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REPORT OF THE DIRECTORS

The directors of Tai Sang Bank Limited (the 'Bank’) submit their report together with the audited consolidated financial statements for the
year ended 31 December 2015,

PRINCIPAL ACTIVITIES

The principal activitics of the Bank are commercial banking and related financial services and property investment and management. The
prin¢ipal activities of the Bank’s subsidiaries are shown in note 14 1o the consolidated financial statements,

RESULTS AND AFPPROPRIATIONS
The results of the Bank and its subsidiaries (collectively the 'Group') for the vear ended 31 December 2015 are set out in the consolidated

statement of comprehensive incorae on page 7.

The directors do noi recommend the payment of a dividend.

DONATIONS
Charitable and other donations made by the Group during the year amounted to HK$E,000 (2014: HKSNil).

SHARE ISSUED IN THE YEAR

For the year ended 31 December 20135, the Bank has not issued any new shares. Details of the share capital are set out in note 20 to the
consolidated financial statements,

EQUITY-LINKED AGREEMENTS
For the year ended 31 December 20135, the Bank has niot entered into any equity-linked agreement,
DIRECTORS

(a) Directors of the Bank
The directors of the Bank during the year and up to the date of this report are :

Mr Wiiliam Ma Ching Wai (Chairman) Mr Ma Ching Tsun Mr Ma Ching Yuk, SBS, JP
Mr Alfred Ma Ching Kuen Mr Patrick Ma Ching Hang, BBS, JP Mr Philip Ma Ching Yeung
Mr Ma Ching Nam, OStJ, JP Mr Ma Ching Lam Ms Katy Ma Ching Man (Alternate director

to Mr. Alfred Ma Ching Kuen)

Ms Amy Ma Ching Sau (Alternate director Mr Ma Ching Cheng {Alternate director Mr Cheung Wing Yui, BBS *
to Mr. Philip Ma Ching Yeung) to Mr. Ma Ching Nam)

Mr Martin Lai Kwai Pui* Mr Henry Wong Shiu Kwan* Mr Thomas Yiu Kei Chung*

*Independent non-executive director
P

In accordance with Article 98 of the Bank's Articles of Association, alf ordinary directors retire in alternate years. Accordingly, all
ordinary directors are not required to retire and they remain in office in the coming year.

(b) Directors of the Bank's subsidiaries

During the year and up to the date of this report, Mr. Ma Ching Yuk, Mr. Alfred Ma Ching Kuen, Mr. Patrick Ma Ching Hang, M. Philip
Ma Ching Yeung and Mr. Ma Ching Tsun are also directors in subsidiaries of the Bank. There are no other directors of the subsidiaries of
the Bank.

DIRECTORS' MATERIAL INTERESTS IN TRANSACTIONS, ARRANGEMENTS AND CONTRACTS THAT ARE
SIGNIFICANT IN RELATION TO THE GROUP'S BUSINESS

Except for the loans disclosed in note 23 to the consolidated financial statements, no other transactions, arrangements and contracts of
significance in relation to the Group’s business to which the Bank’s subsidiaries was a party and in which a director of the Bank had a
material interest, whether directly or indirectly, subsisted at the end of the year or at any time during the year.

DIRECTORS’ INTERESTS IN THE SHARES AND DEBENTURES OF THE BANK OR ANY SPECIFIED UNDERTAKING
OF THE BANK

At no time during the year was the Bank, its subsidiaries or its other associated corporations a party to any arrangement to enable the
directors and chief executives of the Bank (including their spouse and children under 18 years of age) to hold any interests or short
positions in the shares or underlying shares in, or debentures of, the Bank or its specified undertakings or other associated corporation.

MANAGEMENT CONTRACTS
No contracts concerning the management and adiministration of the whole or any substantial part of the business of the Bank were entered
into or existed during the year.



REPORT OF THE DIRECTORS (CONTINUED)

BUSINESS REVIEW

{a) Review of Business

The Group's profit before tax and property revaluation gains inereased by 67.39%, from HK$1.06 million in 2014 to HK$1.78 million in
20135. During the vear, there were increases in safe deposit box rentals (up 35.47%) and property rental income (up 16.51%). On the other
hand, the Group noted a decrease in net interest income (down 16.88%) due to low interest rates and the lack of market demand for short-

dated interbank funds.

With total customer deposits increased by 5.20%, total assets grew 3.68% to reach HK$1.66 billion in 2015 (2014: HK$1.60 billion). Loans
and advances registered a 13% growth and loan-to-deposit ratio increased from 15.84% to 17.02%. The Group has also placed in longer
term interbank placements for higher interest.

During the year, all relevant laws and regulations were complied with. The Group’s conservative management was reflected in its
maintaining a Total Capital Ratio exceeding 90% and Liguidity Maintenance Ratio exceeding 80% as at year end 2015, which were
substantially above the statutory minimum 12% and 25% respectively.

With total headcount of slightly above 30 and operating in a single location, the Group places a lot of emphasis on effective communications
among management and staff. A culture of operational efficiency, risk mitigation and compliance has been built, and a sensible work-life
balance for employees is promoted.

The Group observes a sirict custorner acceptance policy. While the aim is not to provide full range of banking services to satisfy all customer
needs, the Group is committed to deliver products and services with quality and Hexibility such that solid customer relationships are
established and maintained,

The Group also supports the culture of environmental protection by promoting an environmental-friendly working environment,

(b} Principal Risks

The Group is exposed to various types of risks including credit risk, operational risk, liquidity risk, market risk, legal risk and steategic risk.
Different Board commitiees, viz. Executive Committee, Credit Committee, Asset & Liability Commitice, Audit Committes and
Remuneration Committee, details of which are carried in Note 3 to the consolidated financial statements, are in place to oversee the risk
management framework and to identify, assess, monitor, review and give direction to management to control and mitigate these rigks.

{c) Important Events and Future Development

The likely normalization of the interest rates in Hong Kong, resulting from an increase of US interest rates, will bring more opportunities for
the Group’s efficient asset utilization. The Group will continue its prudent management and will not assume undue risks for the sake of
earnings. 2016 is expected to be another year of stable and balanced growth for the Group,

PERMITTED INDEMNITY PROVISIONS

At no time during the financial year and up to the date of this Directors® Report, there was or is, any permitted indemuity provision being in
force for the benefit of any of the directors of the Bank {whether made by the Bank or otherwise} or an associated company (if made by the

Bank).

COMPLIANCE WITH THE BANKING (DISCLOSURE) RULES
The Bank has complied with the requirements set out in the Banking (Disclosure) Rules under the Hong Kong Banking Ordinance.

AUDITOR
The consolidated financial statements of the Group have been audited by PricewaterhouseCoopers whe retire and, being eligible, offer
themselves for reappointment.

(On behalf of the Board

WILLIAM MA CHING WAI
Chairman

HONG KONG, 21 MARCH 2016
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2015
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ASSETS
CASH AND BALANCES WITH BANKS

FEEE

Note

10

PLACEMENTS WITH BANKS MATURING

BETWEEN ONE AND TWELVE MONTHS

il

LOANS AND ADVANCES TO CUSTOMERS

AND OTHER ACCOUNTS

AVAILABLE-FOR-SALE INVESTMENTS

PROPERTY, PLANT AND EQUIPMENT

INVESTMENT PROPERTIES

TOTAL ASSETS

LIABILITIES
DEPOSITS FROM CUSTOMERS

OTHER LIABILITIES AND PROVISIONS

CURRENT TAX LIABILITIES

DEFERRED TAX LIABILITIES

TOTAL LIABILITIES

EQUITY
SHARE CAPITAL

RESERVES

TOTAL EQUITY

12

20

21

APPROVED AND AUTHORISED FOR ISSUE BY
THE BOARD OF DIRECTORS ON 21 MARCH

2016.
MA CHING YUK )
ALFRED MA CHING KUEN )
PHILIP MA CHING YEUNG )

PATRICK MA CHING HANG

TOTAL EQUITY AND LIABILITIES

Directors

General Manager

31 December

31 December

2013 2014

HKS HKS$
716,811,170 813,386,247
380,198,000 264,229,456
167,965,926 148,936,078
38,894,166 40,750,883
73,663,581 74,235,737
281,800,000 258,900,000
1,659,332,843 1,600,438,401
975,538,713 927,307,041
25,186,390 37,017,440
308,659 122,831
4,923,264 5,093,555

LOO3.237.026 969,540,861,
310,000,000 310,000,000
343,375,817 320,897,534
630,897,534

653,375,817

1,659,332,843

1,600,438,401

THE NOTES ON PAGES 10 TO 58 ARE AN INTEGRAL PART OF THESE CONSOLIDATED

FINANCIAL STATEMENTS.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2015

FipeE 2015 2014
Note HKS HKS

F OB o A INTEREST INCOME 5 8,082,254 9,697,311
i B A INTEREST EXPENSE 5 (609,235} (706,980)
B OF OB WA NET INTEREST INCOME 7,473,019 8,990,331
Ef&gsd A (THER OPERATING INCOME 6 13,558,916 10,822,292
OB U A NET OPERATING INCOME 21,031,935 19,812,623
G S OPERATING EXPENSES 7 {19,237,344) (18,731,077)
g e A OPERATING PROFIT 1,794,591 1,081,546
BEICE R Btk REVALUATION SURPLUS ON INVESTMENT

PROPERTIES 16 22,900,000 19,900,000
HE% R RREIE LOSS ON DISPOSAL OF PROPERTY, PLANT AND
=) EQUIPMENT (12,566) (16,950
B AT & A PROFIT BEFORE INCOME TAX 24,682,025 20,964,596
PRl cE ) 7 INCOME TAX (EXPENSE) / CREDIT 9 (15,537) 128,029
W 2SI A TR PROFIT FOR THE YEAR ATTRIBUTABLE TO EQUITY

HOLDERS 24,666,488 21,092,625
HAne T () 1k OTHER COMPREHENSIVE (EXPENSE) / INCOME :
AR E S T RS ITEMS THAT MAY BE RECLASSIFIED SUBSEQUENTLY
> IEH TO PROFIT OR LOSS:
H O EGE AVAILABLE-FOR-SALE INVESTMENTS 21 (2,188,205) 1,549,253
FEFEMEE(GE) W OTHER COMPREHENSIVE (EXPENSE) / INCOME FOR
i etk THE YEAR, NET OF TAX (2,188,205) 1,549,253

FHEEMSHEEELES TOTAL COMPREHENSIVE INCOME FOR THE YEAR
il =4 ATTRIBUTABLE TO EQUITY HOLDERS 22,478,283 27,641,878

EI0ESSE T K ERLS  THENOTES ON PAGES 10 TO 58 ARE AN INTEGRAL PART OF THESE CONSOLIDATED
R —H 4y o FINANCIAL STATEMENTS.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2015
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Note

Balance at | January 2015

Comprehensive income
Profit for the year

Other comprehensive income
Change in fair value of available-for-sale
investments 21

Total comprehensive income

Transfer and appropriation

Transfer from other properties revaluation
reserve to refained eamings 21

Transfer to regulatory reserve 21

Total transfer and appropriation

Balance at 31 December 2015

Balance at 1 January 2014

Comprehensive income
Profit for the year

Other comprehensive income

Change in fair value of availabie-for-sale
investments 21

Total comprehensive income

Transfer and appropriation

Transfer from other properties revaluation
reserve to retained earnings 21

Transfer from regulatory reserve 21

Total transfer and appropriation

Balance at 31 December 2014

or i M e S
Adtributable to equity holders of the Bank
MeA EALEEE bitl e k|
Share Other Retained
capital reserves earnings Total
HKS$ HKS HKS$ HKS$
310,000,000 11,628,683 309,268,851 630,897,534
- - 24,666,438 24,666,488
- (2,188,205) - (2,188,205
- (2,188,208) 24,666,488 22,478,283
- (64,091) 64,091 -
- 200,000 {200,000) -
- 135,909 (135,909 -
310,000,000 9,576,387 333,799.430 653,375,817
310,000,000 10,343,522 287,912,134 608,255,656
- - 21,092,625 21,092,623
«  1,549.253 - 1,549,253
- 1,549,253 21,092,625 22,641,878
- (64,092) 64,092 -
- (200,000) 200,000 -
- (264,092) 264,092 -
310,000,000 11,628,683 309,268,851 630,897,534

THE WOTES ON PAGES 10 TO 58 ARE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL

STATEMENTS.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2015
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sk 2015 2014
Note HKS HKS
NET CASH (QUTFLOW) / INFLOW FROM
OPERATING ACTIVITIES 22(a) (81,401,186) 195,318,384
INVESTING ACTIVITIES
DIVIDENDS RECEIVED ON AVAILABLE-
FOR-SALE INVESTMENTS 6 1,469,584 1,410,688
PURCHASE OF PROPERTY, PLANT AND
EQUIPMENT 15 (369,051} (488,922)
PROCEEDS FROM DISPOSAL OF
PROPERTY, PLANT AND EQUIPMENT - 2,880
PURCHASE OF AVAILABLE-FOR-SALE-
INVESTMENTS 13 (331,488) {249,426)
NET CASH INFLOW FROM INVESTING
ACTIVITIES 769,045 675,220
(DECREASE) / INCREASE IN CASH AND (80,632,141) 195,993,604
CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT
1 JANUARY 899,986,041 703,992,437
CASH AND CASH EQUIVALENTS AT
31 DECEMBER 22{b} 819,353,900 890,986,041

THE NOTES ON PAGES 10 TO 38 ARE AN INTEGRAL PART OF THESE CONSOLIDATED
FINANCIAL STATEMENTS.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS
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General Information

The principal activiiies of Tai Sang Bank Limited (the “ Bank ™) and its
subsidiaries (collectively the “Group™) are the provision of banking and related
financial services, and property investment and management.

The Bank is an authorized institution incorporated in Hong Kong, The address
of its registered office is 130-132 Des Voeux Road Central, Hong Kong.

These consolidated financial statements are presented in units of Hong Kong
dollars (HK$), unless otherwise stated. These consolidated financial statements
have been approved for issue by the Board of Directors on 2§ March 2016.

Summary of Significant Accounting Policies

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies have been
consistently applied to ail the vears presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of Tai Sang Bank Limited have been
prepared in accordance with all applicable Hong Kong Financial
Reporting Standards {("HKFRSs") issued by the Hong Kong Institute of
Certified Public Accountants (*“HKICPA™). The consolidated {inancial
statements have been prepared under the historical cost convention, as
modified by the revaluation of bank premises, available-for-sale
investments and investment properties at fair value.

The requirement of Part 9 “Accounts and Audit” of the new Hong Kong
Companies Ordinance (Cap. 622) come into operation during the financial
year, as a result, there are changes to presentation and disclosures of
certain information in the consolidated financial statements.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the
Group's accounting policies. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are
significant to the consolidated firancial statements, are disclosed in note 4.

10



Summary of Significant Accounting Policies {Continued)
2.1 Basis of preparation (Continued)

{a) Standards, amendments and interpretations effective beginning 1
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January 2015

The HKICPA has issued a number of new standards and amendments to
standards that are mandatory for the first time for the financial year
beginning 1 January 2015. The Bank has made an assessment of these
standards, amendments and interpretations and considered that they do
not have significant impact on the consolidated financial statements and
have therefore not been analysed in detail,

(b) The following new standards, new interpretations and amendments

to standards and interpretations have been issued but are not
effective for the financial year beginning 1 January 2015 and have
not been early adopted.

HKFRS 9, * Financial instruments * , addresses the classification,
measurement and recognition of financial assets and financial liabilities.
The complete version of HKFRS 9 was issued in September 2014, It
replaces the guidance in HKAS 39 that refates to the classification and
measurement of financial instruments. HKFRS 9 retains but simplifies
the mixed measurement model and establishes three primary
measurement categories for financial assets: amortised cost, fair value
through OCI and fair value through profit or loss. The basis of
classification depends on the entity's business model and the contractual
cash flow characteristics of the financial asset. Investments in equity
instruments are required to be measured at fair value through profit or
toss with the irrevocable option at inception to present changes in fair
value in OCI not recycling, Thers is now a new expected credit losses
model that replaces the incurred loss impairment model used in HKAS
39. For financial labilities there were no changes to classification and
measurement except for the recognition of changes in own credit risk in
other comprehensive income, for liabilities designated at fajr value
through profit or foss. HKFRS 9 relaxes the requirements for hedge
effectiveness by replacing the bright line hedge effectiveness tests, It
requires an ¢conomic relationship between the hedged item and hedging
instrument and for the © hedged ratio ’ t0 be the same as the one
management  actually wse for risk management purposes.
Contemporaneous documentation is still required but is different to that
currently prepared under HKAS 39. The standard is effective for
accounting periods beginning on or afler 1 January 2018, Barly adoption
is permitted. The Group is yet to assess HKFRS 9°s full impact,

HKFRS 15, 'Revenue from contracts with customers' deals with revenue
recognition and establishes principles for reporting useful information to
nsers of financial statements about the nature, amount, timing and
uncertainty of revenue and cash flows arising from an entity's contracts
with customers. Revenue is recognised when a customer abtains control
of a good or service and thus has the ability to direct the use and obtain
the benefits from the good or service. The standard replaces HKAS 18
Revenue' and HKAS 11 ‘Construction contracts’ and related
interpretations. The standard is effective for annual periods beginning
on or after 1 January 2018 and earlier application is permitted. The
Group is assessing the impact of HEKFRS 15.

There are no other HKFRSs or HK(IFRIC) interpretations that are not
yet effective that would be expected to have a material impact on the
Group.

I
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Consolidation

The consolidated financial statements include the financial
statements of the Bank and all its subsidiaries made up to 31
December.

Subsidiaries are all entities {including structured entities) over which
the Group has control. The Group controls an entity when the Group
is exposed to, or has rights to, variable returns from its involvement
with the entity and has the ability to affect those returns through its
power over the entity. Subsidiaries are fully consolidated from the
date on which control is transferred to the Group. They are de-
consolidated from the date that control ceases.

Inter-company transactions, balances and unrealised gaing on
transactions between group companies are eliminated. Unrealised
losses are also eliminated unless the transaction provides evidence of
an impairment of the asset transferred. Accounting policies of
subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group.

In the Bank's statement of financial position (Note 26), the
investments in subsidiaries are stated at cost less provision for
impairment losses (Note 2.13). The results of subsidiaries are
accounted by the Bank on the basis of dividend received and
receivable. Dividend income from subsidiaries is recognised in the
income statement when the right to receive payment is established.

There are no restrictions, or other major impediments on the transfer
of funds or regulatory capital between the Group companies.

Interest income and expense

Interest income and expense are recognised in the consolidated
staternent of comprehensive income for all instruments measured at
amortised cost using the effective interest method.

The effective interest method is a method of calculating the
amortised cost of a financial asset or a financial liability and of
allocating the interest income or interest expense over the relevant
period. The effective interest rate is the rate that discounts estimated
future cash payments or receipts through the expected life of the
financial instrument or, when appropriate, a shorter period to the net
catrying amount of the financial asset or financial liability, When
calculating the effective interest rate, the Group estimates cash flows
considering all contractual terms of the financial instrument (for
example, prepayment opiions) but does not consider future credit
losses. The calculation includes all fees paid or received between
parties to the contract that are an integral part of the effective interest
rate, transaction costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets have
beern written down as a result of an impairment loss, interest income
is recognised using the rate of interest used to discount the future
cash flows for the purpose of measuring the impairment loss.
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Fee and commission income and expense

Fees and commissions are generally recognised on an accrual basis
when the service has been provided. Loan commitment fees for loans
that are likely to be drawn down are deferred (together with related
direct costsy and recognised as an adjustment to the effective interest
rai¢ on the loan. Commission and fees arising from negotiating, or
participating in the negotiation of, a transaction for a third party - such
as the arrangement of the acquisition of shares or other securities or
the purchase or sale of husinesses - are recognised on completion of
the underlying transaction.

Financial assets

The Group classifies its financial assets as loans and receivables or
available-for-sale financial assets, The classification depends on the
purpose for which the financial assets were acquired. Managemeni
determines the classification of its investraents at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. Loans
and receivables are initially recognised at fair value and measured at
amortised cost using the effective interest method thereafier.

Available-for-sale investments

Available-for-sale investments are non-derivatives financial assets that
are either designated in this category or not classified in any of the
other categories. Available-for-sale investments are those intended to
be held for an indefinite period of time, which may be sold in response
1o needs for liquidity or changes in interest rates, exchange rates or
equity prices.

Regular purchases and sales of securities are recognised on trade-date
- the date on which the Group commits {0 purchase or self the asset.
Investments are initially recognised at fair value plus transaction costs
for all financial assets not carried at fair value through profit or Joss.
Financtal assets are derecognised when the rights fo receive cash flows
from the investments have expired or where the Group has transferred
substantially all risks and rewards of ownership.

