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Disclosure Statement

This Disclosure. Statement has been issued by Industrial and. Commercial Bank of China {New' Zealand) Limited for the six-
months ended ‘30 June 2018 in accordance with the Registered Bank Disclosure Statements (New Zealand Incorporated
Registered Banks) Order 2014 {as amended) (the “Order”).

I+ this:Disclosure Statement; unless the context otherwise requires:.
{a} "Bank’.“Registered Bank™-or TCBC (NZ)" means |adustrial and Commercial Bank-of China {New Zeaiand) Limited;

(o} “Banking Group" and "Group” means the Bank and its.subsidiaries. As: at the date cf this-disclosure statement, the Bank
does not have any subsidiaries and is the only- member of the Banking Grotip;

(¢} “ICBC" ‘the "Uitimate Parent Bank": the *Ultimate Holdlng Company", the "Parent™and the "Contralling Bank® mean the
Industrial and Gemmercial Bank of Chiha Limited, incorporated in China;

(d) “NZD"means the New Zeatand Dollar, "RMB" means the Chinese Yuan, "USD" means the Unlted States Dollar and "AUD"
means the Australian Dollar;

(&) "Board"means the board of directdrs of the Bank; and
() Words and phrases-defined by the Order have the same meanings when used - this Distlosure Statement.

The financial statements of ICBC('NZ) for the six-month period ended 30 June 2018 form part of and should be read in
conjuncticn with this Disclosuré Statement.

This Disclosure Statement is available ot the Registered Bank's website at www.ichenz.com. In addmon any persoh ¢an frequest’
a hard capy- of the Registered Bank's Disclosure Statement at no ¢charge. The copy. wili-be provided by the end: of the second
womng_day after the day on wtich the request is received.
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Industrial and Commercial Bank of China {New Zealand) Limited Corporate Information

Address for Service

(a)

(&)

The name of the Registered Bank is the Indusiriai and Cormmercial Bank of China (New Zealand) Limited and ita registered
address with the Companies Office:ls:

Industrial and Commercial Bank of Chma (New Zealandy Limited:
PWC Towier, Level'11, 188, Quay Stréet;
Auckiand 1010, New Zeatand

The Bank's-website-address s www.ichcnz.com

Nature of Business

The:Bank wasincorporated on 13 March 2013.and was-granted a banking licence.on: 19 November 2013 by the Reserve Bank
-of New Zealand. The Bank. currently provides a range. of banking and’ financial products to retail, corparate and fristitutional
customears.

Details of Uitimate Parent Bank and Ultimate Holding Cormpany

(@

(b}

©

(d)

o

Ultimate Parent Barik

"The Bank’s-ultimate parent bank is the.Industrial and Gommercial Bark of China Limited {ICBC), incorporated in China.
ICBC.is. subject to regulatéry ovérsight by the China Banking and Insurance Regulatory Gommission (CBIRC) and the

Govemment of the People’s Republic of China (China). ICBC is not a-New Zealand registered bank and is not subject to
regulatory-oversight by the Reserve Bank of New Zealand.

The registered addréss:of ICBC is;

55 FuXingMenNei Strest,
Xicheng District, 100140,

Beijing, o
People’s Republic-of China

Uttimate Helding Company
ICBC is the Ullimate. Holding Company of the Bank,
Sharehalding in ICBC

As-at.31 March.2018, 68.11% of total shates in IGBC are-owned by the Chinese govemment. The remaining 31. 89% of

-the shares'in JCBG are held by public.shareholders. ICBG shaies are listed onthe Hong Keng: Stodk Exchange and

Shanghai Stock Exchange. Further details concernlhg the.shareholdings in ICBG are on the ICBC website:
www.iche.coimn.cn

Annual Repoit of ICBC
A copy of the latest (GBC -annual report is on the ICBC website; www.iche.com.cn
Bummary.on restrictions of supparting the Bank

There are no legislative, regutatory or other réstrictions of a legally eriforcéablé hature i China that may materially inhibit
the l2gal ablllty of [CBC to provide-materiaf financial support to the Bank:

Interests in 5% or more of voting securities of Registered Bank

The Bank is a wholly-owned subsidiary of [CBC.

Subordination of Claims of Creditors:

Priority of claims in the event of liguidation

inthe unlikely event that the Bank is put-into figuidation or ceases trading, claims of secured creditors and those creditors: set
out in the Seventh. Schedule of the Companies Act 1983 would rank ahead of the claims .of unsecured creditors. Deposits from
customers are unsecured and rank equally with-other unsecured liabilities of the. Bank.
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Guarantee

Guarantee arrangements

As at the date of this Disclosure Statement, the-bank is fully guaranteed by ICBC.

Acopy of the guarantes of the Bank's indebtédness given by ICBC is provided In the Bank's. Disclosure Statement for the period
ended 31 December2017. A copy of the Disclosure Statement can be oblained from the Bank’s website wwaw.icbenz.com,

~ There hias been no change in the terms of the guarantée since the date of signing of the year-and Disclosure Statement.
Details of the guarantor (Parent)

() Trie guarantor is ICBC: ICBC. is the Bank's Ullimate Parent.Bank and Ulimate Holding Company. ICBC is not & mémber

o)

©

of the Banking Group,
The address for service of ICEC is:
55 FuXingMenNei Sfreet,
Xichieng District, 100140,
Beijing; Peaple's Republic of Ghina

As at 31 March 208, the most recent publicly disclosed (Unaudited) capital of ICBC-was RMB 2,184,905 million per first
quarterly report financial - unaudited) {NZ$482,864 million}, representing 15.00% of risk weighted-exposure.

Credit Rating
{CBC “The Ultimate Parent Bank” has the following.credit ratings applicable to its fong-ferm senior unsecured obligations:
Rating AgéncyiRating | Moody's Investors Standard & Poor's Fitch IBCA, Inc.
Results Service, Inc. Corparation )
Long-term Foreign Al {Upper-medium A (Strong Capacity to meet | A {Strong Capacity t6 meet
Currency Bank Depasits | grade and low credit obligation but subject to obligation but vilinerable to
Rating risk). adverse economic adverse business or-economic
] conditions) condifiens),
‘Short-termi Foreign P-1 (Superior-ability o | A-1'{susceplible' to adverse | F1 {sirongest capacily for timely
‘Currency Bank:Deposits | repay short:term debl) | economic conditions but payment of financial
Rating ' satisfactory capacity to commitments)
meet ohligations)
Qutlogk Stable Stahle- Slable
Rating movement history

There has not been-any Standard & Poor's or Fitch Credit rating movement in the last 2 years.
On 24 May 2017, Moody's Investors Service changed the "Outlock” rating'lo “Stable” from “Negative”, reflecting the.change
to autiock on Chinese Sovereign rating. No' changes were made to any other ratings in the fast two years,

Details of the guaranteed obligations (Parent)

I_CBC fi.:ll_y guarantees due payment of all indebtedness of the Bank fo the Bank's.depositors and. ather creditors:.

(a}
(b}

(©)

()

There are ho-limits on the amount of the obligations guaranteed.

Termination of the guarantee under any. of the circumstances outlined-in clause & Termination of the Guaranieg is subject
to satisfaction of the relevant: obllgatlons in réspect of each crediter which have been Incurred on or prior fo the. date of
terminaticn.

Thiere are-no.material legislative. of regulatery restrictions in-China that would have the effect of subardinating the claims.
of the Bank's creditors under the-guarantee {o other glaims on ICBC In a winding up of ICBC.

The ICBC gudraritee does not have an expiry-date.

Directors

The responsible persan authorised to sign the Disclosure Statement on behalf. of the.Board, in accordance with section 82 of’
tha Reserve Banlk of New Zealand Act 1989, is Qfan Hou (Executive Director).

“The Baard comprises;

Donald Thomas Hrash, Chairmani, Indepentent Diréctor
Martin Philipsen, independent Director

John Glenn Dalzell, Independent Director

Qian-Hou;, Executive Director

Hongbin Liu, Nd_néExe_cutivé Birector

Mel Tao, Non-Executive Diréctor.

" 4 & 4 = &
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Auditor

The name and_-addres_s of the' auditor whese independent-auditor's review report is referred to-in this bisclos_ur_e. Statement is:

KPMG

KPMG Centre

18 Viaduct Harbour Avanue
Auckland 1140, New Zealand

Conditions of Registration for Industrial and Commercial Bank of China (New Zeafand) Limited

These conditions of registration apply on and after 1 January 2018. The registration of Industrial and. Commerma! Bank of Chma
(New Zealand) Liniited {“the bank")-as.a registered bank'is subjéct to-the following conditions:

1.

1A

1B.

That—-

{a) the Total capital rafic of the’ banking group i$ not less than.8%;

(b} the Tier1 capital ratio ofthe banking group is not less than 6%;

(¢} the Common Equity Tier 1 capital ratio.of the banking.group is not less. than 4.5%;

{d) the Total capital of the-banking group'is. not less than $30 million;

(e} the bank must ot |nc|ude the amount of an Additional Tier 1 eapital instrument or Tier 2 capital instrument isstued
after 1" January 2013 in the calculation of its capital ratios unless i has received a notice of non-objection to the
instrument from the Reserve Bank; and '

(f the bank meets ihe requirerrients of Part 3 of the Reserve Bahk of New Zealand decument “Application requirements

" forcapital recognition or repayment and notification requirements in respect of capital” (BS16) dated November 2015
in respect.of reégulatory capital instruménts.

For the purposes of this.condition of reglstration, —

the Total capital ratio, the Tier 1 capital ratio, the Commaon. Equnty Tier 1 capital ratio and Total capital must be calculated
“in accordance withthe Reserve Bank of Néw Zealand document: “Capital Adequacy Framiework (Standardised Appioach)”

(BSZA] dated November 2015;

an Additional Tier 1 capital instrument s an instrument that meets the requiréments of $ubsection 8{2)(a) or (¢} of the

Reserve Bank of New Zealand document “Capital Adequacy Framework (Standardised Approach)” (BS2A) dated
November 2015.

aTiér 2 capitat instrument is an instriment that meats. the requirements’ of subsection $(2){a) o (] of the Reserve Bank of
New Zealand document “Capital Adequacy Framework (Standardised Approach)” (BS2A) dated November 2015,

That—

{a) the bank has.an intemal capital adequacy assessment process (“ICAAP") that.accords with the requiréments set out
in the document “Guidalings. on a bank’s intemal capital adequacy assessment process {ICAAPY (BS12) dated
December 2007,

(b} undetr its ICAAP the bank identifies and measures. its “other material risks” defined as all mdteral risks' of the
banking group that dre not .explicitly captured in the caleulation of the Cominan Equity Tier 1 capital ratio, the Tier
1 capitalratio and the Total capital ratio under the requirements. sef out in the document “Capital Adequacy Framewcrk
{Standardised Approach)” (BS2A) dated November 2015; and

(c) the'bark determines-an internal capital aliocation for. each identified and measured “other material risk”,

That, if the buffer ratio of the banking gioup is:2.5% or less, the bank must;

(@) according to the following table, limit the agaregate dzstrlbmlons of the bank's-earnings to the percentage limit fo

distributions that corresponds to thé banking group's buffer ratio:

0% ~0.625% 0%
>0.625 —1.25% 20%
#1.26 = 1.875% 40% .

>1.876 - 2.5% 60%

(b) prepare a capital plan {o restare the banklng graup's buffer ratic to above 2.5% within any timéframe datermined by
the Reserve Barik for restoring the buffer ratio; and

() “have the capital plan-approved by the Reserve Bank..
For the purposes of this condition of registration —

“puffer rati”, "distributions”, and "earnings” have ihe same meaning as in-Part 3. of the Reserve Bank of New Zealand
document; “Capltal Adequacy Framework {Standardised Approach)” (B52A) dated November 2045,
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2.

That the bariking group does not .canduct any non-financial activities that in.aggregate are material refative to’its total
acfivities.

Inthis condi_ti'on of registration, the meaning of "material” is based an ger_‘_ne_ra[l_y'a_c_cep'ted_ accounting practice.
That the banl_{ing group’s Insurance business is noi'grea_ter-than 1% of its total conso!i'g]a'_t_ed asseis__.

For the purposes of ihis condition of reglstration, the banking group's insurance business is the sum of the following
amounts for entities in the banklng group

@ i the business of an entity predominantly consists of insurance business and the entity is riot a subsidiary 6f another
‘enfity in the banking group whose business: predomlnantly cansists of insurance. business, the amount of the
‘Insurance busihess to sum is the total consolidated asséts 6f the- group headed by the entity; and

{5)" i the entity conducts insurance busingss and its business does not predominantly eensist of insurance busiriess and
Ihe entity is not a-subsidiary of another. entity in the -banking group; whose business predominanﬂy consists of
insurance business, the amount of the insurance business to:sum i§ the total liabilities relating ta the entity’s insurance:
‘bissiness plus ihe equity retained by the entity.to-meet. the solvency or financial soundness needs of its insiifance
business.

In determining the total amount of the banking group’s insurance business—

{a) all amounts must relate to on balance sheetitems enly, and must comply with generally accepted accounting practice;
and

(b) if products or assets of which an insurance business is comprlsed also contain a non-insurance: component the whoie
" of such products or assets must be cansidered part of the insurance bisingss.

For the purposes of this condition of registratian,—
“‘ingurance business” means the undertaking or assumption-of liabillty as.an insurer undeér a vontract of insurance:

‘insurer” -and “contract. of insurance” Have the same meaning as. provided in sections 6 and 7 of the: Insurance.
(Prudential Supervision) Agt. 2010.

That the aggregate t_‘._redii exposures. (of a non-capital nature and net of any allowances for impaiment) of 1he banking
group o all. connected:persons do not exceed the rating-contingent limit oitlined i thie following matrix; -

AAlAaZ and above 75
AA-IBa3 ' 70

A+IAT 60

AlA2 40

A-1A3 30
BBB+/Baai and below ' 15

Within the rating-contingent limit, credit exposures (of a non-capital nature and net of any allowances-for impairment) o
nen-bank connected persens shall not exceed: 15% of the banking group's Tler 1 capital..

For the, purpeses of this cond:tion of regisiration, cempliance with the rating-contingent -connected exposure limit 7s.
determined In dccordance with the ‘Reserve Bank of New Zealand document entitied “Connected Exposures Policy™ {BS8B)
dated November 2015,

That expostres to connected persons are not on more favourable terms (eg. as relates fo such matters as credit
agsessment, tenor, interest rates, amortisation schedules and requirement for cellateral) than-correspanding exposures to
non:connected persons,

That the-bank complies with the following corporate governance requirements:

{8) the board of the: bank must have at least five directars;
{by the majority of the board members must be non-executive directors;

(). atleast half of the board members must be independént directors;

{d) -an alternate director,—

(H for a non-executive director must be nor-executive: and
{iiy for an independent director must bg independent;

(e)' at_least half of the independent directors of the bank must be ordinarily resident In New Zealand;
| the chairpersan of the boatd of the bank must be independent;

This table uges the raling scales of Standard & Poor’s, Fiich Ratiags- and Moody's Investers Service. (Fitch Ratings'
scale is identical to Standard & Poor's.))
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10.

H..

12;

13,

{g) -thebank's conatitution must not inciude any provision permitting a director, when exercising powers or perferming -

duties as-a dlrector to act other than in what he or she believes is the best interests of the company {i.e; the bank);
and

{hy that the business and affairs of the bank are. managed by, orunder the direction or supervision of; the board of.
© the bank.

Forthe purposes of ihis condition of reg!stration “non-executive” and * lndependent have the same meaning as inthe
Reserve Bank of New Zealand documient entitled “Corporate Governance” (BS14) dated July 2014;

That no appolntmen{ of any director, chief executive officet,.or executive who feports or is aceountable directly fo the
chief-executive officer,.is made In respect of the bank unless;

(@) the Reserve Bank has been supplied with a-copy:of tha curiculum vitae of the proposed appdintee; and-
(b} the Reserve Bank has advised thatit has ho cbjection ta that appaintment.

That a person must not be appointed as chairperson of the board of the bank unless:

(a) the Reserve Bank has been supplied with a copy of the curnculum vitae of the proposed appoinieg; and-

(b} the Reseive Bank has advised that it hias no objection-to that appaintment,

That ihe bank has 4 board audit commiittee, or other separate board ccmmlttee covering audit matters, that meets the:
fallowing requirements:

{a) the mandate of the committee must include: ensuring the mtegrlty of the'bank’s fnanclal controls, reporting
systems and internal audit standards;

(b) the corimitiee must have at leastthree mermibers;.

(0) every member of the comimittee must be-a non-exacutive director-of the: bank;

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

{e) -the chairperson of the conifmitiee must b independert and must not be the chairperson of the bank.

For thie purposes of this condition of registration,. “non-executive” and “indepandent” have the samé meaning asinthe
Reserve Bank of New Zédland document entitled “Carparate Govemance' (BS14) dated July 2014

That a substantial progiortion of the'bank's business is c'ond'uc'te_d'in and from New Zealand.
That the bariking group complies with the foliowing quantitative requirements for Iiquidity-risk management:.

