 31,000

Intangible assets 8 251,381 184,981

Tangible assets 8 4,105,028 3,909,587

Other assets 9 3,816,808 2,771,230

Prepayments and accrued income 10, 21, 29.1 8,402,565 12,764,757

Total Assets 11 6,062,003,646 5,145,832,786



Bank of China (Luxembourg) S.A.
Balance sheet

As at 31 December 2019
(Expressed in EUR)

The accompanying notes form an integral part of the financial accounts - 13 -

LIABILITIES

Note(s) 2019 2018

Amounts owed to credit institutions 3, 29.2 2,240,953,334  1,569,248,827

a) repayable on demand 20,967,849 4,146,531
b) with agreed maturity dates or periods
of notice 2,219,985,485 1,565,102,296

Amounts owed to customers 3 2,670,218,756  2,439,010,185

a) repayable on demand 276,312,919 294,951,935
b) with agreed maturity dates or periods
of notice 2,393,905,837  2,144,058,250

Debt evidenced by certificates 12 499,939,850 499,742,802

Other liabilities 13 4,260,078 4,384,679

Accruals and deferred income 14 23,350,749 26,193,377

Provisions 15 11,257,983 11,627,271

a) provisions for taxation 15.1 4,327,800 5,151,440
b) other provisions 15.2, 15.3 6,930,183 6,475,831

Subordinated liabilities 3, 16, 29.2 106,000,000 106,000,000

Subscribed capital 17,18 400,000,000 400,000,000

Legal reserve 18 5,578,176 3,836,377

Other reserves 18 79,624,629 50,307,856

Currency translation reserve 18 1,069,257 645,431

Profit for the financial year 18 19,750,834 34,835,981

Total Liabilities 19 6,062,003,646 5,145,832,786



Bank of China (Luxembourg) S.A.
Off-balance sheet

As at 31 December 2019
(Expressed in EUR)

The accompanying notes form an integral part of the financial accounts - 14 -

CONTINGENT LIABILITIES

Note(s) 2019 2018

Contingent liabilities 3, 20.1 262,461,440 222,585,332
Guarantees given and assets pledged as
collateral security 262,461,440 222,585,332

Commitments 3, 20.2, 27 921,574,472 1,008,298,916



Bank of China (Luxembourg) S.A.
Profit and loss account

As of 31 December 2019
(Expressed in EUR)

The accompanying notes form an integral part of the financial accounts - 15 -

CHARGES

 Note(s) 2019 2018

Interest payable and similar charges 36,886,029 34,748,329

Commission payable 3,281,307 2,773,511

General administrative expenses 32,885,251 31,149,917
a) staff costs 22 23,324,505 22,348,301
 of which:
 - wages and salaries 13,511,275 12,462,868
 - social security costs 4,038,702 3,007,599

of which:
- social security costs relating to
pensions 1,163,504 936,274

b) other administrative expenses 23 9,560,746 8,801,616

Value adjustments in respect of
intangible and tangible assets 8 928,611 857,482

Other operating charges 24 2,248,516 2,365,939

Value adjustments in respect of loans
and advances and provisions for
contingent liabilities and commitments 2.5 27,514,530 10,593,814

Tax on profit on ordinary activities 7,421,350 11,322,912

Profit for the financial year 19,750,834 34,835,981

Total expenses
130,916,428 128,647,885



Bank of China (Luxembourg) S.A.
Profit and loss account (continued)

As of 31 December 2019
(Expressed in EUR)

The accompanying notes form an integral part of the financial accounts - 16 -

INCOME

 Note(s) 2019 2018

Interest receivable and similar income 29.5 100,938,778 91,337,779
of which arising from fixed-income
securities 5,258,524 4,289,731

Commission receivable 29.5 24,557,433 31,964,140

Net profit on financial operations 21 3,273,499 5,033,434

Other operating income 25 2,146,718 312,532

Total income 26 130,916,428 128,647,885
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Notes to the annual accounts (continued)

As at 31 December 2019
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Note 1 – General

Bank of China (Luxembourg) S.A. (“the Bank”) was incorporated on 7 May 1991 as a “société
anonyme” under the laws of Luxembourg.

The Bank is a majority owned subsidiary of Bank of China, Beijing, and The People’s Republic of
China. The annual accounts of the Bank are included in the consolidated accounts of Bank of
China, Beijing, and the consolidated accounts are available at its registered office 1. Fuxingmen
Nei Dajie, Beijing 100818, P.R. China.

The majority of the Bank’s members of the Board of Directors is composed of Senior Executives of
the Bank of China Group. The business policy, unless prescribed by legal requirements existing in
Luxembourg, is monitored in accordance with that applied in the Bank of China Group.

The Bank’s activities are primarily corporate banking services including Corporate loans and
deposit taking, trade financing and wholesale loans.

On 18 June 2007, the Bank opened a branch in Rotterdam (Netherlands). The branch was
established in order to perform the same operations that the Bank is permitted to execute. Its
activities to date consist mainly in trade finance and retail banking services.

