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I. Company Profile and Milestones in 2017 

Opened in October 2010, Australia and New Zealand Bank (China) Company Limited (“ANZ 

China or the Bank”) is a wholly owned subsidiary by Australia and New Zealand Banking 

Group Company Limited (“ANZ”). As one of the largest Australian investors, ANZ’s presence 

in China can be traced to more than 30 years ago. Now ANZ is the only Australian bank which 

is locally incorporated in China and ANZ China is also the only Australian bank with both local 

and foreign currency capabilities in Mainland China. 

 

As of end of 2017, ANZ China has branches in Beijing, Shanghai, Guangzhou, Chongqing, 

Chengdu, Hangzhou and Qingdao. 

 

Key Milestones of ANZ China in 2017: 

June: ANZ’s Board Directors and group executive members held a study tour in China across 

Beijing, Shanghai and Hangzhou to meet with government officials and clients, they have 

emphasized ANZ’s commitment to China and Chinese corporate clients. 

July: The transfer of ANZ China’s Retail and Wealth business to DBS China was successfully 

completed on 15th July, 2017. Going forward, ANZ will focus and strengthen its Institutional 

Business in Asia and continue its focus on China. ANZ China will continue to leverage its 

unique regional network and expertise to support our customers who are driven by the trade 

and capital flows across the region. 

December: ANZ China won the Leading Foreign Bank Award in 2017 by Pengpai Media. 

 

ANZ is one of the largest companies in Australia and New Zealand. As of the end of 2017, 

ANZ’s network covers 29 markets in Asia Pacific and 34 markets globally. For the fifth 

consecutive year in 2017, ANZ remains Top 4 Corporate Bank in Asia in Greenwich Associates 

Large Corporate Banking survey.  
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II. Basic Information of the Company (as of 31st December 2017) 

1. Legal Name：Australia and New Zealand Bank (China) Company Limited 

      Legal Representative ：：：：Farhan Faruqui   

2. Registered Address：17th & 15th Floor and Unit 12B, Mirae Asset Tower, 166 Lujiazui 

Ring Road, Pudong, Shanghai. 

Post Code：200120 

Telephone: +86 21 6169 6001 

Retail Hotline：400 920 8880 /+86 21 61696127 

Retail Complaint：800 820 7072 /+86 21 61696127 

Website：www.anz.com.cn 

3. Other Information 

 Date of Incorporation： 16 September 2010 

 Registration Authority： Shanghai Municipal Administration for Industry and 

Commerce 

 Centralized Social  

Credit Code：  

91310000561913643B 

 Registered Capital： RMB 6,225,000,000 

 Shareholder： Australia and New Zealand Banking Group Limited 

 Shareholding： 100% 

 Type of Company： Limited Liability Company (Wholly Foreign Owned) 

 Business Scope： To provide all kinds of foreign exchange services and 

Renminbi services to all types of customers within the 

following scope: 

taking deposits from the public; extending short-term, 

medium-term and long-term loans; acceptance and 

discounting of negotiable instruments; trading of treasury 

bonds, financial bonds and other foreign currency 

denominated securities (other than stocks); provision of 

letter of credit services and guarantees; domestic or 

international settlements; sales and purchase of foreign 

exchange and acting as an agent for selling and purchasing 

foreign exchange; insurance agency; inter-bank lending; 

bank card business; safety box services; creditability 

investigations and consultancy services; such other 

businesses as approved by the CBRC.（Business operation 
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that involves administrative permit shall run with the 

permit）. 

 

 

 

Auditor： 
KPMG Huazhen (Special General Partnership) Shanghai 

Branch 
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III. Summary of Financial Status 

As at 31 December 2017, ANZ China’s total assets is RMB42.90 billion which includes loans & 

advances (gross) amounting to RMB9.42 billion, the Bank’s total liabilities is RMB35.25 billion 

which includes total deposit amounting to RMB 17.80 billion. In terms of financial results in 

2017, the Bank achieved RMB 0.92 billion as operating income, with RMB0.13 billion NPAT 

(net profit after tax). In 2017, the Bank sold its retail business which caused decrease of 

assets and liabilities, however, the Bank still keeps all prudential ratios well within regulatory 

requirements, with its capital adequacy ratio at 19.27%, loan-to-deposit ratio (RMB business) 

at 47.58% and non-performing-loan ratio at 0.50%.  

 

  Y2017 Y2016   

        RMB million RMB million Change Rate 

Business Performance       

Total Operating Incomes 922.76 1,322.29 -30.22% 

Net Profit after Tax 126.39 327.54 -61.41% 

Balance Sheet       

Loans & Advances (Gross amount) 9,402.13 14,525.86 -35.27% 

Total Assets 42,899.26 46,997.68 -8.72% 

Total Deposits 17,800.35 20,511.38 -13.22% 

Equity 7,654.36 7,746.77   

Main Ratio       

Loan to Deposit Ratio (RMB Business) 47.58% 74.29%   

Cost Income Ratio 87.39% 63.44%   

Liquidity Ratio 84.10% 89.08%   

Capital Adequacy Ratio 19.27% 17.54%  

Leverage Ratio 14.10% 12.44%   

 

 

*Noted: Cost Income Ratio = Operating Expenses / Operation Income X 100% 
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IV. Risk Management 

A. Wholesale Credit Risk 

1. Oversight by the Board of Directors, two level Risk Management Committee and the 

Senior Management 

The Board of Directors of ANZ China is responsible for overall risk appetite of the bank, 

reviewing and approving the bank’s risk management targets and strategies. The Board of 

Directors approves the Credit Approval Discretion (CAD) schedule and delegates the credit 

authority down to CRO, who will further delegate to relevant personnel in credit risk 

management roles to ensure the independence of the daily credit decision-making framework 

at ANZ China.  

