TAI YAU BANK, LIMITED

Capital Disclosures Template as at 31 December 2017 HK$'000
CET1 capital: instruments and reserves
1| Directly issued qualifying CET1 capital instruments plus any related share premium 300,000
2|Retained earnings 428,432
3|Disclosed reserves 54,917

S

Directly issued capital subject to phase out from CET1 capital (only applicable to non-joint stock
companies)

Not applicable

Minority interests arising from CET1 capital instruments issued by consolidated bank subsidiaries and

5 held by third parties (amount allowed in CET1 capital of the consolidation group) 0
6| CET1 capital before regulatory deductions 783,349
CET1 capital: regulatory deductions
7| Valuation adjustments 0
8|Goodwill (net of associated deferred tax liability) 0
9| Other intangible assets (net of associated deferred tax liability) 0
10| Deferred tax assets net of deferred tax liabilities 245
11|Cash flow hedge reserve 0
12| Excess of total EL amount over total eligible provisions under the IRB approach 0
13| Gain-on-sale arising from securitization transactions 0
14| Gains and losses due to changes in own credit risk on fair valued liabilities 0
15| Defined benefit pension fund net assets (net of associated deferred tax liabilities) 0
16 Investments in own CET1 capital instruments (if not already netted off paid-in capital on reported balance 0
sheet)
17|Reciprocal cross-holdings in CET1 capital instruments 0
18 Insignificant capital investments in CETl_capitaI instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation (amount above 10% threshold)
19 Significant capital investments in CET1 capital instruments issued by financial sector entities that are 0

outside the scope of regulatory consolidation (amount above 10% threshold)

20

Mortgage servicing rights (amount above 10% threshold)

Not applicable

21

Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax
liability)

Not applicable

22

Amount exceeding the 15% threshold

Not applicable

23]of which: significant investments in the common stock of financial sector entities Not applicable
24| of which: mortgage servicing rights Not applicable
25]of which: deferred tax assets arising from temporary differences Not applicable
26| National specific regulatory adjustments applied to CET1 capital 100
26a Cumulaitive fair value gains arising from the revaluation of land and buildings (own-use and investment 0
properties)
26b|Regulatory reserve for general banking risks 100
26¢|Securitization exposures specified in a notice given by the Monetary Authority 0
26d|Cumulative losses below depreciated cost arising from the institution's holdings of land and buildings 0
26e| Capital shortfall of regulated non-bank subsidiaries 0
26f Capiteil ini/est_me_nt ina co_nnected company which is a commercial entity (amount above 15% of the 0
reporting institution's capital base)
97 Regulatory deductions applied to CET1 capital due to insufficient AT1 capital and Tier 2 capital to cover 0
deductions
28| Total regulatory deductions to CET1 capital 345
29|CET1 capital 783,004
AT1 capital: instruments
30]|Qualifying AT1 capital instruments plus any related share premium 0
31]of which: classified as equity under applicable accounting standards 0
32]of which: classified as liabilities under applicable accounting standards 0
33| Capital instruments subject to phase out arrangements from AT1 capital 0
AT1 capital instruments issued by consolidated bank subsidiaries and held by third parties (amount
34 allowed in AT1 capital of the consolidation group) 0
35|of which: AT1 capital instruments issued by subsidiaries subject to phase out arrangements 0
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36|AT1 capital before regulatory deductions 0
AT1 capital: regulatory deductions

37]Investments in own AT1 capital instruments 0

38|Reciprocal cross-holdings in AT1 capital instruments 0

39 Insignificant capital investments in A'i'l c_apital instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation (amount above 10% threshold)

40 Significant capital investments in ATt canital instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation

41| National specific regulatory adjustments applied to AT1 capital 0

42|Regulatory deductions applied to AT1 capital due to insufficient Tier 2 capital to cover deductions 0

43| Total regulatory deductions to AT1 capital 0

44]AT1 capital 0

45| Tier 1 capital (Tier 1 = CET1 + AT1) 783,004

Tier 2 capital: instruments and provisions

46| Qualifying Tier 2 capital instruments plus any related share premium 0

47|Capital instruments subject to phase out arrangements from Tier 2 capital 0
Tier 2 capital instruments issued by consolidated bank subsidiaries and held by third parties (amount

48 allowed in Tier 2 capital of the consolidation group) 0

49|of which: capital instruments issued by subsidiaries subject to phase out arrangements 0

50 C_ollective_impairment allowances and regulatory reserve for general banking risks eligible for inclusion in 100
Tier 2 capital

51| Tier 2 capital before regulatory deductions 100

Tier 2 capital: regulatory deductions

52]Investments in own Tier 2 capital instruments 0

53|Reciprocal cross-holdings in Tier 2 capital instruments 0

54 Insignificant capital investments in Ti_er 2_capita| instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation (amount above 10% threshold)

&5 Sign_ificant capital investments in Tier_2 c_apital instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation

56 National specific regulatory adjustments applied to Tier 2 capital 0

56a Add back of cumuiative fair value _gains _arising from the tevaluation of land and buildings (own-use and 0

investment properties) eligible for inclusion in Tier 2 capital

57| Total regulatory deductions to Tier 2 capital 0

58| Tier 2 capital 100

59| Total capital (Total capital = Tier 1 + Tier 2) 783,104

60| Total risk weighted assets 497,873

Capital ratios (as a percentage of risk weighted assets)

61|CET1 capital ratio 157.27%

62| Tier 1 capital ratio 157.27%

63| Total capital ratio 157.29%
Institution specific buffer requirement (minimum CET1 capital requirement as specified in s.3B of the

64|BCR plus capital conservation buffer plus countercyclical buffer requirements plus G-SIB or D-SIB 7.00%
requirements)

65]of which: capital conservation buffer requirement 1.250%

66|of which: bank specific countercyclical buffer requirement 1.250%

67]of which: G-SIB or D-SIB buffer requirement 0.00%
CET1 capital surplus over the minimum CET1 requirement and any CET1 capital used to meet the Tier 1

68 149.29%

and Total capital requirement under s.3B of the BCR

National minima (if different from Basel 3 minimum)

69|National CET1 minimum ratio Not applicable
70| National Tier 1 minimum ratio Not applicable
71| National Total capital minimum ratio Not applicable
Amounts below the thresholds for deduction (before risk weighting)
Insignificant capital investments in CET1 capital instruments, AT1 capital instruments and Tier 2 capital
72]. . - . - . S 0
instruments issued by financial sector entities that are outside the scope of regulatory consolidation
73 Significant capital investments in CET1 capital instruments issued by financial sector entities that are 0

outside the scope of regulatory consolidation

74

Mortgage servicing rights (net of related tax liability)

Not applicable

75

Deferred tax assets arising from temporary differences (net of related tax liability)

Not applicable




Applicable caps on the inclusion of provisions in Tier 2 capital

Provisions eligible for inclusion in Tier 2 in respect of exposures subject to the basic approach and the

76 standardized (credit risk) approach (prior to application of cap) 100
77 Cap on inclusion of provisions in Tier 2 under the basic approach and the standardized (credit risk) 5803
approach '

78 Provisions eligible for inclusion in Tier 2 in respect of exposures subject to the IRB approach (prior to 0

application of cap)

79

Cap for inclusion of provisions in Tier 2 under the IRB approach 0

Capital instruments subject to phase-out arrangements
(only applicable between 1 Jan 2018 and 1 Jan 2022)

80| Current cap on CET1 capital instruments subject to phase out arrangements Not applicable
81|Amount excluded from CET1 due to cap (excess over cap after redemptions and maturities) Not applicable
82|Current cap on AT1 capital instruments subject to phase out arrangements 0
83|Amount excluded from AT1 capital due to cap (excess over cap after redemptions and maturities) 0
84|Current cap on Tier 2 capital instruments subject to phase out arrangements 0
85|Amount excluded from Tier 2 capital due to cap (excess over cap after redemptions and maturities) 0

Notes to the template:

Elements where a more conservative definition has been applied in the BCR relative to that set out in Basel 111 capital standards:

Row| _— Hong Kong Basel 111

No| Description basis basis
Other intangible assets (net of associated deferred tax liability) 0 0
Explanation

[{e]

As set out in paragraph 87 of the Basel |11 text issued by the Basel Committee (December 2010), mortgage servicing rights (MSRs)
may be given limited recognition in CET1 capital (and hence be excluded from deduction from CET1 capital up to the specified
threshold). In Hong Kong, an Al is required to follow the accounting treatment of including MSRs as part of intangible assets reported
in the Al's financial statements and to deduct MSRs in full from CET1 capital. Therefore, the amount to be deducted as reported in
row 9 may be greater than that required under Basel I1l. The amount reported under the column "Basel Il1 basis" in this box represents
the amount reported in row 9 (i.e. the amount reported under the "Hong Kong basis") adjusted by reducing the amount of MSRs to be
deducted to the extent not in excess of the 10% threshold set for MSRs and the aggregate 15% threshold set for MSRs, DTASs arising
from temporary differences and significant investments in CET1 capital instruments issued by financial sector entities (excluding those
that are loans, facilities or other credit exposures to connected companies) under Basel I11.

Deferred tax assets net of deferred tax liabilities [ 245 | 0

10

Explanation
As set out in paragraphs 69 and 87 of the Basel 11 text issued by the Basel Committee (December 2010), DTAs that rely on future

profitability of the bank to be realized are to be deducted, whereas DTAs which relate to temporary differences may be given limited
recognition in CET1 capital (and hence be excluded from deduction from CET1 capital up to the specified threshold). In Hong Kong,
an Al is required to deduct all DTAs in full, irrespective of their origin, from CET1 capital. Therefore, the amount to be deducted as
reported in row 10 may be greater than that required under Basel IIl.

