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Chairman’s Statement  

As the Chairman of Bank of China (UK) Limited, I am pleased to present our Annual Report for 2025. This 
year has further underlined the complexity of the global operating environment, and it has also been  my first 
year in this role. I have been struck by both the pace of change and the professionalism with which our teams 
have continued to serve customers and stakeholders while maintaining strong governance and control 
standards. 

The geopolitical and policy backdrop remained highly dynamic. Alongside continuing international tensions 
and shifting foreign policy priorities, trade and tariff discussions have contributed to heightened uncertainty in 
cross-border investment and supply chains. At the same time, these developments have encouraged 
sovereign states to diversify their international economic relationships and to pursue pragmatic engagement 
designed to reduce exposure to concentrated risks. In this context, we have also observed renewed efforts by 
many jurisdictions to explore stable, constructive channels for economic cooperation with China, recognising 
the mutual benefits of predictable trade and financial connectivity. 

In the United Kingdom, the interest-rate cycle continued to evolve, with monetary policy gradually moving 
toward a more accommodative stance over the year. While inflation pressures moderated, uncertainty around 
growth and the path of policy remained. Against this backdrop, our strategic focus has stayed consistent to 
manage change responsibly, protect our customers’ interests, and maintain robust regulatory compliance and 
risk management standards. 

UK–China engagement also showed encouraging momentum. Following the UK–China Economic and 
Financial Dialogue held in Beijing in January 2025, both sides highlighted areas of cooperation spanning 
financial services, capital markets and sustainable finance. More recently, the UK Prime Minister’s visit to 
China in late January 2026 provides further prospect for steadier relations and practical collaboration going 
forward—an important signal as markets seek clarity and confidence in international economic relationships. 

Environmental, Social and Governance (ESG) priorities continued to be integral to our approach in 2025. We 
have remained committed to embedding ESG considerations into decision-making, enhancing transparency, 
and supporting the development of high-quality sustainable finance—reflecting both stakeholder expectations 
and our long-term view of prudent, resilient banking. 

I would like to thank our Executive Management team and all colleagues for their dedication and resilience 
throughout the year. Looking ahead, the Bank recognises that global uncertainty may persist. The Bank will 
continue to strengthen our foundations, maintain disciplined risk and compliance standards, and stay close to 
our customers’ needs—while also seeking opportunities to support sustainable growth and constructive UK–
China economic cooperation.   

 
 
 

Richard Reid 

Chairman of the Board of Directors 
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Chief Executive Officer’s Statement  

Reflecting on 2025, Bank of China (UK) Limited continued to operate in an environment shaped by economic 
challenges and global uncertainty. Despite these conditions, we maintained a clear focus on service quality, 
control standards, and responsible growth. The Bank’s total assets were maintained at £2.3 billion as of the 
year end 2025. Total income has increased from £187.3 million to £188.3 million in 2025.   

Throughout the year, political and policy dynamics continued to evolve internationally, with shifting foreign 
policy priorities and ongoing debate around trade measures and tariffs. While not all tariff threats translated 
into fully realised outcomes, the backdrop itself created uncertainty for corporates and investors, reinforcing 
the need for disciplined risk management and strong customer support. 

In the UK, the monetary-policy environment continued to normalise, with interest rates easing over the 
course of the year. These changes influenced customer behaviour, funding conditions and market dynamics. 
Our response remained anchored in our obligations to customers and regulators: we continued to prioritise 
customers’ needs, to deliver good outcomes to our customers, and to maintain strong regulatory compliance 
and operational resilience. 

We also remained committed to community engagement during the year, continuing to support local 
initiatives and cultural and charitable activities that strengthen our connection with the communities we 
serve. 

On sustainability, we maintained our strategic focus and continued to support the transition to a lower-carbon 
and more resilient economy, including through the enhancement of green and transition finance capabilities 
and ongoing improvements in governance and disclosure practices. 

Looking forward, our priorities remain clear. We will continue to strengthen operational efficiency and risk 
controls, maintain high standards of compliance, and support our customers through changing market 
conditions. We also see constructive potential in a warming UK–China engagement environment, including 
continued follow-through from the UK–China Economic and Financial Dialogue outcomes and the renewed 
senior-level dialogue seen at the start of 2026. Our ambition is to remain a trusted partner to our customers, 
to support the local community, and to facilitate sustainable, mutually beneficial UK–China trade and 
investment. 

 

Wenjian Fang 

Chief Executive Officer 

Board Director 
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Directors’ report 

Principal Activities 

Bank of China (UK) Limited (“BOC UK” or the “Bank”) is a full service bank offering retail, corporate and trade 
finance services in the United Kingdom (the “UK”). The Bank is registered in England and Wales and is a 
private company limited by shares which is a wholly owned subsidiary of Bank of China Limited, Beijing 
(“BOC”). The Bank is regulated by the Prudential Regulation Authority (PRA) and Financial Conduct Authority 
(FCA)  and authorised by the PRA.  

BOC UK was incorporated in England and Wales as a private company with limited liability on 29 March 2007, 
the Bank’s registration number at Companies House is 06193060.   

Our retail activities focus on branch banking. The Bank offers standard high street retail banking services 
including current accounts, savings accounts, debit and credit cards, mortgage products and business loans. 
Our corporate and trade finance business encompasses funding for Chinese companies seeking to expand in 
the UK.  

Future Developments 

The directors intend to maintain the strategy and policies that have generated growth and preserved the value 
of the business in recent years by continuing to provide banking services to the Chinese community based in 
the UK. 

The Bank is subject to a number of factors that could cause its future results to differ materially from current 
expectations. These factors are uncertainties concerning the current and future business/economic climate 
and risks which are naturally inherent in a banking environment. The current business climate is subject to 
uncertainties in 2026 and beyond, most notably: 

 The impact of high uncertainty in the global economy on corporate profitability: 
 The geopolitical risks and macroeconomic risks of the current conflicts in the Middle East and the war 

between Russia and Ukraine; 
 Changing global trading arrangements; 
 Inflationary and interest rate uncertainty; 
 Rate and sustainability of growth in relevant economies, particularly in the UK and Eurozone; 
 US – China relations 
 
Dividends 

The directors intend to declare a dividend of £63,531,000 for the period (2024: £78,700,000) to be paid in 2026. 

Directors’ Interest 

The directors of the Bank who were in office during the year and up to the date of approval of the Directors’ 
report were: 

Mr. Wenjian Fang Chief Executive Officer & Executive Director 

Mr. Stewart Trussler Chief Financial Officer & Executive Director (Resigned 08/05/2025) 

Mr Jinjun Peng Chief Financial Officer & Executive Director (Appointed 31/07/2025) 

Mr. Charles Hardy Independent Non-Executive Director 

Ms. Lijuan Zhang Non-Executive Director (Appointed 18/08/2025) 

Mr. Richard Reid Chairman (Appointed 05/03/2025) 

Dr. Gerard Lyons Independent Non-Executive Director (Senior Independent Director) 

Mr. Peter Reid Independent Non-Executive Director (Appointed 10/03/2025) 

Mr. Jonathan Spence Independent Non-Executive Director (Resigned 14/03/2025) 

Mr Huabin Wang Non-Executive Director (Resigned 18/08/2025) 

Mrs Li Ren 

Mr Richard Keers 

Non-Executive Director (Appointed 11/03/2025) 

Independent Non-Executive Director (Appointed 19/01/2026) 
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Directors’ report (continued) 

None of the directors who held office at the end of the financial period had any disclosable interest in the 
shares of the Bank at that date. 

During the year, the Board determined that  Mr. Charles Hardy, Dr. Gerard Lyons SID, Mr. Peter Reid and Mr. 
Jonathan Spence performed their roles as Independent Non-Executive Directors.  

Board and Committee Meetings 2025 

 Board Remuneration 
Committee 

Audit Committee 
 

Risk Committee 
 

Meetings 4 6                         6                         6 
 
Attended Meetings: 

    

     
Mr. Wenjian Fang 4 4*   - 5* 
Mr. Jinjun Peng                            1 -                        2*                          2* 
Mr. Stewart Trussler                           1                           - 2*                         1* 
Mr. Richard Reid 4 - - - 
Mr. Peter Reid 4 - 6 6 
Mr. Huabin Wang 2 - - - 
Mr. Charles Hardy 4 6 6 6* 
Ms. Lijuan Zhang 2 - - - 
Ms. Li Ren 2 - - - 
Dr. Gerard Lyons SID 4 6 - 6 
Mr. Jonathan Spence - - - - 

*By invitation. 

Directors’ attendance at these meetings are either as members or observers. 

Directors’ Remuneration 

Information on the remuneration of the directors of BOC UK, in accordance with the Companies Act 2006, is 
disclosed in Note 14 to the financial statements. 

Directors’ Indemnities 

The BOC UK Board believes that it is in the best interests of the Bank to attract and retain the services of the 
most able and experienced directors by offering competitive terms of engagement, including the granting of 
indemnities on terms consistent with the applicable statutory provisions. Qualifying third party indemnity 
provisions (as defined by Section 234 of the Companies Act 2006) were accordingly in force during the course 
of the financial period ended 31 December 2025 for the benefit of the directors and, at the date of this report, 
are in force for the benefit of the directors in relation to certain losses and liabilities which they may incur (or 
have incurred) in connection with their duties, powers or office. 

Going concern assessment 

The Board has given its consideration to the going concern status of the Bank as at the reporting date. The 
Board has considered financial forecasts running out to December 2027 which included the latest business 
assumptions. The Board has taken into consideration the current economic environment, the Bank’s business 
model, the financial forecast and capital requirements and is satisfied that it has the resources to continue in 
business for a period of at least 12 months from the date of this report. As part of the going concern assessment, 
the Board have also acknowledged the increase in global uncertainty and considered what effects the Bank 
may face in the future. In 2025 many economically influential countries have enacted significant changes in 
national and foreign policies and we saw the continued Russia – Ukraine war. We saw various tariffs imposed 
by the United States on a large number of countries and we also saw increasing tensions in the Middle East. 
These tensions have led to an escalation of conflict in the region, at the time of writing, significant military 
action is taking place in Iran and surrounding countries are subject to reprisal attacks.  
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Directors’ report (continued) 

Going concern assessment (continued) 

These events can be expected to effect markets and the broader economy in many countries. The outcomes 
of this are very uncertain and the Board will remain diligent in navigating the changing economic environment 
as it evolves. 

The Board considered various additional stress scenarios. Those that were identified as the most likely 
challenging scenarios the Bank would face, were those relating to the wider economic effects of the geo-
political instability. The Board have considered these stressed scenarios on the Bank’s mortgage portfolio and 
have made significant downward revisions to the financial forecast over the assessment period. The Board 
also considered the effect of these stresses on the Bank’s capital and liquidity resources, which remain strong. 

After due consideration the Board is of the opinion that the Bank will continue as a going concern for a period 
of at least 12 months from the date of this report, generating cash flows from its continuing operations.  

The Board takes comfort from its two year financial forecast and an assessment of its exposure to liquidity risk 
over the forecast period. This together with a committed short-term loan facility granted by the Bank’s parent 
company, Bank of China Limited and its strong capital position supports this assumption. 

Furthermore, the Board is not aware of any material uncertainties that may cast significant doubt on the Bank’s 
ability to continue as a going concern. Therefore, the financial statements continue to be prepared on the going 
concern basis. 

Financial Instruments 

The Bank’s principal financial risk management objectives and policies including its exposure to credit risk, 
liquidity risk and market risk are set out in Note 6 of the financial statements. 

Employees 

Diversity 

The Bank is committed to employment policies, which follow best practice, based on equal opportunities for 
all employees, irrespective of sex, race, colour, disabilities, sexual orientation or marital status. The Bank gives 
full and fair consideration to applications for employment from disabled persons, having regard to their 
particular aptitudes and abilities. Appropriate arrangements are made for the continued employment and 
training, career development and promotion of disabled persons employed by the Bank. If members of staff 
become disabled the Bank continues employment either in the same or an alternative position, with appropriate 
retraining being given if necessary. 

Employee involvement 

The Bank systematically provides employees with information on matters of concern to them, consulting 
them or their representatives regularly, so that their views can be taken into account when making 
decisions that are likely to affect their interests. Employee involvement in the Bank is encouraged, as 
achieving a common awareness on the part of the employees of the financial and economic factors 
affecting the Bank. This plays a major role in maintaining Bank’s performance.  
Engagement with suppliers, customers and others 
The directors are aware of the importance of building good business relationships with customers, suppliers 
and others. The Bank publishes its payment practices report biannually and is committed to delivering good 
outcomes to our customers. The directors are also aware of the role the Bank plays within the community 
and are committed to playing an important role within the local economy. The directors make business 
decisions whilst considering the effects on all these relationships. 
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Directors’ report (continued) 

Streamlined Energy and Carbon Reporting 

Current UK based annual energy usage and associated annual greenhouse gas (“GHG”) emissions are 
reported pursuant to the Companies (Directors’ Report) and Limited Liability Partnerships (Energy and 
Carbon Report) Regulations 2018 (“the 2018 Regulations”) that came into force 1st April 2019. 
 
Organisational boundary 
 
In accordance with the 2018 Regulations, the energy use and associated GHG emissions are for those 
assets owned or controlled within the UK under the operational control boundary of Bank of China (UK) 
Limited. This covers all UK bank branches, office locations, and residential properties, along with Company 
owned vehicles and personal vehicles utilised for business mileage (referred to as “grey fleet”). During the 
reporting period, two additional office floors at Cannon Street, London, were returned to the company’s 
operational control, and their associated energy use and emissions have been included within this 
boundary. 
 
Reporting period 
 
The annual reporting period is 1st January to 31st December each year and the energy and carbon 
emissions are aligned to this period. 
 
 
Quantification and reporting methodology 
 
The 2019 UK Government Environmental Reporting Guidelines and the GHG Protocol Corporate 
Accounting and Reporting Standard (revised edition) were followed. The 2025 UK Government GHG 
Conversion Factors for Company Reporting were used in emission calculations as these relate to the 
majority of the reporting period. The report has been reviewed independently by Zenergi Limited (trading as 
Briar Consulting Engineers Limited). 
 
Electricity and gas consumption were based on invoice records. Where gaps in data were identified, pro 
rata estimations have been used to ensure alignment. For locations where only part of the building is 
leased, energy consumption was apportioned on a floor-area basis. Fuel purchase records and employee 
expense claims was used to calculate energy and emissions from fleet vehicles and grey fleet. Gross 
calorific values were used except for mileage energy calculations as per Government GHG Conversion 
Factors. 
 
The emissions are divided into mandatory and voluntary emissions according to the 2018 Regulations, then 
further divided into the direct combustion of fuels and the operation of facilities (scope 1), indirect emissions 
from purchased electricity (scope 2) and further indirect emissions that occur as a consequence of 
company activities but occur from sources not owned or controlled by the organisation (scope 3). 
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Directors’ report (continued) 
 
Streamlined Energy and Carbon Reporting (continued) 
 
Breakdown of energy consumption used to calculate emissions (kWh): 
Energy type 2025 2024 

Mandatory requirements:   

Natural Gas 1,505,885 1,022,716 

Purchased Electricity 4,018,049 3,368,894 

Transport Fuel  13,422 44,101 

Total energy (mandatory) 5,537,356 4,435,711 

 
 
 
 
Breakdown of emissions associated with the reported energy use (tCO₂e) 
Emission source 2025 2024 2021 2022 

     

Scope 1     

Gas (market-based) 275.5 187.1   

Company owned vehicles 2.3 9.6 2.6 11.2 

Scope 2     

Purchased electricity (location based) 711.2 697.5   

Purchased electricity (market-based) 99.0 32.6 564.9 538.2 

Scope 3     

Category 3: Fuel & energy-related activities 329.7 280.2   

Category 5: Waste generated during operations 2.3 3.6   

Category 6: Business travel (grey fleet) 1.2 1.1   

Total gross emissions (location based) 1,322.2 1,179.1 - 5.2 

Total gross emissions (Market based) 708.8 513.1 - 656.3 
 
Market-based emissions are excluded from the mandatory total, as they are reported voluntarily in line with 
SECR guidance. 
Category 3: Fule & energy-related activities refer to gas, diesel and petrol emissions from extracting, 
processing and transportation of raw materials (known as well-to-tank (WTT)). 
 
Intensity Ratio 
 
The intensity ratio is total gross emissions in metric tonnes CO2e (mandatory & voluntary emissions) per 
1,000m2 of occupied floor area. This relates to UK operations only to align with the energy and emission  
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Directors’ report (continued) 
 
Streamlined Energy and Carbon Reporting (continued) 
 
reporting boundary. This metric is considered the most relevant to the Bank’s energy consuming activities 
and provides a good comparison of performance over time and across different organisations and sectors. 
Intensity ratio’s  2025 2024 

Location-based   

Tonnes of CO2e per 1,000 m2  of occupied floor area 78.5 61.0 

Market-based   

Tonnes of CO2e per 1,000 m2  of occupied floor area 41.9 61.2 
 
Intensity ratios (Market based) 2025 2024 

 
 
Location-based: tCO2e per 1,000 m2 occupied floor area : 
 
Site 2025 2024 

Lothbury HQ 90.3 99.4 

Cannon Street - total 64.8 111.2 

Gresham Street - total 29.8 2.7 

Manchester Branch 29.2 41.9 

London Chinatown Branch 47.0 65.7 

Glasgow Branch 26.7 38.2 

Birmingham Branch 41.1 57.7 

Average 47.0 60.0 

 
 
Energy efficiency action during current financial year 
 
In the reporting period, January 2025 to December 2025, the Bank have confirmed that no energy efficiency 
actions (EEAs) were implemented. However, the company has found improvement opportunities that are 
planned for future delivery. These include upgrading existing fluorescent lighting to high-efficiency LED 
fixtures and introducing enhanced energy-management practices. There are also plans to undertake 
targeted capital investments to modernise equipment, supporting long-term reductions in energy 
consumption and associated carbon emissions. 
 
Political Donations 
 
The Bank made no political donations during the year (£nil for the year ended 31 December 2024). 
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Directors’ report (continued) 
 
Disclosure of Information to the Auditors 

The directors who held office at the date of approval of this Directors’ Report confirm that: 

 so far as they are each aware, there is no relevant audit information of which the Bank’s auditors are 
unaware. 

 each director has taken all steps that he/she ought to take as a director to make himself/herself aware of 
any relevant audit information and to establish that the Bank’s auditors are aware of that information. 

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the 
Companies Act 2006. 

 

 

 

 

 

1 Lothbury       On behalf of the Board 

London 

EC2R 7DB 

 

        Wenjian Fang 

        Chief Executive Officer 

24 April 2026       Board Director 

  

Mobile User
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Strategic report  

Business Review 

As at 31 December 2025, Bank of China (UK) Limited (“BOC UK” or the “Bank”) had total assets of £2,274 
million (2024: £2,323 million). 

The Bank's assets are primarily financed by retail and corporate deposits. The Bank continues to focus its 
attention on developing its customer deposits base and this reflects its determination to develop corporate 
banking services to help in meeting the Bank’s funding requirements. 

The Bank generated a post-tax profit of £68.9 million during 2025 (2024: £83.9 million). The main decrease in 
post tax profits is driven by a decrease in interest income and expense and an increase in staff costs. 

Ukraine and the Middle East Conflicts 

The conflict between Ukraine and Russia has been going on since February 2022. Many countries have 
imposed sanctions against Russia through this period. 

The result of the sanctions that are currently in place have no direct material effect on the activities, revenues 
or expenses of BOC UK or the London Branch.   

At the time of writing a new conflict has arisen where Israel and the United States of America have taken 
military action against the Islamic Republic of Iran. The Islamic Republic of Iran has attacked sites in several 
countries in the region in retribution for the assistance given in this military action against it. The Islamic 
Republic of Iran is currently preventing a significant amount of shipping through the Strait of Hormuz. This is a 
very recent occurrence and all of the effects are not yet known.      

The Bank continues to monitor the effect this may have on the Bank and the Bank’s customers. The Bank has 
also considered the potential future impact as part of the going concern assessment. The Bank will continue 
to monitor and mitigate risks as they evolve.  

Retail Banking 

The Personal Banking business line continues its ongoing support of the Bank of China Group’s global strategy, 
whilst reinforcing the Bank’s proposition and maintaining its singular position amongst local competitors in 
offering a local retail proposition. At this time the Bank remains well positioned to support its clients’ interests 
in the region and add value to the retail customer experience in the UK.  
 
Throughout 2025 the business has focused primarily on enhancing its local oversight capability, in line with 
the expectations from the Financial Conduct Authority around continuous embedment of the Consumer Duty 
principle to both deliver and evidence good outcomes. The local development of our business has remained 
focused on our four key pillars of business development, digital transformation, risk management and branch 
management.   
 
The reinforcement of our Business Risk and Controls Management functionality continues to add to our 
controls and quality assurance approach, in line with the Management / Board expectations. Further local 
robustness has been added to areas such as mortgage debt recovery, vulnerability support and remediation 
efforts in our quarterly root cause assessments of both complaints handling and vulnerable customers, 
alongside outcomes testing to identify and prevent foreseeable harms. Our established product suite has not 
changed materially during the period and and our digital capability (mobile and online) has been improved with 
additional features for further customer convenience. 
 
Within the digital space we have delivered new innovations with an online account opening capability 
implemented, enhanced fraud protection controls and improved online / mobile verification solutions 
implemented. Commercially, our deposit levels have grown to support our self-funding stance for mortgage 
lending activities and we are seeking to stabilise our mortgage book whilst expanding our local third party 
relationships to meet our growing UK client needs.  
 
Corporate Banking 

As a Chinese bank in the UK, the Bank continued to leverage its network and resources to support Chinese 
customers in the UK and local customers with business links in China. The Bank continued to offer diversified 
products and services including corporate accounts, deposits, trade finance and services, online banking, cash 
management, foreign exchange and RMB related products are provided to corporate customers, facilitating 
their day to day business and further boost Sino-UK bilateral trade. The 2025 strategy will continue into 2026. 
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Strategic report (continued) 

Business Review (continued) 

Principal Risks and Uncertainties 

The effect of one or a combination of factors, referred to on page 5 under future developments, could make 
the business environment a challenging one with regard to possible credit impairments and present difficulties 
in identifying new assets/business opportunities that meet the Bank’s risk appetite. 
 
The Bank has identified 21 key risk categories and has established specific risk appetite respectively as 
detailed below.  

Scale Risk 
Appetite Description Key Risk Categories 

W
ill

in
gn

es
s 

to
 ta

ke
 R

is
k 

Averse 
Zero-appetite of underlying risk and 
uncertainty. 

Data & Information Management Risk, 
Financial Crime Risk (Sanctions, and 
Proliferation Financing Risk, Bribery & 
Corruption Risk, Internal Fraud Risk) 

 

Minimal 
Prefer ultra-safe business opportunities 
or options that have a low degree of 
inherent risk 

Traded Market Risk, Regulatory 
Compliance Risk (incl. Conduct Risk), 
Reputational Risk, Financial Crime Risk 
(Money Laundering and Terrorist Financing 
Risk, External Fraud Risk,Tax Evasion 
Risk), Physical Security & Safety Risk, 
People Risk, Financial Reporting, 
Regulatory Reporting & Tax Risk 

Cautious 
Prefer safe business opportunities or 
options that have a low degree of 
inherent risk 

Credit Risk, Counterparty Credit Risk, 
IRRBB & FX Risk, Liquidity Risk, 
Operational Risk, Technology Risk, 
Information Security Risk (including 
Cyber Risk), Business Continuity Risk, 
Outsourcing & Third Party Risk, 
Strategic Risk, Model Risk, Legal Risk 

Moderate 
Willingness to consider potential 
business opportunities or options with 
moderate degree of inherent risk 

- 

Open 

Willing to consider all potential business 
opportunities or options and choose the 
one that is most likely to result in 
successfully business delivery and an 
acceptable level of reward and value for 
money 

- 

Seeking 

Eager to be innovative and to choose 
business options offering potentially 
higher reward, despite greater degree 
of inherent risk 

- 

 

 

 

 

 

 

 

Low 

High 
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Strategic report (continued) 

Business Review (continued) 

The Bank has established an overall risk appetite under the Risk Appetite Framework which defines the 
amount and type of risk the Bank is willing to accept in pursuit of its strategic plans and to support the business 
with long term financial soundness. 
 
The Risk Appetite bandings (i.e. Averse to Seeking) identified in the above table indicate the Bank’s willingness 
to take risk across the Key Risk Categories. Further information on the management of  
 Credit Risks are disclosed below in the Principal Risk section and in Note 6 (a) of the notes to the 

financial statements. 
 Liquidity Risks are disclosed below in the Principal Risk section and in Note 6 (b) of the notes to the 

financial statements. 
 Market Risks (foreign exchange risk and exposure to interest rate risk) are disclosed in Note 6 (c) of the 

notes to the financial statements. 

Principal Risks 

The Bank is exposed to the above financial and non-financial risks and of these risks, credit risk and liquidity 
risk are deemed to be the principal risks which the Bank is exposed to.  

The Board, Board level Committees and other senior key staff carry out a continual assessment of the principal 
risks facing the Bank and are of the opinion that systems and controls are sufficiently robust to identify threats 
to its business model, future performance, solvency or liquidity.   

The Bank adopts a cautious approach in relation to these two principal risks. 

Credit Risk 

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument fails to 
meet its contractual obligations and is considered a principal risk due to the composition of the Bank’s balance 
sheet and lending being its primary business. 

The Bank has established a set of credit risk management policies and procedures and appropriate credit risk 
limits to manage and control credit risk that arises through its normal business activities. These policies, 
procedures and limits are regularly reviewed in light of changes in markets and business strategies.  

Liquidity Risk 

Liquidity risk is the risk that the Bank is unable to meet its obligations as they fall due resulting in an inability 
to support normal business activities and/or failing to meet liquidity regulatory requirements. The Bank is 
exposed to the risk that it will be unable to meet its obligations as they fall due arising from the differing maturity 
profiles of its assets and liabilities.  

To mitigate its exposure, the Bank monitors the mismatch of maturity dates and holds a stock of liquid assets 
which could be sold at short notice if the need arises. In addition to meeting Pillar 1 and Pillar 2 liquidity 
regulatory requirements, the Bank assesses its compliance with the overall liquidity adequacy rule (“OLAR”) 
on an ongoing basis and under a number of severe and plausible stress scenarios. Of the Bank’s £1,305 
million deposits from customers, £524 million is covered by the Financial Services Compensation Scheme 
(“FSCS”). In addition the Bank is required under its Internal Liquidity Adequacy Assessment Process (“ILAAP”) 
to consider all material liquidity risks in detail, document an analysis of each liquidity risk driver and set a 
liquidity risk appetite against each of those drivers. 

Emerging Risks:   

Climate-related Financial Risks 

The Bank recognises that climate-related risks can arise from two primary sources - Physical Risk and 
Transition Risk - and these could impact the Bank through various channels. For example, an increase in 
borrower default risk or reduction in collateral values.  

In light of UK regulatory requirements and expectations contained in PRA Supervisory Statement 5/25 and in 
common with most of our industry peers, the Bank considers climate-related physical and transition risk factors 
as thematic factors that cut across existing risk types and should be proportionately embedded into the Bank’s 
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Strategic report (continued) 

Business Review (continued) 

existing risk management frameworks. For example, addressing climate-related credit risk through the Bank's 
credit risk management framework. 

Under this approach, the impact of climate-related physical and/or transition risk factors on the relevant risk 
type will be managed through the respective three lines of defence and subject to risk oversight from the 
respective risk oversight committee. 

More information about the Bank's approach to managing climate-related risk is provided in the Non Financial 
Sustainability Information. 

Risk Management Framework 

Further information on the Bank’s risk management framework is disclosed in Note 6. 

Business culture 

The Bank acts on its responsibility to protect customers, communities and stakeholders.  

Anti-bribery and corruption 

The Bank is committed to high standards of ethical behaviour and operates a zero tolerance approach to 
bribery and corruption. The Bank considers such activity to be unethical and contrary to good corporate 
governance.  

Human rights 

The Bank is committed to respecting human rights principally as they apply to the employees, customers, 
suppliers and other stakeholders through business activities.  

Non Financial Sustainability Information  

Recognising that climate change presents both opportunities and risks to its business and operations, the 
Bank initiated its ESG strategy and climate risk management approach in 2020 to meet Group expectations 
and comply with PRA Supervisory Statement 3/19. Effective from the financial year beginning 1 January 2023, 
the Bank has been required to report its climate disclosures in accordance with statutory requirements and the 
Task Force on Climate-related Financial Disclosures (TCFD) framework.  

In December 2025 the PRA published SS 5/25 “Enhancing Banks’ and Insurers’ Approaches to Managing 
Climate-Related Risks”, replacing SS 3/19. SS 5/25 provides an updated set of regulatory expectations for 
managing climate-related risks that mostly confirm the previous requirements but with clearer articulation of 
how those expectations should be met. The Bank will identify any of the updated expectations that require 
additional work during first half 2026, and put in place an appropriate improvement plan. 

This statement describes how the Bank manages climate-related risks and opportunities and any changes 
during 2025 and outlines next steps where necessary.  

Governance  

Board  

The Board of Directors retains overall responsibility for sustainable-finance governance, including approval of 
the sustainability strategy and oversight of progress against strategic objectives, oversight of climate risk 
management in the Bank, and decisions on matters to reduce exposure to potential liability, litigation and 
reputational damage from climate change.   

Climate risk was first included in the Bank’s Enterprise Risk Management Framework (ERMF) in 2021 as 
climate-related credit risk. In 2024, the Board elevated climate risk to become a standalone risk type in the 
Enterprise Risk Taxonomy (ERT) and started the integration of climate risk into the Bank’s enterprise risk 
management processes by putting in place a Climate Risk Management Framework. The framework was 
replaced by a more comprehensive and granular Climate Risk Management Policy during 2025. 
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To maintain regulatory alignment and enhance the Board's strategic performance, the Board sets an annual 
rolling training plan which includes climate risk. Such training aims to ensure the Board's knowledge of the UK 
climate regulatory development stays current, supporting sound decision making for the long-term benefit of 
the Bank and society. For the Bank's commitment to Environment, please refer to page 29 in the S172 
Statement. 

