BRISERA

imited

{ e
'
..

b AR NN
= 1 ‘!//'l/ /§ s AN
L
A
/] r |

ljBanking

]

[ B P R e

[fUsolinternationa

@
\Ne—
ﬁA
T3
E
o
B

o
'
O
=
X
=
<
m
= |
<<
=
Q
<
=
o
w
[
=
o
n
]
o |
N

¥
B

J

EFBEPERITEE K S A Member,of)XIB/Group




2 P B BR SR 17
xeawour | LUSO INTERNATIONAL BANKING LTD.

EIEFRRITERIEL R A Member of XIB Group

N7 CONTENTS
1. BRI TR Statement of Financial POSITION .........ocveiiviiiiiiceieceec et 3
2. FEZE R M R THIULZSE ZR oottt 5
Statement of Profit or Loss and other Comprehensive INCOME .........ccccoeevvevieveeieceeseeieenns 5
3. FEKHEHE ZIFEE Report 0f The DIFECIOIS .....cviveiecieceeeceeeeeee e 7
4. BEEgErE R Opinion of the SUPErvisory BOard ...........cccceiveeieiiiecieeeececieeeecveeee e 12
5. JHILZFZETENESE Independent AUditor’s REPOIt.....c.cecvivvereeviiveieriireiieeete ettt 13
6. FFHEIET ShareNOIdiNg ..c..coveviieceeceeeeee et e 16
7. BEEEEN Shareholders information........ccooeeoieeeiiiiiiececeeeeeeeee et 16
8. /NE|ETE COrporate GOVEIMANCE ......cccveiverrerreireereereeteeseeseeeessessessessessessesssessessessessessessessenns 17
0. IHETRETS Cash FIOW SAtEMENT ...oeeiieieeeeee ettt ettt s et e e e eteeeseaeeesereeeseneeeseneeeens 31
10. FEE@EFETR Significant Accounting POLICIES.......cvcvievieeeeteeieeeeceeeeeeee e 32
11. FESEe 3T K% Critical Accounting Estimates and ASSUMPLIONS...........cccceeveveevenneee. 58
12, AN T (R L TALAT 55) coveereeeeeeeeeesees e et eese e seee e st st ses et esee s eses s eeeeseeneaneas 59
Off-balance sheet exposures (exclude derivatives transactions)...........ccecceevveeeevieeeesvesneennn. 59
13. BTAEGLATSS DErivativeS TranSaCtiONS......ccucicveiiueeiiieceeecte e ettt st e sree et esreseae e sreesveeens 60
14, EALEHEH )\ E] KRN 5 2 22 55 Transaction with group companies and related parties.......... 60
15, $ZERG N E] HOIAING COMPANY ..ottt ettt ettt be e reere s 63
16, R CAPILAL ..ottt ettt s ae et ae et et e b e ereeae e 63
17, (SFHJEPE CrEOIT RISK ..voiveiieieeeie ettt ettt ettt st e et s st e e sraeeaeeens 66
18. THEGJEE MATKEt RISK....eoeiieeiieieeeieeeeeeeee ettt ettt et e e e e st e saesaesreesteeaesnnens 80
19. FIERJEPE INtEreSt RAE RISK ....ccviovieviieiceiceeeeeeeeeeee ettt ettt saeere e 81
20. #EVEJEE OPErational RISK ........ccicieieicicieecee ettt ettt ettt reeae s 84
21, PEZJEE CUITENCY RISK ..cveivitieieeieteeteeeteeteeete ettt ettt ettt ete et se ettt seebeeaennens 86
22, JRENMEEPE LIQUIAITY RISK ..ocviiiceieeeceeeeee ettt ettt e 88
23, ELMEER Other INFOrMAtION .......ooviiieiiceie ettt sttt e ae e saeeans 89
24, ETHH INOEES «.eveveeteeeeeee et et e ettt e et et et et et et eseeeeseseeesentesese et esenteseseaseneateneeseseneeseseeeseneesenens 89

F2H Hk89H



2 P B BR SR 17

LUSO INTERNATIONAL BANKING LTD.

XIB GROUP

EIEFRRITERIEL R A Member of XIB Group

1. BABARIEZR Statement of Financial Position
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ASSETS
Cash and balances with banks

Deposits with local regulatory authority

Deposits with the central bank in Mainland
China

Placements with banks and other financial
institutions

Financial assets purchased under resale
agreements

Treasury bills

Derivative financial assets

Loans and advances to customers
Investments in securities

Intangible asset

Investments in debt instruments at
amortised cost

Debt instruments at fair value through other
comprehensive income

Financial assets at fair value through profit
or loss

Equity instruments at fair value through
other comprehensive income

Property, plant and equipment
Interest in leasehold land

Lease prepayments on land use rights
Deferred tax assets

Other assets

Total assets

F3H Hk89H

(BE=T) (REET)
(Audited) (Audited)
72022 & A 2021 4
12H31H 12H31H
At 31 December At 31 December
2022 2021
BTt HFPETT
MOP’000 MOP’000
14,790,427 14,472,888
2,982,731 3,475,210
3,113,666 3,526,049
4,315,368 6,594,474
1,374,263 2,692,924
N/A 9,295,427
302,356 14,569
125,441,708 123,842,278
N/A 70,570,567

- 1,545
33,840,615 N/A
44,962,010 N/A
6,836,493 N/A
6,240 N/A
537,990 397,588
148,199 113,660
1,035,783 -
442,627 231,470
859,045 3,029,781
240,989,521 238,258,430
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LIABILITIES

Deposits from banks and other financial
institutions

Financial liabilities at fair value through
profit or loss

Repurchase agreements
Derivative financial liabilities
Customer deposits

Debt securities issued
Current tax liabilities

Other liabilities

Total liabilities

EQUITY
Share capital
Retained earnings
Other reserves
Regulatory reserves
General regulatory reserve

Specific regulatory reserve

Share Capital and reserves attributable
to shareholders of the Bank

Additional equity instruments

Total equity

Total liabilities and equity

F4H HL8H

Statement of Financial Position - continued

(EEE) (EEE)
(Audited) (Audited)
72022 &£ A 2021 4
12831 H 12H31H
At 31 December At 31 December
2022 2021
BT WP
MOP’000 MOP’000
31,773,100 35,836,034
13,148 N/A
21,023,654 15,112,626
18,769 48,763
162,549,441 161,909,479
5,773,107 5,902,398
141,502 140,569
1,385,656 1,672,631
222,678,377 220,622,500
2,610,000 2,610,000
1,918,825 2,064,396
7,551,397 8,673,293
457,745 -
457,745 -
12,537,967 13,347,689
5,773,177 4,288,241
18,311,144 17,635,930
240,989,521 238,258,430
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2. Rz R EAEE IR

Statement of Profit or Loss and other Comprehensive Income
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For the year ended 31 December

Interest income

Interest expense

Net interest income

Fee and commission income

Fee and commission expense

Net fee and commission income

Dividend income
Net trading gain

Other operating income

Operating income

Operating expenses

Mainland of China withholding tax

Operating profit before impairment

allowances

Net charge of impairment losses on loans
and advances to customers and other

financial instruments

Profit before tax

Income tax expenses

Profit for the year

F5H Hk89H

(&=&at) (&t
(Audited) (Audited)
2022 2021
BT T P
MOP’000 MOP’000
6,504,553 5,841,158
(4,147,273) (3,468,845)
2,357,280 2,372,313
531,460 646,689
(31,589) (30,669)
499,871 616,020
36 264

589,245 584,566
32,156 11,209
3,478,588 3,584,372
(1,260,403) (1,180,946)
(36,298) (74,851)
2,181,887 2,328,575
(309,259) (290,369)
1,872,628 2,038,206
(72,386) (78,100)
1,800,242 1,960,106
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2. 1Rz R HAM 2 E U IR R- &

Statement of Profit or Loss and other Comprehensive Income - continued
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For the year ended 31 December

Other Comprehensive income/(loss)

Items that will not be reclassified
subsequently to profit or loss:

Equity instruments designated as at fair
value through other comprehensive
income:

Net fair value changes during the year

Subtotal

Items that may be reclassified subsequently
to profit or loss:

Debt instruments at fair value through other
comprehensive income, net of tax:

Net fair value changes during the year,

Release upon disposal reclassified to
profit or loss

Net reversal for impairment losses

Subtotal

Currency translation difference

Other comprehensive (loss)/ income for
the year, net of tax

Total comprehensive income for the year,
net of tax

Attributable to:
Shareholders of the Bank

i AT 2022 4 1 A 1 BEZXETH (MBS AT

Note: The Bank implemented the new Financial Reporting Standards for the first time on January 1, 2022

]
General Manager

Jiao Yun Di
CECEFEEHA T UHNERM
Macao, 29 March 2023

(&) (&&at)
(Audited) (Audited)
2022 2021
WPIEETT EPIETOC
MOP’000 MOP’000
(816) N/A

(816) N/A
(1,050,279) N/A
171,620 N/A
8,110 N/A
(870,549) N/A
(397,927) 93,792
(1,269,292) 93,792
530,950 2,053,898
530,950 2,053,898

F6H L89H

M BRI B B £
Deputy Director of Finance and
Head of Planning & Finance Department

e
Deng Feng
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3. ERIEZMEE Report of The Directors

O EIRFERE - TEEER
EWBERRIEWCE ~ & IR e
T T R 22 R 2 R AR A AR MR K Y AR
M AL DL BSSRAY B MR AR 2 T S
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#HZE MOP2410 (87T » EFEEHRNIEAE
MOP18 7T » MABESIORFFRE & FrE5E
ENZERS > mbeEEREEHE > SIHG
e BT oA -

In 2022, the global economy faced enormous
uncertainties stemming from unexpected factors,
including the persistent COVID-19 pandemic,
significant monetary tightening in  major
economies, and escalating geopolitical tensions.
Despite those challenges, China exhibited solid
economic resilience. The 20th CPC National
Congress introduced an ambitious plan, “Chinese
Path to Modernization”, which we believe will
introduce new opportunities for the high-quality
development of Luso International Banking Ltd.
(hereinafter referred to as “the Bank”) in the
recovery of Macao’s economy. Facing both
opportunities and challenges, the Bank ensured
business stability while pursuing progress. We
achieved steady growth by concentrating on our
core

responsibilities and business, overcame

challenges through continued innovation.

At the end of the reporting period, the Bank’s total
MOP241 billion, and
maintained stable profitability with MOP1.8 billion

assets amounted to

profit after taxes. The Bank continued to improve

its internal control system and enhanced

comprehensive risk management systems to ensure
with  structural and

compliance regulatory

indicators.

FTH HL8H
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3. ERIE M-8 Report of The Directors - continued

EXFHRAEFT - FER B B LT AT
WA - ATTEITIRPTA L SRIT R A L
B ESRM —n s R AT
SRR TE AL - BERRP TR BURF FEE R 5
PRI “1+47 S S ITREECR > FHE
e S BT AN S 40 O ) < il R S R
R e BPRA R - AR
ZFiE s [& ~ 518 ~ 5177 59& MCsD
M HVRFIEF TS "RITEREE” K

KR > OISR A A
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IR EERREA - DL "R (b~ B
b~ BEAE - AR BRI EF PR
b o BPIAHE FEEREEET] -

Adopted a localized strategy, stayed innovative

and kept supporting adequate economic
diversification strategy of Macao. The Bank
fulfilled its mission and commitment to serving
local communities. We continuously improved our
financial services and support for Macao’s
economy by aligning with the city’s positioning of
“One Center, One Platform and One Base” and
closely following the “1+4” adequate economic
diversification development strategy set out in the
Macao Special Administrative Region (MSAR)
Government’s policy address. We committed to
Macao’s modern financial landscape, actively
attracted investment, intelligence, and resources to
the development of local bond market. For the
contribution to bond issuance and underwriting, we
won awards from the Macao Central Securities
Depository and Clearing Limited (MCSD). The
Bank also obtained the qualification required to
distribute privately offered funds, and became the
first Macao-based bank to be eligible as a
Qualified Foreign Institutional Investor (QFII). In
addition, the Bank increased investment in digital
transformation to improve customer experience
with online, digital, intelligent, and
ecosystem-oriented services, leading to a steady

increase in local customer coverage in recent years.

F8H H8H
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3. ERHEZHE-BE Report of The Directors - continued

R AR » R bam o R S
= ARNEE i VPSS EL i YN B
EEASDHIREBUT S - SFEETISEEE
g M H SRl - EEeR - B
fil ~ FESE BRI ERESR O R EIRS EER
REE  R=AERAESRE  2fT8GE
SRS ELEERIIHEALE T Fe oy SEaE
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Aligned with national development objectives,
ensured end-to-end success in regional financial
integration. The Bank actively supported Macao’s
integration with China’s development. Having
established operations in both onshore and offshore
markets, the Bank developed characterized
services such as cross-border finance, finance for
overseas Chinese, digital and intelligent finance,
and industrial finance. We also strengthened our
services to support the real economy sectors in the
Guangdong-Hong Kong-Macao Greater Bay Area
and the Yangtze River Delta region, with a notable
increase in proportion of loans to manufacturing
businesses compared to the beginning of the year.
In addition, the Bank fully leveraged the
exemplary and collaborative advantages of our
sub-branch in the Guangdong-Macao In-Depth
Cooperation Zone in Henggin. This helped to
satisfy the financial needs in the area, especially
for Macao residents and Macao-funded enterprises,
thereby contributing to the zone’s transformation
into a new living and working environment for
Macao residents.  Furthermore, the Bank
consistently explored new business structures and
trends in the economic and trade cooperation
between Macao and the Chinese mainland to
collaboration

facilitate among governments,

businesses, and organizations at home and abroad.