The amount reported under the column "Basel 111 basis" in this box represents the amount reported in row 10 (i.e. the amount reported
under the "Hong Kong basis") adjusted by reducing the amount of DTAs to be deducted which relate to temporary differences to the
extent not in excess of the 10% threshold set for DTAs arising from temporary differences and the aggregate 15% threshold set for
MSRs, DTAs arising from temporary differences and significant investments in CET1 capital instruments issued by financial sector
entities (excluding those that are loans, facilities and other credit exposures to connected companies) under Basel 111

Insignificant capital investments in CET1 capital instruments issued by financial sector entities
that are outside the scope of regulatory consolidation (amount above 10% threshold)

18

Explanation
For the purpose of determining the total amount of insignificant capital investments in CET1 capital instruments issued by financial

sector entities, an Al is required to aggregate any amount of loans, facilities or other credit exposures provided by it to any of its
connected companies, where the connected company is a financial sector entity, as if such loans, facilities or other credit exposures
were direct holdings, indirect holdings or synthetic holdings of the Al in the capital instruments of the financial sector entity, except
where the Al demonstrates to the satisfaction of the Monetary Authority that any such loan was made, any such facility was granted, or
any such other credit exposure was incurred, in the ordinary course of the Al's business.

Therefore, the amount to be deducted as reported in row 18 may be greater than that required under Basel I1l. The amount reported
under the column "Basel 111 basis" in this box represents the amount reported in row 18 (i.e. the amount reported under the "Hong
Kong basis") adjusted by excluding the aggregate amount of loans, facilities or other credit exposures to the Al's connected companies
which were subject to deduction under the Hong Kong approach.
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Significant capital investments in CET1 capital instruments issued by financial sector entities that
are outside the scope of regulatory consolidation (amount above 10% threshold)

Explanation
For the purpose of determining the total amount of significant capital investments in CET1 capital instruments issued by financial

sector entities, an Al is required to aggregate any amount of loans, facilities or other credit exposures provided by it to any of its
connected companies, where the connected company is a financial sector entity, as if such loans, facilities or other credit exposures

19 |were direct holdings, indirect holdings or synthetic holdings of the Al in the capital instruments of the financial sector entity, except
where the Al demonstrates to the satisfaction of the Monetary Authority that any such loan was made, any such facility was granted, or
any such other credit exposure was incurred, in the ordinary course of the Al's business.

Therefore, the amount to be deducted as reported in row 19 may be greater than that required under Basel 11l. The amount reported
under the column "Basel 111 basis" in this box represents the amount reported in row 19 (i.e. the amount reported under the "Hong
Kong basis") adjusted by excluding the aggregate amount of loans, facilities or other credit exposures to the Al's connected companies
which were subject to deduction under the Hong Kong approach.

Insignificant capital investments in AT1 capital instruments issued by financial sector entities that
are outside the scope of regulatory consolidation (amount above 10% threshold)

Explanation
The effect of treating loans, facilities or other credit exposures to connected companies which are financial sector entities as CET1

capital instruments for the purpose of considering deductions to be made in calculating the capital base (see note re row 18 to the
template above) will mean the headroom within the threshold available for the exemption from capital deduction of other insignificant
capital investments in AT1 capital instruments may be smaller. Therefore, the amount to be deducted as reported in row 39 may be
greater than that required under Basel 11l. The amount reported under the column "Basel 111 basis" in this box represents the amount
reported in row 39 (i.e. the amount reported under the "Hong Kong basis") adjusted by excluding the aggregate amount of loans,
facilities or other credit exposures to the Al's connected companies which were subject to deduction under the Hong Kong approach.

39

Insignificant capital investments in Tier 2 capital instruments issued by financial sector entities
that are outside the scope of regulatory consolidation (amount above 10% threshold)

Explanation
The effect of treating loans, facilities or other credit exposures to connected companies which are financial sector entities as CET1

capital instruments for the purpose of considering deductions to be made in calculating the capital base (see note re row 18 to the
template above) will mean the headroom within the threshold available for the exemption from capital deduction of other insignificant
capital investments in Tier 2 capital instruments may be smaller. Therefore, the amount to be deducted as reported in row 54 may be
greater than that required under Basel 11l. The amount reported under the column "Basel 111 basis" in this box represents the amount
reported in row 54 (i.e. the amount reported under the "Hong Kong basis") adjusted by excluding the aggregate amount of loans,
facilities or other credit exposures to the Al's connected companies which were subject to deduction under the Hong Kong approach.

54

Remarks:

The amount of the 10% / 15% thresholds mentioned above is calculated based on the amount of CET1 capital determined under the Banking
(Capital) Rules.

