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1. MBREL 1. FINANCIAL STATEMENTS
(a) HWERIFE (a)  Statement of financial position
+=ZA=+—H F+TZ-H=1+—H
31 December 2022 31 December 2021
T WM T IT
V2g:3 Assets MOP’000 MOP’000
B4 RAERAT A7 3K Cash and balances with banks 7,885,529 2,766,472
A7 TR W R A E Deposits with monetary authority 820,059 385,957
LV AEES Placements with other banks 61,889,967 62,205,483
A SRR BGR Loans and advances 18,693,927 13,863,427
D4R 5% B0 AN O 01 4 Tl Financial assets at amortised cost 16,249,728 -
Fefi 22 H & Held-to-maturity investments - 15,436,327
DL ot B HHE B A Financial assets at fair value through
Hofh & A e 25 1Y 4 i other comprehensive income 585,783 -
CIRENTR S iR g <y Available-for-sale investments - 652,252
i A 4 Rl & e Derivative financial assets 526,285 205,332
JE AR A B HoAth Receivables and other assets 545,515 70,356
B Total assets 107,196,793 95,585,606
=R Liabilities
SRAT A SEHR A Interbank takings 68,346,780 74,310,300
EF A Deposits from customers 7,280,413 3,511,331
i A 4 il B i Derivative financial liabilities 525,737 359,279
PEAT B w8 25 Debt issued 4,004,534 4,090,035
AT RGE Certificates of deposit issued 25,865,144 12,573,282
JRE A A5 B Income tax payable 3,913 10,753
W AE T 15 B A Deferred tax liabilities 967 2,657
HoAth B A Other liabilities 1,052,782 628,758
FLR=R Total liabilities 107,080,270 95,486,395
MAVIRHE Head office account
ittt Reserves 22,263 34,352
W —REE R Including: General regulatory reserves 114,822 68,719
FE BB Specific regulatory reserves - _
Zit il s Accumulated earnings 94,260 64,859
o wligH & Total head office account 116,523 99,211
HMANEIIEH R AaBAE Total head office account and liabilities 107,196,793 95,585,606
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(b)  Statement of profit or loss and other comprehensive income

WE+ A=+ —HILFE
For the year ended 31 December

2022 2021
TW#Mx TMMT
MOP’000 MOP’000
FLE WA Interest income 1,735,596 696,762
LB S Interest expense (1,639,258) (580,340)
MEFRA Net interest income 96,338 116,422
FHEE ARSI Fee and commission income 43,453 39,806
T8 L& Fee and commission expense (7,296) (9,350)
FHBEMEFVRA Net fee and commission income 36,157 30,456
HAb &2 (518) Mg A Other operating (loss)/income (9,425) 9,365
BERA Operating income 123,070 156,243
EELM Operating expenses (14,853) (15,389)
B 7 A TE % R SRR Operating profit before impairment losses 108,217 140,854
Y (R Net charge for impairment losses on financial instruments (21,424) (18,086)
Bt i A Profit before tax 86,793 122,768
URETi Income tax expense (11,289) (14,732)
A Profit for the year 75,504 108,036
HAbzr AW () (BEBEFH)  Other comprehensive (loss)/income (net of tax)
B E S EE w00 HA Other comprehensive income/(loss) that may be reclassified
LEglas / (HHR) - to profit or loss in subsequent periods:
Bam gl T rEY Change in fair value of hedging instruments under
THA BT cash flow hedges 34 (34)
DL Ao fi fwt i H L2 # A Change in investment revaluation reserve of debt securities
HoAb &7 5 05 A 1O R A measured at fair value through other comprehensive
it (Lol 486 522 ) income
— > SO A (R ) S - Change in fair value (58,638) -
— wEAHE i A Y A 52 ) - Change in impairment allowances charged to
profit or loss 412 -
A B R AR R B Change in investment revaluation reserve of available-for-sale
Ak 8 1 45 53 ) financial instruments
— 0N PO A (E Y 5 ) - Change in fair value - (35,204)
- wE A A 0 A A ) - Change in impairment allowances charged to
profit or loss - 871
AR AR IR > BRBLRE A Other comprehensive loss for the year, net of tax (58,192) (34,367)
AR AR W AR AR > BRBLIR TR Total comprehensive income for the year, net of tax 17,312 73,669

Y T AR
General Manager of Macau Branch

37
Lin Zi
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(c)

A L ik

H 7 SR AT R 20 AT RSL R 2020417 0 2 TR
WA M I B BB 6 o ARSI A
FTER o 5 RIS R 35 SR B & > SR B R g B I
A RS R TWERE R BB T EE
FUBTRN S8 i 19 [ 4R T > B R A R ik

20224F 5 THTE MR SN AR AT S - AT IR
75 T A [ I R AL R R BN > R R L G VR TP 4
Vi YT JRF il S5 B > R UT) BR AEE O VE Le B 125 5 B
o A OIRS T IR PR 2 TR R A B 5 A1 B
ORI SRy o Horp s 2 SRR A [ ATEANR ] B
g EE . P EREEREI M
B | R B2 A - B AT AR P AR
REEH  BEREE W WA Bk
WS IIMBCR B % N W] WAL BN T
Wi o FE SR ORI R A A R A A
B > IO 5 <ol A 0 T A 3 v 5 R T
AW T I8 K I A A A BRI 5 R 2 R
FeAra.sfseon [T 6 f#a ] EEMIE > R
R B i SRR AR Y (B 0 9
s A S R s RIRT AT TSR B BT A
2016 7T AE A A - IR P11 355 20 35 9547 SOFRFT fH2.5
55 TT R A AR 1 05 > DL Rl KB AT T MR A
AR MR R T R IR P R 2
Yk > 15 B BUN RAt o 4 A — 208 ol BLAF AT -

BOE20224F K - M AT G E L0720 M oG
WA R 16 R M o0 > iR12.15% 5 A A
LO7UE M M T » #8 FAFE 3 R11efE ¥ M oo » 3 IR
12.14% ° 17 ZX BRBH73M IR M T > B b AR 34 3 i)
M9 0 > 1 MR 107.34% 5 B 3 S A 3k 6k 1871 1R MY
I > B E AR RASME IR M T > WY 1R34.84% - A R £
R R o ARPECQHE M B 2 ¥ A > A 1720224F
BT B I F0.7668 18 M T > A HE T34 HE 25 ]
AN T34 S 7 ] R4 Bl £516.319%F10.08% ©

(©)

A summary of the management report

ICBC Macau Branch (“Macau Branch” or “the Branch”) was established
in January 2020 as an important overseas wholesale banking development
platform of ICBC. Since its inception, the Branch has adhered to the
philosophy of compliance and robust development, continuously improved
enterprise-wide risk management and control focusing on wholesale and
cross-border financial innovation, improved asset size and profitability
simultaneously, and achieved good operating results.

In the face of complex external business situation in 2022, Macau Branch
deeply implemented the international development strategy of ICBC
Group, actively assisted in implementing the policy priorities of the Macao
SAR Government, and closely followed up on the Greater Bay Area and
cross-border opening policy to effectively serve the diversified economic
development of Macao and the new paradigm of the country’s opening-up.
Specifically, Macau Branch fully supported the country’s stability on six key
fronts and security in six key areas and China International Import Expo
(CIIE) in Shanghai, helped Chinese enterprises “go global” and promoted
the Belt and Road Initiative. It deepened cooperation with many central
state-owned enterprises, state-owned enterprises, and industry-leading
firms in global settlement, cross-border fund pooling and other aspects
to shape global competitive advantages. Macau Branch seized the policy
opportunities to deepen the linkage between domestic branches, fully
supported credit granting in key regions such as the Beijing-Tianjin-Hebei
region and the Yangtze River Delta, and enhanced cross-border financial
service innovation and the integrated development of the Greater Bay
Area, effectively serving the national economic construction and opening-
up. Macau Branch was the first in the industry to issue USD250 million of
bonds with the theme of “China-Portugal Platform Construction” to support
the development of cooperative business of Portuguese-speaking countries
and the Belt and Road market and serve the construction of China-Portugal
platform. Macau Branch issued in an innovative way the first tranche of
Panda bonds worth RMB2 billion for overseas institutions of ICBC Group,
publicly offered SOFR-denominated senior unsecured bonds of USD250
million in Macao, and was the first to issue negotiable certificates of deposit.
It enriched the business forms of the Macao securities market, accelerated
the construction of the Macao securities market, and won unanimous
recognition and acclaim from the government and all sectors of society.

As at the end of 2022, Macau Branch had total assets of MOP 107.2 billion,
up MOP 11.6 billion or 12.15% from the previous year; and total liabilities
of MOP 107.1 billion, up MOP 11.6 billion or 12.14% from the previous
year. Its balance of deposits stood at MOP 7.3 billion, up MOP 3.8 billion or
107.34% from the previous year; the balance of loan and advances reached
MOP 18.7 billion, up MOP 4.8 billion or 34.84% from the previous year,
with a non-performing loan ratio of zero. In accordance with the Macao
Financial Reporting Standards (MFRSs), the Branch registered a net profit
of MOP 76 million, with the return on average equity and the return on
average total assets reporting 16.31% and 0.08% respectively.
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ARA - B T R AT P A3 AT M 5L R B R i
AR PR Z TSR SO R S BHR
TEACKE B - i ) [P LI A S UL 2 R
A EE A TER B MO R - T e
BB AL A 5 - TP RS A B AR - IR K
S5 B B TR A% o) A R R A TR R o

o ] L R AT I T AT A AR
X1

TR EENA - HR M

In the future, ICBC Macau Branch will focus on the national development
strategy and the needs for diversified development of Macao’s economy,
and be committed to building a multilateral economic and trade bridge,
promoting the sharing of international and domestic resources, and tapping
the value of the Macau platform. It will make new and greater contributions
to the expansion and strengthening of ICBC’s institutions in Macao, the
international layout of ICBC Group, the prosperity and development of
Macao’s economy and society, and the construction of a new paradigm of
opening-up for the country.