On 7 November 2010, the Bank opened a branch in Brussels (Belgium). Just like the Rotterdam
Branch, the Brussels Branch was established in order to perform the same operations that the
Bank is permitted to execute. Its main focus consists of providing corporate banking activities to
Chinese corporations active in the Belgian market, and to provide personal banking services to
Chinese people residing in Belgium. Other target clients are Belgian companies with substantial
investments in China and companies involved in international trade between Belgium and China.

On 6 June 2012, the Bank opened a branch in Warsaw (Poland), and on 2 July 2012 a branch in
Stockholm (Sweden). Those two branches were established in order to perform the same
operations that the Bank is permitted to execute. Their activities to date comprise corporate
banking and retail banking services.

On 22 April 2013, the Bank opened a branch in Lisbon (Portugal). Like the four already existing
branches, it was established in order to perform the same operations that the Bank is permitted to
execute. Its activities to date consist mainly of trade finance, corporate banking and retail banking
services.

On 1 November 2019, the Bank was granted a license by the National bank of Greece to establish
a branch in Athens, Greece. Operations are due to commence in February 2020.

These annual accounts include the operations of the Rotterdam Branch, Brussels Branch, Poland
Branch, Stockholm Branch and Lisbon Branch.

To a significant extent, the Bank cooperates with its parent bank and other entities of the Bank of
China Group.
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Notes to the annual accounts (continued)

As at 31 December 2019
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Note 2 – Summary of significant accounting policies

The Bank prepares its annual accounts in accordance with the laws and regulations in force in the
Grand Duchy of Luxembourg and on the basis of accounting principles generally accepted in the
banking sector in the Grand Duchy of Luxembourg. The accounting and valuation principles are
determined by the Board of Directors, except those which are defined by law and by the
Commission de Surveillance du Secteur Financier (“CSSF”). Where necessary, certain prior year
figures in the notes to the annual accounts have been reclassified to conform with changes to the
current year’s presentation for comparative purposes.

The Bank prepares its annual accounts in euro (EUR), the currency in which its capital is
expressed.

The Bank’s accounting year coincides with the calendar year.

The significant accounting policies are as follows:

2.1. Foreign currency translation

The Bank uses the multi-currency accounting system which records all assets and liabilities in their
original currencies. For the preparation of the annual accounts which are expressed in Euros
(EUR), amounts in foreign currencies are translated as follows:

- All assets, liabilities and off-balance sheet items are translated into EUR at the exchange rate
prevailing at the balance sheet date. Both realized and unrealized profits and losses arising on
revaluation are accounted for in the profit and loss account for the year, except for those on
assets and liabilities specifically covered by operations linked to foreign exchange rates which
are recorded at historical exchange rates;

- Interest income and charges and commissions are recorded in their original currencies and
translated into EUR at the exchange rate prevailing at the end of each month. Other income
and expenses are translated into EUR at the exchange rate prevailing on the date of the
transaction;

- Profit or loss on foreign exchange translation is recognized in the profit and loss account for
the year.

For the Bank’s Polish and Swedish branches the currencies of the primary environment are the
Polish Zloty and the Swedish Krona respectively and the financial statements of these branches
are initially established in the currencies of their location.

The assets and liabilities of the Bank’s operations through these foreign branches are translated for
the preparation of the Bank’s annual accounts into EUR at the exchange rates prevailing at the
balance sheet date. Income and expense items are translated at the average exchange rates for
the year. Exchange differences arising are classified as equity and transferred to the Bank’s
“Currency translation reserve”. Such exchange differences are recognized in profit or loss in the
period in which gain or loss is realized.
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Notes to the annual accounts (continued)

As at 31 December 2019
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Note 2 - Summary of significant accounting policies (continued)

The year-end exchange rates of the main currencies used by the Bank are summarized as follows:

2019 2018
1 EUR = 1.1220 USD 1.1429 USD
1 EUR = 7.8155 CNY 7.8547 CNY
1 EUR = 10.4593 SEK 10.2282 SEK
1 EUR = 4.2539 PLN 4.3036 PLN

2.2. Debtors

At the balance sheet date, debtors are recorded at their nominal value less repayments and value
adjustments.

The Bank establishes specific value adjustments in respect of doubtful and irrecoverable debts, as
deemed appropriate by the Board of Directors.

Value adjustments are deducted from the assets items to which they relate.

2.3. Creditors

At the balance sheet date, creditors are stated at their payable amount.

2.4. Intangible and tangible assets

Intangible and tangible assets are valued at purchase price less accumulated depreciation. The
accumulated depreciation is calculated to write off the value of such assets systematically over
their useful economic lives.

The value of intangible and tangible fixed assets with limited useful economic lives is reduced by
value adjustments calculated to write off the value of such assets on a straight line basis. The rates
in use are as follows:

- Software: 20% and 33.3%;

- Furniture, fixtures and equipment: 10% 20% and 33%;

- Computer equipment: 20% and 25%;

- Motor vehicles: 20% and 25%.

