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Management Report 

Dear Shareholders, 

The Senior Management of China Construction Bank (Brasil) Banco Múltiplo S.A. (“CCB 
Brasil” or “Bank”) hereby submits for your consideration the Bank’s Management Report, 
the Financial Statements and the corresponding Unqualified Independent Auditors´ 
Opinion and the Audit Committee Report related to the six-month period ended on 
December 31, 2019. All information contained in this Report, except where otherwise 
indicated, is presented in National Currency (Brazilian Reais – R$), on a consolidated 
basis, and includes the Bank’s subsidiaries. The consolidated financial statements were 
prepared based on the international standard issued by the International Accounting 
Standards Board (IASB) and will be disclosed, within the legal term, at the electronic 
address www.br.ccb.com. 

The China Construction Bank (Brasil) subsidiary 

Since August 29, 2014, the Bank has been part of the Beijing-based China Construction 
Bank Corporation (CCB Group), which ranks as China's second largest commercial bank. 
With an operating history since 1954, CCB shares are traded on the Hong Kong Stock 
Exchange and the Shanghai Stock Exchange.  

Economic Environment 

The year of 2019 showed again low growth in the Brazilian economy. This time, the 
explanations come in part from the very optimistic expectations of the government and, on 
the other hand, from the very weak world growth, especially due to the course of the US-
China trade war and the Argentine crisis. 

In fact, world growth was below 3%, with some important countries like Germany in 
recession. Friction between China and the U.S. was the focus of attention throughout 2019, 
but with a preliminary agreement being made later in the year. 

In the Brazilian case, in spite of the weak growth, last year was an evolution in important 
reforms, especially in social security. The government continued with some concessions 
and privatizations, approved the Economic Freedom MP and put into operation the positive 
registration of credit borrowers. 

The highlight of last year was, again, retail, with car sales on the rise and the real estate 
market taking the first steps of recovery with the Selic's historical drop to 4.5% at the end 
of the year. This fall in interest rates did not affect inflation, remaining low throughout the 
year. 
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Overall, the Brazilian economy maintained the pace of recovery it had been seeing since 
2016, with signs that it will be able to grow more in the coming years. 

Human Resources and Service Centers 

The Bank ended the period of 2019 with 471 employees (488 in 2018) and nine service 
centers. 

Consolidated Results of Period  

As a result of the adopted equations and the final adjustment measures in the value of its 
assets, CCB Brasil ended 2019 with a negative net result of R$ 39.2 million (compared to 
R$ 211.1 million in 2018). The result includes R$ 40.6 million related to tax credits arising 
from tax losses written off in 2019. 

At the end of 2019, loans and advances to customers reached R$ 10,378.0 million, an 
increase of 17.39% compared to the portfolio of R$ 8,840.5 million in the previous year. 
The expanded credit portfolio, which includes sureties and guarantees provided, is R$ 
11,824.9 million (R$ 10,399.1 million in 2018). 

Total funding reached R$ 15,202.6 million, a volume 25.7% lower than the R$ 20,463 
million obtained in 2018. The Head Office provides resources to the Bank according to its 
operational need; at the end of 2019, these resources represented 23.9% of funding. 

At the end of 2019, the Bank's shareholders' equity reached R $ 1,659.8 million and the 
Basel ratio stood at 14.95% and level 1 at 11.65%. 

Final considerations 

We thank our shareholders, customers and suppliers for the support and trust in our 
management, and our employees, for the valuable contribution. 

(Disclosure authorized at the Board of Directors' Meeting held on March 24, 2020). 
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CONSOLIDATED BALANCE SHEETS 
At December 31 
(Amounts expressed in thousands of reais) 
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The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS 
At December 31 
(Amounts expressed in thousands of reais)
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The accompanying notes are an integral part of these consolidated financial statements.  
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STATEMENT OF OPERATIONS 
Years ended December 31 
(Amounts expressed in thousands of reais, except when indicated) 
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 
Years ended December 31 
(Amounts expressed in thousands of reais) 
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STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY 
Years ended December 31 
(Amounts expressed in thousands of reais) 
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The accompanying notes are an integral part of these consolidated financial statements. 
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STATEMENT OF CASH FLOWS 
Years ended December 31 
(Amounts expressed in thousands of reais) 
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1. Operations, presentation of consolidated financial statements, and other information 

a. Operations 

China Construction Bank (Brasil) Banco Múltiplo S/A, ("Company", "Institution", "CCB 

Brasil", “Bank” or "Consolidated") was incorporated on December 29, 1938 and authorized 

by the Brazilian Central Bank - BACEN to operate as a Multiple Bank, developing its 

operations through commercial, investments, mortgage and foreign exchange portfolios. 

Through its subsidiaries, the Bank operates in the markets of Leasing, Credit, Financing and 

Investment, brokerage and dealing of securities and credit card administration.  The Bank also 

has a 50% participation in a Joint Venture for operations in factoring and forfaiting markets. 

The Board of Directors authorized the issuance of the financial statements on March 24, 2020. 

b. Foreign currency transactions and functional currency 

The individual financial statements of each entity are presented in the currency of the primary 

economic environment in which the entity operates (functional currency). For financial 

statements consolidation purposes, the results and the financial position of consolidated 

entities are expressed in Brazilian Reais, CCB Brasil's functional currency and the consolidated 

financial statements presentation currency. Monetary assets and liabilities are translated at the 

foreign exchange rate prevailing at the end of the year. 

c. Presentation of consolidated financial statements 

The consolidated financial statements of CCB Brasil for specific porpuses were prepared in 

accordance with the International Accounting Standards (IFRS) issued by the International 

Accounting Standards Board (IASB) and interpretations of the IFRS Interpretations 

Committee (current denomination of IFRIC) and provide evidence of all relevant information. 

d. Consolidation basis 

The Company consolidates all entities over which it holds control, which means, when it is 

exposed to or has right to variable returns of its involvement with the investee and/or has the 

ability to direct the significant activities of the investee. 

The subsidiaries included in the consolidation are specified below: 
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2. Accounting policies and measurement methods 

The accounting policies and measurement methods used in the preparation of the consolidated 

financial statements are as follows: 

a. Adoption of new standards and interpretations 

IFRIC 23 

Published in June 2017 by the IASB, IFRIC 23 - Uncertainty on the Treatment of Taxes on 

Profits is mandatory as of January 1, 2019 and aims to clarify the procedures for applying the 

recognition and measurement requirements set out in IAS 12 of Taxes on Profit when there is 

uncertainty about the treatments to be adopted for Profit Taxes. 

CCB Brasil carried out analyzes on the procedures already adopted for accounting and 

presentation of Income Taxes in relation to the content of IFRIC 23 and it was possible to 

conclude that there are no impacts on disclosures since the adoption of the new standard on 

January 1, 2019. 

IFRS 16 - Leases 

As of January 1, 2019, the Bank adopted IFRS 16, which replaces IAS 17. 

I. Transition 

As permitted by the specific transition terms, the Bank chose to apply the rule in a modified 

retrospective manner which effects were applied on January 1, 2019. 

The changes in accounting practices resulting from the adoption of IFRS 16 were applied to 

right-of-use assets as part of tangible assets and lease liabilities as other financial liabilities at 

amortized cost in the balance sheet. 

II. Rental identification 

In adopting IFRS 16, the Bank recognized those contracts that convey the right to control the 

identified use for a period in exchange for consideration. 

For the initial application of the standard, the Bank used the following practical procedures 

allowed: 

• The exclusion of initial direct costs for measuring the right-of-use asset on the initial 

application date; 

• It did not separate the service provision component embedded in leasing contracts; and 
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• The Bank also decided not to apply IFRS 16 to contracts that were not identified as 

containing a lease under IAS 17 and IFRIC 4 - Determination of whether a Contract 

contains a Lease. 

Additionally, the following recognition exemptions are being used: 

• Accounting for operating leases whose underlying asset is of low value. 

The Bank leases real estate and equipment. The assets that are the object of the lease 

agreements are real estate deals referring to the branchs and headquarters of the Bank. 

The Bank does not have right-of-use assets that fit the definition of investment properties. 

III. Lease term 

The lease agreements are formalized, analyzed and renegotiated individually and contain a 

wide range of different terms and conditions. The Bank assesses the term of the contract, as 

well as the intention to remain in the properties. Thus, the term estimates may vary according 

to the contractual conditions, considering extension options, and also according to legal 

provisions. 

The Bank assumes that fines for contract termination collected before the due date do not make 

up a significant portion. 

The lease agreements do not contain restrictive clauses, but the leased assets cannot be used as 

collateral for loans. 

IV. Initial measurement 

In their initial registration, leases are recognized as a right-of-use asset and a corresponding 

liability on the date that the leased asset becomes available for use by the Group. 

The right-of-use to be recorded is measured at cost against the lease liability, which represents 

the present value of lease payments that have not been made until the date. Lease payments 

are discounted using the incremental interest rate on the lessee's loan. There is no onerous 

contract that required an adjustment to the usage rights to be recorded as assets on the date of 

initial adoption. 

Usage rights are measured at amortized cost in accordance with the following: 

• The value of the initial measurement of the leasing liability; 

• Any lease payments made before or on the reduced start date of any incentives 

received; 

• Any initial cost directly allocated; and 

• Restoration costs, if the requirements of IAS 37 are met for the recording of Provisions, 

Contingent Liabilities and Contingent Assets. 
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The recognized right-of-use assets, related to each type of asset are shown below: 
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CCB Brasil uses as an incremental rate the interest rate that it would have to pay when 

borrowing the necessary resource to obtain the asset with a value similar to the asset under the 

lease, for term, guarantee and similar economic scenarios, represented at CCB Brasil, by 

financing cost curve (funding) of 110% of the Selic rate, applied individually to each contract 

according to the projected estimates for the lease term. 

The right-of-use are measured at amortized cost in accordance with the following: 

• Reduced fixed payments for any incentive; 

• Variable payments that are based on a rate or index; 

• Amounts expected to be paid by the lessee based on the residual value of guarantees. 

Effects on accounting for income for the years ended December 31, 2019 and 2018 due to the 

initial adoption (there were no impacts on the results of the comparative years generated by 

the initial adoption): 
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V. Subsequent measurement 

After the initial measurement, the values of the assets recorded as rights-of-use are being 

updated using the cost method, deducted monthly from the accumulated depreciation, 

according to the criteria of CPC 27 - Property, Plant and Equipment in the depreciation of the 

right of use assets and any remeasurement of the lease liability was corrected, when applicable. 

The lease liability initially recorded is updated by monthly increasing the liability amount of 

the interest installment of each lease, reduced by the amount of monthly lease payments and 

adjusted for any lease remeasurements, when applicable. 

The lease liability is remeasured, in the event of changes in the lease term or the contract value, 

the amount resulting from the new determination of the lease liability is recorded against the 

corresponding asset in use right. 
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b. Definitions and classification of financial instruments 

i. Recognition date 

All financial assets and liabilities are originally recognized on the trade date, that is, the date 

in which CCB Brasil becomes a party to the contractual instrument. This includes: Financial 

assets purchases or sales requiring the asset to be delivered within a determined period 

established by regulation or market standards. 

ii. Initial recognition of financial instruments 

As from January 1, 2018, the Bank applies IFRS 9 – Financial Instruments the classification 

of financial instruments on initial recognition depends on their characteristics and the purpose 

for which financial instruments were purchased by Management. All financial instruments are 

initially recognized at fair value and then recognized at amortized cost or at fair value. 

iii. Classification of financial assets for measurement purposes 

The Bank classified its financial assets in the following measurement categories: 

• Amortized cost; 

• Fair value through other comprehensive income; 

• Fair value through profit or loss. 

