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1. BABSARZR Statement of Financial Position

(@) (@B
(Audited) (Audited)
2023 &£ A 2022 4
12H31H 12H31H
At 31 December At 31 December
2023 2022
PR P T
MOP’000 MOP’000
HE ASSETS
< KSR TRk Cash and balances with banks 6,183,212 14,790,427
FEIA N B B TS 2 175K Deposits with local regulatory authority 2,440,866 2,982,731
Fh gk T Degﬁisr:ts with the central bank in Mainland 3,914,539 3,113,666
FrHEE Placements with banks and other financial 3.891.212 4315368
institutions U
HARESRIEE Financial assets purchased under resale 179.967 1,374,263
agreements ’
TSRS Derivative financial assets 218,137 302,356
BB ESK Loans and advances to customers 117,233,580 125,441,708
DIkas Yy AT BV EREILE Investments in debt instruments at 33.840.615
amortised cost 32,764,453 T
PLAREiEsT B AHZBEI AL Debt instruments at fair value through other 50.186.003 44,962,010
2 T S B A comprehensive income >80,
Liﬁfggﬁﬁfiigﬁ%%ﬁﬂ‘f\% Financial assets at fair value through profit 6.170.556 6.836.493
eSS mERE or loss »170,
DI B2 HHESET A Equity instruments at fair value through 105.949 6.240
2 E s S T EREE other comprehensive income ’
YIZE ~ W BRI Property, plant and equipment 550,903 537,990
FHE L Interest in leasehold land 145,235 148,199
- Hh{5E A RERE & TR FOE Lease prepayments on land use rights 1,017,616 1,035,783
IEIEM T & Deferred tax assets 479,549 442,627
HoAth & Other assets 842,151 859,045
KM Total assets 226,324,018 240,989,521
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Statement of Financial Position - continued

(&&=t (RR&E)
(Audited) (Audited)
2023 4 2022 &
12A31H 12H31H
At 31 December At 31 December
2022 2022
BT T BT
MOP’000 MOP’000
LIABILITIES
Deposits from banks and other financial 31.773.100
institutions 29,666,479 T
Financial liabilities at fair value through 13,148
profit or loss B
Repurchase agreements 24,751,496 21,023,654
Derivative financial liabilities 53,437 18,769
Customer deposits 147,336,342 162,549,441
Debt securities issued 8,004,209 5,773,107
Certificates of deposit issued 335,756 -
Current tax liabilities 12,044 141,502
Other liabilities 967,752 1,385,656
Total liabilities 211,127,515 222,678,377
EQUITY
Share capital 2,610,000 2,610,000
Retained earnings 5,031,402 1,918,825
Other reserves 3,131,492 7,551,397
Regulatory reserves 967,932 457,745
General regulatory reserve 771,921 -
Specific regulatory reserve 196,011 457,745
Share Capital and reserves attributable 12537967
to shareholders of the Bank 11,740,826 B
Additional equity instruments 3,455,677 5,773,177
Total equity 15,196,503 18,311,144
Total liabilities and equity 226,324,018 240,989,521
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Statement of Profit or Loss and other Comprehensive Income

HE 12 H31 HiEE

IISUON
FESZH

ERIISUI NS

AR e R A
PR R s =

R Ee e AU ATF
aSUION

HE L5 F(E518) Ll
HAr AW A

ESH
o BARRERS 5 R A

FOBRIBRAEZE A AT SRR

& PRI HoAth e T BB E

R

HiRI(ESR) A

(TR AT

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 (loss)/ 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

(Loss)/Profit before tax

Income tax

(Loss)/Profit for the year

FS5H 107 H

(&) (&t
(Audited) (Audited)
2023 2022
BT EPIRE T
MOP’000 MOP’000
8,396,485 6,504,553
(7,161,119) (4,147,273)
1,235,366 2,357,280
544,832 531,460
(29,124) (31,589)
515,708 499,871
788 36
(211,268) 589,245
5,295 32,156
1,545,889 3,478,588
(1,122,484) (1,260,403)
(29,198) (36,298)
394,207 2,181,887
(945,944) (309,259)
(551,737) 1,872,628
118,923 (72,386)
(432,814) 1,800,242
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2. IR R HArEEREER -

Statement of Profit or Loss and other Comprehensive Income - continued

(&&=t (&FEET)
(Audited) (Audited)
#B=E 12 A 31 HiEEE For the year ended 31 December 2023 2022
BT RPN TT
MOP’000 MOP’000
HAitr 2 E W /G ) Other Comprehensive income/(loss)

y HEZS HE 4 . Items that will not be reclassified

A PTERRIEARE | subsequently to profit or loss:
EBEDN R EESTE B g A Equity instruments designated as at fair
fh Z TS ATRERS T EILE ¢ value through other comprehensive

income:

TN (B S Net fair value changes during the year (113) (816)
/Nt Subtotal (113) (816)
Hig v ESHEEHEHEE ¢ Items that may be reclassified subsequently

to profit or loss:
PN EEE = HE S8 A 4 Debt instruments at fair value through other
U HIE RS B (FTEAR1%) comprehensive income, net of tax:
FEEA B EE P Net fair value changes during the year, 241,870  (1,050,279)
B TR e Y BT S S Release upon disposal reclassified to profit

iR B IR Y BT o AR or Ioss p p p 133,520 171,620

(rgﬁj B BEEE @A) EHEF Net reversal for impairment losses (35,340) 8110

fﬂé;ﬁigg}gj_ﬁa@/é} mfE{ESEE)  Change in fair value of hedging instruments (18,625)

under cash flow hedges ’ )

/Nt Subtotal 321,425 (870,549)

GBI LS AR B S 22 HH Currency translation difference (98,208) (397,927)
FREHARE LY CZHDMBEFR  Other comprehensive income / (loss) for 223.104

" 5 (1,269,292)

B%) the year, net of tax

FEREATE (S ) IKGS MBS RR) Total comprehensive (loss)/ income for the (209,710) 530,050
year, net of tax

BRI Attributable to:

AP TIER Shareholders of the Bank (209,710) 530,950

FAE TR
Huang Lai Zhi Fong Long Peng
HER HE
Chairman Director

TETUEZH A /AHERM
Macao, 28 March 2024
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3. MEZSEEELFZ Statement of Changes in Equity
BEZ = H=1—HILEE

RPTETIT
BE mAEE g e ClE BRREE e sene ;@i;ﬁ et

KRB -=fF—H—H 2,610,000 1,771,859 5,773,177 (911,845) 1,980,058 457,745 (111,708) 4,823,033 - 1918825 18,311,144
REEFERTR - - - - - - - - - (432,814) (432,814)
DA sefEfEst & B HSE SR A KA 4xm - - - (35,340) _ - - - . . (35,340)

Wz iy (R R B TR 4R
LI sefdfEs B H S ARt 4 - - - 294,043 - - - - - - 294,043

W REL N A O (B S )
B S E e 2 s - - - 133,520 - - - - - - 133,520
DAA sefE Est & B EE SRt AH A 42

WAEATHERS T B o (B R A2 8) - - - (113) - - - - : - (113)
e EEH TA o EEEE) - - - - - - - - (18,625) - (18,625)
IRAERRIEAY 52 - - - (52,173) - - - - - - (52,173)
IR R R - - - - - - (98,208) - - - (98,208)
PR SHE /G ) BEs dE8H - - - 339,937 - - (98,208) - (18,625)  (432,814) (209,710)
B RS A A NS R - - - - 180,024 510,187 - - - (690,211)
A 8 5 < AR B R (B 3) - - - - - - - (4,823,033) - 4,823,033
TSN EAR T L EFE - - - - - - - - - (407,407) (407,407)
PN E A LR - - (2,317,500) - - - - - - - (2,317,500)
A B T ARG S - - - - - - - - - (180,024) (180,024)
Koo =F+—A=1—H 2,610,000 1,771,859 3,455,677 (571,908) 2,160,082 967,932 (209,916) - (18,625) 5,031,402 15,196,503
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3. HESEEIR-E Statement of Changes in Equity - continued
BHE-Z-=F+ A=t —HIEFE
BT
WA AR REEHEE  REHREE

B HeA SR (B SPEREME S EAMEEEE  PREEA HaH

WALE i (LD (31 2)
WoBED—F+H=4—H 2,610,000 1,771,859 4,288,241 - 1,784,048 - 294,353 4,823,033 2,064,396 17,635,930
JERIHT CRFIH L ER]) ryss - - - (40,480) - - (8,134) - (604,780) (653,394)
i e S e = IR L 2,610,000 1,771,859 4,288,241 (40,480) 1,784,048 - 286,219 4,823,033 1,459,616 16,982,536
AL - - - - - - - - 1,800,242 1,800,242
u%} ggg%ﬁHﬁ?ﬁ%b?r)xﬁﬁt%ﬁtlﬁtﬁﬂ@fﬁ%&%ﬁ@i ) ) i 8110 ) ) ) i ) 8,110
ug ggggiHE%%b%f)xﬁﬁt%ﬁtl&ﬁﬂmﬁ%&%% ) ) C (158.174) ) ) ) i i (1.158.174)
E AR S E - - - 171,620 - - - - - 171,620
uz&fﬁ{%ﬂﬁﬁiﬂﬁ%@ﬁ/\ﬁﬁéﬁLlﬁzéwféél,ﬁjﬁ ) ) i (816) ) ) ) i i (816)
HIA B E R ST 2T

TRERIEN 8 - - - 107,895 - - - - - 107,895
NIRRT R AR - - - - - - (397,927) - - (397,927)
FRERHE G M8 - - - (871,365) - - (397,927) - 1,800,242 530,950
H (R R 2 A R EoAth et A < - - - - 196,010 457,745 - - (653,755)

XA NEARR A LA - - - - - - - - (295,257) (295,257)
BTHNERFRE TR - - 1,484,936 - - - - - - 1,484,936
B e S oh 531354 4 - - - - - - - - (392,021) (392,021)
A s o = [ g =| 2,610,000 1,771,859 5773177  (911,845) 1,980,058 457,745 (111,708) 4,823,033 1918825 18,311,144

F8H FH107H
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3. FEZSSRENR-4E Statement of Changes in Equity - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

MOP’000
Share Share Addltl_onal Invelstmfent Statutory  Regulatory Fort:elgn Other Ce;shdflow Retained
canital remium . Equity revaluation  Reserve Reserve Exchange reserve edge earnings Total
Caprial PrEMIUM i otruments reserve (Note 1) (Note 2) reserve — reserve £arnings
At 1 January 2023 2,610,000 1,771,859 5,773,177 (911,845) 1,980,058 457,745 (111,708) 4,823,033 - 1,918,825 18,311,144
Loss for the year - - - - - - - - - (432814) (432,814)
Reversal for impairment loss of debt securities
- - - (35,340) - - - - - - (35,340)
at fair value through other comprehensive income
hange in fair value of rities m r
Cha g? air value of debt securities e'asu.ed i . . 204,043 i i ) i i i 204,043
at fair value through other comprehensive income
Transfer from investment revaluation reserve to profits or loss - - - 133,520 - - - - - - 133,520
Change in fair value reserve of equity investments
. . - - - - (113) - - - - - - (113)
designated at fair value through other comprehensive income
Change in fair value of cash flow hedging instrument - - - - - - - - (18,625) - (18,625)
Deferred income tax effect - - - (52,173) - - - - - - (52,173)
Exchange difference - - - - - - (98,208) - - - (98,208)
Total comprehensive income/ (loss) for the year - - - 339,937 - - (98,208) - (18,625)  (432,814) (209,710)
Transfer from retained earnings to statutory and regulatory reserve - - - - 180,024 510,187 - - - (690,211) -
Transfer from other reserve to retained earnings (Note 3) - - - - - - - (4,823,033) - 4,823,033 -
Interest paid on additional equity instruments - - - - - - - - - (407,407) (407,407)
Redeem additional equity instruments - - (2,317,500) - - - - - - - (2,317,500)
2022 Dividend paid on ordinary shares - - - - - - - - - (180,024) (180,024)
At 31 December 2023 2,610,000 1,771,859 3,455,677 (571,908) 2,160,082 967,932 (209,916) - (18,625) 5,031,402 15,196,503

