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TAI YAU BANK, LIMITED

INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2014

(incorporated in Hong Kong with limited liability)

The directors of Tai Yau Bank Limited (the “Bank”) are pleased to announce the unaudited results of the Bank for the six
months ended 30 June 2014. The interim results are prepared on a basis consistent with the accounting policies adopted in
the 2013 annual financial statements,

A. STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Interest income
Interest expense

Net interest income
Other operating income

Operating income
Operating expenses

Profit before tax
Income tax expense

Profit for the period

Profit and other comprehensive income for the period

Interim dividend

STATEMENT OF FINANCIAL POSITION

ASSETS

Cash and balances with banks and other financial institutions

Money at call and short notice

NOTES

Placements with banks maturing between one and twelve months

Advances to customers and other accounts
Available-for-sale investments

Equipment and leasehold improvements
Deferred tax assets

TOTAL ASSETS

LIABILITIES
Deposits from customers
Other accounts and provisions

CAPITAL RESOURCES
Share capital

Reserves
SHAREHOLDERS' FUNDS

TOTAL LIABILITIES AND CAPITAL RESOURCES

co

10
11

6 months ended

30/06/2014
HKS$
(Unaudited)

8,806,709
(1,164,819)

7,641,890
2,637,902

10,279,792
(5,099,101)

5,180,691

et b00

30/06/2014
HK$
(Unaudited)

318,681,209
745,092,722
1,552,858,723
4,573,606
11,460,000
36,941

245,394

| 2,632,948,595

2,108,429,863
1,863,716

2,110,293,579

300,000,000
222,655,016
522,655,016

2,632,948,595

6 months ended
30/06/2013
HK$
(Unaudited)

4,615,986
| (465,221)

4,150,765
2,245,801
6,396,566

(CHIA R,
1,242,230

1,242,230

1,242,230

31/12/2013
HK$
(Audited)

269,611,724
786,102,944
1,406,793,733
2,668,532
11,460,000
36,941
245,394

2,476,919,268

1,954,403,767
5041176

1,959,444,943

300,000,000
217.474,325
517,474,325

2,476,919,268



C. CONDENSED STATEMENT OF CASH FL.OW

Net cash generated from (used in) operating activities
Net cash generated from investing activities

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 30 June

ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS
Cash and balances with banks and other financial institutions

Money at call and short notice with original maturity at or less than three months
Placements with banks with original maturity at or less than three months

D. STATEMENT OF CHANGES IN EQUITY

30/06/2014
HK$
(Unaudited)

56,057,795
2,400,000

58,457,795

1,292,168,859
_1,350,626,654

318,681,209
545,092,722
486,852,723

1,350,626,654

30/06/2013
HKS$
(Unaudited)

(42,084,498)
2,220,000

(39,864,498)

1,515,025,892
 1,475,161,394

366,801,539
525,174,285
583,185,570
1,475,161,394

Share Retained General Regulatory Capital
capital profits reserve Teserve reserve Total
HK$ HKS$ HK$ HK$ HK$ HK$
At 1 January 2013 300,000,000 163,741,085 46,000,000 100,000 5,507,059 515,348,144
Profit and other comprehensive income for the year - 2,126,181 . - A 2,126,181
At 31 December 2013 300,000,000 165,867,266 46,000,000 100,000 5,507,059 517,474,325
Profit and other comprehensive income
for the period - 5,180,691 - - 2 5,180,691
At 30 June 2014 300,000,000 171,047,957 46,000,000 5,507,059 522,655,016

100,000

The regulatory reserve is set up in compliance with the Hong Kong Monetary Authority’s requirements and is distributable to shareholders

of the Bank subject to consultation with the Hong Kong Monetary Authority.

The general reserve and capital reserve comprised transfers from previous years' retained profits.



Notes:

There was no impaired loan for the period ended 30 June 2014 and for the year ended 31 December 2013.

7. OVERDUE AND RESCHEDULED LOANS AND OTHER ASSETS

As at 30 June 2014 and 31 December 2013, there were no overdue or rescheduled loans and other assets.