F9H HL8H
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3. SEBHRE B8 Report of The Directors - continued

B EgtE  FREEETHERETEE
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Adhered to our commitment to giving back to
society, fulfilled social responsibility to improve
people’s livelihoods. In response to COVID-19,
the Bank actively followed the Macao SAR
Government’s policy to combat the virus and
support the resumption of work and production.
Our efforts contributed to stability of Macao’s
financial services while demonstrating the
commitment of Macao’s banking sector. We also
contributed to the improvement of people’s
livelihoods by proactively participating in
charitable undertakings such as the provision of
student financial aid, poverty alleviation, and rural
revitalization. To foster young talents, the Bank has
donated scholarships to local and overseas
universities for years and participated in Talent
Internship and Cultivation Program. At the same
time, we boosted our contribution to local
employment and helped cultivate local financial
professionals. Last but not least, By organizing
bank-wide public welfare activities and hosting the
44th “Top 10 News Election”, the Bank resolutely
advocated the practice of the principle of “One

Country, Two Systems”.

F10H H£89H
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3. SEBHRE B8 Report of The Directors - continued
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In 2022, the Bank achieved hard-won
accomplishments amidst complex and dynamic
circumstances, both at home and abroad. Every bit
of progress and improvement reflects the sincere
care and guidance from governments and
regulators at various levels, the tremendous
support from society as well as our customers and
shareholders, and the wisdom and hard work of our
employees. | would like to take this opportunity to
express our utmost respect and heartfelt gratitude
to all those who care about and support the growth

of our bank.

Development and endeavor shall never stop.
2023 will be a year of great change. To fully
integrate with the new development paradigm, the
Bank will closely follow the policies and guidance
of Mainland and Macao SAR Government to
overcome external adversity posed by complex
environment and seek alignment with national
development strategies. We will improve our
operations by boosting revenue, managing risk,
and reducing costs. Under the strategy of
specialization, diversification, and digitalization,
we will consistently develop our competencies to
serve the real economy and create greater value for
society, as well as for our customers and
shareholders. In this way, we will embark on a new
journey to advance the high-quality development

of Luso International Banking Ltd. in this new era.

HUANG LAIZHI
The Chairman of the Board of Directors

Macao, 29 March 2023

F11H +£89H
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4. BEEE@Z B Opinion of the Supervisory Board
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In accordance with Article 35.1.f of Company
Charter of the Bank, this board must verify the
authenticity and fairness of financial statements

presented by the Board of Directors.

To this end, this board has reviewed the report of
the Board of Directors for the year 2022, financial
statements as of December 31, 2022, and the
auditor’s report issued by Deloitte Touche
Tohmatsu on March 29, 2023 which believed that
the financial statements give a true and fair view of

the financial status of the Bank.

Based on results above, this board is of the opinion
that financial statements and report of the directors
are appropriate and shall be filed for consideration
and approval of the shareholders’ annual general

meeting.

Luso International Banking Ltd.

Chairman of Supervisory Board

Lee Fai Ming
Macao, 29 March 2023

F12H #£8H
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5. %ﬂ%g‘f‘ﬁﬁﬁ% Independent Auditor’s Report
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To the shareholders of Luso International
Banking Limited:

The accompanying summary financial statements
of Luso International Banking Ltd. (the “Bank™)
comprise the statement of financial position as at
31 December 2022, and the statement of profit or
loss and other comprehensive income, and
statement of cash flow for the year then ended. The
summary financial statements of the Bank derive
from the audited financial statements of the Bank
as at 31 December 2022. We have issued an
auditor’s report with an unqualified opinion on the

financial statements of the Bank on 29 March
2023.

Management's  Responsibility for the

Financial Statements.

Management is responsible for the preparation of
financial statements that give a true and fair view
in accordance with the Financial Reporting
Standards of Macau Special Administrative Region,
the People's Republic of China ("Macau SAR")
approved by Order of the Secretary for Economy
and Finance No. 44/2020, and for such internal
control as management determines is necessary to
enable the preparation of financial statements that
are free from material misstatement, whether due

to fraud or error.

FI13H H£89H
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5. B ZeTEhERE-48 Independent Auditor’s Report - continued
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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 the
Standards on Auditing approved by the
Professional Committee of Accountants under the
Notice No. 2/2021/CPC. 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
statements.

in the financial 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 entity's 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
entity's internal control. An audit also includes
evaluating the appropriateness of accounting
policies used and the reasonableness of accounting
estimates made by management, as well as
evaluating the overall presentation of the financial

statements.
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5. B ZeTEhERE-48 Independent Auditor’s Report - continued
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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.

Audit Opinion

In our opinion, the financial statements give a true
and fair view, in all material respects, of the
financial position of the Bank as at 31 December
2022, and of the Bank's financial results and cash
flows for the year then ended in accordance with
the Financial Reporting Standards of Macau SAR
approved by Order of the Secretary for Economy
and Finance No. 44/2020.

Kuan Ho Weng

Certified Public Accountant

Partner

Deloitte Touche Tohmatsu — Sociedade e Auditores
Macao, 29 March 2023
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6. FFREIEL Shareholding

P \ - s o Relevant institutions which the Bank holds more
ATFRARIBAMEAR SNEHEBEAEE®

than 5% of the relevant capital or more than 5% of

5% HE&ER A RAtRE its own funds
o None

7. BEEREN Shareholders information

TR Major Shareholders
[EFIEIERERR AT (REEFM) Xiamen International Investment Limited

(lincorporated in Hong Kong )
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8. /NHE|%EJ& Corporate Governance

EEY

BEER:

FAGE (Z{ER? 2022 ££ 9 F 28 HEEARD)
I (BE(LRY 2022 42 9 H 28 HHEARY)

BRARES -

XS

G (&R 2022 5 9 F 28 HFLAR)
FHEE (B 2022 429 H 28 HEAELY)
ALRESS

FEULHE (Ze(Lht 2022 29 H 28 HEAELY)
S[E (BEER 2022 42 9 H 28 HALAR)
B U5 (BR(ERY 2022 42 9 H 28 HLAR)
FEEH (BEER 2022 42 9 H 28 HALAR)

HITEE

sl

SIS (ZIER 2022 4F.9 A 28 HIREARD)
BRRRY (HEFER 2022 46 9 3 28 HIREAE)
WIIEBTES

BIEEL (F(ER 2022 48 9 A 28 HIREAHD)
BT

Bl

SRR (EER 2022 489 A 28 FIHEAR)
ATHS:

IR

Board of Directors

Chairman:

HUANG LAIZHI (appointed on 28 Sep 2022)
LYU YAOMING (resigned on 28 Sep 2022)

Representative Directors of Shareholders:

ZHANG DECHUN

ZOU ZHIMING (appointed on 28 Sep 2022)
MA CHI UN (appointed on 28 Sep 2022)
JONG LAI CHING

LUO YINGHUI (appointed on 28 Sep 2022)
WENG RUO TONG (resigned on 28 Sep 2022)
PANG HONG (resigned on 28 Sep 2022)

MA CHI KONG (resigned on 28 Sep 2022)

Executive Directors:

JIAO YUNDI
GUO YIMING (appointed on 28 Sep 2022)
CHAN WAI SHING (resigned on 28 Sep 2022)

Independent Non-Executive Directors:

LAO NGAI LEONG (appointed on 28 Sep 2022)
CHUI SAI PENG JOSE

PANG CHUAN

LEONG WENG PUN (resigned on 28 Sep 2022)

Employee Director:

FONG LONG PENG
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8. NEEIE-H

Corporate Governance - continued

BITZERS

F E o
EARE (FB(TH 2022 4 12 B 30 HiE4%))
EFEEH (BE(EH 2022 47 12 A 30 HALAR)

=

FOZEH (TR 2022 ££ 12 H 30 HFEAERD)
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e I (&R 2022 5 12 F 30 HELAAY)
PRIERE (LR 2022 52 12 H 30 HHEARY)
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AT
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P A (BEER 2022 42 12 A 30 HHEAERD)

Executive Committee:

Chairman:
HUANG LAIZHI (appointed on 30 Dec 2022)
LYU YAOMING (Resigned on 30 Dec 2022)

Members:

JIAO YUNDI

GUO YIMING (appointed on 30 Dec 2022)

MA CHI UN (appointed on 30 Dec 2022)

PANG CHUAN (appointed on 30 Dec 2022)
CHAN WAI SHING (resigned on 30 Dec 2022)
PANG HONG (resigned on 30 Dec 2022)

CHUI SAI PENG JOSE (resigned on 30 Dec 2022)

Chairing Committee of General Meeting

Chairman:
HUANG LAIZHI (appointed on 28 Sep 2022)
LYU YAOMING (resigned on 28 Sep 2022)

Secretary:
WEI CUNMAO (appointed on 28 Sep 2022)
LEONG UT SIN (resigned on 28 Sep 2022)

Supervisory Board

Chairman:
LEE FAI MING

Members:

FU ZHIHUA (appointed on 28 Sep 2022)
WONG WAI PAN

LOI POK MAN (appointed on 28 Sep 2022)
Z0OU ZHIMING (resigned on 28 Sep 2022)
LOI LUN MIO (resigned on 28 Sep 2022)

Company Secretary:
WEI CUNMAO (appointed on 30 Dec 2022)
LEONG UT SIN (resigned on 30 Dec 2022)
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8. NE|EE-E Corporate Governance - continued
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Special Committees of Board of Directors

In 2022, the Bank’s Board of Directors established

the following special committees: Strategy

Committee, Risk Management Committee,
Affiliate Transaction Control and Audit Committee,

and Nomination and Compensation Committee.

(—) Strategy Committee
Chairman:
HUANG LAIZHI (appointed on 29 Sep 2022)
PANG HONG (resigned on 29 Sep 2022)

Members:

ZHANG DECHUN

Z0OU ZHIMING (appointed on 29 Sep 2022)
JIAO YUNDI

MA CHI UN (appointed on 29 Sep 2022)

LAO NGAI LEONG (appointed on 29 Sep 2022)
CHUI SAI PENG JOSE

PANG CHUAN

LYU YAOMING (resigned on 29 Sep 2022)
WENG RUO TONG (resigned on 29 Sep 2022)

Primary responsibilities of Strategy Committee are:

1. Analyze and recommend on the Bank’s

development, business objectives, risk
management, capital management, and mid-to-long
term development, and report to the Board of

Directors for consideration;
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Corporate Governance - continued

(—) Strategy Committee - continued

2. Inspect and evaluate strategy implementation
and make recommendations to the Board of

Directors;

3. Make recommendations on strategic adjustment
based on changes in the business environment and

report to the Board of Directors for consideration;

4. Offer opinions and make recommendations on
plans presented by the senior management, and

report to the Board of Directors for consideration;

5. Evaluate the Bank’s governance regularly, make
recommendations for improvement, and report to

the Board of Directors for consideration;

6. Inspect the implementation of the Bank’s annual
business plan and primary investment plan, make
recommendations on major investment issues, and

report to the Board of Directors for consideration;

7. Make recommendations on consistency and
uniformity of the Bank's development strategy in
aspects including human capital, risk management,
organization structure and work flow, capital and
development plan of the Bank as well as
coordination related committees, and report to the

Board of Directors for consideration;

8. Formulate annual work plan of the committee,

hold regular meetings on issues within the

committee’s responsibilities and report the
committee’s work to the Board of Directors

regularly;
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8. NEEIE-H
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Corporate Governance - continued

(—) Strategy Committee - continued

9. Make recommendations on amending

responsibilities and rules of meeting of the
committee, and report to the Board of Directors for

consideration;

10. As for issues to be deliberated by the Board of

Directors and  within  the  committee’s
responsibilities, this committee shall review such
both

recommendations and the considerations to the

issues first, and then report related

Board of Directors for consideration;

11. Other issues authorized by the Board of

Directors.

(=) Risk Management Committee

Chairman:
MA CHI UN (appointed on 29 Sep 2022)
MA CHI KONG (resigned on 29 Sep 2022)

Members:

Z0OU ZHIMING (appointed on 29 Sep 2022)
GUO YIMING (appointed on 29 Sep 2022)
LUO YINGHUI (appointed on 29 Sep 2022)
LEONG WENG PUN (resigned on 29 Sep 2022)
JIAO YUNDI (resigned on 29 Sep 2022)
ZHANG CHAO (resigned on 29 Sep 2022)
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Corporate Governance - continued

( — ) Risk Management Committee -

continued

Primary responsibilities of Risk Management
Committee are:

1. Analyze and make recommendations on
adjusting the Bank’s risk management principles
and policies to the Board of Directors in a timely
manner based on changes in international and
domestic economic and financial climate, policies
and regulations and business development needs of
the Bank;

2. Inspect and monitor the Bank’s internal risk
management in terms of credit, market, operation,
liquidity, reputation, technology and country,
regularly evaluate the Bank’s risk management and
its capability and performance in this regard,
analyze and make recommendations on adjusting
the Bank’s risk management principles and policies

to the Board of Directors in a timely manner;

3. Evaluate procedures and efficacy of the Bank’s

internal audit  department, and make
recommendations on improving the Bank’s risk
management and internal control to the Board of

Directors;

4. Analyze and formulate the Bank's fundamental
policies of risk management and internal control,
inspect the comprehensiveness and effectiveness of
the Banks’ risk management principles and policies,
analyze, report to the Board of Directors for

consideration;
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Corporate Governance - continued

( — ) Risk Management Committee -

continued

5. Understand risk assessment methods and models
employed by the Bank alongside with their
assumptions and predictions, and review risk
assessment results;

6. Analyze and make recommendations on
strengthening and improving the risk management
information system to the Board of Directors in
order to enhance the Bank’s capability of credit

risk identification and management;

7. Consider major issues or plans such as capital

management-related principles, policies,
procedures which are to be approved by the Board
of Directors, and make recommendations to the
board; advise the board on the Bank’s capital

adequacy ratio disclosures;

8. Formulate annual work plan of the committee,

hold regular meetings on issues within the

committee’s responsibilities and report the
committee’s work to the Board of Directors
regularly;
9. Make

recommendations on  amending

responsibilities and rules of meeting of the
committee, and report to the Board of Directors for

consideration;
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Corporate Governance - continued

( — ) Risk Management Committee -

continued

10. As for issues to be considered by the Board of

Directors and  within  the  committee’s
responsibilities, this committee shall review such
issues first, and then report both related
recommendations and the considerations to the

Board of Directors for consideration;

11. Other issues authorized by the Board of

Directors.

