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BANK OF CHINA (MACAU) LIMITED
BANK BACKGROUND
I. History of development

Bank of China (“BOC”) is the bank with the longest
continuous operation among Chinese banks. As China’s
most globalised and integrated bank, BOC has institutions
across the Chinese mainland as well as 62 countries and
regions. 2

BOC Macau Branch, established by the patriotic
businessman Mr. Zhuang Shiping on 21 June 1950 and
formerly known as “Nam Tung Bank” in Macau, formally
renamed as Bank of China Macau Branch (“BOC Macau
Branch”) on 1 January 1987 and became the 9th overseas
branch of BOC. BOC under the support of all sectors of
society and citizens for seven decades sets forth the mission
of “Rooted in Macau, Steadfast in Serving”. Evolving as a
mainstream and market-leading bank that serves Macau
society, BOC plays an active role in maintaining Macau’s
economic and social prosperity and stability, supporting the
Macau Special Administrative Region, the People’s Republic
of China (“Macau SAR”) government in law-based
governance, promoting Macau’s deeper integration into the
overall development of the country, and ensuring the steady
and sustained implementation of the “one country, two
systems” with Macau’s characteristics.

In order to better serve all sectors of Macau society, BOC-
backed Bank of China (Macau) Limited (“BOC (Macau)” or
“the Bank”) officially started business on 21 November
2022, with the full support of the Macau SAR government,
and this marks that BOC has formed a new dual-license
operation pattern of ‘branch + subsidiary’ in Macau.

I1. Bank background

Guided by the customer-centric philosophy, BOC (Macau)
cooperates with BOC Macau Branch in an all-round way,
complementing each other’s strengths, and fully exploiting
the synergy of BOC in Macau. This enables BOC (Macau)
and BOC Macau Branch to leverage the advantages of
globalisation and integration of BOC Group to take the lead
in providing modern financial and digital services in Macau.
In this way, they can provide broader and more specialised
financial products and services of higher-quality to the
Macau community and citizens. At the state level, they boost
the building of the “dual circulation” development pattern
and play a greater role in supporting the government in law-
based governance, accelerating the development of modern
finance, and promoting diversified economic
transformation.

CHBISRAT IR AR AR 2021 EEERE (A )

2 Source: 2021 Annual Report of Bank of China Limited (A-Share)
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BANK OF CHINA (MACAU) LIMITED
SUMMARY OF 2022 BUSINESS REPORT
Economic, financial and regulatory environment:

In 2022, under the influence of multiple unfavourable
factors such as the outbreaks of pandemic, geopolitical
conflicts and the US-China strategic rivalry, Macau
experienced the most difficult period since its return to the
motherland. Internationally, the external development
environment continued to deteriorate, resulting in sharp
volatility in global financial markets. Domestically,
economic development entered a period of adjustment, with
strong overall development resilience. The fundamentals of
the economy remained unchanged. In Macau, the local
mainstream industries were hit hard by the outbreaks of
pandemic, and MSMEs were experiencing difficulties in
their operations. The SAR government maintained the basic
stability of people’s livelihood through various relief
measures such as electronic consumption vouchers,
subsidised interest schemes for corporate bank loans, and
interest only repayment.

Prospects of the Bank:

Looking ahead to the year of 2023, China’s economy is
expected to generally rebound under the support of national
policies, despite the complex situation of geopolitical
conflicts, the divergence of monetary policies of various
countries, and the further rise of the trend of de-
globalisation, With the easing of the pandemic, Macau’s
overall economy has improved. On the one hand, the early
relief measures taken by the SAR government have helped
to maintain stability in the social and economic sectors as
well as among market players, thereby laying a solid
foundation for Macau’s economic recovery and
development. The SAR government’s vigorous promotion of
the “1+4” moderately diversified development strategy will
accelerate the investment attraction in emerging industries,
thus providing support for economic development and
talent introduction. At the same time, Macau’s gaming and
integrated tourism industry is steadily recovering, further
driving the recovery and development of surrounding
industries and SMEs. On the other hand, Macau is exploring
more development potential with the advancement of the
strategic planning of the Guangdong-Hong Kong-Macau
Greater Bay Area and Guangdong-Macau In-Depth
Cooperation Zone in Henggqin.

As an important force in the economic and social
development of Macau, BOC (Macau) will adhere to the
concept of “Rooted in Macau, Steadfast in Serving”, and
shoulder the responsibility as a mainstream bank to help
moderately diversify the Macau economy.
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BANK OF CHINA (MACAU) LIMITED
SOCIAL RESPONSIBILITY

BOC (Macau) takes the initiative to assume social
responsibility. In supporting the Macau SAR government in
law-based governance, BOC (Macau) actively provides the
public with higher quality, safer and more diversified
financial services, and advocates Macau’s education,
culture, sports, charity and other undertakings, thus helping
the SAR to build a new development pattern of moderate
economic diversification and dual circulation of services.

Deliver better experience in financial services. The
Bank is committed to providing the public with higher
quality, safer and more diversified financial services. As at
the end of 2022, more than 560 thousand customers had
used our mobile banking, whose functions are continuously
being optimised and enriched, and the monthly activity rate
maintains a leading position in the market. We have
initiated product innovation, firmly grasped the opportunity
of the two-way opening-up of capital markets, and launched
the “Cross-boundary Wealth Management Connect” service,
which is an innovation in the market, have a market-leading
performance and is well-received by customers. To meet the
demand for financial services of the public, innovative
products such as “Local Property Re-mortage Financial
Plan” and stock financing have been put on the market,
allowing customers to realise asset preservation and
appreciation.

Stand together with citizens to overcome the
pandemic. The Bank fully supported the SAR government
in its efforts to combat the pandemic and relief work before
and after the outbreaks. The Bank coordinated with peers
and customers, and strengthened its operational
management of nearly 400 ATMs across Macau, ensuring
the supply of local currency notes in the market. At the time,
the Bank input more resources and monitored the system
more closely to ensure the stable and secure operation of
electronic channel systems, guaranteeing the supply of
financial services for people’s livelihood. Also, the Bank fully
supported the electronic consumption voucher scheme of
the SAR government and launched various series of relief
measures such as extending the repayment period of
mortage loans to support the stability of tens of thousands
of local households in Macau to overcome the difficulties
together.
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BANK OF CHINA (MACAU) LIMITED
SOCIAL RESPONSIBILITY (CONTINUED)

Support the development of public welfare and
cultural wundertakings. The Bank supports the
development of charitable projects in Macau, joining hands
with the Macau Federation of Neighborhood Associations,
the Macau Federation of Trade Unions, the Women’s
General Association of Macau and other organisations to
carry out various charity events to bring warmth to all
sectors of society. In support of education development, the
Bank cooperates with the Charity Fund From the Readers of
Macau Daily News to launch the “Performance
Improvement Scholarship Programme” and sets up the
“BOC Scholarship” in various schools and universities to
help cultivate talented youths in Macau. The Bank also
supports cultural development, and participates in large-
scale events such as the National Security and Education
Exhibition, National Arts Troupes Season in Macau, and the
storytelling film “Macao: Back to Common Roots Narrative
Film”, contributing to the development of public
undertakings.
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BANK OF CHINA (MACAU) LIMITED
REPORT OF THE BOARD OF DIRECTORS

The Board of Directors are pleased to present their report
together with the audited financial statements of Bank of
China (Macau) Limited (“the Bank”) for the year ended 31
December 2022.

Principal activities

The Bank offers a full range of banking and financial
services.

Directors, Supervisors and senior management

The Directors, Supervisors and senior management of the
Bank during the year and up to the date of this report are:

Board of Directors

Chairman: Mr. Li Ruigiang
Directors: Mr. Li Guang
Mr. Geng Wei
Mr. Wu Bin
Mr. Chan Hio Peng
Mr. Yang Hao
Mr. Ieong Chi Kuong
Mr. Chan Weng Tat
Mr. Xu Zhiyu
Ms. Lam I Leng

Board of Supervisors

Chairman: Mr. Ip Sio Kai
Supervisors: Ms. Iong Weng Ian
Mr. Au Va On

Senior Management

Chief Executive: Mr. Chan Hio Peng
Deputy Chief Mr. Yang Hao
Executives: Mr. Ieong Chi Kuong

Mr. Chan Weng Tat
Ms. Lam I Leng

Corporate governance

The Board of Directors has established four select
committees, namely the Strategic Development Committee,
the Nomination and Remuneration Committee, the Audit
Committee and the Risk Management Committee, to assist
the Board of Directors in fulfilling its responsibilities. The
four select committees are introduced as follows:
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BANK OF CHINA (MACAU) LIMITED

REPORT OF THE BOARD OF DIRECTORS
(CONTINUED)

Corporate governance (Continued)
I. Strategic Development Committee

The Committee is currently composed of six members. Its
main responsibilities include:

1. Review and formulate the Bank’s strategic plan for
business development, prepare the basic management
system, make recommendations to the Board of Directors,
and supervise the implementation and achievement of the
Bank’s strategy;

2. Review the Bank’s annual budget, strategic capital
allocation (capital structure, capital adequacy ratio and risk-
return balance policy), asset and liability management
objectives, information technology development and other
specific  strategic development plans, and make
recommendations to the Board of Directors;

3. Responsible for the design and formulation of the Bank’s
major investment and financing plans and merger and
acquisition plans. Deliberate on major restructuring and
adjustment plans of the Bank and make recommendations
to the Board of Directors.

II. Nomination and Remuneration Committee

The Committee is currently composed of three members. Its
main responsibilities include:

1. Assist the Board in reviewing the Bank’s Human
Resources Strategy and Remuneration Strategy and oversee
their implementation;

2. Conduct an annual review of the structure, size and
composition of the Board of Directors and make
recommendations to the Board on the size and composition
of the Board;

3. Review the selection criteria, nomination and
appointment procedures of relevant directors and members
of the select committees of the Board of Directors and senior
management, and fulfil their nomination, review and
control duties;

4. Identify persons with suitable qualifications to serve as
Directors and make recommendations to the Board of
Directors accordingly;

5. Review and monitor the Bank’s compensation and
incentive policies;

6. Formulate standards for the appraisal of senior
management of the Bank and evaluate the performance of
Directors and senior management members.
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BANK OF CHINA (MACAU) LIMITED

REPORT OF THE BOARD OF DIRECTORS
(CONTINUED)

II1. Audit Committee

The Committee is currently composed of three members. Its
main responsibilities include:

1. Review financial statements prepared by senior
management, significant accounting policies and
regulations;

2. Review the external auditor’s audit opinion on financial
statements, review the annual audit plan and management
recommendations;

3. Approve internal audit charter, plan, annual audit focus,
annual inspection plan and budget;

4. Evaluate the performance and quality of external auditors
and internal auditors, monitor their independence and
compliance;

5. Propose the appointment, renewal and related audit
expenses of external auditors;

6. Supervise the internal controls of the Bank, review major
deficiencies in the design and implementation of internal
controls by senior management, and review fraud cases;

7. Review the employee reporting system and supervise the
Bank’s impartial investigation and appropriate handling of
employee reporting matters.

IV. Risk Management Committee

The Committee is currently composed of three members. Its
main responsibilities include:

1. Perform comprehensive risk management;

2. Review the risk management strategy and make
recommendations to the Board of Directors on the Bank’s
overall risk appetite and risk strategy. Check the Bank’s
procedures and criteria for risk authorisation and
recommend approval to the Board of Directors;

3. Review the Bank’s significant risk activities and exercise
the proper and reasonable veto right over transactions that
may expose the Bank to debt and/or market risk that
exceeds the risk limit of individual transactions approved by
the Risk Management Committee or the Board of Directors
or that result in exceeding the approved risk limit of the
cumulative transactions;
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BANK OF CHINA (MACAU) LIMITED

REPORT OF THE BOARD OF DIRECTORS
(CONTINUED)

IV. Risk Management Committee (Continued)

4. Monitor the implementation of the Bank’s risk
management strategies, policies and procedures and make
recommendations to the Board of Directors;

5. Review the risk management status of the Bank, conduct
regular assessments of the performance of risk management
and internal control responsibilities by the Bank’s senior
management, functional departments and institutions, and
regularly listen to reports from the above departments, and
put forward improvement requirements.

Results and distribution

The results of the Bank for the year ended 31 December
2022 are set out in the statement of profit and loss on page
13to 14

The Board of Directors recommended that no dividend be
paid in the current year, taking into account the actual
operating needs of the Bank.

Reserves

Details of the movements in reserves of the Bank are set out
in the statement of changes in equity on page 18 to 19.

Fixed assets

Details of the Bank’s fixed assets, offices and equipment are
set out in Note 24 on page 139 to 140.
Auditors

have been

These financial statements audited by

PricewaterhouseCoopers.

On behalf of the Board of Directors

Chairman
Mr. Li Ruigiang

23 March 2023, Macau
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BANK OF CHINA (MACAU) LIMITED

OPINION OF THE BOARD OF
SUPERVISORS

In accordance with the laws of Macau and the
Articles of Association of Bank of China
(Macau) Limited, the Board of Supervisors
shall monitor the operation and management
of the Bank and express its opinion on the
annual accounts, the Report of the Board of
Directors and proposal for the use of surplus
submitted by the Board of Directors.

During 2022, the Board of Supervisors
performed its duties of supervision over the
Bank, and reviewed the Auditor’s Report
issued on 23 March 2023, following the audit
of the annual accounts by
PricewaterhouseCoopers. In our opinion, the
financial statements give a true and fair view
of the financial position of Bank of China
(Macau) Limited as at 31 December 2022, and
of its operating results and cash flows for the
year then ended in accordance with the
Financial Reporting Standards of Macau
Special Administrative Region, the People’s
Republic of China (“Macau SAR”).

Based on the results of the above review, the
Board of Supervisors is of the opinion that the
annual accounts, the Report of the Board of
Directors and the proposal for the use of
surplus submitted by the Board of Directors
are eligible for approval at the general
meeting.

Chairman of the Board of Supervisors
Mr. Ip Sio Kai

23 March 2023, Macau



BrE IR G

BH BT (RF) RBERAF MK
*:

RSP TRE M8 22 AR A PR 22 7))

Pt TRNERES 13 HE5 149 HIT
BISRAT GEFTD et 7 R 2 =) 10 0 35 4 R
Rl -F D FE T A=t HAEAR
®, UAREBEZHIEERREEER. G
iR, HEREEHRMBERER, DAHEE
AT B R A A RS S

EFENUBRRNELE

T A AL PR AT B 2 (R
Q) TN SR F R, WH I
A 25y A%y {8 B 5 S8 R 1) g SR AN A7 S B B
B ok SR KB 9T A 7 AN A )
Ho

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF BANK OF
CHINA (MACAU) LIMITED

(incorporated in Macao with limited liability
by shares)

We have audited the financial statements of
Bank of China (Macau) Limited set out on
pages 13 to 149, which comprise the balance
sheet as at 31 December 2022, and the
statement of profit and loss, the
comprehensive income statement, the
statement of changes in equity and the cash
flow statement for the year then ended, and a
summary of significant accounting policies
and other explanatory information

the

Directors’ Responsibility for

Financial Statements

Directors are responsible for the preparation
of financial statements that give a true and fair
view in accordance with Financial Reporting
Standards issued by the Government of the
Macao Special Administrative Region, and for
such internal control as directors determine is
necessary to enable the preparation of
financial statements that are free from
material misstatement, whether due to fraud
or error.

10
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF BANK OF
CHINA (MACAU) LIMITED
(CONTINUED)

(incorporated in Macao with limited liability
by shares)

Auditor’s Responsibility

Our responsibility is to express an opinion on
these financial statements based on our audit
and to report our opinion solely to you, as a
body, and for no other purpose. We do not
assume responsibility towards or accept
liability to any other person for the contents of
this report. We conducted our audit in
accordance with Auditing Standards issued by
the Professional Committee of Accountants of
the Government of the Macao Special
Administrative Region. Those standards
require that we comply with ethical
requirements and plan and perform the audit
to obtain reasonable assurance about whether
the financial statements are free from material
misstatement.

An audit involves performing procedures to
obtain audit evidence about the amounts and
disclosures in the financial statements. The
procedures selected depend on the auditor’s
judgment, including the assessment of the
risks of material misstatement of the financial
statements, whether due to fraud or error. In
making those risk assessments, the auditor
considers internal control relevant to the
preparation of financial statements that give a
true and fair view in order to design audit
procedures that are appropriate in the
circumstances, but not for the purpose of
expressing an opinion on the effectiveness of
the internal control. An audit also includes
evaluating the appropriateness of accounting
policies used and the reasonableness of
accounting estimates made by directors, as
well as evaluating the overall presentation of
the financial statements.

11
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF BANK OF
CHINA (MACAU) LIMITED
(CONTINUED)

(incorporated in Macao with limited liability
by shares)

Auditor’s Responsibility (Continued)

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

Opinion

In our opinion, the financial statements give a
true and fair view of the financial position of
Bank of China (Macau) Limited as at 31
December 2022, and of its financial
performance and cash flows for the year then
ended in accordance with Financial Reporting
Standards issued by the Government of the
Macao Special Administrative Region.

Ng Wai Ying
Certified Public Accountant
PricewaterhouseCoopers

Macao, 23 March 2023
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mEXH

STATEMENT OF PROFIT AND LOSS
FOR THE YEAR ENDED 31 DECEMBER 2022

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission
income

Net trading (loss)/gain

Dividend income from
equity investments

Gain on trading of financial
investments

Other income - net

Operating income

Employee benefits

Depreciation and
amortisation

General administrative and
operating expenses

Net provision for
impairment losses on loans
and other assets

Operating expenses

FeE
Note

11

24,25

12

13

BANK OF CHINA (MACAU) LIMITED

2022 2021
T T
MOP’000 MOP’000
15,722,187 14,032,731
(9,394,081) (6,539,696)
6,328,106 7,493,035
1,918,361 3,021,489
(416,742) (471,830)
1,501,619 2,549,659
(14,053) 297,702

36 36

435 221,706
50,531 50,234
36,949 569,678
7,866,674 10,612,372
(1,571,026) (1,899,809)
(176,836) (259,276)
(621,590) (716,425)
(126,512) (900,168)
(2,495,964) (3,775,678)

13



FEBERIT (M) BRMAERAF BANK OF CHINA (MACAU) LIMITED

HEREGHE) STATEMENT OF PROFIT AND LOSS (CONTINUED)
BE_F__HF+-_A=1+—HItEE FOR THE YEAR ENDED 31 DECEMBER 2022

2022 2021

B T T[T

Note MOP’000 MOP’000

KBFIE Operating profit 5,370,710 6,836,694

i /NEE 2§ Income from investments in

an associate (21,252) 680

ARETFE Profit before taxation 5,349,458 6,837,374

FiIH Taxation 14(2) (618,837) (813,980)

A 4F B ) Profit for the year 4,730,621 6,023,394

At A ) B YE G BT AE 2(a)

Note: Please refer to Note 2(a) for the basis of preparation.

5 22 & 149 H I RE B A B RE MR-

The notes on pages 22 to 149 are an integral part of these financial statements.
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BANK OF CHINA (MACAU) LIMITED

COMPREHENSIVE INCOME STATEMENT

Profit for the year

Items that may be reclassified
subsequently to statement of

profit and loss:

Debt instruments at fair value
through other comprehensive

income:

Changes in fair value

Changes in impairment

allowances
Deferred tax

Available-for-sale securities:
Changes in fair value

Deferred tax

Share of other comprehensive
income of the investee
accounted for using equity

method

Other comprehensive losses
for the year, net of tax

Total comprehensive income

for the year

At A ) K YR 5 BT AE 2(a)

Note: Please refer to Note 2(a) for the basis of preparation.

5 22 & 149 H I RE B A B RE MR-

FOR THE YEAR ENDED 31 DECEMBER 2022

2022 2021
T[T T T
MOP’000 MOP’000
4,730,621 6,023,394
ANTEH )
(3,758,536) Not applicable
ANTEH )
145,062  Not applicable
ANTEH )
436,623  Not applicable
ANTEH )
(3,176,851) Not applicable
ANTEH /
Not applicable (1,584,169)
ANTEH /
Not applicable 190,100
ANTEH /
Not applicable (1,394,069)
(838) (2,492)
(3,177,689) (1,396,561)
1,552,932 4,626,833

The notes on pages 22 to 149 are an integral part of these financial statements.
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BANK OF CHINA (MACAU) LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2022
PEE 2022 2021
Note TP T 7T
MOP’000 MOP’000
(& HEA)
(Restated)
ASSETS
Cash and deposits with
banks 15 64,916,046 216,296,074
Deposits with Monetary
Authority of Macau 16 4,089,477 11,870,883
Placements with banks 17 - 266,372,585
Financial investments 18 2,061 92,289,156
Derivative financial
instruments 19 1,038,208 2,483,539
Macau SAR certificates of
indebtedness 20 - 11,441,182
Loans and advances 21 145,601,340 438,202,106
Investment in an associate 22 - 79,208
Other investments 23 - 1
Properties and equipment 24 - 705,632
Investment properties 25 - 63,265
Intangible assets 24 - 46,499
Other assets 26 2,337,610 6,657,334
Deferred tax assets 14(c) 1,288 -
TOTAL ASSETS 217,086,030 1,046,507,464
Liabilities
Macau SAR currency notes
in circulation - 11,302,695
20
Deposits from banks 27 30,696,177 402,401,045
Derivative financial
instruments 19 875,040 2,557,324
Deposits from customers 28 170,614,449 505,244,685
Certificates of deposit issued - 79,585,530
Debt securities issued 29 - 30,554,051
Other liabilities 30 2,563,276 6,755,148
Deferred tax liabilities 14(c) - 27,589
Tax provision 14(b) 29,512 813,399
204,778,454 1,027,938,771
204,778,454 1,039,241,466

At A ) B YE G BT AE 2(a)

Note:

Please refer to Note 2(a) for the basis of preparation.

5 22 & 149 H I RE B A B RE MR-

The notes on pages 22 to 149 are an integral part of these financial statements.
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FEBERIT (M) BRMAERAF BANK OF CHINA (MACAU) LIMITED

BEAEEGE) BALANCE SHEET (CONTINUED)
R-F-Z_HF+-HA=1+—H AS AT 31 DECEMBER 2022
N 2022 2021
Note T T o
MOP’000 MOP’000
(& E51)
(Restated)
B HRAERS /B EB & RM##  Shareholders’
& equity/Operating fund
and reserves
WA 8 8 4 Share capital/Operating fund 13,000,000 1,032,600
KAOBL(HER) /R Undistributed
(losses)/profits (459,660) 6,023,394
ER R4 Revaluation reserve - 212,496
— R B e General regulatory reserve 667,236 -
FoAthfa 5 Other reserves - (2,492)
13,207,576 7,265,998

B, BN /B EES  Total liabilities,
KAt &4 shareholders’
equity/operating fund
and reserves 217,086,030

1,046,507,464

At A i) K YR 5 BB AE 2(a)

Note: Please refer to Note 2(a) for the basis of preparation.

FITEF G 2023 4 3 H 23 HIZAEILFF T #H .
Approved for issue by the Board of Directors of the Bank on 23 March 2023.

2 B 7 I~

Li Ruigiang Chan Hio Peng
HHE A

Chairman Chief Executive

5 22 & 149 H I RE B A B RE MR-

The notes on pages 22 to 149 are an integral part of these financial statements.
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FEISRIT GRFY) BABERAR

LB R

BANK OF CHINA (MACAU) LIMITED

STATEMENT OF CHANGES IN EQUITY

B2-F_—"F+-HA=+—HIEE FORTHE YEAR ENDED 31 DECEMBER 2022

#2021 %12 A 31 H
ER IR SRR

ERTEGRE - R AT (M Es

By 22 H) (e 2.2(b)

ST B B

R 202241 A1 H (FEAIGED

AR
fafi s /T4 B
SR
BIEG /A AL HoARGH S B ARy FLFE G
Reserve for
changes in
fair value/
Revaluation
reserve for
Operating available-for-
fund/Share sale financial Regulatory Undistributed
capital assets Other reserves reserve profits Total
T T T T T T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
As at 31 December 2021
Impact of changes in recapitalisation of BN
the operation 1,032,600 212,496 (2,492) Not applicable 6,023,394 7,265,998
Changes in accounting policies - Changes
arising from the adoption of the new
Financial Reporting Standards
(Note 2.2(b)) - 108,499 - - 1,004,821 1,113,320
Setup of regulatory reserve - - - 1,968,846 (1,968,846) -
Restatement of balance as at 1 January
2022 1,032,600 320,995 (2,492) 1,968,846 5,059,369 8,379,318
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FEISRIT GRFY) BABERAR
ML BEIR(H)

BE-_F-"HF+-A=+—HILEE

BANK OF CHINA (MACAU) LIMITED

STATEMENT OF CHANGES IN EQUITY (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

A RMEEEED)
fit i /vy it h
SR
IR G/ A AL HoARGH S B A5 B H
Reserve for
changes in
fair value/
Revaluation
reserve for
Operating available-for-
fund/Share sale financial Regulatory Undistributed
capital assets Other reserves reserve profits Total
TPt TPt TPt TPt TPt TPt
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
R 202241 A1 H (FEAIGED Restatement of balance as at 1 January
2022 1,032,600 320,995 (2,492) 1,968,846 5,059,369 8,379,318
BEYNIPZN - Contribution to share capital 13,000,000 - - - - 13,000,000
- AR RE I - Profit for the year - - - - 4,730,621 4,730,621
- [ N RRATFIE - Profit remitted to the parent bank - - - - (4,614,831) (4,614,831)
R - Equity investment - - (838) - - (838)
-UA RMEER = B EE N A - Debt instruments at fair value through
HEWR BT T A other comprehensive income - (3,176,851) - - - (3,176,851)
- AR - Additional regulatory reserve - - - 510,607 (510,607) -
- R RS S R P AT - Transfer of non-transferred business to
(Ft3E 2.2(a) BOC Macau Branch (Note 2.2(a)) (1,032,600) 2,855,856 3,330 (1,812,217) (5,124,212) (5,109,843)
#2022 4 12 A 31 H As at 31 December 2022 13,000,000 - - 667,236 (459,660) 13,207,576

af: ARG RINGE 2(a).

Note: Please refer to Note 2(a) for the basis of preparation.

5 22 & 149 H PN RE A B R A E D -

The notes on pages 22 to 149 are an integral part of these financial statements.
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BANK OF CHINA (MACAU) LIMITED

CASH FLOW STATEMENT

Net cash (outflow)/inflow
from operating activities

Investing activities

Dividends received

Proceeds from disposal of
fixed assets

Interest received on financial
assets available-for-sale and
held for trading, and held-
to-maturity bonds

Interest received on financial
assets at fair value through
profit or loss and through
other comprehensive
income and bonds at
amortised cost

Additions of properties and
equipment

Additions of intangible assets

Additions of financial assets
available-for-sale and held
for trading, and held-to-
maturity bonds

Additions of financial assets
at fair value through profit
or loss and through other
comprehensive income and
bonds at amortised cost

Proceeds from disposal of
financial assets available-
for-sale and held for
trading, and held-to-
maturity bonds

Proceeds from disposal of
financial assets at fair value
through profit or loss and
through other
comprehensive income and
bonds at amortised cost

Net cash
inflow/(outflow) from
investing activities

Itk
Note

32(a)

24
24

FOR THE YEAR ENDED 31 DECEMBER 2022

2022 2021
T TP
MOP’000 MOP’000
(137,989,294) 219,657,729
36 36
- 2
AN/
Not applicable 2,172,401
AN/
2,087,886  Not applicable
(56,057) (156,080)
(18,935) (50,225)
AN/
Not applicable (41,860,884)

AN/
(37,770,701)  Not applicable
ANTEH )
Not applicable 36,429,848
AN/
45,185,264  Not applicable
9,427,493 (3,464,902)

20



FEERTT (BRFD BRMERAF

BERBERGEH)

BE—F-__Ht+-A=1t—HIEEE

RS

AT IR BRI
I e B AR 5 i 55

AT AT P s 57 A2

ERRHTES

N

i S 9 81 Y B e L L VR

BR&RRESEY R/
¥

TR R B M IMT
gﬁ%%ﬁé&fﬂﬁ%ﬁ

1 A1 BRRERBREE
=7

ERGEHHNH & RBEFE
MKIRE

P12 B 31 BRNBEERER
EZEY

BANK OF CHINA (MACAU) LIMITED

CASH FLOW STATEMENT (CONTINUED)

FEE
Note

Financing activities

Proceeds from debt
securities issued

Redemption of debt
securities due

Interest paid on debt
securities issued

Funds contribution to the
parent bank

Share capital

Net cash outflow from
financing activities

(Decrease)/Increase in
cash and cash
equivalents

Cash and cash
equivalents transferred
on transfer of non-
transferred business to
BOC Macau Branch

Cash and cash
equivalents at 1
January

Effect of exchange rate
changes on cash and
cash equivalents

Cash and cash
equivalents at 31
December 32

At A ) K YE 5 BT AE 2(a)

Note:

Please refer to Note 2(a) for the basis of preparation.