Abbreviations:
CET1: Common Equity Tier 1
AT1: Additional Tier 1
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TAI YAU BANK, LIMITED

Main Features Template as at 31 December 2017

[y

Issuer

Tai Yau Bank, Limited

N

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for private placement)

No

w

Governing law(s) of the instrument

Hong Kong Common Law

Regulatory treatment

4 Transitional Basel 111 rules” Common Equity Tier 1
5 Post-transitional Basel 11l rules” Common Equity Tier 1
6 Eligible at solo/group/group & solo Solo
7 Instrument type (types to be specified by each jurisdiction) Ordinary Shares
8| Amount recognised in regulatory capital (As at 31 December 2017) HKD300 million
9[Par value of instrument NA
10| Accounting classification Shareholders' equity
11|Original date of issuance 18 April, 1947
12|Perpetual or dated Perpetual
13 Original maturity date No Maturity
14| lssuer call subject to prior supervisory approval No
15 Optional call date, contingent call dates and redemption amount No
16 Subsequent call dates, if applicable No
Coupons / dividends
17 Fixed or floating dividend/coupon Floating
18 Coupon rate and any related index No
19 Existence of a dividend stopper No
20 Fully discretionary, partially discretionary or mandatory Fully discretionary
21 Existence of step up or other incentive to redeem No
22 Noncumulative or cumulative Noncumulative
23| Convertible or non-convertible Non-convertible
24 If convertible, conversion trigger (s) NA
25 If convertible, fully or partially NA
26 If convertible, conversion rate NA
27 If convertible, mandatory or optional conversion NA
28 If convertible, specify instrument type convertible into NA
29 If convertible, specify issuer of instrument it converts into NA
30| Write-down feature No
31 If write-down, write-down trigger(s) NA
32 If write-down, full or partial NA
33 If write-down, permanent or temporary NA
34 If temporary write-down, description of write-up mechanism NA
35 Eosition in subordination hierarchy in liquidation (specify instrument type immediately senior to NA
instrument)
36| Non-compliant transitioned features No
37|1f yes, specify non-compliant features NA

Footnote:
Regulatory treatment of capital instruments subject to transitional arrangements provided for in Schedule 4H of the Banking

#

+

(Capital) Rules

Regulatory treatment of capital instruments not subject to transitional arrangements provided for in Schedule 4H of the Banking

(Capital) Rules
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TAI YAU BANK, LIMITED

(A) Balance Sheet Reconciliation - Cross reference to Definition of Capital Components as at 31 December 2017

HK$'000

Balance Sheet as

Under

Cross reference

in published to Definition of
) . regulatory scope
financial Capital
statement of consolidation] Components
As at period end | As at period end
31/12/2017 31/12/2017
ASSETS
Cash and balance with banks and other financial institutions 562,072 562,072
Money at call and short notice 831,897 831,897
Placements with banks maturing between one and twelve months 1,451,729 1,451,729
Advances to customers and other accounts 4,364 4,364
Available-for -sale investments 3,610 3,610
Deferred tax assets 245 245 @)
Equipment and leasehold improvements - -
TOTAL ASSETS 2,853,917 2,853,917
LIABILITIES
Deposits from customers 2,066,853 2,066,853
Other accounts and provisions 3,278 3,278
Tax Payable 437 437
TOTAL LIABILITIES 2,070,568 2,070,568
CAPITAL RESOURCES
Share capital 300,000 300,000 )
Reserves 483,349 483,349
of which: Retained Profits 428,432 3)
Capital Reserve 5,507 @)
General Reserve 46,000 (5)
Investment Revaluation Reserve 3,310 (6)
Regulatory Reserve 100 @)
SHAREHOLDERS' FUNDS 783,349 783,349
TOTAL LIABILITIES AND CAPITAL RESOURCES 2,853,917 2,853,917




TAI YAU BANK, LIMITED

(B) Balance Sheet Reconciliation - Cross reference to Balance Sheet as at 31 December 2017

HK$'000

Component of

regulatory | cross- referenced
capital reported
by bank to
CET1 capital: instruments and reserves
1| Directly issued qualifying CET1 capital instruments plus any related share premium 300,000 (2)
2|Retained earnings 428,432 (3)
3|Disclosed reserves 54,917 | (4)+(5)+(6)+(7)
Directly issued capital subject to phase out from CET1 capital (only applicable to non-joint stock
companies)
5 Minority interests arising from CET1 capital instruments issued by consolidated bank subsidiaries and 0
held by third parties (amount allowed in CET1 capital of the consolidation group)
6|CET1 capital before regulatory deductions 783,349
CET1 capital: regulatory deductions
7| Valuation adjustments 0
8| Goodwill (net of associated deferred tax liability) 0
9|Other intangible assets (net of associated deferred tax liability) 0
10| Deferred tax assets net of deferred tax liabilities 245 (1)
11|Cash flow hedge reserve 0
12| Excess of total EL amount over total eligible provisions under the IRB approach 0
13| Gain-on-sale arising from securitization transactions 0
14| Gains and losses due to changes in own credit risk on fair valued liabilities 0
15| Defined benefit pension fund net assets (net of associated deferred tax liabilities) 0
16 Investments in own CET1 capital instruments (if not already netted off paid-in capital on reported balance 0
sheet)
17|Reciprocal cross-holdings in CET1 capital instruments 0
18 Insignificant capital investments in CET1 capital instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation (amount above 10% threshold)
19 Significant capital investments in CET1 capital instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation (amount above 10% threshold)
20| Mortgage servicing rights (amount above 10% threshold)
21 I?eft_ar_red tax assets arising from temporary differences (amount above 10% threshold, net of related tax
liability)
22| Amount exceeding the 15% threshold
23|of which: significant investments in the common stock of financial sector entities
24| of which: mortgage servicing rights
25| of which: deferred tax assets arising from temporary differences
26| National specific regulatory adjustments applied to CET1 capital 100
26a Cumula_ltive fair value gains arising from the revaluation of land and buildings (own-use and investment 0
properties)
26b|Regulatory reserve for general banking risks 100 @)
26¢|Securitization exposures specified in a notice given by the Monetary Authority 0
26d]|Cumulative losses below depreciated cost arising from the institution's holdings of land and buildings 0
26¢|Capital shortfall of regulated non-bank subsidiaries 0
o6f Capita}l inyest.mept ina cgnnected company which is a commercial entity (amount above 15% of the 0
reporting institution's capital base)
27 Regulatory deductions applied to CET1 capital due to insufficient AT1 capital and Tier 2 capital to cover 0
deductions
28| Total regulatory deductions to CET1 capital 345
29|CET1 capital 783,004
AT1 capital: instruments
30| Qualifying AT1 capital instruments plus any related share premium 0
31]of which: classified as equity under applicable accounting standards 0
32|of which: classified as liabilities under applicable accounting standards 0