(a) the one-week mismateh ratio of the bankinig group is not less than zero per cent at the:end of each business day;.

{by the.one- month mismateh ratio of the banking group is not less-than zero. per cent at the end of each business

day; and

{c)  the-oné:year core furiding ratio of the banking group is not less than 75 per cent at the end of each business day.

For-{hie purposes of this condition of registration, the ratios identified mustbe caleulated in accordance with the Reserve
Bank of New Zealand documents entitléd “Liquidity Policy” (BS13) dated January 2018 and “Liquidity Policy Anngx:
Liguid Assets” (BS13A) dated December 2011,

“Fhat the bank has an intemnal framewaork for llquidity: risk management that-Is adeguate in the bank’s view for managing

the bank’s liguidity risk at a prudent level, and hat, in particular;

(a). is clearly documented and communicated to all those In the organisation-with respensibllity far managing liguidity
and liguidity-risk;
(b) identifies responsibiity for approval, oversight and implementation of the framework and policies for liguidity
© risk management;

() Identifies the. grincipal methods that the bank will use: for measuring, monitoring ‘and controlilng liquidity risk;
‘and

{d) ~considers- the material sources of siress (hat the ‘bark mrght face, and prepares the bank'te manage sfress
" through a contingency funding plan.

That na more than 10% of total assets may be benéficially owned by a 'SPV, For the purposes of this condition,—

“total assets™ means all assets of the banking group plus any assets held by any SPV that are not included in the
banking group s asseéts:

“SPV” means & person—
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14,

15.

18,

17,

{a) to whom any member.of the banking group has sold, assigned, or otherwise transferred any asset,

{b) who has granted, or may.grant,-a security interest in its assets for the benefif of any hiolder of any covered bond;

~and

{¢) who carries on no other business except for that necessary o incidentat to guarantee the ohligations of any’
- member of the banking group under a covered bond:

“covered bond” means. a.debt security issiled by any member of the banking group, for which repayment to holders is -

guaranieed by a SPV. and investors retain an.unsecured claim on lhe issuer.-

That—

(a) no member of the banking group may give effect to a qualifying. acqmsmon or.business combination that meets
{he nofificafion threghotd, and does nat meet the non-objection threshotd, unless;

@i} the bank has notified the Reserve Bank in writing of the intended. acquisition or business .co_rnbin_ation and
at least 10.working days have passed; and

{ii) at the time of notifying the Reserve Bank .of {he intended acquisition or business: combinaticn, the bank
provided the Reserve Bank with the information teguired under the Reserve Bank of New Zealand Banking:
Supervision Handbook document “Slgnificant Acquisitons Policy” (BS15} dated Decembeér 2011; and

(b} no member of the. banking group may give effect to a qualifying acquisition or business combination that meets

the non-objection threshold unless:

() the bank has notified the Reserve Bank inwriling of the intended acquisition or business cambinatlon;

(iy at the time of notifying the. Reserve Bank of the intended acquisition or business combination, the bank
provided the Reserve Bank with the infarmation redqulred under the Reserve Bank of New Zealand Banking
‘Bupervision Handbook decument *Significant Acquisitions Policy” (BS15) dated December 2011; and-

(it the Reserve Bank has giver the bank a nofice -of non-objection fo the signlﬁcant acquisition or business
combination,

‘For thé. purposes of this.condition of registration, "qualifying acquisition or Busiriess combination”; *netification threshald”

and *non-objéction threshold” have the.same meaning as in the Reserve Bank .of New Zealand Banking Supervision
Handbook document *Slgnificant Acquisitions Policy” (8315) dated December 2011,

That, for a.loan-to-valuation measurement period, lhe total of the bank’s qualifying new mortgage lending amount in
respect of property-investmant residential mdrtgage. loans with a loar-{o-valuation ratio-of mere than 65%, must rot.
exceed 5% of the lotal of the qualifying new martgage !endmg amount in respect of prapery-investment residential
mortgage loans arising.in the loan-fo-valuaticn measurement pericd.

That, for a foan-to-valuation. measurement period, the total of the Bank's qualifying new martgage lendirig amount in
respéct of non-property-investment residential mortgage loans with a loan-to-valuation ratio of more than 80%, must
not exceed 15% of the lotal of the qualifying new morigage lending amount in respect of non property-investment
residential mertgage:-loans arising.in the:loan-to-valuation measurement:period.

That the bank must.not make a resideritial mortgage loan unless the terms and conditions of the foan contract or the
terms and conditions for an associateéd mortgage require that a borrower. obtain the registered bank’'s agreement before
the-borrower can grant to-another person & charge over the residential property used as secunty for.the loan.

In ihese condifions of registration —

"banking group” meaiis Industrial nd Commercial Bark ¢f China (New Zealand) Limited (as reporting entity) and all
other entities included Irithe group.as defi néd in section 6(1) of the Financial Markets Conduet Act 2013 for the purposes
of Part 7 of that Act. .

“generally accepted dccounting practice™ has the same meaning-as in séction 8 of the Financial Reparting Act 2013,

In conditions of registration 15 {o 17—

“loan-io-valuation rtatic”, “non propery-Investment residential mortgage loan”, “propery-investment residentiaj
mortgage |oa’, ‘qualifying new mortgage lending amount in respect of property-investment residential mortgage loans”,
*gualifying new mortgage fénding amouit in- respect -of ‘non property-investment residential morigage. loanis”, and
“residential mortgage loan” have the same meaning as in the Reserve Bank of Néw Zealand document enfilled
“Framewark for Restrictians on High-LVR Residential Morigage Lending” (BS19) dated January 2018:

“Ipan-to-valuation meastrément pericd” meang a period of six calendar months: endmg on-the last day of the sixth
calendar month, the first of which ends on the last day-of June 2018,
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Changes In Condition of Registration:.

The condifiens of registration. rélating fo residential mortgage lending to property investors and non-property investors has been
amended. The new conditions will allowa small (5%} flow of investor morigage fending with LVRs: greaterthan 65%, and & 15%
flow-of nen-property investor lending with LR above 80%. The amendmént to the threshald for investor loans éounting as high
VR (§5%) will also allow some ‘additional laans to meet the criteria for the combined caflateral exemption. .

Refer td-a revised verslon of “Framework for Restriclions on High-LVR Residential Morigage Lending” {BS1%)'which imiplements
the changes described above.

Refer to a revised version of “Liquidity- Policy” (BS13) which damends the definifion of total loans and advéandes,
Pending Proceedings or Arbitration
As at the date of {his Disclosure Statemerit, there dre no.pending legal proceedings or arbitfations ¢gnéerning any member

of the Reqistéred Bank's Banking Group, whether in New Zealand or elsewhere, that may have a malerial adverse.eflect on
the Registered Bank or any other member of the Banking Group,

Credit Ratings
ICBC NZ Rating Iinformation

On 26 May 2017, Maody's Investors Service.changed the “Outlook” rating to “Stable” from “Negative™, reflecting the change
to ihe outlook on Chinese Sovereign rating. No changes were-made to any other ratings in the fast two years.

Rating Agency/Rating Resuilts

‘Standard & Foor's
Ratings Services

Moody's Investors
Service, Ing,

Long-term credit Rating A Al
Short-term credit Rating A P-1
‘Cutlook Stable ‘Stable

There have been na changes to the credit ratings or rafing outlook assigned by Standard & Poor's Ratings Services since

the ratings were obtalned on'2 July 2013,

A credit rating is not a recommendation tc buy, se!l or hold securities of the. Bank, Such rat{ngs are subject to revision,
qualification, suspension or withdrawal at.any time by the assigning rating agency. Investars in.the Bank's securities. are

cautioned to gvaliiate each rating independently of any.other rating.

Rating Information

Theé follewing is @ summary of the descriptions of the major ratings categories of €ach rating ageney for the rating of long-

term-senior-unsecured ob}lgat!ons

. . Standard & Moody's. _ _
Fltc?nLB.GA,_ Poor's Investors Description of Rating'?
" Cormporation Service, Inc. )
AAA A AN Ability fo repay principal and interest is.extremely strong,.
i Asa This is.fhe highest investment category.
AA AR Aa _xzrgnset;qn_g-abllity o repay pringipal and interest in a timely
Strong ability to repay principal and interest although
A A. A susceptible to adverse changes in economic, business or
financlal coriditions.
. e Adequate ability to repay principal and interest. More
BBE BBB Baa vulnerable o adverse changes {(lowest "invesiment grade™).
i ‘Significant uncenainties-exist which-could affect the payment
BB BB Ba
- : of principal and interest on-a fimely basis.
B. B 8 Greater vulnerability and. greater fkelihood of default.
Likelihood of default considered high Timely repayment of
CCC -CCC Caa principal and intefest depends on favourable financial
conditions.
CC-C. CC-C Ca-C Highest risk of default.
RDto D D - Obligation currently in default.

' Moody's apphes nimeric mooifiers. to' sach generic raling categoty from Aa lo 8, Indicating that the counterparfy is (1) in the higher
end of its leffer rating category, (2) In mid-range, or (3} it fawer end. Fifeh and S&F apply plus (+) or minis.(+) signs o ratings from
"AA" o "CECT to Indicate relative standing within the major rating calegories.

2 Cradif rafings. are statements of opinion issues by rating agencies. A cradit rating is nota staterien! of fact, an endorsement of the
rated entity, or @ rocommendation to. buy, hold, of sell securifies. Analylic services: prowa‘ed by rating agencles are the result of
separate activilias das.‘gned fo praserve the mdependence and-objectvity of rarmg opinions.
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Other Material Matters
The Registered Banld's Birectors are of the: opinjon that there are no other matters relating to the busmess or affairs of the
‘Reglstered Bank or its Banking Group ihat are not ¢ontalned elsewhere in this Disclosure Statement and which would, if

disclosed, materiglly affect the decision of a person.to subscribe for debt securities of which the Registered Bank or any
meimber of the Bank]ng Group is the issuer;

Directors® Statements
Each.Director of the Regi_s;terer__j Bank.states that he or she belleves, after due enquiry; that:
1. As at the date.on which the Disclosure Statement Is signed:

(a} The Disclosure Statement contains all the information that is reguired by the "Registered Bank Dis¢losure.
Statements (New Zealand Incorpdrated Registéred Banks) Order 2014 (as amended)" {"the Order"); and
(b} The Disclosure Statement is not falsé or misieading..

2. Buring the six months ended 30 June 2018:

(2) the Registered: Bank has complied with ail conditions, of registration that apphed durinyg the pariad;

{6} Creditéxpasures to connected parsons were not corifrary to the interest of the Banking Giroup; and

(c) The Registered Bank had systefs in place to monitor and contéol adequately the Banking Group's material risks,

' inclirding credit risk, concentration of credit risk, Interest rate risk, currency risk, equity risk, liquidity risk,
.operatianal risk and other business risks; and that those systems were being progerly applied.

This Disclosure Statement Is dated 30 August 2018 and has been signed by Qizn Hou as the responsible persan for and an_
behalf of all the Directors (by Dirsctors' resolution):

Qign Hou )
Executive Directar
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Appéndix 1 - Finarncial Statéments.

Industrial and Commercial Bank of China (New Zealand) Limited

Financial Statements for the six months ended 30 June 2018
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Financial Statements for the six months ended 30 June 2018 IcBC @) PEIMRG

STATEMENT OF COMPREHENSIVE INCOME

Unaitdited Unaudited Audited’
: . s 30 June 2018 30 June 2097 31 December 2017
| Thousands of dollars Note. & moniths & months 12 months
Interest Income 35,528 19,350. 47,289
Interest Expense (18,598} (10,859) (25,317)
Net Interest Income 16,930 8,691 21,972
Net gains/ (iosses) on financial instruments at fair :
value through P&L ' ' 9558 {1,886) 7,432
Other Income 2 {8,467) 2,653 (6,402}
Total operating income 18,021 9,378 23,002
Operating éxpenses _ {8,407 {6,826 {14,523)
Impairment provisioning on loans and advances g . i
rstomere 3 (7.593) (1.872) (12,563)
Net profit{loss) before taxation 2,021 1480 {4.084)
Taxafion (expense)f banefli. 4 {566) 704, 2:885
Net profitijloss) after taxaﬂo_r_l 1,455 1,974, {1,199)
Other comprehensive income, net of tax
Other comprebensive ifncome which will not be ) _
reclassified to. profit or loss B -
Other comprehensive income which may be _
reclassified to profit or loss - -
Tatal other comprehensive Income, netof tax - - -
Total comprehensive Income 1,455 1,974 {1,199)
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Financial Statements for the six months ended 30 June 2018 ICBC @ HE T #RTT

STATEMENT OF CHANGES [N EQuITY

Thousands of dollars Note Share Capital  Retained Earnings Total

‘For the six months ended 30 June 2018

{unaudited)
Balance at 31 December 2017 145,460 (6,165) 136,205

' ‘Chariges-oninitial application of IFRS 9 1 - (665) (565_j
Balance at the begirining of thé periad 145,460 {6.830) 138,630
Capital injection frﬁm‘ sharehaolders: -88,080 - 88,080
Net profit{loss) for the period - 1,455 1,455
Total equity movement for the period 48,080 1,455 89,455 |
Balance at 30 June 2018 233,540 {5,375) 228,165
For.the six months ended 30 June 2017
{unaudited)
Balance at the beginning of the period 145 460 (4,966) 140,494
‘Capital injection from shareholders - - -
Net profiti(loss) for the period - 4,974 1,974

~ Total equity movement for the. period - 1,974 1,974
Balance-at 30 June 2017 "145,460 {2,992} 142,468

.For the yearended 31 Decermber 2017 (audited)

Balance at the beginning of ihe year 145,460 {4,866) 140,494
Capital injection from shareholders - - -
Net-profitiloss) for the year - {1,199) 1 ._1'99_)'
Total equity' movement for the year - (1:499) (1,199)
Balance at 31 December 2017 145,460 (6.165) 139,205
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Financial Statements-for the six months ended 30 June 2018

IcBC @) HEIEES

STATEMENT OF FINANCIAL POSITION

Unaudited Unaudited ~Audited
Thousands of doliars Note  30June 2018 30 Junezgty 1 December
Assets
Cash, cash equivalents and balances with centralbanks 484._728 41,150 328,294
Amounts due from related parties 10 31,091 5,213 12,605
Dia from banks and other finandial Institutions 361,885 402,360 -
Financiat assets designated at fair value through profit or loss - . .
‘Financlat segurities 41,992 47,445 40,228
Available»for-sale assefs - - -
Derivative Financial Assets 6,387 255 273
Loans and advances to customers 59 1,564,364 934,603 1,269,507
Property, plant-and equipment 282 626 428
lritanglble assets - - -
Current taxation - - -
Deferred tax assets 7,523 1,553 5,538
Other assets 6,645 3,084 5,162
Total assets 2,505,277 1,137,189 1,862,033
Liabilities
‘Due'to central banks and other financial institutions 1 1 1
Amounts dus to refated parties 10 13 24,654 383,417 585,362
Derivative Financial Liabilities 218 203 316
Deposits fram customers: 4 480,766 255,608 419,520
Certificates of Daposit 7 112,845 49,703 54,679
Subordingted loans-due to related partles’ 8 70,000 - 35,000
Debt securities fssued 7 465,453 295,479 311,305
Deferred tax liabilities - - -
Current tax payable 2,457 782 1,842
Other liabllities- 20,117 9,520 14,613
Total Nabllities 2277112 8994721 1,522,738
Shareholder's-aqulfy
Sharé capital 233,540 145,460 145,480
Reserves (6.375) (2,992} {6.165)
Total shareholder's equity 228,165 1_42,46_8' 138,285
Total shareholdér's equity and Habilities 2,505,277 1,137,189 1,662,033
Total intarest earning and discount bearing assels 11,18- 2,474,048 1,114,808 1,631,335
Totalinterest and discount bearing liabilites 12,18 2,182,828 824,110 1,430,402

The accouiiting pdlicies and other iotes (1-21) form part of, and should be read in conjunction with, these Financial Statements..

Thasefinangal statements were approved by.the dirgctars on 30 August 2018 and are stgned.oi théif behalf by:

" Qian Heu
Executlve Diractar

ICBG {N2) Disclosure Statement | 15.