5 22 & 149 H I RE B A B RE MR-

The notes on pages 22 to 149 are an integral part of these financial statements.

2022
T
MOP’000

7,190,616

(19,629,420)

FOR THE YEAR ENDED 31 DECEMBER 2022

2021
T
MOP’000

6,122,806

(16,830,315)

(635,959) (849,136)
(4,614,831) (5,644,346)
13,000,000 -
(4,689,594) (17,200,901)

(133,251,395) 198,991,926
(119,650,976) -
320,453,603 120,758,126
(1,396,918) 703,551
66,154,314 320,453,603
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1

(a)

General information

In order to better serve customers and community
in Macau, in accordance with Executive Order
No.32/2021, Bank of China (“the parent bank”) has
invested to establish a wholly owned subsidiary,
Bank of China (Macau) Limited (“the Bank” or
“BOC (Macau)”), in the Macau SAR of the People’s
Republic of China on 31 January 2022. The sub-
branches of BOC (Macau) formally started business
from 21 November 2022. The registered address is
Bank of China Building, No. 323, Avenida Doutor
Mario Soares, Macau.

The Bank offers a full range of banking and
financial services, with a focus on financial services
for personal customers in the initial stage of
operation.

In response to the Dbusiness development
requirements of the parent bank and to better serve
the Macau community, the Bank works in full
cooperation with Bank of China Macau Branch
(“BOC Macau Branch”), complements each other’s
strengths to maximise the synergy of Bank of
China’s presence in Macau. The financial services
for personal customers were transferred to BOC
(Macau) on 20 November 2022. As a result, the
Bank has since been engaged in financial services
for personal customers.

These financial statements were authorised for
issue by the Board of Directors of the Bank on 23
March 2023.

Significant accounting policies

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

Basis of preparation

The financial statements of the Bank have been
prepared in accordance with the Financial
Reporting Standards (“the new Financial Reporting
Standards”) approved by the Secretary of the
Secretariat for Economy and Finance on 17 March
2020, as promulgated by the Macau SAR in
accordance with Order No. 44/2020.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(a)

Significant accounting policies (Continued)
Basis of preparation (Continued)

The financial statements have been prepared under
the historical cost convention, except for financial
assets at fair value through other comprehensive
income, financial assets and financial liabilities
(including derivative financial instruments) at fair
value through profit or loss. Where an asset is
impaired, an impairment allowance is required in
accordance with relevant requirements.

The preparation of financial statements under the
new Financial Reporting Standards in Macau
requires management to make certain critical
accounting estimates and assumptions. This also
requires management to exercise its judgement in
the application of the Bank’s accounting policies.
Areas involving high judgement or high complexity,
or areas where assumptions and estimates are
material to the financial statements, are disclosed
in Note 3.

The financial statements of the Bank are prepared
on a going concern basis.

The transfer of the financial services for personal
customers from the BOC Macau Branch to the Bank
on 20 November 2022 represents the
recapitalisation of the business, which did not
result in any change in the substance of the
business, or any change to any management or
ultimate controlling shareholder. The transfer was
therefore made at the carrying amount of the assets
and liabilities.

The assets and liabilities of certain corporate
banking services of the BOC Macau Branch are not
transferred to the Bank (“non-transferred
business”). In addition, as the results of non-
transferred and transferred operations cannot be
clearly distinguished, the net assets and results of
non-transferred businesses are included in the
Bank’s balance sheet as at 20 November 2022 and
the statement of profit or loss and other
comprehensive income for the period ended 20
November 2022 and in the comparative figures for
2021. The non-transferred business was charged to
equity on completion of the business transfer on 20
November 2022.

In preparing the financial statements, the impacts

of all transactions of the Bank and BOC Macau
Branch before recapitalisation are offset.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(a)

A 2021 K 2022 F 12 H 31
HILER, E5ETEARMb e
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P v i
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Hofth i

BEME

T-H&AERA

ASSETS

Cash and deposits
with banks

Deposits with
Monetary Authority
of Macau

Placements with
banks

Financial investments

Derivative financial
instruments

Macau SAR
certificates of
indebtedness

Loans and advances

Investment in an
associate

Other investments

Properties and
equipment

Investment properties

Intangible assets

Other assets

TOTAL ASSETS

Significant accounting policies (Continued)

Basis of preparation (Continued)

The impact of the recapitalisation of the operation
for the years ended 31 December 2021 and 31
December 2022 is as follows.

Balance sheet as at 31 December 2021:

W7

BOC Macau
Branch
TP
MOP’ 000
(€ x:e7))
(Restated)

216,296,074

11,870,883

266,372,585
92,289,156

2,483,539

11,441,182
438,202,106

79,208
1

705,632
63,265
46,499

6,657,334

SHTEIAITZ

AT ]
Offset between

BOC Macau

Branch and

The Bank the Bank
T TP
MOP’000 MOP’000

M

Total
T
MOP’000

216,296,074

11,870,883

266,372,585
92,289,156

2,483,539

11,441,182
438,202,106

79,208
1

705,632
63,265
46,499

6,657,334

1,046,507,464

1,046,507,464
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(a)

T-H&AERA

Liabilities

Macau SAR currency
notes in circulation

Deposits from banks
Derivative financial
instruments
Deposits from
customers
Certificates of deposit
issued
Debt securities issued
Other liabilities
Deferred tax liabilities
Tax provision

Significant accounting policies (Continued)

Basis of preparation (Continued)

Balance sheet as at 31 December 2021: (Continued)

IHTHARATZ
W AT AT ] A
Offset between
BOC Macau
BOC Macau Branch and
Branch The Bank the Bank Total
TP T T T T
MOP’ 000 MOP’000 MOP’000 MOP’000
(&)
(Restated)
11,302,695 - - 11,302,695
402,401,045 - - 402,401,045
2,557,324 - - 2,557,324
505,244,685 - - 505,244,685
79,585,530 - - 79,585,530
30,554,051 - - 30,554,051
6,755,148 - - 6,755,148
27,589 - - 27,589
813,399 - - 813,399

1,027,938,771

1,027,938,771

1,039,241,466

1,039,241,466
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BANK OF CHINA (MACAU) LIMITED

BB bR NOTES TO THE FINANCIAL STATEMENTS
2 FEFFBEE &) 2 Significant accounting policies (Continued)
(a) RBERGEE (a) Basis of preparation (Continued)
SR T HET—HEEHA Balance sheet as at 31 December 2021: (Continued)
ER: (%)
SHTEIAITZ
WFTr4T AT T A i
Offset between
BOC Macau
BOC Macau Branch and
Branch The Bank the Bank Total
T TG TG 6
MOP’000 MOP’000 MOP’000 MOP’000
(#&FEH)
(Restated)
BRER/BEEZE&K Shareholders’
s equity/Operating
fund and reserves
T E S 4 Share capital/Operating
fund 1,032,600 - - 1,032,600
b7 Tl Undistributed profits 6,023,394 - - 6,023,394
FAG R Revaluation reserve 212,496 - - 212,496
— R General regulatory
reserve - - . -
e B R Specific regulatory
reserve - - . -
HAm s Other reserves (2,492) - - (2,492)
7,265,998 - - 7,265,998

AE. RFEMER/BE  Total liabilities,
BERFRESHE shareholders’
equity/Operating
fund and reserves 1,046,507,464

1,046,507,464

BF AATHY 2022 1 A 31 H Note: The Bank was incorporated on 31 January

AT, i 2021 F B R

g, available for 2021.

2022 and therefore no financial data is
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NOTES TO THE FINANCIAL STATEMENTS

2

(a)

H=t+—Hik

Net interest income
Net fee and

commission income
Other income

Operating income

Operating expenses

Net provision for
impairment losses
on loans and other
assets

Income from
investment in an
associate

Profit before taxation
Taxation

aEe AATH 2022 F 1 31 H
AT, i 2021 F B R

Lie) 8

BANK OF CHINA (MACAU) LIMITED

Significant accounting policies (Continued)

Basis of preparation (Continued)

Statement of profit and loss for the year ended 31

December 2021:

IHTHARATZ
W AT AT ] A
Offset between
BOC Macau
BOC Macau Branch and
Branch The Bank the Bank Total
TP T T T T
MOP’ 000 MOP’000 MOP’000 MOP’000
7,493,035 - - 7,493,035
2,549,659 - - 2,549,659
569,678 - - 569,678
10,612,372 - - 10,612,372
(2,875,510) - - (2,875,510)
(900,168) - - (900,168)
680 - - 680
6,837,374 - - 6,837,374
(813,980) - - (813,980)
6,023,394 - - 6,023,394
Note: The Bank was incorporated on 31 January

2022 and therefore no financial data is
available for 2021.
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NOTES TO THE FINANCIAL STATEMENTS

2

(a)

H=t+—Hik

Net interest income
Net fee and

commission income
Other income

Operating income

Operating expenses

Net provision for
impairment losses
on loans and other
assets

Income from
investment in an
associate

Profit before taxation
Taxation

BANK OF CHINA (MACAU) LIMITED

Significant accounting policies (Continued)

Basis of preparation (Continued)

Statement of profit and loss for the year ended 31
December 2022:

IHTHARATZ
AT AT ] 8 MG
Offset between
BOC Macau
BOC Macau Branch and
Branch The Bank the Bank Total
TP TWFT6 TWFT6 TWFT6
MOP’000 MOP’000 MOP’000 MOP’000
6,157,292 170,814 - 6,328,106
1,416,105 85,514 - 1,501,619
(904) 37,853 - 36,949
7,572,493 204,181 - 7,866,674
(2,271,033) (98,419) - (2,369,452)
(166,550) 40,038 - (126,512)
(21,252) - - (21,252)
5,113,658 235,800 - 5,349,458
(590,613) (28,224) - (618,837)
4,523,045 207,576 - 4,730,621
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2 Significant accounting policies (Continued)
(a) Basis of preparation (Continued)

income

Statement for the Comprehensive

AW R statement for the year ended 31 December 2022:
SHTEIAITZ
W AT AT ] st
Offset between
BOC Macau
BOC Macau Branch and
Branch The Bank the Bank Total
T TP T T
MOP’000 MOP’000 MOP’000 MOP’000
24 R Profit for the year 4,523,045 207,576 - 4,730,621
HBATEH /IS  Items that may be
RNMIEH reclassified
subsequently to
statement of profit
and loss:
I RfEEFTE A3 Debt instruments at
EEt NHAh4zs  fair value through
Wi e 2 5 TR other comprehensive
income (8,176,851) - - (3,176,851)
JIRMERS 1AL HIMAE  Share of other
W& BALHALAE  comprehensive
GRS ETEA T income of the
gl investee accounted
for using equity
method (838) - - (838)
FEERMRBIMAAFIE  Other
% comprehensive
losses for the
year, net of tax (3,177,689) - - (3,177,689)
FEEEA AR Total
comprehensive
income for the
year 1,345,356 207,576 - 1,552,932

29



FESRIT GRFT) BBERAF

BABE A B RE
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# 202241 1 HEMHGNEFHEEETRRHZ

LINEC AP &y

AT ETREZHA B HBA KL 44/2020 SEEEEI
BUr] wl Rt~z A T (Bl AL (D (R
HHEADY | ). B QUBmEEAD) g -2 FgE=H
o NEERAR, 6 8 R H R BB i A i o e A
B GBS ERD) SR T 2015 FRR (BT 3RS

Q) A AR,

BE

XU Y GNEES

TR0 LT < B B ) 2
K

i GES

EAi e

e TR

PAFIRFIE A R

B B

TR HE N R B
HAh 5%

M3 Bl
Bttt
I
HoAth i

BEME

ASSETS

Cash and deposits with banks

Deposits with Monetary Authority of
Macau

Placements with banks

Financial investments

Derivative financial instruments

Macau SAR certificates of
indebtedness

Loans and advances

Investments in an associate

Other investments

Properties and equipment

Investment properties

Intangible assets

Other assets

TOTAL ASSETS

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2 Significant accounting policies (Continued)

(b) Standards, amendments and interpretations that are initially adopted for
the accounting year beginning on 1 January 2022

The Financial Reporting Standards (“the new Financial Reporting Standards”) was
approved by the Directive No. 44/2020 of the Secretary for Economy and Finance on
17 March 2020. The new Financial Reporting Standards is effective from 28 March
2020 and replaces the Macau Financial Reporting Standards from that date. The new
Financial Reporting Standards adopts all the standards of the 2015 version of the
International Financial Reporting Standards (“IFRSs”).

2021 4F 2021 4F 2022 F
12 31H IAS 40 12 31H IFRS 9 RROL B 1H1H
31 December 31 December Setup of
2021 IAS 40 2021 IFRS 9 regulatory reserve 1 January 2022
T T T T T T
MOP’ 000 MOP 000 MOP’ 000 MOP’ 000 MOP’ 000 MOP’ 000
(A st Eeg) (#EE51)
(Original
accounting
policies) (Restated)
216,296,074 - 216,296,074 178,976 - 216,475,050
11,870,883 - 11,870,883 - - 11,870,883
266,372,585 - 266,372,585 418,917 - 266,791,502
92,289,156 - 92,289,156 (9,770) - 92,279,386
2,483,539 - 2,483,539 - - 2,483,539
11,441,182 - 11,441,182 - - 11,441,182
438,202,106 - 438,202,106 4,295,944 - 442,498,050
79,208 - 79,208 - - 79,208
1 - 1 - - 1
768,897 (63,265) 705,632 - - 705,632
- 63,265 63,265 - - 63,265
46,499 - 46,499 - - 46,499
6,657,334 - 6,657,334 (3,219,270) - 3,438,064
1,046,507,464 - 1,046,507,464 1,664,797 - 1,048,172,261
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FIAYER

Liabilities

Macau SAR currency notes in
circulation

Deposits from banks

Derivative financial instruments

Deposits from customers

Certificates of deposit issued

Debt securities issued

Other liabilities

Deferred tax liabilities

Tax provision

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2 Significant accounting policies (Continued)

(b) Standards, amendments and interpretations that are initially adopted for

the accounting year beginning on 1 January 2022 (Continued)

2021 E 2021 E 2022 4
12 A 31 H 1AS 40 12 A 31 H IFRS 9 RO R 1A1H
Setup of
31 December 31 December regulatory
2021 IAS 40 2021 IFRS 9 reserve 1 January 2022
T T T T T T
MOP’ 000 MOP 000 MOP’ 000 MOP’ 000 MOP’ 000 MOP’ 000
(5H et
#) (& HE )
(Original
accounting
policies) (Restated)
11,302,695 - 11,302,695 - - 11,302,695
402,401,045 - 402,401,045 287,718 - 402,688,763
2,557,324 - 2,557,324 - - 2,557,324
505,244,685 - 505,244,685 1,250,324 - 506,495,009
79,585,530 - 79,585,530 19,240 - 79,604,770
30,554,051 - 30,554,051 159,236 - 30,713,287
6,755,148 - 6,755,148 (1,316,308) - 5,438,840
27,589 - 27,589 14,245 - 41,834
813,399 - 813,399 137,022 - 950,421
1,039,241,466 - 1,039,241,466 551,477 - 1,039,792,943
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FEERIT R BOEFRAF BANK OF CHINA (MACAU) LIMITED

MBS R NOTES TO THE FINANCIAL STATEMENTS
2 FEEFTBURE) 2 Significant accounting policies (Continued)
(b) R 202241 A1 HERGBHNETEEERIREZ#® (b) Standards, amendments and interpretations that are initially adopted for
R, BT KB GH) the accounting year beginning on 1 January 2022 (Continued)
2021 4 2021 4 2022 4
12 A 31H IAS 40 12 A 31H IFRS 9 LR R 1H1H
Setup of
31 December 31 December regulatory
2021 IAS 40 2021 IFRS 9 reserve 1 January 2022
TP o TG0 TG0 TG0 TG0 TP
MOP 000 MOP’ 000 MOP 000 MOP’ 000 MOP’ 000 MOP’ 000
Ui st
*) (#e i 4)
(Original
accounting
policies) (Restated)

R/ B EE &K  Shareholders’ equity/Operating

& fund and reserves

JBEAS ) E B 4 Share capital/Operating fund 1,032,600 - 1,032,600 - - 1,032,600
Ao EL AR Undistributed profits 6,023,394 - 6,023,394 1,004,821 (1,968,846) 5,059,369
AL Revaluation reserve 212,496 - 212,496 108,499 - 320,995
— R General regulatory reserve - - - - 1,968,846 1,968,846
oA 5 A Other reserves (2,492) - (2,492) - - (2,492)
7,265,998 - 7,265,998 1,113,320 - 8,379,318

AR, BRSNS Total liabilities and shareholders’
equity 1,046,507,464 - 1,046,507,464 1,664,797 - 1,048,172,261
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(b)

Significant accounting policies (Continued)

Standards, amendments and
interpretations that are initially adopted for
the accounting year beginning on 1 January
2022 (Continued)

Based on the Bank’s analysis and assessment, the
standards contained in the new Financial Reporting
Standards are not expected to have a material
impact on the Bank’s financial statements except as
set out below.

IAS 1 “Presentation of Financial
Statements” set out in the new Financial
Reporting Standards

According to the International Accounting
Standards No. 1 “Presentation of Financial
Statements” (“IAS 1”), all non-owner changes in
equity are required to be presented in the
comprehensive income statement or statement of
profit and loss and other comprehensive income.
IAS 1 requires an entity to present a statement of
financial position for the earliest comparative
period when changes in accounting policy,
retrospective restatement or reclassification occur.
These requirements will affect the presentation of
the Bank’s financial statements.

IFRS 9 “Financial Instruments” set out in
the new Financial Reporting Standards

The International Financial Reporting Standards
No. 9 Financial Instruments (“IFRS 9”) were issued
by the International Accounting Standards Board
as an active and comprehensive response to the
financial crisis. IFRS 9 includes a logical model for
classification and measurement, a single, forward-
looking “expected loss” impairment model and a
substantially-reformed  approach to  hedge
accounting with enhanced disclosures about risk
management activity. IFRS 9 requires retrospective
adjustments but comparatives are not required to
be restated, except for hedge accounting which
generally adopts forward-looking adjustments. The
Bank adopts IFRS 9 from 1 January 2022 and will
not restate comparatives.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(b)

Significant accounting policies (Continued)

Standards, amendments and
interpretations that are initially adopted for
the accounting year beginning on 1 January
2022 (Continued)

IFRS 9 “Financial Instruments” set out in
the new Financial Reporting Standards
(Continued)

The 2021 comparatives of financial instruments
within the scope of the new financial instruments
standards are not restated. Therefore, the
information in the financial statements is not
comparable to 2021 comparatives presented
according to the accounting policies under the old
financial instruments standards. Differences arising
from the adoption of IFRS 9 have been directly
reflected in the statement of changes in operating
fund/share capital and equity as at 1 January 2022.

Amendments to each part from IFRS 9 are detailed
as follows:

- Classification and measurement

Financial assets shall be classified into one of the
following measurement categories: (1)
subsequently measured at amortised cost, (2)
subsequently measured at fair value through other
comprehensive income (FVOCI) (all financial assets
other than accrued interest, amortisation and
impairment allowances are recognised in other
comprehensive income at changes in fair value), or
(3) subsequently measured at fair value through
profit or loss (FVPL) The classification of financial
assets shall be determined at transition and
subsequently at initial = recognition. @ The
classification depends on the entity’s business
model for managing its financial instruments and
the contractual cash flow characteristics of the
instruments, or the election of fair value option.

For the classification and measurement of financial
liabilities, changes in fair value of financial
liabilities from their changes in credit risks shall be
presented in other comprehensive income. While
the remaining portion is included in the statement
of profit and loss. The amounts presented in other
comprehensive income cannot be subsequently
reclassified to the statement of profit and loss, but
can be transferred to equity. To eliminate or
significantly reduce a measurement or recognition
inconsistency, financial instruments can be
continued to be designated at fair value through
profit or loss at initial recognition under IFRS 9.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2 Significant accounting policies (Continued)

(b) Standards, amendments and interpretations that are initially adopted for

the accounting year beginning on 1 January 2022 (Continued)

IFRS 9 “Financial Instruments” set out in the new Financial Reporting
Standards (Continued)

The Bank has analysed financial assets and financial liabilities in detail at transition (1
January 2022). The original and new accounting classifications under accounting
policies in prior years and under IFRS 9 are as follows.

T VAR L st R IFRS 9 Jix DAEAE FE I & i Ji* IFRS 9
BUE R R A 3 ¥ R EA HR DA (R A R TR I AR
Original Original gross
classification carrying amount
under accounting New under accounting New gross
policies in prior classification policies in prior carrying amount
S E Financial assets years under IFRS 9 years Reclassification Remeasurement under IFRS 9
TP TP TP TP
MOP’000 MOP’000 MOP’000 MOP’000
JEAF IR 42 AR IR0 [F) 3E Cash and deposits with banks L&R AC 216,296,074 285,055 (106,079) 216,475,050
ORI R )5 2 473 Deposits with Monetary Authority of Macau L&R AC 11,870,883 - - 11,870,883
EAEES Placements with banks L&R AC 266,372,585 458,602 (39,685) 266,791,502
S Financial investments 92,289,156 12,171 (21,941) 92,279,386
- PR B3 H S - Held-to-maturity bonds HTM AC 11,957,667 (11,957,667) - -
HTM FVPL 1,032,060 (1,032,060) - -
-k A MRl - Financial assets available-for-sale and held
for trading AFS FVOCI 79,299,429 (79,299,429) - -
- DA R Rl A A I B B0 - Debt securities investments at amortised
cost HTM AC - 11,969,838 (95) 11,969,743
SPAA fefEAE A H AL )5 - Financial assets at fair value through other
N Ho At 5 5 W 2 1) S b g comprehensive income
E AFS FVOCI - 79,299,429 (32,801) 79,266,628
SUAA e B AT H L% B)5 - Financial assets at fair value through profit
N E R SRl or loss HTM FVPL - 1,032,060 10,955 1,043,015
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2 Significant accounting policies (Continued)

(b) Standards, amendments and interpretations that are initially adopted for

the accounting year beginning on 1 January 2022 (Continued)

IFRS 9 “Financial Instruments” set out in the new Financial Reporting

BT A (48) Standards (Continued)

MR e A R IFRS 9 Jix DAEAE FE M & i Ji* IFRS 9
BUE R IR A 38 TR R A MR DA MR A R TR R T AR

Original Original gross

classification carrying amount
under accounting New under accounting New gross
policies in prior classification policies in prior carrying amount
G E () Financial assets (Continued) years under IFRS 9 years Reclassification Remeasurement under IFRS 9
TP TP TP TP
MOP’000 MOP’000 MOP’000 MOP’000
FA A T H Derivative financial instruments FVPL FVPL 2,483,539 - - 2,483,539
TR AR Macau SAR certificates of indebtedness L&R AC 11,441,182 - - 11,441,182
B EGR Loans and advances 438,202,106 2,463,442 1,832,502 442,498,050
L&R AC 438,202,106 (4,796,168) 1,878,126 435,284,064
L&R FVOCI - 825,381 4,035 829,416
L&R FVPL - 6,434,229 (49,659) 6,384,570
HAh3 & Other investments FVPL FVPL 1 - - 1
oAt Other assets L&R AC 6,099,136 (3,219,270) - 2,879,866
SRR AT Total financial assets 1,045,054,662 - 1,664,797 1,046,719,459
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2 Significant accounting policies (Continued)

(b) Standards, amendments and interpretations that are initially adopted for

the accounting year beginning on 1 January 2022 (Continued)

IFRS 9 “Financial Instruments” set out in the new Financial Reporting

BMTAE] (& Standards (Continued)
MR e A R IFRS 9 Jix DAEAE FE M & i Ji* IFRS 9
BUE R IR A 38 TR R A MR DA MR A R TR I AR

Original Original gross
classification carrying amount

under accounting New under accounting New gross
policies in prior classification policies in prior carrying amount
SRl E years under IFRS 9 years Reclassification Remeasurement under IFRS 9
TP TP TP TP
MOP’000 MOP’000 MOP’000 MOP’000
LA I A A A Macau SAR currency notes in circulation AC AC 11,302,695 - - 11,302,695
) 3E A7 UK I Deposits from banks AC AC 402,401,045 287,718 - 402,688,763
FA A T H Derivative financial instruments FVPL FVPL 2,557,324 - - 2,557,324
B Deposits from customers 505,244,685 1,250,324 - 506,495,009
AC AC 505,244,685 (2,213,367) - 503,031,318
AC FVPL - 3,463,601 - 3,463,601
FATAE G Certificates of deposit issued AC AC 79,585,530 19,240 - 79,604,770
AT E T Debt securities issued AC AC 30,554,051 159,236 - 30,713,287
HoAh F % Other liabilities AC AC 6,148,786 (1,716,518) 400,210 4,832,478
SRA R Total financial liabilities 1,037,794,116 - 400,210 1,038,194,326
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)

Standards, amendments and
interpretations that are initially adopted for
the accounting year beginning on 1 January
2022 (Continued)

IFRS 9 “Financial Instruments” set out in
the new Financial Reporting Standards
(Continued)

Notes:

FVPL Financial assets/liabilities at fair value
through profit or loss

FVOCI Financial assets/liabilities at fair value
through other comprehensive income

AC Amortised cost

AFS  Available-for-sale
HTM Held-to-maturity
L&R  Loans and receivables
- Impairment

IFRS 9 introduces a new expected credit losses
("ECL") impairment model to recognise ECL in a
more timely manner, which regulates the financial
instruments subsequently measured at amortised
cost, debt instruments measured at FVOCI,
impairment allowances of irrevocable loan
commitments and financial guarantee contracts.
Specially, IFRS 9 requires entities to assess credit
risks and ECL in a fair and probability-weighted
manner, consider both past events and all available
information, including current and expected future
economic conditions, as well as discount the time
value of money. The Bank will include financial
instruments in Stage 1 at initial recognition and
account for their ECL within the next 12 months.
The Bank will include financial instruments in
Stage 2 when there have been significant increases
in credit risk since initial recognition, and recognise
the ECL over their entire lives in a timely manner.
When there is objective evidence that the financial
instruments are impaired, the Bank will include
them in Stage 3 and recognise the ECL over their
entire lives. Interest income will then be accrued
net of the impairment amount of the respective
Stage 3 financial assets.
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Loans and advances
measured at
amortised cost

Cash and deposits
with banks

Placements with
banks

Debt securities
investments at
amortised cost

Loans and advances
measured at fair
value through other
comprehensive
income

Financial assets at
fair value through
other
comprehensive
income

Other liabilities

Significant accounting policies (Continued)

Standards,

amendments

and

interpretations that are initially adopted for
the accounting year beginning on 1 January
2022 (Continued)

IFRS 9 “Financial Instruments” set out in
the new Financial Reporting Standards

(Continued)

- Impairment (Continued)

2021 £ 2022 4F

12 A 31H 1H1H

(5A M st BUR) AR (IFRS 9)
31 December
2021
(Original

accounting 1 January 2022

policies) Remeasurement (IFRS 9)

T T oo TR0

MOP’000 MOP’000 MOP’000

5,831,245 (1,882,161) 3,949,084

- 106,079 106,079

- 95 95

- 4’035 4’035

- 151,510 151,510

- 400,210 400,210

5,831,245 (1,180,547) 4,650,698
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)

Standards,

amendments

and

interpretations that are initially adopted for
the accounting year beginning on 1 January

2022 (Continued)

IFRS 9 “Financial Instruments” set out in
the new Financial Reporting Standards

(Continued)

- The  following

table

shows the

reconciliation of the ending balance as at 31
December 2021 and the opening balance as
at 1 January 2022 under IFRS 9 for equity

component.