(=) Related Party Transaction Control

and Audit Committee

Chairman:
PANG CHUAN (appointed on 29 Sep 2022)
LEONG WENG PUN (resigned on 29 Sep 2022)

Members:

GUO YIMING (appointed on 29 Sep 2022)
JONG LAI CHING

FONG LONG PENG

CHAN WAI SHING (resigned on 29 Sep 2022)

Primary responsibilities of Related Party

Transaction Control and Audit Committee are:

1. Analyze and formulate the Bank’s related party
transaction management system, report to the

Board of Directors for consideration;
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Corporate Governance - continued

(=) Related Party Transaction Control
and Audit Committee - continued

2. General related party transactions shall be
examined in accordance with the Bank’s internal
approval authorities and procedures, and reported
to this committee for the record. The risk
management department shall summarize the
previous month’s approvals of general related party
transactions in the first five workdays every month,

and submit the summary to this committee;

3. Examine major related party transactions to be
approved by the Board of Directors, and then

report to the board

4. Examine and verify the Bank’s affiliates, and
announce the verified list of affiliates to the Board
related

of Directors, Supervisory Board and

departments of the Bank;

5. Monitor the Bank’s management of related party
transactions and the implementation of the Bank’s
directors, administrative personnel and affiliated
persons in this regard, and make recommendations
to the Board of Directors

6. Monitor the Bank’s accounting policies,
financial status, procedures of financial reporting
as well as risk and compliance, and make

recommendations to the Board of Directors;
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Corporate Governance - continued

(=) Related Party Transaction Control

and Audit Committee - continued
7. Review the Bank’s annual audit report,
recommend on the authenticity, completeness and
accuracy of information contained in the audited
financial report, and report to the Board of

Directors for approval;

8. Review the Bank’s mid-to-long term internal
audit plan, annual internal audit work plan, internal
audit system and budget, and remunerations of
internal auditors, and make recommendations to

the Board of Directors;

9. Evaluate and recommend on work procedures

and efficacy of the Bank’s internal audit
department, report to the Board of Directors for

consideration;

10. Handle notifications issued by regulatory
authorities, and review reports on how the Bank

rectifies its work;

11. Review reports of off-office auditing for
executive management who are not directors, and

recommend to the Board of Directors;

12. Evaluate external auditor, and recommend on
the hiring and changing of external auditor, report

to the Board of Directors for consideration;
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Corporate Governance - continued

(=) Related Party Transaction Control
and Audit Committee - continued

13. Formulate annual work plan of the committee,
periodically hold regular meetings on issues within
the committee’s responsibilities and report the
committee’s work to the Board of Directors
regularly;

14.  Make

recommendations on amending

responsibilities and rules of meeting of the
committee, and report to the Board of Directors for

consideration;

15. As for issues to be considered by the Board of

Directors and  within  the  committee’s
responsibilities, this committee shall review such
both

recommendations and the results to the Board of

issues first, and then file related

Directors for consideration;

16. Other issues authorized by the Board of

Directors.

( /9 ) Nomination and Compensation

Committee

Chairman:

CHUI SAI PENG JOSE

Members:

ZHANG DECHUN

LAO NGAI LEONG (appointed on 29 Sep 2022)
LEONG WENG PUN (resigned on 29 Sep 2022)
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Corporate Governance - continued

( /9 ) Nomination and Compensation
Committee - continued
of Nomination and

Primary responsibilities

Compensation Committee are:

1. Inspect the structure, number of directors and
composition of the Board of Directors on an annual
basis, and recommend on the board’s size and
composition to the Board of Directors with respect
to the Bank’s strategies, businesses, asset scale and

equity structure.

2. Fulfill the following tasks in accordance with
related laws, regulations and rules of the Bank’s

Company Charter:

(1) Verify the

qualifications of director candidates, and submit

resume, background and
verification results to the Board of Directors for

consideration;

(2) Nominate the board secretary, and submit the
nomination to the Board of Directors for

consideration;

(3) Verify qualifications of the Bank’s chief auditor,
and chairmen and members of various special
committees of the Board of Directors, and submit
verification results to the Board of Directors for

consideration;

(4) Verify qualifications of senior management
appointed and dismissed by the Board of Directors,
and submit verification results to the Board of

Directors for consideration;
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Corporate Governance - continued

( /9 ) Nomination and Compensation

Committee - continued

3. Analyze and formulate suggestions on the
Bank’s fundamental compensation management
policies, and report to the Board of Directors for

consideration;

4. Analyze and formulate suggestions on the
Bank’s compensation and allowance standards for
directors as well as the evaluation guidance of
directors’  performance, submit evaluation
proposals on the performance of directors, and

report to the Board of Directors for consideration;

5. Analyze and formulate recommendations on the
evaluation guidance and compensation plan for
senior managers appointed and dismissed by the
Board of Directors, recommend on the evaluation
of such personnel, and report to the Board of

Directors for consideration;

6. Formulate annual work plan of the committee,
periodically hold regular meetings on issues within
the committee’s responsibilities and report the
committee’s work to the Board of Directors

regularly;

7. Make recommendations on amending

responsibilities and rules of meeting of the
committee, and report to the Board of Directors for

consideration;
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Corporate Governance - continued

( /9 ) Nomination and Compensation

Committee - continued

8. As for issues to be considered by the Board of

Directors and  within  the committee’s
responsibilities, this committee shall review such
issues first, and then file both related
recommendations and the results to the Board of

Directors for consideration;

9. Other issues authorized by the Board of

Directors.
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9. IEMEFR Cash Flow Statement
BZ+—H=1+—HIFFEE For the year ended 31 December

() (xat)
(Audited) (Audited)
2022 2021
BT HPIRET T
MOP’000 MOP’000

RERETE HSRE Cash flows from operating activities
Mg e EE 2 HEm Operating cash inflow before taxation 10,801,631 6,479,117
- BB ERRIE - Macao Complementary Tax (123,653) (151,138)
A GRS E B T AR ASTAE Net cash flows generated from operating activities 10,672,978 6,327,979

REBREEH HERE Cash flows from investing activities
- HEHMEE - Disposal of other investments NA 88,224,594
- HEBUNES - Disposal of treasury bills NA 12,900,000
- HEDESRRAST BN EERE - Disposal of debt securities at mortised cost 10,821,745 NA
- HEDAREESE B E ST A - Disposal of debt securities at FVOCI 96,332,435 NA

2 U s BRI A
- BEUER - Dividend received ¥ 264
- EEHE - Purchase of interest in leasehold land (37464) (39501)
- BB ~ BRI - Purchase of property, plant and equipment (186,272) (195471)
- EEBUTES - Purchase of treasury bills NA (13578,294)
- EEHAMRE - Purchase of other investments NA (91,864,589)
- MEE DR AT B EEREE - Purchase of debt securities at mortised cost (25,294,528) NA
- IEE DA R EEETE HEZEHET A - Purchase of debt securities at FVOCI (88,344,906) NA
2 UL s B A

R A& ES TR S Net cash flows used in investing activities (7,008,954) (4,552,997)

RESHEHZHERE Cash flows from financing activities
- AR - Dividend paid (392,021) (562,475)
- BITEARTTE - Issue additional equity instruments 1,484,936 1,978,047
- BITEIEHZRENES - Issue fixed rate debts - 1,889,250
- FERTEZSFIE - Interest for fixed rate debts (225,139) (223,794)
- BONEAM R TAEME - Interest for additional equity instruments (295,257) (185,400)
REELEEZ HER AT Net cash flows generated from financing activities 572,519 2,895,628
He&RREEEYIRRH Net decrease in cash and cash equivalents 4,236,543 4,670,610

cash and cash equivalents at the beginning of the
22,304,262 18,290,454
FEWRE RREEEY year

PR SEEN IR G IR S E YN 2% Effect of foreign exchange rate changes 277,891 (656,802)
ERPESRRSEEY Cash and cash equivalents at the end of the year 26,818,696 22,304,262

F31H H£89H



XIB GROUP

2 P B BR SR 17

LUSO INTERNATIONAL BANKING LTD.

EIEFRRITERIEL R A Member of XIB Group

10. FEE@EEER Significant Accounting policies

IR Rl AT B ik 2 £ & 5T BUREEY
T - BRSSINGEIH > ARHBORERG 20k
PRI A BERR AT R Z A B BRI -

10.1 GmfilALAE

R B AP T A S5 32/93/M SRRl
B8 2R R R DL OSBRI AT B 5
4412020 SRATEBUARPRIEMERY CRPT7H
EHER]) SRl - PR (EEET = HHEE)
s AEA UGS 2 SREE ~ $TE SR T
B DAREES 2 HEEEET A8
RS N R E A nEER RSN A
B PR AR S A B4 -

10.2 BRATHTET R ALESTHY BT B e
2l

BRFTEORBUE] F RS 4412020 SRS HEAR
PR RITT B B 5 e A (T o CRFTR
B ZER) ) - AEHY 2020 523 H 28 HA:
58> HRFEUA 55 25/2005 SRATEUEM
JFURP IR B TR R s ZE R ( T CRP IR
BEaEdEAl) ) ) -

F32H

The principal accounting policies applied in the
preparation of these financial statements are set out
below. These policies have been consistently

applied to all years presented.

10.1 Basis of preparation

These financial statements have been prepared in
accordance with the requirements as set out in
Decree-Law No. 32/93/M and the Macau Financial
Reporting Standards issued under Administrative
Regulation No. 44/2020 of the Macau Special
Administrative Region. These financial statements
have been prepared under the historical cost basis,
except for the financial assets at fair value through
other  comprehensive  income  ("FVOCI"),
derivative financial instruments, financial assets
and financial liabilities at fair value through profit
or loss ("FVTPL") which have been measured at

fair value.

10.2 Application of new and amended Macau

financial reporting standards

The Financial Reporting Standards of Macau SAR
which was approved by Order of the Secretary for
Economy and Finance No. 44/2020 (the "New
MFRSs"), have come into effect on 28 March 2020
and have replaced the Financial Reporting
Standards of Macau SAR as stated in Annex Il of
the Administrative Regulation N0.25/2005 (the

"MFRSs").
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10. FEEEEER-4 Significant Accounting policies - continued
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F33H

10.2 Application of new and amended Macau
financial reporting standards-continued

The MFRSs had adopted a selection of standards

from the 2004 edition of the International Financial

"IFRS")

framework for Preparation and Presentation of

Reporting Standards (the including
financial statements as well as 16 standards. The
New MFRSs, on the other hand, have adopted the
Conceptual Framework for Financial Reporting
and all of the standards and interpretations from
the 2015 edition of the IFRS.

The New MFRSs are effective for annual periods

beginning on or after 1 January 2022.

10.3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES
(a) Revenue recognition
(i) Interest income and expense
For all financial instruments measured at amortised
cost, interest-bearing financial assets classified as
at fair value through other comprehensive income,
interest income or expense is recorded using the
effective interest rate method, which is the rate that
exactly discounts estimated future cash payments
or receipts through the expected life of the
financial instrument or a shorter period, where
appropriate, to the net carrying amount of the
financial asset or financial liability. The calculation
takes into account all contractual terms of the
financial instrument (for example, prepayment
options) and includes any fees or incremental costs
that are directly attributable to the instrument and
are an integral part of the effective interest rate, but

not future credit losses.
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10. EEEETBOR-&E
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Significant Accounting policies - continued

(a) Revenue recognition - continued

(1) Interest income and expense - continued

For financial assets that have subsequently become
credit-impaired, interest income is recognised by
applying the effective interest rate to the amortised
cost of the financial asset from the next reporting

period.

(ii) Fee and commission income

Fee and commission income that is not an integral
part of the effective yield is recognised when (or as)
a performance obligation is satisfied. The Bank
earns fee and commission income from a diverse

range of services it provides to its customers.

Fee and commission income from loan and
advances mainly include loan syndication fees.
Loan syndication fees are recognised as revenue
when the related syndication arrangement has been
completed and the Bank has retained no part of the
loan package for itself or has retained a part at the
same effective interest rate as applicable to other
participants; security and insurance agency
services fees are recognised as revenue at a point
in time when the securities or insurance brokerage
services are rendered and the performance
obligations are satisfied; credit card fees are
recognised at a point in time when card issuance or
consumption  services completed and the
performance obligations are satisfied. Financial
consultancy fees are generally recognised on an

accrual basis when the service has been provided.
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10. FEEEEER-4 Significant Accounting policies - continued
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(a) Revenue recognition - continued

(iii) Dividend income
Dividend income is recognised when the Bank's

right to receive the payment is established.

(iv) Net trading income

Results arising from trading activities include all
gains and losses from changes in fair value and
related interest income or expense for financial

assets and financial liabilities held for trading.

(b) Foreign currencies

(i) 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 Bank
operates (“the functional currency™). The financial
statements are presented in Macau Official Patacas
("MOP"),

which is the Bank's presentation

currency and functional currency.

(if) Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the statement of profit

or loss and other comprehensive income.
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10. FEEEEER-4 Significant Accounting policies - continued
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(b) Foreign currencies - continued

(iii) Overseas operation translation

The results of an foreign operation are translated
into MOP at the exchange rates approximating the
foreign exchange rates ruling at the dates of the
transactions. Statements of financial position items
are translated into MOP at the foreign exchange
rates ruling at the end of the reporting period. The
resulting exchange differences are recognised in
the other reserve of equity.