The classification and subsequent measurement of financial assets depend on: 

• The business model under which they are administered; 

• The characteristics of its cash flows (Solely Payment of Principal and Interest Test – 

SPPI Test). 

Business model: represents how financial assets are managed to generate cash flows and does 

not depend on the Management’s intention regarding an individual instrument. Financial assets 

may be managed with the purpose of: i) obtaining contractual cash flows; ii) obtaining 

contractual cash flows and sale; or iii) others. To assess business models, the Bank considers 

risks that affect the performance of business model; how business managers are compensated; 

and how the performance of business model is assessed and reported to Management. If cash 

flows are realized differently from CCB Brasil’s expectations, the classification of remaining 

financial assets maintained in this business model is not changed. 

When the financial asset is maintained in business models i) and ii) the application of the SPPI 

Test is required. 

SPPI Test: assessment of cash flows generated by financial instrument with the purpose of 

checking whether they represent solely payments of principal and interest. To fit into this 

concept, cash flows should include only consideration for the time value of money and credit 

risk. If contractual terms introduce risk exposure or cash flow volatilities, such as exposure to 
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changes in prices of equity instruments or prices of commodities, the financial asset is 

classified at fair value through profit or loss. Hybrid contracts should be assessed as a whole, 

including all embedded characteristics. The accounting of a hybrid contract that contains an 

embedded derivative is performed on a joint basis, i.e. the whole instrument is measured at fair 

value through profit or loss. 

Based on these factors, the Bank applies the following criteria to each classification category: 

• Amortized Cost 

- Assets managed to obtain cash flows constituted of solely payments of principal and 

interest (SPPI Test); 

- Initially recognized at fair value plus transaction costs; 

- Subsequently measured at amortized cost, using the effective interest rate; 

- Interest, including amortization of premiums and discounts, are recognized in the 

Consolidated Statement of Operations in the heading Interest and similar income. 

• Financial Assets at Fair Value through Other Comprehensive Income 

- Assets managed both to obtain cash flows constituted of solely payments of 

principal and interest (SPPI Test), and for sale; 

- Initially and subsequently recognized at fair value plus transaction costs; 

- Unrealized gains and losses (except for expected credit loss, foreign Exchange 

differences, dividends and interest income) are recognized, net of applicable taxes, 

in the heading “Other comprehensive income”. 

• Financial Assets at Fair Value through Profit or Loss and Financial Assets Designated 

at Fair Value 

- Assets that do not meet the classification criteria of previous categories; or assets 

  designated in the initial recognition at fair value through profit or loss to reduce 

“accounting mismatches”; 

- Initially and subsequently recognized at fair value; 

- Transaction costs are recorded directly in the Consolidated Statement of Operations; 

- Gains and losses resulting from changes in the fair value are recognized in the 

heading “Gains (losses) on financial assets and liabilities (net)”. 

c. Measurement of financial assets and liabilities and recognition of changes in fair value 

In general, financial assets and liabilities are initially recognized at fair value, which is 

considered equivalent to the transaction price, unless otherwise proven. Financial instruments 

not measured at fair value through profit or loss are adjusted at transaction costs.  

Financial assets and liabilities are later measured, at the end of each year, as follows: 
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i. Amortized cost 

Amortized cost is the amount at which the financial asset or liability is measured at the initial 

recognition, plus actuals made using the effective interest method, less amortization of 

principal and interest effective interest rate. 

The "effective interest rate" is the discount rate that corresponds exactly to the initial value of 

the financial instrument in relation to the totality of its estimated cash flows over its remaining 

useful life. In the case of fixed rate financial instruments, the effective interest rate coincides 

with the contractual interest rate defined at the contracting date, added, as the case may be, to 

commissions and transaction costs that, by their nature, form part of their financial return. In 

the case of floating rate financial instruments, the effective interest rate coincides with the rate 

of return in effect in all commitments up to the next interest rate renewal date. 

ii. Expected Credit Loss 

The Bank began to evaluate prospectively the expected credit loss associated with financial 

assets measured at amortized cost or at fair value through other comprehensive income. The 

recognition of the provision for expected credit loss is made monthly in the Consolidated 

Statement of Operations. 

In the case of financial assets measured at fair value through other comprehensive income, the 

Bank recognizes the provision for losses in the Consolidated Statement of Operations, with no 

effect on the gross carrying amount of the financial asset. 

At each reporting period, the Bank assesses whether the credit risk of a financial asset has 

increased significantly through reasonable and sustainable information that is relevant and 

available at no cost or undue expense, including qualitative, quantitative and prospective 

information. Forward-looking information is based on macroeconomic scenarios that are 

revalued monthly or when market conditions require.

The Bank applies the three-stage approach to measuring the expected credit loss, in which 

financial assets migrate from one stage to another in line with changes in credit risk. 

They are considered financial assets with low credit risk and, therefore, remain in stage 1, 

securities of the Brazilian government, according to a study carried out by the Bank. 

The Bank assesses whether credit risk has increased significantly individually or collectively. 

For collective valuation purposes, financial assets are grouped based on shared credit risk 

characteristics, taking into account the type of instrument, credit risk classifications, the date 

of initial recognition, the remaining term, branch, geographical location of the counterparty 

and other relevant factors. 
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iii.Financial liabilities at fair value through profit or loss 

Fair value is the price that would be received for the sale of an asset or that would be paid for 

the transfer of a liability in a normal transaction between market players on the measurement 

date. 

Classification applied to derivatives and other financial liabilities designated at fair value 

through profit or loss to reduce "accounting mismatches". The Bank designates financial 

liabilities, irrevocably, at fair value through profit or loss on initial recognition (fair value 

option), when the option significantly reduces or eliminates measurement or recognition 

inconsistencies. 

Gains or losses on financial liabilities designated at fair value through profit or loss are 

presented partially in other comprehensive income that will not be reclassified to net income 

or loss (the change in the fair value of the financial liability is attributed to changes in the risk 

premium liabilities), and partly as a result of the year (the remaining amount of the change in 

the fair value of the liability).

Fair value valuation techniques 

The methods used by CCB Brasil to calculate the fair value of financial instruments are rated 

in three different levels, as follows: 

- Level 1: Uses public quotations and prices available in the active market as references. This 

level includes, mainly, securities issued by the national treasury, private securities with an 

"active" secondary market, and equity instruments (shares) of other entities. 

- Level 2: In the absence of public quotations, CCB Brasil, through internal models, makes its 

best estimate of the price that would be determined by the market for trading of the instrument. 

For this, it uses data based on observable market inputs. Derivative financial instruments, 

which are measured using curves determined through rates disclosed by B3 S.A. - Brasil, 

Bolsa, Balcão, are assigned to this level, including the issuances abroad with prices available 

in the secondary market. 

- Level 3: If there is no available data based on observable market inputs, Management uses 

internal information and models to determine the best fair value of financial assets and 

liabilities. As of December 31, 2019 and 2018, there were no financial instruments qualifying 

for this level. 

There were no reclassifications between level 1 and level 2 in the years ended December 31, 

2019 and 2018. 
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The main techniques used by CCB Brasil internal models (level 2) to determine the fair value 

of financial instruments detailed in the chart below are as follows: 
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d) Fair value of financial assets and liabilities not measured at fair value 

The financial assets are measured at fair value in the consolidated balance sheet, except for 

loans and receivables and securities at amortized cost. In the same sense, financial liabilities, 

except for financial liabilities measured at fair value through profit or loss, are measured at 

amortized cost. 
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The purpose of the chart below is to demonstrate the fair value of financial assets and liabilities 

not measured at fair value.  
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e. Write-off of financial assets and liabilities 

Financial assets, or part of them, are derecognized when the contractual rights to receive the 
cash flow of the assets expire or when they are transferred and the Group transfers 
substantially all the risks and benefits of the property or the Group does not substantially 
transfer or retain all the risks and benefits of participation. 

The consolidated engages in transactions where it retains the contractual rights to receive the 

cash flow of the assets but assumes a contractual obligation to pay those cash flows to other 

entities and substantially transfers all the risks and benefits. These transactions are accounted 

for as 'forward' transfers that result in derecognition if the group: 

(i) has no obligation to make payments, unless it receives equivalent amounts of the assets; 

(ii) It is prohibited to sell or offer the assets; and 
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(iii) it has the obligation to remit all the money that it collects of the assets without material 

delay 

f. Net reporting of financial instruments 

Financial assets and liabilities and their respective income and expenses are presented net in 

the financial statements if, and only if, there is a current legal and enforceable right to offset 

the recognized amounts and if there is intention of offsetting, or realizing the asset and settling 

the liability simultaneously.  

g. Non-financial assets held for sale 

Non-financial assets held for sale include the carrying amount of individual items, or groups 

of assets for disposal or items making part of a business unit held for disposal ("Discontinued 

Operations"), the sale of which in their present condition is highly likely and which shall 

probably occur within one year as of the base date of financial information. Non-financial 

assets held for sale are generally measured at the lower of the fair value less the sale cost and 

the carrying amount on the date in which they are classified in such category. Non-financial 

assets held for sale are not depreciated, provided that they remain in such category.  

Impairment losses on an asset or disposal group as a result of a write-down in their carrying 

amount to the fair value (less sales cost) are recognized in "Losses on other assets (net)" in the 

consolidated statement of operations. Gains on non-financial assets held for to sale arising 

from subsequent increases in fair value (less sales costs) increase their carrying amount and 

are recognized in the consolidated statement of operations up to the amount equivalent to the 

impairment losses previously recognized. 

h. Hedge operations 

i. Fair Value Hedge 

For these operations, the following practices are applied: 

a) The gain or loss resulting from the remeasurement of the hedge instrument at fair value must 

be recognized in the statement of operations; and 

b) The gain or loss resulting from the hedged item attributable to the effective portion of the 

designated risk shall adjust the carrying amount of the hedged item to be recognized in the 

statement of operations. 

When the derivative expires or is sold and the accounting hedge criteria are no longer met or 

if the designation is revoked the accounting hedge should be discontinued prospectively. In 

addition, any adjustment to the carrying amount of the hedged item should be amortized in the 

statement of operations. 

The Bank has no accounting hedge of foreign investment cash flow. 
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i. Tangible assets 

Tangible assets include the value of furniture, vehicles, hardware and other accessories owned 

by consolidated entities, being presented at acquisition cost less the respective accumulated 

depreciation and any impairment losses (net carrying amount higher than the recoverable 

amount). 

Depreciation is calculated under the straight-line method, based on the acquisition cost of 

assets less its residual value. 

Depreciation expense of tangible assets is recognized in the consolidated statement of 

operations and basically calculated utilizing the following depreciation rates (based on average 

years of estimated useful life of different assets): 
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Consolidated entities evaluate, on the base date of financial information, if there is any 

indication that an asset may or may not be recoverable (that is, their carrying amount exceeds 

its recoverable amount. If impairment of a tangible asset is identified, the value determined 

and respective reversals (as the case may be) are recorded in income for the period in the 

account "Gains (Losses) on other assets (net)". 

Similarly, in the event of indication of impairment of a tangible asset, consolidated entities 

recognize the reversal of the impairment recognized in prior periods and adjust future 

depreciation expenses accordingly. Under no circumstances, the reversal of the impairment of 

an asset may increase its carrying amount above the amount it would have had no impairment 

been recognized in previous years. 

Conservation and maintenance expenses related to fixed assets for own use are recognized as 

expenses in the period they were incurred. 

j. Lease accounting 

Finance leases are operations that transfer substantially to lessee all risks and rewards 

associated to the ownership of the leased asset.  

