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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.

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 74 years 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 promoting Macau’s
deeper integration into the overall development of the
country, ensuring high-quality maintenance of 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, 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 society and customers
in Macau, 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.
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BANK OF CHINA (MACAU) LIMITED
BANK BACKGROUND (CONTINUED)
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, maintaining the
market positioning of “local banks” under the leadership of
the parent bank 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. Regarding integration into the national
development strategy, BOC (Macau) exerts its financial
strength to assist Macau in actively responding to the “Belt
and Road” initiative, seizes the chance to develop
Guangdong-Hong Kong-Macau Greater Bay Area (“Greater
Bay Area”) and Guangdong-Macau In-Depth Cooperation
Zone in Hengqin (“In-Depth Cooperation Zone”), and
provides top-notch services to facilitate Macau’s integration
into the country’s overall development. Regarding the
promotion of Macau’s economy, the Bank provides excellent
financial services to support the “1+4” diversified
development of Macau, accelerates the construction of
digital Macau, provides targeted assistance to small and
medium-sized enterprises to fully support the post-
epidemic economic recovery, and serves the growth of the
local real economy with exceptional services.

As at the end of 2023, BOC (Macau) had 35 branches
(including 24 branches with wealth management centres), 1
fully automated safe deposit box centre, 47 24-hour self-
service banking centres, 351 ATMs (including cash
withdrawal and deposit machines), 143 intelligent counters
and 39 cheque deposit e-channel.
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BANK OF CHINA (MACAU) LIMITED

2023 BUSINESS DEVELOPMENT AND
MANAGEMENT REPORT

In 2023, global financial markets experienced intensified
volatility due to the overlapping effects of geopolitical
conflicts and a high-interest rate environment. In the face of
complex and ever-changing external development
environment, the Bank adheres to the principle of “seeking
progress while maintaining stability”. The Bank is also
dedicated to the primary objective of high-quality
development, and contributes to the steady development of
Macau’s financial sector. In 2023, it was the first year of
operation for the Bank and also the year when BOC
operated synergistically with both the “Branch + Subsidiary”
licenses. During this year, the Bank achieved steady
business development and operations, enhanced corporate
governance mechanisms, and effectively improved the risk
management level.

From the perspective of business growth, the Bank
is committed to serving the local real economy. With
scene building as the starting point, the Bank engages in
scene marketing to deeply cultivate local customer groups
including civil servants, teachers and doctors, enhances
product innovation to meet the demands of high-interest
market environment, and introduces distinctive wealth
management products to raise the quality and efficiency of
wealth financial services. The Bank also follows the key
governance directions of the SAR Government, deeply
participates in the “smart finance” reform, collaborates with
the Macau SAR Government in implementing e-government
affairs, and fully supports the SAR Government’s financial
infrastructure construction. In order to speed up digital
transformation, the Bank deploys intelligent counters to
cover every branch, effectively improving the continuous
customer service capabilities of its branches. It also
optimises mobile banking functions, and integrates digital
marketing systems and one-stop data platforms. All these
efforts contribute to significantly increase the burden-
relieving and empowering effect of digital transformation.
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BANK OF CHINA (MACAU) LIMITED

2023 BUSINESS DEVELOPMENT AND
MANAGEMENT REPORT (CONTINUED)

From the perspective of operation and
management, the Bank keeps strengthening corporate
governance construction and safeguarding abilities,
improves the “three meetings and one management”
decision-making structure, and builds a governance
mechanism that enables all parties to perform their duties
and supervise and restrict one another. The Bank
implements governance requirements by formulating
management systems with reference to a series of laws. It
continuously enhances the regular anti-money laundering
control mechanism, further consolidates the control over
non-traditional risks and improves the management of
confidentiality, public opinion, science and technology
systems to make them more robust and comprehensive.

As an important driver of Macau’s economic and social
development, BOC (Macau) will always uphold the principle
of “Rooted in Macau, Steadfast in Serving”, assume the role
and responsibilities of a mainstream bank, continuously
improve the dual-license operation pattern of ‘branch +
subsidiary’, fully support the construction of modern
finance in Macau, and make a greater contribution to
Macau’s moderate and diversified economic growth.
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BANK OF CHINA (MACAU) LIMITED
SOCIAL RESPONSIBILITY

Under the leadership of the parent bank, BOC (Macau)
leverages the advantages of Macau’s mainstream banks to
continuously give back to society, demonstrate corporate
responsibility, and provide financial support to the
development of education, culture, sports and charity. The
Bank supports Macau’s moderate and diversified economic
growth, serves major national strategies with superior
financial strength, and facilitates Macau’s integration into
the country’s overall development.

Actively carry out the Greater Bay Area strategy and
deeply participate in the In-Depth Cooperation
Zone. To meet the independent and varied investment
demands of residents, the Bank is deeply involved in the
development of Cross-boundary Wealth Management
Connect Scheme in the Guangdong-Hong Kong-Macau
Greater Bay Area. The Bank continues to maintain the
position as a leader in the local market, facilitating the
cross-border investment in the Greater Bay Area, and
creating a high-quality living environment in the Greater
Bay Area. The Bank fully supports the governance plan of
the Macau SAR Government, expands the high-quality
living space available to Macau residents, leverages BOC
Group’s globalisation and integration, collaborates with
relevant institutions in both regions to promote policy
improvement, and provides exclusive loan solutions and
comprehensive financial services for the “Macau New
Neighbourhood” project. To help local residents integrate
into the Bay Area, the Bank has worked with the Zhuhai
Real Estate Registration Center to launch cross-border real
estate search and issuance services to streamline the
issuance of real estate certificates in Zhuhai. These
initiatives refine the real estate transaction mechanism in
Zhuhai and Macau, supporting the development of the
Greater Bay Area with high-quality financial services, and
working with all sectors of society to create an integrated
Bay Area.
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BANK OF CHINA (MACAU) LIMITED
SOCIAL RESPONSIBILITY (CONTINUED)

Take the lead in the digital transformation of
financial services and assist in building a smart
city. The Bank is committed to providing digital financial
services in line with Macau’s development of a smart city.
By the end of 2023, over 1.4 million individuals had been
served by smart counters, demonstrating to locals the true
ease that comes with the digital transformation of financial
services. In terms of mobile banking, the Bank’s mobile
banking served almost 620 thousand users in total, basically
covering all applicable users. More than 20,000 shops use
Bank of China Smart Payment platform, and more and more
shops support mobile banking for payment. Under the
empowerment of technology, the Bank continues to
optimise the digital application of various livelihood
scenarios along with smart counters, mobile banking and
Bank of China Smart Payment platform. In addition to
services like contactless payment for parking, contactless
payment for taxi hailing, and cross-border UnionPay QR
code payments, the Bank has introduced Transport QR code
to ease citizens’ transportation and enhance a range of
livelihood scenarios. With the use of financial technology,
the Bank is dedicated to enhancing the standard of living for
locals, enhancing the payment network that serves every
part of Macau, and stepping up efforts to combat fraud. In
order to provide Macau residents with more convenient and
safe payment options, the Bank has implemented a number
of preventative measures and enhanced property safety
measures. Additionally, the Bank takes the lead to upgrade
and transform Macau citizens’ financial service experiences.

Promote eco-friendly financial producsts and services while
staying committed to making Macau a pleasant place to live
in. The first personal green finance product in Macau, the
“Green & Easy Credit (Personal) Loan”, was introduced and
won the “Outstanding Green Finance Pioneer Case Award”
awarded by the Guangdong-Hong Kong-Macau Greater Bay
Area. The Bank satisfies clients’ diverse needs for green
consumption while synchronising with the national “carbon
peaking and carbon neutrality” goals. This year, the Bank
has worked harder to promote the green construction of
branches in addition to introducing green financial
products. The China Green Building and Energy Saving
(Macau) Association has recognised and certified the Hung
Kai Sie branch, Weng Neng Kuong Cheong branch, and Fai
Chi Kei branch as one-star green building design symbols in
accordance with the Assessment Standard for Green
Building. The Bank is the only one in Macau receiving this
honor, integrating the concept of green development into
the ongoing initiatives and actively leading the way in
building a green Macau.
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BANK OF CHINA (MACAU) LIMITED
SOCIAL RESPONSIBILITY (CONTINUED)

Proactively contribute to the society and
demonstrate BOC’s compassions by supporting
public welfare and cultural activities. The Bank
actively gives back to the society, embodying the traditional
virtue of mutual assistance, and collaborates with different
patriotic organisations to carry out various charitable and
public welfare activities. With great compassion and a close
connection to the mainland, the Bank’s employees
voluntarily donate funds to support the reconstruction of
the Weishui County Health Center in Jiangxi Province,
shining a light for vulnerable groups. The Bank also
contributes to the development of education and sows the
seeds of hope, offering scholarships to primary, secondary
and university students rewarding their academic progress
and excellence, and strengthening the cultivation of young
talents in Macau. By sponsoring the National Art Troupes
Performance Season in Macau and other major events, the
Bank supports the growth of the cultural tourism industry
and collaborates with all sectors of society to establish a
base for exchange and cooperation with Chinese culture as
the mainstream and the coexistence of different cultures.
The Bank actively responds to the Macau SAR
Government’s call to promote mass sports, the Bank actively
organised the Dongwangyang Racing Happy Run. Through
public participation and actively engagement, the Bank
aimed to spread positive energy to the public. The Bank
practices the corporate culture of “the love for the
motherland and the love for Macau”, supports national
security education exhibitions, keeps the “great nation” in
mind, and works together with Macau to contribute to the
stable and far-reaching implementation of “One Country,
Two Systems”.
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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 2023.

Principal activities

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

A list of major shareholders
Bank of China Limited 99.99%
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:
Directors:

Mr. Li Ruigiang

Mr. Li Guang (resigned on 30
November 2023)

Mr. Geng Wei (resigned on 31
August 2023)

Mr. Wu Bin (resigned on 31
March 2023)

Mr. Chen Xiaoping

Mr. Cai Chunyan (appointed on 7
November 2023)

Mr. Yang Hao

Mr. Yang Zhiguang

Mr. Chen Rongda

Mr. Xu Zhiyu

Ms. Lin Qiling

Board of Supervisors

Chairman: Mr. Ye Zhaojia
Supervisors: Ms. Rong Yong’en
Mr. Ou Hua’an

Senior Management

Chief Executive: Mr. Chen Xiaoping
Deputy Chief Mr. Yang Hao
Executives: Mr. Yang Zhiguang

Mr. Chen Rongda
Ms. Lin Qiling
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BANK OF CHINA (MACAU) LIMITED

REPORT OF THE BOARD OF DIRECTORS
(CONTINUED)

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:

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;
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BANK OF CHINA (MACAU) LIMITED

REPORT OF THE BOARD OF DIRECTORS
(CONTINUED)

II. Nomination and Remuneration Committee
(Continued)

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
whole-time directors and senior management members.

7. Evaluate the rules of the Nomination and Remuneration
Committee annually and make necessary revisions.

II1. Audit Committee

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

1. Propose the appointment, renewal and replacement of
external auditors and evaluate their work; review related
audit fees and report to the Board of Directors for approval,;
supervise/review the independence, work procedures,
annual audit plan, scope of work, quality and results of the
external auditors, including reviewing their
recommendations, discussing significant issues relating to
the application of accounting standards and the preparation
of financial reports; review the annual audit report of
external auditors, as well as the financial report of the Bank,
Management’s Discussions and Analysis, and other interim
financial reports; make a judgmental report on the
authenticity, completeness and accuracy of all financial
reports released by the Bank to the public and submit them
to the Board of Directors for review;

2. Review internal audit procedures and significant audit
policies; review the audit charter and submit it to the Board
of Directors for approval; review and approve the audit
organisational structure, annual audit plan, scope of work,
and annual budget; ensure the independence of the audit
work and evaluate the performance of the Internal Audit
Department;

10
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BANK OF CHINA (MACAU) LIMITED

REPORT OF THE BOARD OF DIRECTORS
(CONTINUED)

II1. Audit Committee (Continued)

3. Supervise the internal control of the Bank; review the
significant findings of internal and external auditors and
regulators and relevant responses from management;
review significant deficiencies or defects in the design or
implementation of internal control and financial reporting
by the management; discuss with the head of the Audit
Department and external auditors on the deficiencies in the
Bank’s internal controls and other specific audit measures
implemented to address the significant deficiencies in the
Bank’s internal controls; review fraud cases.

IV. Risk Management Committee

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

1. Perform comprehensive risk management, review the risk
management strategy and make recommendations to the
Board of Directors on the Bank’s overall risk appetite and
risk strategy;

2. Review and recommend the approval of the Bank’s Risk
Appetite Statement by the Board of Directors, and listen to
reports on the implementation and management of risk
appetite based on the requests and recommendations of the
Risk Management and Internal Control Committee
(RMICC) of the Bank; monitor its implementation and make
recommendations to the Board of Directors;

3. Review the Bank’s comprehensive risk management
governance structure and major risk management policies
and procedures based on RMICC’s requests and
suggestions, and make recommendations to the Board of
Directors;

4. Review and recommend to the Board of Directors for
approval of the Bank’s Internal Capital Adequacy
Assessment Procedure (ICAAP) as requested and
recommended by the Asset and Liability Management
Committee;

5. Review the Bank’s significant risk activities and correctly
and reasonably exercise the veto right over transactions that
may expose the Bank to debts and/or market risk exceeding
the risk limit of individual transactions approved by the
Board of Directors or transactions that may result in
exceeding the approved risk limit of the cumulative
transactions;

11



T BSRAT GRFDB A R AR
EHEREEGED

. EEEHZREE)

6. flFT A T BB G HE B, e
JE A R AR AN, A RS
HRERER, MEEgRNEE

7+ BB E W% A RMICC HYE BTG L s

8. HEHUAAT B B g B DN 4 1) AR R
W, DUTHE (R B o B SR L AR B FE AE
AAT B R0 A kAN AT BB EIR O
L2 B A B B R P B R 5 YT I
AATEELE . BB MR B AT R B
R P F 4% Al B S DL, R KP4 H o
K

9. AT 2% BUSUR B B BLE AT 19 AL
P, BREEARG . FH . 185
o URENTEE RS R B R R
SRAT IRV 2 R B, 2 B R B
(2 FEN AN A EE S Sl N PSR )
. R A B BN BB 22 5 B TE
JEBE S ARG BR A B U

10, EBEURIEES G R, B R
B H S IA ) A AR B R A
R R (] B AT A o

FEERSE
FATHERE 2023 4F 12 A 31 HILFEFEZ %
GEEA S 18 HZ R E.