Available-for-sale investments are carried at fair value. Unrealised
gains and losses arising from changes in the fair value of available-for-
sale investments are recognised directly in other comprehensive
income, until the financial asset is derecognised or impaired. At this
time, the cumulative gain or loss previously recognised in equity
should be recognised in the consolidated statermnent of comprehensive
income. However, interest calculated using the effective interest
method and foreign currency gains and losses are recognised in the
consclidated statement of comprehensive income. Dividends on
available-for-sale equity instruments are recognised in the
consolidated statement of comprehensive income when the Group's
right to receive payment is established.

The fair values of quoted investments are based on current bid prices.
Avaifable-for-sale investments which do not have a quoted market
price in an active market and whose fair value cannot be reliably
measured, are stated in the consolidated statement of financial position
at cost less impairment loss.
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2.7

(a0}

Fair value estimation of financial instruments

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at
ihe measurement date. The fair value of financial assets and liabilities
iraded jn active markets (such as publicly traded derivatives and trading
securities) are based on quoted market prices at the close of trading on the
reporting date.

Impairment of financial assets

Assets carried at amortised cost

The Group assesses at the end of each reporting period whether there is
objective evidence that a financial asset or group of financial assets is
impaired. A financial asset or a group of financial assets is impaired and
impairment losses are incurred if, and only if, there is objective evidence
of impairment as & result of one or more events that occurred afer the
initial recognition of the asset (a 'loss event) and that loss event (or
events) has an impact on the estimated future cash flows of the financial
asset or group of financial assets that can be reliably estimated. The
criteria that the Group uses to determine that there is objective evidence of
an impairment loss inchude :

Delinquency in contractual payments of principal or interest;
Cash flow difficulties experienced by the borrower;

Breach of loan covenants or conditions;

Initiation of bankruptcy proceedings;

Deterioration of the borrower’s competitive position;
Detertoration in the value of collateral; and

Downgrading below investment grade level.

The estimated period between a lpss occurring and its identification is
determined by management for each identified portfolio.

The Group first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, and
individually or collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence of
impairment exists for an individually assessed financial asset, whether
significant or net, it includes the asset in & group of financial assets with
similar credit risk characteristics and collectively assesses them for
impairment. Assets that are individually assessed for impairment and for
which an impairment loss is or continues to be recognised are not included
in a collective assessment of impairment.

The amount of the loss is measured as the difference between the asset's
carrying amount and the present value of estimated future cash flows
{excluding future credit losses that have not been incurred) discounted at
the financial asset's original effective interest rate. The carrying amount of
the asset is reduced through the use of an allowance account and the
amourt of the loss is recognised in the consolidated statement of
comprehensive income. If a loan has a variable interest rate, the discount
rate for measuring any impairment loss is the current effective interest rate
determined under the contract.

The calculation of the present value of the estimated future cash flows of a
collateralised financial asset reflects the cash flows that may result from
foreclosure less costs for obtaining and selling the collateral, whether or
not foreclosure is probable.

14
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Impairment of financial assets (Continued)

Asszets carried at amortised cost {Continued)

For the purposes of & collective evaluation of impairment, financial
assets are grouped on the basis of similar eredit risk characteristics
(i.e. on the basis of the Group's grading process that considers asset
type, industry, geographical location, collateral type, overdue status
and other relevant factors). Those characteristics are relevant to the
estimation of future cash flows for groups of such assets by heing
indicative of the debtors' abilily to pay all amounts due according to
the contractual terms of the assets being evaluated,

Future cash flows in a group of financial assets that are collectively
evaluated for impairment are estimated on the basis of the contractual
cash flows of the assets in the Group and historical Joss experience
for assets with credit risk characteristics similar to those in the Group.
Historical loss experience is adjusted on the basis of current
observable data 1o reflect the effects of current conditions that did not
affect the period on which the historical loss experience is based and
to remove the effects of conditions in the historical period that do not
currently exist.

Estimates of change in future cash flows for groups of assets should
reflect and be directionally consistent with changes in related
abservable data from period to period (for example, property prices,
payment status, or other factors indicative of changes in the
probability of losses in the group and their magnitude). The
methodology and assumptions used for estimating future cash flows
are reviewed regularly by the Group to reduce any differences
between toss estimates and actual loss experience.

When a loan is uncollectible, it is written off against the related
allowances for foan impairment. Such loans are written off after all
the necessary procedures have been completed and the amount of the
loss has been determined.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event
occurring  after the impairment was recognised (such as an
improvement in the debtor's credit rating), the previousty recognised
impairment loss is reversed by adjusting the allowance account, The
amount of the reversal is recognised in the consolidated statement of
comprehensive income.

Assets classified as available-for-sale

Equity Investments

The Group assesses at the end of each reporting period whether there
is objective evidence that a financial asset or a group of financial
assets is impaired. ln the case of equity investments classified as
available-for-sale, a significant or prolonged decline in the fair vaiue
of the securify below iis cost is considered in determining whether the
assets are impaired. If any such evidence exists for available-for-sale
securities, the cumulative loss - measured as the difference between
the acquisition cost and the current fair value, less any impairment
loss on that financial asset previously recognised in consolidated
statement of comprehensive income - is removed from equity and
recognised in the consolidated statement of comprehensive income.
Impafrment losses recognised in the consolidated statement of
comprehensive income on equity instruments classified as available-
for-sale are not reversed through the consolidated statement of
comprehensive income.

15
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2.8

2.9

Financial liabilities

Financial liabilities are classified at inception, recognised initially at
fair value net of transaction costs incurred and carried at amortised
cost. Any difference between proceeds net of transaction costs and the
redemption value is recognised in the consolidated statement of
comprehensive income over the period of the financial liabilities
using the effective interest method.

Offsetting financial instruments

Financial asseis and liabilities are offset and the net amount reported
in the consolidated statement of financial position when there is a
legalty enforceable right to offset the recognised amounts and there is
an intention to settle on a net basis, or realise the asset and setile the
liability simultanecusly.

2.10 Foreign curreney transiation

16

(a) Functional and presentation currency

hiems included in the financial statements of each of the Group’s
eniities are measured using the currency of the primary
economic environment in whick the entity operates { * the
functional currency™). The consolidated financial statements are
presented in Hong Kong doliars, which is the Bank's functional
and Group's presentation currency.

(b} Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions or valuation where items are remeasured. Foreign
exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates
of monetary assets and liabilities denominated in foreign
currencies are recognised in the consolidated statement of
comprehensive income,

Changes in the fair value of monetary securities denominated in
foreign currency and classified as available-for-sale are anafysed
between translation differences resulting from changes in the
amortised cost of the securities and other changes in the carrying
amount of the securitics. Translation differences related to
changes in the amortised cost are recognised in the consolidated
statement of comprehensive income, and other changes in the
carrying amount are recognised in equity.

Translation differences on non-monetary items are reported as
part of the fair value gain or Joss. Translation differences on
ron-monetary items, such as equities classified as available-for-
sale securities, are included in the investment revaluation reserve
in equity.
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Property, plant and egunipment

Bank premises represent those properties held for own use and are
treated as finance lease since the costs of land and building elements
of the leasehold properties cennot be allocated reliably at the
inception of the lease. Bank premises are stated at valuation made in
prior years less accumulated depreciation charge and impairment
losses.

On adoption of HKAS 16 entitics that measured property, plant and
equipment based on revaluation performed prior to 30 September
1995 were exempted from the requirement to make regular
revaluations prospectively, provided that these entities did not
measure their property, plant and equipment using the revaluation
mode! subsequent to 19935,

Effective from 30 September 1993, no further revaluations of bank
premises have been carried out. The Group has adopted the
transitional provision in paragraph 80A of HKAS 16, which provides
exemption from the need to make regular revaluation of bank
premises.

The revalued amount made prior to 30 September 1995 became a
deemed cost as the revaluation date for subsequent measurcment
under HKAS 16,

Cost includes expenditure that is directly attributable to the
acquisition of the items. Subsequent costs are included in the asset's
carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance are expensed in
the consolidated statement of comprehensive income during the
financial period in which they are incurred.

Bank premises are depreciated over their
estimated useful life. Any previously revalued
amount is depreciated on a straight line basis
over the remaining portion of the useful life.

Bank premises

Leasehold
improvements

Remaining portion of the useful life of the bank
prentises.

Furniture, fixtures and equipment are stated af
cost less accumulated depreciation and
accumulated impairment losses. Depreciation is
cafculated at 10% per annum on a reducing
balance basis afler an initial provision of 20%
on cost in the vear of nurchase

Furniture, fixtures
& equipment

The assets’ residual values and useful lives are reviewed, and adjusted
if appropriate, at the end of each reporting period, Assets that are
subject to amortisation are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount may
not be recoverable.

An asset's carrying amount is written down immediately to its
recoverable amount if the asse’s carrying amount is greater than its
estimated recoverable amount. The recoverable amount is the higher
of the asset's fair value less costs to sell and value in use.

Gains and losses on disposals are determined by comparing proceeds
with carrying amount.
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2.12

2.13

Investment properties

Investment properties, principally comprising land and office buildings,
are held by the owner or by the lessee under a finance lease for fong-
term yields or for capital appreciation or both, and are not occupied by
the Group.

Land held under operating lease is classified and accounted for as
investment property when the rest of the definition of investment
property is met. The operating lease is accounted for as if it were a
finance lease.

Investment property is measured initiatlly at its cost, including related
transaction costs.

After initial recognition, investment properties are measured at fair value
assessed by professional valuers on the basis of open market value. If
information of open market value is not available, alternative valuation
methods are used such as recent prices on less active markets or
discounted cash flow projections. These valuations are performed in
accordance with valuation standards on properties published by the
Hong Kong Institute of Surveyors,

Subsequent expenditure is charged to the asset's carrying amount only
when it is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be measured
reliably. The item is stated at cost less impairment and is included in the
carrying amount of investment properties. Once the item begins to
generale economic benefits, it is then measured at fair value. All other
repairs and maintenance costs are expensed in the income statement
during the financial period in which they are incurred.

Any changes in fair value are recognised directly in the consolidated
statement of comprehensive income.

If an investment property becomes owner-occupied, it is reclassified as
premises, and its fair value at the date of reclassification becomes its
cost for accouniing purposes. If an item of premises becomes an
investment property because its use has changed, any difference
resulting between the carrying amount and the fair value of this item at
the date of transfer is recognised in other comprehensive income as a
revaluation of premises wnder HKAS 16 "Property, Plant and
Equipment". However, if a fair value gain reverses a previous
revaluation loss or impairment loss, the gain is recognised in the income
statement up to the amount previously debited.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation,
but are tested annually for impairment and are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for
the amount by which the asset's carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset's fair value less
costs to sell and value in use, For the purposes of assessing impairment,
asseis are grouped at the Jowest levels for which there are separately
identifiable cash flows ({(cash-generating units). Assets other than
goodwill that suffered impairment are reviewed for possible reversal of
the impairment at each reporting date,

18
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Summary of Significant Accounting Policies (Continued)

2,14 Curreni and deferred income tax

2.15

19

The tax expense for the period comprises current and deferred fax.
Tax is recognised in the consoclidated statement of comprehensive
income, except to the extent that it relates to items recognised
directly in equity. In this case, the tax is also recognised in equity.

The current income tax charge is calculated on the basis of the tax
laws enancted or substantively enacted at the end of the reporting
period in the country where the company's subsidiaries operate and
generate  taxable income. Management periodically evalnates
positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be
paid to the tax authorities.,

Deferred income tax is provided, using the liability method, on
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial
statements. Deferred income tax is determined using tax rafes {and
laws) that have been enacted or substantially enacted by the end of
the reporting period and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax
Habitity is settled.

The principal temporary differences arise from depreciation of
property, plant and equipment, revaluation of bank premises and tax
losses carried forward. However, the deferred income tax is not
accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the
time of the transaction affects neither accounting nor taxable profit
or loss.

Deferred income tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised.

Deferred income fax is provided on temporary differences arising on
investments in subsidiaries, except where the timing of the reversal
of the temporary difference is controlled by the Group and it is
probable that the temporary difference will not reverse in the
foreseeable future.

The tax effects of income tax losses available for carry forward are
recognised as an asset when it is probable that future taxable profits
will be available against which these losses can be utilised.

Employee benefits

(1) Employee leave entitlements

Employee entitlements to annual leave are recognised when
they acorue to employees. A provision is made for the
estimated liability for annual leave as a result of services
rendered by employees up to the end of the reporting period.

Employee entitlements to sick leave and maternity leave are
not recognised until the time of leave.
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Summary of Significant Accounting Policies (Continued)

2.15

2.16

2.17

20

Employee benefits (Continued}

(b} Pension obligations

Group companies offer defined contribution mandatory
provident funds to all eligible employees of the Group. The funds
are provided through payments to trustee-administered funds.

For defined contribution plans, the Group pays contributions to
publicly or privately administered pension insurance plans on a
mandatory, contractual or voluntary basis. The Group has no
further payment obligations once the contributions have been
paid. The contributions are recognised as employee benefit
expense when they are due and are reduced by contributions
forfeiled by those employees who leave the scheme prior to
vesting fully in the contributions. Prepaid contributions are
recognised as an asset to the extent that a cash refund or a
reduction in the future payments is available.

{c) Long service payments

The Group's eligible employees who have completed a required
number of years of service to the Group are eligible for long
service payments under the Hong Kong Employment Ordinance
in the event of the termination of their employment, provided
that such termination meets the circumstances specified in the
Hong Kong Employment Ordinance.

A provision is recognised in respect of the probable future long
service payments expected to be made. The provision is based on
the best estimate of the probable future payments which have
been earned by the employees from their service to the Group to
the end of the reporting period.

Related parties

For the purposes of these financial statements, a party is considered 1o
be related to the Group if that party controls, jointly controls or has
significant influence over the Group; is a member of the same
financial reporting group, such as parents, subsidiaries and fellow
subsidiaries; is an associate or a joint venture of the Group; is a key
management personnel of the Group or parents, or where the Group
and the party are subject to common control. Related parties may be
individuals or entities.

Provisions

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events; it is more likely than
rot that an outflow of resources will be required to setile the
obligation; and the amount has been reliably estimated.

Where therg are a number of similar obligations, the likelihood that an
outflow will be required in settlement is determined by considering
the class of obligations as a whole. A provision is recognised even if
the likelihood of an outflow with respect to any one item included in
the same class of obligations may be small,

Provisions are measured at the present value of the expenditure
expected to be required to settle the obligation using a pre-tax rate that
reflects current market assessments of the time value of money and the
risks specific 1o the obligation. The increase in the provision due to
the passage of time is recognised as interest expense.
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Summary of Significant Accounting Policies (Continued)

2.18 Cash and cash equivalents

Cash and cash equivalents include cash in hand, balances with
banks, placements with banks and exchange fund papers with
original maturities of three months or less, that are readily
convertible to known amounts of cash and which are subject to
an insignificant risk of changes in value.

Fipancial Risk Management

The Group's activities expose it te a variety of financial risks and those
activities involve the analysis, evaluation, acceptance and management
of some degree of risk or combination of risks. Taking risk is core to
the financial business, and the operational risks are an inevitable
consequence of being in business. The Group's aim is therefore to
achieve an appropriate balance between risk and return and minimise
potential adverse effects on the Group's financial performance.

The Group'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 limnits by means of reliable and up-
to-date information systems. The Group regularly reviews its risk
management policies and systems to reflect changes in markets,
products and emerging best practice.

Risk management is carried out by senior management under policies
approved by the Board of Directors. Financiat risks are identified,
evaluated and managed in close co-operation with the Group's
operating units. The Board provides written policies or guidelines
covering areas, such as credit risk, interest rate risk and liguidity risk.
In addition, internal audit is responsible for the independent review of
risk management and the control environment.

The most important types of risk are credit risk, liquidity risk, market
risk and other operational risks. Markel risk includes currency risk,
interest rate and other price risks.

31 Creditrisk

The Group takes on exposure to credit risk, which is the risk
that a counterparty will cause a financial loss for the Group by
fatling to discharge an obligation. Significant changes in the
economy, or in the health of & particular industry segment that
represents a concentration in the Group's portfoiio, could result
in losses that are different from those provided for at the end of
reporting period. Management therefore carefully manages its
exposure to credit risk, Credit exposures arise principally in
loans and advances, There is also credit risk in off-balance sheet
financial arrangements such as loan commitments. The credit
risk management and control are performed by senior
management under close supervision by the Board of Directors.
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Financial Risk Management (Continued)

3.1.1 Credit risk management

The Group manages, limits and controls conceatrations of credit risk
wherever they are identified — in particular, to individual counterpartics
and groups, and to industries. The Group 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 industry
segments. Such risks are monitored on a revolving basis and subject to
an annual or more frequent review, when considered necessary,

Exposure to credit risk is managed through regular analysis 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
coilateral and corporate and personal guarantees,

(a) Collateral

The Group implements guidelines on the acceptability of specific
classes of collateral. The principal collateral types for loans and
advances are :

- Mortgages over residential and commercial properties;
- Charges over equities; and
- Pledges over deposits.

Loans and advances to customers are generally secured. In
addition, the Group will seek additional collateral from the
counterparty as soon as impairment indicators are noticed for the
relevant individual loans and advarnces.

(by Credit-related commitments

The primary purpose of these instruments is to ensure that funds
are available to a customer as required. Guarantees and standby
letters of credit - which represent irevocable assurances that the
Group will make payments in the event that a customer ¢annot
meet its obligations to third parties carry the same credit risk as
loans. Documentary and commercial letters of credit - which are
written undertakings by the Group on behalf of a customer
authorising a third party to draw drafts on the Group up fo a
stipulated amount under specific terms and conditions - are
collateralised by the underlying shipments of goods to which they
relate.

Commitments to extend credit represent unused portions of
authorisations to extend credit in the form of loans, guarantees or
letters of credit. With respect to credit risk on commitments to
extend credit, the Group is potentially exposed to foss in an amount
equal to the total unused commitments. However, the likely
amount of loss is less than the total unused commitments, as most
commitments to exiend credit are contingent upon customers
maintaining specific credit standards.
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Financial Risk Management (Continued)
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3.1.2

Credit risk (Continued)
Maximum exposure to credit risk before collateral held or ather credit

enhancements

The Group
BARYE
© Maximum exposure
2015 2014
HKS$ HKS$

Credit risk exposures relating to on-
balance sheet assets are as follows:
Balances with banks 593,040,735 598,406,980
Placements with banks 500,973,763 475,409,287
Loans and advances to customers :

Loans to individuals

- Overdrafis 247,084 277,289

- Mortgages 11,184,299 11,012,226

Loans to corporate entities ;

- Investment companies 152,792,736 132,094,156

- Small and medium size

enterprises (SMEs) 1,789.915 3.517.413

Credit risk exposures relating to off-
balance sheet items are as follows:

- Financial guarantess 4,996,000 4,996,000

- Loan commitments and other

credit related liabilities 13,121,967 28,811,556

At 31 December 1,278,146,499 1,254,524,909

The above table represents a worst case scenario of credit risk exposure 1o
the Group at 31 December 2015 and 2014, without taking into account any
collateral held or other credit enhancements attached, For on-balance sheet
assets, the exposures set out above are based on net carrying amounts as
reported in the consolidated statement of financial position.

Management is confident in its ability to continue to cantrol and sustain
minimal exposure of credit risk to the Group resulting from its loan and
advances portfolio based on the following :

- 100% of the loans and advances portfolio is categorised in the top grade
of the internal rating system (2014 ; 100%);

- Mortgage loans and properties investment loans, which represent the
majority of the loans and advances portfolio, are backed by collateral;

- 100% of the loans and advances portfolio is considered to be neither
past due nor impaired (2014 ; 100%); and

- The Group has a stringent selection process in granting loans and
advances.

Credit risk mitigation, collateral and other credit enhancements

The Group wses a variety of techniques to reduce the credit risk arising from
its lending activities. Enforceable legal documentation establishes the
Group's direct, irrevocable and unconditional recourse to any collaterai,
security or other credit enhancements provided,

23



KE

MTHIREREEMBREZ R ERR
HABEE

EERE-BRETEHF
MEREM ZHEIREAEERER
MEEER B REIRE RN EE
" -

TR AR I

B ARERE LR R
TEFZEFBERNME 5T R
HEHF - HERNEE
e EE A IR AL
ERE - R - 1T
TR B - SEFFNE
HEREREEERS - B
20155128318 » EEREK
Z 9% ¥ b A T 100% (2014
£ 1 100%) -

HE B EEEEZ EA btk
HESERERSEN - i
HRAEEREABITESS
BUH 2R BEPERA
EEERBERE  BRER
BTEBRAZER  BEit -
HEREFETGYAERE
RIEERE - RWVISENE
31H - WEAERABZIE
L BT 100% (2014 4 -
100%) -

FEFRR

NEEHEE
prt

EF O R RTT ESEIF T

2 5 The Group

JEIBERBYR{E Neither past due nor impaired

F2015E R 2014412 /318 » e BEHE
FBE T BB R EREZ R R
o A AIFEHEIRREERZESR
s H R E R 2 W SR RS R

T 2 o P S B S BRI e [ o 5 S 47 T S
EEIRE (20145 © # « FR20ISF12K3]
BEEF R EE R (20145 ¢ B Sy
EIRE (20145 £ -

Financial Risk Management (Continued)
31 Credit risk (Continued)

3.1.2 Maximum exposure to credit risk before collateral held or other credit

enhancements {Continued)

The table below describes the nature of collateral held and their financial
effect by class of financial asset:

Balances and
placements with
banks and other
financial
institutions

Loans and
advances

Contingent
liabilitics and
comniiments

These exposures are generally considered to be low
credit risk due to the nature of the counterparties.
Collateral is generally not sought on these balances.