Whenever consolidated entities act in the capacity of lessors with respect to an asset, the sum 

the present value of the lease payments to be received from the lessee plus the guaranteed 

residual value - which, in general, is the strike price of the purchase option of the lessee at the 
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end of the lease term - is recognized as loan to third parties and, therefore, included in the 

account “loans and advances to clients” in the consolidated balance sheet. 

k. Intangible assets 

Intangible assets represent identifiable non-monetary assets (separated from other assets) 

without physical substance resulting from a legal transaction or which are internally developed 

by consolidated entities. Assets the costs of which may be reliably estimated, and from which 

consolidated entities shall deem likely that future economic benefits will be generated are 

recognized. 

Intangible assets are initially recognized at the acquisition or production cost and are 

subsequently measured at the acquisition cost less any accumulated amortization and any 

losses due to non-recovery (net carrying amount higher than the recoverable value). 

Goodwill arising on acquisition of subsidiaries. represents the surplus of acquisition cost in 

view of the entity's interest in the fair value of the identifiable assets, liabilities and contingent 

liabilities in the company acquired on the date of acquisition. When such surplus is a negative 

one (negative goodwill), it is immediately recognized in income. Goodwill is classified as an 

intangible asset with indefinite useful life, hence, it is not subject to amortization for the term 

of the expected future economic benefit. 

Impairment of goodwill (that is, a reduction in its recoverable amount below its carrying 

amount) is assessed at the end of each period presented, and any impairment is written-off and 

charged to the account "Gains (losses) on other assets (net) - in the consolidated statement of 

operations. 

Management did not identify any impairment of intangibles as of December 31, 2019 and 

2018. 

l. Provisions, contingent assets and liabilities 

Provisions, contingent assets and contingent liabilities are assessed, recognized and disclosed 

in accordance with IAS 37 - Provisions, Contingent Liabilities and Contingent Assets. 

Contingent assets and contingent liabilities are potential rights and obligations arising from 

past events whose occurrence depends on uncertain future events.  

Contingent assets: these assets are not recognized in the accounts, except when there is a 

favorable judicial decision, on which no appeals are admitted, characterized as virtually 

certain. Assets with probable probability of success are only disclosed in explanatory notes 

(note 21). CCB Brasil does not have contingent assets of probable success. 

Provisions: are recognized in the accounting when the Management, advised by legal counsel, 

assesses the likelihood of loss as probable. The cases with chances of loss classified as possible 

are only disclosed in an explanatory note (note 21). 
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Contingent liabilities: In accordance with CPC 25, the term "contingent" is used for liabilities 

and assets that are not recognized because their existence will only be confirmed by the 

occurrence or not of one or more uncertain future events not wholly under the control of the 

entity. The term contingent liability is used for liabilities that do not meet the recognition 

criteria, since they are considered as possible losses and should only be disclosed in 

explanatory notes, when relevant. Obligations classified as remote are neither provisioned nor 

disclosed; and 

Legal obligations: are recognized and provisioned in the balance sheet, regardless of the 

assessment of the chances of success in the course of the judicial process. 

m. Recognition of income and expenses 

The most significant criteria used by CCB Brasil to recognize its income and expenses are 

summarized as follows: 

i. Interest and similar income and expenses  

Interest and similar income and expenses are recognized on the accrual basis, using the 

effective interest method.  

ii. Commissions, fees and similar items 

Commissions income and expenses are recognized in the consolidated statement of operations, 

using varying criteria according to their nature. The main criteria are the following: 

• Income and expenses on fees and commissions, related to financial assets and liabilities 

measured at fair value through profit or loss, are recognized upon payment. 

• Those arising from transactions or services performed during a period of time are 

recognized throughout the life of such transactions or services. 

• Those related to services rendered in one time are recognized upon execution thereof.

iii. Non-financial income and expenses 

Are recognized for accounting purposes on the accrual basis of accounting. 

n. Financial guarantees 

Financial guarantees are defined as agreements through which an entity undertakes to make 

specific payments on behalf of a third party in case the third party does not make it, 

independently of the several legal forms they might take, such as, guarantees, irrevocable 

documentary credits issued or guaranteed by the entity, etc. 
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CCB Brasil initially recognizes the financial guarantees rendered in liabilities in the 

consolidated balance sheet at fair value, which is generally the present value of fees, 

commissions and interest receivable from these agreements during the term thereof, and 

concurrently it recognizes in assets in the consolidated balance sheet the amount of fees, 

commissions and interest receivable at present value. 

Financial guarantees, independently of guarantor, instruments or other circumstances, are 

periodically revised for determination of the credit risk to which they are exposed to, and, as 

the case may be, to consider if a provision is required. The credit risk is determined by 

application of criteria similar to those established for quantification of impairment of loans and 

receivables measured at amortized cost. 

o. Income taxes and social contribution on net profit  

On November 12, 2019, Constitutional Amendment No. 103 was enacted, which among other 

aspects established the increase in the Social Contribution on Net Income (CSLL) rate, from 

15% to 20%, effective from the 1st. March 2020, whose estimated effects on the stock of tax 

credits recorded at the Bank on December 31, 2019 are R$ 140,799, while in deferred tax 

liabilities it is R$ 35,928.  

Corporate Income Tax expense is recognized in the consolidated statement of operations, 

except when resulting from a transaction directly recognized in shareholders' equity, and, in 

this event, the tax effect is also recognized in shareholders' equity. 

Current income tax expense is calculated as the sum of current tax resulting from the 

application of the appropriate tax rate to the taxable income for the year (net of any deductions 

permitted for tax purposes), and changes in deferred tax assets and liabilities recognized in the 

consolidated statement of operations. 

Deferred tax assets and liabilities include temporary differences, identified as the amounts 

expected to be paid or recovered on the differences between the carrying amounts of the assets 

and liabilities and their respective calculation bases, in addition to accumulated tax losses. 

These amounts are measured at the rates that are expected to be applied in the period in which 

the asset is realized or the liability is settled. 

Deferred tax assets are only recognized for temporary differences in the extent it shall be 

deemed likely that consolidated entities will have sufficient future taxable income against 

which deferred tax assets might be utilized. 

p. Critical accounting estimates 

Consolidated income and the determination of consolidated shareholders equity are impacted 

by accounting policies, assumptions, estimates and measurement methods used by CCB Brasil 

Management in the preparation of financial statements. All estimates and assumptions 
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emphasized below, applied by Management in conformity with IFRS, are the best estimates in 

accordance with the applicable standard. 

Consolidated financial statements include estimates and assumptions, such as the fair value 

measurement of financial assets and liabilities, assessment of impairment of financial and non-

financial assets and the recognition and measurement of deferred taxes.  

These estimations, made with the best available information, are basically the following: 

i. Fair value measurement of certain financial instruments 

The fair value of a financial instrument in a certain date is interpreted as the amount by which 

it could be acquired or sold on that date by two well-informed parties, acting deliberately and 

with prudence, in a transaction under regular market conditions. The most objective and 

common reference for the fair value of a financial instrument is the price that would be paid 

for it in an active, transparent and active, transparent and meaningful market ("quoted price" 

or "market price"). 

If there is no market price available for a financial instrument, its fair value will be estimated 

based on the price established in recent transactions involving the same instrument or similar 

instruments and, in the absence of those, based on valuation techniques normally used by the 

financial market, considering, when applicable, observable market data.  

In addition to the methodology for discount to present value of financial instruments (mainly 

applicable to debt instruments, swaps and forward transactions); where the expected future 

cash flows are discounted to the present value using the curves calculated based on observable 

market data (PU Anbima, DIs and Futures DDIs etc.).

ii.  Impairment of financial assets 

CCB Brasil recognizes the losses inherent to financial assets not measured at fair value taking 

into account the historical experience of impairment and other circumstances known at the 

time of the measurement. 

iii. Goodwill 

The recorded goodwill is subject to a recoverability test at least once a year or more often, if 

there is any indication of asset impairment. 

The basis used for the recoverability test is the value in use, and for this purpose Management 

estimates the cash flow for a determinated period. The cash flow was prepared considering 

several factors, such as: (i) macroeconomic projections of the interest rate, inflation, foreign 

exchange rate and others; (ii) national financial system's behavior and growth estimates; (iii) 

increased costs, returns, synergies and investment plan; (iv) customer behavior, and (v) growth 

rates and adjustments applied to perpetuity flows. The adoption of these estimates involves the 
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probability of the occurrence of future events and changes in one of these factors could have a 

different result.

iv. Assessment of impairment of tangible and intangible assets 

At the end of the reporting period, CCB Brasil assesses the existence of objective evidence of 

impairment of non-financial assets. This measurement may involve subjective assessment 

criteria, such as the technical and operational obsolescence analysis or the expected 

replacement of the asset by another asset that generates higher future economic benefits.  

v. Recognition and measurement of deferred taxes 

Deferred tax assets are recognized in respect to temporary differences and tax losses to be 

offset to the extent it is probable that the Bank will generate future taxable income that will 

allow the utilization of deferred tax assets. 

Estimates regarding the determination of future taxable income are based on the technical 

study of realization of tax credits, which includes estimates and projections of future events 

and trends, which may affect the consolidated financial statements.  

vi. Provisions, Contingencies and Other Commitments 

CCB Brasil periodically reviews its contingencies. Such contingencies are assessed based on 

best Management estimates, taking into consideration the opinion of legal advisors, whenever 

it is probable that funds will be required to settle obligations and when the amount of the 

obligations may be reasonably estimated. 

 Contingencies classified as "Probable Losses" are recognized in the Balance sheet as 

"Provisions".  

Contingency amounts are defined using models and criteria that allow proper measurement, 

despite uncertainties inherent to terms and amounts, as detailed in Note 21.

The sensitivity analysis is detailed in Note 37 - "Risks Management". 

vii. Provision for Guarantees Provided 

The methodology for calculating of provisions for surety bonds is based on the probability of 

disbursement as defined by the Central Bank, which establishes this assessment through a 

model developed with verifiable information and criteria. 

In addition, legal disputes related to guarantees whose probability of disbursement is 

considered probable are included in this provision.
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3. Cash and cash equivalents and reserves at the Central Bank of Brazil 
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4. Loans and advances to financial institutions 

The breakdown by rating, type, and currency of the balances in the item "Loans and advances 

to financial institutions" in the consolidated balance sheets is as follows: 
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5. Securities 

The breakdown by rating, type, and currency of the balances in the item "Securities" is as 

follows: 
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6. Derivatives 

a) The adopted policy 

As a result of the Volcker Rule, applicable to the CCB Group globally, the operations of CCB 

Brasil's trading portfolio were suspended. CCB Brasil carried out traditional derivative 

operations aiming it´s clients needs, as well as executing its risk management policy in order 

to minimize risks arising from its own financial operations. Its objective was to obtain the 

mitigation of exposure to market variables that impairs assets and liabilities of the 

conglomerate.

b) Hedge of foreign exchange exposures

CCB Brasil carries out Swap, NDF and Future Market operations for purposes of hedging of 

its obligations with securities issued abroad and foreign currency loans,  in order to hedge 

against the risk of exchange variation and the coupon of operations, thus hedging against 

exchange rates variations by the use of economic and accounting hedge,  when applicable, for 

these operations. 

c) Portfolio´s Hedge with pre-fixed interest rates  

The Bank adopts the strategy of acquiring future DI contracts, assessing the relationship 

between the duration of DI futures contracts and the duration of the credit portfolio. The cover 

of hedging is quarterly assessed and meets criteria that consider the total portfolio less delays 

and prepayment. The replacement of DI futures contracts is periodic, as the opening of new 

futures contracts is identified and its liquidity is detected. The Consolidated’s treasury assesses 

the need to purchase or sell new DI futures contracts to offset the adjustment to fair  value of 

the hedged item. The objective is to ensure the hedging effectiveness in the range of 80% to 

125% considering the market variation of the hedged layer and the market variation of DI 

futures contracts.  

d) Risk management

CCB Brasil operates with derivative financial instruments as part of the range of products 

offered to its clients and to meet its own necessity related to the management of market risks 

which arise, principally, due to the normal mismatches between currencies, interest rates, 

indices and terms of its asset and liability operations.  