FEAATHABEETE, EFETER
AR BB

BANK OF CHINA (MACAU) LIMITED

REPORT OF THE BOARD OF DIRECTORS
(CONTINUED)

IV. Risk Management Committee (Continued)

6. Develop the responsibility scope of the Bank’s Risk
Compliance Officer, determine the role and responsibilities
of the Risk Compliance Officer, review the performance
evaluation of the Risk Compliance Officer, and make
recommendations to the Board of Directors;

7. Supervise and regularly review the management of
RMICC;

8. Listen to the risk management and internal control work
report of the Bank to ensure the implementation of risk
management policies, procedures and systems within the
Bank; deliberate on the risk management status of the Bank
and the procedures and systems for risk management
review; regularly listen to the performance of risk
management by the Bank’s management, functional
departments, and institutions, and internal control
responsibilities and propose improvement requirements;

9. Monitor the effectiveness of the various types of risk
management operations in the Bank, including but not
limited to: credit risk, market risk, liquidity risk, operational
risk, country risk, banking book interest rate risk, legal and
compliance risk, money laundering risk, credit
concentration risk, information technology risk,
reputational risk, strategic risk, counterparty credit risk,
model risk, environmental and social risk;

10. Evaluate significant findings related to risk management
issues and management’s response to the findings
proactively or as requested by the Board of Directors.

Results and distribution

The results of the Bank for the year ended 31 December
2023 are set out in the statement of profit and loss on page
18

The Board of Directors recommended that no dividend be

paid in the current year, taking into account the actual
operating needs of the Bank.

12
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BANK OF CHINA (MACAU) LIMITED

REPORT OF THE BOARD OF DIRECTORS
(CONTINUED)

Reserves

Details of the movements in reserves of the Bank are set out
in the statement of changes in equity on page 23.

Fixed assets

Details of the Bank’s fixed assets, offices and equipment are
set out in Note 21 on page 120 to 121.

Auditor

These financial statements have been audited by
PricewaterhouseCoopers.

On behalf of the Board of Directors

Chairman
Mr. Li Ruigiang

22 March 2024, 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 2023, the Board of Supervisors
performed its duties of supervision over the
Bank, and reviewed the Auditor’s Report
issued on 22 March 2024, 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 2023, 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

22 March 2024, Macau
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF BANK OF
CHINA (MACAU) LIMITED

(incorporated in Macao with limited liability
by shares)

[English translation for reference only]

We have audited the financial statements of
Bank of China (Macau) Limited set out on
pages 18 to 130, which comprise the balance
sheet as at 31 December 2023, 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.

Directors’ Responsibility for the
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
Macau 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.
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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)

[English translation for reference only]

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, in accordance with our agreed terms of
engagement, 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.
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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)

[English translation for reference only]

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 2023, 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
Macau Special Administrative Region.

Li Ching Lap Bernard
Certified Public Accountant
PricewaterhouseCoopers

Macau, 22 March 2024
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BANK OF CHINA (MACAU) LIMITED

STATEMENT OF PROFIT AND LOSS
FOR THE YEAR ENDED 31 DECEMBER 2023

[English translation for reference only]

Interest income
Interest expenses

Net interest income

Fee and commission income
Fee and commission
expenses

Net fee and commission
income

Net trading gain/(loss)

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 reversal of/(provision
for) impairment losses on
loans and other assets

Operating expenses
Operating profit
Income from investments in

an associate

Profit before taxation
Taxation

Profit for the year

5 26 & 130 H MR A 35 iR Z AR A

The notes on pages 26 to 130 are an integral part of these financial statements.

FEE
Note

11
21

12

13

14(a)

2023 2022
T T
MOP’000 MOP’000
5,794,922 15,722,187
(4,972,257) (9,394,081)
822,665 6,328,106
1,031,371 1,918,361
(194,689) (416,742)
836,682 1,501,619

575,441 (14,053)
36 36

- 435

11 50,531
575,488 36,949
2,234,835 7,866,674
(115,295) (1,571,026)
(21) (176,836)
(392,391) (621,590)
59,014 (126,512)
(448,693) (2,495,964)
1,786,142 5,370,710
- (21,252)
1,786,142 5,349,458
(213,322) (618,837)
1,572,820 4,730,621
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BANK OF CHINA (MACAU) LIMITED

COMPREHENSIVE INCOME STATEMENT

[English translation for reference only]

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

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

5 26 & 130 H MR A 35 iR Z AR A

The notes on pages 26 to 130 are an integral part of these financial statements.

FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022
FMIT T
MOP’000 MOP’000
1,572,820 4,730,621
- (3,758,536)

- 145,062

- 436,623
- (3,176,851)
- (838)
- (3,177,689)
1,572,820 1,552,932
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BANK OF CHINA (MACAU) LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2023
[English translation for reference only]
FEE 2023 2022
Note TR IT T o
MOP’000 MOP’000
ASSETS
Cash and deposits with
banks 15 24,694,364 64,916,046
Deposits with Monetary
Authority of Macau 16 8,341,187 4,089,477
Placements with banks 17 28,312,706 -
Financial investments 18 7,293,335 2,061
Derivative financial
instruments 19 939,521 1,038,208
Loans and advances 20 150,603,988 145,601,340
Properties and equipment 21 63 -
Other assets 22 2,365,480 2,337,610
Deferred tax assets 14(c) 4,095 1,288
TOTAL ASSETS 222 554,739 217,986,030
Liabilities
Deposits from banks 23 35,064,280 30,696,177
Derivative financial
instruments 19 492,722 875,040
Deposits from customers 24 169,957,798 170,614,449
Other liabilities 25 2,046,336 2,563,276
Tax provision 14(b) 213,207 29,512
207,774,343 204,778,454

5 26 & 130 H MR A 35 iR Z AR A

The notes on pages 26 to 130 are an integral part of these financial statements.
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H BERAT GRFD R H FRAF BANK OF CHINA (MACAU) LIMITED

BEAEEGE) BALANCE SHEET (CONTINUED)
R-F-=F+"HA=1+—H AS AT 31 DECEMBER 2023
[English translation for reference only]
FEE 2023 2022
Note TP T o
MOP’000 MOP’000
R 2 Shareholders’ equity
A Share capital 26 13,000,000 13,000,000
F BRI/ (FE5R) Undistributed profits/(losses) 891,091 (459,660)
A E R 4 Legal reserve 27 41,515 -
— R B fe General regulatory reserve 28 847,790 667,236
e BB R Specific regulatory reserve 28 - -
14,780,396 13,207,576
BB R AR Total liabilities and
shareholders’ equity 222,554,739 217,986,030

FATEHE G 2024 4 3 H 22 HAZMEWL AT 5 H
Approved for issue by the Board of Directors of the Bank on 22 March 2024.

ZERifi 5 ofilisE S

Li Ruigiang Chan Hio Peng
HHE A

Chairman Chief Executive

5 26 & 130 H MR A 35 iR Z AR 2

The notes on pages 26 to 130 are an integral part of these financial statements.
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BANK OF CHINA (MACAU) LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2023

[English translation for reference only]

As at 31 December 2021

Impact of changes in recapitalisation

of the operation
Changes in accounting policies -

Changes arising from the adoption of

the new Financial Reporting
Standards
Setup of regulatory reserve

Restatement of balance as at 1 January

2022
- Contribution to share capital
- Profit for the year

- Profit remitted to the parent bank

- Equity investment

- Debt instruments at fair value
through other comprehensive
income

- Regulatory reserve - addition

- Transfer of non-transferred business

to BOC Macau Branch (Note
2.2(a))

As at 31 December 2022

AN RfEE
IR G/ A AT HoAhf i B kM 4 Koy B A st
Operating Reserve for
fund/Share changes Other Regulatory Legal  Undistributed
capital in fair value reserves reserve reserve profits Total
T T TPt TP TP TP T
MOP 000 MOP’ 000 MOP’ 000 MOP’ 000 MOP’000 MOP’ 000 MOP’ 000
1,032,600 212,496 (2,492) AN - 6,023,394 7,265,998
- 108,499 - - - 1,004,821 1,113,320
- - - 1,968,846 - (1,968,846) -
1,032,600 320,995 (2,492) 1,968,846 - 5,059,369 8,379,318
13,000,000 - - - - - 13,000,000
- - - - - 4,730,621 4,730,621
- - - - - (4,614,831) (4,614,831)
- - (838) - - - (838)
- (3,176,851) - - - - (3,176,851)
- - - 510,607 - (510,607) -
(1,032,600) 2,855,856 3,330 (1,812,217) - (5,124,212) (5,109,843)
13,000,000 - - 667,236 - (459,660) 13,207,576
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HFBERAT RN A TR AR BANK OF CHINA (MACAU) LIMITED

ERBERGE) STATEMENT OF CHANGES IN EQUITY (CONTINUED)
BE_FE_=#t+=-A=t+—HIEEE FOR THE YEAR ENDED 31 DECEMBER 2023
[English translation for reference only]

A fEE
IR G/ A AT HoAhf i B kM 4 Koy B A st

Operating Reserve for

fund/Share changes Other Regulatory Legal  Undistributed

capital in fair value reserves reserve reserve profits Total
TPt TPt TPt TP TP TP TPt
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
A 20231 H1H As at 1 January 2023 13,000,000 - - 667,236 - (459,660) 13,207,576
- AAEFEFIEY - Profit for the year - - - - - 1,572,820 1,572,820
- BRI R - Regulatory reserve - addition - - - 180,554 - (180,554) -
- A R AR - Legal reserve - addition - - - - 41,515 (41,515) -
#2023 % 12 H 31 H As at 31 December 2023 13,000,000 - - 847,790 41,515 891,001 14,780,396

5 26 & 130 H Y MTAE R A 55 R 2 AR 4y

The notes on pages 26 to 130 are an integral part of these financial statements.
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BANK OF CHINA (MACAU) LIMITED

CASH FLOW STATEMENT

[English translation for reference only]

Net cash outflow from
operating activities

Investing activities

Dividends received

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
at fair value through profit
or loss and through other
comprehensive income and
bonds at amortised cost

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
(outflow)/inflow from
investing activities

FEE
Note

30(a)

21
21

24

24

FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022
T T
MOP’000 MOP’000

(7,896,030)  (137,989,294)
36 36

(136) 2,087,886

(84) (56,057)

- (18,935)
(1,244,760) (37,770,701)
- 45,185,264
(1,244,944) 9,427,493
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BANK OF CHINA (MACAU) LIMITED

CASH FLOW STATEMENT (CONTINUED)

[English translation for reference only]

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 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

5 26 & 130 H MR A 35 iR Z AR A

The notes on pages 26 to 130 are an integral part of these financial statements.

FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022

5T T T
Note MOP’000 MOP’000
- 7,190,616

- (19,629,420)

- (635,959)

- (4,614,831)

- 13,000,000

- (4,689,594)

(9,140,974) (133,251,395)

- (119,650,976)

66,154,314 320,453,603
(269,446) (1,396,918)

30(b) 56,743,894 66,154,314
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

1

(@)

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 business 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 22
March 2024.

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
[English translation for reference only]

2

(@)

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

The financial statements have been prepared under
the historical cost convention, except for financial
assets and financial liabilities (including derivative
financial instruments) at fair value through profit
or loss and precious metals measured at fair value.
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 represented 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 had not
been 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 were included in the
Bank’s statement of profit and loss and other
comprehensive income for the period from 1
January 2022 to 20 November 2022. 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.

27



T BSRAT GRFDB A R AR

FA BB B R
2 FEEHBHGED) 2
(@ HUEEGER) ()
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NOTES TO THE FINANCIAL STATEMENTS

[English translation for reference only]

HE 2022 F 12 H 31 HIEFERE,
EBREREAMMUAIE LT,

#wE_F__F+-H=+—-HL
IR R

FLE N T Net interest income
Wi B AR S NTR B Net fee and

commission income

HAbeN Other income

FEEEAON Operating income

& Operating expenses

B R FHAMEER KT Net provision

Iy AGE: for/reversal of

impairment losses
on loans and other
assets

1 A "B s Income from

investment in an

associate
oL AT Profit before taxation
HMIH Taxation

Significant accounting policies (Continued)

Basis of preparation (Continued)

The impact of the recapitalisation of the operation
for the years ended 31 December 2022 was as

follows.

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

IHTHARATZ
AT AT TSR] MG
Offset between
BOC Macau
BOC Macau Branch and
Branch The Bank the Bank Total
TP TMFT6 TWFT6 TMFT6
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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NOTES TO THE FINANCIAL STATEMENTS

BANK OF CHINA (MACAU) LIMITED

[English translation for reference only]

2
(@)
H=+—HIk

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

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

Significant accounting policies (Continued)

Basis of preparation (Continued)

Comprehensive income statement for the year
ended 31 December 2022:

IHTHARATZ
W AT AT ] A
Offset between
BOC Macau
BOC Macau Branch and
Branch The Bank the Bank Total
T T T T T
MOP’ 000 MOP’000 MOP’000 MOP’000
4,523,045 207,576 - 4,730,621
(3,176,851) - - (8,176,851)
(838) - - (838)
(3,177,689) - - (3,177,689)
1,345,356 207,576 - 1,552,932
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

(b)

(i)

Significant accounting policies (Continued)
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.