The Board Risk Committee (BRC) assists the Board by providing oversight over the Bank’s climate risk profile 
and effectiveness of the risk management practices. The BRC continued to receive climate risk management 
information reporting during 2026 on a quarterly basis. 

Executive  

Executive oversight is exercised through the Executive Management Committee (EMC). The EMC directs 
environmental, social and governance ESG strategy, monitors implementation and disclosure, and ensures 
sustainable finance activities align with internal policies, the Bank’s risk appetite and regulatory expectations.  

The EMC is supported by two key bodies: the ESG Working Group and the Risk Management and Internal 
Control Committee. 

The ESG Working Group coordinates and executes ESG initiatives across the Bank. Chaired by the Chief 
Executive Officer, the group includes senior management representatives from key business and support units. 
Internal Audit participates as an observer. The ESG Working Group meets quarterly to review progress, 
address ESG issues and report key updates to the EMC. Ad-hoc meetings may be called to address specific 
themes or urgent matters. 

The EMC has delegated risk management responsibilities to the Risk Management and Internal Control 
Committee (RMICC). The RMICC assists the EMC and Board in overseeing the Bank’s climate risk profile and 
effectiveness of the risk management practices. The BRC and RMICC are responsible for escalating climate 
risk matters to the Board when appropriate to enable the Board to address and govern these risks within the 
Bank’s overall business strategy and risk appetite. 

The RMICC is chaired by the Chief Executive Officer, with the Chief Risk Officer as deputy chair. The RMICC 
members are drawn from the executive management team and have delegated authority from the BRC to 
monitor and review risk exposures under the Bank’s Enterprise Risk Management Framework and against the 
Board-approved risk appetite. The RMICC reports this information to the BRC and the Board quarterly in the 
form of Risk Management Information (MI).  

During 2025 the RMICC continued to receive a quarterly MI report from the climate risk second line of defence 
(see below). The MI report was enhanced during the year to enhance the level of detail and to notify the policy 
implementation status to RMICC. The RMICC provides upstream reporting and escalation to the BRC, as 
required. 

During 2025 the Bank extended its Senior Management Function (SMF) accountabilities for climate-related 
risks to additional senior managers. The following senior managers now hold climate-related accountabilities: 
credit risks arising from activities of the Bank’s Credit Management unit. 

 Chief Market Officer (SMF 18) is accountable for identifying and managing the climate-related financial 
risks arising from activities of the Bank’s Trading and Capital Market units. 

 Chief Corporate Banking Officer (SMF 18) is accountable for identifying and managing the climate-
related financial risks arising from activities of the Bank’s Corporate Finance Unit (which consists of 
Corporate Banking Department and Transaction Banking Department.  

 Chief Retail Banking Officer (SMF 18) is accountable for identifying and managing the climate-related 
financial risks arising from activities of the Bank’s Personal Banking unit. 

 Chief Credit Risk Officer (SMF 18), is accountable for identifying and managing the climate-related 
credit risks arising from activities of the Bank’s Credit Management unit. 

 The Chief Risk Officer (SMF 4) is accountable for the overall risk control approach applied to climate 
risk, and for approving the Climate Risk Management Policy.  
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Next steps to enhance governance during 2026:  

 Following their appointment during 2025, the Chairman of the Board and the Chairman of the Board 
Risk Committee (BRC) are reviewing the Board and BRC agenda as well as management information. 
This review may lead to enhancements to the Board and BRC’s oversight of climate risk. 

Strategy 

Climate Strategy 

The Bank’s climate strategy operates within the Bank’s broader sustainability approach and follows the 
principles and direction set by the Group. In support of the Group’s commitment to “green, inclusive, and high-
quality development,” the Bank integrates relevant ESG considerations into its governance, business 
development, risk management, and operational practices. This supports a proportionate approach to 
managing climate-related risks and pursuing climate-related opportunities, consistent with the Bank’s risk 
appetite and regulatory expectations. 

The Bank’s approach is organised around four strategic priorities, which provide a consistent structure for 
climate-related strategy development and delivery: 

 Embedding sustainability considerations into decision-making at all levels of the organisation and 
aligning business strategy, risk appetite, and sustainability objectives. 

 Expanding the role of green and sustainable finance in the Bank’s business portfolio by developing 
financial products that support clients’ sustainability transitions, in a manner proportionate to the 
Bank’s capabilities and risk management approach. 

 Strengthening the identification, assessment, and management of climate-related and ESG risks 
across business lines and portfolios. 

 Improving ESG data infrastructure, disclosure quality, and employee capability to support effective 
governance and compliance with evolving standards. 

Climate Scenario Analysis  

The Bank’s lending book continues to contract. Retail mortgage lending (42% total lending book) continues to 
contract (-12% in 2025). The Bank does not consider that funds lent into investment-grade Financial Institutions 
(43% total lending book) are exposed to material climate related risk. The residual corporate lending book (15% 
total lending book) comprises principally aviation assets (12% total lending book), which may be replaced on 
an exception basis, subject to satisfying credit risk acceptance criteria. 

In 2025, the Bank refreshed its climate scenario stress testing to reassess the potential impact of climate-
related risks on its expected credit loss (ECL), balance sheet resilience, and business model.  

The 2025 analysis was conducted using two scenarios derived from the Bank of England’s Climate Biennial 
Exploratory Scenario (CBES) framework. Although the CBES quantitative data has not been refreshed, CBES 
continues to represent the PRA’s reference framework for climate risk assessment. Accordingly, the Bank has 
retained CBES-style scenario narratives, supplemented with updated internal inputs, to ensure ongoing 
regulatory alignment, internal consistency, and comparability over time. 

The two CBES scenarios assessed were: 

 Late Policy Action (LA): examining risks arising from a disorderly transition to net zero, primarily 
reflecting transition risks; and 
 

 No Additional Policy Action (NAA): assessing physical risks associated with rising global emissions 
and temperatures in the absence of further climate policy intervention. 
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To support this analysis, targeted model enhancements were implemented as add-on functionality to the 
Bank’s Climate Scenario Analysis Model (CSAM), enabling the quantification of ECL outcomes under each 
scenario. 

The results indicate a limited impact on the Bank’s expected losses in the near term under both the LA and 
NAA scenarios when compared with the baseline economic forecast. Under the LA scenario, a static balance 
sheet projection to 2030 indicates an increase in ECL of approximately £1.6 million relative to the baseline, 
reflecting transition-related stresses. The NAA scenario shows a minimal impact, partly due to the longer time 
horizon over which severe physical risks are expected to crystallise and the inherent limitations of current 
climate scenario modelling. 

These results remain consistent with the Bank’s portfolio characteristics, including: 

 The presence of collateralised wholesale exposures, predominantly within the aviation portfolio; 
 Low loan-to-value ratios across the mortgage portfolio; and 
 Strong average Energy Performance Certificate (EPC) ratings across the mortgage portfolio, which 

collectively help mitigate near-term climate-related credit risk. 

Looking ahead, the Bank recognises that alternative climate pathways and longer time horizons could lead to 
different ECL outcomes. The Bank will therefore continue to monitor climate-related credit risk, consider a 
broader range of scenarios and time horizons where appropriate, and ensure that new lending remains aligned 
with its climate risk management capability and overall risk appetite. 

Climate-Related Opportunities: Transportation Finance 

Our transportation banking business supports the transition to lower-carbon aviation through the financing of 
next-generation aircraft and advanced engine technologies. These newer models deliver approximately 5–10% 
fuel efficiency improvements compared with previous generations, contributing to reduced lifecycle emissions 
for airline operators while also lowering operating costs. 

In addition to asset-level efficiency improvements, the business seeks to expand the use of sustainability-
linked financing structures, where appropriate, to incentivise clients’ progress against decarbonisation targets.  

Climate-Related Opportunities: Personal Banking 

The Bank’s mortgage products are heavily geared towards the Buy-to-Let market and generally clients 
purchase new build properties which meet higher local environmental standards. Since 2024 the Bank has 
sought to ensure all new loans are offered against housing collateral with a minimum EPC rating of C or better, 
with the majority of properties now meeting this threshold. 

Climate-Related Opportunities: Operational Net Zero 

The Bank's climate-related opportunities focus on achieving net-zero operations, aiming to achieve net-zero 
operational emissions (Scope 1 and 2) by 2030. To date, it has developed a carbon inventory for all UK 
premises and a roadmap for reducing emissions. Actions continue to include: 

 Quantifying annual Scope 1 & 2 emissions following Green House Gas (GHG) Protocol standards. 
 Promoting energy-saving behaviours through building management specialists and efficient use of 

Building Management Systems. 
 Purchasing 100% renewable electricity and green gas contracts where possible. 
 Upgrading to energy-efficient building equipment (lighting, heating/cooling systems). 
 Reducing paper, water, and waste by promoting green initiatives and automated processes. 
 Incorporating green procurement practices to create a more sustainable supply chain. 
 Neutralizing residual emissions by purchasing carbon removal credits by 2030 
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During 2025 the Bank implemented additional green initiatives by delivering training sessions that raised 
awareness about reducing resource consumption among staff. 

Next steps 

The Bank will focus its green office strategies over the next five years on: 

 Reducing carbon emissions using internationally recognized, scientific approaches. 
 Promoting a sustainability culture and encouraging environmentally friendly practices. 
 Ensuring full compliance with environmental regulations and staying updated on regulatory changes. 

Risk Management 

Climate-Related Risk Identification and Assessment 

The Bank defines climate risk as ‘The risk of adverse consequences arising from the physical risks and 
transition risks associated with climate change’.   

 Physical Risk refers to risks arising from acute weather events (for example, hurricanes, floods) or 
chronic changes (for example, rising sea levels). More frequent and severe climate events such as 
flooding poses the greatest threat for the Bank by potentially disrupting customers, suppliers, and 
operations. 

 Transition risk refers to risks associated with the shift to a net-zero economy, driven by policy changes, 
technology, and evolving market demands. These risks may increase the Bank’s costs in meeting 
regulatory requirements, including reducing greenhouse gas emissions and improving waste 
management. Additionally, it could limit the Bank’s lending opportunities for sectors such as coal and 
fossil fuels and disrupt the repayment ability of the Bank’s customers and suppliers due to their own 
climate-related transition risk exposures.  

The Bank is exposed to climate risk through the impact on the Bank’s customers, suppliers and operations. 
Beginning in 2023 and continuing during 2025, the Bank reviewed the climate impacts through a predominantly 
qualitative approach to assessing how and to what extent physical and transition risks may impact the Bank’s 
customers, suppliers, and operations, and the time horizons over which the Bank might expect such impacts: 
short-term (<5 years), medium-term (5–10 years), and long-term (>10 years). The Bank reconfirmed these 
channels as part of the Climate Risk Management Policy in 2025.  
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 Physical Risk Transition Risk 

Customers  Customers reduced ability to operate 
and generate business revenues or 
obtain additional funding to cover 
debt servicing costs, make principal 
repayments and pay other bank-
related costs (Short-term). 

 Risk of reducing collateral values in 
the Bank’s mortgage and corporate 
real estate portfolios, due to more 
frequent and severe climate events 
such as flooding. (Long-term). 

 Risk of creditworthiness of customers, 
credit losses or stranded assets in the 
Bank’s corporate portfolio, such as 
transportation, due to the government 
policy/regulation for pricing of GHG 
emissions, carbon taxes, and other net-
zero transition related costs. (Medium- to 
Long-term) 

 Risk of higher customer defaults, 
increased impairments, or reduction in 
collateral values due to the introduction of 
the energy efficiency standards and 
letting regulations. (Short- to Medium-
term) 

 Risk of losing its competitiveness, market 
shares and customers caused by failing 
to develop climate-related lending 
strategy and finance products, while 
green and sustainable financial products 
become the market standard for 
sustainable finance in the transition to a 
low-carbon economy. (Medium- to Long-
term) 

 Risk of reputational damage from 
negative perceptions due to the Bank’s 
financing and operational activities in 
certain customer sectors. (Short- to 
Medium- to Long-term) 

Suppliers  Risk of reduced ability to operate 
and provide the Bank with existing 
level of goods and services. (Short-
term) 

 Risk of additional costs from a third 
party's services and products, or 
reputational damage from their actions 
and behaviours breaching the related net-
zero transition-related policies and 
legislations. (Short- to Medium- to Long-
term) 
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 Physical Risk Transition Risk 

Operations  Risk of declining value of the Bank’s 
remaining owned office premises, 
increasing capital and operational 
costs on damaged properties and 
core equipment such as IT servers, 
system and data. (Long-term) 

 

 Risk of exposure to legal penalties, 
financial forfeiture and material loss that 
may arise from failing to comply with 
climate-related legislation, regulations, 
and internal policies. This includes the 
Bank’s exposure to claims and lawsuits 
brought by third parties, including those of 
a speculative and vexatious nature and 
regulatory intervention. (Short- to 
Medium- to Long-term) 

 Risk of regulatory penalty arising from 
failing to comply with climate- and anti-
greenwashing-related legislation, 
regulations, and internal policies. (Short- 
to Medium- to Long-term) 

 Risk of increased cost of compliance with 
building regulations such as measuring 
and reducing Bank generated GHGs and 
waste management. (Short-term) 

 Risk of reputational damage from 
negative perceptions over the Bank’s 
failure to comply with climate-related 
legislation and regulation, or failure to set 
up and execute a credible operational 
net-zero transition strategy. 

 

This risk identification and assessment has identified seven  risk types through which climate risk would impact 
the Bank, as shown in the table below:  

Physical Risk and/or Transition Risk Impact on: Primarily impacts the Bank through increases in: 

Customers Credit Risk, Strategy Risk, Reputational Risk  

Suppliers Outsourcing & Third-Party Risk, Reputational Risk  

Operations Business Continuity Risk, Legal Risk, Regulatory 
Compliance Risk, Strategy Risk, Reputational Risk 

 

The Bank reconfirmed these seven risk types as the Climate Risk Taxonomy (“CRT”) in the Climate Risk 
Management Framework during 2025.  

Given the evolving nature of the climate change, the risk identification and assessment process will be 
periodically re-evaluated and enhanced, including quantitative assessments, in alignment with the Bank’s 
resources, experience and capabilities. 
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Climate Risk Three Lines of Defence 

The First Line of Defence for climate risk (CR 1LOD) owns and manages climate risk.  

CR 1LOD includes staff in business units and associated support functions (for example, Credit, Operations, 
Compliance, Legal, Executive Office, included but not limited to) responsible for managing climate risk through 
day-to-day activities.  

The Second Line of Defence for climate risk (CR 2LOD) role is undertaken by the Risk Management 
Department. CR 2LOD is responsible for the Bank’s Climate Risk Management Policy which sets out the 
principles, expectations and minimum requirements, including metrics, for identifying, assessing, managing, 
monitoring and reporting climate risk, and which are incorporated into the CRT risk management policies.  

The Policy Owners for the seven risk types in the CRT are accountable for incorporating climate-related risk 
management requirements within their own risk management policies. CR 2LOD reviews, challenges and 
guides 2LOD Policy Owners for the seven risk types in the CRT for their climate-related risk management 
activities.  

CR 2LOD is responsible for forming an aggregate view of the Bank’s climate risk profile and reporting directly 
to the RMICC. 

The Internal Audit Department (IAD) is the Third Line of Defence for climate risk management. IAD provides 
independent and objective assurance to the Board and senior management over the adequacy and 
effectiveness of the risk management policies and activities in both CR 1LOD and CR 2LOD. 

Climate Risk Management  

The Bank manages climate-related risk by making adjustments to the existing risk management policies 
applicable to the seven CRT risk types, and through oversight of those policies and risks by the relevant risk 
type 2LOD teams and Risk Oversight Committees. Each of the risk types in the CRT is already positioned as 
a standalone risk under the Bank’s ERMF. 

This includes the following high level requirements. 

Credit Risk  

 Mitigate climate-related risks by integrating precautionary measures into the loan approval process, 
including updated lending criteria and climate-risk scores in credit approvals, supported by enhanced 
tools and data. 

The Bank acknowledges that the current climate-related credit risk data is insufficient for formulating effective 
credit risk thresholds and limits, as well as for integrating directly into credit decision making processes. It will 
explore both internal and external tools to collect data, develop, and maintain a robust climate-related database, 
enabling the development of quantitative risk thresholds and limits, credit decision-making, and reporting. This 
will include leveraging data from customer on-boarding process and scenario analysis outputs. 

The Bank’s climate-related credit risk exposures are focused on the retail mortgage and aviation portfolio: 

Retail Mortgage: Key actions in 2025 

The Bank continues to actively explore business opportunities in the retail Buy-to-Let mortgage market. New 
credit risk acceptance criteria were added in 2025 including documenting the requirement for a minimum EPC 
rating of C. The Bank has adopted a cautious approach to new business development and focuses on the risk 
management and meeting Consumer Duty obligations, to ensure the mortgage products provide fair value in 
the target market (outgoing Chinese customers who invest in the UK).  

Retail Mortgage: Next steps 

Recognising gaps in the assessment, management, and monitoring of climate risk exposures within the retail 
mortgage portfolio, the Bank aims to further enhance its effort in 2026 to monitor and manage the portfolio’s 
climate risk exposure by:  
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 Implementing quantitative monitoring metrics to assess and monitor flood risks and EPC ratings. 
 

Aviation: Key actions in 2025 

The Bank's loan portfolio has 12% concentration in the aviation sector, the current risk mitigation includes: 

 Continued focus on new technology narrow-body aircraft, and most advanced wide-body aircraft 
 Operators with a clear roadmap for decarbonisation and commitment to decrease carbon dioxide 

emissions, with well-defined environmental and emissions goals/ targets, as well as milestones 
achieved. 

 Operators with a clear focus on areas to reduce emissions including increased energy efficiency, 
sustainable aviation fuels and emerging technologies, as well as sustainable products and services.  

 Operators with a clear focus on increased energy efficiency, including fleet renewal, right sizing, and 
fuel efficiency program. 

 Operators following/ implementing well-established carbon emissions offsetting schemes. 
 Compliance with all applicable environment-related laws and regulations. 
 Use of green/ sustainable finance including use of proceeds instruments (green bonds and loans), and 

sustainability-linked instruments. 

Aviation: Next steps 

In 2026, the focus will continue on assessing the climate risk of aviation clients and monitoring climate risk 
exposures within the aviation portfolio. 

Business Continuity Risk 

 Ensure the Bank has sufficient business continuity plans in place, including backup sites and conducts 
a broad range of system/infrastructure recovery testing, including extreme weather event scenarios. 

Third-Party Risk 

 Incorporate physical and transition risk assessments in the on-boarding and periodic review process 
of material suppliers. 

Legal Risk 

 Provide relevant case-study workshops to the Bank. 

Regulatory Compliance Risk 

 Conduct timely regulatory horizon scanning and take responsive actions. 
 Set key risk indicators to closely monitor the number of material breaches of climate and anti-

greenwashing and the number of incidents of misleading information regarding the Bank’s 
sustainability profile or commitment. 

Strategy Risk 

 Monitor and identify evolving UK market requirements and shifts in consumer preferences driven by 
government strategies and policies on climate mitigation and adaptation. This includes areas such as 
carbon emissions reduction, clean energy, clean transportation, and green building initiatives. 

Reputational Risk 

 Conduct daily media monitoring to identify potential negative public messages concerning climate 
change. This includes assessing the potential reputational risk and developing appropriate responses 
to mitigate any negative impact. 
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 Next Steps 

The main objective for 2026 is to continue implementing and embedding Climate Risk Management Policy 
requirements into business and operational activities and procedures, starting by incorporating and detailing 
the high-level climate risk control requirements into the relevant policies for the seven risk types. The policy 
requirements will be linked into the Bank’s operational risk framework to ensure the design and operating 
effectiveness of climate risk management controls, as required under the Bank’s operational risk management 
policy.  

The Bank will also continue to build out its scenarios analysis to better understand the impact of climate risk 
on the Bank’s business model and strategy. To enhance climate-related credit management, the Bank will     
improve its scenario analysis approach and utilize the outputs for risk management and decision-making. It 
will also develop and utilise in-house tools, such as climate risk scorecards, and leverage external ESG data 
providers to assess customer climate risk exposure.  

Furthermore, the Bank acknowledges the importance of climate data in developing effective risk thresholds 
and limits. Recognizing the existing gap in this area, the Bank will continue evaluating a dedicated climate risk 
database. This will involve collecting and managing transaction-related data through a set of quantitative risk 
monitoring metrics, which will facilitate the eventual development of more refined risk indicators supported by 
quantitative thresholds and limits. 

The Bank will also organise and deliver training programs to support the implementation of climate risk control 
requirements. Additionally, it will conduct workshops to inform the Board, the executive management team and 
staff about climate risk regulatory developments and market best practices. 

Metrics and Targets 

Own operations 

During 2025 the Bank increased direct operation emissions by 64% against its 2019 baseline year.  

 

Target  KPI(s) Target   
year 

Baseline 
year 2025 2024 2023 2022 

Reduce Scope 1 & 2 
total GHG emissions 
by Net Zero by 2030 

Absolute Scope 1 
& 2 GHG 
emissions (tCO2e), 
calculated in 
accordance with 
SECR compliant 
methodologies  
 
 

2030 2019 1,322 1,179 789 650 

 

Climate Risk 

In 2024, the Bank developed a set of quantitative and qualitative risk metrics and thresholds. During 2025 the 
Bank has further reviewed and refined these metrics. The Bank acknowledges current limitations and gaps 
and plans to further mature these metrics and thresholds over time. 
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Climate Risk Target Metric  2025 Summary 

Retail Mortgage: 

Physical risk - 
acute 

To prevent collateral 
value decline for 
properties in high flood-
risk areas. 

Physical risk internal 
rating1.   

 

Rating is low with a score of 
2. 

Retail Mortgage: 

Transition risk – 
policy, legal, 
regulation; 
technology, 
market, reputation 

To prevent collateral 
value decline. 

Maintain the energy 
efficiency level of the 
Buy-to-Let mortgage 
book. 

Transition risk internal 
rating2.   

Rating is Medium with a 
score of 4. 

 

Wholesale 
Portfolio: 

Physical risk - 
acute 

To prevent asset quality 
decline. 

 

Average physical risk 
internal rating1.  

The average rating at the 
portfolio level is low, with a 
score of 1.53. 

At the individual sector level, 
all sectors are also 
categorized as low, with 
scores ranging from 1 to 3. 

Wholesale 
Portfolio: 

Transition risk – 
policy, legal, 
regulation; 
technology, 
market, reputation 

To prevent assest quality 

decline. 

Average transition risk 
internal rating2.   

The average rating at the 
portfolio level is low, with a 
score of 2.26. 

At the individual sector level, 
74% of the wholesale 
portfolio is rated as medium, 
with scores ranging from 5 to 
6, with the remaining 26% of 
the portfolio is rated as low, 
with a score of 1. 

 
1&2 The rating scores are assigned using the expert judgment ratings methodology approved by the Bank’s SS3/19 Project Steering 
Committee in November 2021. The scores range from 0 to 10 and are categorized as follows: low (0-3), medium (4-7), and high (8-10). 

 

 

 

 

 

 

 

 

 

 

 



Bank of China (UK) Limited 
Annual Report and Financial Statements for the year ended 31 December 2025 

26 
 

Strategic report (continued) 

Business Review (continued) 

Non Financial Sustainability Information (continued) 

Regulatory 
compliance Risk  

Target Metric 2025 Summary 

Transition – 
policy, legal, 
regulation 

To comply with all climate 
and anti-greenwashing 
relevant laws and 
regulations in the UK and 
relevant authorities 
abroad, and to implement 
and enforce effective 
systems and controls. 

Number of inappropriate 
market conduct by staff 
members. 

There were no climate and 
greenwashing-related 
inappropriate market conduct 
by staff members in 2025.  

Number of 
climate/greenwashing 
regulatory breach. 

There were no climate and 
greenwashing-related 
regulatory breach in 2025. 

 

Acknowledging the gaps in quantitative targets and metrics in both business development and risk 
management, the Bank will review its business strategy and enhance climate risk management control 
requirements in 2026. The risk-related focus will be on formulating and implementing climate risk control 
requirements that align with the updated PRA SS 5/25 expectations and Group requirements. Actions will 
include identifying and analysing the gaps between current practices and requirements, designing measures, 
exploring tools, and build database to ensure these measures are applicable.  

Pillar III Disclosures 

Further information regarding the Bank’s approach to risk management and its capital adequacy are contained 
in the unaudited disclosures made under the requirements of Basel II Pillar 3 (the Pillar 3 disclosures). These 
disclosures will be published on the Bank’s website shortly after the approval of these financial statements at 
www.bankofchina.com/uk. 

Modern Slavery Act  

Further information regarding the Bank’s approach to modern slavery is contained in the Slavery and Human 
Trafficking Statement made under the requirements of the Modern Slavery Act 2015. This statement will be 
published on the Bank’s website shortly after the approval of these financial statements at 
www.bankofchina.com/uk. 

Gender Pay 

Further information relating to the Bank’s Gender Pay Gap was published on its website 
www.bankofchina.com/uk and the designated government website www.gov.uk/genderpaygap in April 2026 
in compliance with the Equality Act 2010 (Gender Pay Gap Information) Regulations 2017. 

 

 

 

 

 

 

 

 

 

 

http://www.bankofchina.com/uk
http://www.bankofchina.com/uk
http://www.bankofchina.com/uk
http://www.gov.uk/genderpaygap
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Section 172 Companies Act 2006 statement  

The Board of Directors (“Board”) gives regard to the Wates Corporate Governance Principles for Large Private 
Companies (“Wates Principles”), published by the Financial Reporting Council in December 2018. Under the 
UK Company Law, directors must act in a way they consider, in good faith, would be most likely to promote 
the success of the Bank for the benefit of its shareholder, and in doing so, to have regard (amongst other 
matters) to the following (“S172(1) matters”):  

 the likely consequences of any decision in the long term; 
 the interests of the Company’s employees; 
 the need to foster the Company’s business relationships with suppliers, customers and others; 
 the impact of the Company’s operations on the community and the environment; 
 the desirability of the Company maintaining a reputation for high standards of business conduct; and 
 the need to act fairly as between members of the Company. 

 
Engaging with stakeholders to deliver long-term success is a key area of focus for the Board, thus the Board 
takes into account the impact on a wide range of stakeholders when making decisions by relying on information 
which reflected stakeholders’ views. 

Long-term Strategy and Vision  

The Board operates an agenda of standing items appropriate to the Bank’s operating and reporting cycles as 
influenced by legal, regulatory and other imperatives. Items for Board approval or information only are defined 
clearly.  
 
The Board annually approves a reviewed version of a five-year Strategic Plan (“Plan”), which contains a long-
term vision to 2035. During 2025, the Board members actively engaged with the Business Development 
Committee by attending workshops to discuss the Bank’s strategic direction. The Board monitors the Plan’s 
implementation through detailed management information (“MI”) on operating and financial performance. 
Before approving the Plan, the Board considers factors as wide as the UK and China macro-economic 
conditions, the competition and geo-political and market conditions.    
 
In setting the Plan, the Board considers the following key stakeholders:  

Employees  

 People Strategy  
 

o In 2025, the Bank’s People Strategy was aligned to enhance organisational effectiveness, further 
develop management capabilities, upskilling the Bank’s talents and enhance engagement and 
support the Bank’s overarching goals.  

 
o Workforce Planning - the Bank maintained a steady headcount, redirecting focus towards 

capability building, process improvement, and automation. This approach has increased 
productivity and clarified role responsibilities across key functions. 

 
o Operational Excellence - effort were concentrated on simplifying governance structures and 

streamlining processes, ensuring the Bank is more agile and better aligned with the business 
strategy. 

 
o Management Capability - the Bank continued to foster leaders and managers and further develop 

management capability through leadership development programmes and rotation opportunities.  
 

o Global Talent Mobility - the Bank successfully managed a transition in its global talent pool, with 
expatriate staff completing their assignments and onboarding new expatriate staff to bring fresh 
expertise. The Bank facilitated staff to participate in the Parent’s short term exchange programmes 
to further develop their career perspectives and enhance the Bank’s global connectivity.  

 
o Data driven decision making - the Bank elevated its analytical capabilities to improve management 

and Board level governance, with clearer narratives and actionable insights to support more 
informed decision-making.  
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Section 172 statement (continued) 

 Learning and Development 
 

o The Bank’s commitment to building a future-ready workforce was demonstrated through significant 
investment in learning and development, demonstrated by an average of 68.8 hours per employee. 
The Bank implemented the Insight Discovery programme widely across the business and 
executive management to enhance collaborative leadership and communication. The Bank also 
enhanced its expatriate onboarding programme, strengthened business products and knowledge 
training and sponsored professional qualification study available to all staff to further build the 
relevant expertise within the Bank. 
 

 Talent Development 
 

o In 2025, the Bank’s talent development efforts were focused on deeply embedding data informed 
people practices as a core driver of business performance. HR strengthened its strategic 
partnership with the business to ensure the Bank’s people processes directly drive organisational 
capability and performance.  

 
o The Bank launched its Competency Development Framework aligned business objectives and 

future skill needs. It provides a clear foundation for hiring, development and progression. It enables 
managers and employees to have focused career conversations and target skill growth in areas 
of critical strategic importance.  

 
 Performance Management 

 
o The Bank’s commitment to a high-performance culture is upheld through consistent application of 

performance management guidance standards. Formal actions were taken to manage poor 
performance and inappropriate behaviours within the Bank’s refined performance framework, 
reinforcing the Bank’s dedication to maintaining a professional and productive workplace. 