Financial Statements for the six-months ended 30 June 2018

ICBC &) PELHEES

STATEMENT OF CASH FLOWS

Unaudited Unaudited ~ Audited
_ ) 31 December
30June 2018 30 June 2017 2047
Thousands of doliars 6 months 6 months 12 months
" Cash flows from operating activities
Interest income 35.492 18,361 47,869
Other income (3,727} (449) 1,121
Personnel expenses 4,673} {3,818) {B,486).
Other operaling expenses _(3.-820}." (2,348) (5,920)
I'nte rest expense {15,315) (9,513) (22,1 _35)
Taxes pald (2,177} (562) (1,307)
e e o gL 4AbHs petors Eares
Changes in cperating assets and liabilities arising from cash-
flow movements:
{(Increase)/decrease in loans and advanicés to customers (301,917 (235,662) {581,747)
{Increase)/deciease in amounts due from other financial institutions - - -
Increase / (decrease) in deposits from customers 61,246 105,807 269,721
Increase/{dacrease) in-amounts due {0 related paitles {6,707) {36,764) 165,887
Increase! {decrease) in amounts due to financial institutions - - -
{Increase} / decrease in other assets - {15) -
Increase/(decrease) in other fiabilities (156) {19} 260
{IncreaseVdecrease in amounts due from related parties. (8,019) {5,213} {12,605)
increase / (decrease) in certificates of deposit - 58,166 16,253 21,229
Net change in operating assets and Habilities {197,387} {155,603} {137,455)
Net cash flows from operating activities {191,607} {154,032) (126;314)
Cash flows frém investing activities
Purchase of propery; plant and equipment (31} - (10)
Purchase of financial securities (2,000} (6,963) -
Net.cash flows from investing activities- (2.031} .(6,963) {10)
Cash flows from financlng activities
‘Capital injection from shargholders: 88,080 - -
Increase in subordinated loans due to related parties. 35,000 - 35,000.
Increase in debt securities issued. 153,345 192,986 208,605
Net cash flows from financlng activities 276,425 192,986 243,605
Increase/(Decrease) In cash and-cash equivalents 82,787 31,991 117,281
Cash and cash-equivalents at beginning of year. 119,481 2,210 2,210
Effect of exchange rate changés on cash and cash equivalents - - -
Cash and cash equivalents 202,278 34,201 119,491
Cash and cash equlvalents at énd of the perlod comprised:
Cash, cash equivalénts and.balances with central banks* 484,728 41,150. 328,204
Due from banks and otherinstitutions classified as cash equivalents 361,885 102,380 -
Amaunt due from refated parties _ 10,4867 - -
Due to central banks and other financiainstitutions classified as .
cash and cash equivalents ' o m Q] (1
égj?:ggﬁge to relatéd parties classified as cash and cash (654,801) (1 09‘3'0'3) (29'8'.502)
* Total cash and cash equivalents 202,278 -34,201 119,491

* Nostro actount balance held with- parent and-confrolled entities of uliimate parent as at 30 June 2018.is $9,848K {30 June
2017: 34,731K, 31 December 2017 $3,284K). This is.included in cash and cash equivalents balance,
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Financial Statements for the six months ended 30 Juna 2018 icBC @ PEIFARN

-STATEMENT OF CASH FLOWS {CONTINUED)

Unaudited Unaudited ~ Audited
B 31 December.
30 June 2018 30June 2017 o 2017
Thousands.of dollars & months 6 months 12 months
Reconcillation of net profitafter taxation to net cash-flows from
operating activities
Net profitf{loss) after taxation 1,455. 1,974 (‘!.199)
Non Eash movemants:
Unrealised fair value adjustments {6} 73 174
Depreciation 197 206 414
Amortisation of intanginles - - -
Amortisation of firiancial instruments 231 194 450
Increase in collective allowance for impairment’logses 7,593 1,372 12,552
Lpss on'written-off financial assets - ) 17
Galn on bad.debts recovery - - (6)
(Increase)fdecrease in deferred expenditure - - -
Unsecured lending losses - - “
Unrealised foreign exchange ldss/(gain} {4.813) (938) {79}
(iIncrease)fdecrease in deferred taxation {2,127 (1,553) (5,538
Amortisation of debt securities fssued 10 (463) (1,118)
i ncrease In operating assets and liabllitles 1,086 {1,410} 6,863
(Increase}/décrease in inferest feceivable (825} {1,031} (1,458}
Increasef(decreass) it payable accruals 3,274 1,146 4,297
(increase)/decrease in loans and advances to customers: (301,917} (235,652) (581,747)
(!ncr_ease)!decrease in a_moun'ts du_e.from'ol_hgr-ﬁnancia!"institutions - - -
Increasef{decrease) in deposits from customers 61,246 105,807 269,721
increase/(decrease) in certificates of deposit 58,166 16,253 21,229
Increasef(decrease) in amounts due to other financial instittitions - - -
Increase/(decrease) in other liabilities 776 695 2,636
Increasel{decrease) in amounts due to related parties {6,707 (36,764) 165,687
{Increase}/decrease-in curent taxation 516. 198 1,348
(Increase)decrease in other assets (658): (333) (1.084)
{Increaseldécrease in amounts due from refated paries {8.019) (5,213) (12.6055
Net cash flows from operating:activities {191,807) {154,032) {126,314)

Reconciilation of liabilities arising from financing actlvitles
For the six manths ended 30 June 2018 (unaudited)

Non-cash changes.
_Foreign

31 December Net N 130 June
PP Amortisation Exchange :
2017 Casiflow "7 - moverment 2018
Subordinated loans dug to p i . :
refated parties 35,000 35,000 - . - 70,000
Debit securities issued 311305 153,345 10 783 A5 453
Total labiltles from 346,305 188,345 10 793 535,453

financing activities
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Financial Statements for the six months ended 30 June 2018

icBC ® PETIHRG

STATEMENT OF CASH FLOWS (CONTINUER)

Reconciliation of liabilities arising from financing activities

For the six months ended 30 June 2017 (unaudited)

Non-cash changes

Forelgn

31 December Net - : . 30 June
S ; e, Amortisation Exchange
2018 Cashflow fnovement 2017
Subordinated loans due-ta ) .
‘related parties T " B B
Debt securities issued 103,894 192,986 (463) {938} 295,479
Total liabilities from 103,894 192,986 (463) {938} 295,479

finaricing activities

Reconciliation of liabilities arising from financing activitles

For the year ended 31 December 2017 {audited)

Non-cash changes

. ) : ) Foraign e
31 Decerggf ; Net Cﬂa:: Amortisation Exchange 3 Decen;gf;
: movement
Suberdinated loans. due to .
related parties - 35,000 - - 35,000
Debt sectrities issued 103,894 208,605 (1.118y (76) 311,305
Total liabilities fram 103,894 2 43,605 ,118) [?S) 346,305

_fiiancing activities
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Notes to and Forming Part of the Financial Statements ICBC'@ RAIBAT

As at 30 June 2018

Note. 1 - Statement of Accounting Policies
{1) Reporting Entity

The reporting enfity is Industrial and Commercial Bank: of China (New Zealand} Limited (the "Bank"). The Bank does not
prepare group financial statements asthe Bank does not have any subsidiaries. The Bank is registered-under the Companies
Act 1893 and is incorporated in-New Zealand: The Bank was. incorporated on 43 March 2043. The ﬁnancxal statements are
for the shxmonths ended 30 June 2018.

THese financial statements have.baen prepared in accordance with the requirements of the Companies Act 1993, the
Finangcial Markets Conduct Act 2013, and the Registeéred Bank Disclosure: Statements (New Zealand Incorporated
Registered Banks) Order 2014 {a$ amended} (the “Order),

They were approved for Issue by the Directors on.30 August 2018, The address of the BanK's registered office is Level 11,
188 Quay Streef, Auckland 101D; Néw Zealand. The Bank provides its products and services to retail and
wholesalefiristitutional customars,.

{2) Basis of Preparatlon

These interim financial statements are for the Bank for the six months ended 30 June 2018, They have aiso.been prepared
i accordance with Generally Accepted Accounting Practice. in New Zealand, as appropriate for profit oriented entities, and
the-New Zealand Equivalent t¢ International Acceunting Standards 34, Inferim Flnancial Reporting (NZ [AS 34), Internafional
Accounting Standard 34 (JAS 34), and the Qrder, .and sheuld be reéad'in.conjunction with the Bank's financial statements for
the year ended 31 December 2017. These interim financial statenérits do not fnclude all the disclogurss. requ:red for full
annual financial statements and ate cohdensed financial statements in accordanice with NZ IAS 34,

The financial stateménts’have been prepared on'a going-concern basis in-accofdance with the historical cost convention,
except for derivative financial instruments, financial assets and liabililes held for trading, financial assets and liabilities
designated at fair value through proﬁt or Inss and availanle<for-sale financial assets that have been measured at falrvalue.

For‘the purpose of the Statement of Cash Fidws, die-from banks and other financial instiftitions are tréated as cash anid
cash equivalents-as these are short-term highly liquid investments with original maturities of less than three months from the
date of acquisition.

{3) Presentation Currency

The reporiing currency -of these financial statemenits is New Zealand dollars; the ¢urency of the- primary. economic
@nvirenment in'which the Bank operates ("the functional currency*}. The financial statements are presented In New Zealand
dollars and rounded to the nearest thousands.($'000) unless-otherwise stated.

(4} Critical'accounting estimates and Judgements

The preparation of financial statements in confarmity with NZ IFRS requires the use of certain critical accounting astimates.
iManagentent.is required to-make judgemnents on accounting policiés. and éstimates-concerming the carrying values-of
assets and liabifities. that are not readily available from other sources, These estimates and associated assumptions are
based on historical experience and vaitous-other facts appropriate to the particifar circumstances. Actual results may differ
from these estimates.

Estimates, judgements and underlymg assumptions are réviéwed onan ongoing basis. Revisions to accounting estifnate’s
are recognised In the penod in which the estiinate is revised and.in any future periods affected.

The informatien absut estimates and assumptions in applying. accounting policies that havé the most significant effect.on
the amounts recognised in the financial statements is included in the following accounting policies and notes:

—  Impairmént Aliowarice: (Note 3)
-~ Deferred Taxatiori {Note 4)

Estimation uncertainties:.

During the period, a borrawer Group operating in multiple jurisdictions, entered inte voluntary administration as a resuit of
on-going invéstigations that had heen carried out by regulators in'those jurisdictions. The total &mount of fending 1o the
Group amounted to-$33.4 million as af 30 Juné 2018, As atthe date of approval of the:Bank's disclosure staternents, the
various administrators were still In the process of fi finalising the estimated recovery from the'assels of the Group, Thé
various administrators have prepared their first administrator report but due to the complexity of the Group and the
involvement of other regulators form other jurisdictions this report is naturally a very eatly estimate of the dutcome for
secured lenders of the group.

The on-géing regulator investigations durlng the penod represent-an indicator of impairment.as at the-end of June, and the
Bank has made a further specific provision amaunting te $6.2 millicn to- brmg the tatal provision to. $18:4 million, of the total
outstanding principal financed to the Graup, The determination of provision is highly judgemental and is subject to’
significant estimation uncertainty due to the following reasons;
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Notes to and Forming Part of the Financial Statements IcBC () HEIMAT
As &l 30 June 2018

Note 1-- Statément of Accounting Policies {continued)

(8}

- Complexity in the Group structure, due to its presence in mulfiple jurisdictions and the inter-rélation .of
operations’ amangst subsidiaries. Additional ime wili be required for the adminfstrators to form a conclusive
view o the level of recavery of available funds to pay creditors;

=~ Multiple administrators invelved in the assessment of valuation and recoverablhty of the Group's assets; and

- Theinvolvement and oversight of different regulators in the process

Given the.uncertaln tlmlng of the administrators’ final assessment and-amount of the expected loan recovery, the. eventual
provision could vary substantially from the amounts shown in thése financial statemients. The provistan, hawever,.
represents management's best estimate based on the most recent information availabie as at the date-of approval of the
disclosure staterments.

Changes in accounting policies

Accounting.pol'icies are- ccnéisten_t with those applied in the "Dis_clbsu_re Statement for the year ended 31 December 2017,
exceptas'disclosed below.

The fol[owlng new amendmentto standards relevant to the Banking has been adopted from 1 January 2018 and have been
apphed in the preparation of these financial statement;

NZ [FRS 9 Finandial Instruments: Classification and Measurement: efrectnre for perieds on or after 1 January-2018 has been

-adopted. This standard replaces the existing guidance in |AS 38 Finaincial insfruments: Recognition and Measurement, IFRS
8 includes revised guidance an the classification and measurement of financial instruments,-a new expected credit loss
madel for caloulating impairment on financial assels, and new general hedge accounting requtrements It alse carries forward
the.guidance an recognition and derecognition of financial instrumeénts.from 1AS 38.

IFR§9iscna retraspective basis and includes an exception from the requirement to restate comparative-infarmation, The
bank plans te use the exemption from festating comparative information and will recognise any impactan accumulated profit
or loss and reserves against the opening. balarice of retained profits and reserves-at 1 January 2018,

The following -changes to accouniing policies due to the application of this standard have been applied to these interim
financial statements.,

Financial assets; _ _ _ _ _ _
The Bank classifies its financiat assets‘as subséquently measured. at either ammortised cost or fair value on the basis-of the
Bank busingss model for managing the financtal assets and the contractual cash flow characteristics of the financial assets.

The key changes are summarised below:
- The Held-to-maturity. and Available-for-sale categories were.eliminated;
i A new assel calegory measured at Fair value through other comprehens:ve income (FVOC)) was mtroduced

‘A financial asset is meastired.at amortised cost only if betf the folloving conditions are met:
- The financial asset is held within a business mode! whose objective is to hoid assets in order to collect contractua{
cash flows;and
- The onfractual terms of the financial assat represent coritractual cash flowws that are solely paymerits of principal
and interest

Financial Hiabilities _ _ _ _

Classification of financial liabililles remained largely unchanged and confinue to be measured at amortised.cost,

Change to impaitment of financial assets

The NZ IFRS ¢ introduces a.new impairment modej that requires the recognifion of expected credit Toss; replacing the
Incurred loss methodatogy mode! under NZ IAS 39, Key changes in ihe Bank's accounting policy for impaitment.of financial
assels are listed below.

The Bank appiies_.a three-‘stage approach to measuring expected credit I'os_s(E_G'L) on financial assets cl'ass'iﬁgd-a's_ amorlised
cost. Assets migrate through the following three stages based on'the change of their credit:quality:

Stage 1 ~ the recognition of 12:menth ECL, that s the portion of lifetime expected credit losses fram-default events that are
expected within 12 months of the réporting date, if cradit risk has not increased significantly since initial fecognition;

'Stage 2 = lifetime ECL for financial instruments for which credit risk has increased significantly since in'itial-recognil:ion;

Statge 3—lifelime expected credit losses for financlal instrumeiits which are creditimpaired.
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Notes to and Forming Part of the Financial Statements

As at 30 June 2018

IcBC @) TEIFRS

Note 1 - Stafement of Accounting Policies (continued)

Classification and measurément change under NZ IFRS 3
The following table summarise the classification and measurement changes by balance sheet asset class to the Bank's
financial -assets -on 1 January 2018, the Bank's date of initial application of NZ IFRS 9, There are ne changes in the.
classification and meastrement of financial labllties of the Bank.

Thaousands of dollars

1 January 2018

Original New
: Carrying Carrying
Original Measurement- _ -Amourit Amount
N Category Under New Measurement. ~Under’  Undér
__Financiai Assets NZIAS39 Cafegory under NZIFRSS NZIAS39  NZIFRSS
- Cash, cash equivalents and Loans arid receivables. Amortised cost 328,294 . 328,284
Liafances with ceniral banks _ - )
Amounts due from refated parfies Loans and receivables Amortised cost 12,605 12,605
‘Due from banks and other Loans-dnd receivables  Amortised cost - .
financial institutions
Financial assets designated at fair Fairvalue through-prefit  Falrvalue through profit. - -
value through profit or loss and loss and loss
Financiat securities Held to maturity Amortised cost 40226 40,224
Availableifor-sale assets. Fair valte through other  Fair value through other - -
comprehensive’income  ¢omprehensive incomme
Berivativé Financial Assets: Fairvalue ihrough:profit  Fair value through profit- 273 273
and loss and foss N
Loans and advances to customers Loans and receivables Amortised cost 1,269,507 1,270,296
Other assets Loans-and receivables  Amortised cost 3,946 3,946
‘Tetal financial assets 1,654,851

Reconciliation from IAS 39 to IFRS 9 —

impairment allowance-and provisions

1,655,638

The table bélow presents a reconciliation of the |AS 39 impairmenit allowances for incurred credit losses-fo IFRS'9 impairmrient
alidcances for expected credit losses by major product.

Thousands of dollars’

Tetal I1AS 39 impairment allowance as at 31 Decermnber 2017 16,610
Plusy _
Impairment allowance on due frem banks. & other financial institutions -
lmpairment allowance on fi nancial securltles z
Pravision for undrawn. contractually committed fatilities and guarantee contracts 1,710
Less:
Impairment alléwance on leans and advandes to customers (789)
Total Impact of IFRS 9 on impairment allowances and provistons 923
Total impalment allowance upder IFRS 9 17,533

Financial nstruments with impairmert, by stage
The tahle below pfesents a breakdown of gross financial asséls in scope of IFRS © where there has been an impairment
allawance with stage allocation, including off balance sheet exposures;

As at 1 January 2018

Gross exposure’

Impairment allowance

Thousands of dollars. Stage i Stage 2 Stage3-  Total Stage 1  Sfage? Stage3d  Total
Loans and advances to'dustomers. 1,253,283 - 32,824 1,288,117 5,585 ' - 10,238 15,821
Financial securities 40,226 . - - 40,228 2 - - 2
.Cash, cash equivalents.and _ _ asghnd ) ) ) _
balances wath cantral banks 328,284 328,294

Ofi balance sheet loan commitments: ;

and financial quarantee cantracts ) - ) ) 1710 ) - e
Total 1,621,813 32,824 1,694,637 72097 - 19,236, 17,533
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Notes to and Forming Part of the Financial Statements icBc @ PEIHRT
As al 30 June 2018

Note 1 - Statement of Accounting Policies (continued)

Balance sheat Impact of the adoption of NZ IFRS 9 _ _ . o
The following table is a reconciliation of the balance sheet-from NZ IAS 38 to NZ IFRS 9 as at:1 Januaty 2018.

