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BANCO COMERCIAL DE MACAU, S. A.
REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 DECEMBER 2009

¢tKS 5ANBOGZ2NAR 2F .lyo02 [/ 2YSNOALFf RS al O dz=
the audited financial statements for the year ended3dcember 2009.

Principal activities

BCM is a limited liability company by shares incorporated and domiciled in the Macau ¢
''RYAYAAGNY GAQGS wS3AA2y oWa{!wQ 2N Wal Ol dzQ(
providing retail, commeilal and private banking and other related financial services to
customers.

Results and appropriations
The results of thdBank for the year ended 31 Decbar 2009are set in the Income Statement ¢

page 8.

The following appropriations &f009 net profit will be proposed by the Directors for approval by
shareholders at the forthcoming Annual General Meeting! Da QU

Macau Patacas (MOF

Retained earnings at 31 December 2008 after appropriations 357,688,763
Net profit for the year ended 31 December 2009 85,251,219
Retained earnings at 31 December 2009 442939,982
Transfer to legal reserve [10% (Note 34)] (8,525,122

Retained earnings at 31 December@@after appropriations 434,414,860

The Drectors do not recommend the payment of any dividend.

{ K NBK2f RSNBEQ Sl dzA G &

az2@SYSyilia Ay &aKIFINBK2f RSNERQ Sljdz (& the Btatdmind of
Changes in Equity on page 10.
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BANCO COMERCIAL DE MACAU, S. A
REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 DECEMBER 2009
(Continued)

Directors

The following persons werappointed as Diectors at the &M held on 29 March 2007 for the
triennium 20072009 andcontinue in office at the date of this report:

David Showveh Wong (Chairman)

HonHing Wong (Derek Wong)

Gary Palting Wang

Harod TsuHing Wong

LungMan Chiu (John Chiu) (Chief Executive Officer)

Kenneth Chan Sou Chao

Antonio Candeias Castilho Modesto

Directors for the triennium 2012012 will be elected inhie forthcoming AGMo be held within the

first quarter of 2010 until which date the same persons above remain in office in accordance
the. ' y1Qa O2yaildArddziazy o

Directors interests in contracts

None of the [rectors had a beegficial interest in any contract of significance to the business of
Bank to which the Bank, any of its holding companies or fellow subsidiaries, was a party dur
year.

S5ANBOGI2NBQ AyiSNBaida Ay SldaidArsSa 2N RSoSyi

At no time during the year was the Bank, any of its holding companies or fellow subsidiaries,
ofanyaNJ yaASYSy G G2 Sietctadtdacquife Benefits hyjmeans obthe acquisitior
shares or debentures of the Bank.

Page5 of 43



BANCO COMERCIAL DE MACAU, S. A
REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 DECEMBER 2009
(Continued)

Events subsequent tbalance sheet date

Other than those disclosed in Note 35 to the financial statetsgethe Directors are not aware of ar
other event that has occurred since the end of the financial year that has significantly affecte
Bank.

Management contracts

The Bank entered intb y | ANBSYSyd 6 W/ 2rafivddsérfdd) ! ARBEERE
W1 ANBSYSyiaQos 02 YYSy Qukhirdefidtg dumtiororég@@ng thépudvision o
servicesby Dah Sing B/ 1 = [ A YA (i S RarehtBa&mpanRu > . / a Q&

The Bank shall pay to DSB, for services reediéo the Bank LISNJ 5{ . Q& LISNA 2
Bank shall review the fees at the end of each year.

Under the terms of the agreement, either party can terminate it by giving notice in writing tc
other party if the other party comits any material breach of any terms of the agreement and s
have failed to remedy the breach within 30 days after the receipt of the request in writing.

In addition, the Bank enters into various outsourcing arrangements with unrelatedepadrt the
areas of security, provision of electronic and brokerage services and othieict) terms are set ir
accordance withthe Guideline on Outsourcingsued by AMCM under CirculaP.N032/B/2009¢

DSB (AMCM).

These arrangements aim adilitating the operation of the Bankmprovethe qualityand diversify
the range ofservicegrovidedto customers.

Auditors

The financial statements have beendited by PricewaterhouseCoopers who retire and, bei
eligible,offer themselves for reappointment.

Byand an behalf of the Board

(Signed on the original) (Signed on the original)
LungMan Chiu (John Chiu) Gary Palking Wang
(Chief Executive Officer) (Director)

Macau, 23ebruary 2010
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Lb59t9b59b¢ ! 5L¢hwQ{ w9t hwt
TO THE SHAREHOLDERS OF BANCO COMHERZKCTAU, S. A.
(Incorporated in Macau with limited liability by shares)

We have audited the financial statementsof Be2 / 2 YSNDA L f RS 281 @l dza Qp vaBd
43, which comprise the balance sheet as at 31 December 2009, and the income statement, statement of ch:
equity and cash flow statement for the year then ended, and a summary oifisant accounting policies an
explanatory notes.

S5ANBOG2NEQ NBaLRyaArAoAfAdGe F2NJ GKS FAYLFLYyOALf adl G

The drectors are responsible for the preparation and the true and fair presentation of the financial stateme
accordance with FinancialeRorting Standards issued by the Government of the Macao Special Administ
Region. This responsibility includes designing, implementing and maintaining appropriate internal control rele
the preparation and the true and fair presentation of fircdal statements that are free of material misstatemel
whether due to fraud or errorselecting and applying appropriate accounting policies; making accowrgiimates
that are reasonable in the circumstances; and keeping proper and accurate accaectnds.

l dZRAG2NDR&a NBalLRyaroAftAle

Our responsibility is to express an opinion on these financial statements based on our audit and to rep
opinion solely to ya, as a bodyand for no other purpose. We do not assume responsibilityaxls or accept
liability to any other person for the contents of this report.

We conducted the audit in accordance with Auditing Standards and Technical Standards on Auditing iskae
Government of Macao Special Administrative Regioros&hstandards require that the Auditor complies wi
relevant ethical requirements and plans and performs the audit to obtain reasonable assurance as to whet
financial statements are free from material misstatement.

An audit includes @rforming appropriate audit procedures to obtain audit evidence supporting the amounts
RA&Of 2adz2NBa Ay GKS TFAYyFyOALl aidrdsSySyitaeo ¢KS LI
judgment, including the assessment of the risks of matenisstatement of the financial statements, whether di
G2 FNIXdzZR 2NJ SNNEBENX» Ly VYIl1Ay3a (K2aS$S Nral laasSaavs
preparation and true and fair presentation of the financial statements in ordedtesign audit procedures that ar
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
SydAaideqQa AyiaSNylrt Ozeyaudtigithe agprdpridteteRsiofl acdodinting policigsQuisedizReS
reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentatio
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to providesafdrasur audit
opinion.

Audit opinion
In our opinion, the financial statements give a true and fair view, in all material respects, of the financial pos
Banco Comercial de Macau, S. A. as at 31 December 2009 and of its opevstitgand cash flows for the yea

then ended in accordance with Financial Reporting Standards issued by the Government of the
Administrative Region.

(Signed on the original)
Tsang Cheong/ai
Registered Auditor
PricewaterhouseCoopers

Macau, 23ebruary 2010
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FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commissio income
Dividend income

Net trading(loss)/income
Other operating income

Operating income

Operating expenses

Operating pofit before bad debt provisions

Impairment loss on loans and advances to custom
Impaiment loss oravailablefor-sale securities

Recoveries of loans and interest previously

written off
Profit before income tax
Income tax expense

Profit for the year

Attributable to:

Equity holders of the Bank

The notes orpages 12 to 43re an integral part of these financial statements.