General Manager of ICBC Macau Branch
Lin Zi

Macao, 1 April 2023
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(d)

T8 S Bl

BOrb B T SRAT 0 A PR 2 RBP4 B

FoA A% B T ERA T RO BRI 44T (LA

NS [ 55047 1) 2 BABS R G A5 3R A0 4
CERDCHETIAST-HNEEAMSE S UK
WA H LRI R A AU s % A
BT R R B NS E R G R BUR
OH A RS R -

B AT B U 2 FATE

B AT LS B AR A K I B i £44/2020
BEHE A 2 H 2 N B R R PR AT I (Y
AT I D) (R S i A B ) o BT T A A
0 S > Sl AT 6 B R B > DA A B
AT AE B SR e ok B R T NG K S R -

il i 2 & AE

FRAPS 1) AT 2 7 B M A T A 1 SRR L s e it
B R RETEN MWL ENTE
TG R AR AT (7] 3 00 4 ek R R SR B
FLAATAT B B o FAM A A A 2 A 28 BT A
At A AR AT ] 3 B4 2 AT A AT o FRAM R
AR 2 s Bl 22 B 6 AR $52/2021/CPCHE 4 At i 2
CREFHE R B HLUE AT T 9 5E LAE o 7o sk f)] 52
S T A 05 < Tk 3 A SR o I T B R B bt T T
VERASE B ¥R e 6 ANATAE TR SR A F AR -

A E TAR W RO A AR > U IO B B R
R AR 4B R ) A SR B o BRI R IR
T wE R RR  B - A B g A e R B A B
S 55 4% A7 A TR DA R L B 1 A o R EAT R B
FEAGIRE > FRAM 5 I B B B AR A B BT A
i ) 0 B 5 AT B B R R > L A Y
AR FRIT o AH B S Ik S P w A e R
WL o FERE LR L B AT 8 LR T e Rt
B B PR & s A RS IR - DA R RT R B
5 BRI

A - AR HF R R R
R R R AR T LG

(d)

Independent auditor’s report

To the Branch Management of Industrial and Commercial Bank of China
Limited, Macau Branch

We have audited the financial statements of Industrial and Commercial
Bank of China Limited, Macau Branch (the “Branch”) which comprise the
statement of financial position as at 31 December 2022, the statement of
profit or loss and other comprehensive income, statement of changes in
reserves and statement of cash flows for the year then ended, and a summary
of significant accounting policies and other explanatory information.

Branch Management’s Responsibility for the Financial Statements

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

error.
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 the Branch management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
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T RR Ay o bt BB R e M A R R
4-44/2020 %58 1 1E 2 TP 4 AT 1B I 2 A5 R 2B
DAE B A7 8K T TR LA 8 Su b RO T 33 AT IR
SR CHET AT B ZMHB R RS
B H AR R 2 80 U K B i o

w5
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R

CE T SAEPUASH

Opinion

In our opinion, the financial statements give a true and fair view, in all
material respects, of the financial position of the Branch as at 31 December
2022, and of its 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 de Auditores

Macau
6 April 2023
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2. STATEMENT OF CASH FLOW

Statement of cash flow

For the year ended 31 December

2022 2021
T WM TIMIT
MOP’000 MOP’000
REWMBEENRER Cash flow from operating activities
T A1 Profit before tax 86,793 122,768
ok Adjustments for:
FLE WA Interest income (1,735,596) (696,762)
FIE S H Interest expense 1,639,258 580,340
FEA 2 B H 5 i ] 35 A Net gains from redemption of held-to-maturity investments - (11,056)
G T B R E Net charge for impairment losses on financial instruments 21,424 18,086
TFE 5, 25 A Foreign exchange difference (225,713) (234,069)
(213,834) (220,693)
203 iy 30 R A At = A1 ) 00 84 9 il ) 3 Increase in placements with other banks with original
4 maturity longer than three months (7,083,509) (36,208,542)
00 4y JU1 R A8 = M8 3 00 ) BT e 2 Increase in treasury bills with original maturity longer than
Ham three months (1,468,614) (999,308)
SO E S GIE] Increase in loans and advances (4,794,859) (1,678,212)
JHRE AL T e A E 1 D Decrease in receivables and other assets 7 5
SRATIA ZEPRME R (b)) 1 (Decrease)/increase in interbank takings (5,963,520) 31,529,097
B AT 3 B Increase in deposits from customers 3,769,082 3,510,142
A3 A 4 T B AT e i LR Change in fair value of derivative financial assets
N REEES) and liabilities (154,456) 152,374
Hoph A 5 A0 8 Increase in other liabilities 2,112 26,119
E A E Interest received 1,036,151 579,184
FLE S Interest paid (1,034,480) (470,754)
2845 05 Bh £l A B 4R Cash used in from operations (15,905,920) (3,780,588)
AT TR B Tax paid (11,827) -
A0 B 1 A B A Net cash flows used in operating activities (15,917,747) (3,780,588)
E W B A A B AW Cash flows from investing activities
Wi ] ik A Purchases of available-for-sale investments - (693,715)
T B DA A R 1 A Purchases of financial assets at amortised cost (19,715,173) -
EEAEFMH &G Purchases of held-to-maturity investments - (13,331,088)
DL 6 B AR ST 2 11 46l Proceeds from redemption of financial assets at
Wiz [m] ) 15 amortised cost 18,079,430 -
R 2 B0 B B i R Proceeds from redemption of held-to-maturity investments - 1,752,234
T B 15 B AR Net cash flows used in investing activities (1,635,743) (12,272,569)
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2022 2021
TWMx TMM T
MOP’000 MOP’000
B EENB SR Cash flows from financing activities
AT A I i Proceeds from issuance of certificates of deposit 48,424,263 20,930,521
I [ 77 K Redemption of certificates of deposit issued (34,874,314) (14,298,599)
BEAT IS i e s Proceeds from issuance of debts 2,007,700 2,000,000
V[l fE 75 ol 75 Redemption of debt issued (2,100,000) -
EEWMBELANFEHESR Net cash flows generated from financing activities 13,457,649 8,631,922
HEeEkBHESZEDRERE Net decrease in cash and cash equivalents (4,095,841) (7,421,235)
WMol & kB E&%ED Cash and cash equivalents at 1 January 20,927,912 28,349,147
WRBERESZHED Cash and cash equivalents at 31 December 16,832,071 20,927,912
B4 T B4 55 1R W0 3 B 43 Analysis of balances of cash and cash equivalents
Bl RRATAE 3K Cash and balances with banks 7,885,529 2,766,472
A7 W JR 3R OE Deposits with monetary authority 820,059 385,957
EYAEES Placements with other banks 61,889,967 62,205,483
IR DABESR AT E A SR Y Treasury bills classified as financial assets at
UG 5 5 amortised cost 2,467,610 -
DREETEA E 8 H A B &S Treasury bills classified as held-to-maturity investments - 3,249,053
HE AR S Amounts shown in the statement of financial position 73,063,165 68,606,965
Ji s S0 PR At — M 9 119 < B Amounts with an original maturity beyond three months (56,231,338) (47,679,848)
B4 R 540 S5 00 110 3 {4 A Impairment allowance provided for components of cash
and cash equivalents 244 795
BehieEhnEe eS8y Cash and cash equivalents in the statement of cash flow 16,832,071 20,927,912

3. AT RAL 5 PAA B AN R B 3. OFF-BALANCE SHEET EXPOSURES OTHER THAN
DERIVATIVES TRANSACTIONS

T#MT

MOP’000
RF PR AR Values received for safe keeping -
ARl i Bills for collection -
AR Collateral 12,138,070
PR B AE PR 3K Guarantee on account of customers 61,948
& A% Letters of credit outstanding -
7R 5, HE 22 Bills & acceptance available for discount -
HoAth 5 A Other memorandum items 2,328,345
R I FOR 7 Undrawn credit facilities 6,179,469
it Total 20,707,832
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4. WHETHRS 4. DERIVATIVES TRANSACTIONS
TWM T
MOP 000
fei B2 Fs
BEREH 2 e fEAE i 4 %
Credit Risk
Nominal Value Fair Value Weighted Amount
B A7 22 T A, Exchange rate contracts 1,798,343 546 -
FlRfA TR Interest rate contracts 5,031,569 - 275,087
HfiA TH Others contracts - - -
5. HRFBOR 5. ACCOUNTING POLICIES
5.1 BRFE R 0 AR BL ol 5.1 Basis of preparation

a A

UL B S i 5 A BRI Y 1 4 £6532/93/ M DA S AR BE R
R I A7 I I 575 44/2020 %% 47 BUIE K BT AR A QIR Y
R S VB AR 1 o B m] Ak R B TR A (202148
LI R ~ DL (B (EREE H S 85 A H A4
Al e ERE  MAESRE T A HEA
Y DAJEE S0 A B s AR o

ok 4 0 5 B A o AR B S K ik TP ST (MOP) A
R B MM T B AT Z SRR > T A
B4 9 $8 LA E] T 58 (MOP’000) ©

10

Statement of compliance

The financial statements have been prepared in accordance with the
requirements as set out in Macau Financial System Act (Decree-Law No.
32/93/M) and the Macau Financial Reporting Standards issued under
Administrative Regulation No. 44/2020 of the Macau SAR. These financial
statements have been prepared under the historical cost basis, except for
the financial assets at fair value through other comprehensive income
(“FVOCT”), available-for-sale (“AFS”) debt investments (2021 comparatives
only), and derivative financial instruments which have been measured at fair
value.