Audited IFRS 9 IFRS 2
o . Classification”

Thousands of dollars 31 Decembsar and |mpairment 1 Jarnuary
) 2017  measurgment: change 218
Assets

Cash, cash equivalents and balances withy central banks 328,294 - - 328,284
Amounts-dug from related parties. 12,605 - - 12,605
Gue from hanks and.other financlal Institutions - - < -
Financial securitigs 40,226 - 3 40,223.
Derivative Financial Asseis 273 - - 73
Loans anid advances fo.customers 1,260,507 - 789 1,270,296
Property, plani-and equipment 428 - - 428
Intanglble assels - - - .
Current taxation - - - -
Deferred tax assets 5,538 - 258 5,797
Other assets 5,162 - - 5,162
Total assets 1,662,033 - 1,045 1,663,078
Liabilities

Due'to central banks and other financial instititions 1 - - 1
Amounts due to related parlies 685,362 - - ‘685,362
Derivative Finiancial Liabilities 316 - - 316.
Depdsits from custorners 419,520 - - 419,520
Certificates of Deposit 54,679 - - 54,679
Subbrdinated loans due fo related-partiés "35,000 - - 35,000
Debt securities issued 311,305 - - '514,305.
‘Deferred tax liabilities - - - -
Current tax payable 1,042 - - 1,042
Other liabilitles 14,613 - 1,710 16,323
Total Eabilities 1,622,738 - 1,710 1,524,448
‘Shareholder's equity:

Share capital 145,460 - - 145.460.
Reserves (8,165} - (665), {6:830)
Total Shareholder's equity 139,295 - (655) 138,630
Total shareholder's equity and liabilities 1,662,033 - 1,045 1,662,078

{6} COmpara_{iv_e Flnancial Statoments

Certain comparative balances have been reclassified to ensure corsistency with the cument financial year's presentation.
These reclassifications have no impact on the overal! financial perfermance or-financial position for the comparative reporting
periods. Disclosure Statements effected are: the balance of Vostro. accounts have been reclassified as cash and cash
equivalents in Statement of Cash Flows.
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Notes to and Forming Part of the Financial Statements

As at30 June 2018

ICBC (@) HEIHRG

Note 2 - Other Income

~ Unaudited Unaudited Audited
: _ 30 June 2018 30 June2017 31 December 2047
Thousands of doliars & months & months. 12 months
Banking and lending fee income 497 278 691
Payment servicas fee income 47 414 772
Net foreign exchange gains/{losses) and commissions {9,381} 1,637 {7,881)
Gain on sate-of properfy, plant and equipment - - -
Other-revenye: - 324 . 8-
Total other income {8.467) 2.653 {8,402)
Note 3 - Impairment Allowance
Unaudited 30 June 2018
Impairment allowance
‘Other
exposures _
_ excluding . Refail Soverigns,
Theusands of doliars sovereigns and Mortgage  Corporate and public.sector Total-as at
_ central bariks Lending institutlonal and hanks 30 June 2018
Provision for credit impalrment measured A :
on 2 12:month ECL g 3137 5,567 3 8,716
Provision for credit impairment measured o . . _ 2
on a fifetime ECL. not credit impaired -
Provision for credit impairment measured, ) - :
on & lifefime ECL not credit impaired - 13 16,395 - 16,408
Bad debis written off - - - - -
Bad debfs recovered - - - - -
Balance as at 30 June 2018 14 3,150 21,962 3 25,126
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As at 30 June 2018

1cBC @ METHRHT

Note 3 - Imgairment Allowance (continued)

Unaudited 30 June 2018
Movement in pravision for credit impairment

Thiousands-of dollars

Provision
12-month
ECL

_Praovision Provision
lifetimg EGL  lifetime ECL
‘riot credit impaired creditimpaired

Total

Residential mortgage lending
Balance at beginning of period _
Changes to-the opening balance due te transfer between ECL
‘stages . _—
Transfer to provision 12-month ECL
Transfer to provision fifefime ECL not credit impaired
Transfer to provision lifeime ECL credit impaired
Charge to stét_eme_nt of comp_rehensi_'ve_ 'income in cur_r'ent year
Bad debts wriiten off ' '
"Bad debts recovered

2,0m

(13}
1,059

200

Balance as-at 30 June 2018,

3,137

Other exposures excluding soverelgns and central hanks
Balaice at beglnning of period
Ghanges ta the: opiening balance dug to transfer between ECL
stages.
Transfer to-provision-12-month-ECL
Transfer to provision lifetime. ECL not.credit impaired
Transfer to provision lifetime ECL_'c_:re_dit impaired
Charge to stafement-of cq‘mprehensive'incom_e in current year
Bad debtswritten off
Bad debis recovered

18

16

Balance 2s-at 30 June 2018

Corporate and ingtitutional
Balance at beginning of period
Changes to the opening balance dug 1o transfer between ECL
stages
Transfer t6 pravision 12-month ECL

Transfer to provision lifetime EGL not credit impalred

“Transfer to provision lifetime ECL credit impaired
Charge to statement of comprehensive income.in current year
Bad debts written off
Bad debts recovered

Balance as af 30 June 2018

- 16,385

21,962

Soverigns, public sector and banks
Balance at beglnning of period
Changes-to the 9pening balance-die to transter between ECL
stages
Transfer to provision $2-month ECL
Transferto provigion lifetimé ECL not credif impaired
Transfer to provision lifetime ECL cradit impaired
Charge to statement of comprehangive income in current year
Bad debis written off
Bad debts recovered

Balance as at 30 June 2018

Total chages to statement of comprehensive income in.
current year

2 6,159

Total balance as at 30 June 2018

2 16,408
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Notes tc and Forming Part of the Financial Statements IcBC @ PEIMAS
As.at 30 June 2018

Note 4 - Taxation

-Cdnsistent with NZ 1AS 12 the Bank has recognised tax benefits totalling §7,923K {30 June 2017:31,553K, 31 December 2017:
§5,538K). The majority-of the. tax benefits recognised relate fo the allowance for impahiment losses, accelerated depreciation,
and pther provisions. Tax benefits not recognised in these financial statements. amounted is nil at 30 June 201830 June 2017:
$666K, 31 Decermber 2017: nil).

Unaudited Unaudited .Audited
_ 34 June 2018 30 June 2017 31 December
Thousands of dollars & months 6 months 217
~ Net profit/(loss} before taxation 2,021 1,180 {4.084)
Tax calculated af a tax rate of 28%. 566 330 {1,144)
(Under)fover provision from prior pericd - - g
Temporary differences not recognised - - (1,791)
Utilisation of tax losses previously unrecognised - - -
“Tax benefit recagnised from piter period - (1,125 ' -
Other permanent differences - 1 44
1’_21;;;1;[:;2. :::il"ieix; _il:emn:ﬁt) as per the statement of 566 794y (2,885)
Represented by:
Tax benefit fecognised from prior perigd - {1,125) -
Current tax" 2,692 758 2,653
Deferred tax. (2,126) {428) {5,538}
o el e par e o w0 e
Note 5. Loans and Advances tc.Customers
Unaudited Unaudited. Audited
Theusands of dcllars 30 June 2018 30 June 2017 21 December 2017
Residential mortgage loans. 656,443 259,523 437,925
Corporate exposures 931,491 680,442 ‘848,100
Credit Cards 100 71 92
-Other exposures - - -

_ Allowange for Impaitrhent losses (23,670) (5,433). (18,610}
Total riet loans and receivables 1,564,364 934,603 1,269,507
Cument 297,196 216,921 295,020
Non-Current 1,267,168 717,682 573,487

Noté & ~ Deposits from. Customers

Unaudited Unaudited Audited
Thousands of dollars ‘30 June 2018 .30 June. 2017 31 December 2017
Demand deposits not bearing.interest 70,891 60,096, 75,465
Demand deposits bearing-interest 7135 1 3,114
Term.deposits 402,740 195,509. 340,941

" Total deposits’ 480,766, 255,606 419,520

" Current: 411,214 93,021 325,879
Non-Current 69,552 162,585 83,541
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As &30 June 2018

IcBC &) METHRT

Note 7 ~ Ceriificates of Deposit and Dabt Securities Issued

Unaudited Unaudited Audited
Thousands of dollars 30 June 2018 30.June 2017 31 Decernber 2017
Certificates of deposit (CDs) 112,645 48,703, 54,878
Other debt securities 465453 295,479 311,305

Total debt'securities issued. ‘578,298 345182 385084
Current 133,493 175,367 74,384
Non-Current 444 805 169,815 201,540

Note 8 - Subordinated Loans due to Related Parties

~ Unaudited Unaudited Audited

Thousands of dollars 30 June 2018 30 June 2017 31 December 2017
‘Subordinated loans due to related parties 70.000° - 35,000
Total deht securities issued’ 70,000 . 35,000
Current - - -
Non-Current 70,000 - 35,000

The subordinated loan due to related parties of NZS70m as at 30 June 2018 are 5 years-unsecured debts (fote 19).
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Notes to and Forming Part of the Financial Statements ICBC & HEIHRIT
As at 30 June 2018,

Note 8 — Asset Quality

Qther.
exposures
exeluding Corporate
sovereigns  Resldential and
Unaudited 30.June 2018 -and cenfral  mortgage  institutional
hanks. icans  exposures Tatal
Thousands of dollars
Total neither past due not Impaired 60 653,761 89B.052 1,561,873
Past due assets -not impalred
Less than-30 days past due 3 - ~ 3
At least 30 days but iess.than 60 days past due 30 - - 30
Al least-60 days but less- ii_’lqn 90 days past d_l_xe - - - -
A least 90 days past due < - E -
Total past due ts not impaired 33 - - 33
Individually impaired assets '
Balance at beginning .of the year - - 32,824 32.824
Additions 7 2,682 615 3,304
Amounts written off - - - -
Deletions - - ~ -
Total individually impalred assets 7 2,682 33,438 36,128
Total gross loans and advances 100 556,443 931,491  1.585,034 .
Individually assessed provisions
Balance at begitriing of the year - - 10,236 10,235
Chargel(credit} to the statement of comprehansive income:
_N'ew'r provisicns 2 13 6,159 6,174
Reversals of previously recognised 'impai_rment'lo_s_ses - - n -
Amounts recovered - - - -
Amounis viritten off - - - -
Balance at-end of the perjod 2 13 16,395 16.410
Collectively assassed provisicns
Balarice &s &t 31 December 2017 22. 848 5,504 6,374
Changes 6n inilizl application of IFRS 9. (8) 1,243 {2,024) (789
Balance at beginning of the year 14 2,091 3,480 5,585
Charge {credit) to the statement of comprehensive income {8 1,046 637 1,675
Cther movements - - - -
Balancs at end of the period 5] 3,137 4117 7,260
_ Total provisions for impairment losses 8 3,150 20,512 23,870
Total net loans and advances az. 653,293 910,979 1,564,364
Undrawn lending commitments
Collectively assessed provisions
Halance at beginriing of the year 2 - 1,708 1,710
__Charge (credit) to the statement of comprehensive income 1 - (258) {257}
Balance as at end of the périod 3 - 1450 1,453

The Bankdoes not have any restructured assets, any financial, realestate or other assels acquired through security enforcement
orany other agsets under-administration as at 30 June, 2018 (30 June 2017: nil, 31 December 2017: nil). Theréfere, the Bank
does not-have any such collateral sald-or re-pledged and does not have an. obligation to return it.

Undrawn batances on Iendlng commitments fo counterparties were 5335 595K as at 30 June. 2018-(30 June 2017; $253,243K,
31 December 2017; $412,642K),

There has been no interest revenue foregone-on restructured, |ndivldually impaired or greater than 80 days past due assets
during the pefiod ended 30-June 2018 {30 Jurie 2017 nil, 31 Décember 2017 nlly.

The Bank is wholly ownad by the Industnal and Commercial Bank of China Lamlted a company incotporated in-China. No refated
party debfs have been writien off or forgiven during the period.
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Notes to and Forming Part.of the Financial Statements ICBC @ BEIMERT
As.at 30 Jyne 2018 ' '

Note @ — Asset Quality. (continued)

Other
exposures o
excluding ) Corparate
sovereigns  Residential and
‘Unaudited 30 Jung 2017 -and central morigage  institutional
banks ‘loans  ekposures Total
Thousands of doflars
Total neliher past due nor impaired 40 255,970 680,442 936,461
Past due assets not impaired
Less than.30 days past due. 15 2473 2,488
At least .SG-days_ but less than &0 days past due 11 - - 11
At least 60 days butless than 90 days past due 2 - - 2
At least 80 days.past due 3 - - 3
Total past due assets not impaired 3 2473 - 2,504
Individually Impaired assets
Balanes at biaginriirig of the year - - - -
Additlons. - 1071 - 1,071
Amoints written off - M - -
Deletions - - - -
Total individually impaired assets - 1,071 - 1,071
Total gross loans and advances 71 259,523 680.442 840,036
Individudi[y assessed prqv!s'lo_ns-_
Balange at beginning of the year - - - -
Cﬁ_afg_e!(crgdi_t}_to the statement of comprehensive Income:
New provisions _ - 175 - 175
Reversals of previeusly recognised impalrment iosses {3 - - (3
Amounts recovered 3 - - 3
_Amounts writtén off - - - -
Balance at end. of the year - 175 - 175,
Collectively assessed provisions
Balance at beginning of the year 10 303 3,745 4,058
Charge.(credit)_ to the statement of comprehensive income 5 224 a7t -1_.'2_0(_)
Other movements. - - - -
_ Balance at end-of the year 15 537 4,716 5,258
_Total provisions for Impalrment losses 15 702 4716 5,433.
Total net [oans and advances 56 258,821 675,726 934,603
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Note 9 - Asset Quality (continued)

Other
exposures
excluding ) Corporate.
o sovereigns Resideptfal =~ and
-Audited 31 December 2017 -and central ~ morigage  insiilutional
banks lvans  expdsures Total
"Thousands of dollars
Total neither past due nor impalred 48 437,825 815,276 1,253,249
'Past due assets not impalred
Less than 30 days pastdue 7 - - 7
._Ai._l_east 30 days but less than 60 days past due 27 - - 27
At least 60 days but less than 80 days past due 10. - - 10
_Afleast 90 days past due - - - -
‘Total past due assets not impaired 44 - - 44
indlvidually impaired assets
Balance at beginning of the year - - - -
- Additions “ 17 32,824 32';84_1_
-Ammounts written off - (7) - (17)
_Deletions - - - -
Total individually impaired assets - - 32,824 3zaz4
Total gross loans and advances 9z 437,925 848,100 1,286,117
Individually assessed provisiens
Balance__ét beginning of the year - - - -
Chargeleradlt) to the statament of comprehensive income: _ _ _
New-provisions - 17 10,236 10,253
Reversals of previously recognised impairment losses 8 - - 6
Amounts recovered {6) - - {6)
. Amounts written off - (17 - “7
_Balance at end of the period - - 10,236 10,236
Collactlvely assessed provislons
Balahce at beginning of the year 10 303 3,745 4,058
Charge {credi).to Ihe statement of comprehensive Income 12 545 1,759 2318
_ Olhermovements - - = -
__Balance at end of the pericd 22 848 5,504 6,374
Total provisions for impairment [osses.. 22 848 15,740 16,610
Total netioans and advances. 70 437,077 832,360 1,269,507
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As.at 30 June 2018

icBC & FEIHBE

-Note 10 — Balances with Related Entity
-A. Balance with related parties

_ _ Unaudited. ~ Unaudited Audited
Thousands of doliars 30 June 208 30 Jung 2017 31 December 2017
Amounts due from ultimate parent 34,091 5213, 12,605
Amount due fram controfled entities of ultimate parent - - -
Total amaunt due from related entities 31,089 5213 12,605
Current 31.0M 5213 12,605
Nen-Current’ - - -
Amounts due to ultiate parent 1,124,654 383,417 585,362
Amaunt due to eontrolled entities of ultimate parent - - -
Total amount due-to related entities 1,124,854 383,417 585,362
Cutrent 690,346 117,497 208,801
Non-Curreni. 434,308 265,920 478,561
Qff Balance sheet transactions .

._Dueg from parent - 495. 3,222
Dhie td parent: = 476 3115
Dug from controlled entities of ultimate parent: B28 - 1,730.
Due t¢-controlled: entities of ulimate parent H86. - 1,653

1. Nostro account balance held with-parent and contrélled. entities of ultimate parent as at 30.Juhe 2018°is $9,848K (30 June
2017 $4,731K, 31 December 2017: $3,284K), This is includéd in cash and cash equivaleri{s balance. Parent includes {CBC

Head Office and ofher branches.