These exposures are secured, partially secured or
unsecured depending on the type of collateral and
type of facilities offered to customers. The major
types of collateral taken include residential properties,
other properties, bank deposits and shares.
Recognised guarantees are also employed by the
Group for credit enhancement. As at 31 December
2015, the eollateral coverage of loans and advances to
customers is 100% (2014: 100%).

The components and nature of contingent liabilities
and commitments are disclosed in Note 25. Regarding
the commitments that are unconditionally cancellable
without prior netice, the Group would withdraw the
credit facilities extended to borrowers in case their
credit quality deteriorates. Accordingly, these
commitrnents do not expose the Group to significant
credit risk. As at 31 December 2015, the collateral
coverage of contingent liabilities and commitments is
100% (2014: 100%).

3.1.3 Loans and advances and placements with banks

Loans and advances and placements with banks are sumimarised as follows ;

2015E12F318 0149128318

31 December 2015 31 December 2014

EERE SEITEETR EEME.  IRITEREERR
Loans and Loans and

advances to Placements advances 1o Placements

customers with banks _custormers with banks

HK$ HK$ HKS$ HKS

166,014,034 500,973,763 146,901,086 475,409,287

There were no loans and advances that were past due but not impaired nor
loans and advances that were impaired at 31 December 2015 and 2014. The
credit quality of the portfolio of loans and advances that were neither past
due nor impaired was of satisfactory grading by reference to the internal
rating system adopted by the Group.

During the vear, the Group did not obtain any assets by taking possession
of collateral held as security (2014 : Nil}). The Group has no rescheduled
loans (2014 : Nil) nor repossessed assets (2014 : Nil) as at 31 December

2015.
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Financial Risk Management (Continued)
3.1 Credit risk (Continued)

3.1.4 Concentration of risks of financial assets with credit risk exposnre

() MR {a) Geographical sectors
BUF g8 My 201 SEE201448E 12 F 31 The following table sets out the breakdown of the Group's main credit
OEEREERE Y TREERERE exposure at their carrying amounts, as categorised by geographical
DArBIEIR SRR « LN & region as of 31 December 2015 and 2014. For this distribution, the
B SHE T BEEESERRRRE Group has allocated exposures to regions based on the country of
BRI - (SR TR domicile of its counterparties, Credit risk exposure by geographical
BRI B e - sectors is classified according to the location of counterparties after

taking into account the transfer of risk.

H=HE The Group
BRE
R
Asia Pacific
BE excluding B HEEE
Hong Kong Hong Kong Europe Total
HKS$ HKS HK$ HK$
BA20154212831H At 31 December 2013
R S A Placements with banks 150,000,000 345,229,522 5,744,241 500,973,763
& Loans and advances to
customers :
A Loans to individuals :
-IEE - Overdrafts 247,084 - - 247,084
- FFiB - Mortgages 11,184,299 - - 11,184,299
e 5=+ Loans to corporate entities :
- E N E] - Investment companies 152,792,736 - - 152,792,736
- e - SMEs 1,789,915 - - 1,789,915
316,014,034 345,229,522 5,744,241 666,987,797
201448127318 At 31 December 2014
I AGIE £ ¢ Placements with banks 140,000,000 326,738,961 8,670,326 475,409,287
EFERE Loans and advances to
customers :
AN Loans to individuals :
-Ew - Overdrafts 277,289 - - 277,289
- 18 - Mortgages 11,012,226 - - 11,012,226
fbEEEE 1.oans to corporate entities :
- B NE] - Investment comparies 132,094,156 - - 132,094,156
- B - SMEs 3,517,415 - - 3,517,415
286,901,086 326,738,961 8,670,326 622,310,373
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The Group

As at 31 December 2015

Placements with banks

Loans and advances to
customers

Loans to individuals :

- Overdrafts

- Mortgages

Loans to corporate
entities :

- Investment companies
- SMEs

As at 31 December 2014

Placements with banks

Loans and advances to
CUStomers :

Loans to individuals :
-« Overdrafis
- Mortgages

Loans to corporate
entities :

- Investment companies
- SMEs

Credit risk (Continued)

Concentration of risks of financial assets with credit risk exposure

(Continaed)

Industry sectors

The following table sets out the breakdown of the Group's main credit exposure
at their carrying amounts, as categorised by the industry sectors of its

counterparties.

26

11,289,515

HhdE R
HiF5H4M  Whole-sale B NT

Financial and retail Investment \A e
institutions trade cornpanies Individuais Total
HK$ HES HK$ HKS HKS%

500,973,763 - - - 500,973,763

. ] - 247,084 247,084

- - - 11,184,299 11,184,299

- - 152,792,736 - 152,792,736

- 1,789,915 - - 1,789,915

500,973,763 1,789,915 132,792,736 11,431,383 666,987,797

475,409,287 - - - 475,409,287

- - - 277,289 271,289

- - - 11,612,226 11,012,226

- - 132,094,156 - 132,094,156

- 3,517,415 - - 3.517.415

475,409,287 3,517,415 132,094,156

622,310,373
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3.2

3.2.1
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Markef risk

The Group takes on minimal 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 matket prices. Market risks arise
from open positions in interest rate, currency and equity products, 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, foreign exchange rates and equity
prices.

The Group performs periodic stress tests to monitor its exposures to
market risks. Stress tests provide an indication of the potential size of
losses that could arise in extreme conditions. The siress tests carried
out by the Group are in general risk factor stress testing, where stress
movements are applied to risk category.

The results of the stress tests are reviewed by senior management and
by Board Committees. The stress testing is tailored to the business
and typically uses scenario analysis.

Sensitivity analysis for 2015 and 2014

As at 31 December 2015, no significant open positions in foreign
currencies were taken, hence the net interest income for foreign
currencies were not sensitive to interest rate changes. Interest
sensitivity applies mainly to Hong Kong Dollar (HKD') positions,
whereby if the HKD market interest rates had been 50 basis points
lower with other variables held constant, the Group's profit after tax
for the year and reserves would have been HK$2,050,673 (2014:
HK$3,301,601) lower. This arose as a result of lower net interest
income earned on floating rate financial instruments.

The Group's equity risk position arises mainly from the holdings of
equity securities all being classified as available-for-sale, the
majority of which being listed in Hong Keong. Such holdings are held
for long term investment purpose. At 31 December 2013, if Hang
Seng Index had been 10% lower (2014: 10% lower) with all other
variables held constant and the equity instruments moved according
to the historical correlation with the index, the Group's profit afier
fax would remain unchanged (2014 unchanged), while the Group's
investment revaluation reserve would have been HK$3,420,430
fower (2014: HK$3,504,640 lower). The Group's available-for-sale
equity securities would be HEKS$3,420,450 lower (2014
HEK$3,304,640 lower).

At 31 December 2015 and 2014, majority of the Group's financial
assets and liabilities are denominated in HKD or United States
dollars (USDY') and as HKD is pegged to the USD, therefore the
Group is not exposed to significant currency risk.

The method and assumption used or the above sensitivity analysis on
interest rate risk and equity price risk is performed on the same basis
for both 2015 and 2014.
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The Group
At 31 December 2015
Assets

Cash and balances with banks

Placements with banks maturing
between one and twelve months

Loans and advances to customer
and other accountis

Available-for-sale investments
Property, plant and equipment

Investment properties

Total assets

Liabilities

Depasits from customers
Other liabilities and provisions
Currrent tax liabilities

Deferred tax liabilities

Total liabilities

Net on-balance sheet position

Credit commitments

2

S
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Market risk (Continued)

Foreign exchange

The Group takes on exposure to effects of fluctuations in the prevailing
foreign currency exchange rates on its financial position and cash
flows. The table below summarises the Group's exposure to foreign
curreacy exchange rate risk at 31 December. Included in the table are
the Group's assets and liabilities at carrying amounts, categorised by

currency.

Concenirations of currency risk on-and off-balance sheet items

b =TT Ef ]

HK Doliars US Dollars Others Total

HKS$ HKS HK$ HKS
715,239,268 923,379 648,523 716,811,170
350,000,000 30,198,000 - 380,198,000
167,943,538 22,3188 - 167,965,926
38,829,542 64,624 - 38,894,166
73,663,581 - - 73,663,581
281,800,000 - - 281,800,000
1,627,475,929 31,208,391 648,523 1,659,332,843
044,757,808 30,417,035 363,870 975,538,713
25,135,560 30,708 122 25,186,390
308,659 - - 308,639
4,923,264 - . 4,923,264
G75,125.291 30,467,743 363,992 1,005,957,026
652,330,638 740,648 284,531 653,375,817
15,232,274 - 2,885,693 18,117,967
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Financial Risk Management (Continued)

3.2 Market risk {Continuned)

3.2.2 Foreign exchange (Continuned)

it =T Ef e
HK Dollars US Dollars Othets Total
HK$ HK$ HK$ HKS
The Group
At 31 December 2014
Assets
Cash and balances with banks 810,462,257 2,031,814 892,176 813,386,247
Placements with banks maturing
between one and twelve months 230,000,000 34,229 4356 - 264,229,456
Loans and advances to customers
and other accounts 148,918,203 17,875 - 148,936,078
Available-for-sale investments 40,688,427 62,456 - 40,750,883
Property, plant and equipment 74,235,737 - - 74,235,737
Investment properties 258,900,000 - - 258,900,000
Total assets 1.363,204,624 36,341,601 892,176 1,600,438,401
Liabilities
Deposits from customers 891,679,362 34,904,128 723,551 927,307,041
Other Habilities and provisions 36,963,355 54,076 9 37,017,440
Currrent tax liabilitics 122,831 - - 122,831
Deferred tax liabilities 5,093,555 - - 5,093,555
Total liabilities 933,850,103 34,958,204 723,560 969,540,867
Net on-balance sheet position 629,345,521 1,383,397 168,616 630,897,534
Credit commitments 32,352,443 - 1,455,113 33,807,556
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The Group

At 31 December
2015

Assets

Cash and balances

with banks

Placements with
banks maturing
between one and
twelve months

Loans and advances

to customers and
other accounts

Available-for-sale

investments

Other assets

Total assets

Liabilities
Depaosits from
customers

Other liabilities

Total liabilities

Total interest
sensitivity gap

Financial Risk Management (Continued)

3.2 Market risk (Continued)

3.2.3 Interest rate risk

Interest sensitivity of assefs, liabilities and off-balance sheet Hems -
repricing analysis

Cash flow interest rafe 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
becanse of changes in market interest rates. The Group takes on exposure to the
effects of fluctuations in the prevailing levels of market interest rates on both its
fair value and 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. The Board sets limits on the level of mismatch of interest rate repricing
that may be undertaken, which is monitored daily by senior management.

The table below summarises the Group's exposure to interest rate risks. Included
in the table are the Group's assets amd liabilities at carrying amounts,
categorised by the earlier of contractual repricing or maturity dates.

g2 15 B FFER
WA A ELWA 1E3ER s &E b= Non-
Up o 13 3-12 13 Over interest aare
i month months months years S years bearing Total
HK$ HK$ HKS$ HK$ HKS HK$ HKS
121,362,487 - - - - 595,448,683 716,811,170
- 230,198,000 150,000,000 - - - 380,198,000
80,312,037 85,701,997 - - - 1,951,892 167,965,926
- - - - - 38,894,166 38,894,166
- - - - - 355,463,581 355,463,581
201,674,524 315,899,997 134,000,000 - - 991,758,322  1,659,332,843
724,383,070 85,172,622 77,9G0,000 - - 88,083,021 975,538,713
- - - - - 30,418,313 30,418,313
724,383,070 85,172,622 77,900,000 - - 118,501,334  1,005,937,026
(522,708,546) 230,727.375 72,100,000 - -
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Financigl Risk Management (Continued}

3.2

Market risk {Continued)

3.2.3 Interest rate risk {Continued)

The Group
3E12 1E3 fehlc JEEA
MEA LA 1ZE3{#AH EH £ 55 Non-
Upto 1-3 312 1-5 Over interest gaEg
1 month months months years  Jvears bearing Tota
HKS HK$ HKS HKS$ HKS$ HKS§ HK$
201448128 At 31 December
318 2014
HiE Assets
BEEHEE R Cashand balances
AE with banks 212,600,486 - . - - 600,785,761 813,386,247
TEERERE®E  Placements with
EEit1E12{8  banks maturing
H P E(HR between one and
twelve monihs - 164,220,456 100,000,000 - - - 264,229 456
FEWEEE  Loans and advances
frAETE to customers and
pther accounts 37,464,065 89,437,021 - - - 2,034,992 148,936,078
T ETE Available-for-sale
investments - - - - - 40,750,883 40,750,883
HipgEE Other assets - - - - - 333,135,737 333,135,737
wEEAET Total assets 270,064,351 233,666,477 100,000,000 - - 976,707,373 1,600,438,401
B Liabilities
2 g Deposits from
customers 688,466,080 86,660,023 77,900,000 - - 74,280,938 927,307,041
HYBEE Other liabilities - - - - - 42,233,826 42,233,826
=l e Total liabilities 688.466,080 86,660,023 77,900,000 - - 116,514,764 969,340,867
WElmEEEE  Total interest
maEt sensitivity gap {418,401,529) 167,006,454 22,100,000 - -
33 LEESRR 33 Liquidity Risk
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Liquidity risk arises from the mismatch in the cash flows arising
from on-balance sheet assets and liabilities, pius the settlement
characteristics of off-balance sheet activities.

The Group's liquidity management process, as closely monitored
by senior management in accordance with policies and guidelines
established by the Board, includes the following tasks :

- day-to-day funding, managed by monitoring future cash flows to
ensure that requirements can be met;

- maintaining adequate smount of highly marketable assets that
can easily be liquidated as protection against any unforeseen
interruption to cash {low;

- monitoring liquidity ratios against internal and regulatory
requirements; and

- managing the concentration and profile of debt maturities.



Financial Risk Management (Continued)

3.3 Liquidity risk {Continned)

BB T —% » #BE B Z oS HER EE ST Monitoring and reporting take the form of maturity profile projections
 HERNEBESEE > EHIARE - TR ERARBKETZ R for the next day, week and month respectively, as these are key periods
B E R S ERE . EYEr BB EISMEEE T2 for liquidity management. Mismatches between medium-term assets
7K PEETIS D S — B R g et - and fiabilities together with the level and type of undrawn lending

commitments, overdraft facilities usage and contingent liabilities are
alse monitored under the usual conservative strategy of the Group.

3.3.1 EiHAYH 3.3.1 Maturity analysis
FHZFHRPESEFETESA T E 2 Re05R i s The table on the following page anatyses the Group's assets and
T EERBRENHEM TS - liabilities into relevant maturity groupings based on the remaining

period at end of the reporting period to the contractual maturity date,

£ The Group
IER 1ZEs5 HEiR
Eiti 1R B ) = B 1E348 A #A E: SHE
Repayable on Upto 1-3 3-12 1-5 Over FEBGEE H e
emand 1 month months moaths YERIS S years Indefinite Total
HKS$ HKS HKS§ HK$ HKS HK§ HK$ HKS
F20154E12 At 31 December
HA318 015
Wi Assets

JEfFE4 R Cashand

Py e batances with
banks 566,035,407 120,775,763 - - - - - 716,811,170

EHIFRE Placements with

#E2IEEN] banks maturing

Fi2EHAER  between one and

B twelve months - - 230,198,000 150,000,000 - . - 380,198,000

FFRER R Loans and
H A HRTE advances to

customers and

other accounds 78,077,464 775,962 2,526,847 6,255,218 72,001,183 7443964 885288 167,965,926
BIHEIEE  Available-for-sale

vestments ’ ) . - - - 38,894,166 38,894,166
st BEE Property, plant
FEai and equipment . B ) ) i L meeisel 73.663.581
W Investment

properties ) ) . - - . 281,800,000 281,800,000
WEasr  Total assets 674,112,871 121,551,725 232,724,847 156,255,218 72,001,183 7443964 395243035  1.659332.843
B Liabilities
EPER Deposits from

customers 804,741,154 7.724,937 85,172,622 77,900,000 - - - 975,538,713
A saER  Other lizbilities
2l and provisions 12,213,533 1,153,019 1,638,273 8,192,017 1,989,548 - - 25,186,390
EHRREA  Current tax
& liabilities - - - 308,659 . - - 308,659
WRIEIR S Deferred tax
& liabilities - - . - - - 4923264 4,923,264
BEast Total linbilities 816,954,687 8,877,956 86,810,895 86,400,676 £,989,548 - 4,9231264 1,005,957,026

BREIESE  Net liquidity
et gap (142,841,816) 112,673,769 145913952 69,854,542 70,011,635 7443964 390319771 653,375,817
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Financial Risk Management {Continued)

3.3  Liguidity risk {Confinued)
3.3.1 Mamrity profile {Continued

#m The Group
3E12 155 HBig
BEE EMALA 1338 A A F SEE
Repayable on Upto 1.3 3.12 -5 Over mEIERE YA
demand I month months months ears 5 years Indefinite Total
HK3 HKS HK$ HK3$ HK$ HES HKS$ HKS
20144 At 31 December
12H31E 2014
HEE Assets
EFEE4  Cash and
RSl balances with
e hanks 602,206,416 211,179,831 . - - - - 813,386,247

TEHAYRI  Placements with

E¥TE  banks maturing

FHIELHEA  between one and

APSELE  twelve months . . 164229456 100,000,000 ; ; 264229456

E sy Loans and
R fhaE  advances to

b= customers and

other accounts 53,550,346 931,781 3,637,619 6,265,827 75,622,055 8,046,402 882,048 148,536,078
A ER  Available-for-
# sale investments - - - - . - 40,750,883 40,750,883
Yk - 4 Property, plant
BE#HM  and equipment - - - . - - 742357137 74,235,137
SEEE  Investment

propesties - - - - - - 258,900,000 258,900,000
HEEAE  Total assets 635,736,762 212,111,612 167,867,675 106,265,827 75,622,055 8,046,402 374,768,668  1,600,438,401
=t Liabilities
# EEEE Deposits from

customers 733,516,298 29230720 86660023 77,900,000 - - - 927,307,041
H{b@E®E  Other Habilities
R and provisions 25,956,999 840,055 1,678,613 6,507,640 2,034,133 - - 37,017,440
AEApirE  Current tax
=L tiabilities - . - 122,831 - . - 122,831
WEIEFIE  Deferred tax
G liabilities . . - - - - 5,093,555 5,093,553

PN

RS poarvabiliies 759,473,297 30,070,775 88,338,636  84,530471 2,034,133 - 5,093,555 969,540,867

B Netliguidity
&ETE gap {103,716,535) 182,040,837 79,528,439 21,735,356 73,587,922 8,046 402 369,675,113 630,897,534
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sl The Group
REEPRS \ZMEA  3BER SR
Upto 1-3 3-12 More than L]
1 month months months 1.year Total
HK$ HEKS HKS HKS HKS
2015412831 At 31 December 2015
FERTHEEEHE Neon-derivative cash flow
=t Liabilities
= ey Deposits from customers 812,466,091 85,172,622 77,900,000 . 975,538,713
Hir & E Other [iabilities 13,367,778 1,677,613 6,705,741 1,989,548 23,740,680
BAMEE(SHER  Total liabilities
B) (contractual maturity) 825,833,869 86,850,235 84,603,741 1,989,548 999,279,393
F{eEEnEESE Assets held for managing
Bz EBEEGEHIR) liguidity risk (contractual
maturity) 717,138,582 231,357,341 151,979,394 - 1,100,175,317
Fr20144£12H31 5 At 31 December 2014
JEFTEESTE Nan-derivative cash flow
=i Liabilities
HEER Deposits from customers 762,747,018 86,660,023 77,900,000 - 927,307,041
HinEE Other liabilities 26,800,214 1,712,941 5,137,453 2,034,134 35,684,742
BEEH(GQEE  Total liabilities
H) (contractual maturity) 789,547,232 88,372,964 83,037,453 2,034,134 962,991,783
HEEMNEEEE  Assefs held for managing
b BHRE(SHUTIEAH)  liquidity risk (contractual
maturity) 813,749,539 164,977,924 101,827,935 - 1,080,555,398

AR A RERRRERMAE
MAEBZBEQERE - SRITEX
R RSE L H RS EEER
BRFMEIFERUA - REHEEE
fEHAR] - —Eo SHERB R IEE
RZEFPHEEHEY - FrRE
AHEREFESRAEREEEER
R AR -

Financial Risk Mapapement (Continued)

3.3

Liguidity risk (Continued)

3.3.2 Non-derivative financial liabilities and assefs held for managing liguidity risk

The table below presents ihe cash flows payable by the Group under non-
derivative financial liabilities and assets held for managing liquidity risk by
remaining contractual maturities as at the end of the reporting peried. The
amounts disclosed in the table are the contractual undiscounted cash flows,
whereas the Group manages the inherent Hquidity risk based on expected

undiscounted cash inflows.