F9H FH107H
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3. FEZSSRENR-4E Statement of Changes in Equity - continued

At 31 December 2021

Adjustments of application of adopting New MFRSs
At 1 January 2022, as adjusted

Profit for the year

Charge for impairment loss of debt securities
at fair value through other comprehensive income

Change in fair value of debt securities measured
at fair value through other comprehensive income

Transfer from investment revaluation reserve to profits or loss

Change in fair value reserve of equity investments designated
at fair value through other comprehensive income

Deferred income tax effect Exchange difference

Exchange difference

Total comprehensive (loss)/income for the year

Transfer from retained earnings to statutory and other reserve
Interest paid on additional equity instruments

Issue additional equity instruments

2021 Dividend paid on ordinary shares

At 31 December 2022

F10H

FOR THE YEAR ENDED 31 DECEMBER 2023

MOP’000
Share Share AdEdltl_onaI Invelstmfent SFEatutory R;gulatory EFo;:elgn Other Retained
capital remium ~ Equity revaluation eserve eserve xchange reserve eamings Total
Caprial premium instruments reserve (Note 1) (Note 2) reserve
2,610,000 1,771,859 4,288,241 - 1,784,048 - 294,353 4,823,033 2,064,396 17,635,930
- - - (40,480) - - (8,134) - (604,780) (653,394)
2,610,000 1,771,859 4,288,241 (40,480) 1,784,048 - 286,219 4,823,033 1,459,616 16,982,536
- - - - - - - - 1,800,242 1,800,242
- - - 8,110 - - - - - 8,110
- - - (1,158,174) - - - - - (1,158,174)
- - - 171,620 - - - - - 171,620
- - - (816) - - - - - (816)
- - - 107,895 - - - - - 107,895
- - - - - - (397,927) - - (397,927)
- - - (871,365) - - (397,927) - 1,800,242 530,950
- - - - 196,010 457,745 - - (653,755) -
- - - - - - - - (295,257) (295,257)
- - 1,484,936 - - - - - - 1,484,936
- - - - - - - - (392,021) (392,021)
2,610,000 1,771,859 5,773,177 (911,845) 1,980,058 457,745 (111,708) 4,823,033 1,918,825 18,311,144
107 H
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3. HEZSEEIFR-GE Statement of Changes in Equity - continued

ffet 1@ 7ARE G B AT TR R I8R T
{FREITEEFE R A S AR L 2 A
o BCZ e o T 2 EEA S0
E—FERRE SN E 2+ EEG
EFEENATER TRAN T 21
+ o Btk - AR EERRIRRRSA h i
32t BEEFBHEEEHEENAT ZER
TTheA Ry I -

fiet 2 @ BrE B AT TIZ IR Rl
EHEHRE > EEENE A2
LUk e 828 (R 15 - R A HYZ238
H B s TP R L DS B E R B
BN TIK ©

f5: 3 ¢ HAMEEH S AATTH R IL 2 1]
Srlicz ks - BB DEERE 2 R F]
RS - B2 _FE =+ "H=1+—
H » A7 REREMEES EE
4,823,032,406 JA[ TS E R i Al

Note 1: The reserve is a

distributable reserve set aside from profit each

statutory non-
year in accordance with the Financial System Act
of Macau which provides that an amount of not
less than twenty percent of the previous year's
profit after tax be set aside each year until the
reserve fund reaches fifty percent of the Bank's
issued share capital and thereafter at least ten
percent of the profit after tax each year until the
reserve fund equals to the Bank's issued share
capital.

Note 2: In accordance with the regulations of
Monetary Authority of Macau ("AMCM"), when
the accounting provision of financial assets is less
than regulatory provision, the difference between
the two shall be allocated from retained earnings
to regulatory reserve, and the regulatory reserve
shall not be distributed.

Note 3: The other reserve is a distributable
reserve voluntarily established by the Bank and it
comprised amounts transferred from retained
earnings during the previous years. During the
year ended 31 December 2023, the Bank decided
to transfer MOP4,823,032,406 from this other
reserve to retained earnings.
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4. THEFEF Cash Flow Statement

B2 +-A=+—HILEE

For the year ended 31 December

(&&at) (& FFat)
(Audited) (Audited)
2023 2022
BT T BT T
MOP’000 MOP’000
REAREEH ZHERE Cash flows from operating activities
- MRFTEEEE HESCRERA Operating cash (outflow)/inflow before taxation (9,592,477) 10,801,631
- EfEFIFTSHIE - Macao Complementary Tax (64,723) (123,653)
REQBTR (EAEERE o Con lows (usedinfgenerated from operating (9.657,200) 10,672,978
REREEH ZHERE Cash flows from investing activities
- B DABRERRCA ST R SRR T ) Pirli)\fs;?sei?snilnr fc:l(::i?ipnt;?rllllglints at amortised cost 6,620,768 10,821,745
\ gkl 2 S . .
- %i%@gg;ﬁ%%;;ﬁziﬂ = AH - Disposal of debt securities at FVOCI 60,814,049 06.332.435
- U E - Dividend received 788 36
- BEHE S - Purchase of interest in leasehold land - (37,464)
- WEEYIZE ~ BRI - Purchase of property, plant and equipment (50,083) (186,272)
R R R L - Pur;}llgrsgs(;t(‘i iil(\)fsetstments in debt instruments at (6,636,280) (25294.528)
oy ey T st ..
- Ei i\\ %@ ;EE{I ;ﬁ%% ;g_ﬁ & AE - Purchase of debt securities at FVOCI (63.771.732) (88.344.906)
REREEHFERNESR Net cash flows used in investing activities (3,022,490) (7,008,954)
RESEEHZHERE Cash flows from financing activities
- AR - Dividend paid (180,024) (392,021)
- BITEAR TR ILE - Issue additional equity instruments - 1,484,936
- BREATTE - Redeem additional equity instruments (2,317,500) -
- BTEIEMNRES - Issue fixed rate debts 6,279,156 -
- i (o [ 7E R R 2 - Redeem fixed rate debts (4,019,429) -
- ZAEEFERES R - Interest for fixed rate debts (241,009) (225,139)
- ZNENEARF AR T EFE - Interest for additional equity instruments (407,407) (295,257)
- B{THEEGR - Issue certificates of deposit 1,414,500 -
- JEE[EEAFE - Redeem certificates of deposit (1,075,020) -
- YT TRERIZEGE - Interest for certificates of deposit issued (12,880) -
REEEER (EHNELNES TR Ne;c:iz;siiliei:ows (used in)/ generated from financing (559,613) 572,519
B KRS E VIR M R 5 Net (decrease)/ increase in cash and cash equivalents (13,239,303) 4,236,543
IR R ) cash and cash equivalents at the beginning of the year 26,818,696 22,304,262
FERBSI S R S Do o brelen sxchange fate changes on cash and cash (589,554) 277,891
ERREFIRSEEY Cash and cash equivalents at the end of the year 12,989,839 26,818,696

F12H H107H
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4. HEREBFT-E Cash Flow Statement - continued

4.1 I EZRMTEE NOTES TO STATEMENT OF CASH FLOWS

PRI AT GES R A B A E PR

EMABIRE -

BET-A=1+—H1LEE

N K

I OrT P

Reconciliation of (loss)/ profit before tax to

operating cash flows from operating activities

before tax.

For the year ended 31 December

(&&= (8355
(Audited) (Audited)
2023 2022
HPETT PR
MOP’000 MOP’000
FRAT(ETHE) 4 A (Loss)/ Profit before tax (551,737) 1,872,628
FHEE Adjustments for:
- BB EE RS I - Increase in impairment allowances 945,944 309,259
- VI ~ BRI T e - Depreciation of property, plant and equipment 38,064 43,475
- THE i s > i BH - Amortisation of interests in leasehold land 2,964 2,925
- BRI A - Dividend income (788) (36)
- WEE AT E) (G - Amortisation of (discount)/ premium on (2,640,025) 1,744,754
investment securities
- HEEAE TR - Net gain from disposal of investments (284,492) (168,469)
BEEPE B Changes in working capital
- FREIHEHAEE = (8 B AFRUE 328 - Increase n placements with banks and other
Jijil financial institutions with original maturity (693,745) (304,677)
over three months
- TR B R S R D - Decrease in minimum statutory deposits with
. 311,215 241,188
regulatory authorities
- FEEIHH H = B AR HE S8 - (Increase)/ decrease in placements with banks
D and other financial institutions with original (1,091,967) 1,608,658
maturity over three months
- FEHIHEE=EBENE VRE4EFE - Decrease in financial assets purchased under
D resale agreements with original maturity over 2,692,288
three months )
- F SRR R R /) - Decrease/ (increase) in loans and advances to 7857489 (1.985.084)
customers
- DA REER 2 HESEHE VERHIELE - Decrease in financial assets at fair value through
HY B Rl & 2 ) profit or loss 665,937 1,574,940
- HAhEE R - Decrease in other assets 118,216 816,757
- $RATIEISE e HoAth < Rl R D - Dfecrease deposits from banks and other (2.069.655)  (4.062.934)
inancial institutions
- B[Ol EmE rE R - Increase in repurchase agreements 3,631,316 5,911,028
- BRI - (Decrease)/ increase in customer deposits (15,644,151) 639,962
- HAth & fER ) - Decrease in other liabilities (187,062) (135,031)
BRI ER 2B Operating cash flows from operating activities 9.592.477) 10,801,631
before Tax
K EBE AR Cash flows from operating activities include
EUFIE Interest received 7,884,670 6,227,200
IR Interest paid (6,661,545)  (3,542,926)
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4. HEREBFT-E Cash Flow Statement - continued

4.2 I 5 IR E Y456 57T Analysis of balances of cash and cash equivalents

MRS RERNS > He RS EYaEE For the purposes of the statement of cash flows, cash
Ul > HRE=(E B NEIHAM DL T 4568 - and cash equivalents comprise the following

balances with maturity less than three months from
the date of acquisition.

BE+_HA=+—HIitFE For the year ended 31 December
(&&ET) (85851
(Audited) (Audited)
2023 2022
SAPTEETT SAPTEETT
MOP’000 MOP’000
B& Cash 426,226 516,385
REEEY Cash equivalents:
- FHORTRISE R LA &Rl - Deposits with banks and other financial 4,905,644 14,119,363
institutions
- ={EANFIHIS S - Investment with original maturity within three 3495114 7,031,086
months
- FrHHES - P.lace.me.nts with banks and other financial 1,789,530 3,348,760
nstitutions
- BER AT ERNEFNES - Balance of deposits with regulatory authorities
/2 . post g yau 2,373,325 1,803,102
MERENT R iR in excess of minimum statutory requirement
Iy req
HEFREEEY Cash and cash equivalents 12,989,839 26,818,696
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5. EBHE 7 MEEE Report of The Directors

T ARR R In 2023, the world economy experienced a

Hl%

2023 4 » SERFEEAS AL
slowdown amidst a rapidly evolving global
S +
EBAE T B - BN I AT economic landscape. Macao’s gaming and tourism
METT [ A » A SR it i S i B R B sectors have bottomed out despite the compounding

cyclical and structural contradictions within the

R EEBCREIASEL ~ Pt (= AR Chinese Mainland. China is faced with notable
B RIS 5 Fr b (65 BE 5 P S (T ey 2 challenges, such as the disparity in monetary

policies between China and the United States, real
i s RPISRI TSR HE AR EI > AT estate credit risk, and the mounting pressure of local
5305t T B P LS M B B government debt. As Macao’s banking sector
underwent structural adjustments, Luso
International Banking Ltd. (“the Bank” or “we”
actively pursued transitions by intensifying
investments in digital, intelligent, and ecosystem-
oriented services. However, we encountered

periodic challenges in our overall operations.