 
 Culture and Employee Engagement 

 
o Culture and employee engagement form a critical pillar of the Bank’s overall people strategy. The 

Bank is committed to fostering a diverse, inclusive, and high-engagement culture that not only 
reflects its values but also strengthens talent attraction, retention, and long-term organisational 
resilience. This ambition is advanced through three core enablers. First, the Bank’s four Employee 
Resource Networks play a central role in empowering employees to take ownership and actively 
lead cultural initiatives. These networks promote inclusive leadership, encourage broad 
participation, and ensure that diversity and inclusion are meaningfully embedded across the 
organisation. More than 20 events have been organised through the year that engaged over 400 
employees. Secondly, the launch of a new digital BOC Engagement Hub has created an additional, 
accessible channel for employees to stay connected, share ideas, and engage with a wide range 
of Bank-led events and initiatives, further strengthening community and collaboration. Finally, the 
Bank has established a comprehensive wellbeing framework, designed to support employees 
holistically and ensure they are well looked after, both professionally and personally. Together, 
these initiatives reinforce a culture where people feel valued, connected, and enabled to thrive. 

 

Customers  

In supporting our customers during 2025, the Bank has made the following efforts to ensure good outcomes, 
in alignment of its strategic vision of remaining the first choice for China-related business in the local market:  

 Enhancing Customer Experience - efforts have been focused on further embedding and developing 
solutions in support of the FCA regulatory expectations to deliver good outcomes for retail customers. 
Most notably the Bank have implemented a programme of in-house outcomes testing, developed new MI 
and Board reporting in this area. The Bank’s client facing staff have had additional training in support of 
service delivery and how to support customers experiencing vulnerability. Furthermore, the Bank has 
carried out rigorous outcome testing for banking products offered to its corporate clients to ensure 
compliance with this objective. 
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Section 172 statement (continued) 

 Easing Financial Difficulty - the Bank has delivered new solutions in the areas of mortgage arrears 
management and forbearance options. The Bank has also improved the fraud awareness notifications, 
and reduced refund process times for victims of fraud in line with new industry expectations. 
 

 Providing Financial Education - the Bank continued to organise UK financial training sessions for 
students, embassy and cross-border customers, via hosted webinars and local events, to enhance their 
understanding of the UK financial system and raising fraud awareness.   

 
 Enabling Chinese Market Access - the Bank continued to develop RMB business locally, and supporting 

both the Bank’s international students and embassy clients in general. The Bank has also supported 
visiting business delegations to share local knowledge and best practice. 

 
Improving Processing Capability - the Bank has focused on improving its digital capability with an Online 
Account Application System launched and additional E-banking verification, biometric authentication and soft 
token technology implemented. Additionally, the Bank’s Business Risk and Controls function has continued to 
embed and undertakes quality assurance reviews across the business making recommendations for 
improvements. New control arrangements have been implemented to seek efficiencies and remedial actions 
have been completed as part of these ongoing self-assessments.  

Suppliers  

The Bank engages with its suppliers through its contractual arrangements and requirements to ensure prompt 
payment, adhering to the Small Business, Enterprise and Employment Act 2015 (Section 3) to report on the 
Bank’s payment performance biannually.   

Regulators  

The Board recognises the importance of continuous engagement, in fortifying strong and trusting relationship 
by sustaining constructive and open dialogue with its UK regulators. During 2025 the Bank alongside the 
Regulatory Liaison team has worked together with the UK regulators to strengthen communications, through 
ongoing regular dialogue, taking proactive approaches to assessing, enhancing and reporting on any potential 
regulatory risks. 

Shareholder 

The direction of the BOC UK’s sole shareholder continued to cascade down into the strategy planning of the 
Bank. Following the establishment of the Bank’s ESG Working Group in November 2020, the CEO continued 
to chair the meetings of this Working Group, echoing the shareholder’s strong commitment to this area.  

Mr. Richard Reid, the local independent Chairman of the Board visited the Parent’s headquarter in Beijing in 
October 2025, for in-person meetings with the two Beijing-based NED, including the SMF7 (Group Level 
Directors) function holder and other senior leaders of the Parent to build the relationship and deepen his 
understanding of the Chinese financial culture.  

Meanwhile, the Parent also launched an annual ‘iNEDs Academy’ in China in 2024. In 2025, a number of UK 
based iNEDs took the opportunity to attend the ‘Academy’ in Shanghai in late October 2025, followed by a trip 
to Beijing in early November 2025 for in-person meetings with senior executives from Research, Internal Audit, 
and Risk Management functions. During their time in China, the UK iNEDs exchanged views with these senior 
executives and iNEDs from other subsidiaries from different jurisdictions on strategically important topics. The 
‘iNED Academy’ initiative is poised to continue in the future and the UK iNEDs continued to be provided with 
relevant information about the shareholder when requested.   

Communities and Environment  

The Bank continued its strong commitment to Environmental, Social and Governance (“ESG”) matters.  

The Board and the EMC are responsible for overseeing and approval of the Bank’s ESG transition in areas of 
strategy, target setting, internal policies and procedures, risk management, portfolio and operation net zero, 
green finance business development and ESG/ climate related projects. The following key progress was made 
in 2025: 
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 TCFD Disclosure - Please refer to the TCFD disclosure from pages 15 - 26 within the Strategic Report.  
 

 Emission Reduction The Bank achieved strong sustainability performance, including keeping 100% 
REGO (Renewable Energy Guarantees of Origin) backed electricity. Comprehensive energy-saving 
measures were also implemented, such as energy management practices and behaviour change 
interventions, resulting in approximately 57,357kWh reduced energy consumption in 2025. Additionally, 
recycling measures including food waste and dry-mixed recycling were continued in 2025, with an 
increased recycling rate of 57% throughout 2025 and saving 12,949 kg of CO₂ emissions by waste 
diversion. 
 

 Community and Culture Exchange - As one of the founding companies of City Giving Day, together with 
the London Branch, the Bank recorded another year of record-breaking fundraising. The Bank also 
participated in a range of major community and civic events, including the Lord Mayor’s Show, the 
Standard Chartered Great City Race and the Bloomberg Square Mile Relay. In addition, the Bank 
continued its long-standing support for the annual Chinese New Year celebrations in the UK and the largest 
Chinese dragon boat festival in Europe, reinforcing its commitment to cultural exchange and community 
engagement. 

 
 Green Participation – In 2025, the Bank reinforced its commitment to global sustainability and climate 

objectives. Together with the London Branch, the Bank supported the inclusion of three Bank of China 
green finance achievements in the Outcomes Document of the 11th China–UK Economic and Financial 
Dialogue, remaining among the leading peers in recognised outcomes. The Bank also supported 
Taskforce on Nature-related Financial Disclosures (TNFD) capacity-building initiatives and led a series of 
TNFD-related activities in China, promoting China–UK cooperation in green and biodiversity finance. In 
addition, the Bank hosted the high-level sustainability event “From Policy to Impact: A Global Perspective 
on the Current State of Sustainable Development” as an official event of the 2025 London Climate Action 
Week, and held the 2025 Global Sustainability Conference, further strengthening engagement in global 
sustainability dialogue. 

 
Furthermore, the Board takes the Bank’s corporate citizenship seriously and ensures the required level of 
transparency through the approval and the publication of the following: 

Country by Country Reporting 

Further information regarding the Bank’s approach to the requirements of increased financial and tax 
transparency of the Capital Requirements Directive (“CRD IV”), as enacted by the Financial Services and 
Markets Act 2000, will be published on the Bank’s website shortly after the approval of these financial 
statements at www.bankofchina.com/uk. 

 

 

1 Lothbury On behalf of the Board, 

London  

EC2R 7DB  

         

Wenjian Fang 

        Chief Executive Officer 

24 April 2026       Board Director 

  

http://www.bankofchina.com/uk
Mobile User
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Corporate Governance Report 

For the year ended 31 December 2025, the Bank has applied the Wates Principles. The following 
summarises how the Bank has applied the principles over the past year: 
 
Principle 1 – Purpose and Leadership  
The Bank was incorporated in 2007 and together with Bank of China Limited London Branch (“London 
Branch”), has been one of the preferred choices for both Chinese “Going-out” customers and local 
customers seeking to establish relationships with Chinese banks. 
 
In alignment with its Parent (Bank of China Limited), the Bank takes serving the real economy as its 
fundamental mission, risk prevention and control as its eternal theme, consolidating and expanding its 
globalised advantages and improving its global layout capabilities as its primary task. Likewise, the Bank 
sees improving market competitiveness and serving national strategies as a core goal. In November 2025, 
the Board visited the Parent’s Office in Beijing, China and held the London Branch Advisory and Oversight 
Committee (“AOC”) meeting. This visit underscored the Bank’s commitment to aligning its governance 
practices and strategic objectives with the broader strategic vision of the Parent. 
 
As outlined in the Board Terms of Reference (“ToR”) the purpose of the Board is to provide entrepreneurial 
leadership of the Bank within a framework of prudent and effective controls. The Board sets the strategic 
objectives and risk appetite for the Bank and its subsidiaries, Bank of China (UK) Nominees Limited, China 
Bridge Group (UK) Limited and is responsible for approving capital and operating plans presented by the 
EMC. The Board is also the decision-making body for all other matters of such importance as to be of 
significance to the Bank as a whole because of their strategic, financial or reputational implications or 
consequences. 
 
The Board ensures that the Bank’s obligations to its shareholder and other key stakeholders are understood 
and met. To achieve that outcome, the Board considers the views and interests of all other key stakeholders 
during Board discussions and decision-making. Further details can be found in the S172(1) Statements from 
page 27 to 30. 
 
Principle 2 – Board Composition 
The Board comprises four Independent Non-Executives (“iNEDs”), including the Chairman and one Senior 
Independent Director (“SID”), CEO, CFO, two Group Non-Executive Directors, as of 31 December 2025. 
Please refer to page 5 to 6 for the Board composition changes in 2025. The size and composition of the 
Board is appropriate to the Bank’s size and nature of business. The Board is also committed to making the 
Bank an increasingly inclusive environment.  
 
The iNEDs are appointed for three-year renewable terms. The independence of any iNED who had served 
on the Board beyond nine years from the date of his appointment is subject to particularly rigorous review.  
 
The roles of the Chairman and the Chief Executive Officer are separate. The Chairman’s main responsibility 
is to lead and manage the work of the Board to ensure that it operates effectively and fully discharges its 
legal and regulatory responsibilities. The Board has delegated the responsibility for the day-to-day 
management of the Bank to the EMC led by the CEO. The CEO is responsible for recommending strategy to 
the Board, leading the Executive Director and for making and implementing operational decisions. 
 
The Board has collective responsibility for the success of the Bank, however, the CEO and  Executive 
Director have direct responsibility for business operations, whereas the Non-Executive Directors are 
responsible for bringing independent judgement and scrutiny being asked of the Board, by providing 
objective challenge to EMC. The Board can draw on the wide range of skills, knowledge and experience they 
have built up as directors of other companies and as business leaders. 
 
The independence of a Non-Executive Director is determined by assessing against the following essential 
criteria: 
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 Provides objective challenge to management; 
 Is prepared to challenge others’ assumptions, beliefs or viewpoints as necessary for the good of the Bank; 
 Questions intelligently, debates constructively, challenges rigorously and makes decisions dispassionately; 
 Is willing to stand up and defend their beliefs and viewpoints in order to support the ultimate good of the 

Bank; 
 Understands the Bank’s business and affairs to enable them to properly evaluate the information and 

responses provided by management. 
 
During 2025, the Board’s independent challenge has been further strengthened by the appointment of a local 
independent Chairman, as opposed to a Chairman who always used to be a full-time senior executive with 
the Bank’s Parent in the past. 
 
The Board conducted a comprehensive review of the independence of the iNEDs, guided by the criteria 
outlined above. During the discussion, the Chairman addressed the extension of respective tenures of Dr. 
Gerard Lyons SID and Chairman of the Board Remuneration and Nominations Committee (“RNC”) , and that 
of Mr. Charles Hardy, Chairman of the Board Audit Committee (“BAC”), both will have served on the Board 
for more than nine years from October 2025. The Board noted that, despite their extended tenure, Dr. Lyons 
and Mr. Hardy continue to demonstrate the ability to provide robust independent challenge, reflecting the 
spirit of independence that is critical to effective governance. 
 
All directors must report any changes in their circumstances to the Board. The Bank’s sole shareholder 
reserves the right to terminate the appointment of a director if any material changes occur that may conflict 
with their commitments as a director of the Bank, or that may impact on their independence. 
 
The iNEDs attend and act as respective chairs to the relevant Board committees (as noted on page 34 to 38) 
so that they are able to effectively challenge and influence diverse areas of the Bank.  
 
Directors update their skills, knowledge and familiarity with the Bank by engaging with EMC, Heads of 
Department, and by attending appropriate external seminars and training courses during 2025.  
 
All directors have access to the advice and services of the Company Secretary and may, if they wish, take 
professional advice at the company’s expense. During 2025, the Board was provided with updates on 
corporate governance and regulatory responsibilities. The main collective training sessions covered the 
following topics: 
 

 Conduct rules 
 Reputational risk 
 Non-financial misconduct  
 Anti-money laundering and financial crime 
 Directors duties and regulatory horizon 2026 

 
The RNC oversees the Bank’s succession planning, ensuring the Board is equipped with the skills and 
expertise necessary to support its strategic objectives.  
 
Following the 2024 comprehensive board evaluation process, the Bank has taken actions to address the 
detailed findings. A follow-on light touch Board Evaluation is being organised to take place during the first 
quarter of 2026, to further reinforce strong governance.  
 
Principle 3 – Directors Responsibilities 
Clear lines of Accountability and Responsibility supports effective decision-making. Management 
Responsibilities Maps and Statements of Responsibilities introduced by the Senior Managers Regime 
ensure that the Board members have a clear understanding of their respective accountability and 
responsibilities.  
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The Board has a programme of four regular Board meetings every year, plus ad hoc meetings and 
potentially additional time for strategic planning. During 2025, the Directors took part in a number of strategic 
workshops organised by the Bank’s Business Development Committee and provided constructive comments 
and recommendations in relation to the Bank’s strategic direction. 
 
The Board operates three standing committees: BAC, RNC and Board Risk Committee (“BRC”), details of 
which can be found on pages 34 to 38.  
 
Board and Committee meetings are arranged in advance to ensure, as far as possible, that directors can 
manage their time commitments. All directors are provided with supporting papers and relevant information 
for each meeting and are expected to attend, unless there are exceptional circumstances that prevent them 
from doing so.  
 
In the event that a director is unable to attend a meeting, he/she will still receive the papers for the meeting 
and will normally discuss any matters they wish to raise with the Chairman of the meeting, to ensure their 
views are taken into account. In addition, all directors are able to discuss any issues with the Chairman of 
the Board, the SID and/or the CEO at any time. Details of Board and committee meeting attendance are 
provided in full on page 6 of this report. 
 
During the year ended 31 December 2025, it was considered that all directors contributed the time 
necessary to discharge their responsibilities to the Board. Potential conflicts of interest were declared and 
managed. During 2025, all Board meetings were mostly conducted via a hybrid format with the majority of 
the directors attending physically in the boardroom at the Bank’s London office. 
 
The Board pays close attention to the Integrity of Information as it relies on good management information 
(“MI”) to monitor and challenge the performance of the Bank and make informed decisions. Following the 
introduction of the internal MI Guidance, the Bank continues to embed the good practice and enhance 
respective committees’ MI through discussion and review at each meeting. 
 
Principle 4 – Opportunity and Risk  
The Board promotes a prudent approach to risk whilst seeking out opportunity. Long term strategic 
opportunities are highlighted in the rolling Five-Year Strategic Plan, which is presented to the Board for 
approval every year. Short term opportunities are discussed at management committee levels at a more 
regular interval.  
 
The Bank’s key risks, uncertainties and mitigations are outlined in the Strategic Report on page 12. The 
Bank’s systems and controls are designed to manage, rather than to entirely eliminate, the risk of failure to 
achieve business objectives and can only provide reasonable and not an absolute assurance against a risk 
materialising. 
 
The Board is responsible for the Bank’s system of internal control. The Board receives regular reports and 
updates from the EMC and the BAC on the effectiveness of the Bank’s internal control system. The system of 
internal control is also subject to regulatory oversight. 
 
The Bank seeks opportunities that align with its strategic objectives whilst maintaining a balanced and prudent 
approach to risk. This approach ensures that the pursuit of growth and innovation is underpinned by robust 
risk management frameworks, safeguarding the Bank’s long-term success. 
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Principle 5 – Remuneration  
The Board established the RNC to discharge its responsibilities for ensuring the Board and the EMC retain 
appropriate structure, size and balance of skills. It is also responsible for designing remuneration structures 
and policies that support the strategic objectives and values of the Bank. The RNC benefits from the 
Chairmanship of the SID to ensure that executive remuneration structures are aligned to the long-term health 
of the Bank, taking into account pay and conditions elsewhere in the industry, the local market and 
shareholder influence.  
 
The RNC’s work in detail is set out on page 35 to 36. The Directors’ remuneration is disclosed in Note 14.  
 
Principle 6 – Stakeholder Relationships and Engagement  
The Board recognises the importance of stakeholder engagement, which means good relationships with all 
the Bank’s stakeholder community including its sole shareholder, employees, regulators, customers, 
suppliers and the local communities. More details are contained in the S172(1) Statement within the 
Strategic Report from page 27 to 30. 
 

Board Committee Reports  

Board Audit Committee Report  
The Board Audit Committee (BAC) comprises two iNEDs, Mr. Charles Hardy as Chairman and Mr. Peter 
Reid.  
 
Standing invitations are extended to the CRO, CFO, COO, Chief Credit Risk Officer (“CCRO”), Chief 
Compliance Officer (“CCO”), the Head of Internal Audit Department and the heads of the Second Line of 
Defence departments. During 2025, six meetings were held (four regular quarterly meetings and two ad hoc 
meetings). The outgoing external auditors attended the first quarterly meeting and ad hoc meeting. The 
incoming external auditors attended the second ad hoc meeting to present their proposal for providing 
external audit services and the last quarterly meeting to provide an update on progress with their 
appointment and to present the 2025 audit plan.  
 
During the course of the year, the BAC considered the effectiveness of the Bank’s internal control systems 
and processes, risk management, and compliance with relevant legislations and regulations, via the 
following key activities: 
 
 The BAC received and reviewed all Internal Audit reports issued and monitored progress on the closure 

of issues arising from those reports and two Parent’s audit reports issued in January 2025. Updates made 
to the Internal Audit Methodology to align with the Institute of Internal Auditors standards and the UK Code 
of Internal Audit Practice, changes in the Audit Universe, results of Internal Audit Validation of the Skilled 
Person Review Findings and progress on implementation of a new Internal Audit Toolkit were also 
presented to the BAC. In addition, the BAC monitored progress of delivery of the 2025 Annual Audit Plan 
and reviewed status updates on completion of actions from the External Audit Controls Report.  

 Updates were received from the Financial Management, Credit Management, Risk Management, Financial 
Crime and Compliance departments and the Legal Function. 

 Reports issued by the Compliance Assurance Team were reviewed and the 2025 Regulatory Compliance 
and Financial Crime Assurance Plan was discussed. 

 Updates were received from the CCO on Whistleblowing investigations. 
 
In addition, the BAC: 
 Reviewed the Annual Audit Plan for 2026 and the resourcing plan to support its delivery. The Annual Audit 

Plan for 2026 was thereafter recommended for approval by the Board. 
 Reviewed the draft annual financial statements and going concern assessment including quality and 

acceptability of the related accounting policies, practices and financial reporting disclosures. 
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 Reviewed considerations for selection of an External Audit firm and recommended the approval of a firm 
to the Board.  

 Reviewed the External Audit Plan and Draft Engagement Letter for the FYE 2025 audit.  
 Approved the updated Internal Audit Department Methodology and the Audit Charter and Mandate, which 

was presented to the Board for approval. 
 Monitored adequacy of resourcing in the Internal Audit Department. 
 Reviewed results of the Effectiveness of Internal Audit survey.  

 
In addition, the BAC considered and reviewed its ToR. 
 
After each BAC meeting, a report to the Board was presented on the principal matters discussed to ensure 
all directors were informed of the BAC’s work. 
 
Remuneration and Nominations Committee Report 
The Remuneration and Nominations Committee (RNC) comprises two directors: Dr. Gerard Lyons SID and 
Mr. Charles Hardy. Dr. Lyons is a SID, who is also the Chairman of the RNC. Mr. Hardy is an iNED. Both 
directors are voting members. 
 
Standing invitations are extended to Mr. Wenjian Fang, Executive Director and CEO and Ms. Wen Liu, 
Managing Director and Head of Human Resources and Training Department (HR) to attend the committee 
meetings but will not have authority to vote. 
 
The RNC is responsible for supporting and overseeing the implementation of an effective remuneration 
programme within the Bank and ensuring that the Bank operates an effective HR function that meets all 
applicable statutory and regulatory requirements. The RNC is not involved in setting the remuneration of its 
members. In 2025, the RNC met 6 times in total, 4 quarterly meetings and 2 ad-hoc meetings. The RNC 
continued to focus on areas consistent with what is needed for a HR function to support the Bank’s strategic 
plan in year 2025.  
 
In 2025, RNC’s key strategy was aligned to enhance organisational effectiveness and directly support the 
Bank’s overarching goals. RNC maintained a disciplined focus on operational efficiency, holding headcount 
flat while driving significant improvement in how the Bank works. Key activities included further enhancement 
of people management and talent development, a comprehensive review and update of the Bank's policies 
and ongoing monitoring and refinement of Business as Usual (BAU) deliverables, including: 
 
 Review the HR annual plan to ensure alignment with the People Strategy and overall business strategy 
 Review people management information and practices to ensure alignment with organisational goals and 

identify opportunities for improvement. 
 Review resourcing strategies across various stages, such as strategic workforce planning, recruitment 

processing and employer branding  
 Review and approve succession planning  
 Review the reward and benefits framework, including but not limited to: remuneration policy review, pay 

transparency analysis, benefits benchmarking, and a review of family-friendly policies. 
 Assess the senior management nominations, approve and submit them to the Board for final approval. 
 Review and approve key HR policies, including the remuneration policy, performance management policy, 

recruitment policy, and learning and development policy. 
 Review and approve remuneration packages to ensure compliance with relevant policies and regulations. 
 Review the Bank’s culture program with a focus on further establishing its Diversity and Inclusion culture. 
 Review the BOC Recognition Policy to enhance rewards for long-term service and foster peer-to-peer 

recognition, including the launch of the Recognition and Engagement Platform  
 Develop a well-being strategy to enhance employee experience from a physical, mental, financial, and 

social wellbeing perspective under a single framework. 
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 Support the continued implementation of learning and Development initiatives to support the Bank’s 
broader people strategy and knowledge/skill requirements. This includes the delivery of the People 
Manager Development Programme for all line/people managers, Learning at Work Week promoting career 
development, the introduction of new programmes such as business development skills to support the 
Bank’s growth and ongoing delivery of mentoring programmes both for Heads of Department and staff. 

 Review of the implementation of the FCA and PRA ‘Remuneration Reform’ and the impact on the Bank 
and employees as well as the Remuneration Policy and application and impact of Capital Requirements 
V Directive. 
 

In addition, the RNC considered and reviewed its ToR. 
 
After each meeting, a report to the Board was presented on the principal matters discussed to ensure all 
directors were informed of the RNC’s work. 
 
There are a number of priority areas that the RNC plans to continue to focus on in forthcoming meetings, 
including:  
 
 Implementation of the wellbeing strategy to continue supporting employees with relevant tools and 

resources 
 Continue to work on the Bank’s talent development through succession planning, resourcing strategy and 

people development program for senior management and people manager 
 Continue to advance the Bank’s culture program by launching Employee Recognition programme, which 

is designed to acknowledge and reward staff for their achievements and behaviours that align with the 
organisation's values and goals. 

 
Board Risk Committee Report  
The Board Risk Committee (BRC) comprises two iNEDs, Mr. Peter Reid (Chairman) 1 and Dr. Gerard Lyons 
SID. Both members are voting members.  
 
Standing invitations are extended to the Chairman of BAC, CEO,CRO, CCRO, CFO, CCO, COO, General 
Manager of IT Centre Europe, Head of Risk Management Department, Head of Legal Function and Head of 
Internal Audit Department. 
 
During 2025, four quarterly meetings and two ad hoc meetings were held. The role of BRC is to review, 
monitor and report to the Board on the Bank’s risk management strategy and risk appetite; oversee the 
compliance of applicable statutory and regulatory requirements for effective risk management within the 
Bank; and oversee and support the implementation and maintenance of effective risk management within the 
Bank and be the primary Board committee for risk identification and management. It exercises its 
responsibilities via the following key activities:  
 
 Consider any matters within the operation of the London Branch that could have a material impact on the 

Bank, which fall within the purview of the BRC, as and when they are raised to the BRC, and determine 
whether such matters need to be raised with the Board for recommendation or observation to the General 
Manager of the London Branch; 

 Review, approve and recommend to the Board for approval of the key enterprise wide risk management 
framework and policies of the Bank on the recommendation of the Risk Management & Internal Control 
Committee (“RMICC”); 

 Review, approve and recommend to the Board for approval of the Risk Appetite Framework of the Bank 
on the recommendation of the RMICC; 

 
 
1 Officially became the member and the chair of BRC in March after PRA’s approval. Mr Jonathan Spence, the previous 
BRC chairman resigned at the same time. 
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Corporate Governance Report (continued) 
 Review, approve and recommend to the Board for approval qualitative statements of risk appetite for all 

key risks and quantitative risk appetite measures for those key risks, all in accordance with the Risk 
Appetite Framework, on the recommendation of the RMICC; 

 Review and approve the ICAAP and ILAAP stress testing framework on the recommendation of the Asset 
& Liability Management Committee (“ALCO”); 

 Review, approve and recommend to the Board for approval the ICAAP, ILAAP and Recovery Plan on the 
recommendation of the ALCO; 

 Assist the Board in its Consumer Duty obligations including assisting the Board in the mitigation and 
oversight of risk associated with Consumer Duty compliance, including assessing any matters identified in 
the Consumer Duty annual report and the risks associated with Consumer Duty compliance; 

 Review, approve and recommend to the Board for approval the Bank’s important business services, impact 
tolerances and written self- assessment document, on the recommendation of Operational Risk and 
Resilience Committee  (“ORRC”); 

 Review and recommend to the Board for approval the annual Slavery and Human Trafficking Statement, 
on the recommendation of the Compliance Committee (“CC”); 

 Review and recommend to the Board for approval an annual statement confirming that the Bank’s Single 
Customer View (the "SCV") arrangements are effective and satisfy all relevant SCV requirements, on the 
recommendation of the CC; 

 Oversee management performance across the Bank for all the identified risk types. 
 Provide direct oversight to the RMICC, review its updates on a quarterly basis and review top and emerging 

risks from the risk related committees under RMICC (to which the BRC shall provide indirect oversight):; 
 
Where there is a perceived overlap of responsibilities between the BRC and the BAC, the Chair of the BRC 
will discuss with the Chair of the BAC to agree the most appropriate committee to fulfil the obligation. 
 
In addition, the BRC Committee considered and reviewed its ToR. 
 
After each meeting, a report to the Board was presented on the principal matters discussed to ensure all 
directors were informed of the BRC’s work. 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

  

 

 



Bank of China (UK) Limited 
Annual Report and Financial Statements for the year ended 31 December 2025 

38 
 

Statement of Directors’ Responsibilities in Respect of the Financial Statements 

The directors are responsible for preparing the annual report and the financial statements in accordance with 
applicable law and regulation. 
 
Company law requires the directors to prepare financial statements for each financial year. Under that law the 
directors have prepared the financial statements in accordance with UK-adopted international accounting 
standards. 
 
Under company law, directors must not approve the financial statements unless they are satisfied that they 
give a true and fair view of the state of affairs of the Bank and of the profit or loss of the Bank for that period. 
In preparing the financial statements, the directors are required to: 
 
 select suitable accounting policies and then apply them consistently; 
 state whether applicable UK-adopted international accounting standards have been followed, subject to 

any material departures disclosed and explained in the financial statements; 
 make judgements and accounting estimates that are reasonable and prudent; and 
 prepare the financial statements on the going concern basis unless it is inappropriate to presume that the 

Bank will continue in business. 
 

The directors are responsible for safeguarding the assets of the Bank and hence for taking reasonable steps 
for the prevention and detection of fraud and other irregularities. 

The directors are also responsible for keeping adequate accounting records that are sufficient to show and 
explain the Bank’s transactions and disclose with reasonable accuracy at any time the financial position of the 
Bank and enable them to ensure that the financial statements comply with the Companies Act 2006. 

The directors are responsible for the maintenance and integrity of the Bank’s website. Legislation in the United 
Kingdom governing the preparation and dissemination of financial statements may differ from legislation in 
other jurisdictions. 

 

 
 
 
 
 
 
 
Wenjian Fang 
Chief Executive Officer 
Board Director 
24 April 2026 
 

  

Mobile User
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BANK OF CHINA (UK) LIMITED 

Opinion 

We have audited the financial statements of Bank of China (UK) Limited (the Company) for the year ended 
31 December 2025 which comprise the Income Statement, the Statement of Comprehensive Income, the 
Statement of Financial Position, the Statement of Changes in Equity, the Statement of Cash Flows and the 
related notes 1 to 36, including material accounting policy information. The financial reporting framework that 
has been applied in their preparation is applicable law and UK adopted international accounting standards. 

In our opinion, the financial statements:   

 give a true and fair view of the Company’s affairs as at 31 December 2025 and of its profit for the year 
then ended; 

 have been properly prepared in accordance with UK adopted international accounting standards (UK 
adopted IAS); and 

 have been prepared in accordance with the requirements of the Companies Act 2006. 