33| Capital instruments subject to phase out arrangements from AT1 capital 0
AT1 capital instruments issued by consolidated bank subsidiaries and held by third parties (amount

34 allowed in AT1 capital of the consolidation group) 0

35]of which: AT1 capital instruments issued by subsidiaries subject to phase out arrangements 0

36|AT1 capital before regulatory deductions 0

AT1 capital: regulatory deductions

37| Investments in own AT1 capital instruments 0

38| Reciprocal cross-holdings in AT1 capital instruments 0

39 Insignificant capital investments in AT1 capital instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation (amount above 10% threshold)

40 Sign_ificant capital investments in ATl_ capital instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation

41| National specific regulatory adjustments applied to AT1 capital 0

42|Regulatory deductions applied to AT1 capital due to insufficient Tier 2 capital to cover deductions 0

43| Total regulatory deductions to AT1 capital 0

44]AT1 capital 0

45| Tier 1 capital (Tier 1 = CET1 + AT1) 783,004

Tier 2 capital: instruments and provisions

46| Qualifying Tier 2 capital instruments plus any related share premium 0

47|Capital instruments subject to phase out arrangements from Tier 2 capital 0
Tier 2 capital instruments issued by consolidated bank subsidiaries and held by third parties (amount

48 allowed in Tier 2 capital of the consolidation group) 0

49|of which: capital instruments issued by subsidiaries subject to phase out arrangements 0

50 C_ollective_impairment allowances and regulatory reserve for general banking risks eligible for inclusion in 100 @
Tier 2 capital

51| Tier 2 capital before regulatory deductions 100

Tier 2 capital: regulatory deductions

52]Investments in own Tier 2 capital instruments 0

53| Reciprocal cross-holdings in Tier 2 capital instruments 0

" Insignificant capital investments in Ti_er 2_capital instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation (amount above 10% threshold)

&5 Sign_ificant capital investments in Tier_2 c_apital instruments issued by financial sector entities that are 0
outside the scope of regulatory consolidation

56 National specific regulatory adjustments applied to Tier 2 capital 0

56a Add back of cumuiative i‘air value _gains _arising f_rom the ievaluation of land and buildings (own-use and 0

investment properties) eligible for inclusion in Tier 2 capital

57| Total regulatory deductions to Tier 2 capital 0

58| Tier 2 capital 100

59| Total capital (Total capital = Tier 1 + Tier 2) 783,104

Abbreviations:
CET1: Common Equity Tier 1
AT1: Additional Tier 1
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TAI YAU BANK, LIMITED

Leverage Ratio Common Disclosure Template as at 31 December 2017

Leverage ratio

Item frame\'Nork
HKS equivalent
(HKS'000)
On-balance sheet exposures
1|{On-balance sheet items (excluding derivatives and SFTs, but including
2,853,917
collateral)
2|Less: Asset amounts deducted in determining Basel Ill Tier 1 capital 345
(reported as negative amounts) (343)
3|Total on-balance sheet exposures (excluding derivatives and SFTs) (sum
. 2,853,572
of lines 1 and 2)
Derivative exposures
4[Replacement cost associated with all derivatives transactions (i.e. net 0
of eligible cash variation margin)
5[Add-on amounts for PFE associated with all derivatives transactions 0
6|Gross-up for derivatives collateral provided where deducted from the
. . 0
balance sheet assets pursuant to the operative accounting framework
7|Less: Deductions of receivables assets for cash variation margin
. . - . . 0
provided in derivatives transactions (reported as negative amounts)
8|Less: Exempted CCP leg of client-cleared trade exposures (reported as 0
negative amounts)
9(Adjusted effective notional amount of written credit derivatives 0
10(Less: Adjusted effective notional offsets and add-on deductions for
. . - . 0
written credit derivatives (reported as negative amounts)
11|Total derivative exposures (sum of lines 4 to 10) 0
Securities financing transaction exposures
12|Gross SFT assets (with no recognition of netting), after adjusting for 0
sales accounting transactions
13|Less: Netted amounts of cash payables and cash receivables of gross
. 0
SFT assets (reported as negative amounts)
14|CCR exposure for SFT assets 0
15|Agent transaction exposures 0
16| Total securities financing transaction exposures (sum of lines 12 to 15) 0
Other off-balance sheet exposures
17|0ff-balance sheet exposure at gross notional amount 3,490
18(Less: Adjustments for conversion to credit equivalent amounts 0
(reported as negative amounts)
19|0Off-balance sheet items (sum of lines 17 and 18) 3,490
Capital and total exposures
20|Tier 1 capital 783,004
21|Total exposures (sum of lines 3, 11, 16 and 19) 2,857,062
Leverage ratio
22|Basel lll leverage ratio 27.41%
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TAI YAU BANK, LIMITED