Regulatory reserve

Ending balance under original
accounting policies (31 December
2021)

Transfer from undistributed profits

Opening balance under IFRS 9 (1
January 2022)

Revaluation reserve

Ending balance under original
accounting policies (31 December
2021)

ECL of loans and advances measured
at fair value through other
comprehensive income

ECL of financial assets at fair value
through other comprehensive
income

Remeasurement of financial assets at
fair value through other
comprehensive income

Related taxes

Opening balance under IFRS 9
(1 January 2022)

A 2022 £

1 H 1 HERH
IFRS 9 ]2
Impact of the
adoption of
IFRS9on1
January 2022
T T
MOP’ 000

1,068,846

1,068,846

212,496
4,035
151,510

(32,801)
(14,245)

320,995
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Significant accounting policies (Continued)

Standards, amendments and
interpretations that are initially adopted for
the accounting year beginning on 1 January
2022 (Continued)

IFRS 9 “Financial Instruments” set out in
the new Financial Reporting Standards
(Continued)

? 2022 4
1 H 1 HE&RA
IFRS 9 {152
Impact of the
adoption of
IFRS9on1
January 2022
THM T
MOP’000
Undistributed profits
Ending balance under original
accounting policies (31 December
2021) 6,023,394
Remeasurement of financial assets at
fair value through profit or loss 10,955
Remeasurement of loans and
advances measured at fair value
through profit or loss (49,659)
ECL recognised under IFRS 9 1,180,547
Transfer to regulatory reserve (1,968,846)
Related taxes (137,022)
Opening balance under IFRS 9
(1 January 2022)

5,059,369

IAS 40 “Investment Properties” set out in
the new Financial Reporting Standards

IAS 40 “Investment Properties” (“IAS 40”)
regulates the accounting treatment and disclosure
of investment properties. The comparative figures
shall be restated at initial adoption under IAS 4o0.
The Bank believed that the effect was insignificant
after assessment, and thus did not present the third
statement of financial position for the opening
balance of the prior period. The Bank reclassified
the non-owner-occupied portion from properties
and equipment to investment properties at initial
adoption of IAS 40, and measured the present
value of investment properties using the cost
method.
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Significant accounting policies (Continued)

Standards, amendments and
interpretations that are initially adopted for
the accounting year beginning on 1 January
2022 (Continued)

Setup of regulatory reserve

Pursuant to the Notice No. 012/2021-AMCM issued
by Monetary Authority of Macau, the Bank shall
calculate and set up the regulatory reserve. The
reserve is the amount of impairment or losses on
credit and other financial investments as defined by
the Monetary Authority of Macau, the portion of
which is set and adjusted in accordance with the
Financial Reporting Standards is referred to as the
accounting reserve and provided for by annual
operating expenses. While the amount of the
reserve calculated in line with the requirements of
the Notice is known as the regulatory reserve.
Where the accounting reserve of an asset is
insufficient for the regulatory reserve, the
regulatory reserve is set up with an appropriation
from accumulated surplus based on the difference
between the accounting reserve and the regulatory
reserve. The regulatory reserve shall not be
distributed.

The regulatory reserve is categorised into specific
and general reserves. Specific reserve is the
regulatory reserve calculated on the basis of non-
performing assets (i.e., assets classified as
substandard, doubtful and loss). General reserve is
the regulatory reserve calculated on the basis of all
credit asset accounts not classified as non-
performing (i.e., credit assets classified as normal
and special-mentioned), with a provision ratio of no
less than 1%.

Foreign exchange currency
Functional and presentation currency

Items included in the financial statements of the
Bank are measured using the currency of the
primary economic environment in which the entity
operates (the “functional currency”). The financial
statements are presented in Macau Pataca, which is
the Bank’s functional and presentation currency.
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NOTES TO THE FINANCIAL STATEMENTS

2
()
(ii)

Significant accounting policies (Continued)
Foreign exchange currency
Transactions and balances

Foreign currency transactions of the Bank are
translated into functional currency at the exchange
rates prevailing at the dates of the transactions or a
spot exchange rate which is approximate to the spot
exchange rate of the transaction date at initial
recognition. Exchange gains or losses arising from
the settlement of such foreign currency
transactions are included in the statement of profit
and loss.

At the financial reporting date, monetary assets and
liabilities dominated in foreign currencies are
translated at the exchange rates prevailing at the
financial reporting date, and exchange gains or
losses are directly recognised in the statement of
profit and loss. Difference arising from foreign
currency translation of monetary securities
denominated in foreign currency classified as fair
value through other comprehensive income are
analysed between translation differences resulting
from changes in the amortised cost and other
changes in the carrying amount of the securities.
Translation differences related to changes in the
amortised cost are recognised in the statement of
profit and loss, and other changes in the carrying
amount are recognised in “other comprehensive
income”.

Non-monetary items denominated in foreign
currencies that are measured at historical costs are
translated using the spot exchange rates at the date
of the transactions. Non-monetary items
denominated in foreign currencies that are
measured at fair value are translated using the spot
exchange rates on the date when the fair value is
determined. Translation differences on non-
monetary financial assets classified as fair value
through other comprehensive income are
recognised in “other comprehensive income”.
Translation differences on non-monetary financial
assets and financial liabilities at fair value through
profit or loss are recognised in “net trading gain” in
the income statement.

The effect of exchange rate changes on cash and

cash equivalents is presented separately in the cash
flow statement.
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2

(d)

Significant accounting policies (Continued)
Income tax

Income tax comprises current and deferred taxes.
Tax is recognised in the statement of profit and
loss, except to the extent that it relates to items
recognised directly in equity. In this case, the tax is
also recognised in equity.

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively
enacted at the balance sheet date in the regions
where the Bank operates and generates taxable
income. Management periodically evaluates
positions taken in tax returns with respect to
situations in which applicable tax regulation is
subject to interpretation, and sets up provisions
where appropriate on the basis of taxes expected to
be paid to the tax authorities.

Deferred income tax is provided in full, using the
liability method, on temporary differences between
the tax bases of assets and liabilities and their
carrying amounts in the financial statements.
However, the deferred income tax is not accounted
for if it arises from initial recognition of an asset or
liability in a transaction other than a business
combination that at the time of the transaction
affects neither accounting nor taxable profit or loss.
Deferred tax is determined using tax rates (and
laws) that have been enacted or substantively
enacted by the balance sheet date and are expected
to apply when the related deferred income tax asset
is realised or the deferred income tax liability is
settled. Deferred income tax assets are recognised
only to the extent that it is probable that future
taxable profit will be available against which the
temporary differences can be utilised.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(e)

Significant accounting policies (Continued)
Financial assets

Policies after 1 January 2022

Classification and measurement of financial
assets

The Bank classifies its financial assets into one of
the following measurement categories at initial
recognition as subsequently measured at: fair value
through profit or loss (“FVPL”), amortised cost and
fair value through other comprehensive income
(“FVOCI”). The classification depends on the
entity’s business model for managing its financial
instruments and the contractual cash flow
characteristics of the instruments, or the election of
fair value option. All financial assets are recognised
initially at fair value. Except for financial assets at
FVPL, all transaction costs of other financial assets
are included in their initial carrying amounts.

Business model

Business model reflects how the Bank generates
cash flows from managing financial assets, for
example, whether the Bank holds such financial
assets for solely collecting the contractual cash
flows or for both collecting contractual cash flows
and selling financial assets. If neither of these is
applicable, then the financial assets are classified as
part of “other” business model. The business model
is assessed at the financial asset portfolio level and
is determined based on the circumstances occurred
that are believed to be reasonable. Factors
considered include how cash flows of the group of
assets were collected in the past, how the
performance of the group of assets is evaluated and
reported to key management personnel, how the
risks are assessed and managed, and how business
management personnel are compensated.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(e)

1)

Significant accounting policies (Continued)
Financial assets (Continued)

Policies after 1 January 2022 (Continued)

Classification and measurement of financial
assets (Continued)

Contractual cash flow characteristics

The contractual cash flow characteristics are
assessed to identify whether the contractual cash
flows are solely payments of principal and interest
on the principal amount outstanding. Principal is
the fair value of the financial assets at initial
recognition and may change over the life of the
financial asset due to prepayments and others.
Interest consists of consideration for the time value
of money, for the credit risk associated with the
principal amount outstanding during a particular
period of time and for other basic lending risks and
costs, as well as a profit margin.

Financial assets at fair value through profit or loss

This category has two sub-categories: financial
assets designated at fair value through profit or loss
at inception, or financial assets mandatorily
required to be measured at fair value through profit
or loss, including those held for trading.

A financial asset which has been acquired or
incurred principally for the purpose of selling in the
short term or is part of a portfolio of identified
financial instruments that are managed together
and for which there is evidence of a recent actual
pattern of short-term profit-taking is classified as
held for trading. All derivative financial
instruments are classified as held for trading unless
they are designated as effective hedging
instruments.

A financial asset, other than those held for trading
or mandatorily measured at fair value, will be
designated as a financial asset at FVPL, if it
eliminates or significantly reduces a measurement
or recognition inconsistency (sometimes referred to
as “an accounting mismatch”) that would otherwise
arise from measuring the financial assets or
recognising the gains and losses on them on
different bases, and is so designated by
management.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(e)

1)

(2)

Significant accounting policies (Continued)
Financial assets (Continued)
Policies after 1 January 2022 (Continued)

Classification and measurement of financial
assets (Continued)

Financial assets at fair value through profit or loss
(Continued)

These assets are recognised initially at fair value,
with transaction costs taken directly to the
statement of profit and loss, and are subsequently
re-measured at fair value.

Gains and losses from changes in the fair value of
such assets (excluding the interest component) are
reported in net trading gain/loss. The interest
component is reported as part of the interest
income. Dividends on equity instruments of this
category are also recognised in net trading
gain/loss when the Bank’s right to receive payment
is established.

Financial assets
amortised cost

subsequently measured at

Financial assets are classified as subsequently
measured at amortised cost if both of the following
conditions are met: (i) the financial assets are held
within a business model with the objective to hold
financial assets in order to collect contractual cash
flows (“hold-to-collect” business model), and (ii)
the contractual terms of the financial asset give rise
to cash flows that are solely payments of principal
and interest on the principal amount outstanding
on specified dates. They are initially recognised at
fair value plus any directly attributable transaction
costs and are subsequently measured at amortised
cost using the effective interest method less
impairment losses. Interest income which includes
the amortisation of premium or discount is
calculated using the effective interest method and is
recognised in the statement of profit and loss. Any
gains or losses are recognised in profit or loss when
the asset is derecognised, modified or impaired.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(e)

3)

Significant accounting policies (Continued)
Financial assets (Continued)
Policies after 1 January 2022 (Continued)

Classification and measurement of financial
assets (Continued)

Financial assets at fair value through other
comprehensive income

Financial instruments are classified as
subsequently measured at FVOCI if both of the
following conditions are met: (i) the financial assets
are held within a business model with the objective
of both holding to collect contractual cash flows and
selling, and (ii) the contractual terms of the
financial assets give rise to cash flows that are
solely payments of principal and interest on the
principal amount outstanding on specified dates.

Financial assets at FVOCI are initially recognised at
fair value plus any directly attributable transaction
costs, and are subsequently measured at fair value.
Unrealised gains or losses arising from changes in
the fair value of the financial assets are recognised
directly in other comprehensive income, until the
financial asset is derecognised or impaired at which
time the accumulated gain or loss previously
recognised in equity should be transferred to the
statement of profit and loss. However, interest
income which includes the amortisation of
premium or discount is calculated using the
effective interest method and is recognised in the
statement of profit and loss.

For equity investments, an irrevocable election can
be made at initial recognition to recognise
unrealised and realised fair value gains or losses in
other comprehensive income without subsequent
reclassification of fair value gains or losses to the
statement of profit and loss even upon disposal.
Dividends on equity instruments classified as
FVOCI are recognised in dividend income from
equity investments when the Bank’s right to receive
payment is established. Equity instruments
designated at FVOCI are not subject to impairment
assessment.

The treatment of translation differences on FVOCI
securities is detailed in Note 2(c).
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(e)

@)

(2)

Significant accounting policies (Continued)
Financial assets (Continued)

Policies before 1 January 2022

The Bank classifies its financial assets into five
categories by purposes of holding: held-to-maturity
bonds, available-for-sale bonds, bonds held for
trading, loans and advances, certificates of deposit
held, equity investments and other receivables.

Held-to-maturity bonds

The debt securities that the Bank has the positive
intention and ability to hold to maturity are
classified as held-to-maturity bonds.

Held-to-maturity bonds are carried at amortised
cost less impairment losses, if any (Note 2(j)). Any
amount of premium or discount arising from the
purchase of such investment bonds is amortised in
the statement of profit and loss using the effective
interest rate method over the period from the
purchase date to the maturity date. The
amortisation of discount and premium is recorded
in “interest income”. The difference between the
net sale income and the carrying amount is
included in profit or loss for the current period
when the held-to-maturity bonds are sold.

Available-for-sale bonds

Available-for-sale bonds are recorded in the
balance sheet at fair value. Changes in fair value are
recognised directly in equity as a revaluation
reserve when incurred. If it is an interest-bearing
instrument, the interest calculated using the
effective interest rate method is charged to profit or
loss for the current period in accordance with
policies set out in Note 2(r)(1). The accumulated
gains or losses are reclassified from equity to profit
or loss on derecognition of these instruments or
impairment (Note 2(j)).
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(e)

(3)

4

Significant accounting policies (Continued)
Financial assets (Continued)

Policies before 1 January 2022 (Continued)

Bonds held for trading

Bonds held for trading are acquired or incurred
principally for the purpose of selling in the short
term or is part of a portfolio of identified financial
instruments that are managed together. These
bonds are recognised initially at fair value, with
transaction costs taken directly to the statement of
profit and loss, and are subsequently re-measured
at fair value. Gains and losses from changes in the
fair value of such bonds (excluding the interest
component) are reported in net trading gain/loss.
The interest component is recognised in interest
income.

Loans and advances

Loans and advances are presented after deducting
specific and general provisions for bad debts.

All advances with principal or interest overdue for
more than 3 months are classified as non-
performing loans and advances in accordance with
the regulations of Monetary Authority of Macau. In
addition, if there is evidence that loans and
advances cannot be fully recovered, the Bank will
classify relevant portion as non-performing loans
and advances.

If there is no reasonable expectation of recovery,
the loans will be written off. The amounts recovered
from write-off loans are recognised as income in
the statement of profit and loss.

Interest income is no longer accrued on non-
performing loans. Their interest income is recorded
in memorandum accounts. Subsequent amounts
received will be firstly offset against the
outstanding principal of loans. While the remaining
amount received is recognised as interest income
when the principal has been paid off.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(e)

(4)

(5)

(6)

Significant accounting policies (Continued)
Financial assets (Continued)

Policies before 1 January 2022 (Continued)

Loans and advances (Continued)

In collecting non-performance loans, the Bank can
repossess the mortgaged assets as the
compensation through court proceedings or
voluntary actions by the borrowers. The mortgaged
assets acquired in lieu of advances are reclassified
to other accounts to achieve orderly realisations.
Assets acquired are recorded at the carrying
amount of advances sold at the replacement date.
Where necessary, the Bank will make provision for
the difference between the estimated fair value and
the carrying amount of assets acquired.

Certificates of deposit held

Certificates of deposit held are designated as
available-for-sale non-derivative financial assets,
including financial assets that are scheduled to be
held on an indefinite basis but may be sold due to
liquidity needs or changes in market conditions.

Certificates of deposit held are carried at fair value.
Unrealised profits and losses arising from changes
in fair value are recognised in equity as revaluation
reserves and separately accumulated in equity,
except for foreign exchange gains and losses which
are recognised in the statement of profit and loss.

The profit or loss of sold certificates of deposit held
comprises the difference between the net proceeds
from sales and the carrying amount. The
cumulative fair value adjustments previously
recognised in revaluation reserve is reclassified
from equity to the statement of profit and loss.

Equity investments

Equity investments that the Bank has no significant
influence, control and joint control over the
investees are accounted for using the cost method.
In other words, they are carried at initial
investment cost, and impairment allowances, if
any, is made based on the financial positions (Note
2(j)). Investment income is recognised when the
investees declare cash dividends or profit
distributions.
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BANK OF CHINA (MACAU) LIMITED

2

(e)

(6)

(7)

®

(1

NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)
Financial assets (Continued)

Policies before 1 January 2022 (Continued)

Equity investments (Continued)

The difference between the actual proceeds from
disposal of equity investments and the carrying
amount is recognised in profit or loss for the
current period.

Where the Bank has significant influence on the
investees, the equity investments of associates are
accounted for using the equity method (Note 2(1)).
Other receivables

Other receivables are initially recognised at fair
value and subsequently recorded at amortised cost
using the effective interest rate method, less
impairment allowances (if any) (Note 2(j)).

Financial liabilities

Policies after 1 January 2022

The Bank classifies its financial liabilities under the
following classes: liabilities held for trading,
financial liabilities designated at fair value through
profit or loss, deposits, debt securities and
certificates of deposit in issue and other liabilities.
All financial liabilities are classified at inception
and recognised initially at fair value, and in the case
of financial liability not at fair value through profit
or loss, plus or minus transaction costs.

Liabilities held for trading

A financial liability is classified as held for trading if
it is incurred principally for the purpose of
repurchasing in the short term. All derivative
financial instruments are classified as held for
trading unless they are designated as effective
hedging instruments. A liability held for trading is
measured at fair value and any gains and losses
from changes in fair value are recognised in the
statement of profit and loss.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

®

(2)

Significant accounting policies (Continued)
Financial liabilities (Continued)

Policies after 1 January 2022 (Continued)

Financial liabilities designated at fair value through
profit or loss

A financial liability can be designated at fair value
through profit or loss if it is so designated at
inception. Financial liabilities under this category
comprise certain structured deposits from
customers of embedded derivative financial
instruments. A financial liability is so designated if
it meets one of the following criteria:

- eliminates or significantly reduces a
measurement or recognition inconsistency
(sometimes referred to as “an accounting
mismatch”) that would otherwise arise
from measuring the financial liabilities or
recognising the gains and losses on them
on different bases; or

- applies to a group of financial assets,
financial liabilities or both that is managed
and its performance is evaluated on a fair
value basis, in accordance with a
documented risk management or
investment strategy, and information about
the Bank is provided internally on that
basis to the key management; or

- relates to financial liabilities containing one
or more embedded derivative financial
instruments that significantly modify the
cash flows resulting from those financial
liabilities.

Financial liabilities designated at fair value through
profit or loss are measured at fair value and any
gain/loss from changes in fair value is recognised in
the statement of profit and loss, except for fair
value changes arising from own credit risks are
recognised as other comprehensive income and
subsequently reclassified to the undistributed
profits upon derecognition.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)
Financial liabilities (Continued)

Policies after 1 January 2022 (Continued)

Deposits, debt securities and certificates of deposit
in issue and other liabilities

Other deposits, debt securities and certificates of
deposit in issue and other liabilities, other than
those classified as liabilities held for trading or
designated at fair value through profit or loss are
carried at amortised cost. Any difference (if
available) between proceeds net of transaction costs
and the redemption value is recognised in the
income statement over the period using the
effective interest method. The Bank’s structured
deposits are designated as financial liabilities at fair
value through profit or loss as a whole.

Policies before 1 January 2022

The Bank classifies its financial liabilities under the
following classes: deposits from customers, debt
securities and certificates of deposit in issue and
other liabilities.

Deposits from customers, debt securities and
certificates of deposit in issue

Deposits from customers, debt securities (including
bonds and commercial bills) and certificates of
deposit in issue are carried at amortised cost.
Deposits from customers are recognised in the
statement of profit and loss over the period using
the effective interest method. Transaction costs on
debt securities (including bonds and commercial
bills) and certificates of deposit in issue are
presented in initial costs of liabilities and amortised
in the statement of profit and loss on a straight-line
basis over the period. Structured deposits comprise
principal and derivatives, and corresponding
accounting policies of derivatives are set out in
Note (s).

Other payables
Other payables are initially recognised at fair value

and subsequently recorded at amortised cost, or,
where the discount impact is insignificant, at cost.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(g)

(h)

Significant accounting policies (Continued)

Financial guarantee contracts and loan
commitments

A financial guarantee contract is a contract where
the issuer is obliged to make specified payments to
reimburse the contract holder for the loss arising
from a specified debtor’s failure to make payment
when due in accordance with the contractual terms.
The Bank provides banks, financial institutions and
other entities with financial guarantee contracts to
guarantee loans, overdrafts and other banking
facilities for customers.

Financial guarantee contracts are initially
recognised at fair value on the date when the
guarantee becomes effective. They are subsequently
measured at the higher of the amortised value of
the contracts and the amount of impairment
allowances determined under the ECL model at the
financial reporting date. The increase in liabilities
related to the contracts is recorded in the income
statement for the current period.

Loan commitments are commitments under which,
over the duration of the commitment, the Bank
provides a loan with pre-specified terms to the
customer. Loan commitments are provided for
impairment based on the ECL model. Impairment
allowances of financial guarantee contracts and
loan commitments are presented in “other
liabilities”.

Recognition, derecognition and write-off of
financial instruments

Recognition and derecognition

Purchases and sales of financial assets subsequently
measured at FVPL, securities measured at FVOCI
and amortised costs are recognised on the trade
date, the date on which the Bank purchases or sells
the assets. Loans and advances and other financial
assets (excluding investment securities that are not
quoted in an active market) are recognised when
cash is advanced to the counterparties. Financial
assets are derecognised when the rights to receive
cash flows from the financial assets have expired or
where the Bank has transferred substantially all
risks and rewards of ownership. When the Bank
neither transfers nor retains substantially all the
risks and rewards of ownership of the financial
asset, the Bank either continues to recognise the
transferred financial asset to the extent of its
continuing involvement if control remains or
derecognise it if there is no retained control.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(h)

Significant accounting policies (Continued)

Recognition, derecognition and write-off of
financial instruments (Continued)

Recognition and derecognition (Continued)

Liabilities held for trading, financial liabilities
designated at FVPL and debt securities and
certificates of deposit in issue are recognised on the
trade date. Deposits that are not designated at
FVPL are recognised when money is received from
customers, other liabilities are recognised when
such obligations arise. Financial liabilities are
derecognised from the balance sheet when and only
when the obligation specified in the contract is
discharged, cancelled or expires. If the Bank
purchases its own debt, it is removed from the
balance sheet, and the difference between the
carrying amount of a liability and the consideration
paid is included in profit or loss, except changes in
the own credit risk component for those designated
at FVPL.

Securities and bills sold to a counterparty with an
obligation to repurchase at a pre-determined price
on a specified future date under a repurchase
agreement are referred to as “repos”. Securities and
bills purchased from a counterparty with an
obligation to re-sell to the counterparty at a pre-
determined price on a specified future date, under a
resale agreement are referred to as “reverse repos”.

“Repos” or securities lending are initially
recognised as deposits from banks at the actual
amount of cash received from the counterparty.
Financial assets given as collateral for repurchase
agreements are not derecognised and are recorded
as financial assets at FVOCI or financial assets at
FVPL. “Reverse repos” or securities borrowings
with a “hold-to-collect” business model and
contractual cash flow of solely payments of
principal and interest on the principal outstanding
are initially recognised in the balance sheet as
deposits with banks or loans and advances, at the
actual amount of cash paid to the counterparty.
Financial assets received as collateral under reverse
repurchase agreements are not recognised on the
balance sheet. The difference between the sale and
the repurchase price is recognised as interest
income or interest expense over the life of the
agreements using the effective interest method.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(h)

®

®

Significant accounting policies (Continued)

Recognition, derecognition and write-off of
financial instruments (Continued)

Write-off

When a financial asset is unrecoverable, it is
written off against the gross carrying amount and
related allowances for impairment after all the
necessary procedures have been completed and the
amount of the loss has been determined. Such
written-off assets are still subject to write-off
activities. Amounts recovered after write-off are
recognised in the income statement against
impairment losses.

Fair value measurement principles

The fair value of financial instruments is based on
the quoted market price at the balance sheet date,
before deducting any estimated future costs to sale.
Financial assets are priced at the prevailing
purchase price, while financial liabilities are priced
at the prevailing selling price.

Where the discounted cash flow analysis is applied,
it is expected that the future cash flows are based
on management’s best estimate using a discount
rate at the market rate applicable to instruments
with similar terms and conditions at the balance
sheet date. Where other pricing models are used,
the market data at the balance sheet date will
prevail.

Provision for impairment of financial assets

Policies after 1 January 2022

The Bank assesses and recognises the ECL on the
following items at the financial reporting date: (i)
financial assets measured at amortised cost, (ii)
debt instrument investments measured at FVOCI,
and (iii) loan commitments and financial guarantee
contracts issued not measured at FVPL.

Financial assets measured at fair value, including
units in bond funds, equity securities measured at
FVPL, equity securities designated at FVOCI (non-
recycling) and derivative financial assets, are not
subject to the ECL assessment.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Policies after 1 January 2022 (Continued)

Measurement of ECL

ECL refers to the weighted average of credit losses
with the respective risks of a default occurring as
the weights. Credit loss refers to the difference
between all contractual cash flows discounted at the
original effective interest rate and receivable under
the contract and all cash flows expected to be
received, which is the present value of all cash
shortfalls.

The Bank calculates the ECL by three stages
according to the change of credit risk since the
initial recognition of financial instruments:

- Stage 1: Financial instruments with no
significant increase in credit risk since
initial recognition will be included in Stage
1, and their impairment allowances will be
measured according to the amount of ECL
of the financial instrument in the next 12
months;

- Stage 2: Financial instruments with
significantly increased credit risk since
initial recognition with no objective
evidence of impairment will be included in
Stage 2, and their impairment allowances
will be measured according to the lifetime
ECL of the financial instrument;

- Stage 3: Financial assets with objective
evidence of impairment on the financial
reporting date will be included in Stage 3,
and their impairment allowances will be
measured according to the lifetime ECL of
the financial instrument.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

@®

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Policies after 1 January 2022 (Continued)

Measurement of ECL (Continued)

For a financial instrument whose impairment
allowance has been measured in the previous
accounting period according to the lifetime ECL
amount of the financial instrument but it no longer
conforms to the situation of significant increase in
credit risk since the initial recognition on the
financial reporting date of the current period, the
Bank measures the impairment allowance of such
financial instrument on the financial reporting date
of the current period according to the ECL amount
in the next 12 months.