The main risk factors of the derivatives contracted at December 31, 2019 are related to 

exchange rate, interest rate and dollar coupon, which aim to maximize the return-risk ratio, 

even in circumstances of high volatility. The risk management control of the portfolios is 

performed through the use of systems, such as: VaR, (for trading portfolio), EVE and NII (for 

the banking and global portfolios), Profitability and Liquidity Risk. 
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e) Criteria for fair value measurement  

To obtain these fair values the following criteria are adopted: 

• Futures and Forward: quotations on stock exchanges; 

• Swap: it is estimated the cash flow of each of its tranches discounted to the present value, 
according to the corresponding interest curves, obtained through of B3 SA - Brasil, Bolsa, 
Balcão (a clearing company) prices, and /or market prices of government securities for 
Brazilian operations, and in the prices of international exchanges for operations abroad, when 
applicable; 

f) Recording of the values 

The Outstanding Operations at December 31, 2019 and 2018 have the following 

characteristics:
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7. Loans and advances to clients 

a) Breakdown 

The breakdown by rating of the balances in the item "Loans and advances to clients" in the 

consolidated balance sheets is as follows: 
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b) Gross book value (loan portfolio) 

Reconciliation of the gross portfolio of “Loans and advances to clients” segregated by stages:  
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* "Other Movements" include settled transactions and new operations, credit assignments and 
foreign exchange variation of operations indexed in foreign currency. 

** "Others" includes other types of credit (Advances on Foreign Exchange Contracts, Rural 
and Agribusiness Financing, Machinery and Heavy Vehicle Financing, Debtors for the 
purchase of assets and liabilities and receivables). 
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* "Other Movements" include settled transactions and new operations, credit assignments and 
foreign exchange variation of operations indexed in foreign currency. 

** "Others" includes other types of credit (Advances on Foreign Exchange Contracts, Rural 
and Agribusiness Financing, Machinery and Heavy Vehicle Financing, Debtors for the 
purchase of assets and liabilities and receivables). 

c) Expected credit loss 

Composition of expected credit loss of “Loans and advances to clients and securities”: 
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Reconciliation of the expected credit loss from "Loans and advances to clients" segregated by 

stages: 
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d) Assignment of loans to credit securitization companies (unrelated companies) 

In the years ended December 31, 2019 there was no assignment of loans to unrelated credit 
securitization companies.  

In the year ended December 31, 2018, there were assignments to unrelated credit securitization 
companies of loans for working capital and other assets classified as "operations with 
substantial transfer of risks and rewards", which were fully covered by allowances for loan 
losses, resulting in the amount of R$ 25,972. 

Furthermore, loan operations previously written-off were also assigned to unrelated credit 
securitization companies, resulting in the amount of R$ 73,984. The assignments were made 
considering internal evaluations as regards the perspectives of recovery of the loans, which 
served as the pricing basis for the assignments, and analyses of a specialized company 
regarding the situation of the debtors and the conditions of the loans, utilized as a source of 
information for the evaluation of the perspectives of the recovery of the loans (note 29). 
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8. Other loans and receivables 

All the balances of counterparties that are not clients or financial institutions are considered 

"Other Loans and Receivables." As of December 31, 2019, this item is composed basically of 

balances outstanding with stock exchanges (under usual market terms) and credits granted and 

not typified as loans classified as amortized cost, totaling the sum of R$ 28,833 (R$ 27,431 in 

2018) .  
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9. Non-financial assets held for sale 

Non-financial assets classified are recorded in the balance sheet when actually appropriated or 

intended for sale. These assets mainly refer to real estate property available for sale and 

received as payment for debt, which were initially stated at the lowest value between carrying 

amount and fair value, less sales costs. 

CCB Brasil's policy consists in having control of a real property (though it is not yet in 

possession) when it obtains the adjudication order or writ of public bid or payment in kind 

(control of asset), and in the case of vehicles / others this will be based on the definite sentence 

(control of asset). At the moment the asset is owned, credit agreement is written off and 

accounted for in "Non-financial Assets" at the amount included in an appraisal report prepared 

by an expert accredited by CCB Brasil conglomerate, limited to the debt amount. 

The report should specify the appraisal criteria and the comparison parameters employed to 

arrive at the value. The asset should be reassessed following the regulatory term (1 year) plus 

extensions and the mandatory public auction. A provision for loss should be created or 

increased whenever the fair value (assessment) is below the carrying amount. 

Subsequent reductions to book value related to the reduction to fair value or loss of ownership 

or control of the asset, in addition to the gains and losses arising from the disposal of non-

financial assets are recorded under "Gains (losses) on other assets (net)" in the Statement of 

Operations for the year. 
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10. Investments 

The breakdown of this item's balances is as follows: 
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11. Tangible assets 

CCB Brasil's tangible assets consist in fixed assets in use. CCB Brasil has no tangible assets 

stated as investment property or leased under operating lease conditions.  

Details by types of assets, of the tangible assets in the consolidated balance sheets are as 

follows: 

� �

��*�� �

�)).$.-#�	(�
(	0%	)&#�&�1� � �$0#&%$	1�� �

�	��
3#-#1)	�� � � � � � �

�
�

�#1(�#1(�3.&-(&1=*� � ���"

� � 5������6� � 4� � ���"�!�

�#�#�0%�)	**&1=�*@*�	$*� � ����
!� � 5
� �"6� � 5��6� � �
��

�#)&-&�&	*��+.%1&�.%	�#1(�	A.&0$	1��&1�.*	� � 
������ � 5�
� "�6� � 5��!��6� � "��""�

��/	%� � 
�!��� � 5��
" 6� � 5! 6� � !�"�

�#-#1)	*�#���	)	$3	%�����
���� � ���� ��� � 5 !��

6� � 5���
�6� � !
� �
�

� � � � � � � � �

�#1(�#1(�3.&-(&1=*�

�

���
��� � 5���
��6� � 4� � 
 � ���

�1&�&#-�#(�0�&�1�������"�51��	�
#6�
�

�����"� � 5 �� �6� � 4� �  ��"!��

�#�#�0%�)	**&1=�*@*�	$*�

�

����
�� � 5
�� 
6� � 5��6� � !

�

�#)&-&�&	*��+.%1&�.%	�#1(�	A.&0$	1��&1�.*	�

�


��"��� � 5�!�
!�6� � 5��!! 6� � !�
!��

��/	%�

�


�

�� � 5��
 �6� � 5! 6� � 
 ��

�#-#1)	*�#���	)	$3	%�����
��
�

�


���
� � � 5
�� ��6� � 5����
6� � ��"�

��

The changes in the "Tangible assets" item in the consolidated balance sheets are as follows: 
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12. Intangible assets 

The breakdown of the item "Intangible assets" is as follows: 

��
�*�&$#�	(�
.*	+.-�-&+	� � 
��
� � 
����

�� �� �� �� �� ��

D&�/�(	+&1	(�.*	+.-�-&+	O� �� �� � �� �

�70	1*	*��1�*�+�>#%	�#)A.&*&�&�1�#1(�(	,	-�0$	1�� ��/	%� �� 
���"�� � 
��� ��

�)).$.-#�	(�#$�%�&'#�&�1� �0������@	#%*� �� 5
��� "6� � 5� ����6�
�� �� �� � �� �

D&�/�.��(	+&1	(�.*	+.-�-&+	O� �� �� � �� �

8��(>&--�4������%#*&-��&1#1)	&%#� � � �����
�� � �����
��

� � � ������
� � ��
�����

The changes in the item "Intangible assets" are as follows: 
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CCB Brasil assessed the existence of impairment for the intangible assets groups. No 

impairment of these assets was identified on the analyzed base date. 

The recorded goodwill is subject to impairment test once a year, or more often if there is an 

indication of impairment of the asset, and was allocated to cash generating units identified in 

accordance with operating segments (note 35). 

The basis used for the impairment test is the value in use, and for this purpose Management 

estimates the cash flow that is subject to several factors, such as: (i) macro-economic 

projections of the interest rate, inflation, and others; (ii) National financial system's behavior 

and growth estimates; (iii) increased costs, returns, synergies and investment plan; (iv) client 

behavior and (v) growth rates and adjustments applied to perpetuity flows. The adoption of 

these estimates involves the probability of the occurrence of future events and changes in one 

of these factors could have a different result. 

Based on the aforementioned assumptions, no impairment of goodwill was identified in the 
year ended on December 2019. 



�/&1#���1*�%.)�&�1��#1?�5�%#*&-6��#1)��2H-�&0-���E�� �
���	*�����/	�)�1*�-&(#�	(�+&1#1)&#-�*�#�	$	1�*�G��	)	$3	%�����
��
��
5&1��/�.*#1(*��+�%	#&*��.1-	**���/	%>&*	�*�#�	(6�

54 

� � 
��
� � 
����

� � � � �

�����%#*&-��B�B��%M(&�����&1#1)&#$	1��*�	��1,	*�&$	1��*� �� �����
�� � �����
��

�� �� � � �

�0	%#�&1=�*	=$	1�O� �� � � �

�	�#&-� �� �����
�� � �����
��

�� �� � � �

�� � �	�#&-� � �	�#&-�

2#&1�#**.$0�&�1*O� � � � �

�**	**$	1��3#*&*� �

�#-.	�&1�.*	O�
)#*/�+-�>*�

� �#-.	�&1�.*	O�
)#*/�+-�>*�

�#*/�+-�>�0%�R	)�&�1�0	%&�(�5�6� � ���@	#%*� � ���@	#%*�

8%�>�/�%#�	�&1�0	%0	�.&�@� � "B�I�0B#B� � "B
I�0B#B�

�&*)�.1��%#�	� � �!B!I� � ��B�I�

(1) Cash flow projections are based on internal budget and on management's growth plans, taking into 

account historical data, expectations and market conditions such as industrial growth, interest rate and 

inflation indexes. The 10-year period used for the projection of cash flows adequately reflects the long-

term business cycle of the unit, since it carries out credit operations with maturities that can reach up 

to 96 months (60 months in 2018) with an average term of 48 months. 
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13. Other assets 

Breakdown of “Other assets” balance is as follows: 

  

(*) Substantially refer to assets with social housing programs in the amount of R$ 21,247 (R$ 19,508 in 2018). 
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14. Deposits from financial institutions 

The breakdown by rating, counterpart, type, and currency of the balances in these items is as 

follows: 
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15. Deposits from clients 

The breakdown by rating, type, in the item “Deposits from clients" is as follows: 
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 (*) Refers substantially to the account of foreign currency payment orders in the amount of R$ 66,006 (R$ 31,184 

in 2018). 
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16. Securities issued 

The breakdown by rating, type, and currency of the balances in the item "Securities issued" is 

as follows: 
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17. Capital Instruments 

Details of the balance of "Subordinated debts" are as follows: 
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(*) Includes credit risk premium in the amount of R$ 6,981 (R$ 47,316 in 2018). 
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18. Domestic borrowings 

The breakdown of the item "Domestic borrowings" is as follows: 
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19. Foreign borrowings 

The breakdown of the balances in the item "Foreign borrowings" is as follows: 
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(*) Includes credit risk premium in the amount of R$ 1,174 (R$ 4,058 in 2018). 
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20. Hedge accounting  