Basis for opinion  

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and 
applicable law. Our responsibilities under those standards are further described in the Auditor’s 
responsibilities for the audit of the financial statements section of our report. We are independent of the 
Company in accordance with the ethical requirements that are relevant to our audit of the financial 
statements in the UK, including the FRC’s Ethical Standard as applied to public interest entities, and we 
have fulfilled our other ethical responsibilities in accordance with these requirements.  

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

Conclusions relating to going concern 

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of 
accounting in the preparation of the financial statements is appropriate. Our evaluation of the directors’ 
assessment of the Company’s ability to continue to adopt the going concern basis of accounting included: 

 Evaluating the appropriateness of management’s key assumptions made in the Company’s forecasts. In 
assessing the reasonableness of management’s assumptions, we incorporated consideration of the 
principal risks and uncertainties facing the Company, including the potential longer-term impacts of the 
various ongoing regional conflicts, as well as considering appropriate mitigating factors. 

 Assessing the level of liquidity available to the Company to support its ongoing needs and projected 
compliance with capital requirements and external debt covenants for a period of 12 months from the 
date of authorisation of the financial statements.  

 Evaluating the reasonableness of management’s adverse forecast scenarios and associated stress 
testing, including those performed as part of the ICAAP and ILAAP and assessing their impact on the 
Company’s liquidity and capital positions and compliance with external debt covenants.  

 Obtaining the reverse stress test performed by management and assessing the plausibility of 
management actions available to mitigate the impact of the results of that test.  

 Assessing the adequacy of the going concern disclosures provided within the financial statements by 
evaluating whether they were consistent with management’s assessment and in compliance with the 
relevant reporting requirements. 
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 INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BANK OF CHINA (UK) LIMITED 
(continued) 

Based on the work we have performed, we have not identified any material uncertainties relating to events or 
conditions that, individually or collectively, may cast significant doubt on the Company’s ability to continue as 
a going concern for a period of 12 months from when the financial statements are authorised for issue. 

Our responsibilities and the responsibilities of the directors with respect to going concern are described in 
the relevant sections of this report. However, because not all future events or conditions can be predicted, 
this statement is not a guarantee as to the Company’s ability to continue as a going concern.  

Overview of our audit approach 

Key audit 
matters 

 Accounting for estimated credit losses (ECL) 

 Accounting for fair value loans 

Materiality  Overall materiality of £4,240,000 which represents approximately 5% of 
profit before tax. 

 

In the prior year, the PricewaterhouseCoopers LLP (PwC) auditor’s report identified ‘Valuation of level 3 
financial instruments recorded at fair value’ and ‘ECL in relation to loans and advances to customers.’ 

An overview of the scope of our audit 

Tailoring the scope 
 
Our assessment of audit risk, our evaluation of materiality and our allocation of performance materiality 
determine our audit scope for the Company. This enables us to form an opinion on the financial statements. 
We take into account size, risk profile, the organisation of the Company and effectiveness of controls, the 
potential impact of climate change and changes in the business environment when assessing the level of 
work to be performed.  
 
Key audit matters 

Key audit matters are those matters that, in our professional judgement, were of most significance in our 
audit of the financial statements of the current period and include the most significant assessed risks of 
material misstatement (whether or not due to fraud) that we identified. These matters included those which 
had the greatest effect on: the overall audit strategy, the allocation of resources in the audit; and directing the 
efforts of the engagement team. These matters were addressed in the context of our audit of the financial 
statements as a whole, and in our opinion thereon, and we do not provide a separate opinion on these 
matters. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BANK OF CHINA (UK) LIMITED 
(continued) 

Risk Our response to the risk 

Accounting for ECL 

The ECL provision is calculated using a 
combination of a collective provisioning model and 
specific loan provisions based on discounted cash 
flow analyses and regression based forward-
looking estimates. Determining the allowance for 
ECL is highly judgemental and subjective and 
changes in the assumptions underpinning the 
estimation of expected credit losses could have a 
material impact on reported profits. Assumptions 
with increased complexity in respect of the timing 
and measurement of expected credit losses 
include:  

 Modelling and Data Flows – 
Appropriateness of accounting 
interpretations, modelling assumptions, 
modelling techniques and the data used to 
determine the Probability of Default (PD), 
Loss Given Default (LGD) and Exposure at 
Default (EAD) used to calculate the ECL.  

 Staging – The determination of what 
constitutes a significant increase in credit 
risk and default and consequent complete 
and timely allocation of qualifying assets to 
the appropriate stage in accordance with 
IFRS 9.  

 Model & Post Model Adjustments (PMA) – 
Appropriateness, completeness and 
valuation of adjustments to modelled 
output, to address identified model 
deficiencies or risks not fully captured by 
the models and risks not identified by the 
credit impairment models or known model 
limitations.  

 IFRS 9 disclosures – Accuracy and 
adequacy of financial statement 
disclosures.  

Information on ECL is included the following notes 
to the financial statements: 

- Note 21, Allowances for ECL 
- Note 19, Loans and advances to Banks 
- Note 20, Loans and advances to 

Customers 
Note 6, Financial Risk Management 

 We obtained an understanding, performed 
walkthroughs and evaluated the design and 
operating effectiveness of key controls across 
the processes relevant to the ECL. This 
includes controls over data accuracy and 
completeness, credit monitoring, allocation of 
borrowers into their respective impairment 
stages, individual provisioning and production 
of journal entries and disclosures. 

 With the support of our credit risk specialists, 
we assessed and challenged the Company’s 
IFRS 9 provisioning methodology to determine 
whether the accounting standard had been 
complied with consistently across the Company 
and any changes made to the methodology 
were appropriate. 

 Using our credit risk specialists, we tested the 
assumptions, inputs and formulae used in the 
ECL models to confirm that the models were 
consistent with the stated methodology. This 
included assessing the appropriateness of the 
model designs and formulae used, and 
independently recalculating the PD, LGD and 
EAD, on a sample basis. 

 We identified critical ECL data elements and 
verified the data accuracy, source-to-report 
mapping, and data transfers. 

 For key estimated inputs, such as collateral 
valuation, we tested the existence and 
valuation of collateral based on selected 
samples. 

 We performed loan-level review procedures for 
a selected sample of loans, based on defined 
risk criteria, including their financial health and 
repayment capacity to evaluate the 
appropriateness of the Company’s internal risk 
classifications. 

 We assessed the criteria used to allocate 
assets to impairment stages, including any 
overlays applied in determining SICR. For a 
sample of loans, we independently evaluated 
staging conclusions and assessed 
management’s rationale for movements 
between stages. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BANK OF CHINA (UK) LIMITED 
(continued) 

Risk Our response to the risk 

  We assessed management’s judgment 
regarding their approach on PMAs. 

 We assessed the appropriateness of the 
macroeconomic scenarios used by 
management and tested whether they had 
been properly applied in the ECL calculations. 

 We evaluated whether ECL-related disclosures 
were adequate, appropriate and prepared in 
accordance with IFRS requirements. 

Key observations communicated to the Audit Committee 

We communicated that the Company’s ECL provisions were reasonably estimated and materially in 
compliance with IFRS 9 for the year ended 31 December 2025. 

Accounting for financial assets recorded at fair 
value through profit and loss 

The valuation of financial assets measured at fair 
value involves the application of judgement and 
estimation, including the determination of 
appropriate discount rates and credit margins. 
There is a risk that the use of inappropriate 
assumptions or inaccurate data inputs may result in 
loans being misstated. In addition, judgement is 
required to ensure that credit risk is appropriately 
reflected in the valuation. Given the use of 
unobservable inputs and valuation techniques, 
these loans are classified as Level 3 instruments, 
and their valuation is therefore subject to a 
significant degree of estimation uncertainty. 

Information on fair value loans is included the 
following notes to the financial statements: 

- Note 22, Financial assets at fair value 
through profit and loss 

Note 7, Financial assets and financial liabilities 

 We obtained an understanding and performed 
walkthroughs of the fair value measurement 
process.  

 We have assessed the classification and 
measurement of these loans to ensure 
compliance with the fair value requirements 
under IFRS 9. 

 We engaged our valuation specialists to review 
the valuation methodology and assess the 
appropriateness of the discount rates applied to 
future cash flows, including whether those rates 
appropriately reflect counterparty credit risk.  

We have performed sensitivity analysis over key 
valuation assumptions, including discount rates. We 
have agreed other key inputs used in the fair value 
calculations, such as interest rates and repayment 
schedules, to underlying loan documentation. 

Key observations communicated to the Audit Committee 

We communicated that the Company’s financial assets recorded at fair value through profit and loss were 
reasonably estimated as at 31 December 2025. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BANK OF CHINA (UK) LIMITED 
(continued) 

Our application of materiality 

We apply the concept of materiality in planning and performing the audit, in evaluating the effect of identified 
misstatements on the audit and in forming our audit opinion.   

 
Materiality 
The magnitude of an omission or misstatement that, individually or in the aggregate, could reasonably be 
expected to influence the economic decisions of the users of the financial statements. Materiality provides a 
basis for determining the nature and extent of our audit procedures. 

We determined materiality for the Company to be £4,240,000 (PwC 2024: £4,321,000), which is 
approximately 5% of the Company’s profit before tax (PwC 2024: 1% of the Company’s net assets). We 
believe that profit before tax provides us with the most appropriate measure for the users of the financial 
statements given the Company is profit making; it is consistent with the wider industry and is the standard for 
regulated entities. 

Performance materiality 
The application of materiality at the individual account or balance level.  It is set at an amount to reduce to an 
appropriately low level the probability that the aggregate of uncorrected and undetected misstatements 
exceeds materiality. 

On the basis of our risk assessments, together with our assessment of the Company’s overall control 
environment, our judgement was that performance materiality was 50% (PwC 2024: 75%) of our planning 
materiality, namely £2,120,000 (PwC 2024: £3,102,000).  We have set performance materiality at this 
percentage, taking into account the first-year nature of the audit for Ernst & Young LLP. 

Reporting threshold 
An amount below which identified misstatements are considered as being clearly trivial. 

We agreed with the Audit Committee that we would report to them all uncorrected audit differences in excess 
of £212,000 (PwC 2024: £206,000), which is set at 5% (PwC 2024: 4.8%) of planning materiality, as well as 
differences below that threshold that, in our view, warranted reporting on qualitative grounds.   

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed 
above and in light of other relevant qualitative considerations in forming our opinion. 

Other information  

The other information comprises the information included in the annual report, other than the financial 
statements and our auditor’s report thereon. The directors are responsible for the other information contained 
within the annual report.   

Our opinion on the financial statements does not cover the other information and, except to the extent 
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.  

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 course of the audit or 
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent 
material misstatements, we are required to determine whether this gives rise to a material misstatement in 
the financial statements themselves or a material misstatement of the other information. If, based on the 
work we have performed, we conclude that there is a material misstatement of the other information, we are 
required to report that fact. 
 
We have nothing to report in this regard. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BANK OF CHINA (UK) LIMITED 
(continued) 

Opinions on other matters prescribed by the Companies Act 2006 

In our opinion, based on th the work undertaken in the course of the audit: 

 the information given in the strategic report and the directors’ report for the financial year for which the 
financial statements are prepared is consistent with the financial statements; and  

 the strategic report and directors’ report have been prepared in accordance with applicable legal 
requirements. 

Matters on which we are required to report by exception  

In the light of the knowledge and understanding of the Company and its environment obtained in the course 
of the audit, we have not identified material misstatements in the strategic report or directors’ report. 

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 
requires us to report to you if, in our opinion: 
 adequate accounting records have not been kept, or returns adequate for our audit have not been 

received from branches not visited by us; or 
 the financial statements are not in agreement with the accounting records and returns; or 
 certain disclosures of directors’ remuneration specified by law are not made; or  
 we have not received all the information and explanations we require for our audit 
 

Responsibilities of directors 

As explained more fully in the directors’ responsibilities statement set out on page 40, the directors are 
responsible for the preparation of the financial statements and for being satisfied that they give a true and 
fair view, and for such internal control as the directors determine 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 directors are responsible for assessing the Company’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 directors either intend to liquidate the Company or to cease 
operations, or have no realistic alternative but to do so. 

Auditor’s responsibilities for the audit of the financial statements  

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit 
conducted in accordance with ISAs (UK) 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 

Explanation as to what extent the audit was considered capable of detecting irregularities, including 
fraud 
 
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design 
procedures in line with our responsibilities, outlined above, to detect irregularities, including fraud. The risk of 
not detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting from 
error, as fraud may involve deliberate concealment by, for example, forgery or intentional 
misrepresentations, or through collusion. The extent to which our procedures are capable of detecting 
irregularities, including fraud is detailed below. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BANK OF CHINA (UK) LIMITED 
(continued) 

However, the primary responsibility for the prevention and detection of fraud rests with both those charged 
with governance of the Company and management.  

 We obtained an understanding of the legal and regulatory frameworks that are applicable to the 
Company and determined that the most significant comprise the prudential and conduct regulatory 
regimes overseen by the Prudential Regulation Authority and the Financial Conduct Authority, as 
well as those that relate to the reporting framework (UK adopted IAS and the Company Act 2006) 
and the relevant direct tax compliance in the United Kingdom. 

 We understood how the Company is complying with those frameworks by management, internal 
audit, and those responsible for legal and compliance matters. We also reviewed correspondence 
between the Company and its regulators; reviewed minutes of the Board and its committees; and 
gained an understanding of the Company’s approach to governance, demonstrated by the Board’s 
approval of the Company’s governance framework and the Board’s review of the Company’s risk 
management framework and internal control processes. 

 We assessed the susceptibility of the company’s financial statements to material misstatement, 
including how fraud might occur by considering the controls that the Company has established to 
address risks identified by the entity, or that otherwise seek to prevent, deter or detect fraud. We 
also considered areas of significant judgement, complex transactions, performance targets, 
economic or external pressures and the impact these have on the control environment. 

 Based on this understanding we designed our audit procedures to identify non-compliance with such 
laws and regulations. Our procedures involved inquiries of the Company’s legal and compliance 
departments, internal audit, certain senior management executives. We also inspected key 
regulatory correspondence from the relevant regulatory authorities. 

 The Company operates in the banking industry which is a highly regulated environment. As such, the 
Senior Statutory Auditor considered the experience and expertise of the engagement team to ensure 
that the team had the appropriate competence and capabilities which included the use of specialists 
where appropriate. 

A further description of our responsibilities for the audit of the financial statements is located on the 
Financial Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities.  This description 
forms part of our auditor’s report. 
 

Other matters we are required to address 

 Following the recommendation from the audit committee we were appointed by the Company on 10 
December 2025 to audit the financial statements for the year ending 31 December 2025 and 
subsequent financial periods.   

 The period of total uninterrupted engagement including previous renewals and reappointments is 1 year, 
covering the years ending 1 January 2025 to 31 December 2025. 

 The non-audit services prohibited by the FRC’s Ethical Standard were not provided to the Company and 
we remain independent of the Company in conducting the audit. 

The audit opinion is consistent with the additional report to the audit committee. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BANK OF CHINA (UK) LIMITED 
(continued) 

Use of our report 

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of 
the Companies Act 2006.  Our audit work has been undertaken so that we might state to the Company’s 
members 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 
Company and the Company’s members as a body, for our audit work, for this report, or for the opinions we 
have formed. 
 
 
 
 
 
 
 
 
 
 
Nick Dawes (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor 
London
27 April 2026
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Income Statement  

 

  
                      

£000 

 
Note       2025 2024 

 
    

 Interest income  110,123 128,817 
 Interest expense  (53,024) (57,415) 

  Net interest income       8 57,099 71,402 

 

  
  

 Fee and commission income 
 

3,399 3,228 

 Fee and commission expense 
 

(1,462) (1,481) 

  Net fee and commission income 9 1,937 1,747 

 

  
  

 
Net fair value gain on financial 
Instruments 10 3,431 4,711 

 Foreign exchange gain 
 

2,388 2,295 
 Net other operating income 11 123,435 107,108 
  Non-interest income   129,254 114,114 

Total income    188,290 187,263 

 

  
  

 Staff costs 12 (86,079) (72,194) 

 Other expenses 13 (10,029) (9,735) 

 Depreciation of plant and equipment 23 (1,870) (1,540) 

 Amortisation of intangible assets 24 (161) (104)  
Credit for expected credit losses  21 217 3,953 

Profit before income tax   90,368 107,643 

  Income tax expense 15 (21,437) (23,726) 

Profit for the year   68,931 83,917 
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Statement of Comprehensive Income 

£000 
 

Note 2025 2024 

Profit for the year 
 

68,931 83,917 

Other comprehensive income 

Amounts that will be reclassified to retained earnings 

 

 
  80 - 

Income and deferred tax credit relating to  

components of other comprehensive income 
15 - - 

Other comprehensive income for the year, 
net of income and deferred tax credit or expense 80 - 

Total comprehensive income for the year  69,011 83,917 
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Statement of Financial Position 

£000 Note 31 December 2025 
   31 December 2024 

      

Assets 
 

 
  

Cash and balances at central banks 16 982,512  975,201  
Government bonds 17 142,529  144,495  
Loans and advances to banks 19 90,733 

 
73,658  

Loans and advances to customers 20 810,985 
 

941,507  
Derivative financial instruments 18 2,504 

 
4,667  

Prepayments, accrued income and other assets 26 156,554 
 

138,246  
Financial assets at fair value through profit and loss 22 71,293 

 
30,150  

Current tax asset  4,582  2,934  
Deferred tax assets 25 289 

 
406  

Property, plant and equipment 23 11,573 
 

11,419  
Intangible assets 24 887 

 
636  

Investment in subsidiary companies   33(b) -  -  

Total assets 
 

2,274,441  2,323,319  
  

 
  

Liabilities     
Deposits from banks 27 511,961 

 
493,256  

Deposits from customers 28 1,304,816 
 

1,355,529  
Derivative financial instruments 18 289 

 
2  

Other liabilities 29 39,574 
 

37,473  
Accruals and deferred income 31 18,650 

 
23,257  

Impairment provision on off balance sheet products  138  58  

Total liabilities  1,875,428  1,909,575  
  

 
  

Equity 32  
  

Authorised and called up share capital 
 

250,000 
 

250,000  
Other equity instruments  60,000  60,000  
Retained earnings 

 
89,013 

 
103,744  

Total shareholders’ equity 
 

399,013  413,744  
  

 
  

Total shareholders’ equity and liabilities 
 

2,274,441  2,323,319  

 
 

 
  

The financial statements on pages 47 to 121 were approved by the Board of Directors of Bank of China (UK) Limited  
and authorised for issue on 24 April 2026.They were signed on its behalf by: 
 

 

 

 

Wenjian Fang  
Chief Executive Officer 
Board Director  
24 April 2026 
 
 

 

 

 

Mobile User
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Statement of Changes in Equity  

The dividends to the parent company includes dividend on ordinary share capital of £78.7m (2024: £98.1m) 
and interest payments on additional tier 1 instrument of £5.0m (2024: £5.4m). 

 

 

 

 

 

 

 

 

 

 

 

 

 

£000 
Issued share 

capital 

 

 

Other 
equity 

instruments 
Retained  
earnings 

Foreign 
Currency 

translation 
reserve Total 

  
 

 
 

 

As of 1 January 2025 250,000 60,000 103,664 80 413,744 

Additional tier 1 capital - - - - - 

Profit for the financial year - - 68,931 - 68,931 

Foreign exchange and other - - - - - 

Transfer - - 80 (80) - 

Total comprehensive income  - - 69,011 - 69,011 

Dividend paid - - (83,662) - (83,662) 

As at 31 December 2025 250,000 60,000 89,013 - 399,013 
 

     

As of 1 January 2024 250,000 60,000 123,209 80 433,289 
Additional tier 1 capital - - - - - 

Profit for the financial year - - 83,917 - 83,917 

Foreign exchange and other - - - - - 

Total comprehensive income  - - 83,917 - 83,917 

Dividend paid - - (103,462) - (103,462) 

As at 31 December 2024 250,000 60,000 103,664 80 413,744 
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Statement of Cash Flows 

£000   
 

 
 2025 

 
  

 
 2024  

 

Cash flows from operating activities     

     

Profit before income tax  90,368  107,643 

Adjustments for non cash items     

 
Depreciation and amortisation of plant and equipment 
and intangible assets 

 2,031  1,644 

 Net credit for expected credit losses  (297)  (3,958) 
 Net fair value (gain) on financial instruments  (1,895)  (1,310) 

Changes in operating assets and liabilities      

 Change in derivative financial instruments assets   2,163  839 
 Change in loans and advances to customers  130,992  53,197 
 Change in financial assets at amortised cost/fair value  (39,251)  18,605 

 
Change in financial assets at amortised cost Govt 
bonds  2,147       (1,819) 

 Change in other assets  (18,315)  (7,665) 
 Change in derivative financial instruments liabilities   287  1 
 Change in deposits from banks  18,705  123,666 
 Change in deposits from customers  (50,713)  132,461 
 Change in other liabilities and provisions  (2,001)  7,855 
 Income taxes paid  (22,969)  (26,070) 
Net cash generated from operating activities  111,252  405,089 

 

 
    

Cash flows from investing activities     

 Acquisition of government bonds  (78,477)  (36,107) 
 Proceeds from government bonds  78,289  11,775 
 Acquisition of property, plant and equipment  (2,120)  (1,084) 

 Acquisition of intangible assets  (412)  (435) 

 
Proceeds from disposal of property, plant and 
equipment  97  27 

Net cash used in investing activities  (2,623)   (25,824) 
 
 

    

Cash flows from financing activities     

             Dividend paid  (78,700)  (98,100) 

             Interest paid on Additional Tier 1  instrument  (4,962)  (5,362) 

             Repayment of principal portion of lease liabilities  (722)  (800) 

             Repayment of interest portion of lease liabilities  298  309 

Net cash used in financing activities  (84,086)   (103,953) 

 

 
    

Net increase in cash and cash equivalents   24,543  275,312 

 Cash and cash equivalents at beginning of period   1,048,859  773,547 

Cash and cash equivalents at year end   1,073,402   1,048,859 
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Statement of Cash Flows (continued) 

£000   
 

 
 2025 

 
  

 
 2024 

 
     
Cash and cash equivalents comprise:     

Cash and balances at central banks  982,614  975,201 

Loans and advances to banks of three months or less  90,788  73,658 

Allowance for expected credit losses - collective  (157)   

Cash and cash equivalents at year end  1,073,245   1,048,859 
 

     
The statement of cash flows has been prepared under the indirect method. 

Cash and cash equivalents has been presented gross with the ECL provision included in the non cash items 
relating to credit losses. 

Interest received was £113.0 million (2024: £126.5 million), interest paid was £57.3 million (2024: £48.7 
million). 

In the current year, lease liabilities have been split between principal portion and interest portion. 
Comparative amounts for the year ended 31 December 2024 have been re-presented in line with the 
current year presentation. This re-presentation has no net impact on the net cash used in financing 
activities.  
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Notes to the Financial Statements 

 

Note  Note 

 
1.   Reporting entity  

 
2.   Basis of preparation  

 
3.   Material accounting policies  

 
4.   Critical estimates and judgements 

 
5.   Changes in accounting policies and 

  disclosures 
 

6.   Financial risk management 
 

7.   Financial assets and financial liabilities  
 

8.   Net interest income  
 

9.   Net fee and commission income  
 

10. Net fair value gain on financial       
instruments   

 
11. Net other operating income  

 
12. Staff costs  

 
13. Other expenses 

 
14. Directors’ remuneration 

 
15. Income tax expense 

16. Cash and balances at central banks  
 

17. Government bonds  
 

18. Derivative financial instruments  
 

19. Loans and advances to banks  
 

20. Loans and advances to customers  
 

21. Allowances for expected credit losses  
 

22. Financial assets at fair value through 
profit and loss 

 
23. Property, plant and equipment  

 
24. Intangible assets  

 
25. Deferred tax assets   

 
26. Prepayments, accrued income and other 

assets 
 

27. Deposits from banks  

 
28. Deposits from customers 

 
29. Other liabilities 

 
30. Lease liabilities 

 
31. Accruals and deferred income  

 
32. Called up share capital and other equity 

instruments  
 

33. Related parties  
 

34. Provisions and commitments 
 

35. Subsequent events 
 

36. Company as Lessor 
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Notes to the Financial Statements (continued) 

1. Reporting entity 

Bank of China (UK) Limited (the “Bank”) is a company domiciled and incorporated in the United Kingdom (the 
“UK”) with its registered office at 1 Lothbury, London EC2R 7DB. The Bank is primarily involved in retail, 
corporate and trade finance services. These financial statements present information for the Bank and not its 
subsidiaries. 

Accounting policies for the year ended 31 December 2025 

The principal accounting policies adopted in the preparation of these financial statements are set out below. 
These policies have been consistently applied to the years presented, unless otherwise stated. 

2. Basis of preparation 

(a) Statement of compliance 

These financial statements have been prepared in accordance with UK-adopted international accounting 
standards; and have been prepared in accordance with the requirements of the Companies Act 2006 as 
applicable to companies reporting under those standards. 

The Bank has availed itself of the exemption election from Section 401 of the Companies Act 2006 that permits 
an entity to prepare separate financial statements. The Bank is a wholly-owned subsidiary of Bank of China 
Limited (“BOC”), which produces consolidated financial statements available for public use that comply with 
IFRSs. BOC is domiciled in the People’s Republic of China (the “PRC”), with its head office located at 1 
Fuxingmen Nei Dajie, Beijing 100818 PRC. The consolidated financial statements of the BOC Group are 
publicly available from this address and on-line. 

The financial statements were authorised for issue by the Board of Directors (the “Board”) on 24 April 2026. 

(b) Basis of measurement 

The financial statements have been prepared on a going concern basis under the historical cost convention 
modified to include the fair valuation of certain financial instruments. 

The following items are measured at fair value: 

 Fixed rate loans designated at fair value; 
 Convertible preference shares; 
 Derivative financial instruments. 

(c) Functional and presentational currency 

These financial statements are presented in Sterling (£), which is the Bank’s functional currency. Except as 
indicated, financial information presented in Sterling has been rounded to the nearest thousand. 

(d) Use of estimates and judgements 

The preparation of financial statements requires management to make judgements, estimates and 
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, 
income and expense. Actual results may differ from these estimates.  

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates 
are recognised in the period in which the estimate is revised and in any future periods affected. 

Information about significant areas of estimation, uncertainty and critical judgements in applying accounting 
policies that have the most significant effect on the amounts recognised in the financial statements are 
described in Note 4. 
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Notes to the Financial Statements (continued) 

2. Basis of preparation (continued) 

(e) Going concern 

The Board has given its consideration to the going concern status of the Bank as at the reporting date. The 
Board has considered financial forecasts running out to December 2027 which included the latest business 
assumptions. The Board has taken into consideration the current economic environment, the Bank’s business 
model, the financial forecast and capital requirements and is satisfied that it has the resources to continue in 
business for a period of at least 12 months from the date of this report. As part of the going concern assessment, 
the Board have also acknowledged the increase in global uncertainty and considered what effects the Bank may 
face in the future. In 2025 many economically influential countries have enacted significant changes in national 
and foreign policies and we saw the continued Russia – Ukraine war. We saw various tariffs imposed by the 
United States on a large number of countries and we also saw increasing tensions in the Middle East. These 
tensions have led to an escalation of conflict in the region, at the time of writing, significant military action is 
taking place in Iran and surrounding countries are subject to reprisal attacks. These events can be expected to 
effect markets and the broader economy in many countries. The outcomes of this are very uncertain and the 
Board will remain diligent in navigating the changing economic environment as it evolves. 

The Board considered various additional stress scenarios. Those that were identified as the most likely 
challenging scenarios the Bank would face were those relating to the wider economic effects of the geo-political 
instability. The Board have considered these stressed scenarios on the Bank’s mortgage portfolio and have 
made significant downward revisions to the financial forecast over the assessment period. The Board also 
considered the effect of these stresses on the Bank’s capital and liquidity resources, which remain strong. 

After due consideration the Board is of the opinion that the Bank will continue as a going concern for a period of 
at least 12 months from the date of this report, generating cash flows from its continuing operations.  

The Board takes comfort from its two year financial forecast and an assessment of its exposure to liquidity risk 
over the forecast period. This together with a committed short-term loan facility granted by the Bank’s parent 
company, Bank of China Limited and its strong capital position supports this assumption. 

Furthermore, the Board is not aware of any material uncertainties that may cast significant doubt on the Bank’s 
ability to continue as a going concern. Therefore, the financial statements continue to be prepared on the going 
concern basis. 

3. Material accounting policies 

(a) Revenue recognition 

The Bank calculates interest income by applying the effective interest rate (“EIR”) to the gross carrying amount 
of financial assets other than credit-impaired assets. The effective interest method is a method of calculating the 
amortised cost of a financial asset or liability and of allocating the interest income or interest expense. The 
effective interest rate is the rate that is a best estimate for the estimated future cash payments or receipts over 
the contractual life of the instrument or, when appropriate, a shorter period, to the net carrying amount of the 
financial asset or financial liability. The effective interest rate is calculated on initial recognition of the financial 
asset or liability, estimating the future cash flows after considering all the contractual terms of the instrument but 
not future credit losses. The calculation includes all amounts paid or received by the Bank including fees, 
expected early redemptions and related penalties and premiums and discounts that are an integral part of the 
overall return as well as direct incremental transaction costs related to the acquisition, issue or disposal of a 
financial instrument.  

Fees and commissions which are not an integral part of the effective interest rate are recognised when the 
service has been provided. Loan commitment fees for loans that are likely to be drawn down are deferred 
(together with related direct costs) and recognised as an adjustment to the effective interest rate on the loan.  

Dividend income is recognised when the right to receive payment is established.  
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Notes to the Financial Statements (continued) 

3. Material accounting policies (continued) 

(a) Revenue recognition (continued) 

Other operating income is settled monthly. 