 

Under the Board of Directors, there are two levels of Risk Management Committees (Board 

Level Risk Management Committee -- BL RMC; and Management Level Risk Management 

Committee -- ML RMC) responsible for assisting the Board in managing and monitoring risks; 

setting up and maintaining the independent and robust risk management framework and 

early alert mechanism; independently reviewing and objectively evaluating various risks as 

well as identifying, measuring, mitigating and managing all of the risks associated with ANZ 

China’s business. ML RMC has been split into ML RMC-CMRC (Credit and Markets Risk 

Committee) and ML RMC-ORCC (Operational Risk and Compliance Committee). 

 

The key senior risk management officers of ANZ China include Chief Risk Officer, Head of 

Credit Risk, wholesale credit approvers, retail credit approvers, credit portfolio monitoring and 

risk governance managers, Head of Market Risk, market risk managers, and operational risk 

manager.  As one of the senior executives, China CRO reports directly to China CEO.  CRO 

undertakes supervision responsibilities through engagement in formulating the risk 

management strategy and policies, and daily management of all risk areas including credit 

risk, market risk and operational risk etc.  CRO will, via ML RMC and BL RMC, update the 

bank’s senior management and the Board of Directors on the implementation of the risk 

management strategies and the overall status of the risk management. New credit risk 

management policies are recommended by CRO and ML RMC-CMRC to the Board or BL RMC 

for approval, to ensure an independent credit risk management framework in ANZ China. In 

addition, CRO will maintain smooth communication with the regulatory authorities to ensure 

they are well informed of the risk management status of ANZ China, which will provide ANZ 

China with timely guidance.   

 

 

2. Credit Risk Management Policies, Procedures and Risk Limit Management 

 

Credit risk management policies/procedures of ANZ China outlines the detailed credit 

application, approval, and monitoring process and defines roles and responsibilities to ensure 

that the Bank complies with Banking Law, the ANZ Group policies/procedures and the local 

regulatory requirements. According to the requirements outlined in the CBRC regulations for 

credit risk management, the Bank has developed and implemented the following internal 

credit risk management policies, procedures and processes: Wholesale Judgmental Credit 

Requirements, CBRC Risk-based 5-Grade Categorization Guideline and Procedure, 

Implementation Measures for Working Capital Loan Management, Implementation Measures 
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for Fixed Asset Loans Management, Implementation Measures for Project Finance, Country 

Risk Management Procedure and Process,  Credit Asset Transfer Business Guideline, 

Implementation Measures for Property Loan Management, Syndication Management Guideline 

and Green Credit Guide. 

 

The regulatory ratios required by the CBRC and the Credit Risk Management Principles issued 

by the Basel Committee are well understood by the Bank, of which the importance to the risk 

management has been fully acknowledged.  The Bank ensures that all regulatory ratios are 

complied with in the process of credit risk management. 

 

As an important part of credit risk management policy, limits management policies of ANZ 

China have established provisions in detail as follows:  limit management, transfer of limit 

between customers, change of product type and reinstatement of revolving limits, limits 

recording, documentation, credit approval discretion delegation, limit excess management, 

country limits, optimizing risk return, business writing strategy, industry concentration caps, 

single group/customer concentration limits etc.  Daily limit excess report is generated by risk 

system to monitor limit excess constantly.     

 

3. Risk Measurement, Monitoring and Management Reporting Systems 

 

The Bank uses the global risk information system of ANZ Group to provide complete and 

timely information management reports to senior management, Risk and Operations 

departments. 

 

To improve system capability for end-to-end credit approval process through more automated 

system support to ensure accurate and complete records of all approval terms and conditions 

set out throughout credit chain, we have implemented the credit approval and management 

system i.e. Risk Origin. 

 

Under the support of ANZ Group, ANZ China has completed the 2017 regular wholesale credit 

stress testing and presented the results to the Senior Management and the Board.  There 

were three levels of stressed scenarios applied, namely Mild, Severe and Extreme.  Stressed 

factors include slow-down in China GDP growth, China unemployment rate, China CPI annual 

percentage change, China commercial property price, and RMB depreciation.  EAD growth and 

default rate migration under stress scenarios were simulated based on internal PD/LGD and 

Monte Carlo models, with provisions calculated for stressed portfolios.   The stress test results 

are summarized as follows: 

 

Loss rate of wholesale credit assets given customer downgrades under stress are: 

- 2.6% of the book is defaulted by year 2 in the Extreme scenario; 

- 1.0% of the book is defaulted by year 2 in the Severe scenario; 

- 0.2% of the book is defaulted by year 2 in the Mild scenario. 