1. INTEREST INCOME 30/06/2014 30/06/2013
HK$ HKS$
Interests on deposits with banks 8,806,599 4,615,913
Interests on advances to customers 110 13
8,806,709 4,615,986
2. INTEREST EXPENSE 30/06/2014 30/06/2013
HK$ HKS$
Interests on deposits from customers 1,16_4,81_9 465,221
3. OTHER OPERATING INCOME 30/06/2014 30/06/2013
HK$ HKS$
Dividends from unlisted available-for-sale investments 2,400,000 2,220,000
Net gain arising from dealing in foreign currencies 213,664 -
Fees and commission income 18,925 20,069
Other income 5313 5,732
2,637,902 2,245,801
4,  OPERATING EXPENSES 30/06/2014 30/06/2013
HK$ HK$
Directors' emoluments
- Fees 150,000 135,000
- Other emoluments 480,000 480,000
Other operating expenses 1,387,844 1,350,252
Operating lease payments 586,059 576,766
Net loss arising from dealing in foreign currencies - 32,939
Staff costs
- Salaries and bonus 2,407,236 2,494,680
- Contribution to Mandatory Provident Fund 81,962 84,699_
5,099,101 5,154,336
5. INCOME TAX EXPENSE
No provision for Hong Kong Profits Tax has been made in the financial statements (2013: Nil) in view of tax loss relief available for
set-off against assessable profits for the period.
6. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS 30/06/2014 31/12/2013
HK$ HK$
Unsecured loans to customers 814,000 455,500
Interest receivables 3,759,606 - 2,_21?1,(&
4,573,606 - 2,668,532




8. AVAILABLE-FOR-SALE INVESTMENTS

Unlisted securities:

- equity securities at cost
- club debentures

Total

30/06/2014
HK$

11,160,000
300,000
11,460,000

31/12/2013
HK$

11,160,000
300,000
11,460,000

All unlisted securities are issued by corporate entities in Hong Kong. The unlisted equity sccurities are measured at cost less
impairment at the end of the reporting period because the directors of the Bank are of the opinion that their fair values cannot be

measured reliably.

9. EQUIPMENT AND LEASEHOLD IMPROVEMENTS
COST
At 1 January 2013, 31 December 2013 and 30 June 2014
ACCUMULATED DEPRECIATION
At 1 January 2013
Provided for the year

At 31 December 2013 and 30 June 2014

CARRYING AMOUNT
At 31 December 2013 and 30 June 2014

10. DEPOSITS FROM CUSTOMERS

Current accounts
Savings deposits
Time, call and notice deposits

11. OTHER ACCOUNTS AND PROVISIONS

Interest Payable
Provision for long service payment
Others

SUPPLEMENTARY FINANCIAL INFORMATION

(1) SEGMENTAL INFORMATION

(@) By geographical area
All the business operations of the Bank are in Hong Kong,

(b) By class of business

Equipment
HKS$

738,924

665,041
36,942
701,983

36,941

30/06/2014
HKS$

69,460,937
968,017,387
1,070,951,539

©2,108,429,863

30/06/2014
HKS$

354,697
1,441,633
67,386

1,863,716

The Bank operates predominantly in the commercial banking business.

() Advances to customers - by industry sectors

Leasehold

Improvements
HKS$

1,472,938

1,472,938

1,472,938

Total
HK$

2,211,862
2,137,979

36942
2,174,921

36,941

31/12/2013
HK$

66,432,428
967,238,213
920,733,126

1,954,403,767

31/12/2013
HK$

98,853
1,441,633
3,500,690

5,041,176

The information concerning advances to customers by industry sectors has been classified according to the usage of the

loan and is stated gross of any provisions.

Loans for use in Hong Kong
Individuals - other private purposes

The loan borrowers are predominantly located in Hong Kong,

30/06/2014
HK$

814,000
814,000

31/12/2013
HK$

455,500
455,500
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OFF-BALANCE SHEET EXPOSURES

As at 30 June 2014 and 31 December 2013, the Bank had the following outstanding contractual amounts of contingent liabilities and
commitments:

30/06/2014 31/12/2013
HKS$ HKS$
Direct credit substitutes 3,590,000 3,590,000
3,590,00

3,590,000

The credit risk weighted amount of contingent liabilities and commitments is HK$ Nil (2013: HKS$ Nil).

CORPORATE GOVERNANCE

The Board of Directors is assisted by the Audit Committee, Credit, Asset and Liability Management Committee (the "CALCO") and
Remuneration Committee in corporate governance matters.

The Audit Committee consists of three independent non-executive directors and one non-executive director who report regularly to
the Board. It monitors compliance with policies approved by the Board and other internal and statutory regulations, It provides an
oversight of the Bank's internal and external auditors and thereby assists the Board in providing independent review of the
effectiveness of the financial reporting process and internal control systems of the Bank,

The Credit, Asset and Liabilities Management Committee comprises the Managing Director, Alternative Chief Executive, the
General Manager, the Manager, the Treasurer and the Head of Accounts and Operations. The Committee is established to implement
and maintain the overall risk management framework relating to credit, liquidity positions, cash flows, maturities, interest rate as well
as exchange rate trends and compliance functions. It also acts as support for the Remuneration Committee.

The Remuneration Committee consists of three independent non-executive directors and one non-executive director who report
regularly to the Board. The Remuneration Committee is responsible for making recommendations to the Board on the Bank's policy,
practices and structure for all remunerations of Directors and members of Senior Management, and determining their specific
remuneration packages. The Bank will ensure that no Director or any of his associates is involved in deciding his own remuneration
and at least an annual review of the Bank's remuneration system and its operation is carried out independently of management.