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”.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

(b)
(i)

()

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

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.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

()

(d)

Significant accounting policies (Continued)
Income tax (Continued)

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 tax asset is
realised or the deferred income tax liability is
settled. Deferred 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.

Financial assets

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

(d)

1)

Significant accounting policies (Continued)
Financial assets (Continued)
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.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2
()
1)

Significant accounting policies (Continued)
Financial assets (Continued)

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

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.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2
()
(2)

3)

Significant accounting policies (Continued)
Financial assets (Continued)

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.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2
()
3)

(e)

(1

Significant accounting policies (Continued)
Financial assets (Continued)

Financial assets at fair value through other
comprehensive income (Continued)

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).

Financial liabilities

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
[English translation for reference only]

2
(e)
(2)

Significant accounting policies (Continued)
Financial liabilities (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
[English translation for reference only]

2
(e)
3)

®

Significant accounting policies (Continued)
Financial liabilities (Continued)
Deposits and other liabilities

Other deposits 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.

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”.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

(8)

Significant accounting policies (Continued)

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.

Liabilities held for trading, financial liabilities
designated at FVPL are recognised on the trade
date. Deposits that are not designated at FVPL are
recognised when money 1is 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”.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

(8)

(h)

Significant accounting policies (Continued)

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

Recognition and derecognition (Continued)

“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 expenses over the life of the
agreements using the effective interest method.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

(h)

@)

Significant accounting policies (Continued)

Fair value measurement

(Continued)

principles

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

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.

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;
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

[English translation for reference only]

2

@)

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Measurement of ECL (Continued)

- 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.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

®

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Measurement of ECL (Continued)

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.

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).
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

@)

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Measurement of ECL (Continued)

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

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:
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

®

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Criteria to identify significant increase in
credit risk (Continued)

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.

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:

Loans and advances

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;
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Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

Definition of credit-impaired assets
(Continued)

Loans and advances (Continued)

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

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.

Bonds

o The issuer’s loans and advances to the Bank
have experienced credit impairment;

. The bond is rated D;

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

o Any of the issuer’s principal, interest or

corporate bonds invested due to the branch
are overdue for more than 1 day.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

@)

@®

Significant accounting policies (Continued)

Provision for impairment of financial assets
(Continued)

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.

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.
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2 Significant accounting policies (Continued)
() Properties and equipment and depreciation

Properties and equipment are stated in the balance
sheet at cost less accumulated depreciation.
Properties and equipment are depreciated after
write-off of the costs on a straight-line basis over
their estimated useful lives. The depreciation rates
are as follows:

- IRATHI3E - Bank properties B 2% % 10% 2% to 10% per
annum

- B TR MIESE{RE - Renovation projects and F4F 33.33% 33.33% per
deferred maintenance annum

- WA E AR E - Office furniture and equipment ~ £4F 5% % 50% 5% to 50% per
annum

-RH - Vehicles &4 20% 20% per annum

T SEHE L P 2T SRAT AT 37 85 e
o B3R I sl AR R 2 %
B P 49 K TE AR L) 58 Kk g R
SR T R R, WAE Y
ERANCE Lo

SRATWISE b E AR 20 S AL 23 4
o

LR E

IEIY B A Ry ANAT HEAT R (14T
TEYIIEREI P AR AR B I 8
A R MR S At T

PR AR A L At S FE 8 4 HUAS IR
T P PR AS IR B8 T DA S R fEL
MR IEES R, W2 TR
P AE BRSPS 6, 5 N IR
Ko HHTRIT:

- BAKEA

AAT B R H B I & AT
IAE RS, EAA R RV L&
(AT o] AR PR MR T (BB Ry, A
A7 305 U o L R0 22 T Wi [ <

- Computer software

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.

(¢)) 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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

)

(m)

(n)

(o)
@)

Significant accounting policies (Continued)
Intangible assets (Continued)

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.

Precious metals

Precious metals including gold are initially
recognised at fair value and are subsequently
revalued. The gains or losses generated by precious
metals after market valuation will be included in
the net trading gains/losses.

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.

Income and expense recognition
Interest income and expenses

Interest income and expenses are recognised in the
income statement for all financial assets financial
liabilities at amortised cost and fair value through
other comprehensive income using the effective
interest method. Similar interest income and
expenses arising from non-derivative assets
measured 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
[English translation for reference only]

2

(o)

€y}

(2)

Significant accounting policies (Continued)

Income and

(Continued)

expense recognition

Interest income and expenses (Continued)

The effective interest method is a method of
calculating the amortised cost of a financial asset or
a financial liability and of allocating the interest
income or interest expenses over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash flow
payments or receipts through the expected life of
the financial instrument or, when appropriate, a
shorter period to the net carrying amount of the
financial asset or financial liability. When
calculating the effective interest rate, the Bank
estimates future cash flows considering all
contractual terms of the financial instrument (e.g.,
prepayment options or incentives relating to
residential mortgage loans) but does not consider
future credit losses. The calculation includes fees,
premiums or discounts and basis points paid or
received between parties to the contract, and
directly attributable origination fees and costs
which represent an integral part of the effective
yield.

For all hedge transactions where interest rate is the
hedged risk, interest income or interest expenses
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/expenses arising from the hedging
instrument such as interest rate swap.

Non-interest income and expenses

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
[English translation for reference only]
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Significant accounting policies (Continued)

Income and

(Continued)

expense recognition

Non-interest income and expenses (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.

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.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]
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Significant accounting policies (Continued)
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

(ii);

(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.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

2

®

(w)

Significant accounting policies (Continued)
Contingent liabilities (Continued)

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.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

3

Accounting estimates and judgements

(Continued)
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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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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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
[English translation for reference only]

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.

The Bank’s organisation structure establishes a
clear set of authority and responsibility for
monitoring compliance with policies, procedures
and limits.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4

4.1

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

Credit risk management
(Continued)

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

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
[English translation for reference only]

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, 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
[English translation for reference only]

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
[English translation for reference only]

4

41

1)

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.
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NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4

41

(2

Financial risk management (Continued)
Credit risk (Continued)

Measurement of ECL (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 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

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;
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NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]
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41

(2)

3)

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

Criteria to identify significant increase in credit risk
(Continued)

Qualitative criteria (Continued)

- 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.
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.

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:

Loans and advances

- Significant financial difficulty incurred by
the issuer or debtor;
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41 EERERGE 4.1 Credit risk (Continued)
FHGERBRTEGE Measurement of ECL (Continued)
(3) EHROHEEEHBEEENTEE (3) Definition of default and credit-impaired assets
(#) (Continued)
B % #aR (4) Loans and advances (Continued)
- BB ANER T A FEGRK - a breach of contract by the debtor, such as
WHE AT ) B BUA 4 95 A 18 a default or delinquency in interest or
HIBE A principal payment;
- TERE N HE A A vk AR A - The creditor, for economic or legal reasons
Jr R ER R E R, R related to the debtor’s financial difficulty,
T 75 A S 1 5 0% A HH grants to the debtor a concession;
W
- W AR AT e 3] P B AT - Probable that the debtor will become
FoAth B 75 B4 bankrupt or undergo other financial
reorganisation;
- DL KR 47 40 B B R A — - The purchase or origination of a financial
THe G E, STt asset at a deep discount that reflects the
TEAGERHBRNER; incurred credit losses;
- BN B AR AT AT T A - Any of the debtor’s principal, advances,
4. BOR. FEEHR AR interest or corporate bonds invested due to
2 E] SR s B g0 the Bank are overdue for more than 9o
Ko days.
(s Bonds
- BT TR AT E R K - The issuer’s loans and advances in this
R TS RIE branch  have  experienced  credit
impairment;
- EIFa & D 8 - The bond is rated D;
- PEAT T R E K A - The disappearance of an active market for
M, PEAeREE AR that financial asset because of financial
BTG 5 difficulties faced by the issuer;
- AT T B AR AT AT AT A - Any of the issuer’s principal, interest or
G FE B E R A A 6 corporate bonds invested due to the branch
F I 1R . are overdue for more than 1 day.
SRl A E SR AE FHIE, AR Financial assets may be credit-impaired due to the
ZAHHE N ILEER S, KRR joint effect of multiple events rather than separately
A EEL ) 1 A P B identifiable events.
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BANK OF CHINA (MACAU) LIMITED
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4

41

(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
[English translation for reference only]

4

41

4

(5)

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

Parameters for the of ECL

(Continued)

measurement

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.

Forward-looking information

The assessment of significant increase in credit risk
and the calculation of ECL involve forward-looking
information. The Bank’s assessment of ECL as at 31
December 2023 takes into account the impact of
changes in the current economic environment on
the ECL model, including the debtor’s operating
and financial conditions, degree of exposure to the
economic environment, environmental and climate
change impacts, and specific industry risks.

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
[English translation for reference only]

4

41

(5)

(6)

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.

Management over(under)lay

The Bank continuously evaluates the ongoing
applicability of judgments and assumptions
involved in measuring ECL. When model validation
results indicate that there are insufficient scenario
considerations in the design of the model, or new
risks are not taken into account in modelling, the
impact on the ECL will be reflected through
management over/(under)lay. The application of
management over/(under)lay involves numerous
judgments, and the Bank has established robust
processes, internal controls, and governance
mechanisms  when  applying management
over/(under)lay. The Bank assess the necessity of
management over/(under)lays based on reasonable
assumptions and criteria, and clearly define the
time frame for their usage.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4

41

GV

Financial risk management (Continued)
Credit risk (Continued)

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.

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.

Financial assets at fair value through profit
or loss and investments in debt securities

Collateral is generally not sought on debt securities.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4 SRR E (&) 4 Financial risk management (Continued)
41 EERERGE 4.1 Credit risk (Continued)
A) [FERREAEGE (A) Credit exposures (Continued)
TESRAT R H A& iR < 45 8% K€ Balances and deposits with banks and other
B financial institutions
EEINZTHEFOINE, —Kagl These exposures are generally considered to be low
AR PR . PR — A g st risk due to the nature of the counterparties.
S R AU . Collateral is generally not sought on these assets.
B A HMIRIE. B3R RIE Loans and other accounts, loan
wRER commitments and financial guarantee
contracts
AAT R B B R S H A IRIA. B Loans and other accounts, loan commitments and
G ST BB DR A R PRI ) L financial guarantee contracts are collateralised to
WETHL, BRI i m. A the extent considered appropriate by the Bank
&P BRI EE R T taking account of the risk assessment of individual
PHEE 4.1B)AGE) . BA FHE exposures. The collateral coverage of loans to
T M ARG 2 RS, IR R customers is analysed on Note 4.1(B)(d)@).
MEEE R M, RITeFRE Regarding the  commitments that are
HAZ BRI 75 o 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.
(B) EREHAERIA (B) Loans and other accounts

S MU Y i I 2 A8 L A R
A% E SR B R -

Gross loans and other accounts before impairment
allowances are summarised by product type as
follows:

2023 2022
T T
MOP’000 MOP’000

HPEBER Loans to customers

[EPN Personal

- Y48 - Mortgages 86,738,924 87,852,980
-fEHF - Credit cards 341,382 390,056
- HAth - Others 61,611,156 55,806,635
148,691,462 144,049,671
JEETF S Accrued interest 2,002,681 2,599,695
151,594,143 146,649,366
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NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4
41

(B)

F—PEB

Stage 1
TN
MOP’000

149,127,541 - -

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

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.

Gross loans and other accounts before impairment
allowances are analysed by internal credit rating
and stage classification as follows:

2023
p: 12
Stage 2
T o
MOP’000

=SB W
Stage 3 Total
T T
MOP’000 MOP’000

149,127,541
1,680,275
97,876
62,284
626,167

- 1,680,275 -
97,876
62,284

626,167

149,127,541
(472,486)

1,680,275
(187,836)

786,327
(329,833)

151,594,143
(990,155)

148,655,055

1,492,439 456,494 150,603,988
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BANK OF CHINA (MACAU) LIMITED
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4 Financial risk management (Continued)
4.1 Credit risk (Continued)

(B) Loans and other accounts (Continued)

2022
B R (24 FEE
Stage 1 Stage 2 Stage 3 Total
T TP T TP
MOP’000 MOP’000 MOP’000 MOP’000
BFEEXR Loans to
customers
1E# Pass 144,621,242 - - 144,621,242
[2Rz3 Special mention - 1,406,188 - 1,406,188
RA Substandard - - 219,974 219,974
5 Doubtful - - 168,338 168,338
R Loss - - 233,624 233,624
144,621,242 1,406,188 621,936 146,649,366
THEA(S HR K ECL (622,618) (168,691) (256,717) (1,048,026)
143,998,624 1,237,497 365,219 145,601,340
(@ BEEX (a) Impaired loans
WE 2 % P BT r Impaired loans to customers are analysed as
follows:
2023 2022
THM T T
MOP’000 MOP’000
BB Gross loans to customers 786,327 621,936
% P BB R E 7 L Percentage of gross loans to
customers 0.52% 0.42%
5 3 BB TEIARIME AR A Stage 3 ECL 320,833 256,717

IWAE 2 5 P BRI L AT B
BB TR« [TArgE] L
[R5 ] BaKE O A = B

IRAE YE A O 5 I B AR A
fRfE-

Impaired loans to customers represent loans which
are either classified as “substandard”, “doubtful” or
“loss” under the Bank’s classification of loan
quality, or classified as Stage 3.