On disposal of an foreign operation, the cumulative
amount of the exchange differences relating to that
foreign operation is reclassified from equity to the
statement of profit or loss and other comprehensive
income when the profit or loss on disposal is

recognised.

(c) Property, plant and equipment

Property, plant and equipment are stated at cost
less accumulated depreciation and any impairment
losses.

Where the land and building elements of the
leasehold properties can be allocated reliably at the
inception of the lease, the land element is
accounted for as an operating lease. Leasehold land
premiums for acquiring the land leases, or other
lease payments, are charged to the statement of
profit or loss and other comprehensive income on a
straight-line basis over the period of the lease.
Where the leasehold land is impaired, the
impairment loss is charged to the statement of

profit or loss and other comprehensive income.
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10. FEEEEER-4 Significant Accounting policies - continued
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(c) Property, plant and equipment - continued
Subsequent costs are included in the asset's
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Bank and the cost of the item can be
measured reliably. The carrying amount of the
replaced part is derecognised. All other repair and
maintenance expenses are charged to the statement
of profit or loss and other comprehensive income
during the financial period in which they are

incurred.

Depreciation of property, plant and equipment is
calculated using the straight-line method to
allocate their cost to their residual values over their

estimated useful lives, as follows:

Freehold land Not depreciated

Leasehold land and
buildings
Furniture and decoration

Motor vehicles and
equipments

Lease term or 50 years,
whichever is shorter

3 to 6 years

31to 5 years

The assets' residual values and useful lives are
reviewed, and adjusted if appropriate, at each
balance sheet date.

An asset's carrying amount is written down
immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated
recoverable amount.

Gains and losses on disposals of assets are
determined by comparing the proceeds with the
carrying amount, and are included in the statement

of profit or loss and other comprehensive income.
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(d) Current and deferred income tax

The income tax expense for the year comprises
current and deferred income tax. Tax is recognised
in the statement of profit or loss and other
comprehensive income, 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 Macau,
Guangzhou and Hangzhou where the Bank
operates and generates taxable income. Board of
Directors periodically evaluates positions taken in
tax returns with respect to situations in which
applicable tax

regulations are subject to

interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be
paid to the tax authorities.

Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the financial statements.
Deferred income tax is determined using tax rates
(and laws) that have been enacted or substantially
enacted as at the balance sheet date and are
expected to apply when the related deferred
income tax asset is realised or the deferred income
tax liability is settled.

Deferred tax assets are recognised to the extent that
it is probable that future taxable profit will be
available against which the temporary differences

can be utilised.
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(e) Provisions

Provisions are recognised when the Bank has a
present legal or constructive obligation as a result
of past events; it is more likely than not that an
outflow of resources will be required to settle the
obligation; and the amount can be reliably
estimated. Provisions are not recognised for future
operating losses. Where there are a number of
similar obligations, the likelihood that an outflow
will be required in settlement is determined by
considering the class of obligations as a whole. A
provision is recognised even if the likelihood of an
outflow with respect to any one item included in

the same class of obligations may be small.

(f) Contingent liability

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 Bank's control, or a
present obligation arising from past events that is
not recognised either because an outflow of
resources embodying economic benefits will be
required to settle the obligation but is not
probable or the amount of obligation cannot be

measured with sufficient reliability.
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(9) Cash and cash equivalents

For the purposes of the statement of cash flows,
cash and cash equivalents comprise balances with
original maturity less than three months including
cash, financial assets purchased under resale
agreements, placements with banks and other
financial institutions, balance of deposits with
regulatory authorities in excess of minimum
statutory requirement, deposits with banks and

other financial institutions and investment.

(h) Investments and other financial assets

Financial assets at fair value through profit or loss

(upon application of IFRS 9)

Financial assets at fair value through profit or loss
include all financial assets that are neither financial
assets at amortised cost nor financial assets at fair

value through other comprehensive income.

Financial assets are classified as held for trading if
they are acquired for the purpose of sale in the near
term. Derivatives, including separated embedded
derivatives, are also classified as held for trading
unless they are designated as effective hedging
instruments. The Bank may irrevocably designated
a financial asset that are required to be measured at
the amortised cost or FVOCI as measured at
FVTPL if doing so eliminates or significantly

reduces an accounting mismatch.
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(h) Investments and other financial assets -

continued

Financial assets at fair value through profit or loss
are carried in the balance sheet at fair value with
changes in fair value presented in the statement of
profit or loss and other comprehensive income.
These net fair value changes include interest
earned on these financial assets, which are
recognised in accordance with the accounting

policies set out.

Financial assets at amortised cost (upon application
of IFRS 9)

Financial assets that are held within a business
model whose objective is to collect contractual
cash flows, and that have contractual terms which
give rise on specified dates to cash flows that are
solely payments of principal and interest on the
principal amount outstanding, are measured at

amortised cost.
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(h) Investments and other financial assets -

continued

After

subsequently measured at amortised cost using the

initial measurement, such assets are
effective interest rate method less any allowance
for impairment. Amortised cost is calculated by
taking into account any discount or premium on
acquisition and includes fees or costs that are an
integral part of the effective interest rate. For
financial instruments other than purchased or
originated credit-impaired financial assets, interest
income is calculated by applying the effective
interest rate to the gross carrying amount of a
financial asset, except for financial assets that have
subsequently  become  credit-impaired;  For
financial assets that have subsequently become
credit-impaired, interest income is recognised by
applying the effective interest rate to the amortised
cost of the financial asset from the next reporting
period. If the credit risk on the credit-impaired
financial instrument improves so that the financial
asset is no longer credit-impaired, interest income
is recognised by applying the effective interest rate
to the gross carrying amount of the financial asset
from the beginning of the reporting period
following the determination that the asset is no
longer credit impaired. The interest income
calculated this way is included in interest income
in the statement of profit or loss. The loss arising
from impairment is recognised in the statement of

profit or loss.
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(h) Investments and other financial assets -

continued

Financial assets at fair value through other
comprehensive income (upon application of
IFRS 9)

Financial assets that are held within a business
model whose objective is achieved by both
collecting contractual cash flows and selling and
that have contractual terms which give rise on
specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding are measured at F\VOCI.

Subsequent changes in the carrying amounts for
debt securities classified as at FVOCI as a result of
interest income calculated using the effective
interest method are recognised in profit or loss. All
other changes in the carrying amount of these debt
securities are recognised in OCI and accumulated
under the heading of investment revaluation
reserve. Impairment allowances are recognised in
profit or loss with corresponding adjustment to
OCI without reducing the carrying amounts of
these debt securities. The amounts that are
recognised in profit or loss are the same as the
amounts that would have been recognised in profit
or loss if these debt securities had been measured
at amortised cost. When these debt securities are
derecognised, the cumulative gains or losses
previously recognised in other comprehensive

income are reclassified to profit or loss.
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(h) Investments and other financial assets -

continued

At the date of initial recognition, the Bank may

make an irrevocable election (on an

instrument-by-instrument  basis) to designate
investments in equity instruments as at FVOCI.
Investments in equity instruments at FVOCI are
initially measured at fair value plus transaction
costs. Subsequently, they are measured at fair
value with gains and losses arising from changes in
fair value recognised in OCI and accumulated in
the investment revaluation reserve; and are not
subject to impairment assessment. The cumulative
gain or loss will not be reclassified to profit or loss
on disposal of the equity investments, and will
continue to be held in the investment revaluation
reserve.

investments in

Dividends on these

equity
instruments are recognised in profit or loss when
the Bank's right to receive the dividends is
established in accordance with IFRS 9, unless the
dividends clearly represent a recovery of part of
the cost of the investment. Dividends are included

in the "dividend income" line item in profit or loss.

(i) Derecognition of financial assets

A financial asset (or, where applicable, a part of a

financial asset or part of a group of similar

financial assets) is derecognised when:
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(i) Derecognition of financial assets - continued

e the rights to receive cash flows from the asset
have expired; or

e the Bank has transferred its rights to receive
cash flows from the asset or has assumed an
obligation to pay the received cash flows in
full without material delay to a third party
under a "pass-through" arrangement; and
either (a) the Bank has transferred
substantially all the risks and rewards of the
asset, or (b) the Bank has neither transferred
nor retained substantially all the risks and
rewards of the asset, but has transferred
control of the asset.

All the following three conditions are required to
meet for "pass-through™ arrangement: (a) the Bank
has no obligation to pay amounts to the eventual
recipients unless it collects equivalent amounts
from the original asset; (b) the Bank is prohibited
by the terms of the transfer contract from selling or
pledging the original asset other than as security to
the eventual recipients for the obligation to pay
them cash flows; (c) the Bank has an obligation to
remit any cash flows it collects on behalf of the
eventual recipients without material delay.

When the Bank has transferred its rights to receive
cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to
what extent it has retained the risk and rewards of
ownership of the asset. When it has neither
transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of
the asset, the asset is recognised to the extent of the
Bank's continuing involvement in the asset. In that
case, the Bank also recognises an associated
liability. The transferred asset and the associated
liability are measured on a basis that reflects the

rights and obligations that the Bank has retained.
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(i) Derecognition of financial assets - continued

Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at
the lower of the original carrying amount of the
asset and the maximum amount of consideration

that the Bank could be required to repay.

(i) Impairment of financial assets

The Bank recognises a loss allowance for ECL on
financial assets which are subject to impairment
under IFRS 9 (including financial assets at
amortised cost, debt instruments assets at fair value
through other comprehensive income), loan
commitments and financial guarantee contracts.
The amount of ECL is updated at each reporting
date to reflect changes in credit risk since initial
recognition.

When the minimum allowance under the relevant
AMCM rules is higher than the impairment
allowance made under the Bank's accounting
policy which is in accordance with IFRS 9, the
Bank transfers the additionally required amount

from retained profits to regulatory reserve.
Measurement of ECL

ECL are a probability-weighted estimate of credit
losses under different economic scenarios. They

are measured as:

Exposure at Default x Probability of Default x

Loss Given Default
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(i) Impairment of financial assets - continued

Measurement of ECL- continued

The Bank measures impairment allowances for

12-month or lifetime ECL using a 3-stage approach

AEfFG as follows:
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Stage Description Impairment Loss
1 Credit risk on the ﬁngr)cial instrl_Jr_nent has not increased _
significantly since initial recognition 12-month ECL
2 Credit risk on the fin_ancial instrument has increased significantly A
since initial recognition Lifetime ECL
3 Financial instruments that are considered as credit-impaired Lifetime ECL
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12-month ECL are the portion of ECL that result
from default events on a financial instrument that
are possible within the 12 months after the
reporting date. Lifetime ECL are the ECL that
result from all possible default events over the
expected life of the financial instrument.

The Bank recognises a loss allowance equal to
12-month ECL unless there has been a significant
increase in credit risk of the financial instrument
since initial recognition, in which case the loss
allowance is measured at an amount equal to
lifetime ECL.

A discount factor considering the residual maturity
and effective interest rate is used to account for the

time value of money in the ECL model.
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(i) Impairment of financial assets - continued

Measurement of ECL- continued

The Bank considers both quantitative and
qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available
without undue cost or effort.

For loan commitments and financial guarantee, the
date of initial recognition for the purpose of
assessing ECL is considered to be the date that the
Bank becomes a party to the irrevocable
commitment. In assessing whether there has been a
significant increase in credit risk since initial
recognition of a loan commitment and financial
guarantee, the Bank considers changes in the risk
of default occurring on the loan to which the loan

commitment and financial guarantee relates.

Significant increase in credit risk ("SICR™)

In assessing whether the credit risk of a financial
instrument (including a loan commitment and
financial guarantee) has increased significantly
since initial recognition, the Bank compares the
risk of default occurring on the financial
instrument assessed at the reporting date with that
assessed at the date of initial recognition. The
Bank considers the following criteria in its credit
deterioration  assessment  processes,  which
differentiate an account between stage 1 and stage

2.

e Notch difference analysis of internal or
external rating change;

e  Days past due ("DPD") of 30 days;

e  Loan classification;
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(i) Impairment of financial assets - continued

Significant increase in credit risk ("SICR") -
continued

For loan commitments and financial guarantee, the
date of initial recognition for the purpose of
assessing ECL is considered to be the date that the
Bank becomes a party to the irrevocable
commitment. In assessing whether there has been a
significant increase in credit risk since initial
recognition of a loan commitment and financial
guarantee, the Bank considers changes in the risk
of default occurring on the loan to which the loan

commitment and financial guarantee relates.

Financial instruments with any of the following

characteristics will be classified as stage 3:

e DPD of 90 days;

e Loan classification of Substandard, Doubtful
and Loss portfolio; or

e  Exposures in the non-performing loan list
including cross default situation

The Bank considers both quantitative and
qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available
without undue cost or effort.

Depending on the nature of the financial
instruments, the assessment of a significant
increase in credit risk is performed on either an
individual basis or a collective basis. When the
assessment is performed on a collective basis, the
financial instruments are grouped based on shared
credit risk characteristics, such as past due status

and credit risk ratings.
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(i) Impairment of financial assets - continued

Significant increase in credit risk ("SICR") -
continued

ECL are re-measured 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
or loss in profit or loss. The Bank recognises an
impairment loss or reversal for all financial
instruments with a corresponding adjustment to
their carrying amount through a loss allowance
account, except for FVOCI, for which the loss
in the revaluation

allowance is accumulated

reserve.

Default

The Bank considers a financial asset to be in

default when:

e the borrower is more than 90 days past due on
any material credit obligation to the Bank; or

e itis becoming probable that the borrower will
restructure the asset as a result of bankruptcy
due to the borrower's inability to pay its credit

obligations.