The remuneration policy covers guidelines and procedures that are commensurate with the business of the Bank. It also supports the
Bank's ethical values, objectives, strategies and control environment. The remuneration structure is designed to encourage employee
behavior that supports the Bank's risk management framework and long-term financial soundness.

QUALITATIVE INFORMATION ON MANAGEMENT OF RISK

The Barnk's activities expose it to a variety of financial risks and those activities involve the analysis, evaluation, acceptance and
management of some degree of risk or combination of risks. 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 practices.

Risk management is carried out by the CALCO under policies approved by the Board of Directors. CALCO 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 the use of non-derivative financial instruments. In addition,
internal audit is responsible for the independent review of risk management and the control environment. 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.

Credit risk

The Bank takes on exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when due. The
Bank's maximum exposure to credit risk in the event of the counterparties' failure to perform their obligations in relation to each class
of recognised financial assets is the carrying amount of those assets as stated in the statement of financial position. Impairment
allowances are made for losses that have been incurred at the end of each reporting period. Significant changes in the economy or
financial states of counterparties could result in losses that are different from those provided for af the end of each reporting period.
Management therefore carefully manages its exposure to credit risk.
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Management of credit risk

The Bank's lending and credit policies have been formulated on the basis of its 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 groups 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 these lending limits where appropriate. Exposure to credit risk is also managed in
part by obtaining collateral and corporate and personal guaraniees.

Liquidity risk
Liquidity risk is the risk that the Bank is unable to meet its payment obligations associated with its financial liabilities when they fall
due and to replace funds when they are withdrawn. The consequence may be the failure to meet obligations to repay depositors and

fulfil commitments to lend.

Management of liquidity risk

Management is responsible for monitoring the Bank's liquidity position, and does so through the periodic review of the statutory
liquidity ratio, the maturity profile of assets and liabilities, loan-to-deposit ratio and inter-bank transactions. Liquidity Risk
Management Policy is monitored by management and reviewed regularly by the CALCO and Board of Directors of the Bank. The
Bank's policy is to maintain a conservative level of liquid funds on a daily basis so that the Bank is prepared to meet its obligations
when they fall due in the normal course of business and to satisfy statutory liquidity ratio requirements, and also to deal with any
funding crises that may arise. Limits are set on the minimum proportion of maturing funds available to meet all the calls on cash
resources such as overnight deposits, current accounts and on the minimum level of inter-bank and other borrowing facilitics that
should be in place to cover withdrawals at unexpected levels of demand.

The Bank's management sets internal target levels in respect of the daily and monthly average liquidity ratios, as well as monthly
average Tier 1 liquidity ratios. The Bank's accountant is responsible for monitoring these ratios and, where a liquidity position falls
under the internal limits, the accountant reports his findings to the management who, after consultation with members of the
CALCO, decides the appropriate corrective actions to be taken.

Market risk

The Bank takes on exposure to market risks, which is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risks arise from open positions in interest rate and currency, all of which are
exposed to general and specific market movements and changes in the level of volatility of market rates or prices such as interest

rates, credit spreads and foreign exchange rates.

The Bank's market risk exposures mainly arise from the interest rate risk and foreign exchange risk.

Management of market risk

The management of market risk is principally undertaken in treasury function using risk limits approved by the Board of Directors.
The Bank has dedicated standards, policies and procedures in place to contro! and monitor the market risk. The market risks arise on
the operation are assessed and managed under the supervision of the CALCO. The Bank has met all the de minimis exemption
criteria as set out in Banking (Capital) Rules issued by the Hong Kong Monetary Authority.

Foreign exchange risk

The Bank undertakes certain transactions denominated in foreign currencies; hence exposures to exchange rate fluctuations arise.
Exchange rate exposures are managed within approved policy parameters utilising forward foreign exchange contracts where
appropriate. The Board of Directors sets limits on the level of exposure by currency and in total for both overnight and intra-day
positions, which are monitored daily.
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Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes in market
interest rates. Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate because of changes in
market interest rates. The Bank takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on
cash flow risks. Interest margins may increase as a result of such changes but may reduce or create losses in the event that
unexpected movements arise. Limits are set on the level of mismatch of interest rate repricing that may be undertaken, which is
monitored regularly.

The Bank measures the exposure of its assets and liabilities to fluctuations in interest rates primarily by way of gap analysis which
provides the Bank with a static view of the maturity and re-pricing characteristics of these positions. The daily maturity profile
reports are prepared by classifying all assets and liabilities into various time period categories according to contracted maturities or
anticipated repricing dates whichever is earlier. The difference in the amount of assets and liabilities maturing or being re-priced in
any time period category would then give the Bank an indication of the extent to which the Bank is exposed to the risk of potential
changes in the net interest income.