Assets not exceeding EUR 870 each and with an economic useful life of less than 12 months are
written off to the profit and loss account.
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Note 2 - Summary of significant accounting policies (continued)

2.5. Provision for risk exposures

Since 1 January 2019, the Bank has replaced the former lump sum provision by a collective
provision calculated  using the expected credit loss on its risk exposures based on the
methodology defined under IFRS 9. Provisions for credit impairment of financial assets and loss
allowances for loan and guarantee commitments are calculated according to each individual
counterparty’s rating, on the basis of loan loss criteria and parameters defined and communicated
by Bank of China head office. The expected credit loss is recognized under Luxembourg GAAP
under the principle of prudence.

2.6. Financial instruments - derivatives

The Bank's commitments deriving from financial instruments derivatives such as forward foreign
exchange operations, interest rate swaps, forward rate agreements and financial futures are
recorded on the transaction date as off-balance sheet items.

At the year-end, where necessary, a provision is set up in respect of individual unrealised losses
resulting from the revaluation of the Bank's commitments at market value. This provision is
included on the liabilities side of the balance sheet under "Provisions: other provisions".

No provision is set up in those cases where a financial instrument clearly covers an asset or a
liability and economic unity is established or where a financial instrument is hedged by a reverse
transaction so that no open position exists.

In accordance with the principle of prudence, unrealized gains are not recognized.

2.7. Taxes

Taxes are charged to the profit and loss account on an accruals basis and not in the year in which
payment occurs. Accordingly, provisions for taxation have been recorded for the financial years for
which no final assessments have been issued by the tax authorities.

2.8. Debt securities and other fixed-income securities

Debt securities and other fixed-income securities included in the Bank's investment portfolio are
stated at the lower of their acquisition cost or their market value.

Where the purchase price of fixed-income securities included in the Bank’s structural portfolio
exceeds the amount repayable at maturity, the difference is charged to the profit and loss account
on a prorata temporis basis over the period from the acquisition date to the maturity date.

The value adjustment, corresponding to the negative difference between the market value and the
acquisition cost, is not maintained if the reasons for which it was recorded no longer exist.
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Note 2 - Summary of significant accounting policies (continued)

2.9. Forward exchange transactions

Unsettled forward exchange transactions are translated into euro at the forward rate prevailing on
the balance sheet date for the remaining maturity.

Unrealized exchange losses on un-hedged forward exchange transactions are recognized in the
profit and loss account.

No provision is set up in those cases where a financial instrument clearly covers an asset or a
liability and economic unity is established or where a financial instrument is hedged by a reverse
transaction so that no open position exists.

In accordance with the principle of prudence, unrealized gains are not recognized.

2.10. Participating interests

Participating interests are classified by the Bank in the investment portfolio and are valued at cost
less impairment. Value adjustments are only taken into consideration when the depreciation of the
estimated realized value compared to the acquisition cost is deemed permanent.

2.11. Prepayments and accrued income

Prepayments and accrued income includes expenditures incurred during the financial year but
relating to a subsequent financial year. The accrued income refers to interest income accrued
during the financial year and to be received in subsequent financial year.

2.12. Accruals and deferred income

Accruals and deferred income includes income received during the financial year but relating to a
subsequent financial year.

2.13. Commissions

In 2018, the Bank has formalized and implemented a revised accounting policy on commission on
bilateral and syndicated loans.

If the commission amount is equal or less than EUR 100,000 or equivalent, the commission is
recorded as a one-off booking entry. If the amount is superior to EUR 100,000 or equivalent, the
Bank records it either as a one-off booking entry or amortized over the lifetime of the loan granted
depending on the nature of the commission as defined in the facility agreement and the fee letter
provided by the syndication agent.
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Note 3 – Analysis of primary financial instruments

As of 31 December 2019, the analysis of primary non-trading financial instruments by class and residual maturity is the following (before allocation of the
collective provision and value adjustments):

Less than 3
months 3 - 12 months  1 - 5 years More than

5 years
Unspecified

maturity Total

Cash in hand, balances with central
banks and post office banks 644,449,830 --- --- --- --- 644,449,830
Loans and advances to credit
institutions 1,450,071,560 270,000,000 --- --- --- 1,720,071,560
Loans and advances to customers 137,505,303 249,990,363  2,318,837,913 706,300,984 --- 3,412,634,563
Debt securities and other fixed-
income securities --- 155,335,664 160,367,851 --- --- 315,703,515
Participating interests --- --- --- --- 31,000 31,000

 2,232,026,693 675,326,027  2,479,205,764 706,300,984 31,000 6,092,890,468

Amounts owed to credit institutions 1,182,567,961 138,018,297 875,367,076 45,000,000 --- 2,240,953,334
Amounts owed to customers 1,862,393,999 709,661,165 98,163,592 --- --- 2,670,218,756
Debt evidenced by certificates --- 499,939,850 --- --- --- 499,939,850
Subordinated liabilities --- --- --- --- 106,000,000 106,000,000
Contingent liabilities 79,409,599 179,975,265 2,871,591 204,986 --- 262,461,441
Commitments --- 13,368,627 882,193,384 26,012,462 --- 921,574,473

3,124,371,559  1,540,963,204  1,858,595,643 71,217,448 106,000,000 6,701,147,854
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Note 3 - Analysis of primary financial instruments (continued)