IFRS 15 Revenue from Contracts with Customers outlines a five step model an entity must apply to measure 
and recognise revenue.  

The Bank earns fee and commission income from a diverse range of financial services it provides to its 
customers. Fee and commission income is recognised at an amount that reflects the consideration to which the 
Bank expects to be entitled in exchange for providing the services. 

The performance obligations, as well as the timing of their satisfaction, are identified, and determined, at the 
inception of the contract. The Bank’s revenue contracts do not include multiple performance obligations.  

Fee and commission income that falls outside the scope of IFRS 15, consists of contractual performance 
obligations with retail and corporate lending fee income recognized using the effective interest rate method (see 
above). Fee and commission income in scope of IFRS 15 is assessed using a product driven approach and 
depicted in the table contained in Note 9. Income is recorded at the point in time when the service is performed 
or amortised over the service period.  

Revenue streams categorised under other, interest income, foreign exchange gain and interest income from 
financial investments have been assessed as outside the scope of IFRS 15 as they are governed by alternative 
accounting standards, predominantly IFRS 9 Financial Instruments and IAS 21 The Effects of Changes in 
Foreign Exchange Rates.  

The Bank’s EIR method recognises interest income using a rate of return that represents the best estimate of a 
constant rate of return over the expected behavioural life of loans and deposits and recognises the effect of 
potentially different interest rates charged at various stages and other characteristics of the product life cycle 
(including prepayments and penalty interest and charges). This estimation, by nature, requires an element of 
judgement regarding the expected behaviour and life-cycle of the instruments, as well expected changes to the 
UK’s base rate and other fee income/expense that are integral parts of the instrument. 

(b) Derivative financial instruments  

Derivative instruments are held for risk management purposes and do not qualify for hedge accounting according 
to IFRS 9. All derivatives are recognised at their fair value. Fair values are obtained from quoted market prices in 
active markets, including recent market transactions, and using valuation techniques, including discounted cash 
flow, as appropriate. Derivatives are carried in the statement of financial position as assets when their fair value is 
positive and as liabilities when their fair value is negative. All changes in the fair value of the derivative are 
recognised immediately in the income statement as a component of net fair value gain or (loss) on financial 
instruments.  

(c) Foreign currencies 

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at 
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such 
transactions are recognised in the income statement. Non-monetary assets that are measured at fair value are 
translated using the exchange rate at the date that the fair value was determined. Translation differences arising 
on monetary items at year-end are recognised in the income statement.  

(d) Loans and advances to banks and customers 

Loans and advances to banks and customers are initially recognised at fair value and subsequently accounted 
for at amortised cost using the effective interest method less provision for expected credit losses. Loans and 
advances are initially recognised when cash is advanced to the customers at fair value inclusive of transaction 
costs. Loans and advances are derecognised when the rights to receive cash flows from them have expired or 
where the Bank has transferred substantially all risks and rewards of ownership. Loans and advances to banks 
on the balance sheet includes short-term money market placement with related parties typically for duration of 
three months or less. 
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  Notes to the Financial Statements (continued) 

3. Material accounting policies (continued) 

(d) Loans and advances to banks and customers (continued) 

The Bank only measures amounts due from banks, loans and advances to customers and other financial 
investments at amortised cost if both of the following conditions are met: 

 The financial asset is held within a business model with the objective to hold financial assets in order to 
collect contractual cash flows; 

 The contractual terms of the financial asset give rise on specified dates to cash flows that are solely 
payments of principal and interest (“SPPI”) on the principal amount outstanding. 

The details of these conditions are outlined below. 

Business model assessment 

The Bank determines its business model at the level that best reflects how it manages groups of financial assets 
to achieve its business objective. 

The Bank's business model is not assessed on an instrument-by-instrument basis, but at a higher level of 
aggregated portfolios and is based on observable factors such as: 

 How the performance of the business model and the financial assets held within that business model 
are evaluated and reported to the entity's key management personnel; 

 The risks that affect the performance of the business model (and the financial assets held within that 
business model) and, in particular, the way those risks are managed; 

 How managers of the business are compensated (for example, whether the compensation is based on 
the fair value of the assets managed or on the contractual cash flows collected); 

The expected frequency, value and timing of sales are also important aspects of the Bank’s assessment. 

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 
'stress case’ scenarios into account. If cash flows after initial recognition are realised in a way that is different 
from the Bank's original expectations, the Bank does not change the classification of the remaining financial 
assets held in that business model, but incorporates such information when assessing newly originated or newly 
purchased financial assets going forward. 

The SPPI test 

As a second step of its classification process, the Bank assesses the contractual terms of financial assets to 
identify whether they meet the SPPI test. 

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and 
may change over the life of the financial asset (for example, if there are repayments of principal or amortisation 
of the premium/discount). 

The most significant elements of interest within a lending arrangement are typically the consideration for the 
time value of money and credit risk. To make the SPPI assessment, the Bank applies judgement and considers 
relevant factors such as the period for which the interest rate is set. 

In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in the 
contractual cash flows that are unrelated to a basic lending arrangement do not give rise to contractual cash 
flows that are solely payments of principal and interest on the amount outstanding. In such cases, the financial 
asset is required to be measured at FVTPL.  

Loans and advances to banks and customers include residential and commercial mortgages, originated and  

syndicated loans.  

(e) Loans designated at fair value through profit and loss (“FVTPL”)  

Loans classified in this category are those that have been designated by management upon initial recognition.  
Management may only designate an instrument at FVTPL upon initial recognition to avoid the accounting 
mismatch that would otherwise arise from measuring the assets or recognising gains or losses on them on a 
different basis. 
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Notes to the Financial Statements (continued) 

3. Material accounting policies (continued) 

Loans at FVTPL are recorded in the statement of financial position at fair value. Changes in fair value are 
recorded in net fair value gain or (loss) on financial instruments in the income statement.  

(f) Financial assets measured at amortised cost 

Financial assets that are held to collect the contractual cash flows and which contain contractual terms that give 
rise on specified dates to cash flows that are solely payments of principal and interest are measured at amortised 
cost. Such financial assets include most loans and advances to banks and customers and some debt securities 
such as Government bonds. In addition, most financial liabilities are measured at amortised cost. The Bank 
accounts for amortised cost financial assets using trade date accounting. The carrying value of these financial 
assets at initial recognition includes any directly attributable transaction costs. 

(g) Loan commitments, guarantees and other financial facilities 

Provision is made for undrawn loan commitments, guarantees and other financial facilities if it is probable that 
the facility will be drawn and result in the recognition of an asset at an amount less than the total facility. 

Issued financial guarantees are initially recognised at fair value and adjusted for transaction costs that are 
directly attributable to the issuance of the guarantee. The Bank’s liability under each guarantee is measured at 
the higher of the amount initially recognised less cumulative amortisation recognised in the income statement, 
and the ECL provision. Subsequent to initial measurement, changes in the amount of the guarantee are 
recognised in the income statement. 

(h) Impairment of financial assets  

Overview of the ECL principles 

The Bank records an allowance for ECLs for all loans and other debt financial assets not held at FVTPL, together 
with undrawn loan commitments and financial guarantee contracts, in this section all referred to as ‘financial 
instruments’. Equity instruments are not subject to impairment under IFRS 9. 

The impairment of financial assets under IFRS 9 is based on an ECL model. IFRS 9 requires a 12 month (Stage 
1) ECL calculation where financial assets have not experienced a significant increase in credit risk since 
origination; and a lifetime ECL calculation where it has been demonstrated that there has been a significant 
increase in credit risk (Stage 2). The lifetime ECL calculation is further refined into separate stages depending 
on whether the financial asset is credit impaired or not. The area of IFRS 9’s impairment criteria where the 
greatest judgement is required relates to when the financial assets display an increase in credit risk since initial 
recognition and subsequently move from a 12 month ECL (“12mECL”) calculation (Stage 1) to a non-credit-
impaired lifetime ECL calculation (Stage 2 ). 

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected 
credit loss (“LTECL”), unless there has been no significant increase in credit risk since origination, in which case, 
the allowance is based on the 12mECL as outlined in Note 6(a). The Bank’s policies for determining if there has 
been a significant increase in credit risk are set out in Note 6(a). 

The 12mECL is the portion of LTECLs that represent the ECLs that result from default events on a financial 
instrument that are possible within the 12 months after the reporting date. 

Based on the above process, the Bank groups its loans into Stage 1, Stage 2 and Stage 3 as described below: 

 Stage 1: When loans are first recognised, the Bank recognises an allowance based on 12mECLs. Stage 1 
loans also include facilities where the credit risk has improved and the loan has been reclassified from Stage 
2; 

 Stage 2: When a loan has shown a significant increase in credit risk since origination, the Bank records an 
allowance for the LTECLs. Stage 2 loans also include facilities where the credit risk has improved and the 
loan has been reclassified from Stage 3; 

 Stage 3: Loans considered credit-impaired. The Bank records an allowance for the LTECLs. 
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Notes to the Financial Statements (continued) 

3. Material accounting policies (continued) 

(h) Impairment of financial assets (continued) 

For financial assets for which the Bank has no reasonable expectations of recovering either the entire 
outstanding amount, or a proportion thereof, the gross carrying amount of the financial asset is reduced. This is 
considered a partial derecognition of the financial asset. 

The calculation of ECLs – General Policy 

The Bank calculates ECLs based on three probability-weighted scenarios to measure the expected cash 
shortfalls, discounted at the effective interest rate (“EIR”). A cash shortfall is the difference between the cash 
flows that are due to an entity in accordance with the contract and the cash flows that the entity expects to 
receive. 

The mechanics of the ECL calculations are outlined below and the key elements are, as follows: 

PD (Probability of Default) is an estimate of the likelihood of default over a given time horizon. 

A default may only happen at a certain time over the assessed period, if the facility has not been previously 
derecognised and is still in the portfolio; 

EAD (Exposure at Default) is an estimate of the exposure at a future default date, taking into account expected 
changes in the exposure after the reporting date, including repayments of principal and interest, whether 
scheduled by contract or otherwise, expected drawdowns on committed facilities, and accrued interest from 
missed payments; 

LGD (Loss Given Default) is an estimate of the loss arising in the case where a default occurs at a given time. 
It is based on the difference between the contractual cash flows due and those that the lender would expect to 
receive, including from the realisation of any collateral. It is usually expressed as a percentage of the EAD. 

The Bank has created PD and LGD models that are able to take into account forward looking information using 
multiple macro-economic variables. 

When estimating the ECLs, the Bank considers three scenarios (a base case, an upside, a downside). Each of 
these is associated with different PDs, EADs and LGDs. When relevant, the assessment of multiple scenarios 
also incorporates how defaulted loans are expected to be recovered, including the probability that the loans will 
cure and the value of collateral or the amount that might be received for selling the asset. 

With the exception of credit cards and other revolving facilities, for which the treatment is separately set out on 
page 62, the maximum period for which the credit losses are determined is the contractual life of a financial 
instrument unless the Bank has the legal right to call it earlier. 

Provisions for ECLs for undrawn loan commitments are assessed as set out on page 60. The calculation of 
ECLs (including the ECLs related to the undrawn element) of revolving facilities such as credit cards is explained 
further on page 60.  

The calculation of ECLs  

The mechanics of the ECL method are summarised below: 

Stage 1: When loans are first recognised, the Bank recognises an allowance based on 12mECLs. Stage 1 loans 
also include facilities where the credit risk has improved and the loan has been reclassified from Stage 2. The 
12mECL is calculated as the portion of LTECLs that represent the ECLs that result from default events on a 
financial instrument that are possible within the 12 months after the reporting date. The Bank calculates the 
12mECL allowance based on the expectation of a default occurring in the 12 months following the reporting 
date. These expected 12-month default probabilities are applied to a forecast EAD and multiplied by the 
expected LGD and discounted by an approximation to the original EIR. This calculation is made for each of the 
three scenarios, as explained above; 
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Notes to the Financial Statements (continued) 

3. Material accounting policies (continued) 

(h) Impairment of financial assets (continued) 

Stage 2: When a loan has shown a significant increase in credit risk since origination, the Bank records an 
allowance for the LTECLs. Stage 2 loans also include facilities, where the credit risk has improved and the loan 
has been reclassified from Stage 3. The mechanics are similar to those explained above, including the use of 
multiple scenarios, but PDs and LGDs are estimated over the lifetime of the instrument. The expected cash 
shortfalls are discounted by an approximation to the original EIR; 

Stage 3: The Bank recognises the LTECLs for these loans. The method is similar to that for Stage 2 assets, with 
the PD set at 100% and is detailed in Note 6. 

Undrawn loan commitments and letters of credit 

When estimating ECLs for undrawn loan commitments, the Bank estimates the expected portion of the loan 
commitment that will be drawn down over its expected life. The ECL is then based on the present value of the 
expected shortfalls in cash flows if the loan is drawn down, based on a probability-weighting of the three 
scenarios. The expected cash shortfalls are discounted at an approximation to the expected EIR on the loan. 

For credit cards and revolving facilities that include both a loan and an undrawn commitment, ECLs are 
calculated and presented together with the loan. For undrawn loan commitments and letters of credit, the ECL 
is recognised within provisions as separately disclosed on the liabilities side of the financial position.  

Financial guarantee contracts 

The Bank’s liability under each guarantee is measured at the higher of the amount initially recognised less the 
cumulative amortisation recognised in the income statement and the ECL provision. For this purpose, the Bank 
estimates ECLs based on the present value of the expected payments to reimburse the holder for a credit loss 
that it incurs. The shortfalls are discounted by the risk-adjusted interest rate relevant to the exposure. The 
calculation is made using a probability-weighting of the three scenarios. The ECLs related to financial guarantee 
contracts are recognised within provisions. 

The calculation of ECLs - Credit cards and other revolving facilities 

The Bank’s product offering includes a variety of corporate and retail overdraft and credit card facilities, in which 
the Bank has the right to cancel and/or reduce the facilities with one day’s notice. The Bank does not limit its 
exposure to credit losses to the contractual notice period, but, instead calculates ECL over a four year period 
which reflects the Bank’s expectations of the customer behaviour, its likelihood of default and the Bank’s future 
risk mitigation procedures, which could include reducing or cancelling the facilities. 

The ongoing assessment of whether a significant increase in credit risk has occurred for revolving facilities is 
similar to other lending products. This is based on shifts in the customer’s internal credit grade, as explained in 
Note 6(a), but greater emphasis is also given to qualitative factors such as changes in usage. 

The interest rate used to discount the ECLs for credit cards is based on the average effective interest rate that 
is expected to be charged over the expected period of exposure to the facilities. This estimation takes into 
account that many facilities are repaid in full each month and are consequently charged no interest. 

The calculation of ECLs, including the estimation of the expected period of exposure and discount rate is made, 
as explained above, on credit cards and account overdrafts. 

Forward looking information  

In its ECL models, the Bank relies on a broad range of forward looking information as economic inputs, such 
as: 

GDP growth; 

Unemployment rates; 

Central Bank base rates; 

House price indices. 
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Notes to the Financial Statements (continued) 

3. Material accounting policies (continued) 

(h) Impairment of financial assets (continued) 

The inputs and models used for calculating ECLs may not always capture all characteristics of the market at the 
date of the financial statements. To reflect this, qualitative adjustments or overlays are occasionally made as 
temporary adjustments when such differences are significantly material. Detailed information about these inputs 
and sensitivity analysis are provided in Note 6(a). 

Collateral valuation 

To mitigate its credit risks on financial assets, the Bank seeks to use collateral, where possible. The collateral 
comes in various forms, such as cash, securities, letters of credit/guarantees, real estate, receivables, 
inventories, other non-financial assets and credit enhancements such as netting agreements. Collateral, unless 
repossessed, is not recorded on the Bank’s statement of financial position. However, the fair value of collateral 
affects the calculation of ECLs. It is generally assessed, at a minimum, at inception and re-indexed using publicly 
available data on a quarterly basis. However, some collateral, for example, cash or securities relating to 
margining requirements, is valued daily. Details of the impact of the Bank’s various credit enhancements are 
disclosed in Note 6(a). 

To the greatest extent possible, the Bank uses active market data for valuing financial assets held as collateral. 
Other financial assets which do not have readily determinable market values are valued using models. Non-
financial collateral, such as real estate, is valued based on housing price indices. 

Collateral repossessed 

The Bank’s accounting policy is to determine whether a repossessed asset can be best used for its internal 
operations or should be sold. Assets determined to be useful for internal operations are transferred to their 
relevant asset category at the lower of their repossessed value or the carrying value of the original secured 
asset. Assets for which selling is determined to be a better option are transferred to assets held for sale at  
their fair value (if financial assets) and fair value less cost to sell for non-financial assets at the repossession 
date in line with the Bank’s policy. 

In its normal course of business, the Bank does not physically repossess properties or other assets in its retail 
portfolio, but engages external agents to recover funds, generally at auction, to settle outstanding debt. Any 
surplus funds are returned to the customers/obligors. As a result of this practice, the residential properties under 
legal repossession processes are not recorded on the balance sheet. 

Write-offs  

Financial assets are written off either partially or in their entirety only when the Bank has stopped pursuing 
recovery. If the amount to be written off is greater than the accumulated loss allowance, the difference is first 
treated as an addition to the allowance that is then applied against the gross carrying amount. Any subsequent 
recoveries are credited to credit loss expense. 

Forborne and modified loans  

Loans are identified as forborne and classified as either performing or non performing when the Bank modifies 
the contractual terms due to financial difficulty of the borrower. Non performing forborne loans are stage 3 and 
classified as non performing until they meet the curing criteria, as specified by applicable credit risk policy. Any 
amount written off as a result of any modification of contractual terms upon entering forbearance would not be 
reversed. 

Performing forborne loans are initially stage 2 and remain classified as forborne until they meet applicable curing 
criteria. At this point the loan is either stage 1 or stage 2 as determined by comparing the risk of a default 
occurring at the reporting date (based on the modified contractual terms) and the risk of a default occurring at 
initial recognition (based on the modified contractual terms). 

A forborne loan is derecognised if the existing agreement is cancelled and a new agreement is made on 
substantially different terms, or if the terms of an existing agreement are modified such the forborne loan is a 
substantially different financial instrument.   
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3. Material accounting policies (continued) 

(h) Impairment of financial assets (continued) 

Corporate - staging 

The Bank determines a Watch List which includes all high (and medium high risk) customers. In 2025, there 
was one corporate client on the Watch List.  

Monthly meetings are held to discuss the latest developments and strategies to Watch List names, with the 
involvements of the first line and second line and respective EMC members. This approach ensures higher risk 
customers are closely monitored and appropriate solutions are planned in a timely manner.  

Risk Classification level affects customer’s stage allocation. The Bank follows “Corporate Customer Risk 
Classification General Policy and Procedure” on assessing customer risk levels.  

The factors that the Bank considers for a customer to enter the Watch List would include a clear deterioration of 
its credit profile, obvious risk warning signals being displayed, no determinable sign of improvement and more 
likely to become a Non Performing Loan (“NPL”) in the short term.   

Determining a significant increase in credit risk since initial recognition 

The Bank records an allowance for ECLs for all loans and other debt financial assets not held at FVTPL, together 
with loan commitments and financial guarantee contracts.  

IFRS 9 requires the recognition of 12mECLs (the portion of LTECLs from default events that are expected within 
12 months of the reporting date) if credit risk has not significantly increased since initial recognition (stage 1), 
and LTECLs for financial instruments for which the credit risk has increased significantly since initial recognition 
(stage 2) or which are credit impaired (stage 3). The Bank assesses when a significant increase in credit risk 
has occurred based on quantitative and qualitative assessments. Exposures are considered to have resulted in 
a significant increase in credit risk and are moved to stage 2 when:  

 Quantitative Test 

The annualised cumulative weighted average lifetime PD has increased by more than the agreed threshold 
relative to the equivalent at origination. The relative thresholds are defined as percentage increases and set at 
an origination score band and segment level have been quantified and are set out in Note 6(a). 

 Qualitative Test 

Accounts that meet the portfolio’s ‘high risk’ criteria and are subject to closer credit monitoring. 

 Backstop Criteria 

(i) Accounts that are 30 days past due. The past due criteria is a backstop rather than a primary driver of moving 
exposures into stage 2.  

(ii) When the score, derived from internal rating at the calculation date for the asset has worsened by more than 
the table at Note 6 (a) (vi) at the time of contract origination. 

Exposures move back to stage 1 once they no longer meet the criteria for a significant increase in credit risk 
and when any cure criteria used for credit risk management are met. This is subject to all payments being up to 
date and the customer evidencing ability and willingness to maintain future payments. Staging for accounting 
purposes is aligned with the management of credit risk. 

Management overlays and other exceptions to model outputs are applied only if consistent with the objective of 
identifying significant increases in credit risk. 

For the IFRS 9 impairment assessment, the Bank’s impairment models are used to determine the PD, LGD and 
EAD. For stage 2 and 3, the Bank applies lifetime PDs but uses 12 month PDs for stage 1. The ECL drivers of 
PD, EAD and LGD are modelled at an account level which considers vintage, among other credit factors. For 
stage 3 corporate exposures, the impairment charges are assessed individually and incorporated with the factors 
of collateral value, discount factor, cash recovery, hair cut (i.e. extra cost for selling the collateral). Multi-
scenarios are also considered, i.e. the time needed to sell the collateral, with assigned weighting applied. Also, 
the assessment of significant increase in credit risk is based on the initial lifetime PD curve, which accounts for 
the different credit risk underwritten over time. 
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3. Material accounting policies (continued) 

(h) Impairment of financial assets (continued) 

According to the IFRS 9 guideline, a facility is generally considered in default when the facility is 90 days past 
due. The Bank uses this 90 day backstop for all its products (see Note 6 (a) (ii)). 

Definition of default 

Expected life 

LTECLs must be measured over their expected life. This is restricted to the maximum contractual life and takes 
into account expected prepayment, extension, call and similar options. The exceptions are certain revolver 
financial instruments, such as credit cards and account overdrafts, that include both a drawn and an undrawn 
component where the Bank’s contractual ability to demand repayment and cancel the undrawn commitment 
does not limit the entity’s exposure to credit losses to the contractual notice period. The expected life for these 
revolver facilities is their behavioural life. Where data is insufficient or analysis inconclusive, an additional 
‘maturity factor’ may be incorporated to reflect the full estimated life of the exposures, based upon experienced 
judgement and/or peer analysis. Potential future modifications of contracts are not taken into account when 
determining the expected life or exposure at default until they occur. 

(i) Derecognition of financial liabilities 

The Bank derecognises a financial liability when its contractual obligations are discharged or cancelled or expire. 

(j) Subsidiaries 

Subsidiaries are entities controlled by the Bank. Control exists when the Bank has the power to govern the 
financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control, 
potential voting rights that presently are exercisable are taken into account.  

The investment in subsidiaries is accounted for at cost less impairment. 

A subsidiary is derecognised when the Bank loses control over the subsidiary. The carrying value of the 
subsidiary is measured against the fair value of the consideration received with any resulting gain or loss being 
recognised through the income statement. The Bank has availed itself of the exemption election under Section 
401 of the Companies Act 2006 and thus does not have to prepare consolidated financial statements. 

(k) Property, plant and equipment 

Tangible fixed assets are included at cost less accumulated depreciation and accumulated impairment losses. 
The value of land (included in premises) is not depreciated. Depreciation on other assets is calculated using a 
straight-line method to allocate the difference between cost and residual value over their estimated useful lives, 
as follows: 

Property (excluding land): 

 Freehold/long and short leasehold premises: shorter of 50 years or the remaining period of the lease; 
 Leasehold improvements: shorter of 10 years or the remaining period of the lease equipment; 
 Furniture and equipment: 4- 5 years; 
 Computer equipment: 4 years; 
 Motor vehicles: 4 years. 

 

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date. 
Assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying 
amount may not be recoverable. In the event that an asset’s carrying amount is determined to be greater than 
its recoverable amount it is written down immediately. The recoverable amount is the higher of the asset’s fair 
value less costs to sell and its value in use. 
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3. Material accounting policies (continued) 

(l) Intangible assets 

Software acquired by the Bank is stated at cost less accumulated amortisation and accumulated impairment 
losses.  

Amortisation is recognised in the income statement on a straight-line basis over the estimated useful life of the 
software, from the date that it is available for use. The estimated useful life of software is three to five years. 

Intangible assets are reviewed for impairment whenever events or changes in circumstances indicate that the 
carrying amount may not be recoverable. In the event that an asset’s carrying amount is determined to be greater 
than its recoverable amount it is written down immediately. The recoverable amount is the higher of the asset’s 
fair value less costs to sell and its value in use. 

(m) Cash and cash equivalents 

For the purposes of these financial statements, cash and cash equivalents comprise; cash, non-mandatory 
balances with central banks and amounts due from banks with an original maturity of three month or less. 

(n) Leases  

The Bank assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract 
conveys the right to control the use of an identified asset for a period of time in exchange for consideration. 

Bank as a lessee 

The Bank applies a single recognition and measurement approach for all leases, except for short-term leases 
and leases of low-value assets. The Bank recognises lease liabilities to make lease payments and right-of-use 
assets representing the right to use the underlying assets. 

Right-of-use assets 

The Bank recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying 
asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and 
impairment losses, and adjusted for any re-measurement of lease liabilities. The cost of right-of-use assets 
includes the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at or 
before the commencement date less any lease incentives received. Right-of-use assets are depreciated on a 
straight-line basis over the lease term. 

The right-of-use assets are presented within Note 23 (b). 

Lease liabilities 

At the commencement date of the lease, the Bank recognises lease liabilities measured at the present value of 
lease payments to be made over the lease term. The lease payments include fixed payments (less any lease 
incentives receivable), variable lease payments that depend on an index or a rate, and amounts expected to be 
paid under residual value guarantees. The lease payments also include the exercise price of a purchase option 
reasonably certain to be exercised by the Bank and payments of penalties for terminating the lease, if the lease 
term reflects exercising the option to terminate.  

The Bank’s lease liabilities are included in other liabilities and lease liabilities (see Note 29 and 30). 
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3. Material accounting policies (continued) 

(n) Leases (continued) 

Determination of the lease term for contracts with renewal and termination options (bank as a lessee) 

The Bank determines the lease term as the non-cancellable term of the lease, together with any periods covered 
by an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option 
to terminate the lease, if it is reasonably certain not to be exercised. 

The Bank has several lease contracts that include extension and termination options. The Bank applies 
judgement in evaluating whether it is reasonably certain whether or not to exercise the option to renew or 
terminate the lease. That is, it considers all relevant factors that create an economic incentive for it to exercise 
either the renewal or termination. After the commencement date, the Bank reassesses the lease term if there is 
a significant event or change in circumstances that is within its control that affects its ability to exercise or not to 
exercise the option to renew or to terminate (e.g., construction of significant leasehold improvements or 
significant customisation of the leased asset). 

Estimating the incremental borrowing rate 

The Bank cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental 
borrowing rate (‘IBR’) to measure lease liabilities. The IBR is the rate of interest that the Bank would have to pay 
to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar 
value to the right-of-use asset in a similar economic environment. The IBR therefore reflects what the Bank 
‘would have to pay’, which requires estimation when no observable rates are available or when they need to be 
adjusted to reflect the terms and conditions of the lease (for example, when leases are not in the subsidiary’s 
functional currency).The Bank estimates the IBR using observable inputs (such as market interest rates) when 
available and is required to make certain entity-specific adjustments (such as the subsidiary’s stand-alone credit 
rating, or to reflect the terms and conditions of the lease). 

Short-term leases and leases of low-value assets 

The Bank applies the short-term lease recognition exemption to its short-term leases of property and equipment 
(i.e. those leases that have a lease term of 12 months or less from the commencement date and do not contain 
a purchase option). It also applies the lease of low-value assets recognition exemption to leases of equipment 
that are considered to be of low value. Lease payments on short-term leases and leases of low-value assets 
are recognised as expense on a straight-line basis over the lease term. 

Bank as a lessor 

IFRS 16 does not change substantially how a lessor accounts for leases. Under IFRS 16 leases for which the 
Bank is a lessor are classified as finance or operating leases. Whenever the terms of the lease transfer 
substantially all the risks and rewards incidental to ownership of an asset to the lessee, the contract is classified 
as a finance lease. Amounts due from lessees under finance leases are recognised as receivables at the amount 
of the Bank’s net investment in the leases.  

The Bank as an intermediate lessor derecognises the right-of-use asset relating to the head lease that it transfers 
to the sublessee and recognises the net investment in the sublease. At recognition any differences between the 
right-of-use asset and the net investment in the sublease is recognised in the profit or loss, and retains the lease 
liability relating to the head lease which represents the lease payments owed to the head lessor. During the term 
of the sublease, the Bank recognises both finance income on the sublease and interest expense on the head 
lease.  

All other leases are classified as operating. Rental income from operating leases is recognised on a straight-line 
basis over the term of the relevant lease. Initial direct costs incurred in negotiating and arranging an operating 
lease are added to the carrying amount of the leased asset and recognised over the lease term on the same 
basis as rental income. Contingent rents are recognised as revenue in the period in which they are earned. 
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3. Material accounting policies (continued) 

(o) Offset 

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when 
there is a legally enforceable right of set-off and there is an intention to settle on a net basis, or realise the asset 
and settle the liability simultaneously. 

(p) Borrowings 

Borrowings (which include deposits from banks and customer accounts) are recognised initially at fair value, 
being their issue proceeds net of transaction costs incurred. Borrowings are subsequently stated at amortised 
cost using the effective interest method. 

(q) Employee benefits  

Defined contribution plans 

Obligations for contributions to defined contribution pension plans are recognised as an expense in the income 
statement when they are due. 

(r) Short-term benefits 

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the 
related service is provided. 

A provision is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing 
plans if the Bank has a present legal or constructive obligation to pay this amount as a result of past service 
provided by the employee and the obligation can be estimated reliably. 