Credit-impaired financial assets

At each reporting date, the Bank assesses whether
financial assets carried at amortised cost and debt
carried at FVOCI are

financial  assets

credit-impaired. A financial asset is
‘credit-impaired’ when one or more events that
have a detrimental impact on the estimated future

cash flows of the financial asset have occurred.

89 H



2 P B BR SR 17

LUSO INTERNATIONAL BANKING LTD.

XIB GROUP

EIEFRRITERIEL R A Member of XIB Group

10. FEEEEER-8 Significant Accounting policies - continued

() eREERE-E

A5 ER &R & -4

SRl EE (S FRERYEIE AR DL T aT iz

Bz

o (ERCAEGEHT AR E A B IR %

o ENGY WHEKEGEIE

o EALEEPHMEI TG E IR
POETTE R

o ERCAIRFA Al AERE S i BT T oAt
PARSEEAH + B

o [N IR BN e B 2GE IR R BT
BT

i/672]

EER AT E R AT EIAYATS > BT
PR D) o B AR T HIER AR fi
B BT AR BT 7 A e S Y 3R R & LA
(IR MR SRR - — & s - 24
1> A THEZHR SRS E G ETEE
B IAE > DUESF AR TU Bl e 2R E
I o

F51H

(i) Impairment of financial assets - continued

Credit-impaired financial assets - continued

Evidence that a financial asset is credit-impaired

includes the following observable data:

e significant financial difficulty of the borrower
or issuer;

e ahbreach of contract such as a default or past
due event;

e the restructuring of a loan or advance by the
Bank on terms that the Bank would not
consider otherwise;

e itis becoming probable that the borrower will
enter bankruptcy or other financial
reorganisation; or

o the disappearance of an active market for a

security because of financial difficulties.

Write-off

Loans and debt securities are written off (either
partially or in full) when there is no realistic
prospect of recovery. This is generally the case
when the Bank determines that the borrower does
not have assets or sources of income that could
generate sufficient cash flows to repay the amounts
subject to the write-off. However, financial assets
that are written off could still be subject to
enforcement activities in order to comply with the

Bank's procedures for recovery of amounts due.
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(k) Financial guarantee contracts

For financial guarantee contracts, they are initially
recognised as financial liabilities at fair value on
the date the guarantee was given and subsequently
measured at the higher of (i) the amount of the loss
allowance determined in accordance with IFRS 9
Instruments”

"Financial and (ii) the amount

initially recognised less, where appropriate,
accumulated amortisation recognised over the life

of the guarantee on a straight-line basis.
() Financial liabilitieS

(i) Initial recognition and measurement
Financial liabilities are classified as financial
liabilities at fair value through profit or loss and
other financial liabilities, as appropriate. The Bank
determines the classification of its financial
liabilities at initial recognition.

All financial liabilities are recognised initially at
fair value adjusted for transaction costs in case of
financial liabilities not measured at fair value
through profit or loss (FVTPL).

The Bank's financial liabilities include deposits
from banks and other financial institutions,
financial liabilities at fair value through profit or
loss, repurchase agreements, derivative financial
liabilities, customer deposits. other liabilities and

debt securities issued.
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() Financial liabilities - continued

(if) Subsequent measurement

The subsequent measurement of financial

liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or

loss

Financial liabilities at fair value through profit or
loss includes financial liabilities held for trading
and other financial liabilities designated at fair

value through profit or loss.

Financial liabilities are classified as held for
trading if they are acquired for the purpose of
selling in the near term. This category includes
derivative financial instruments entered into by the
Bank that are not

designated as hedging

instruments in hedge relationships. Separated
embedded derivatives are also classified as held for
trading unless they are designated as effective
hedging instruments. Gains or losses on liabilities
held for trading are recognised in the statement of

profit or loss and other comprehensive income.
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() Financial liabilitieS - continued

(i) Subsequent measurement - continued

Financial liabilities at amortised cost

After initial recognition, other financial liabilities
are subsequently measured at amortised cost, using
the effective interest rate method.

Amortised cost is calculated by taking into account
any discount or premium on acquisition and
include fees or costs that are an integral part of the
effective interest rate. The effective interest rate
is applied in calculating interest expenses in the
statement of profit or loss and other comprehensive

income.

(iii) Classification as debt or equity

Debt and equity instruments are classified as either
financial liabilities or as equity in accordance with
the substance of the contractual arrangements and
the definitions of a financial liability and an equity
instrument.

An equity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments
issued by the Bank are recognized at the proceeds
received, net of direct issue costs.

Perpetual instruments, which include no
contractual obligation for the Bank to deliver cash
or other financial assets as the Bank has the sole
discretion not to make payments for distribution or
redemption of principal amount indefinitely are
classified as equity instruments. Additional equity
instruments includes additional tier 1 capital
securities with no fixed maturity or redemption

date.
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(m) Derecognition of financial liabilitieS

A financial liability is derecognised when the

obligation under the liability is discharged,
cancelled, or expires.

When an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and a recognition of a new
liability, and the difference between the respective
carrying amounts is recognised in the statement of

profit or loss and other comprehensive income.

(n) Fair value of financial instruments

The fair value of financial instruments that are
traded in active markets is determined with
reference to quoted market prices or dealer price
quotations, without any deduction for transaction
costs. For financial instruments where there is no
active market, the fair value is determined using
appropriate valuation techniques. Such techniques
include using recent arm's length market
transactions; reference to the current market value
of another instrument which is substantially the
same; a discounted cash flow analysis; and other

valuation models.
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(o) Derivative financial instruments

The Bank uses derivative financial instruments,

such as currency swaps, forward currency
contracts and interest rate swaps, to hedge its
foreign currency risk and interest rate risk,
respectively. Such derivative financial instruments
are initially recognised at fair value on the date on
which a derivative contract is entered into and are
subsequently remeasured at fair value. Derivatives
are carried as assets when the fair value is positive
and as liabilities when the fair value is negative.
Any gains or losses arising from changes in fair
value of derivatives are taken directly to the
statement of profit or loss and other comprehensive
income, except where the derivatives are qualified
for hedge accounting, in which case recognition of
any resultant gain or loss depends on the nature of
the item being hedged.

The fair value of forward currency contracts is
calculated by reference to current forward
exchange rates for contracts with similar maturity
profiles. The fair value of interest rate swap
contracts is determined using a discount cash flow
analysis by taking the present value of the expected
cash flows discounted at appropriate discount rates

reflecting fair value.
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10. FEEEEER-4 Significant Accounting policies - continued

(p) FEERE &R E

RAEEE il (T EEAN G T DA
B o MR EFE R HRE - AN E
SR S T U R EH{E AR REU =] -
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s EE - EHE Z AR EE AR
WIEEAE » HE i s Ry sk (E 1R
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EEERANEEAEE RS - £
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(q) B

TEFMRGTE] fEATIRERESUE AT
e ORI T BN PRIEE DL MAT T S At
(KRR - LI e R T EIHARE
R METFORRF R B 2RSS -

%57H

(p) Impairment of non-financial assets

Assets that have an indefinite useful life are not
subject to amortisation, but are tested annually for
impairment and are reviewed for impairment
whenever events or changes in circumstances
indicate that the carrying amount may not be
recoverable. Assets that are subject to amortisation
are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment
loss is recognised for the amount by which the
asset's carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of
an asset's fair value less costs to sell and value in
use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which
there are separately identifiable cash flows

(cash-generating units).

(9) Employee benefits

For defined contribution plan, the Bank pays
contributions to publicly administered pension
insurance plans on a contractual basis. The Bank
has no further payment obligations once the
contributions have been paid. The contributions are
recognised as employee benefit as they become

payable in accordance with the rules of the plan.
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10. FEEEEER-4 Significant Accounting policies - continued

(N BESTIR
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11. EEEGEEHER
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11.1 Frfsfi
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F58H

(r) Dividends

Dividends proposed or declared after the balance
sheet date are disclosed as a post statement of
financial position event and not recognised as a

liability at the balance sheet date.

2% Critical Accounting Estimates and Assumptions

The Bank makes estimates and assumptions that
affect the reported amounts of assets and liabilities
within the next financial year. 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.

11.1 Income tax

The Bank is subject to income tax in numerous
jurisdictions. Significant estimates are required in
determining the Bank's provision for income tax.
There are certain transactions and calculations for
which the ultimate tax determination is uncertain
during the ordinary course of business. The Bank
recognises liabilities for anticipated tax audit issues
based on estimates of whether additional taxes will
be required. Where the final tax outcome of these
matters is different from the amounts that were
initially recorded, such differences will impact the
income tax and deferred tax provisions in the

period in which such determination is made.
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11. EEGEEHE KR4

Critical Accounting Estimates and Assumptions - continued

11.2 G FhE e R

a5 DABHESH A e PLA P (B S At 2 1
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12. RINEHAEFAEITEMRRS)

11.2 Impairment of financial assets

The measurement of the expected credit loss

allowance for financial assets measured at
amortised cost and FVOCI and with exposure
arising from loan commitments and financial
guarantee contracts, is an area that requires the use
of complex models and significant assumptions
about future economic conditions and credit
behavior (the likelihood of customers defaulting
and the resulting losses). Refer to item 17 credit
risk for the explanation of the inputs, assumptions

and estimation techniques used in measuring ECL.

Off-balance sheet exposures (exclude derivatives transactions)

A AR ORYE

Contingent Liabilities and Commitments

B+ A=+—H
31 December 2022

SRS TTT
MOP’000
. N Commitments that are unconditional

e N4 S £ A
AEIRIT PTREAET 0K s6 cancellable without prior notice 94,975,676
B {3 Letters of credit issued 2,705,025
ERE Guarantees issued 1,742,049
B HH K S DEEEE Acceptances 5,924,186
&3 Total credit commitments 105,346,936

F59H
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13. T4 5HAL 5 Derivatives Transactions

T bR T Z G [Fl 80 e B A A A Y
SICEERERATT -

The contractual amounts of derivative transactions
and the fair value of their assets and liabilities by

category were as follows:

—ECCHE+-H=+—H
31-Dec-22

P
MOP’000
AN = A =3
Contract Amount Fair values Fair values
Assets Liabilities

INEEEY Forward exchange contracts
Eren it Currency swaps 40,237,602 302,356 -18,769

4% Notice N0.011/2015-AMCM HJFHREH
Eo B CEF A= HATER
& E i fE %A E M R R &R
236,658,310 TT. «

14. BERNE RETTZR 5

According to the AMCM guideline Notice No.
011/2015-AMCM, the Bank’s credit risk after the
exchange rate contract weighted as at 31 December
2022 was MOP236,658,310.

Transaction with group companies and related parties

RATIE Fy— 22 AP TE Huf (5 FA RS 1R
P (RRfe Z0RERHID) - BRI 2L T
S5 DHRERA S S e - (e SR T =R
(RS SR o ALTHIE T CRPIERPRERTT BAH
Lo E L) TERBABAS S T SR ALER]
RUE > FFeasdE B el il -

F60H

As a Macao-based credit institution, the Bank
follows The Financial System Act of Macao, and is
stable

party
transactions and preventing risks in this regard.

committed to promoting safe and

development by regulating related
The Bank promulgated Measures for the
Administration of Related Party Transactions of
Luso International Banking Ltd. to ensure that our
party
above-mentioned laws and regulations, and are in

related transactions conform to

line with principles of honesty and fairness.
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14. BEEAE REEBTZR 58

Transaction with group companies and related parties - continued

AT AR BRI N =] e Rt 7 A 5
B E R IE T ETIL T N AIHYE R &S8R fe X
Sy o W EAER B H HATE IR - LT
BRI i 5 239 LA (B R B R BRI 5 [R5
HIRIFHETT

The Bank had entered into the following
transactions and maintained significant balances
with the group companies and related parties at
mutually agreed terms during the year. All related
party transactions listed below are made on
conditions that are no more favorable to
transactions on an arm length basis.

(@) Included in various statement of financial

(a) HEFENRLLTEEZEAREIRERBE
1A= g7 position captions are balances with group
companies as follows:
RS CHFEFA=+—H
31 December 2022

BT 32 % Related party transactions BT T

MOP’000
FRGRITEIZE L HM S RitRE  Deposit with banks and other financial institutions 67,158
SRITEIZE R HA 4 piiderEf7E=r  Deposit from banks and other financial institutions (2,941,660)
B FPIFER Customer deposits (144,816)
Hfth & Other asset 64
H At Other liabilities (3.211)
ERIRTEIRASFREFZx Subordinated liabilities held by Chiyu Banking (154,500)
et Corporate Limited

(b)  FAN - ATEEELEZ FERIA

(b) During the year, the Bank earned income

SR - and incurred expense on balances with
group companies as follows:
- S— e
31 December 2022

Rt T2 5 Related party transactions BT T
MOP°000

FHGRITEIZE R HA S RitkRE > Interest income on deposits with banks and other 4,173

FEUT A financial institutions

FEER R EIZE A Rli%RE  Interest expense on customer deposits and amounts (8.283)

T Fl B H due to banks and other financial institutions

TR AT EEESE Rental of premises paid to group companies (1,607)

A ERIRITEE I 4 (&% 1] Interest expense on subordinate notes paid to Chiyu (9.270)

Shait Banking Corporate Limited

Y B PR SRS (5 B IR/ E]  System outsourcing fee paid to Xiamen (61,425)

L WSEI MR E International Bank Co. Ltd.