The financial statement is presented in Macau Patacas (“MOP”), which
is the Branch’s functional currency, are rounded to the nearest thousand
(MOP’000) except when otherwise indicated.
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B L SRAT R TE P G R SL R A R R AR AT
R LA N o %55 B IR A AT
R 4228 T 1P 4 A LR o s A S R SRR AR
00 AT 1O BR R R RC SR A A P i AR AT A
A AEAT BT A 28 5 AR 3K

HRAECIR 1 Bt s 25 i ) A o) B R B -
T 75 1 S ORI L R G B I
VNS 2 0 R 4 B o
0 T 2 B ok 0 B 7 2 A 0
BeRR A BB % R PR B A A - EAS MR T
AP L 7 0 0 A IS 7 2 A
B T 16T (16 7 0B 1 35 3 - ‘B MR 65 5 1 A B A
R

L AN R AR SO AT R TR o W
M BEE W E RGBT HBETE N ERE
n SRAB R R R A T A S RIAE A RT
S0 [ A A S ] e

SR T S AL A T A L ) B 85 S o v 1)

5544/2020%% 1 45 I A7 B IR 4L % 1 B0 R] | R AR
T v 1) B S B (5prd B 3 5 MR BT 1) 112020
AE3 28 H A AE B > M B 35 25/200598 47 B KR K
A B R e (T R S 5 ) ) o

DA 5 A YE ) BR A0 T 20044 R (2 % B 5 i 4
HEHI) (TTERS ) Hh i 43 ME I » A3 F5 R 0 A 15 3R 1
HEZEYFN 1676 e HI) 5 75 it M BB AR T B8
A AR A NE 2 201 54F i (3 % B 75 3 455 1 A 3 e
R

AT 20224 1 1 H AR A B 5 i o A TR B
s i A

5.2

Basis of preparation of the financial statements

The Branch is part of Industrial and Commercial Bank of China Limited,
which is incorporated and domiciled in the Mainland China and accordingly
the Branch is not a separate legal entity. These financial statements have
been prepared solely for use by the Branch and for submission to Autoridade
Monetdria de Macau “AMCM”. They have been prepared from the books
and records of the Branch, which contain evidence of all transactions and
entered into by the Branch.

The preparation of financial statements under the Macau Financial
Reporting Standards requires management to make judgements, estimates
and assumptions that affect the application of policies and reported amounts
of assets, liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the results of
which form the basis of making the judgements about carrying values of
assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period, or in the
period of the revision and future years if the revision affects both current
and future years.

Application of amendments to Macau Financial Reporting
Standards

The Financial Reporting Standards of Macau SAR was approved by Order
of the Secretary for Economy and Finance No. 44/2020 (the “New MFRS”)
have come into effect on 28 March 2020 and has replaced the Financial
Reporting Standards of Macau SAR as stated in Annex IT of Administrative
Regulation No. 44/2020 (the “MFRS”).

The MFRS had adopted a selection of standards from the 2004 edition of
the International Financial Reporting Standards (the “IFRS”) including
framework for Preparation and Presentation of financial statements as
well as 16 standards. The New MERS, on the other hand, have adopted the
Conceptual Framework for Financial Reporting and all of the standards and
interpretations from the 2015 edition of the IFRS.

The New MFRSs are effective for annual periods beginning on or after
1 January 2022.

11
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The following New MFRSs (Conceptual Framework for Financial Reporting
and all of the standards and interpretations from the 2015 edition of the
IFRS) are the standards that are effective on or after 1 January 2022:

1AS*1 - Presentation of Financial Statement

1AS2 - Inventories

1AS7 - Statement of Cash Flows

IAS 8 - Accounting Policies, Changes in Accounting
Estimates and Errors

IAS 10 - Events after the Reporting Period

1AS 12 - Income Taxes

1AS 16 - Property, Plant and Equipment

1AS 17 - Leases

1AS 19 - Employee Benefits

I1AS 20 - Accounting for Government Grants and
Disclosure of Government Assistance

1AS 21 - The Effects of Changes in Foreign Exchange Rates

1AS23 - Borrowing Costs

1AS 24 - Related Party Disclosures

1AS 26 - Accounting and Reporting by Retirement
Benefit Plans

1AS27 - Separate Financial Statements

1AS 28 - Investments in Associates and Joint Ventures

1AS 29 - Financial Reporting in Hyperinflationary Economies

I1AS 32 - Financial Instruments: Presentation

I1AS 33 - Earnings per Share

1AS 34 - Interim Financial Reporting

1AS 36 - Impairment of Assets

I1AS 37 - Provisions, Contingent Liabilities and Contingent Assets

IAS 38 - Intangible Assets

I1AS 39 - Financial Instruments: Recognition and Measurement

T1AS 40 - Investment Property

I1AS 41 - Agriculture

IFRS 1 - First-time adoption of International Financial
Reporting Standards

IFRS 2 - Share-based Payment

IFRS 3 - Business Combinations

IFRS 4 - Insurance Contracts

IFRS 5 - Non-current Assets Held for Sale and
Discontinued Operations

IFRS 6 - Exploration for and Evaluation of Mineral Resources

IFRS 7 - Financial Instruments: Disclosures

IFRS 8 - Operating Segments

IFRS 9 - Financial Instruments

IFRS 10 - Consolidated Financial Statements

[FRS 11 - Joint Arrangements

IFRS 12 - Disclosure of Interests in Other Entities

IFRS 13 - Fair Value Measurement

IFRS 14 - Regulatory Deferral Accounts

IFRS 15 - Revenue from Contracts with Customers
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[FRIC** Interpretation 1 - Changes in Existing Decommissioning, Restoration

and Similar Liabilities

IFRIC Interpretation 2 - Members’ Shares in Co-operative Entities and
Similar Instruments
IFRIC Interpretation 4 - Determining whether an Arrangement Contains a Lease
[FRIC Interpretation 5 - Rights to Interests arising from Decommissioning,
Restoration and Environmental Rehabilitation Funds
IFRIC Interpretation 6 - Liabilities arising from Participating in a Specific
Market-Waste Electrical and Electronic Equipment
IFRIC Interpretation 7 - Applying the Restatement Approach under

IAS 29 Financial Reporting in
Hyperinflationary Economies

IFRIC Interpretation 10
IFRIC Interpretation 12
[FRIC Interpretation 14

- Interim Financial Reporting and Impairment
- Service Concession Arrangements
- IAS 19-The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and their Interaction

IFRIC Interpretation 16
[FRIC Interpretation 17

- Hedges of a Net Investment in a Foreign Operation

- Distributions of Non-cash Assets to Owners

IFRIC Interpretation 19 - Extinguishing Financial Liabilities with
Equity Instruments

IFRIC Interpretation 20 - Stripping Costs in the Production Phase of a Surface Mine

IFRIC Interpretation 21 - Levies

SIC*** Interpretation 7 - Introduction of the Euro

SIC Interpretation 10 - Government Assistance-No Specific Relation to
Operating Activities

SIC Interpretation 15 - Operating Leases-Incentives

SIC Interpretation 25 - Income Taxes-Changes in the Tax Status of an Entity or
its Shareholders

SIC Interpretation 27 - Evaluating the Substance of Transactions Involving
the Legal Form of a Lease

SIC Interpretation 29 - Service Concession Arrangements: Disclosures

SIC Interpretation 32 - Intangible Assets-Web Site Costs

* International Accounting Standards (“TIAS”)

** International Financial Reporting Interpretations Committee (“IFRIC”)

e Standard Interpretations Committee (“SIC”)

The Branch’s management considered the application of IFRS 9 and IFRS 15
would have material changes as described below.
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IFRS 9

The Branch has applied IFRS 9 in accordance with the transition
provisions set out in IFRS 9, i.e. applied the classification and measurement
requirements (including impairment under expected credit loss (“ECL”)
model) retrospectively to instruments that have not been derecognised
as at 1 January 2022 (date of initial application) and has not applied the
requirements to instruments that have already been derecognised as at 1
January 2022. The difference between carrying amounts as at 31 December
2021 and the carrying amounts as at 1 January 2022 are recognised in the
opening retained profits and other components of equity, without restating
comparative information.

Accordingly, certain comparative information may not be comparable as
comparative information was prepared under MFRSs.

Accounting policies resulting from application of IFRS 9 are disclosed in
note 5.3.

The table below illustrates the classification and measurement and the
impact on opening balance of financial assets and financial liabilities and
other items due to initial application of IFRS 9.

2

Financial assets

B4 RARAT A7 3K

Cash and balances with banks
FE B W SR 2
Deposits with monetary authority
i ES

Placements with other banks
R EGR

Loans and advances

R 2800 H R
Held-to-maturity investments

AL TR A
Available-for-sale investments

7L 4

Derivative financial assets

R W I R HL A

Receivables and other assets

14

Ji 43 8

Original classification

ORI IR Wi 3K T
Loans and receivables
AR B s 3K T
Loans and receivables
A O IR i 3K
Loans and receivables
A ORI JRE ALK T
Loans and receivables
A EFMA
Held-to-maturity

AT B R AR
Available-for-sale

DAY o AB (e L B2 W) R I 4

Financial assets at fair value through
profit or loss (“FVTPL”)

el G el

Loans and receivables

IFRS 938 T #i 43 31

New classification under IFRS 9

DLHE 6 i AR 5 S
Amortised cost*
DB 1A 5 B
Amortised cost*
DL 65 AR 5T F
Amortised cost*
DLHRE B8 B A 51
Amortised cost*
DB 1A st B

Amortised cost*

R AR
Financial assets at fair value through other
comprehensive income (“FVOCI”)*
PAZY A (e HOH SR B FH A 4
FVTPL

LA A T S

Amortised cost*
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J& 43

Original classification
AR
Financial liabilities
SRATIF) ZER A6 DA AR 53
Interbank takings Amortised cost
HEAE DLHESR A ST
Deposits from customers Amortised cost
A AE 4 Pl AR LA B AR B S H 5 AR S
Derivative financial liabilities FVTPL
AT R 27 DL R A T3
Debts issued Amortised cost
BATAE RS DE: 35N
Certificates of deposit issued Amortised cost
HoAth & % DL B A 5
Otbher liabilities Amortised cost

* 20224F1H 1 H » AR AT $e HACIE [ B 75 i 45 48 B D) 565 *

95k & TR FHR FUMF TR % -

IFRS 93H T ¥ 43 #1

New classification under IFRS 9

DLHR R AR 5T 5
Amortised cost
DLHEER A 5T
Amortised cost
LA SfE(EEH & S B 5 ARG
FVTPL
DLBR R A 515
Amortised cost
DUBRE R A 5T
Amortised cost
DR AR 5

Amortised cost

Branch’s accounting policies under IFRS 9.