Assets available to meet all of the liabilities and to cover outstanding loan
comumitments include cash, bank balances, items in the course of collection and
exchange fund bills; and placements with banks. In the normal course of
business, a proportion of customer loans contractually repayable within one year
will be extended. The portfolio of marketable securities held provides further
reserves 1o meet unexpeeted cash outflows.
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Financial Risk Management (Continued)

33 Ligquidity risk (Continued)

3.3.3 Off-balance sheet items

The Group

At 31 December 2015

Loan commitments

(uarantees, acceptances and other
financial facilities

- Acceptances

- Guarantees and standby letters
of credit

- Procumentary and commercial
letters of credit

Total

At 31 December 2014

Loan commitments

Guaraniees, acceptances and other
financial facilities

- Acceptances

- Guarantees and standby fetters
of credit

- Documentaty and commercial
letters of credit

Total

(a) Loan commitments

TEELA

No later than FEFHAR e

1 year Indefinite Total

HKS HKS§ HK$
10,236,274 - 10,236,274
473,525 - 473,523
4,000,000 996,000 4,996,000
2,412,168 - 2,412,168
17,121,967 996,000 18,117,967
27,356,443 - 27,356,443
826,735 - 826,735
4,000,000 996,000 4,996,000
628,378 - 628,378
32,811,556 996,000 33,807,556

The dates of the contractual amounts of the Group's off-balance sheet financial
instruments, that commit it 1o extend credit to custorers and other facilities, are

surmnmarised in the above table,

(b)  Financial guarantees and other financial facilities

Financial gnarantees are also inciuded above based on the conditions existed at the
reporting date as to what contractual payments are required.
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Financial Risk Management (Continued)

3.4  Fair values of financial assets and liabilities

(a) Financial instruments not measured at fair vatue

(b

36

The fair values of financial assets and Habilities not presented at
fair value in the Group's statement of financial position are
estimated as follows:

(i) Placements with banks

The fair value of overnight placements to banks is their
carrying amount, Fixed interest-bearing placements are
maturing within one year from the end of the reporting
period and their carrying value approximates fair value.

{ii} Loans and advances to customers

Loans and advances to customers are net of provisions for
impatrment and bear interest at a floating rate and their
carrying vatue approximates fair value.

(iit) Deposits from subsidiaries and other customers

The estimated fair value of deposits with no stated maturity,
which includes non-interest bearing deposits, is the amount
repayable on demand. The fair value of those balances
bearing interest at a floating rate is their carrving value.
Fixed interest-bearing deposits from subsidiaries and other
customers are maturing within one year from the end of the
reporting period and their carrying value approximates fair
value.

Fair value hierarchy

HKFRS 13 specifies a hierarchy of valuation techniques based on
whether the inputs to those valuation techniques are observable or
unobservable. Observable inputs reflect market data obtained
from independent sources; unobservable inputs reflect the Group's
market assumptions. These two types of inputs have created the
following fair value hierarchy:

- Level 1 - Quoted prices (unadjusted) in active markets for
identical assets or liabilities.

- Level 2 - Inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either
directly (that is, as price) or indirectly (that is, derived from
prices).

- Level 3 - Inputs for the asset or liability that are not based on
observable market data (unobservable inputs).

This hicrarchy requires the use of observable market data when
available. The Group considers relevant and observable market
prices in its valuations where possible.
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Financial Risk Management (Continned)

3.4  Fair values of financial assets and liabilities (Continued)

(b}  Fair value hierarchy (Continued)

Assets measured af fair value :

The Group
Bl 2R 3k T
Level 1 Level 2 Level 3 Total
HKS HKS$ HKS HK$
31 December 20315
Recurring fair value
measurement
Available-for sale investment
securities - equity 38,758,166 - - 38,758,166
Investment propertics - - 281,800,000 281,800,000
38,758,166 - 281,800,000 320,558,166
31 December 2014
Recurring fair value
measurement
Available-for sale investiment
securities - equity 40,614,883 - - 40,614,883
Investment properties - - 258,900,000 258,900,000
40,614,883 - 258,500,000 299,514,883

There were no significant transfers of financial assets between level 1 and level 2 fair value
hierarchy classifications.

Valuation basis of investment properties

The investment properties were revalued as at 31 December 2015 and 31 December 2014 on
the basis of its open market value, which was derived by the following valuation
methadelogies by Savills Valuation and Professional Services Limited, an independent firm
of qualified property valuers.

- Sales evidence on the market on comparable properties around the time of valuation; and

- Capitalization of the income potential using appropriate capitalisation rate, which was
derived from analysis of sale transactions and the valuer’s interpretation of prevailing investor
requirements or expeciations,

The following table shows a reconciliation from the beginning balances for fair value
measurements in Level 3 of the fair value hierarchy for the year ended 31 December 2015:

2015 2014
HEKS$ HK$
At January 258,900,000 239,000,000
Galin form fair value adjustments on investment properties 22,900,000 19,900,000

At 31 December 281,800,000 _ 258,900,000
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Financial Risk Management (Continued)

3.4

{c)

35

Fair values of financial assets and liabilities (Continued)

Fair value of assets and liabilities not measured at fair value

The carrying amounts of the Group's financial instruments carried at cost
or amortized cost are not materially different from their fair values as at 31
December 2015 and 31 December 2014,

Accordingly, no disclosure on the fair values and the level of the fair value
hierarchy are disclosed in the consolidated financial statements.

Capital management

The Group's objectives when managing capital, which is 2 broader concept
than the 'equity’ on the face of consclidated statement of financial position,
are:

- to comply with the capital requirements under the Banking (Capital)
Rules of the Banking Ordinance and the authorization criteria of
licensed bank under the Banking Ordinance;

- to safeguard the Group's ability to continue as a going concern, so that
it can continue to provide returns for shareholders;

- to maintain a strong capital base to support the Group's stability and its
business devefopment; and

- to employ capital in an efficient and risk based approach with an aim
to optimize risk adjusted retum to the shareholders.

Capital adequacy and the use of regulatory capital are monitored daily by
the Group's management, employing techniques based on the Banking
(Capital) Rules. The required information is filed with the HKMA on a
quarterly basis.

The HKMA requires each bank or banking group to maintain a capital
adequacy ratio (“CAR™), defined as the ratio of total regulatory capital (as
defined under the Banking (Capital} Rules) to the risk-weighted assets, at
or above the minimum as set out in section 3A of the Banking (Capital)
Rules, The capital adequacy ratio as at 31 December 2015 are computed
on both solo and consolidated basis of the Bank as specified by the HKMA
under section 3C of the Banking (Capital) Rules for its regulatory
purposes, and are in accordance with the Banking (Capital) Rules.

The Bank's policy on capital adequacy as approved by the Board of
Directors sets out the objectives, policies and process for managing capital
and assessing the adequacy of capital to support its current and future
activities. The Bank reviews its policy on capital adequacy on a regular
basis 1o ensure all necessary changes are reflected in the policies.

CAR is monitored by the Bank on a daily basis to ensure compliance with
all relevant statutory requirements and regulatory puidelines governing the
banking business.
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Financial Risk Management {Continued)

3.8

Capital management (Continued)

Other than statutory CAR, an internal trigger CAR is applied for control purposes. If
the actual CAR falls below the trigger ratio, the case would immediately be reported
to the Board and the HKMA, and remedial action will be taken.

In addition, the Bank will assess the impact on its capital when there are new
products, new investments, or any proposed significant transactions.

Semi-annnal stress tests are also performed to assess the potential impact of exireme
business conditions on capital and to develop strategies to mitigate the adverse effects
where necessary.

The table below summarises the ratios and the composition of regulatory capital of
the Group as at 31 December 2015 and 31 December 2014, The Bank complied with
all of the externally imposed capital requirements by the HKMA throughout the year.

2015 2014
Common equity tier I capital ratio 68.06% 73.00%
Tier 1 capital ratio 68.06% 73.00%
Total capita] ratio 91.10% 95.63%
Capital conservation buffer ratio 0% 0%

The above capital ratios represent the consolidated ratios of the Bank computed in
accordance with the Banking (Capital) Rules as at 31 December 2015 and 2014. In
accordance with the Banking (Capital) Rules, the Bank has adopted the “ basic
approach ” for the calculation of the risk weighted assets for credit risk, the
standardized (market risk) approach for the calculation of market risk and the“basic
indicator approach™ for the caleulation of operationat risk. For the year ended 31
December 2014, the Bank was exempted from the calculation of risk weighted assets
for market risk. This exemption was revoked during the year ended 31 December
2015,

The Bank is required to calculate and report its capital ratios on the consolidated
position based on the regulatory scope of consolidated figures in addition to the
Bank's solo position based on its wnconsolidated level figures. The basis of
consolidation for accounting purpose differs from the basis of consolidation for
regulatory purposes, under which only Success Land Enterprises Limited, Golden
Wisdom Development Limited and Team Gold Investment Limited are included as
subsidiaries in the consolidated Group for regulatory purposes.
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Financial Risk Management (Continued}

3.5

Capital management (Continued)

The capital base after deductions used in the calculation of the above capital ratios
and reported to the Hong Kong Monetary Authority is analysed as follows :

2015 2014
HK$'000 HK$°000
Common eqguity tier | (CET!) capital
CET]1 capital instruments 264,987 264,987
Retained earnings 333,647 309,226
Disclosed reserves 9,576 11,628
608,210 585,835
{ess : Cumulative fair value gains arising from
revaleation of land and buildings (232,572) {209,736)
Regulatory reserve for general banking risk {1,700y (1,500)
Total CET1 capital after deductions 373,938 374,599
Additional Tier 1 capital - -
Total Tier 1 capital after deductions 373,938 374,599
Tier 2 capital
Reserve attributable to fair value gains on revaluation
of land and buildings 124,914 114,637
Regulatory reserve for general banking risk 1,70¢ 1,500
126,614 116,137
Less : Tier 2 capital deductions - -
Total Tier 2 capitat after deductions 126,614 116,137
Total capital base 500,552 490,736

Critical Accounting Estimates, and Judgments in Applying Accounting Policies

(2)

Distinction between investment properties and owner-occupied properties

The Group determines whether a property qualifies as investment property by
considering whether the property generates cash flows largely independent of its
other assets. Owner-occupied properties generate cash flows that are attributable not
only to property but also to other assets used in the production or supply process.

Some properties comprise a portion that is held to eam rentals or for capital
appreciation and another portion that is held for use in the production or supply of
goods or services or for administrative purposes. If these portions can be sold
separately (or leased out separately under a finance lease), the Group accounts for the
portions separately. If the portions cannot be sofd separately, the property is
accounted for as investment property only if an insignificant portion is held for use in
the production or supply of goods or services or for administrative purposes.
Judgment iz applied in determining whether ancillary services are so significant that a
property does not qualify as investment property. The Group considers each property
separately in making its judgment.
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Critical Accounting Estimates, and Judgments in Applying Accounting

Policies (Continued)

(b)

(c)

(d)

(e

Estimate of fair value of investment properties

The fair values of investment properties are estimmated based on the
valuation made by an independent prefessional valuer on an open market
basis at a valuation date. The fair values are assessed in accordance with
the HKIS Valuation Standards on Preperties (2012 Edition) published by
the Hong Kong Institute of Surveyors. The contractual rental income and
the expected future market rental income after allowing for outgoings and
maintenance requirements are capitalised at observed market yields. The
principal assumptions enderlying the estimation of market value are those
related to: the receipt of contractual rentals; expected future market rentals;
rent free periods; maintenance requirements; and observed market yields.
Changes in the assumptions used in the valuation would affect the fair
value of investinent properties.

In addition, the values are also assessed by reference to comparable sales
transactions around the valuation daie as reported in the relevant market at
similar locations. Appropriate adjustments have been made on the values
of the subject properties for relevant factors, such as location difference,
building age, time of transaction, shop frontage, floor levels and pedestrian
flow, etc.

Long-service payments

The present value of the Jong service payments depends on a number of
factors that are determined on a number of assumptions. The assumptions
used in determining the provision for long-service payments include the
discount rate, the rate of staff pay adjustments, and the probability of staff’
entitlement for long service payments. Any changes in these assumptions
will impact the carrying amount of long-service payments obligations.

The Group determines the appropriate discount rate at the end of sach
reporting period upon referencing the interest rates on government bonds.
This is the interest rate that should be used to determine the present value
of estimated future cash outflows expected to be required to settle the
long-service payments obligations.

Impairment of available-for-sale investments

The Group follows the guidance of HKAS 39 to determine when available-
for-sale investments are impaired.

The Group determines that available-for-sale equity investments are
impaired when there has been a significant or prolonged decline in the fair
value below its cost, This determination of what is significant or prelonged
requires judgement. In making this judgement, the Group evaluates among
other factors, the volatility in share price. In addition, objective evidence
of impairment may be deterioration in the financial health of the investee,
industry and sector performance, changes in technology, and operational
and financing cash flows.

Betermination of deferred faxation

In determining the deferred tax positions of the Group and of the Bank,
significant judgment is required in determining the tax implications of the
transactions entered by the Group. Deferred tax assets are recognised to
the extent that it is probable that it could be recoverable, Deferred tax
liabilities are recognised at full.

Management reviewed all the transactions entered by the Group and by the
Bank, and all deferred tax assets (to the extent recoverable) and deferred
tax liabilities are recognised in the consolidated financial statements
except for the certain tax losses carry forwards that the realisation of
related tax benefit through future taxable profits is not probable,

41




5 HFIRWA

FIEHA
EERE R R ERESRIE
9

FIRZH
EPER
Hith

BLERIRUG FEESREAR IV BE
BRAHRAEZ BRI ARFIEH -

6 EANEEEUA

HREFEERA
-BEREMIEREAE
- HA 2B
B BRREEEH
- R A R Ad s

R e AR
FHEEE SR

BRYR 2 RS A SR
W R

2 REBIEEEA
LB A

- L Z AT R
-JEEHZ A HERE
RERHE

BRI

Hitw

B

BT (FEE8
e

RS
VIR R
HA R

Net Interest Income

interest income
Cash and balances and placements with banks

Loans and advances 1o customers

Interest expense
Deposits from customers
Others

2015 2014

""" HK3 HKS$
2,394,342 4,391,915
5,687,912 5,305,396
8,082,254 9,697,311
608,626 706,259
609 721
609,235 706,980

The interest income and interest expenses are for financial assets and financial
liabilities that are not at fair value through profit or loss,

Other Operating Income

Fees and commission income
- Credit related fees and commissions

- Other fees
Less : Fees and commission expense
~ Other fees and commission paid

Net fees and commission income

Net gain from trading of foreign currency

Gross rental income {rom investment propertics

Less : rental cutgoings

Air-conditioning and management fees
Bividend income from:
- tisted available-for-sale investments

- unlisted available-for-sale investments
Safe deposit box rentai

Exchange differences

Others

Operating Expenses

Staff costs (Note 8)

Depreciation

Auditors' remuneration

Premises and equipment expenses

Other operating expenses
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2015 2014

HKS HKS
32,226 32,105
131,412 121,793
(34,695) (35,136)
128,943 118,762
18,631 4,606
8,570,019 7,355,469
(2,751,693)  (3,010,346)
5,818,326 4,345,123
1,828,783 1,698,207
1,461,424 1,410,688
8,160 -
3,971,190 2,931,347
(6,329) 25,597
329,788 287,962
7,593,016 6,353,801
13,558,916 10,822,292
2015 2014

HK$ HKS
12,606,321 12,117,390
928,641 935,092
726,000 688,000
1,445,123 1,375,342
3,531,259 3,615,253
19,237,344 18,731,077
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Staff Costs

2015 2014

HKS$ HK$

Wages and salaries 11,906,943 11,170,172
Accrual for annual leave and long-service payment 118,271 386,876
Pension cost - defined contribution plan (Note) 381,107 560,342
12,606,321 12,117,390

Staff costs include directors’ emoluments (Note 23).

Note :
There were no forfeited contributions utilized during the year (2014: Nil) nor available
at the year-end to reduce future contributions.

Contributions totaling HK$82,486 (2014: HKS$75,885) were payable to the defined
contribution plan at the year end.

Income Tax Expense [ (Credit)

Hong Kong income tax has been provided at the rate of 16.3% (2014: 16.5%) on the
estimated assessable profit for the year.

2015 2014
HK$ HKS
Current income tax - Hong Kong profits tax 185,828 122,831
Deferred income tax write back (Note 19) {170,291) {250,860
Income tax expense / (credit) 15,337 (128,029)

The tax on the Group's profit before tax differs from the theoretical amount that would
arise using the taxation rate of Hong Kong as follows :

2015 2014

HKS HKS
Profit before income tax 24,682,024 20,964,596
Tax calculated at tax rate of 16.5% (2014 16.5%) 4,072,534 3,459,158
Income not subject to tax (4,020,981 (3.516,264)
Expenses not deductible for tax purposes 2,564 26,772
Other (38,580) (97,695}
Income tax expense / (credit) 15,537 (128,029
Cash and Balances with Banks

2015 __ 2014

HKS HKS
Cash in hand 2,994,672 3,799,436
Balances with banks 593,040,735 598,406,980
Placements with banks maturing within one month 120,775,763 211,179,831

716,811,170 813,386,247

Placements with Banks Maturing Between One and Twelve Months

2015 2014
HK$ HK$
Placements with banks maturing between one and
twelbve months 264,229,456

380,198,000
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Loans and Advances to Customers and Other Accounts

2015 2014
HK$ HK$
Loans and advances to individuals
~ Overdrafts 247,084 277,289
- Mortgages 11,184,299 11,012,226
Loans and advances to corporate entities
- Investment companies 152,792,736 132,094,156
- SMEs 1,789,915 3,517,415
Loans and advances fo customers 166,014,034 146,901,086
Accrued interest 784,313 695,134
Other accounts 1,167,579 1,339,858
Loans and advances to customers and other
accounts 167,965,926 148,936,078

Included in loans and advances to customers are trade bills amounted to HK$1,789,915
(2014:HK$3,517,415).

There were no impaired leans or non-performing loans at 31 December 2015 (2014:
Nil}.

The Group accepted listed securities and deposits at fair value of HK$9,957,080 and
HK$1,000,000 (2014: HK$10,960,800 and HK$1,000,000) respectively as collateral
for loans, which it is permitted 1o sell or re-pledge in the event of default by the
borrower, of which no securities (2014: Nil) were re-pledged or lent to third parties.