 

Provisioning impacts simulated based on the stressed portfolios exerting higher loss rates are: 

- Individual Provision Charges peak in year 2 at CNY84m, CNY441m, and CNY891m for the 

Mild, Severe and Extreme Scenarios respectively. 
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- Collective Provision Charges peak in year 2 at CNY42m, CNY131m, and CNY196m for the 

Mild, Severe and Extreme Scenarios respectively. Total Provision Charges peak in year 2 

at CNY104m, CNY543m, CNY1,089m for the Mild, Severe and Extreme scenarios 

respectively. 

 

The testing results indicate that our current wholesale credit profile exhibits manageable level 

of assets quality deterioration and provision impacts under stress scenarios.  

 

ANZ China and its subsidiary branch, i.e. Shanghai Branch, Beijing Branch and Chengdu 

Branch have performed property loan stress test based on local CBRC requirements in 2017. 

Given the minimal property loan exposure of ANZ China, the impact on overall asset quality 

and capital adequacy is limited. 

 

ANZ China also performed country risk stress test in 2017.  The impact on provisioning and 

capital adequacy is limited under all stress scenarios and all country risk exposure at the time 

of stress testing is booked at low-risk countries. 

 

4.  Internal Control 

 

The principle of independency has been embedded in the bank’s end-to-end credit process 

from customer acquisition, credit approval, loan disbursement, post-credit monitoring 

activities carried out by frontline, middle office and back office to achieve segregation of 

duties. 

 

ICG and Research & Analysis (R&A) at the frontline are responsible for business development, 

due diligence, evaluating customers’ comprehensive banking needs, developing account 

strategies, and submitting credit risk assessment and credit application report for Risk for 

approval. They are also accountable for monitoring risk profile of the customers after facility 

drawdown, and taking prompt actions in the case of any emerging risk events.  

 

Risk, as middle office, is in charge of wholesale credit risk management, and management of 

non-performing assets based on the expert and technical support of Lending Services of ANZ 

Group. 

 

The back office is operation divisions, which include payment operations, trade operations, 

credit administration, lending operations, market operations, accounts and customer services, 

finance, and operations divisions in branches/sub-branches.  

 

The bank set up New Product Forum for reviewing and approving new and major variation 

products.  The forum is chaired by CRO and joined by CEO, COO, Head of Business units, 

Compliance and Legal to formalize new product approval process and ensure the compliance 

of new product launch with local market conditions and legal and regulatory requirements and 

comprehensive assessment of the associated product and credit and markets risks etc. 

through proper evaluation of technology support, resource allocation and internal process.   
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5. Collection / Recovery of Non-performing Assets 

 

In accordance with the related policies of ANZ China, Guidelines for Disposal of Non-

performing Financial Assets and Interim Procedures in Non-performing Assets Monitoring and 

Assessment of Commercial Banking issued by CBRC and other relevant laws and regulations, 

the bank has established procedures for problem loan management, which are strictly 

followed for managing and collection of non-performing assets. 

 

Collection/recovery of non-performing assets is currently outsourced to Lending Services 

North East Asia of ANZ Group.  They are responsible for providing expert opinion and 

technical support for high risk account management i.e. mainly collection for non-performing 

assets.  BL RMC under the delegation of ANZ China Board holds the final decision making 

power for bad debt write-off.  Through entering into Statement of Work (SOW) between ANZ 

China and Lending Services North East Asia, detailed roles and responsibilities of ANZ China 

and ANZ Group are defined and the local accountability of supervision and final decision 

making are highlighted.   

 

6. Green Credit Business  

 

According to ANZ China Green Credit Guide, the bank will support industries and projects 

(“Preferred”) focusing on energy saving and environmental protection and in line with the 

State Government’s Industry Development Guideline, with reference to environmental 

protection laws and regulations.  Priority will be given to industries and customers involving 

environment and eco-system protection, environment treatment, sewage and waste 

treatment and recycling, public services, and in particular energy-saving projects. Preferential 

consideration will be given to industries including advanced information technology, advanced 

manufacturing, biology, renewable energy (including renewable-energy automobile), and 

renewable material, subject to meeting ANZ’s normal credit underwriting standards.   

 

Report on lending to customers exposed to high environmental risk (if any) is provided to 

CBRC on regular basis. 

 

B. Retail Credit Risk 

ANZ China has strong credit risk management capabilities, primarily identifies, measures, 

tests and controls relevant credit risk by following retail business risk management policies 

and procedures in risk limits requirements, risk measurement and monitoring and 

management information systems. 

 

Retail Credit Risk Management Function, as the integral part of the Risk  Department of ANZ 

China, has responsibilities as follows: 

 

 Propose and implement clear policies and procedures covering the whole life cycle of credit to 

ensure adherence to risk appetite. These include policies and procedures relating to credit 

approval and risk mitigation. These must conform to the policies established by ANZ China 

and ANZ Group Risk management. 
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 Ensure adequate and appropriate capability of support and allied functions to risk 

management such as credit operations, collections, etc. that directly impact credit risk. 

 Propose and implement policies and procedures relating to the use of vendors, agents, 

dealers, brokers and other third parties/intermediaries that directly or indirectly impact credit 

risk (e.g., appraisers, realtors/brokers, law firms, servicing agents, collection agencies etc.). 

Policies must cover criteria and due diligence required prior to appointment, approval process 

including credit sign-off required and terms (e.g., recourse for fraud, remittance of funds etc.) 

and process for periodic audits and reviews. 