Loans to Individuals 

CCB Brasil holds payroll loan portfolios of public servants and retirees, and vehicle financing 

operations. Those credits are assigned at pre-fixed rates, exposing the Institution to the market 

risk arising from fluctuations in the reference rate of interbank deposits (CDI), an index in 

which the Institution's cost of funding and risk management are controlled. Thus, to hedge the 

risk of the pre-fixed rate to the CDI oscillations, since January 2017, the Bank's treasury dept 

acquires future DI contracts in a ratio of amounts x maturities that offset the adjustment effect 

to fair value of the hedged item, and the effects of this hedge of fair value are recorded 

exclusively in the Consolidated Financial Statements. 
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21. Provisions 

CCB Brasil and its subsidiaries are parties to legal and / or administrative proceedings arising 

from the normal course of business, involving matters of a civil, labor, tax and social security  

nature.  

a) Contingent assets 

Contingent assets are not recognized. 

b) Provision classified probable losses and legal obligations  

Based on information obtained from its legal advisors on the analysis of pending legal 

proceedings and, as regards labor claims, from previous experience Management recorded 

provisions at amounts considered sufficient to cover probable losses from the lawsuits in 

progress: 

b.1) Social Contribution on Revenues (COFINS) Law No. 9,718/98 – amount involved 

R$ 557,244 (R$ 539,751 in 2018). The Group requests the payment of the contribution, 

from November 2005 to December 2014 on the basis of the calculation stipulated by 

Complementary Law No. 7/70, in view of the unconstitutionality of the increase of the 

calculation basis determined in Law No. 9,718/98. Part of the amount involved, R$ 31,381 

(R$ 30,136 in 2018), has been deposited in Court. 

b.2) Social Integration Program (PIS) Law No. 9,718/98 – amount involved R$ 88,503 

(R$ 85,731 in 2018). The Group requests the payment of the contribution, from November 

2005 to December 2014, on the basis of the calculation stipulated by Complementary Law 

No. 7/70, in view of the unconstitutionality of the increase of the calculation basis 

determined in Law No. 9,718/98. Part of the amount involved, R$ 106,393 (R$ 94,781 in 

2018), has been deposited in Court. 

b.3) PIS - Constitutional Amendment No. 10/96 - amount involved R$ 18,925 (R$ 

18,275 in 2018). The Group requests the rejection of the requirement of the retroactive 

contribution for PIS, for the period of 90 days between 03/07/1996 and 06/07/1996, in 

observance of the principles of "retroactivity" and “90 day holding period”, as well as to 

ensure the right to calculate and collect as from 06.07.1996 the contribution to PIS on the 

gross operating income, understood as that arising solely from the provision of services 

and sales of goods as defined in Art. 44 of Law No. 4,506/64, in Art.12 of Decree-Law No. 

1,587/77 and Art. 226 Decree No. 1,041/94. The amount involved was deposited in Court.

b.4) Service Tax (ISS) - Taxed Services - Taxation of the List of Services Attached to 

Complementary Law (LC) No. 56/87 – amount involved R$ 1,336 (R$ 1,272 in 2018):

The Group requests the deconstitution of the ISS debit entry on alleged revenues for the 

provision of taxable services, not expressly foreseen in the list of services annexed to LC 

No. 56/87 (assuming the list as explanatory), in disagreement with the jurisprudence of the 
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Superior Court of Justice, considering its unrestricted nature. The amount involved was 

deposited in Court. 

b.5) Labor lawsuits 

CCB Brasil has lawsuits assessed by the legal advisors as probable losses, which were fully 

covered by provisions totaling R$ 86,757 (R$ 58,884 in 2018). The provisions are related 

to lawsuits in which alleged labor is discussed, related to specific labor legislation in the 

professional category, such as overtime, salary equalization, transfer allowance and others. 

b.6) Civil lawsuits 

CCB Brasil has lawsuits, assessed as probable losses, which were fully covered by 

provisions totaling R$ 235,513 (R$ 179,579 in 2018). Provisions are, in general, due to 

contract review and indemnity for material and moral damage, mostly from the Special 

Civil Court.

c) Tax and social security proceedings classified as possible losses 

The contingent liabilities classified as possible losses are monitored by the Institution, and 

the evaluation of the possible outcome is based on the opinion of the legal advisors in 

relation to each judicial and administrative proceeding. Therefore, in compliance with the 

existing norms in Brazil, there is no accounting recognition of the contingencies classified 

as possible losses, which mainly refer to the following issues: 

ISS - List of Taxable Services (Attachment to Circular Letter (LC) No. 56/87) -

Amount involved R$ 23,094 (R$ 21,707 in 2018). The Group requests the extinguishing 

of the ISS on alleged taxable revenue service, not expressly covered in the list of services 

attached to LC No.56/87, based on the argument that this Circular Letter is merely 

illustrative, which is not in accordance with the jurisprudence of the Superior Court. The 

amount involved has been deposited in Court. 

Allowance for doubtful debts/1994 - Amount involved R$ 26,357 (R$ 25,525 in 2018). 

The Group requests that in the calculation of income tax and social contribution for the 

fiscal year 1994, a deduction be permitted for the expense on the allowance for doubtful 

debts under the terms determined by the National Monetary Council and the Brazilian 

Central Bank regulations, pursuant to Resolution No. 1,748/90 and subsequent changes, 

thereby considering as unconstitutional and illegal pursuant to the provisions of art. 43, 

paragraph 4, of Law No. 8,981/95. The amount involved has been deposited in Court. 

IRF on Remittance of Interest Abroad - amount involved R$ 14,229 (R$ 13,803 in 

2018): seeks to offset amounts unduly withheld as income tax at source on remittances of 

interest abroad, with the same income tax legal entities, pursuant to art. 39 of Law No. 

9,250/96, removing the restrictions contained in Circular Letters No. 2,269 / 92 and No. 

2,372/93 and Communique No. 2,747/92, which conditioned the application of zero 
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income tax rate to compliance with minimum repayment terms, for flagrant violation of 

the principle of legality. The amount involved was deposited in court. 

IRPJ / 2008 - amount involved R$ 20,071 (R$ 19,268 in 2018): awaiting approval of the 

adhesion to the Installment of Law No. 12,996/2014 (REFIS of COPA), whose analysis of 

the RQA - Request for Early Discharge (article 33 of Law No. 13,043 / 2014) is suspended 

pending judgment of the disallowance of tax losses and negative basis of CSLL for the 

years 2012 and 2014 (see IRPJ / CSLL). 

INSS - Management´s profit sharing - Amount involved R$ 124,376 (R$ 118,835 in 

2018): The Group requests the reversal of the alleged INSS debit, relating to the base 

periods from 2006 to 2011, assessed through an assessment notice, because of the fact that 

(i) the debits relating to facts generated up to October 10, 2006 are time barred and, (ii) 

because there should be no levy of INSS on profit sharing, as established in the Federal 

Constitution, in Art. 7 item XI, and Law No. 8,812/1991, in Art. 28, § 9. 

IRPJ / CSLL - Amount involved R$ 168,154 (R$ 88,567 in 2018). The Group requests 

the extinguishing of the IRPJ /CSLL debit, related to the base period of 2012, assessed 

through an assessment notice, arising from the disallowance of the deductibility of credit 

losses, because of the alleged non-compliance with the procedures set forth in Law No. 

9,430/96. 

Financial Operations Tax (IOF) and Withholding Income Tax (IRRF) - amount 

involved R$ 1,485 (R$ 1,439 in 2018). CCB Brasil as joint and several liability claims for 

the elimination of the launch of the alleged IRRF / IOF debt on seven exchange operations 

for foreign exchange remittances. 

Deductibility of the PLR Expense from the CSLL Calculation Base - amount involved 

R$ 1,978 (R$ 2,251 in 2018): pleads the unconstitution of the disallowance of the expense 

with payment of Profit Sharing to the Administrators, in the 2012 calendar year, which 

reduced the negative CSLL tax base in the period, due to alleged non-compliance with the 

procedures provided for in Law No. 7,689 / 1988. 

IOF on Credit Assignment - amount involved R$ 2,578 (R$ - in 2018): pleads for the 

decommissioning of the IOF debt entry on the alleged incidence on credit assignment 

contracts with recourse, for the period from 03/2014 to 12/2014, for alleged breach of 

Decree No. 6,306/2007. 

Unapproved Compensation - amount involved R$ 4,388 (R$ 3,298 in 2018): pleads in 

the administrative sphere with the RFB to ratify tax compensations with credits arising 

from overpayment or undue payment. 
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Labor lawsuits 

CCB Brasil has lawsuits for which are classified as ‘possible losses' and for which no 

provision was recorded. According to the legal advisors, the maximum amount of possible 

indemnities for these lawsuits is R$ 12,019 (R$ 8,319 in 2018). The contingencies are 

related to lawsuits in which labor issues are discussed, in relation to the specific labor 

legislation, such as overtime, salary parity, additional remuneration for transfers and 

related matters. 

Civil lawsuits 

CCB Brasil has lawsuits, for which are classified as possible losses and therefore no 

provision was recorded. According to the estimates of the legal advisors, the maximum 

amount of indemnities in respect of these lawsuits is R$ 229,628 (R$ 306,414 in 2018). 

The contingencies generally originate from a review of contracts and indemnities for 

material and moral damages, the major part being discussed in the Special Civil Court. 

d) Changes in provisions for "legal obligations" and "contingent liabilities" 

classified as probable losses. 
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For the above contingencies, CCB Brasil has deposited the amount of R$ 109,056 for civil 

lawsuits, R$ 22,775 for labor lawsuits and R$ 311,613 for tax lawsuits. 
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For the above contingencies, CCB Brasil has deposited the amount of R$ 117,859 for civil 

lawsuits, R$ 25,025 for labor lawsuits and R$ 291,064 for tax lawsuits. 
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22. Current income tax and deferred taxes 

a) Statement of calculation of income tax and social contribution charges 

Total charges for the fiscal year may be reconcile with book profits as follows: 
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(1) As of 2019, under the terms of CMN Resolution No. 4,706/18, art. 2, the amounts relating to capital 

remuneration, declared or proposed, must be recognized in liabilities, in return for the appropriate account 

of retained earnings or reserves. 

(2) As of 2019, under the terms of CMN Resolution No. 4,706/18, art. 4, the remuneration for capital earned on 

investments valued by the equity method, must be recognized in assets, with a corresponding entry to the 

respective investment. 

(3) The amount of permanent additions includes R$ 16,000 received as interest on own capital from CCB Brasil 

Arrendamento S.A. 
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b) Effective tax rate calculation 

Effective tax rates are as follows: 

�� 
��
� �� 
����

�1)�$	�5-�**6�3	+�%	��#7	*� 5�� ��!
6� � 5�������6�

�.%%	1��&1)�$	��#7�51��	�

#6� �! � ��� � 5����
"�6�

�++	)�&,	�%#�	� 4 
���I� � ��
B��I�

� The effective tax rate differs from the current rate applied to the calculation of income 

tax, as per additions and exclusions presented below: 
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c) Deferred taxes 

Balances of "Deferred taxes" Assets/ (Liabilities) is as follows: 
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The changes in the balances of “Deferred tax assets” and “Deferred tax liabilities” are as 

follows: 
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d) Presumed Tax Credits  

In view of high level of inventory of “temporary differences” arising from credit losses which 

occurred after 2014, the Bank decided to compute a "Presumed Tax Credit" in the amount of 

R$380,662, according to criteria established by Law No. 12,838/2013 and Circular Letter No. 

3,624/2013 of BACEN, which require determination of tax losses and credits deriving from 

temporary differences originating from allowance for doubtful loans computed and existing in 

the previous calendar year. 

According to Law No. 12,838/13, the Federal Revenue Service can verify the accuracy of the 

computed presumed tax credits for a period of 5 (five) years, as from the date of the request 

for offset, which could be in cash or in federal public debt securities, and also utilized as a 

deduction from tax or non-tax amounts due to the National Treasury. 