The impairment allowances were made after taking

into account the value of collateral in respect of the
credit-impaired loans.
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AR MR NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]
4 SRR E (&) 4 Financial risk management (Continued)
41 EERERGE 4.1 Credit risk (Continued)
(B) EBIHEAMERIHGEE) (B) Loans and other accounts (Continued)
(@ BEEKE) (a) Impaired loans (Continued)
2023 2022
TR G T
MOP’000 MOP’000

ot LAE IR EZEABIE  Current market value of
P BT ST E collateral held against the
covered portion of
impaired loans to
customers 1,019,393 706,422

LIRERMNEEZBMAEE  Covered portion of impaired
PR loans to customers 571,896 424,496

FRREHAITMEZE WA Uncovered portion of

BPEEXK impaired loans to
customers 214,431 197,440
A 20234 12 A 31 H, ®REWEHE As at 31 December 2023, there were no impaired
ZERAT S Hoth £ AR RS B K (2022 loans to banks and other financial institutions
e M), (2022: Nil).
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

[English translation for reference only]

4 SRR E (&) 4 Financial risk management (Continued)
41 EERERGE 4.1 Credit risk (Continued)
(B) EBIHEAMERIHGEE) (B) Loans and other accounts (Continued)
(b) HHAEE 3 A &K (b) Loans overdue for more than three months
WA 3 (8 H < B AR AT The gross amount of loans overdue for more than
e three months is analysed as follows:
2023 2022
K| 75 5 B ot % P&
T[T HHET Y H TG HEHEA Ty
Percentage of Percentage of
Amount gross loans to Amount gross loans to
MOP’000 customers MOP’000 customers
HPEEHAHE, © Grossloans to
. customers which
have been
overdue for:
- i g fE H AR - six months or less
I 6 1 A but over three
months 52,700 0.04% 110,032 0.08%
- i 6 fli H EA - one year or less
AR 1 but over six
months 112,559 0.08% 140,821 0.10%
- M 1A - over one year 585,089 0.39% 231,258 0.16%
iR 32 Loans overdue for
B over three months 750,348 0.50% 482,111 0.33%
% 3 FEBTEMIM(E  Stage 3 ECL
EEEEN 314,203 193,796
2023 2022
TP T
MOP’000 MOP’000
BRI R EENZF  Current market value of
B M i collateral held against the
covered portion of such
loans to customers 932,933 588,496
FIREMHREZEZEZTE  Covered portion of such
K loans to customers 537,158 286,607
LIRRAEIRIFNEZZES  Uncovered portion of such
B loans to customers 213,190 195,504
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4
4.1
(B)
(b)

()

BB bR

4 SRR BB (HE)

41 FEARG

3B) B R MERIE ()

(b) EEE 3 EAZEXRGE
161 1 B R BB E B R B HEFR R B
BFEE NS P IH T FEE%EY
¥, HEME.
A 2023 4F 12 A 31 H X 2022 4F
12 A 31 H, HRAEEHE 3 [
H 2 8847 Je FoAth & Rl A B 3K

(©) WEHARK
LHEAEFEHRE  Rescheduled loans

FE(S IR AL A to customers net

iy T 3
TAH &3]

of amounts
included in

) “Loans overdue

for more than
three months”

A AR A A N B AR i
58 B A 35 4 DR TR K R ] R K
AESRAT BELAE N W 1o KR 1
MEAE R, HETTRAE RS
B O S IR R AT T S R
B TAERSEE ] o BRI B4R
A HH G R VE ks 3
A, RIGSEE [ayiEa 3 A2
&k .

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

Loans overdue for more than three months
(Continued)

The collateral for overdue or impaired loans mainly
includes residential mortgage properties and
commercial properties under personal credit
account.

As at 31 December 2023 and 31 December 2022,
there were no loans to banks and other financial
institutions overdue for more than three months.

Rescheduled loans
2023 2022
(EE-IEN=¢ 4 HEFER
G HEEE oL Kt HEEE

Percentage of
gross loans to

Percentage of
gross loans to

Amount customers Amount customers
TN T o
MOP’000 MOP’000

1,034 0.00070% 1,111 0.00077%

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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NOTES TO THE FINANCIAL STATEMENTS
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4 Financial risk management (Continued)
4.1 Credit risk (Continued)
3B) Loans and other accounts (Continued)

(d Concentration of loans to customers

@) BATENM B F P REEE G) Sectoral analysis of gross loans to customers
2023
HEA A B JRAE A -
BEEH HoAbHEA R ER ERIERGE G B E—F
MEH FEEZAS A Big:] BB (24
% covered by Impairment Impairment
Gross loans to collateral or Gross allowances - allowances -
customers other security impaired loans Overdue Stage3  Stages1and 2
T T 7T T 7T T T 7T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’ 000
PN Personal loans

R EPNZIEECE A= Eid - Personal residential mortgage
loans 83,946,670 95.26% 564,834 1,172,121 254,175 360,389
-HAMENE K - Other personal loans 57,082,907 90.85% 180,154 663,119 57,055 260,859
TEMRFIE 2 Bk Loans for use in Macau 141,029,577 93.48% 744,988 1,835,240 311,230 621,248
MM LAMEF 2 &5 Loans for use outside Macau 7,661,885 92.40% 41,339 138,268 18,603 39,074
BB Gross loans to customers 148,691,462 93.42% 786,327 1,973,508 329,833 660,322
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4 Financial risk management (Continued)

4.1 Credit risk (Continued)

3B) Loans and other accounts (Continued)

(d Concentration of loans to customers (Continued)

BITENMEZ R P ERBEGE) i) Sectoral analysis of gross loans to customers (Continued)

EPNCE
AN BRI R

SHAE AR
PP 2 B
FEMPT BLAME ] 2 B

&P R

Personal loans

- Personal residential mortgage
loans

- Other personal loans

Loans for use in Macau

Loans for use outside Macau

Gross loans to customers

2022
A L JRAE e -
BwEEWR FABARI REEK JRAE T - F—M
R EBEZHEAI 4R a1 A FEREEB HREE
% covered by Impairment Impairment
Gross loans to collateral or Gross allowances - allowances -
customers other security impaired loans Overdue Stage3  Stages1and 2
T 7T T 7T T 7T T 7T T 7T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
84,745,518 91.57% 471,977 1,105,926 212,390 423,186
51,889,657 90.71% 117,416 411,167 29,683 317,785
136,635,175 91.25% 589,393 1,517,093 242,073 740,971
7,414,496 87.36% 32,543 143,208 14,644 50,338
144,049,671 91.05% 621,936 1,660,301 256,717 791,309
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[English translation for reference only]
4 SRR E (&) 4 Financial risk management (Continued)
41 EERERGE 4.1 Credit risk (Continued)
(B) EBIHEAMERIHGEE) (B) Loans and other accounts (Continued)
(A FFEZEFEGE (d) Concentration of loans to customers
(Continued)
Gi) FHBEEBSEZEF BREE (ii) Geographical analysis of gross loans to
customers
NHIBTA % P B 3 R 85 The following geographical analysis of loans to
B 5T 2 Frieth, 6 customers is based on the locations of the
KRR R 2. AR PRI counterparties, after taking into account the
PR FTE L BRE 5 FrfE AN ], R transfer of risk. For the loan to a customer
LSRR 2 S 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.
BEFBHEH Gross loans to customers
2023 2022
T T
MOP’000 MOP’000
W Macau 144,759,425 140,792,899
ik Hong Kong 590,468 130,287
HH [ Chinese Mainland 3,334,885 3,123,798
HoAth Others 6,684 2,687
148,601,462 144,049,671
BB Overdue loans
2023 2022
T T
MOP’000 MOP’000
P Macau 1,928,037 1,588,663
T Hong Kong 575 33
e Py 3 Chinese Mainland 44,896 71,605
1,973,508 1,660,301
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4 Financial risk management (Continued)
4.1 Credit risk (Continued)
© Repossessed assets

The Bank had no repossessed assets as at the end of
2023 and 2022.

When the repossessed assets are not readily
convertible into cash, the Bank may consider the
following alternatives:

- Adjusting the selling prices

- Selling the loans together with collateral

- Arranging loan restructuring

(D) Balances and deposits with banks and other
financial institutions

Balances and deposits with banks and other
financial institutions before impairment allowances
are analysed by internal credit rating and stage
classification as follows:

2023
F—REB 2 =SB HE

Stage 1 Stage 2 Stage 3 Total
T o0 T oo T T
MOP’000 MOP’000 MOP’000 MOP’000
58,530,538 - - 58,530,538
58,530,538 58,530,538

(212) - - (212)
58:530)326 - - 58’5309326
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4 Financial risk management (Continued)

4.1 Credit risk (Continued)

(D) Balances and deposits with banks and other
financial institutions (Continued)
2022
F—REB 2 =B HE
Stage 1 Stage 2 Stage 3 Total
T o0 T oo T T
MOP’000 MOP’000 MOP’000 MOP’ 000
65’347!679 - - 655347)679
65!3477679 - - 655347!679
(584) - - (584)
65:347’095 - - 65,347’095

(E) Debt securities and certificates of deposit

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
of deposit based on external credit ratings as at the
balance sheet date are analysed as follows:

2023 2022
FRMIT T
MOP’000 MOP’000
DR R AT BERESHE  Debt securities

investments at

amortised cost
A(ELA L Higher than A (inclusive) 7,273,910 -
F AR Unrated - -
7,273,910 -
JEHRIE Accrued interest 7,082 -
VBB HEAH Impairment allowances (59) -
7’281;833 -
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4
4.1

(E)

Financial risk management (Continued)
Credit risk (Continued)

Debt securities and certificates of deposit
(Continued)

A Rating is classified based on the rating results of
bonds by S&P Global Ratings or similar external
credit rating agencies.

As at 31 December 2023, both debt securities and
certificates of deposit are in Stage 1.

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.

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.
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[English translation for reference only]
4 SRR E (&) 4 Financial risk management (Continued)
4.2  THZERGE) 4.2  Market risk (Continued)
KATHRE ﬁ?i%ﬁlﬁfﬁ REELBREH, H The Bank has established market risk indicators
AR FHE. BRRIREE ] T 5 R and limits to identify, measure, monitor and
Foo FEE TR *ﬁ“iﬂ] FREFELFEEA control market risk. Major risk indicators and
PR BB A . (E4EER . AR limits include but are not limited to VaR, stop loss,
JBE 77305 DA B U At oy BT 4 . 2B open position, stress test and sensitivity analysis.
JEL b FE A RN FRAH AR i 7R B ) 40 4 Major risk indicators and limits are classified into
=g, HEMT R, three levels, and approved by the parent bank.
A) SERE (A)  Currency risk
KATHIE i N AR PP T. The Bank’s assets and liabilities are denominated in
WU RETEFEEY, EHRE major currencies, particularly Macau Pataca, HK
R BN, R 2K B A R R Dollar and US Dollar, with low impact from
K. AATIHESH 2 Mg B4 exchange rate fluctuations under the linked
AURELE ], DL oK IR By D ¥ 7 exchange rate system. The Bank minimises
&SR A B S 2kE F A, potential currency mismatches by rationally
AN AR R ZESF N T Hh BE arranging the source and use of foreign currency
HHo ARAT 108 2B 42 i 1 i 1 V54 DA funds. Foreign exchange funds mainly come from
TSI A, R TR foreign currency deposits, placements from banks
B A I 2 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.
TR AAT F BB R The table below is prepared with reference to the
SWARFFAINEB & E )EJ#& completion instructions for the return of Monetary
KPR ST AR Authority of Macau relating to foreign exchange
and summaries the Bank’s major foreign currency
risk levels.
2023
TIRFTeEHE
Equivalent in MOP’000
EH I NG HoAh A A 4R
Other
foreign  Total foreign
USD HKD RMB currencies currencies
HEGE Spot assets 34,742,442 89,647,795 7,176,862 5,505,216 137,072,315
TN =Ly Spot liabilities (39,423,245) (72,117,255)  (22,587,330) (5,110,342) (139,238,172)
EHEE Forward
purchases and
sales 3,987,525  (18,386,863) 15,378,888 (398,311) 581,239
HARE BRI Net options
position 1,724 - - - 1,724
JoR S Short position (691,554) (856,323) (31,580) (3,437) (1,582,894)
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NOTES TO THE FINANCIAL STATEMENTS
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4 SRAMEEE) 4 Financial risk management (Continued)
4.2 T35 LB (48) 4.2 Market risk (Continued)
A) SRR (A)  Currency risk (Continued)
2022
TR e E
Equivalent in MOP’000
FEIT ™ AR HoAt o1 H s LA
Other
foreign  Total foreign
USD HKD RMB currencies currencies
W& E Spot assets 27,327,347 78,487,400 28,896,311 4,376,967 139,088,025
& AH Spot liabilities (27,467,668)  (78,095,010)  (29,013,776) (4,000,016)  (138,576,470)
HIAEE Forward
purchases and
sales 65,287 398,603 58,198 (374,059) 148,119
HIHE IR Net options
position 700 - - - 700
/(B I iR Net long/(short)
position (74,334) 791,083 (59,267) 2,892 660,374
B) R (B) Interest rate risk

AR B B2 TR IR AR EE A
ﬁ%@?%%%%?i%@ﬁTﬁ
ISR AT BB 2 AN AE B AR 32
PR R . AAT A 3 2
AR SRAT R P B AR 2 H
B E B IR I AL RS, DL B
FE P R B i R R R R Rl 1) AN —
.

AAT 3 A HE Tﬁﬁﬁtﬁﬁﬁ"ﬂi
ﬂ“*fi *Eﬁﬁi%%%%“
#r( TALCO | Y#t#Em <<EPI£E
U P B 15 PR 2 =] SR 47 HR ) =%
AREHERE) , BEABEHE
,\E%‘fﬁﬁﬁﬁ@ﬂ}iﬂ 0 ) e e R
WM., BEAMSHEIEMET
ﬁﬁﬁﬁﬁﬁﬂﬁiﬂﬁw’]}%géﬁiﬁfiﬁ&
H, WI{EAIR BT & B 6| R
AR, B R B AN B, B
BURBERBAMATED, W& B S
ANEUKREEABEETERE GRE
&,

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 Risk
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 Management 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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4
4.2

®)

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

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.