Available-for-Sale Investments

2015 2014
HK$ HK$
Equity securities
- listed in Hong Kong, at market value 38,693,542 40,552,427
- listed outside Hong Kong, at market vahue 64,624 62,456
- unlisted, at cost 136,000 136,000
38,894,166 40,750,883
Available-for-sale investments are analysed by
categories of issuers as follows :
- Banks and other financial institutions 15,379,446 16,085,276
- Corporates 10,033,720 10,086,607
- Others 13,481,600 14,579,600
38,894,166 40,750,883
The movement in available-for-sale investments is summarised as follows :
2013 2014
HK$ HKS$
At 1 January 40,750,883 38,952,204
(Deficit) / Gain from changes in fair vahue (2,188,205) 1,549,253
Additions 331,488 249,426
At 31 December 38,894,166 40,750,883
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Name Place of Principal
incorporation aclivifies

KREVEEEE TH O g

RNT] Hong Kong Property

TSB Property management

Management

Limited

WMEEREERESY T8 HERE

= Hong Kong Investment

Success Land holding

Enterprises

Limited

SEGRFARE 4 HEE

&} Hong Kong Investment

Golden Wisdom holding

Development

[imited

FERERRL TS ity foro]

] Hong Kong Investment

Team Gold holding

Investment

Limited

Subsidiaries

Details of the subsidiaries at 31 December 2015 and 2014, which are held by the Bank
directly, are as follows :

20158 12R31H 2014123118
31 December 2015 31 December 2014
PR LETREE R bR N SN E HiEs WETnaRe
Particulars of issue Interest Total assets Total equity Total assets  Total equity
shares held held
HK$ HKS HKS HK$
10,0008 4 3EAc-EHE H00% 405,003 162,690 318,756 58,949
FEIREE T

10,000 crdinary sharcs
of HK$1 each

2R B EEEE 100% 2 2 2 2
BT

2 ordinary shares of

HK3$1 each

22,900,000 2 F AL 100% 28,223,411 27,747,500 25490738 25,098,754
ERmMEEEIT

22,900,000 ordinary

shares of HK$1 each

19,800,000 5B 4% 100% 24,474,134 24,051,159 22,061,95¢ 21,722.312
EmIEENE1T

19,800,000 ordinary

shares of HK$1 each
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Property, Plant and Equipment

Cost or Deemed cost at valuation
At 1 January 20153

Additions
Write-off / disposal

At 31 December 20153

At 1 January 2014
Additions

Write-off / disposal
At 31 December 2014

Accumulated depreciation and
impairment

At 1 Janwary 2015

Charge for the year

Write-off / disposal

Al 31 December 2015

At 1 January 2014

Charge for the year
Write-off / disposal

At 31 December 2014

Net book value
At 31 December 2013

At 31 December 2014

TTHE (i, EER k)

]

Furniture,

fixtures and
Bank premises eguipment Total
HKS$ HKS HEKS
117,618,203 13,388,941 131,007,144
- 369,051 369,051
- (48,592) (48,552)
117,618,203 13,709,400 131,327,603
117,618,203 13,141,716 130,759,919
- 299,349 299,349
- (52,124) {52,124}
117,618,203 13,388,941 131,007,144
47,761,802 9,009,605 56,771,407
388,630 540,011 928,641
- {36,026) (36,026}
48,150,432 9,513,590 57,664,022
47,373,173 8,495,436 55,868,609
388,629 346,463 935,092
_ - (32,294) (32,294)
47,761,802 9,009,605 56,771,407
69,467,771 4,195810 73,663,581
69,856,401 4,379,336 74,235,737

The analysis of cost or deemed cost at directors' or valuer's valuation of the above assets

is as follows ;

At 31 December 2015
At cost

At deemed cost at directors'
valuation in 1994

Deemed cost at valuer's valuation
2012

At 31 December 2014
At cost

At deemed cost at directors'
valuation in 1994

Deemed cost at valuer's valuation
2012
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Furniture,

fixtures and
Bank premises equipment Total
HKS$ HK$ HK$
- 13,709,400 13,709,400
114,618,203 - 114,618,203
3,000,000 - 3,000,000
117,618,203 13,709,400 131,327,603
- 13,388,941 13,388,941
114,618,203 - 114,618,203
3,000,000 - 3,000,000
117,618,203 13,388,941 131,007,144
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Property, Plant and Equipment {Continued)

The 1994 valuation of bank premises refers to directors' revaluation in December
1994 based on independent professional valuations on an open market basis,

Bank premises transferred from investment properties in 2012 were stated based
on valuation performed on open market basis as at 28 September 2012 by an
independent firm of professionally qualified valuers, Savills Valuation and
Professional Services Limited.

The Group’s bank premises at their net book values are analysed as follows :

2015 2014
In Hong Kong, held on HK$ HK$
Leases of over 50 vears 69,467,771 69,856,401
Investment Properties

2015 2014

HKS HK$
Beginning of the vear 258,900,000 239,000,000
Fair value gaing 22,900,000 19,900,000

281,800,000 258,900,000

End of the year

The investment properties were revalued at 31 December 2015 and 2014 by
independent, professionally qualified valuers, Savills Valuation and Professional
Services Limited. Valuations were based on the current market prices.

At 31 December 2015, the Group had no unprovided contractual obligations for
future repairs and maintenance (20 14:Nil).

In the consolidated statement of comprehensive income, direct operating expenses
include HKS$106,441 (2014: HK$37,723) relating to investment properties that
were unlet.

The Group's interests in investment properties at their net book values are
analysed as follows :

2015 2014

In Hong Kong, held on : HKS HKS

Leases of over 50 years 281,800,000 258,900,000
Deposits from Subsidiaries and Other Customers

2013 2014

HKS$ HK$

Demand deposits and current accounts 95,464,294 88,111,194

Savings deposits 709,276,860 645,405,104

Time, call and notice deposits 170,797,559 193,790,743

975,538,713 927,307,041
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Other Liabilities and Provisions

Rental deposits
Accrued interest

Accounts and other payables

Deferred Income Tax

2015 2014

HK$ HK$
7,366,746 6,175,229
127,217 159,101
17,692,427 30,683,110
25,186,3%0 37,017,440

Deferred tax assets and liabilities are offset when there is a legally enforceable right io offset
current tax assets against current tax labilities and when the deferred income taxes relate to the

same fiscal authority. The offset amounts are as follows:

Deferred tax assets :

- Deferred tax assets to be recovered after more

than.]2 months

Deferred tax liabilities ;

- Deferred tax liabilities to be incurred after

more than 12 months

Net deferred tax liabilities

The movement on the deferred tax account is as follows :

At 1 January

Recognised in the consolidated statement of

comprehensive income {(Note 9)

At 31 December

2015 2014

HKS HKS

(7,637,022) (7,533,075}
12,560,286 12,626,630
4,923,264 5,093,555

2015 2014

HKS HK$
5,093,553 5,344,415

(170,291) (250,860)
4,923,264 3,093,555

The movement in deferred tax assets and liabilities during the year, without taking into
consideration the offsefting of balances within the same tax jurisdiction, is as follows
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Deferred Income Tax {(Continued)

Deferred tax liabilities

RIS
Accelerated tax AN EEEEE e
depreciation  Fair value gains Total
HKS HKS HK$
At 1 January 2014 576,982 12,057,952 12,634,934
Recognised in the consolidated statement of
comprehensive income {26,370) 18,666 (8,304)
At 31 December 2014 550,612 12,076,018 12,626,630
Recognised in the consolidated statement of
comprekensive income (23,980) (42,364) (66,344)
At 31 December 20135 526,632 12,033,654 12,560,286
Deferred tax assets
Liki=] Hifl EE]
Jax Josses Other Total
HKS$ HKS HKS
At 1 January 2014 7,165,163 125,356 7,290,519
Recognised in the consolidated statement of
comprehensive income 233,434 9,122 242,556
At 31 December 2014 7,398,597 134,478 7,533,075
Recognised in the consolidated starement of
comprehensive income 102,864 1.083 103,947
At 31 December 2015 7,501,461 135,561 7,637,022

Deferred income tax assets are recognised for tax tosses carry forwards to the extent that the realisation
of the related tax benefit through future taxable profits is probable. The Group did not recognise
deferred income tax assets of HK3Nil (2014: HK$3,155) in respect of losses amounting to HK$Nil
{2014: HK$19,119) that can be carried forward against future taxable income.

Share Capital

BITRBEEERES

20154 12H31H 20145125310
31 December 2015 31 December 2014
B He g
No. of Shares HK$ No, of Shares _ HK3S
Ordinary shares issued and
fully paid : 310,000,000 310,000,000 310,000,000 319,000,000

49



21 &85 Reserves

2015 2015
]
Group
Hitmg 4= il HRE Rith
BGEE B B e wHE HeaR
Other
properties  Investment
revaluation  revaluation General  Regulatory Retained
reserve’ reserve’ reserve’ reserve’ earnings Total
HK$% HK$ HKE HKS HKS HKS
201581 B1H At 1 January 2015 2,431,625 7,086,801 616,257 1,500,000 309,268,851 320,897,534
AHENESIEEERE Deficit on revaluation of
available-for-sale investments - (2,188,205) - - - {2,138,203)
ETHHrEN S EEER Transfer from revaluation reserve
B R to retained eamings on
depreciation of bank premises’ (64,091} - - - 64,091 -
B A ETEREE Transfer to regulatory reserve - . - 200,000 {200,000} -
A RESEFY Profit for the year - - - - 24,666,488 24,666,488
FR2015E12F31H At 31 December 2015 2,367,534 4,898,596 610,257 1,700,000 333,799,430 343,375,817
%k Representing :
SRITHANS Tl Bank and subsidiaries 2,367,534 4,898,395 610,257 1,700,000 333,799,430 343375817

VH A R R T "The other properties revaluation reserve represents the increases in the carying amount arising on revaluation of bank premises prior to 30
T BEE B RE G September 1995 as stated in the accounting policy for property, plant and equipment (Note 2.11).

OS2 11 ) PR{ERTT

HEFYIOSESHIORRM Z B

e 2 R A -

B IRE S *The investment revaluation reserve represents the cumulative net change it the fair vatue of avaifable-for-sale investments wntil such
HWEGTTEE (425 financial assets are derecognised or impaired as stated in the accounting policy for financial assets (Note 2.5}

FRE AR BB RN

T HERR B R A2 o P

ZRIEE -

MBS EAESE 3The general reserve comprises previous years' transfer from retained earnings and is distributable.
A Z B - WRTTHOR
-

e 7Y e St *The regulatory reserve is mainfained to satisfy the provisions of the Hong Kong Banking Ordinance for prudential supervision purpose.
SRITREPNESMEEE Movements in the reserve are made directly through retained earnings and in consultation: with the HKMA.

TR - R Se R

AZBRTE - B ERE

RERERG -

CHTABR B EHETIE R *This is net of deferred taxation on the difference between the actual depreciation on premises and depreciation based on the historical cost
R e R e > M of the premises of HK$12 665 (2014 : HK$12,665).

YTH A A A M A
HE12,66557 (20144F : %
12,6655%) -
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Reserves (Continued)
2014

At 1 January 2014

Surplus on revaluation of

available-for-sale investments

Transfer from revaluation

reserve to retained earnings on
depreciation of bank premises’

Transfer from regulatory reserve

Profit for the year

At 31 December 2014

Representing :
Bank and subsidiaries

e L
Group
HAs E wis HE Eitg
EERE  EERE R e B HEH
Other
properties  Investment
revaluation revaluation  General Regulatory Retained
reserve' reserve”  reserve’ reserve’ garnines Total
HK$ HK$ HK3 _HKS$ HK$ HKS
2,495,7Y7 5,537,548 610,257 1,706,000 287,912,134 298,255,656
- 1,549253 - - - 1,549,253
(64,092) - - - 64,092 -
- - - {200,000) 200,000 -
- - - - 21,092,625 21,092,625
2,431,625 7,086,801 610,257 1,500,000 309,268,851 320,897,534
2,431,625 7,086,801 610,257 1,500,000 309,268,851 320,897,534

"The other properties revaluation reserve represents the increases in the carrying amouni arising on revaluation of bank premises
prior to 30 September 1993 as stated in the accounting policy for property, plant and equipment (Note 2.11).

fhe investment revaluation reserve represents the cumulative net change in the fair value of available-for-sale investments until
such financial assets are derecognised or impaired as stated in the aceounting policy for financial assets (Note 2.5).

The general reserve comprises previous years' transfer from retained earnings and is distributable.

*The regulatory reserve is maintained to satisfy the provisions of the Hong Kong Banking Ordinance for prudential supervision

purpose. Movements in the reserve are made directly through retained earnings and in consultation with the HKMA.

*This is net of deferred taxation on the difference between the actual depreciation on premises and depreciation based on the
historical cost of the premises of HK$12,665 (2014: HK§12,665).
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Notes To Consolidated Statement of Cash Flows

Operating profit
Dividend income from available-for-sale

investments

Depreciation

Degrease / (increase) in accrued interest and other

ACCOURtS

{Decrease) / increase in other liabilities and

provisions

(Increase) / decrease in advances to customers

Inerease in deposits from customers

(Inerease) / decrease in placements with banks with
original maturity over 3 months

Net cash (outflow) / inflow from operating

activities

Cash flows from operating activities included:-

- Interest received

- Interest paid

(b) Analysis of the balances of cash and cash equivalents

(a} Recencilintion of eperating profit to net cash cutflow from operating activities

2015 2014

HKS$ HK$
1,794,591 1,081,546

(1,469,584) (1,410,688)
028,641 935,092

83,100 (370,642)
(11,831,050) 18,299,924
(19,112,948) 13,006,775
48,231,672 98,803,913
(100,025,608} 64,972,464
(81,401,186} 195,318,384
7,993,075 7,918,019
641,119 587,050

For the purposes of the statement of cash flows, cash and cash equivalents comprise the
following balances with less than three months' maturity from the date of acquisition,

Cash in hand (Note 10)
Balances with banks {Note 10)

Placements with banks with original maturity

within 3 months
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2015 2014

HKS HKS
2,994,672 3,799,436
593,040,735 598,406,980
323318493 297,779,625
819,353,900 899,986,041
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Benefits and Interests of Directors (Disclosures Required by Section 383 of the Hong Kong
Companeis Ordinance (Cap. 622} and Companies (Disclosure of Information about

Benefits of Directors) Regulation (Cap. 622G)

(a) Directors' emoluments and retirement benefits

(HEEF)
{Restated)
2015 2014
HK$ HK$
The aggregate amounts of emoluments paid to
or receivable by directors of the Bank during
the year in respect of their services as directors
were as follows:
Fees 384,000 378,835
The aggregate amounts of emoluments and
refirement benefits paid {0 or receivable by
directors of the Bank during the year in respect
of their services in comnection with the
management of the affairs of the Bank or its
subsidiary undertakings were as follows:
Salary 1,411,020 1,352,040
Employer's Contribution to Retirement Scheme 70,701 64,941
1,481,721 1,416,981
1,865,721 1,795,820
(b) Loans to directors and controlled body corporates by directors
Particulars of losns made to directors and
conirolled body corporates by directors are as
follows:
(HEE)
{Restated)
2015 2014
HKS HK$
Aggregate amount of loans outstanding at the
end of the year 4,309,606 8,638,113
Maximum aggregate amount of loans during
the year 8,818,568 9,344,700

All loans to directors and controlied body corporates by directors are granted on values not
greater and on term not more favourable than to borrowers of the same financial standing
but unconnected with the Bank.
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Related-Party Transactions

A number of banking transactions were entered into with related parties in the normal
course of business. These include the extension of credit facilities and deposit taking.
For deposits taken and credit facilities extended, the interest rates charged are under
terms and conditions that would normally apply to customers of comparable standing.

The following is a summary of significant related party transactions entered into with
key management which include directors, relatives and companies controlled or
significantly influenced by them in addition to those disclosed in note 23, which were
carried out in the normal course of the Group's business :

2015 2014
HKS HKS

Loans
Average balance during the year 74,553,978 60,835,138
Outstanding as at end of year 79,835,489 57,203,498
Interest income 3,730,681 2,887,308

The loans granted to related parties during the year are collaterised by propetties,
shares in listed companies and deposits, The fair value of these mortgaged properties,
shares in listed companies and pledged deposits as at 31 December 2015 were
HK$337,900,000, HK$9,957.080 and HK$1,000,000 (2014; HKS$304,900,000,
HK$10,960,800 and HK$1,000,000) respectively, No provisions have been made in
respect of loans advanced to related parties (2014: Nil).

2015 2014
HK$ HKS
Deposits
Average balance during the year 888,739,014 862,858,160
Outstanding as at end of year 928,766,852 884,132,014
Interest expense 608,395 706,048
Contingent Habilities and commitments
contract amount
Direct credit substitutes 4,996,000 4,996,000
Trade-related contingencies 2,885,603 1,455,113
Other commitments with an original maturity
of under I year or which are unconditionally
cancellable 10,183,358 27,333,733
Property management fee income (note (1)) 669,821 645,710
Property rental income (note {ii)) 4,969,648 4,317,884

Notes :

(i) Property management fee income included fee income charged on the property
managed by the Group on an actual costs incurred basis and management fee
charged on an arm's length basis for premises leased to companies controlled by
directors.

(i) Property rental income was charged on an arm's length basis for premises leased
to companies controlled by directors.
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Contingent Liabilities and Commitments

(2)

b

Credit commitments

The following is a summary of the contractual amounts of each significant class of
contingent liabilities and commitment, and the aggregate credit risk weighted amount ;

2015 2014
HK$ HK$
Contract amount
Direct credit substitutes 4,996,000 4,996,000
Trade-related contingencies 2,885,693 1,455,113
Other commitments with an original maturity
of under 1 year or which are unconditionatly
cancellable 10,236,274 27,356,443
18,117,967 33,807,556
Credit risk weighted amount 5,573,139 5,287,023

Operating lease commitments - the Group as lessor

The Group has contracted with tenants for the following future minimum lease

receivables under non-cancellable operating leases:

2015 2014
HES$ HK$

Land and buildings
- not later than one vear 8,810,917 7,893,589
- later than one year but not later than five years 2,509,800 6,673,731
11,320,717 14,567,720

The Group leases out investment properties (Note 16) under operaling lease
arrangements, with leases typically for a period from one to three years, The terms of
the leases generally require the tenants to pay security deposits and provide for
periodic rent adjustments zccording to the prevailing market conditions. None of the

leases includes contingent rentals.
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Statement of Fipancial Position of the Bank as at 31 December 2015

Assets
Cash and balances with banks

Placements with banks maturing between one
and twelve months

Loans and advances to customers and other
accounis

Available-for-sale investments
Investments in subsidiaries

Property, plant and equipment

Investment properties

Total Assets

Liabilities
Deposits from.

- Subsidiaries
- Other customers

Qther liabilities and provisions

BDeferred tax labilities

Total Liabilities

Equity
Share capital

Reserves

Total Equity

Approved and authorised for issue by the Board of Directors on 21 March 2016,

MA CHING YUK )

MA CHING KUEN,ALFRED ) Directors

MA CHING YEUNG, PHILIP )
MA CHING HANG, PATRICK

Total Equity and Liabilities
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i 20154E128318 20144E12H318
Note 31 December 2015 31 December 2014
HKS HKS

716,811,170 813,386,247

380,198,000 264,229,456

167,899,660 148,867,230

38,894,166 40,750,883

14 42,710,002 42,710,602
73,663,581 74,235,737

231,500,000 212,700,000

1,651,676,585 1,596,879,555

2,736,288 1,602,605

075,538,713 927,307,041

24,353,851 36,148,834

4,923 264 5,093,555

1,007,552,116 970,152,035

310,060,000 310,000,000

27 334,124,469 316,727,520
644,124,469 626,727,520

General Manager

1,651,676,385

1,596,879,555
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Reserves of the Bank

2015

At 1 January 2015

Deficit on revaluation of
available-for-sale investments

Transfer from revaluation
reserve to retained earnings on

depreciation of bank premises’

Transfer to regulatory reserve

Profit for the year

At 31 December 2015

T
Bank
HAlnE iy ¥iE EE bk
EhEER  EARH st REF HEe
Other
properties  Investment
revaluation revaluation  General Regufatory Retained
reserve! reserve’  reserve’ reserve” earnings Total
HK$ HK$ HK$ HKS HK$ K$
2,431,625 7,086,801 610,257 1,500,000 303,098,837 316,727,520
- (2,188,205 - - - {2,188,205)
(64,091} - - - 64,091 -
. - - 200,000 {200,000) -
- - - - 19,585,154 19,585,154
2,367,534 4,898,596 610,237 1,700,000 324,548,082 334,124,469

'"The other properties revaluation reserve represents the increases in the carrying amount arising on revaluation of bank premises
prior to 30 September 1995 as stated in the zccounting policy for property, plant and equipment (Note 2.11).

*The investment revaluation reserve represents the cumufative net change in the fair value of available-for-sele investments until
such financial assets are derecognised or impaired as stated in the accounting polivy for financial assets (Note 2.5).

3The general reserve comprises previous years' transfer from retained earnings and is distributable.

*The regulatory reserve is maintained to satisfy the provisions of the Hong Kong Banking Ordinance for prudential supervision
purpose. Movements in the reserve are made directly through refained earnings and in consultation with the HKMA.

*This is net of deferred taxation on the difference between the actual depreciation on premises and depreciation based on the
historical cost of the premises of HK$12,665 (2014 : HK$12,665).
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Reserves of the Bank (Continued)

2014
$B1T
Bank
H A e TiE BT HeR
HiLgE  EGEE i HF e
Other
properties  Investment
revaluation revaluation  General Regulatory Retained
reserve' reserve”  reserve’  reserve’ earnings Total
HK3 HEKS$ HK$ HKS HK$ HKS
At 1 January 2014 2,495,717 5,537,548 610,257 1,700,000 287,864,703 298,208,225
Surplus on revaluation of
available-for-sale investments - 1,549,253 - “ - 1,549,253
Transfer from revaluation
reserve to retained earnings on
depreciation of bank premises’ {64,092) - - - 64,092 -
Transfer from regulatory reserve - - - {200,000) 200,000 -
Profit for the year - - - - 16,970,042 16,970,042
At 31 December 2014 2,431,625 7,086,801 610,257 1,500,000 305,098,837 316,727,520

“The other properties revaluation reserve represents the increases in the camying amouat arising on revaluation of bank premises
prior to 30 September 1995 as stated in the accounting policy for property, plant and equipment (Note 2.11).

*The investmeni revaluation reserve represents the cumulative net change in the fair value of available-for-sale investments until
such financial assets are derecognised or impaired as stated in the accounting policy for financial assets (Note 2.5).

*The general reserve comprises previous years' transfer from retained earnings and is distributable.

*The regulatory reserve is maintained to satisfy the provisions of the Hong Kong Banking Ordinance for prudeatial supervision

purpose. Movements in the reserve are made directly through refained earnings and in consultation with the HKMA.