(s) Taxation 

Income tax on the profit for the year comprises current tax and deferred tax. Income tax is recognised in the 
income statement. 

Current tax is the tax expected to be paid on the taxable profit for the year, calculated using tax rates enacted 
or substantially enacted at the reporting date. 

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the 
tax bases of assets and liabilities and their carrying amounts in the financial statements. Deferred income tax is 
determined using tax rates (and laws) that have been enacted or substantially enacted by the reporting date 
and are expected to apply when the related deferred income tax asset is realised or the deferred income tax 
liability is settled. 

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

(t) Provisions 

The Bank operates in a regulatory and legal environment that, by nature, has a heightened element of litigation 
risk inherent to its operations. As a result, it is involved in various litigation, arbitration and regulatory 
investigations and proceedings both in the UK and in other jurisdictions, arising in the ordinary course of the 
Bank’s business. 

When the Bank can reliably measure the outflow of economic benefits in relation to a specific case and considers 
such outflows to be probable, the Bank records a provision against the case. Where the probability of outflow is 
considered to be remote, or probable, but a reliable estimate cannot be made, a contingent liability is disclosed. 
However, when the Bank is of the opinion that disclosing these estimates on a case-by-case basis would 
prejudice their outcome, then the Bank does not include detailed, case-specific disclosers in its financial 
statements. 

Given the subjectivity and uncertainty of determining the probability and amount of losses, the Bank takes into 
account a number of factors including legal advice, the stage of the matter and historical evidence from similar 
incidents. Significant judgement is required to conclude on these estimates. 
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3. Material accounting policies (continued) 

(t) Provisions (continued) 

For further details on provisions and other contingencies see Note 34. 

(u) Share capital 

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of an equity 
instrument are deducted from the initial measurement of the equity instrument. 

Included in equity is Additional Tier 1 capital (“AT1”). This is classified as an equity instrument as it is perpetual 
and the Bank has the unconditional contractual right to defer any principal and interest repayments for an 
unlimited period. The instrument is measured at the transaction price. 

4. Critical estimates and judgements 

The Bank makes estimates and assumptions concerning the future. The estimates and assumptions that could 
have significant risk of causing material adjustment to the carrying amounts of assets within the next financial 
year are highlighted below and within Note 6.  

 Fair value of financial instruments 

At 31 December 2025, the carrying value of the Bank’s  loans to customers designated at fair value was £71.3m 
(31 December 2024: £30.1m). In accordance with IFRS 13 Fair Value Measurement, the Bank categorises 
financial instruments carried on the statement of financial position at fair value using a three-level hierarchy. 
Financial instruments categorised as level 1 are valued using quoted market prices and therefore there is minimal 
estimation applied in determining fair value. However, the fair value of financial instruments categorised as level 
3 is determined using valuation estimation techniques including discounted cash flow analysis and valuation 
model. The most significant estimation is with respect to discount rates. 

Further details, including sensitivities, can be found within Note 7 to the financial statements. 

 

5. Changes in accounting policies and disclosures 

New and amended standards adopted by the Bank 

Certain amendments to accounting standards have been published that are not mandatory for 31 December 
2025 reporting periods and have not been adopted by the Bank. These amendments are not expected to have 
a material impact on the entity in the current or future reporting periods and on foreseeable future transactions. 
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6.  Financial risk management 

Introduction and overview 

The Bank has exposure to the following risks from financial instruments: 
 
 Credit risk 
 Liquidity risk 
 Market risk 

This note presents information about the Bank’s exposure to each of the above risks, the Bank’s objectives, 
policies and procedures for measuring and managing risk, and the Bank’s management of capital. 

Risk management framework 

The Board has overall responsibility for the establishment and oversight of the Bank’s risk management 
framework. The Board has established the Bank’s Board Risk Committee (“BRC”) which is responsible for the 
oversight and implementation of risk strategy and risk appetite within the Bank, oversight of risk management 
performance and the executive committees including Risk Management & Internal Control Committee, Credit 
Risk Committee, Operational Risk and Resilience Committee, Compliance Committee, Assets and Liabilities 
Management Committee, and IT Management Committee. These committees are responsible for developing 
and monitoring the Bank’s risk management policies in their specified areas. The Bank’s risk management 
policies are established to identify and analyse the risks faced by the Bank, to set appropriate risk limits and 
controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed 
regularly to reflect changes in market conditions, products and services offered. Internal Audit department 
undertakes both regular and ad-hoc reviews of effectiveness in the risk management controls and procedures, 
the results of which are reported to the Audit Committee. 

The Bank, through its training and management standards and procedures, aims to develop a disciplined and 
constructive control environment, in which all employees understand their roles and responsibilities. 

(a) Credit risk 

 Financial risk management  

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument fails to 
meet its contractual obligations, and arises principally from the Bank’s loans and advances to customers, loans 
designated at fair value through profit and loss and debt securities. 

Credit risk management framework 

The Bank has established a set of credit risk management policies and procedures, and appropriate credit risk 
limits to manage and control credit risk that arises through the Bank’s normal business activities. These policies, 
procedures and limits are regularly reviewed in light of changes in markets and business strategies. 

The Bank’s organisation structure establishes clear authority and responsibilities for monitoring compliance with 
policies, procedures and limits, based on the principle of ‘Three Lines of Defence’. 

The business units are responsible for the day-to-day management of credit risk with the Credit Management 
and Special Assets Resolution Department (“CMD”) being responsible for risk oversight and ensuring procedural 
compliance as well as the drafting, reviewing and updating of credit risk management policies and procedures. 
The Internal Audit function represents the third line of defence. 

The Board has the highest credit approval authority for the Bank. The Board has delegated its authority to the 
Board Risk Committee and the Bank’s executive management. The executive management has delegated credit 
approval authority to Branch Managers, subject to Board approval.  

Credit risk measurement and control 

Loans and advances 

The approval of an individual credit risk proposition requires assessment of the customer, any existing credit 
exposure to the customer and the credit risks associated with the transaction, at the same time taking into 
account the reward being offered for the risk and the extent of risk mitigation available to offset the potential  
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6.  Financial risk management (continued) 

(a) Credit risk (continued) 

loss in the event of default. The CMD is responsible for making an independent assessment of all wholesale 
banking and sampling retail credit facilities. 

There are three main areas of concentration risk that are monitored, reported and managed by the Bank; single 
customer (and group), industrial sector and country risk. The Bank monitors changes to counterparties’ credit 
risk, quality of the credit portfolio and risk concentrations, and reports regularly to the Bank’s Executive 
Management Committee and the Board Risk Committee. Consideration must be taken and compliance must be 
adhered to these three concentration risk management areas either during initiating a transaction or maintaining 
and managing the portfolio quality. 

Debt securities and derivatives 

For investment in debt securities and collateralised assets, an external credit rating and assessment on the 
credit quality of the underlying asset are used for managing the credit risk involved. Credit limits are established 
on a counterparty and security issuer basis. For derivatives, the Bank sets customer limits to manage the credit 
risk involved and follows the same approval process as loans and advances.  

Collateral held as security 

The amount and type of collateral required depends on an assessment of the credit risk of the counterparty. 
Guidelines are in place covering the acceptability and valuation of each type of collateral. The main types of 
collateral obtained are, as follows: 

 For corporate and small business lending, charges over real estate properties, inventory, trade receivable and 
aircrafts.  

  
 For retail lending, charges over residential properties with the use of a publicly available index on a portfolio 

basis. 

The Bank also obtains guarantees from third party guarantor, the Bank assesses the guarantor’s financial 
condition, credit history and ability to meet their obligations if called to do so.  

Collateral held as security cannot be sold or repledged in the absence of a default. 

Management monitors the market value of collateral and will request additional collateral in accordance with the 
underlying agreement. 

At end of 2025, information on collateral as mentioned above can be found in table (x). The Bank also held 
aircrafts as collateral for the fair value loans, and variation margin deposits for cleared interest rate swap deals.  

(i) Impairment assessment  

The references below show where the Bank’s impairment assessment and measurement approach is set out in 
these financial statements. It should be read in conjunction with the summary of material accounting policies. 

 The Bank’s definition and assessment of default and cure; 
 An explanation of the Bank’s internal grading system; 
 How the Bank defines, calculates and monitors the probability of default, exposure at default and loss given 

default) (Note 3(h)); 
 When the Bank considers there has been a significant increase in credit risk of an exposure; 
 Credit card ECL is assessed on a collective basis; 
 The details of the ECL calculations for stage 1, stage 2 and stage 3 assets. 

(ii) Definition of default and cure 

The Bank considers a financial instrument defaulted and therefore stage 3 (credit-impaired) for ECL calculations 
in all cases when the customer becomes 90 days past due on its contractual payments. 

As a part of a qualitative assessment of whether a customer is in default, the Bank also considers a variety of 
instances that may indicate unlikeliness to pay. When such events occur, the Bank carefully considers whether 
the event should result in treating the customer as defaulted and therefore assessed as stage 3 for ECL 
calculations or whether stage 2 is appropriate. Such events include but not limited to: 
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6.  Financial risk management (continued) 

(a) Credit risk (continued) 

 Internal rating of the customer indicating default or near-default; 
 The customer requesting emergency funding from the Bank; 
 The customer is deceased; 
 A material decrease in the customer’s turnover or the loss of a major customer; 
 A covenant breach not waived by the Bank; 
 The debtor (or any legal entity within the debtor’s group) filing for bankruptcy application/protection. 

IFRS 9 does not specify or require any cure period and therefore the Bank has opted not to have one. Loans 
are assessed for creditworthiness on a monthly basis and when a loan moves from unrecoverable to 
recoverable, the Bank moves the loans from stage 3 back into stage 2 and if the loan no longer shows any 
significant increase in credit risk, the Bank moves the loans from stage 2 back into stage 1. Whether to move a 
facility back from stage 3 to stage 2 or from stage 2 to stage 1 is subject to its risk classification. 
 
IFRS 9 contains a rebuttable presumption that default occurs no later than when a payment is 90 days past due. 
The Bank uses this 90 day backstop for all its products.  

(iii) The Bank’s internal rating  

The Bank applies internal rating models for corporate lending. The model incorporates both qualitative and 
quantitative information and, in addition to information specific to the customer, utilise supplemental external 
information that could affect the customer’s behaviour.  

Treasury, trading and interbank relationships 

The Bank’s treasury, trading and interbank relationships and counterparties comprise financial services 
institutions and banks. For these relationships, the Bank analyses publicly available information such as financial 
information and other external data, e.g. the rating of Standard and Poor’s Rating Agency, and assigns the 
internal rating, as shown in the table on page 72. 

Corporate lending 

For corporate lending, the credit risk assessment is based on both qualitative and quantitative analysis that 
takes into account various historical, current and forward-looking information such as: 

 Historical financial information together with forecasts and projection prepared by the client or in-house 
analysts. This financial information includes realised and expected results, solvency ratios, liquidity ratios 
and any other relevant ratios to measure the client’s financial performance. Some of these indicators are 
captured in covenants with the clients and are, therefore, measured with greater attention; 

 Any publicly available information on the clients from external parties. This includes external rating grades 
issued by rating agencies, independent analyst reports, publicly traded bond or CDS prices or press releases 
and articles; 

 Any macro-economic or geopolitical information, e.g. GDP growth relevant for the specific industry and 
geographical segments where the client operates; 

 Any other objectively supportable information on the quality and abilities of the client’s management relevant 
for the company’s performance and debt repayment ability. 

The complexity and granularity of the risk assessment varies based on the exposure of the Bank and the 
complexity and size of the customer.  

 

 

 

 

 



Bank of China (UK) Limited 
Annual Report and Financial Statements for the year ended 31 December 2025 

71 
 

Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(iii) The Bank’s internal rating and PD estimation process (continued) 

Retail lending 

Retail lending comprises, credit cards and overdrafts. These products along with retail mortgages and some of 
the less complex small business lending are rated primarily by days past due and payment history. Other key 
inputs into the models are: 

 Consumer lending products: use of limits and volatility thereof, GDP growth, unemployment rates; 

 Retail mortgages: GDP growth, Unemployment rate, Consumer Price Index, House Price Index, Short 
Term Interest rates.  
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(iii) The Bank’s internal credit rating grades 
Internal 
Rating 
Grade 

Equivalent 
S&P 

Avg  TTC 
PD Internal Rating Description Internal Rating Indication Risk 

Classification 

Performing 

aaa1 aaa 0.03000% Very low default risk : Very strong 
repaying ability 

Above Investment Grade - Lowest 
Default Risk Group - Strongest 

Performing 

aaa2 aa+ 0.03000% Above Investment Grade - Extremely 
Low Default Risk Group - Strong 

aaa3 aa 0.03000% Above Investment Grade - Extremely 
Low Default Risk Group - Medium 

aaa4 aa- 0.03073% 
 

Above Investment Grade - Extremely 
Low Default Risk Group - Low 

aaa5 a+ 0.03794% 
Low default risk: May be affected by 
adverse market environment and 
economic conditions to some extent, 
but the repaying ability is still strong 

Above Investment Grade - Low 
Default Risk Group - Strong 

aaa6 a 0.05862% 
Above Investment Grade - Low 
Default Risk Group - Medium 

aaa7 a- 0.09090% 
Above Investment Grade - Low 

Default Risk Group - Low 

aa1 bbb+ 0.14096% 
Moderately low default risk: May be 
affected by adverse market 
conditions and economic conditions, 
but solvency is under sufficient 
protection 

Above Investment Grade - Relatively 
low Default Risk Group - Strong 

aa2 bbb 0.21859% 
Above Investment Grade - Relatively 

low Default Risk Group - Medium 

aa3 bbb- 0.33898% 
Above Investment Grade - Relatively 

low Default Risk Group - Low 

a1 bb+ 0.52567% 
Moderate default risk: Solvency is 
acceptable, slightly better than the 
other speculative level, but in the face 
of great uncertainty, persistent or 
adverse effects of business, financial 
and economic conditions, may lead to 
be unable to repay the debt 

Below Investment Grade - Medium 
Default Risk Group - Strongest 

a2 bb+ 0.52567% 
Below Investment Grade - Medium 

Default Risk Group - Strong 

a3 bb 
0.81520% 

Below Investment Grade - Medium 
Default Risk Group - Relatively 

Strong 

a4 bb 0.81520% 
Below Investment Grade - Medium 

Default Risk Group - Medium 

bbb1 bb- 1.26422% 
Below Investment Grade - Medium 
Default Risk Group - Medium Low 

bbb2 bb- 1.26422% 
Below Investment Grade - Medium 

Default Risk Group - Low 

bbb3 b+ 1.96060% 
Significant default risk: Solvency is 
lower than the above levels. Able to 
perform debt obligations currently, but 
adverse changes in business, 
financial or economic conditions may 
result in inability or unwillingness to 
perform the liabilities 

Below Investment Grade - Medium 
High Default Risk Group - Strong 

bb1 b+ 

1.96060% 

Below Investment Grade - Medium 
High Default Risk Group - Low 

bb2 b 3.04062% 
 

High default risk: Solvency is 
relatively fragile. In short term, it is 
still possible to perform debt 
obligations, but adverse business, 
financial or economic conditions may 
result in inability or unwillingness to 
perform the liabilities with higher 
probability 

Below Investment Grade - High 
Default Risk Group - Strong 

b1 b 

3.04062% 

Below Investment Grade - High 
Default Risk Group - Low 

Special Mention 

b2 b- 4.71567% 
 

Very high default risk: Solvency is 
fragile. Difficult to fulfill debt 
obligations in short term. Adverse 
business, financial or economic 
conditions can result in inability or 
unwillingness to perform the liabilities 

Below Investment Grade - Relatively 
High Default Risk Group – Strong 

ccc1 b- 4.71567% 
 

Below Investment Grade - Relatively 
High Default Risk Group – Medium 

ccc2 b- 4.71567% 
 

Below Investment Grade - Relatively 
High Default Risk Group – Low 

cc1 ccc+ 7.31360% 
Extremely high default risk: Solvency 
is extremely fragile. Whether the 
performance of debt obligations 
depends on whether there are 
favourable business, financial or 
economic conditions. The adverse 
changes of the conditions will lead 
failure of performance of liabilities 

Below Investment Grade - Extremely 
High Default Risk Group – Strong 

cc2 ccc 11.34296% 
Below Investment Grade - Extremely 
High Default Risk Group – Medium 

c ccc- 
17.59255% 

Below Investment Grade - Extremely 
High Default Risk Group – Low 

Non-Performing 

d   100.000% Default Overdue over 90 days or not able to 
fully repay 

Non-performing 
individually 
impaired 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(iv) Exposure at default  

Exposure at default (EAD) represents the gross carrying amount of financial instruments subject to impairment 
calculation, addressing both the client’s ability to increase its exposure while approaching default and potential 
early repayments too. To calculate the EAD for a Stage 1 loan, the Bank assesses the possible default events 
within 12 months for the calculation of the 12mECL. For Stage 2, Stage 3 and purchased or originated credit-
impaired (POCI) financial assets, EAD is considered for events over the lifetime of the instruments. 

The Bank determines EADs by modelling the range of possible exposure outcomes at various points in time, 
corresponding to the multiple scenarios. The IFRS 9 PDs are then assigned to each economic scenario based 
on the outcome of the Bank’s models. 

 (v) Loss given default  

Under IFRS 9, LGD rates are estimated for the Stage 1, Stage 2, Stage 3 IFRS 9 segment of each asset class. 

For corporate loans, LGD values are assessed by an externally developed model. The credit risk assessment 
is based on a standardised LGD assessment framework that results in a certain LGD rate. These LGD rates 
take into account the expected EAD in comparison to the amount expected to be recovered or realised from any 
collateral held. 

The Bank segments its retail lending products into smaller homogeneous portfolios, based on key characteristics 
that are relevant to the estimation of future cash flows. The applied data is based on historically collected loss 
data and involves a wider set of transaction characteristics such as product and collateral types as well as 
customer characteristics. 

Further recent data and forward-looking economic scenarios are used in order to determine the IFRS 9 LGD 
rate for each group of financial instruments. When assessing forward-looking information, the expectation is 
based on multiple scenarios. Examples of key inputs involve changes in collateral values, including property 
prices for mortgages, payment status or other factors that are indicative of losses in the group. 

(vi) Significant increase in credit risk 

The Bank continuously monitors all assets subject to ECLs. In order to determine whether an instrument or a 
portfolio of instruments is subject to 12mECL or LTECL, the Bank assesses whether there has been a significant 
increase in credit risk since initial recognition. The Bank considers an exposure to have significantly increased 
in credit following the criteria below: 

 The increase of the annualised lifetime PD at reference date since the origination date increased more than 
150% and the absolute PD exceeds 40.1bps. 

 The borrower’s internal rating move from investment grade to non-investment grade since the origination. 
 More than 30 days past due on the payment (but no greater than 89 days past due). 

 
.  
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(vi) Significant increase in credit risk (continued) 

When estimating ECLs on a collective basis for a group of similar assets, the Bank applies the same principles 
for assessing whether there has been a significant increase in credit risk since initial recognition. 

(vii) Risk concentration to industries 

Concentrations indicate the relative sensitivity of the Bank’s performance to developments affecting a particular 
industry or geographical location. The Bank’s concentrations of risk are managed by client/counterparty, 
geographical region (see table 6(a) (ix) and industry sector. The maximum credit exposure for corporate 
business is £106m to transport sector (2024: £171m).  
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(viii) Credit exposure loan to value ratios of the mortgage portfolio 

The tables below summaries the Bank’s retail portfolio (gross values of exposures) loan to value (LTV) ratios. 

Financial Position Category Business Model Portfolio Lending Type 0-30% 30-60% 60-90% 90-100% 100-120% 120+% Total 

       £000 £000 £000 £000 £000 £000 £000 
          

Loans and advances to customers Housing loans  Buy-to-Let Mortgages 447 448 - - - - 895 
Loans and advances to customers Mortgage loans Owner Occupied Mortgages 29,128 20,909 244 - - - 50,281 
Loans and advances to customers Mortgage loans Buy-to-Let Mortgages 60,332 322,189 178,784 - - - 561,305 
Loans and advances to customers Mortgage loans Commercial 196 - - - - - 196 
          
 At 31 December 2025    90,103 343,546 179,028 - - - 612,677 

      

Financial Position Category Business Model Portfolio Lending Type 0-30% 30-60% 60-90% 90-100% 100-120% 120+% Total 

      £000 £000 £000 £000 £000 £000 £000 

          
Loans and advances to customers Housing loans  Buy-to-Let Mortgages 599 518 - - - - 1,117 
Loans and advances to customers Mortgage loans Owner Occupied Mortgages 34,837 31,228 399 - - - 66,464 
Loans and advances to customers Mortgage loans Buy-to-Let Mortgages 68,997 383,956 177,429 - - - 630,382 
Loans and advances to customers Mortgage loans Commercial 773 - - - - - 773 

          
 At 31 December 2024    105,206 415,702 177,828 - - - 698,736 
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Notes to the Financial Statements (continued)  

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(ix) Analysis of risk concentration in the financial position  

Disclosures within Note 6 (a) Credit Risk, are presented including balances relating to demand deposits, placements and other receivables with other Bank of China 
group entities. 
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 Notes to the Financial Statements (continued)  

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(ix) Analysis of risk concentration in the financial position  

 

 

Business Model Portfolio Global Stage Europe Stage US Stage UK Stage UK Retail Stage UK 
Collateral Total 

 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3   
 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 

Cash and cash equivalents                  
Cash balances with bank  - - - - - - - - - 871,257 - - - - - - 871,257 
Other demand deposits 80,047 - - - - - 507 - - 29,721 - - - - - - 110,275 

Loans and advances to banks                  
Loans 90,788 - - - - - - - - - - - - - - - 90,788 

Loans and advances to customers                  
Wholesale loans - - - - - - - - - 2,162 - - - - - - 2,162 
Housing loans  - - - - - - - - - 832 63 - - - - 4,520 895 
Syndicated loans 49,250 - - 6,712 - - 56,226 - - 66,875 15,712 - - - - 110,358 194,775 
Factoring financing - - - - - - -  - 1,898 - - - - - - 1,898 
Overdraft corporate accounts - - - - - - - - - - - - - - - - - 
Overdraft personal accounts - - - - - - - - - - - - - - - - - 
Credit Cards - - - - - - - - - - - - 332 11 - - 343 
Mortgage loans - - - - - - - - - - - - 570,969 36,444 4,369 1,571,158 611,782 
Financing Order - - - - - - -  - - - - - - - -  

Debt instruments at amortised cost                  

           Government bonds 4,378 - -  - - 33,763 - - 104,423 - - - - - - 142,564 
Margin Deposits - - - - - - - - - 142,675 - - - - - - 142,675 

  224,463  - 6,712  - 90,496  - 1,219,843 15,775  571,301 36,455 4,369 1,686,036 2,169,414 
                  

Off Balance Sheet                  
OBS - Letter of credit - - - - - - -  - - - - - - - -  
OBS - Guarantee 1,337 - - - - - - - - 3,753 - - - - - - 5,090 
OBS – Undrawn loan 32,347 - - - - - 443  - 54,028 22,162 - 6,003 - - 374 114,983 
commitments                  

  33,684 - - - - - 443  - 57,781 22,162 - 6,003 - - 374 120,073 

At 31 December 2025 258,147 - - 6,712 - - 90,939 - - 1,277,624 37,937 - 577,304 36,455 4,369 1,686,410 2,289,487 
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Notes to the Financial Statements (continued)  

6.  Financial risk management (continued) 

 (a) Credit risk (continued) 

(ix) Analysis of risk concentration in the financial position (continued) Restated 

 
 

 

 Global Europe US UK UK Retail UK Collateral Total 

Business Model Portfolio Stage Stage Stage Stage Stage   
            1 2 3 1 2 3 1 2 3 1 2 3 1 2 3   
  £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 
Cash and cash equivalents                  

Cash balances with bank  - - - - - - - - - 876,128 - - - - - - 876,128 
Other demand deposits 69,051 - - 1 - - 3,341 - - 25,364 - - - - - - 97,757 

Loans and advances to banks                  
Loans - - - - - - - - - - - - - - - - - 

Loans and advances to customers                  
Wholesale loans - - - - - - - - - 2,242 - - - - - - 2,242 
Housing loans  - - - - - - - - - 1,061 - 56 - - - 4,996 1,117 
Syndicated loans 35,763 35,162 - 10,661 8,632 - 60,289 - - 71,164 17,312 - - - - 143,887 238,983 
Factoring financing 736 - - - - - - 111 - 1,338 - - - - - - 2,185 
Overdraft corporate 

accounts - - - - - - - - - - - - - - - - - 

Overdraft personal accounts - - - - - - - - - - - - - - - - - 
Credit Cards - - - - - - - - - - - - 373 9 - - 382 
Mortgage loans - - - - - - - - - - - - 655,223 37,973 4,423 1,779,369 697,619 
Financing Order - - - - - - - 319 - - - - - - - - 319 

Debt instruments at amortised cost                  
Government bonds - - - 8,255 - - 36,392 - - 99,875 - - - - - - 144,522 

           Margin Deposits - - - - - - - - - 125,804 - - - - - - 125,804 
                   

 105,550 35,162 - 18,917 8,632 - 100,022 430 - 1,202,976 17,312 56 655,596 37,982 4,423 1,928,252 2,187,058 
 

Off Balance Sheet 
                 

           OBS - Letter of credit - - - - - - - 273 - - - - - - - - 273 
OBS - Guarantee 352 - - - - - - - - 2,702 - - - - - - 3,054 
OBS – Undrawn loan 26,830 - - - - - 727 - - 125,434 - - 6,729 - - - 159,720 
commitments                  

 27,182 - - - - - 727 273 - 128,136 - - 6,729 - - - 163,047 

 At 31 December 2024 132,732 35,162 - 18,917 8,632 - 100,749 703 - 1,331,112 17,312 56 662,325 37,982 4,423 1,928,252 2,350,105 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

 (a) Credit risk (continued) 

(ix) Analysis of risk concentration in the financial position (continued) 

The Bank’s concentrations of risk are managed by client/counterparty and geographical region. The maximum on balance sheet credit exposure to any client or 
counterparty as of 31 December 2025 was £29 million (2024: £31 million), before taking into account the fair value of collateral held of £1,686 million (2024: £1,784 
million), or other credit enhancements and the maximum off balance sheet credit exposure to any client or counterparty as of 31 December 2025 was £45 million 
(2024: £48 million). The table above shows the risk concentration by geography for the business model portfolios in the statement of financial position when 
classified as amortised cost measurement has been made. Additional disclosures for credit quality and the maximum exposure for credit risk per categories based 
on the Bank’s internal credit rating system and year-end stage classification are further disclosed below.  
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(x) Credit loss charges 
  
The table below shows the ECL provisions on financial instruments for the year recorded in the financial position. 
 

 

 

 

Financial Position Category Global Europe US UK UK Retail Total 
Business Model Portfolio Stage Stage Stage Stage Stage  
 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3  
  £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 
                 
Cash and cash equivalents                 

Cash balances with bank - - - - - - - - - 42 - - - - - 42 
On demand deposits 45 - - - - - - - - 15 - - - - - 60 

Loans and advances to banks                 
Loans 55 - - - - - - - - - - - - - - 55 

Loans and advances to customers                 
Wholesale loans - - - - - - - - - 4 - - - - - 4 
Housing loans  - - - - - - - - - - - - - - - - 
Syndicated loans 5 - - - - - 71 - - 13 22 - - - - 111 
Factoring financing - - - - - - - - - 1 - - - - - 1 
Overdraft on corporate accounts - - - - - - - - - - - - - - - - 
Overdraft on personal accounts - - - - - - - - - - - - - - - - 
Credit Cards - - - - - - - - - - - - 3 4 - 7 
Mortgage loans - - - - - - - - - - - - 28 551 166 745 
Financing Order - - - - - - - - - - - - - - - - 

Debt instruments at amortised cost                 
Other bonds held to maturity 8 - - - - - 8 - - 20 - - - - - 36 
Margin Deposits - - - - - - - - - 8 - - - - - 8 

  113 - - - - - 79 - - 103 22 - 31 555 166 1,069 
 
Off Balance Sheet                 

OBS - Letter of credit - - - - - - - - - - - - - - - - 
OBS – Guarantee 1 - - - - - - - - 1 - - - - - 2 
OBS – Undrawn loan 
commitments 6 - - - - - - - - 48 58 - 24 - - 136 

  7 - - - - - - - - 49 58 - 24 - - 138 
At 31 December 2025 120 - -  - - 79 - - 152 80 - 55 555 166 1,207 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(x) Credit loss charges (continued) 
 
 

 

 

 

Financial Position Category Global Europe US UK UK Retail Total 
Business Model Portfolio Stage Stage Stage Stage Stage  
 1 2 3 1 2 3   1       2       3       1        2       3        1          2       3  
  £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 
                 
Cash and cash equivalents                 
           Cash balances with bank - - - - - - - - - - - - - - - - 

On demand deposits - - - - - - - - - - - - - - - - 
Loans and advances to banks                 

 Syndicated loans - - - - - - - - - - - - - - - - 
Loans and advances to customers                 

Wholesale loans - - - - - - - - - 10 - - - - - 10 
Housing loans  - - - - - - - - - - - - - - - - 
Syndicated loans 6 - - 1 - - 51 - - 60 158 - - - - 276 
Factoring financing - - - - - - - - - 1 - - - - - 1 
Overdraft on corporate accounts - - - - - - - - - - - - - - - - 
Overdraft on personal accounts - - - - - - - - - - - - - - - - 
Credit Cards - - - - - - - - - - - - 3 3 - 6 
Mortgage loans - - - - - - - - - - - - 31 710 305 1,046 
Financing Order - - - - - - - - - - - - - - - - 

Debt instruments at amortised cost                 
Other bonds held to maturity - - - 1 - - 5 - - 21 - - - - - 27 
Margin Deposits - - - - - - - - - - - - - - - - 

  6 - - 2 - - 56 - - 92 158 - 34 713 305 1,366 
 
Off Balance Sheet                 

OBS - Letter of credit - - - - - - - - - - - - - - - - 
OBS - Guarantee - - - - - - - - - 2 - - - - - 2 
OBS – Undrawn loan 
commitments 3 - - - - - - - - 27 - - 26 - - 56 

  3 - - - - - - - - 29 - - 26 - - 58 
At 31 December 2024 9 - - 2 - - 56 - - 121 158 - 60 713 305 1,424 
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Notes to the Financial Statements (continued)  

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xi) Impairment allowance analysis 

The following provides an analysis of how significant changes in gross balances over the year have contributed to changes in ECLs. 