During the year of 2019, the Bank recovered R$ 830 (R$ 63,299 in 2018), resulting from credit 

operations that are part of the calculation basis for presumed tax credit, whose deferred taxes, 

in the amount of R$ 9,459 (R$ 25,320 in 2018) , were recorded as a reduction of the presumed 

credit originally recorded, given that these amounts will be taxed when the credit is reimbursed 

by the National Treasury. 

Management believes that, considering the macroeconomic scenario and the expectation of the 

generation of future taxable income by the Institution, the option for Presumed Tax Credit 

represents the best alternative to reduce the time of realization of temporary differences arising 

from the allowance for doubtful accounts. 
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e) Tax credits not recorded 

As a result of the history of tax losses in recent years and uncertainties related to long-term 

projections, the Management decided not to record portion of its tax credits in its balance sheet 

according to the practices established by IFRS, effective as from May 31, 2017. 
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The Consolidated´ s books have tax credits not recorded arising from tax losses and negative 

basis of social contribution in the amount of R$ 773,991 (R$ 617,583 in 2018) for which there 

is no expectation for realization.  
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23. Other liabilities 

The breakdown of the balance of "Other liabilities" is as follows: 
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24. Shareholders' equity 

a) Shares 

The Bank's capital is R$ 2,956,864 (R$ 2,956,864 in 2018) represented by 465,631,466 

nominative shares (465,631,466 in 2018), of which 297,223,908 are common shares 

(297,223,908 in 2018) and 168,407,558 preferred shares (168,407,558 in 2018), without par 

value.  

The CCB Brasil shareholders structure was as follows: 
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b) Treasury shares  

Up to December 31, 2019, 6,879,540 preferred shares were acquired for R$ 58,593 of this 

amount, 481,022 shares were transferred to managers as variable remuneration in the years 

2013 and 2014. 

The minimum, average and maximum cost per share (in Reais) were R$ 6.96, R$ 8.52 and R$ 

9.70 respectively. There is no fair value for these shares. 

Therefore, the number of treasury shares at December 31, 2019 corresponds to 6,398,518 

shares in the amount of R$ 55,105 (R$ 55,105 in 2018). 

c) Dividends and interest on capital 

According to the bylaws, a minimum dividend corresponding to 25% of the net income for the 

period is ensured according to the accounting practices established by the Central Bank of 

Brazil, under the terms of the applicable corporate law. 

d) Reserves 

Because of the losses incurred, there were no constitution of reserves. 
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25. Guarantees provided 

CCB Brasil offers many guarantees for their clients to improve their credit position and become 

competitive. The following table shows all the guarantees as of December 31, 2019 and 2018. 
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On December 31, 2019, based on its disbursement estimates made in accordance with 

recognized credit risk management practices, the Bank estimated that the probability of future 

disbursements linked to financial guarantees provided is R$ 174,860 (R$ 93,445 in 2018). This 

estimate considers the history of disbursements to honor guarantees over the past few years, 

as well as legal discussions whose probability of disbursement is considered probable by the 

Bank's legal advisors (note 21d).   
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26. Interest and similar income and expenses and net exchange differences 

a) Interest and similar income and expenses 

Interest and similar income in the consolidated statement of operations comprise of interest 

accrued in the year on all financial assets with implicit or explicit return, calculated using the 

effective interest method, regardless of the fair value measurement and of the income due to 

the hedge accounting. Interest is recognized for the gross amount, without the deduction of tax 

withheld at source.  

Interest and similar expenses in the consolidated statement of operations comprise interest 

accrued in the year on all financial liabilities with implicit or explicit return, including 

compensation in cash, calculated using the effective interest method, regardless of the fair 

value measurement. 
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b) Net foreign exchange variations 

Foreign exchange variations basically show the differences that arise in the conversion of 
monetary items into foreign currency into functional currency and do not consider the 
foreign exchange hedge contracted by the Bank through derivative financial instruments, 
whose impacts are presented in "Gains (Losses) on financial assets and liabilities (net)". 
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27. Gains on financial assets and liabilities (Net) 

Gains (losses) on financial assets and liabilities are composed of the amounts of adjustments 

from the measurement of financial instruments, except for those attributed to interest accrued 

as results after the application of the effective interest method and provisions, and of gains (or 

losses) on the sale or purchase of financial instruments. 

The breakdown of the balance of this line, by type of instrument, is shown below: 
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28. Income from fee and commissions 

The "Income from fee and commissions" line comprises all fees and commissions accumulated 

on behalf of the Bank in the year, except for those that make up the effective interest rate on 

financial instruments. 

The breakdown of the balance related to this line is shown below: 
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29. Other net operating income (expenses) 

In this line of the consolidated statement of operations (loss) are: 
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30. Personnel expenses 

The breakdown of the "Other Personnel Expenses" line is shown below: 
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31. Other administrative expenses  

The breakdown of the balance of this line is as follows:  
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32. Tax expenses 

Refer mainly to federal contributions to PIS and COFINS which amounted to R$ 27,760 

(23,913 in 2018). 
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33. Gains (losses) on other assets (net) 

Refer basically to the results obtained from the sale of own assets and provisions for adjustment 

to realizable value of assets or other non-operating assets. 
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34. Other disclosures  

a) Third-party securities held in custody 

As of December 31 2019 and 2018, the Bank held no third-party debt bonds or securities under 
its custody. 

b) Cash and cash equivalents for the cash flow 
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c) Commitments assumed for guarantees received and funding from international bodies 

CCB Brasil is a debtor for loans from the Proparco (Societè de Promotion et de Participation 
pour la Coopération Economique.) for lending to Brazilian companies, the contracts of which 
require maintenance of minimum financial ratios (financial covenants ), beside requirement 

of social and environmental responsibilities & obligations��

The financial ratios are calculated based on the financial information prepared in accordance 

with Brazilian law and standards of the Central Bank of Brazil. These are monitored and 

assessed by the aforementioned creditors. 
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d) Insurance contracts 

The Bank adopts the policy of contracting insurance coverage for assets subject to risks for 

amounts considered to be sufficient to cover eventual claims, considering the nature of its 

activity.
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35. Operating segments 

According to the international accounting standards, an operating segment is a component of 

an entity: 

(a) That operates activities which may generate income and incur expenses (including income 

and expenses related operations with other components of the same entity). 

(b) Whose operating results are regularly reviewed by the person in charge of making the 

entity's operating decisions related to the allocation of funds to the segment and the evaluation 

of its performance. 

(c) For which the individual financial information is available. 

The Bank has identified, based on these instructions, the following business segments as being 

its operating segments: 

• Wholesale 

• Retail  

The Bank maintains as main strategic focus the operations in the Wholesale segment. This 

segment basically includes the granting of loans and receivables with guarantee of receivables, 

and the Working Capital is the most profitable product of this segment. A significant portion 

of the wholesale portfolio is represented by short-term loans that provide higher liquidity and 

greater risk control to the Bank.  Additionally, the Bank participates actively in the foreign 

exchange market, whose funding is carried out with international banks. 

The Retail segment includes loans and receivables of Payroll loans for civil servants and 

vehicle financing for individuals. 

The condensed statements of income and other significant data are listed as follows.  
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The Bank has an agency in the Cayman Islands whose total assets are R$ 4,979,499 (R$ 

6,093,261 in 2018) and net worth in the amount of R$ 562,579 (R$ 438,154 in 2018).
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36. Related party transactions 

CCB Brasil's related parties should include parties with joint control over the entity, joint 

ventures in which the entity is an investor and post-employment benefit plans to benefit 

workers of an entity or any other entity qualified as a related party to this entity. 

CCB Brasil and its direct subsidiaries carry out transactions between themselves, which were 

eliminated in the consolidated statement.  

The Bank's balances related to transactions with direct and indirect subsidiaries, related 

companies and key management personnel are shown below: 

� �**	�*�E�5-&#3&-&�&	*6� � �1)�$	�E�5	70	1*	*6�

� 
��
� 
���� � 
��
� 
����

�,#&-#3-	�+&1#1)&#-�%	*�.%)	*�&1�+�%	&=1�).%%	1)&	*� �"�"��� 
����� � 4� 4�

�/&1#���1*�%.)�&�1��#1?���%0�%#�&�1�5(6� �"�"��� 
����� � 4� 4�

� � � � � �

�1,	*�$	1��+.1(�A.��#*� ������� !!� �
� � ������ �� ���

������������#)��%*�536� ������� !!� �
� � ������ �� ���

� � � � � �

�	$#1(�(	0�*&�*� 5!
�6� 5"��6� � 4� 4�

�������#)��%*�5#6� 5
6� 5
6� � 4� 4�

�����%#'&-���-(&1=���(#B�5	6� 5�"
6� 5�"6� � 4� 4�

�	@�$#1#=	$	1��0	%*�11	-�#1(���1�%�--&1=�*/#%	/�-(	%*�5)6� 5�
 6� 5�"�6� � 4� 4�

� � � � � �

�&$	�(	0�*&�*� 5
�"�!��6� 5� !�"
�6� � 5���"

6� 5�����!6�

�������#)��%*�5#6� 5
�
6� 5��"6� � 5
6� 5��6�

������������#)��%*�536� 5���""
6� 5��"�!6� � 5! �6� 5"�
6�

�����%#'&-��&1#1)&#-���-(&1=���(#B�5	6� 5�
��


6� 5�"��!"�6� � 5����
 6� 5������6�

�	@�$#1#=	$	1��0	%*�11	-�#1(���1�%�--&1=�*/#%	/�-(	%*�5)6� 5�
�6� 5
��"
6� � 5��6� 5!!6�

� � � � � �

���� 5���� 6� 5"��
 6� � 5�
�6� 5�
 6�

�	@�$#1#=	$	1��0	%*�11	-�#1(���1�%�--&1=�*/#%	/�-(	%*�5)6� 5���� 6� 5"��
 6� � 5�
�6� 5�
 6�

� � � � � �

���� 5�����6� 5"
 6� � 5��6� 5� 6�

�	@�$#1#=	$	1��0	%*�11	-�#1(���1�%�--&1=�*/#%	/�-(	%*�5)6� 5�����6� 5"
 6� � 5��6� 5� 6�

� � � � � �

���� ���� 5"�
6� � 
�
� ���"��

�������#)��%*�5#6� ���� 5"�
6� � 
�
� ���"��

� � � � � �

��%%�>&1=*� 5����
� ��6� 5��  
� ��6� � 5� "�"� 6� 5��� "����6�

�/&1#���1*�%.)�&�1��#1?���%0�%#�&�1�5(6� 5����
� ��6� 5��  
� ��6� � 5� "�"� 6� 5��� "����6�

(a) Direct associated companies; 

(b) Indirect associated companies; 

(c) Controlling shareholders and key management personnel; 

(d) Indirect parent company headquartered overseas; 

(e) Direct parent company. 
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Related party transactions due dates and rates:

The LCA operations were carried out at rates of 95.6% of CDI (96% of CDI in 2018) and have 

a final maturity of up to 01 year (up to 2 years in 2018). The LCI operations were carried out 

at rates of 95.4% of CDI (96% of CDI in 2018) and have a final maturity of up to 01 year (up 

to 1 year). Term deposits are remunerated at the average rate of 91.77% of CDI (101% of CDI 

in 2018), directly related to the amount applied, with final maturity in up to 02 years (up to 02 

years in 2018). Loan obligations were carried out at the average rates of 3.14% p.a. (3.05% 

p.a. in 2018) and exchange variation with final maturity in up to 07 year (1 year in 2018). 

Management remuneration 

The maximum aggregate remuneration intended to the members of the Board, the Senior 

Management, the Executive Board and the Audit Committee, as well as the maximum 

Statutory Profit sharing of the fiscal year is set at the Annual General Meeting of Shareholders, 

when applicable, in compliance with the limitations established by CMN Resolution No. 