 Monitor adherence to these policies and report any deviations in the performance of the 

portfolio to China CRO and ML RMC-CMRC as well as to China Retail Risk Management.  

 Day-to-day responsibility of retail credit management and approve retail credit facilities under 

delegated authority. Mortgage Coordinator will endorse eligibility of the loan application and 

the required supporting documents to Retail Credit.  The loan will be approved by Retail Credit 

CAD Holders within their delegated credit authorities. 

 Identify the post-lending credit risk, monitor the quality of credit assets, collect information 

and report on credit exposure and risk management situation faced by the bank. 

 

According to the announced “Interim Measures for the Administration of Personal Loans”, 

ANZ China has established and implemented the “Implementation Measures for the 

Administration of Personal Loans” since May 2010. On the basis of existing retail credit risk 

management policies and procedures, the Measures has combined the new requirements of  

regulatory authorities for personal loans, proposed the principles of legality, regulatory 

compliance, prudential operation, equality, free will, fairness and good faith, and set up an 

effective control system over the whole process of the personal loan business, laid down the 

loan management rules and the operating procedures for loans, clearly defined targeted 

borrowers and scope of each product, implemented differential risk management, and 

established evaluation and responsibility in pre-lending, loan approval and post-lending 

stage. 

 

After ANZ China has sold out its entire Retail Business in July 2017, ANZ China did not accept 

new retail mortgage loan application or provide approval. As of 31 Dec 2017, the Bank only 

has 16 existing retail mortgage loans with total loan outstanding balance at CNY73m 

equivalent. At the tail-management stage, the retail credit risk management is focusing on 

the post-disbursement monitoring, which include the loan collection, non-performing loan 

enforcement and settlement. 

 

C. Liquidity Risk 

The major business which impacts on the Bank’s liquidity is traditional business such as 

customer deposit, wealth management product, interbank borrowing and lending, bond 

& investment products and customer loans. 
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Currently, ANZ China uses the mode of centralized fund management, where funding 

needs of the China branch and business operation units are arranged by Markets, to 

manage the funds of ANZ China effectively and control the liquidity risk at a low level.   

 

Overall, our bank’s current liquidity management framework and procedure can meet 

the needs of our current business development. 

 

The main components of liquidity management are as follows: 

1. Regular update to guidelines and internal limits structure to meet requirement of 

risk monitoring. 

2. Sound internal reporting mechanism with corresponding departments, personnel 

and Committee, such as Risk Management Committee, Asset and Liability 

Committee, CRO, Market Risk Function.  The Board undertakes ultimate oversight 

responsibility of the adequacy of liquidity risk management.  

3. Specific risk monitoring system to ensure timely and accurate measurement, 

monitoring and reporting about liquidity risk and management.  

4. Regular stress test based on the different scenario settings. 

5. Independent internal audit of liquidity risk management. 

 

ANZ China Asset and Liability Committee (ALCO) is responsible for monitoring the 

liquidity conditions of ANZ China on funding. ALCO holds monthly meetings to discuss 

major decisions on funding, and reviews the Bank’s asset & liability on respective 

maturity dates.  ALCO is responsible for ensuring effective implementation and execution 

of liquidity management framework.  At the monthly meeting, senior management 

participates in the Bank’s liquidity management evaluation, oversees movement and 

liquidity situation in the balance sheet and discusses relevant risk management. 

 

As of 31 December 2017, the Bank’s LCR was at 180.3%, qualifying high quality liquidity 

assets reached RMB5bn, and the net cash outflow for the future 30-day was expected at 

RMB2.773bn.  

 

Specifically speaking, the Bank’s liquidity management mainly includes the following 

measures:  

 

1. Liquidity Stress Testing 

The Bank’s cash flow model assumption setting of all the liquidity stress testing 

scenarios is based on the combination of external data and professional judgment and 

ANZ Group standard associated with China market actual liquidity status.  Relevant 

parameters adjustment has been made to accommodate China market actual situation. 

 

ANZ China establishes following liquidity stress testing scenarios: 

 

a.   Bank LCR 
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Scenario “Bank LCR” (Bank LCR) is the most severe crisis scenario and incorporates a 

combination of both ANZ-specific and market stress factors, including deposit outflows, 

deterioration of whole funding, increased collateral requirement and credit or liquidity 

facilities being drawn by customers. The objective of the Bank LCR is to ensure that ANZ 

China maintains an adequate level of unencumbered High Quality Liquid Assets (‘HQLA’) 

that can be converted into cash to meet its liquidity needs for a 30-calendar-day period 

under a severe liquidity stress scenario.  

 

b.   Mild LCR and Moderate LCR 

 

Mild LCR and Moderate LCR are based on Bank LCR, which: 

- Moderate LCR with the assumption to take out intragroup outflows - assuming 

the liquidity stress only exists in China onshore market, ANZ Group can rollover 

their lending to ANZ China 

- Mild LCR with the assumption to take out the 5% outflow of revocable undrawn 

commitments plus intragroup outflow - assuming the bank can manage not to 

lend under cancellable commitments 

 

The framework of liquidity metrics is as below table:  

Liquidity Scenarios Limit Survival Horizon Compliance Frequency 

Mild LCR >0 30(calendar days) Quarterly 

Moderate LCR >0 30(calendar days) Quarterly 

Bank LCR >0 30(calendar days) Daily 

 

2. Liquidity ratio calculation and management 

The Bank also take into  consideration relevant liquidity risk ratios upon setting business 

development planning, mainly including deposit concentration index, loan and deposit 

monitoring ratio and regulatory liquidity ratios. 