EAE > RS 4 A B A e o In the past year, China’s financial regulatory
reforms and the convening of its central financial

LIz 7j E Ij\ /\ - -
REMTEERAR > HBRABIAE ok conference outlined a clear path toward high-

i B = B A TR RS R L ARBAM ;18 quality financial development. With the enactment
of Macao's new Financial System Act and

VAN =1 ” ~ 2T 2
BRAG 2R EFIE MTRE st E guidelines on the composition of own funds, an

“EAEBSLRNISD]” ZERTIA: > 8 institutional guarantee was strengthened for the
stability of the financial sector. Additionally,

Ny j: ey .
MIERSERR D AT TV R RIS RFEE 2 Hengqin 30 Financial Measures aimed at bolstering

ﬁé « Tﬁ%\ iﬁ‘ﬂ 30 ﬂ‘f‘” El/j iﬁ‘]ﬂﬁ” %’F J finance and China’s introduction of the bond
issuance registration system further diversified

13 — A ” B , NE
Rz TaEMHT AIREBURE - AP Macao’s financial landscape. We believe that under

4o i 2 HE 7 4 W PR e — B TR - the guidance of the Development Plan for
Appropriate Economic Diversification of the Macao

HMIHE - A CRPTRERITTEE O Special Administrative Region (2024-2028), the

FE % T as iR 8] (2024-2028 4F)) F5iE city is poised to enter a new phase of moderately
diversified economic growth and modernization of

o BPEOREE ST ~ AR finance.
BIETH S T -
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5. ERHE 7 MEEE-%8 Report of The Directors - continued

B PRI TAL O T T B
Ak TR bR B SES
S SFIERINT - B EEAIR R - 2R
B MR TR & B SR ) - Rl —
5 1 P % - BB R ~ R
%~ FEERALTT” = KERES © I8 E

MR PSR ER - EE SR 8
SR IRBEREEKF - TS

WEEHREIRTT - TSR
177 WAERF - Bl R IRCR s %7t
SR E SR LR RS, - BRI
b~ RS RRE - FNEREPIRE
MREEITEBIR SRR IAERA
AT S G4 - A R fE TR i
REMIR  BHEEE SR T BT
RE 5B A SR R (L SR b A S e Rl R
0 MRBOEIRAE - BB THOE
SRR BSHYEIRE - BRI AR AL
AR 7K -

%16 H

With a collaborative approach to managing risk and

fostering  innovation to drive intelligent
transformation, the Bank was able to stay united and
resilient throughout the year in its efforts to mitigate
risk. By closely adhering to Mainland and Macao
SAR Government policies and leveraging the
advantages of the “One Country, Two Systems”
framework, we formulated three key strategies:
adopting a localized approach, aligning with
national development, and serving as a bridge
between regions. In order to support the national
economy, we prioritized financing for overseas
Chinese,  cross-border  financing, industrial
financing, and digital and intelligent financing.
Additionally, we introduced specialized wealth
management and bond services aimed at
diversifying Macao’s economy. Leveraging our
unique strengths, we fostered distinctive and
differentiated growth. To provide comprehensive
services to the overseas Chinese community, we
formed a strategic partnership with the Association
of Returned Overseas Chinese Macau and joined
overseas Chinese business organizations across
Guangdong and Zhejiang. Additionally, we
provided specialized financial services tailored to
the new energy smart manufacturing industry chain
based on our expertise in cross-border finance.
Furthermore, by strengthening both our digital and
intelligent capabilities, we were able to introduce
inclusive finance services, which contributed to

Macao's digital transformation.
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5. ERHE 7 MEEE-%8 Report of The Directors - continued

B APPSR TEYEE S PK
BRE > P E iUy - R
PRz BoRIE 2022 SEERPIEZF
s SHTHERSE & KRR
& » FESRIE 2023 FEEFR IR
557 o S RE RO E B - PR
$RAT (BRI T ) RIENEFIEI T - Bl Fo &
o HERE [ M B PR e A SN &SR T - iR
BER—fb > RIEMEE "SRG
& - WM TSRS RO R E
2 ERHEEESE TENE (EF IRF)
R TAE - FrERES A ETE > (LR
B A IR B S EIEAR T > 2R
BTPRE/KESRIAH - SZRER "
Bl B  HEEERINGE 46 JE AT
HEER RIS AR E T 28 LIB
EEHEIMA ; FRREFT SIS R
% ZRERTITEHETESE

X AR ERGHI SR IS - FE(eiE
R R TR RERE B EEHEE
BB R S (EARESER > DUEIRAT
Eipabl aalel UNE Bt I ZUNCI

° FHEH

3

F17H

Throughout the year, the Bank remained resolute
and dedicated to its mission. We persisted in
solidifying our foothold in Macao’s bond market,
earning recognition with the Excellent Underwriter
Award in 2023, after winning the Issuance
Contribution Award and Underwriting Contribution
Award in 2022. In line with the Guangdong-Hong
Kong-Macao Greater Bay Area (GBA) strategy, we
commenced the construction of our Guangzhou
Branch, making Luso International Banking Ltd.
the first foreign bank to venture into the Guangzhou
International Financial City. In support of Macao’s
integration with Henggin, we underwrote the first
corporate bond in the Guangdong-Macao In-Depth
Cooperation Zone. In addition, we made it a priority
to prepare electronic fence accounts, thereby
contributing to the establishment of a cross-border
finance hub in Henggin. Our commitment to
charitable endeavors continued. To support rural
revitalization in Xiushui County, Jiangxi, we
collaborated with the Macao and Jiangxi
governments to finance industrial projects. Our
other social responsibility initiatives include
organizing the 46th Top 10 News Election, funding
the Walk for a Million in Macau campaign, hosting
bank-wide blood donation drives, and offering
financial aid to college students in Macao.
Additionally, we have strengthened our support for
Mainland organizations in Macao, facilitating
cooperation between Macao and Guangdong,
Fujian, and Zhejiang. We also serve as a bridge for
communication between Macao and Chinese
Mainland, helping the city better align with national

development goals.
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5. ERHE 7 MEEE-%8 Report of The Directors - continued

[T ARHRF S > SRAPTZEAT > AP PEERTT
— R A (S D (DR A B %
SRR ~ BB ERFIHGER VIR RS &

R bR 2 AL IR AV BB AN RS 7 - BEA B
TTEERCAYRENIZOR - BERFItLE S
Ft o~ EARE PSR EE - B2
B8 B CHYE RN © FELE - 3E R &R
Bl RS R R P T B R ER A T S A 25 5
P8 N S NN

2024 i EE NRALAMBIR 1L 75 A4
Bl THE 25 M g
FEETEERT 3 A4 - B TTHT
SRRV PR R AR S - =
R S 2 b I 2024
AR PR TR 50 A
TRk FEERZIC AL HT AN FFE SRERG A
TTRFERER B 5 RIBUT $ 1R T & BURT
HYREECE A RS ~ RABIZ > %40
BUe s STIEART - Rk > DU (Rt
AP ERL R - [METEOE
SRATHERE A HH 3% |

ﬁ?/fﬁk

e e

I HE

%18 H

As we reflect on our progress, we recognize that
each bit of progress is a testament to the care and
guidance provided by governments and regulators,
the understanding and support of our shareholders,
the collaboration and communication of our peers,
the support and love of society and our customers,
as well as the wisdom and dedication of our dearest
employees. | would like to take this opportunity to
express our utmost respect and heartfelt gratitude
for all those who care about the bank and support its

growth.

In 2024, we will commemorate the 75th anniversary
of the founding of the People’s Republic of China
and the 25th anniversary of Macao’s return to China.
It also marks the 3rd anniversary of the
establishment of the Henggin Guangdong-Macao
In-Depth  Cooperation Zone, when Phase |
development goals should be achieved as outlined
in the overall plan. These three historical milestones
lend exceptional significance to the year 2024. This
year is also the 50th anniversary since our inception.
As we stand at this new juncture, we are committed
to closely adhering to the policies and guidance of
the Mainland and Macao SAR Government. We will
adopt a localized strategy, align with national
development plans, maintain a holistic perspective,
foster innovation, and pursue moderate progress. In
doing so, we pledge our dedication to Macao’s
modern financial landscape as we embark on a new
journey toward becoming a bank that will thrive for

generations to come.
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5. ERHE 7 MEEE-%8 Report of The Directors - continued

HRE F e

=R HUANG LAIZHI

#HER The Chairman of the Board of Directors
“ECE=H 4 /\H Macao, 28 March 2024
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6. BESEE@ = B Opinion of the Supervisory Board

RIZBRMEPES R TR A IR A =] (A FER)

F=T RS IHATE > AgEE
ro i B YIER ZIREVHE Al -

Rt AEEERMAIRIT _E = FRCE
Wt HE_ZE - =F 1+ H=1—H
b2 BEE > DU E) R s &s
AR —E ZUE=H =+ /NH#E
ARAAITIR HEERE KA i A SRTT
A EGIR SRR B RT R 5 -

A B R  A G BRI
PAUR RIS L R
TH AL -

BFIRIFESR TR I A PR A E]

HER

ZFHEH

TR PUE=H A \HNER

F20H

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 2023, financial
statements as of December 31, 2023, and the
auditor’s report issued by Deloitte Touche
Tohmatsu on March 28, 2024 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 sharcholders’ annual general
meeting.

Luso International Banking Ltd.

Chairman of Supervisory Board

Lee Fai Ming

Macao, 28 March 2024
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7. I FsTEIER4Es Independent Auditor’s Report

BRI TP A IR A T 2R

(PRI LA IR B A E])

TR IR P T B R ERT T (3 A PR 2 =R Al 2
P 0T 2023 £ 12 F 31 HEYESIR
IR EZ H IR EE RS e H A =T
Wiznd ~ M B EEAR SIME R - A

E SERTT Rt A PR B R B 55 e R AR
BPEIFEER TR A IR A IR 2023 ££ 12

H 31 HIMFECHFHI Bk - AEs
FTER AT (LT T (M )EAE 2024 4F 3
H 28 HgBaaE s i = 7
AR HIIA B e85 R T IR =

EENUHRROEE

HEH %*Ei‘)’& e NSRRI BT
BUE( TREPTR AT | )AEES 44/2020 G
Zﬁ/ﬁ?ﬁﬁﬁTT?%ETi‘%&E’J (B 4E 1)
W E BN O Bk M HEE A R
{50 B 5 R % ) A B A 1 A FR R B R B
HEHERSERPT LTI IR E T -

%21H

To the shareholders of Luso International
Banking Limited:
(a limited liability company incorporated in Macau)

The accompanying summary financial statements of
Luso International Banking Ltd. (the “Bank”)
comprise the statement of financial position as at 31
December 2023, and the statement of profit or loss
and other comprehensive income, statement of
changes in equity 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 2023. We
have issued an auditor’s report with an unqualified
opinion on the financial statements of the Bank on
28 March 2024.

Directors' Responsibility for the Financial
Statements.