Operational risk

Operational risk is the risk of unexpected losses attributable to human error, systems failures, fraud, or inadequate internal controls
and procedures.

Risk management is carried out by the CALCO under the policies approved by the Board of Directors to manage operational risks
through proper human resources policies, delegation of authorities, segregation of duties, and timely and accurate management

information,

A comprehensive contingency plan is available to ensure that key business functions continue and normal operations are restored
effectively and efficiently in the event of business interruption.

CURRENCY RISK

Foreign currency exposure arising from non-trading and structural position which constitute 10% or more of the total net position in
all foreign currencies are as follows:

30/06/2014
(Equivalent in HK$)
USD GBP CAD Total
Spot assets 80,684,837 285,446,516 11,605,258 377,736,611
Spot liabilities (71,854,900) (280,630,508)  (8,209,714) (360,695,122)
Net long position 8,829,937 4,816,008 3,395,544 17,041,489
Net structural position - 2 - -
31/12/2013
(Equivalent in HK$)
us GBP CAD Total
Spot assets 81,619,081 274,367,743 11,568,661 367,555,485
Spot liabilities (72,560,408) (269,835,267)  (8,197,538) (350,593,213)
Net long position _ 9,058,673 4,532,476 3,371,123 16,962,272

Net structural position = - - N




(6) CROSS-BORDER CLAIMS

™)

The information of cross-border claims discloses exposures to foreign counterparties on which the ultimate risk lies, and is derived
according to the location of the counterparties after taking into account any transfer of risk. In general, such transfer of risk takes
place if the claims are guaranteed by a party in a country which is different from that of the counterparty or if the claims are on an
overseas branch of a bank whose head office is located in another couniry. Only countries constituting 10% or more of the
aggregated cross-border claims are disclosed.

Banks and other
financial institutions

As at 30 June 2014 HK$'000
Asia Pacific excluding Hong Kong 1,303,831
of which China 553,505
Japan 270,069
Taiwan 350,187
Malaysia 130,070

As at 31 December 2013

Asia Pacific excluding Hong Kong 1,142,620
of which China 402,618
Japan 250,142

Taiwan 259,744

Malaysia 130,092

OTHER FINANCIAL INFORMATION

(2

©)

30/06/2014 30/06/2013
% %
Average liquidity ratio for the period 7650 ) 75.61

The average ratio is the simple average of each calendar month's average ratio. Each monthly average liquidity ratio is
calculated as the ratio of the average liquefiable assets to the average qualifying liabilities, as specified in the Fourth
Schedule of the Banking Ordinance.

30/06/2014 31/12/2013
% %
Total capital ratio ~103.52 10743
Tier 1 capital ratio 10350 - 10740
Common Equity Tier 1 capital ratio - 10350 - 10740

Capital adequacy ratios were calculated on a solo basis, in accordance with the Banking (Capital) Rules issued by the
HKMA. The ratios were compiled in accordance with the amended Capital Rules effective on 1 January 2013 for the
implementation of the “Basel III” capital accord. The Bank has adopted the basic approach for the calculation of the
risk-weighted assets for credit risk and the basic indicator approach for the calculation of operational risk.

The detailed disclosures required by the Banking (Disclosure) Rules will be disclosed under "Regulatory Disclosures"
on the website of the Bank (www.tybhk.com.hk).
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NON-BANK EXPOSURES IN MAINLAND

As at 30 June 2014 and 31 December 2013, the Bank had no non-bank exposures in the Mainland.
REVIEW AND PROSPECTS

For the six months ended 30 June 2014, the Bank recorded a profit of HK$5,180,691 (2013: HK$1,242,230). It was mainly due to
the increase of interest rate on interbank placements. Our Bank's net interest income of HK$7,641,890, as compared with
HK$4,150,765 of the corresponding period last year, shows an increase of 84%.

After years of quantitative easing by various countries, the pace of global economic recovery still remains slow. The U.S. has
announced that their low interest rate policy would continue until the next year while the European Central Bank has further lowered
the interest rates. Furthermore, China’s economic growth has moderated due to persistent efforts by the government to restructure its
economy. The uncertainty of global monetary policies will continue to be a challenge for our Bank.

We shall continue to maintain a liquid balance sheet, with relatively high levels of short term liquid assets. Under the uncertain
economic outlook and downtrend of interest rate, our Bank's income level may probably decrease in the second half of the year 2014.

STATEMENT OF COMPLIANCE

In preparing the interim results for the period ended 30 June 2014, the Bank has fully complied with the requirements set out in the
Banking (Disclosure) Rules issued by the Hong Kong Monetary Authority.

By order of the Board
Ko Arthur Sai Chun
Managing Director & Chief Executive
Hong Kong 16 September 2014
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