 

3. Liquidity Crisis Contingency Plan 

To ensure effective collaboration among each department during the liquidity crisis, ALCO 

regularly reviews LCCP and conduct annual rehearsal. 

 

 

D. Market Risk 

Currently the major products of China Markets are 1) interest rate and foreign exchange 

trading, including FX, RMB bond and repo, IRS; 2) Shanghai Gold Exchange and 

Shanghai Futures Exchange trading; 3) Credit Trading; and 4) bank asset and liability 

management. 

 

For relevant interest risk, FX risk, Gold risk and credit spread risk arising from above 
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products, the Bank adopts following measures to manage market risk:  

 

- Based on group policies, develop and maintain China Market Risk Guideline to ensure 

its adaptation to local relevant regulatory requirements and propose to senior 

management and Board for review and approval; also to ensure the implementation 

of the guidelines/policies and relevant staff / committee to fully understand 

responsibilities and authority delegated by the risk management committee. 

- Conduct risk exposure monitoring, analysis and timely communicate with Markets, 

Finance, Operations and other relevant supporting departments to handle the issues 

etc. 

- Conduct limits assessment, manage the approval process and collaborate with Group 

Market Risk team to ensure the consistency of the limits framework. 

- Conduct limits excess management and report to senior management, RMC / ALCO. 

- Collaborate with new product committee to identify and assess market risk arising 

from new products and projects. 

- Report market risk situation to RMC and ALCO. 

 

In addition, the Bank applies following measurement and procedure to carry out overall 

management and monitoring. 

 

1. Risk model 

The main model used for quantifying market risk at ANZ China is VaR. This method is a 

statistical risk measurement of maximum expected loss (within the level of confidence) 

on a specific portfolio of financial assets during the holding period. 

 

EaR is applied to ANZ China Banking Book. EaR is an estimate of the amount of the next 

12 months’ income that is at risk from interest rate movements over a 1 month holding 

period, expressed to a 97.5% level of statistical confidence. It is calculated by applying a 

statistically derived interest rate shock to a static repricing gap profile.  

 

2. Limits setting, approval and excess management 

The authority framework of limit setting and limit excess is an important component of 

market risk management.  Based on bank’s strategy, development and business 

requirements, market risk function regularly carries out limits assessment, review and 

adjustment.  The Board is responsible for ultimate authorization of market risk arising 

from the trading and approves Market Risk Appetite, i.e. VaR, EaR and CLL.  The 

RMC/ALCO approves other detailed control limits on the basis of the Bank’s risk appetite.  

Excess record would be reported to monthly ML RMC-CMRC/ALCO for approval and 

tabled to quarterly board level RMC for noting. 

 

       ANZ China market risk limits framework is mainly composed of: 

- Value at Risk: 99% confidence level with one day holding period. 

- Earnings at Risk: 97.5% confidence level with one month holding period. 

- Cumulative Loss Limits: these limits aim to stop trading for senior management to 

review trading strategy and markets situation from front office.  The monitoring is 
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based on YTD, MTD and consecutive days’ actual profit and loss.  Any loss over the 

limits means limits excess. 

- Detailed Control Limits: these limits aim to provide detailed control on specific risks 

as a supplement to the VaR. 

 

3. Stress testing and Back testing 

Stress testing of ANZ China is testing the behaviour of book trading account and balance 

sheet under extreme market fluctuation. Monitoring the accuracy of back testing and 

stress testing model to ensure it is compliant with regulatory requirements. The Board 

Level Risk Management Committee regularly reviews the setting and result of stress 

testing.   

 

The result of stress test on market risk as of 29 December 2017 can be found as below. 

 

 

Desk Stress 

Scenario 
EOM 

Outcome 

(AUD’000) 

Comments 

Traded - IR Yield Down-Vol 

Up 
-11,624 Driven by LM desk overall pay position of -78k 

on net 1y bucket.  The result within the 

A$25m stress trigger. 

Traded - FX Spotdn_VolUp -8,522 Driven by SGE desk $128m long XAU NPV. The 

result is within the A$30m stress trigger.  

Non-Traded -(Shift + Twist + 

Bend) 

-13,536 The stress loss mainly came from CNY 

position, i.e. downward movements of the 

curve by 167-254bp with DV01 of -

68kAUD/bp on the tenors below 3Y. The 

result is within the 35m stress trigger. 

 

The results were below the thresholds and risk exposure was manageable. 

 

4. Internal management reporting 

Markets Risk prepares monthly risk report to ML RMC-CMRC and ALCO for review.  The 

market risk management issues would be discussed and reviewed by board level RMC at 

its quarterly meeting.  

 

In general, the current capability of market risk management at the Bank aligns with the 

requirements of business development. 

 

E.  Operational Risk 

1. Operational risk management structure 
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ANZ China has a comprehensive risk management structure. The Bank implemented three 

lines of defense on risk management:  

 

- First line of defense: All business teams and enablement teams; its main responsibilities 

are the implementation of operational risk control and monitoring during daily operations.  