The items are subject to ECL as at 1 January 2022 in accordance with the
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The following table shows the reconciliation of the original measurement (including

impairment) to the new measurement (including impairment) determined in

accordance IFRS 9 for each class of the Branch’s financial assets as at 1 January 2022.

T#MT
MOP’000
IFRS 9% T i
D % i 45 £ g i i 1 U i 6 £
New carrying
Original amount
carrying amount Reclassification Remeasurement under IFRS 9
A EE R
Financial assets
B4 S SR AT A7 3K
Cash and balances with banks 2,766,472 - - 2,766,472
A TRCE e SR B
Deposits with monetary authority 385,957 - - 385,957
L AmES
Placements with other banks 62,205,483 - - 62,205,483
Loans and advances 13,863,427 - - 13,863,427
DL 6 B AR S5 11 4 L
Financial assets at amortised cost - 15,436,327 - 15,436,327
RAEZEINMHHRE
Held-to-maturity investments 15,436,327 (15,436,327) - -
DL B (B w8 H 88 ) w5k A LA 55 5 Wi o 1Y <6 il e
Financial assets at fair value through other comprehensive
income - 652,252 - 652,252
AL AR TR
Available-for-sale investments 652,252 (652,252) - -
AT A= 4 il
Derivative financial assets 205,332 - - 205,332
JRE AT T B At
Receivables and other assets 70,356 - 70,356
EE-R
Equity
G Ak
Investment revaluation reserve (34,333) - (34,333)
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Available-for-sale investments

Debt securities with a fair value of MOP652,252,000 were reclassified
from available-for-sale investments to financial assets at FVOCI, as these
investments are held within a business model whose objective is achieved
by both collecting contractual cash flows and selling of these assets and the
contractual cash flows of these investments are solely payments of principal
and interest on the principal amount outstanding. There is no impact of
transition to IFRS 9 on reserves.

Held-to-maturity investments

Investments previously classified as held-to-maturity investments are
reclassified and measured at amortised cost upon application of IFRS 9.
The Branch intends to hold the assets to maturity to collect contractual
cash flows and these cash flows consist solely of payments of principal and
interest on the principal amount outstanding. There was no difference
between the previous carrying amount and the revised carrying amount at 1
January 2022.

Financial liabilities

The carrying amounts for all financial liabilities at 1 January 2022 have not
been impacted by the initial application of IFRS 9.

IFRS 15

The Branch has applied IFRS 15 for the first time in the current year. IFRS
15 superseded IAS 18 Revenue and the related interpretations. The Branch
has applied IFRS 15 retrospectively with the cumulative effect (if any) of
initially applying this standard recognised at the date of initial application, 1
January 2022. Any difference at the date of initial application is recognised
in the opening accumulated earnings (or other components of equity, as
appropriate) and comparative information has not been restated.

Furthermore, in accordance with the transition provisions in IFRS 15, the
Branch has elected to apply the standard retrospectively only to contracts
that are not completed at 1 January 2022. Accordingly, certain comparative
information may not be comparable as comparative information was
prepared under IAS 18 Revenue and the related interpretations.

The Branch recognises fee and commission income which arises from
contracts with customers. Information about the Branch’s performance
obligations and the accounting policies resulting from application of IFRS
15 are disclosed in note 5.3(0).

IFRS 15 has no significant impact on the Branch’s existing accounting
policies on revenue recognition for the above revenue source. The
application of IFRS 15 has had no material impact on the Branch’s
accumulated earnings as at 1 January 2022.
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(a)

(b)

Summary of significant accounting policies
Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than financial assets), the asset’s
recoverable amount is estimated. An asset’s recoverable amount is the
higher of the asset’s value in use and its fair value less costs to sell, and is
determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or groups
of assets, in which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset
exceeds its recoverable amount. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss is charged to
the profit or loss in the period in which it arises in those expense categories
consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether
there is an indication that previously recognised impairment losses may
no longer exist or may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised impairment loss
of an asset is reversed only if there has been a change in the estimates used
to determine the recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been determined (net of
any depreciation/amortisation) had no impairment loss been recognised for
the asset in prior years. A reversal of such an impairment loss is credited to
the profit or loss in the period in which it arises.

Related parties

(1) A person, or a close member of that person’s family, is related to the
Branch if that person:

(i) Has control or joint control over the Branch;
(ii)  Has significant influence over the Branch; or

(iii)  Is a member of the key management personnel of the Branch
or the Branch’s parent.
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An entity is related to the Branch if any of the following conditions
applies:

(1) The entity and the Branch 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 Branch or an entity related to the
Branch;

(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
Branch or is a member of the key management personnel of
the Branch (or of a parent of the Branch);

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

(c)  Investments and other financial assets

@

Classification and subsequent measurement of financial assets (upon
application of IFRS 9)

Financial assets are measured initially at fair value. All regular way
purchases and sales of financial assets are recognised on the trade
date, that is, the date that the Branch commits to purchase or sell
the asset. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the period
generally established by regulation or convention in the marketplace.

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
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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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
effective interest rate amortisation is included in interest income in
the profit or loss.

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
the contractual terms 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, and foreign exchange gains
and losses, 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 impairment 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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(i)

Financial assets at fair value through profit or loss

Financial assets at FVTPL include all financial assets that are neither
financial assets at amortised cost nor financial assets at FVOCI.

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.

Financial assets at fair value through profit or loss are carried in
the statement of financial position at fair value with changes in fair
value presented as other operating income in the statement of profit
or loss. These net fair value changes include any interest earned on
these financial assets, which are recognised in accordance with the
accounting policies set out in note 5.3(p).

Initial recognition and measurement (before application of IFRS 9)

Financial assets are classified as financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity
investments, and available-for-sale investments as appropriate. The
Branch determines the classification of its financial assets at initial
recognition. Financial assets are measured initially at fair value,
which normally will be equal to the transaction price plus, in case
of a financial asset not held at fair value through profit or loss,
transaction costs that are directly attributable to the acquisition of
the financial asset. Transaction costs on financial assets at fair value
through profit or loss are expensed immediately.

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Branch commits to
purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention
in the marketplace.

Classification of financial assets (before application of IFRS 9)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial
assets held for trading and financial assets designated upon initial
recognition as fair value through profit or loss. 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.
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Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with changes in fair value
presented as other operating income in the profit or loss. These net
fair value changes include any interest earned on these financial
assets and are recognised in accordance with the accounting policies
set out in note 5.3(p).

The Branch evaluates its financial assets held for trading to assess
whether the intention to sell in the near term is still appropriate.
When, in rare circumstances, the Branch is unable to trade these
financial assets due to inactive markets and management’s intention
to sell in the foreseeable future significantly changes, the Branch may
elect to reclassify them. The reclassification from financial assets at
fair value through profit or loss to loans and receivables, available-
for-sale assets or held-to-maturity investments depends on the nature
of the assets. This evaluation does not apply to any financial assets
designated at fair value through profit or loss using the fair value
option at designation, as these instruments cannot be reclassified
after initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
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. The
effective interest rate amortisation is included in interest income in
the profit or loss. The loss arising from impairment is recognised in
the profit or loss.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments
and fixed maturity are classified as held-to-maturity investments
when the Branch has the positive intention and ability to hold
the financial assets to maturity. Held-to-maturity investments 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. The effective interest rate amortisation is
included in interest income in the profit or loss. The loss arising from
impairment is recognised in the profit or loss.

Available-for-sale investments

Available-for-sale investments are non-derivative financial assets in
listed and unlisted equity investments and debt securities. Equity
investments classified as available-for-sale are those which are
neither classified as held for trading, held-to-maturity investments
or designated at fair value through profit or loss. Debt securities in
this category are those which are intended to be held for a period of
time and which may be sold in response to needs for liquidity or in
response to changes in market conditions.
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(d)

After initial recognition, available-for-sale investments are
subsequently measured at fair value, with unrealised gains or losses
recognised in the available-for-sale investment revaluation reserve
until the investment is derecognised, at which time the cumulative
gain or loss is recognised in the profit or loss, or until the investment
is determined to be impaired, when the cumulative gain or loss is
reclassified from the available-for-sale investment revaluation reserve
to the profit or loss. Interest earned whilst holding the available-for-
sale investments are reported as interest income and are recognised
in the profit or loss in accordance with the accounting policies set out
in note 5.3(p).

Derecognition and modification of financial assets
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:

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

- The Branch 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 Branch has transferred substantially
all the risks and rewards of the asset, or (b) the Branch 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 Branch has no obligation to pay amounts to the
eventual recipients unless it collects equivalent amounts from the original
asset; (b) the Branch 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 Branch has
an obligation to remit any cash flows it collects on behalf of the eventual
recipients without material delay.

When the Branch 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 Branch’s continuing involvement in the
asset. In that case, the Branch 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 Branch has retained.

On derecognition of a financial asset measured at amortised cost, the
difference between the asset’s carrying amount and the sum of the
consideration received and receivable is recognised in profit or loss.

On derecognition of an AFS financial asset or an investment in a
debt instrument classified as at FVOCI upon application of IFRS 9,
the cumulative gain or loss previously accumulated in the investment
revaluation reserve is reclassified to profit or loss.
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(e)

Modification of financial assets

A modification of a financial asset occurs if the contractual cash flows are
renegotiated or otherwise modified.