-2, IGBC {NZ) operations -are guaranteed by the parerit ICBC Group which, from time to time, transfers payments through the’
{CBC (NZ) vostro-account. These payment transfers are to optimise the management of currency exposures on the (CBC
Group's balance sheet and/or manage counterparty and country level exposures at financial reporting period ends, and/or ta:
facilitate” intemational payments to New Zealand correspondent banks, The balance of ICBC (NZ) Vostro account was.
NZ$655M as at 30 June 2018 (30 June 2017; NZ$109M, 31 December 2017: NZ$200M), which includes a farge payment of

NZ$612m on 29 June 2018.

3. 0n 2 February 2018, ICBC (NZ)issued andther NZ$35m S-years stibordinated loan to ICBC Head Office (nofe 8 and 18}, The
acerued interest of subordinated loan is NZ$492K as at 30 June 2018 (30 June 2017:nil, 31 December 2017: $106K).

B. Related party transactions

Thousands of dollars

Unaudited
30 Jung 2018

Unaudited

30 June 2017

Audited
31 December 2047

Interest income ori amount due frorm related entities

Ultimate parent 178 18- 296
‘Subsidiaries of ultimate parent - - -
:stggazterest income on amount due from' related 178 18. 96
Interest éxpense on amount due fo related entltles

Ultimate parent 6,052 5,008 11,062
Subsidiaries of ultimate parent - - -
:’c::iat:l;:terest expense on amount due to related 6,052 5,008 11,062
-Othier operating. Income _
Ultimate parent - {402y {550)
Subsidiaries of ultimate parent - 75 75
Other operating expense

Other operating expense paid.to ultimate parent = - {28)

Interast payable to parent as at 30 June 2018 way $4,166K {30 June 2017: $1,109K,.31 December 2017: $3,318K}, and interest’
payable to subsidiaries of the. ultifate parent was nil (30 June 2017:.nil, 31 December 2017 ail); This is included in interest

payable balance and interest paid expense.

Interest receivable from parent as at 30 June 2018 was $3K (30 June 2017: 38K, 31 December 2017: nil). This is inclided in

interest receivable balance and interest income.

Parent inciudes ICBC Head Office and othér branches.
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As at 30 Junie 2018

icBC () HEIMAG

Note 10 — Transactions with Related Parties (continued)
There is no foan guaranteed by related partles (30 June 2017: $17,060K, 31 December 2017; nil}.

.As &t 30-June 2018 the Bank entered inte a risk participation agreement with the Hotg. Kong branch of ICBC. There ara total of
NZ5189, 476K loans transferred to ICBC, Hong Keng branch (30 dune 2017; S33 523K, 31 December 2017:-$103,523K),

O 22 Jung 2018 the Bank entered irito a risk participation agregment with the Sydney branch of IGBC. The agrégment had the-
commercial effect of transferfing the Bank's rights and risks of NZ§12,000K io ICBC, Sydney branch.

C. Senlor management compéansatlion

o L ~ Unaudited Unaudited Audited
Thousands of dollars 30 June 2018 30 June 2017 31 December 2017
‘Salaries and other short-term benefits 925 53 1,746
Other beniefits - - -
Total key managemenf compensation 925 858 1,746

D. Guarantees

The Bank's tltimate parent company is-the Industrial and Commercial Bank-of Chiha timited, & Chinése iricdrporatéd hank
{ICBC). iCBC. is subject to- regulatory oversight by the China.Banking and jnsurance Regulatory Commission (CBIRC) under its
rules and guidelines. IGBC is not a New Zealand régistered bank and i not subject to-regulatory ovarsight by the Reserve Bank

of New Zealand.

As at 31 March 2018, 68.11% of total shares in ICBC were owned by the Chinese government, The remaining 31.88% of the
sharesin iICBC were held by fhe public, ICBC shares are listed on the Hong Kong Stock Exchange and Shanghai Sicck Exchange.

All the obligations of the Bank are guaranteed by ICBC. There are ne legistative, regulatary or other restrlctlons of a legally
enforceable: nature in China (ICBC's. country of Indorporation) that may materially. inhibit. the legal ability of IGBC to provide
material financial support to the Bank,

IGBC has the following credit rating applicable to its long-term senior unsecured obligations:

Rating Agency/Rating
| Results-

Moody's investors

| Sarvice, Inc.

Standard & Poor's Carporation

Fitch IBCA, Inc.

Long-term Forgign
Currency Bank Deposﬂs
Rating

AT (Upper-medium grade

and low credit risk)

A {Strong capacity to meét
obligations but subject to adverse
economic conditiohs)

A (Strang Capacity to meet
obligation tut vulnerable to
advérse business or economic.
sondifions)

Shortterm Fareign ‘P-1 (Superior abliity to A {suseepuble to.adverse. F1 {(strongest capacity for
Currency Bank Deposits. | repay short-term debt) economic corditions but timaly payment of financial
Ratifng satisfactory capacity to.meet comimitments)

obligations )
Qutloak Stable’ Stable Stabie

JCBC guarantees due payment of ali obligations of the Bank to the Bank's depositors and other creditors.

(i} There are nolimits on-thé amount of the obligations guaranteed,

[(ii}. Terminaticn of the guarantee under any. of the clrcumstances outllned in clause 6 Termlnatlcn of the Guarantee is subject to
satisfaction of the relevanit obligations in respect of each créditar which have been incurred on or prior.to the date of termination,

{fil} There-are no matéfial legislative or regulatory restﬁc;iions-in China that would have the effect of subordinating the ctaims.of
the Bank's creditors under the guarantee to other claims on ICBC in a winding.up of ICBC.

{iv) The ICBC guarantee does not have an.expiry date.
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As at 30 June 2018

IcBC @_' hE TR

Note 11 — Concentiation of Credit Risk’

The following. table breaks-down the Bank's main credit exposures at thelr carrying amounts, as cafegérised by the industry
sectors of its counterparties. Industry analysis as at balance date is as follows. For further details. on how-credit risk is managed
and for On Balance ‘Sheet and Off Balaricé Sheet credit exposure details, refer to.notes 19.

o Unaudited: Unaudited Audited
Thousands of doflars 30 Jung 2018, 30 June 2017 31 December 2017
Goverament 489,459 52,193 81,263
Finance. tincluding banksy 506,454 195,549 402,123
Households 857,831 260,134 438,911
Transport and storage 40,182 72,750 37,138
‘Communications 5,082 15,097 15,098
Electricity, gas and. water 51,792 48,660 54,301
Gonsiructiort 205,490 79,509 167,874
Property services 191815 107,648 126,881
Agricutture 6,107 8,107 5,107
Forestry, fishing and mining. 159,539 175,489 181,573
Health-and community services 40,0106 - 38,978
Personal and other seivices - 23 -
Retail and whelesale trade 60,529 77454 60,308
‘Manufacturing 61,547 7.020 45,868
‘Administration. and support services. 43,088 42,379 44,040
Less: allowance-for impairmant provisioning. (23,672) (5,433) { 6,610}
Total financial asséts 2,495,243 1,134,579 1,654,851
Less: nof-intérest earring financial assets (21,795) {19,773) (23.516)
Eﬁgahlé:;tleargzt;:ming and discount bearing 2,474,048 1,114,806 1,631.,335_ |

An analysis of financial assets by géographical sector at balance date is as follows:
_ Unauditeid Unaudited ~ Audited

Thousands of dollars: 30 June 2018 30 June 2017 31 December 2017
New Zealand
North Island 2,091,332 948,349 1,355,803
-South Island. 11,558 8,073 8,075
Oversoas
China. 370,345 139,029 262,299
USA 8,532 7,381 18,973
Singapore 41 444 400
Hong Kéng 4.261 25,744 1,867
Australfa 3465 835 2,192
Europe 6,537 5,624 5,741
Other countriés 1172 - 1,401
Total financial asseéts 2,495,243 1,134,579 1,654,851
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Notes to and Forming Part of the Financial Statements ICBC @ REIRERT
As at 30 June 2018 '

Note 11 — Concentration of Credit Risk {confinued)

Maximum Exposure to Credit Risk - On and Off Balance Sheet

Unaudited. . Unaudited -Audited
Thousands of doliars 30 June 2018 30 June 2017 31 December 2017
Loans and advances.to customers 1,564,364 034,603 1,269,507
Trade.and Othet Receivables . - .
Other financial assets 4,480 3.233 3,664
On Balance ‘Sheet Credit Exposures (excluding o -
credit exposure to connacted parties and banks with 1,568,844 937,836 1,273,171
laftg-term credit rating of A- or A3 or above)
Cash-and-cash equivalents 484,728 41,150 328,294
‘Amounts due. from related parties 34,001 5213 .
Due from other financial institutions 361,885 102,360 12,605
'_Finar_lciai assets held for trading - - -
Financial securities 41,802 47,445 40,226
Avaitable-for-sale assets’ - - -
Derivative financial instrumerits: 6,387 ‘253 273
Loans and. advances ta customers - - ~
Tax Receivable ; - -
Other financial assets 318 320 282
Total on Balance Sheet Credit Exposures 2,495,243 1,134,579 1,654,851 '
Off Balance Sheel Exposuras 335,565 260,401 436,017
‘Total Off Balance Shest Credit Exposures 335,595 260,401 436,017

The credit exposures shown are based on actual credit expdsurés-and are calcilated net of allowances for impairment loss.

58.42% of the Bank's mortgage portfolié is owner-cccupied residential properties (30 June'2_01'7:- 64.44%, 31 December 2017
65.02%).

As at'the reporting date, of the.dravwn batances on credit facililies with undrawn commitments, there are none that are classified
as'individually impaired, or balances inder administration (30 June 2017; nil, 31 December 2017: Ail).
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Note 11 — Conhcentration of Credit Risk {continued)

{i} Credit exposure to individual counterparties

The Bank's disclosure ‘of goncentrations of credit exposures to individual <counterparties and groups of closely related
courferpartiés is based on actual credit exposures and excludes credit.exposures fo connected persens; fhe central gavernment
or central bank of any country with a long-term credit rating of A--or A3 or above, orits equivalent, and excludes supranationals
or quasi-soverelgn agentles with a long-term credt rating of A- or A3 or above, or its equivalent.

Peak end of day credit exposure is calctlated by determining the maximum end of day aggregate amount of credlt exposure over
the financlal period for-individual counterparties, and then dividing that amaunt by the Bark's: Common Equity Tier One Capital
as'at theteporting date,

Unautiited
_ During the 6 months peried ended.
Peak End-of Day Credit Exposures _ 30 June 2018
Number of Bank Counterparties
P_ercentage‘ of Commion Equity Tier A" Rated “B" Rated Unrated
One Capital
10% - 14% 1 - -
15% - 19% - - -
20% - 24% - = -
25% - 20% z - -
30% - 34% - - .
35% - 39% - - -
AD% - 44% - - -
45% - 49% p - -
80% - 54% - - -
55% - 58% - - -
60%. - 64% - - -
B5% ~698% - - -
70% - 74% - - -
75%-79% - - -
B80% - B4% - - .
85% - 89% - - -
90% - 95% 4 - -
N Unaudited
: During the 6 months period anded
Peak End of Day Credit Exposures 30-June 2018

Number of Other Counterparties

Percentage of Comman Equity Tier

One Capital A" Rated. “B" Rated Unratad
10% - 14% - - 3
15% - 19% - . 6:
20% - 24% - - 5
25% - 29% - 1 4
30% ~34% . - 2.
35% - 30% - - 2
40% - 44% - . -
A5% - 49% - - 1
50% - 54% - - -
55% « 59% . - -
80% - 64% - - .
 'B5% - 69% - - -

1 One loan classiiiad within the 25%-29% catagory ks Si?..BB%'g:oIaterél'ued by cash deposits,
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Note 11 —Goncentration of Credit Risk {continued)

Credit Exposures as at Repomng Unaudited
Date As at 30 June 2048
Number of Bank Counterparies

Percentage of Comimon Equity

Far One Capital “A" Rated "B" Rated Unrated
0% ~14% 1 - -
15%.- 19% - - -
20% - 24% - - -
25% - 20% - - -
30% - 34% . - -
35% - 39% " - -
40% - 44% - - -
45% - 49% 2 - -
50% - 54% - - -
55% - 59% - - -
60% - 65% 1 - -
Credit Exposures as at Reporting Unaudited
Date As-at 30 June 2018

NumbeT of Other Counterparties

-Percentage of Comimon Equity

Tier One Capital A" Rated 5" Rated Unrated
10% - 14% . . 2
15% - 19% 1 - 6
20% - 24% - - 6
'25% - 29% - - 3!
30% - 34% - - 2
35% - 39% - - 2
A0%~ 44% - - -
A5% - 49% - . 1
'50% - 54% - - .
-56%- 58% - - -
B0% ~64% - - -
-65%:- T0% - - -

The-Bank had no cental government, central bank, supranational or qUasi-sovereign agenciés with along term credit rating below
A« or A3, to-whom their aggreqated credit exposure, as at 30-Juna 2018, and peak end-of-day aggregate credit exposure, for the
six months ended 30 June 2018, ‘equatled or exceeded 10% of the Bank's Common Equity Tier One Capital..

These calculations are gross dnd do not include any individually agsessed provisions, which are assessed as Nil.

1 ©ne foan dassiied withln he 25%-25% Cetegary fs 97.70% Solaterdlised by cash deposity,
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Note 12 — Concentration of Funding

Concentrations ‘of fundifg arise where.the Bahk Is funded by industries of a similar nature or In paricular geographies. An
analysis offinancial liabilities by industry sector and gedgraphy at balance date is as follows:

Unaudited Unaudited _ Audited
) o . 30 June-2018 30 June 2017 31 December 2017

. Thousands of dollars - $'000 ~ so00 ' §'000
New Zaaland
Transport and storage 15,457 - 103,276
Fina nﬁing investment and insurance ‘572,170 391,308 375,490
Electticity, gas and water A4 - -
Foed and other manufacturing: 2736 7.616 8,221
Construction 5,171 954 434
Communication 10 10 10
Govemment, local authorities and services 122,916 . 55,850
Agriculture - 404 74
Forestry 76,622 92,797 75,188
Health and communlly services - 99 108
Personal and other services - - -
Property and business services: 53,642 5,508 16,840
Education - - -
Retall and wholesale trade 3.475 1,862 9,867
Other 9,642 5,252 6987
Households 60,518 37,028 40,821
Dverseas.
Amounts due to related parties 1,278,685 384,528 740,289
E%ag;;gi'?guig;.?_‘stment_'and insurance {not including 43,041 35,035 23,684
Household 88,858 30,41 2 63,547
Other deposis 2,600 912 1,701
Total financial liabiltles 2,274,445 993,723 31_,520,385 .
Lessrnon-interest bearing financlal liabillies {91,617) {69,613) (89,983)

_ Tetal interest and discount bearing liabifities: 2,182,628 924,110 1,430,402

An'analysis of financiat liabilities by funding type at bafance daté is as follows:

_ _ Unaudited. Unaudited Audited
Theusands.of dollars 30 June 2018 30 June 2017 31 December 2017
Ceposits from customers 480,766 255,606 419,520
Regisiered Banks 1 1 4
Derivalive financial liabilities 819 203 316
Financial Investors - - -
Certificates of deposit 112,845 49,703 54,679
Subordinated loans due to related paries 70,000 - 35,000
Debts securities issued 465,453 285,479 311,305
Related Parlies 1.124.654. 383,417 685,352
Other 19,807 9314 14,202
Tatal financial llabitities 2,274,445 993,723 1,520,385
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As at 30 June 2018 :

Note 13 — Contingent Liabilities and Commitments.

_ o . Unaudited Unaudited o Audited
Thousands of doliars 30-June.2018 a0 June 2017 31 December 2017
Pefformance/financial guaranteas issued on-behalf of - _

customers 16,631 7.158 23,375
Total contingent liabllities 16,631 7.158 23,375
Undrawn Commlitments 335,595 253,243 412,842

Note 14 —~Subsequent Events after Balance Sheét Date

There were no subsequent events after balance date'which would materially affect the: financiaf statements.

Note 15 — Dividend

Dun’n_g'the &.months ended 30 June 2018 the 'Bank has niot pa.i'd: any _di\:fidends to its shareholder '{_30' June 201 7:nil, 31 Decembel_‘
2017 nil).