Note

~

10

11

Page8 of 43

2009

301,761
(96,099

205,663

38,141
(3,549

2008

400,208
(192,248)

34,600

1,147

(618
6,186

207,960

37,418
(2,167)

246,978

35,251

1,025
13,837
8,692

(143,429

266,765

103,549

(139,216)

(10,73

1,284

127,549

94,102

(40,139)
(40,284)

971

(8,85

48,097

85,251

(7,734)

85,251

40,363

40,363




FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

BALANCE SHEET AS AT 31 DECEMBER

Assets
Cash and balances with banks
AMCM monetary bills

Placements with and loans and advances to banks

Loans and dvances to customers

Investment seclities - Designatechsat FVTPL
Investment securities Availablefor-sale
Investment securities Heldto-maturity
Investment securities Loans and receivables

Other irvestments

Intangible assets

Premises and other fixed assets
Deferred income tax assets
Other assets

Total assets

Liabilities

Balances and deposits from banks
Deposits from customers
Certificates of deposit issued
Other liabilities

Current income tax liabilities
Provisions

Total liabilities

Equity

Share capital
Share premium
Legal reserve
AFS reserve
Retained earnings
Total equity

Total liabilities and equity

Note

12
13
14
15
18
19
20
21
22
23
24
30
25

26
27
28
29

33

34

2009

431,200
1,133,646
2,637156
5,704,824

876

168,722

281,50

344,962

37,935

5,706
98,678
11,640
41,609

10,898,473

2008

429,455
1,169,233
2,207,319
5,807,119

11,426

252,553

162,625

340,545

37,915
5,263
101,652
12,159
47,590

67,979
9,723907
207,257
31,658
10,82
520

10,584,854

10,042,143

73,386
9,340,396
346,782
53,869
6,939
599

225,000

50,000
154,956
(16,566
442 940

9,821,971

856,330

225,000

50,000
150,920
(24,762)
361,725

762,883

10,898,473

10,584,854

Approved and authorized for issig the Board of Directors on Z=bruary201Q

(Signed on the original)

(Signed on the original)

David Shotreh Wong (Chairman)

(Signed on the original)

HonHing Wong (Derek Wong)

(Signed on the original)

Gary Palting Wang

(Signed on the original)

Harold TstHing Wong

(Signed on the original)

LungMan Chiu (John Chiu) (Chief Executive Officer)

(Signed on the original)

Antonio Candeias Castilho Modesto

Kenneth Chan Sou Chao

The ndes on @ages 12 to 43re an integral part of these financial statements.
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FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

STATEMENT OF CHANGES IN EQUITY

Balance as at 1 January 2008
Availablefor-sale investment revaluation
Amortization to income statement due to reclassification
of availablefor-sale investments to loans and receivables
Availablefor-sale revaluation tax impact
Transfer to legal reserve
Net profit for the year

Balance as at 31 December 2008 and 1 January 2009 ®efo
appropriations

Availablefor-sale investment revaluation
Exchange rate impact dristorical cost of investments
reclassified out ovailablefor-sale to loans and receivable
Amortization to income statement due to reclassification
of availablefor-sale investments to loans and receivables
Avdlable-for-sale revaluation tax impact
Transfer to legal reserve
Net profit for the year

Balance as at 31 December 2009 before appropriations

Share Share Legal Available Retained Total
Capital Premium Reserve for-sale Earnings Equity
(Note 33) (Note 34) Investment
Revaluation
Reserve
ow! C{ w
225,000 50,000 144,229 (30,890 328,053 716,392
- - - 4,706 - 4,706
- - - 2,258 - 2,258
- - - (836) - (836)
- - 6,691 - (6,69) -
- - - - 40,363 40,363
225,000 50,000 150,920 (24,762 361,725 762,883
- - - 4,964 - 4,964
- - - (149) (149)
- - - 4,499 - 4,499
- - - (1,118 - (1,118)
- - 4,036 - (4,039 -
- - - - 85,251 85,251
225,000 50,000 154,956 (16,569 442 940 856,330

The noteson pages 2 to 43are an integral part of these financial statements.
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FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

CASH FbW STATEMENT FOR THE YEAR ENDED 31 DECEMBER

Cash flows from operating activities

Interest income received

Interest expense paid

Dividends received

Net fee and commission income received

Net trading incomeeceived

Recoveries of loans and interest previously written off

Other operating income received

Other operating expenses paid

Personnel expenses paid

Income tax paid

Net cash flows from operating activities before changes in
operating assets and operating liabilities

Changes in operating assets and operating liabilities

Net (increase)tlecrease in AMCM monetary bills with angl
maturity of more than 3 months

Net (increase)/decrease in placements with and advances to
banks with original maturity of more than 3 months

Net decrease/(increasejn loans and advances to customers

Net decreasé (increase)n other operating assets

Net (decrease) in loans and deposits from banks

Net increasen deposits from customers and
certificates of deposit issued

Net decreaseén other operating liabilities

Net cash flows from operating assets and operating liabilities

Cash flows from investing activities

Purchasef intangible assets

Purchasef premises and other fixkassets

Proceeds from disposaf premises and other fixed assets

Purchasef availablefor-sale investments

Proceeds from disposalédemptionof availablefor-sale
investments

Purchasef heldto-maturity investments

Proceeds from redemptioaf heldto-maturity investments

Purchasef other investments

Net cash flows from investingctivities

Net cash flows from fiancingactivities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Cash and cash equivalents comprise:

Cash and balances with banks and AMCM

Items in course of collection from other banks

AMCM monetary bills and placements with and loans and

advances to banks with originalaturity up to 3 months
Total cash and cash equivalents as at 31 December

2009

305,649
(93,870
1,147
34,597
17,366
1,284
6,186
(49,259
(81,699
(5,567)

135,842

2008

400,133
(195,176)
1,025
35,349
16,954
971
8,692
(46,923)
(90,795)
(19,711)

(509,25

(550,904)
89,869
185
(5,407

242,86
(23,119

110,519

(755,823

326667

380,951
(411,703)
(4,320)
(82,861)

225,418
(6,948)

(2,499
(6,669

39
(6,664)

92,858
(118,65)

427204

(41,5795

(2,815)
(29,063)
8,141
(172,812)

128,907
(159,643)
107,907
(26,433)

(143,090)

(661,560

2,697,683

394,633

2,036,123

2,303,050

402,346
28,8%

1,604,923

2,697,683

2,036,123

379,131
50,324

2,268,228

The notes on pages 12 to 48 an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

All amounts irthousands of Macau Patacas (MOP) unless otherwise stated

2.1

General information

.y O2 [/ 2YSNOALFE RS al ®mhdmporgtedant domicilédyh Magk
where it providesa wide range offinancial services including tesl, business anc
institutional banking The Bank ia limited liability company by share$he address of it
registered office is at Avenida da Praia GraNdé72, Macau.

In its retail banking activities, the Bank handles individalaicii 2 Y S NBE @ cuRedtl..
savings and term deposit accourggnd provides consumer and housing loans, overdre
credit cards, insurance products and other banking services such as remittances.