As of 31 December 2018, the analysis of primary non-trading financial instruments by class and residual maturity is the following (before allocation of the
collective provision and value adjustments):

2018
(in EUR)

Less than 3
months

3 - 12 months  1 - 5 years More than
5 years

Unspecified
maturity Total

Cash in hand, balances with central
banks and post office banks 134,582,238 --- --- --- --- 134,582,238
Loans and advances to credit
institutions 1,257,283,075 --- --- --- ---  1,257,283,075
Loans and advances to customers 286,313,466 553,646,311  1,821,236,502 810,113,549 ---  3,471,309,828
Debt securities and other fixed-
income securities 43,620,089 --- 239,232,228 --- --- 282,852,317
Participating interests --- --- --- --- 31,000 31,000

1,721,798,868 553,646,311  2,060,468,730 810,113,549 31,000  5,146,058,458

Amounts owed to credit institutions 1,092,276,382 461,492,782 --- 15,479,663 ---  1,569,248,827
Amounts owed to customers 1,582,141,148 688,633,408 168,235,629 --- ---  2,439,010,185
Debt evidenced by certificates --- --- 499,742,802 --- --- 499,742,802
Subordinated liabilities --- --- --- --- 106,000,000 106,000,000
Contingent liabilities 108,626,943 42,223,454 71,532,894 202,041 --- 222,585,332
Commitments --- 100,000,000 450,439,628 457,859,288 ---  1,008,298,916

2,783,044,473  1,292,349,644  1,189,950,953 473,540,992 106,000,000  5,844,886,062
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Note 4 - Loans and advances to credit institutions

The geographical breakdown of loans and advances to credit institutions, including those repayable
on demand, (before allocation of the collective provision and value adjustments) is as follows:

2019 2018
EUR EUR

Asia 2,431,583 25,996
Europe (EU member countries) 1,641,958,565 1,256,897,299
Europe (Non EU member countries) 155,691 11,834
Other 75,525,721 347,946

1,720,071,560 1,257,283,075

 As of 31 December 2019, value adjustment on loans and advances to credit institutions is
composed of the expected credit loss and amounts to EUR 7,572 (2018: EUR 4,257).

Note 5 - Loans and advances to customers

The geographical breakdown of loans and advances to customers is as follows (before allocation of
the collective provision and value adjustments):

2019 2018
EUR EUR

Asia 232,619,210 384,837,869
Europe (EU member countries) 2,875,228,250 2,669,755,424
Europe (non-EU member countries) 50,000,000 18,587,000
Other 254,787,103 398,129,535

3,412,634,563 3,471,309,828



Bank of China (Luxembourg) S.A.
Notes to the annual accounts (continued)

As at 31 December 2019

- 25 -

Note 5 - Loans and advances to customers (continued)

The breakdown of loans and advances to customers per economic sector may be presented as
follows (before allocation of the collective provision and value adjustments):

2019 2018
EUR EUR

Retail customers 4,232,729             3,465,914
Financial and insurance companies 189,390,942         228,540,151
Agriculture, forestry and fishing 18,917,730           18,917,730
Electricity, gas, steam and air cond. supply 128,226,585         145,682,070
Information and communication 333,591,266         240,561,959
Manufacturing 767,200,869         950,658,536
Real estate activities 561,760,363         455,874,381
Transport and storage 246,179,212         333,534,533
Water supply, sewerage, waste management 81,402,008         100,150,572
Wholesale and retail trade 540,465,456         444,044,249
Accommodation and food service activities 37,933,335           48,550,872
Administrative and support service activities 104,305,788           34,049,776
Construction 89,679,000           83,587,000
Human health and social work activities 16,000,000           25,500,000
Professional, scientific and technical activities 233,349,280         228,192,085
Mining and Quarrying 30,000,000         100,000,000
Other services 30,000,000           30,000,000

3,412,634,563 3,471,309,828

As of 31 December 2019, value adjustment on loans and advances to customers is composed of
the expected credit loss and amounts to EUR 46,912,928 (2018: EUR 19,851,970).

Note 6 - Debt and other fixed-income securities

As of 31 December 2019 and 2018, all debt and other fixed-income securities are intended to be
used on a continuing basis and are considered as financial fixed assets. All debt and other fixed-
income securities are US Treasury bonds for a total market value of USD 354,239,960
(2018: USD 323,271,913).

As of 31 December 2019, value adjustments recorded on these bonds amount to zero
(2018: EUR 994,017).
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Note 7 - Participating interests

On 31 December 2015, the Bank launched the Luxembourg SICAV named BOC (Europe) UCITS
SICAV (previously BOC (Europe) UCITS SICAV). As of 31 December 2018 and 2017, the
subscribed capital amounts to EUR 31,000, represented by 310 shares with a nominal value of
EUR 100 each.

As of 31 December 2019 and 2018, there is no impairment recorded as the Board of Directors
considers that there does not exist a permanent reduction in its value at the balance sheet date.