- Second line of defense: Management Level Risk Management Committee – Operational 

Risk & Compliance Committee chaired by Chief Risk Officer of the Bank, Operational Risk 

governance role under risk team, and Compliance team; its main responsibilities are to 

supervise the first line of defense performance and to provide guidance on risk 

management.  

- Third line of defense: Internal Audit team; its main responsibilities are to independently 

assess and evaluate the execution of operational risk management of the Bank by business 

teams and enablement team. 

 

The China Board and Board Level Risk Management Committee are overall responsible for 

the overall risk management of the Bank. As the first line of defense, Operational Risk 

team reports into Chief Operating Officer of the Bank. Head of Operational Risk is leading 

operational risk management team and quality assurance team.  

 

To further enhance operational risk control, there is a role of risk champion set up in each 

business team and enablement team. They are responsible for coordinating operational 

risk management between business team/enablement team and operational risk team, so 

that operational risk could be properly identified, assessed, managed and controlled. 

 

ANZ China categorizes operational risk in line with the following seven loss event categories, 

as defined by local regulator or group policy: 

- Internal Fraud 

- External Fraud 

- Employment practices and workplace safety 

- Clients, products and business practices 

- Damage to physical assets 

- Business disruption 

- Execution, delivery and process management 

 

2. Risk management platform 

 

<ANZ China Operational Risk Management Policy> outlines the minimum requirements for 

the measurement and management of operational risk at the Bank, and integrated into 

day-to-day business management.  

 

Each business team has BU Risk Forum on a regular basis. The forum is held by business 

head, with attendance from operational risk team, compliance, operation support team. 

During the meeting, the business head will summarize the recent risk matters. The 

medium and low risk matters would be discussed and expected to be resolved at the forum; 

the high risk matters or significant medium risk matters would be further escalated to ML 

RMC-ORCC.  
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ML RMC-ORCC is held at least 9 times a year. The Committee is chaired by Chief Risk 

Officer, with attendance of all business heads and supporting function heads. The 

committee will address the emerging risks resulting from internal and external 

environment changes, regulation changes, KRI changes, loss and events, audit findings, 

QA results, strategy and organization changes, new product and new system changes, also 

external loss data, discuss the key operational risks, and adjust the risk rating if necessary, 

discuss the related solutions and management focus of the next phase, and review/monitor 

the following remediation. 

 

Board Level Risk Management Committee is held on a quarterly basis. Chief Operating 

Officer presents the operational risk update and the risk management priorities going 

forward.  

 

3. Operational Risk Capital Allocation and Loss 

ANZ China calculates and maintains appropriate operational risk capital according to local 

regulatory requirements.  

ANZ China is currently adopting the basic indicator approach which holds capital for 

operational risk equal to the average over the previous three years of 15 percentage of 

operating income.  

In 2017, there were 30 operational risk events in ANZ China, with total loss around RMB300. 
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V. Corporate Governance 

1. Board Composition and Board Performance 

As of 31st December  2017, the Board of ANZ China composes of: 

Chairman – Farhan Faruqui   

Executive Director – Huang Xiaoguang  

Non-Executive Director – Warwick Smith 

Independent Director– Zhao Jiusu  

Independent Director – Shen Minggao  

 

The Board of Directors is mainly responsible for such major decisions as business plans, 

and reports to the Shareholder and implements the Shareholder resolutions.  The Board 

takes up the ultimate responsibility for the business performance and financial status. 

The Board has set up Connected Party Transaction Control Committee, Risk 

Management Committee, Audit Committee and Remuneration Committee.  

The Board has actively fulfilled its fiduciary duty and duty of care in 2017.  In 2017, the 

Board and its specialised committees have fulfilled its respective duties under our 

governance structure in accordance with laws, regulations, regulatory requirements, 

Articles of Association and relevant charters.  The Board held its regular meetings on 23 

February, 11 May, 8 September and 6 December in 2017 to receive regular updates 

from senior management on business performance, human resources, key IT projects, 

key regulation update and implementation status, and to review and discuss the bank’s 

development strategy, financial plan, internal authority matrix, and external auditor’s 

engagement and audit fees, etc.    

2. Supervisor  

ANZ China has one Supervisor, Mr. Tim Bezencon, who is appointed by the Shareholder. 

The Supervisor is responsible to Shareholder and reports to Shareholder.  The 

Supervisor attends Board meetings and Risk Management Committee meetings, reviews 

Board pack, receives reports from senior management at board meeting, and 

participates in discussion from the perspective of Supervisor, examines the bank’s 

financial status and supervise the performance of directors and senior management and 

report to the Shareholder accordingly. 