In its businessand institutional oriented activities, the Bank handles current and tet
deposit accounts as well as property, busingssject and trade finance facilitie®anking
guarantees and letters of credit for corporate, institutional and high net worth custome

The bank also provides investment productmsuranceand stock trading services t
various segments of its clientele.

./ aQad AYYSRAFGS IyR dzZ GAYIFIGS K2t RAy3a (
Dah Sing Financial Holdings Limitgt5({ C1 QU X 620K 2F gKA OK
in Hong Kong. DSHK#isted on theStock Exchangaf Hong Kong Limited

¢CKS FAYFIYOALFE NBIdzA I G62NE FdziK2NRGE A&

These financiaktatements are presented in thousands of Macau Patacas (MOP), L
otherwise stated.

These financial statements have been approved for idgsuéhe Board of Directors on 2
February 2010.

Summary of sigriicant accounting policies

The principal accounting policies applied in the preparation of these financial stater
are set out below. These policies have been consistently applied to all years pres
unless otherwise stated.

Basis of preparation

The financial statements of the Bank have been preparestaordance with thd-inancial
Reporting Standards issued by the Government of Macau Special Administrative |
under Administratie Regulation N° 25/2005 F ¢ 5SOSYO6SNI unnp

These financial statements have been prepared under the historical cost conventic
modified by the revaluation ofheldfor-trading and availablefor-sale investments
measured at fa value,and financial assets designated at fair value through profit or
loss.

Pagel2of 43



NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

2.1

2.2

221

222

Summary of significant accounting policiésontinued)
Basis of preparatiorfcontinued)

The preparation of financial statements in conformity with Macau Financial Repc
{dFyRINRa oWacCw{ Q0 NBIljdzANSa GKS dzasS 27
managenent to exercise its judgmemk y G KS LINRPOSaa 2F | LJL
policies. The areas involving a higher degree of judgment or complexity, or areas
assumptions and estimates are significant to the financial statements are disclosedeir
3.

Foreign currency translation
Functional and presentation currency

Items included in the financial statements are measured using the currency of the pr
economic environment ing KA OK GKS SydAade 2LISNI GSa
FAYIYOALI aldl aSySyida I NB LIN&IhS yuickoRal ang/
presentation currency, best reflecting the economic substance of the events relevant
Bank.

Transactions and balances

Foreign transactions are translated into the functional currency using the exchange
prevailing at the dates of transactions. Foreign exchagajes and losses resulting from tt
settlement of such transactions and from the translation at yesad exchange rates c
monetary assets and liabilities denominated in foreign currencies are recognized i
income statement.

Changes in the fair value of monetary securities denoteman foreign currency classifie
as availabldor-sale are analyzed between translation differences resulting from chang
the amortized cost of the securities and other changes in the carrying amount o
securities. Translation differences relatam changes in the amortized cost are recogni:z
in the income statement, and other changes in the carrying amount are recogniz
equity.

Translation differences in the fair value of monetary securiiemominated in foreign

currency arried at fair value through profit or loss are reported in the income statemer
part of the fair value gain or loss.
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NOTES TO THE FINANGARTEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

2.3

2.4

Summary of significant accounting policiésontinued)
Interest income and expense

Interest income the principal source of remue, and interest expense the main financial
cost incurred by the Bankor all interestbearing financial instrumest except for those
classifiedas heldfor-i NI' R A yof desiginafe¢aSat fair value through profit or loss, ar
NBO23yAal SRS NSEIK Alyy GLWS Q | YR WL Y G SNS anian
accrual basisising the effective interest method.

The effective interest method is a method of calculating the amortized cost of a fine
asset or a financial liabijitand allocating the interest income and interest expense over
relevant period. The effective interest rate is the rate that exactly discounts estim
future cash payments or receipterough the expected life of the financial instrument c
when appopriate, a shorter period, to the net carrying amount of the financial asse
financial liability. When calculating the effective interest rate the Bank estimates cash
considering all contractual terms of the financial instrument (for examplepamment
options) but does not consider future credit losses. The calculation includes all fee
points paid or received between parties to the contract that are an integral part of
effective interest rate, transaction costs and all other premiuma discounts.

LYGSNBad AyO02YS 2NJ SELISyasS FINAaAy3d FNR
as offbalance sheet financial instruments, are also included in interest income or exj
on a net basis.

Once dfinancial asset has been written down upon the recognition of a specific provi
interest is recognized on a cash basis in accordance with Notice N° 18/93 AMCM.

Fee and commission income and expense

Fees and commissions are generally recognized on an accrual basis when the serv
been provided. Loan commitment fees for loans that are likely to be drawn dowr
deferred (together with related direct costs) and recognized as an adjustment tc
effective interest rate on the loan. Loan syndication fees are recognized as revenue
the syndication has been completed and the Bank retained no part of the loan packa
itself or retained a part at the same effective interest rate as the other ppditds.
Commissions ah fees arising from negotiatingyr participatingin the negotiation of, a
transaction for a third partyg, such as the arrangement of the acquisition of shares or of
securities or the purchase or sale of businessesre recognizedn completion of the
underlying transaction. Portfolio and other management advisory and service fee
recognized based on the applicable service contracts, usually on sappationed basis.
Asset management fees related to investment funds are gatzed ratably over the perio
the service is provided. The same principle is applied for wealth management, fin
planning and custody services that are continuously provided over an extended p
Performance linked fees or fee components are rexipgd when the performance criteri
are fulfilled.
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

2.5

2.6

2.7

271

2.7.2

Summary of significant accounting policiésontinued)
Dividend incone

5A0ARSYR& FNB NBO23IyAT SR Ay (G(KS Ayo02)
paymenthas been established.

AMCM monetary bills

AMCM monetary bills are debt instruments issued by AMEN NJ 4 KA OK
management has the intention and ability to hold to maturity. Monetary bills are purchi
at a discount and stated at amortized cost in the face of the balance sheet. Discour
accreted up to maturity on a straight line basis,igthapproximatesdue to relatively short
tenors, the effective interest rate method, and reported as interest income in the incc
statement.

Financial assets

The Bank classifies its financial assets i@ tbllowing categories: assets at fair val
through profit or loss, which comprises two sub categogessets held fotradingd W! |
and assets designateds at fair value K N2 dzZ3 K LINB FA (i ¢2lokhs fagd
NEOSA QI of Sa -to-m8INAW RV = A yRISER YSyYy (a Gferdsate:
Ay@dSadySyida 6wl Cc{Quo

Purchases and sales of financial assetsinitially recognized on the trade date at fair val
plus transactioncosts. Financial assets areréeognized when the righ to receive cast
flows from the financial assets have expired or where the Hmstransferred substantiall
all risks and rewards of ownership.

Financial assets heldor-i NI RHF23 W

A financial asset is classified as hidtrading if it is acquired or incued principally for
the purposeof selling in the near term or if it is part of a portfolio of identified financ
instruments that are managed together and for which thés evidence of recent actui
pattern of shortterm profit-making.