Bank of China (Luxembourg) S.A.
Notes to the annual accounts (continued)

As at 31 December 2019

- 27 -

Note 8 - Movements in fixed assets

The following movements have occurred in the Bank's fixed assets in the course of the financial year:

GROSS VALUE VALUE ADJUSTMENTS
Gross value at
the beginning
of the
financial year

Additions Disposals Foreign
exchange
impact

Gross value at
the end of
the financial
year

Cumulative
value
adjustments at
the beginning
of the financial
year

Adjustments Re-
adjustments

Foreign
exchange
impact

Cumulative
value
adjustments at
the end of the
financial year

Net book
value at the
end of the
financial year

EUR EUR EUR EUR EUR  EUR EUR EUR EUR EUR EUR
Financial fixed
assets
Debt securities and
other fixed-income
securities 283,846,334 248,514,407 (222,478,934) 5,279,604 315,161,411 (994,017) 994,017 --- --- --- 315,161,411
Participating
interests 31,000 --- --- --- 31,000 --- --- --- --- --- 31,000

Intangible assets
Software 484,477 219,949 (55,886) 3,551 652,091 (299,496) (99,316) --- (1,898) (400,710) 251,381

Tangible assets
Furniture, fixtures
and fittings, tools
and equipment 10,067,123 945,218 (24,560) 1,369 10,989,150 (6,157,536) (829,295) 98,519 4,190 (6,884,122) 4,105,028
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Note 9 - Other Assets

As of 31 December 2019 and 2018 the following amounts are included in Other Assets.

2019 2018
EUR EUR

Receivables 1,230,150 682,980
Prepaid fees (including derivatives) 147,692 1,182,729
Other 2,438,966 905,521

3,816,808 2,771,230

Other includes an amount of EUR 1,998,250 (2018: EUR 759,926) representing deferred tax
assets for the Poland branch.

Note 10 - Prepayments and accrued income

As of 31 December 2019 and 2018, prepayments and accrued income are composed of:

2019 2018
EUR EUR

Prepaid taxes --- 195,591
Accrued interest income 8,326,262 12,366,398
Other prepayments 76,303 202,768

8,402,565 12,764,757

Note 11 - Assets denominated in foreign currency

As of 31 December 2019, the aggregate amount of the Bank’s assets denominated in foreign
currencies, translated into EUR, is EUR 1,626,713,896 (2018: EUR 1,676,626,460).

Note 12 - Debts evidenced by certificates

As of 31 December 2019, debts evidenced by certificates are composed of floating rates notes
issued on 20 April 2017 on the Hong Kong Stock Exchange for an outstanding amount of EUR
499,939,850 (2018: EUR 499,742,802 ).

As of 31 December 2019, the bonds issued can be summarized as follows:

Type Currency Nominal Amount Date of
Issuance

Interest
Rate Maturity

Bond EUR 500,000,000 20 April 2017 3 months
Euribor + 67bps April 20 2020
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Note 13 - Other liabilities

As of 31 December 2019, other liabilities are composed of:

2019 2018
EUR EUR

Pension payable 79,201 100,370
Taxes and VAT payable 1,771,572 1,357,692
Outward Remittances 2,409,305 2,926,617

4,260,078 4,384,679

Outward remittances represent short term payables settled shortly after year-end.

Note 14 - Accruals and deferred income

As of 31 December 2019 and 2018, the following amounts are included in the accruals and
deferred income:

2019 2018
EUR EUR

Accrued interest expense 7,906,563 8,321,379
Deferred Income - Prepaid commission 13,453,717 14,794,947
Deferred Income - Derivatives prepaid handling fees 189,000 1,589,000
Value adjustments on derivative transactions 1,801,469 1,488,051

23,350,749 26,193,377

Note 15 – Provisions

15.1. Provisions for taxation

The Bank is subject to all taxes that apply to Luxembourg credit institutions. The five branches are
also subject to all taxes applicable in their respective jurisdiction. The Bank has received final tax
assessments from the Luxembourg tax administration up to 2013 as regards to corporate income
tax, municipal business tax and net wealth tax. The provisions for taxation are presented net of
advances paid to the respective tax administration.
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Note 15 – Provisions (continued)

15.2. Other provisions

Other provisions may be presented as follows:

2019 2018
EUR EUR

Value Adjustments on Guarantees and Commitments 1,543,775 1,012,845
Bonus provision 4,413,186 4,422,384
Previous year’s award payable 973,222 1,040,602

6,930,183 6,475,831

15.3. Deposit guarantee and investor compensation schemes

On 18 December 2015 a new law regarding the resolution, recovery and liquidation measures of
credit institutions on deposit guarantee schemes and indemnification of investors (hereafter the
“Law”) was approved. This Law transposed to Luxembourg two European directives: the directive
2014/59/EU establishing a framework for the recovery and resolution of credit institutions and
investment firms and the directive 2014/49/EU related to deposit guarantee and investor
compensation schemes.

The Law introduced a contribution based system of deposit guarantee and investor compensation.
This scheme will cover eligible deposits of each depositor up to an amount of EUR 100,000 and
investments up to an amount of EUR 20,000.