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, US Dollar and RMB in terms of interest
rate risk. As at 31 December 2023 and 31 December
2022, 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:
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NOTES TO THE FINANCIAL STATEMENTS
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4 Financial risk management (Continued)

4.2 Market risk (Continued)

3B) Interest rate risk (Continued)

2023 2022
T T T 7
MOP’000 MOP’000
200 basis point parallel
up of yield curve
Total (209,539) 49,477
Of which:
MOP 12,164 61,023
HKD (18,002) 279,404
UsD (160,770) (133,855)
RMB (42,931) (157,095)
200 basis point parallel
down of yield curve
Total 209,539 (49,477)
Of which:
MOP (12,164) (61,023)
HKD 18,002 (279,404)
USD 160,770 133,855
RMB 42,931 157,095

FE W ot = il 8% 14T EF2 200 2k
EirtEl R, B 2023 F R KK
BRSO EANTE/RATTE.

FEW ot R i 87147 F A2 200 2k
BRIl R, B 2023 F AR EY
BRI EERN BRI E.

FR U R S PR B AL,
AL (EABRR) T o, aikl
FATRE . RET S ARG H] 5 JH
B mT EPR X A R B AT B L
ERIA A A REE YR R
W H & b 80 AT B H 2 R
e F R R AR R A AT B A
gAY — Y

In 200 basis point parallel up of yield curve, the
overall impact on economic value of the above
currencies is negative in 2023.

In 200 basis point parallel down of yield curve, the
overall impact on economic value of the above
currencies is positive in 2023.

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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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4 Financial risk management (Continued)
4.2 Market risk (Continued)
(B) Interest rate risk (Continued)

The tables below summarise the Bank’s on-balance sheet exposure to interest rate risk
as at 31 December. Assets and liabilities are presented as the carrying amount on the
balance sheet, and classified by contract repricing date or maturity date (whichever is
earlier). The Bank manages interest rate risk of banking book by controlling the
interest rate sensitive gap, avoiding significant impact of interest rate fluctuations. The
Bank’s interest rate risk exposure is classified and calculated in accordance with the
regulations of the Monetary Authority of Macau No. 51/B/2008-DSB/AMCM, and the
relevant practices comply with local regulatory requirements.

2023
—MEAN —Z&={fH =&+ fHA — B =HEMUE St
Up to 1 month 1to 3 months  3to 12 months 1to 3 years Over 3 years Total
T T 7T T 7T T 7T T T 7T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
41,286,818 4,025,100 - - - 45,311,918
139,769,936 1,310,597 2,081,675 127 5,297,357 148,459,692
1,495,677 2,586,878 1,946,595 1,075,020 169,740 7,273,910
8:331:163 - - - - 8:331)163
190,883,594 7,922,575 4,028,270 1,075,147 5,467,097 209,376,683
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SRITIRBHAIRPUXAME  Interest rate sensitive
liabilities in the banking

book
SRAT [F) ZEAF I Deposits from banks
TE#K Deposits
ot £ 1 Other liabilities

BTSN REKAME Total interest rate sensitive
fcks liabilities in the banking
book

SR AT M R 2 U Interest rate sensitivity gap in the
B banking book

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

[English translation for reference only]

4 Financial risk management (Continued)

4.2 Market risk (Continued)

(B) Interest rate risk (Continued)

2023
—EAN —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 7T T 7T T T 7T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
15,821,110 4,500,000 14,240,000 - - 34,561,110
92,191,476 29,538,660 39,821,991 170,363 - 161,722,490
108,012,586 34,038,660 54,061,991 170,363 - 196,283,600
82,871,008 (26,116,085) (50,033,721) 904,784 5,467,097 13,093,083

87



FBISRAT P A R AT
SA B AUS B RE

4 SRlE R E (5D
4.2 THERGE)
®) FREHGEE)

STIRENRHKEE Interest rate sensitive assets

in the banking book
SRAT IR SEPR IR Placements with banks
Bk S K Loans and advances
HoAh & Other assets

SBATIRERN REREE Total interest rate sensitive
fcks assets in the banking book

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

[English translation for reference only]

4 Financial risk management (Continued)

4.2 Market risk (Continued)

(B) Interest rate risk (Continued)

2022
—EAN —&={iA =&+ fHA —B=F =HEMUE St
Up to 1 month 1to 3 months 3to 12 months 1to 3 years Over 3 years Total
T 7T T T T 7T T 7T T T 7T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
58,674,995 - - - - 58,674,995
127,845,901 3,593,403 3,845,492 3,199,764 5,323,927 143,808,487
4’089’477 - - - - 4’089:477
190,610,373 3,593,403 3,845,492 3,199,764 5,323,927 206,572,959
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SRITIRBHAIRPUXAME  Interest rate sensitive
liabilities in the banking

book
SRAT [F) ZEAF I Deposits from banks
TE#K Deposits
ot £ 1 Other liabilities

BTSN REKAME Total interest rate sensitive
fcks liabilities in the banking
book

SR AT M R 2 U Interest rate sensitivity gap in the
B banking book

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

[English translation for reference only]

4 Financial risk management (Continued)

4.2 Market risk (Continued)

(B) Interest rate risk (Continued)

2022
—EAN —&={iA =&+ fHA —B=F =HEMUE St
Up to 1 month 1to 3 months 3to 12 months 1to 3 years Over 3 years Total
T 7T T T T 7T 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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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

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, policies and local
regulatory requirements 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 and placements
with banks) 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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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

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 2023 and
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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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4 Financial risk management (Continued)
4.3 Liquidity risk (Continued)
A)

Liquidity risk management

() Average liquidity

2023 2022
T[T T
MOP’000 MOP’000
Minimum weekly demand
for cash in hand 3,909,688 4,032,659
Average weekly balance of
cash in hand 6,428,164 7,699,080

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

The average weekly liquidity is calculated by
multiplying the basic liabilities by the specified

FaET ratios in line with the regulation of Monetary
Authority of Macau.
(i) PHEEER (ii)  Average liquidity ratio
2023 2022
— & H PR Eh t One-month average
liquidity ratio 62% 60%
=8 A RREN R Three-month average
liquidity ratio 52% 50%
S5 ) AR AR SRR 6 R The average liquidity ratio is calculated as the
P R T A B B L R DL simple average of the ratios of specific assets to
H et —E I 8 BT G . liabilities in the last week of each month in line
with the regulation of Monetary Authority of
Macau.
Gii) REMEEHEE (iii) Liquid assets
2023 2022
TR 0 T
MOP’000 MOP’000
HAEAT R 1B = Liquid assets 62,347,405 61,818,718
AH B B Related liabilities 172,590,790 172,058,331
AEftee & E A AE  Ratio of liquid assets to
)= related liabilities 36% 36%

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

Placements with banks

Financial investments

Derivative financial
instruments

Loans and advances

Properties and
equipment

Other assets

Deferred tax assets

Total assets

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

[English translation for reference only]
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.

2023
=%

RIA —@AN —ZE={8H +=M\H —FE AR =4 R N =h HaEt
Upto1 1to3 3to12

On demand month months months 1to 3 years Over 3 years Indefinite Total

T TG T TG T TG TG TG

MOP’ 000 MOP’ 000 MOP’ 000 MOP’000 MOP 000 MOP 000 MOP’000 MOP 000

24,694,364 - - - - - - 24,694,364

8,331,163 - - - - - 10,024 8,341,187

- 24,215,001 4,025,100 - - - 72,605 28,312,706

- 1,495,676 2,586,879 1,946,595 1,075,020 169,740 19,425 7,293,335

118,780 197,291 296,157 316,284 6,713 - 4,296 939,521

840,121 777,579 6,273,702 14,049,624 17,859,079 108,891,357 1,912,526 150,603,988

- - - - - - 63 63

- - - - - - 2,365,480 2,365,480

- - - - - - 4,095 4,095

33,984,428 26,685,547 13,181,838 16,312,503 18,940,812 109,061,097 4,388,514 222,554,739
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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

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

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

B) Maturity analysis (Continued)

2023
=%

i) —@AN — B =fEH +=fE A — AR =LA R AHfEE F Ha5T
Upto1 1to3 3to12

On demand month months months 1to 3 years Over 3 years Indefinite Total

TG TG TG TG T8 TG TG TG

MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000

714,374 15,213,520 4,500,000 14,240,000 - - 396,386 35,064,280

1,306 96,913 210,292 178,779 5,432 - - 492,722

81,748,442 15,732,695 31,474,416 39,924,476 170,363 - 907,406 169,957,798

- - - - - - 2,046,336 2,046,336

- - - - - - 213,207 213,207

82,464,122 31,043,128 36,184,708 54,343,255 175,795 - 3,563,335 207,774,343

(48,479,694) (4,357,581)  (23,002,870)  (38,030,752) 18,765,017 109,061,097 825,179 14,780,396
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(B) EFHHSE)

B Assets

JEALEA G AT TR [F) 3 Cash and deposits with
banks

ORI &MEH R 2 Deposits with Monetary

7k Authority of Macau

EA LS8 Financial investments

e 4T A Derivative financial
instruments

B3I Loans and advances

HAh & E Other assets

TR AEFR T & 2 Deferred tax assets

&M Total assets

BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

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

B) Maturity analysis (Continued)

2022
=%
RIHA —@AN —ZE={8H +=M\H —FE AR =LA R N =hi HaEt
Upto1 1to3 3to12
On demand month months months 1to 3 years Over 3 years Indefinite Total
T TG T TG 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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4 SRR EE () 4 Financial risk management (Continued)
4.3 REBESEBGED) 4.3 Liquidity risk (Continued)
B FWHIE) (B) Maturity analysis (Continued)
2022
=%
] —MAAN —E={0H +={8A —E =4 AR AT sE H “aEt
Upto1 1to3 3to12
On demand month months months 1to3years  Over 3 years Indefinite Total
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
=04 Liabilities
[F) A7 BGR IR Deposits from banks 609,858 16,521,947 4,000,000 9,500,000 - - 64,372 30,696,177
e T A Derivative financial
instruments 1,814 147,513 346,438 373,556 5,719 - - 875,040
& FAER Deposits from customers 96,771,320 11,670,245 31,291,867 20,839,362 483,266 - 558,389 170,614,449
HoAth & 4% Other liabilities - - - - - - 2,563,276 2,563,276
IR A Tax provision - - - - - - 29,512 29,512
A Total liabilities 97,382,992 28,339,705 35,638,305 39,712,918 488,985 - 3,215,549 204,778,454
BN A Net liquidity gap (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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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 AR5 29 B H 27 2 B financial liabilities by remaining contractual maturity.
2023
—fEAN —ZE=fAH =&+fEH —E FAFELLE “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 15,938,212 4,600,948 14,867,684 - - 35,415,844
B Deposits from customers 97,728,281 31,924,428 41,037,352 185,749 - 170,875,810
o Ath 4 ik & £ Other financial liabilities 1,363,400 - - - - 1,363,400
SRAERE Total financial liabilities 115,029,893 36,534,376 55,905,036 185,749 - 207,655,054
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4 SRlE R EEE) 4
4.3 REBESEBGED) 4.3
(©) #EXNFW OO RKITTRBRESRMEH) ©)
(a) IEMAETRZBRERGE) (a)

SRIE A Financial liabilities

[R EA7 TBGR IR Deposits from banks

BIFAEH Deposits from customers

HoAth 4x b & i 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)

2022

—fEAN —ZE = H =&+ A —E AR TAELL L Ha5
Up to 1 month 1 to 3 months 3 to 12 months 1to 5 years Over 5 years Total
TPt TPt TPt TPt TPt T
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
17,155,923 4,061,501 9,694,689 - 64,372 30,976,485
108,522,791 31,648,660 30,496,445 513,261 558,389 171,739,546
1,998,839 - - - - 1,998,839
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
[English translation for reference only]

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

2023
—@AN —Z&={iH =&+ A —ZE T FAELLE 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
29,124,922 27,846,668 42,675,722 316,399 - 99,963,711
(29,011,035) (27,759,461) (42,511,610) (315,075) - (99,597,181)
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4 Financial risk management (Continued)

4.3 Liquidity risk (Continued)

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

(b) Derivative cash flows (Continued)

TR BERLMESE S 2 fiT4E 4 Derivative financial liabilities settled

il & on a net basis

AR MELE S 2 A1 4E 4> Derivative financial instruments

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

2022
—@AN —ZE={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 TP 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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NOTES TO THE FINANCIAL STATEMENTS
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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 2023 and 31 December 2022,
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:

2023 2022
TP T
MOP’000 MOP’000
HEEBEBMRIEE Direct credit substitutes - -
L5 A B 1 BORME T Transaction-related
contingencies 21,301 17,651
HoAth A Other commitments
- JRAHARR 1 4L | - With an original maturity
of over one year 1,629,116 1,856,581
- A S AR A HRTH - That are unconditionally
cancellable 8,367,176 8,278,793
10,017,593 10,153,025

HA SRR AR E L EA G
AERCIEIRE, AAT B RS EUR FES
BRI -

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

Analysis of undiscounted cash flows by

(€::)) contractual maturities (Continued)
(c) BEAERIEE (B (o) Off-balance sheet items (Continued)
B BB KA E () Contingent liabilities and commitments
(Continued)
(b) EAREE (b)  Capital commitments
2023 2022
T[T T
MOP’000 MOP’000
DA A EMERANRI 4% Amounts that were
contracted for but not
recorded
- WK R B T RE - Software and renovation
projects - 13,426
CHEHERFRT & &40 Amounts that were
authorised but not
contracted for
- WK R B T RE - Software and renovation
projects - 980
- 149406
4.4 EBXEH 4.4  Capital management

AATEAE B H AR R EORAESS 7T
MBEARCISCRF T 95, (RPEAESRF
MAEE R T AT IREE A T vE AR
K, TR HLASE B ] 0 2 0
WE . ATEARE WL RE
R, (R G 7E B (0 AR b R o i
Al wHEL BRI SRR ) &
FEE R, HEOR A KT B S 9
Jee o R IR AN AAT 2 JE B i B 4
BHE. ATHAERCERA, R
GRS LA T, IR AL A A
KRS, WSRNTEE AR, SiEM
BERAMIRR, 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
[English translation for reference only]

4

4-4

4.5

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 self-owned capital used by the Bank to
calculate the capital adequacy ratio includes Tier 1
capital and Tier 2 capital. Tier 1 capital is mainly
the core Tier 1 capital and is in line with local
regulatory requirements.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

4

4.5

Financial risk management (Continued)
Operational risk (Continued)

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.