The ECL is remeasured at each reporting date to
reflect changes in the financial instrument’s credit
risk since initial recognition. Any change in the ECL
amount is recognised as an impairment gain/loss in
profit or loss. The Bank recognises an impairment
gain or loss for all relevant financial instruments
with a corresponding adjustment to their carrying
amount through a loss allowance account, except
for investments in debt securities that are measured
at FVOCI, for which the loss allowance is recorded
in the revaluation reserve.

The way the Bank measures the ECL of financial
instruments reflects:

- an unbiased probability weighted amount
determined by evaluating a range of
possible outcomes;

- time value of money;

- reasonable and supportable information
that is available without undue cost or
effort about past events, current situation
and forecasting on future economic
conditions.

It is not necessary to identify every possible
situation when measuring the ECL. However, the
Bank considers that the risk or probability of the
occurrence of credit loss has reflected the
possibility of the occurrence and non-occurrence of
credit loss, even though the possibility of credit loss
is very low.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

@

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Policies after 1 January 2022 (Continued)

Measurement of ECL (Continued)

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit-impaired (Stage 3), in
which case interest income is calculated based on
the amortised cost (i.e., the gross carrying amount
less loss allowance) of the financial asset.

The Bank evaluates the ECL based on forward-
looking information, and uses models and
assumptions in the measurement of ECL. These
models and assumptions involve future macro-
economic conditions and the credit record of the
borrower (e.g., possibility of default by customers
and losses therefrom).

The Bank wuses the following judgements,
assumptions and estimates in ECL measurement
according to the requirements of accounting
standards:

o Criteria to identify significant increase in
credit risk

o Definition of credit-impaired assets

. Modification of contractual cash flows

. Parameters for the measurement of ECL
o Forward-looking information
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Policies after 1 January 2022 (Continued)

Criteria to identify significant increase in
credit risk

The Bank assesses at each financial reporting date
whether the credit risk of relevant financial
instruments has increased significantly since the
initial recognition. In determining whether the
credit risk has increased significantly since the
initial recognition, the Bank gives consideration to
reasonable and supportable information that is
available without undue cost or effort, including
qualitative and quantitative analysis, external credit
risk rating and forward-looking information based
on the Bank's historical data. The Bank, based on
individual financial instruments or group of
financial instruments with similar credit risk
characteristics, determines the changes in risk of
default of financial instruments within the expected
lifetime by comparing the risk of default on the
financial reporting date with that at the initial
recognition date.

The Bank believes that the credit risk of financial
instruments has increased significantly when one
or more of the following quantitative, qualitative
criteria or limit indicators are triggered:

Quantitative criteria

o At the reporting date, the remaining
lifetime probability of default (“PD”) rises
by more than a certain percentage from
initial recognition.

Qualitative criteria

o Significant adverse change in debtor’s
operations or financial status;

o Special mention under the five categories;

o Early-warning customer list.

Backstop

o The payment of the debtor according to the

contract (including principal and interest)
has been overdue for more than 30 days.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

@®

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Policies after 1 January 2022 (Continued)

Definition of credit-impaired assets

Under IFRS 9, in order to determine whether credit
impairment occurs, the identification criteria
adopted by the Bank are consistent with the
internal credit risk management objectives for
relevant financial instruments, both of which
incorporate quantitative and qualitative indicators.
When assessing whether credit impairment occurs,
the Bank usually considers the following factors:

o significant financial difficulty incurred by
the issuer or debtor;

o a breach of contract by the debtor, such as
a default or delinquency in interest or
principal payment;

o the creditor, for economic or legal reasons

related to the debtor's financial difficulty,
grants to the debtor a concession;

o probable that the debtor will become
bankrupt or undergo other financial
reorganisation;

o the disappearance of an active market for

that financial asset because of financial
difficulties faced by the issuer;

o the purchase or origination of a financial
asset at a deep discount that reflects the
incurred credit losses;

o any of the debtor’s principal, advances,
interest or corporate bonds invested due to
the Bank are overdue for more than 9o
days.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Policies after 1 January 2022 (Continued)

Definition of credit-impaired assets
(Continued)

Financial assets may be credit-impaired due to the
joint effect of multiple events rather than separately
identifiable events. For credit-impaired financial
assets, the Bank mainly analyses the expected
future cash flows (including the realisable value of
the collateral held) under different circumstances
on the basis of individual financial assets, and
recognises the difference between the present value
discounted at the original effective interest rate and
the carrying amount as impairment losses or gains
in profit or loss for the current period.

Modification of contractual cash flows

The Bank modifies or renegotiates contracts with
counterparties, which resulted in changes in
contractual cash flows other than derecognition of
financial assets. Such contractual modifications
include loan extensions, modifications to
repayment schedules and changes in settlement
methods. When a contract modification does not
result in a material change nor derecognition of the
original financial asset, the Bank continues to
compare with the risk of default at initial
recognition under the original contract terms when
assessing the risk of default of the modified asset at
the reporting date, and recalculates the book
balance of the financial asset and recognises the
related gains or losses in profit or loss for the
current period. The recalculated book balance of
the financial asset is determined based on the
present value of the contractual cash flows to be
renegotiated or modified discounted at the original
effective interest rate of the financial asset.

The Bank monitors the follow-up situation of the
assets after the modification of contractual cash
flows. According to its judgements, the credit risk
of the assets after the contract modification has
been significantly improved. Therefore, the relevant
assets are transferred from Stage 3 or Stage 2 to
Stage 1, and the basis for calculating the loss
provision is changed from the lifetime ECL to 12-
month ECL.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2
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Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Policies before 1 January 2022

Loans and advances

If there is evidence that loans and advances cannot
be fully recovered, the Bank will make specific
provision for bad debts. Specific provision for bad
debts is made based on the difference between the
carrying amount of loans and advances and the
recoverable amount. The recoverable amount
includes the cash estimated from the guarantor and
from sales of loan collaterals. The Bank
appropriates 1% of the general provision for loans
as prescribed by the Monetary Authority of Macau,
and 40%, 80% and 100% of the specific provision
for loans according to the overdue terms of more
than 3 months but less than or equal to 12 months,
more than 12 months but less than or equal to 18
months and more than 18 months, respectively.
Changes in provision are recognised in profit or loss
for the current period.

Other financial assets

The Bank reviews the carrying amount of financial
assets at the end of each reporting period to
determine whether there is any indication that
these assets may be impaired. The carrying amount
of assets is reduced to the recoverable amount
when the recoverable amount is estimated to be
below the carrying amount. The recoverable
amount of assets (e.g., bonds) subject to
impairment assessment is determined on the basis
of the market price of the transaction.

Impairment losses are recognised in profit or loss
for the current period on a real-time basis. The
reversal of impairment losses is subject to the
carrying amount of assets that should have been
determined assuming that no impairment losses
were recognised in prior years. The impairment
losses reversed are recognised in profit or loss for
the current period in the year in which the reversal
is recognised.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2
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Significant accounting policies (Continued)
Offsetting financial instruments

Financial assets and financial liabilities are offset
and the net amount is reported in the balance sheet
when there is a legally enforceable right to offset
the recognised amounts and there is an intention to
settle on a net basis, or realise the asset and settle
the liability simultaneously.

(4)) Investments in associates

An associate is the entity over which the Bank has
significant influence but no control or joint control,
generally accompanying a shareholding of between
20% and 50% of the voting rights.

The Bank uses the equity method to account for
investments in associates, which are initially
measured at the initial investment cost and
subsequently adjusted according to its shares of
owners' equity of the investee. The share of gains or
losses is recognised in the statement of profit and
loss, and the share of movements in reserves is
recognised in reserves. The accumulated
movements subsequent to acquisition of associates
are adjusted against the cost of the investment.

Unrealised gains on transactions between the Bank
and its associates are eliminated to the extent of the
Bank’s interest in the associates. Unrealised losses
are also eliminated unless the transaction provides
evidence of impairment of the asset transferred.
Where necessary, appropriate adjustments will be
made to the accounting policies of associates in
preparing the financial statements to ensure that
they are consistent with those adopted by the Bank.

The share of losses in an associate will be
recognised at the carrying amount of investments,
unless the Bank has incurred obligations or made
payments on behalf of the associate. The difference
between the actual proceeds from sales or transfer
of investments in associates and the carrying
amount is recognised in profit or loss for the
current period.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2 Significant accounting policies (Continued)
(¢)) Investments in associates (Continued)

The Bank determines, on the financial reporting
date, whether there is any indication that equity
investments in associates may be impaired. Once
there is indication of impairment, an impairment
assessment is performed. The excess of carrying
amount of equity investments in associates over
their recoverable amount is recognised as
impairment losses. The recoverable amount is the
higher of fair value of equity investments in
associates less the cost of disposal and the present
value of the expected future cash flows.

BEWE (m) Investment properties
FEAE DR A A i 26 BOE AR (E Properties that are held for long-term rental gains
B e, TIEREEE. or for capital appreciation or both are classified as
investment properties.
BEMEVBUNAER 2. &Y Investment properties are recognised initially at
URTERRAR,, B AR R 5t cost. After initial recognition, investment properties
WESHERT = are measured at cost less accumulated
amortisation.
VIR (n) Properties and equipment and depreciation
WE R DU AR REH T E T Properties and equipment are stated in the balance
HEAER. BRI IGRM sheet at cost less accumulated depreciation.
() FEET AT AR R DA B ARV H Properties and equipment are depreciated after
AR, TR, write-off of the costs on a straight-line basis over
their estimated useful lives. The depreciation rates
are as follows:
- IRATHI3E - Bank properties B4 2% % 10% 2% to 10% per
annum
- B TR MIESE(RE - Renovation projects and £4F 33.33% 33.33% per
deferred maintenance annum
- WA EBERE K - Office furniture and equipment  £4E 5% % 50% 5% to 50% per
annum
-RH - Vehicles &4 20% 20% per annum

AR SEHE - U T SRAT AT 47 85 e
flio B3 Rl AR R 2 %
B T I AR S 3 e At TR T
SR AR RE , A AE AR
AENE R .

RT3 th 1 5 T th L0

o

Freehold land is not subject to any provision for
depreciation. Profit or loss on the sales of
properties and equipment is determined by the
difference between the net proceeds from sales and
their carrying amount and recognised in profit or
loss for the current period when incurred.

Bank properties consist of owner-occupied portion
and leased portion.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(o)

- Computer software

(p)

Significant accounting policies (Continued)
Intangible assets

Intangible assets are identifiable non-monetary
assets without physical substance owned and
controlled by the Bank, including computer
software and other intangible assets.

Computer software and other intangible assets are
presented at the actual cost on acquisition net of
accumulated amortisation and impairment
allowances and are amortised on a straight-line
basis over their estimated useful lives, which are
recorded in the income statement for the current
period. The amortisation and depreciation rate is as
follows:
R4 33.33% 33.33% per
annum

The Bank performs impairment assessment for
intangible assets at the financial reporting date. The
carrying amount of an intangible asset is reduced to
the recoverable amount when there are signs that
the recoverable amount is below the carrying
amount.

The recoverable amount of an intangible asset is
the higher of its fair value less the cost of disposal
and the present value of the future cash flows
expected to be derived from it.

Employee benefits

Salaries, annual bonuses, paid annual leave and
obligation for contributions to defined contribution
provident fund schemes are recognised as expenses
in profit or loss for the current period in the year in
which the employee provides the relevant services.

The expected cost of bonus payments is recognised
as a liability when the Bank has a present legal or
constructive obligation as a result of services
rendered by employees and a reliable estimate of
the obligation can be made.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(@

@)
@)

Significant accounting policies (Continued)

Impairment of non-financial assets of
investments in associates

The Bank reviews the carrying amount of non-
financial assets at the end of each reporting period.
The carrying amount of the assets is reduced to the
recoverable amount when there are signs that the
estimated recoverable amount is below the carrying
amount. The recoverable amount of an asset is the
higher of its fair value less the cost of disposal and
the present value of the future cash flows expected
to be derived from it. Impaired assets are reviewed
for possible reversal of the impairment at the end of
each reporting period. For investments in
associates, their recoverable amounts are
determined by management's valuations on an
appropriate valuation basis.

Impairment losses are recognised in profit or loss
for the current period on a real-time basis. The
reversal of impairment losses is subject to the
carrying amount of assets that should have been
determined assuming that no impairment losses
were recognised in prior years. The impairment
losses reversed are recognised in profit or loss for
the current period in the year in which the reversal
is recognised.

Income and expense recognition
Interest income and expense

Policies after 1 January 2022

Interest income and expense are recognised in the
income statement for all financial assets carried at
amortised cost and fair value through other
comprehensive income, and financial liabilities
using the effective interest method. Similar interest
income and expense arising from non-derivative
financial assets carried at fair value through profit
or loss are determined using similar method, but
excluding their transaction costs.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(r)

€y}

(2)

Significant accounting policies (Continued)

Income and

(Continued)

expense recognition

Interest income and expense (Continued)

Policies after 1 January 2022 (Continued)

For all hedge transactions where interest rate is the
hedged risk, interest income or interest expense
from hedged instruments such as fixed rate debt
securities or fixed rate subordinated notes are
disclosed on a net basis together with net interest
income/expense arising from the hedging
instrument such as interest rate swap.

Policies before 1 January 2022

Interest income from monetary bills of Monetary
Authority of Macau is recognised at the discount
paid and the effective interest rate.

The accumulated interest income from held-to-
maturity bonds, available-for-sale bonds, bonds
held for trading and certificates of deposit held is
recognised, and reconciliation of amortisation is
made for premiums at the time of purchase so that
rate of return for the period from the purchase date
to the maturity date remains unchanged.

Other than non-performing loans (Note 2(e)), the
accumulated other interest income is recognised in
the statement of profit and loss.

Non-interest income and expense

Policies after 1 January 2022

Income from service is recognised when the Bank
fulfils its performance obligation, either over time
or at a point in time on a basis when a customer
obtains control of the service.

Fee income from the service is recognised over time
at a fixed or variable price on a systematic basis
over the life of the agreement when the contract
requires services to be provided over time such as
account service and credit card fees, or recognised
at a point in time under transaction-based
arrangements when service has been fully provided
to the customer such as broking services and loan
syndication arrangement.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(r)

(2)

(s)

Significant accounting policies (Continued)

Income and

(Continued)

expense recognition

Non-interest income and expense (Continued)

Policies after 1 January 2022 (Continued)

Dividend income from financial assets is recognised
when the right to receive payment is established.

Non-interest expenses are charged to profit or loss
during the reporting period in which they are

incurred.

Policies before 1 January 2022

Income from service is recognised when the Bank
fulfils its performance obligation, either over time
or at a point in time on a basis when a customer
obtains control of the service.

Fee income from the service is recognised over time
at a fixed or variable price on a systematic basis
over the life of the agreement when the contract
requires services to be provided over time such as
account service and credit card fees, or recognised
at a point in time under transaction-based
arrangements when service has been fully provided
to the customer.

Dividend income is recognised when the right to
receive payment is established.

Non-interest expenses are charged to profit or loss
during the reporting period in which they are
incurred.

Derivatives

Derivatives mainly include the Bank’s spot,
forward, swap and option transactions in the
foreign exchange, equity and interest rate markets.

Certain derivative financial instruments embedded
in financial liabilities are treated as separate
derivatives when their economic characteristics and
risks are not closely related to those of the host
contract and the host contract is not carried at fair
value through profit or loss. These embedded
derivative financial instruments are measured at
fair value with changes in fair value recognised in
the statement of profit and loss.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

(s)

®

(w)

Significant accounting policies (Continued)
Derivatives (Continued)

Derivatives are initially recognised at fair value on
the date the derivative contract is entered into and
are subsequently measured at fair value. Gains or
losses arising from derivatives subsequently
measured at fair value are included in profit or loss
for the current period. All derivative financial
instruments are carried as assets when fair value is
positive and as liabilities when fair value is
negative.

Cash and cash equivalents

Cash and cash equivalents include cash and
balances and demand deposits at banks. For the
purposes of the cash flow statement, cash
equivalents are short-term (maturing at the original
maturity date of 3 months or less from the date of
acquisition) and highly liquid investments, which
can be converted into known amounts of cash on
demand and are subject to an insignificant risk of
changes in value.

Related parties

For the purposes of the financial statements, the
following parties may be deemed to be related
parties of the Bank:

@) a subsidiary and an associate of the Bank,
controlled by the Bank or controlling the
Bank;

(i) the main director or senior management of
the Bank and the corresponding person of
associates;

(iii) a company directly or indirectly controlled
by the person mentioned in the above item
(iD);

(iv) a company to which the Bank’s director

and/or supervisor belongs; and

W) a person who directly or indirectly holds
qualified equities in the Bank and a
company directly or indirectly controlled
by such person.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2

)
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Significant accounting policies (Continued)
Provisions

Provisions are recognised when the Bank has a
present legal or constructive obligation as a result
of past events, it is probable that an outflow of
resources embodying economic benefits will be
required to settle the obligation, and a reliable
estimate of the amount of the obligation can be
made.

Contingent liabilities

A contingent liability is a possible obligation that
arises from past events and whose existence will
only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events
not wholly within the control of the Bank. It can
also be a present obligation arising from past events
that is not recognised because it is not probable
that an outflow of economic resources will be
required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised as a
provision but is disclosed in the notes to the
financial statements. When a change in the
probability of an outflow occurs so that outflow is
probable, it will then be recognised as a provision.

Operating leases

Leases in which the lessor assumes the majority of
the risks and rewards associated with all rights are
classified as operating leases. Operating lease
payments are recognised in profit or loss for the
current period in each accounting year, and
contingent rentals are recognised as expenses in the
current period. If the Bank is the lessor, the rental
income from operating leases is recognised on a
straight-line basis over the lease term.

Accounting estimates and judgements

The Bank makes accounting estimates and
judgements that generally affect the carrying
amounts of assets and liabilities within the next
accounting year. Accounting estimates and
judgements are continually evaluated and are based
on historical experience and other factors,
including expectations of future events that are
believed to be reasonable under the circumstances.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Accounting estimates and judgements
(Continued)

In making critical accounting estimates and
judgements in the implementation of accounting
policies, the Bank has considered the impact of the
economic environment in the industry and region
in which the Bank operates.

The main areas where the carrying amounts of
assets and liabilities are affected by accounting
estimates and judgements are listed below. Actual
future results may be significantly different from
the accounting estimates and judgements described
below.

Measurement of ECL

Complex models and numerous assumptions are
used in measuring the ECL of financial assets
measured at amortised cost, debt instrument
investments measured at fair value through other
comprehensive income, as well as loan
commitments and financial guarantee contracts.
These models and assumptions involve future
macro-economic conditions and the credit
behaviours of the customers (e.g., possibility of
default by customers and losses therefrom).

It requires a lot of significant judgements to
measure ECL under relevant accounting standards,
such as:

- Classification of financial assets for
measuring ECL, with the exposures that
have similar credit risk characteristics
classified into the same group;

- Selection of appropriate models and
assumptions for measuring ECL;

- Determination of criteria to identify
significant increase in credit risk, default
and credit-impaired assets;

- Economic indicators, economic scenarios
and weighting used in the forward-looking
measurement for different types of
products; and

- Estimation of future cash flows for

impaired loans that are assessed on an
individual basis.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

3

Accounting estimates and judgements

(Continued)
Fair value of financial instruments

The fair value of financial instruments traded in an
active market is determined at the quoted market
price; and the fair value of those not traded in an
active market is determined by the Bank using
valuation techniques. These valuation techniques
include recent quoted market prices used,
observable prices of similar financial instruments,
and commonly used market pricing models. Where
possible, the Bank's valuation models for the fair
value of derivative financial instruments and other
financial instruments use observable market data.
The fair value calculated using valuation techniques
is verified based on industry practice and the prices
of the same or similar financial instruments in
current observable market transactions.

Taxation

The Bank is subject to Macau complementary tax.
Critical judgements are required in determining the
provision for Macau income tax. There are many
transactions and calculations for which the ultimate
tax determination is uncertain. The Bank
recognises liabilities for anticipated tax issues
based on estimates of whether additional taxes will
be due. Where the final tax outcome of these
matters is different from the amounts that are
initially recorded, such differences will impact the
provision for income tax and deferred tax in the
period in which such determination is made.

Depreciation of properties and equipment

The Bank makes estimates and assumptions on the
useful lives of properties and equipment. Internal
and external information is investigated on each
balance sheet date to assess whether the useful lives
of properties and equipment are appropriate and
relevant. If there is a material change in the
expected economic benefit pattern of such
properties and equipment, the depreciation method
must be changed to reflect the changed pattern, and
such change shall be recorded as a change in
accounting estimates and depreciation expenses for
the current and future periods shall be adjusted
accordingly.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

Financial risk management

The Bank is exposed to financial risks as a result of
engaging in a variety of business activities. The
principal financial risks are credit risk, market risk
(including foreign exchange risk and interest rate
risk) and liquidity risk. This note summarises the
Bank’s exposures to these risks, as well as its
objectives, risk management governance structure,
policies and procedures and the methods used to
measure these risks.

Financial risk management framework

The Bank’s risk management governance structure
is designed to cover all business processes and to
ensure various risks are properly managed and
controlled in the course of conducting business.
The Bank has a robust risk management
organisational structure with a comprehensive set
of policies and procedures to identify, measure,
monitor and control various risks that may arise.
These risk management policies and procedures are
regularly reviewed and updated to reflect changes
in markets and business strategies. Various groups
of risk takers assume their respective
responsibilities for risk management.

The Board of Directors, representing the interests
of shareholders, is the highest decision-making
authority of the Bank and has the ultimate
responsibility for risk management. The Board of
Directors, with the assistance of its committees, has
the primary responsibility for the formulation of
risk management strategies, risk appetite and risk
culture and ensuring that the Bank has an effective
risk management system to implement these
strategies.

The Risk Management Committee, a specialised
committee under the Board of Directors, performs
relevant responsibilities for comprehensive risk
management and makes recommendations to the
Board of Directors on the Bank’s overall risk
appetite and risk strategy. It checks the Bank’s
procedures and criteria for risk authorisation,
monitors the implementation of the Bank’s risk
management strategies, policies and procedures
and makes recommendations to the Board of
Directors. Meanwhile, it reviews the risk
management status of the Bank, conducts regular
assessments on the performance of risk
management and internal control responsibilities
by the Bank’s senior management, functional
departments and institutions, and puts forward
improvement requirements. The Audit Committee
assists the Board of Directors in fulfilling its role in
overseeing the internal control system.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

Financial risk management (Continued)

Financial risk management framework
(Continued)

The Bank’s senior management is responsible for
the day-to-day management of various types of
risks, and approving material risk exposures or
transactions within the authorities delegated by the
Board of Directors. Various units of the Bank have
their respective risk management responsibilities.
The Bank’s senior management and functional
departments manage all types of risks in an
integrated manner in accordance with the principle
of “centralised management”. Business units act as
the first line of defence while risk management
units, which are independent from the business
units, are responsible for the day-to-day
management of different kinds of risks. Risk
management units have the primary responsibility
for drafting, reviewing and updating various risk
management policies and procedures.

The Bank has put in place appropriate internal
control systems, including the establishment of an
organisation structure that sets clear lines of
authority and responsibility for monitoring
compliance with policies, procedures and limits.
Proper reporting lines also provide sufficient
independence of the control functions from the
business areas, as well as adequate segregation of
duties throughout the organisation which helps to
promote an appropriate internal control
environment.

Credit risk

Credit risk is the risk of loss that a customer or
counterparty is unable to or unwilling to meet its
contractual obligations. Credit risk exists in the
banking book, and from on- and off-balance sheet
transactions of the Bank. It arises principally from
lending, trade finance and treasury businesses.

Credit risk management framework

The Bank has formulated a comprehensive set of
credit risk management policies and procedures to
manage and control credit risk that may arise.
These policies and procedures are regularly
reviewed and updated to reflect changes in markets
and business strategies.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.1

Financial risk management (Continued)
Credit risk (Continued)
framework

Credit risk management
(Continued)

The Bank’s organisation structure establishes a
clear set of authority and responsibility for
monitoring compliance with policies, procedures
and limits.

The Risk Compliance Officer takes charge of all
aspects of credit risk management. Various units of
the Bank have their respective credit risk
management responsibilities. Business units act as
the first line of defence in risk management. The
Risk Management Department is responsible for
credit-granting approval and related due diligence,
and carries out credit risk related work with the
internal rating system of the parent bank. The
Credit Management Department is responsible for
providing an independent due diligence through
identifying, measuring, monitoring and controlling
credit risk to ensure the truthfulness, accuracy and
stability of credit asset quality and impairment
allowances. These two departments draft, review
and update various credit risk management policies
and procedures in accordance with their respective
functions. Back offices are responsible for credit
administration, providing operations support and
supervision on the implementation of prerequisite
terms and conditions of credit facilities.

The Board of Directors delegates credit approval
authority to the Chief Executive. The Chief
Executive can further delegate to the subordinates
within his limit authorised by the Board of
Directors. The Bank sets the limits of credit
approval authority according to the credit business
nature, rating, the level of transaction risk, and the
extent of the credit exposure.

Credit risk measurement and control
In view of the rapidly changing market conditions,
the Bank has been continuously revisiting its credit

strategies and conducting rigorous reviews on the
concerned portfolios.

77



FEERTT (BRFD BHERAR

FA TR I

4 SRlE R E ()

41 FRERGE)
Rk

ENGIE-9 RN T RS R g i
H R B AR PR P AN R 045 B g 1k e
EfERE. HERPERZRTREART
A TR AR 1) S R A, &
SEAT N m &/ P g B BN SR
ENLEPEE. FEERL 0T
T B ASE METZEER. A
NEH AT R AR 258 28 A AT
M ABUEATE R AR . AMTE
JE B U AR5 NP
A5 25 AR R TR &S SR (i )
SR E B # .

AAT IR R B SR RS
N PR AR R TS SR (e ) 7
SRR R G R RREHRE L
o S AR B PSR HE & HEAE i
TR D AT i (LR S5 11 2 A0 P JEL oy
TURIETALT S ) A v B AH ) 2
B BT E e .

A5 B R SR AR A5 S s AL M
EEW, WEBATERET AEE
JE BRI R, SR EEIR T, Bl
HHFFEEEEE R,

AATHE LT, il &)L
A2 5y T S A I R A5 B R B £ o
B, WEES - ZHHTHEER
b, FEEEMAGER. EERE
R, E W R AT B
BEE ¥t o

TR EERBE, TERE
JEE 1 JER g 50 U R

[IEH ] RIERERHNGEHET S
[, A & BEER R A S LA
SRR LHREIE, BAERA
BUE REBAE B o

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.1

Financial risk management (Continued)
Credit risk (Continued)
Loans

Different credit approval and control procedures
are adopted according to the level of risk associated
with the customer, counterparty or transaction. The
Credit Assessment Committee is an important
organisational structure of the Bank's credit
decision-making mechanism, whose members are
appointed among the senior/middle management
and professionals in the Bank. Retail internal rating
systems are deployed in the risk assessment of
retail credit transactions, including residential
mortgage loans under retail exposures, personal
loans and credit cards, etc. Loan grades, debtor and
facility ratings as well as loss estimates (if
applicable) are used to support credit approval.

The Bank also uses loan grades, debtor ratings and
loss estimates (if applicable) to support credit
monitoring, reporting and analysis of credit risk
information. Retail risk exposures are monitored
and assessed in multiple dimensions including
product, occupation, collateral value, etc. In
addition, more comprehensive review is required
for obligors being identified under high-risk pools.

The Credit Management Department provides
regular credit risk management information reports
and ad hoc reports to the Board of Directors and
senior management of the Bank to facilitate their
continuous monitoring of credit risk.

In addition, the Bank identifies credit
concentration risk by industry, geography,
customer or counterparty. The Bank monitors
changes to every counterparty credit risk, quality of
the credit portfolio and credit risk concentrations,
and reports regularly to the Bank’s management.

