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@ BANK OF CHINA

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2020
(Amount in millions of Renminbi, unless otherwise stated)

2020 2019
ASSETS
Cash and due from banks and other
financial institutions 803,145 565,467
Balances with central banks 2,076,840 2,078,809
Placements with and loans to banks and
other financial institutions 939,320 898,959
Government certificates of indebtedness for
bank notes issued 168,608 155,466
Precious metals 223,313 206,210
Derivative financial assets 171,738 93,335
Loans and advances to customers, net 13,848,304 12,743,425
Financial investments 5,591,117 5,514,062
- financial assets at fair value through profit
or loss 504,549 518,250
- financial assets at fair value through other
comprehensive income 2,107,790 2,218,129
- financial assets at amortised cost 2,978,778 2,777,683
Investments in associates and joint ventures 33,508 23,210
Property and equipment 248,589 244,540
Investment properties 22,065 23,108
Deferred income tax assets 58,916 44,029
Other assets 217,196 179,124
Total assets 24,402,659 22,769,744
LIABILITIES
Due to banks and other financial institutions 1,917,003 1,668,046
Due to central banks 887,811 846,277
Bank notes in circulation 168,751 155,609
Placements from banks and other financial
institutions 411,949 639,675
Financial liabilities held for trading 17,912 19,475
Derivative financial liabilities 212,052 90,060
Due to customers 16,879,171 15,817,548
Bonds issued 1,244,403 1,096,087
Other borrowings 26,034 28,011
Current tax liabilities 55,665 59,102
Retirement benefit obligations 2,199 2,533
Deferred income tax liabilities 6,499 5,452
Other liabilities 410,373 365,173
Total liabilities 22,239,822 20,793,048
EQUITY
Capital and reserves attributable to equity
holders of the Bank
Share capital 294,388 294,388
Other equity instruments 277,490 199,893
Capital reserve 135,973 136,012

Treasury shares ®) @)

Other comprehensive income 4,309 19,613
Statutory reserves 193,438 174,762
General and regulatory reserves 267,981 250,100
Undistributed profits 864,848 776,940

2,038,419 1,851,701
Non-controlling interests 124,418 124,995
Total equity 2,162,837 1,976,696

Total equity and liabilities 24,402,659 22,769,744

: 1 Fuxingmen Nei Dajie, Beijing 100818, People’s Republic of China.
Tel : (86) 10-6659 6688 Fax : (86) 10-6601 6871 Swift : BKCHCNBJ
website: www.boc.cn
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CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2020
(Amount in millions of Renminbi, unless otherwise stated)

2020 2019
Interest income 760,070 758,007
Interest expense (344,152)  (367,957)
Net interest income 415,918 390,050
Fee and commission income 88,640 88,099
Fee and commission expense (13,118) (14,287)
Net fee and commission income 75,522 73,812
Net trading gains 8,055 28,563
Net gains on transfers of financial assets 9,547 3,477
Other operating income 58,605 54,108
Operating income 567,647 550,010
Operating expenses (202,411)  (198,269)
Impairment losses on assets (119,016)  (102,153)
Operating profit 246,220 249,588
Share of results of associates and joint ventures 158 1,057
Profit before income tax 246,378 250,645
Income tax expense (41,282) (48,754)
Profit for the year 205,096 201,891
Attributable to:
Equity holders of the Bank 192,870 187,405
Non-controlling interests 12,226 14,486
205,096 201,891
Earnings per share (in RMB) - -
- Basic 0.61 0.61
- Diluted 0.61 0.61
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2020
(Amount in millions of Renminbi, unless otherwise stated)
Profit for the year 205,096 201,891

Other comprehensive income:
Items that will not be reclassified to profit or loss
- Actuarial gains on defined benefit plans 101 13
- Changes in fair value on investments in equity instruments
designated at fair value through other

comprehensive income (651) 2,146
- Other 10 (69)
Subtotal T (540) — 2,090
Items that may be reclassified subsequently to profit or loss
- Changes in fair value on investments in debt instruments

measured at fair value through other

comprehensive income (2,976) 11,919
- Allowance for credit losses on investments in debt instruments

measured at fair value through other

comprehensive income 3,084 515
- Share of other comprehensive income of associates and joint

ventures accounted for using the equity method (130) (440)
- Exchange differences from the translation

of foreign operations (21,549) 7,089
- Other (751) 602
Subtotal (22,322) 19,685
Other comprehensive income for the year,

net of tax (22,862) 21,775
Total comprehensive income for the year 182,234 223,666
Total comprehensive income attributable to:
Equity holders of the Bank 177,424 205,601
Non-controlling interests 4,810 18,065

182,234 223,666

CAPITAL ADEQUACY RATIOS
(Amount in millions of Renminbi, except percentages)
Risk-weighted assets 15,109,085 14,123,915
Core capital adequacy ratio 11.28% 11.30%
Capital adequacy ratio 16.22% 15.59%