Financial assets designatesat faiNJ @1 f dzS § K N2 dz9TQ LINR F A

A financal asgt is typically designatedsat fair value through profit or loss at inception if
meets the following criteria:

1 it eliminates or significantly reduces a measurementecognition inconsistenc
6042YSGAYSa NBFSNNBR G2 Fa Iy WwWFHOO02
from measuring the financial assets or recognizing the gains on them on diff
bases;
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousandsf ®¢acau Patacas (MOP) unless otherwise stated

2.7

2.7.2

2.7.3

274

2.7.5

Summary of significant accounting policiésontinued)
Financial asset&ontinued)
Financial assets designated asfaiNJ @ f dzS { K NP dz9TRQchdthRed) A U

T it is managed and evaluated on a fair value basis,it is the case of equit
investments,in accordance with a documented risk managementirarestment
strategy, and this is the basis on which information about the assets is pro
internally to the key management personnel such as the Board of Directors
Chief Executive Officer; or

9 it containsone or more embedded derivatives where the characteristics and |
of the embedded derivatives are not closely related to the host contracts.

[2Fya | yR LBROSA QI of Sa W

Loans and receivables are ndarivative financial assets with fixed or determinal
payments that are not quoted in an active market, other than: (a) those that the e
intends tosell immediately or in the short term, which are classified as -faidrading,
and those that the entity upon itial recognition designateasat fair value through profit
or loss; (b) those that the entity upon initial regraition designates as avdile-for-sale; or
(c) those for which the holder may not recover substantially all of its initial investn
other than because of credit deterioration.

Heldto-Y'F G dzNA &8 AHMSAaAGYSyida W

Heldto-maturity investments are nowerivative financial assets with fixed or determinat
payments and fixed maturities that the Bank's management has the positive intentior
ability to hold to maturity. If the Bank were tell other than an insignificant amount «
held-to-maturity assets, the entire category would be treated and reclassified as avai
for-sale.

Availablefor-a I £ S Ay @RI YSyida w

Availablefor-sale financial assets are naolerivative assets that are either designated
this category or not classified in any of other categories.

Availablefor-sale investments are those intended to be held for andéfinite period of
time, which, neverthelessnay be sold in response to needs for liquidity or change
interest rates, exchange rates or equity prices.
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

2.7

2.75

2.7.6

2.7.7

Summary of significant accounting policiésontinued)
Financial assetgcontinued)
Availablefor-sale investmentgcontinued)

Unrealized gains and losses arising from changes in the fair value of avhitatdde
financial assets are recognized ditgdn equity until the financial asset @erecognized or
impaired, at which time the cumulative gain or loss previously recognized in equity s
be recognized in the income statement.

Interest of availabldor-sale investments is recognized in the income statement. Divide
FNBE NBO23yAl SR Ay GKS AyO2YS adardSySy
established.

Reclassification of financial assets

The Bank may choose to raskify a norderivative financial asset out of the helfbr-

trading category if the financial asset is no longer held for the purpose of selling it i
near term. Financial assets are permitted to be reclassified out of the-fheldading

category only in rare circustancesarising from a single event that is unusual and hic
unlikely to recur in the near term. In addition, the Bank may choose to reclassify fini
assets that would meet the definition of loans and receivables out of the-fioelttading or
available-for-sale categories if the Bank has the intention and ability to hold these fina
assets for the foreseeable future or until maturity at the date of reclassification.

Reclassifications are made at fair value as of the reclassification date. Fair value be
the new cost or amortized cost as applicable, and no reversals ofdlaie gains or losse
recorded before reclassification date are subsequently made. Effective interest rate
financial assets reclassified to loans and receivables andttatthturity categories are
determined at the reclassification date. Further inases in estimates of cash flows adijt
effective interest rates prospectively.

Recognitin and measurement of financial assets

Regularway purchaseand sales of financial assets at fair value through profit or loss; |
to-maturity investments and availabler-sale investments are recognized on tradsted-
the date on which the Bank commits to purchase or sell the asset.

Financial assets are initially recognized at fair value plus transaction costs for all fir
assets not carried at fair value through prddit loss. Financial assets carried at falue
through profit or lossare initially recognized at fair value, and transaction costs
expensed in the income statement. Financial assets are derecognized when the ri¢
receive cash flows from the finaial assets have expired or where the Bank has transfe
substantially all risks and rewards of ownership. Financial liabilities are derecognized
they are extinguishedthat is, when the obligation is discharged, cancelled or expires.
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

2.7

2.7.7

2.7.8

2.8

Summary of significant accounting policiésontinued)
Financial asset&ontinued)
Recognition and measurement of financial assétsntinued)

Availablefor-sale financial assets and financial assets at fair value through profit or los
subsequently carried at fawralue. Loans and receivables and helematurity investments
are carried at amortized cost using the effective interest method. Gains and losses
from changes in the fair value of thBnancial assets at fiavalue through profit or loss
categoryare included in the income statement in the period in which they arise.

Gains and losses arising from changes in the fair value of avdaitatkdale financial asset
are recognized directly in equity, until the financial asset is derecognized or impaire
this time the cumulative gain or loss previously recognized in the equity is recognized
income statement. However, interest calculated using the effectiveréstemethod and
foreign gains and losses on monetary assets classified as avéiaiske are recognized i
the income statement.

Other investments

Miscellaneous investments arelassified as other investments and stated at cost |
impairment.

Impairment of financial assets

Imparment of financialkssetss governed in Macaby Notice N 18/93 AMCM and applie:
azftsSte G2 GKS . kbgnkeCustomBrE L2 adzZNBa (2 y2y

A financial asseis impaired when the payment of interest or commission thereon or
payment of principal is past due for more than 8mths.

When a financial asse$ impaired, a minimum specific provision needs to be set up.
amount is determined based on the financial asset carrying amount, net of the reali
value of ay existing and duly formalized tangible collateral, also taking into consider
the time period in which payments have been delayed, in the following manner:

1 delayed ove 3 months but less than or equal to 12 months: 40%;

1 delayed over 12 months but less than or equal to 18 months: 80%;

9 delayed over 18 months: 100%.

Where management considers it necessary, additional provisiemsbemade on impaired
financial asset# the expected recovery amount is less than the carrying value of the
net of specific provisions.
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas BY1Onless otherwise stated

2.8

2.9

2.10

Summary of significant accounting policiésontinued)
Impairment of financial assetécontinued)

For the assetgepresenting advance® non-bank customers not included above, i.e. whi
are not past due for more than 3 months, a general provision of not less than 1% ¢
aggregated value needs to be set aside. General provisions also apply to cerzafaoffe
sheet instruments such asbk guarantees and similar contracts.

Specific and general provisions are recognized in the income statement and deductec
the carrying amount of impaired financial atsm the balance sheet.

The Bank assesses at each balance sheet date whether there is objective evidence
AFS, L&R and HTM securities are imgoh These financial assets are considered to
impaired and impairment losses are incurred only if there is objective evidenc
impairment as a result of one or more events that occurred after the initial recognitic
the financial asset. As a praml expedient, the Bank may measure the impairment on
oFbara 2F Iy AyadNHzySydQa FIF AN @It dzS dza

If any such evidence exists for availafilesale financial assets, the cumulative lass
measured as the difference between the acquisition cost and the current fair value, les
impairment loss on that financial asset previously recognized in incstaement ¢ is
removed from equity and recodzed in the income statementimpairment losses
recognized in the income statement on equity instruments are not reversed througt
income statement. If, in a subsequent period, the fair value of a debtimsnt classified
as availabldor-sale increases and the increase can be objectively related to an ¢
occurring after the impairment loss was recognized in the income statement,
impairment loss is reversed through the income statement.