The Bank classifies the credit assets by risk with
reference to the Monetary Authority of Macau’s
regulations, as below:

“Pass” represents that the debtor is able to perform
the contract, there is no objective evidence that the
principal and interest cannot be repaid in full and
on time, and there are no signs of credit
impairment of the assets.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.1

Financial risk management (Continued)
Credit risk (Continued)
Loans (Continued)

“Special Mention” represents that the debtor is
currently capable of repaying the principal and
interest, etc., and the assets have not suffered credit
impairment, but there are some factors that may
adversely affect the performance of the contract.

“Substandard” represents that the debtor displays a
definable weakness in its ability to repay, it is no
longer able to fully repay the principal and interest
by relying on its normal income, and the assets
have suffered credit impairment.

“Doubtful” represents that the debtor has been
unable to fully repay the principal and interest, etc.,
and the assets have suffered significant credit
impairment.

“Loss” represents that only a minor portion of the
assets can be recovered or all of the assets cannot
be recovered after all possible measures or all
necessary legal procedures have been taken.

Debt securities and derivatives

For investments in debt securities, the debtor
ratings or external credit ratings and credit limits
setting on customer/security issuer basis are used
for managing credit risk associated with the
investment. For derivatives, the Bank sets customer
limits to manage the credit risk involved and
follows the same approval and control processes as
applied for loans. On-going monitoring and stop-
loss procedures are established.

Settlement risk arises mainly from foreign
exchange transactions with counterparties and also
from derivative transactions in any situation where
a payment in cash, securities or equities is made in
the expectation of a corresponding receipt in cash,
securities or equities. Daily settlement limits are
established for each counterparty or customer to
cover all settlement risks arising from the Bank’s
market transactions on any single day.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.1

Financial risk management (Continued)
Credit risk (Continued)
Debt securities and derivatives (Continued)

Financial instruments are in default when one or
more events that have a detrimental impact on the
estimated future cash flows have occurred such as
past due for more than 9o days or the borrower is
unlikely to pay in full for the credit obligations to
the Bank.

Credit-impaired financial instruments are classified
as Stage 3 and lifetime ECL will be recognised.
Evidence that a financial instrument is credit-
impaired include observable data about the
following events:

- Significant financial difficulty incurred by
the borrower;
- A breach of contract, such as a default or

delinquency in principal or interest
payment;

- For economic or contractual reasons
related to the borrower’s financial

difficulty, the Bank has granted to the
borrower a concession that it would not
otherwise consider;

- Probable that the borrower will become
bankrupt or undergo other financial
reorganisation; or

- Other observable data indicating that there
is a measurable decrease in the estimated
future cash flows from such financial
instruments.

Deposits with banks

For deposits with banks, the Bank mainly considers
the scale, financial position and internal and
external credit risk rating results of other banks and
financial institutions to determine the credit status
of interbank customers. During the business
duration, comprehensive analysis and monitoring
management are made on internal and external
factors that may affect the customer's ability to
continue as a going concern and risk-taking
capacity, and corresponding control measures are
implemented.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.1

1)

(2)

Financial risk management (Continued)
Credit risk (Continued)
Measurement of ECL

The Bank evaluates the ECL based on forward-
looking information, and uses several models and
assumptions in the measurement of ECL. These
models and assumptions involve future macro-
economic conditions and the credit record of the
borrower (e.g., possibility of default by customers
and losses therefrom). The Bank uses the following
judgements, assumptions and estimates in ECL
measurement according to the requirements of
accounting standards:

- Measurement of ECL on the group basis
with reference to credit risk characteristics

- Criteria to identify significant increase in
credit risk

- Definition of default and credit-impaired
assets

- Parameters for the measurement of ECL

- Forward-looking information

Measurement of ECL on the group basis with
reference to credit risk characteristics

The Bank has classified exposures with similar risk
characteristics when measuring ECL on the group
basis. When determining the groups, the Bank has
obtained sufficient information to ensure their
statistical reliability. Among them, the Bank
measures retail loans on the group basis,
considering credit rating ranges, product types and
customer types.

Criteria to identify significant increase in credit risk

The Bank assesses at each financial reporting date
whether the credit risk of relevant financial
instruments has increased significantly since the
initial recognition. In determining whether the
credit risk has increased significantly since the
initial recognition, the Bank gives consideration to
reasonable and supportable information that is
available without undue cost or effort, including
qualitative and quantitative analysis, external credit
risk rating and forward-looking information based
on the historical data. The Bank, based on
individual financial instruments or group of
financial instruments with similar credit risk
characteristics, determines the changes in risk of
default of financial instruments within the expected
lifetime by comparing the risk of default on the
financial reporting date with that at the initial
recognition date.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.1

(2)

Financial risk management (Continued)
Credit risk (Continued)
Measurement of ECL (Continued)

Criteria to identify significant increase in credit risk
(Continued)

The Bank believes that the credit risk of financial
instruments has increased significantly when one
or more of the following quantitative, qualitative
criteria or limit indicators are triggered:

Quantitative criteria

At the financial reporting date, the credit risk is
deemed to increase significantly when the
remaining lifetime PD is higher than a certain level
and rises by more than a certain range from initial
recognition, reflected as drop in credit rating by
corresponding number of levels according to the
different PD at initial recognition for products. If
the PD at initial recognition for corporate
customers is higher than a certain threshold value,
such as 1%, in most cases, when the credit rating
drops by 4 levels, the credit risk is deemed to
increase significantly.

Qualitative criteria

- Significant adverse change in debtor’s
operations or financial status;

- Special mention under the five categories;

- Incorporated in the Bank’s early-warning
customer list.

Backstop

- The payment of the debtor according to the
contract (including principal and interest)
has been overdue for more than 30 days.

The Bank has made arrangements on deferred
repayment of principal and interest for debts of
some debtors affected by the COVID-19 pandemic.
For the above-mentioned loans subject to deferred
repayment of principal and interest, the Bank
classifies the loan risks according to the actual
situation of the borrower and the substantial risk
judgement of the business, but will not take the
arrangement on deferred repayment of principal
and interest as the basis for automatically
triggering a significant increase in the debtor's
credit risk.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.1

3)

Financial risk management (Continued)
Credit risk (Continued)

Measurement of ECL (Continued)
Definition of default and credit-impaired assets

When a financial asset is credit-impaired, the Bank
defines the financial asset as in default. To
determine whether credit impairment occurs, the
identification criteria adopted by the Bank are
consistent with the internal credit risk management
objectives for relevant financial instruments, both
of which incorporate quantitative and qualitative
indicators. When assessing whether credit
impairment occurs, the Bank usually considers the
following factors:

- significant financial difficulty incurred by
the issuer or debtor

- a breach of contract by the debtor, such as
a default or delinquency in interest or
principal payment

- the creditor, for economic or legal reasons
related to the debtor's financial difficulty,
grants to the debtor a concession

- probable that the debtor will become
bankrupt or undergo other financial
reorganisation

- the disappearance of an active market for
that financial asset because of financial
difficulties faced by the issuer

- the purchase or origination of a financial
asset at a deep discount that reflects the
incurred credit losses

- any of the debtor’s principal, advances,
interest or corporate bonds invested due to
the Bank are overdue for more than 9o
days.

Financial assets may be credit-impaired due to the

joint effect of multiple events rather than separately
identifiable events.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.1

(4)

Financial risk management (Continued)
Credit risk (Continued)

Measurement of ECL (Continued)
Parameters for the measurement of ECL

The Bank measures the impairment allowances of
different assets based on the 12-month ECL or the
lifetime ECL by taking into consideration whether
the credit risk has increased significantly and
whether the credit impairment has occurred. Key
parameters for measuring the ECL include PD, loss
given default and exposure at default. Based on the
Basel New Capital Accord system used in current
risk management, the Bank, in accordance with the
requirements of IFRS 9, establishes the PD, loss
given default and exposure at default model by
taking into account the quantitative analysis of
historical statistics (such as counterparty rating,
guarantee method and collateral category) and
forward-looking information. Relevant definitions
are as follows:

- PD refers to the likelihood that a debtor
will be unable to meet its debt obligations
in the next 12 months or throughout the
remaining lifetime.

- Loss given default refers to the Bank's
expectation of the extent of the losses
caused by exposure at default . Loss given
default varies according to the type of
counterparty, the manner and priority of
recourse, and the different types of
collateral.

- Exposure at default refers to the amount
that the Bank should be repaid in the event
of default in the next 12 months or
throughout the remaining lifetime.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.1

4

Financial risk management (Continued)
Credit risk (Continued)
Measurement of ECL (Continued)

Parameters for the measurement of ECL

(Continued)

For credit-impaired financial assets with amounts
that are individually significant, the Bank mainly
analyses the expected future cash flows (including
the realisable value of the collateral held) under
different circumstances on the basis of individual
financial assets, and recognises the difference
between the present value discounted at the
original effective interest rate (the credit-adjusted
effective interest rate for purchased or originated
credit-impaired financial assets) and the carrying
amount as impairment losses or gains in profit or
loss for the current period. For impaired loans that
are individually assessed for the measurement of
ECL, estimation of future cash flows plays a vital
role. Factors affecting this estimate include, among
other things, the financial position of specific
borrowers, risk mitigation methods, industry
trends and future operating performance of specific
borrowers, and cash flows from the sales of
collateral.

(5) Forward-looking information

The assessment of significant increase in credit risk
and the calculation of ECL involve forward-looking
information. For the assessment of ECL as at 31
December 2022, the Bank considered the impact of
changes in the current economic environment on
the ECL model, including the debtor’s operating
conditions and financial position as well as its
exposure to the COVID-19 pandemic, the impact of
environmental and climate changes, and the risks
of specific industries affected by the COVID-19
pandemic.

The Bank relies on the analysis of historical data to
identify the main macro-economic indicators
affecting the credit risk and ECL of each business
type, such as the Gross Domestic Product (“GDP”)
in the relevant country or region, completed fixed-
asset investment, Producer Price Index (“PPI”), the
residential housing price index and Consumer Price
Index (“CPT”).
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.1

(5)

Financial risk management (Continued)
Credit risk (Continued)

Measurement of ECL (Continued)
Forward-looking information (Continued)

The impact of these economic indicators on PD and
loss given default varies among different business
types. The Bank applies expert judgements in this
process. Based on the results of expert judgements,
the Bank considers the actual situation of each
region, regularly forecasts these economic
indicators, such as GDP growth rate,
unemployment rate and inflation, and determines
the impact of these economic indicators on the PD
and loss given default through regression analysis.

The Bank takes leverage of statistical analysis and
the results of expert judgements to determine
economic forecasts and their weights under a
variety of scenarios, including “benchmark”,
“favourable” and “unfavourable” economic
scenarios, while considering the situation under
pressure conditions. The Bank measures the
relevant impairment allowances based on the ECL
weighted by different scenarios.

Collateral held as security and other credit
enhancements

The valuation and management of collateral have
been documented in the credit risk management
policies and procedures which cover acceptance
criteria, validity of collateral, loan-to-value ratio,
haircut ratio, valuation and insurance, etc. The
collateral is revalued on a regular basis, though the
frequency and the method used varies with the type
of collateral involved and the nature and the risk of
the underlying credit. Collateral is insured with the
Bank as the primary beneficiary. In the personal
loan sector, the main types of collateral are real
estate, cash deposits and securities.

For loans guaranteed by a third party, the Bank will

assess the guarantor’s financial condition, credit
history and ability to meet obligations.
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BANK OF CHINA (MACAU) LIMITED
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4
4.1

GV

Financial risk management (Continued)
Credit risk (Continued)
Credit exposures

The maximum credit exposure is the worst case
scenario of exposure to the Bank without taking
into account any collateral held or other credit
enhancements. For on-balance sheet assets, the
maximum credit exposure equals their carrying
amount. For letters of guarantee issued, the
maximum credit exposure is the maximum amount
that the Bank could be required to pay if the
guarantees are called upon. For loan commitment
and other credit related liabilities, the maximum
credit exposure is the full amount of the committed
facilities. For the amounts of relevant maximum
credit exposures, refer to Note 4.3(C)(c).

The nature of the collateral held and other credit
enhancements and their financial effect to the
different classes of the Bank’s financial assets are as
follows.

Balances and deposits with banks and other
financial institutions

These exposures are generally considered to be low
risk due to the nature of the counterparties.
Collateral is generally not sought on these assets.

Loans and other accounts, loan
commitments and financial guarantee
contracts

Loans and other accounts, loan commitments and
financial guarantee contracts are collateralised to
the extent considered appropriate by the Bank
taking account of the risk assessment of individual
exposures. The collateral coverage of loans to
customers is analysed on pages 55 to 56. Regarding
the commitments that are unconditionally
cancellable without prior notice, the Bank would
assess the necessity to withdraw the credit line in
case where the credit quality of a borrower
deteriorates.
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4 Financial risk management (Continued)

4.1 Credit risk (Continued)

3B) Loans and other accounts

SRR Y i A 2 A B S A AR

THA% S AR B R

Gross loans and other accounts before impairment

allowances are summarised by product type as

follows:
2022 2021
THM T T
MOP’000 MOP’000
BPEEXK Loans to customers
A Personal
- %48 - Mortgages 87,852,980 87,712,814
-fEHFR - Credit cards 390,056 337,570
- HAh - Others 55,806,635 51,797,175
] Corporate
- 3R - Commercial loans - 269,005,579
- Bh - Trade finance - 29,492,493
2O % Trade bills - 4,539,158
SRAT Je HoAth S B HERE B 3K Loans to banks and other
financial institutions - 1,148,562
144,049,671 444,033,351
JEETAE Accrued interest ANE S/
2,599,695  Not applicable
146,649,366 444,033,351

AWIERIH 2 B, ARG
AE I LA AREGE, RIBIEE
B ZHE W MEE 2 B
A Ho — o W S ) R TR
EOE, RAUBIPEE i . 23 R
B2 B O A NI I E
R, ARAER AR AR R, B
A EUH AR N R 2 iR
AERAH, TRFIEE R . R
ZAYERITELR, RIER € 258
=FEBL TRAR L EHRAE IR

Loans with a specific repayment date are classified
as overdue when the principal or interest is past
due and remains unpaid. Loans repayable by
regular instalments are classified as overdue when
an instalment payment is past due and remains
unpaid. Loans repayable on demand are classified
as overdue either when a demand for repayment
has been served on the borrower but repayment has
not been made in accordance with the instruction
or when the loans have remained continuously to
exceed the approved limit that was granted to the
borrower. Loans classified as Stage 3 may not
necessarily result in impairment loss where the
loans are fully collateralised.
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4 SRR E ) 4 Financial risk management (Continued)
41 EERERGE 4.1 Credit risk (Continued)
(B) EBIHEAMERIHGEE) (B) Loans and other accounts (Continued)
$EBUIRAE YE M T 2 AR B R HAh R Gross loans and other accounts before impairment
THZ N85 B et 802 S B4y fr allowances are analysed by internal credit rating
e and stage classification as follows:
2022 2021
a2 BB = M5t “asT
Stage 1 Stage 2 Stage 3 Total Total
TP T T THFTC TP
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
Loans to
EFB&R customers
EH# Pass N/
144,621,242 - - 144,621,242 Not applicable
2PE3 Special mention A/
- 1,406,188 - 1,406,188 Not applicable
W Substandard AR/
- - 219,974 219,974 Not applicable
T Doubtful A/
- - 168,338 168,338 Not applicable
EiZUN Loss PRSI
- - 233,624 233,624 Not applicable
— & General A/ AN/ AN/ @A/ 442,357,236
Not applicable Not applicable Not applicable Not applicable
K Special A/ A/ e/ AN/ 1,676,115
Not applicable Not applicable Not applicable Not applicable
144,621,242 1,406,188 621,936 146,649,366 444,033,351
THIME 4R/ ECL/Impairment
JRAE AR allowances (622,618) (168,691) (256,717) (1,048,026) (5,831,245)
143,998,624 1,237,497 365,219 145,601,340 438,202,106
(a) WEHEK (a) Impaired loans
WAH % P BT T Impaired loans to customers are analysed as
follows:
2022 2021
TP T
MOP’000 MOP’000
&P B R Gross loans to customers 621,936 1,676,115
5% P BB E I Percentage of gross loans to
customers 0.42% 0.38%
% 3 BB TEEANME F#ER /e Stage 3 ECL/specific
T HEfG 4 provisions 256,717 1,053,200
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4 Financial risk management (Continued)

4.1 Credit risk (Continued)

B) Loans and other accounts (Continued)

(a) Impaired loans (Continued)

Impaired loans to customers represent loans which
are either classified as “substandard”, “doubtful” or

[HER ] BaREi A =B “loss” under the Bank’s classification of loan
B quality, or classified as Stage 3.

IRAE YE A O 5 I B R AR A

fRfE-

R HEAH 6 7 2 R RE
PR AR A

EIRAT IR 5 B IR B
FHEX

IR TR A 2 A
EIRNEE N

A 2022 4 12 A 31 H, #AEWME
2 B BB AERAT & Hofh & mi R

Hik(2021 F: ).

The impairment allowances were made after taking

into account the value of collateral in respect of the

credit-impaired loans.

2022 2021
TFTIC TMFTIT
MOP’000 MOP’000
Current market value of
collateral held against the
covered portion of
impaired loans to
customers 796,422 801,623
Covered portion of impaired
loans to customers 424,496 405,044
Uncovered portion of
impaired loans to
customers 197,440 1,271,071

institutions (2021: Nil).

As at 31 December 2022, there were no impaired
trade bills and loans to banks and other financial
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NOTES TO THE FINANCIAL STATEMENTS

4 Financial risk management (Continued)
4.1 Credit risk (Continued)

B) Loans and other accounts (Continued)

(b) Loans overdue for more than three months

The gross amount of loans overdue for more than
three months is analysed as follows:

2022 2021
BH AR F AR AR (RSN =5
TWMT AEES T REASH

Percentage of Percentage of

Amount gross loans to Amount gross loans to
MOP’000 customers MOP’000 customers
HEBHMEE, © Grossloansto
- customers which
have been
overdue for:
- i 3 H{EA#E - six months or less
it 6 i A but over three
months 110,032 0.08% 89,764 0.02%
- i 6 flil H{HAE - one year or less
i1 but over six
months 140,821 0.10% 30,518 0.01%
- 1 - over one year 231,258 0.16% 953,331 0.21%
iR 3 A2 Loans overdue for
B over three months 482,111 0.33% 1,073,613 0.24%
¥ 3B TREIMIMME  Stages
FRARR [ 1 E A ECL/specific
% provisions 193,796 830,053
2022 2021
THM T T
MOP’000 MOP’000
Mt LAE RN EZERZS  Current market value of
B HAT T collateral held against the
covered portion of such
loans to customers 588,496 417,845
FRERMSEECZFE  Covered portion of such
K loans to customers 286,607 196,344
LIRRAEIRIFNEZZES  Uncovered portion of such
B loans to customers 195,504 877,269
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4
4.1
(B)
(b)

()

Rescheduled loans
to customers net

Financial risk management (Continued)
Credit risk (Continued)
Loans and other accounts (Continued)

Loans overdue for more than three months
(Continued)

Collateral held against overdue or impaired loans is
principally represented by charges over business
assets such as commercial, residential premises and
vessels for corporate loans and mortgages over
residential properties for personal loans.

As at 31 December 2022 and 31 December 2021,
there were no trade bills and loans to banks and
other financial institutions overdue for more than
three months.

Rescheduled loans
2022 2021
(e 98- F ¢ (LE-955= -4
G MEE I | HRHE T
Percentage Percentage
of gross of gross
loans to loans to
Amount customers Amount customers
TN T T o
1,111 0.00077% 1,244 0.00028%

Rescheduled loans are those loans that have been
restructured and renegotiated between the bank
and borrowers because of deterioration in the
financial position of the borrower or the inability of
the borrower to meet the original repayment
schedule, and the revised repayment terms, either
of interest or the repayment period, are “non-
commercial” to the Bank. Rescheduled loans, which
have been overdue for more than three months
under the revised repayment terms, are included in
“Loans overdue for more than three months”.
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BRI RE NOTES TO THE FINANCIAL STATEMENTS
4 SRR EE () 4 Financial risk management (Continued)
4.1 EBAMBED) 4.1 Credit risk (Continued)
(B) EBFREEMREGEE) (B) Loans and other accounts (Continued)
d FFEXEYE (d) Concentration of loans to customers
@) BATENM B F P REEE G) Sectoral analysis of gross loans to customers
2022
HCH L
FAhHCH JRAE A -
BRERK BHEZ IREE K ERIERGE G B A
HEH Epadia A Big:] =PSB 192
% covered by Impairment Impairment
Gross loans to collateral or Gross allowances - allowances -
customers other security impaired loans Overdue Stage3  Stages1and 2
T T T T T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’ 000
PN Personal loans 136,635,175 91.25% 589,393 1,517,093 242,073 740,971
P UAMEF 2 &5 Loans for use outside Macau 7,414,496 87.36% 32,543 143,208 14,644 50,338
B PR Gross loans to customers 144,049,671 91.05% 621,936 1,660,301 256,717 791,309
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BB MR NOTES TO THE FINANCIAL STATEMENTS
4 SRR E ) 4 Financial risk management (Continued)
41 EERERGE 4.1 Credit risk (Continued)
(B) EBIHEAMERIHGEE) (B) Loans and other accounts (Continued)
d FFEFEFEGE) (d) Concentration of loans to customers
(Continued)
@) AT BB P BRBEGEE) G) Sectoral analysis of gross loans to
customers (Continued)
2021
Bk CL A B
BIKHEEE B HGK R A
Gross loans ~ Overdue loans Specific
and advances and advances provisions
TN TEM T TN
MOP’000 MOP’000 MOP’000
Rk Fishery and agriculture 4,391,943 10 -
PRIE T35 Mining 8,724,786 - -
g T3 Manufacturing
- R - Food and beverage 4,493,638 - -
- R - Garment 1,032,349 9,904 7,426
- FoAth #7548 - Other textiles 97,315 791 791
- R - Leather products 3,278 - -
- A - Furniture 110,444 - -
- AR BRI B R E - Paper, printing and
publishing 968,251 932 373
-t R - Toys 271,029 1,061 424
-fERR, EREETHSE - Machinery, electrical
appliances and
electronic products 22,451,212 - -
- Ni&fe - Artificial flowers 313 - -
- HoAth (LA ERIR ) - Others (not mentioned
above) 11,434,331 - -
ESVANETR: 1SS Electricity, gas fuels and
water 8,395,188 202,404 202,404
BERAILTRE Construction & public
projects 57,633,918 67,029 29,373
ELEFEZ S Wholesale and retail
trade 41,815,812 520,332 511,846
WM. 488, )5 AR Restaurants, hotels and
EES related industries 19,024,967 12,101 4,846
T A mER Transportation,
warehousing and
communication 12,683,160 374,103 215,197
B s SR Non-monetary financial
institutions 91,905,345 21,723 17,379
= Exhibition 898,287 - -
HE Education 659,043 - -
&k Information technology 287,508 1,229 1,229
HAbAT 3 Others 16,903,674 33,544 1,021
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4 SRR E ) 4 Financial risk management (Continued)
41 EERERGE 4.1 Credit risk (Continued)
(B) EBIHEAMERIHGEE) (B) Loans and other accounts (Continued)
(A FEFEZEFEGE (d) Concentration of loans to customers
(Continued)
@) AT BB P BRBEGEE) G) Sectoral analysis of gross loans to
customers (Continued)
2021
Bk CIEHAM &R
PO Rk HERIME
Gross loans ~ Overdue loans Specific
and advances and advances provisions
T oo T oo T o0
MOP’000 MOP’000 MOP’000
PN~ - Personal loans
- EN s = 4 B - Personal residential
mortgage loans 87,712,815 162,948 4,706
- {5 R E&REEEF B H - Credit card balance
1) (interest-bearing
portion) 337,570 42,500 19,100
- REEK - Car loans 2,432 2,432 2,432
- HAbfE N B 2K - Other personal loans 51,794,743 223,072 34,653
444,033,351 1,676,115 1,053,200
Gi) FHEEBSEZEF BREE (ii) Geographical analysis of gross loans to
customers
NHIBTA % P B 3 R 85 The following geographical analysis of loans to
B G TF- 2 Freth, I customers is based on the locations of the
JE SRR R 2. AR P kI counterparties, after taking into account the
PR FTE L BRA 5 FrfE AN ], R transfer of risk. For the loan to a customer
RS RS 2 P RN e+ . guaranteed by a party situated in a location
different from the customer, the risk will be
transferred to the location of the guarantor.
P RREHE Gross loans to customers
2022 2021
TP T
MOP’000 MOP’000
P Macau 140,792,899 249,068,005
T Hong Kong 130,287 23,919,348
HH [ Chinese Mainland 3,123,798 142,518,045
HAth Others 2,687 28,527,953
144,049,671 444,033,351
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4 Financial risk management (Continued)
4.1 Credit risk (Continued)

B) Loans and other accounts (Continued)

(@ Concentration of loans to customers
(Continued)

BB BRSO EZ KB4 (i) Geographical analysis of gross loans to

(€::)) customers (Continued)
AR Overdue loans
2022 2021
THM T T 7
MOP’000 MOP’000
F Macau 1,588,663 700,761
i Hong Kong 33 363,789
e Py 3 Chinese Mainland 71,605 215,739
HoAth Others - 395,826
1,660,301 1,676,115
W el B (C) Repossessed assets
AATIA 2022 F K 2021 FRPE The Bank had no repossessed assets as at the end of
A W inl & E . 2022 and 2021.
CLER- R SUN A A When the repossessed assets are not readily
Wy, AT HAE DL 21 7 g convertible into cash, the Bank may consider the
jiz: following alternatives:

- BB
SRR E O
5

- ZHAE R A

- adjusting the selling prices

B8 - selling the loans together with the assets

- arranging loan restructuring
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4 SRR E ) 4 Financial risk management (Continued)
41 EERERGE 4.1 Credit risk (Continued)
(D) ERITRHEMESEEHEY &6 KE (D) Balances and deposits with banks and other
R financial institutions
PEBURAE HE M T 2 AR SRAT e HoAh 45 Balances and deposits with banks and other
R RE < 45 6 I BRAE 0L N S financial institutions before impairment allowances
BEFA L BBt T are analysed by internal credit rating and stage
classification as follows:
2022 2021
BB BEE PR “EET HaEtT
Stage 1 Stage 2 Stage 3 Total Total
T T T TP T
MOP’ 000 MOP’000 MOP’ 000 MOP’ 000 MOP’ 000
1B Pass 65,347,679 - - 65,347,679 489,691,768
[2Pa3 Special mention - - - - _
REALELLAT Substandard or
below - - - - _
65,347,679 - - 65,347,679 489,691,768
TR A M Impairment KR/
allowances (584) - - (584) Not applicable
65,347,095 - - 65,347,095 489,691,768
(E) EH#EzIFRH (E)  Debt securities and certificates of deposit

AAT 275 N SRR T 4 5w
I S A7 KRR 5 B R I AT R
i, N E AR H AR A7
i MR T M 2 A1 #8435 FH A8 1) 23

The Bank continuously monitors the credit risk of
its debt securities and certificates of deposit with
reference to internal and external ratings. The
carrying amounts of debt securities and certificates

Wr: of deposit based on external credit ratings as at the
balance sheet date are analysed as follows:
2022 2021
TMFTIC TMFTIT
MOP’000 MOP’000
Tt S Available-for-sale
securities

AV L Higher than A (inclusive) RiEF/
Not applicable 50,535,108

AT Lower than A REA/
Not applicable 28,764,231

NI/
Not applicable 79,299,429
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B ERRMRE NOTES TO THE FINANCIAL STATEMENTS
4 SRR E ) 4 Financial risk management (Continued)
41 EERERGE 4.1 Credit risk (Continued)
(B) E¥EFIFZRGE) (E) Debt securities and certificates of deposit
(Continued)
2022 4F 2021 4
2022 2021
TP T
MOP’000 MOP’000
FHEEIHES Held-to-maturity bonds
AV L Higher than A (inclusive) RigFg/
Not applicable 10,887,092
F AR Unrated KR/
Not applicable 2,102,635
T
Not applicable 12,989,727
- 92,289,156

F) EEFEMAEEOERERER @)

2022 4, Bl R B A AT H R
BB JE, AEV S B W KR,
HE W7 T il 9 2 155 7 SR AE SR AL K I
B, B RRE RE B IR AT
IRTEIMBEER . AT CEREL— R
R 47 11 it LA SR 15 71 2R (AN
HIRE B AN E 1 -

- FATH A B E R A EN L
T & F AT — R HAT
VR it A A6 A L T 35 114
S R g B e ) 5 8
AT VR 955 T S 9033 B
AR R T 3R R O
1, DISEES AR 2 5 IR
B AS & B 8 il 958
25 RS B R = R B
IRAE R R/EEAE

S
Ko

Credit risk management in response to the
COVID-19 pandemic

In 2022, the vaccination programme had rolled out
in various countries, economic activities were
expected to recover gradually. While the COVID-19
pandemic was still evolving and recurring, the
operating environment and financial situations of
borrowers remained challenging. The Bank has
taken a series of risk control measures in response
to the adverse impact and the uncertainty from the
pandemic:

- The Bank coordinated with Monetary
Authority of Macau in launching various
relief measures for individuals and
commercial borrowers, in order to alleviate
the financial pressure and the impact of the
pandemic. The terms of the payment
holidays under relief measures were
granted on commercial basis, therefore the
extension of relief measures to the
concerned borrowers did not automatically
trigger the migration to Stage 2 and Stage
3, and loans of those borrowers were not
classified as rescheduled loans.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4
4.1

)

Financial risk management (Continued)
Credit risk (Continued)

Credit risk management in response to the
COVID-19 pandemic (Continued)

- The implementation of quarantine
measures severely hit several industries,
including trading, retail, aviation, tourism
(including hospitality), catering,
entertainment etc. The Bank continued to
conduct risk-based assessments on the
borrowers within these industries. The
impacts of the pandemic on the affected
borrowers, their respective mitigation
measures and short-term refinancing plans
were also assessed to identify the
vulnerable borrowers, who were put into
the watchlist for on-going close monitoring.
The loan classification and internal ratings
of these borrowers were timely reviewed
according to their latest situation.