3. Independent Directors 

The Independent Directors owe duty of loyalty and duty of care to ANZ China and its 

Shareholder.  The Independent Directors fulfil their duties independently in accordance 

with PRC laws and regulations and Articles of Association to protect the overall interest 

of ANZ China. In the year 2017, Mr. Shen Minggao and Mr. Zhao Jiusu actively 

participated in the discussion and decisions at the Board meetings, expressed their 

objective and independent opinions, and paid special attention to protect the depositors’ 

interest.  Mr. Shen Minggao is the chairman of the Audit Committee and member of 

Risk Management Committee.  Mr. Zhao Jiusu is the chairman of Connected Party 

Transaction Control Committee and Remuneration Committee, and also a member of 

Risk Management Committee and Audit Committee. 
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4. Organizational Chart – as of 31st December 2017 

5. Overall Assessment of Corporate Governance 

The Bank has a sound corporate governance structure.  There are clear roles and 

boundaries among Shareholder, Board of Directors, Supervisor and Senior 

Management.  Various governance entities operate independently with effective checks 

and balance.  In addition, our Directors, Supervisor and Senior Management possess 

sound professional background, business skills, professional ethics and industry 

experience. 
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VI. Remuneration  

As per the Article 22 of Supervisory Guidelines on Sound Compensation in Commercial 

Banks and Attachment 15 of Administrative Measures for the Capital of Commercial 

Banks (for Trial Implementation), we hereby disclose the remuneration information as 

below:  

1. The remuneration management framework and approval procedures, including 

the composition and limit of authority of the compensation management 

committee (team) 

• Setup of Rem Management Committee： The REM Committee is established on April 

2016, and report to the Board of ANZ China. REM Committee is comprised of 3 directors 

and the Chairman of the Committee is assumed by Independent Director Zhao Jiusu. 

The REM Committee will meet at least once annually and more frequently if it deems 

necessary. 

• Duties and Responsibilities of REM Committee: Subject to any requirement to keep the 

China Board informed of its activities, and to any conflicting legal or regulatory 

requirements, the REM Committee has power to deal with all matters falling within the 

scope of its purpose and duties as set out in its Charter and all other matters that may 

be delegated by the China Board to the REM Committee from time to time, including: 

o the review and approval of annual Performance and Remuneration Review 

outcomes for ANZ China employees in aggregate; 

o the review and approval of updates to the ANZ China Remuneration Operating 

Guidelines;  

o Set and review annual working plan of the China Remuneration Committee, 

including the review of the annual internal Remuneration and Performance 

Evaluation Audit findings for ANZ China to ensure compliance with the legal and 

regulatory requirements on remuneration; 

o Make recommendations on any other matters referred to the REM Committee by 

the Chair of the REM Committee or by the China Board; and 

o Review the terms of this Charter on an annual basis, and where appropriate, 

recommend any changes to the China Board. 

 

2. The total annual compensation, beneficiaries, and the composition and 

distribution of compensation 

• The total 2017 annual remuneration amount is CNY401,700,000, inclusive of fixed and 

variable compensation (exclude benefits).  

• Remuneration structure: The ANZ remuneration structure includes fixed compensation, 

variable compensation and benefits, and the benefits include commercial insurance, 

housing fund etc. 

 

 

3. The standards for compensation and performance measurement and risk 

adjustments 

• Individual remuneration outcomes are discretionary and linked to both ANZ and 
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individual performance outcomes for all employees. Each individual’s performance is 

assessed at year end against their agreed balanced scorecard of financial and non-

financial objectives. Objectives are set and measured against four categories of 

measures (Financial, Customer, Process/Risk and People), and reflect ANZ’s commitment 

to ensure a balanced approach is taken in measuring employee performance. These four 

categories will have different levels of importance for employees across ANZ depending 

on their role. The focus on different categories may also change from year to year within 

the one role. To reflect the relative importance of the different categories, line managers 

and employees must agree on a weighting to be assigned to each category. The 

weighting for each category must be no less than 15% and no more than 50%. Overall, 

the weightings for all categories must add up to 100%. All four categories of objectives 

are important for all employees across ANZ, regardless of their role or responsibilities.  

Specific objectives listed under each of the four categories can also be weighted. This is 

useful to place particular emphasis on a specific objective within the one category, but is 

not necessary if all the objectives within a category are of equal importance. 

Demonstration of ANZ’s Values, the way employee’s behave and the risk/compliance 

standards they adhere to are core to ANZ’s culture, have a direct impact on business 

results and play a key role in the performance assessment process.  It is essential all 

employees are aware of the standards of behaviour and risk/compliance that are 

expected of them. Failure to meet the required standards of demonstrating ANZ’s 

Values, behaviour and risk/compliance during the year will impact an employee’s values 

assessment and will be taken into account in the employee’s performance and 

remuneration outcomes.  

 

4. The information about deferred compensation payouts and non-cash 

compensation, including the information about clawbacks for some reasons 

• Deferral and non-cash payment of variable compensation: Mandatory deferral places an 

increased emphasis on having a variable structure that is flexible, continues to be 

performance linked, has significant retention elements and motivates employees to drive 

continued performance over the longer term. The deferral part is granted as ANZ equity 

which vests at the end of 1, 2 and 3 years. The determination and payment of overall 

performance based compensation will be approved by the Board of Directors in advance.  

At the end of the relevant deferral period, the consent of the ANZ BGL Board is required 

before the deferred amount is released. 

• No malus or clawback of variable compensation occurred in the year 2017. 

 

5. The information about compensation of the board of directors, senior 

management, and those employees in posts having material impact on risks of 

the bank 

• Board members (as of 31 December 2017) - refer to Part V ‘Corporate Governance’ 

Section 1 ‘Board Composition’.  

•  As of 31 December 2017, total fixed compensation paid to the Independent Directors is 

CNY 700,000.  