When the contractual terms of a financial asset are modified, the Branch
assesses whether the revised terms result in a substantial modification from
original terms taking into account all relevant facts and circumstances
including qualitative factors. If qualitative assessment is not conclusive,
the Branch considers the terms are substantially different if the discounted
present value of the cash flows under the new terms, including any fees paid
net of any fees received, and discounted using the original effective interest
rate, is beyond a threshold different from the discounted present value of the
remaining cash flows of the original financial asset.

For non-substantial modifications of financial assets that do not result in
derecognition, the carrying amount of the relevant financial assets will
be calculated at the present value of the modified contractual cash flows
discounted at the financial assets” original effective interest rate. Transaction
costs or fees incurred are adjusted to the carrying amount of the modified
financial assets and are amortised over the remaining term. Any adjustment
to the carrying amount of the financial asset is recognised in profit or loss at
the date of modification.

Impairment of financial assets

The Branch recognises impairment allowances for expected credit loss

(“ECL”) model under the Branch’s accounting policy on the following

financial instruments:

- Cash and balances with banks;

- Deposits with monetary authority;

- Placements with other banks;

- Loans and advances;

- Debt securities classified as financial assets at FVOCI (upon
application of IFRS 9) and available-for-sale investments (before
application of IFRS 9);

- Receivables and other assets;

- Financial assets at amortised cost (upon application of IFRS 9) and
held-to-maturity investments (before application of IFRS 9);

- Financial guarantee contracts; and

- Loan commitments.

Measurement of ECL

ECL is a probability-weighted estimate of credit losses under different
economic scenarios. ECL is measured as:
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Exposure at Default x Probability of Default x Loss Given Default

Generally, the ECL is the difference between all contractual cash flows that
are due to the Branch in accordance with the contract and the cash flows
that the Branch expects to receive, discounted at the effective interest rate
determined at initial recognition.

The Branch measures impairment allowances for 12-month or lifetime ECL

using a 3-stage approach as follows:

Stage Description Impairment Loss
L. Credit risk on the financial instrument 12-month ECL
has not increased significantly
since initial recognition
2. Credit risk on the financial instrument Lifetime ECL
has increased significantly since
initial recognition
3. Financial instruments (except for Lifetime ECL
loans and advances ) that are
considered as credit-impaired
3. Loans and advances that are Higher of amount calculated
considered as credit-impaired based on the Branch's
(before application of IFRS 9) accounting policies or
provision calculated in
accordance with the notice
No. 18/93-AMCM
of 27 August 1993
3. Loans and advances that are Lifetime ECL

considered as credit-impaired
(upon application of IFRS 9)

Before application of IFRS 9, stage 3 impairment loss of loans and
advances was measured as higher of the amount calculated based on IFRS
9 requirement or provision calculated in accordance with the notice No.
18/93-AMCM of 27 August 1993 issued by AMCM.

Upon application of IFRS 9 since 1 January 2022, stage 3 impairment loss of
loans and advances was measured in accordance with IFRS 9.

In both years, the Branch complies with AMCM requirement to maintain
regulatory reserve in excess of the Branch’s impairment allowance for loans
and advances. When the minimum provision under the relevant AMCM
rules is higher than the impairment allowance made under the Branch’s
accounting policy which is in accordance with ECL, the Branch transfers
the additionally required amount from accumulated earnings to regulatory

reserves.

12-month ECL is the portion of ECL that results from default events on
a financial instrument that are possible within the 12 months after the
reporting date. Life-time ECL are the ECL that results from all possible
default events over the expected life of the financial instrument.
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The Branch recognises a loss allowance equal to 12-month ECL unless there
has been a significant increase in credit risk of the financial instrument
since initial recognition, in which case the loss allowance is measured at an
amount equal to lifetime ECL.

A discount factor considering the effective interest rate is used to account
for the time value of money in the ECL model.

The Branch 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.

Significant increase in credit risk

In assessing whether the credit risk of a financial instrument (including a
loan commitment) has increased significantly since initial recognition, the
Branch 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 Branch considers the following criteria in assess the
significant increase in credit risk.

- Notch difference analysis of internal or external rating change;
- Days past due (“DPD”) of 30 days;
- Loan classification of Special Mention loan portfolio; or

- Stage consistency for the borrower loan grading.

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 Branch
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 Branch considers changes in
the risk of default occurring on the loan to which the loan commitment and
financial guarantee relates.

Default

Financial instruments with any of the following characteristics will be
classified as stage:

- DPD of 90 days;
- Loan classification of Substandard, Doubtful and Loss portfolio; or

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

Depending on the nature of the financial instruments, the assessment of a
significant increase in credit risk and credit-impaired 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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ECL is 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 a charge or reversal of impairment in profit or
loss. The Branch 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 available-for-sale investments
(before application of IFRS 9) or financial assets at FVOCI (upon application
of IFRS 9), for which the loss allowance is recognised in profit or loss
without adjustment to their carrying amount at fair value.

Presentation of allowance for ECL in the Branch’s statement of financial
position

Loss allowances for ECL are presented in the statement of financial position
as follows:

- Financial assets except for debt securities classified as available-for-
sale investments: as a deduction from the gross carrying amount;

- Loan commitments and financial guarantee contracts: generally, as a
provision;

- Debt securities classified as available-for-sale investments (before
application of IFRS 9) and financial assets at FVOCI (upon
application of IFRS 9): no loss allowance is recognised in the
statement of financial position as the carrying amount of these assets
is their fair value. However, the loss allowance is disclosed separately
and is recognised in the profit or loss.

Write-off

Financial assets are written off with related impairment allowances (either
partially or in full) when there is no realistic prospect of recovery. This is
the case when the Branch 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. Financial assets written off may still be
subject to enforcement activities under the Branch’s recovery procedures,
taking into account legal advice where appropriate. A write-off constitutes a
derecognition event. Any subsequent recoveries are recognised in profit or
loss.
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Financial guarantee contracts (upon application of IFRS 9)

A financial guarantee contract is a contract that requires the issuer to make
specified payments to reimburse the holder for a loss it incurs because
a specified debtor fails to make payments when due in accordance with
the terms of a debt instrument. 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.

Financial liabilities
(i) Initial recognition and measurement

Financial liabilities are classified as financial liabilities at fair value
through profit or loss or at amortised cost using the effective interest
method and other financial liabilities, as appropriate. The Branch
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
FVTPL.

The Branch’s financial liabilities include interbank takings, deposits
from customers, other financial liabilities, derivative financial
liabilities and debts and certificates of deposit issued.

(i)  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 Branch
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 profit or
loss. The net fair value gain or loss recognised in the profit or loss
includes any interest charged on these financial liabilities.
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Financial liabilities at amortised cost

The Branch’s financial liabilities at amortised cost include deposits
from interbank takings, deposit from customers, debts and
certificates of deposit issued and other financial liabilities.

After initial recognition, financial liabilities at amortised cost are
subsequently measured at amortised cost, using the effective interest
rate method. Gains and losses are recognised in the profit or loss
when the liabilities are derecognised.

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
amortisation is included in interest expenses in the profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligations under the liability
is discharged, cancelled, or has expired.

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 profit or loss.

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.

Derivative financial instruments
Initial recognition and subsequent measurement

The Branch enters derivative financial instruments, such as currency swaps
and interest rate swaps based on customer demands, or 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 profit or loss, except where the derivatives are qualified for
hedge accounting (note 5.3(k)), in which case recognition of any resultant
gain or loss depends on the nature of the item being hedged.
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Hedge accounting

The Branch designates certain derivatives as hedging instruments in
qualifying hedging relationships. On initial designation of the hedge,
the Branch 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
Branch 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 Branch 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:

- There is an economic relationship between the hedged item and the
hedging instrument;

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

- The hedge ratio of the hedging relationship is the same as that
resulting from the quantity of the hedged item that the Branch
actually hedges and the quantity of the hedging instrument that the
entity actually uses to hedge that quantity of hedged item.

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.
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Cash and cash equivalents

For the purpose of the Branch’s statement of cash flows, cash and cash
equivalents comprise cash on hand and demand deposits, and short term
highly liquid investments that are readily convertible into known amounts of
cash, are subject to an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired.

Provisions

A provision is recognised when a present obligation (legal or constructive)
has arisen as a result of a past event and it is probable that a future outflow
of resources will be required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at the end of
the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash
flows estimated to settle the present obligation, its carrying amount is the
present value of those cash flows (where the effect of the time value of
money is material).

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
Branch’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.

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

Income tax

Income tax comprises current and deferred tax. Income tax is recognised
in the income statement except to the extent that they relate to items
recognised directly in equity, in which case the relevant amounts are
recognised directly in equity.

Current tax assets and liabilities for the current and prior years are
measured at the amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws) that have been enacted
or substantively enacted by the end of the reporting period, taking into
consideration interpretations and practices prevailing in the countries in
which the Branch operates.

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between the
carrying amounts of assets and liabilities for financial reporting purposes
and their tax bases.