Leverage ratio Summary Comparison Table as at 31 December 2017

Leverage ratio

I framework

em HK$ equivalent
(HK$'000)

Total consolidated assets as per published financial statements 2,853,917

Adjustment for investments in banking, financial, insurance or

commercial entities that are consolidated for accounting purposes 0

but outside the scope of regulatory consolidation

Adjustment for fiduciary assets recognised on the balance sheet

pursuant to the operative accounting framework but excluded from 0

the leverage ratio exposure measure

Adjustments for derivative financial instruments 0

Adjustment for securities financing transactions (i.e. repos and

similar secured lending) 0

Adjustment for off-balance sheet items (i.e. conversion to credit

equivalent amounts of off-balance sheet exposures) 3,490

Other adjustments (345)

Leverage ratio exposure 2,857,062
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TAI YAU BANK, LIMITED

Countercyclical Capital Buffer (CCyB) Ratio Standard Disclosure Template as at 31 December 2017

Geographical breakdown of risk-weighted amounts (RWA) in relation to private sector credit exposures

a b C d

Total RWA used in

Applicable JCCyB | computation of | CCyB ratio of CCyB amount
Jurisdiction (J)

ratio in effect CCyB ratio of Al Al of Al
(HKS$'000) (HKS'000)
1 [Hong Kong SAR 1.250% 4,528

Total 4,528 1.250% 57
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TAI YAU BANK, LIMITED

Table OVA: Overview of risk management as at 31 December 2017

The Bank's activities expose it to a variety of risks and those activities involve analysis, evaluation, acceptance and
management of some degree of risk or combination of risks. The risk management is underpinned by the Bank’s
risk appetite. The Bank's aim is therefore to achieve an appropriate balance between risk and return and minimise
potential adverse effects on the Bank's financial performance.

The Bank's risk management policies are designed to identify and analyse these risks, to set appropriate risk limits
and controls, and to monitor the risks and adherence to limits by means of reliable and up-to-date information
systems. The Bank regularly reviews its risk management policies and systems to reflect changes in markets,
products and emerging best practice.

Risk management is carried out by the Risk Committee under policies approved by the Board of Directors. The
most important types of risks from the use of financial instruments are credit risk, market risk and liquidity risk.
Market risk includes currency risk, interest rate and other price risk. The Committee identifies, evaluates and
hedges financial risks in close co-operation with the Bank's operating units. The Board provides written principles
covering specific areas, such as foreign exchange risk, interest rate risk, credit risk and use of non-derivative
financial instruments. The Bank continuously promotes risk awareness as part of its bank-wide risk culture. The
moderate risk profile is embedded in the risk culture by means of communications and training and is monitored in
performance assessments.

In addition, internal audit is responsible for the independent review of risk management and control environment.



TAI YAU BANK, LIMITED

KEY CAPITAL RATIOS DISCLOSURES as at 31 December 2017

Capital Adequacy Ratio HK$'000
Item 31 December 2017 | 30 September 2017
(Restated)
1 CET1 Captial 783,004 779,908
2 AT Capital - -
3 Tier 1 Capital 783,004 779,908
4 Tier 2 Capital 100 100
5 Total Capital 783,104 780,008
6 Total Risk Weighted Assets 497,873 733,863
Capital Ratios
CET1 Capital Ratio 157.27% 106.27%
Tier 1 Capital Ratio 157.27% 106.27%
Total Capital Ratio 157.29% 106.29%
Leverage Ratio HK$'000
Item 31 December 2017 | 30 September 2017
(Restated)
1 Tier 1 Capital 783,004 779,908
2 Total Exposures 2,857,062 3,155,780
Leverage Ratio
Leverage Ratio 27.41% 24.71%

Abbreviations:

CET1: Common Equity Tier 1
AT1: Additional Tier 1




TAI YAU BANK, LIMITED

Template OV1: Overview of Risk-Weighted Amount (RWA) as at 31 December 2017

HK$’000
(a) (b) (©
Minimum capital
RWA requiremenris
31-Dec-2017 | 30-Sep-2017 31-Dec-2017
(Restated)
1 Credit risk for non-securitization exposures 464,235 700,375 37,139
2 Of which STC approach
2a Of which BSC approach 464,235 700,375 37,139
3 Of which IRB approach
4 Counterparty credit risk
5 Of which SA-CCR
5a Of which CEM
6 Of which IMM(CCR) approach
7 Equity exposures in banking book under the market-based approach
8 CIS exposures — LTA
9 CIS exposures — MBA
10 CIS exposures — FBA
11 Settlement risk
12 | Securitization exposures in banking book!
13 Of which IRB(S) approach — ratings-based method
14 Of which IRB(S) approach — supervisory formula method
15 Of which STC(S) approach
16 Market risk
17 Of which STM approach
18 Of which IMM approach
19 | Operational risk 33,638 33,488 2,691
20 Of which BIA approach 33,638 33,488 2,691
21 Of which STO approach
2la Of which ASA approach
22 Of which AMA approach N/A N/A N/A
23 | Amounts below the thresholds for deduction (subject to 25-% RW)
24 | Capital floor adjustment
24a | Deduction to RWA
24b Of which portion of regulatory reserve for general banking risks and
collective provisions which is not included in Tier 2 Capital
24c Of which portion of cumulative fair value gains arising from the
revaluation of land and buildings which is not included in Tier 2
Capital
25 | Total 497,873 733,863 39,830

N/A: Not applicable in the case of Hong Kong

T Of note, after entering into force of the revised securitization framework in January 2018, the following replacements in row 13, 14 and 15 should
be made: (i) IRB(S) rating based method should be replaced by Securitization Internal Ratings-Based Approach (SEC-IRBA)*; (ii) IRB(S) supervisory
formula method should be replaced by Securitization External Ratings-Based Approach (SEC-ERBA)*; and (iii) STC(S) should be replaced by

Securitization Standardized Approach (SEC-SA)*. A new row following row 15 (say, row 15a) may be added to cater for Securitization Fall-back

Approach (SEC-FBA)* where this is applicable. (* all names and applicable approaches subject to the final amendments to the BCR)




TAI YAU BANK, LIMITED

Template LI1: Differences between accounting and regulatory scopes of consolidation and mapping of financial
statement categories with regulatory risk categories as at 31 December 2017

HK$’°000
(a) (b) (c) (d) (e) () (9)
Carrying values of items:

Carrying Carrvin

values as valuesyL:nger not subject to

repor_ted in scope of subject to subject to subject to the | subject to cgpltal

published . counterparty S . requirements

- . regulatory credit risk o securitization | market risk .
financial lidati framework credit risk framework framework or subject to
statements | consotidation framework deduction from
capital

Assets
Cash and balances with banks 562,072 550,869 - - - 2,203
and other financial institutions
Money at call and short notice 831,897 831,897 - - - -
Placements with banks
maturing between one and 1,451,729 1,451,729 - - - -
twelve months
Advances to customers and 4,364 4,364 ) _ _ )
other accounts
Auvailable-for-sale investments 3,610 3,610 - - - -
Deferred tax assets 245 - - - - 245
Total assets 2,853,917 2,851,469 - - - 2,448
Liabilities
Deposits from customers 2,066,853 - - - - 2,066,853
Other accounts and provisions 3,278 - - - - 3,278
Tax payable 437 - - - - 437
Total liabilities 2,070,568 - - - - 2,070,568




TAI YAU BANK, LIMITED

Template L12: Main sources of differences between regulatory exposure amounts and carrying values in financial

statements as at 31 December 2017

HKS$°000
(a) (b) (c) (d) (e)
Total Items subject to:
credit risk securitization counterparty market risk
credit risk
framework framework framework
framework
1 Asset carrying va!ue amount under scope of 2,851,469 2,851,469 )
regulatory consolidation (as per template LI11)
Liabilities carrying value amount under
2 regulatory scope of consolidation (as per - - -
template LI1)
3 Total net amount under regulatory scope of 2,851,469 2,851,469 )
consolidation
4 Off-balance sheet amounts 3,490 - -
5 Exposure amounts considered for regulatory 2,851,469 2,851,469 i

purposes




TAI YAU BANK, LIMITED

Table LIA: Explanations of differences between accounting and regulatory exposure amounts as at
31 December 2017

There is no difference between accounting and regulatory exposure amount in templates of LI1 and L12.



TAI YAU BANK, LIMITED

Table CRA: General information about credit risk as at 31 December 2017

The Bank's lending and credit policies have been formulated on the basis of our own experience, the Banking
Ordinance, Hong Kong Monetary Authority guidelines and other statutory requirements.

The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted in relation
to one borrower, or group of borrowers, and to geographical and industry segments. Such risks are typically
monitored on a revolving basis and are subject to periodic reviews. Limits on the level of credit risk by product,
industry sector and by country are approved annually.