- The Bank performed stress tests of
different scenarios of containment of the
COVID-19 pandemic regularly to assess the
potential impacts on credit loss and asset
quality.

The Bank continues to monitor the economic
recovery after the adjustment of the pandemic
control measures, and to adopt prudent asset
quality management measures to ensure that the
classification and allowances truly reflect the
overall economic situation.

Market risk

Market risk refers to the risk of losses to on- and
off-balance sheet businesses of the Bank arising
from unfavourable movements in market prices
(including interest rates, exchange rates, stock
prices and commodity prices). The objective of
market risk management is to obtain reasonable
balance between the risk and return, and promote
business development by effectively managing
market risk, optimising the allocation of market
risk capital and controlling the market risk within a
reasonable range acceptable to the Bank based on
the overall risk appetite determined by the Board of
Directors of the Bank.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.2

A)

Financial risk management (Continued)
Market risk (Continued)

In accordance with the Bank’s corporate
governance principles in respect of risk
management, the Board of Directors, the Risk
Manage Committee, senior management and
functional departments perform their duties and
responsibilities to manage the Bank’s market risk.
The Market Risk Management Department is
responsible for identifying, measuring, monitoring,
controlling and reporting market risk, and the
business departments are responsible for
monitoring and reporting the market risk of the
banking book under their management.

In addition to establishing market risk
management policies and setting VaR and stress
test limits, the Bank carries out uniform allocation
and supervises the use based on business needs and
risk tolerance. In line with the policies of Bank of
China Group, the Bank has formulated specific
rules and procedures to assume its responsibilities
for market risk management during daily
operations.

The Bank has established market risk indicators
and limits to identify, measure, monitor and
control market risk. Major risk indicators and
limits include but are not limited to VaR, stop loss,
open position, stress test and sensitivity analysis.
Major risk indicators and limits are classified into
three levels, and approved by the parent bank.

Currency risk

The Bank’s assets and liabilities are denominated in
major currencies, particularly Macau Pataca, HK
Dollar and US Dollar, with low impact from
exchange rate fluctuations under the linked
exchange rate system. The Bank minimises
potential currency mismatches by rationally
arranging the source and use of foreign currency
funds; Foreign exchange funds mainly come from
foreign currency deposits, placements from banks
and other institutions and foreign exchange swaps.
The Bank manages exchange rate risk by
controlling net foreign exchange exposure, avoiding
significant impact from exchange rate fluctuations.
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NRIN AT LA R, A
200 B R SRS L2 & Rk

KPR ST AR
HE®E Spot assets
N =Ly Spot liabilities
A E Forward
purchases
TEHAE Forward sales
HARE BRI Net options
position
R/ B R4 Net long/(short)
position
HEGE Spot assets
TN =Liy Spot liabilities
Forward
purchases

Forward sales

3

N

i
= 5
[

Net options

HARE BRI position
Net long/(short)
&/ B position

4 Financial risk management (Continued)
4.2 Market risk (Continued)
A) Currency risk (Continued)
The table below is prepared with reference to the
completion instructions for the return of Monetary
Authority of Macau relating to foreign exchange
and summaries the Bank’s major foreign currency
risk levels.
2022
TR C S
Equivalent in MOP’000
YN Wt NG HoA A1 G SRR
Other
foreign  Total foreign
USD HKD RMB currencies currencies
27,327,347 78,487,400 28,896,311 4,376,967 139,088,025
(27,467,668)  (78,095,010)  (29,013,776)  (4,000,016) (138,576,470)
65,287 398,693 58,198 - 522,178
- - - (374,059) (374,059)
700 - - - 700
(74,334) 791,083 (59,267) 2,892 660,374
2021
TR C S
Equivalent in MOP’000
YN WG NG HoAh g1 s G SRR
Other
foreign  Total foreign
USD HKD RMB currencies currencies
510,294,937 207,846,542 156,881,406 51,523,835 926,546,720
(337,206,919)  (284,750,312)  (279,991,919)  (22,184,377)  (924,133,527)
- 79,311,647 123,510,048 145,564 202,967,259
(173,257,291) - (238,125)  (29,468,145) (202,963,561)
154 (21) (284) (14) (165)
(169,119) 2,407,856 161,126 16,863 2,416,726
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4
4.2

B)

Financial risk management (Continued)
Market risk (Continued)
Interest rate risk

Interest rate refers to the risk of loss to the overall
income and economic value of the Bank arising
from movements in interest rate and term
structures of asset and liability positions. The
Bank’s interest rate risk results mainly from the
mismatch between the maturity date or repricing
term of the assets and liabilities of the bank
accounts, and the inconsistent movements in the
benchmark interest rates applicable to the assets
and those applicable to liabilities.

The Bank’s risk management framework also
applies to interest rate risk management. Pursuant
to the Management Measures for the Interest Rate
Risk in the Banking Book Management Policy of
Bank of China (Macau) Limited approved by the
Asset and Liability Management Committee, the
Asset and Liability Committee is the highest
decision-making body for the interest rate risk in
the banking book. Assuming the responsibility for
the supervision and management of the interest
rate risk in the banking book, the Asset and
Liability Management Department is responsible
for, including but not limited to, formulating
management policies and procedures, identifying
and monitoring daily risks, supervising the
implementation of policies and limits, and
reporting to senior management and the Asset and
Liability Management Committee.

The Bank uses interest rate repricing gaps on a
monthly basis to analyse and manage the interest
rate risk in the banking account and measure the
impact of interest rate changes on net interest
income and economic value, with relevant
measures taken to hedge or reduce interest rate
risk. Key risk indicators and limits include net
interest income sensitivity ratio (“NII”) and
economic value sensitivity ratio (“EVE”). The
former assesses the impact of interest rate
movement on net interest income as a percentage
to the projected net interest income for the year.
The latter assesses the impact of interest rate
movement on a bank's economic value. Risk-taking
business units are required to conduct their
business within the boundary of the interest rate
risk limits. Before launching a new product or
business in the banking book, the relevant
departments are required to go through a risk
assessment process, including the assessment of
underlying interest rate risk, to ensure that the
interest rate risk is consistent with the Bank's risk
appetite.
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Financial risk management (Continued)
Market risk (Continued)
Interest rate risk (Continued)

The Bank uses scenario analyses and stress tests to
assess the interest rate risk in the banking book
under adverse circumstances. Scenario analysis and
stress test are used to test the impact of interest
rate sensitive assets, interest rate sensitive
liabilities, and off-balance sheet business on the
economic value of the Bank under specific
scenarios.

The Bank is principally exposed to Macau Pataca,
HK Dollar and US Dollar in terms of interest rate
risk. As at 31 December 2022 and 31 December
2021, if market interest rates had a 200 basis point
parallel shift of the yield curve with other variables
held constant, the impact on economic value for the
Bank would have been as follows:

2022 2021
TR IT T
MOP’000 MOP’000
W2 R AR 4T L 200 i 200 basis point parallel
FH 2L up of yield curve
A5 Total 49,477 2,442,811
Hrp: Of which:
AR T MOP 61,023 292,158
o HKD 279,404 401,337
Ein USD (133,855) 757,946
AR RMB (157,095) 991,370
K2R AR AT T# 200 ffl 200 basis point parallel
FH 2L down of yield curve
- Total (49,477) (2,442,811)
Horr, Of which:
AP MOP (61,023) (292,158)
w0 HKD (279,404) (401,337)
i USD 133,855 (757,946)
AR RMB 157,095 (991,370)

103



FEERTT (BRFD BHERAR

FA TR I

4 SRlE R E ()
4.2 TIHERGE)

(B)  FRERGE)

ER G K AR 4T BB 200 i
LRSI, 2022 4E FIR &
BB R BN & TS 2

W R AR AT TR 200 {3
LRSI, 2022 4E FiR &
TR BN F AT E,

A A P AR S B
*@%UWWMMTWE&,Wﬂ
FATRE . RET L ARG 3 JH
B mT BEPR L) AR R B AT B P
FEHARE. AR R R
W H & b 80 AT B H 2 R
o F R R AR R A AT BRI
gAY — T

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4
4.2

®)

Financial risk management (Continued)
Market risk (Continued)
Interest rate risk (Continued)

In a parallel shift up of 200 basis points of yield
curve, the overall impact on net interest income of
the above currencies is positive in 2022.

In a parallel shift down of 200 basis points of yield
curve, the overall impact on net interest income of
the above currencies is negative in 2022.

The sensitivities above are for illustration only and
are based on several assumptions, including, but
not limited to, parallel movement of interest rates,
the absence of actions that would be taken to
mitigate the impact of interest rate risk, the
effectiveness of hedge accounting, all positions
being assumed to run to maturity or products
without contractual maturity. The above exposures
form only a part of the Bank’s overall interest rate
risk exposures.
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4 SRR EEE 4 Financial risk management (Continued)
4.2 THHEREGE) 4.2  Market risk (Continued)

(B) FEEREGEH) (B) Interest rate risk (Continued)

TERMR AT 12 H 31 HZ & AR IR 5 E
BoRds . RNUURIES R & E & A, SaiEEH
B H (DO R 2 YE) 008, AT I 38 2 ) SR AT
IR M) 3 R A R 1 D S AT AR R R Ja B )
H, e T RIRBENEE R E R, MBEBERT A A

The tables below summarise the Bank’s on-balance sheet exposure to interest rate risk
as at 31 December. Included in the tables are the assets and liabilities at carrying
amounts, categorised by the earlier of contractual repricing date and maturity date.
The Bank manages the interest rate of banking book by controlling the interest rate
sensitivity gap in the banking book, to mitigate the significant impact from interest

Hh S A R rate fluctuations, The practice is in line with local regulatory requirements.
2022
—EAN —Z&={fH =&+ A —F =4 =FRE HEGT
Up to 1 month 1to 3 months 3to 12 months 1to 3 years Over 3 years Total
T 7T T 7T T 7T T 7T T 7T T 7T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’ 000
SUTIRMFIREREE Interest rate sensitive assets
in the banking book
SRAT IR SEPR IR Placements with banks 58,674,995 - - - - 58,674,995
S OSE T Loans and advances 127,845,901 3,593,403 3,845,492 3,199,764 5,323,927 143,808,487
& Investment - - - - - -
Hofth 4 Other assets 4,089,477 - - - - 4,089,477
SATIE@E R REREE Total interest rate sensitive
A assets in the banking book 190,610,373 3,593,403 3,845,492 3,199,764 5,323,927 206,572,959
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SRITIRBHRIRPBUEXAME  Interest rate sensitive
liabilities in the banking
book

SRAT [F) ZEAF I Deposits from banks
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SBTHREF R AME Total interest rate sensitive

pE liabilities in the banking

book

SRATIR A R UK PESE  Interest rate sensitivity gap in the
] banking book
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4 Financial risk management (Continued)

4.2 Market risk (Continued)

(B) Interest rate risk (Continued)

2022
—MEAN —Z =i A =&+ fHA — B =HEMUE St

Up to 1 month 1to 3 months 3to 12 months 1to 3 years Over 3 years Total
T 7T T T T T T 7T T T 7T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
17,006,344 4,000,000 9,500,000 - - 30,506,344
101,978,368 30,994,269 29,697,104 483,267 - 163,153,008
118,984,712 34,994,269 39,197,104 483,267 - 193,659,352
71,625,661 (31,400,866) (35,351,612) 2,716,497 5,323,927 12,913,607
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Interest rate sensitive assets

in the banking book
Placements with banks
Loans
Investment
Other assets

Total interest rate sensitive
assets in the banking book

Interest rate sensitive
liabilities in the banking
book

Deposits from banks

Deposits

Other liabilities

Total interest rate sensitive

liabilities in the banking
book

Interest rate sensitivity gap
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4 Financial risk management (Continued)

4.2 Market risk (Continued)

(B) Interest rate risk (Continued)

2021
—MEA N —ZE={AA =&+ EAH — =4 =4AERLE HEET
Up to 1 month 1to 3 months 3 to 12 months 1to 3 years Over 3 years Total
T T T T T T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
304,678,923 52,114,794 84,268,185 2,007,975 7,068,072 450,137,949
323,337,977 40,939,313 28,398,867 20,630,207 8,992,765 422,299,129
5,225,997 9,809,188 29,541,527 23,269,669 23,939,981 91,786,362
14)253’865 - - - - 145253,865
647,496,762 102,863,295 142,208,579 45,907,851 40,000,818 978,477,305
280,958,963 41,805,381 48,706,040 18,656,277 7,565,898 397,692,559
231,108,173 173,568,248 138,693,908 5,025,951 - 548,396,280
2,812,751 7,125,982 12,316,735 4,656,314 3,645,654 30,557,436
514,879,887 222,499,611 199,716,683 28,338,542 11,211,552 976,646,275
132,616,875  (119,636,316) (57,508,104) 17,569,309 28,789,266 1,831,030
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.3

Financial risk management (Continued)
Liquidity risk

Liquidity risk is the risk that banks may not be able
to obtain sufficient and timely funding at a
reasonable cost to meet their obligations as they fall
due. The Bank maintains a sound liquidity risk
appetite to provide stable, reliable and adequate
sources of cash to meet liquidity needs under
normal circumstances and stressed scenarios.

The Asset and Liability Management Department is
responsible for the daily management of liquidity
risk to ensure the business operations of the Bank
are in line with the risk appetite and policies as set
by the parent bank, and performing liquidity
management function.

The Bank’s liquidity risk management objective is
to effectively manage the liquidity of on- and off-
balance sheet items with a reasonable cost based on
the liquidity risk appetite to achieve sound
operation and sustainable profitability. Deposits
from customers are the Bank’s primary source of
funds. To ensure stable and sufficient sources of
funds are in place, the Bank actively attracts new
deposits, keeps the core deposit and obtains
supplementary funding from the interbank market
and by issuing bills in the capital market. According
to different term maturities and the results of
funding needs estimated from stressed scenarios,
the Bank adjusts its asset structure (including
loans, debt securities investments, placements with
banks, etc.) to maintain sufficient liquid assets
which provide adequate funds in support of normal
business needs and ensure its ability to raise funds
at a reasonable cost to serve external claims in case
of emergency. The Bank is committed to
diversifying the sources, tenors and use of funding
to avoid excessive concentration of assets and
liabilities; and prevents triggering liquidity risk due
to the break of funding strand resulting from over-
concentration of sources and use of funding in a
particular area where problems occur. In order to
manage such risk, the Bank has established internal
liquidity control indicators. Whenever necessary,
the Bank could improve the liquidity position by
taking mitigation actions including, but not limited
to obtaining funding through interbank borrowings
or repos in the money market, selling bonds in the
secondary market or retaining existing and
attracting new customer deposits. Apart from
increasing the funding, the Bank would maintain
good communication with the counterparties, the
parent bank and the regulators to enhance mutual
confidence.
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4

4.3

Financial risk management (Continued)
Liquidity risk (Continued)

The Bank has established internal liquidity risk
management guidelines, which cover the
requirements for the monitoring, reporting and
control of liquidity risk, and has formulated
corresponding contingency plan for liquidity risk.

The Bank has established liquidity risk
management indicators and limits to identify,
measure, monitor and control liquidity risk on a
daily basis, including but not limited to liquidation
reserve and debt service ratio The Bank applies a
cash flow analysis to assess the liquidity condition
under normal conditions and also performs a
liquidity stress test (including institution specific
crisis, general market crisis and combined crisis)
and other methods on a regular basis to assess the
Bank’s capability to withstand various severe
liquidity crises. The Bank manages liquidity risk by
adopting the liquidity supervision reporting system
of Bank of China together with other auxiliary
systems which provide data and assist in the
preparation of regular management statements.

In the liquidity stress test, institution specific risk,
general market crisis and combined crisis scenarios
have been set up, a combined crisis scenario is a
combination of institution specific risk and general
market crisis to assess the Bank’s capability to
withstand a more severe liquidity crisis, with a
more stringent set of assumptions being adopted.
Stress test assumptions include loss rate of deposits
from customers and interbank deposits, loan
recovery rates, discount rates of placements from
banks and securities. As at 31 December 2022, the
Bank was able to maintain a net cash inflow under
the three stressed scenarios, indicating that the
Bank has the ability to meet financing needs under
stressed conditions. In addition, the Bank has
established a contingency plan which details the
conditions to trigger the plan based on stress test
results and early warning indicators, the action
plans and relevant procedures and responsibilities
of relevant departments.

The Bank’s liquidity risk management also covers
new products or business developments. Before
launching a new product or business, the relevant
departments are required to go through a risk
assessment process, which includes the assessment
of underlying liquidity risk and consideration of the
adequacy of the current risk management
mechanism.
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4 SRR E ) 4 Financial risk management (Continued)
4.3 MHIBLEAREGE) 4.3 Liquidity risk (Continued)
A) REHEEBER (A) Liquidity risk management
@) SFHR B (63} Average liquidity
2022 2021
T T
MOP’000 MOP’000
HEFHTE RS ERMKE  Minimum weekly demand
K for cash in hand 4,032,659 11,698,455
118 - 35 W] B FH T4 4 Average weekly balance of
cash in hand 7,699,080 22,319,056

(i)

(iii)

P RRE R BIE R R & R
(I 5 1245 52 HL ) DA AS B AR AR 3R
TR

The average weekly liquidity is calculated by
multiplying the basic liabilities by the specified
ratios in line with the regulation of Monetary
Authority of Macau.

FHmE) LER (ii)  Average liquidity ratio
2022 2021
— & H PR Eh t One-month average liquidity
ratio 60% 59%
=8 A RREN R Three-month average
liquidity ratio 50% 54%

P EI U ED L AR AR R 6 R Y
WLE FF 2 B B AR 1 EL R DU
Btz — B Al B 2 WG B

The average liquidity ratio is calculated as the
simple average of the ratios of specific assets to
liabilities in the last week of each month in line
with the regulation of Monetary Authority of
Macau.

BAEfTRE R E (iii) Liquid assets
2022 2021
T 0 T
MOP’000 MOP’000
BEfMRe & E Liquid assets 61,818,718 233,068,551
AH B B Related liabilities 172,058,331 530,196,771

AEEftee & E A AfE  Ratio of liquid assets to
o related liabilities 36% 44%

EAEATAE A7 B BT B SR A LR
SR AE ] <B T JR O E LR H A
R EERAT % 3 H 2 TR 571y
at5.

The ratio of liquid assets to related liabilities is
calculated as the simple average of the balance on
the Bank’s last business day of each month in line
with the regulation of Monetary Authority of
Macau.
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Assets

Cash and deposits with
banks

Deposits with Monetary
Authority of Macau

Financial investments

Derivative financial
instruments

Loans and advances

Other assets

Deferred tax assets

Total assets

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4 Financial risk management (Continued)
4.3 Liquidity risk (Continued)
3B) Maturity analysis
The tables below analyse the Bank’s assets and liabilities as at 31 December into relevant maturity
groupings based on the remaining period at balance sheet date to the contractual maturity date.
2022
=%
] —{lE§ A A —ZE={AH + =8 A —E =4 =AERLE AT s H “aEt
Upto1 1to3 3to12 Over 3
On demand month months months 1to 3 years years Indefinite Total
T T TG T T TG T T TG TG TG
MOP’ 000 MOP’ 000 MOP’ 000 MOP’000 MOP’ 000 MOP 000 MOP 000 MOP’ 000
64,916,046 - - - - - - 64,916,046
4,089,477 - - - - - - 4,089,477
- - - - - - 2,061 2,061
118,077 148,052 362,031 400,201 6,933 - 2,014 1,038,208
442,976 594,133 2,983,735 12,547,741 10,991,482 116,489,604 1,551,669 145,601,340
- - - - - - 2,337,610 2,337,610
- - - - - - 1,288 1,288
69,566,576 742,185 3,345,766 12,947,942 10,998,415 116,489,604 3,895,542 217,986,030
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Liabilities

Deposits from banks

Derivative financial
instruments

Deposits from customers

Other liabilities

Tax provision

Total liabilities

Net liquidity gap

BANK OF CHINA (MACAU) LIMITED
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4 Financial risk management (Continued)

4.3 Liquidity risk (Continued)

B) Maturity analysis (Continued)

2022
=%
i) —@AN —E = H +=fE A — AR =LA R AHfE e F Ha5T
Upto1 1to3 3to12 Over 3
On demand month months months 1to 3 years years Indefinite Total
TG TG T8 TG T8 TG TG TG
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
609,858 16,521,947 4,000,000 9,500,000 - - 64,372 30,696,177
1,814 147,513 346,438 373,556 5,719 - - 875,040
96,771,320 11,670,245 31,291,867 29,839,362 483,266 - 558,389 170,614,449
- - - - - - 2,563,276 2,563,276
- - - - - - 29,512 29,512
97,382,992 28,339,705 35,638,305 39,712,918 488,985 - 3,215,549 204,778,454
(27,816,416)  (27,597,520)  (32,292,539) (26,764,976) 10,509,430 116,489,604 679,993 13,207,576
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Assets

Cash and deposits with
banks

Deposits with Monetary
Authority of Macau

Placements with banks

Financial investments

Derivative financial
instruments

Macau SAR certificates
of indebtedness

Loans and advances

Investment in an
associate

Other investments

Properties and
equipment

Investment properties

Intangible assets

Other assets

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4 Financial risk management (Continued)
4.3 Liquidity risk (Continued)
B) Maturity analysis (Continued)
2021
=&
R4 —{EAN —Z={HH +=MAH —E A =ZAEE ATl sE H ) HEEt
Upto1 1to3 3to12 Over 3
On demand month months months 1to 3 years years Indefinite Total
T8 76 TG T 76 TG T 76 TG TG TG
MOP’ 000 MOP’ 000 MOP’ 000 MOP’000 MOP’ 000 MOP 000 MOP o000 MOP’ 000
216,296,074 - - - - - - 216,296,074
11,870,883 - - - - - - 11,870,883
42,121,947 48,682,225 54,676,861 97,235,923 15,712,257 7,943,372 - 266,372,585
- 3,056,375 8,014,759 32,284,581 25,103,547 23,829,894 - 92,289,156
107,674 718,800 489,298 895,216 12,825 255,527 4,199 2,483,539
11,441,182 - - - - - - 11,441,182
26,862,496 26,096,003 24,493,490 70,406,276 83,739,448 206,604,393 - 438,202,106
_ - - - = - 79,208 79,208
- - - - - - 1 1
- - - - - - 705,632 705,632
- - - - - - 63,265 63,265
- - - - - - 46,499 46,499
- - - - - - 6,657,334 6,657,334
308,700,256 78,553,403 87,674,408 200,821,996 124,568,077 238,633,186 7,556,138  1,046,507,464
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Liabilities

Macau SAR currency
notes in circulation

Deposits from banks

Derivative financial
instruments

Deposits from customers

Certificates of deposit
issued

Debt securities issued

Other liabilities

Deferred tax liabilities

Tax provision

Total liabilities

Net liquidity gap

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4 Financial risk management (Continued)

4.3 Liquidity risk (Continued)

B) Maturity analysis (Continued)

2021
=%

R4 —{EAN —Z&={{H +=MEH —E A =ZAEE ATl sE H ) HEEt

Upto1 1to3 3to12 Over 3
On demand month months months 1to 3 years years Indefinite Total
T[T TP T[T TP T[T TP TP TP
MOP’ 000 MOP’ 000 MOP’ 000 MOP’000 MOP’ 000 MOP 000 MOP o000 MOP’ 000
11,302,695 - - - - - - 11,302,695
223,538,427 52,171,589 35,544,935 48,706,040 31,683,584 10,756,470 - 402,401,045
12,945 739,204 384,792 1,148,312 12,324 255,527 4,220 2,557,324
167,522,014 74,301,950 154,322,510 104,072,260 5,025,951 - - 505,244,685
1,956,993 14,217,999 28,521,676 34,888,862 - - - 79,585,530
- - 5,119,348 15,126,100 6,662,949 1,256,826 2,388,828 30,554,051
- - - - - - 6,755,148 6,755,148
- - - - - - 27,589 27,589
- - - - - - 813,399 813,399
404,333,074 141,430,742 223,893,261 203,941,574 43,384,808 12,268,823 9,989,184  1,039,241,466
(95,632,818)  (62,877,339)  (136,218,853) (3,119,578) 81,183,269 226,364,363 (2,433,046) 7,265,998
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BRI RE NOTES TO THE FINANCIAL STATEMENTS
4 SRR EE () 4 Financial risk management (Continued)
4.3 MEIEBESHALRGED 4.3 Liquidity risk (Continued)
(©) #EXNZWHSTZRITRBA SR (C)  Analysis of undiscounted cash flows by contractual maturities
(a) FEMAETRZRER (a) Non-derivative cash flows
TERBAR T AT 12 A 31 HZ A4 4R The tables below summarise the cash flows of the Bank as at 31 December for non-derivative
A AR R A 29 B H 2 7R 2 B financial liabilities by remaining contractual maturity.
2022
—fEAN —ZE=fAH =&+fEH —E TR “EE
Up to 1 month 1 to 3 months 3 to 12 months 1to 5 years Over 5 years Total
T T T T T Fon
MOP’ 000 MOP’000 MOP’ 000 MOP’ 000 MOP’ 000 MOP 000
SRAE Financial liabilities
[F) 3EAFGRIE Deposits from banks 17,155,923 4,061,501 9,694,689 - 64,372 30,976,485
& FAFR Deposits from customers 108,522,791 31,648,660 30,496,445 513,261 558,389 171,739,546
oA <5 R B 4 Other financial liabilities 1,998,839 - - - - 1,998,839
SRAERE Total financial liabilities 127,677,553 35,710,161 40,191,134 513,261 622,761 204,714,870
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.3

©) EEKEWHITZ RTFRFRETHED) ©)

(a) IEMAETRZBRERGE) (a)
SRIE A Financial liabilities
TRPTEE TR RUBACHE Macau SAR currency notes in

circulation

[R EA7 TBGR IR Deposits from banks
BIFAEH Deposits from customers
AT Certificates of deposit issued
AT R S Debt securities issued
oA <5 R B A Other financial liabilities
SR AR Total financial liabilities

Financial risk management (Continued)

Liquidity risk (Continued)

Analysis of undiscounted cash flows by contractual maturities (Continued)

Non-derivative cash flows (Continued)

2021

—fEAN —Z&={iH =&+ fEA —ZE T FAFELLE HaE
Up to 1 month 1 to 3 months 3 to 12 months 1to 5 years Over 5 years Total
TPt TPt Tt TPt TPt T
MOP’ 000 MOP’000 MOP’000 MOP’ 000 MOP’ 000 MOP’ 000
11,302,695 - - - - 11,302,695
276,062,068 35,448,576 48,953,400 42,872,945 - 403,336,989
247,241,313 149,871,651 105,266,940 5,143,044 - 507,522,948
16,210,721 28,592,623 35,049,180 - - 79,852,524
51,680 5,254,842 15,644,410 8,587,746 2,432,887 31,971,565
4,046,668 - - - - 4,046,668
554,915,145 219,167,692 204,913,930 56,603,735 2,432,887 1,038,033,389
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i & fif on a net basis

PR A T AT R

T H settled on a gross basis
ST Total inflow
AL Total outflow

BANK OF CHINA (MACAU) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
4 Financial risk management (Continued)

4.3 Liquidity risk (Continued)

© Analysis of undiscounted cash flows by contractual maturities (Continued)

(b) Derivative cash flows

The tables below summarise the cash flows of the Bank by remaining contractual maturity as at 31
December for derivative financial liabilities that will be settled on a net basis, together with all
derivative financial instruments that will be settled on a gross basis regardless of whether the
contract is in an asset or liability position. The amounts disclosed in the tables are the contractual
undiscounted cash flows, except for certain derivatives which are disclosed at fair value.