On Balance Sheet Stage 1 Stage 2 Stage 3 Total 
  £000 £000 £000 £000 

     
Gross carrying amount as at 1 January 2025 2,083,061 99,518 4,479 2,187,058 
New assets originated or purchased 334,534  - 334,534 
Assets derecognised or repaid (excluding write offs) (314,085) (17,621) (1,793) (333,499) 
Transfers to Stage 1 56,931 (56,931) - - 
Transfers to Stage 2 (30,115) 31,572 (1,457) - 
Transfers to Stage 3 - (3,140) 3,140 - 
Amounts written off - - - - 
Foreign exchange adjustments (17,511) (1,168) - (18,679) 

     
Gross carrying amount as at 31 December 2025 2,112,815 52,230 4,369 2,169,414 

     
On Balance Sheet Stage 1 Stage 2 Stage 3 Total 
  £000 £000 £000 £000 

     
Gross carrying amount as at 1 January 2024 1,725,374 117,364 3,535 1,846,273 
New assets originated or purchased 589,189 2 - 589,191 
Assets derecognised or repaid (excluding write offs) (229,903) (19,734) (1,261) (250,898) 
Transfers to Stage 1 41,594 (41,594) - - 
Transfers to Stage 2 (44,514) 44,839 (325) - 
Transfers to Stage 3 - (2,530) 2,530 - 
Amounts written off - - - - 
Foreign exchange adjustments 1,321 1,171 - 2,492 

     
Gross carrying amount as at 31 December 2024 2,083,061 99,518 4,479 2,187,058 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xii) Expect credit loss 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
  
 
 
 

On Balance Sheet 
Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 

 
    

ECL allowance as at 1 January 2025 190 871 305 1,366 
New assets originated or purchased 188 - - 188 
Assets derecognised or repaid (excluding write offs) (74) (79) (141) (294) 
Transfers to Stage 1 361 (361) - - 
Transfers to Stage 2 (28) 84 (56) - 
Transfers to Stage 3 - 3 (3) - 
Impact on year end ECL of exposures transferred between stages during 
the year (360) - 72 (288) 
Unwind of discount - - - - 
Changes to inputs used for ECL calculations 53 70 (11) 112 
Recoveries - - - - 
Amounts written off - - - - 
Foreign exchange adjustments (4) (11) - (15) 

     
ECL allowance as at 31 December 2025 326 577 166 1,069 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xii) Expected credit loss (continued) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

On Balance Sheet 
Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 

 
    

ECL allowance as at 1 January 2024 587 3,800 937 5,324 
New assets originated or purchased 73 - - 73 
Assets derecognised or repaid (excluding write offs) (42) (88) (862) (992) 
Transfers to Stage 1 504 (504) - - 
Transfers to Stage 2 (13) 24 (11) - 
Transfers to Stage 3 - (59) 59 - 
Impact on year end ECL of exposures transferred between stages during 
the year (504) - 170 (334) 
Unwind of discount - - - - 
Changes to inputs used for ECL calculations (419) (2,348) 12 (2,755) 
Recoveries - - - - 
Amounts written off - - - - 
Foreign exchange adjustments 4 46 - 50 

     
ECL allowance as at 31 December 2024 190 871 305 1,366 



Bank of China (UK) Limited 
Annual Report and Financial Statements for the year ended 31 December 2025  

85 
 

Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xii) Expected credit loss (continued) 

Off Balance Sheet Stage 1 Stage2 Stage 3 Total 
  £000 £000 £000 £000 

     
Gross carrying amount as at 1 January 2025 162,774 273 - 163,047 
New assets originated or purchased 19,649  - 19,649 
Assets derecognised or repaid (excluding write offs) (54,513) (4,390) - (58,903) 
Transfers to Stage 1 - - - - 
Transfers to Stage 2 (28,180) 28,180 - - 
Transfers to Stage 3 - - - - 
Amounts written off - - - - 
Foreign exchange adjustments (1,819) (1,901) - (3,720) 

     
Gross carrying amount as at 31 December 2025 97,911 22,162 - 120,073 

     
 

Off Balance Sheet Stage 1 Stage2 Stage 3 Total 
  £000 £000 £000 £000 

     
Gross carrying amount as at 1 January 2024 119,214 130 - 119,344 
New assets originated or purchased 78,330 - - 78,330 
Assets derecognised or repaid (excluding write offs) (35,187) (74) - (35,261) 
Transfers to Stage 1 56 (56) - - 
Transfers to Stage 2 (273) 273 - - 
Transfers to Stage 3 - - - - 
Amounts written off - - - - 
Foreign exchange adjustments 634 - - 634 

     
Gross carrying amount as at 31 December 2024 162,774 273 - 163,047 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xii) Expected credit loss (continued) 

 
 
Off Balance Sheet Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 

     
ECL allowance as at 1 January 2025 58 - - 58 
New assets originated or purchased 6 - - 6 
Assets derecognised or repaid (excluding write offs) (18) - - (18) 
Transfers to Stage 1 - - - - 
Transfers to Stage 2 (1) 1 - - 
Transfers to Stage 3 - - - - 
Impact on year end ECL of exposures transferred between stages 
during the year  - -  
Unwind of discount - - - - 
Changes to inputs used for ECL calculations 35 57 - 92 
Recoveries - - - - 
Amounts written off - - - - 
Foreign exchange adjustments - - - - 

     
ECL allowance as at 31 December 2025 80 58 - 138 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xii) Expected credit loss (continued) 

 
Off Balance Sheet Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 

 
    

     
ECL allowance as at 1 January 2024 53 1 - 54 
New assets originated or purchased 11 - - 11 
Assets derecognised or repaid (excluding write offs) (8) - - (8) 
Transfers to Stage 1 1 (1) - - 
Transfers to Stage 2 - - - - 
Transfers to Stage 3 - - - - 
Impact on year end ECL of exposures transferred between stages 
during the year (1) - - (1) 
Unwind of discount - - - - 
Changes to inputs used for ECL calculations 2 - - 2 
Recoveries - - - - 
Amounts written off - - - - 
Foreign exchange adjustments - - - - 

     
ECL allowance as at 31 December 2024 58 - - 58 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xiii) Impairment allowance analysis – internal rating grading 

The following provides an analysis of the gross carrying amounts split by the internal rating grade.  

 
 
On Balance Sheet 

Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 
     
Internal rating grade     
Performing 2,112,815 4,180 - 2,116,99 
Special Mention - 48,050 - 48,050 
Non-performing individually impaired - - 4,369 4,369 
     
Carrying amounts as at 31 December 2025 2,112,815 52,230 4,369 2,169,414 
 
 
 
Off Balance Sheet 

Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 
     
Internal rating grade     
Performing 97,911 22,162 - 120,073 
Special Mention - - - - 
Non-performing individually impaired - - - - 
     
Carrying amounts as at 31 December 2025 97,911 22,162 - 120,073 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xiii) Impairment allowance analysis – internal rating grading (continued) 
 
 
On Balance Sheet 

Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 

 
    

Internal rating grade     
Performing 2,083,061 44,223 56 2,127,340 
Special Mention - 55,295 - 55,295 
Non-performing individually impaired - - 4,423 4,423 

     
Carrying amounts as at 31 December 2024 2,083,061 99,518 4,479 2,187,058 
 
 
 
Off Balance Sheet 

Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 

 
    

Internal rating grade     
Performing 162,774 273 - 163,047 
Special Mention - - - - 
Non-performing individually impaired - - - - 

     
Carrying amounts as at 31 December 2024 162,774 273 - 163,047 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xiii) Impairment allowance analysis – internal rating grading (continued) 

The following provides an analysis of the ECL split by the internal rating grade.  

 
 
On Balance Sheet 

Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 

 
    

Internal rating grade     
Performing 326 22 - 348 
Special Mention - 555 - 555 
Non-performing individually impaired - - 166 166 

     
ECL allowance as at 31 December 2025 326 577 166 1,069 
 
 
 
Off Balance Sheet 

Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 

 
    

Internal rating grade     
Performing 80 58 - 138 
Special Mention - - - - 
Non-performing individually impaired - - - - 

     
ECL allowance as at 31 December 2025 80 58 - 138 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xiii) Impairment allowance analysis – internal rating grading (continued) 
 
 
On Balance Sheet 

Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 

 
    

Internal rating grade     
Performing 190 - - 190 
Special Mention - 871 - 871 
Non-performing individually impaired - - 305 305 

     
ECL allowance as at 31 December 2024 190 871 305 1,366 
 
 
 
Off Balance Sheet 

Stage 1 Stage 2 Stage 3 Total 

  £000 £000 £000 £000 

 
    

Internal rating grade     
Performing 58 - - 58 
Special Mention - - - - 
Non-performing individually impaired - - - - 

     
ECL allowance as at 31 December 2024 58 - - 58 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xiv) Impairment allowance analysis – base case vs. probability weighted 

When estimating the ECLs, the Bank considers three scenarios (a base case, an upside, and a downside). Each of these is associated with different PDs, EADs 
and LGDs. When relevant, the assessment of multiple scenarios also incorporates how defaulted loans are expected to be recovered, including the probability that 
the loans will restructure and the value of collateral or the amount that might be received for selling the asset. 

The following provides an analysis of the ECL if just a base case or downside scenario was used.  

    
 

On Balance Sheet  
Probability 

weighted Upside Difference Base case Difference Downside Difference 

  £000 £000 £000 £000 £000 £000 £000 
ECL allowance as at 31 December 2025  1,069 356 713 520 549 1,040 29 

ECL allowance as at 31 December 2024   1,366 272 1,094 435 931 630 736 

         

 
        

         

Off Balance Sheet  
Probability 

weighted Upside Difference Base case Difference Downside Difference 

  £000 £000 £000 £000 £000 £000 £000 
ECL allowance as at 31 December 2025  138 101 37 140 (2) 187 (49) 

ECL allowance as at 31 December 2024   58 35 23 57 1 67 (9) 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(a) Credit risk (continued) 

(xv) Analysis of inputs to the ECL model under multiple economic scenarios per geographic regions 

An overview of the approach to estimating ECLs is set out in Note 3. The Bank obtains data for the multiple 
economic from third party sources (Moody’s) and the CMD verifies the accuracy of inputs to the Bank’s ECL 
models including determining the weights attributable to the multiple scenarios. The purpose of using multiple 
scenarios is to model the non-linear impact of assumptions about macroeconomic factors on ECL and that any 
presented ECL outcomes for different economic scenarios do not represent ECL forecasts.  
The following tables set out the key drivers of expected loss and multiple economic scenarios and 
their assigned probabilities, as at 31 December 2025. The probabilities assigned are based on the 
midpoint probability weights approach recommended in the Scenario Severity and Probability 
Weights methodology issued by Moody’s Analytics dated October 2017. This approach is used as it 
is more conservative than other approaches available, consistent with the Bank’s risk profile. 
Estimating ECL involves forecasting future economic conditions over a number of years. These 
longer term forecasts are subject to management judgement and those judgements may be sources 
of measurement uncertainty that have a significant risk of resulting in a material adjustment to a 
carrying amount within the next financial year. The year on year change in the assigned probabilities 
below reflects an improvement in the UK macro-economic outlook at the reporting date, including 
moderating inflation, a resilient labour market, and a reduction in near-term downsize risks relative 
to the prior year. 
 

Key Drivers ECL Scenario Assigned 
Probabilities % 
2025 

Assigned Probabilities % 
2024 
 

CPI  
GDP Growth 

House Price Index 
Interest Rates  
Unemployment rates 

Upside 30 20 

Base case 50 30 

Downside 20 50 

 
31 December 2025* 

 
Key Drivers ECL 

Scenario 
Probabilities 
Occurence 

% 

2025 
 

% 

2026 
 

% 

2027 
 

% 

2028 
 

% 

2029 
 

% 

2030 
 

% 

UK CPI Increase 
 

Upside 30 2.78% 2.32% 2.05% 2.00% 1.98% 1.98% 
Base case 50 2.65% 2.19% 2.03% 2.00% 1.98% 1.98% 
Downside 20 -0.59% -1.05% 0.66% 1.63% 1.88% 1.98% 

UK GDP Growth 
Upside 30 5.43% 4.52% 1.73% 1.50% 1.73% 1.93% 
Base case 50 1.96% 1.06% 1.49% 1.55% 1.70% 1.72% 
Downside 20 -3.65% -4.28% 1.79% 2.67% 1.76% 1.64% 

UK House Price 
Index Increase 

Upside 30 16.03% 15.80% 5.52% -0.97% -2.15% 0.11% 
Base case 50 2.54% 2.32% 2.50% 1.56% 1.91% 2.43% 
Downside 20 -9.01% -9.22% -7.03% 0.83% 4.61% 5.64% 

UK Interest 
Rates 

Upside 30 4.49% 3.58% 3.24% 2.93% 2.63% 2.47% 
Base case 50 4.34% 3.38% 2.88% 2.71% 2.62% 2.46% 
Downside 20 4.00% 2.67% 1.20% 1.12% 1.42% 1.78% 

UK  
Unemployment 
Rates 

Upside 30 3.71% 4.41% 4.06% 4.02% 4.20% 4.41% 
Base case 50 4.17% 4.87% 4.87% 4.88% 4.88% 4.89% 
Downside 20 5.30% 6.00% 7.49% 7.61% 7.32% 6.67% 

*For conciseness only UK data has been shown since it makes up the majority of the Bank’s corporate retail lending book.  
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(b) Liquidity risk 

Liquidity risk is the risk that the Bank will not be able to meet its financial obligations as they fall due.  

The Bank is exposed to the risk that it will be unable to meet its obligations as they fall due, arising from the 
differing maturity profiles of its assets and liabilities. To mitigate its exposure, the Bank places limits on the 
mismatch of maturity dates and by holding a stock of liquid assets which could be sold at short notice if the 
need arose. 

The Board is the ultimate decision-making body and is responsible for compliance with the regulatory 
requirements. Formulation of the risk management procedures, implementation mechanism and monitoring of 
compliance is the main responsibility of the ALCO. Daily management of liquidity is carried out by the Treasury 
department. Financial Management Department monitor the liquidity risk and provide regular reports to 
management and the Prudential Regulation Authority (the “PRA”). 

The following are the contractual (undiscounted) maturities of financial liabilities, including the next expected 
interest payments and excluding the effect of any netting agreements if they were in place:  
   

     
  

   Carrying  Contractual  Less than  1 to 3 3 months  1 to 5    More than  
£000   amount  cash flows 1 month months to 1 year years 5 years 
          
31 December 2025         
Non-derivative financial liabilities:        
Deposits from banks  511,961 (514,475) (337,507) (176,968) - - - 
Deposits from customers 1,304,816 (1,330,627) (685,698) (240,099) (374,313) (30,517) - 
Lease liabilities 10,316 (13,053) (225) (231) (694) (3,589) (8,314) 
Derivative financial instruments: 289 (305) - 29 (61) (273) - 
Cash outflows  - - - - - - - 
Cash inflows  - - - - - - - 

   1,827,382 (1,858,460) (1,023,430) (417,269) (375,068) (34,379) (8,314) 
   

       Undrawn loan    
commitments  

114,983 (114,983) (114,983) - - - - 

   1,942,365 (1,973,443) (1,138,413) (417,269) (375,068) (34,379) (8,314) 

          
31 December 2024        
Non-derivative financial liabilities:        
Deposits from banks  493,256 (496,704) (268,278) - - (228,426) - 
Deposits from customers 1,355,529 (1,387,711) (741,251) (254,733) (326,245) (65,482) - 
Lease liabilities 10,631 (12,952) (242) (242) (725) (3,943) (7,800) 
Derivative financial instruments: - - - - - - - 
Cash outflows  - - - - - - - 
Cash inflows  - - - - - - - 

   
1,859,416 (1,897,367) (1,009,771) (254,975) (326,970) (297,851) (7,800) 

         
 Undrawn loan    

commitments  
159,720 (159,720) (159,720) - - - - 

   
2,019,136 (2,057,087) (1,169,491) (254,975) (326,970) (297,851) (7,800) 

The previous table shows the undiscounted cash flows on the Bank’s financial liabilities and unrecognised 
loan commitments on the basis of their earliest possible contractual maturity. The Bank’s expected cash flows 
on these instruments vary significantly from this analysis and hence this table shows a worst case scenario. 
For example, current accounts and demand deposits from customers are expected to maintain a stable or 
increasing balance and unrecognised loan commitments are not all expected to be drawn down immediately 
but to be drawn over a period of time.  
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(b) Liquidity risk (continued) 

The contractual cash flows disclosed in the previous table represent the contractual undiscounted cash flows 
relating to the principal and interest on the financial liability or commitment. The disclosure for derivatives 
shows a net amount for derivatives that are settled on a net basis, (e.g. interest rate swaps) but on a gross 
outflow and inflow basis for derivatives that have simultaneous gross settlement (e.g. forward foreign 
exchange contracts and currency swaps).  

The Bank has the benefit of a committed short-term loan facility granted by its parent company. The facility is 
repayable at call and £nil drawn at 31 December 2025 (31 December 2024: £nil).   

The table below shows an analysis of assets and liabilities analysed according to when they are expected to be 
recovered or settled based on the contractual terms:  

   Within 12  After 12   
 

£000   months  months Total             
31 December 2025     
Assets    
Cash on hand  1,082 - 1,082 
Cash and balances at central banks 871,215 - 871,215 
Other demand deposits 110,215 - 110,215 
Government bonds 10,916 131,613 142,529 
Loans and advances to banks 90,733 - 90,733 
Loans and advances to customers  49,541 761,444 810,985 
Derivatives and other financial instruments   2,504 - 2,504 
Prepayments, accrued income and other assets  155,204 - 155,204 
Financial assets at fair value through profit and 
loss  6,349 64,944 71,293 

Total assets   1,297,759 958,001 2,255,760 

      
Liabilities     
Deposits from banks 511,961  511,961 
Deposits from customers  1,276,370 28,446 1,304,816 
Derivatives and other financial instruments  289 - 289 
Other liabilities 29,798 9,776 39,574 
Accruals and deferred income 16,853 - 16,853 

Total liabilities   1,835,271 38,222 1,873,493 

Net   (537,512) 919,779 382,267 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(b) Liquidity risk (continued) 
      
   Within 12  After 12   

 

£000   months  months Total 
      
31 December 2024     
Assets    
Cash on hand  1,316 - 1,316 
Cash and balances at central banks 876,128 - 876,128 
Other demand deposits 97,757 - 97,757 
Government bonds 77,854 66,641 144,495 
Loans and advances to banks 73,658 - 73,658 
Loans and advances to customers  106,041 835,466 941,507 
Derivatives and other financial instruments   4,667 - 4,667 
Prepayments, accrued income and other assets  136,633 - 136,633 
Financial assets at fair value through profit and 
loss  

701 29,449 30,150 

Total assets   1,374,755 931,556 2,306,311 

      
Liabilities     
Deposits from banks 267,955 225,301 493,256 
Deposits from customers  1,295,833 59,696 1,355,529 
Derivatives and other financial instruments  2 - 2 
Other liabilities 27,518 9,955 37,473 
Accruals and deferred income 21,150 - 21,150 

Total liabilities   1,612,458 294,952 1,907,410 

Net   (237,703) 636,604 398,901 

 
(c) Market risk 

Foreign exchange risk  

Foreign exchange risk is the risk that movements in the various currencies could materially impact the Financial 
Statements. To manage its exposure to foreign exchange risk the Bank enters into derivative transactions. 

The following table shows the foreign exchange positions as at 31 December 2025 and 31 December 2024. 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued)  

(c) Market risk (continued) 

Foreign exchange risk (continued) 

£000 
       

 

31 December 2025   Sterling US Dollar Euro Other Total 
Cash and balances at central 
banks  

917,238 43,787 11,560 9,927 982,512 

Government bonds  104,388 33,763 4,378 - 142,529 
Loans and advances to banks  - 80,359 6,111 4,263 90,733 
Loans and advances to customers 633,743 171,164 6,078 - 810,985 
Derivatives financial instruments (asset)    2,504 - - - 2,504 
Financial assets at fair value 
through profit and loss               

31 71,262 - - 71,293 

Other assets   62,118 103,836 7,977 (46) 173,885 
Deposits from banks   (331,666) (171,229) (9,066) - (511,961) 
Deposits from customers   (938,992) (325,364) (26,637) (13,823) (1,304,816) 
Derivatives financial instruments (liability) (289) - - - (289) 
Other liabilities   (48,712) (9,242) (359) (49) (58,362) 
Subordinated liabilities  - - - - - 
Total shareholder equity  (399,001) - (12) - (399,013) 

         
Net financial assets/(liabilities)  1,362 (1,664) 30 272 - 
Net forward foreign exchange positions   - - - - - 
Undrawn loan commitments   (51,003) (63,980) - - (114,983) 

        
£000 

       
 

31 December 2024 Sterling US Dollar Euro Other Total 
Cash and balances at central 
banks  

920,070 32,042 16,903 6,186 975,201 

Government bonds  99,848 36,392 8,255 - 144,495 
Loans and advances to banks  - 58,286 8,281 7,091 73,658 
Loans and advances to customers 725,099 209,402 7,006 - 941,507 
Derivatives financial instruments (asset)    4,667 - - - 4,667 
Financial assets at fair value 
through profit and loss               

8,763 21,387 - - 30,150 

Other assets   53,190 94,583 5,947 (79) 153,641 
Deposits from banks   (329,409) (151,961) (11,836) (50) (493,256) 
Deposits from customers   (1,008,995) (300,263) (33,314) (12,957) (1,355,529) 
Derivatives financial instruments (liability) (2) - - - (2) 
Other liabilities   (50,067) (10,107) (551) (63) (60,788) 
Subordinated liabilities   - - - - - 
Total shareholder equity  (413,733) - (11) - (413,744) 

         
Net financial assets/(liabilities)  9,431 (10,239) 680 128 - 
Net forward foreign exchange positions   - - - - - 
Undrawn loan commitments   (51,729) (107,991) - - (159,720) 
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Notes to the Financial Statements (continued) 

6.        Financial risk management (continued) 

(c) Market risk (continued) 

Foreign exchange risk (continued) 

Sensitivity analysis 
A 1% percent weakening of the following currencies against Sterling at 31 December 2025 and 31 December 
2024 would have increased (decreased) equity and the income statement by the amounts shown below. This 
calculation assumes that the change occurred at the reporting date and had been applied to risk exposures 
existing at that date. 
 

This analysis assumes that all other variables, in particular other exchange rates and interest rates, remain 
constant. 

 

    Other Comprehensive Income  Income statement 

£000       
31 December  

2025 

 
31 December  

2024 

 
31 December  

2025 

 
31 December  

2024 

US Dollars    -  -  4  (16) 
Euro    -  -  -  - 
Other    -  -  (3)  (1) 
 

A 1% percent strengthening of the above currencies against Sterling at 31 December 2025 would have had 
the equal but opposite effect on the above currencies to the amounts shown above, on the basis that all other 
variables remain constant. 
 
Applying the offsetting forward currency positions, unsettled spot and forward trades, with the same 1% 
percent weakening the resulting impact would be as follows:  
    Other Comprehensive Income  Income statement 

£000       
31 December  

2025 

 
31 December  

2024 

 
31 December  

2025 

 
31 December  

2024 

US Dollars    -  -  (6)  (5) 
Euro    -  -  (3)  - 
Other    -  -  (3)  (2) 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(c) Market risk (continued) 

Exposure to interest rate risk  

The Bank does not operate a trading book. 

The principal exposure is the risk of loss from fluctuations in the future cash flows or fair values of financial 
instruments because of a change in market interest rates. Interest rate risk is managed principally through 
monitoring the cumulative interest rate gap position and by having pre-approved limits for the time bands. The 
ALCO is the monitoring body for compliance with these limits and is assisted by the Financial Management 
Department in its day-to-day monitoring activities. A summary of the Bank’s interest rate gap position is as 
follows: 

    Less     Non 
   Carrying than 1 1-3 3 months 1-5 Over 5 Interest 
£000   Amount month months to 1 year years years Bearing 
31 December 2025         
Assets          
Cash and balances at central 
banks 982,512 881,110 - - - - 101,402 

Government bonds 142,529 - - 11,182 116,636 14,711 - 
Loans and advances to banks 90,733 86,470 4,263 - - - - 
Loans and advances to customers 810,985 491,261 43,186 44,523 232,015 - - 
Derivative financial instruments 2,504 - - - - - 2,504 
Financial assets at fair value 
through profit and loss              

71,293 158 1,394 4,765 53,120 11,824 32 

Other assets  173,885 142,674 - - - - 31,211 
          
Total assets  2,274,441 1,601,673 48,843 60,470 401,771 26,535 135,149 

          
Equity and liabilities         
Liabilities   1,875,428 533,379 409,347 360,589 28,386 - 543,727 
Deposits from banks  511,961 181,909 175,000 - - - 155,052 
Deposits from customers 1,304,816 351,470 234,347 360,589 28,386 - 330,024 
Derivative financial instruments 289 - - - - - 289 
Other liabilities  58,362 - - - - - 58,362 
Subordinated liabilities - - - - - - - 
Equity          

Shareholders' equity  399,013 - 60,000 - - - 339,013 
          
Total equity and liabilities 2,274,441 533,379 469,347 360,589 28,386 - 882,740 

        
Interest rate sensitivity gap - 1,068,294 (420,504) (300,119) 373,385 26,535 (747,591) 

Cumulative gap - 1,068,294 647,790 347,671 721,056 747,591 - 
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Notes to the Financial Statements (continued) 

6.  Financial risk management (continued) 

(c) Market risk (continued) 

Exposure to interest rate risk (continued) 
 

    Less     Non 
   Carrying than 1 1-3 3 months 1-5 Over 5 Interest 
£000   Amount month months to 1 year years years Bearing 
31 December 2024         
Assets          
Cash and balances at central banks 975,201 882,386 - - - - 92,815 
Government bonds 144,495 33,240 8,255 36,360 66,640 - - 
Loans and advances to banks 73,658 68,212 5,446 - - - - 
Loans and advances to customers 941,507 719,230 36,253 61,897 115,590 8,537 - 
Derivative financial instruments 4,667 - - - - - 4,667 
Financial assets at fair value 
through profit and loss              

30,150 165 - 505 27,703 1,777 - 

Other assets  153,641 125,804 - - - - 27,837 

          
Total assets  2,323,319 1,829,037 49,954 98,762 209,933 10,314 125,319 

          
Equity and liabilities  

       

Liabilities   1,909,575 563,407 421,567 312,192 59,696 - 552,713 
Deposits from banks  493,256 178,301 175,000 - - - 139,955 
Deposits from customers 1,355,529 385,106 246,567 312,192 59,696 - 351,968 
Derivative financial instruments 2 - - - - - 2 
Other liabilities  60,788 - - - - - 60,788 
Subordinated liabilities  - - - - - - - 
Equity          

Shareholders' equity  413,744 - 60,000 - - - 353,744 
          
Total equity and liabilities 2,323,319 563,407 481,567 312,192 59,696 - 906,457 

        
Interest rate sensitivity gap  1,265,630 (431,613) (213,430) 150,237 10,314 (781,138) 

Cumulative gap  1,265,630 834,017 620,587 770,824 781,138 - 

The table below indicates the impact on the income statement for possible change in interest rates, with all 
other variables held constant. 

At the reporting date the sensitivity to interest rate risk was projected to be:  
 

       100bps parallel   100bps parallel  
£000       Increase  Decrease 
Sensitivity of projected net interest income at      
31 December 2025      6,053  (6,053) 
31 December 2024      8,259  (8,259) 

Sensitivity of reported equity to interest rate movements at     
31 December 2025      6,053  (6,053) 
31 December 2024      8,259  (8,259) 
 

Interest rate movements affect reported equity in the following ways: retained earnings; arising from increases or 
decreases in net interest income and the fair value changes reported in profit or loss. 
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6.  Financial risk management (continued) 

(d) Capital management 

Regulatory capital 

Reference is made below to the Prudential Regulation Authority (“PRA”) which along with the Financial Conduct 
Authority (“FCA”) are the Bank’s regulators. 

The PRA sets capital requirements for the Bank in line with international supervisory standards and guidelines 
known as Basel III which are contained within legislation passed by the EU, i.e. CRD IV Regulation and 
Directives. The parent company is directly supervised by their local regulators. 

In calculating capital requirements, the Bank has adopted the standardised approach for credit risk and the basic 
indicator approach for operational risk. As the Bank does not have a trading book, the capital requirement for 
the foreign exchange risk inherent in the banking book has been captured as market risk, which is also calculated 
on the standardised approach. 

The Bank’s regulatory capital resources comprise tier 1 and tier 2 capital as set out in the table below. 

Banking operations are categorised as banking book and risk-weighted assets are determined according to 
specified requirements that seek to reflect the varying levels of risk attached to assets and off-balance sheet 
exposures.  

The Bank’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence 
and to sustain future development of the business. The impact of the level of capital on shareholders’ return is 
also recognised and the Bank recognises the need to maintain a balance between the higher returns that might 
be possible with greater gearing and the advantages and security afforded by a sound capital position. 

The Bank has complied with all externally imposed capital requirements throughout the period. 