The scheme is based on two different contributions: the European Single Resolution Fund (“SRF”)
and the Luxembourg deposit guarantee fund “Fonds de garantie des dépôts Luxembourg”
(“FDGL”).

The funded amount of the Fonds Resolution Luxembourg (“FRL”) shall reach by the end of 2024 at
least 1% of the Bank’s covered deposits, as defined in article 1 number 36 of the Law, concerning
all authorized credit institutions in all participating Member States.

This amount will be collected from the credit institutions through annual contributions during the
years 2015 to 2024.

The target level of funding of the FGDL is set at 0.8% of covered deposits, as defined in article 163
number 8 of the Law, of the relevant credit institutions.
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Note 15 – Provisions (continued)

In 2019 and 2018, the Bank has paid the following contributions:

2019 2018
EUR EUR

Single Resolution Fund contributions paid 1,928,332 1,063,410
FGDL Contributions paid 52,847 101,088

1,981,179 1,164,498

As of 31 December 2019, there is no AGDL/FGDL provision recorded. FGDL contribution charges
recorded during the year are included under the caption “Other operating charges” (refer to
Note 24)

Over 2019, no partial refunds were recovered (2018: EUR 91) in relation to the Bank’s contribution
to the respite of payment occurred by three Luxembourg subsidiaries of Icelandic banks back in
2008/2010, and booked as other operating income (see Note 25).

Note 16 - Subordinated liabilities

For the year ended 31 December 2019, interests paid on subordinated loans amount to
EUR 525,934 (2018: EUR 579,461).

There are no special terms attached to the subordinated liabilities and they may not be converted
into capital or any other form of liability. The subordinated liabilities meet all the requirements of the
CSSF for assimilation to the Bank's own funds. Approval from the CSSF for the subordinated loan
contracted on the 16th July 2018 was received on 2 July 2018.

Note 17 - Subscribed capital

As of 31 December 2019 and 2018, the Bank’s authorized and fully paid-up capital amounts to
EUR 400,000,000 and is represented by 50,000 shares with no par value
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Note 18 - Changes in shareholders’ equity

(in EUR)
Subscribed

capital
Legal reserve

(1)

Other
 reserves

(2)

Currency
translation

reserve
(3)

Total
reserves

(1)+(2)+(3)
Profit for the

financial year Total

Balance as at 1 January 2019 400,000,000 3,836,377 50,307,856 645,431 54,789,664 34,835,981 489,625,645

Allocation of 2018 profit as per the
resolution of Shareholders’ meeting
held on 18 June 2019:

--- --- --- --- --- (34,835,981) (34,835,981)

Transfer to Legal reserve --- 1,741,799 --- 1,741,799 --- 1,741,799

Transfer to Other reserves --- --- 25,559,123 --- 25,559,123 --- 25,559,123

Transfer to Net wealth tax
reserves

--- --- 5,552,425 --- 5,552,425 --- 5,552,425

Dividend paid --- --- (1,791,758) --- (1,791,758) --- (1,791,758)

Currency translation gain/(loss) on
foreign branches during the year

--- --- (3,017) 423,826 420,809 --- 420,809

Profit for the financial year 2019 --- --- --- --- 19,750,834 19,750,834

Balance as at 31 December 2019 400,000,000 5,578,176 79,624,629 1,069,257 86,272,062 19,750,834 506,022,896
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Note 18 - Changes in shareholders’ equity (continued)

18.1 Legal reserve

Under Luxembourg law, the Bank must appropriate to a legal reserve an amount equivalent to at
least 5% of the annual net profit until such reserve is equal to 10% of the share capital. The legal
reserve is not distributable.

18.2  Other reserves

In accordance with Luxembourg tax law, the Bank has, where relevant, made yearly allocations of
an amount equal to 5 times the theoretical net wealth tax amount to the special reserve for net
wealth tax reduction, which it committed to maintain for 5 years from the year of the respective
allocations.

The special reserve for net wealth tax reduction may be analysed as follows:

2019 2018
EUR EUR

Special reserve in relation to the 2013 net wealth tax --- 1,791,758
Special reserve in relation to the 2014 net wealth tax 1,793,789 1,793,789
Special reserve in relation to the 2015 net wealth tax 1,870,978 1,870,978
Special reserve in relation to the 2016 net wealth tax 1,437,181 1,437,181
Special reserve in relation to the 2019 net wealth tax 5,552,425 ---

10,654,373 6,893,706

Note 19 – Liabilities denominated in foreign currency

As of 31 December 2019, the aggregate amount of the Bank’s liabilities denominated in foreign
currencies, translated into EUR, is EUR 1,611,581,230 (2018: EUR 1,659,660,590).

Note 20 - Off-balance sheet

20.1. Contingent liabilities

Contingent liabilities consist of the following:
2019 2018
EUR EUR

Guarantees pledged as collateral securities 262,461,440 222,585,332
262,461,440 222,585,332

As of 31 December 2019, value adjustment on contingent liabilities is composed of the expected
credit loss and amounts to EUR 83,578 (2018: EUR 218,422).
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Note 20 - Off-balance sheet (continued)

20.2. Commitments

As at 31 December 2019 and 2018, the Bank’s commitments represent exclusively unused
confirmed credit lines.