The Bank’s derivative financial instruments that will be settled on a net basis mainly include
interest rate swaps whereas derivative financial instruments that will be settled on a gross basis

mainly include currency forwards and currency swaps.

Derivative financial liabilities settled

Derivative financial instruments

2022
—@AN —Z&={iH =&+ A —ZE I FAFELLE HaE
Up to 1 month 1to 3 months 3 to 12 months 1to 5 years Over 5 years Total
TP TP T TG TG TG
MOP’ 000 MOP’ 000 MOP’ 000 MOP’ 000 MOP’ 000 MOP’000
12,243,565 37,310,125 37,582,507 958,010 - 88,094,207
(12,242,813) (37,294,302) (37,554,482) (956,712) - (88,048,309)
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4
4.3
©
(b)

AR MESE S 2 f14E 4> Derivative financial instruments

T H settled on a gross basis
ST Total inflow
ALY Total outflow

Financial risk management (Continued)

Liquidity risk (Continued)

Analysis of undiscounted cash flows by contractual maturities (Continued)

Derivative cash flows (Continued)

2021
—@AN —Z&={iH =&+ A —ZE T FAFELLE HaE
Up to 1 month 1to 3 months 3 to 12 months 1to 5 years Over 5 years Total
TP TP T TP T TP
MOP’ 000 MOP’ 000 MOP’ 000 MOP’ 000 MOP’ 000 MOP’000
(41) - (18,710) (52,550) (260) (71,561)
253,094,618 55,821,560 104,503,082 6,107,555 - 419,526,815
(253,516,869) (55,722,827) (104,813,990) (6,107,038) - (420,160,724)
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4
4.3
©

()

(@)

Financial risk management (Continued)
Liquidity risk (continued)

Analysis of undiscounted cash flows by
contractual maturities (Continued)

Off-balance sheet items

Contingent liabilities and commitments

As at 31 December 2022 and 31 December 2021, the
Bank’s contingent liabilities and outstanding
commitments were as follows:

Bullion endorsement and agreements

Bullion endorsement and agreements as well as

customers’ responsibility for such endorsement and
agreements are not included in the balance sheet:

2022 2021
THM T T
MOP’000 MOP’000
HEEBEENRIHEA Direct credit substitutes - 21,953,053
L5 B 1 BORME T Transaction-related
contingencies 17,651 10,170,655
B 5 H B M BUAR Trade-related contingencies - 541,902
HoAth AR Other commitments
-JE AR 1 FELLT - With an original maturity
of up to one year - 37,519,031
-JEAARR 1 0Lk - With an original maturity
of over one year 1,856,581 30,218,760
-] SR AT R - That are unconditionally
cancellable 8,278,793 87,131,627
10,153,025 187,535,028

HA SRR AR E L EA G

e R N e N e

BRI IR -

If there is evidence that bullion endorsement and
agreements cannot be fully recovered, the Bank will
make specific provision for contingencies losses.
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BANK OF CHINA (MACAU) LIMITED

B ERRMRE NOTES TO THE FINANCIAL STATEMENTS
4 SRR E ) 4 Financial risk management (Continued)
4.3 MHIBLEAREGE) 4.3 Liquidity risk (continued)
(C) HAEKNAWHMTZRKITBREELRM (C)  Analysis of undiscounted cash flows by
(€::)) contractual maturities (Continued)
(c) BEAEBERIEE (B (o) Off-balance sheet items (Continued)
B BB KA E () Contingent liabilities and commitments
(Continued)
(b)) EAREE (b)  Capital commitments
2022 2021
TP T
MOP’000 MOP’000
DAl AEMERANRMEZ%  Amounts that were
contracted for but not
recorded
- WK R B T RE - Software and renovation
projects 13,426 20,491
CHHER AT & M50 Amounts that were
authorised but not
contracted for
- WK R B T RE - Software and renovation
projects 980 16,009
14,406 45,500
(©) KBHEAE (©) Operating lease commitments

JEWAS TR A FLE 40T

Lease receivables under non-cancellable operating
leases are as follows:

2022 2021

T T

MOP’000 MOP’000

-—HEF LT - Not later than one year - 47,699
-—HERFHEERE) - One to five years (inclusive) - 10,554
- 58,253
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4
4.3
©
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Financial risk management (Continued)
Liquidity risk (continued)

Analysis of undiscounted cash flows by
contractual maturities (Continued)

Off-balance sheet items (Continued)

Contingent liabilities and commitments
(Continued)

Operating lease commitments (Continued)

Lease payables under non-cancellable operating
leases are as follows:

2022 2021
TFIT T8
MOP’000 MOP’000
-—4EE LR - Not later than one year - 49,654
-—HERFHEERE) - One to five years (inclusive) - 148,669
-TAERL L - Later than 5 years - 26,425
- 224,748

EAREH 4.4  Capital management

AATEAE B H AR R EORAESS 7T
MBEARCISCRF T 95, (RPEIESRF
MAEE R AF T AT IREE A T vE AR
K, TR HLAS-E B[] 0 2 0
WME ., ATEARE WL REH
R, (R G 7E (8 AR b R o i
Al wHEL BRI SRR ) &
FEE R, HEOR A KT B S 9
Jee s R IR BN AAT 2 JE B i B A
BHE. ATHAERCERA, R
IS L T, IR AL A A
KRS, WSRNTE AR, SEM
BERAMIRLR, PRI 2 RIS TE I AL
BAT R

The Bank’s capital management aims to maintain a
capital adequacy to support its business
development, ensure to prevent unpredictable
losses while maintaining a going concern, and
acquire reasonable returns to meet investors’
expectations. The Bank’s capital management
meets the regulatory requirements. Major risks are
fully identified, measured, monitored, mitigated
and controlled during capital management to
ensure that the capital level is appropriate for the
Bank’s business development, risk profile and risk
appetite. The Bank will allocate capital
appropriately to support the implementation of the
strategic development plan and meet the capital
demand through various channels including
optimising the asset structure, enhancing internal
capital accumulation and coordinating financing
costs and efficiency.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4-4

Financial risk management (Continued)
Capital management (Continued)

The Bank has formulated robust risk management
framework and internal capital adequacy
assessment process (“ICAAP”). Also, the Bank
clarifies the risk governance structure, assesses all
kinds of risks, capital adequacy level and capital
quality in a prudent manner, and formulates capital
planning to ensure that capital can fully withstand
the risks it faces and meet the needs of business
development. The Bank's ICAAP is an integral part
of its internal management and resolution, and
relevant results are applied to capital budgeting and
allocation, credit-granting decision-making and
strategic planning. The Bank carries out ICAAP
annually, and timely makes adjustments and
updates in case of significant changes in operating
status, risk profile and external environment.

The capital used by the Bank to calculate the capital
adequacy ratio includes basic and supplementary
self-owned capital, which is in line with local
regulatory requirements.

Basic self-owned capital includes paid-in capital,
issue premiums, statutory reserves, reserves as
required by the Articles of Association and other
reserves composed of undistributed surplus,
accumulated surplus, net surplus for the current
year, minority interests arising from combination,
accumulated losses of previous years, net loss of the
current year and goodwill.

Supplementary self-owned capital includes reserves
arising from the revaluation of property and
accepted by AMCM, appreciation arising from the
revaluation of securities up to 45% of their value,
general reserves, permanent certificates of hybrid
capital, non-permanent certificates of hybrid
capital which is up to 50% of the basic free capital,
and minority interests arising from the
combination.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

4

4.5

Financial risk management (Continued)
Operational risk

The Bank carries out operational risk management
by establishing and maintaining an organisational
system that covers the Bank and is commensurate
with its business scale and complexity. The Bank
has established operational risk policies and
systems to provide methods and standards for the
implementation of professional, refined and
standardised operational risk management, which
mainly includes three aspects: (1) standardising
classification of operational risk to unify
management language; (2) establishing systematic
management methods based on the management
cycle of risk identification, risk assessment, risk
mitigation, risk monitoring and risk reporting; and
(3) standardising the management structure and
working mechanism in terms of new products,
business outsourcing and business continuity.

The Bank continues to improve the operational risk
management system, refine the application of
operational risk management tools, and apply three
tools, namely the Operational Risk and Control
Assessment (RACA), the Key Risk Indicator (KRI)
monitoring and the Loss Data Collection (LDC), to
carry out operational risk identification, assessment
and monitoring. The implementation of the three
tools is reviewed to further optimise the tool
methods and organisational implementation
methods, the operational risk management
information system and the system function. The
reporting system is also refined to integrate various
reports about internal control and operational risk
management.

The Bank keeps following up significant operational
risk loss events among domestic and foreign peer
institutions, analyses risk prevention and control
issues reflected by external events and enhances its
risk prevention capability. The Bank conducts
internal control inspection on business areas with
high risks and records all issues related to risk
control from internal and external inspections.
Centralised management and follow-ups are
applied to the rectification working mechanism of
internal control to promote the continuous
improvement of risk control.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

5

5.1

EMEE Financial assets
A am T A Derivative financial
instruments
PIAREMERI = H  Financial assets at
HEEFINE YR fair value through
i 1) xR e profit or loss

Fair value of assets and liabilities
Assets and liabilities measured at fair value

Upon the valuation, assets and liabilities measured
at fair value are classified into three levels as
follows:

- Level 1: wusing the quoted prices
(unadjusted) in active markets for identical
assets or liabilities.

- Level 2: using valuation techniques to
measure - all parameters that have a
significant impact on valuation results are
directly or indirectly measured using
observable parameters other than quoted
prices in markets for assets or liabilities of
Level 1, including most over-the-counter
derivatives contracts.

- Level 3: using valuation techniques to
measure - using parameters that have a
significant impact on valuation results and
are not based on observable market data
(unobservable parameters).

The Bank's policy is to recognise transfers between
the fair value hierarchy of financial instruments at
the end of the reporting period.

The fair value of a financial instrument that is not
quoted in an open market is determined by
valuation techniques or inquiries.

For financial instruments held by the Bank, the
main parameters used in the valuation techniques
include interest rates, exchange rates, price,
volatility level, correlation, early prepayment rates
and counterparty credit spreads, which can be
observed and obtained from the open market.

2022
Level 1 Level 2 Level 3 Total
MOP’000 MOP’000 MOP’000 MOP’000
- 1,038,208 - 1,038,208

- 2,061 - 2,061
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Fair value of assets and liabilities
(Continued)

Assets and liabilities measured at fair value
(Continued)

2022
Level 1 Level 2 Level 3 Total
MOP’000 MOP’000 MOP’000 MOP’000
- 875,040 - 875,040

- 9,096,113 - 9,096,113

Assets and liabilities not measured at fair
value

Financial assets and liabilities that are not
measured at fair value in the balance sheet include
deposits with Monetary Authority of Macau, cash
and placements with banks, loans and advances,
deposits from banks and deposits from customers.
The carrying amount of the financial assets and
liabilities not measured at fair value in the balance
sheet is a reasonable approximation of their fair
value, which is determined by discounted future
cash flow method.

F BN 6 Net interest income
2022 2021
TP T
MOP’000 MOP’000
LISUYON Interest income
A7 TR0 [F) ZE K TR Deposits with banks 3,803,269 2,236,568
FETBOA R 48 JR) I 3K TR Deposits with Monetary
Authority of Macau 16,090 85
Bk SR Loans and advances 9,826,375 9,263,207
SR E Financial investments 2,076,380 2,532,784
FHoAth Others 73 87
15,722,187 14,032,731
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BANK OF CHINA (MACAU) LIMITED

BB bR NOTES TO THE FINANCIAL STATEMENTS
6 FRB NS &) 6 Net interest income (Continued)
2022 2021 4F
2022 2021
THM T T
MOP’000 MOP’000
FBSZH Interest expenses
BFAER Deposits from customers (4,844,490) (3,374,406)
FEL3i¢ L Deposits from banks (3,165,365) (1,850,391)
AT Certificates of deposit issued (848,851) (486,364)
TR B ES Debt securities issued (535,255) (828,512)
HoAth Others (120) (23)
(9,394,081) (6,539,696)
FR W VR AR Net interest income 6,328,106 7,493,035
FE! A 2022 FREUARE Note: In 2022, amounts from financial

EER=d=RE L N ]
1625 K SRl M B
L A SN NG
5%. A 2021 FERAX S
P & E /DA R BN
H 1%

7 e B R A SN

investments at fair value through profit or
loss and loans and advances were less than
5% of the interest income. In 2021,
amounts from financial assets held for
trading were less than 1% of the interest
income.

B RSB

B s e A s 2

¥ 5l SR s
AT R
AR OREE S 75
HAM AR €7
HoAth

B R A H

A 2 B R RN R

7 Net fee and commission income
2022 2021
TP T
MOP’000 MOP’000
Fee and commission
income
Loan business and other
service fee 542,860 1,137,314
Trade financing business 79,503 78,277
Bank card businesses 351,220 411,454
Insurance agency 323,347 473,321
Other agent business 503,005 820,238
Others 118,426 100,885
1,918,361 3,021,489
Fee and commission
expense (416,742) (471,830)
Net fee and commission
income 1,501,619 2,549,659
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

7 Net fee and commission income
(Continued)
2022 2021
TP T
MOP’000 MOP’000
Of which arise from:
Financial assets or financial
liabilities that are not
measured at fair value
through profit or loss
- Fee and commission
income 354,323 549,423
- Fee and commission
expense (13,371) (11,540)
340,952 537,883
8 Net trading (loss)/gain
2022 2021
TP T
MOP’000 MOP’000
Net gain on foreign
exchange transactions (67,268) 237,497
Changes in fair value of
financial assets at fair value N/
through profit or loss (102,188) Not applicable
Others 155,403 60,205
(14,053) 297,702
9 Gain on trading of financial investments
2022 2021
TP T
MOP’000 MOP’000
Net gain on disposal of
financial assets at fair value
through other N/
comprehensive income 435  Not applicable
Net gain on available-for- N/
sale securities Not applicable 221,706
435 221,706
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Other income - net

2022 2021
T 0 THM T
MOP’000 MOP’000
F BN 5 EE Net rental income 46,731 47,933
P B[] 5 B VR A Net gain on disposal of fixed
assets - 2
HoAth Others 3,800 2,299
50,531 50,234
11 B THM Employee benefits
2022 2021
T 0 THM T
MOP’000 MOP’000
Hr I S AR AR R E Salaries and other benefits
expenses 1,504,245 1,828,352
ATE&at#I s H Provident Fund Scheme
expenses 66,781 71,457
1,571,026 1,899,809

AATIBARIE 00 ) by 5 2 N 3R
BB BR AR L A LR B (BB
A PR TR AT S BN Z R E
(AN B A7 R 2~ w1 IR T 7 v w)
o AT KR SRR R BB K i
SE LK 7 L R T A fR et it

S
Ko

AT AR T M Je A A SR )4
EHE = N F R B R A FE .
RIBLRBE (B IR A 7RI 4T
JeA BN 3 OR B Gl 7)) 4 B R
TP AT S, H 2022 4F 11
AT KR R IR B =8 K
SE ALK 43 L L R [ P R S i
R A FEEFT IR

The Bank's pension funds are managed by Luen
Fung Hang Life Limited, AIA International Limited
Macau Branch and China Life Insurance (Overseas)
Company Limited Macau Branch respectively. The
Bank and its employees jointly contribute to the
Provident Fund Scheme based on the employee's
length of service and the percentage of agreed
contributions.

The Bank's Non-Mandatory Central Provident
Fund Scheme is managed by Luen Fung Hang Life
Limited, AIA International Limited Macau Branch
and China Life Insurance (Overseas) Company
Limited Macau Branch respectively. From
November 2022, the Bank and its employees jointly
contribute to the Macau Non-Mandatory Central
Provident Fund Scheme based on the employee's
length of service and the percentage of agreed
contributions.
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12 General administrative and operating
expenses

2022 2021

THM T THM T

MOP’000 MOP’000

Rental expenses 50,583 57,850
Management fees paid to

the parent bank 50,238 70,230

Other management fees 31,438 34,111

Maintenance costs 56,286 68,580

Taxation outside Macau 8,713 10,898

Marketing expenses 76,572 108,531

IT expenses 76,217 87,238

Outsourcing expenses

(Note 31) 79,268 -

Other operating expenses 192,275 278,087

621,590 716,425

Bk EiE ERERE S SR 13 Net provision for impairment losses on

- R EAR K
- W lm R R

ERLECE

- AR AT R SRl A

- DA se B e A B H L SR
AN AR AR SR 1Y <o

B
HoAh 5 E IR AELAR TR T 4R

loans and other assets

2022 2021
THM T THM T
MOP’000 MOP’000
Loans
- Net impairment losses 158,157 808,181
- Bad debts recovered (311) (215)
Financial investments
- Financial assets at N/
amortised cost 134  Not applicable
- Financial assets at fair
value through other N/
comprehensive income 122,035 Not applicable
Net provision for
impairment losses on other
assets (153,503) 2,202
126,512 900,168
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

As at 31 December
2021

Adjustment of
opening balance
due to changes in
accounting
policies (Note
2.2(b))

As at 1 January
2022
Transfer of non-
transferred
business to BOC
Macau Branch
Transfer to Stage 1
Transfer to Stage 2
Transfer to Stage 3
(Reversal of)/
Provision for
loans transferred
between stages
Provision in the
current year
Reversal in the
current year

Ending balance

Including ECL of
following items:

Loans and
advances

Cash and deposits
with banks

Other liabilities

13

(a)

Net provision for impairment losses on
loans and other assets (Continued)
Movements of impairment allowances of
financial assets
2022
12 fii H TEH
(ELEEEEN AR BTN RIS R K
REB—/— P& B = /4% 7
LA B — K it
4,778,045 - 1,053,200 5,831,245
(2,710,177) 1,279,773 249,857 (1,180,547)
2,067,868 1,279,773 1,303,057 4,650,698
(1,304,851) (1,070,520) (1,329,397)  (3,704,768)
43,773 (29,729) (14,044) -
(13,406) 20,599 (7,193) -
(658) (11,548) 12,206 -
(42,539) 105,963 115,669 179,093
285,959 17,434 188,711 492,104
(389,112) (143,281) (12,292) (544,685)
647,034 168,691 256,717 1,072,442
622,618 168,601 256,717 1,048,026
584 - - 584
23,832 - - 23,832
647,034 168,691 256,717 1,072,442
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BANK OF CHINA (MACAU) LIMITED

AR R NOTES TO THE FINANCIAL STATEMENTS
13 BEEEMBEERERRBTR 13 Net provision for impairment losses on
(€::)) loans and other assets (Continued)
(a) SR E R {EEE SIS () (a) Movements of impairment allowances of
financial assets (Continued)
® KEFHRAFEAERH HHEZR. K @ Provision in the current year includes provisions
A [ B A B R A SRR made due to new loans issued in the current year,
A i 22 B R S E U FHE changes in existing loans without stage transfer and
adjustments of model and risk parameters.
(ii) AERBAFBEAEEZIER. K% (D) Reversal in the current year includes reversal made
e B BT B B SRR AL AN due to loan repayment in the current year, changes
T 2 WO R B[] 48 in existing loans without stage transfer and
adjustments of model and risk parameters.
14 FRIE 14 Taxation
WHEMRIAGERF AR . ) Taxation includes Macau complementary tax.
BEPI TS A, WP e According to the Macau Complementary Tax Law,
Fili 7 RS ) 25 S JRE R RS AL s 20 YR complementary tax is imposed on a progressive rate
f 7t 32,000 fH ik 2 [ T scale ranging from 3% to 9% for taxable profits over
300,000 WK 3% 2 9%I1) MOP 32,000 but below MOP 300,000 and at a
TRMERIA, B RERR AR s e 2 R fixed rate of 12% for taxable profits over MOP
76 300,000 HIFET U 12%]H 300,000. For the years ended 31 December 2021
EME, £ 2021 FEE K 2022 F and 31 December 2022, the tax-free income
B, BRPT B A5 FE AR A 5 1 threshold for complementary tax has been
JEFR AR ER i 25 IR P JT 32,000 increased from MOP 32,000 to MOP 600,000, and
REEMEMIC 600,000, MZHEZ taxable profits in excess of MOP 600,000 is taxed
JREERAUS s IR 129 [ FRE 2 at a fixed rate of 12%.
(@) BRRFRKBRIES: (a) Taxation in the statement of profit and loss
is:
2022 2021
T[T T T
MOP’000 MOP’000
AAEFERITE Tax expenses in the
current year
AAEFEMPI M AR YER  Provision for Macau
complementary tax in the
current year 620,125 813,399
DIEEEBPT AT sl 7o i e Less provision for Macau
bR complementary tax in prior
years - 403
620,125 813,802
BEIEF IR Deferred tax
TR 22 L (B 1))/ AR (Reversal)/Recognition of
temporary differences (1,288) 178
R R AR IH Taxation in the statement of
profit and loss 618,837 813,980
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14

B R TR AR IE A FIRPT 447 1
H1H%E 1 H 19 HRRFEM T
590,613 MAAT 11 F 20 HE 12
H 31 HIWFZKEFT TG 28,224,

236 LR T S Bl A9A T AR 5C

SR ET T .

R

BB 129631 510
Bk

AT e P
ZHRRARN

- ANFTHIIRCE H AR A

v
- BRI G
NBAL S

- BR2ART R HoAb
NTHR &

- DA R Yl /0 512

- Fs A R

- S

LARREE Bt S
i

Profit before
taxation

Tax calculated at
applicable tax rate
of 12%

Expenses not
deductible for tax
purposes and
non-taxable
income

- Tax effect of

expenses not
deductible for
tax purposes

- Tax effect of non-

taxable rental
income

- Tax effect of non-

taxable other
income

- Less provision in

prior years

- Adjustment of tax

preference

- Other

adjustments

Macau
complementary
tax expenses

(a)

Taxation (Continued)

BANK OF CHINA (MACAU) LIMITED

Taxation in the statement of profit and loss

is: (Continued)

Taxation in the statement of profit and loss
includes tax of MOP 590,613 of BOC Macau Branch
from 1 January to 19 November and tax of MOP
28,224 of the Bank from 20 November to 31

December.

The adjustment of Macau complementary tax
expenses calculated at applicable tax rate is as

follows:
2022 2021
T % T o %
MOP’000 % MOP’000 %
5,349,458 6,837,374
641,935 12.00 820,485 12.00
- - 407 0.01
- - (5,225) (0.08)
2,550 0.05 (999) (0.02)
- - 403 0.01
- - (1,080) (0.02)
(25,648) (0.48) (11) -
618,837 11.57 813,980 11.90
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14 FIE () 14 Taxation (Continued)
(b) EBEAERIARIBRIES: (b) Taxation in the balance sheet is:
2022 2021
TP TP
MOP’000 MOP’000
AREFRPIFTERFMEER  Provision for Macau
complementary tax in the
current year 29,512 813,399
(©) CHERRRIEFTERE EMARE: (©) Deferred tax assets and liabilities
recognised are:
TV i B8 SR TR 0 R JE i 79758 The components of deferred tax (assets)/liabilities
(& )/ A 1 10 A RS 2 A AR 4 B recognised in the balance sheet and changes in the
BET current year are as follows:
JECHR RS ®&
Z M4 A HE
Reserves for Reserves for
accounts investment
receivable, etc. revaluation Total
T T T
MOP’000 MOP’000 MOP’000
BIE TR Deferred income tax
202241 H 1 H As at 1 January 2022 (1,388) 28,977 27,589
TERARETAN Included in the
statement of profit and
loss (1,288) - (1,288)
TEAH A NET Excluded from reserves -
B AEERE 5 2R 4 Transfer of non-
in transferred business to
BOC Macau Branch 1,388 (28,977) (27,589)
A 2022812 A 31 H As at 31 December 2022 (1,288) - (1,288)
#2021 1H1H As at 1 January 2021 (1,566) 219,077 217,511
TERARETAN Included in the
statement of profit and
loss 178 - 178
TERE N ET H Excluded from reserves - (190,100) (190,100)
#2021 12 A 31 H As at 31 December 2021 (1,388) 28,977 27,589
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BANK OF CHINA (MACAU) LIMITED

AR R NOTES TO THE FINANCIAL STATEMENTS
15 JEAEB 4 R AT R 3E 15 Cash and deposits with banks
2022 2021
THM T THM T
MOP’000 MOP’000
JEAE B4 Cash 3,658,428 4,847,774
AETBO7A A SE K I Deposits with banks
- R - In Macau 57,578,723 8,172,252
- FEMR PB4 - Outside Macau 3,679,479 203,276,048
61,258,202 211,448,300
P VA HE Less: Impairment allowances AN/
(584) Not applicable
61,257,618 211,448,300
64,916,046 216,296,074
16 FRUARPI &R E B R Z K 16 Deposits with Monetary Authority of Macau

2022 2021
T 0 T 0
MOP’000 MOP’000
A ME R 2 &K%  Minimum deposits with
e Monetary Authority of
Macau 2,851,793 8,428,655
HoAth Others 1,237,684 3,442,228
4,089,477 11,870,883

W% 002/2013-AMCM H:iE 15
BR, RITHHEFIRRMIEE R
AR BUERINE SHIE. 7%
TR RS H &A%
TR R E—IE T 2 H A
i S OB N = R 11 o= e
HAIZ 70%:

(@) BB AT 4 LR AT & B2
3%;

(b) AU TF(ERE=[A)
AR ERME A A E
2%, Cat AN (a)I & &k
bhs K

(c) =8 A LA A g R AR A
AfEZ 1%.