Financial liabilities

Financial liabilities are initially recognized at fair valueafdtansaction costs incurred an
subsequently stated at amortized cost. Any difference between proceeds net of trans:
costs and the redemption value is recognized in the income statement over the peri
the financial liabilities life using the efftive interest method.

Derivative financial instruments

The Bank enters into derivative transactions in the fore@pchange and interest rat
YEN] SGaz ylLySte F2NBAIdy SEOKIFy3IS 02yl
principal aim of hedging other transactions, either assets or liabilities. IRBated asoff-
balance sheet financial instrumentgith interest receivable or payable recorded in ti
income statement. The interest income and expenses on IRS are settled on a net bas
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NOTES TO THE FINANCIAL STATEMEN

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

2.10

2.11

2.12

Summary of significant accounting policiésontinued)
Derivative financial instrumentgcontinued)

Accordinglyjnterest income and expense has been presented on a net basis in the in
statement. Interest receivable and payable has also been presented on a net basis
balance sheet.

Unrealized gains or losses on fondaforeign exchange contracts which are marked
market, are recognized in the income statement and included, respectively, in other ¢
or other liabilities in the balance sheet.

Repossessed assets
wSLI2aasSaa O2ft SNt FraasSidia FNB | 002
I.

S
FaasSaanq y 0KS NBf SJI y lipossesskdychllatdtabkBets Rré
measured at loweof carrying amount and fair value less costs to sell.

R
R

Intangible assets

Acquired computer software licenses are capitalized on the basis of the costs incur
acquire and bring to use the specific software. These costs are amortized over
estimated useful lives of thregears.

Cost associated with maintaimg computer software programsre recognized & an
expense as incurred. Development costs that are directly attributable to the desigr
testing of identifiable and unique software products controlled by the Bank are recog!
as intangible assets when the following criteria are met:

1 itis technically feasible to complete the software product so that it velblailable
for use;

1 management intends to complete the software product and use or sell it;
9 there is an ability to use or sell the software product;

9 it can be demonstrated how the software product will generate probable ful
economic benefits;

1 adequate technical, financial and other resources to complete the developr
and to use or sell the software product are available; and

1 the expenditure attributable to the software product during its development «
be reliably measured.
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

2.12

2.13

Summary of significant accounting policiésontinued)
Intangible assetgcontinued)

Directly dtributable costs that are capitalized as part of the software product include
software development employee costs and an appropriate portion of relevant overhea

Other development expendites that do not meet these criteria are recognized as
expense as incurred. Development costs previously recognized as an expense ¢
recognized as an asset in a subsequent period.

Computer software developmermstsrecognizd as assets are amortized over 3 years.

Premises and other fixed assets
Premises and other fixed assets are stated at hisab cost less depreciation.

Historical cost includes expenditure that is directly attributable to the acquisition of
items of property and equip@y G @ { dzo aSljdzSy i O2ada | NE
amount or are recognized as a separate asset as appropriate, only when it is probab
future economic benefits associated with the item will flow to the Bank and the cost o
item can be masured reliably. Repairs and maintenance are charged to the inc
statement during the financial period in which they are incurred.

Depreciation of pemises and othetangiblefixed assets is calculated using the strailjne
method to allocate thecost over their estimated useful lives, as follows:

9 Buildings 2% 50 Years
1 Heavy repairs and improvements 33.3% 3 Years
1 Computer equipment (hardware) 25% 4 Years
1 Motor vehicles 20% 5 Years

No depreciation is charged in respect of freehold land and items of property
equipment under development.

¢tKS aaSiaqQ NBaARdzZ t @GFftdzSa FyR dzaSTdd
each balance sheet date. Assets that are subject to amortization are reviewe
impairment whenever events or changes irrcamstances indicate that the carryir
FY2dzyd Yire y20 0S NBO2OSNIoftSed !y | aacs
G2 AGAa NBO2OSNIoOfS FY2dzyd AF GKS | aa
recoverable amount. The recoverable amouati 0 KS KAIKSNI 2F
costs to sell and value in use.

(N rn

-

Gains or losses on disposal are determined by comparing proceeds with carrying at
These are recognized in the ime statement in other operating expenses.
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

2.14

2.15

Summary of significant accounting policiésontinued
Employee benefits

The Bank sponsors a defined contribution pension plan, which is funded by payme
the Bank and its employees to an insurance company, which administers the plan. Tt
is registered under and supervised by AMCM. The plan was established and is gove
accordance with Macau Decréaw 6/99/M of 8 February 1999. Contributions to the pl
are recognized as employee benefit expense when they fall due. The Bank has eo
payment obligations once the contributions have been made.

LY |y SYLX 28SSQa NBaAdaylraGAz2zy GKS ||y
plan may be forfeited by the employee depending on their lengtheofise with the Bank
Any amounts forfeited by the employees are maintained in a residual account wit
LISyaaz2y LINPDARSNI YR INB dzaSR (2 2FFas

The Bank also offers healthcare insncebased benefits to its employees who a
providing service to the Bank. Healthcare benefits are prepaid annually when renewir
insurance policy and charged over the next 12 months.

The Bank previously sponsdrea defined benefit plan. The provision recognized in
balance sheeis made in respect of a remaining liability undiefined benefit pension plar
and is based on actuarial valuation. The liability is reduced when payments are made
retired employee.

Provisions

Provisions are recognized when there is a present legal or constructive obligation as ¢
of past events; it is more likely than not that an outflow of resourads be required to
settle the obligation; and the amount has been reliably estimated.

When there are a number of similar obligations, the likelihood that an outflow wil
required in settlement is determined by csidering the class of obligations as a whole
provision is recognized even if the likelihood of an outflow with respect to any one
included in the same class of obligations may be small.

Provisions are measuredt the present value of the expenditures expected to be requi
to settle the obligation using a pitax rate that reflects current market assessments of
time value of money and the risks specific to the obligation. The increase in the pro
dueto the passage of time is recognized as interest expense.
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MORssrotherwise stated

2.16

2.17

2.17.1

2.17.2

Summary of significant accounting policiésontinued)
Deferred income tax

Deferred income tax is recognized using the liability method, on teay differences
arising between the tax bases of assets and liabilities and their carrying amounts
financial statements.

However, the deferred income tax is not accounted for if it arises frotli recogniion of
an assefor liability in a transaction other than a business combination that at the tim
the transaction affects neither accounting nor taxable profit or loss.

Deferred income tax is determined using tates (and laws) that have been enacted
substantially enacted by the balance sheet date and are expected to apply whe
related deferred income tax asset is realized or the deferred income tax liability is settl

Deferred income tax assets are recognized to the extent that it is probable that fi
taxable profit will be available, against which the temporary differences can be utilized

The tax effects of income tax lossavailable for carry forward are recognized as an a
when it is probable that future taxable benefits will be available against which these |
can be utilized.

Leases
Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retair
the lessor are classified as operating leases. Payments made under operating leases
any incentives from the lesspincluding upiront payment made for leasehold land ar
land use rights, are charged to the income statement on a strdightbasis over the
period of the lease.

Where the Bank is a lessor under operating leasesets leased out are included
premises and other fixed assets in the balance sheet. They are depreciated ove
expected useful lives on a basis consistent with similar owned premises and other
assets. Rental income (net of any incentivegigito lessees) is recognized on a strailyn
basis over the lease term.