Independent Auditor’s Report

To the shareholders of Bank of China Limited

(Established in the People’s Republic of China with limited liability)

Opinion

We have audited the consolidated financial statements of Bank of China Limited
(the “Bank”) and its subsidiaries (the “Group”) set out on pages 193 to 417, which
comprise the consolidated statement of financial position as at 31 December 2020, and
the consolidated income statement, the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial statements, including
a summary of significant accounting policies. In our opinion, the consolidated financial
statements give a true and fair view of the consolidated financial position of the Group as
at 31 December 2020, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International Financial Reporting
Standards (“IFRSs”) issued by the International Accounting Standards Board (‘IASB”) and
have been properly prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”)
issued by the International Auditing and Assurance Standards Board. Our responsibilities
under those standards are further described in the Auditor’s Responsibilties for the Audit
of the Consolidated Financial Statements section of our report. We are independent of the
Group in accordance with the Code of Ethics for Professional Accountants (the “Code”)
issued by the Hong Kong Institute of Certified Public Accountants, and we have fulfilled
our other ethical responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consolidated financial statements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our audit addressed the matter
is provided in that context. We have fulfilled the responsibilities described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial Statements section of our report,
including in relation to these matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks of material misstatement
of the consolidated financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for our audit opinion
on the accompanying consolidated financial statements.

Key Audlit Matter: Impairment assessment of loans and advances to customers

The Group uses a number of models and assumptions in the measurement of expected
credit losses, for example:

+ Significant increase in credit risk — The selection of criteria for identifying significant
increase in credit risk is highly dependent on judgement and may have a significant impact
on the expected credit losses for loans with longer remaining periods to maturity.

+ Models and parameters — Inherently complex models are used to measure expected
credit losses. Modelled parameters have numerous inputs and the parameter estimation
involves many judgements and assumptions.

+ Forward-looking information — Expert judgement is used to create macroeconomic
forecasts and to consider the impact on expected credit losses under multiple economic
scenarios given different weights.

+ Individual impairment assessment — Identifying credit impaired loans requires
consideration of a range of factors, and individual impairment assessments are dependent
upon estimates of future cash flows.

Since loan impairment assessment involves many judgements and assumptions, and in
view of the significance of the amount (as at 31 December 2020, gross loans and advances
to customers amounted to RMB14,216,477 million, representing 58% of total assets, and
impairment allowance for loans and advances to customers amounted to RMB368,619
million), impairment of loans and advances is considered a key audit matter. Relevant
disclosures are included in Note I1.4, Note lll.1, Note V.17 and Note V1.3 to the consolidated
financial statements.

How our audlit addressed the key auclit matter

We evaluated and tested the effectiveness of design and implementation of key controls
related to the credit approval process, post approval credit management, loan grading
system, collateral monitoring, loans with deferred principal and interest payments as well
as loan impairment assessment, including relevant data quality and information systems.
We adopted a risk-based sampling approach in our loan review procedures. We assessed
the debtors’ repayment capacity and evaluated the Group’s loan grading, taking into
consideration post-lending investigation reports, debtors’ financial information, collateral
valuation reports and other available information. With the support of our internal credit risk
modelling experts, we evaluated and tested the important parameters of the expected credit
loss model, management’'s major judgements and related assumptions, mainly focusing on
the following aspects:

1. Expected credit loss model:

+ In response to the macroeconomic changes, the COVID-19 pandemic implications and
the supporting policies from government authorities, we assessed the reasonableness of
the expected credit loss model methodology and related parameters, including probability of
default, loss given default, exposure at default, and significant increase in credit risk.

+ Assessed the forward-looking information management used to determine expected credit
losses, including the forecasts of macroeconomic variables and the assumptions of multiple
Macroeconomic scenarios.

+ Evaluated the models and the related assumptions used in individual impairment
assessment and analysed the amount, timing and likelihood of management’s estimated
future cash flows, especially cash flows from collateral.

2. Design and operating effectiveness of key controls:

+ Evaluated and tested the data and key controls used to determine expected credit losses,
including loan business data, internal credit rating data, macroeconomic data, as well as
impairment system computational logic, inputs and interfaces among relevant systems.

+ Evaluated and tested key controls over expected credit loss models, including approval of
model changes, ongoing monitoring model performance, model validation and parameter
calibrations.

We evaluated and tested the design and operating effectiveness of internal controls related
to disclosures of credit risk and impairment allowance.