3.921/10. 

During the years ended on December 31, 2019 and 2018 the Board of Directors did not approve 

payments of profit sharing to the Senior Management due to the generation of loss of negative 

accounting results. 

i) Short-term benefits  

Remuneration of the Board of Directors, Executive Board and of the Audit Committee of CCB 

Brasil: 
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ii) Long-term benefits 

CCB Brasil does not have long-term benefits for termination of employment for key 

management personnel. 
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37. Risk management 

�The Bank's risk management ensures that risks are properly identified, measured, mitigated 

and managed, to support the sustainable development of the activities and the continuous 

improvement of the risk management of the Institution.  

The Bank has centralized the management of the Socio-Environmental, Market, Credit, 

Liquidity, Operational and Capital Management Risks in order to maximize the effectiveness 

of its controls. This results in a global view of the exposures to which the Bank is subject by 

the nature of its activities, thereby enabling it to improve and become more agile in making 

strategic decisions, ensuring compliance with established policies and procedures and 

improving the identification of risks that could affect the business strategy and achievement of 

objectives. It complies with Resolution 4,557/17 from the National Monetary Council (CMN). 

The unaudited "Risk Management Report" in compliance with Circular Letter No. 3,678, 

which provides for the disclosure of information related to risk management, is available on 

the site  http://www.br.ccb.com/menu/Institucional/Relacoes-com-Investidores/Governanca-

Corporativa/Gestao-de-Riscos/Relatorios-de-Gerenciamento-de-Risco-109. 

In compliance with CMN Resolution 4,557 / 17, the CRO was appointed and approved by the 

Central Bank, the Risk Committee was redefined in accordance with the resolution and the 

risk management structure was published on the bank's website. 

The Risk Management Policy establishes the principles that guide the institutional strategy to 

control and manage risks in all operations. Administratively, the actions are evaluated in the 

various committees to ensure the adequacy of management, considering the complexity of 

products, the exposure to risk and the risk-return relationship involving all business decisions 

of the Bank. The risk management is in line with the guidelines established by the Brazilian 

Central Bank and covers all the Bank´s subsidiaries. 

The risk management policies of CCB Brasil are designed to support the formulation of risk 

appetite, guide employees and provide procedures to monitor, control, and measure and report 

the risks to the Bank's Executive Board. The involvement of the Senior Management with 

issues of risk management occurs through deliberations of its management bodies, defined 

statutorily as the Board of Directors, Executive Board and the Committees. The Corporate 

Governance structure ensures an effective management of risks. The risk management is 

carried out by the Institution through collegiate decisions, supported by specific committees. 

The Corporate Governance Area comprises, among others, departments directed towards the 

management of market risk, social and environmental risk, credit risk, operational risk and 

liquidity and capital management. These areas support the Risk, Internal Controls, Operational 

and ALM (Assets and Liabilities Management) Committees which analyze and define 

strategies and actions within their area of operations. 

The committees and departments for the management and control of risks support development 

and seek to minimize losses by adopting an integrated centralized outlook, aiming at the 
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automation and creation of a database for the management and modelling of risks, based on 

historical data of losses and evolution of the controls.  

The mitigating controls for risks permit the definition of limits in advance, taking into 

consideration the profile and the strategic and operational aspects of each unit.  

In compliance with Resolution 4,557/17, the bank drafted and published its risk appetite 

statement, in line with its strategic planning, the bank's capacity, the conditions of 

competitiveness, the regulatory environment and limiting the risks and levels of risks that the 

institution is willing to take over. 

The limits to risk consider in ample form the values that the Bank is willing to admit in 

achieving its objectives and is reflected in the philosophy of corporate risk management, which 

in turn influence the culture and manner of operation of the Bank. This tolerance is influenced 

by several factors, including the evaluation of the consistency of risk with corporate strategy. 

Risk management 

The Risk Management Policy of CCB Brasil defines a set of controls, processes, tools, systems 

and reporting standards required for the adequate control and management of risks.  

Market risk management 

The Market Risk Management Department is responsible for maintaining and annually 

updating the Policy and structure of the area. It operates independently of the business and is 

responsible for the monitoring and analysis of market risks arising from trading activities and 

liquidity of the Bank. It is also responsible for ensuring that the levels of risk exposure are 

consistent with the limits adopted by the Financial Committee, as well as monitoring 

appropriate levels of capitalization, consistent with those risks. 

Market Risk can be characterized by some main types of measures: positions (stale positions), 

sensitivity (DV01), stress tests and "Value-at-Risk (including compliance tests and 

validations) and EVE- Economic Value of Equity e NII- Net Interest Income.. 

All risk metrics are continuously monitored in an integrated manner with the objective of 

providing an overview of the risk profile of CCB Brasil. The monitoring and control of the 

positions of the Bank are not limited to the calculation of its fair value, but recognize the 

adequate sensitivity of the Bank's actual exposure to various risk factors. The complementing 

of these measures with other tools of risk control improves the monitoring and analysis of 

exposures. 
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Credit risk management

CCB Brasil has an independent area for managing the Credit Risk, in accordance with best 

governance practices. This area operates independently from the structure of credit approval, 

calculates the ratings of clients based on metrics that consider client behavior in the market, in 

addition to those deriving from the Institution's operations. It, therefore, differs from the 

concepts utilized by the area of credit approval, whose structure is based on thorough analysis 

procedures developed from the expertise the Bank has gained over the years. 

In its process of granting credit, the Bank permanently enhances the methodologies and tools 

used to evaluate the social and environmental variables to mitigate risks associated with a 

client's payment capacity and default of investments. Therefore, the Bank has established 

policies and procedures that enable the suspension of an operation, the anticipation of contract 

payments and the application of penalties.  

In line with the practices of market benchmark, the Bank continues to improve its controls and 

analytical models in compliance with CMN Resolution No. 4557/17 and the Basel agreement. 

Maximum exposure to credit risk: 
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Expected credit loss 

The Bank assesses, on a prospective basis, the expected credit loss associated with financial 

assets measured at amortized cost or at fair value through other comprehensive income, with 

loan commitments and with financial guarantee agreements. The recognition of the provision 

for expected credit losses is made monthly in a contra entry to the Consolidated Statement of 

Operations. 

Regarding financial assets measured at fair value through other comprehensive income, the 

Bank recognizes the provision for losses in the Consolidated Statement of Operations. 

Significant judgments are required in adopting the accounting requirements for measuring the 

expected credit loss, such as: 

• Deadline for evaluating the expected credit loss: the Bank considers the maximum 

contractual period over which it will be exposed to the financial instrument credit risk. 

However, assets without a fixed maturity have their expected life estimated based on the 

period of exposure to credit risk. Furthermore, all contractual terms are considered upon 

determining the expected life, including prepayment and rollover options. 

• Forward-looking information: IFRS 9 requires a weighted and unbiased credit loss 

estimate that considers forecasts of future economic conditions. The Bank uses forward-

looking macroeconomic information and public information with projections prepared 

internally to determine the impact of such estimates in determining the expected credit 

loss. 

• Probability-weighted loss scenarios: the Bank uses weighted scenarios to determine the 

expected credit loss over an appropriate observation horizon. 

• Determination of criteria for significant increase or decrease in credit risk: in each period 

of the Consolidated Financial Statements, the Bank assesses whether the credit risk on a 

financial asset has increased significantly using relative and absolute triggers (indicators) 

by product and country. 

These are considered financial assets with low credit risk and, thus, bonds of national and 

international governments remain in stage 1, according to a study carried out by the Bank. 

Significant increase in credit risk: the Bank evaluates several factors to determine a significant 

credit risk increase, such as the counterparty, type and characteristics of the product and the 

region in which it was contracted, considering at least the following objective criteria: 

- Stage 1 to stage 2: amounts overdue for more than 30 days; 

- Stage 2 for Stage 3: amounts overdue for more than 90 days. 

The approach of this evaluation in CCB Brasil takes into account criteria compatible with IFRS 

9 that also adopts the measures: 
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- the occurrence of a significant increase in the credit risk of the operation in the loc from the 

date of initial recognition to the date of calculation of the expected loss. 

- the change in the risk pattern since the initial recognition; 

- the expected maturity of the financial instrument; 

- other reasonable and endurable information for which an effort is made to obtain it. 

The classification of contracts in stage 1 indicates that such assessments do not identify 

significant increases in risk between the recognition and reporting dates. the classification in 

stage 2 indicates that elements were found that initiate a significant increase in risk. In stage 3 

the assets with objective evidence of losses are classified (default). 

The Bank assesses whether credit risk has increased significantly on an individual or collective 

basis. For collective assessment purposes, financial assets are grouped based on shared credit 

risk characteristics, considering the type of instrument, credit risk ratings, the date of initial 

recognition, the remaining term, area, geographical location of the counterparty and other 

relevant factors. 

Macroeconomic Scenarios: Such information involves inherent risks, market uncertainties and 

other factors that may produce other than expected results, including changes in market 

conditions and in economic policy, recessions or fluctuations in indicators that are different 

from the forecasts. 

The concepts of  IFRS 9, consider a financial reporting standard that mainly addresses the 

classification and impairment of financial assets, whose assumption for the recognition of 

expected loss is based on principles and not only on rules with different measurement methods, 

waiving the occurrence of actual delays and losses, thus anticipating them. 

Thus, it considers the evaluation of the significant increase in the credit risk of the financial 

instrument, considering the following three major aspects:  

i) basic indicator, ii) quantitative factors, and iii) qualitative factors.  

The basic indicator consists in the verification of the delay time of contractual payments. It is 

considered a significant increase in credit risk in a financial asset if contractual payments are 

overdue for more than 30 days, unless the institution has reasonable and supporting 

information without undue costs or efforts that these risks have not actually increased.  

To assess such risk changes, CCB Brasil uses the rating scales to define the quality of the 

portfolio based on the breakdown of the best ratings (lower risk) and to determine the 

“investment grade” or “non-investment grade” ranges as a starting measure for analysis.   
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In practice, the stages follow selective criteria that overlap, such as (i) management's decision 

(ii) delay time; (iii) significant risk increase; (iv) definitions of problematic credits, and (v) 

ratings.  

The Probability of Default (PD) indicates the probability of loss for a certain time horizon (in 

the next 12 months), for exposures belonging to stage 1, or until the final contract expiration 

for exposures classified in stage 2 maturing in over a year, providing a probabilistic estimate 

of a customer not fulfilling his/her obligations. The probabilities of default are associated with 

scales or rating levels that may vary. Thus, the comparison of PD’s may indicate significant 

increases in the credit risk for the operations.  

CCB Brasil adopted the practice of calculating the 12-month PD as an indicator of credit risk, 

which is a well-established practice within the local and international financial industry. 

International and domestic rating agencies generally represent the credit risk of a counterparty 

associating a probability of default for a fixed assessment horizon, and the 12-month horizon 

is commonly used for estimating occurrences of credit losses in corporate and retail loans. 

PD lifetime is the estimated probability of default for the remaining validity period, or maturity 

of the operation, if it is over (or less than) one year. PD lifetime is mainly used to calculate the 

expected credit loss of exposures classified in stage 2 after the forward-looking adjustments 

described below.  

The Loss Given Default (LGD) indicates the actual loss of the customer. At Bank, this is a 

data estimated by means of statistical modeling and considers the historical recovery behavior 

of loans written-off as losses in the retroactive period of five years in number of contracts by 

sufficiently significant type for the consistency of the statistical study, both for the Retail and 

the Corporate portfolio.  

The Exposure at Default (EAD) can be defined as the gross amount of a debtor's default 

exposure, including principal and interest repayment under the contract, as well as the 

reasonable expectation of future payment of the underlying debt, represented by the cash flow 

of the operation.  