Fo6lH H£89H
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14. BEEAE REEBTZR 58

Transaction with group companies and related parties - continued

(c) BAHEMhBHEETT ~ &5ER/ACS) - (c)  Transactions/balances with other related
parties:
) = T E
31 December 2022

: R Related party transactions BT
BRI 5 party i Mop oo
BT (fifeE) Share equity contributed by employees (Notes) 137,299
AR5 Credit transaction 453,977
Hi&E Other assets 4,621
B EFER Customer deposits (135,274)
Hih& & Other liabilities (3,400)
TP ZFIESZ Interest expense on customer deposits (2,305)
L= Operating expenses (2,120)
N_E__F+_H=+—H ATHEE As at 31 December 2022, the Bank's loans and

BRI AEAR TS 1,019,676,792 Y%
PR ZZE 4 R 3,411,470,863)
F 52 P IER PR SR T e £ 7 PR 2 =1 BT el L 1
(&5 R Er: -

fifeE -

N_EBZTFEFZH=+—H  BILRMHE
AT R G ER By 2.5% ( B Z—4 ¢
2.5%) « B TRADNTERTH B TR K
HEA i (B e, -

F62H

advances to customers totallingMOP1,019,676,792
(MOP3,411,470,863 as at 31 December 2021) was
guaranteed by Xiamen International Bank Co. Ltd.
in the form of standby letters of credit or letters of

guarantee.

Notes:

As at 31 December 2022, 2.5% (31 December
2021: 2.5%) of the total issued ordinary shares
were held by the employees, which was recorded

under share capital and premium in owners’ equity.

k89 H



XIB GROUP

2 P B BR SR 17

LUSO INTERNATIONAL BANKING LTD.

EIEFRRITERIEL R A Member of XIB Group

15. $H%/\5] Holding Company

PER N E] R E PRI B A TR A = (LA
TTRELIEEE 49%) > — &AM I
NE] > EREE P TEIRESR TR A TR A S
J& A E - EP RIS TR A IR A FE—%¢
FREFTREMERATAY A E] @

16. & Capital

RTEA BT BT
B RV S TR

EHEFEREGS

ERATESEEHEAT e REHAHA
R fEim e B TR EE E R E AT e R
BEEORAATE T BEEARCE - IIPEES
SRR FREENEARGHE > B
bR G EHE > EFIR IR E AU
A

F63H

The Bank's holding company (holding 49% of the
total issued ordinary shares of the Bank) is Xiamen
International Investment Limited, a company
incorporated in Hong Kong. The holding company
is a subsidiary of Xiamen International Bank Co.,

Ltd. , a company incorporated in Xiamen.

The Bank performs capital ~management
throughout operation and administration, which is
closely integrated with our strategic planning, risk
management, asset and liability management and

budget management.

Based on capital adequacy ratio management of
the Board of Directors, the Bank optimized asset
allocation, speeded up business structure
adjustment, reduced risk-weighted assets, realized
risk-return trade-off and maximized risk-adjusted
return on capital on the premise of compliance
with regulations on capital adequacy ratio of

Monetary Authority of Macao.
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16. &EZAR-ZE Capital - continued

AITHEAEHEELLTAL - BHEESE
 EARE T SR T S AR TEE AR
EHATAERRE S L B sEEE R
HREZE - HEPRAETTEG ~ 5T E -~ BN 4%
TR - HEpR & A /KA B T B Ay T B2 e
S R\ e K EAR A I - MR & A S AR
BLECE IR ~ el b B3 LA Th RIS AR A
ULHC s iRIERP TSR E B o & A E B R AR
EHRNEARATERNER  HEA R ER
ETEE S o s H E EAE
AR EHIHEAEA N - EAKE
MEEENEN R DERE TS #E
HlEEARE BB ENEAF S
FEENTR RIS BIFTRRENEAR 8
RITHEBH A FHERE (S EETw - R
EEMemEHERBFHN (F
006/B/2022-DSB/AMCM 55 {#ETAE - {75
BB EEES ) WUEDRAETINEE -

F64H

The Bank’s capital management includes the
following responsibilities: defining the roles and
duties of the board of directors, senior management,
and the Bank’s organizations and departments in
capital management; establishing and improving
identify,

measure, monitor, mitigate, and control risks,

the risk management framework to

thereby ensuring that the capital level adapts to
major risks and the risk management capabilities
as well as that the capital management plan
matches the operating conditions, risk changes, and
medium- and long-term development plans;
calculating and analyzing the capital adequacy
ratio in accordance with the relevant requirements
prescribed in AMCM’s

capital management

regulations, strengthening the monitoring and
reporting of routine capital management, and
reviewing the capital utilization, capital level, and
trends in key influencing factors regularly;
formulating capital plans and establishing the
supporting capital replenishment mechanisms to
raise the capital required by the Bank’s business
strategy and planning in order to support
sustainable development; performing information
disclosure in accordance with the requirements of
the Guideline on Disclosure of Financial
Information (Circular no.006/B/2012-DSB/AMCM)

issued by AMCM
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16. &EZAR-ZE Capital - continued

AT B CFEF A= HZROE

The Bank’s Core Capital as at 31 December 2022

AT - as follows:

SAFTEETTT

MOP’000

AN Paid-up share capital 2,610,000
HEA a A Share premium 1,771,859
TETE R B B HA R Legal, statutory and other reserves 6,429,648
il Retained Earnings 973,966
HLEAR Core capital 11,785,473

fE 2 Notice N0.012/93-AMCM 1 #H 8 #
B “ECCHEC A= —HATROE
A Ry P 117.85 % i 78 B A G By
W 111.16 5 5A &S5 Ry P 229.02
{& o

FE4E Notice N0.011/2015-AMCM H4HREEEE
B BT A —HATHEAR
TR B 14.67% o

fR¥E (%R E g5 51) Circular No.
006/B/2022-DSB/AMCM %5 8.2 IEHIE » [&
PP SR TR A A PR A BIE Ry AN T R 45422
BN HEATEREEF AN NS
2

https://www.xib.com.cn/qygx/tzzgx/jgzb/index.htm

W

F65H

According to the AMCM guideline Notice
N0.012/93-AMCM, the Bank’s core capital was
MOP11.79 billion, the supplementary capital was
MOP11.12 billion and own funds was MOP22.90
billion as at 31 December 2022.

According to the AMCM guideline Notice
N0.011/2015-AMCM, the Bank’s capital adequacy
ratio was 14.67% as at 31 December 2022.

According to Item 8.2 of ( Guideline on
Disclosure of Financial Information) Circular No.
006/B/2022-DSB/AMCM, Xiamen International
Bank Co.,Ltd. is the the ultimate holding company
of the Bank. For information on its capital
adequacy ratio, please visit the following link for
reference:

https://www.xib.com.cn/gygx/tzzgx/jgzb/index.htm
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17. {EFJEBE Credit Risk
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EEEHENEA  IRHE TR SR EBCR K=
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F66 H

In terms of credit risk management, the Bank
strictly adheres to the management methods for
asset credit quality, and analyzes the state
regulation and control policy and attaches great
importance to risk prevention in areas where the
epidemic has a large impact. Credit risk is the risk
that a borrower or counterparty of the Bank will be
unable or unwilling to honour a repayment
obligation The credit risk is one of the most
important risks that the Bank is exposed to in its
operating activities. The Bank has adopted prudent
principles

to manage credit risk exposure,

including concentration limit and large risk
monitoring. The definition of impairment refer to
Accounting Policy item 10.3(j) impairment of

financial assets.

17.1 Credit asset impairment and provision policy

(i)  Measurement of ECL

Based on whether the credit risk has increased
significantly and whether the asset has been
credit-impaired, the Bank measures the loss
allowance for assets qualified to be included in the
scope of making provision for impairment losses
of financial assets based on 12-month ECL or the

lifetime ECL.
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17. {EFHEkE-8 Credit Risk - continued

17.1 (EEEERIE RS EBOR-E

() THHIEHBRRNETE-E
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F67H

17.1 Credit asset impairment and provision policy -
continued

(i)  Measurement of ECL - continued

The Bank divides the credit risk into stages by
determining whether the credit risk has increased
significantly or has been impaired upon initial
recognition. The Stage 1 is that the credit risk on
financial assets has not increased significantly
upon initial recognition; the Stage 2 is that the
credit risk on financial assets has increased
significantly upon initial recognition; and the Stage
3 is that there is objective evidence that the credit
risk on financial assets has significantly increased
to the extent of impairment. Loss allowance for
financial assets qualified to be at Stage 1 is
measured at the amount of the future 12-month
ECL; loss allowance for financial assets qualified
to be at Stage 2 is measured at the amount of
lifetime ECL; and loss allowance for financial
assets qualified to be at Stage 3 is measured at the

amount of the lifetime ECL.

The Bank regularly evaluates the counterparties
through asset classification for financial assets
related to credit business. The appropriateness of
the criteria used to identify the significant increase
in credit risk is regularly reviewed by the Bank's
Credit Management Committee.

Management overlay, for the changes in
macroeconomic environment, regulatory policies
and regional risk that cannot be fully reflected by
the expected credit loss model, management
overlay can further enhance the risk compensation

ability and reliability of ECL impairment levels.
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17. {EFHEkE-8 Credit Risk - continued

17.1 (EEEERIE RS EBOR-E
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F68H

17.1 Credit asset impairment and provision policy -

continued

(if) Description of parameters, assumptions and

estimate techniques

ECL is the result of discounting the product of
probability of default (PD), exposure at default
(EAD) and loss at default (LGD). Relevant

definitions are as follows:

e The probability of default refers to the
possibility that the counterparty will be
unable to perform its repayment obligations
or perform relevant obligations in the next 12
months or during lifetime;

e  Exposure at default refers to the expected risk
exposure when default occurs in the next 12
months or during lifetime. At the same time,
it is necessary to consider all changes in the
expected exposure at default after the
reporting date, including the principal and
interest repayable as stipulated in the contract
and relevant document, as well as reasonable
expectation of future withdrawal of relevant
debts, etc;

e Loss at default refers to the Bank's

expectation of the degree at which loss is

incurred for the default exposure. Loss at
default may vary according to the type of
counterparties, the method and priority of
recourse, and the availability of collateral or

other credit supporting.
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17. {EFHEkE-8 Credit Risk - continued

17.1 (EEEERIE RS EBOR-E
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17.1 Credit asset impairment and provision policy -
continued
(if) Description of parameters, assumptions and

estimate techniques - continued

The Bank discounts the calculated cash flow
through obtaining the repayment schedule of
principal and interest. The estimation of expected
future cash flows is based on (i) the Bank's
historical credit loss experience, adjusted for
factors that are specific to the borrowers which
include any significant financial difficulty of the
borrowers, breach of contract or probability that
the borrowers will enter into bankruptcy and the
status and progress of financial restructuring, (ii)
general economic conditions and (iii) both the
current conditions of borrowers' repayment ability
and value of collateral at the reporting date as well
as the forecast of future conditions with significant

judgements involved.

Through analysis of the scale of risk exposures,

differences in complexity, structure and risk
characteristics, the key risk-driven factors are
identified by the Bank and are grouped based on
the common credit risk characteristics. The
historical data is used to analyze the probability of

default of each grouping.

The Bank regularly monitors and reviews the
assumptions related to the calculation of ECL,
including the changes in probability of default and

the value of collateral.
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17. {EFHEkE-8 Credit Risk - continued

17.1 (EEEERIE RS EBOR-E

(ii) H2% - B TR -4
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17.1 Credit asset impairment and provision policy -

continued

(if) Description of parameters, assumptions and

estimate techniques - continued

The forward-looking information is involved in
both assessment of significant increase in credit
risk and the calculation of ECL. Through analysis
of the historical data, the Bank identifies key
economic indicators that affect the credit risk and
ECL of each asset portfolio. The forward-looking
adjustment factors are evaluated mainly based on
analyzing the relationship between the default rate
and macroeconomic factors, and determined
through forecasting economic environment. When
making forward-looking adjustments to the
probability of default, the effects of optimistic
scenarios, neutral scenarios and pessimistic
scenarios on the probability of default were taken

into consideration

The Bank adopts macroeconomic variables of
major operating countries/regions, such as GDP
growth in Mainland China and Macau, consumer
price index, unemployment rate in Macau, gross
gaming revenue in Macau, etc. when setting
economic scenarios. These macroeconomic factors
are significant to the statistical analysis of expected
credit losses and business impact. The bank
formulates different weights of economic scenarios
for its institutions in Macau and Mainland China
due to different operating environments and

policies.
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17. {EFHEkE-8 Credit Risk - continued

17.1 (EEEERIE RS EBOR-E

(ii) H2% - B TR -4

BECEC DA H ATHIR
POACEIESEME - AL - ARBUE S T R T
30% ~ 40% ~ 0%HIREHRMEE » $HHEN T
FEEEE ~ LRt ~ ARBE S T T R T 20%
40% ~ 40%FIHEZFEE -

17.2 (= H RS PGS

AAT{E b e BEE G S AR - mIlEYE - &
RFPEIR A - SEbRATE ~ 518 ~ BRI
HIEZ 2 - (5 RS H S
RS b AL SR T o] PRS2 Ry & 3
HEIAN > B A b 5 B AU 2 R AT R
k-

AITEEM R G EAY(E b B E A SRR
&> EREERMERAEATAT - RS
o3> DU R RGBSR E B )
B oy PR S EA S
5T EHAEHY AR B - DU SRS
IAE IR ERIRER > B B3 Al b I SR Al
PrEa B R e T o
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17.1 Credit asset impairment and provision policy -

continued

(if) Description of parameters, assumptions and

estimate techniques - continued

As at 31 December 2022, for three scenarios of

upside, median, downside,
30%,40%,30% probability of occurring for Macau

office and 20%,40%,40% for overseas branches.

the Bank assigns

17.2 Credit risk management policy

The Bank follows the principles of compliance,

forward-looking, and real-time in credit risk

management. Risks are identified, measured,
monitored, and controlled throughout the entire
process. The objective of credit risk management is
to maximize the Bank’s risk-adjusted rate of return
by maintaining credit risk exposure within

acceptable parameters

Through a scientific, reasonable organizational
structure for credit risk management, the Bank has
achieved the division of the front, middle, and back
offices for processing a single credit business as
well as the hierarchical management and
authorization for managing the overall credit
activities. In addition, such an organizational

design  has  delivered effective internal

communication and checks and balances as well as
systematic internal inspections and audits.
Therefore, credit risk can be prevented in advance

and monitored in real-time.
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17. {EFHEkE-8 Credit Risk - continued

17.2 {5 (b B BELPUR- 48

R AR 2 BRI - A TERELLL Y
JeE\ e S

(1) JeRben Al A

PRECERY T DU IR % 4 &
JE\f > B L R U B R SRR

(2) it

PREUERSHY T2 Dy e B b i 2
=F0YE - Plranamis B SR  EAE AT
A TEER R g - KRBT i ~ Saeft
F=BIEORIUTIRER (0 > DU ERY
PN PSR

Q) JEfzwhE

fE e 4l 2 H DA A G 1R K AT RE RS 0
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% 72H

17.2 Credit risk management policy - continued

When there is a possible risk, the Bank adopts the

following countermeasures:

(1) Risk avoidance

The Bank avoids increasing or compressing a
portfolio’s risk by taking an avoidance approach,
such as stopping regranting or withdrawing a

certain type of loans.