As at 31 December 2019 and 2018, the geographical breakdown of commitments is as follows:

2019 2018
EUR EUR

Asia --- 393,735,235
Europe (EU member countries) 903,375,503      582,297,265
Europe (non EU member countries) ---        1,413,000
Other 18,198,970        30,853,416

921,574,473 1,008,298,916

As of 31 December 2019 and 2018, there were no credit commitments towards affiliated
undertakings.

The Bank has not entered into other commitments which are not disclosed either in the balance
sheet or in the off-balance sheet items.

As of 31 December 2019, value adjustment on commitments is composed of the expected credit
loss and amounts to EUR 1,460,038 (2018: EUR 794,266).

20.3. Other commitments

The Bank has a total rental commitment of EUR 27,915,768 as of 31 December 2019
(2018: EUR 16,110,231) for its current premises in Luxembourg and the lease contract of the
premises of its five branches (Rotterdam/Brussels/Poland/Stockholm/Lisbon).

Note 21 - Net profit or (loss) on financial operations

The net profit or (loss) on financial operations is mainly composed of the realized gain or (loss) on
foreign exchange transactions (spot and swap) and interest rate swaps.
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Note 22 - Staff costs

22.1. Staff numbers

The average number of persons employed (FTE) by the Bank was:

2019 2018
EUR EUR

Senior management 9 9
Employees 184 160

193 169

22.2. Management remuneration

The Bank has granted the following compensation to the members of the senior management
(2019: 10 persons; 2018: 9 persons):

2019 2018
EUR EUR

Remuneration of senior management 3,321,750 4,263,908

During the years ended 31 December 2019 and 2018, no pension contribution was paid to any
director or members of the senior management.

No loans, advances or guarantees have been granted to the directors or members of the senior
management and/or to the members of their families.

There are no guarantees issued in favour of the local senior management. There are no pension
commitments existing in favour of the local senior management.
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Note 23 - Other administrative expenses

Other administrative expenses consist of:

2019 2018
EUR EUR

Office building expenses 3,607,293 2,914,738
Inspecting expenses 632,978 872,587
Consultation expenses 1,652,663 1,586,527
Board meeting expenses 399,510 343,219
External auditor fees 188,657 311,207
Operation serving fees for other banking business 215,648 179,224
System and software expenses 586,321 710,987
Travelling expenses 715,475 730,433
Legal fees 226,309 165,907
Marketing and communication 511,993 347,471
Membership expenses 133,472 152,097
Printing, Postage, Stationery & Supplies 192,840 213,116
Other 497,587 274,103

9,560,746 8,801,616

Note 24 - Other operating charges

Other operating charges at year-end are as follows:
2019 2018
EUR EUR

Single Resolution Fund contribution 1,928,332 1,063,410
FGDL provision contribution 52,847 101,088
VAT payable 244,777 232,901
Other 22,560 968,540

2,248,516 2,365,939
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Note 25 - Other operating income

Other operating income at year-end is as follows:
2019 2018
EUR EUR

VAT recoverable 1,946 26,528
Reimbursement from AGDL (Note 15.3) --- 91
Other 2,144,772 285,913

2,146,718 312,532

Other includes an amount of EUR 2,009,682 representing retained earnings adjustments for the
deferred tax assets for the Poland and Stockholm branches.

Note 26 - Geographical analysis of income

As of 31 December 2019 and 2018, the Bank is primarily involved in lending activities and private
banking. Most of the income generated by the Bank is coming from customers or credit institutions
located in Europe and Asia, most notably in Europe, Hong-Kong and Mainland China.
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Note 27 - Credit risk analysis

As of 31 December 2019, the Bank’s exposure to credit risk can be analysed as follows (before
allocation of the collective and specific provisions and value adjustments):

(in EUR)

Balance sheet and
off-balance sheet

items
(1)

Guarantees &
Collateral

(2)

Net risk exposure
(3)

Loans and advances to
credit institutions 1,720,071,560 --- 1,720,071,560

Loans and advances to
customers 3,412,634,563 (1,362,919,728) 2,049,714,835

Commitments 921,574,473 --- 921,574,473

6,054,280,596 (1,362,919,728) 4,691,360,868

As of 31 December 2018, the Bank’s exposure to credit risk can be analysed as follows (before
allocation of the collective and specific provisions and value adjustments):

(in EUR)

Balance sheet and
off-balance sheet

items
(1)

Guarantees &
Collateral

(2)

Net risk
exposure

(3)

Loans and advances to
credit institutions

1,257,283,075 --- 1,257,283,075

Loans and advances to
customers

3,471,309,828 (3,337,288,293) 134,021,535

Commitments 1,008,298,916 --- 1,008,298,916

5,736,891,819 (3,337,288,293) 2,399,603,526
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Note 28 - Financial instruments disclosures

28.1. OTC derivative non-trading financial instruments

As of 31 December 2019, the analysis of the OTC derivative non-trading financial instruments by class and residual maturity is the following:

At notional amount in EUR  3 months > 3 months > 1 year > 5 years Total Fair Value

FINANCIAL ASSETS
Instrument class
Forex Options --- 40,000,000 25,000,000 --- 65,000,000 305,811
Forex Spot 26,368,112 46,153,275 --- --- 71,521,387 1,307,087
Interest Rate Swap --- --- --- 25,000,000 25,000,000 292,518
Total 26,368,112 86,153,275 25,000,000 25,000,000 161,521,387 1,905,416

FINANCIAL LIABILITIES
Instrument class

Forex Options --- 40,000,000 25,000,000 --- 65,000,000 205,811
Forex Spot 51,719,886 92,737,753 --- --- 144,457,639 1,299,781
Forex Spot 2,007,452 --- --- --- 2,007,452 3,360
Interest Rate Swap --- --- --- 25,000,000 25,000,000 292,517
Total 53,727,338 132,737,753 25,000,000 25,000,000 236,465,091 1,801,469
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Note 28 - Financial instruments disclosures (continued)

As of 31 December 2018, the analysis of the OTC derivative non-trading financial instruments by class and residual maturity is the following:

At notional amount in EUR  3 months
> 3 months

1 year
> 1 year  5

years > 5 years Total Fair Value

FINANCIAL ASSETS
Instrument class
Forex Swap --- --- 152,100,650 --- 152,100,650 1,675,180
Forex Spot 289,748 --- --- 289,748 929
Interest Rate Swap --- --- 25,000,000 --- 25,000,000 239,651
Total 289,748 --- 177,100,650 --- 177,390,398 1,915,760

FINANCIAL LIABILITIES
Instrument class
Forex Swap --- --- 152,100,650 --- 152,100,650 1,245,180
Forex Spot 1,609,834 --- --- 1,609,834 3,221
Interest Rate Swap --- --- 25,000,000 25,000,000 239,651
Total 1,609,834 --- 177,100,650 --- 178,710,484 1,488,052

Operations linked to currency exchange rates are made to a large extent to cover the fluctuations in foreign exchange rate.
The Bank does not enter into trading speculative positions.
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Note 28 - Financial instrument disclosures (continued)

28.2. Information on derivative non-trading financial instruments

Notional amount Notional amount
in EUR in EUR

2019 2018
FINANCIAL LIABILITIES

Foreign exchange transactions 236,465,091 153,710,483
EU member countries 65,055,357 157,494
Asia 96,603,720 153,552,989
Other 74,806,014 ---

Due to the limited number of operations, the Bank has reduced exposure to credit and liquidity risk.

Note 29 - Balances with related parties

29.1. Assets

As of 31 December 2019 and 2018, the following balances with related parties are included on the
assets side of the balance sheet:

2019 2018
EUR EUR

Loans and advances to credit institutions 1,985,197,754 1,235,561,287

As of 31 December 2019, the loans and advances to credit institutions which are related parties
include accrued interests of EUR 5,914 (2018: EUR 32,732).

29.2. Liabilities

As of 31 December 2019 and 2018, the following balances with related parties are included on the
liabilities side of the balance sheet:

2019 2018
EUR EUR

Amounts owed to credit institutions 1,983,969,805 1,369,901,997
Subordinated liabilities 106,000,000 106,000,000

2,089,969,805 1,475,901,997
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Note 29 - Balances with related parties (continued)

29.3. Off-balance sheet

As of 31 December 2019, the off-balance sheet amounts with related parties are EUR 28,468,261
(2018: EUR 40,577,507).

29.4. Charges

As of 31 December 2019 charges recorded with related parties are EUR 24,606,172
(2018: EUR 20,764,093).

29.5. Income

As of 31 December 2019 income recorded with related parties are EUR 2,620,291
(2018: EUR 1,816,736).

Note 30 - Remuneration of the independent auditor

The fees paid by the Bank to its independent auditor were as follows (excluding VAT):

2019 2018
EUR EUR

Statutory audit services 148,000 137,200
Other related service 40,657 ---

188,657 137,200

Note 31 - Return on assets (“ROA”)

The Bank’s return on assets is as follows:

2019 2018
EUR EUR

Total assets 6,062,003,646 5,145,832,786
Profit for the financial year 19,750,834 34,835,981
Return on assets 0.33% 0.68%

Note 32 - Subsequent events

No events have occurred subsequent to 31 December 2019 that would require adjustment to the
annual accounts as of 31 December 2019.

On the 16 January 2020 the Bank issued bonds to a value of EUR 800 million with a maturity date
16 January 2023 and interest rate per annum at 0.125%.
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The development of the COVID-19 virus into a pandemic over the course of the first quarter of
2020 has created an unprecedented environment both operationally and for the financial markets.
In this context, the Bank has taken all necessary steps to ensure the health and safety of staff and
clients, and the continued smooth running of the business. It is too early to perform a detailed
assessment of the impact on the Bank. As of the date of this report, the Bank does not expect a
significant increase in credit losses. Altogether, given that the Bank enjoys strong solvency and
liquidity levels well above regulatory requirements, the bank’s sustainability in the coming year and
beyond is not expected to be affected.