31



oI T ST I A R R 4 AT

INDUSTRIAL AND COMMERCIAL BANK OF CHINA LIMITED MACAU BRANCH

e Jate ) RS INER 3

Financial Information Disclosure 2022

B &3 B 3 & (R 5AMCMO06/B/2022-DSB/AMCMS 3 #)
Financial Information Disclosure (in Accordance with AMCMO006/B/2022-DSB/AMCM)

(2

32

A SO TR £ M0 M 42 4% L MG A 0 IV 2 R R
W T A I SE B A A HL 22 5 W A Y B g wh i s
sl RERRBL AR > BIR 2R 2 32 5 P A R 2 T
B BT AR RS BLA R A

JIr A AT I R TR 2 B R A R B T B
I G LA B T B JRLAR G BT R 2 1 I SRR i
di AF KB 1% - MERD % IR AE BL I E R > BR 7Ol 3
B & 5 HLIA 28 5 Wy St AS 5 B g bl 4 - sORE L BE
Wedd - MARK Z A5 h ol In iR E - BT E
Az 22 AT R AT IR 2 B Y AR A T o

O SUE O 1 2 IR TR < R 45 i i AU EA T A A
3T AAH HE S92 S T AT AR A A0 R B
i DA B A 0 e 0 2 0 A B I A A 0k o R ERR
A I Y U A 4R A IR T R A Sl AT
FIE 15 /2 400 JRE B i 4 DA K B0 4 70 A 20 2 AT AL
JHEE 2 W OUT T LARERE

AR I T S R AR R IR IR D H i e
KRECH M 2 B3 (BB 1)) - 92 58 B 7 i
B B A U TR TR P B T DA

WA AE i A T o AT R R R A A B T
e AR V0 TE AR o i A A S T M A [ —
AP R [ — B IRy > B A0 S I E LR
ST B AR R

WA BT 78

() W AR B RS (AR B 75 R AR D A 15
W)

AT R T i R e R A R S A AR
A

L WAEFEH

2. oG A b A S

4. EEGERDRE X PN E A

5. EUHE ST U A B I (B0t ) HEAT R
N

p)

Deferred tax liabilities are recognised for all taxable temporary differences,
except when the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

Deferred tax assets are recognised for all deductible temporary differences,
the carried forward of unused tax credits and any unused tax losses.
Deferred tax assets are recognised to the extent that it is probable that
taxable profit will be available against which the deductible temporary
differences, the carry forward of unused tax credits and unused tax losses
can be utilised, except when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of an asset or
liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or
loss.

The carrying amount of deferred tax assets is reviewed at the end of each
reporting period and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets are reassessed at
the end of each reporting period and are recognised to the extent that it has
become probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply to the year when the asset is realised or the liability
is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current tax
liabilities and the deferred taxes relate to the same taxable entity and the
same taxation authority.

Revenue recognition

(1) Revenue recognition (upon application of IFRS 15)

The Branch 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. Recognise revenue when, or as, the entity satisfies a performance
obligation
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(i)

(i)

The Branch 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:

- The customer simultaneously receives and consumes the
benefits provided by the Branch’s performance as the Branch
performs;

- The Branch’s performance creates or enhances an asset that
the customer controls as the Branch performs; or

- The Branch’s performance does not create an asset with
an alternative use to the Branch and the Branch 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.

Revenue recognition (before application of IFRS 15)

Revenue is recognised when it is probable that the economic benefits
will flow to the Branch and when the revenue can be measured
reliably.

Interest income and expense
Upon application of IFRS 9

Interest income is recognised using the effective interest method for
financial assets measured subsequently at amortised cost and debt
instruments/receivables subsequently measured at FVOCI. 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.
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(iv)

Before application of IFRS 9

For all financial instruments measured at amortised cost, and interest
bearing financial assets classified as available-for-sale, 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.

The carrying amount of the financial asset or financial liability is
adjusted if the Branch revises its estimates of payments or receipts.
The adjusted carrying amount is calculated based on the original
effective interest rate and the change in carrying amount is recorded
as other operating income.

Once the recorded value of a financial asset or a group of similar
financial assets has been reduced due to an impairment loss, interest
income continues to be recognised using the rate of interest used
to discount the future cash flows for the purpose of measuring the
impairment loss. However, loans overdue over 3 months do not
recognise interest income.

Fee and commission income

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

Fee and commission income from loan and advances are either
recognised over time at a fixed or variable price on a systematic basis
over the life of the agreement when the contract requires services
to be provided over time, or recognised at a point in time when the
related performance obligation has been fulfilled.

Net trading income

Results arising from trading activities include all gains and losses
from changes in fair value, including related interest income or
expense for financial assets and financial liabilities held for trading,
except for those designated in cash flow hedging relationships.
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(@9 ABIL#EH (q)  Employee benefits
AT B B TEAT % % 4 2 4t 508 K48 A 53 The Branch operates a defined contribution retirement benefits scheme for
ELE B S PEE H  r B T o fEEKEE DL 2z st # all of its employees, including key management personnel. Contributions
B B A Y — & |4 Ui o IRIEFFEY are made based on a percentage of the participating employees’ basic salaries
J R 2 JRE AR SO IR IR 4H AR R B R o and are charged to the profit or loss as they become payable in accordance
with the rules of the scheme.
r) I (r)  Foreign currencies
A A o AR M T8 R o BT A AN RS 5 4R 58 These financial statements are presented in MOP, which is the Branch’s
Sy BT 85 R R YT 55 5 D) ae B SR o SR & functional and presentation currency. Foreign currency transactions
MEELMAME REEAMERD HEEAMEE recorded by the Branch are initially recorded using their respective
Hmi 5 R A At iRANGHE - HIrEEAD functional currency rates ruling at the dates of the transactions. Monetary
ZEEREACE WA assets and liabilities denominated in foreign currencies are retranslated at
the functional currency rates of exchange ruling at the end of the reporting
period. All differences arising on settlement or translation of monetary
items are taken to the profit or loss.
2 JRE SRS DA SN R B I 6 W H AT - Non-monetary items that are measured at historical cost in a foreign
FE O AR ASM M st s JE W TE H - R currency are not retranslated. Non-monetary items measured at fair value
A fEE B2 RE SR o R JE R TE B AL in a foreign currency are translated using the exchange rates at the date
JEE A Y M) B 2 B R R Ao R A AL AR when the fair value was determined. The gain or loss arising on translation
14 28 ) B A8 2 (4 R ik — e of a non-monetary item measured at fair value is treated in line with the
recognition of the gain or loss on change in fair value of the non-monetary
item.
6 ~ BB U5 &2 % 6. RELATED PARTY TRANSACTIONS
6.1 BT 05 S BR 6.1  The policy for lending to related parties
ARAT IR BR BB 7 28 o I A 5 S A ) B A A Connected transactions of the Branch should be in line with the principles
225 M W A B SRR AT YA R R E A R 5 ) - of honesty, credibility and equity. We manage connected transactions in
S i B2 SR EAT ¥ RH A B A0 AR o — R B I S accordance with the relevant regulations of local supervisor and Parent
by R ARAT R SR LG A AR R IR ATT A Company and conduct information disclosure and external reporting as
TP RE R 22 AN 7 AT AL required. Connected transactions should be approved by top management
level or higher level credit authority as credit committee regarding the
internal facility granting procedure.
62 BBARS 6.2  Related party transactions
R T AE A I 5 i R LA B R E 5 AR BEER AN > AT In addition to the transactions detailed elsewhere in these financial
SRR Dy AR L H SR T statements, the Branch had the following transactions and balances with
related parties during the year:
T8
MOP’000
BHERA Operating income 763,540
ESa Operating expenses 914,301
L AIES Placements with other banks 50,532,233
SRATIR] PR Interbank takings 53,317,943
BN BGK Loans and advances 4,229,353
Hopth & {5 Other liabilities 401,540
4 B RAT AR 3K Cash and balances with banks 7,661,525
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7.1

(a)

(b)
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7.1

(a)

(b)

CREDIT RISK
Qualitative disclosure
Definition and scope

Credit risk is the risk of loss arising from a borrower or counterparty’s failure
to perform its obligations. Operational failures which result in unauthorised
or inappropriate guarantees, financial commitments or investments by the
Branch may also give rise to credit risk. The Branch’s credit risk is mainly
attributable to its loans, due from banks and other financial institutions and
financial investments. The Branch is also exposed to credit risk in other
areas. The credit risk arising from derivative financial instruments is limited
to derivative financial assets recorded in the statement of financial position.
In addition, the Branch provides guarantees for customers and may therefore
be required to make payments on their behalf. These payments would be
recovered from customers in accordance with the terms of the agreement.
Therefore, the Branch assumes a credit risk similar to that arising from loans
and applies the same risk control procedures and policies to reduce risks.

Credit risk assessment method

The Branch classifies financial instruments into three stages and makes
provisions for ECL accordingly, depending on whether credit risk on that
financial instrument has increased significantly and whether the assets
have become credit-impaired since initial recognition. Refer to note 5.3(e)
Impairment of financial assets for the definition of the three stages.

In addition, the Branch adopts loan grading criteria which divide credit
assets into five categories with reference to the AMCM’s guidelines, as
below:

Loan classification

- Pass: loans where borrowers are current in meeting commitments
and full repayment of interest and principal is not in doubt

- Special Mention: loans where borrowers are experiencing difficulties
which may threaten the institution’s position;

- Substandard: loans where borrowers are displaying a definable
weakness that is likely to jeopardise repayment;

- Doubtful: loans where collection in full is improbable and the
institution expects to sustain a loss of principal and/or interest after
taking account of the net realisable value of security;

- Loss: loans which are considered uncollectible after exhausting all
collection efforts such as realisation of collateral, institution of legal
proceedings, etc.
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(c)

(d)

Significant increase in credit risk

The assessment of significant increase in credit risk and whether the assets
have become credit-impaired since initial recognition is performed at
least on a monthly basis for financial instruments held by the Branch. The
Branch takes into consideration all reasonable and supportable information
(including forward-looking information) that reflects significant change in
credit risk for the purposes of classifying financial instruments. The main
considerations are regulatory and operating environment, internal and
external credit risk rating, debt-servicing capacity, operating capabilities,
contractual terms, and repayment records. The Branch compares the risk of
default of a single financial instrument or a portfolio of financial instruments
with similar credit risk characteristics as at the end of the reporting period
and its risk of default at the date of initial recognition to determine changes
in the risk of default over the expected lifetime of a financial instrument or
a portfolio of financial instruments. In determining whether credit risk of a
financial instrument has increased significantly since initial recognition, the
Branch considers factors indicating whether the probability of default has
risen sharply, whether the financial instrument has been past due for more
than 30 days, whether the market price has been falling continuously and
other indicators.