Exposure to credit risk is managed through regular reviews of the ability of borrowers and potential borrowers to
meet interest and capital repayment obligations and by changing lending limits where appropriate. Exposure to
credit risk is also managed in part by obtaining collateral and guarantees (corporate and personal).



TAI YAU BANK, LIMITED

Template CR1: Credit quality of exposures as at 31 December 2017

HK$’°000
(@) (b) (c) (d)
Gross carrying amounts of
Allowances /
Defaulted Non-defaulted . Net values
impairments
exposures exposures
1 Loans - 918 - 918
2 Debt securities - - - -
3 Off-balance sheet exposures - 3,490 - 3,490
4 | Total - 4,408 - 4,408




TAI YAU BANK, LIMITED

Template CR2: Changes in defaulted loans and debt securities as at 31 December 2017
HK$°000

@)

Amount

1 |Defaulted loans and debt securities at end of the previous reporting period as at 30 June 2017 -
Loans and debt securities that have defaulted since the last reporting period -

Returned to non-defaulted status -

AW DN

Amounts written off -

ol

Other changes -

6 |Defaulted loans and debt securities at end of the current reporting period as at 31 December 2017 -




TAI YAU BANK, LIMITED

CRB - Additional disclosure related to credit quality of exposures as at 31 December 2017

An advance is reported as past due when it has the status past due for 30 days or more and has not already been
included as impaired. Impairment should be made when an advance is overdue for more than 3 months. No past
due or impaired advance was recorded as at 31 December 2017.



TAI YAU BANK, LIMITED

CRC - Quialitive disclosures related to credit risk mitigation as at 31 December 2017

Credit risk is one of the most significant risks the Bank faces with. Major risk exists in money market placement
among the Bank’s business activities. As a result, the Bank has a well-established framework in place for managing
credit risk across the business. This includes a defined risk appetite, credit limits and credit policies.



TAI YAU BANK, LIMITED

Template CR3: Overview of recognized credit risk mitigation as at 31 December 2017

HKS$’000

@) (b1) (b) (d) )

Exposures secured

Exposures Exposures secured | Exposures secured -
. . Exposures to be - - by recognized
unsecured: carrying by recognized by recognized - S
secured credit derivative
amount collateral guarantees

contracts

1 |Loans 918 - - - -

2  |Debt securities - - - - -

3 |Total 918 - - - -

4 |Of which defaulted - - - - ;




TAI YAU BANK, LIMITED

Template CR4: Credit risk exposures and effects of recognized credit risk mitigation for BSC approach as at
31 December 2017

HKS$°000
(a) (b) (©) (d) (e) ()
Exposures pre-CCF and Exposures post-CCF and .
pre-CRM pOst-CRM RWA and RWA density
Exposure classes On-balance | Off-balance On-balance | Off-balance RWA RWA density
sheet amount |sheet amount | sheet amount | sheet amount
1 |Sovereign exposures 546,523 - 546,523 - - 0.00%
2 | PSE exposures - - - - - -
3 Multilateral development bank ) ) ) _ ) )
exposures
4 | Bank exposures 2,298,534 - 2,298,534 - 459,707 20.00%
5 |Cash items 1,884 - 1,884 - - 0.00%
Exposures in respect of failed
6 delivery on transactions entered ) ) ) _ ) )
into on a basis other than a
delivery-versus-payment basis
7 | Residential mortgage loans - - - - - -
8 | Other exposures 4,528 3,490 4,528 - 4,528 100.00%
9 Significant exposures to ) B . _ - -
commercial entities
10 |Total 2,851,469 3,490 2,851,469 - 464,235 16.28%




TAI YAU BANK, LIMITED

Template CR5: Credit risk exposures by asset classes and by risk weights for BSC approach

as at 31 December 2017

HK$’000
(a (b) () (d) (e) 0] (9) (h) 0]
Risk Weight Total credit risk
exposures
Exposure class 0% 10% 20% 35% 50% 100% 250% Others amount (post
CCF and post
CRM)
1 Sovereign exposures 546,523 - - - - - - - 546,523
2 PSE exposures - - - - - - - - -
3 | Multilateral development bank ) ) ) ) ) ) ) ) )
exposures
4 Bank exposures - - 2,298,534 - - - - - 2,298,534
Cash items 1,884 - - - - - - - 1,884
6 Exposures in respect of failed
delivery on transactions entered ) ) ) ) ) ) ) ) )
into on a basis other than a
delivery-versus-payment basis
Residential mortgage loans - - - - - - - - -
Other exposures - - - - - 4,528 - - 4,528
9 | Significant exposures to ) ) ) ) ) ) ) ) )
commercial entities
10 | Total 548,407 - 2,298,534 - - 4,528 - - 2,851,469




TAI YAU BANK, LIMITED

Counterparty Credit risk

No counterparty Credit risk disclosure as at 31 December 2017.



TAI YAU BANK, LIMITED

Securitization exposures

No securitization exposures disclosure as at 31 December 2017.



TAI YAU BANK, LIMITED

Market risk

No market risk disclosure as at 31 December 2017 as the Bank has met all
the de minimis exemption criteria for calculation of market risk.
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