Key Audiit Matter: Valuation of financial instruments

The Group has applied valuation techniques to determine the fair value of financial
instruments that are not quoted in active markets including bonds, funds, equity investments
and over-the-counter derivatives. These valuation techniques, particularly those requiring
significant unobservable inputs, usually involve subjective judgement and assumptions.
Valuation results can vary significantly when different valuation techniques and assumptions
are applied. As at 31 December 2020, financial instruments measured at fair value of the
Group mainly included RMB2,612,339 million in financial investments, representing 11%
of total assets. Financial instruments which require significant unobservable inputs in
estimating fair value, and hence categorised within level 3 of the fair value hierarchy, involve
higher uncertainty in their valuation. As at 31 December 2020, 5% of financial investments
measured at fair value were categorised within level 3. Due to the significance of financial
instruments measured at fair value, and the uncertainty in valuation involving significant
judgement for unlisted equity and fund investments as well as illiquid asset-banked
securities, valuation of these financial instruments is considered a key audit matter.
Relevant disclosures are included in Note 111.2 and Note V1.6 to the consolidated financial
statements.

How our audit addressed the key audit matter

We evaluated and tested the design and operating effectiveness of key controls related to
the valuation of financial instruments, independent price verification, and independent model
validation and approval. We evaluated the valuation techniques, inputs and assumptions
through comparison with the valuation techniques commonly used in the markets, validation
of observable inputs using external market data, and comparison with valuation outcomes
obtained from various pricing sources. For valuations which used significant unobservable
inputs, such as unlisted equity investments and private equity fund investments, we involved
our internal valuation specialists in assessing the models used, re-performing independent
valuations, and analysing the sensitivities of valuation results to key inputs and assumptions.

We evaluated and tested the design and operating effectiveness of internal controls related
to disclosures of fair value.

Key Audit Matter: Structured entities

The Group has interests in various structured entities, such as bank wealth management
products, funds and trust plans, in conducting financial investments, asset management
business and credit assets transfers. The Group determines whether or not to consolidate
these structured entities based on the assessment of whether the Group has control taking
into consideration the power arising from rights, variable returns, and the link between
power and returns. The assessment of the Group's control over structured entities involves
significant judgement on factors such as the purpose and design of structured entities, its
ability to direct the relevant activities, direct and indirect beneficial interests and returns,
performance fee, remuneration and exposure to loss from providing credit enhancement or
liquidity support. Due to the significance of the unconsolidated structured entities and the
complexity of judgement exercised by management, consolidation or non-consolidation of
structured entities is considered a key audit matter. Relevant disclosures are included in
Note I11.7 and Note V.46 to the consolidated financial statements.

How our audlit addressed the key auclit matter

We evaluated and tested the design and operating effectiveness of the key controls related
to the Group’s assessment of whether it controls a structured entity. We assessed the
Group's analysis and conclusions on whether or not it controls structured entities based on
the Group’s analysis on its power over structured entities, and the magnitude and variability
of variable returns from its involvement with structured entities. We also assessed whether
the Group has legal or constructive obligation to absorb any loss of structured entities by
reviewing relevant term sheets, and whether the Group has provided liquidity support or
credit enhancement to structured entities, as well as the faimess of transactions between
the Group and structured entities. We evaluated and tested the design and operating
effectiveness of internal controls related to disclosures of unconsolidated structured entities.

Other Information included in the Annual Report

The directors of the Bank are responsible for the other information. The other information
comprises the information included in the Annual Report, other than the consolidated
financial statements and our auditor’s report thereon. Our opinion on the consolidated
financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon. In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing
to report in this regard.

Responsibilities of the Directors for the Consolidated Financial Statements

The directors of the Bank are responsible for the preparation of the consolidated financial
statements that give a true and fair view in accordance with IFRSs and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such internal control as
the directors determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors of the Bank are responsible
for assessing the Group’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concem and using the going concern basis of accounting unless
the directors of the Bank either intend to liquidate the Group or to cease operations, or
have no realistic alternative but to do so. The directors of the Bank are assisted by the
Audit Committee in discharging their responsibilities for overseeing the Group’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our opinion. Our report is made solely
to you, as a body, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements. As part of an audit in accordance with
ISAs, we exercise professional judgement and maintain professional scepticism throughout
the audit. We also:

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

+ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s internal control.

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

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

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

+ Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit. We also provide the Audit
Committee with a statement that we have complied with relevant ethical requirements
regarding independence and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable,
actions taken to eliminate threats or safeguards applied. From the matters communicated
with the Audit Committee, we determine those matters that were of most significance in the
audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Leung
Shing Kit.

Ernst & Young
Certified Public Accountants
Hong Kong, 30 March 2021

The notes form an integral part of the audited financial statements and a full understanding
of the statements and the state of affairs of Bank of China Limited and its subsidiaries
cannot be achieved without reference to the complete set of the audited financial
statements.

The Annual Report, list of Board of Directors and list of subsidiaries are available at Bank of
China Limited, Singapore Branch.

BANK OF CHINA LIMITED (INCORPORATED IN CHINA)
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