Directors are responsible for the preparation of
financial statements that give a true and fair view in
accordance with 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 directos determines is necessary to enable
the preparation of financial statements that are free
from material misstatement, whether due to fraud or

error.
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7. B F R & -8 Independent Auditor’ s Report - continued

FTENYEE

BMEE R ERITE TIERARE ¥
MRS REFTER - OB EER
SRR (E A —EES) KRB MER
A4 E [RRR T 4R EY > SR R HoAAT o] H Y
T A AR & 2 N A EHE e HoAth A1
B FEURIEFEAEE - iz g s aE
EZBGE 22021/CPC JiE&EmiEY (5
STHERI) BIRUERT T3 aT 1IE - i5LhXER]
FURBAN B SFIE BB E0K - GrERIsdT
Fit TEMEWB#REE NMEEE KR
HIEM RS -

Fait LIFP R EET R - DUERAR
MR e AR FR R R T e 8 - BRI
Fa TR BUATY TR HE - B
T B e o it SR A B Y T 75 R R B K B
bREVETAL o FEHETT EBRETAGET > FETEiS
JE ELAR BRI E BRI SO 51 SR 5 i A
NERZES]  DlEEtH e ERvERT R - A
HEAEIEE B ERIA St #RE R -
Fit LF RO EEEEEN T EER
ATE EMERIE e st Et Ay & 8 M > DUk
SHEM B R IVAEAS Y 1 # -

% 2H

o

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 in
the financial statements. The procedures selected
depend on the auditor's judgment, including the
assessment of the risks of material misstatement of
the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor
considers internal control relevant to the 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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7. B F R & -8 Independent Auditor’ s Report - continued

F TR R -8
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FIER

HAFIRE Ry > MBI R AT BU&
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(s E) - FEFrA EARJTHEEM
N7 HRITR E =R A=
T HEVA BRI AR B 5% H IR ERY
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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
2023, 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, 28 March 2024
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8. BN Shareholding

KITEERBEARERN S%BiEEEES Relevant institutions which the Bank holds more
5% HEHYH Ratrs than 5% of the relevant capital or more than 5% of

its own funds

4 None

9. BEEETEML Shareholders information

T ERER Major Shareholders
EBFEEEEATR AT (AEEF) Xiamen International Investment Limited

(incorporated in Hong Kong )
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10. /\E])&J& Corporate Governance

BHEG Board of Directors

HEER: Chairman:

w=ARE HUANG LAIZHI

AR ESE Representative Directors of Shareholders:
R ZHANG DECHUN

#58H ZOU ZHIMING

EfE MA CHI UN

S R iy JONG LAI CHING

G LUO YINGHUI

HiTEE: Executive Directors:

BT (@R 2023 £ 7 H 1 HIEEAER) JIAO YUNDI (Resignation effective 1 July 2023)
Z[Z5HH GUO YIMING

BIIERITES - Independent Non-Executive Directors:
ZER LAO NGAI LEONG

B CHUI SAI PENG JOSE

BE I PANG CHUAN

BTEE: Employee Director:

VRS FONG LONG PENG
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10. AEEA-E

Corporate Governance - continued

HITEREY Executive Committee:
* & Chairman:

=R E HUANG LAIZHI

K g Members:

S (HE(TR 2023 427 H 1 H#EAR)
S8

JIAO YUNDI (Resignation effective 1 July 2023)
GUO YIMING

EfE MA CHI UN

B I PANG CHUAN
RRAR & A E Chairing Committee of General Meeting
* FE Chairman:

=R HUANG LAIZHI

W EF Secretary:

g WEI CUNMAO
BEEg Supervisory Board
B FE R Chairman:

ZfHEA LEE FAI MING

B B Members:

HEEE FU ZHIHUA

= EH, WONG WAI PAN
ZY 5% LOI POK MAN

FE U5 (Z{ER? 2023 423 F 10 H#EARD)

PANG HONG (Appointment effective 10 March 2023)

NEIFRE - Company Secretary:
g5 WEI CUNMAO
F26H JL107H
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FERLKBERK

Corporate Governance - continued

Special Committees of Board of Directors

In 2023, 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

Members:

ZHANG DECHUN

Z0U ZHIMING

JIAO YUNDI (Resignation effective 1 July 2023)
MA CHI UN

LAO NGAI LEONG

CHUI SAI PENG JOSE

PANG CHUAN

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;

107 H



XIB GROUP

EIJEPRRITEBEMR S A Member of XIB Group

2 P9 Bl BR IR 17

LUSO INTERNATIONAL BANKING LTD. ~—3R

SEAYEE
10. AHEEA-E
(—) BHEEE-H

2. HEES T M AEAR I TR A AEEAS » dEE

FHER R
3. RSB BT - SRR
% HEFOTR

4. PSS TR AR A BRI
Ak EEEGEN

5. ERARFE IR S E AT
AV > MESGER

TAEREHEIRM

6. I EAITELLEETEH - BEARETH
TR - AT AR E R HE
ok HRESGER

7. B E RS KT ATEAR ~ &
P B - SHARZEREARAR BT
B 55 B 42 17 5 PR BRI 1 — B ME AR — TR 1R

i - MES G

8. HETAZ B FE LIS > EHHEM
Gafa o B B E YR WE A E
BEHREAZEG LIEER

F28H

ARE

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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10. N\E)E)B-%& Corporate Governance - continued

(—) BREEE-E (—) Strategy Committee - continued

9. WAZ B GWE GREH AR ENE 9. Make recommendations on amending
i WEEEER responsibilities and rules of meeting of the
committee, and report to the Board of Directors

for consideration;

10. EHIHEFEEHBNALZ S TIEE 10. As for issues to be deliberated by the Board
FEINT > HAZEGENLFHERTER ©  of Directors and within the committee’s
A B e 2 N B A R S EH B g5 © 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. EE RN HAM RIS - 11. Other issues authorized by the Board of
Directors.

(D) et HEES (=) Risk Management Committee

TR Chairman:

EEiE MA CHI UN

ZE Members:

#EEH ZOU ZHIMING

FhZEHA GUO YIMING

G DL LUO YINGHUI
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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

Members:

GUO YIMING

JONG LAI CHING

FONG LONG PENG

of Related Party

Primary responsibilities

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
of Directors, Supervisory Board and related

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
issues first, and then file both related
recommendations and the results to the Board of

Directors for consideration;

16. Other issues authorized by the Board of

Directors.

(Pd) Nomination and Compensation

Committee

Chairman:

CHUI SAI PENG JOSE

Members:
ZHANG DECHUN
LAO NGAI LEONG
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Corporate Governance - continued

( '@ ) 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 resume, background and
qualifications of director candidates, and submit
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

( '@ ) 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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10. N\E)E)B-%& Corporate Governance - continued

(M) RELEFHEE -5 ( /O ) Nomination and Compensation

Committee - continued

8. EHEMERBHBNAZ S TR 8. As for issues to be considered by the Board of
BN > AR EgHLEFH o WEER Directors and  within  the  committee’s
HENFHE RN EET RS 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. EHEPENHEMAEETE - 9. Other issues authorized by the Board of Directors.
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11. FE&EHEER Significant Accounting policies
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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.

11.1 Basis of preparation

These financial statements have been prepared in
accordance with the requirements as set out in Law
No. 13/2023 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.

The preparation of the financial statements requires
management to make judgements, estimates and
assumptions that affect the application of policies
and reported amounts of assets and liabilities,
income and expenses on a year to date basis.

Actual results may differ from these estimates.

These financial statements are presented in Macau
Patacas ("MOP"), which is the Bank's functional
currency, and are rounded to the nearest thousand

except when otherwise indicated.
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11. FEEEER-E Significant Accounting policies - continued
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11.2 Summary of significant accounting policies

(a) Revenue recognition

The Bank adopts five step process for recognising

revenue from contracts with customers

1.  Identify the contract with the customer

2. Identify the performance obligations in the
contract

3. Determine the transaction price

4. Allocate the transaction price to the
performance obligations in the contract

5.  Recognize revenue when, or as, the entity
satisfies a performance obligation

The Bank recognises revenue when (or as) a
performance obligation is satisfied, i.e. when
"control" of the services underlying the
particular performance obligation is transferred
to the customer.

A performance obligation represents a service that
is distinct or a series of distinct services that are
substantially the same.

Control is transferred over time and revenue is
recognised over time by reference to the progress
towards complete satisfaction of the relevant
performance obligation if one of the following
criteria is met:

e the customer simultaneously receives and
consumes the benefits provided by the Bank's
performance as the Bank performs;

e the Bank's performance creates or enhances an
asset that the customer controls as the Bank
performs; or

e the Bank's performance does not create an
asset with an alternative use to the Bank and
the Bank has an enforceable right to payment
for performance completed to date.

Otherwise, revenue is recognised at a point in time
when the customer obtains control of the distinct
good or service.
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11. FEEEHEERE-4E Significant Accounting policies - continued

(a) W ARIERS-4E
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(i) Interest income and expense
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(a) Revenue recognition - continued

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.

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.
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11. FEEEER-E Significant Accounting policies - continued
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(a) Revenue recognition - continued

(i1) 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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11. FEEEER-E Significant Accounting policies - continued
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(a) Revenue recognition - continued
(ii1) 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.
(i1) 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.

107 H



XIB GROUP

EIJEPRRITEBEMR S A Member of XIB Group

2 P9 Bl BR IR 17

LUSO INTERNATIONAL BANKING LTD. ~—3

FELKBE

ARE

11. FEEEER-E Significant Accounting policies - continued
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(b) Foreign currencies - continued
(iii) Overseas operation translation

The results of a 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 a 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.

Construction in progress includes property in the
course of construction for production, supply or
administrative purposes and is carried at cost, less
recognized impairment losses, if any. Assets in
construction in progress are classified to the
appropriate categories of property and equipment
when completed and ready for their intended use.
Depreciation of these assets, on the same basis as
other property assets, commences when the assets

are ready for their intended use.
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(c) Property, plant and equipment - continued

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.

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.
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(c) Property, plant and equipment - continued

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 Lease term or 50 years,
buildings whichever is shorter
Furniture and decoration 3 to 6 years
Motor vehicles and 310 5 years

equipments

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.

(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.
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(d) Current and deferred income tax - continued

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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(g) 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

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 designate 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-

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

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

Financial assets at amortised cost- continued

After initial measurement, such assets are
subsequently measured at amortised cost using the
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

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 FVOCI.

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

Financial assets at fair value through other

comprehensive income- 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.

Dividends on these investments in 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.
(j) 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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(j) 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 as follows:
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Stage Description Impairment Loss
1 C_red_lt_ risk on _the f!ngr)mal instrument has not increased 12-month ECL
significantly since initial recognition
2 Credit risk on the financial instrument has increased significantly I
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 wunless 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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(j) 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
is available

forward-looking information that

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
which differentiate an

assessment processes,

account between stage 1 and stage 2.

. Notch difference analysis of internal or
external rating change;
. Days past due ("DPD") of 30 days;

. Loan classification;
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(j) 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 0of 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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(j) 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 allowance is

accumulated in the revaluation reserve.
Default

The Bank considers a financial asset to be in

default when:

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

it is 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 financial assets carried at FVOCI
are 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.
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(j) Impairment of financial assets - continued
Credit-impaired financial assets - continued

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

Evidence that a financial asset is credit-impaired

includes the following observable data:

e  significant financial difficulty of the borrower
or issuer;

e  a breach 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 it is becoming probable that the borrower will
enter bankruptcy or other financial
reorganisation; or

e 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
"Financial Instruments" and (ii) the amount initially
recognised less, where appropriate, accumulated
amortisation recognised over the life of the

guarantee on a straight-line basis.
(1) 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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(1) Financial liabilities - continued
(ii) 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.
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.
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(1) Financial liabilities - continued

(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
include 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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(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).
(q) 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 the

obligations once

payment
contributions have been paid. The contributions are
recognised as employee benefit as they become

payable in accordance with the rules of the plan.
(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.
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(s) Related parties

(1) Aperson, or a close member of that person's

family, is related to the Bank if that person:

(i)  has control or joint control over the Bank;

(i) has significant influence over the Bank; or

(i) is a member of the key management personnel
of the Bank or the Bank's parent.

(2) An entity is related to the Bank if any of the

following conditions applies:

(i) The entity and the Bank are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to
the others).

(ii) One entity is an associate or joint venture of
the other entity (or an associate or joint venture
of a member of a group of which the other
entity is a member).

(iii) Both entities are joint ventures of the same
third party.

(iv) One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.

(v) The entity is a post-employment benefit plan
for the benefit of employees of either the Bank
or an entity related to the Bank.

(vi) The entity is controlled or jointly controlled by
a person identified in (1).

(vii) A person identified in (1)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of
a parent of the entity).

(viii) The entity, or any member of a group of
which it is a part, provides key management
personnel services to the Bank or to the
Bank's parent.

Close members of the family of a person are those
family members who may be expected to influence,
or be influenced by, that person in their dealings

with the entity.
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(t) Hedge accounting

The Bank designates certain derivatives as hedging
instruments in qualifying hedging relationships. On
initial designation of the hedge, the Bank formally
documents the relationship between the hedging
instruments and hedged items, including the risk
management objective and strategy in undertaking
the hedge. Furthermore, at the inception of the
hedge and on an ongoing basis, the Bank documents
whether the hedging instrument is highly effective
in offsetting changes in fair values or cash flows of

the hedged item attributable to the hedged risk.