Note 16 — Fair Value of Financial Instruments

Unaudited 30 June 2018

_ N Carrying -Estimated Fair
Thousands of dollars amaunt Value
' Financial assets
Gash, cash eduivaients and balances with central banks 484,723 484,728
. Amounts dtie from related partiés 31,091 31,001
Dug from banks and other financial ihstitutions - 351,885 361,885
Financial assets designated at fair value through profit or loss - -
Financial securities 41,892 42,272
Avallable-for-sale assets - -
Derivative financial assets 6,387 6,387
Loans and advances to customers 1,564,364 1,565,502
Other financial assets 4,796 4,796
Total financial assets 2,485,243 2,496,661
Financial liabilities
Due to central banks:and ather financial institutions 1 1
Amounis due fo related parties 1,124,654 1,124,293
Financial liabifities held for trading - -
Derivative financial liabitity 819 81¢
Deposits from customers 480,766 480,411
Certificales. of deposit 112,845 112,754
Subordinated loans due {0 related parties 70,000 70,000
Debt securitles issued 465,453 465,085
Other financial liabilities, 19,907 19,907
Total financial liabilities 2,274,445 2,273,280
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Note 18 — Fair Value of Financial Instruments {zontinued)

Unaudited 30 June 2017

_ _ ‘Carrying Estimated Fair
_Thousands of dollars amount” Value
Financial assets
Cash, cash-equivalérits and balances:with central banks 41,150 41,150
Amounts due from related parties 5213 5,213
Due from banks.and other financial institutions 102,360 102,380
Financial assets designated. at fair value through profit or (oss - -
Einanclal securities ' 47.445 47,529
Available-for-sale assets - -
De_r_ivaﬁve financial assets 255 255’
Loans and advances to customers 934,603 935,267
Otherfinancial assets 3,553 3,553
Total financial dssets 1,134,579 1,135,327
Financial liabilities
Pue to central barks and other financial institutions 1 1
Amounts due to related parties 383417 383,428
Financial liabilities held for trading - -
Dertivative financial liability’ 203 203
Déposits from customers 255,606 255,817
Certificates of deposit’ 49,703 48,703
Subordinated loans due to related parties. - ~
Débt securifies isstied 295,479 205,211
Other financial liabilifies 9,314 9,314
Total financial fiabilities 993,723 993,677
Audited 31 December 2017
Carrying Estimated Fair’
Thousands of dollars -amount Valug
" Financial assets’
Cash, cash-equivalents and baldances with centrat banks 328,284 328,294
Amounts due from related parties 12,605 12,605
Due fram-banks and other fihancial institutions - -
Financial assets designated at fair value threugh profit.or loss - -
Financial securities ' 40,226 40,395
Available-for-sale assets - -
Derivative financial assets 273 273
Loans and a'd\.r_anceslo customers 1,269,507 '1‘2?0.30_4
Other financial assels 3,946 3,946
Total financial assets 1,654,851 1,655,817
Financial liabilitles.
Due to ¢entral barks and other financia! institutions 1 1
Amounts-due o related parties 665,362 684,078
Financial liabifities held for trading - -
Derivative financial liability 316- 316
Daposits frem customers 4'{9_,52(] 419,433
Certificates of deposit 54879 54,679
Subordinated loans due io refated. parties. 3_5.000 35,000
Debt securities issued 311,306 314,022
Other financial liabilities 14,202 14,202
~ Totalfinancial labilities 1,520;385 1,518,731
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Note 16 — Fair Value of Financial Instruments (continued;)

Fair value Assumptlons

i,

The carrying value of cash and cash equivalents is the fair value,,

For ph demand and deposits from custemers maturing within slx months, due from!tc other financial |nstltut|ons the:
carrying value is considered to-be the fair value; for those catégories with maturitiés more than-six months, the fair value.
is calculated on a discourited ‘casti flow basis sing the current interest rate offéred for a similar matirity.

“The carrying-vaflie of loans and advances to customiers is net.of aliowance for impairment loss. For loans and advances

to customers maturing or reprlmng within six months, the carrying valug is considered to be fair value: for those categories
with maturities more than six. months, the fair: value are calculated on-a dlscounted cash flow basis using the current

interest rate offered for a simitar matunty

For-amounts due from/to related parties and debt securities maturing or repnctng within six months, the carrying value is

congidered to-be fair value; for those categories with maturities more than six months, the fair value is calculated o a
discounted cash flow basis.using the cufrent Interest rate offered for' a similar maturity..
v, The fairvalue of derlvative financial instruments is determined by a discounted cash flow basis, which is based.on the
interest rate repricing and maturity of the instruments.
Vi The fair value of financial secuntles is determined by reference to the- average of quoted bid and offer. prite as at the
repnmng date.
v,

The carrying value of Gther financial assets and lfabiiities is considered 1o be the fair value, a5 they are shortterm in
nature of are receivable or payable on'demand.

K. FairValue Measurements Recognised in the Balance Sheat

Under NZIFRS 7, the fair value of-fnancial insfruments.is determined .onl a hierarehical basls that reflects the significance ofthe.
inputs used in making the measurements. The fair value hierarchy is:

Level 1 fair value heasurement are those derived from quoled prices (unadjusted) in active markets for identical assets
or liabilities;

Levef 2 fair value measurements are those derived from inputs othar than-quoted prices included within level 1 that are
cbservable for the assets.or liabililies, gither directly {L.e: as prices) or indirectly (Le. ‘derived from prices); and

Leve! 3 fair value measurefnents-are thosé derived from valuation techriigues that include inputs for the assels ot liabilities

that are not based on observable market data {undbservable inputs):

Fair value measureéments recognised in the balance sheet

_ “Unaudited Unaudited Audited

Thoysands of 30 June 2018 30 June 2017 31 December 2017

dollars Level 1. Level2 Llevel3  Total Level1 Level2 Level3  Total Level1 Leével2 Lleveld  Total

Financial assets

Derivative financiaj

assets - 5,387 - 8,387 - .255 - 255 - 273 - 273

Financlal ’ ' '

liabilities )

Derivative financial

ltabllities - 819 - 519 - 203 - 203 u 316 - 316

Fair value measurements not recognised in the balance sheet?

' Unauditad. =~ Unaudited Audited

Thousarnds of 30 June 2018 30 June 2017 31 December 2017

doliars teval 1 Level2 Level 3" Total Level 1 Level? Level3 Total Level 1 Level2 Level3  Total

Financial assets

Financial

securiies - 42,272 . 42272 - 47.445 - 47445 - 40,395 - 40,395

Loans.and

advances tc.

customers - 1,565,502 - 1,565,502 - 934,603 - 934603 - 1,270,304 - 1,270,304

Total - 1,807,774 - 1607774 982,048 . 982 048 - 1,310,699 o~ 1,310,688
" Financial

liabillties

Amounts due o . - ;

relaied parties - 1,124,293 - 1,124,293 - 383417 - 383417 - 684,078 - 684,078

Deposits from o '

customers - 430,411 -. 480,411 - 255606 - 255808 - 419433 - 419,433

Debt securities . .

issued - 465,095 = 465,085 « 295479 - 295479 - 3n.022. - 311,022
~Total = 2.059,789 = 2,068,789 - 534,502 - 934,502 ~ t1.414,533 - 1,414,533

2 Faif values, where the carryling amount is not corisidered a doSe-apngim'atidn of fair value,
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Note 17 — Liguidity Risk
Ligquidity risk is the risk that funds W|II not be sufficient or will not be raised at a reasonable costin a timely manner to-meet the:
needs of asset growth of repaymetit of debts due; althdugh remaining solvent,.

The Bank manages its liquidity risk through the Treasury Department ang aims at:

1  Optimising the structure of assels aig liabiliies;

2 Maihtalning the stabillty of the deposit base;

3 Projecting cash flows and evaluating the lével of current assets; and

4  Maintaining an efficient intemal fund transfer mechanism/agreement with the Parent Bank {or liquidity.

Due to the change of disclosure requirements by Reserve Bark, the maturity analysis of financial assets.is not required,
comparatives have-been restated. The tables below summarise the cash flows payable by the Bank under financial liabilities by
remaining contractual ivaturities at thé balance sheet date. The amounts disclosed inthe table are contractual undiscounted cash.
flwis anid include both prtnmpal and associated fulure interest paymients and therefore will not agree to the carrying values en
the balance sheet. Actual cash flows can differ significantty from contractual cash flows as a result.of future events.

rowin whlch the refated ﬁnanclal mstrument is presented.

. onm Upto 3 31012 Befween1  More fhan _
Urnaudited 36 Juneé 2018 Demand. months moriths. & Syedrs 5years Total
Thousands of dollars -
Financial liabilities.
}Ju_eg'__to; cfe_nt_ral banks. and other financial 1 _ . . . 1
institutions )
Amaunts due {o.telated parties 1554 861 38,115 85,874 449,534 - 1,148,384
Financial labilities held for trading’ - “ - - - -
Deposits from custemers 78,724 205,061 132,747 71,780 - 488,312
Certificates of deposit - 85,000 20,600 - . 114,000
Subordinated:!oaris due to related parties - 478 1,460 77.366 . 79,334
Debt securities issued - 4,038 3473 466,568 - 501,779
Gther financlal iiabilities 141 146 3,268 489 1,454- 5499
Total-financial liabRitles 733,727 332,838 203,553 1,086,737 1464 2,337,309
Darivative cash flows )
Inflaws from derivatives, = 204,151 2372 5424 - 211,947
~ Qutflows from derivatives - (198,789) {1,856) {5.522) - {205,963)
Tuotal - 5,365 716. (g8) - 5,884
Off balance sheet cash flows
Financial guarantees outfiows 13,542 “ 2,950 13¢ - 16,631
Commitments outflows 332,153 441 1,036 1,065 - 335,585
Total 345,685 441 3,986 2,104 - 352,226
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Note 17 — Liquidity Risk (continusdy

_ _ on U__p-to 3 3t012 Between1  More than
Unaudlted 3¢ June 2017 Demand months months & Syears S years Total
_ Thousands of dolfars:

Financial llabilities

Due to central banks and other financial 1 . ) . _ 4
‘institutions

Amounts due to related parties 109,337 1,739 13,334 277,497 - 401,907
Financial liabilities held for irading - - - “ - -
Deposits from customers 65,570 60,460 29,289 105,425 - 260,744
Cerfificates of deposit - ‘50,000 - . - 50,000
Ciebt secirities issued - 1,744, 131,179 180,330 - 313,253
-Other financial liabilities. 22 94 2,739 530 - 3,435,
Total financial llahilities 174,930 114,037 178,541 563;832: s 4,028,340
Derivative cash flows

Inflows from derivatives - 193 1,640 171 - 2,004
-Qutflows from derivatives - {395) {(1,313) (324) {2,032)
Total - (202) 327 (153) - (28)
Off balance sheet cash flows

Financial guarantegs-outfows - (K14) (4.032) 3,089} ‘ {7,158).
Commitments outflows (246,303) (795) {1.525) {4,620) < (253;243)
Total {246,303} (832) {5,557} (7,709) - {260,401)
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Note 17 — Liquidity Risk (continued)

_ On. Upto3 3to12; Beétweeni  More than

Audited 31 December 2017 Demand maniths months & 5'years 5 years Total
Thousands of dollars

Financial iiabllitlas

Due to-central banks and other financial 4 R _ . . 1
institutioris

Amounts due to related parties- 208,873 2,387 5,715 497,209 - 714,184
Financial liabilities held for trading. - - - - - .
Deposits from customers 79,035 171,758 78,112 96,452 - 426,357
Certificales of deposit - 55,000. - - - 55,000
Subordinated lodns dus to refated parties. - - 964 "38.857 39,821
Debt securities issued - 2,317 25,616 305,105 - 33'3-,0_38'
Other finaricial liabilities g5 146 2,853 531 - 3,625
Total financial llabliities 283.004 231,808 114,260 938,154 - 1,572,026
Derivative cash flows.

Inﬂaws_ from derivatives - 7,417 4,984 6,635 - 19,036
Outfiows from derivatives - {7,403} 4,311} {6,683y - (18,3973
“Total . 14 673 (48) - 639
Off balance sheét cagh flows

Finaricial guarantees outflows (20,206) - - (3,168 - (23,375)
Commitrments ouffiows {408,268) {697y (1,169} (2,508) - {412,642)
Total (428,474) (Bon (1,169} (5,677 - {436,017
Llguidity portfolio management: Unaidited _Unaudited Audited
_ ' 30 Jung 2018 30 June 2017 31 December 2017

__Thousands of dollars $000 $000 $'000

Cash, cash equivalents and balances with centrat banks 484 728 41,150 328,294
Amaunts due from related parties 10,467 - -
Bue from banks and other financial institutions 361,885 102,360 -
Financial securities. 41,992 47,445 40,226
‘Tatal liquidity portfollo 899,072 190,855 368,520
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Note 18.— inferest Rate Risk

The Bank's interest rate fisk mainly arises from the mismatches between the repricing dates of mterest generat]ng assets and
|nterest-bearrng fiabilities, The Bank manages its interest rate risk by:

1. Regularly monitoring the macroeconomic factors that may have impact on the benchmark interest rates;

2; Optimising the differences in timing. between contractual reprcing (maturities) of interest-generating assets and interest-
bearing liabifities; and

3. Managing the deviation of the pricing. of | lnieres(-generatlng assets and fnterest-bearing liabilities from the berAchmark interest
rates,

A principal pait of the Bank's management of interest rate risk is to monitor the sensitivity of projected net interest income under

varying Interest rate scenarios (simulation modeliing). The Bank aims to mitigate the impact of prospeclive interest rate
movements which could reduce: future net interest Income; While balancing the cost of such hedging on.the curreit revenug.

The following-table demons,tr_étes the.contractual repricing or ma_turity d_aies_, whicheveris-eatlier, of the Bank's assets and liabilifes:

Over3 “Over s ‘Over]
Neén- _ ‘months months  ‘year and
_ _ interest Upté3d -andupte andupto upto2  Over2
Unaudited 30 June 2018 bearing months  Bmonths 1 year years years Total
Thousands of dollars
Financial assets
Cash, cash equivalents and balances with i s .
central banks ' 10168 474,559 ) - ) - 4%4a28
- Amounts tue from related parties - 31,00 - - - - 31,091
Due from banks and other financial ] . :
institutions - 361,885 - - - - 361,885
Financial assets designated at fair vaiue _ . _ ) ) . -
through profit or foss
Financial secu__rf_t_:es - 4 480 - - 21,497 16,015 41,992
Availablefor-sale assets - - - - - - .
Derivative fiiancial assets 6,387 . - - - - 8,387
‘lLoans and advances to customers - 998584 109,881 200201 154223 2,475 1,564,364
Other financial assets 4,639 - - - 187 - 4,796
_ Total financial Assets 21,195 1,870,599 109,881 2099201 175877 18,490 2495243
Financial lizbilities
Due to ceritrat banks and other financial ) 4 _ . ) . 4
institutions ' .
Amountts due to related parties: - -_975,3'62 33,518 ~ 71,512 44,262 1,124,654
Financial liabilities held for trading’ - - - - - - -
Derjvative finaritial Fability 819 - - - . - 819
Deposits fraem customers 70,891% 249,838 53,705 57.089. 49,173 60. 480,755
Cerificates of deposi - 84,306 24,652 3,887 - - 112,845
Subordinated loans due to related parties - 35,000 35,000 - - - '-7_:0,'0(_}0
Debt securities issuad - 421,998 - - ~ 43,455 485453
Other financial fiabilities 19,907 - - - - - 19,807
Total financial liabilities 91,617 1,766,505 146,875 60,986 120,685  B7,777 2','27'4,445
On-halance sheet gap {70,422} 104,094 {365,094) 238,218 55,192  (69,287) ‘220,798
Net .der'i\rati\._fe _no'ﬁonal' principals - 3,200- - - - {3,200 -
Net effectiva interest rate gap (70422) 107,294  (36,094) 238215 55,192 (72:487) 220,798
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Nuote 18 — [nterest Rate Risk.(continuéd)

Over 3 Cver 6. Qver1

Non- _ . monihs months  year and- .