(2) Risk transfer

By adopting a transfer approach, part or all of the
risk is assumed by a third party. For example, the
Bank may sell loans and use credit derivatives to
transfer the risk, require additional collateral or
third-party guarantee to partially offset the risk, to

cope with the potential growing risk of losses.

(3) Risk compensation

The Bank raises a portfolio’s price to compensate

for the potential risk arising from its loss.
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17. {EFHEkE-8 Credit Risk - continued

17.2 {5 (b B BELPUR- 48

(4) JE\fze]
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ARSI AR Z HEA
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EEER
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SEA A RENE - MiERE A O ATREEE AR Y EEE -
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17.2 Credit risk management policy - continued

(4) Risk control

Typical measures include:

e Lower the concentration risk limit of a certain
type of loans to control potential losses within
acceptable parameters;

e Tighten loan terms (such as lowering
loan-to-value ratio) to control credit risk;

e  Set strict restrictive clauses (such as financial
and non-financial restrictive clauses) with
credit customers to prevent changes in the
credit risk of a certain type of loans and the

impact caused by such changes.

(5) Risk retention

Under the premise that, after assessment, the risk is
within acceptable parameters or return matches
risk, the Bank may practice retention by taking no

measures and accepting its possible risk impact.
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17. {EFHEkE-8 Credit Risk - continued

1. BKREKEHE 1R

advances

BT CHF+ZH=+—H
31 December 2022

1. Geographical

analysis of loans and

BT

MOP'000

THHME F1E% THHME F1E% THIAE A%

EURE SRR P& e — PEEE— P& =

R R B X BAERER & TAEE & EAIER =

ECL-Stage 1 ECL-Stage 2 ECL-Stage 3

Loan and Impaired loans impairment impairment impairment

advances and advances allowances allowances allowances

bl Macao 47,310,911 258,948 109,414 40,825 62,508
T Hong Kong 25,291,849 1,440,784 317,163 162,361 481,373
FEAH,  Mainland China 51,044,806 24,221 631,314 17,217 12,811
HAMHE  Others 3,703,110 38,625 52,014 - 21,968
=5 Total 127,350,676 1,762,578 1,109,905 220,403 578,660

2. BIFREEHIE M E 5

securities
B+ H=+—H
31 December 2022

2. Geographical analysis of investment in

SAFIEETTT
MOP'000
TEFAE AR TEMAEHRIEL  FEHEAEL
PEEE— P B — P ES =
IR B TEAE B AE
ECL-Stage 1 ECL-Stage 2 ECL-Stage 3
Investment in impairment impairment impairment
securities allowances allowances allowances
AR Macao 3,312,936 126 311 -
i Hong Kong 8,765,302 1,175 12,551 -
=Ry b Mainland China 40,638,190 3,878 2,470 -
Hofihr Others 32,955,373 6,586 19,987 195,824
&% Total 85,671,801 11,765 35,319 195,824

1 A EEEYF]E, Include loan interest receivable

2 /—JA*‘?

(EUNSAR

A PSS MESTFI S, Include interest receivable from investment in securities

F74H H£89H
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17. {EFHEkE-8 Credit Risk - continued
3. SRTA T HBEME M EIER

3. Geographical analysis of financial

derivatives

BT CHF+ZH=+—H
31 December 2022

BT IT
MOP'000
P Macao 3,397,565
T Hong Kong 33,136,109
HoAth & Others 3,703,928
(=t Total 40,237,602

4. ERKR BRI TR IR

4. Loans and advances by industry distribution
TR THFE A=+
31 December 2022

BPIEF T

MOP'000

THHAE 1R THHAEAEL  TREEAEL

ELRE PEEY— PERE — e =

S SR B T B < JE 2 JE A

Impaired ECL-Stagel ECL-Stage2 ECL-Stage 3

Loan and loansand  impairment  impairment  impairment

Advances advances allowances allowances allowances

HEE Agriculture and fisheries . . . . .

PR T2 Mining industries 2,350,571 B 35,207 - -

%ﬁ% Manufacturing industries 5,579,053 156,196 75,066 3,151 88,983

CEWIN =} Electricity, gas and water 1,657,958 56,216 26,858 - 42,162

T 7K

B/ 3L TR Construction and public works 17,865,415 645,022 173,195 122,183 119,906

fLaesiZmeES  Wholesale and retail 14,169,739 8,016 135,943 55,510 7,317

TIEEER Restaurants, hotels, and related 1,506,793 B, 13,560 - -

R AHRE T activities

i~ B Transport, warehouse and 1,746,605 71,429 25,347 - 15,000
e communication

JEEHEmiHE  Non-monetary financial institutions 14 395 g59 - 136,901 - -

i E Gaming ) ) ) ) )

[EEE % Exhibition and conference ] . ] ) )

5= Education 456,583 - 7,730 - -

Bk Information technology 166,700 333 3,107 - 190

HAtn {73 Other industries 42,636,748 777,975 459,707 37,962 289,477

(EPN=¢ 4 Personal loans 28,818,652 47,391 17,284 1,597 15,625

=1 Total 127,350,676  1,762578 1,109,905 220,403 578,660
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17. {EFHEkE-8 Credit Risk - continued

5. AT I EEEHEGENEEAMEEBH 5 Analysis of assets and liabilities by
FRIBAE BRI ZIHA H B934 remaining maturity
—S— S e N
31 December 2022

SRPIRETT
MOP’000
EE —@EAN —EH ={@H —F =R JE ] =T
E={FH FAE FEDAE HAMR
On demand Within 1 monthto 3 months 1 year Over  Indefinite Total
1month  3months tolyear to3years 3 years period
BE Assets
% F PRI tﬁ;’;;’;fsad"a”ces o - 35254485 6,889,039 39,125500 34,501,810 9,036,123 634,751 125441708
B R TRz Cash and balances with 14,633,654 ; - 156,773 - - - 14,790,427
banks
B £ e i
gﬁim AR 225?;25&"';3;2‘:3; 1,341,756 - - - - - 1640975 2982731
fEBC B AREfR{T Deposits with the central 462,676 - - - - - 2650990 3,113,666
bank in Mainland of China
&S Placements with banks and - 2969325 652575 693,468 - - - 4315368
other financial institutions
B ORES RIS E Financial assets purchased 1374263 ) ) ) ) ) 1374263
under resale agreements Y T
AMCM #7555 ;r:;laéll‘\;y bills issued by - 2497533 - - - - - 2497533
HArEE% Other securities - 3836978 6572701 9746800 28,098,561 30229437 4,663,348 83,147,825
=)=\ Liabilities
S92 T E i 4o i
ST R A k##% Deposits from banks and 13498 14,066,670 8,669,246 6,082,027 - - - 28831441
HEZ 17K financial institutions
& [l R Repurchase agreements - 12815576 6,825,918 1,382,160 - - - 21,023,654
AFEBTTRL Dif)t(_’s'ts from public sector 11,456 7,179,380 11,087,536 15,427,380 - - - 33705752
entities
LT [ RE T i i
PR FITERL Deposits from holdingsand ) g0 oo 761 105291 38,971 - - - 3088078
associated companies
JEsRfTEE SR Deposits from non-bank 21,071,661 17,369,443 34,907,695 53,362,298 1,986,173 - - 128,697,270
customers
BITES Debt securities issued - - - - 1,745,718 4,027,389 - 5,773,107
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17. {EFHEkE-8 Credit Risk - continued
6. MHEIEE T 6. Analysis of past due exposures

“EC T H=+—H
31 December 2022

BT
MOP’000
AR =1 H wEAE 7S E H i (5

{EAREENEH {ERBIE—F
Past due for more than Past due for more  Past due for Percentage of past
3 months but less than than 6 months but more than1  due exposures to

or equal to 6 months  less than or equal year total exposures
to 1 year
ey & s
3F$F<'£%~J5%m)\ Loan and advances to 645,292 60,247 407528 0.87%
FrEER non-bank customers
BHE Investment in securities 28,393 N/A

BE-B-—FL-A=4+—H KPR As at 31 December 2022, The Bank’s collateral

B\ A 'R Y EE KR
414,456,838 JrT - THIA(S AR IR F T
459,467,727 T °

value for loans overdue for more than three months
was MOP 414,456,838. The ECL loans allowances
made MOP 459,467,727.
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17. {EFHEkE-8 Credit Risk - continued
7. (ERmE S

7. Credit quality analysis

e SE— S

31 December 2022

(a) BB EK
HEEEE
B

BiE

R

A%E

EiSPS

(b) FBERITR
£ R E At SR
EEREE
e

BE

R

H]5E

Bk

PIRETIT
MOP'000
HIEAES TEIEREL HEiNERES  THIERE
P& e — P& e — FEEe=  JRB{E e
HiE ERYIEE BEEHE OREEHEE O REREHEE HaEH
ECL-Stage 1 ECL-Stage 2 ECL-Stage 3 Total ECL
Collateral impairment impairment impairment  impairment
Assets value allowances allowances allowances allowances
(a) Credit quality of loan
and advances
Pass 123,645,927 61,251,488 1,109,905 32,267 - 1,142,172
Special Mention 1,942,171 592,785 - 188,136 - 188,136
Substandard 907,393 154,191 - - 233,994 233,994
Doubtful 440,600 14,420 - - 174,010 174,010
Loss 414,585 265,268 - - 170,656 170,656
127,350,676 62,278,152 1,109,905 220,403 578,660 1,908,968
(b) Credit quality of
balances and placements
with banks and other
financial institutions
Pass 18,595,320 - 5,909 - - 5,909
Special Mention
Substandard
Doubtful
Loss
18,595,320 - 5,909 - - 5,909
E78H H£89H
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17. {EFHEkE-8 Credit Risk - continued

7. (EREE I -& 7. Credit quality analysis - continued

—ECCHF+ZH=+—H
31 December 2022

BT
MOP'000
THIE RS THRMEREL THIEHELS  THIERE
P& — PEEE— PEEE=  RIBUEAEMR
A EREE  RMEREHE O EREEs REEES 4ar
ECL-Stage 1 ECL-Stage 2 ECL-Stage 3 Total ECL
Collateral impairment impairment impairment  impairment
Assets value allowances allowances allowances allowances
(c) DME#HEkAET (c) Credit quality of
= - investment
BHEFRENE .
securities at
FsE amortised cost
EE Pass 33,867,058 - 7,350 19,093 - 26,443
A Special Mention - - - - - -
S Substandard - - - - - -
g Doubtful - - - - - .
=V Loss - - - - - -
33,867,058 - 7,350 19,093 - 26,443
(d) DI fEEET (d) Credit quality of
£ B H#ght A investment
N e OE ey securities at FVOCI
R
EHE Pass 44,939,857 - 4,415 16,226 - 20,641
[bas Special Mention - - - - - -
KR Substandard - - - - . .
H5E Doubtful - - - - - -
E=UN Loss 28,393 - - - 195,824 195,824
44,968,250 - 4,415 16,226 195,824 216,465
() EftemhgE (f) Credit quality of
other financial
tE A A assets
EH Pass 1,374,459 1,462,901 141 - - 141
fBEE Special Mention - - - - . .
RER Substandard - - - - - -
T 5E Doubtful - - - - - -
Ei=PS Loss - - - - - -
1,374,459 1,462,901 141 - - 141

3 REDIN o EE B B HEE R AJBZ0EE451LE Exclude investment securities measured at FVTPL

F79H $H£89H
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18. THIEEfE Market Risk

55 B 2 46 F R SRl T 5 | S (E AR Y
Bl > SIRTTHIRN RRINEB IR
JE\f - TR bR AL SR THIZC S RIIER 5
R - AT R b B B R
155 Iz 12 R AE $RAT 7] LUK 32 1Y & B &
W IEREERAEEZ AGHRESH
JEFE T - FRéS & R AR BRI SR HY
JRpmEE LI IMRIEAT TR R AZ AE TTRF
T ATTRER DU TG e > iR R R
b dEE > B IR A b R B AV UL 2 R Y AR
k-

1. FI=RJE

BE_EFET A= H ATER
SRR AR AP T 753.80 {7 0 “FEIER
1253 4

2. P\

BE_ZE-HFF A= —H RIERE
HH R RPTHE 4,906 & 0 HAURFTHS 624 B Ly
FE F AR -

F80H

Market risk is the risk of loss to a bank’s on-
and off-balance sheet businesses caused by
price fluctuation in the financial market.
Market risk arises from a bank’s trading and
non-trading businesses. The objective of the
Bank’s
maximize its risk-adjusted rate of return by

market risk management is to

maintaining market risk exposure within
acceptable  parameters,  reporting  risk
Asset and Liability

Management Committee regularly, evaluating

exposures to the

the market risk the Bank is able to address
based on its risk tolerance as well as the risk
changes of economic conditions and of banks
and other financial institutions, and making
timely decisions to adjust risk structure.