Parameters, assumptions and estimation techniques

ECL for a financial instrument is measured at an amount equal to 12-month
ECL or lifetime ECL depending on whether a significant increase in credit
risk on that financial instrument has occurred since initial recognition.
The loss allowance for loans and advances to customers, other than those
corporate loans and advance to customers which are credit-impaired, is
measured using the risk parameters method. The key parameters include
Probability of Default (“PD”), Loss Given Default (“LGD”), and Exposure at
Default (“EAD”), considering the time value of money.

PD is the possibility that a customer will default on its obligation within a
certain period of time in light of forward-looking information. The Branch’s
PD is adjusted based on the results of the Internal Ratings-Based Approach
and taking the forward-looking information into account and deducting the
prudential adjustment to reflect the debtor’s point-in-time PD under the
current macro-economic environment.

LGD is the magnitude of the likely loss if there is a default. The Branch
estimates LGD parameters based on the history of recovery rates of claims
against defaulted counterparties, taking into account forward-looking
economic assumptions where relevant. The LGD models consider the
structure, collateral, seniority of the claim, counterparty industry and
recovery costs of any collateral that is integral to the financial asset.
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EAD represents the expected exposure in the event of a default. The
Branch derives the EAD from the current exposure to the counterparty and
potential changes to the current amount allowed under the contract and
arising from amortisation. The EAD of a financial asset is its gross carrying
amount at the time of default. For lending commitments, the EADs are
potential future amounts that may be drawn under the contract, which are
estimated based on historical observations and forward-looking forecasts.
For financial guarantees, the EAD represents the amount of the guaranteed
exposure when the financial guarantee becomes payable. For some financial
assets, EAD is determined by modelling the range of possible exposure
outcomes at various points in time using scenario and statistical techniques.

The assumptions underlying the ECL calculation, such as how the PDs and
LGDs of different maturity profiles change are monitored and reviewed on a
quarterly basis by the Branch.

There have been no significant changes in estimation techniques or
significant assumptions adopted in ECL calculation during the year.

The impairment loss on corporate loans and advance to customers is
measured/calculated based on discounted cash flow method. The amount
of the loss is measured as the difference between the asset’s gross carrying
amount and the present value of estimated future cash flows discounted
at the asset’s original effective interest rate. The impairment is recognised
through an allowance account in the profit or loss.

In determining allowances on an individual basis, the following factors are

considered:

1. The sustainability of the borrower’s business plan;

2. The borrower’s ability to improve performance when a financial
difficulty arises;

3. The estimated recoverable cash flows from projects and liquidation;

4. The availability of other financial support and the realisable value of

collateral; and
5. The timing of the expected cash flows.

The Branch incorporates management overlay to address model
ineffectiveness prospectively when necessary.
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(e)

7.2

7.2.1

Forward-looking information contained in ECL

The Branch incorporates forward-looking information into both the
assessment of whether the credit risk of an instrument has increased
significantly since its initial recognition and the measurement of ECL.

The Branch formulates three economic scenarios: a base case, which is
the median scenario assigned a 60% probability of occurring, and two less
likely scenarios, one upside and one downside, assigned a 15% and 25%
probability of occurring respectively.

The Branch has identified and documented key drivers of credit risk and
credit losses for each portfolio of financial instruments and, using an analysis
of historical data, has estimated relationships between macro-economic
variables and credit risk and credit losses. Hong Kong unemployment rate,
Macau investment component in Macau GDP, Macau unemployment rate,
and China GDP differences are considered as the key drivers of credit
risk. The impact of these economic variables on the PD and LGD has been
determined by performing statistical regression analysis to understand the
correlations among the historical changes of the economic variables, PD and
LGD. Forecasts of these economic variables are carried out at least semi-
annually by the Branch that provide the best estimate view of the economy
over the next year.

When calculating the weighted average ECL provision, the Branch
determines the optimistic, neutral and pessimistic scenarios and their
weightings through a combination of macro-statistical analysis and expert
judgement.

As at 31 December 2022, the Branch has taken into account different
macro-economic scenarios, and made forward-looking forecasts of macro-
economic indicators. Of which, the year-on-year Hong Kong and Macau
unemployment rates used to estimate ECL are 4.11% and 3.55%, respectively,
in the neutral scenario for 2023.

Quantitative disclosure

Geographic distribution of exposures

The following table sets out information of the credit exposures broken
down in significant geographical segment by loans and commitment, debt
securities and financial derivatives. A significant geographical segment

means an area to which not less than 10% of the relevant type of credit
exposures.
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a. B IR ARG a. Loans and commitment
T WM
MOP'000
i I BORF ~ 208 WM 4 A Ho At 24 7] At
Government or Financial Other
Region Public Sector Institution Company Total
i
China - 6,874 9,935,935 9,942,809
o A
Hong Kong - 1,606,160 9,033,455 10,639,615
] R Y
Macau - 345,540 - 345,540
HAt
Others - 1,606,160 2,087,714 3,693,874
b. 1T i 75 b. Debt securities
THM 7
MOP'000
i I BURF ~ 28 B HE 4 b R HAl 2 W) Hat
Government or Financial Other
Region Public Sector Institution Company Total
]
China 921,993 4,540,581 866,267 6,328,841
o B A
Hong Kong - 2,581,651 - 2,581,651
H ] R
Macau 2,500,000 4,630,502 701,571 7,832,073
HoAt
Others - 202,423 - 202,423
c EMfTE 1A c Financial derivatives
THM
MOP'000
b [ BUR ~ B £ Tl B HoAh 2w L
Government or Financial Other
Region Public Sector Institution Company Total
o B e
Hong Kong - 525,016 - 525,016
H R R Y
Macau - (524,177) - (524,177)
HAt
Others - (293) - (293)
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d Faal ¢ 0'5.0¢ d. Loans and advances to customers
T#MT
MOP'000
TG AR
Expected credit loss
Hi 55 % P8R kA £ 5K s Be — R Br — R B =
Gross Impaired
Region amount amount Stage 1 Stage 2 Stage 3
Y
China 7,931,654 - 15,846 - -
Hh i A i
Hong Kong 9,226,081 - 38,116 - -
HoAtr
Others 1,284,634 - 4,574 - -
7.22 BAFITHRS M
7.2.2 Industry distribution of exposures
T
MOP'000
FEWIfE R
Expected credit loss
(FE 3 % P8R O A £ 5% P Bt — [ = - Mg B =
Gross Overdue

Industry amount amount Stage 1 Stage 2 Stage 3
Agriculture and fisheries 115,180 - 79 - -
PR .26
Mining industries - - - - -
s T
Manufacturing industries 7,716,573 - 34,502 - -
T REEOR Rk
Electricity, gas and water 257,304 - 328 - -
RER AL TR
Construction and public works 771,706 - 1,315 - -
i YIS
Wholesale and retail trade 287,950 - 336 - -
A~ A HE s A B AT
Restaurants, hotels and similar - - - - -
g~ A e Fod
Transport, warehousing and communications 1,030,861 - 667 - -
I B G
Non-monetary financial institutions 809,954 - 133 - -
%4
Gaming - - - - -
s
Exhibition and conference - - - - -
BH
Education - - - - -
FRRHE
Information technology 2,191,988 - 8,599 - -
HAbA7 %
Other industries 5,260,853 - 12,577 - -
(EPN=¢-
Personal loans - - - - -
a
Total 18,442,369 - 58,536 - -
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7.2.3 FERAGZZE H 5307 7.2.3 Maturity analysis on assets and liabilities
TW|MT
MOP'000
B MEEE AN 1E3WA A E1E 1234 3EPL B3] At
From 3
On Upto Fromlto monthsto From 1 Over  Indefinite

Assets Demand 1month 3 months lyear  to3vyears 3 years period Total
e VST
Loans and advances - 2,622,957 2,986,048 3,583,064 7,965,666 1,284,634 - 18,442,369
7~ Pkl 308
Cash and balances with and loans and advances

to banks 7,885,536 11,940,506 27,746,730 20,410,476 2,007,700 - - 69,990,948
3
Certificates of deposit held - 1,151,800 1,382,160 5,787,320 - - - 8,321,280
WM e R e Mg
Securities issued by Macao SAR Government

and/or AMCM - - - 2,500,000 - - - 2,500,000
HoAh7s 57
Other securities - 184,714 1,828,216 920,707 1,678,426 1,511,645 - 6,123,708
£18
Liabilities
[e] A7 HOM AR A 3R
Deposits and balances of banks and financial

institutions - 30,167,896 20,494,498 15,355,453 - 2,328,932 - 68,346,779
DNIBEREAER
Deposits from public sector entities 1,337 2,453,403 - - - - - 2,454,740
B F BB A T A
Deposits from holding and associated companies - - - - - - - -
LR
Deposits from non-bank customers 7,193 - 4,818,480 - - - - 4825673
BATAF A
Certificates of deposits issued - 4,736,852 16,457,827 4,778,435 - - - 25973114
AT IR
Other securities issued - - - 1,996,834 2,007,700 - - 4,004,534

7.2.4 A1 & IR B 5 T 7.2.4 Ageing analysis of accounting past due exposures
20224F K 5 AE W E o There was no past due asset during the year.
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7.2.5 BE LRSS 7.2.5 Credit quality analysis under regulatory asset classification
a. IGES-¢ 0554 a. Loan and advances to banks

T#|MT
MOP'000

T 5 R R
Expected Credit Loss
B G
ig: | W i i 7 R s Be — W B — R B =
Real Guarantee
Classification Gross Amount Value Stage 1 Stage 2 Stage 3

E#
Pass 207,079 - 10 - -
Special Mention - - - - -
Substandard - - - _ _
A e
Doubtful - - - - _
Bk

Loss - - - - -

ik

Total 207,079 - 10 - -

b. Fa9Sl-v ¢ /k:T¢ b. Loans and advances to customers

T#|MT
MOP'000

T 5 R K
Expected Credit Loss
F PG
ig: | W i i3 7 fHAL s Be — W B — R B =
Real Guarantee
Classification Gross Amount Value Stage 1 Stage 2 Stage 3