Finance leases
Leases of assets where the Bank has substantially aliskeand rewards of ownership a
Of FaaATASR a FAYylFLyOS tSIaSao CAylyoOS

the lower of the fair value of the leased item and the present value of the minimum |
payments.
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

2.17

2.17.2

2.18

2.19

Summary of significant accounting policiésontinued)

Leasegcontinued)

Finance leasegcontinued)

Each lease payment is allocated between the liability and finance charges so as to ac
constant rate of the finance balance outstanding. The corresponding rental obligation

of finance charges, are included in other liabilities.

Assets held under finance leases are depreciated over the shorter of their estimated
lives or the lease term.

When assetsaire leased out under a finance lease, the present value of the lease payr
is recognized as a receivable. The difference between the gross receivable and the |
value of the receivable is recognized as unearned finance income.

Lease income is recognized over the term of the lease using the net investment mi
which reflects a constant periodic rate of return.

Cash and cash equivalents

Cash and cash equivalents comprise cash, balances with banks and AMCM, items in
of collection from other banks, AMCM monetary bills, and placements with and loan:
advances to banks with originahaturities of 3 months or less andre subject to
insignificant risk of changes in value.

Financial guarantee contracts

Financial guarantee contracts are contracts that require the issuer to make stiptL
payments to reimburse the holder for an incurrls because a third party failed to fulf

its obligations through either specified payments or the waryasftspecific projects.

Financial guarantees are carried off balance sheet.
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

3.1

3.2

3.3

Critical accounting estimates and judgments

The Bank makes estimates and assumptions that affect the reported amounts of asse
liabilities within the next financial year. Estimates and judgments are contyneadlluated
and are based on historical experience and other factors, including expectations of -
events that are believed to be reasonable under the circumstances.

Impairment allowances on loans and advances to custm

The Bank periodically reviews its loan portfolios to identify and assess bad and dc
debts at least on a quarterly basis. In determining whether a provision should be rec
in the income statement, the Bamkiakes judgments as to whether there is any observe
data indicating that there is a measurable decrease in the estimated future cash flows
evidence may include observable data indicating that there has been an adverse che
the payment statuof borrowers in a group, or national or local economic conditions f
correlate with defaults on assets in the group. Management estimates the provision t
on the expectation of future cash flows from the borrower or from realizing collateral.

Impairment of externally managed investments

The Bank has invested in leveraged/structured investment vehicles managed by thirc
portfolio managers. These vehicles typically invest in omadierm high grade bonds usir
short to medium term financing to provide an enhanced yield to investors. During the
the market prices of these vehicles fell further and, as a result, the Bank assessed tl
vehicles continued to be impaired.

As there is no active market for these investments, management has assessed the fal
with reference to valuations received from the managers. Accordinglymgairment of
MOP 10,554,099ncluckd in net trading incomehas been recognized dmancial assets a
fair value througtprofit or loss (2008: MOP 9,067,913

Fair value of financial instruments

Fair valuds definedas the value at which positions could be closed or sold in a transa
GAGK | gAfttAYy3 YR (y2¢6ftSR3ISIotS O2dz
instruments reported at fair value are based on quoted and observable market p
There is a risthat quoted market prices may not sepresentative of fair valua illiquid
markets.
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NOTES TOHE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

4 Net interest income

Interest income

2009 2008
Interest earned on:
Current account wittARMCM 2 1,669
AMCMmonetary bills 4,018 27,555
Placementsvith and loans and

advances to banks 39,630 67,569

Investment securities 29,095 34,752
Loans and advances to customers 204,312 252,414
Other interest income 24,704 16,249
Total interest income 301,761 400,208
Interest expense

2009 2008
Interest paid on:
Balances and deposits from banks 43 1,478
Customer deposits and certificates

of deposit issued 94,795 189,903
Other interest expense 1,260 867
Total interest expense 96,098 192,248
Net interest income 205,663 207,960
5 Net fee and commission income

Fee and commission income

2009 2008
Fee and commission income from:
Bankingguarantees granted 3,428 4,329
Trade finance 1,754 3,530
Securities trading and custody 6,582 3,276
Commitment fees 1,039 2,915
Credit card operations 18,859 15,909
Cheques and payment orders issued 1,264 2,128
Insurance sales 2,360 3,626
Other fee and commission income 2,855 1,705
Total fee and commission income 38,141 37,418
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) smteerwise stated

5 Net fee and commission incomgontinued)

Fee and commission expense

2009 2008
Fee and commission expense on:
Custodian services - 25
Auto finance 245 409
Correspondent banks 426 371
Securities trading 2,870 1,156
Other fee and commission expense - 206
Total fee and commission expense 3,541 2,167
Net fee and commission income 34,600 35,251
6 Dividend income
2009 2008
Listed companies 49 16
Unlisted companies 1,098 1,009
Total dividend income 1,147 1,025
7 Net trading (loss)/income
2009 2008
Foreign exchange 9,916 20,505
Unlisted interest ra¢ instruments 20 1,560
Equities - 840
Fair value change on investments carried
at FVTPL (10,554) (9,068)
Net trading (loss)/income (618 13,837
8 Other operating income
2009 2008
Services rended to third parties 425 417
Property rental 1,308 1,264
Other operating income 4,453 7,011
Total other operating income 6,186 8,692
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NOTES TO B+FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

9

10

Operating expenses

2009

Staff costs
Directors remuneration 7,544
Wages, salaries and bosiu 66,086
Pension costs 5,724
Others 6,253
Property costs
Rental of premises 3,524
Other property costs 1,334
Amortization and depreciation:
Amortization of intangible assets 2,052
Depreciation for premises and

other fixed assets 9,500
Amortization for leasehold land and
land use rights 52
Other operating expenses
LosseKGains)on the disposal of

fixed assets 49
Advertising and promotion expenses 3,740
Audit services remuneration 1,115
Computer expenses 9,293
Credit card related expenses 8,067
Other operating expenses 19,0%
Total operating expenses 143,429

2008

7,787
66,396
6,854
5,912

3,137
1,323

3,579
9,499

51

(7,292)
5,708
610
10,657
6,353
18,642

Impairment losses on loans and advances to customers

139,216

2008

38,659
(525)

38,134

2,005

2,005

2009
Specific provisions
Charged to the income statement 16,058
Recoveries (3,410)
Net charge to income statement 12,648
General provisions
Charged to the income statement -
Recoveries (1,917)
Net charge to income statement (1,917)
Total mpairment losses on loans and
advances to customers 10,731
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

11

12

Income tax expense

Current tax comprises of Macau Complensmyt Tax whichis levied at progressive rate
ranging from 3% to 9% on the taxable income above MOP 32,000 ko b¢OP 300,000
and thereafter at a fixed rate of 12%. For the years 2009 and 2008 special
Complementary Tax incentive is provided to effeely increase thetax free income
threshold from MOP 32,000 to MOP 200,000 with the next MOP 100,000 of profit k
GFESR 4 | FAESR NXGS 2F o FyR GKSNB
profit before tax differs from the theoretical amourthat would arise using the Maca
Complementary Tax rate applicable to the profits of the Bank and as follows:

2009 2008
Current income tax 9,450 6,765
Deferred income tax (599 969
Total tax expense 8,851 7,734
2009 2008
Profit before tax 94,102 48,097
Tax calculated at 12% (2008: 12%) 11,292 5,772
Overprovision in previous years (12) (175)
Effect of the progressive tax rate before%?2 (27) (27)
Income not subject to tax (11 (92)
Write-back or utilization of taxed provisions (2,337 (129)
Expenses nodeductible for tax purposes 46 2,385
Totaltax expense 8,851 7,734
Cash and balancesith banks
As at 31 December 2009 2008
Cash 125,928 154,895
Balance with AMCM Liquidity account
(Note below) 171,206 145,043
Balances with other banks 105,212 79,103
Items in course of collection from other bank 28,854 50,324
Total cash and balances with banks 431200 429,455
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless othenaisd s

12 Cash and balances with banksontinued)
Note:
In accordance with AMCM Notice N° 6/93, the Bank is required to maintain a mini
regulatory deposit balance with AMCM for lidity purposes. The required weekly avera
of the MOP deposit account should not be less than 70% of the following:

1 3% on all liabilities repayable on demand;

1 2% on all liabilities repayable within 3 montfisclusive), except for those alreac
counted above;

1 1% on liabilities repayable beyond 3 months.