For hedge effectiveness assessment, the Bank
considers whether the hedging instrument is
effective in offsetting changes in fair values or cash
flows of the hedged item attributable to the hedged
risk, which is when the hedging relationships meet
all of the

following hedge effectiveness

requirements:

e there is an economic relationship between the
hedged item and the hedging instrument;

e the effect of credit risk does not dominate the
value changes that result from that economic
relationship; and

e the hedge ratio of the hedging relationship is
the same as that resulting from the quantity of
the hedged item that the Bank actually hedges
and the quantity of the hedging instrument that
the entity actually uses to hedge that quantity

of hedged item.
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(t) Hedge accounting - continued

Cash flow hedges

When a derivative is designated as the hedging
instrument as hedging instruments to hedge the
variability in cash flows attributable to a particular
risk associated with a recognised asset or liability or
highly probable forecast transaction that could
affect profit or loss, the effective portion of changes
in the fair value of the derivative is recognised and
presented in the cash flow hedge reserve within
equity. Any ineffective portion of changes in the fair
value of the derivative is recognised immediately in
profit or loss. The amount accumulated in the cash
flow hedge reserve is reclassified from cash flow
hedge reserve to profit or loss as a reclassification
adjustment in the same period as the hedged cash

flows affect profit or loss.

If the hedging derivative expires or is sold,
terminated or exercised, or the hedge no longer
meets the criteria for cash flow hedge accounting,
or the hedge designation is revoked, then hedge
accounting is discontinued prospectively.

On hedge discontinuation, any hedging adjustment
made previously to a hedged financial instrument
for which the effective interest method is used is
amortised to profit or loss by adjusting the effective
interest rate of the hedged item from the date on
which amortisation begins. If the hedged item is
derecognised, then the adjustment is recognised
immediately in profit or loss when the item is

derecognised.
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AITEH B NMEETFEANYBREE
FE R (A S BHHYRTAS R Bk - AR S &
B R AN R R TR - RS EEE
TEIL N AR E IR S E P -

12.1 Fristi

AITRGEN 2 (AR & Z Fr il - A
TTHIRTS R - B E KRS - £ H
EEBTAE TS TR RETIEF
FEAHEENE - RITTHEHR S sy A ER 2
RIEA SEIMIIH I Z 5HE - MR8
BEREARRCRE - 28R EE LR
TEHARSI AT AR S AR AE R I 4

12.2 G REE FIE

a5 DA A e LA P (B At 2 1
Wrzs ABR ~ ELNETH BRUKIE Ko e iR
G A B Y < B R 7 THIVME AR
KA > T (B TR A A R R
REERIRTE RS FTT R (B P B 2R R
HtbE 4 2 IR ) ME R B Z 9k - A
Bl at R T (E FH IR SRS AT A 2 g A%
fRase R Adia i < sEaierE - rI2R5 18
TR(E e -

F70H

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.
12.1 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.

12.2 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 18 credit risk
for the explanation of the inputs, assumptions and

estimation techniques used in measuring ECL.
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13. RINBERAPEREITELRS)

Off-balance sheet exposures (exclude derivatives transactions)

B B ERKYE

Contingent Liabilities and Commitments

—EC=F+ZH=+—H
31 December 2023

HPTET T
MOP’000
g N Commitments that are unconditional

£ NGl =4 DN
SRR T RRSHA ETR0R B cancellable without prior notice 77,633,927
B S FHES Letters of credit issued 5,656,014
ELRE Letters of guarantees issued 1,437,539
Bl HH AR 7 PR 2E Bank acceptances issued 4,133,449
=T Total credit commitments 88,860,929

14. £74EB T B Derivatives Financial Instruments

T 5 2 B R R R ER SR

o)

The contractual amounts of derivative transactions

NEEEERT and the fair value of their assets and liabilities by
category were as follows:
“ECEFH A=A
31 December 2023

P T
MOP’000
sgmeas  SUEEEE AREEAERE

SRS . .
Contract Amouni Fair values Fair values
Assets Liabilities

INEEE] Forward exchange contracts

B H % Currency swaps 34,739,356 218,137 (53,437)

FE#E Notice N0.011/2015-AMCM HYFHREEHR
E o B = CH =4 HATER
& [EhnfER (S A R & 220,241,600 JEFT

Fll_ﬂgo

®71H

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
2023 was MOP220,241,600.
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Transaction with group companies and related parties

ARATIE Fo— 32 AP T HU (5 PR - R
FIC B RBG ZORBEHIRE ) - SRR S 1 TR
E o ERE A - (e R T TR
g - ATHIE T CRPIEIER R TR
SYETE ) WEORBRAI S S 1T & Al A BIRE
JE > T EkiE kA SeRAL -

S INSISRERE S FANIY- &8 ) /NS ol
T EAB TR N E] Z B R LI B =] - RS
FER » AL TELEERE N =] R BRI N FAE H 3R
TTEBBRE T 7 2IHR S K EAn
8 #2 R RUESEERIE AR R TR 5 -
BRI B IR P R R

PR T A T R IR BR Y S S BT ER D A
T R B A O ] R R g 5 2 T v
SERRAE NETIL T THIHVE RS8R KAL) DA
N RRIE A 3 DI (I S TR BRI U5 [R)55C
GHHIRIFHELT -

%72H

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

committed to promoting safe and

development by regulating related party
transactions and preventing risks in this regard. The
Bank promulgated Measures for the Administration
of Related Party Transactions of Luso International
Banking Ltd. to ensure that our related party
transactions conform to above-mentioned laws and
regulations, and are in line with principles of

honesty and fairness.

Group companies include the holding company and

its  subsidiaries. Related parties represent
shareholders of the holding company and their
subsidiaries. During the year, the Bank entered into
transactions with the group companies and related
parties in the normal course of its Banking business
including, inter alia, lending, the acceptance and
placement of inter-Bank deposits and correspondent
Banking transactions.

Other than transactions or balances disclosed
elsewhere in the financial statements, 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.
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15. BEEEENE KBS 2 X 5- &

Transaction with group companies and related parties - continued

(a)

BIFES DU ISR T B B A (a) Included in various statement of financial

BN E 2 45ER

position captions are balances with group

companies as follows:

—EC=F+H=+—H
31 December 2023

P
MOP’000
P = Balances with banks and placement with banks and
¥ HoAMr <5l PR
7 ISRATIRIE R RLAth i e other financial institutions 763,673
PRTTIEISE M HAMh SRR 77 Deposit from banks and other financial institutions (2,100,599)
B PR Customer deposits (40,986)
Hi&zE Other asset 4,428
HoAf & 5 Other liabilities (84,212)
FERN > ATHEEENE] R EE M (b) During the year, the Bank earned income

(b)

AV ARSI

and incurred expense on balances with

group companies as follows:

B+ H=+—H
31 December 2023

TR RIS Fe HoAh = R
FEHA

B PER RIS R H At b
FRZ S S

SAHER A Z FREEEE

S ERISRITATFF AR AR ZF ZH]
B

e

BFTEET T
MOP’000
Interest income on balances with banks and
placements with banks and other financial
institutions 9,502
Interest expense on customer deposits and amounts
due to banks and other financial institutions (55,986)
Rental of premises paid to holding company (1,607)
Interest expense on subordinate notes paid to Chiyu
Banking Corporate Limited (7,670)
Operating expenses (69,944)
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15. BEEEENE KBS 2 X 5- &

Transaction with group companies and related parties - continued

(c) ERHAhRAN T Z&HER/5C5) ¢

(¢) Transactions/balances with other related

parties:

ZECEF+HHA=+—H
31 December 2023

BT

MOP’000

BT (Fffah) Share equity contributed by employees (Notes) 137,299
REET S Credit transaction 538,882
ZE{ER Customer deposits (31,680)
Hir&fg Other liabilities (3,423)
B PR FESZ T Interest expense on customer deposits (2,265)

BB =F+TH=+—H » KTHE
PSR ER B 604,383,260 JRPHSH
B (BT AF 1 1,019,676,792 JAFHHE)
HH B P P SR AT e 3 7 PR 1 7 i L 1

As at 31 December 2023, the Bank's loans and
advances to customers totaling MOP604,383,260
(31 December 2022: MOP1,019,676,792) was

guaranteed by Xiamen International Bank Co. Ltd.

{5 R BEDR -

bifeE:
N_EBDZF+H+ZH=Z+—H > BLEGD
TEAITE WA P OELE R 2.5% (2B
1 2.5%) - BTHEMTERTA BREL TR
KB HEA G (E P HERY -

%74 H

in the form of standby letters of credit.

Notes:

As at 31 December 2023, 2.5% (31 December 2022:
2.5%) of the total issued ordinary shares were held
by the employees, which was recorded under share

capital and premium in owners’ equity.
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16. ¥ER:/YE] Holding Company

PERE N E] R E PRI B A TR A S (LA
TTRUIGEL 49.04%) » —FKPNE LML
HAE > R EMEEERT TR A IR A ]
YIS & =] - E TR ERERT TR I A TR A E]
B RKIREFEEM ALY A E] -

17. &Z Capital

FERLKBERK

The Bank's holding company (holding 49.04% 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.

: BT T
L R 3
R A Share Capital MOP*000
EE - BT RESUERA o ,
. Authorized, issued and fully paid 2,610,000
2,610,000 Erim i 7 2,610,000
o ordinary shares of MOP1,000 each

EEREHIE 1,000 P

FTEAR LR EMEEINE AT TENE
BREUREF -

The Bank’s capital instruments include AT 1capital

instruments and subordinated fixed rate bonds.

BHNEAFHA TR

Additional equity instruments

2.48 {E3TLA A MR R BRI —4)
BT A)

USD248 million perpetual non-cumulative
subordinated additional tier 1 capital securities

(Note A)

14.5 AT ANMEIE RRRR BRIk
BT

(Ff5E B)

HKD1,450 million perpetual non-cumulative
subordinated additional tier 1 capital securities

(Note B)

%75H
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17. B4 Capital - continued
Bt
(A) =B —F)\AXNH » KIT8TARA

Mg EAM AR FIMER TR )
AR {E Ry 248,000,000 S27T » 3% #HAT
s TH Rk AR > ST S H EE(E
FE 0] H R U e oy TR _EFR AR, 5.5%
DA =N/ \H AN H B —(Em] g E H
HH o fZ ISR TR AL > (RS T ARIT
IR (B - 3% (U e o TR 25— (8 7]
W B H R 5 — (1 T (e HR B T R —
o ARZFU LR S TR R Ry M A L R
TS B AR EAZE 4.8% 2 [E
EERR - LiltasMEL TR Z IR E R+
FZf =K

(B) ZE-__HF+—HF=+H » Af7%
TTHRE IR — B AR R ER( “HHIME
wm LE” ) ¥R E R 1,450,000,000
T  SZERYMER TH Rk AMEES - 817
AL R H 2 (EE R H RIS 7 k%R LR

RER 7.50%  DIZEBEZF+—H 240
H R 25— mTig (] H 8 - #0888 T ek Fri
EESFRIT I RITHIERNE 2% EH ST
TR — T g o H e HARH A E
FEZREER BHRNGETRREEE HEE

A 5% R T Y A B S [ e 5 A Ay )
72 3.6163% 7Y 5 AFHAE EFE o - itEH
IMERE TR IRE B PE T —X

%76 H

ARE

Notes:
(A) On 6 August 2021, the Bank issued the
perpetual  Supplementary  Capital Bonds

("additional equity instruments") with an initial
US$248,000,000. The

additional equity instruments are perpetual and bear

principal amount of
a 5.5% coupon rate per annum until the first call
date on 6 August 2026. As set out in the offering
circular, the coupon will be reset every five years at
the option of the Bank to a fixed rate equivalent to
the then-prevailing five-year US Treasury rate plus
a fixed initial spread of 4.8% if the additional equity
instruments are not redeemed. The bonds shall be

payable semi-annually

(B) On 29 November 2022, the Bank issued Tier
1 Capital Supplementary Bonds with no fixed
maturity ("additional equity instruments") with an
initial principal amount of HK$1,450,000,000. The
additional equity instruments are perpetual and bear
a 7.50% coupon rate per annum until the first call
date on 29 November 2027. As set out in the
offering circular, the coupon will be reset every five
years at the option of the Bank to a fixed rate
equivalent to the then-prevailing five-year US
Treasury rate plus a fixed initial spread of 3.6163%
if the additional equity instruments are not
redeemed. The bonds shall be payable semi-

annually
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RIS

Subordinated fixed rate bonds

3.5 EFEITH IR EZ: (fifEE C)

USD350 million 10-year subordinated bonds (Note C)