The Bank’s regulatory capital position at 31 December 2025 and 31 December 2024 was as follows: 

£000 
 2025  

Actual 
2024 

 Actual 
Tier 1 capital    
Ordinary share capital  250,000 250,000 
Retained earnings *  24,964 25,109 

Regulatory deduction  (961) (669) 

Additional Tier 1 capital  60,000 60,000 

    
Total regulatory capital  334,003 334,440 

* Retained earnings are eligible for inclusion as regulatory Tier 1 capital once audited. Similarly, dividends are deducted from regulatory capital once declared. 
Therefore, as both events occur after the balance sheet date regulatory capital at the reporting dates will differ to the amounts disclosed in the above table. 

The Bank maintains a buffer to regulatory minimum capital ratios.  

The PRA also sets total capital requirements (“TCR”) for the Bank as part of its Supervisory Review and Evaluation Process. The agreed TCR was in force and 
respected as at the reporting date. The component parts of Pillar 2A and the PRA Buffer remain confidential between each bank and the PRA in accordance 
with PRA requirements.  
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7.            Financial assets and financial liabilities 

Fair values of financial instruments  

The Bank’s valuation methodology is detailed in Note 3. 

Fair values 

The interest rates on these financial assets and liabilities re-price on a regular and short-term basis resulting in 
the fair value calculation being not materially different from the carrying value. 
The table below analyses financial assets and liabilities measured at fair value, by valuation method: 

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities; 

Level 2: inputs other than quoted prices included within level 1 that are observable for the asset or liability, 
either directly (i.e. as prices) or indirectly (i.e. derived from prices); 

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

The carrying value of short-term receivables and payables are assumed to approximate to their fair values 
where discounting is not material.  

Loans to customers designated at fair value are valued by calculating the net present value of their discounted 
cash flows.  

For derivative financial instruments not traded in an active market for which no quoted market price is 
available, the fair value is determined using valuation techniques. Forward currency exchange contracts fair 
value was determined using quoted forward exchange rates matching the maturities of the contracts. While for 
interest rate swaps, fair value was determined using discounted cash flow analysis at quoted interest rates. 

The fair value of other financial assets and borrowings has been calculated by discounting the expected future 
cash flows at prevailing market interest rates for instruments with substantially the same terms and            
characteristics. 

The difference between the carrying amounts and fair values of those financial instruments not presented at 
their fair value in the statement of financial position as at 31 December 2025 and 2024 was insignificant. 
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7.          Financial assets and financial liabilities (continued) 

Fair value hierarchy 

As at 31 December 2025, financial assets at fair value were assessed under IFRS 13 criteria for Level 1, Level 
2 or Level 3.  

 

£000         
31 December 2025    Level 1 Level 2 Level 3 Total 
Financial assets        
Designated fair value loans   - - 71,261 71,261 
Derivative financial instruments:      
Interest rate swaps    - 2,497 - 2,497 
Foreign exchange swaps - 7 - 7 
  

   - 2,504 - 2,504 
Financial investments:      
Convertible preference shares   - - 32 32 
  

   - - 32 32 
Total assets    - 2,504 71,293 73,797 
Financial liabilities        
Derivative financial instruments:       
Interest rate swaps   - 288 - 288 
Foreign exchange swaps   - 1 - 1 
Total liabilities    - 289 - 289 

 
 
 

In accordance with IFRS 13, Level 3 assets includes convertible preference shares in Visa Inc, based on a 
proxy of Visa Inc.’s quoted share price, and the fair value gain or loss on loans designated at fair value during 
the year (refer to Note 10).    
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7. Financial assets and financial liabilities (continued) 

Fair value hierarchy (continued) 
 
£000         
31 December 2024  
 

 
 Level 1 Level 2 Level 3 Total 

Financial assets        
Designated fair value loans   - - 30,119 30,119 
Derivative financial instruments:      
Interest rate swaps    - 4,664 - 4,664 
Foreign exchange swaps   - 3 - 3 
  

   - 4,667 - 4,667 
Financial investments:      
Convertible preference shares   - - 31 31 
  

   - - 31 31 
Total assets    - 4,667 30,150 34,817 
Financial liabilities        
Derivative financial instruments:       
Interest rate swaps    - - - - 
Foreign exchange swaps   - 2 - 2 
Total liabilities    - 2 - 2 
         

 

Reconciliation of Level 3 financial assets 

 

£000  2025 2024 

Balance at 1 January 
 

30,150 47,445 

Issues of loans to new counterparties 
 

42,121 - 

Repayment of loans 
 

(625) (19,468) 

Total gains for the period net of exchange 
differences recognised in the profit and loss 

 1,892 1,310 

Exchange (losses)/ gain recognised in the profit 
and loss 

 
(2,245) 863 

 
Balance at 31 December   71,293 30,150 

 

Designated fair value loans are valued using discounted cash flows. At the end of 2025 unrealised losses of 
Level 3 Assets is £1,338,515. (2024: loss £3,157,752). 

Sensitivity test of Level 3 financial assets  

The sensitivity analysis of the fair value loans shows that an increase of 1% in discount rate would decrease 
the fair value by £2,039,549. 
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8. Net interest income 

 
  

£000 2025 2024  
 

 

Interest income from financial investments 5,515 5,214 
   
Interest income from:  

 

Cash and balances at central banks 46,775 48,056 
Loans and advances to banks - at amortised cost 5,741 11,150 
Loans and advances to customers – at amortised cost 52,092 64,397 
Total interest from loans and advances 104,608 123,603 

Total interest income 110,123 128,817 

    
 

 

Interest expense:  
 

Deposits from banks (21,454) (23,128) 
Customers accounts (31,570) (34,287) 
Total interest expense (53,024) (57,415) 

Net interest income 57,099 71,402 

Interest income presented above represents interest income calculated using the effective interest rate method. 
 

9. Net fee and commission income 

(a) Analysis by business area 

   
£000 2025 2024    
Retail banking customer fees 1,179 1,207 
Corporate banking credit-related fees 1,862 1,701 
Other 358 320 
Gross fee and commission income 3,399 3,228  

 
 

Interbank transaction fees (333) (363) 
Other (1,129) (1,118) 
Gross fee and commission expense (1,462) (1,481) 

Net fee and commission income 1,937 1,747 
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9. Net fee and commission income (continued) 

 (b) Analysis of gross fee and commission income by product 

   
£000 2025 2024    
Letter of guarantee 42 35 
Remittance  256 239 
Account and service fees 139 249 
Letter of credit 36 47 
Settlement & commitment 847 286 
Credit and debit cards 413 361 
Other 203 359 
Fee and commission income in scope of IFRS 15 1,936 1,576 
Syndicated loans  741 853 
Structural financing  61 98 
Retail loans 661 701 
Fee and commission income in scope of IFRS 9 1,463 1,652 
Gross fee and commission income 3,399 3,228 

 

10. Net fair value gain on financial instruments  

   
£000 2025 2024 
 
Net fair value gain/(loss) on financial instruments: 

 
 

Designated fair value loans  1,891 1,310 
Interest income 2,483 1,512 
Interest rate swaps (943) 1,889  

3,431 4,711 

 

11.       Net other operating income 

   
£000 2025 2024 

Related party service charges 123,367 106,336 
Other 68 772 
  123,435 107,108 

The related party service charges represent the net amount receivable by the Bank for the following services 
provided and received under service level agreements with related parties as disclosed in Note 33: 

 Income earned by Bank of China Limited, London Branch (the “London Branch”) on assets originated by 
Bank employees and therefore re-allocated to the Bank. 

 Expenses incurred directly by the Bank that are recharged to the London Branch for services provided. 
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12. Staff costs  

   
£000 2025 2024 

Wages and salaries 64,479 53,671 
Contributions to defined contribution pension 
plans 

4,657 4,029 

Social security costs 9,874 8,850 
Other 7,069 5,644 
  86,079 72,194 

   
Monthly average number of employees 2025 2024 

Retail banking 147 144 
Corporate banking  125 118 
Support Functions 469 440 
Total average number of employees 741 702 
   

Other staff costs include staff training expenditure and staff benefits costs.  

13. Other expenses 

   
£000 2025 2024 

Administrative 8,446 7,529 
Software licensing and other IT costs 384 602 
Other 1,199 1,604 
  10,029 9,735 

 

Administrative expenses in the current and prior year contain significant expenses in respect of professional, 
advisory fees and system costs.  

Administrative expenses include expenses relating to short-term and low-value asset leases of £19,932  
(2024: £121,322).  

Auditors’ remuneration: 

   
£000 2025 2024 
 

Fees payable to the Bank’s auditors for the audit of 
the company’s financial statements:   
Current year 338 600 
Fees payable to the Bank’s auditor and its  
associates for other services:   

The audits of the company’s subsidiaries, 
pursuant to legislation 35 35 
Other assurance services 38 40 

 

The above fees do not include VAT.  
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14. Directors’ remuneration 

   
£000 2025 2024 

Remuneration of directors in respect of services rendered:  
 

Remuneration 949 947 
Pension contributions 5 7 

Highest paid director:   

Remuneration 318 334 

 

15. Income tax expense 

    
£000  2025 2024 

Current tax expense 
   

Current period 
 

21,897 25,675 
Adjustments for prior years 

 
(577) (1,902) 

Total current tax 
 

21,320 23,773   
 

 

Deferred tax expense 
 

 
 

Origination and reversal of temporary differences 
 

(324) 179 
Adjustments for prior years 

 
441 (226) 

Total deferred tax 
 

117 (47)   
  

Total income tax expense in income statement 
 

21,437 23,726 
    

The tax on the Bank’s profit before tax differs from the theoretical amount that would arise using the weighted 
average tax rate applicable to profits of the Bank as follows: 

Reconciliation of effective tax rate    
  

£000 2025 2024 
Profit before income tax 90,368 107,643  

 
 

Income tax using the standard rate of corporation tax in the 
UK 25% (2024: 25.00%) plus Banking surcharge 3% 

22,591 30,140 

Non-deductible expenses 267 205 
Permanent difference – AT1 hybrid debt interest (1,293) (1,502) 
Allowance against Banking tax surcharge - (3,000) 
(Over) provided in prior years (136) (2,128) 
Overseas withholding tax 8 11 
Total income tax expense in the income statement 21,437 23,726 
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15. Income tax expense (continued) 

Income tax recognised in other comprehensive income 
 

 
  

£000 2025 2024 

Current tax  
 

UK current tax expense - - 
Total current tax - - 

Deferred tax  
 

Current year deferred tax charge/ (credit) - - 
Total deferred tax - - 
 

  
Total income and deferred tax credit  
 in other comprehensive income - - 

Since 1 April 2023 the main rate of corporation tax has been 25%. The 3% banking surcharge did not apply in 
2025 as profit was below the £100m allowance. Deferred tax is provided at 28%, as it is expected that the 
temporary differences will reverse when the Bank's profits are above the surcharge threshold. 

Finance (No.2) Act 2023 was enacted on 11 July 2023 which includes provisions for Domestic Top-up Tax, 
Multinational Top-up Tax and Undertaxed Amount (together “global minimum top-up tax”) to implement the Pillar 
Two framework published by the OECD (“Pillar Two tax legislation”). 

The Company is applying the Transitional Safe Harbour provisions. The Country-by-Country Reporting has been 
reviewed and determined to be qualifying. Based on the Simplified Effective Tax rate calculation Bank of China 
as a group exceeds the minimum effective tax rate of 15% in the UK. The Company is not required to provide 
for any UK or worldwide global minimum top-up tax. The Company expects to continue to be able to apply the 
Safe Harbour relief for the remainder of the permitted transitional period.  

The Company has applied the temporary mandatory relief from deferred tax accounting for the impacts of the 
global minimum top-up tax and accounts for it as a current tax when it is incurred. 

 
16. Cash and balances at central banks 

 

17.  Government bonds 

£000 
31 December  

2025 
31 December  

2024 
Government bonds 142,564 144,522 
Allowance for expected credit losses - collective  (35) (27) 

 142,529 144,495 

 

The Bank holds Government bonds primarily for liquidity management purposes.  

 
31 December 31 December 

£000 2025 2024 

Cash on hand 1,082 1,316 
Cash balances at central banks 871,257 876,128 
Other demand deposits 110,275 97,757 
 Allowance for expected credit losses - collective (102) -  

982,512 975,201 
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18. Derivative financial instruments 

The Bank holds derivative instruments for risk management and cross currency funding purposes.    

2025 Offsetting of financial instruments 
 
 
Financial assets £000 

Gross 
amounts 

Amounts 
offset 

Net amounts in 
balance sheet 

Cash collateral Total 

Foreign exchange swaps 7 - 7 - 7 
Interest rate swaps 89,584 (87,087) 2,497 - 2,497 
Net assets 89,591 (87,087) 2,504 - 2,504 
 
Financial liabilities £000 

     

Foreign exchange swaps 1 - 1 - 1 
Interest rate swaps 341,251 (87,087) 254,164 (253,876) 288 
Net liabilities 341,252 (87,087) 254,165 (253,876) 289 

 
 

2024 Offsetting of financial instruments 
                                           Gross amounts Amounts 

offset 
Net  amounts in 
balance sheet 

Cash collateral            Total 

Financial assets £000      
Foreign exchange swaps 3 - 3 - 3 
Interest rate swaps 78,023 (73,359) 4,664 - 4,664 
Net assets 78,026 (73,359) 4,667 - 4,667 
 
Financial liabilities £000 

     

Foreign exchange swaps 2 - 2 - 2 
Interest rate swaps 401,197 (73,359) 327,839 (327,839) - 
Net liabilities 401,199 (73,359) 327,841 (327,839) 2 

 

The Bank did not designate any derivative financial instruments for hedging purposes during either period 
presented. From January 2023 we operate under Settle To Market (“STM”) for London Clearing House 
(“LCH”) transactions. London Branch and Head Office remain Collateralised to Market (“CTM”). 

19. Loans and advances to banks 

£000 
31 December 

2025 
31 December 

2024 
Loans and advances to banks 90,788 73,658 
Allowance for expected credit losses - collective  (55) - 

 90,733 73,658 

  

These balances represent short-term money market placement with related parties typically for duration of 
three months or less. Refer to note 33 for related parties disclosures. These balances have been included in 
cash and cash equivalents as presented in the statement of cash flows. Allowances for expected credit losses 
in 2025 were £55,230 (2024: nil).  
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20. Loans and advances to customers 

 31 December 31 December 
£000 2025 2024 

Corporate loans and advances 199,917 245,044 
Retail loans and advances 611,937 697,802 
Gross loans and advances 811,854 942,846  

 
 

Less allowance for expected credit losses  
 

12 months (9) (163) 
Lifetime (860) (1,176) 

Total allowance for expected credit losses                                (869) (1,339) 

Loans and advances to customer net 810,985 941,507 

Loans and advances to customers at amortised cost 

£000   31 December 2025  31 December 2024 

 
Gross 

amount 
Allowance 

for ECL 
Carrying 
amount 

Gross 
amount 

Allowance 
for ECL  

Carrying 
amount 

Corporate loans and 
advances 199,729 (117) 199,612 245,044 (287) 244,757 
Retail loans and advances 612,125 (752) 611,373 697,802 (1,052) 696,750 

 811,854 (869) 810,985 942,846 (1,339) 941,507 

 

21. Allowances for expected credit losses 

Allowance credit / (charge)  

£000  
  

2025 
 

2024 
Loans and advances to customers and 
Government bonds   

 297 3,957 

Off balance sheet  (80) (4) 
Total credit allowance for expected credit losses in 
income statement 

 217 3,953 

Refer to Note 6 for the movement in the allowance for expected credit losses for the year ended 31 December 
2025 and 2024 for on and off balance sheet products. 

 

22. Financial assets at fair value through profit and loss 

  31 December 31 December 
£000  2025 2024 

Loans designated at fair value 
 

71,261 30,119 
Convertible preference shares 

 
32 31 

   71,293 30,150 

Included in financial assets at fair value through profit and loss is a portfolio of fixed rate corporate loans. The 
hedges do not meet the criteria for hedge accounting and the loans are recorded at fair value to avoid an 
accounting mismatch. 

The Bank holds £32,000 preference shares in Visa Inc. (31 December 2024: £31,000) which are expected to be 
recovered more than twelve months after the reporting date.  
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23. Property, plant and equipment 

(a) Fixed assets 

£000 

Property, 
plant  

and fixtures 

Furniture 
and  

equipment 
Computer  
equipment 

Motor  
vehicles Total 

Cost 
     

Balance at 1 January 2025 7,677 2,762 5,544 260 16,243 
Additions - 133 271 33 437 
Disposals - (106) (206) - (312) 
Adjustment - - (73) - (73) 
Balance at 31 December 2025 7,677 2,789 5,536 293 16,295 
      
Balance at 1 January 2024 7,677 2,773 4,734 260 15,444 
Additions - 115 919 - 1,034 
Disposals - (126) (109) - (235) 
Adjustment - - - - - 
Balance at 31 December 2024 7,677 2,762 5,544 260 16,243 

Accumulated Depreciation 
     

Balance at 1 January 2025 5,685 2,423 3,715 257 12,080 
Charge for the year 334 185 769 4 1,292 
Disposals - (105) (183) - (288) 
Adjustment - - - - - 
Balance at 31 December 2025 6019 2,503 4,301 261 13,084 
 
Balance at 1 January 2024 5,336 2,384 3,291 249 11,260 
Charge for the year 349 164 507 8 1,028 
Disposals - (125) (83) - (208) 
Adjustment - - - - - 
Balance at 31 December 2024 5,685 2,423 3,715 257 12,080 
      
 
Net carrying value at 

     

31 December 2025 1,658 286 1,235 32 3,211 

31 December 2024 1,992 339 1,829 3 4,163 

 
As at 31 December 2025 and 31 December 2024 the Bank identified no events or circumstances that would 
indicate that the Bank’s tangible fixed assets might be impaired. 
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23. Property, plant and equipment (continued) 

(b) Right-of-use assets 

 

£000 
Property, plant  

and fixtures 
Motor  

vehicles Total 
Cost 

   

Balance at 1 January 2025 9,342 33 9,375 
Additions  1,684 - 1,684 
Disposal - (33) (33) 
Balance at 31 December 2025 11,026 - 11,026 
    
Balance at 1 January 2024 9,292 33 9,325 
Additions  50 - 50 
Disposal - - - 
Balance at 31 December 2024 9,342 33 9,375 
    
 
Accumulated Depreciation 

   

Balance at 1 January 2025 2,088 31 2,119 
Charge for the year 576 2 578 
Disposal - (33) (33) 
Balance at 31 December 2025 2,664 - 2,664 

    
Balance at 1 January 2024 1,584 23           1,607 
Charge for the year 504 8 512 
Disposal - - - 
Balance at 31 December 2024 2,088 31 2,119 

    

Net carrying value at    

31 December 2025 8,362 - 8,362 

31 December 2024 7,254 2 7,256 
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24. Intangible assets 

£000 
 

IT Software Total 
Cost 

   

Balance at 1 January 2025 
 

3,535 3,535 
Additions  412 412 
Disposals 

 
(304) (304) 

Balance at 31 December 2025  3,643 3,643 
    
Balance at 1 January 2024 

 
3,100 3,100 

Additions  435 435 
Disposals  - - 

Balance at 31 December 2024  3,535 3,535 

    

Accumulated Amortisation  
   

Balance at 1 January 2025 
 

2,899 2,899 
Amortisation for the year   161 161 
Disposal 

 
(304) (304) 

Balance at 31 December 2025   2,756 2,756 
    
Balance at 1 January 2024 

 
2,795 2,795 

Amortisation for the year   104 104 
Disposal 

 
- - 

Balance at 31 December 2024   2,899 2,899 

Net carrying value at 
   

31 December 2025   887 887 

31 December 2024   636 636 

As at 31 December 2025 and 31 December 2024 the Bank identified no events or circumstances that would 
indicate that the Bank’s intangible assets might be impaired. 
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25. Deferred tax assets  

Recognised deferred tax assets  

Deferred tax assets are attributable to the following: 

 31 December 31 December 
£000 2025 2024 

Property and equipment, and software (546) (607) 
Deferred employees’ benefits 809 974 
Other 26 39  

289 406 

 

Deferred tax has been calculated at 28%.  

There were no unrecognised deferred tax assets as at 31 December 2025 and 31 December 2024. 

 
Movements in temporary differences during the year 

 
Opening  
balance Recognised Recognised 

Closing  
balance 

  1 January in income in equity 31 December 
£000 2025   2025      
Property and equipment, and software (607) 61 - (546) 
Deferred employees’ benefits 974 (165) - 809 
Other 39 (13) - 26 
  406 (117) - 289 
     

 
Opening  
balance Recognised Recognised 

Closing  
balance 

  1 January in income in equity 31 December 
£000 2024   2024      
Property and equipment, and software (518) (89) - (607) 
Deferred employees’ benefits 825 149 - 974 
Other 52 (13) - 39 
  359 47 - 406 
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26. Prepayments, accrued income and other assets 

 31 December 31 December 
£000 2025 2024 

Accrued income 5,734 7,729 
Prepaid expenses 1,100 1,196 
Tax receivable 234 401 
Receivable from related party 5,820 1,919 
Other 143,666 127,001  

156,554 138,246 

Transfer pricing receivable from related party of £5,820,000 (31 December 2024: £1,919,000) was outstanding 
at 31 December 2025. Other assets of £142,675,000 (31 December 2024: £125,804,000) deposited with London 
Clearing House.   
 

27. Deposits from banks  
 31 December 31 December 
£000 2025 2024 

From fellow group companies 289,081 267,416 
Other deposits from banks 222,880 225,840 
  511,961 493,256 

 

28. Deposits from customers 
 31 December 31 December 
£000 2025 2024 
Retail customers: 

  

Term deposits 677,515 662,594 
Notice deposits 61,664 67,434 
Current deposits 195,771 206,332 
Other 42 45  

934,992 936,405 
Corporate customers:   
Notice deposits 101,507 134,636 
Current deposits 262,789 276,719 
Other 5,528 7,769  

369,824 419,124 
  1,304,816 1,355,529 
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Notes to the Financial Statements (continued) 

29. Other liabilities  

 31 December 31 December 
£000 2025 2024 

Creditors and accruals 28,692 26,472 
Lease liabilities  10,316 10,631 
Other 566 370 
  39,574 37,473 

 

 

30.  Lease liabilities 

 £000   
2025 

  
2024 

As at 1 January  10,631 11,071 

Additions 1,685 51 

Disposal (1,576) - 

Interest 298 309 
Rental payments  (722) (800) 

As at 31 December 10,316 10,631 

  

 Discounted lease liability maturity analysis: 

 Within 1 year 1 -5 years Over 5 years Total 
£000 2025   2025      
Lease payments 874 3,645 8,534 13,053 
Finance charges (334) (1,132) (1,271) (2,737) 
Net present value 540 2,513 7,263 10,316 
     
 Within 1 year 1 – 5 years Over 5 years Total 
£000 2024   2024      
Lease payments 968 3,948 8,037 12,953 
Finance charges (292) (956) (1,074) (2,322) 
Net present value 676 2,992 6,963 10,631 

 

 

31. Accruals and deferred income 
 

31 December 31 December 
£000 2025 2024    

Deferred income 2,192 2,459 
Accrued interest 16,458 20,798 
 18,650 23,257 

Accrued interest includes £135,000 payable to Related Party 
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32.  Called up share capital and other equity instruments 

(a) Called up share capital 

At 31 December 2025 the authorised share capital comprised 250,000,000 ordinary shares (31 December 2024: 
250,000,000). These instruments have a par value of £1 and are all issued shares and fully paid. 

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled 
to one vote per share at meetings of the Bank. 

  

(b) Other equity instruments 

This instrument is held by Bank of China Limited via its London Branch. The Bank has issued this capital 
instrument which is included in the Bank’s capital base is fully in accordance with the PRA Rulebook as it relates 
to additional tier 1 capital. 

Interest on this instrument will be due and payable only at the sole discretion of the Bank, and the Bank has sole 
and absolute discretion at all times and for any reason to cancel (in whole or in part) any interest payment that 
would otherwise be payable on any date, for an unlimited period and on a non-cumulative basis. There are 
limitations on the payment of principal, interest or other amounts if such payments are prohibited under UK 
banking regulations, or other requirements, if the Bank has insufficient distributable reserves or if the Bank fails 
to satisfy the solvency conditions as defined in the instrument terms. 

The instrument is undated and is repayable, at the option of the Bank, in whole or in part on the interest payment 
date falling in or nearest to June 2027 and each interest payment date thereafter, in addition, the instrument is 
repayable at the option of the Bank in whole, but not in part, for certain regulatory or tax reasons. Any repayments 
require consent of the Prudential Regulation Authority. This instrument will be written down in whole, together 
with any accrued but unpaid interest if the Bank‘s Common Equity Tier 1 Ratio falls below 7.00%. 

(c) Dividends  

The directors recommend the payment of a dividend of £63,531,000 for 2025 (2024: £78,700,000). 

33. Related parties 

(a) Parent and ultimate controlling party 

The immediate parent company of the Bank is Bank of China Limited (a company incorporated in the People’s 
Republic of China). The ultimate holding company is China Investment Corporation Limited.  

The largest and smallest group which includes the Bank and which prepares publicly available consolidated 
financial statements is the Bank of China Limited. Copies of its consolidated financial statements are publicly 
available from the Head Office of the Bank of China Limited, 1 Fuxingmen Nei Dajie, Beijing 100818, People’s 
Republic of China. 

During the year ended 31 December 2025 there were no transactions which resulted in there being a change in 
the ultimate controlling party of the Bank. 

The Bank regards the following as being related parties that exercise significant control: 

- Bank of China Limited (parent); 

- China Investment Corporation Limited (ultimate parent). 

Significant companies of the Bank are subsidiaries of the Bank, subsidiaries and associated companies of the 
immediate parent company. 
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33. Related parties (continued) 

(a) Parent and ultimate controlling party 

                  Nature of related party 
      Significant Significant 
£000       control company 
Balance at 31 December 2025      
Cash balances with banks and other demand 
deposits    

79,801 - 

Loans and advances to banks   90,788 - 
Loans and advances to customers   -  
Derivative financial instrument assets    2,504 - 
Prepayments, accrued income and other assets  5,820  
Deposits from banks     289,081 - 
Deposits from customers     - 1,538 
Derivative financial instrument liabilities  289 - 
Other liabilities    3,486 - 
Included in the income statement for the period    
Interest receivable     7,770 - 
Interest payable     (9,889) - 
Other operating income    123,435  
Net loss on derivative financial instruments   (51,051) - 
        
Balance at 31 December 2024       
Cash balances with banks and other demand 
deposits    

76,138 - 

Loans and advances to banks   73,658 - 
Loans and advances to customers   - 4 
Derivative financial instrument assets    4,667 - 
Prepayments, accrued income and other assets  273 1,646 
Deposits from banks     267,416 - 
Deposits from customers     - 2,085 
Derivative financial instrument liabilities    2 - 
Other liabilities     4,014 - 
        
Included in the income statement for the period    
Interest receivable     8,318 - 
Interest payable     (5,881) - 
Other operating income    107,039 69 
Net gain on derivative financial instruments 

  118,864 - 

Other assets include related party leases with details disclosed in Note 36. 

(b) Investment in non-consolidated subsidiaries 

     Ownership interest 

   Shareholding Country of  31 December 31 December 
    incorporation 2025 2024 
       

China Bridge Group (UK) Limited 
100 ordinary 
shares United Kingdom 100% 100% 

Bank of China (UK) Nominees Limited 1 ordinary share United Kingdom 100% - 
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33. Related parties (continued) 

(b) Investment in non-consolidated subsidiaries (continued) 

At 31 December 2025, the Bank held an investment of £1 (100 shares at £0.01 each) in China Bridge Group 
(UK) Limited (31 December 2024: £1) and £1 (1 share of £1.00 each) in Bank of China (UK) Nominees Limited 
(31 December 2024: nil). Both entities are wholly-owned, with registered office at 1 Lothbury, London, EC2R 
7DB. The Bank has availed itself of the consolidation exemption (refer to Note 2) and therefore does not prepare 
consolidated financial statements.  

(c) Key management compensation 

Key management is comprised of directors and the members of the Executive Management Committee of the 
Bank. The Bank does not provide non-cash benefits to any of the key management personnel.  

£000 2025 2024 

Compensation of Key Management Personnel:  
 

Short-term employee benefits 2,087 1,874 
Post-employment benefits 53 52 
Total 2,140 1,926 
   

(d) Transactions with key management 

Transactions with key management for the period ended 31 December 2025 comprised deposits transacted 
on an arms’ length basis to the value of £4,144,337 (2024: £3,986,310). 

 

34. Provisions and commitments 

(a) Undrawn loan commitments, guarantees and other financial facilities 
 

31 December 31 December 
£000 2025 2024    

Undrawn loan commitments 114,983 159,720 
Guarantees 5,090 3,054 
Letter of credit - 273 
Total 120,073 163,047 
   

 

(b) Lease commitments 

Where the Bank is the lessee, the future aggregate minimum lease payments on buildings are as follows:  
31 December 31 December 

£000 2025 2024 
Less than one year 47 841 
Total 47 841 
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 Notes to the Financial Statements (continued) 

35. Subsequent events  

A dividend for 2025 of £63,531,000 is due to be declared by the directors after 31 December 2025 (2024: 
£78,700,000). 

 

36. Company as Lessor 

The sub-leasing arrangement on one of Bank’s leased office property was ended on 2 January 2025. This lease 
has been assigned to a third party company for its remaining lease term. There is no rental income recognised 
by the Bank in year 2025 (2024: £246,000). 
Future minimum rentals receivable under operating leases as at 31 December 2025 are: 
 

£000     2025 2024 
Within one year    - 246 
After one year but not more than five years - 984 
More than five years   - 513 
Total     - 1,743 
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