Pursuant to the Notice No. 002/2013-AMCM, the
Bank is required to maintain a minimum amount of
deposits with Monetary Authority of Macau as
liquidity. The deposit refers to the daily amount in
each week shall not be less than the sum of the
following percentages of the average of the basic
liabilities classified by term and calculated in the
preceding week and shall not be less than 70% of
the minimum amount of cash in hand:

(@)
()

(©)

3% of liabilities at sight;
2% of liabilities up to three months
(inclusive) at sight excluding liabilities

included in (a); and

1% of liabilities over three months at sight;
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

17 Placements with banks
2022 2021
THM T THM T
MOP’000 MOP’000
Placements with banks
- In Macau - 41,105,881
- Outside Macau - 225,266,704
- 266,372,585
18 Financial investments
2022 2021
THM T THM T
MOP’000 MOP’000
Financial assets at fair value AT/
through profit or loss 2,061  Not applicable
Available-for-sale securities
- Bonds AN/
Not applicable 62,714,909
- Certificates of deposit held AT/
Not applicable 16,584,520
- 79,299,429
Held-to-maturity bonds
- Monetary bills of Monetary AT/
Authority of Macau Not applicable 5,995,443
- Government bonds AT/
Not applicable 163,735
- Bonds AT/
Not applicable 6,830,549
- 12,989,727
2,061 92,280,156
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19 fiE4m T A 19 Derivative financial instruments
2022
GH /BT
W A RIEE
K AR
Contract/ Fair value
Notional
amounts Assets Liabilities
T T T
MOP’000 MOP’000 MOP’000
R AT T R Exchange rate derivatives 89,127,470 1,038,208 875,040
89,127,470 1,038,208 875,040
2021
RS
W A RIEE
K AR
Contract/ Fair value
Notional
amounts Assets Liabilities
T T T
MOP’000 MOP’000 MOP’000
R AT T A Exchange rate derivatives 430,271,210 2,425,650 2,499,434
FlRATAET R Interest rate derivatives 6,734,599 56,696 56,697
A4 T A Stock derivatives 43,959 1,193 1,193
437,049,768 2,483,539 2,557,324

20

WA EARNIER LB EAE

R 14 G I AR LA R
PR  URF 5025 e ) 2 (1 A 2

A o

20

Macau SAR currency notes in circulation
and certificates of indebtedness

Macau SAR currency notes in circulation are

secured by deposits

with  certificates of

indebtedness issued by Macau SAR Government.
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21 B EEK 21 Loans and advances
2022 2021
THM T THM T
MOP’000 MOP’000
IR A G E B & # Loans and advances
e measured at amortised
cost
- fENEK - Personal loans 144,049,671 139,847,559
- AT ER - Corporate loans - 298,498,072
BEEH Loans to customers 144,049,671 438,345,631
EE R Trade bills - 4,539,158
SRAT e HoAth S B HERE B 3K Loans to banks and other
financial institutions - 1,148,562
144,049,671 444,033,351
JEETAE Accrued interest AN/
2,599,605  Not applicable
W DAEEREIAGI BRI A Less: Impairment provision
TR AE HE for loans measured at AN/
amortised cost (1,048,026) Not applicable
T SEEREE I HE A Less: Special provision for AN/
bad debts Not applicable (1,053,200)
PRI — R Less: General provision for AN/
bad debts Not applicable (4,778,045)
145,601,340 438,202,106
22 REE AT RIE 22 Investments in an associate
2022 2021
THM T THM T
MOP’000 MOP’000
B A Investment cost - 25,000
FHER A Accounted for under equity
method - 54,208
- 79,208
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22 REB AT RHRE (E) 22 Investments in an associate (Continued)
AATEE AR & W T The Bank’s investment in an associate are as
follows:
EERy At FraRE  EEKEERH
Place of registration =~ Ownership  Principal business scope
WP EERETRER R T 25% JEHLERE. HE. PAEH
NG| ANE) i FE
Nam Tung (Macao) Macau 25%  Property investment, leasing,
Investment Limited agency and property
management

23

e A m M B i T

WAIEBERRERRAH

Financial analysis on investments in an associate is

as follows:

Nam Tung (Macao) Investment Limited

ARG
B & fE T S A ['ON (&R /HH
Net
(loss)/profit
Shareholders’ for the
Assets Liabilities equity Revenue current year
TP TP TP T TP
MOP’000 MOP’ 000 MOP’000 MOP’000 MOP’000
2021 2021
100% 100% 418,149 101,317 316,832 14,755 (9,961)
ARAT REAL R 5 Equity
attributable to
the Bank 104,537 25,329 79,208 3,689 (2,490)
HaRE 23 Other investments
2022 2021
THM T THM T
MOP’000 MOP’000
JBCHER B -E bt Equity investments - unlisted - 301
ERIERGS Impairment allowances - (300)
- 1
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24 MERFEREREE 24 Properties and equipment and intangible assets
TR ERE TR PN E L E Y& T &
Tt SRATSE FARIEARTE R H et VR Gt (FEREHAT)
Total
Renovation Office amounts of Intangible
projects and furniture properties assets
Bank deferred and and (computer
Freehold land properties maintenance equipment Vehicles equipment software)
T[T TFTIT T[T TP T[T T[T TP
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
)59 Cost
A 202241 H1H As at 1 January 2022 13,936 918,703 464,552 1,049,541 18,537 2,465,269 365,207
pih Additions - - 6,749 49,308 - 56,057 18,935
F 1 g 4 Transfer of investment properties 188 1,554 - - - 1,742 -
BEE Disposal - - (17,842) (53,505) - (71,347) (17)
TR S R I AT Transfer of non-transferred
business to BOC Macau Branch (14,124) (920,257) (453,459) (1,045,344) (18,537) (2,451,721) (384,125)
A 2022 4E 12 A 31 H As at 31 December 2022 - - - - - - -
BTy Accumulated depreciation
and amortisation
A 202241 H1H As at 1 January 2022 - 506,021 403,521 834,666 15,429 1,759,637 318,708
A TS A Depreciation and amortisation in
the current year - 15,567 38,858 88,582 1,251 144,258 29,536
PG s 4 Transfer of investment properties - 1,024 - - - 1,024 -
Jh BB IR [ Written back on disposal - - (17,842) (53,505) - (71,347) (17)
TR R RS S R I AT Transfer of non-transferred
business to BOC Macau Branch - (522,612) (424,537) (869,743) (16,680) (1,833,572) (348,227)

As at 31 December 2022 -

Net book value
As at 31 December 2022 -
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

24 Properties and equipment and intangible assets (Continued)
TR ERE BT W= LUEY & 4 & E
T b SRATSE FARIEARTE 1R H it VR 5t (FEREHATF)
Total
Renovation Office amounts of Intangible
projects and furniture properties assets
Bank deferred and and (computer
Freehold land properties maintenance equipment Vehicles equipment software)
T TG T TG T T TG
MOP’000 MOP’ 000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
Cost
As at 1 January 2021 26,332 1,100,771 442,051 1,008,305 17,494 2,594,953 323,558
Additions - 62 49,771 104,716 1,531 156,080 50,225
Transfer of investment properties (12,396) (182,130) - - - (194,526) -
Disposal - - (27,270) (63,480) (488) (91,238) (8,576)
As at 31 December 2021 13,936 918,703 464,552 1,049,541 18,537 2,465,269 365,207
Accumulated depreciation
and amortisation
As at 1 January 2021 - 614,950 356,779 782,191 14,416 1,768,336 281,808
Depreciation and amortisation in
the current year - 18,651 74,012 115,955 1,501 210,119 45,476
Transfer of investment properties (127,580) - - - (127,580) -
Written back on disposal - - (27,270) (63,480) (488) (91,238) (8,576)
As at 31 December 2021 - 506,021 403,521 834,666 15,429 1,759,637 318,708
Net book value
As at 31 December 2021 13,936 412,682 61,031 214,875 3,108 705,632 46,499
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25 BB EHE 25 Investment properties
2022 2021
T 0 THM T
MOP’000 MOP’000
H1H1H As at 1 January 63,265 67,666
e B B & ] Reclassification to
properties and equipment (718) (720)
N Depreciation in the current
year (3,042) (3,681)
HEEAREE RS 3% S 4347 Transfer of non-transferred
business to BOC Macau
Branch (59,505) -
P12 H31H As at 31 December - 63,265

26

BB W5 2 MR B 2 AL A 3 6k YT PR
AL U

(VST

The carrying amount of investment properties
analysed based on remaining lease term is analysed
as follows:

In Macau

SEHARLAY (DI 10 ) Short-term lease (less than

10 years)

A 2021 4F 12 H 31 H, FRGE
ABERNEREWE, KEHE
MR EfE B B R AR LA uH
AR EFTEAT 2 BEMNE S A
1,172,538 T #Fit. A REEE
TEEt & H A TEA RT AL S
T2 s HES - TEREY
SEERUS RS

- 63,265

As at 31 December 2021, the professional
evaluation amount of investment properties
presented in the balance sheet was MOP
1,172,538,000, which was calculated based on the
fair value and was independent from Nam Tung
(Macao) Investment Limited. Fair value refers to
the price that would be obtained when each
investment property was sold to market
participants under the condition of orderly
transaction on the measurement date.

HAet&E 26 Other assets
2022 2021
TP TP
MOP’000 MOP’000
JEWBCHR K Accounts receivable 1,878,331 2,229,392
BRI Interest receivable - 3,881,002
HoAh Others 470,008 558,198
2,348,339 6,668,592
Ve MU HR SRR (1 T e Less: Impairment allowances
of accounts receivable (10,729) (11,258)
2,337,610 6,657,334
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

27 Deposits from banks

2022 2021
THM T THM T
MOP’000 MOP’000
In Macau 30,035,733 35,838,829
Outside Macau 596,072 366,562,216
30,631,805 402,401,045
Accrued interest ANTHH /
64,372  Not applicable
30,696,177 402,401,045
28 Deposits from customers
2022 2021
THM T THM T
MOP’000 MOP’000
Demand deposits and
current accounts 2,590,757 25,925,428
Savings deposits 94,180,563 141,596,586
Time, notice and other
deposits 64,190,806 334,259,241
Structured deposits 9,096,113 3,463,430
170,058,239 505,244,685
Accrued interest ANTHH /
556,210  Not applicable
170,614,449 505,244,685
29 Debt securities issued
2022 2021
THM T THM T
MOP’000 MOP’000
Bonds issued at amortised
cost - 30,554,051
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BANK OF CHINA (MACAU) LIMITED

AR R NOTES TO THE FINANCIAL STATEMENTS
30  HfhAE 30  Other liabilities
2022 2021
T 0 T#FIT
MOP’000 MOP’000
JEATHR IR Accounts payable 2,047,929 4,046,668
JEATFE Interest payable - 1,720,370
TR Guarantees 344,157 381,748
W R IR ] Other impairment allowances ANTHH /
23,832  Not applicable
HAth Others 147,358 606,362
2,563,276 6,755,148
31 BERBB SRS 31 Significant related party transactions
(a) HEESEHEABRZS (a) Transactions with key management
personnel

e B O ESE L EF,

FN, AMTRBEEEEANR L2
%A N ) B R B 4 w42
ER. A EE RN ® X5k
TR T T Ak R B B ] <545
AR B (i ) oAl e 2
HEAT T LU A A2 5 I P 4R (AL 1)
AR

Key management personnel include directors and
supervisors.

During the year, the Bank issued credit to key
management personnel and companies controlled
or significantly influenced by such personnel. The
credit is granted according to daily operations while
there is no significant difference between the
agreed terms and those entered into in comparable
transactions with personnel with equal credit level
or other employees, as applicable.

2022 2021

T T T[T

MOP’000 MOP’000

BF1HA1LH As at 1 January 29,125 38,013

N BTG Increase during the year 3,974 1,921
FEHNIERK Repayment during the year (1,363) (14,589)

Adjustment during the year
FENFEGH (Note) 8,240 2,880
P12 H31H As at 31 December 39,976 29,125

At ASAE Y B N 2GR
.

AATIRAT WA A SR S BN B
TEAR &S R BRI E AR, iR
AU £F i B SR RN B AT AR
ERTE ST IR 51 Ve

Note: Adjustment of key management personnel

during the year.

The Bank did not record impairment losses on
balances with key management personnel during
the year, or make special provision for bad debts
regarding balances with key management
personnel at the end of the year.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

31 Significant related party transactions
(Continued)
(b) Key management personnel’s emoluments

1e0 [ A ey BN B S A AR Ry B s
(K AT BB AT et T

e b LAt A ) e B AR

A 2022 &, RITHPRLLE R

B [ 2w USCHARTA »
KA AT

SRR A 5

T 5% 55 ST

A, AAT SRS KIE 0 W SR AT
EF (BIEEER. K. FERT
[FSEFEA . ARBLERAT 2 o) K %t ¥
TREE) RIALAC Y, WAZAZ 5 A
o T RS 8 ASAT F AR ST AT AR

FIBEAT i S RIS -

2022 4

FIEWN

FLESE

HHEEA
RIEH 4
FHoAthde AR SN

FoAt e B L s

AhF B (A 12)

Emoluments paid or payable to key management
personnel as employees are as follows:

Salaries and other short-
term employee benefits

2022 2021
TP TP
MOP’000 MOP’000
45,074 47,057

In 2022, certain directors of the Bank received
remuneration from group companies, which was
not transferred to the Bank.

(o) Transactions with group members
During the year, the Bank entered into transactions
with related parties according to daily bank
business, including loans, acceptances, deposits
with banks, agent banking transactions and
issuance of guarantees, and pricing is determined
based on relevant market prices at the time of the
transaction. The Bank pays for the parent bank’s
information service at cost.
BRI JOfiA R BRI A ) B R R
128 5448 M2 5y R 28 5 4R MG
Amount from
transactions
with the Amount from
parent bank Amount from transactions
and overseas transactions with group
group  with associates members Total
TP T 7T TP TP
MOP o000 MOP’ 000 MOP’000 MOP’000
2022
Interest income 2,204,656 - 533,658 2,738,314
Interest expenses (2,208,255) (2) (442,483) (2,650,740)
General and
administrative
expenses (60,904) - - (60,904)
Commissions from
agent business 4,224 - 341,889 346,113
Other fee and
commission income 6,679 2 43,817 50,498
Other fee and
commission
expense (135,107) (3,590) (51,296) (189,993)
Outsourcing expenses
(Note 12) (79,268) - - -
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31 BEXEBTHH () 31 Significant related party transactions
(Continued)
(c) HEEHERBRZS#) (¢) Transactions with group members
(Continued)
BRRHT g Ab BRI N F] B R R
L5 5 &4 IIAE b 480 HI2E B &8 HEE
Amount from
transactions
with the Amount from
parent bank Amount from transactions
and overseas transactions with group
group  with associates members Total
T T T TP
MOP 000 MOP’ 000 MOP’000 MOP’ 000
2022 2022
e G NEIESE 0L Deposits with banks - - 61,279,633 61,279,633
[ 3EAFHGRIE Deposits from banks - - (30,631,804) (30,631,804)
B Deposits from
customers - - (3,476) (3,476)
- - 30,644,353 30,644,353
2021 F 2021
FEHN Interest income 1,428,609 - 340,425 1,769,034
RS H Interest expenses (1,283,828) - (217,856) (1,501,684)
HIEAH General and
administrative
expenses (127,436) - - (127,436)
PRI T4 Commissions from
agent business 3,779 - 510,726 514,505
HoAlie 2 AR SN Other fee and
commission income 5,369 3,079 42,038 51,386
HoAtlie 2 AR &5 Other fee and
commission expense (46,166) (3,758) (66,629) (116,553)
2021 F 2021
U R 3 K 3k T8 Deposits with banks 218,018,487 - 121,998,689 340,017,176
FHZIMAES Held-to-maturity
bonds - - 1,030,000 1,030,000
AL AR R 2 G4 Financial assets
ik available-for-sale
and held for trading - - 2,060,000 2,060,000
B R 3K Loans and advances - - 1,030,000 1,030,000
[ 3EAFHGRIE Deposits from banks (313,615,270) - (24,401,569)  (338,016,839)
B Deposits from
customers - (7,667) (17,937,302) (17,944,969)
(95,596,783) (7,667) 83,779,818 (11,824,632)
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AR R NOTES TO THE FINANCIAL STATEMENTS
32 REMBERAH 32 Reconciliation of the cash flow statement
(a) METFEREZFEHTHERANTHE (@)  Reconciliation of profit before taxation and
HIEZ ] net cash flows from operating activities
2022 2021
fiFEa THM T T
Note MOP’000 MOP’000
FLRTFIE Profit before taxation 5,349,458 6,837,374
ST THE Adjustment of non-cash
items:
- PrE AL - Depreciation and
amortisation 176,836 250,276
- EHEMASBIRR L HE - Amortisation of
HEsH discount and premium
of bonds (279,464) (355,862)
- BATEFEESFMAGIL - Amortisation of
HHHESH discount of debt
securities issued 19,556 30,511
-t E R S M4 - Interest income from
RREE. FE2F financial assets
LUIRR eI ISV ON available-for-sale and
held for trading, and
held-to-maturity AN/
bonds Not applicable (2,504,771)
- DA RMEMEEI R HE - Interest of financial
SEIET N E RS assets at fair value
e FoAth e A W s through profit or loss
Gt E. LB and through other
AR ET R R A comprehensive income
B and bonds at ANidH/
amortised cost (1,987,744) Not applicable
- DA REMEFEHHE - Evaluated profit/loss of
BEET N E RS bonds measured at fair
R A58 25 £t 2/ At s value through profit or AN/
loss 102,188  Not applicable
-EFHER - Gain or loss from the
trading of bonds 9 (435) (221,706)
- AT EBESAFMAIE - Interest expenses from
X debt securities issued 535,255 828,512
- R BEWERAMEFI - Net gain on disposal of
i properties and
equipment - (2)
- B - Dividend income (36) (36)
- B AR HREER - Losses on investment in
an associate 838 2,490
- BREHAEEHEK - Net provision for losses
e on loans and other
assets 13 126,512 900,168
- RIIBHER A - Long-term equity
investments 18,352 (3,170)
- JEZ SR W 1) 5 2 - Effect of foreign
exchange rate changes 4,672,310 (703,551)
8,733,626 5,069,233
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32 BHERERFAH D) 32 Reconciliation of the cash flow statement
(Continued)

(a) METFEREZFEHTHERANTE (@)  Reconciliation of profit before taxation and

HIFAET (&)

AL A B
#:

- PRI S KT

- AFTBOF B < i 2
JRZ AR A F&
173K)

R ANE AR

- MRFIREIE B AR I &

- iR R A

- HA B

EAamieinm) /
TNIFEA:

- A SEAFTBGHIR
- B AR

- LT e 46 R e
- Tt AR

- HoAt 4%
- AT AR

R T R R i
#

CATIR P Tl e

REHBI B SR )
[N

net cash flows from operating activities
(Continued)

Net cash outflow from
operating assets:
- Placements with banks

- Deposits with Monetary

Authority of Macau
(excluding minimum
deposits)

- Monetary bills of

Monetary Authority of

Macau
- Loans and advances

- Macau SAR certificates

of indebtedness

- Derivative financial
assets

- Other assets

Net cash
(outflow)/inflow from
operating liabilities:

- Deposits from banks

- Deposits from

customers

- Macau SAR currency

notes in circulation

- Derivative financial

liabilities

- Other liabilities

- Certificates of deposit

issued

Net cash from operating
activities

Macau complementary
tax paid

Net cash
(outflow)/inflow from
operating activities

FEE
Note

2022 2021
T FHMIT
MOP’000 MOP’000
17,852,274 (29,406,436)
(1,586,760) (256,344)
(4,680,120) 2,878,467
(116,150,585) (37,810,548)
(36,982) (326,187)
(3,295,282) 325,711
(3,197,857) 3,045,619
(111,095,312) (61,549,718)
(161,332,838) 243,311,982
125,134,422 28,039,002
368,466 13,386
2,631,644 (888,775)
3,066,758 (1,773,117)
(4,682,661) 8,193,464
(34,814,209) 276,895,942

(137,175,895) 220,415,457
(813,399) (757,728)
(137,989,294) 219,657,729
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32 HERERFATE) 32 Reconciliation of the cash flow statement
(Continued)

(b) B&E&RBEE&ESEMETES T () (b) Analysis of the balances of cash and cash

FEAE B4

HY I 21134

- AFTBOR B 678 JR (R
(& HARAR)

RS SEESE e
TS CEEL): PAN (5
=fEHA)

- AFTBUR (R SE YK IH
- T G R A

equivalents (Continued)

Cash and balances
Maturity on demand
- Deposits with Monetary
Authority of Macau
(excluding minimum
deposits)
- Deposits with banks
Original maturity date of the
agreement within 3
months (inclusive)
- Deposits with banks
- Monetary bills of Monetary
Authority of Macau

2022 2021
TP TP
MOP’000 MOP’000
3,658,428 4,847,774
1,237,684 3,442,228
61,258,202 211,448,300
- 99:7159434

- 999,867
66,154,314 320,453,603
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

33 Comparative figures

financial statements is as follows:

As at 31 December
2021

Impacts on the
balance sheet

Cash and balances and
demand deposits with
Monetary Authority of
Macau

Cash and deposits with
banks

Minimum deposits with
Monetary Authority of
Macau

Deposits with Monetary
Authority of Macau

Deposits with banks

Placements with banks

As at 31 December
2021

Impacts on the cash
flow statement

Cash and cash
equivalents:

Maturity on demand -
Deposits with banks

Maturity on demand -
Deposits with
Monetary Authority of
Macau (excluding
minimum deposits)

LUEEIpFRE

As mentioned

above
T
MOP’000
677 /(B77)
Debits/
(Credits)

219,738,302

8,428,655

266,372,585

211,448,317

3,442,211

SE)
Change
TR T
MOP’000
6577 /(B T7)
Debits/
(Credits)

(219,738,302)
216,296,074

(8,428,655)
11,870,883

(266,372,585)
266,372,585

17)

17

Certain comparative figures have been adjusted to
conform with presentation in the current year.
Summary of impacts on relevant items in the

#EEDI

Restated
FHM
MOP’000
677 /(B77)
Debits/
(Credits)

216,296,074

11,870,883

266,372,585

211,448,300

3,442,228
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BANK OF CHINA (MACAU) LIMITED

UNAUDITED SUPPLEMENTARY INFORMATION

A

Capital management
Basic self-owned capital includes:
Share capital paid

Statutory, issued and fully paid up share capital
13,000,000 shares with the carrying amount of
MOP 1,000 per share

Statutory reserves

Pursuant to the Financial System Act of Macao, the
Bank should appropriate no less than 20% of its
profit after tax to the statutory reserve until the
statutory reserve accumulates to 50% of the Bank’s
issued and fully paid up share capital. Thereafter,
the amount appropriated should be no less than
10% of the profit after tax for the year until the
statutory reserve accumulates to 100% of the
Bank’s issued and fully paid up share capital. The
reserve can only be distributed under certain
special circumstances as required by laws and
regulations and will be transferred to the profit
after tax for the year upon approval at the annual
general meeting.

Reserves as required by the Articles of Association
and other reserves composed of undistributed
surplus

Accumulated surplus

Accumulated surplus refers to accumulated
undistributed profit from operations over the years
after deducting statutory reserves and dividend
distribution.

Net surplus for the current year

Net surplus for the current year refers to revenue
earned during relevant period.

Basic self-owned capital:

2022
THM T
MOP’000
Share capital paid 13,000,000
Statutory reserves 41,515
Reserves as required by the Articles
of Association and other reserves
composed of undistributed surplus -
Accumulated surplus -
Net surplus for the current year (501,175)
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BANK OF CHINA (MACAU) LIMITED

UNAUDITED SUPPLEMENTARY INFORMATION

A

5.

Supplementary self-owned capital

Capital management (Continued)

Net surplus for the current year (Continued)

Supplementary self-owned capital

2022
T
MOP’000

1,348,741

The Bank’s self-owned capital is calculated based
on requirements of the Notice No. 012/93-AMCM.
As at 31 December 2022, the Bank’s self-owned
capital amounted to MOP 13,889,080,000.

HH AT
Group Banking entities
2022 2021 2022 2021
17.52% 16.53% 12.87% -

For the year ended 31 December 2022, the Bank
meets the capital requirements set by Monetary
Authority of Macau for regulatory purposes.

For details of Bank of China’s consolidated capital
adequacy ratio, consolidated capital and reserves,
consolidated balance sheet and consolidated
statement of profit and loss, please refer to
https://www.bankofchina.com/investor/ir3/. To
comprehensively understand Bank of China’s
financial position and operation results, such
financial information should be reviewed together
with audited financial statements.
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REEZHMTER UNAUDITED SUPPLEMENTARY INFORMATION
A j2Z N8 E)) A Capital management (Continued)
EATRE IR Solvency ratio
R RBERITRAR. A The ratio refers to the ratio of the Bank’s self-
B HUE N A G 4 B B b owned capital and risk-weighted assets (the sum of
B G s B mbe. i ak & iE the weighted commitment of credit risk, market
B 2 IRE AR BB =F 2 F1D WLk risk and operational risk) held by the Bank and in
%, WIEM RN SO compliance with relevant regulatory requirements.
SRERAT 2 ST LA A U A The Pillar 2 of the Basel Accords requires banks to
FEFY, RREDRE A 70 57 7 4 )i, establish reasonable and effective internal
ARATAEWN AL Z SR HESE N4t evaluation procedures. In order to ensure that risks
BRI B ARTIR, A BTER are fully covered by the capital, the Bank has
AT TR P JEUB AR V00 o Y0 Y 6 s R formulated more prudent capital requirements in
JR 7S B 2R SR E TR MK 8% addition to Pillar 2 to identify risk profile the Bank
7K, ARATIE AT R T L 2R IR may face. The Monetary Authority of Macau
PMeREH RS 011/2015-AMCM stipulates that the ratio should not be less than 8%.
SEE S WHLERTH, R 2022 4F 12 The Bank's solvency ratio is calculated based on
H 81 H, ARATRMELSTRE IR requirements of the Notice No. 011/2015-AMCM
12.87%. issued by Monetary Authority of Macau. As at 31
December 2022, the Bank's solvency ratio was
12.87%.
B fTEEmTE B Derivative financial instruments
2022 2021
15 B L R 15 B LB i
| |
Credit risk- Credit risk-
weighted weighted
amount amount
TP TP
MOP’000 MOP’000
b AR TR Exchange rate derivatives 1,342,128 2,399,801
MZEMTETR Interest rate derivatives - 54,637
BT TR Stock derivatives - 1,981
1,342,128 2,456,419
C FE R C Credit risk
TNRMEIR AT F IR 4 R P The tables below summarise the Bank’s

JA5E o12/2021 FHE % 2 & E A
FAERHRIE 2 5 SR B A

classification according to the asset levels and
classification stipulated in the Notice No. 012/2021
issued by Monetary Authority of Macau.

152



HEIERAT GRFD RGARAF
REEZAH TR
C EEEHE Y

BEFRXK
1B
([ bES
L3
Ei PR

THIIE AR

FESRAT R A SR SR &
R IR

IEH

ol

PAELL T

THIIE R

BANK OF CHINA (MACAU) LIMITED

UNAUDITED SUPPLEMENTARY INFORMATION

C

Credit risk (Continued)

Loans to customers
Pass

Special mention
Substandard

Doubtful

Loss

ECL

Deposits with banks
Pass

Special mention
Substandard or below

ECL

2022
T
MOP’000

142,713,233
3,123,596
410,182
165,161
237,194

146,649,366

(1,048,026)

145,601,340

65,347,679

65,347,679
(584)

65,347,095
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