This is net of deferred taxation on the difference between the actual depreciation on premises and depreciation based on the
historical cost of the premises of HK$12,665 (2014: HK$12,665).
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B EEE SUPPLEMENTARY FINANCIAL INFORMATION
TIEEER A EEE R The following information is disclosed as part of the accompanying information to the financial
BERT AR EERE staterments and does not form part of the financial statements,
e
FRENE SR Liquidity Ratio
2015
REEEEREE Liquidity maintenance ratio 86.02%
2014
Pl 1y = it Liguidity ratio 87.05%

RBAERLEELRBES
FLER HARIBERITHE (KR AR
HIFF BRI R AR IT I R
FERRERAZEH RS
HESF R RRSREILE
MR HETHE -

HER0F1ZAN B ESE
MIERT B A ZE
(20144 : %) -

B 4 cdh bl

FEITITEE A RIS RS
[ 1B B A A 3B 10% -
BRET

FITHER

HTEHE
RERE
HEAM

Rl

PN

HITEHE
HEEE
HEaEHE

REFH

The liquidity maintenance ratio and the liquidity ratio are calculated as the simple average of each
calendar month's average liquidity mainienance ratio and liguidity ratio respectively for the twelve
months of the financial year of the Bank computed in accordance with the Banking (Disclosure) Rules.

Non-Bank Mainiand Exposures

The Group did not have any non-bank Mainland exposures as at 31 December 2015 (2014 : Nil).

Currency Concentrations

The US dollar net position and the RMB net position, each constitutes more than 10% of the total net
pasition in all foreign currencies respectively, are reported as follows

T
Bank
US Dollar Position: 2013 2014
HK$°000 HK$'000
Equivalent in Hong Kong dollars
Spot assets 31,208 36,342
Spot liabilities (30,468) (34,958}
Net long position 740 1,384
$RIT
Bank
RMB Position; 2015 2014
HK$°000 HK$'000
Equivalent in Hong Kong dollars
Spot assets 618 843
Spot Habilities (364) {(724)
Net long position 254 I19
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ArEEgRey

fB3A

-EEE TEEEEENE,
TR AZHERERE
#HTHEEHEN S By
BASbZ (=W &K

~HAth
B ARE
REAH

AT
(i) AsREE)

EHMIRBIENEEEE

CEEEBORWAE B
MERBITRERMER
B HWEITRBaEE
Mo K- BEER - JNE
HERREHEREMEEHE -
MEREEFAROEER
Z IR R s -

MI0ISEI1ZEIE - Fa#E
T RYERREE T IEE
M 1577,532,843 T R
281,800,0007C 7 EMIEEE
oL 2014 % b
1,341,538,401 7T B # ##
258,900,0003% @ - Fi#t2015
FENANBIEEERN - B
RITRMEIE e
BB AT BRI B R
13,065,651 & K # %
7,966, 284FF { 20144 1 SR
B AEME 13 505,612 Bk
6,307,011

(it) DIHg s BB RO e
SEEANISE NI H
HEHASERUE B (20144 ¢

Loans and Advances to Customers

Gross advances to customers by loan usage

2015 2014
HER =Rzl
EiER HAdEsR
ZHER Z R
Amount Amount
SRS covered by BrrE covered by
Gross collateral/ Gross collateral/
advances  other security advances  other security
HKS HKS HKS$ HKS$
Loans for use in Hong Kong
Industrial, commercial and financiat
-property investment 77,223,076 77,223,076 83,466,335 83,466,335
Stockbrokers 2,349,361 2,349,361 2,179,457 2,179,457
Individuals
-loans for the purchase of residential
properties other than flats in
the Home Ownership Scheme,
Private Sector Participation Scheme
and Tenants Purchase Scheme 11,184,299 11,184,299 11,012,226 11,012,226
~ofhers 247,084 247,084 277,289 277,289
Trade finance 1,789,915 1,789,915 3,517,415 3,517,415
Investment companies 73,220,299 73,220,299 46,448,364 46,448,364
166,014,034 166,014,034 146,901,086 146,901,086

Segmental Information

(i} Business activities

The Group operates predominan

tly in Hong Kong and in two classes of business -~ commercial

banking and property investment. The commercial banking business includes, inter alia,
acceptance of deposit from customers and the provision of lending, trade financing, foreign
exchange, and other credit facilities to customers. Property investment represents interests in
various commercial properties held for rental purposes.

At 31 December 2015, commercial banking and property investment accounted for
HK$1,377,532,843 and HK$281,800,000 of the Group's operating assets respectively (2014:
HK$1,341,538,401 and HK$258,900,000). For the year ended 31 December 2015, contributions
to the Group's operating income from commercial banking and properly investment were
HK$13,065,651 and HK$7,966,284 respectively (2014: HK$13,505,612 and HK$6,307,011
respectively).

(ii} Overdue and impaired loans by geographical area

As at 31 December 2015, the Group has no overdue or impaired loans (2014: Nil).
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Seemental Information (Continued)

(ifi} International claims

The information as at 31 December on international 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.

2015 2014

RITIEIE Lazg SRTTIEIE HEAH
Banks Total Banks Total
HEK¥000 HK$'000 HKS$'000 HKS000
345,000 345,000 328,000 328,000
6,000 6,000 8,000 8,000
351,060 351,000 336,000 336,000

Corporate Governance

In monitoring the operations and the financial soundness of the Group, the
Boatd has established five specialised commitiees for handling matters which
require detailed review or in-depth consideration, namely, the Executive
Committee, Credit Committee, Asset and Liability Committee (“ALCO™), Audit
Committee and Remuneration Committee. The Audit Committee and the
Remuneration Committee are, respectively, made up of directors who are
independent non-executive directors. Other committees are comprised of
Director & General Manager and other directors and senior executives of the
Bank as appointed by the Board.

The Executive Committee handles major matiers arising from business and
operational activities. It relieves the full Board from the needs to carry out
detaited review of information and operational activities and also co-ordinates
the work of other Board committees. The Credit Committee, in addition to its
usual role in evaluating credit applications and making credit decisions, also
serves the vitat role of monitoring the loan porifolio quality of the Group. The
ALCO oversees the Group's operations relating 1o interest rate risk, exchange
rate risk and hquidity risk. In particular, ALCO ensures that the Group has
adequate funds to meet its obligations. The Audit Committee assists the Board
in providing independent review of the effectiveness of the financial reporting
process and internal control systers of the Group by working closely with the
Group's internal and external auditors. The Remuneration Commitiee establishes
policies on the Group's remuneration paid to senfor management and key
personnel and monitors their proper implementation.

The Group has complied with the requirements set out in the Supervisory Policy
Manual entitied "Corporate Governance of Locally Incorporated Authorized
Institutions” issued by the Hong Kong Monetary Anthority in all material
aspects.

Capital Structure and Adequacy

The calculation of the capital adequacy ratio as at 31 December 2015 and 31
IDecember 2014 is based on the Banking {Capital) Rules (“BCR™) effective from
1 January 2014. The capital adequacy ratio represents consolidated ratio of the
Bank computed in accordance with section 3(1) of the BCR.
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Capital Structere and Adequacy (Continped)

The table below presents the balance sheets based on the accounting scope of consolidation
and the regulatory reporting scope respectively as at 31 December 2015,

BERHsHEREE -
T HERESR

s RIEETZHEESHE
B —SRIT o MBIRN EERAKRSE
Consolidated| 2 Under! 4y 5Ess 7 BHE
Statement of} regulatory scope of Cross-
Finaneial Position consolidation -|  referenced to
as in published; Bank's Statement| Definition of
financial disclosure of Financial Capital
statement Position; Components

HK$'000 HEK$’800

EFHEEFHESEIUE Cash and balances with banks 716,811 716,811
EEFIEISEEIRR I E12EA  [Placements with banks maturing between

380,198 380,198
REIHE one and twelve months
R R Loans and advances to customers and other 167.966 167,966

accounts

Bl eI Available-for-sale investments 38,894 38,894
EBAB &S Investments in subsidiaries - 10
P - BLE R Property, plant and equipment 73,664 73,664
s Investment properties 281,800 281,800
HES Total assets 1,659,333 1,659,343

gy

Deposits from customers

975,539 975,944
R A Other liabilities and provisions 25,186 24,961
EHIMIESE Current tax liabilities 309 292
WILFR R Deferred tax Habilities 4,923 4,923
FEAE Total liabilities 1,005,957 1,006,120

BEREREERES

Paid-in share capital 310,600 310,000
Hp@#E: BWwEema T ss lof which: share capital paid ap in cash and
MR E LR capitalized from realized 264,987 £))
RS A T A revaluation gains of properties
R ZOES share capital capitalized from
EHHEEELE Y unrealized revaluation gains of 45,013 (2)
B properties
E b S Other properties revaluation resreve 2,367 2,367 (&)
EELEE Investment revaluation reserve 4,899 4,899 1G]
B General reserve 610 610 (3
S R Regulatory reserve 1,700 1,700 (6)
BepEE Retained earngins 333,860 333,647 (7}
HebElE T 4B r#EEY#E |of which: unrealized revaluation gains of 930,205 3
B investment properties ’ &
BB HETERER other retained earnings and
103,442
F profits
i Aty Total shareholders' equity 653,376 653,223
Total liabilities and shareholders' equity 1,659,333 1,659,343
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Capital Structure and Adequacy (Continued)

The [able below shows the reconciliation of the capital componenis from balance sheet
based on regulatory reporting scope to the Capital Disclosure Template as at 31 December

2013,
ZFEp EET Y PR
R A Rz HE
AEAREER4Y|  Cross-referenced to
Component off Bank's Statement of]
regulatory capital Financial Position
reported by the Bank above

HK’OOE)

CELIRA « RN b v

HESTraERCET gAE Direcily issued qualifying CET1 capital 264 087 1

TR R AR (i instruments plus any related share premium ’ M

{R B 25 F Retained earnings 333,647 Y

EHESEE Disclosed reserves 9,576 (3)+{d)+(53+(6)
T ot Go3.210

BERCETIERAVHIEZEEER  |National specific regulatory adjustments apptied to 214272
ERERE CET1 capital :
B R A B A RIS ) |Comulative fair value gains arising from the
HITEEEATMEENERSTE  jrevaluation of land and buildings {own-use and 232,572 G 8)
{EEIS investment properties)
— BRI RN Regulatory reserve for general banking risks 1,700 %)
2h 234,272
373,938

¥73,038

i1} n
SR 5 LR 2 s o 2
Collective impairment allowances and regulatory
teserve for general banking risks eligible for 1,700 (6)
inclusion in Tier 2 capital
o e e

WHEN RSN EE TR National specific regulatory adjustments applied to 124.914
SEECAS R Tier 2 capital (124.914)
TESEEE A TR ERTEY  |Add back of cumulative fair value gains arising
TR s (HREARER from the revatuation of land and buildings {own-
W) EITEEEGTIEENER  juse and investment properties) eligible for (124914 1erErEr4s%
AREE WL inclusion in Tier 2 capital
: i (124,914}
126,614
500,552
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Capital Structure and Adeguacy (Continued)

The Bank has already applied full capital deductions under the BCR. The
Capital Diselsoures Template as at 31 December 2015 is shown below,
which is presented in HK$'000,

200SER A3 A2 E R B

ERES TS AR CET A SR A

Capital Disclsoures Template as at 31 December 2015

Directly issued qualifying CET1 capital instruments

! HEARRG (S plus any related share premium 264,987
2|1 BT Retained earnings 333,647
M EAEE Disclosed reserves 9,576
4 JHECET] B 7R 356 U I B RS 1T 3 2K Directly issued capital subject to phase out from CET} FHEE Not applicab]
(B ES AL T) capital (only applicable to non-joint stock companies) Ot appicabie

RSEERTHBATRRTEHEZNE
HECETI B A E B E S A DR LS
(et ASF SR EHCETI B RAYEE)

LA

Minority  interests arising from CETI capital
instruments issued by consolidated bank subsidiaries
and held by third parties (amount allowed in CET1
capital of the consolidation group)

608,210

Valuation adjustments -

SR AR EBEERERE)

Goodwill (net of associated deferved tax liability) .

HitZPEE (SHRERRETEREA
&)

Other intangible assets (net of associated deferred tax
liability)

10| BT AR A B A S A

Preferred tax assets net of deferred 1ax liabilities -

—
oy

HERBI R

Cash flow hedge reserve

FEIRBETHE TELABERIL SRR ERE
R B

Excess of total EL amount over tota! eligible provisions
under the IRB approach

DB X HEE NN ERES

Gain-on-sale arising from securitization transactions -

EAFEEAENAEEAEASHERR

e mmper e s potmas

Gains and losses due to changes in own credit risk on
fair valued liabilities

FEFRNEREESFRE (SR

BlmmermEe m)

Defined benefit pension fund net assels (net of]
associated deferred tax liabilities}

PR A SHCETI R A RN E CEY
I RIEFBENHEERETREHELX
iR )

Investraents in own CET1 capital instruments (if not
already netted off paid-in capital on reported balance -
sheet)

17| EMZ T RAASICETTEAEE

Reciprocal cross-holdings in CET1 capital instruments -

PEEEHFG T BN EE LAY SRR
18| A {THICET RAREMNFEEARTAE
(B 10 2 8

Insignificant capital investments in CETI1 <capital
instruments issued by financial sector entities that are
outside the scope of regulatory consolidation (amount
above 10% threshold)

KBTS ENREN e
INERBTRCEN EAZBNEAES]
=R 0% B

Significant capital investments in CET1 capital
instruments issued by financial sector entities that are
outside the scope of regulatory consolidation (amount
above 10% threshold)
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Capital Structure and Adequacy (Continued)

AR

Mortgage servicing rights (amount above 10%

{H)

20[ FABESECE TR ( Z R LOTF Y 2 B ) threshold) “FiEF Not applicable
R ERESRENIBEEE(ER Deferred tax assets arising from temporary
2010%F1E 2 B - EITRHEBBRERER differences (amount above 10% threshold, net of] R Not applicable

related tax liability)

2

| 82

B SHE By

Amount exceeding the 15% threshold

R Not applicable

Hip: REMRRRGTRERNEAR

23:§

of which: significant investments in the common
stock of financial sector entities

F i Not applicable

24[EP BB T

of which: mortgage servicing rights

FiHFE Not applicable

Hop o e ERELNRERRE

of which: deferred tax assets arising from temporary

25 % differences B FF Not applicable
HHEWENEENE L TEREEETE National specific regulatory adjusiments applied to
26 . 234,272
oL CET1 capital
, . , o s g Cumulative fair velue gains arising from the
oo B IR SR (B R BRI AT -y i .
a WIS G4 1 B AT E S revaluation of land an uildings (own-use an 232,572
AR investment properties)
26bi— ISR IT L RS EE BN Regulatory reserve for general banking risks 1,700
2% SREER B T EAOPEHNES Securitization exposures specified in a notice given
HEERIRR by the Monetary Authority -
264 RS ERN T R ESEYEN IS Cumulative losses below depreciated cost arising
AR A Y 0] RS from the institution's holdings of land and buildings i}
26el S HI S IERTTIN B ATINE RE T Capital shortfall of regulated non-bank subsidiaries -
EEEEERNEEELATINESRE Capital investment in a connected company which
266 (EHPEHERNEAEENINE is a commercial entity (amount above 15% of the -
7) reporting institution's capital base)
" gy gt Regulatory deductions applied to CET! capital due
27 E& Egé?g%%g?%mifﬂZEA{%?ﬁ mcgissi;'zmnt ATIL cap}:i)f,al and Tier 2 czpital o -
BRI ! RAVEED cover deductions
28 234,272

Qualifving AT capital instruments plus any related

373,938

30| ARBATI EATISIEF ARG NE (S0 :
. . s : of which: classified as equity under applicable
S [feh  IEEAEEERRRAER | s :
32l s i s R T B A of which: elassified as liabilities under applicable
: ER i -

accounting standards

33| FRLEATI B AT B I A

Capital  instruments  subject to phase out

arrangements from AT! capital

HEARITHBATRITERRE =0
AHIATTE RS (A5t Adr & SRERIATI
HAHIEE)

3

=

AT1 capital instruments issued by consolidated
bank subsidiaries and held by third parties (amount
allowed in AT1 capital of the consolidation group)
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Capital Structure and Adequacy (Continued)

35

37

R | B R IRA T L
S THIATI AR

of which: ATI capital instruments issued by
subsidiaries subject to phase out arrangements

PR B RIATI R A SRR R

Investments in own AT1 capital instruments

38

AR PR AT AR

Reciprocal cross-holdings in AT1 capital instruments

3

N

MERESGTENEE M EREY
BETTOATIR A RBIEE AR ERR
(REH L 0RP 32 B

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

4

)

REREGOITENBELYMI SRR
EHTIAT AR EAH AR E

Significant capital investments in  AT! capiial
instruments issned by financial sector entities that are
outside the scope of regulatory consolidation

41

BRRATIRENEAEBER EREH
®

Nattonal specific regulatory adjustments applied to AT1
capital

-
I

B H TR ZRE S EDERTAE
ATV SRR

SITIA AT

EERS AR REIHEAERMR (T

Regulatory deductions applied fo AT1 capital due to
insufficient Tier 2 capital to cover deductions

Qualifying Tier 2 capital instruments plus any related
share premium

+a
~J

R R L IFL AR

from Tier 2 capital

Capital instruments subject fo phase owl arrangements

4

o0

B A R THB A TR T LB = A
09 R AR S (TR A GO A 4
RAMTRH)

Tier 2 capital instruments issued by consolidated bank
subsidiaries and held by third parties (amount allowed
in Tier 2 capital of the consolidation group)

4

=1

Bt » BRI R B £ B
FTHTE TR

of which: capital instruments issued by subsidiories
subject to phase out arrangements

Lh
=

52

BREF A RR AN ERERE L

PgEE BN RSSO

2 R

Collective impairment allowances and regdlatory
reserve for general banking risks eligible for inclusion in
Tier 2 capital

Investments in own Tier 2 capital instruments

33

O SRR RE

Reciprocal cross-holdings in Tier 2 capital instruments

54

RERBEGST ENEREMIMI SRR E
BT THREATEENEEAEARE
(R 10%M T B0

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)

5

Lh

RERESGSHENGRMIMISRRE
BRTN_GELARBNEAREIRR

Significant capital investments in Tier 2 capital
instruments issued by financial sector entities that are
outside the scope of regulatory consolidation

56

BAN CGEANEREEERERER

B

National specific regulatory adjusuﬁeﬁts applied to Tier
2 capital

{124,914)
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Capital Strueture and Adequacy (Continued)

S

71| ER S R AR

REEEGSITRENVEEDIMSRE
TARBBRITOCETIEFHE - ATIREFE
BECHESERN EENEANE

Insignificant capital investments in CET1 capital
instruments, AT} capital instruments and Tier 2
capital instruments issued by financial sector entitics
that are outside the scope of regulatory consolidation

e i Al 1 5T 2 . Add back of cumulative fair value gains arising from
ey = \ |
. ?E@mﬁﬁd—j\“%&é%m?ﬁj‘%iﬁ& the revaluation of land and buildings (own-use and .
SealiESY) (ARIREHAS) ETHES investment properties) eligible for inclusion in Tier 2 (124.914)
- FANIY T
5T L 0 A TR apita
575 (124,914
58], 126,614
sof 500,552
60| B 549,438
3 '
7 LR
614 68.06%
62 68.06%
63 , 91.10%
64} i ; 4.50%
k i shi i b Q}El = i
63| B h ¢ iR B of which: capital conservation buffer requirement 0.60%
oAt - . of which: bank specific countercyclical buffer
661 Kt - SRITHER B EL TR requirement 0.00%
£ IR AT P
67 ;g;;; ﬁﬁgj}gﬁg HERRT TR RAT of which: G-SIB or D-SIB buffer requirement 0.00%
BT,
68 63.56%
ST e
A EEECETI E{EEE®R National CET1 minimum ratio “¥E ] Not applicable
THEAEEE R E SRR National Tier 1 minimum ratio 48 Not applicable
National Total capital minimum ratio “F#F Not applicable

PG ES S ENEEL MY R
TIHERSITHCTIERERE - ATIERE
BRGESEENENERICE

Significant capital investments in CET1 capital
instruments issued by financial sector entities that are
outside the scope of regulatory consolidation

THEREESEIE (SR EEERESE) Mortgage servicing rights (net of related tax Hability) 3% Not applicable
HEENERESLYWERERERE (S Deferre& tax assets arising from temporary differences . - .
3 it R & 4 (net of related tax liability) 7R i Not applicable
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Capital Structure and Adequacy (Continued)

ekl 1 e— 2 PSP Provisions eligible for inclusion in Tier 2 in respect of]
BEESA T RE AP EMERH v o P
76| BAEE (R S EE T RS S exposures subject to the basic approach and the 1700
Fg’% J;( 5,:% VAT R standardized (credit risk) approach (prior to ’
U PRAD) application of cap)
o s i s par g s Cap on inclusion of provisions in Tier 2 under the
77 E__%ﬁgﬁf%:;ﬁ}ﬁﬁﬁ({?m VRS TRIA basljc approach and F;he standardized (credit risk) 8,326
FEREATRAR PGS LR aoproach
ey 5L 1 e T 5 P Provisions eligible for inclusion in Tier 2 in respect of]
iy = = N
78 %iggé%%ﬁ%fﬁﬁﬁmg#%& exposures subject to the IRB approach (prior 1o -
R iz (% Rl application of cap)
19 FIRBH EE T H st A L E ARy Cap for inclusion of provisions in Tier 2 under the
He LR IR approach -