1. Interest rate risk
As at 31 December 2022, the Bank’s balance
of investment in fixed-rate bills stood at
MOP75.38 billion, with an average remaining
tenor of 2.53 years.

2. Equity risk

As at 31 December 2022, Equity investments
amounted to MOP49.06 million, among which
MOP6.24 million was equity
investments.

unlisted
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18. THiEE -8 Market Risk - continued

3. PR

BE_ZE-_F+ZA=t—H KITUFHE
7T~ NS - BTCEHEITREE LR REE S R
B 55.13% ~ 40.25% ~ 1.24% ( Eofif By impi

"E) -

19. FIZRJEJE Interest Rate Risk

AR FE A K AE ~ SRS A ] 2
BE PR TR H E N B R R 2
TR JERE AR B A £ o Ry =31

f

1. SRCUEER  F5FERE SR H A [F
T HECEBIRAEIMS [S2H b - F2RE
BB GRS PT LR EC S i
FEUER R AR AR -

2. FAEEFE e E EAENRAE YR
TTIRERAINES - @ETIRRAHFE AT -
BB RERAY LA — BT 2 B E

bz -

F81H

3. Currency risk

As at 31 December 2022, the Bank’s
investments denominated in USD, RMB and
HKD accounted for 55.13%, 40.25% and
1.24% of the total investments, respectively
(the rest were investments in MOP).

4. Commodity risk
The Bank is not exposed to commaodity risk at
the moment.

Interest rate risk is the risk of loss in the
economic value of the banking book and
income from adverse

overall resulting

movements in interest rates and term
structures. Interest rate risk primarily includes

three categories:

1. Gap risk: The risk arising from different
of different
interest

repricing periods financial

instruments  when rates change.
Changes in interest rates include parallel
upward or downward shifts in the yield curve

as well as changes in its shape.

2. Basis risk: The risk
inconsistent changes in the different pricing

resulting from

base rates on the banking book’s on- and
off-balance sheet businesses, although their
terms are the same or similar.
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19. FZRJEFE- Interest Rate Risk - continued

3. JREMEE b - RARSRITRI A WIRENTAE T
B sRHESRITIRER NS NEB AR AN
FEIRA RS = R (IR T ST+ 7]
DU 82 < i T B9 R AR < 0t 7K~ B A
FR - ez R b - SR U =] 73 Ry 5
IR b A AT Ry SR R W 4

AT CRFTEIPE R TR A TR A FIFER
JR\pe BRI ) T TR ~ BT E BN 9%
il R B AR s > 1% 2 R AR e T T
sTE - MEESHAREEEREIRA R
HISEBAIER > EHTE EIIRGERE D  S
FFRETAE TR, > ZERIFIRE AL SRTT A&
YERVELEIN © [FRS S BAAGE Y AT
R RS BB E A S KA -
MBI - SIESRRAE - (K
FIER b TR TH A R B

F82H

3. Option risk: The risk arising from the
changes in future cash flow level or duration
made by a bank or its counterparty because
the bank holds option derivatives or there are
embedded option clauses or implied options in
the banking book’s on- and off-balance sheet
businesses. Option risk can be characterized
as automatic option risk and customer

behavioral option risk.

The Bank
controls, and manages interest rate risk in

identifies, measures, monitors,
accordance with the Administrative Measures
for Interest Rate Risk of Luso International
Banking Ltd., and measures interest rate risk
on a quarterly basis, maintains interest rate
risk exposure within acceptable parameters by
reasonably adjusting the interest rates on and
off-balance sheet businesses, repricing term
structure, and reasonably using interest rate
derivatives. In the meantime, based on the
judgment on the interest rate trend, the Bank
timely adjusts the pricing methods and levels
of businesses and uses the internal fund
mechanism  to business

transfer guide

operations, thereby reducing the adverse

impact of interest rate risk.
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19. FZRJEFE- Interest Rate Risk - continued

NRIRERP SR E TS AT MZ CFIZRE
EEIES ) - BURALT EEEEBIEA RN

8 DR 200

B AR T4

E{EAY

BB PA T RO B SR LR E AR, -

—ECCF+H=+—H
31 December 2022

RS

The following table demonstrates, in
accordance  with  the  Guideline  of
Management of Interest Rate Risk issued by
AMCM, the net impact to the economic value
of the Bank with an assumed parallel shift of
200 basis points throughout different time
spectrum multiplied by different weighting
factors for different currencies.

g%
ATT
NEM
BT
e

Currencies

HKD
RMB
MOP
usb

WREENEHARERPZER 13.64%

F83H

BPTETIT
MOP’000

-43,525
1,052,652
433,736
1,697,021

Impact on economic value as 13.64% of own fund
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20. ¥EEEf@ Operational Risk

AL TR b E B TR ~ aPAh - B
AR E RS AY AR © AT IR
TR EH > R E bR ZERIEAT T a] LUK
ZHEHHEEA

FERIERE Z G - A1TLL CRPIBIRERT T
(A PR FIHERF R bR B ELEUR ) R E g
AR A AR R b O 2 KA |
i MBS AR A LI
B R e BRI AT AT T
S TR B AV EEASEAR - FER% HIEHY
SIS > SRATIERR RS S TRET ~ s
BOR ~ paE G FUHIE TR EASHARE ©
SRR o I Wl TR = 2N
HIRENCEHTRE > B T B S
P R R SRR b B BT E AR (KR #2850 i
TTE RSB R B THIES - 1A
A~ ipfR ~ BB > DUBETERUITA
TTHRPE RS IR - WS A [F] TR
R PR EUR e B " 2 R LT o 22 1
FEHE o UL > AT THYERIE s T ER THE
il > AR ~ B EER R R ER SRR R
JE\ R B AR A TEAE AV R E e - BRI A5
PE] > 4R BAFHIRIEREE -

F84H

The Bank’s operational risk management is the
process of identifying, assessing, monitoring, and
controlling  operational risk. It maintains
operational risk exposure within acceptable level

by intensifying operational risk management.

At the policy level, taking the Operational Risk
Management Policy of Luso International Banking
Ltd. as the general guideline, the Bank established
an overall framework by standardizing the
definition and identification of operational risk,
elaborating the organizational structure and
responsibilities of operational risk management,
and specifying the principles of operational risk
management. Guided by this policy, it formulated
detailed and specific regulations on discovering,
reporting, and handling operational accidents. In
terms of overall identification and quantification,
based on its realities and business requirements,
the Bank established an operational risk reporting
mechanism and a key risk indicator (KRI) system
to collect the data from its departments and
branches regularly. By doing so, it can effectively
analyze the operational risk changes through
monitoring, inspection, update, and adjustment,
and take timely risk management methods and
control measures according to different risk
characteristics. Therefore, the Bank’s operational
risk assessment and early warning mechanism can
effectively identify and prevent most of the critical
operational risks at present and potential
operational risks in the future, effectively control
the overall operation and maintain a good

operational level.
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20. ¥E{EEfE-88 Operational Risk - continued

FERIERI TG - AT TEHR(F R+ E
oo mlmE o Bl B EEE
A AERTAREREREHEAASE ~ B
SHRTE G AR = BRGNS 8 TR &S TG R
LR E R s B > SRS AL T
PR bR PR - BHRIESRE > AFT
K RFA R TER AR ~ B ARG - B
B R AR EBE K
= WP EAERE R EE R o R R
Sihs b - ESeENEE > AR
BB RV E AR S B R & O > Rty
BT SEIR A E BAE B Ok B B R
HELTRECU B, o DR SRS A R

g o

F8H

At the policy implementation level, the Bank
attaches great importance to operational risk.
Through notification, training, assessment, and
publicity, it has developed an operational risk
management culture, in which everyone is
responsible for risk management with adhering to
legality, compliance, and professional ethics, to
enhance bank-wide awareness of prevention and
control. the Bank

For operational accidents,

conducts timely and effectively follow-up and

resolution, investigation and evaluation,
supervision and  rectification, and  strict
accountability. In addition, preventive

countermeasures are studied by drawing inferences
about other cases from one instance. To make
sound preparation for risk prevention, the Bank has
intensified business operating procedure review
and risk inspection. Moreover, it has further
reduced the risk of accidents by timely rectifying
and intercepting the

problems, procedure

deficiencies, or management loopholes identified.
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21. FEXJEPE Currency Risk
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F86H

Currency risk is the risk of fluctuations in
exchange rates in the foreign exchange market
resulting in losses on a bank’s foreign
the Bank
evaluates the total limits and stop-loss limits

exchange positions. Every vyear,

through the management and professional

committee in accordance with policy
requirements. It is committed to stabilizing the
positions in different currencies and

improving currency risk management on a
routine basis.

The Bank’s businesses are primarily
conducted in USD, HKD, and MOP, with a
controllable impact of exchange rate
fluctuation risk under the linked exchange rate
system. On the other hand, as the scale of
RMB in the overall balance sheet has grown
due to the Bank's

development of branches and sub-branches in

establishment and

Mainland China. While with the acceleration
of the marketization and internationalization
of RMB, the volatility of the RMB is also
increasing. The Bank will strive to control the
impact of market exchange rate fluctuations
on its asset-liability structure.
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21. BEXRJE®-88 Currency Risk - continued

ATEE_E - _"FF+_H=1—HMHE  As at 31 December 2022, the Bank’s net
FIIT AN EAM &S B B /() B R TS0 long/(short) positions in currencies other than

F87H FH£89H

I MOP were as follows:
HPTHETIT
MOP’000
g% Currencies
ST HKD (9,495,896)
%It usD 4,813,612
UNGH: RMB (401,801)
Hi ek Other currencies 6,302
B AN S B YN E#  The following is an analysis of the Bank’s foreign
HEEE 10% 2 57T s currency which constitutes 10% or more of the total
foreign exchange exposure:
HPTETIT
MOP’000
AT HKD
HEEE Spot assets 48,265,049
HEAE Spot liabilities (86,711,024)
HEIE A Forward purchases 29,004,487
I E Forward sales (54,408)
I R/E) B FHE Net long/(short) position in HKD (9,495,896)
BT
MOP’000
Y usD
ME&E Spot assets 74,939,272
HEAMH Spot liabilities (31,867,301)
BHIE A Forward purchases 4,247,360
2 Forward sales (42,505,719)
EILR/(F) B FHH Net long/(short) position in USD 4,813,612
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22. mEMMEEES Liquidity Risk

e R RN AEES (BAR
RIS 7E e B s A DL & B A R RS 18
TR E R IES & E N R FIE
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BEMIZIHH H $ERCim A=A - ATTiRE CRPE
PRERTTRE (A PR El A Eh M e E BB )
HIFR eUET H B B - IR AR S HY
SR EE - % T E TR R P T E I
R e AR SR BN EEAR
EHZAEENEEZT -

5 AMCM RIS + ATy S
TEHEREHETRRHS  BEAIT

1. ZB- A=+ —HATCRFIA
M EERANS RS HHRSFAER
2 ET P E Ry AP TS 23.15 {5 ARERTTCHR
PRI EEFFEFETHARSRARE Y
HT (A Ry RFTHs 37.08 {5

2. "B HEFZA=FHBARRE
AENE FE R ET P E R RPT T 668.30
& G EENPIEES R 38.39%

F88H

Liquidity risk is the risk that a bank fails to raise
adequate funds timely or do it timely at a
reasonable cost to cope with asset growth or settle
due debts despite its solvency. Liquidity risk arises
from amount and maturity mismatches between
assets and liabilities. In accordance with the
Liquidity Risk Management Policy of Luso
International Banking Ltd., the Bank monitors its
cash flow on a routine basis and maintains
high-liquidity assets at an appropriate amount. The
management and monitoring of liquidity risk are
performed by the Planning and Finance
Department and the Risk Management Department,
and supervised by the Asset and Liability
Management Committee.

The Bank monitors the liquidity indicators
pursuant to AMCM’s regulations, with details as

follows:

1. As at 31 December 2022, the Bank’s
(Macao Headquarters’) required arithmetic
average of minimum weekly amount of cash
in hand was MOP2.32 billion;
arithmetic average of minimum weekly

its actual

amount of cash in hand was MOP3.70 billion.

2. The arithmetic average of specific current
assets at the end of each month as at 31
2022 was MOP66.83 hillion,
accounting for 38.39% of total liabilities on

December

average.
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22. mEhtEEfE-88 Liquidity Risk - continued

3. ZE -+ -A=+—HEHEE—
HHT—E B R B M LR A BT E A
42.62% ;

4 “ECCFALH=AHSHEE
B =18 A AR EN M EL R B P E Ry
38.63% -

23. HMEER oOther Information

5 — c S s & S e
GBI 20043 {8 (ZE - FR A
P9 145.47 (&) ARATITEFET AR
[FESRREEEER -

24. #2BH Notes

RHESTE 1, 2,9, 10, 11, 12, 13, 14, 15, 23
TE SN BERETE E AR
% LMFTABIEIIE ~ %~ A
=t—H-

(5¢)

3. The arithmetic average of the one-month
liquidity ratio for the last week of each month
as at 31 December 2022 was 42.62%.

4. The arithmetic average of the three-month
liquidity ratio for the last week of each month
as at 31 December 2022 was 38.63%.

As at 31 December 2022, the carrying amount
of MOP20.94 billion of debt securities
(MOP14.55 billion as at 31 December 2021)
was pledged to financial institutions to secure
interbank facilities.

Items 1, 2, 9, 10, 11, 12, 13, 14, 15 and 23 in
the contents are audited by external auditors.
All the above data are taken from those as at
31 December 2022 unless stated otherwise.

(END)

F89H

89 H