4.3 @Iy (EZ: (fffsE D)

USD430 million 10-year subordinated bonds (Note D)

() WEBZ=FAH=TH KT8 TH
ERA=ELTEFRTHHEIHRGES - %
R AR H —E A A =+ HAl
DAEEFER 7.20%: T2 AREZFARIERTF
HEEEH (2 \FEARHZ=1TH) #F
TTEITIEAIIE ] (2R AR B e By T3
5B 5 a0 b 3.162% [ 3E 17226y
FIIFRIKAE © LR AH TR LR AR FT B e
(D) EREEXZRIARAE L -

D) FZEZ=F+—HI+ILH &7
BTHES BN\ TEZET  WH_E
=+ A\ HME - EATESET
WK G ETIUE=TE3ETH 105 £
AR BB - sxfEFN A EEH ZZE 2
FAHA A LHATAEEFZR 7.50%:1 &
WREHRATEFEEEEH (2N
FAAZFIE) AT TIRATE R
FETT > (55 I B 3% B 7147 1 35 B [ R
HRIRNNE 3.011%][E E FIZEAYFIZKHE -
R AEAE BT R EE CRFY) &
R AT SN A IR E] BT -

ATEAEHEFEEEH2ERE
TTEES S ~ g - BE

HREEHERELS -

%77H

(C) In 30 June 2023, the Bank issued a 10-year
subordinated bonds with the face value of
USD350,000,000. The bonds bear interest at a fixed
rate of 7.20% per annum until 30 June 2028 (the
first call date) and reset to an aggregate of five-year
U.S. Treasury Rate plus a spread of 3.162% per
annum thereafter if the bonds are not redeemed on
the coupon reset date at the option of the Bank. The
subordinated bonds are listed on the Hong Kong
Stock Exchange and ChongWa (MACAOQ)

Financial Asset Exchange Co. Ltd..

(D) In 29 November 2023 and 28 December 2023,
the Bank separately issued a 10-year subordinated
bonds with the face value of USD280,000,000 and
USD150,000,000. The bonds bear interest at a fixed
rate of 7.50% per annum until 29 May 2029 (the
first call date) and reset to an aggregate of five-year
U.S. Treasury Rate plus a spread of 3.011% per
annum thereafter if the bonds are not redeemed on
the coupon reset date at the option of the Bank. The
subordinated bonds are listed on the Hong Kong
Stock Exchange and ChongWa (MACAOQ)

Financial Asset Exchange Co. Ltd.

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.
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17. B4 Capital - continued

PN AT B G AT R B 5
RIS RS R R AT R RS
SORMIATHE T © BLEARE - P
RS > [REEENEA SR T

Je\ Bz LU e 5 - EEEI R B R IRV E A
LhEm o o

ATHEAEHAELLTAS  PEES
g - SSEHE - RIS ARSI P EE

AEHNAONBE L EIATEEE
beE EAEZE o SRR AT - BT E - B
)~ GEREFOFZER - B ORE A /KA B EEHY
- B Ja e R\ B K B AR T 0 REORE
B TRARE B R ~ BB LA R
HAZs A EAE VCAD > RIS RIS R E B 5
N fi*ﬁ%ﬁ*ﬁi*%ﬁﬁ/\ K?EE?Z\EG%
Ko WEARRERETHE - 407 0 I
HHEEREHENENN®HRE  EHHHE
AEBEAEN - EARKERN T EEEREN
BLEBETIRE B HEE AN
BIUIBIENEAR A - BEATLE
BRI AR BT R AV E A - LRRAITEGN
AR FENEITH - REBERMe
Al TR 55 A5 004/B/2024-DSB/AMCM
SRR S (I BRE B EEHES ) nyZhKiE
1Tz -

/—‘—\-

F78H

ARE

Based on capital adequacy ratio management of the
Board of Directors, the Bank optimized asset
allocation, speeded wup 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.

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 the
risk management framework to identify, measure,
monitor, mitigate, and control risks, 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 n0.004/B/2024-DSB/AMCM issued by

AMCM.
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17. B4 Capital - continued
KTZEBE_=4+"HA=+—HZBHFE

The Bank’s Own fund as at 31 December 2023 as

REUT - follows:
HH Composition E&ﬁgﬁiigg
BEES Own funds 21,824,280
Hr: &R Tier1 capital 13,749,023
B —ERE A Common Equity Tier 1(CET1) capital 10,293,346
-3 ke Common shares 2,610,000
A e Share premium 1,771,859
PR A Retained earnings 5,031,402
EE A S TS Accumulated other comprehensive (800,449)
income(OCT)

EHE AR Other disclosed reserves 3,128,014
R - IRAERIAE E Deductions: Deferred tax assets(DTAs) (479,549)
kR « BEEEE Deductions: Regulatory reserves (967,931)
RN B A AT 1 capital 3,455,677
—ERTE AT 1 capital instrument 3,455,677
ZIREA Tier 2 capital 8,075,257
THEARTE Tier 2 capital instrument 6,279,156
VEL RIBEL TS R TECL) nstage 18 2 and goneral 1,796,101
PRI — R e regulatory reserves required by the AMCM

FRIEES 010/B/2023-DSB/AMCM {E 55 37 {411

MR E

T—HEARER 13749

==k pal= N
AT > A

KRk 8075 (EHEFTH - BEECHRER

218.24 (AP -

F719H

According to the AMCM guideline Circular
No0.010/B/2023-DSB/AMCM, the Bank’s Tier 1
capital was MOP13.75 billion, the Tier 2 capital was
MOPS.08 billion and own funds was MOP21.82
billion as at 31 December 2023.
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17. BER-4E Capital - continued

FRIEEE 010/B/2023-DSB/AMCM {EHRES A4/ According to the AMCM guideline Circular
FHEFRE » 58 011/2015-AMCM 5E3E5AYMH  No.010/B/2023-DSB/AMCM, and the AMCM
BEHRE » B ZF+HHZ=F—HAIT  guideline Notice No.011/2015-AMCM, the Bank’s

EARFTTERLT capital adequacy ratios as at 31 December 2023 as
follows:
EATER Capital adequacy ratio
ZOh—8RE AT ER CET1 capital ratio 6.81%
—Z&%?Kﬁ /[132,4: Tier 1 capital ratio 9.10%
Z:éleiﬁ EZ,{ Total capital ratio 14.45%

RE (M ENERTES]) 5 004/B/2024- According to Item 13.2 of { Guideline on
DSB/AMCM {EHRISAE 132 TEFRE » [BFY Disclosure of Financial Information) Circular No.
BUFRSRI TR AR A EIE B AT B ALH%ERE  004/B/2024-DSB/AMCM,  Xiamen International
NE o HEATEREEES AL T H#LE Bank Co.,Ltd. is the the ultimate holding company

S of the Bank. For information on its capital adequacy
https://www.xib.com.cn/gygx/tzzgx/jgzb/index.htm ratio, please visit the following link for reference:

https://www.xib.com.cn/gygx/tzzgx/jgzb/index.htm
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18. {EFHJEfE Credit Risk

EREREE T E - A1THE T HERE R
JeE\ g B BRI SRON 1 195 P R PR AEFR - P
DUE B R (5 P U > IO BREE 3 AT B %
AR T2E TR R o JEE B A e P 2 B R Sy
JE B e {5 RS FE AT T Z RN 2L
Ko FIHRERA BT HENEE
Z b - (5 AR AT ST AT
T ER Y A B A g 2 — - AT EHME R
bz 1 SRR EAY R AU T B > BfhEE
o PR A R R B b B 722 > AT I ER Y (S
M Es EZ A H S e AR EHE -
BEMEERSRETEERE 11.2(0)H:
R R E - ST R SRR A R (E R A FTER A
Z MR R a2 B EE g 5t el il R REs6
122 TR E A E -

18.1 (FEEERME B TR PR
() FEHEMEAETE

AATIRIR(E H R b 2 15 52 AR BT I DA R
BREEECHAEGHE  BHFadmAR
I 72 Uk (L 2 PR D2 R P Y B 7 73 1 LA
12 {8 F SR e SO TR G IR &
TRAHER -

F81H

FERLKBERK

In terms of credit risk management, the Bank has
formulated a set of credit risk management policies
and procedures, and appropriate credit risk limits to
manage and control credit risk that may arise.
Meanwhile, the Bank 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 Bank's credit risk
mainly arises from loan portfolio and investment
portfolio. The definition of impairment refer to
Accounting Policy item 11.2(j) impairment of
financial assets. The assumptions used in measuring
impairment provisions for financial assets, refer to
Critical Accounting Estimates and Assumptions

item 12.2 Impairment of financial assets.

18.1 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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18. {EFEfE-& Credit Risk - continued

18.1 (EEH A B E R et s FR R -

(i) THIMEHERAET R4

AT im I (E R 5 vt e &
B I E S A (E FRE - 5 AR
HETPSEE 7y - Pl — REMEER
%ﬂﬁ“ﬁﬁmué{*ﬁﬁﬂl&z%%ﬁ%ﬁ7JD PR —
Ry RE A B PG 1% (5 A B 43R
BUEEN PSR = R B (5 A R
HUEE N I 2 MR E R Z B - Bm e
PEEE —HYBR R AL I E TR 12 [EH
WTHHA(E IR ARy 0T B HAR R
HIPE B R B A T R R N T
WS FRAR Ry it E HAR R SR
B = Y R L AR & Y B - S A
THIA(E FHRA A B T B IR -

AATHIIAE S50 R Y < Bl o ST A
BHE TR G TR T E RS - AR
sl (5 FH BB B B AV PR AR > FRARA TR
EEHEZRGCIEZLEEN -

BB B R BB THIE R
TR RZ R E S MR SRR R ﬁkk”f?éiﬁ)ii@
s\ B B AL SR 0 - R DA 8 B T e B T

A HE— T o B A RE

F82H

18.1 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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18. {EFEfE-& Credit Risk - continued

18.1 (EEH A B E R et s FR R -

(i) HSE -~ BRI ER
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18.1 Credit asset impairment and provision policy -

continued

(ii)) 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;

o  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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18. {EFEfE-& Credit Risk - continued

18.1 (EEH A E R e e FR R -

(i) HSE -~ B AbEt Rk -4

AT AU SIS R KETE] >

RHFESRUETTITR - ARATEIIRAGR
B EEHEEROATEENEHE
K& WAZERNE RN R EFEEE - %
2 N 2R AR A RN Y A ] B R 5 R
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18.1 Credit asset impairment and provision policy -

continued

(ii)) 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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18. {EFEfE-& Credit Risk - continued

18.1 (EEH A B E R et s FR R -

(i) HSE -~ B AbEt Rk -4

15 F b B W AV S A R FRIDIE R HRR
AT R R ATE MRS B - AT
BRI SAHEESEELASHIEH
JeE\ iz S THEA (5 AR SR B RR B SR FR A - AT
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18.1 Credit asset impairment and provision policy -

continued

(ii)) 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 on the

scenarios and pessimistic

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.
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18. {EFEfE-& Credit Risk - continued

18.1 (EEH A B E R et s FR R -

(i) HSE -~ B AbEt Rk -4

BE-_EBE-=F+"H=1+—H  Xfi{F
aelE - LB - AREE R N R T 30% -
40% ~ 30%[ 1Mt E -
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18.1 Credit asset impairment and provision policy -

continued

(ii)) Description of parameters, assumptions and

estimate techniques - continued

As at 31 December 2023, for three scenarios of
upside, median, downside, the Bank assigns 30%,

40%, 30% probability of occurring.

18.2 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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18. {EFEfE-& Credit Risk - continued

18.2 {3 F i\ E BB -4
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18.2 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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18. {EFEfE-& Credit Risk - continued

18.2 {3 F i\ E BB -4
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18.2 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.

107 H



‘ XIB GROUP

& P9 R SR 1T

LUSO INTERNATIONAL BANKING LTD.