 

•  The roles of senior managements and those employees in posts having material impact 

on risks of the bank are set forth as below; the list of the roles will be adjusted from time 

to time.  
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Category Position 

Senior 

Management 

China CEO 

Chief Risk Officer 

Chief Finance Officer 

Chief Operating Officer 

Chief Audit Officer 

Head of REI / GM Shanghai 

Head of GSG 

Head of Markets 

Head of Transaction Banking 

Head of Financial Institutions 

Head of R&A 

Head of Loan Syndications 

Head of Business Management 

Head of Compliance 

Head of Legal and Company Secretary 

Head of Talent & Culture 

GM Beijing 

GM Guangzhou 

GM Hangzhou 

GM Chongqing 

GM Chengdu 

GM Qingdao 

Head of Retail (January – September 2017) 

Roles with 

material impact 

on the risk 

Head of Credit Risk China 

Director, Markets Risk 

 

• As of 31 December 2017, total income (exclude benefits) paid to senior managements 

and those employees in posts having material impact on risks of the bank is CNY 

103,500,000 and paid part of incentive bonus is CNY 20,260,000 and the deferral part 

is CNY 15,090,00. 

 

6. The preparation and filing of the annual compensation plan, and the 

information about the assessment of the accomplishment of the indicators 

on economy, risks and social responsibilities 

• It is essential that all employees are aware of the standards of ANZ Values, 

behaviour and risk/compliance that are expected of them. Failure to meet the 

required standards during the year will result in a negative impact to performance 

and remuneration outcomes.  

• ANZ also review staff’s compliance with external laws and regulations and internal 

process and regulator’s feedback on regular basis, and inform the senior 

management team in a timely manner. 

• From bank level, we ensure close monitor and supervision on our position on 

regulatory index such as capital adequacy ratio and provision. 

• For front-line positions that have major  impact on the risk, risk related performance 

targets such as the credit quality of clients, adherence to internal risk preference, 

and ensuring no regulatory breach as 1st line of defence have all been incorporated 

and will have direct impact on employee’s performance outcome. 
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7. The exceptions to the original compensation plan, including the affecting 

factors, and the composition, form, number and beneficiaries of the 

compensation changes 

• No exceptions to the original compensation plan occurred in 2017 financial year. 

 

8. Remuneration Policy 

• The ANZ China Remuneration Operating Guideline is updated on annual basis. ANZ 

has updated ANZ China Remuneration Operating Guideline in 2017 and received the 

approval from Remuneration Committee. In the Guideline, the Remuneration 

structure, fix remuneration and variable remuneration are introduced, and the 

Guideline is applicable to all staff of ANZ China. 
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VII. Significant Matters 

 

- The transfer of ANZ China’s Retail business to DBS China was completed on 15 July 2017. 

 

- In September 2017, ANZ announced its sale of 20% stake in Shanghai Rural Commercial 

Bank (SRCB) to China COSCO Shipping Corporation Limited and Baoshan Iron & Steel 

Co., Ltd. The sale remains subject to customary closing conditions and regulatory 

approvals.  
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VIII. Financial Statements  

 

Our financial statements have been audited by KPMG and find the details in attached audit 

accounts. 
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IX. Network and Contact 

(as of 31 December, 2017） 

ANZ China 

Network Address     Telephone    Fax 

    

ANZ China 

Headquarter 

15th, 17th, 12th Floor Unit 

12B, Mirae Asset Tower, 

166 Lujiazui Ring Road 

Pudong, Shanghai 

+86 21 6169 6000 +86 21 6169 6199 

Shanghai Branch 

Unit A,C,D,E &F, 12F, Mirae 

Asset Tower, No. 166 

Lujiazui Ring Road Pudong, 

Shanghai 

 

+86 21 6169 6223 +86 21 6169 6229 

Shanghai Free 

Trade Zone Sub-

branch 

Unit 501-505,507, 3UDC 

Building, 2 Hua Jing Road, 

Shanghai 

+86 21 6010 9888 

 

+86 21 6010 9899 

Beijing Branch 

Unit 01A,02,03,05A,07, 

Floor 32, Tower 3, China 

Central Place, No. 77 

Jianguo Road, Chaoyang 

District, Beijing 

+86 10 6599 8188 +86 10 8588 8696 

Guangzhou 

Branch 

Room 2002, 20F, 

International Finance Place 

8 Huaxia Road, Pearl River 

New Town, Guangzhou 

 

+86 20 3814 1088 +86 20 3814 1077 

Chongqing Branch 

11F, Metropolitan Tower, 68 

Zourong Road, Yuzhong 

District, Chongqing 

 

+86 23 8810 5900 +86 23 8810 5971 

Hangzhou Branch 

Unit302-303,Building 1 

(C),Euro America Center 

(EAC),18 Jiao Gong Road, 

Hangzhou 

+86 571 2689 0888 +86 571 2689 0877 

Chengdu Branch 

Unit No. 3 on Level 30 of 

Office Tower 1, 

International Finance 

Square, No. 1, Section 3, 

Hongxing Road, Jinjiang 

District, Chengdu, Sichuan 

 

+8628 6872 1911 +8628 6872 1901 

Qingdao Branch 

Unit 2502-2503, Shangri-la 

Centre, No.9, Xianggang 

Zhong Road, Shinan 

District, Qingdao 

 

+86 532 81633688 +86 532 81633608 

 












































































































































