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.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

Fair value of assets and liabilities

(Continued)

Assets and liabilities measured at fair value
(Continued)

- 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. The
fair value of precious metals is based on active
market prices or adjusted market prices.

EMEE Financial assets
A4 T A Derivative financial
instruments
PIAREMERI R H  Financial assets at
R LR NC ] fair value through
TR Rl profit or loss
g E
AR Financial
liabilities
A4 T A Derivative financial
instruments
SERETETERR Structured deposits

2023
F—IEH B JEA E=IEE 5

Level 1 Level 2 Level 3 Total

T T o0 TR0 T

MOP’000 MOP’000 MOP’000 MOP’000

- 939,521 - 939,521

- 11,503 - 11,503

479,363 - - 479,363

- 492,722 - 492,722

- 27,095,285 - 27,095,285
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5.2

NOTES TO THE FINANCIAL STATEMENTS

BANK OF CHINA (MACAU) LIMITED

[English translation for reference only]

EMEE Financial assets
A4 T A Derivative financial
instruments
PIAREMERI = H  Financial assets at
R LR NC ] fair value through
TR Rl profit or loss
AR Financial
liabilities
A4 T A Derivative financial
instruments
SERETETER Structured deposits

JEUA REES R R EN AR

Fair value of
(Continued)

assets

and

liabilities

Assets and liabilities measured at fair value

(Continued)
2022

F—IEH 5 JE A F=E A 5
Level 1 Level 2 Level 3 Total
Tt THM T TEM T Tt
MOP’000 MOP’000 MOP’000 MOP’000
- 1,038,208 - 1,038,208
- 2,061 - 2,061
- 875,040 - 875,040
- 9,096,113 - 9,096,113

Assets and liabilities not measured at fair

B AR AR SR B AE R R
el A AR R B A7 TR
[FISE AFTB07 e s B R 2 A7 3K
PR SE . BRI LAHERR AL
AEFE N EIFHRE . F R AR
W =P

TEIIRTLE 2023 4 12 31 H
A3 o RAEAE SR ) U A 5
B 1)1 7 1 1 IR T LA % AR R
N FREAE, MTE 2022 F 12 A 31
H, RITIAFA UBGRRART 2
FEHRRE . 8 EAERTHA
DL AR AT 2 10 4 mh T R B
Fe R, 1E 2022 4F 12 31 H X%
2023 F 12 A 31 HWERMEHEA
AREEEERER,

5.2

value

Financial assets and financial liabilities that are not
measured at fair value in the balance sheet include
deposits with banks, deposits with Monetary
Authority of Macau, placements with banks, loans
and advances, debt securities investments at
amortised cost, deposits from banks and deposits
from customers.

The table below sets out the carrying amount and
corresponding fair value of debt securities
investments at amortised cost as at 31 December
2023, not presented at fair value, whereas the Bank
had no debt securities investments at amortised
cost as at 31 December 2022. The carrying amount
of other financial instruments at amortised cost
such as loans and advances in the balance sheet as
at 31 December 2022 and 31 December 2023 is a
reasonable approximation of their fair value.
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BANK OF CHINA (MACAU) LIMITED

AR MR NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]
5 BEMAERAREMEGE) 5 Fair value of assets and liabilities
(Continued)
5.2 EUAREEFENEEMNEE 5.2 Assets and liabilities not measured at fair
(€::)) value (Continued)
2023
RRTA AREE
Carrying
amount Fair value
TP T
MOP’000 MOP’000
SREE Financial assets
DI AR AT B 2 %5 #E  Debt securities investments
at amortised cost 7,273,910 7,274,291

DGR A T B R R

PR TR 2 oy S (B O B R
5.1 WULZ2 fe fE{E & 1 fi 23 PR
Z TR

TRIIR CPEE L Fo (B 1 R

Debt securities investments at amortised

cost

The fair value of these instruments is determined in

the same way as for the bonds measured at fair
value in Note 5.1.

The table below shows the fair value levels of

THZ A RBEESEH. financial instruments whose fair values have been
disclosed.
2023
F—E A Ak A HEE
Level 1 Level 2 Level 3 Total
T T o0 TR0 T
MOP’000 MOP’000 MOP’000 MOP’000
SR E Financial assets
PUiteR AT 82 Debt securities
EHFHE investments at
amortised cost 1,244,760 6,029,531 - 7,247,291
F BN B 6 Net interest income
2023 2022
TP T
MOP’000 MOP’000
ISV ON Interest income
FETBORR [ SE 3K Deposits with banks 967,338 3,803,269
TEIBA R 478 )EJ' KA Deposits with Monetary
] Authority of Macau 82,626 16,090
Bk I Kk Loans and advances 4,626,027 9,826,375
LR A Financial investments 118,931 2,076,380
HAth Others - 73
5,794,922 15,722,187
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AR MR NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]
6 F BB NS E) 6 Net interest income (Continued)
2023 2022
T T
MOP’000 MOP’000
FBSZH Interest expenses
BFAER Deposits from customers (3,425,496) (4,844,490)
FEL3i¢ L Deposits from banks (1,546,319) (3,165,365)
AT AGE Certificates of deposit issued - (848,851)
TR B ES Debt securities issued - (535,255)
HoAth Others (442) (120)
(4,972,257) (9,394,081)
FR W VR AR Net interest income 822,665 6,328,106
G A 2022 FREUARE Note: In 2022, amounts from financial
EEE N E M investments at fair value through profit or
AR SR E KB R loss and loans and advances were less than
B LONFEBERAD 5% of the interest income.
5%
7 e & AR &N B4R 7 Net fee and commission income
2023 2022
T T
MOP’000 MOP’000
8= ST E LN Fee and commission
income
BRER M A s & Loan business and other
service fee 47,492 542,860
B 7 Rl 3 Trade financing business - 79,503
SRAT R Bank card businesses 212,983 351,220
AR OR I S5 Insurance agency 312,651 323,347
HARAREEZETS Other agent business 355,429 503,005
FHoAth Others 102,816 118,426
1,031,371 1,918,361
W& B A4 Fee and commission
expenses (194,689) (416,742)
Wi & A SN TR R Net fee and commission
income 836,682 1,501,619
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

[English translation for reference only]

7 Net fee and commission income
(Continued)
2023 2022
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 34,254 354,323
- Fee and commission
expense (9,527) (13,371)
24,727 340,952
8 Net trading (loss)/gain
2023 2022
TP T
MOP’000 MOP’000
Net gain on foreign
exchange transactions 564,460 (67,268)
Changes in fair value of
financial assets at fair value
through profit or loss 9,442 (102,188)
Others 1,539 155,403
575,441 (14,053)
9 Gain on trading of financial investments
2023 2022
TP T
MOP’000 MOP’000

Net gain on disposal of
financial assets at fair value
through other
comprehensive income -
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NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

Other income - net

2023 2022
TR IT T
MOP’000 MOP’000
FHB N AR Net rental income - 46,731
HAth Others 11 3,800
11 50,531
11 BT FHmM Employee benefits

2023 2022
T[T T
MOP’000 MOP’000

T Ao LA AR A Salaries and other benefits
expenses 109,578 1,504,245

NEEETEIH Provident Fund Scheme

expenses 5,717 66,781
115,295 1,571,026

AATIBARIE 00 ) by i 2 N 3R
BB A PR AR A LR B (R
A PR TR AT S BN Z5 R E
(AN B A7 IR 2~ w1 7 v 7]
o AT KR SRR R BB K i
SE LK E 7 L R T A FR et it

ES

Ko

AT AR M Je A A SR )43
B N ORI B IR A F] .
RIBLRBE (B ) IR A 7RI
JeA BN 3 OR B Gl 7)) It B R
TP AT SR, H 2022 4F 11
AT KR AR IR B 8 K
SE ALK 43 Le L R 1) P R S i
R A FEEET 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.

110



H BERAT GRFD R H FRAF BANK OF CHINA (MACAU) LIMITED
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[English translation for reference only]
12 — AT RS B A 12 General administrative and operating
expenses
2023 2022
THM T T
MOP’000 MOP’000
e H Rental expenses - 50,583
ST BT 1) Management fees paid to the
parent bank - 50,238
Fopth 3 7 # Other management fees 2 31,438
HEME IR & Maintenance costs 44 56,286
TP AL IE Taxation outside Macau - 8,713
TR & Marketing expenses 23,572 76,572
SRR & IT expenses 23,660 76,217
S0 H (M RE 29) Outsourcing expenses
B (Note 29) 324,434 79,268
HAMARE T H Other operating expenses 20,679 192,275
392,391 621,590
13 Bk R HAME EREE R EER 13 Net provision for impairment losses on

loans and other assets

2023 2022
T FHFon
MOP’000 MOP’000
B Loans
- VA AR R - Net impairment losses (57,793) 158,157
- W[l R R - Bad debts recovered (273) (311)
SR E Financial investments
- DAHEGR BAS BT B 1 Gl - Financial assets at
GE amortised cost 59 134

- A RMEMFIEHH%E) - Financial assets at fair
A N AR A B A 1Y) <6 i value through other
& comprehensive income - 122,035
HoAh & 2 B IR SR R Net provision for
impairment losses on other
assets (1,007) (153,503)

(59,014) 126,512
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NOTES TO THE FINANCIAL STATEMENTS

As at 1 January
2023
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
Exchange
differences

Ending balance

Including ECL of
following items:

Loans and
advances

Cash and deposits
with banks

Placements with
banks

Financial
investments

Other liabilities

BANK OF CHINA (MACAU) LIMITED

[English translation for reference only]

Net provision for impairment losses on
loans and other assets (Continued)
Movements of impairment allowances of
financial assets
2023
12 il 3 FHHH
EHEK R AU TR IS 4R R
12-month ECL Lifetime ECL
P& B — ME B — MEE = &5
Stage 1 Stage 2 Stage 3 Total
647,034 168,691 256,717 1,072,442
87,613 (74,532) (13,081) -
(3,484) 5,350 (1,866) -
(284) (25,377) 25,661 -
(85,935) 122,511 78,685 115,261
58,496 6,477 1,456 66,429
(208,950) (15,284) (17,739) (241,973)
(74) - - (74)
494,416 187,836 329,833 1,012,085
472,486 187,836 329,833 990,155
211 - - 211
1 - - 1
59 59
21,659 - - 21,659
494,416 187,836 329,833 1,012,085
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FA TS B RE

13 %g&ﬁﬁﬁé%ﬁﬁéﬁﬂ&ﬁ%ﬂ%
€))

(@ SHMEBEEREEFERIHELGED

20214 12 H
31 H

A& 5T BCR S Em
LR B A
Elkics

A 202281 H1H

PR X
WFIMT

HERB—
HERE
HERR =

As at 31 December
2021

Adjustment of
opening balance
due to changes in
accounting
policies

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

P B B 2k (IF14)/  (Reversal of)/

it

AHEEHR
A [T 45

HEAREREH

Hrh BT HIBIAMN
THHIE R

JEAF B G AT TR
EES
Hob &

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

[English translation for reference only]

Net provision for impairment losses on
loans and other assets (Continued)

Movements of impairment allowances of
financial assets (Continued)

2022
12 il A TEHH
(ELEEEEN TR AP A I TR IS AR R
12-month
ECL Lifetime ECL
ME B —/— P B = /4 )
LK PEE — M 4 it
Stage 1/ Stage 3
General /Special
reserves Stage 2 reserves Total
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

113



T BSRAT GRFDB A R AR

BANK OF CHINA (MACAU) LIMITED

AR R NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]
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
T P B AT B B A SR made due to new loans issued in the current year,
A i 22 B R S H U FHR changes in existing loans without stage transfer and
adjustments of model and risk parameters.
(i) AEFBEAITFEAREEZTIER. K% (D) Reversal in the current year includes reversal made
e B BT B B SR AL AN due to loan repayment in the current year, changes
T 2 W R S [ 45 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,
Feli 7 RS ) 25 S JRE R RS AL s 26 YR complementary tax is imposed on a progressive rate
f 7t 32,000 {H 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
TRIERTA, B RERR R 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 2022
EME., £ 2022 FE K 2023 F and 31 December 2023, 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 T 32,000 increased from MOP 32,000 to MOP 600,000, and
REEEMIC 600,000, MZHEZ taxable profits in excess of MOP 600,000 is taxed
JREERAUS 7 IR 129 [ 5 FRE 2 at a fixed rate of 12%.
(@) BRRFRKBRIES: (a) Taxation in the statement of profit and loss
is:
2023 2022
THM T T
MOP’000 MOP’000
AAEFERITE Tax expenses in the
current year
KPR TR e 4E#  Provision for Macau
complementary tax in the
current year 213,207 620,125
BEIEF IR Deferred tax
BT [y 2 B A AR/ (B TRD) Recognition/(Reversal) of
temporary differences 115 (1,288)
BRI AR IH Taxation in the statement of
profit and loss 213,322 618,837
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NOTES TO THE FINANCIAL STATEMENTS

BANK OF CHINA (MACAU) LIMITED

[English translation for reference only]

2022 FI8 7 R TR KA TE A A
347 2022 £ 1 A 1 HE 2022
£ 11 H 19 HWR K EM L
590,613 M AT 2022 4 11 H 20
HZ 2022 4 12 A 31 HF R

MG 28,224

236 LR T S Bl A9A FEAR5C

SR ET T .