13 AMCM monetary bills

As at 31 December 2009 2008
Maturing within 12 months 1,133,646 1,169,233
Total AMCM monetary bills 1,133,646 1,169,233
14 Placements with and loans and advances to banks
As at 31 December 2009 2008
Maturing within 12 months 2,637,156 2,207,319
Total placements withand loans and
advances to banks 2,637,156 2,207,319
15 Loans and advances to customers
As at 31 December 2009 2008
Loans and advances to customers 5,787,838 5,912,576
Specific povisions (21,547 (42,073)
General provisions (61,467) (63,384)
Net loans and advances to customers 5,704,824 5,807,119
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Mac&atacas (MOP) unless otherwise stated

15

16

17

Loans and advances to customentinued)

As at 31 December 2009
Maturing within 12 months 878,737
Maturing beyond 12 months 4,826,087
Net loans and advances to customers 5,704,824

2008

1,108,611
4,698,508

5,807,119

Reconciliation of allowance accounfer losses on loans and advances to customers

Specific General Total
provisions provisions provisions
Balance as at 1 January 2008 7,444 61,379 68,823
Amounts written off (3,505) - (3,505)
Net charge for the year 38,134 2,005 40,139
Balance as at 31 December 2008 42,073 63,384 105,457
Balance as at 1 January 2009 42,073 63,384 105,457
Amounts written off (33,179 - (33,179
Net charge for the year 12,648 (1,917) 10,731
Balance as at 31 December 2009 21,547 61,467 83,014
Derivative financidinstruments
Foreign exchange derivatives 2009 2008
as at 31 December
Currency forwards (purchase) 434,784 919,271
Currency forwards (sale) (432,852 (907,941)
Currency forward position 1,932 11,330
Interest rate swapgIRS)s at 31 December
(notional amount) 1,233,578 1,491,967
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NOTES TO THE FINANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

18

19

20

Investments carried at fald @I f dzS { K NR d29TQ LINR F A (

Investments carriecat FVTPlas at
31 December

Invesiments carried at FVTPL as at 31

December maturing beyond 12 months

Availablefor-a I f S invegtméh{s Q

AFS investments as at 31 December
Debt securities (listed)

Debt securities (unlisted)

Equity securitiesuplisted)

Total AFS investments

AFS investments as at 31 December
Debt securities

Maturing within 12 months
Maturing beyond 12 months

Heldto-Y | (i dzNJ (ikvestthentsa Q
HTM investments as at 31 December

Debt securities (listed)
Debt securities (unlisted)

Market value of debt securities above

Maturing within 12 months
Maturing beyond 12 months
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2009

876

2009

24,869
136506

2NJ t:

2008

11,426

161,375

2008

71,188
176,962

7,347

248,150

168,722

4,403

2009

115,111
46,264

252,553

161,375

2008

94,411
153,739

2009

162,735
118,784

248,150

281,50

2008

162,625

281,987

162,625

281519

166,526

281519

162,625

162,625
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22

23
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The investmentsinder this category were reassified out of the availablor-sale category
on 1 July 2008. Unrealized losses recognized in equitheteclassification da are
amortized to profit or loss on a timapportionedstraightline basis until maturity.

The difference bewveen the fair value (market price) at the reclassification déte new
amortized cost) and the redemptionvalue at maturity of the underlying instruments it
being accreteds a discount to profit or loss on the same basis.

L&R (investmentsas at 31 December

Debt scurities maturing beyond 12 months

Market value of debt securities above

Other investments(carried d cost)
Other investments as at 31 December

Equityinvestment (unlisted)

Intangible assets

Intangible assets as at 1 January 2008

Cost
Accumulated amortization
Net book amount

Intangible assets as at 31 December 2008

Opening net book amount
Additions
Write-offs/disposals
Amortization charged
Amortization written off
Closing net book amount
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2009 2008

344,962 340,545

305,789 321,815

2009 2008

37,935 37,915

Softwareand
banking
systems

40,512
(34,485)
6,027

6,027
2,815
(14,675)
(3,579)
14,675
5,263
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Intangible assetgcontinued)

Intangible assets as at 31 December 2008

Cost
Accumulated amortization
Net book amount

Intangible assets as at 31 December 2009

Opening net book amount
Additions
Write-offs/disposals
Amortization charged
Amartization written off
Closing net book amount

Intangible assets as at 31 December 2009

Cost
Accumulated amortization
Net book amount
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Software and
banking
systems

28,652
(23,389

5,263

Software and
banking
systems

5,263
2,495

(2,052)

5,706

31,147
(25,441)

5,706
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24 Premises and other fixed assets
Premises Premises  Furniture and Total
improvements equipment

Premises and other fixedssets as at 1 January 2008
Cost 84,658 43,673 78,180 206,511
Accumulated depreciation (19,618 (36,613 (67,599 (123,523
Net book amount 65,040 7,360 10,588 82,988
Premises and other fixed asteas at 31 December 2008
Opening net book amount 65,040 7,360 10,588 82,988
Additions 23,949 1,371 3,743 29,063
Write-offs/disposals (927) (2,516) (21,439 (24,879
Depreciation charged (2,092 (3,045 (4,413 (9,550
Depreciation written off 345 2,516 21,169 24,030
Closing net book amount 86,315 5,686 9,651 101,652
Premises and other fixed assets as at 31 December 2008
Cost 107,680 42,528 60,487 210,695
Accumulateddepreciation (21,365) (36,842) (50,839 (109,043)
Net book amount 86,315 5,686 9,651 101,652
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24 Premises and other fixed assefsontinued)

Premises and other fixed assets as 8. December 2009

Opening net book amount
Additions
Write-offs/disposals
Depreciation charged
Depreciation written off
Closing net book amount

Premises and other fizd assets as at 31 December 2009
Cost

Accumulated depreciation
Net book amount

The net book amounbf premisescomprises:

Leaseholds in Macau on meditterm lease (between 10 to 15 years)

Freeholds in Macau
Net book amount
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Premises Premises Furniture and Total
improvements equipment

86,315 5,686 9,651 101,652

- 2,209 4 A57 6,666

- - (3,505) (3,505)

(2,174) (3,410) (3,968) (9,552)

- - 3,417 3,417

84,141 4485 10,052 98,678

107,80 44 737 61,439 213,856

(23,539 (40,252 (51,387 (115,178

84,141 4,485 10,022 98,678

2009 2008

80,316 82,402

3,825 3,913

84,141 86,315
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25 Other assets