EIEPRRITEBEMR S A Member of XIB Group

~—%

FERLKBERK

18. {EFEfE-& Credit Risk - continued
1. SR ESEE B

1. Geographical analysis of loans and advances

TR EF+ZHA=+—H
31 December 2023
SRS T
MOP'000
TRIA(E HEE
Expected credit loss

_ R R ERERR R ERK P EL— PEEs — FEEE=
s Region Loanand  Impaired loans Stage 1 Stage 2 Stage 3

advances and advances
bl Macao 46,217,075 478,615 43,507 27,618 78,055
i Hong Kong 19,127,127 3,030,833 79,592 396,001 1,064,337
A Mainland China 52,037,358 172,177 452,916 91,143 77,291
Hftrih&  Others 2,180,786 - 18,306 - -
&5 Total 119,562,346 3,681,625 594,321 514,762 1,219,683

S
ETEFA+ T/ =4—H
31 December 2023
SEFIMEIT
MOP'000
B B
Loan and advances
) BURF ~ s <R HAthr =r
i Region Government or Financial Others Total
Public Sector Institution
SR Macao - 7,104 46,209,971 46,217,075
T Hong Kong - 3,078,884 16,048,243 19,127,126
= RYE7 1 PNpil Mainland China - 3,127,664 48,909,694 52,037,358
HAriE  Others - 339,177 1,841,610 2,180,786
=1 Total - 6,552,828 113,009,517 119,562,346
1 A EEEIEYF]E, Include loan interest receivable
HF89H HHi107H
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18. {EFEfE-& Credit Risk - continued
2. EFRETEHIE B

2. Geographical analysis of debt securities

TR EF+ZHA=+—H
31 December 2023

SEPYEETTT
MOP'000
TEHA(S A%
Expected credit loss
BE%EH? P — PEEE— PEEE=
Debt securities Stage 1 Stage 2 Stage 3
JAFT Macao 2,795,209 - - -
i Hong Kong 8,462,782 2,012 8,873 -
T s Y HE, Mainland China 23,960,794 2,250 1,021 -
HAM & Others 49,758,771 9,419 10,483 266,318
= Total 84,977,556 13,717 20,377 266,318
-+ H=+—H
31 December 2023
SRPIHET T
MOP'000
BE%E5
Debt securities
_ ) B ~ NSRS i Hth &%
bl Region Government or Financial Others Total
Public Sector Institution
DA Macao 2,578,399 216,811 0 2,795,209
i Hong Kong 759,850 373,645 7,329,287 8,462,782
T s Y HE, Mainland China 16,776,548 3,567,183 3,617,063 23,960,794
HoA I & Others 8,226,637 19,855,469 21,676,665 49,758,771
&% Total 28,341,433 24,013,107 32,623,016 84,977,556

2 AL EEEEMESF A Include interest receivable from debt securities

%90 H

107 H



@ & P9 R SR 1T

LUSO INTERNATIONAL BANKING LTD. ~—3R

EERFRFEERR A Member of XIB Group | 75 3B TL1k (5 58 R 2R

18. {EFEfE-& Credit Risk - continued

3. SRTA T EEE S ER 3. Geographical analysis of financial derivatives
—E_=Ft+ZA=t+—H
31 December 2023

P TIT
MOP'000
JAFT Macao 454,836
T Hong Kong 32,201,314
B A Mainland China -
Hpth Others 2,083,206
&F Total 34,739,356
oo CE+ A
31 December 2023
P
MOP'000
_ ] BUT ~ N EHRE S EERE Hitlr ey
bl Region Government or Financial Others Total
Public Sector Institution
AP Macao - 454,836 - 454,836
T Hong Kong - 32,201,313 - 32,201,313
R R Mainland China - - - .
Hofh Others - 2,083,206 - 2,083,206
=11 Total - 34,739,356 - 34,739,356

F91H H107H
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18. {EFEfE-& Credit Risk - continued

4. S NEBEIETE BN 4. Loans and advances by industry distribution

TR EF+ZHA=+—H
31 December 2023

JRPHET 5T
MOP'000
THIAE 1R
Expected credit loss
ELRE
R EREEK PR — P& — FEEE= ENGR 3|
Loan and Impaired loans Charge
advances and advances Stagel  Stage 2 Stage 3 off
EE Agriculture and fisheries 77,522 - 610 - - -
BuE T2 Mining industries 988,860 - 9,003 - - -
Bk Manufacturing industries 8,092,965 81,086 54,708 1,463 23,387 149
BT~ BRE 7K Electricity, gas and water 1,230,043 18,881 10,107 - 14,161 56
R EL/NIETAZ  Construction and public works 13,122,103 2,073,453 25,328 503,936 834,828 219
HhasEEESE Wholesale and retail 6,321,977 1,163,507 132,823 1,282 237,528 8
BB ER B FHREE{T Restaurants, hotels, and related
£ activities 2,462,518 - 6,883 - - .
S ~ BfsFomER Transport, warehouse and 1,557,428 63,925 11,486 ; 37,073 25
communication
e A Non-monetary financial

Al Lo B Falk _ _

FEEHE R institutions 6,552,828 71451 54,627 35725
MR Gaming - } . i i )
[ Exhibition and conference - - - - - 3
ELgS] Education 574,056 - 3,990 - - -
B Information technology 1,106,081 303 9,001 - 179 -
HAMTE Other industries 47,061,092 132,929 267,311 5,330 18,448 45
EANEZK Personal loans 30,414,873 76,090 8,444 2,751 18,354 7
=t Total 119,562,346 3,681,625 594321 514,762 1,219,683 509

F92H JL107H
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18. {EFEfE-& Credit Risk - continued

5. BEEEDT

5. Analysis of past due exposures

ZEC = TH=1+—H
31 December 2023

HEiE={E A
(AR A EH
Past due for more
than 3 months but
less than or equal less than or equal to

BPTRETIT
MOP’000
7 EH B fistE
{EREE—F

Past due for more Past due for  Percentage of past
than 6 months but more than 1 year due exposures to
total exposures

to 6 months 1 year
JESR T4 F & 7 Loan and advances to .
R A non-bank customers 926,880 325,070 1,170,997 2.03%
BREE Investment in securities 29,022 N/A
HE B =F+_H=+—H K7 As at 31 December 2023, The Bank’s collateral

HHEBE=HEEXNBHEYEES
1,145,175,953 JTREFIHE > THEAE HIEA R
{#i Fy 637,882,053 TP -

%93 H

value for loans overdue for more than three
months was MOP 1,145,175,953. The ECL loans
allowances made MOP 637,882,053.
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18. {EFEfE-& Credit Risk - continued

6. fSHEEDT

(a) BEREK

6. Credit quality analysis under regulatory asset

@)

B EF+ZH=E4—H
31 December 2023

classification

Loan and advances

BT
MOP'000
SELUIENEEEVS
Expected credit Loss
MREEREH  HERWIEE PR — PEEE— PR = 4
Amount Collateral value Stage 1 Stage 2 Stage 3 Total
B Pass 110,208,326 60,177,091 594,321 41 - 594,362
BEE Special Mention 5,672,395 2,947,686 - 514,721 - 514,721
R Substandard 1,958,680 208,251 - - 802,088 802,088
A5 Doubtful 545,513 270,995 - - 151,113 151,113
Bk Loss 1,177,432 680,561 - - 266,482 266,482
119,562,346 64,284,584 594,321 514,762 1,219,683 2,328,766
(b) FERERT R B H A SRR (b) Balances and placements with banks and other
financial institutions
TECE=FFZH=T—H
31 December 2023
BT
MOP'000
THHEAE HEE
Expected credit Loss
MREeREH  HERWIEE P& — PEE — M= st
Amounts Collateral value Stage 1 Stage 2 Stage 3 Total
EH Pass 9,651,804 3,606 3,606
BEE Special Mention .
S EAYEN Substandard or below -
9,651,804 - 3,606 - - 3,606

%94 H
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18. {EFEfE-& Credit Risk - continued

6. ERmBEIT-& 6. Credit quality analysis under regulatory asset
classification - continued
(o) DIEBSHRASTERREAE (c) Debt securities at amortised cost

—EosEt A=+ —H
31 December 2023

BT
MOP'000
THIE 1A%
Expected credit Loss
IREIEREH  HECRMEE P — PEEE— M= Hast
Amounts Collateral value Stage 1 Stage 2 Stage 3 Total
EH Pass 32,678,548 - 6,219 10,417 - 16,636
BEE Special Mention
RER Substandard 205,083 - - - 102,542 102,542
] g Doubtful
Ei=US Loss - - . . ) i
32,883,631 - 6,219 10,417 102542 119,178
(@) MASEER Ao AR szay () Debtsecurities at FVOCI
IR E
ZEC=FA+ZHA=+—H
31 December 2023
BT
MOP'000
THIIE H1E%
Expected credit Loss
MREeREH  HERWIEE P& EE— PEEE— fEEE= st
Amount Collateral value Stage 1 Stage 2 Stage 3 Total
EH Pass 50,263,019 - 7,504 9,960 - 17,464
BHE Special Mention
RER Substandard
] &t Doubtful
TN Loss 29,022 - - - 163,776 163,776
50,292,041 - 7,504 9,960 163,776 181,240

F95H 107 H
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18. {EFEfE-& Credit Risk - continued

6. fSHmE -

() HEAnSRERERIEHME

6. Credit quality analysis under regulatory asset

classification - continued
(e) Other financial assets

CEC=FARA=Z+TH
30 June 2023
BT T
MOP'000
SELIEVEEEPS
Expected credit Loss
fREERAH  HERTIEE PEEE— PEEE— M= Hast
Amounts Collateral value Stage 1 Stage 2 Stage 3 Total
EH Pass 180,066 190,222 18 - - 18
BEE Special Mention - - - . ; )
S EIYEN Substandard or below - - - - - -
180,066 190,222 18 - - 18

P RGBT R SR ARSI RIS

%96 H

Exclude investment securities measured at FVTPL
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19. HHEEMEFE Market Risk

55 B 2 46 F R SRl T 5 | S (E AR Y
ZEf > SIRTTHVRNERINER HIRER
Ay B o 55 s - AE Y SRATHY S A R FE
REFEHT « ATHGE e EH H A
iR T S R b A A SR T ] UK Z Y & 3
#HEN - REATTNEZEBORE R EES
HEHZ GRS SHERAIER - FREs
G EB OB B FE SRR EBRE(ESN  TR
FRIZATTHY BB K AZ BE TP (5 AT TRE BT
AT - E TS bR TE - 5TE
B TR A SRR i - B AR b
AR AR R AR -

1. R
WE_Z-SHEF-A=S4+—H 0 AE
FEHSAIRE 842,43 (ORI - TR
BREFHR 259 4F -

2. etEfEfm
BE_Z=F2H=1+—H KHERkR
HERy 281.95 HEBRMTE > H6.13 H&E
BRAFTH Rk bR R -

3. R
BEZS =S+ SA=Z—H 0 RITR
KT~ AR - BT AR L RIE
SRRy 73.03% ~ 23.15% ~ 0.93% (Hgh fyiR
Pl -

4. 7
AT AR R R IR EE -

%97H

FERLKBERK

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 market risk
management is to maximize its risk-adjusted rate of
return by maintaining market risk exposure within
acceptable parameters. According the market risk
policy of Luso International Banking Ltd., reporting
risk exposures to the Asset and Liability
Management Committee regularly, evaluating 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. The Bank identifies, measures

and monitors the market risk, and making timely

decisions to adjust risk structure.

1. Interest rate risk

As at 31 December 2023, the Bank’s balance of
investment in fixed-rate bills stood at MOP84.24
billion, with an average remaining tenor of 2.59

years.

2. Equity risk
As at 31 December 2023, Equity investments
amounted to MOP281.95 million, among which

MOP6.13 million was unlisted equity investments.

3. Currency risk

As at 31 December 2023, the Bank’s investments
denominated in USD, RMB and HKD accounted for
73.03%, 25.15% and 0.93% of the total investments,

respectively (the rest were investments in MOP).