AL

AR 12%5H 5L
K

AT e P
ZHRRRIN

- ANFTHIIRGE AR

TH
- YHAR R
W NFRIFRE 2

- YHART R oA
W NFRIFRE 2

- DA
b

- B

- S

ARIREE Bty
X

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

Taxation (Continued)

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 2022 to 19 November 2022 and tax
of MOP 28,224 of the Bank from 20 November

2022 to 31 December 2022.

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

follows:
2023 2022
T oo % T %
MOP’000 % MOP’000 %
1,786,142 5,349,458
214,337 12.00 641,935 12.00
10 - - -
- - 2,550 0.05
(957) (0.05) - -
(68) - (25,648) (0.48)
213,322 11.95 618,837 11.57
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14 FIE () 14 Taxation (Continued)
(b) EEABRITAHRIES: (b) Taxation in the balance sheet is:
2023 2022
TP T
MOP’000 MOP’000
AREFMRPITERAMEER  Provision for Macau
complementary tax in the
current year 213,207 20,512

(o) CHERIRIEFIEME EM AR (© Deferred tax assets and liabilities

recognised are:

CE B & A R TR AR AT P13 AR
(& )/ A1) SRR 20 A 4 i

The components of deferred tax (assets)/liabilities
recognised in the balance sheet and changes in the

BET current year are as follows:
ISR R Era<
2 BEf 4 AL HEET
Reserves for Reserves for
accounts investment
receivable, etc. revaluation Total
TR0 TR0 TR0
MOP’000 MOP’000 MOP’000
BIEFTRIR Deferred income tax
#2023 1H1H As at 1 January 2023 (1,288) - (1,288)
TERARETA Included in the
statement of profit and
loss 115 - 115
HAth Others (2,922) - (2,922)
A 2023% 12 A 31 H As at 31 December 2023 (4,095) - (4,095)
A 202281 H1H As at 1 January 2022 (1,388) 28,977 27,589
TERARETA Included in the
statement of profit and
loss (1,288) - (1,288)
TEREE N ET H Excluded from reserves -
T AR 37 22 1P Transfer of non-
AT transferred business to
BOC Macau Branch 1,388 (28,977) (27,589)
A 20225 12 A 31 H As at 31 December 2022 (1,288) - (1,288)
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[English translation for reference only]
15 AR R AT R 3E 15 Cash and deposits with banks
2023 2022
TP T
MOP’000 MOP’000
J e Cash 2,817,931 3,658,428
AETBO7A A SE K I Deposits with banks
- TR - In Macau 20,010,348 57,578,723
- TR 8541 - Outside Macau 1,830,257 3,679,479
21,840,605 61,258,202
JEHRIE 36,039 -
R AR HER Less: Impairment allowances (211) (584)
21,876,433 61,257,618
24,694,364 64,916,046

16 FBUA BRI SRE B/ Z 475K 16

Deposits with Monetary Authority of Macau

2023 2022
THM T T
MOP’000 MOP’000
AETBOA 4 b 8 TR R 2 i fIG Minimum deposits with
1EK Monetary Authority of
Macau 2,640,345 2,851,793
FHoAth Others 5,700,842 1,237,684
8,341,187 4,089,477

HWiE % 002/2013-AMCM H:iE 15
BR, AATHHMERRRMESEE R
BARAFFBRUEREIE & & . 7%
TR RS HSBEARRR %
TR E R E—E T E H U
PR PSSR VN =Y T
H#AIZ 70%:

(a) R ] g EESRE AT AR 2
3%;

(®) =AEA LR (RAE =8 7)) AT
WESREAT A2 2%, &
A @M AR K

©) =i A LA g B R AE A &
2 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:

(a)

(b)

(©

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
[English translation for reference only]

17 Placements with banks
2023 2022
TP T
MOP’000 MOP’000
Placements with banks
- In Macau 28,175,700 -
- Outside Macau 64,401 -
28,240,101 -
Accrued interest 72,606 -
28,312,707 -
Less: Impairment allowances (€)) -
28,312,706 -
18 Financial investments
2023 2022
TP T
MOP’000 MOP’000
Financial assets at fair value
through profit or loss 11,502 2,061
Financial assets at amortised
cost
- Monetary bills of Monetary
Authority of Macau 6,029,150 -
- Government bonds 1,244,760 -
7,273,910 -
7,285,412 2,061
Accrued interest 7,082 -
Less: Impairment allowances (59 -
7,293,335 2,061
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[English translation for reference only]

19 frE4m T A 19 Derivative financial instruments
2023
GHI BT A ffEE
GG B ALk
Contract/ Fair value
Notional
amounts Assets Liabilities
T o T o T o
MOP’000 MOP’000 MOP’000
R AT T R Exchange rate derivatives 100,728,085 939,521 492,722
2022
GHI BT A ffEE
GG B ALk
Contract/ Fair value
Notional
amounts Assets Liabilities
T o T o T o
MOP’000 MOP’000 MOP’000
R AT T A Exchange rate derivatives 89,127,470 1,038,208 875,040
20 BEREEK 20 Loans and advances
2023 2022
THM T T
MOP’000 MOP’000

AB R AR B 1R B S K

- A NE K
JE A
I IRAE A

Loans and advances
measured at amortised cost

- Personal loans 148,691,462 144,049,671
Accrued interest 2,902,681 2,599,695
Less: Impairment allowances (990,155) (1,048,026)

150,603,988 145,601,340
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

[English translation for reference only]

21 Properties and equipment and intangible assets
TR ERE BT WA= LUEY & 4 Y%
T b SRATHIZE FARIEARTE OV E G RH 5t (FESHR AR
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 TG T T
MOP’000 MOP’ 000 MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
Cost
As at 1 January 2023 - - - - - - -
Additions - - - 84 - 84 -
As at 31 December 2023 - - - 84 - 84 -
Accumulated depreciation
and amortisation
As at 1 January 2023 - - - - - - -
Depreciation and amortisation in
the current year - - - (21) - (21) -
As at 31 December 2023 - - - (21) - (21) -
Net book value
As at 31 December 2023 - - - 63 - 63 -
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HME

1 o o 4R
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TR S R AT
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REHTE R

A 202241 H1H
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i B PR 45 ]
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NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

21 Properties and equipment and intangible assets (Continued)
A SEHE S AN f I NES LUEY S0 G E
T b SRATHIZE FARIEARTE VTG RE Ha5 (FESHR )
Renovation Intangible
projects and Office Total amounts assets
Bank deferred  furniture and of properties (computer
Freehold land properties maintenance equipment Vehicles and equipment software)
T TG T TG TG TG TG
MOP’000 MOP 000 MOP’000 MOP 000 MOP’000 MOP’ 000 MOP’000
Cost
As at 1 January 2022 13,936 918,703 464,552 1,049,541 18,537 2,465,269 365,207
Additions - - 6,749 49,308 - 56,057 18,935
Transfer of investment properties 188 1,554 - - - 1,742 -
Disposal - - (17,842) (53,505) - (71,347) (17)
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)
As at 31 December 2022 - - - - - - -
Accumulated depreciation
and amortisation
As at 1 January 2022 - 506,021 403,521 834,666 15,429 1,759,637 318,708
Depreciation and amortisation in
the current year - 15,567 38,858 88,582 1,251 144,258 29,536
Transfer of investment properties - 1,024 - - - 1,024 -
Written back on disposal - - (17,842) (53,505) - (71,347) (17)
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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22 Other assets
2023 2022
THM T T
MOP’000 MOP’000
Accounts receivable 1,876,822 1,878,331
Others 500,923 470,008
2,377,745 2,348,339
Less: Impairment allowances (12,265) (10,729)
2,365,480 2,337,610
23 Deposits from banks
2023 2022
THM T T
MOP’000 MOP’000
In Macau 34,023,420 30,035,733
Outside Macau 644,474 596,072
34,667,894 30,631,805
Accrued interest 396,386 64,372
35,064,280 30,696,177
24 Deposits from customers
2023 2022
THM T T
MOP’000 MOP’000
Demand deposits and
current accounts 1,999,060 2,590,757
Savings deposits 79,749,382 94,180,563
Time, notice and other
deposits 60,209,268 64,190,806
Structured deposits 27,095,285 9,096,113
169,052,995 170,058,239
Accrued interest 904,803 556,210
169,957,798 170,614,449
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25 HAt A B 25 Other liabilities
2023 2022
TP T
MOP’000 MOP’000
JEATHRR Accounts payable 1,363,400 2,047,929
R4 Guarantees 327,373 344,157
Ho AR AE B Other impairment allowances 21,659 23,832
Fifih Others 333,904 147,358
2,046,336 2,563,276
26 B4 26 Share capital
. TOEAT Mos R am iR 13,000,000 ordinary shares have been issued and

13,000,000 %, #KIH{E 1,000

fully paid up according to the law with par value of

WM. MOP 1,000 per share.
2023 2022
TP T
MOP’000 MOP’000
e i A Ordinary shares 13,000,000 13,000,000
27 EERMEE 27 Ordinary shares

AAT IR Rl i AR R
BE) WUsE, PERFEEPT AR 5 R 45
AT 20% 2 FIALE Ry idk e HE
i, HAEZER S SRR
FATCHAT OB AL 50%
Fybe JRAR, TR WORRME R AL 4
FEMBBAADTL 10%KF, HE
Ve SRR A AAT AT
LS A Ry 1l o PR A ARV
BIHLRE 2 S LERF RS UL T A W AR A
Ao

Pursuant to the Financial System Act of Macau, the
Bank should appropriate no less than 20% of its
profit after tax to the statutory reserves until the
statutory reserves accumulate 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 reserves accumulate to 100% of the
Bank’s issued and fully paid up share capital. The
reserve can only be used under certain special
circumstances as required by regulations.
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

28

29

(@)

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%.

Significant related party transactions

Transactions
personnel

with key management

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.
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29 BERBB 35 () 29 Significant related party transactions
(Continued)
(a) HEBEEE A BN S (&) (a) Transactions with key management
personnel (Continued)
2023 2022
TP T T
MOP’000 MOP’000
BF1HA1LH As at 1 January 39,976 29,125
AT Increase during the year 6,356 3,974
FNEK Repayment during the year (987) (1,363)
FINFREGE) Adjustment during the year
(Note) (26,420) 8,240
12 A 31H As at 31 December 18,925 39,976
BF AENEEEENEBR Note: Adjustment of key management personnel

.

AAT 2022 F K 2023 FERA R
S P B G N B AR A A R
BRAEIR TS, A WA AF i B B
PR N B AR A ER IR R

during the year.

The Bank did not record impairment losses on
balances with key management personnel in 2022
and 2023, or make special provision for bad debts
regarding balances with key management

THEAR . personnel at the end of the year.
(b) HEEEABME (b) Key management personnel’s emoluments
Ii il SR PN B SRR 2y e B A% Emoluments paid or payable to key management
1) AT BT B T personnel as employees are as follows:
2023 2022
T 0 T
MOP’000 MOP’000
Wi 4 S HARKT A B AR R Salaries and other short-
term employee benefits 9,686 45,074
7 2022 F K 2023 F, Kf7HF In 2022 and 2023, certain directors of the Bank
FL 2 A A A F WODGREN, T received remuneration from group companies,
5 SR G v A A ARAT which was not transferred to the Bank.
() HEFERERXS (c) Transactions with group members

A, AT SRS KIE 0 W RAT
EHEFEER KR AFHERAT
[FISEA7R . ARHRERAT A 5y K 5t ¥
REE)FT LA 5y, WAL H R0
B T (B AR AT H2 A SR AR
FRHAT (0 S RIS o

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.
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29 BERBB 35 () 29 Significant related party transactions
(Continued)
(c) HEFERERZSHED) (c) Transactions with group members
(Continued)
AAT IR BT 347 35 5T 00 CBRAT The Bank shall pay outsourcing expenses in
TS/ RS AR 3o A ) accordance with the “Banking Business/Function
Mo BHATEEP AT MAAT SRk Outsourcing Agreement” signed with BOC Macau
Pk 755 10 [ 2 AR () B FH J A 8 B i Branch. Expenses include the depreciation and
$H, %H DR HRIMEEE, Teld amortisation expenses and other expenses incurred
REHE BN G, TERARIT R by BOC Macau Branch during the period of
PG AT STAT A2 B a8 providing services to the Bank. As at the end of the
month, the amount of the outsourcing expenses
paid by the Bank to the BOC Macau Branch is
calculated on a monthly basis by multiplying by the
proportion of cumulative operating revenue.
BAREAT R 4h BLH A AT BRLAE [ B
TIN5 B8 18 5 438 145 5% &4 M5t
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 T T
MOP’000 MOP’000 MOP’000 MOP’000
2023 4F 2023
FEUN Interest income 940,234 - 1,069 941,303
F B Interest expenses (1,546,293) - 18) (1,546,311)
HELA A General and
administrative
expenses (19,764) - - (19,764)
HAb g Z4W AN Other fee and
commission income 9,796 - 121,865 131,661
HoAtlie B AR &5 Other fee and
commission
expense (29,970) - (29,303) (59,273)
A0 2 (T 12) Outsourcing expenses
(Note 12) (324,434) - - (324,434)
2023 2023
AU [F S 3K H Deposits with banks 48,426,740 - 512,497 48,939,237
[R ZEA7 HGRIH Deposits from banks (34,597,994) - (69,899) (34,667,893)
B Deposits from
customers - - (782) (782)
13,828,746 - 441,816 14,270,562
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29 BERBB 35 () 29 Significant related party transactions
(Continued)
(c) HEFERERZSHED) (c) Transactions with group members
(Continued)
ERRT Je i 4h BRI A F] HRAE PR B
ST Gy R 128 5 4R 158 5 88 HE
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 T TP
MOP’000 MOP’000 MOP’000 MOP’000
2022 2022
FEUN Interest income 2,204,656 - 533,658 2,738,314
FIE S Interest expenses (2,208,255) (2) (442,483) (2,650,740)
HEAA General and
administrative
expenses (60,904) - - (60,904)
HAml & Z &N  Other fee and
commission income 10,903 2 385,706 396,611
HoAtlie 2 AR &5 Other fee and
commission
expense (135,107) (3,590) (51,296) (189,993)
A0 2 (T 12) Outsourcing expenses
(Note 12) (79,268) - - (79,268)
2022 2022
AU [F S 3 H Deposits with banks - - 61,279,633 61,279,633
BE & e Deposits from banks - - (30,631,804) (30,631,804)
B Deposits from
customers - - (3,476) (3,476)
- - 30,644,353 30,644,353
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BANK OF CHINA (MACAU) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
[English translation for reference only]