AT R TR RATCET & S

Current cap on CETI capital instruments subject to

80 B L phase out arrangements "R Not applicable
o1 B R T A CETI B 38 (% Amount excluded from CETI due iv cap (excess over A Not applicabl

R I B B AT R BE) cap after redemptions and maturities) o appHicable
- EEES S E AR AT R By Current cap on ATI capital instruments subject to

BT LM

pkase out arrangements

HF B LRI B A AT R BT8
83| 47 751 R AR IE R BT HTHEIR 1t B A1 LR
Z#)

Amount excluded from AT capital due o cap (excess
over cap after redemplions and maturities)

FFHE R HER A R

Current cap on Tier 2 capital insiruments subject to

84 BT HE phase out arrangements )
PRI LIRTTF A5 A R 8 . .
85| 237 2 I B B R AR IR Amount excluded from Tier 2 capital due to cap i

£)

{excess over cap afier redemptions and maturities)
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Capital Structure and Adequacy (Continued)

BUTF 7 #:8 S IFImR 2014412 The table below presents the balance sheets based on the accounting scope of consolidation
Bl UEE s TR ES and the regulatory reporting scope respectively as at 31 December 2014.
BEEIRERER -
EETZEa7%
—ghifF 5| RN
Consolidated] 2 Under] ZriEse2 S E
Statement of| regulatory scope of| Cross-
Financial Position consofidation -| referenced to
as in published! Bank's Statement] Definition of;
financial disclosure of Financial Capital
statement Position Components
HKS$'0600 HE$ 000
=
BEReREREERIR Cash and balances with banks 813,386 813,386
RN EREERN B IEE PIacemer.:ts with banks maturing between 264,229 [ 264,229
P EHY one and iwelve mornths
o Ok B AR Loans and advances to customers and other 148,936 148,936
accounts
T ERE Available-for-sale investments 40,751 40,751
BT 7S Investments in subsidiaries - 10
W EEREE Property, plant and equipment 74,236 74,236
s Investment properties 258,900 258,900
HEESE Total assets 1,600,438 1,600,448

A ek

%Fﬁ%ﬁ A .ljcposrts fml; c;s.tomﬂers I B )927,307 h 927,626
S R Other liabitities and pravisions ' 37,140| 36,880
AR EH Deferred tax liabilities 5,094 5004
afRast Total liabilities 969,541 969,600

il A Paid-in share capital 310,000 310,000
B BB SRt rE {of which: share capital paid up in cash and
o s R capitalized from realized 264,987 n
A A revaluation gains of propertics
HREH T MESE share capital capitalized from
ERFE TRy unrealized revaluation gains of 45,013 2)
R properties
HirhsE g (L Other properties revaluation resreve 2,431 2,431 &)
BHEEEE Investment revaluation reserve 7,087 7.087 @
e General reserve 610 610 3)
EEEMS Regulatory reserve 1,500 1,500 (6
BT Retained earngins 309,269 309,220 N
HoaE : kHEEEmE |of which: unrealized revalvation gains of ' 207.305 g
FAEEF] investment properties 4 @)
EMBeETFERE other retained earnings and )
101,915
Fi profits
g E ety Total shareholders' equity 630,897 630,848

BEBEREESSE Total liabilities and shareholders’ equity 1,600,438 1,600,448
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Capital Structure and Adeguacy {Continued)

The table below shows the reconciliation of the capital components from balance sheet
based on regulatory reporting scope to the Capital Disclosure Template as at 31 December

2014.

Component of|
regulatory capitali

reported by the Bank_

Cross-referenced to
Bank's Statement of|
Financial Pesition
above

Dm:ctly issued quailfymg CET1 capital

HEKS$'000

A CET A SR

Eﬁ;‘%‘ B’J%%@‘%CE?] ﬁﬁiﬁ#ﬁ 264,987 (n
SRR E instruments plus any related share premium

{RETRF] (Retained earnings 309,220 7
R A e D;sciosed reserves 11,628]  (3yH(#)+(E)HE)
e - 585,835

National spemﬁc regu[atory ad_]ustments a;}phed to

IR ARG TR

A%ﬁnw")\m%&%ﬂiﬂﬁ%ﬁ%ﬁﬁ
AR — AR IRTT R B E A

e Y

Collective impairment allowances and regulatory

inclusion in Tier 2 capital

211,236
gt CET! capital
HA#FEEY(EHEEERE) Cumulative fair value gains arising from the
T EHE AT EEN R revaluation of land and buildings (own-use and 209,736 (3)+{8)
B2 investment properties)
Regulatory reserve for general banking risks 1,500 (6)

211,236

374,599

reserve for general banking risks eligible for

©)

National specific regulatory adjustments applied to

EELE IR Tier 2 capital (114.637)
TIES R AT SEANEY  [Add back of cumulative fair value gains arising
Lt R (BB EREE from the revaluation of land and buildings (own- .
W) ETEESEmMEENEE use and investment properties) eligible for (114.637)| [y @yHB)*ds%
N {E S inclusion in Tier 2 capital
{114,637)
116,137
494,736
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Capital Structure and Adequacy {Continued)

The Bank has already applied full capital deductions under the BCR. The
Capital Disclsoures Template as at 31 December 2014 is shown below.

which is presented in HK$'000.

014FE 12 A3 H 2 BRI BER

Capital Disclsoures Template as at 31 December 2014

HEET ﬁ"]““ﬁ%CETi QZS ﬁﬁ[ﬂ?’cﬁ

Directly issued qualifying CET1 capital instruments

L FERAMIRR i E plus any related share premium 264,987
RERF Retained earnings 309,220
A EEE Disclosed reserves 11,628
4 HBECETI B LR B ITE A Directly issued capital subject to phase out firom CET1 — licabl
(B IES 2 HD capital (only applicable to non-joint stock companies) A Not applicable
S RTINS R S = Minority ir}tercsts arising . from CETI -c?pi'ta]
instruments issued by consolidated bank subsidiaries
3 %%B’JCETL;@Z‘IS@’EEE?’?&%EQ%%E and held by third parties (amount allowed in CETI )
(FET AGT A& S EAICET T RA B )

capital of the consolidation group)

-1

Prym—

585,835

Valoation adjustments

o0

B CHREERERE AR

Goodwill (net of associated deferred tax liability)

D

HUEPEE (SORHERERES
)

Other intangible assets (net of associated deferred tax
liability)

1

o

AR R ERTRR AR ERIREE

Deferred tax assets net of deferred tax liabilities

I

—

S pbapal ]

Cash flow hedge reserve

FEIRBH B A TELHBEBR SRR RS

Excess of total EL amount over total eligible provisions

12 g o under the IRB approach B
LR L SESNHERE Gain-on-sale arising from securitization transactions -
14 O EEELENRBRASNERRE Gains and tosses due to changes in own credit risk on i
SREEEELNREG fair valued liabilities
15| FFERIEGRATR A G2 &P HE (B Defined benefit pension fund net assets (net of )
IR EEE) associated deferred tax liabilities)
PR NCETI RAFBAE (I Investments in own CET1 capital instruments (if not
6| R TR BENEECBERETRTHRELR already netted off paid-in capital on reported balance -
I ) sheet)
17| B X FESCETIEREE Reciprocal cross-holdings in CET1 capital instruments -
e £ Insignificant capital investments in CET! capital
A B 2 e o | :
18 Fﬁm%ig‘ggigéggﬁgi instruments issued by financial sector entities that are
guﬁﬁéé‘ﬁ \ % 31@:25? h cutside the scope of regulatory consolidation (amount B
B (BT 05 R B above 10% threshold)
N ' e e Significant capital investments in CET1 capital
A B A e . \ :
19 ﬁ:g%ﬁﬁ&ﬂg%ggggzzﬁi instruments issued by financial sector entities that are
g‘ il 22 8 outside the scope of regulatory consolidation (amount i
BB I0%F 71 ) above 10% threshold)
) Mort; servic ight amount ab 10% .
20| SRR E R (BRI UEZ8) ety e nes € o FmA Not applicable
MRS R E S R ARIESE (SR Deferred tax assets arising from temporary differences
HFE s & CHIREREERESR (amount above 10% threshold, net of related tax] 3 Not applicable
&) liability)
2B SFHE 7 B Amount exceeding the 15% threshold “FHEFE Not applicable
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Capital Structure and Adequacy (Continued)

it

,-E\EF’ E"%ﬁﬁ%ﬁ%&ﬂ’]-‘%ﬁﬁxﬁ’]%k&

23§

of which: significant investmeats in the common

stock of financial sector entities

R i8R Not applicable

241 o ¢ RS of which: mortgage servicing rights K3 FR Not applicable
Ep M EREEENEEREE of which: deferred tax assets arising from temporary , .
2 3 differences Fi# B Not applicable
AR EANEZEERRERE Nattanal specific regulaiory adjustments applied to
26}, e . 211,236
e CET1 capital
2 B 1 B B S P L T iR ) M Cumkulat.ive t;:zi]r Za]ucd gbaun!s;i arising from the
3 o T e ) BN B 25 revatuation of land and buildings (own-usc and 209,736
& : investment properties)
26bl— AR ERTT R HUIG ST R Regulatory reserve for general banking risks 1,500
26 SRHESHE B TN ERNFEENES Securitization exposures specified in a natice given
lmrimm by the Monetary Authority -
26d F R Ay L e R B SRR BN Cumulative losses below depreciated cost arising
BIE AE T A A 1Yo B IE from the institution's holdings of land and buildings i
26 ZHREIERITIR B AT EREG Capital shortfall of regulated non-bank subsidiaries .
EEGEERMEEEA S PATEEE Capital investment in a connected company which
2615 (EEEHBENERERNINGS is a commercial entity (amount above 15% of the -
B reporting institution's capital base)
: - s Regulatory deductions applied to CET1 capital ¢
| EMARRONTIFAEE ZGRELGEN % it AT copital and Tir 2 capial to _
B d
PRI A CETT R A LRREI B B ALIR cover deductions
211,236

374,599

N SRBATIEA BRI AR EE

Qualifving ATI capital instruments plus any refated
share premium

3

ek

oo RBER G LT R R

of which: classified as equity under applicable
accounting standards

320 Hh - IREE R R EERIS R R R

of which: classified as liabilities under applicable
accounting standards

33 R LEATI A B BB Bl

Capital  instruments  subject to phase out
arrangements from ATI capital

HESRTNBAERTEREZ AR
3MF AT E AR (FTEE A G S EBRIAT
HAETRER)

AT1 capital instruments issued by consolidated
bank subsidiaries and held by third parties (armnount
allowed in AT1 capital of the consolidation group)

R BEA IR R R B 2

3 AT E B

n

of which: AT caopital instruments issued byl

subsidiaries subject to phase out arrangements

3R S AT RAEBIVITE

Investments in own AT1 capital instruments

IR BTHATI R ARSI EEAW AR
H (L0 IR 8)

, Reciprocal  cross-holdings in ATl  capital
Eosh -
38| EHT N FFEATI A ASHE instroments
" . Insignificant capital investments in ATI1 capital
REEEHEH BNREUII NS RE sm . ?

instruments issued by financial sector entities that
are outside the scope of regulatory consolidation
{amount above 10% threshold)
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Capital Structure and Adequacy (Continued)

p

s e Significant capital investments in AT ital
40 PEREG SRR SRR Ensgtruments issuid by financial sector entitics ﬂ:‘?f'
BTN B A R B A GAR R R . > secter enilies that are -
= outside the scope of regulatory consolidation
Al HERATIELEN TSRS EEEA National specific regulatory adjustments apphied to AT1
& capital -
9 A E TR T HE AR ET Regulatory deductions applied to AT capital due to
ATVE A H TR R insufficient Tier 2 capital to cover deductions )

374,599

46| BRI R A SIE T I RREI SR E

Qualifying Tier 2 capital instruments plus any related
share premium

AT\ R Z R I R

Capital instruments subject to phase out arrangements
firom Tier 2 capital

HEGTIRITHBARSTHE =5
B G EERB (T AGREEEN S
BARIRED

Tier 2 capital instruments issued by consolidated bank
subsidiaries and held by third parties (amount allowed
in Tier 2 capital of the consolidation group)

Hip - R RR AN B A

of which: capital instrumenty issued by subsidiaries

RRTEBEEERE

b FITHE R EN subject to phase out arrangements -
kel b — 27 . Collective impairment allowances and regulatory
& B & 0 3 N
50( 5 BE A RAATRERE TR reserve for general banking risks eligible for inclusion in 1,500

Tier 2 capital

SRR B RSN Investments in own Tier 2 capital instruments -
S B NI EN A A Reciprocat cross-holdings in Tier 2 capital instruments -

PERE G ST AR DA SREE
SHRBTH _SRARBNIFEAEARE
(B0 8

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)

MREREE S HNEEL /MY SR w

Significant capital investments in Tier 2 capital

55 gy - _ instruments issued by financial sector entities that are -
T AR e
BERH —SRATRREEARAR outside the scope of regulatory consolidation
56 WRAR G EEAEIA e EERER National specific regulatory adjustments applied to Tier 114,637
= 2 capital (114,637}
prity Sl 1 oo G S . Add back of cumulative fair value gains arising from the
P E N R :
560 gg?g%ggégi?ggéggﬁ% revaluation of land and buildings (own-use and (114.637)
e e s investment properties} eligible for inclusion in Tier 2 ’
B RN TEE S copial
ST EAR S IR (114,637)
58 116,137
5942 490,736
60 513,163
61/ 73.00%
62 73.00%
95.63%




Capital Structure and Adegquacy {Continued)

SlEr DAEEEIER

O EEEBECET RiEEE

of which: caj.azral. conservation buffer reéuzrement 0.00%
66l B ; BT R S R of v‘vhich: bank specific countercyclical buffer 0.00%
regiuirement
Kb | BE R B RENRITE R RE . )
67 Pl of which: G-SIB or D-SIB buffer requirement 0.60%
DERTHER 4 ger reg ¢
69.00%

National CET1 minknum ratio

A Not applicable

7O B A ER R R WA REEES

National Tier I minimum ratio

A3 Not applicable

T EE TR BT RREIEER

REEEEEH RARE DS N E R
T2 WA TTOICETI AR - ATIEERE
BRCHRERBONFEARIER

National Total capital minimum ratio

Insignificant capital investments in CET1 capital
instruments, AT! capital instruments and Tier 2
capital instruments issued by financial sector entities
that are outside the scope of regulatory consolidation

i Not applicable

PSS AT ENEE LM SRR
TIPS THCETI A AREE - ATIHHRE
BRCEAEBNENEREE

Significant capital investments in CET] capital
instruments issued by financial sector entities that are
outside the scope of regulatory consolidation

74(#EE SRR R (TR AR R S )

iy

Mortgage servicing rights (net of related tax liability)

F#EF] Not applicable

HEHTERELNVBERERED
fER BRI A M)

7

Th

i

SEBHAGERTERELHES

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

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

T F Not applicable

1,500

He LR

76 Xl%ﬁf SRERFREATHERHE standardized (credit risk) approach (prior to
(FEf8.LIRAD) application of cap}
e : p Cap on inclusion of provisions in Tier 2 under the
77 E%JZF é‘f%}i‘& ﬁ:‘%(g%)ﬁ@ﬁ%% basﬁc approach and E:hc standardized {credit risk) 7,765
AR A GE AR & ER o
pproac
ARG A — 4R A 7 Ul IRBEF B Provisions cligi.ble for inclusion in Tier 2 in res;?ect of]
78 IS s (TR F IR T exposures subject to the IRB approach (prior to -
Ty (i R application of cap)
79 HEIRREF B AT A A TS A g Cap for inctusion of provisions in Tier 2 under the

IRB approach

FEA G RITCET | R

8 s i

o

Current cap on CET! capital instruments subject to
phase out arrangements

FiE S Not applicable
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Capital Structure and Adequacy {Continued)

8

—

ERIC P LRI 3 A CETI 878088 (7
5T RIBE R IR LR B)

Amount excluded from CETT due to cap (excess over
cap after redempiions and maturities)

R Not applicable

8

X

TR R R IR TAT] A Ry
BT LR

Current cap on AT capital instruments subject to
phase out arrangements

8

L

HIR B LR AT 53 AATL R B8
BR( LA R AR IE R ERIR R B LR
)

Amount excluded from AT capital due to cap
(excess over cap afier redemptions and maturities)

8

-y

LML IR — R AT

HIBRHT LR

Current cap on Tier 2 capital instruments subject to
phase out arrangements

8

th

TP EHE IR BT A R A A 8
B 15T RIBIE] R ETRIREE S LR
Z40

Amount excluded from Tier 2 capital due to cap
(excess over cap after redemptions and maturities)

201591231 B E20144E12H 31 HZ F 2k

The Main Features Template as at 31 December 2015 and 31 December 2014 is

BRI T ¢ shown below:
— KURTRIRAT
I
HE&TTA ssuer Tai Sang Bank Limited
W E B (M CUsIP - ISIN Unique identifier (eg CUSIP, ISIN or Bloomberg X _
Bloombergi#, A B ERISRHINE) identifier for private placement) IR Not applicable
— . . EBEE
AL S . e
3| =iy TREE Governing law(s) of the instrument Laws of Hong Kong
[ A Regulatory treatment
4 (EEERES) EEERT Transitional Basel Il rufes* “F #8H Not applicable
N ] N . CETI®A
5 {FEBERE=Y &5 EEEA Post-transitional Basel Il rules Common Equity Tier |
6 Rt ARSI R R R Eligible at sulo*/group/group & solo 7B
] Solo
B e Instrument type {types to be specified by each e
B % i PR
7 BIRER (REHEETTER) jurisdiction) Ordinary shares
. R AR (LN E Amount recognised in regulatory capital {Currency in} HKS$265
Bt TRV D ED) million, as of most recent reporting date)
oI Par value of instrument HKS$1
o o B2
0t Accounting classification Shareholders' equity
&% EES Original date of issuance 1954, 1969, 1990, 22000116
=, A M Perpetual or dated KT
12{ 7R AN R AR erpetual or date Perpetual
. — . I
13 RETEIHAH Original maturity date No maturity
e B S He, 1y N ot e
14 ;’éﬁmﬁ B RS AR T ARE Issuer call subject to prior supervisory approval f
0
Al EEH - g EIER E Optional call date, contingent call dates and . .
15 ' DL AT [ e redemption amount AR Not applicable
16 HETTIEE EGOEE) Subsequent call dates, if applicable iEH] Not applicable
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Capital Structure and Adequacy (Continued)

EZE | BE Coupens/dividends
cgtim = %
17 BESZEHES 1 EA Fixed or floating dividend/coupon Floating dividend
18 ERRERAT R Coupon rate and any related index 75 Not applicable
19 FE 1R TR B s Existence of a dividend stopper ﬁ
o Fully discretaionary, partially discretionary P ERHE
f il i T . ° i
20 SHENE - BB - B or mandatory Fully discretaionary
s . Existence of step up or other incentive to
21| AR RN T o
22 FEEHWEL Noncumulative or cumulative el
i i Non-cumulative
23| BT iR R Convertible or non-convertiable Kﬁjﬁﬁ
Non-convertible
24 N R If convertible, conversion trigger(s) i Not applicable
25 FEulEE o EEESY If convertible, fully or partially A EH] Not applicable
26 AR SRR If convertible, conversion rafe “ 3874 Not applicable
FEEER o MadE n RIS If convertible, mandatory or optional ; .
27 5 conversion K FS Not applicable
NI - H5EAEnEAYEEE H convertible, sepeify instrument type N .
28 HEHEY convertible into AR Not applicable
Ol Bl DS If convertible, specify issuer of instrument it 5 ,
29 BTN converts into T Not applicable
30| B E RS, Write-down feature ﬁ
31 EiEE o RERESEE H write-down, write-down trigger(s) i Not applicable
32 R o IR LS If write-down, full or partial i i Not applicable
33 B - A TR If write-down, permanent or temporary < FH Not applicable
LB - SRR EE If temporary write-down, description of , .
34 ) write-up mechanism B Not applicable
N . Position in subordination hierarchy in liguidation
g : ; gEER : -
351" f‘gﬁ'ﬁ}:%&ﬁ %%KP AR ACEREES (specify instrument type immediately senior fo F i Not applicable
BERE AV IR IR instrurnent)
16| RN SRR Non-compliant transitioned features :‘E
o
7SR - ST A B If yes, specify non-compliant features FEEF] Not applicable