Calculation of Impairment or Expected Credit Loss (ECL). In Bank, the expected loss is finally 

calculated based on the following equation:  ECL = EAD x PD x LGD. 

Sensitivity analysis - ECL forward looking 

We have included the scenario-based macroeconomic analysis because it presents a forward-

looking view because of its variety of possible scenarios. The objective of estimating expected 

credit losses does not mean estimating a worse or better scenario, but calculating that the credit 

loss occurs within the most probable scenario. Understanding credit loss by incorporating the 

probability that a scenario occurs using weighted probability, even if the probability is low, 

can help to inform the probability of incurring losses. 
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The increased complexity of the ECL approach, as well as the longer time horizons on which 

credit losses are modeled, increases the effort required to estimate credit loss subsidies and 

their potential volatility. 

It should be noted that the expected 12-month credit losses used for regulatory purposes are 

normally based on the probability of default 'through the cycle' (ie the probability of default 

on cyclical-neutral economic conditions). In turn, the PD used for IFRS 9 should be 'point in 

time' (ie the probability of default under current economic conditions) and contain no 

adjustments. This can lead to some inaccuracy when measuring past loss and projecting it into 

the future. However, regulatory PDs may be a good starting point, it being known in advance 

that PD estimates will change as an entity moves through the business cycle. In normative 

models, as the PD is calculated by the cycle, the estimates are less sensitive to changes in 

economic conditions. Therefore, regulatory PDs reflect long-term trends in PD behavior. As a 

consequence, during a more recessionary economic cycle, the Default Probabilities under 

IFRS9 will be higher than the Regulatory Default Probabilities. In addition, when using the 

PD through the cycle the responses over time may not vary significantly between origination 

and reporting dates because PD reflects the long-term average default rate. 

Scenario-based analysis incorporates forward-looking information using various 

macroeconomic scenarios. The table below shows three scenarios and the estimate of expected 

credit losses. In assessing the impact of portfolio credit losses against shocks on key 

macroeconomic indicators (eg unemployment and GDP), each scenario implies a different path 

for credit losses. These losses were aggregated by estimating the probability of occurrence of 

each scenario. Adjustments to prospective scenarios (Forward Looking Adjustments) by 

macroeconomic variables were considered to ensure that the estimated loss of credit meets the 

required prospective requirements. 
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The prospective adjustment is based on predictive information provided by a developed model, 

considering macroeconomic data, shock processes and scenario design in three confidence 

levels: i) negative or pessimistic bias (25%), ii) neutral (50%), and iii) positive or optimistic 

(25%) that are, after all, inputs from CCB Brazil's ECL calculation system and characterize 

the neutral scenario. On the other hand, the pessimistic scenario considers that only the 

macroeconomic variables of the pessimistic scenario will act. The optimist, that only the 

variables of the optimistic scenario will be present. 

Macroeconomic variables of wide disclosure in the financial market are used, which better 

adjust to the variation and dynamics of default rates. The projections of these indices and their 
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probability of occurrence are taken from the Market Focus report of the Central Bank of Brazil, 

as well as from economists and specialized consultants hired by the institution. 

Liquidity risk management 

The Bank's Liquidity Risk management is to measure, evaluate and control the bank's ability 

to honor its financial commitments through mathematical estimates and modeling of its own 

base of operations. These models have complementary characteristics and are described below: 

I. Backward Looking: historical analysis of movements, repurchases, customer 

operations renewals to estimate the potential of cash insufficiency to honor the bank´s 

commitments. 

II. Forward Looking: analysis of the projected portfolio, considering budget scenarios and 

expected portfolio growth. 

The results of the liquidity calculations carried out over the next three years, following these 

models, demonstrate that the Institution has and will have sufficient resources to meet its 

obligations and present a position with a large margin of safety in the short and long term. 

CCB Brasil has an area for managing liquidity risk for the identification, monitoring and 

control of events that may impact the bank's liquidity both in the short term and in the long 

term. 

Liquidity risk management provides: 

I. Elaboration of cash flow for evaluation and monitoring of liquidity in the short and 

long term. 

II. Statistical models to estimate unforeseen cash flow outflows such as CDB redemption 

anticipation, derivative adjustments payments and additional collateral deposits at B3. 

III. Stress testing to monitor financial health in adverse liquidity scenarios. 

Events that indicate an inadequate liquidity capacity for the institution's future obligations are 

reported to the Treasury Committee, semiannually, for corrective and preventive action. 

Assets and liabilities according to the remaining contractual maturities, considering their 

undiscounted flows, are presented below: 

Undiscounted Future Flows 
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The above information was prepared based on the nominal maturities of CCB Brasil's financial 

assets and liabilities, however, the Conglomerate has bonds and securities classified in the 

Financial Assets category at fair value through other comprehensive income in the amount of 

R$ 4,720,291, whose maturity is greater than one year, which represent highly liquid 

investments in government bonds issued by the National Treasury. In addition, part of the 

financial liabilities are loans made to the parent company in China in the total amount of R$ 

3,812,733, with a maturity of less than one year, which have been systematically renewed. 

Sensitivity analysis 

The sensitivity analysis shows the impact that a change in a certain risk factor has on the 

institution's portfolio. The sensibility analyses are a particularly important metric to manage 

the institution's market risk, since small changes in risk factors may lead to significant 

losses/gains if we take into account all portfolios. 

The Institution has conducted a sensitivity analysis using the scenario of 10% for foreign 

exchange appreciations or depreciation, interest rates and shares (Scenario I), 25% (Scenario 
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II) and 50% (Scenario III). It is necessary to disclose the demonstrative table of sensitivity 

analysis for each type of relevant market risk arising from financial instruments that expose 

the Institution on the closing date for each period. For its preparation, we identified the types 

of risks that could generate material losses, including transactions with derivative financial 

instruments in a more probable scenario, as well as two (2) scenarios that could generate 

adverse results for the Institution. In the definition of the scenarios, the situation considered 

probable by management had as reference an independent external source: B3 S.A. - Brasil, 

Bolsa, Balcão and a situation, with depreciation or appreciation of 25% and 50% in the risk 

variable was considered. 

We present in the sensitivity analysis table the set of operations involving financial instruments 

recorded in equity accounts that CCB Brasil has with the purpose of managing its exposure to 

market risks and that aims to protect it, especially in periods of historical records. This 

valuation is systematically carried out by the risk management area and evaluated by the 

Treasury Committee, which gathers to define a set of scenarios in a crisis environment. A 

scenario, in this context, is regarded as a certain combination of prices and interest rates. The 

preparation of the table followed the procedure below: 

(i) In each scenario, the amounts of the trading portfolio (Trading Book) and the structural 

transactions from several of the Institution's business lines and their respective hedges 

(Banking Book) were calculated; 

(ii) For each one of the risk factors, we chose the calculation that incurred in the highest 

loss and, based on it, applied the defined increase or decrease; 

(iii) Finally, we obtained the losses, corresponding to the related hypothetical scenario. 

The following scenarios do not necessarily reflect the market risk management of the 

Institution neither is it associated with the accounting practices. The stress models may 

represent extreme situations that are distant from a day-to-day situation. 

Below is the summary of the premises for each one of the scenarios. 

It was chosen for each portfolio the trend (increase or decrease) that maximizes loss for each 

risk factor. The parallel dislocations of the curve were maintained, that is, a dislocation of + 

1,000 basis means that in all future curves there was a 10% increase to the current rates. 

For each scenario, the expected loss of the portfolio in relation to the marked-to-market 

position was measured.  

Scenarios are described as follow 

Scenario 1: Lower oscillation situation. Assumptions used: Parallel shock of 10% in risk 
variables, based on market conditions seen on December 31, 2019, and considering the most 
significant losses from risk factor, not including the relationship dynamics between the 
macroeconomic variables. 
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Scenario 2: Potential situation. Assumptions used: Parallel shock of 25% in risk variables, 
based on market conditions seen on December 31, 2019, and considering the most significant 
losses from risk factor, not including the relationship dynamics between the macroeconomic 
variables. 

Scenario 3: Potential situation. Assumptions used: Parallel shock of 50% in risk variables, 

based on market conditions seen on December 31, 2019, and considering the most significant 

losses from risk factor, not including the relationship dynamics between the macroeconomic 

variables. 

Once CCB Global is a signatory of the Paul Volcker Law and does not operate in a Trading 

portfolio in the subsidiary CCB Brasil, the scenarios for December 2019 are only adopted for  

the Banking Portfolio and shown in the table below, which also reflects deterioration of the 

macroeconomic expectations in the sense that maximizes the loss for each risk factor of this 

portfolio. For this, interest rates (pre) rise sharply (10%, 25%, and, 50%); there is a substantial 

parallel shift of exchange coupon curves, the exchange rate increases, the Brazilian stock 

market falls, and inflation has considerably high, which is reflected in indexed indicators and 

contracts. 

The risk factors are presented as follows: 

- Includes all the products that have price variations pegged to dollar variations and interest 

rates in dollars. 

- Fixed rate in real – Includes all products that have price variations pegged to dollar variations 

and interest rates in Real. 

- Shares and Indices – Comprises the shares and indices of stock exchanges, shares and options 

pegged to share indices. 

- Inflation – Refers to all products that have price variations pegged to inflation coupon 

variations and inflation rates. 

For calculation purposes, we adopted as premise a 99% confidence interval to calculate VaR 

and a time frame of 10 days to leave this position.

The sensitivity analysis Table has limitations and the economic impact on a potential 

fluctuation in interest rates might not represent necessarily a profit or a material accounting 

loss for the institution. The specific combination of prices which determine each scenario is an 

arbitrary decision, though possible. The signs of historical correlations between the assets were 

not necessarily respected and the scenarios chosen were analyzed according to a past time 

frame. 

The accounting of the "Banking" Portfolio instruments, at a large extent, is made by the 

contract curve, which is different from the derivative financial instruments in the "Trading" 
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Portfolio that are subject to fluctuations in the respective accounting record due to mark-to-

market. 

The results presented in the chart referring to the banking portfolio may, at first glance, give 

the impression of high sensitivity to volatility. For a better analysis of results obtained in this 

portfolio, the management chart below - which includes derivatives, assets and others - 

indicates the mismatching of the Institution's operations. It shows that there is substantial 

mismatching of prefixed positions, which would produce a negative impact on results, if there 

were an increase in interest rates.  Nevertheless, the sensitivity chart presented does not 

consider correlations between and among the different risk factors. This means that the 

analysis disregards the correlation between the prefixed and CDI factors, that is, losses of 

prefixed rates are not offset by gains in CDI. 

Likewise, in the sensitivity chart, interest rates and foreign exchange were considered 

unrelated.  The limitations of the analysis of scenarios also involve the marking to market of 

all positions, which contradicts the Institution's determination in taking operations (especially 

foreign currency funding operations) to maturity, which may lead readers to make a mistake 

in judging that the losses presented in the scenarios will materialize, even if the oscillations 

provided for in the risk factors are verified. 

Basel agreement 

The table below shows the calculation of the minimum reference equity required for risk-

weighted assets (RWA), which attained 8.0% plus the additional principal capital of 2.5%, 

(totaling 10.50%), comparing the years of December 31, 2019 and December 31, 2018. 
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38. Subsequent events 

The management of the Bank has been following the evolution of COVID-19, as well as the 

impacts on the markets, especially the slowdown in the global economy.  Up to the time of the 

disclosure of the financial statements, there were no significant measurable impacts related to 

the quality of loans to customers, nor in the Institution's liquidity indicators, nor were there 

any discontinuities in the services provided.  Although it is not possible to predict, at this 

moment, the extent, severity and duration of the impacts, there is no evidence that this situation 

will change the business structure. 
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