30 Reconciliation of the cash flow statement

Reconciliation of profit before taxation and

net cash flows from operating activities

PEE
Note

Profit before taxation

Adjustment of non-cash
items:

- Depreciation and
amortisation

- Amortisation of
discount and premium
of bonds

- Amortisation of
discount of debt
securities issued

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

- Evaluated profit/loss of
bonds at fair value
through profit or loss

- Equity at fair value
through profit or loss

- Gains or losses arising
from financial
investments 9
- Interest expenses from
debt securities issued
- Dividend income
- Losses on investment in
an associate
- Net provision for losses
on loans and other
assets 13
- Long-term equity
investments
- Effect of foreign
exchange rate changes

2023 2022
T[T T
MOP’000 MOP’000
1,786,142 5,349,458
21 176,836
- (279,464)
- 19,556
(7,982) (1,987,744)
- 102,188
(9,442) -
- (435)
- 535,255
(36) (36)
- 838
(59,014) 126,512
- 18,352
269,446 4,672,310
1,979,135 8,733,626
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30 BHERERFAH D) 30 Reconciliation of the cash flow statement

(Continued)

(@ MIFEREBEHHERNFE ()

Reconciliation of profit before taxation and

HIEZE €Y net cash flows from operating activities
(Continued)
2023 2022
PEE TP T
Note MOP’000 MOP’000
KEGEEHSRE T Net cash outflow from
#H: operating assets:
- PR 3E 2R IH - Placements with banks (4,057,032) 17,852,274
- FERUR PSR - Minimum deposits with
Ja Z B ARAFE K Monetary Authority of
Macau 211,448 (1,586,760)
- E&EREMERE - Monetary bills of
Monetary Authority of
Macau (3,936,348) (4,680,120)
- Bk M #aK - Loans and advances (4,944,581) (116,150,585)
- MAPHFE A& HE - Macau SAR certificates
of indebtedness - (36,982)
- A e RhE E - Derivative financial
assets 98,687 (3,295,282)
- HAh % - Other assets (29,275) (3,197,857)

EamEEERA /O
DT AT

Net cash
inflow/(outflow) from
operating liabilities:

(12,657,101)

(111,095,312)

- [F) ZEAF T I - Deposits from banks 4,368,103 (161,332,838)
- B LR - Deposits from
customers (656,651) 125,134,422
- RFTRF AR EE AIEAE - Macau SAR currency
notes in circulation - 368,466
- fiTtE Rl A A - Derivative financial
liabilities (382,318) 2,631,644
- HoAth & % - Other liabilities (514,764) 3,066,758
- BATAEE - Certificates of deposit
issued - (4,682,661)
2,814,370 (34,814,209)
R ET E AN TS Net cash from operating
AR activities (7,863,596) (137,175,895)
AR IR Hl R Macau complementary
tax paid (32,434) (813,399)
RETEE I B S Net cash outflow from
AR operating activities (7,896,030)  (137,989,294)
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30 Reconciliation of the cash flow statement

(Continued)

(b) Analysis of the balances of cash and cash

equivalents

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

2023 2022
TP T
MOP’000 MOP’000
2,817,931 3,658,428
5,700,842 1,237,684
21,876,644 61,258,202
24,255,675 -
2,092,802 _
56,743,894 66,154,314
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A - 5= A Capital management
& A T R R 5 7E B 5 el S B The characteristics of the capital instruments are
FEEE 31 IH, disclosed in Note 26 to the Financial Statements.
AATEHH A& HIE: Self-owned capital of the Bank includes:
1. Bbh—HEAR: AFAHEER. 1 Core Tier 1 capital: ordinary shares, undistributed
BE A7 S O i it A profits and disclosed reserves
2. THER: BFEARE . B 2. Tier 2 capital: eligible accounting reserves in Stage
Bast M4 & AMCM 2R — 1 and Stage 2 and general regulatory reserves
M B e 4 required by AMCM
HAE B &R Self-owned capital consists of
2023
T
MOP’000
B — B A AH AR Core Tire 1 capital consists of 14,780,396
a1 Ordinary shares 13,000,000
B A7) Undistributed profits 576,527
T R fifs Disclosed reserves 1,203,870
Bb—H% A BENRIEE Deductions from core Tier 1
capital to comply with
regulatory requirements (851,885)
IEIE T3 H0 & Deferred tax assets (4,095)
B Regulatory reserves (847,790)
B — B AR Net core Tier 1 capital 13,928,511
Hfh—#E A Other Tier 1 capital -
—REE Tier 1 capital 13,928,511
ZHRER Tier 2 capital 1,301,046
GBEE . ZIEBE R e X Eligible accounting reserves in Stage 1
AMCM ZER (1) — s B e 4 G and Stage 2 and general regulatory
reserves required by AMCM (Note) 1,301,046
HE&ES Self-owned capital 15,229,557
T VLS B B B on e & E Note: Credit risk-weighted assets are capped at
1.25% 7% IR 1.25%.
AAT BH BB IR SmE R The Bank’s self-owned capital is calculated based
% 010/B/2023-DSB/AMCM #%i# on requirements of the Notice No. 010/B/2023-
HMBEEH, R 2023 F 12 A DSB/AMCM issued by Monetary Authority of
31 H, RITHNEABEEHEEL Macau. As at 31 December 2023, the Bank’s self-
15,229,557 T[] T, owned capital amounted to MOP 15,229,557,000.
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14.12%.

BANK OF CHINA (MACAU) LIMITED

UNAUDITED SUPPLEMENTARY INFORMATION
[English translation for reference only]

A

Capital management (Continued)

M $RAT
Group Banking entities
2023 2022 2023 2022
17.74% 17.52% 14.12% 12.87%

For the year ended 31 December 2023, 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/en/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.

Capital adequacy ratio

The ratio refers to the ratio of the Bank’s self-
owned capital and risk-weighted assets (the sum of
the weighted commitment of credit risk, market
risk and operational risk) held by the Bank and in
compliance with relevant regulatory requirements.
The Pillar 2 of the Basel Accords requires banks to
establish reasonable and effective internal
evaluation procedures. In order to ensure that risks
are fully covered by the capital, the Bank has
formulated more prudent capital requirements in
addition to Pillar 2 to identify risk profile the Bank
may face. The Monetary Authority of Macau
stipulates that the ratio should not be less than 8%.
The Bank’s capital adequacy ratio is calculated
based on requirements of the Notice No. 011/2015-
AMCM issued by Monetary Authority of Macau. As
at 31 December 2023, the Bank’s capital adequacy
ratio was 14.12%.
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B frE4m T A B Derivative financial instruments
2023 2022
5B o 15 5 LB
IntE S48 Tt & %0
Credit risk- Credit risk-
weighted weighted
amount amount
TP T
MOP’000 MOP’000
[ AT TR Exchange rate derivatives 1,091,110 1,342,128
1,091,110 1,342,128
C ERS e C Credit risk
TERMER 7 ARAT R R S R The tables below summarise the Bank’s

JAEE o12/2021 SRIEE 2 K E G
JE IR RIAE 2 o B A

classification according to the asset levels and
classification stipulated in the Notice No. 012/2021

BEFRXK

1B

B

] 5E

BR

THIIE R R

FESRAT B Fofth SRR 2 &5
R K SE I

1B

(1 bES

RAEC LT

THIIE R

issued by Monetary Authority of Macau.

Loans to customers
Pass

Special mention
Substandard

Doubtful

Loss

ECL

Balances and deposits
with banks and other
financial institutions

Pass

Special mention

Substandard or below

ECL

2023 2022
T[T T
MOP’000 MOP’000
148,406,688 142,713,233
2,390,978 3,123,596
57,232 410,182
109,275 165,161
629,970 237,194
151,594,143 146,649,366
(990,155) (1,048,026)
150,603,988 145,601,340
58,530,538 65,347,679
58,530,538 65,347,679
(212) (584)
58,530,326 65,347,095
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REEZHTEM

C EREAR R C
T E M BRBGR R EARRE, R
HFRBERERMATETR

2t [ 73 HEN0 v ECAEE T L
HER 10% HYTBGR BOBUI R o, %
eotra (QEEIR AN EACIEE AT )

MERTAE TR,

Hb [ Geographical regions
Y Macau

Horr: Of which:

- AT - Banks

- BUR - Government

- A ILHEE - Public institutions
- FoAth - Others

H Hong Kong

Horr: Of which:

- #R4T - Banks

- BUR - Government

- A ILEEE - Public institutions
- Fofth - Others

EHIE PN Chinese Mainland
Horr: Of which:

- #R4T - Banks

- BUR - Government

- A ILEEE - Public institutions
- Fofth - Others

HAh Others

Horr: Of which:

- #RAT - Banks

- BUR - Government

- A ILEEE - Public institutions
- Fofth - Others

&t Total

Credit risk (Continued)

Loans and loan commitments, debt
securities investments and financial
derivative instruments by geographical
regions

Loans and loan commitments, debt securities
investments (including monetary bills of Monetary
Authority of Macau) and financial derivative
instruments that are higher than or equal to 10% of
the total credit risk by geographical regions.

TR
TBCRA EHFIE SGRfiTE TR
Loans and Debt Financial
loan securities derivative
commitments investments instruments
T o T o T o
MOP’000 MOP’000 MOP’000
153,324,278 6,029,150 506,610
_ - 2,786
- 6,029,150 -
153,324,278 - 503,824
1,698,654 - 386,302
- - 386,302
1,698,654 - -
3,658,137 1,224,760 46,609
- - 46,609
- 1,244,760 -
3!6585137 - -
6,685 - -
6,685 - -
158,687,754 7,273,910 939,521
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BANK OF CHINA (MACAU) LIMITED

UNAUDITED SUPPLEMENTARY INFORMATION

[English translation for reference only]
C Credit risk (Continued)

Analysis of loans
geographical regions

and

advances

by

Loans and advances which are higher than or equal
to 10% of total loans by geographical regions

TR
Hiu Geographical regions & Vi EFE  EEATETA
Gross loans  Overdue loans Impairment
and advances and advances allowances
T o T o T o
MOP’000 MOP’000 MOP’000
| Macau 144,759,425 1,928,037 062,130
e Hong Kong 590,468 575 3,713
R B Chinese Mainland 3,334,885 44,896 24,268
BN i Others 6,684 - 44
&t Total 148,691,462 1,973,508 990,155

bzt > SR A AR N
PITE s o3, 36 R S RS L g [A]
o MRS, EAREREEE
A5 0 AR KN P AE 3 i) — T 4fe
TR, R AT 72

The above analysis by geographical regions is based
on the location of the borrower and considers
factors such as transfer risk. Generally, when the
debt related to the loan is secured by a party not at
the borrower’s location, the risk can be transferred.

135



H BERAT GRFD R H FRAF BANK OF CHINA (MACAU) LIMITED

REEEZAERER UNAUDITED SUPPLEMENTARY INFORMATION
[English translation for reference only]
C E8 A GE) C Credit risk (Continued)
ARG & KR E e Risk assets and impairment allowances
H—PEB R HEREE HaET
Stage 1 Stage 2 Stage 3 Total
T TP F#roT T T
MOP’000 MOP’ 000 MOP’ 000 MOP’000

A R A PO

B

Loans to customers

Pass 148,406,688 - - 148,406,688
Special mention 880,985 1,509,993 - 2,390,978
Substandard 1,459 1,499 54,274 57,232
Doubtful 4,635 - 104,640 109,275
Loss 3,803 - 626,167 629,970
149,297,570 1,511,492 785,081 151,594,143

Impairment
allowances (472,487) (187,836) (329,833) (990,155)
Total 148,825,083 1,323,656 455,248 150,603,988

The present value of
the collateral for the
above risk assets 138,908,972

a2 B _PEE B=FER Gt
Stage 1 Stage 2 Stage 3 Total
T TP T T T
MOP’000 MOP’000 MOP’000 MOP’000
Debt securities
investments
Pass 7,273,910 - - 7,273,910
Special mention - - - -
Substandard - - - -
Doubtful - - - -
Loss - - - -
7,273,910 - - 7,273,910
Impairment
allowances (59) - - (59)
Total 7,273,851 - - 7,273,851
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D T35 A D Market risk
TiF AR B ARE R Capital requirements for market risk
T
MOP’000
M)A E A 2 FR Capital requirements for market risk:
- 1) - Interest rate risk -
- JICE L - Equity risk -
- G LR - Currency risk 4,211
- T i LS - Commodity risk -
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