E#
Pass 18,442,369 - 58,536 - -
B
Special Mention - - - - -
Substandard - - - _ _
nf BE
Doubtful - - - _ _
ok

Loss - - - - -

it

Total 18,442,369 - 58,536 - -
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c T s 2% c. Debt securities
T
MOP'000
TR R
Expected Credit Loss
jegzEifuNT
ig: | W i i3 A fEAE s B — R Be — R B =
Real Guarantee
Classification Gross Amount Value Stage 1 Stage 2 Stage 3
E#
Pass 16,944,988 - 3,207 - -
B T
Special Mention - - - - -
Substandard - - - - -
AJ 5t
Doubtful - - - - -
(PN
Loss - - - - -
fat
Total 16,944,988 - 3,207 - -
8~ i LR 8. MARKET RISK
8.1 El:at 8.1  Qualitative disclosure
77 35 A B L H Y DL B Rk A description of its risk management objectives and policies on market risk;
ASAT 114 T 35 JEL B B R - 4 A1 B B 2 0 R % The objective of market risk management is to obtain the best balance of
R E > DL R AR BT 4 Y SR AL i EE A Y JE B A ] risk and return of the Branch’s positions arising from movements in foreign
oo AT Y T 45 JE g A LB SR I R 6L A JEL B R exchange rates, interest rates and changes in credit market condition.
R - BTG > 58 5 BT DA SRR I IR R A Our market risk policies and processes include risk limits and exposures
20224F ACAT A A8 0 5 7T By JEL B A B LA A 4R management, stress-testing, counterparty evaluations and country risks
TH i 3 A B A B B R R AR 52 T 3 L B A R assessment. In 2022, we continued to strengthen market risk management
B > {2 T My UG A B R AT B R o by improving policies and procedures, risk reporting and limit management.
9~ IR K 9. INTEREST RATE RISK
9.1 E:HHk 9.1  Qualitative disclosure

44

(@ AR AP

SRATIR 5 I 5 JaL B 46 ] AOK HE - HI R A5
S5 O ) 8 58 AL SR GR AT R A B (1 Y
Wi 4 7 2 TR R SR BR AT BRAT IR B AL Y
WERE LI T - 0T - M R AR A T

HE WA 4 5 B

(a)

The nature of interest rate risk;

The interest rate risk of the banking book refers to the risk of loss
of the economic value and overall income of the banking book due
to adverse changes in interest rate levels and term structure. Our
banking book mainly consists of investments denominated in USD,
HKD and RMB, therefore our interest rate risk arises from fluctuating
USD and RMB interest rates, which may reduce the values of our
investments.
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(b) R TR (R4 SRR B2 I S IOAT i B AR

w7 B AR SRR T A 20 E A A R AT
AL B B BRI 2 A B S IR R B
AR BRAT & AT N IR E BRI IR A 2
b > e AT Al B A A R A A )
SRATIR 7 M) 5 gy A 1 B

(c) M Jm gl 9 LA

AAT A A ORI AR G S (R R A
IR BCE I A > e PRI & AT 1 B
IRt 4 o AR AT 55 2= A 2 AR S )
B SRAT IR 0 7E ) A8 52 B K S ) 1Y
UL BRI A2 53 W) 20017 5 2 5 - AT
TN -

P Ae Jm B
S A 2

TRPTIS A7 SR U B BB S0 > AT T AR B B
G HEUE R0 B I P PR e AR B8R A LB
R > A o o0 A R AR I R A R K
S5  E TR 2 B AR BRERAT - R AR
H 4 o

AT — 0 Wk A v BE AL 45 AR S B T A e 2022
AE o ARAT N oA AN R B BR TR > R AL B B
Wi e R > ) T S AE R B B AR -
KEB R -

20224F AR AT 45 A7 Jl x84 G A > 5 AR D e 4
PRAF MR AL AT

HEE 2% L it
S A e
AT 9 B AR A B2 05 B 54T b B B

BB o ASAT $e B W o BT R o A% W TR i O
5 2t o0 i R M S B A o

10.

10.1

11.

(b)  Key assumption regarding loan prepayments and behaviour of non-
maturity deposits;

When the Branch receives the borrower requirement in advance
of early partial or fully repayment of the loan and customer early
withdrawal of deposit in partial or full, the Branch requires to assess
with prudence on the effect of the account’s interest rate risk incurred
due to the changes of duration of the related asset liability besides
complying the Branch internal compliance approval process.

(c) Frequency of interest rate risk measurement;

Each month we monitor the duration of our bond investment to
ensure that it is within our policy and risk appetite. Each quarter we
assess the impact on the capital and economic value of the Branch
account resulted from interest rate change by 200 basis points.

OPERATIONAL RISK
Qualitative disclosure

The Branch has an advanced operational risk management mechanism
and implements the “Consolidated Management, Divisional Control and
Segregated Authorization” control model to ensure the identification,
assessment, analysis and control of operational risks are effective and
maintain the level of operational risks within an acceptable range to
maximize bank value and protect the interests of customers and the public.

The Branch as always places significant emphasis on the operational risk
management. In 2022, the Branch continued to implement operational risk
identification and the evaluation of the effectiveness of internal control,
promote risk management in key areas, optimize business processing
systems and risk management systems, and strengthen the performance
of accountability in order to reinforce the fundamental framework of the
operational risk management.

In 2022, the Branch’s operational risk management is considered properly
operated with effective risk management measures.

FOREIGN CURRENCY RISK

Qualitative disclosure

The Branch takes on exposure to effects of fluctuations in the prevailing
foreign currency exchange rates on its financial positions and cash

flows. The Branch has set limits on positions by currency. Positions are
independently monitored against the approved limits on a daily basis.
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112 ERIWE 11.2 Quantitative disclosure
(a)  HIHIMER)FRAE R BT 5 (a)  The total net long and total net short positions in foreign currencies:
(M e %A
(in MOP’000 equivalent)
AL 4 U HE C 1 Y HE
HRMFEE JHE & Z Yy 1 HR R AT
T M sl R o e 1 M o 0 %
Net open Net open position
position excluding Net position in including
option contracts option contracts option contracts
B Currency long or short long or short long or short
NG Chinese renminbi 1,985 1,985
T Hong Kong dollars 28,180 28,180
ESH US dollars 208,684 208,684
FoAtb Others 7,221 7,221
(b)  FFE A P FE 4G T 10989 B Rl (b)  The information in a particular foreign currency whose net position (in

absolute terms) constitutes not less than 10% of the total net position in all

foreign currencies:

# 76 (J5 ¥ ) /HKD (Original CCY)/F 75’000

o953 ffH
Assets Liabilities
SIG)
Spot - (647,226)
HA T
Purchases Sales
i
Forward 674,585 -
BT IE A E N RETT 15 L AR S RE & A 0 TR A B A
Net options position, calculated on the basis of the delta-weighted position of the relevant option contracts - -
TR U 3
Net long (or net short) position - 27,359
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%76 (Ji ) /USD (Original CCY)/T-76°000

93 fifH
Assets Liabilities
R
Spot 112,144 -
HA ]l
Purchases Sales
7 1
Forward - (86,159)
P T AT VA 49 EIRE O VA R AR B R A A9 R R U
Net options position, calculated on the basis of the delta-weighted position of the relevant option contracts - -
HR () B
Net long (or net short) position. - 25,985

12 ~ i E i B
12.1 8 Mgk

L ) 1 S 2 8 AR AT S5 A IE R JEE ) A DT
TRIEAT H ) AT RSB 10 JB W o 5 T R B
JEBE - AATER T R A SRR E S MBI A
A SR G SR RE T > LI IR E B R
P BB A TR E M 5 I R 3 % TR B VR 4
BRA TR 45 A B 4 > D R R 7 LA R £ R B

12. LIQUIDITY RISK
12.1 Qualitative disclosure

Liquidity risk refers to the risk of the Branch’s business being unable to
meet due payment obligations under normal and stressful circumstances. In
order to control liquidity risk, the Branch holds sufficient funds and other
liquid assets while having the ability to raise funds quickly as to maintain
the liquidity of assets and the stability of liabilities. The Branch forecasts on
a daily basis and continuous monitoring with timely adjustments of various

A A R A 2 B KT o liquidity indicators to ensure that liquidity is maintained at moderate levels.
122 ERWE 12.2  Quantitative disclosure
F#MzE,
Harke
MOP'000/%
5 3 S 3% W] B T B e AR SR
Minimum weekly amount of cash in hand 419,597
B -1 n] T B R AR
Average weekly amount of cash in hand 608,468
B B E
Specified liquid assets 14,217,886
FLAE AT AE T ¥ 2 SR B B A0 Bl
Ratio of specified liquid asset to total basic liabilities 61%
A -4 9 ) 1 H
One-month liquidity ratio in the last week of each month 80%
AR AT R A
Three-month liquidity ratio in the last week of each month 79%
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13~

48

it W]

()

(®)

Brke Al GE W Ah > DL E B E R A
TZH=1+—H-

AAT T o TR BRAT R A IR A B AT 2
— o WCHR R AR A B IRGR o P B TR AR
TImARARNGEER AL FEE
K INH M ARBEEAME S A HEME
JB R A% B R S 40 B AR A SR A LA T A

http://www.icbc-ltd.com/ICBCLtd/4% & & B 1R/
B 15 L B 5 i/

13.

NOTES

()

(b)

The time of all data is on December 31, 2022 without specification.

The Branch is one of the branches of Industrial and Commercial
Bank of China Limited, so there is no need to prepare consolidated
financial statements. The comprehensive capital adequacy ratio,
capital and reserves, balance sheet, income statement, list of the
shareholders and board of directors of Industrial and Commercial
Bank of China are listed on the following website in detail.

http://www.icbc-1td.com/ICBCLtd/InvestorRelations/Financial
Information/Financial Reports/
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