) ) interest Upte3d andupte andupto upto2  Qver2
Unaudited 30 June 2017 bearing months & months 1 year years years Total
Thousands of dollars:
Financlal assets _
Cagh, cash equivalents and balances with: _ _ :
gentral banks. ' 16,122 25,028 - - - - 41150
Amounts due from related paifiés - 5213 - - - - 5,213
Bue from-banks and othiér finangial : ) o am
institutions _ - 102,360 - - - 102,360
Financial assets designated at fair value ) ~ . . _ ) .
through profit or loss
Financial securities - 11,460 - - - 35,885 47,445
Avaifable-for-sale sssets - - - - - - -
Deérivative financial assets 255 - - - - - 258
Loans and advances to customers - T14518 56,588 45,020 117.408 1071 934,603
Otherfinancial assets 3,396 - - - - 157 3,653
Total financial Assets . 19,773 858,576 56,588 45020 117,408 37213 1,134.57%
Financial liabilities’
Dueto central banks and otherfinancial ) 3 X i ) i 1
institutions - _ :
Amaunts due to relafed parties - 357145 - - - 26,272 383417
Financial fiabilities held for trading . - - . - - -
Derivative financlal Iiability 203 - " - - - 203
Deposits from custoimers 60,086 123,995 13,849 10,381 46,487 798 255,606
Certificates of deposit - 49,703 - " - - 49,703
Subordinated loans due to related parfies - - - - - - .
Debt securitles issued - 160,509 100,000 - - 34970 295478
Other financial liabilities. %314 - - .- - - 9.314.
Total financial liabilities. 69,613 681,352 113,849 10,381 45,487 52_,040 963,723
On-balance sheet gap {49,840) 167,223 (§7.261) 34,639 70,922 {24,827) 140,856
Net derivative nolional"principal_s - {19.800) 25,000 {2,000) - (3.200) -
Neféﬁecﬁve interest rate gap’ {49,840) 147,423 {32,261} 32639 7822 {28,027) 140,858
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Notes to and Forming Part of the Finaricial Statements 1eec @ HETHES
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Note 18 ~ Intérest Rate Risk (continued)
Over.3 Over 6 Qver 1

- Non- months  mionths  year and
] inferest Upto3 andupio and up upio 2 Over 2
Audited 31 December 2M7 “bearing months Bmonths. 1ol year years -years Total
~ Thousands of dollars
Financial assets
Cash, cash equivalents-and balances with ; ) v,
central banks - 19,454 308,840 - - - s 3287284
Amounts due from related parties - 12,605 - - - - 12,608
Due from banks and othér financial . ) ) ; . . i
institutions _ . '
Financial assets designated at fair value . _ ) ) . ) ;
through profit or loss
Fihancial securities - 4,476 v - 5,000 ‘30,750 40,226
Available-for:sale assets . - : - . . -
Derivative financial assets 273 - - - - - 273
Loans. and. advanices to customers - 851,041 33,467 193,989 180,060 850. 1,269,507
Other financial assets 3,789 - - - 157 - 3,946
Total finaneial Assets 23516 1,176,952 33467 193,989 195217 31,700 1,654,851
Financial liabilities
Bue to central banks and other financial ) ’ . ) ) . 1
institutions _ )
Amounts due to related parties - 505,271 32,824 - 21,141 126,126 685,362
Financial liabilities held for trading - - - . - - -
Derivative financial Tability 316 - - - - - 315
Deposits from customers 75,465 212,395, 36,621 16,498 77,765 775 418,520
Certificates of deposit - 54,679 - - - - 54,675
S'Ubordiha_ted Ib_ans due to related parfies - - 35,000 - - - 35,000
Debt securifies fssued - 276,195 - - - 35110  311;304
Gther financial labilities. 14,202 - - - - - 14,202
Total financial liabilities 89,983  1,048.541 104,445 16,498 88,907 162,011  1.520,385.
On-balance sheet gap (66,467) 128,421 {70,978} 177,491 86,3100 (130,311) 134,466 .
Net.dferiﬁati_ve notional pri’ncipal*s__ - 5,200 {2,000y - - {3,200) -
Net effective interest rate gap (66,467) 133,621  {72,978) 177.401 96,310 (133,511) 134,466

Note19 — Capital Adeguacy
(@) Issued Capital
The Bank had 233, 530; 975 fully paid up ordinary shares (lier ane capital) lssued at NZ:$1 per share as.at 30 June 2018.

A further capital injaction. of NZ$88,080K was received from ICBC on 28th June 2018 and subsequently additional shares. were
issued making the total share capital N25233,5401, (30 Jung 2017 NZ5145,460K, 31 December 2017: NZ$145 AB0K).

ICBC is the sole shareholder, Each share confers én the holder thé rightta:

+.one vote on a poll at a meeting of the shareholders on any resolution to;
-"appoiit or remove a Director or auditor; or
- alter the Bank's constitution; or
- approve a major. transaction; or
- approve an amalgamation under section 221 of the Companies Act 1993; or
- put the Bank into liquidation;

* aproportionate share in-dividends-authorised by the Board; and

+ a proportionate share T the distribution of the surplus asséts.of the Bank,
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Note 19 — Capital Adequaty {continued)
{h) Other Glasses of Gapital Instrument

On'2 February 2018, the Bank Issued subordinated loan of NZ$35m {*The loan"'to ICBC Head Office. The loan is subordinated,
unéegured loar of the Bank, and. will matured on 2 February 2023,

On 23:Navember 2017, the Bank issued subordinated loan of NZ$35m ("The loan"} tor ICBC Head Office. The loanis subordmated'_.
unsecured loan of the Bank,.and will matured on 23 November 2022,

The loan issued by the Bank qualifies for Tier 2 capital instriments subjéct to phase-out In accordance vith BS24, and:ihe.
allowance for-fax in gccordance with settion 10f(5) of subpart 2F under BSZA. {On 23 November 2017)

Regulatory capital adequacy ratios are calctiated by expressing capital as a percentage. of risk welghted exposures, As.:a
condition of registration, the Bank must comply with the following: minimum capital requirements set by the RENZ:

The Total capital ratio of the Banking Group'is not less than 8%;

The Tier 1 capital ratio.of the Banking Group is not less than 6%; _

“The Gommon Equity Tier 1 capital ratio of the Banking Graap Is hot less than 4.5%; ahd
The Total capital of the Banking Group I8 not l2ss than 30 million.

The capital adequacy tablas sef out below summarise the composition-of regulatory capital and cap:(al adequacy ratios as at
30 June 2018, 30 June 2017, and 31 Deéember 2017, The Bank has complied with both regulatory and internal capital
adequacy requwements

The Bank has considered other material risks. nt inchided below and whether to allocate any capital to' cover these risks. and
concluded that thase risks are not significant and has thetefore not allocated any capital te cover them.
{c) Tler one 'an_c_l two Capital

Thousands of dollars: 30 June 2018 30 June 2017 31 December 2047
Tier one capital

Common Equity Tier one capital

Issued and fully paid up share capital 233,540 145,460 145,460
Retained earhings {5;375) (2,092) {6,165¥
Accumulated cther comprehensive income:-and other

disclosed reserves: - - -
Interest -f_rum {ssue of ordinary shares - - -
Less! - . -
Goodwill and other intangiblé assets - - .
Regulatory adjustments - . -
Deferred fax asseis {7,923} {1,553) (5,538)
Total common equity tier'one. capital 220,242 140,915 133,757
Additional Tler ane capital

High-quality capital - - -
Instruments issued. - - -
Share premium from issue of instruments - - -
Assodiated retained eamings - - -

Less: Regulatony-adjustments - - - -
Total additional tier one capital - - -
Total tier one capital 220,242 140,915 133,757

Tier two.capital

Instruments issted by bank 70,000 - 35,000
Share prémium from issue of instruments. - - -
Revaluafion reserves - - -

Forgign curréncy {translation reserves “ - -
Leés: Regufatory iédjustments - - -
Total tier fwo capital 70,080 - 35,000
Total capital 280,242 144,915 168,757

The Bank currently has NZ2$70M capital Instruments Subject to phase-out eligibility as capital in terms of RBNZ's Baset LI
:transiiionai arrangement.
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As at:30June 2018

Note 19 — Capital Adequacy (continued)
(d) Credit Risk

) Minimum
Total exposure  Risk Pillar 1
after credit risk Risk weighted capital
30-June 2018 mitigation weight exposure  requirement
Calcildation of on-balance-sheet exposures 5000 % 000 000
" Cash.and-gold bullicn - - - -
Soverelgns and central banks ‘A54,B87 0% - -
Multilatera! development banks and cther intemational _ _ N .
organisation
‘Public sector entities 34,312 20% 6,862 549
Banks rating grade 1 418,724 20% 83,945 6715
Banks rating grade 2 (=3 months) 20,315 20% 4,083 325
Banks rating grade 2 (>3 months). 4,865 50% 2,483 188
‘Banks rafing:grade 3 {£3 maonths) - 20% - -
Bariks raiing arade 3 {=3 months) - 100% - -
Bariks raling grade 4 (<3 months) - - - -
Banks rating grade 4 (>3 months). - - - -
Banks.unrated (53 months} - 20% - -
Banks unrated (>3 months) 7,621 50% 3.5611 281
Corporate-without recognised mitigation 825,460 100% 825,460 66,037
Corporate-secured by coliateral 63,991 20% 12,768 1,024
‘Cerporate-guaranteed - - N .
E:?(i’dgg;i{,al morigages (owner accupied) not past due -LVR 378,988 35% 132,648 10,612
E)essclgzntlal morigages (investment) net past due -LVR up 271,636 a0% 108,654 8,692
Residential morigages not past due -LVR over 80% less ) 50% ) )
than 90% (owner Gecupied). L _ ' °
Resldenttal mortgages  nat past due -LVR over 80% less R 0% _ .
than 90%: (Investmerit)
.Past due residential moﬂga’gés 2,669 100% 2,669 213
Other past.die assets - B - -
-Equity heldings (net deducted from capital) that aie publicly ) _ - .
traded ’
All othier equity holdings (nét deduicted from capital) . - - -
Other assets. 21,308 100% 21,308, 1,708
Total on balance sheet expesures after credit risk. 2,505:277 ) 12'04' 400 66,952

mitigation

FCBG (NZ) Disclosure Statement | 47
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Note 19 - Capital Adequacy {continued)

_ _ Minimum

Credit Credit  Average Risk Pillar 1

Total Conversion ‘equivalent Risk weighted  capital

30 June 2018 expastirg Factor amount weight exposure requiremient
Calculation of off-balance.shest exposures $000 % -$'000 %o £000 $'000
Direct credit substitute - - - - - -
‘Asset sale with recourse - - - - - -
Forward asset purchase - - - - - -
Commitment with certain drawdown - S - - - <
Note issuance facility- - - - - - -~
Revalving underwriting facility - - - - - -
Performanceé-refated. contingericy 3,089 50% 1,645 100% 1,545 123
Trade-related contingericy 13,542 20% 2,708 100%. 2,708 217
Piacements of forward deposits < - ~ - - -
3‘(}*}2‘;‘;’::&:}%’;"; where;original maturity is, 290,794 50% 145397  100% 145307 11,632
gmir;‘;m‘fg";gﬁ'W“ere*"“gi“a' maturity Is 40,000 50% 20000  20% 4,000 320
Other commitments where. original. maturity is less 4,801 20% 850 100% 960 77

“than or equat to one year

Other commiiments that cancel autormatically

when the creditworthiness of the counterparty - - - - - -
“deteriorates or that can be.cancélled

uncenditionally at any time without prior notice

Market related contracts

{a) Farelgn exchange conlracts 203,802 1% 2,038 100% 2,038 163
-(b) Interést rate coniracts (exposure less than ) 0% } } }
1.yean) ! .

Interest rate contracts (exposure more than

. : " . o L p
1 year-and less ihan or equal to 5 years) 117,200 0.50% 586 100% 586 47
Interest rate contracts.(exposure-mare than _ . _ . .
5'years) ' B
{c) Other - OTC, ett. - - - - - ~
‘Total off:balance sheat exposures 673,228 - 173234 - 157,234 12,579
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IcBC @ HEAIHALT

Note 19 - Capital Adeguacy {continued)

_ Minimum
Total exposure Risk. Pillar 1

) after credit risk Risk weighted capital
30 June 2017 -mitigafion weight. exposure  requirement
Calculation of on-balance-sheet exposures s'000 % 5'000 $'000
Cash-and gold 'bullicn - - - -
-Sovereigns and central banks _1.}"208 G% - -
.Mu’ltilat'er_al development’ banks. and other international - . _ _
‘organisation
Public sector entities 34,785 20% 6,957 556
Ban[t_s rating grade 1 160,226 20% 30,045 2,403
Banks rating grade 2 (<3 months) 4731 20% 946. 75
Banks rating grade 2 (>3 months) 2,949 50% 1474 118
Banks rating grade 3 (s3 months) - 20% - -
Banks rating grade 3 (>3 moriths} - 100% - -
Banks rating grade 4:(s3 manths) . - - -
Banks rating grade-4 (>3 months} - - - -
Banks unrated (=3 months) 5,088 20% 1,020 82
Banks unrated (>3 months} 17,028 50% 8,514 681
Corporate-without recognised mitigation 559,884 100%. _559_.‘&84 44,791
Corporate-secured by coliatera 79,086 20% 15,997 1,280
-Corporafe-guaranteed - - - -
SS?LGES;EI mortgages {ownir occupled) not past due :LVR 165,730 35% 58,008 4,540
-zggti_)c‘{z?tial mortgages (invesiment) not-past due LVR up 82,091 40% 36,336 2,947
IS0 (ovmeromeued) . o000 s
Residential mertgages not past due -LVR ovér 80% less o
1han 90% (Investment) - 70% - -
Past due residential mortgages - - - -
Other past due assets - - - -
Equity holdings (not deducted from capitaf)-that are publicly . g _ B
traded )
All other equity holdings (not déductad from.capital) - - - -
Other assets 6,473 100% 6473 518
Total on balance sheet exposires -after credit risk 1,187,188 . 726,652 58132

mitigation
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As-at 30 Juné 2018

IcBC @ HEIHAL

Note 18 — Capital Adeguacy (continued)

'30 June 2017
Calculation of off-balance-sheet exposures

Total
expastre
3000

Credit
Conversion
Factor

%

Credit
equivalent
armount

-$'000

Average
Risk
weight

%

_ Minimum
Risk Pillar 1
weightéd _ Capital
exposure requirement:
$000 $'000

Direct credit substitute

Asset sale with recourge

Forward asset purchase’

Commitment with certain drawdown

Note issuance facility .

Revalvirg underwriting facility
Performance-related contingericy

Trade-related contingency

Placernents of forward deposits
“Qther commitments where original maturity Is more
thari one year

Other commitmerits-where ariginal maturlty Is more
than one year

Other commitments where original maturity Is less
‘than cr equal to one year )

‘Other commitiments thaf cancel automatically
when the creditworthiness of the counterparty
deteriorates or {hat.can be cancelied
unconditionatly at any time without prier notice

Market related contracts

(&) Foreign exchange contracts
{B) Iriterest rate contracts {exposure less than
"1 year) ’

Interest rate contracts (exposure morég:han
1 year and léss than or equal to 5 years)
Interest-rate contracts (exposure more than
5 years) '

(¢} Other - QTC, ete.

251,115

2128

971
67,120
3,200

50%
50%

20%

1%
0%
0.50%

125,557

426

0

16

100%

20%

100%

100%

“100%

125557 10,045

426 34

16 b

18 1

Total off-bafance shést exposures

331,692

125,588

128,588 10,367
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IcBC @ HEIMRT

Note 18 — Capital Adequacy (continued)

) Minfrmum

Total exposure ) _Risk Fillar 1

after credlt risk Risk- weighted capital
31 Decernber 2017 mitigation weight exposure  requirerment
Calculatlon of on-balance-sheet exposures $'000 " 5'000 £'000
Cash and gold bullion . - - -
Sovereigns and central banks’ 46,440 0% - -
Multilateral development. banks -and -other. -intemational } . _
-organisation:. ' B
Puiblic’sector entitles 34,551 20% 6,910 553
Banks rating gradea{ .312,882 20% 62,577 5,006
Banks rating grade 2 (=2 manihs) 5,684 20% 1,737 139
‘Banks rating grade 2 (>3 mionths} 13,585 50%. 5,842 547
Banks rating grada 3:(s3 months) - 20% “ L
Banks rating grade 3 (>3 manths) - 100% . -
Banks rating grade 4 (s3 months) - - . .
Banks rating grade 4 (>3 nionths) - - - -
Banks unrated (<3 months) - 20% - -
Banks unrated (>3 months) 18,588 50% 9,264 744
Corporate-without recagnised mitigation 715,668 100% 715,568 57,246
Cerporate-secured by coliateral 63,089 20% 12,618 1,009
‘Corporate-guaranteed - - - -
E: ?édSSéLﬁ'-‘“ortsages (owner occupied) not past due-LVR 284,225 35% 99,479 7.958
Eeaséd‘}zf'ltlal mortgages (investment) not past due -LVR up 152,852 40_% 61,141 4{ 891
Resldential mortgages not past due -LVR over 80% less ) 50% _
than 90% (owrier occupied) -
Residential morlgages not past due -LVR over 80% fess 70% .
than 90% (Investment) ) ) i
Past due residential mortgages - - - -
Other past.due assets - 100%, - “
Equity heldings (not deducted from capital) that-are publicly .
traded - - - )
All ather quity holdings {not deducted from capital) “ - - -
Other assets 11,468 100% 11,468 918
Total on balance sheet exposures after cradit risk 1,662,033 . 987,634.

mitigation

79,011
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Note 19 — Capitaj Adequacy {continued)

Minimum
_ Credit. Credit  Average Risk Pillar1
_ Total Conversion equivalent _ Risk weighted capital
31 December 2017 exposure: Factar- amount weight  exposure requirement
‘Calculation of off-balance-sheet exposures 000 % 5000 % $'000 -3'000
Direct credit substitute - - - - - -
Assef sale with recourse - - . - - -
Forward aséet purchase - - - - - .
Commitment with certaln digwidown - - - - - -
'Note issuance facility - - - - - -
Revoliing underwriting facility - - - - - .
Performance-related contingency 3,169 50% 1,584 100% 1,584 127
Trade-related contingency 20,206 20% 4,041 100% 4,041 323
Placeiments of forwaid depusits - - - - - -
Other commitments where original maturity is o - : p s A4
more than one year 350,453 50% 175,227 100% 175,227 14,018
Other comritments where ariginal _ma{urity Is ;. ; B, . .
more than one year : S 60,000 50% 30,000 20% 6,000 480
Other commitments where original maturity is fess . ; i
than of equal to one year 2,188 20% 438 100% 438 35
Other commitments that.cancel automatically
whan the creditworthiness.of the counterparty - - - - - -
detériorates or that can be cancelléd
unconditionally at-any time without prior notice
.Markef_ra_lated contracts
(ay Foreig_n exchange contracis 9,721 1% 97 100% 97 &
(b}:n;ggstwte -cantracts (exposure less than 2,000 0% . . . -
Interest rate contracts {exposure more.than i o mai . o
1 yearand fess than or equal to 5 years) 117:200 0.50% 586 100% 588 47
Inferest rate Contracts {exposure more than ) . . . ) _
5 years):
-{g) Other -OTC, ete. - - - - - -
Total off-balarice stieot exposures 564,938 - 211,873 - 187,973 15,038
Cradit Risk Mitigation

The Bank recognises on- and off~ba_|’a_nce-'sheet'n_e_ﬂing_in & simple and-fimited form. it Is- used tb.-mea_sure; t'he ritigating effects
of collateral for corporate learis secured by depesits and morigage loans secured by charge over residential property.
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As at 30 June 2018

Note 19 — Capital Adeguacy (continued)

{8) Residential mortgages hy lodn-to-valuation ratio

30 Juna 2018
Thousands of dollars

. . _— Dees not Exceeds 80% Exceeds :
Loar-to-valuationratio exceed 80% and not 0% 90% _ Total
Value of exposures: 653,294 - - 653,294
30.June 2047
‘Thousands of dollars

o - Does not. Exceeds 80%. Exceeds .