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

moment.
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20. FZREPE Interest Rate Risk

IR A IR - HIR SRR
535 ) A T M SR A O (LR S R 20
AR o FIR SR F S B =
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SR AR R R T B TR -
RS R AR (L -
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b -
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Interest rate risk is the risk of loss in the economic
value of the banking book and overall income
resulting from adverse movements in interest rates
and term structures. Interest rate risk primarily

includes three categories:

1. Gap risk: The risk arising from different repricing
periods of different financial instruments when
interest 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 resulting from inconsistent
changes in the different pricing base rates on the
banking book’s on- and off-balance sheet
businesses, although their terms are the same or

similar.

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. When measuring interest
rate risk, customer behavior assumptions should be
reasonably considered, including specific interest
rate shock scenarios, customer attributes, product
attributes and macroeconomic factors under
different types;

characteristics should be analyzed based on the

product customer behavior
option terms of related products in banking books,
making assumptions about the future cash flow of
the product. Financial products with optional terms
include but are not limited to: fixed-rate loans with
early repayment rights, time deposits with early
withdrawal rights, deposits with no maturity date,
and interest rate caps and interest rate floors of

floating-rate loans.
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20. FIZRJEFE-48 Interest Rate Risk - continued

AFTIREE CRMEFESRI TR A IR A F AR
P E A ) HET TR ~ BT R ~ BN - PR
il s B AR > $2 20 R S 4R o b o
Tat8 > B SHMAREEARIRA
FERINEB AR - EHr E EIHRGERE LU
EEERMRAETE > R E R
SRAT HRIERVERRE Y RIS G EARGE
By > R R SRR T A\
TE(E/KAE > BN E S > 518
AL > [REEA AR b B RA T HY A F 82
.

AR R E L F PR 2 (FIZRE
bEERIES ) > BURNATT EZEEBHEAFIRE
BRI TEOB BB 22 - DURER 200
FBLH AT RO B SR AR EHVIERL - 1
Wiz figR 117 BR% 200 EEREREILT » 2023

FNAEBH R FAN S WA R IE R

FEWER R HERP1T T 200 EEEELT
2023 AU YRS F NS R A IH

H 488
& o

The Bank identifies, measures, monitors, controls,
and manages interest rate risk in 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 transfer mechanism to guide
business operations, thereby reducing the adverse

impact of interest rate risk.

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. In a
parallel shift up of 200 basis points of yield curve,
the overall impact on net interest income of the
above currencies is positive in 2023. In a parallel
shift down of 200 basis points of yield curve, the
overall impact on net interest income of the above

currencies is negative in 2023.

—Eo = A=A —H
31 December 2023

15k Currencies
T HKD
NG RMB
BT MOP
ESSTH uUSD

EREEHERESTER 9.15%

F99H

T 7T
MOP’000

(213,865)
1,140,017
368,742
702,123

Impact on economic value as 9.15% of own fund
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21. ¥EEEPE Operational Risk

ALTHER (R R b B B OR8] ~ 5P
B AR bR A B e - AT s
SRR R E B - R R R AT T
AIURZ RIS EEE A -

FERIFERE 2 > ATTEL CRPTEIR R T
(AR R bR EEER) R b
ETHAEAE o A AR AR R Y E 3 R
BTG BRI b B B A A A e B
W - BHRERE R A AR A -
I T TR B R BEIER - %
RS9 T - SRATAEIR I SRS 43R
B~ HE R ~ T EUHE TR RS
AVARE © TEERIF I A8 A s IR B AL 75
H - SEEATEREREFRFE > B
T PR T 5 A ) B o R o A E A
(KRD) #8% > #ETEMERSEFT RSy
TTHVEEE - BTN - fafl ~ BRTELRE
DU 83 A AT 10 B Y ZR B IR
Atz $ A 5] B B e 1 PR E R By ) e B
HLF B R bR FE i - #00E > AT
{E b e FEA T E S > "TARERR] ~ P
IR R A 7 o] S8R T\ P B AR AR BHAE
AVER IR - FERSIEAREER] - dEFF BRI
AYERTEACEE -
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The Bank’s operational risk management is the
process of identifying, assessing, monitoring, and
controlling operational risk. It maintains operational
risk within level by

exposure acceptable

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,
the overall

effectively control operation and

maintain a good operational level.
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21. ¥/EMEPEH-88 Operational Risk - continued

FEHESRI T - AfTEIRERRE I E

B miE e - B B ZEEE

AT R EEANTE ~ BSFR
T M T R A R S T T SR S TR 1% £ Y
PRE R EE L - RS AL T HRE
JE bR YR R - SRR - A4T RkF

ARCETTIR R - SHERFAE B

BRI - WAEREADE B — = BT
977 SR R ] B Y 3 5 = 5% AR P 49422 7 S L
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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
the Bank

control. 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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22. EEREME Currency Risk

P R g I 15 R T HY SN BE 2 B MR T
V(B B2 BTG YR R b - A
TTEFIIIRIR BORE K i s B g A
Z RGP E SRS ERIREE - HE
IR e A T S IR IBA T AV IEF RS
FET TR Y BB KAE -

AITEB W EDFEIT ~ BITARFIT
B FERFREREH T - BRI
B - MBS ATRNT ~ X7
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Currency risk is the risk of fluctuations in exchange
rates in the foreign exchange market resulting in
losses on a bank’s foreign exchange positions.
Every year, the Bank evaluates the total limits and
stop-loss limits 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 establishment and development of
branches and sub-branches in 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.

#1107 H



2 P9 Bl BR IR 17

xwcrour ] LUSO INTERNATIONAL BANKING LTD.

EIJEPRRITEBEMR S A Member of XIB Group

~—3%

FERLKBERK

22. FERE -85 Currency Risk - continued

AKTEE2-"ZE-=F+_"_H=+—HHHE  As at 31 December 2023, the Bank’s net
FIIT AN EAM &S B B /() B R TS0 long/(short) positions in currencies other than
T

g%
AT
ETT
NG
HA &

MOP were as follows:

AFTEETIT
MOP’000
Currencies
HKD (5,273,702)
USD (897,874)
RMB (44,090)
Other currencies 8,829

T &My A S Y BV Y YNEE % The following is an analysis of the Bank’s foreign

SR 10% ST T

AIT

HE&AE
&AM
B2HE A
EIHE W

BT R/GE) B T

E

WE&HE
HE&ER
EHE A
= E
EIRR/E)E FHE

currency which constitutes 10% or more of the total

foreign exchange exposure:

BT
MOP’000
HKD
Spot assets 36,010,862
Spot liabilities (64,944,307)
Forward purchases 24,508,359
Forward sales (848,616)
Net long/(short) position in HKD (5,273,702)
PR
MOP’000
USD
Spot assets 80,147,211
Spot liabilities (50,070,510)
Forward purchases 1,913,851
Forward sales (32,888,426)
Net long/(short) position in USD (897,874)
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23. EnMEERE Liquidity Risk

FRENE bR S MR R ERE ST > B
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P RPE n B R SRR Minimum weekly demand of cash in hand

Average weekly balance of cash in hand

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) Awverage liquidity (Macao office only)

2023412 H31 H
31 December 2023

BT
MOP’000

2,131,964

2,993,973

The minimum weekly amount of cash in hand is
calculated by multiplying the basic liabilities by the
specified ratios according to regulation of Monetary

Authority of Macau.
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23. EhMEERE-% Liquidity Risk - continued

2) “EEREnE R (AR ORK) 2) Average liquidity ratio (Macao office only)

2023 F 12 H31H
31 December 2023

BT 5t

MOP’000

SR —{E A e e Average of one-month liquidity ratio 37.83%
SR =A{E H e R Average of three-month liquidity ratio 35.69%

IR EIME LR BRI RIS MEHEMHE  The average liquidity ratio is calculated as the
R EErEEEENL RS &R —EF  average of the ratios of specific assets to liabilities
HEETE - in the last week of each month according to the

regulation of Monetary Authority of Macau.

3) PHEREEEEE 3) The average solvency assets

2023 F 12 H31 H
31 December 2023

BEPTE T

MOP 000

REEE Solvency assets 56,947,115
N[ Basic liabilities 163,702,590
N (= (P Ratio of solvency assets to basic liabilities 34.79%

MEEEEAA BN RERE WIS/ The ratio of liquid assets to basic liabilities is
HEHREEGH &% —EIRTEEHZE  calculated as the average of the balance on the
SRR - Bank’s last business day of each month according

to the regulation of Monetary Authority of Macau.
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23. JiEhtEEpE-4 Liquidity Risk - continued
4. ATHNEEEEHREENREEARRH

4. Maturity analysis on assets and liabilities

FRABAE RRRIER 2N HA H 195347
“EC=FATH=+—H
31 December 2023
SRS T
MOP’000
B —®@AHN —{@H ={#H —F ZEDE JREE &t
- E=fEA B4 BEAE HARR
On demand Within 1 monthto 3 months 1 year Over  Indefinite Total
1month 3 months tolyear to3years 3 years period
BE Assets
2RI Essgizfsadvances to 1,037,718 2,446,620 9,786,179 44,582,676 26,169,023 31,586,628 1,624,736 117,233,580
B RAFRsRfTESE  Cash and balances with 504010 5235548 282,900 160,754 - - - 6183212
banks
by B A i ;
PR B 217 Deposits with local 1,020,769 - - - - 1420097 240,866
K regulatory authority
PR PEIAREregR(T Deposits with the central 1,435,050 - - - - 2479489 3,914,539
bank in Mainland of China
PR S Placements with banks and - 1,797,877 431,581 1,661,754 - - T 3891212
other financial institutions
B ORESTIEE Financial assets purchased _ 179.967 _ - - - - 179.967
under resale agreements ’ ’
AMCM #4755 Treasury bills issued by - 1299065 696225 583,109 - - - 2578399
AMCM
HzE 5 Other securities 3,824,504 1,721,765 2,081,570 9,030,688 36,860,164 32,994,990 134971 86,648,652
=00 Liabilities
P _ ... Deposits and balances of
ST RS P
e anks and tinancia 33,007 12,664,279 6,801,000 4,879,509 - - - 24377,795
institutions
B EE 4R Repurchase agreements T 15,755,729 7,256,126 1,739,641 - - T 24,751,496
IR Deposits from public sector
entities 510 1,184,700 4,739,809 12,697,446 - - - 18,622,465
PER e i\ TlfE#k  Deposits from holdings and
associated companies 88,940 2,022,349 - 40,073 - - - 2,151,362
JESITHEE B Deposits from non-bank
customers 18,878,777 25,072,753 34,489,966 52,914,686 495,017 - - 131,851,199
e e L
P T{ES Debt securities issued B - - 1,745,163 - 6,259,046 - 8,004,209
SHTEEEE Certificate of deposits
issued - - 56,325 279,431 - - - 335,756
F106H 107 H
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FELKBE

HAEEN Other Information

NCDECD=FH A= H EERRER
AR R FARRA R RIS T
LB er A ST BN ERERE ML U EE
aTE HES R AFM 2 Iy i E R &
EEEEENRABEEGT S8R
36,068,828,375 [P ME (—E . " 4F
27,236,328,366 JA[THE) - HEH A EAVHREI(E
{8 B 24,751,496,408 JAPTEE(—E
21,023,653,992 JHFTHE) o

25. £EBH Notes

PESEHREE 1, 2, 3, 4, 11, 12, 13, 14, 15, 16,
24 TE RYMERERTETAS ERTIEE ¢ AR
s AFTEEIEIE B = F+
“H=+—H-

E

% 107 H

ARE

Z

The carrying amount of the above mentioned
financial assets sold by the Bank under agreements
to repurchase as at 31 December 2023 that did not
qualify for derecognition is MOP 36,068,828,375
(2022: MOP27,236,328,366) of debt instruments at
FVOCI and investments in debt instruments at
amortised cost totally. The Carrying amount of
liabilities is  MOP

associated  financial

24,751,496,408 (2022: MOP21,023,653,992).

Items 1,2, 3,4, 11, 12, 13, 14, 15, 16 and 24 in the
contents are audited by external auditors. All the
above data are taken from those as at 31 December

2023 unless stated otherwise.
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