Other assets as at 31 December

Repossessed assets

Accounts receivable and prepayments

Other assets
Total other assets

26 Balances and deposits from other banks

Balances and deposits from othdranks as at

31 December

Maturing within 12 months
Maturing beyond 12 months

Total balances and deposits from other bank

27 Deposits from customers

Deposits from customers as at 31 Decembe

Current deposit accounts
Savings deposit accounts
Time deposit accounts

Total deposits from customers

Deposits from customers as at 31 Decembe

Maturing within 12 months
Maturing beyond 12 months
Total deposits from customers

28 Certificates of deposit issued

Certificates of deposit as at 31 December

Maturing within 12 months
Maturing beyond 12 months
Total depodts from customers
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2009

3,110
14,454
24,045

41,609

2008

3,108
12,392
32,090

2009

67,979

47,590

67,979

2008

73,386

2009

1,444975
2,423,710
5,855,222

73,386

9,723907

2008

1,175,936
1,789,588
6,374,872

2009

8,832,568
891,339

9,340,396

9,723,907

2008

8,483,972
856,424

2009

207,102
155

9,340,396

207,257

2008

260,136
86,646

346,782
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30

Other liabilities

Other liabilities as at 31 December 2009 2008
Other payables 7,424 7,161
Deferred income 1,051 1,273
Other liabilities 23,183 45,435
Total other liabilities 31,63 53,869

Deferred income tax

Deferred income tax assets and liabilities are offset when there is a legally enforceabl
to offset current tax assets against current tax liabilities and when the deferred inc
taxes relate to the same fiscal authority. The offset amts are as follows:

Deferred income tax assets as at 2009 2008
31 December

Deferred income tax assets to be recovered
after more than 12 months 11,640 12,159

The net movement on the deferred irmmme 2009 2008
tax assetaccount wasas follows:

At the beginning of the year 12,13 13,964
Recognized in the income statement 599 (969)
Recognized in equity (1,118 (836)
At the end of the year 11,640 12,159
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30

Deferred income taxcontinued)

Deferred income tax assets

As at 1 Januar2008

Charge to the income statement
Charged to equity

As at 31 December 2008

As at 1 January 2009

Charged to the income statement
Charged to equity

As at 31 December 2009

The deferred income tax charged to equity during the year was:
Revaluation of wailablefor-sale investments

Amortization of loss orobns and receivables investmemeslassified
out of availablefor-sale investments
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Losses on  Impairment Revaluation Total
investments charges losses
carried at

FVTPL

- 9,752 4,212 13,964

1,089 (2,329) 271 (969)

- - (836) (836)

1,089 7,423 3,647 12,159

1,089 7,423 3,647 12,159

1,266 (667 - 599

- - (1,118) (1,118)

2,355 6,756 2,529 11,640

2009 2008

(596) (4,155)

(522) 3,319

(1,118) (836)
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32

Contingent liabilities and commitments

As at 31 December 20@hd 20@, the Bank did not have any capital commitments.

Credit commitments as at BDecember

Bank guarantees

Trade related contingencies

Other commitments

Total credit commitments

Other commitmentsas at 31December

Forward deposits placed

Operating lease commitments as at 31
December

Less than 12 months

Between 1 and 5 years
Total operatirg lease commitments

Related party transactions

2009

391,364
53,558
913,934

1,358,856

2008

475,270
61,893
935,659

2009

60,426

1,472,822

2009

2,657
1,068

2008

59,623

3,725

2008

3,221
2,180

5,401

The Bank is controlled by Dah Sing Bainkited (W 5 { theh2mediate holdinggompany) a
company incorporated in Hong Kong, whichnew78% of the equity of the Bank. Oth
shareholders ardSB BCM (1) Limited (11%) and DSB BCM (2) Limited (tHi&t) are
wholly owned subsidiaries of DSBhe ultimate holding company of the Bank is Datg
Financial Holdings Limited, company incorp@ted in Hong Kong and listed on the Sic
Exchange of Hong Kong Limitdthe Bank also transactgth Macau Insurance Compar
Limited (Macau)and Macau Life Insurance Company Limited (Macau), which are f
subsidiaries under Dah Sing Financial Holdiigged.

The following transactions were carried out witliect and indirectelated parties:

Immediate holdingcompany
Balances as at 31 December

Assets

Balances amh placements with and loans and

advances to banks
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2009

2,615,130

2008

2,185,700
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Related party transactiongcontinued)
Immediate holding company(continued)
Balances as at 31 Decemb@ontinued)
Receivables or prepaid expenses:
Interest on interest rate swaps

Other receivables or prepaid expenses

Liabilities
Balances andeposits from banks
Payables or deferred income:

Management fee
Other payables or deferred income

Off balance sheet itents
Interest rate swaps (notional amount)

For the year ended 31 December

Income:

Interest on balances and placements with ar
loans and advances to banks

Interest on interest rate swaps (net)

Other operatingncome

Expenses:

Interest on balances and deposits from bank

Management fee

Fellow subsidiaries

Balances as at 31 December

Receivables or prepaid expenses:
Other receivables or prepaid expenses

Liabilities:
Deposits from customers

For the year ended 31 December

Income:
Other operating income
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2009

9,736
35

2591

2,452
570

1,229282

2009

39,334
24,356

33
2,143

2009

1,906

537,631

2009

4,092

2008

7,374

1,214

2,332
1,431

1,483,365

2008

63,445
16,041
1,520

494
2,693

2008

659,533

2008

5,307



NOTES TO THENANCIAL STATEMENTS

All amounts in thousands of Macau Patacas (MOP) unless otherwise stated

32

33

34

Related party transactiongcontinued)

Fellow subsidiariegcontinued)

For the year ended 31 Decembéontinued) 2009 2008
Expenses:

Interest on deposits from customers 8,426 6,486
Other operating expenses 3,404 2,995

Share capital

2009 2008
Authorized 900,000 shares at MOP 250 eac 225,000 225,000
Issued and fully paid: 2009 2008
Ordinary shares of MOP 250 each
As at 1 January
Number of shares (thousand) 900 900
Share capital 225,000 225,000
As at 31 December
Number of shares (thasand) 900 900
Share capital 225,000 225,000

Legal eserves

Movements inlegalreserves are included in the statement of changes in equity on pac
of the financiaktatements.

The legal reserve represents the amount set aside from retained earnings and

RAaAGNAROdzOF6tS (2 GKS .lFyl1Qa &aKFNBK2fRS
requires that credit instittions incorporated in Macau transfer at least 20% of their

annual profits to their legal reserve account until that fund amounts to half of the s
capitd. Once the amount referred tm the preceding paragraph has been reached, cr
institutions shall transfer at least 10% of their net annual proiiitgshe previous yeato the

legal reserve account until the reserve fund is equal to the share capital.
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36

Events after balance sheet date

On 9 February 2010, the Bank disposed of an investment security classified as log
receivableswhich wasreclassified out of availabl®r-sde securities in 2008. On 1
February 2010, an interest rate swap, entered into to hedge the interest rate risk inh
in the said investment, was unwound accordingly. The disposal of the investment ar
unwinding of the interest rate swap resulted & total realized trading loss of MC
6,283,939 which is recognized in the year ending 31 December 2010.

Approval of financial statements

The financial statements have been approvad the Boad of Directors on 23-ebruary
2010.
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