Loan-to-valuation ratie exceed 80% “and not 90% 90% Tatal
Value of exposures 257,821 1,000 - 258,821
31 December 2017
Thousands of dellars _

_ L Doesnot  Exceeds 80%. ‘Exceeds )
Loan-to-valiration ratio exceed 80% _arid not-90% 90% Total
_ Value of expdsures 437,077 - - 437,077

{f] Reconcillation of residential mortgage-rela'ted ‘amounts

“Thousarnds. of dollars

-30.June 2018

icec @ HEATARS

30 June 2017 31 December 2017 )

Residential mortgage foans {as disclosed in Note's)
‘On balance sheet exposures

Residential — owner occupied 383,497 167,233 284,751
Residential - Investment 272,946 92,290 153,174
_ Provisions for impairment losses on loans and advances (3.150) {702) (848}
Residential morgages by loan-to-valuation ratio 653,293 258,821 437,077
O halance sheet gxposuras . - -
“Tota) 653,293 258,821 437,077

{g) Credit risk mitigation

30 June 2018

Theusands of dollars

Total value of en-and-off-

Total value of on-and-off-
balance sheet

: balance sheet
exposures coverad by exposures. covered by
eligible collateral (after. guarantees or credit
' haircutting) derivafives

Exposure Ciass

Soversign or centrat bank
Multilateral development bank
Public.sector entities

Bank -

Corporate

Residential morigage

Qther

Total

63,991 -
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ICBC &) REIHRT

Note 19 - Capital Adequacy (continued)

30 Jurie 2017

Thousands of dollars

Total value of on-and-off-

balance shaet

exposures covered by
_eligible collatéral (after

haircutting)

Total'value of on-and-off-
halance sheet

exposures covered by
guaranteas. of regt
derivatives

Exposure Class

Soverelgn or central bank
Multilateral devélopment bank
Public sector entifies

Bank '

Corporate

Residential morigage

Other

Total

79,985,

31 December 2017

Thousands of .dollars

Total value of on-and-off-
balance sheat

exposures covered by
eligible coliateral (after:

haircutting)

Total value of on-and-off-
~ balance sheet
exposures - covered by
guarantees. or credit
derivatives’

. Exposure Class.

Sovéreign ar'central bank

Muttitateral developrent bank

Public sector entities

Bank

Carporate

Residential morigage
__Other

Total

{h) Operational risk__t:_api_tal reguirement

30 June 2018

implied risk weighted  Total operaticnal risk

Thousands of dollérs. exposure, ‘capital requirement
Operational risk 55,900 4,472
30.Jurie 2017

_ Irnplied risk weighted Total operational risk.
Thousands_ of dollars - ) exposure capital requirement.
QOperational risk 121,400 9,712

31 December 2047

Thousands of dollars

Implied risk weighted:

exgosure

Total cperational risk
capital requirement

Operationat risk

172,575

13,806
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Asat 30 June 2018

IcBC @ PEBIGESA

Note 18 — Capital' Adequacy (continued)

{1) Market Risk

Market risk exposures have been calculated in accordance with the methodology detailed In'Part 10 of the RENZ's BS2A Capital
Adeguacy. framework; and schedufe 8.of the Registered Bank Disclosure Statements {New Zéaland Incorporated Registered
Bainks) Order 2014 {as amendgd) (the “Order”). Peak exposures are calculated usmg the. Bank's shareholders equity at the end.

of the perod.
30 Juhe 2018 End-period capital.charges Peak end-of-day capital charges
Implied-risk Implied risk
welghted Aggregate welghted Aggregate
Thousands of dollars exposture capital charge exposure capitaj charge
Interest réte risk 73,288 5.853 95,663 7,653
Foreign currency risk 2,625 210 14,025 1122
Equity risk - - - -
Total capital requirements 75,813 8,073 108,688 8,775,
30 June 2018
Risk weighted
) exposure or’
Tatal exposure. imptied risk.
o ) after credit risk weighted Capital
_Thousands of dellars ritigation exposure_____ Requirament
Total-tredit risk + equity 3,178,505 1,361,624 108,931
Giperational risk - 58,900 4,472
Market risk - 75,913 6,073
Total 3,178,505 1,493,447 119,476
30 June 2017 End-period capital charges Peak end-of-ddy capital chargas
Implied risk. Irmplied risk:
o - weighted Aggregate weighted Agaregate
“Thousands of dojlars. exposure _capital charge exposure capitat charge
Interest rate risk 32,600 2,608 54,650 4,372
Foreign currency risk 1,375 110 12,600 1,008
__Equity risk. - - - -
Total capital requirements 33,875 2,718 67,250 5,380
30 June 2017 .
Risk weighted
exposure or
Total exposure implied risk )
. L after credit risk weighted Capital
Thousands of dollars mifigation exposure Reguirement
Total credit risk + equity 1,468,881 856,240 68,489
Cperational risk’ - 121,400 g 712
Market risk - 33,988 2,718 _
Total 1,468,881 1,011,628 80,930
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IcBC @) wEIHBRE

Note 19 — Capital Adequacy (céntinued)

31 December 2017

End-period capital charges

Peak end-tc-day capital charges

Implied risk o Implied risk
o weightéd Aggregate weighted Aggregate
__Thousands of dollars .exposure’ capital charge’ exposure capital charge
Interest rate risk 88;4?_’_5__ 7,078 94,863 7,588
Forelgn currency risk 1,488 119 12,800 1,008
Eguity risk. - - “ -
_Total capital requlrements: ‘89,963 7.197 107,463 8,587
3i December 2017
Risk weighted
exposure ar
Total exposure ‘Tmiplied rigk:
e e -after credit risk. ‘welghted Capital
Thousands of dallars: mitigation exposure Requirement
Total credit risk +-equity 2,226,971 1,175,607 94,049
Operalional risk 172,575 13,806
_Market risk - ‘89,063 7,197
. Total 2,228,971 1,438,145 115,052 .
Capital ratios
Regulatary Capitsl Ratios Rﬁﬁﬁﬁ? 30.June 2018 30 Juna 2097 31 December 2017
Cornmuon Equity Tier 1 Capital Ratio 4.50% 14.75%" 13.93% 9.30%"
TierA Capital Ratio £.00% 14.75% 13.93% 9.30%
Total Qualifying Gapital Ratio 8.00% 19:43% 13.93% 11.73%
R'BJ_\IZ required Buffér Ratig 2.50% 8.75% -B:93%. 3.30%

{i} Capital for Othar Matarlaf Risks

The Bank's Internal Capital Adequacy ‘Assessment Process (ICAAP) captures all material risks that the Bank faces including
those not captured by Fillar 1.regulatory. capital requirements, namely strategic risk, reputational risk and start-up business risk.
Noting this, the Bank has set additional buffer at: 2% {30 June 2017: 2%, 31 Decémber 2017:2%) within the board target-to
mitigate ali the Pliiar |l risks Iri-its {CAAPas a prudent tréatment.

{k) Regula!ory- liquidity ratios
The Bank calculates: llqmdlly ratios in accordance with RBNZ's Liquidity Policy {B513)("B513"). Ratios are calculated daily &s

required by the Bank's. Conditions of Registration in relation to liquidity-risk management. The table below shows the quaﬂerly
average ratio which.is produced in line with Reserve Bank rules and guideline.

Unaudited _ Unaudited

Forthe 3 months ended  For the 3 mionths ended

30.June 2018 31 March 2018

One-week mismaich ratio 4.37% 4.81%
One:manth mismatch ralio 2.85% 4.48%
Core funding ratio 86.94% BB,36%

ICBC (NZ) Disclosure Statement | 56
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Note 12 — Capitai Adéquacy {continued)
(i) Capital adequacy of Ultimate Parent Bank

The Ultimate Farent Bank of the industrial and Commercial Bank of China (New Zealand) Limited is {CBC. The Ultimate Parent
Bank Group comprises the Ulimate Parent Bank and its subsidiariés.

Both the Ultimate Parent Bank and the Ultimate Parent Bank Group are required by the China Banking and Insurance Regulatory
Commission (CBIRC) te hold minimum capital:at teast equal to that specified tnder the standardised Basel 1l approach.and are
required to publicly disclose this capital adeguacy informatien on a quarterly basis. This Information is made available tq users
via the ICBC website (www.iche.com.cn).

The Ultimate Parent Bank and the Uitimate Parent Bahk Group.each met the capital requirements imposed on.them by the
CBIRC as-at 31 March 2018, the latest reporting date.

Thie capital ratios below have been calculated in accerdance with {he Measures for Capital Management-of Commercial Banks
(Trial); issued by the CBIRC,

31 March 2018 31 March:2017 -3 December 2017

‘Ultimate Parent Bank Group _ '

Gammon Equity Tier 1 Capital Ratio 12.64% 12.98% 1277%
Tier 1 Capital Ratia 13.13% 13.51% 13.27%
Tétal Capital Ratio 15.09% 14.66% 15.14%
Ulfimate. Parent Bank |

Commeri Equity Tiar 1 Capital Ratio 12.82% 13.06%. 12.88%
“Tier 1 Capital Ratio 13.25% 13.64% ) 13.44%
Total Qualifying Capital Ratio- 15.31%. 14.79% 15.39%

Note 20 — Risk Managément Policies

There have heen no miaterial changes to the risk management policies, and no new catagories of fisk 16 which the Bank has
become exposed since 31 December 2017.

Note 21 --Securitisation, Funds Managerment; Other Fiduciary Activities and the Marketing and
Cistribution of Insurance Products

As at balarice date the Bank was not involved in:
» The establishment, marketing, or spongorship c_f-'t_ru_s't,- custodial, funds management or other fiduciary activities; or
» The origination of securitised assets; or _
*« The marketing-or servicing of securitisation schemes; or - _
* The marketing and distribution of insurance products or conducting of insurance husiness,
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naependent Review Report

To the:Shareholder of Industrial and Commercial Bank of China (New Zealand) Limited

Report on the half year disclosure statement

-.g_statements 3nd cupplementary information of
{ndustrial and Commermal Bank of China{New .
;-Zeaiandl Limited tthé "Regmterud Bank"}: on pages:
1310 57, nothing: has come 16 .6ur aﬂentmn that
causes us to ba]uevn that: -

the. mter:m fmanuai statementq do not
* present fairtyin all material respects the
. Registered Bank's financial position.asat ./ .
 30-June 2018 and its financial performance' :
and cash flows:for the 6 month per;od
. epded on that date; -

- the interirn financial statpment*; {ex; udmg o
- the supplementary information disclosed -
. in‘aéeordance with Schedules 5,7, 9, 13,
~ 18and 18 of the Registered Bank
¢ Disciosure Staiements (New Zeslarid -
" {acarporated Registered Banks) QOrder
© 2014 (as amended} {the " Order”}); haw
not been prepared, in ali material respect
-+ with NZ1AS 34 Interim Flnanwa! Repomn'
TOMNZIAS 347

' the suppiememar\; tr:formation does not '
.fanrly state ‘il matenat respects, the -
maﬂera to which it retates in: accordance

. with Schedules B, 7, 8,
the Order; and '




e~ i
Xz Basis for conclusion

A review of the half year disclosure statement in accordance with Néw. Zealand Standard on Review
Engagements 2410 Review of Financial Statements Performed by the Indepandent Auditor of the Entity (" NZ
:SRE 2410"} is a limited assurance engagement. The auditor-performs procedures, censisting of making
enquiries, primarily of persons respensible for financial and accounting matters; and applying analytical and other
review procedures.

As the auditor of the Registered Bank, NZ SRE 2410 requires that we comply with the ethical requirements
refevant to the audit of the annual financial statements.

Our firm has-also provided other services to the Registered Bank in.refation to review and taxation consulting
‘erigagemerits, Subjéct to certain restrictions; partners and employees of ourfirm may also deal with.the Bank on
normial terms within the. ordinary course of trading-activitiés of the business of the Registered Bank. These
matters have not impaired ouf indepandence as auditor of the: Registered Bank for-this éngagement. The firm
has no other relationship With‘,._or'tntarest.in_,'t'he Registered Bank.

xg‘]mm Emphasis of matter ~ valuation of loan
We draw attention to-Note 1{4} to the interim financial statements which describes the significant estimation
uncertainty that exists in measunng the specific: provision against the loan of a significant borrower Group going
into voluntary aclmmlstratlon Due to the complexity and uncertainty arcund the valuation of the 1oan ‘the final
provision may vary substantially from the provision recorded in the disclosure statements, Qur opinion is:not
modified in respect-of this matter.

s“ - - - o .- - . .
'y} Use of this independent review report

This independent review reportis made solely {0 the shareholdar as-a body. Our review woik has been
undertaken so that we rriight_s__tate to the shareholder those mattars we are required to state to therm'in the
independent review report.and for no othar purpose. To.the fullest extant. permitted by law, we do not dccept of
assume responsibility to anyone other than theshareholder as a body for our review work, this :ndependent
review report, or any of the opinions we have formed,

n Responsibilities of the Directors for the half year disclosure statement

The Directors, on behalf of the Registered Bank, are responsible for:

-—the_praparation and-fair- presentation of the half year disclosure statement in accordance with NZ IAS 34 and
Schedules 3, 5, 7, 13; 16 and 18 of the Ordear;

—- the preparation and fair pfesentation of the supplementary information in regards to capital adequacy and.
regulatory liquidity requirements in accordance with the Registered Banks conditions of ragistration, Capitai
Adequacy Framewiork [Standardised Approach} {(BS$2A) and Schedule 9 of the Order;

— im_p_lementm_g necessary internal control to enable the preparation of a half year disclosure statement that is
fairly presented and free from material misstatement, whether dug to fraud or error; and

- assessing the ability to continus as a going concern. This includes disclosing, gs applicable, mriatters related
to.going concern arid using the going concern basis of accountlng unless they either infend to liquidate orto
cease operations, or have no realistic alternativé butto doso.
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x ,e,-., Auditor’s responsibilities for the review of the halif year disclosure
statement

O_urresponéibit[t'y is to-express.a conclusion on-the half year disclosure statement based on our review. We
conducted our reviews in accordance with NZ SRE 2410. NZ SRE 2410 requires us to-conclude whether anything
‘has come to our attention-that-causes us 1o believe that the;

— the interim financial staternents do not present fatrty in-all material respects the Registered Bank's 'fina__njcial
position as at 30 Juie 2018 and its financial performance and cash flows for the 8 month period ended on
that date;

— the interim-financial statements do not, in all material respacts, comply with NZ 1AS 34:

— the supplementary information does not, fairiy state, in.all material respects, the matters to which itrelates
in accordance with Schedules 5, 7, 13, 16 and 18 of the Order; and
— the suppleméntary infotmation relating to capital adequacy and regulatory liquidity requirements is not,
prepared in all material réspects, in accerdance with the Hé_gistered-Banks Conditions of Registration,
Capital Adequacy Framework (Standardised Approach) (BS2A) and disclosed in accordance with Schedule 8
of the Order.
Thé procedures performed in a re'\riew;_ar_e.s_l._;bstanti_ai_lv'Iess_-th_an_ those performed in an audit copducted'in
_accordance _Wit_h International Standards on Auditing (New Zealand}. Accordingly we. do not express an gudit.
. opinion‘on the hialf year disclosure statement.

o,

KPMG
Auckland

31 August 2018
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