# BARBNEERIE AR R GRITH
(AR I R EERIE T

+ ARERNREERE AR RRGRTT
HERVR AP RAHFT AR

* OEERS S

RIT2—FEERAELTE 2 R
R ARRIE AT 2 MBI R -

# Repgulatory ireatment of capital instuments subject to transitional arrangements

provided for in Schedule 4H of the Banking (Capital) Rules

+ Regulatory treatment of capital instuments not subject to transitional arrangements

provided for in Schedule 4+ of the Banking (Capital) Rules

* Inctude solo-consolidated

Full terms and conditions of the Bank's CET1 capital instruments are disclosed in the

website of the Bank.
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8 EHEHLEEE Leverage Ratjo Disclosures

MR Z R8N 0153FE 1283 37 SHEimE ki The tables below represent the summary comparison table for reconciling
F#LESRTHEHEENIIR S B EWEE the total consolidated assets of the Bank as stated in the financial
EERMEEEEE S SEEEENERRIERE statements 1o the on-balance sheet exposures used in computing the
AR SRS o leverage ratio and the Leverage Ratio Template as at 31 December 2015,
presented in HK$000,
20155212 H 31 B 2 HIRTE LB Summary Comparison Table as at 31 December 2015

ks 3]

T o . ] . o Toél c(;nséflfjafeﬁ assets as per published ﬁ}xaﬂc1a]
i gty e 4
1 |8 B HRAT IS S EEES statements 1,639,333
. . . S Adjustment for investments in banking, financial,
TREE VEERESETE - L . . ", ’
5 %ﬁgﬁﬁﬁgg&;gmggggﬁé insurance or commercial eatities that are 0
;};ﬁé’fﬁg v — = A consolidated for accounting purposes but outside the !
1 scope of regulatory consolidation
R E A R E s HEREN R Rl Adjustment for fiduciary assets recognised on the
3 FARESE - B EETER R e balance sheet pursuant to the operative accounting i
HEEMNNENS{ESEMENREEE framework but excluded from the leverage ratio
B EXPOSUre Mmeasure
4 PEESS SR T BryanE Adjustments for derivative financial instruments -
5 BRSRERT SRR G SR Adjustment for securities financing transactions (i.e.
HAE LA E R EE repos and similar secured lending) i
- N - Adjustment for off-balance sheet items (i.e.
6 giﬁ%ﬁﬁigggggﬁg@fﬁ?% conversion to credit equivalent amounts of off- -
ST ) balance sheet exposures) '
7 |#E Other adjustments 7,637
' R ‘ 1,666,980

& ey 5 £ty 4T 5 # i
y BEAEFENEEGFEENETARES On-balance sheet items (excluding derivatives and 1.666.98
BEETE  HEERER) SFTs, but including collateral) 666,980
5 HIE B (EEREEE) —EE Less: Asset amounts deducted in determining Basel
FrDRAEERIE M ENFET) 11} Tier 1 capital (reported as negative amounts) B
3 HESEBAREABEEGREERYE Total on-balance sheet exposures {excluding 1.666.980

T ERSEERETEE 1 E2TEng derivatives and SFTs) (sum of lines 1 and 2)

Replacement cost associated with all derivatives -

FREAME TR ZHMNERRAE . X " o
B f eligibl ]
4 S AT T L BB S) :]Zi:;?;;](ms (i.e. net of eligible cash wvariation
5 i BETE T B2 BA Ay BE ok s Add-on amounts for PFE associated with all
EFERIHT e derivatives transactions -
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Leverage Ratio Disclosures (Continued)

2015812 B3 H ZiRREL R BRI EE
HEGE)

BEERETHE A MRS R Gt
6 [(HERRRERBRTORATETLE
AR

Leverage Ratio Common Disclosure Template as at 31 December 2015

(Continued)

Gross-up for derivatives collateral provided where

deducted from the balance sheet assets pursvant to the
operative accounting framewerk

R - RS TEX BRENESEE
FRegEAENE S (BB ETR)

Less: Deductions of receivables assets for cash
variation margin provided in derivatives transactionsi
(reported as negative amounts)

g PR BEFRRRERAE
8 IAFERXEHEMMER IS
BT

Less: Exempted CCP leg of client-cleared trade
exposures (reported as negative amounts)

BREBECHEERTEIRANERS
ERH

Adjusted effective notional amount of written credit
derivatives

0F : MEHBERTE LRFURE
10 (EVHREB IR A I BB IR L8
HFR)

Less: Adjusted effective notional offsets and add-on
deductions for written credit derivatives (reported as
negative amounts)

LT TAEBREREEE CEAE0THE
ZB)

11

&

2 |l mnpmspers Bt

Total derivative exposures (sum of lines 4 to 10)

Gross SFT assets (with no recognition of netting),

S i B TR (R HERE B s

A i iﬁg ;%:%, % £

after adjusting for sales accounting transactions

AN ¢ RSB R B R R R R

B | et mrnsm s

Less: Netted amounts of cash payables and cash
receivables of gross SFT assets (reported as negative
amounts)

RERARBEENE T ERBRRE

}4%

CCR exposure for SFT assets

15 | FRERE

Agent transaction exposures

SEHMELZBERIEEEGE 22T
N )]

16

b

17 |REAMHRINER R IE R BB

of lines 12 to 13)

Total securities financing transaction exposures (sum

19 [EERERIMERFETRSTHRILZE)

5 Y

20 |EREA

Off-balance sheet exposure at grass notional amount 18,118

18 I MERAEEEHEEERE Less: Adjustments for conversion to credit equivalent 11,521)
BBl EBER) armounts (reported as negative amounts) (i1,

Off-balance sheet tems (sum of lines 17 and 18) 6.597

Sk

Tier 1 capital

373,938

JBRRRIEIEIECES - 1] - 16 RI9TTHE
L))

2 | (HERBES) FRLE

Total exposures (sum of lines 3, 11, 16 and 19}

Basel II leverage ratio

1,673,577

22.34%
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Leverage Ratio Disclosures

The tables below represent the summary compatison table for reconciling
the total consolidated assets of the Bank as stated in the financial
statements 1o the on-balance sheet exposures used in computing the

8 HEELLEIHE

PUF 2 ARG 20145E 12 531 H Z SHIRIB R pLi
REAENLRITUBRRARTIRZ SR E0S
ERRSTERELRZ AEAERNEARRIERE

AELLERIELE . leverage ratio and the Leverage Ratio Template as at 31 December 2014,
presented in HK$° 000
2014512 {31 H 2 BB S bR e Summary Cemparison Table as at 31 December 2014

. . Total consolidated assets as per published financiai
7 ks oy 1 L ;
| |CHAH B R PRy R & R statements 1,600,438
; " P N Adjustment for investments in banking, financial
f b e kE Ly . st ! ' i )
2 ﬁ*ﬁg:ﬁgijﬁgé%ggﬁgiﬁ%%g Eé insurance or commercial entities that are i
;}“ : ki B “= # - consolidated for accounting purposes but outside the
YRR RV scope of regulatory consolidation
RS T HE N EEEE Adjustment for fiduciary assets recognised on the
3 TAFET - RGO ERE RS RE balance sheet pursuant to the operative accounting )
HEENNTE S EEETAREESE framework but excluded from the leverage ratio
B eXposure measure
4 IERTTE SR TR Adjustments for derivative financial instruments .
s B SRE T BRI B Adjustment for securities financing transactions {i.e. .
HAEL A EIEEES repos and similar secured lending)
- N - Adjustment for off-balance sheet items (i.e.
6 ﬁﬁﬂ:ﬁ%ﬁ{izﬁg g?gﬁgﬁgﬁ conversion to credit equivalent amounts of off- -
LES RAEENRRE ) balance sheet exposures)
7 [FdfaERe Other adjustments 7533
: 71% pige ﬁ.@' : RS T

Abio

HEAARNABTRIEHELRARE

Leverage Ratio Common Disclosure Template as at 31 December 2014

e ’p %;;%:*%%3?

On-balance sheet items (excluding derivatives and

TRIEFRRA AN E LR ATHEMZE)

R ENTE TR BEMNEEREED

Vlgmgss  [@ammms SFTs, but including collateral) 1,607,982
5 HIE - @ (PEFRES) — a4 Less: Asset amounts deducted in determining Basel

BB E EHEL EEET HI Tier I capital (reported as negative amounts) .
3 BEABERNEBRERIERECFRERNE Total on-balance sheet exposures (excluding 1.607.982

dertvatives and SFTs} (sum of lines 1 and 2)

ek

Replacement cost associated with all derivatives

HHERIN IR

4 I & FS I B R !t]rlzr:sz‘tctions (i.e. net of cligible cash variation
gin)
5 Frg BT & T E A7 B a8 Rk i i Add-on amounts for PFE associated with all

derivatives transactions
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Leverage Ratio Disclosures {Continued)

2004 2 E3M B ZERERIEA I EE Leverage Ratioc Common Disclosure Template as at 31 December 2014
(&) (Continued)

Gross-up for derivatives collateral provided where
deducted from the balance sheet assets pursuant to the “
operative accounting framework

SRR AT 8 5 07 A A AT
6 |EEtREREEPIIRSGITE TR
A1

R BT TR SR itay il 4 28
PREENELH S CLREET)

O 2 RIS B F T MR PR
8 IAFEREXZFARMMER SRS (D&

Less: Deductions of recetvables assets for eash
variation margin provided in derivatives transactions -
{reported as negative amounts}

Less: Exempted CCP leg of client-cleared trade
exposures (reported as negative amounts) -

BET)
o EEBREHBERNE TANERE Adjusted effective notional amount of written credit
g derivatives )

Less: Adjusted effective notional offsets and add-on
deductions for written credit derivatives (reporied as -
negative amounts)

I REHEEMTETRELRE
10 [EyEZA RIS EE B I I BEnInE LA
BN

T4 TREBKIBME (B4E107THM

11 Total derivative exposures (sum of lines 4 to 10)

i

Gross SFT assets (with no recognition of netting),
after adjusting for sales acoounting transactions

BHE G SRR R ETIP R
BTSSR SRR

R BEREX A REMTRIEAE

12

Less: Netted amounts of cash payables and cash
receivables of gross SFT assets (reported as negative -

I e oty
14 EErRETAEENET HEHRAEE CCR exposure for SFT assets | _

%
15 HUE B RmkaRE

Agent transaction exposures -

5 B A B B AR AR EH B 12 B 1577 Total securities financing transaction exposures (sum
of lines 12 to 15) i

)
1

LENIPR g

Off-balance sheet exposure at gross notional amount

17 1 EEER/NERE AR A SRR 33,807
IR BB R S ( BEE R H S Less: Adjustments for conversion to credit equivalent

18 BOEEET amounts (reported as negative amounts) (25,784)
Off-balance sheet items (sum of lines 17 and 18) 8.023

19 (REARRINEE(F1ITRSTTHIEZ 8

ke.%

20 14 Ex Tier 1 capitat 374,599
21 ggﬁ%i}%&@%ﬁ(%?a V11 BRIV Total exposures (sum of lines 3, 11, 16 and 19) 1,616,005

Gt S B4 e i

22

(BEREE=) FLE

Basel III leverage ratio

23.18%
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Capital Charge for Credit, Market and Operational Risks

The capital adequacy ratio in note 3.5 to the financial statements represents the
consolidated ratio of the position of the Bank for regulatory purposes as at 31
December 2015 and 2014 computed in accordance with the Banking (Capital)
Rules.

The capitat requirements for each class of exposures are summarised as follows :

(i) Capital charge for credit risk

BARK

Capital requirement

2015 2014

HK$000 HK$060

Bank exposures 8,077 7,650

Residential mortgage loans 6,880 4,740
Other exposures which are not past

due exposures 37,883 36,840
Total capital charge for on-balance

sheet exposures 52,840 49 270

Direct credit substitutes 400 460

Trade-related contingencies 46 23
Total capital charge for off-balance

sheet exposures 446 423

Total capital charge for credit risk 53,286 49,693

The Bank uses the Basic Approach for calculating credit risk. This
disclosure is made by multiplying the Bank's risk-weighted amount derived
from the relevant calculation approach by 8%, not the Bank's actual
“regulatory capital™.

(i} Capital charge for operational risk

2015 2014
HK$'000 HEK$'000
Capital charge for operational risk 2,860 2,569

The Bank wses the Basic Indicator Approach for calculating operational
risk.

{it)) Market risk capital charge

2015 2014
HE$000 HKS$000
Market risk capital charge 23 -

The Bank was granted by the HKMA an exemption from the calculation of
market risk under the exemption criteria under section 22(1) of the
Banking (Capital) Rules as at 31 December 2014,

Countercyclical Capital Buffer Ratio Disclosures

As at 31 December 2015, the Bank’s countercyclical capital buffer ratio was 0%.
This was the same as the jurisdiction countercyclical capital buffer of Hong
Kong for 2015, at the level of 0%, as the Bank only operates and has private
sector credit exposures in Hong Kong for the purpose of the calculation of its
countercyclical capital buffer ratio.
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Qualitative Information on Management of Risk

The Group's risk management function rests with directors and managers
designated by the Board. They act as the focal point in identifying,
reviewing and quantifying the particular risk areas the Group is exposed to,
and in recommending to the Board and the subsequent implementation of
appropriate policies and procedures.

{a)

(b

0]
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Credit risk management

Credit risk is the potential risk of financial loss resulting from the
failure of a customer to settle its financial and contractual obligations
as and when they fall due. The Group has established policies and
systemns for the monitoring and control of exposures to individual
customers and industry segments. Lending limits are delegated to
members of the Credit Committee who has the authority in approving
and regularly reviewing the credits, and assessing on a periodic basis
the overall guality of the Group's loan portfolio,

It is the Group's policy to deal only with customers whose background
and financial strength are thoroughly known to management. Loan
applications are individually assessed based on information backed up
by documentary evidence. While flexibility is provided in structuring
the credit terms to meet the applicant’s specific needs, applicant's
financial strength, repayment ability and adequacy of asset protection
are insisted before credits are considered. The credit approval process
is centralised and under tight control of the Credit Commitiee, whose
approval is required for management to engage in new products and
activities.

Liguidity risk management

Liquidity risk arises from the mismatch in the cash flows emanating
from on-balance sheet assets and liabilities, plus the setilement
characteristic of off-balance sheet activities. The Group's funding
activities are closely managed by the directors in accordance with
policies and guidelines established by the Board. The wusual
conservative strategy and the availability of up-to-date reporting on
liquidity position ensure that all obligations of the Group are met in a
timely and cost efficient manner.

Interest rate risk management

Interest rate risk is the risk of loss to the Group due to possible
changes in the level of interest rates. Interest rate risk of the Group is
monitored by ALCO and senior management through their review and
control of the Group's level and type of interest earning assets and
interest bearing labilities.

(i) Interest rate exposures in banking book

The Group is exposed to the following interest rate risks in relation
to its banking book :

- Repricing (or maturity mismatch) risk : the risk is caused by
timing differences in rate changes and cash flows that occur
in the repricing and maturity of fixed and floating rate assets,
Jtabilities and off-balance-sheet instruments.

- Yield curve risk : repricing mismatches, coupled with
unanticipated changes in the yield curve, will have adverse
effects on the Bank’s income or economic value.

- Basis risk : the risk arises from imperfect correlation between
changes in the rates earned and paid on different instruments
with otherwise similar repricing characteristics.
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Qualitative Information on Management of Risk {Continued)

(c)

Interest rafe risk management (Continued)

{i) Interest rate exposures in banking book (Centinued)

In the measurement of such interest rate risk, the Group assumes that
loans are repaid according to loan instalments while deposits without a
fixed maturity are continued into the foreseeable future. For all products,
the earliest repricing date is used to determine the impact of the risk on
the Group.

Sensitivity analysis in relation to the impact of changes in interest rates
on earnings and economic value is assessed through a hypothetical
interest rate shock of 200 basis points across the yield curve on both sides
of the balance sheet and is performed on monthly basis, Sensitivity limits
are set to control the Group's interest rate risk exposure under both
earnings and esonomic value perspectives.

The Group uses sensitivity analysis to measure the potential effect of
changes in interest rates on the net interest income and economic value
change which is broken down by currencies in accordance with the
method used in the monetary returns relating to interest rate risk
exposures submitted to the HKMA as at 31 Decemnber are as follows:

B
Currengy
bz 34 =TT Hagy
HK Dollars  US Dollars Total

HKS HKS HK$
2015
Interest rate risk shock
{+200 basis points)
- Impact on economic value 1,370,633 1,780 1,372,413
- Impact on earnings {5,817,831) 9,560 (5,808,271)
2014
Interest rate risk shock
(+200 basis points}
- Impact on economic value 834,218 1,574 835,792
- Impact on earnings (5,459,195) 17373 (5,441,822)

(d) Foreign exchange risk management

{e)

Foreign exchange risk represents the potential risk of financial loss resulting
from the fluctuations in foreign exchange rates. The Group's non trading
exposure to foreign exchange risk is not material as a result of conservative
strategy adopted In all cases, foreign exchange risk is closely monitored by
senior management of the Group.

Market risk management

Market risk recognises the potential change in earnings as a result of
movement in interest rates, asset price, foreign exchange rates and the level of
concentration and volatility in any or all of these markets. The Group
considers its involvement in market risk-related treasury activities has not
been significant.
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Disclosure on Remuneration for CG-5 Guideline on a Sound
Remuneration System Issued by the HKMA

The Bank establishes a Remuneration Policy which governs the set up
of a Remuneration Committee and formulates the principles of
remurteration determination for its staff. The Remuneration Policy of the
Bank promotes an overall scheme of remuneration that matches the
Bank's business objectives, risk tolerance and risk management
framework.

The composition and responsibility of the Group's Remuneration
Commitiee has been set out in note 6 of the Supplementary Financial
Information. During its annual meeting held in the vear ended 31
December 2015, the Remuneration Comumittee reviewed and approved
the annual remuneration to be paid to the Bank's senior management
(being those holding position as Assistant General Manager or above)
and key personnel (being heads of key funciions as stipulated in
Fourteenih Schedule of the Banking Ordinance) in accordance to the
Bank's Remuneration Policy and Board instructions. It also approved
the arnual review of the Bank's Remuneration Policy where no changes
were recommended to be made. The basis of determining the annual
emolument adjustment payable by the Bank to ils senior management
and key personnel is by reference to Board approved benchmark based
on public sector indicators in this area. Accordingly, employees who are
responsible for risk control functions are remunerated independently of
the businesses they oversee. No individual director of the Bank will be
involved in decisions relating to his/her own remuneration.

The total fees paid to the independent non-executive directors who are
also members of Remuneration Committee during the year ended 31
Decemnber 2015 amounted to HK$317,195 {2014; HK$378,839) which
were paid for their overall workloads and commitment to the Board as a
whole.

The Group only provides fixed remuneration to its senior management
and key personnel in the form of salary and allowance in cash. No
variable remuneration, whether in the form of cash, shares and share-
linked instruments and other instruments, has been provided by the
Group to its senior management and key personnel. The total
remuneration for the Group's senior management (3 persons in total) and
key personnel (4 persons in total) for the year ended 31 December 2015
amounted to HK$3,701,820 and HK$3,023,760 respectively {2014:
HK$3,550,140 and HKS$2,885,100 respectively). There were no
deferred remuneration nor retained remuneration, whether vested or
unvested, awarded, in the form of payment or reduction through
performance adjustments, to the Group's senior management and key
personnel during the year ended 31 December 2015 (2014: Nil).

During the year ended 31 December 20135, the Group did not have any
new sign-ons, severarce payments or guaranteed bonuses awarded to its
senior management and key persennel {2014: Nil).

The Bank has complied with the requirement set out in Part 3
(disclosure on remuneration) of the Supervisory Policy Manual CG-3
entifled * Guideline ou 2 Sound Remuneration System™ issued by the
Hong Kong Monetary Authority in all material aspects
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Disclosure on Fair Value Practices on Financial Instruments for CA-

5-10 Guideline issued by the HKMA

The Group holds available-for-sale listed equity investments which are
subject to fair value measurement as stipulated in the CA-S-10
Guideline issued by the HKMA. The valuation technigue used by the
Group to value the subject available-for-sale listed equity investments
has been set out in note 3.4 of the Notes to the Consolidated Financial
Statements while the sensitivity analysis of such investments are
detailed in note 3.2.1 of the Notes to the Consolidated Financial
Statements.

The Group uses prices quoted at the stock exchanges for each of the
available-for-sale listed equity investments to mark the investments to
their fair values on periodic basis. The fair value measurement and
calculation process is performed by a department independent of the risk
taking unit and is subject to stringent controls supervised by senior
management of the Group. The fair values of the available-for-sale listed
equity investments are reviewed regularly by senior management and the
Board.
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF TAI SANG BANK LIMITED
( Incorporated in Hong Kong with limited liability )

We have audited the consolidated financial statements of Tai Sang Bank Limited (the Bank') and its subsidiaries set out on pages 6 to 58,
which comprise the consolidated statement of financial position as at 31 December 2015, and the consolidated staternent of
comprehensive income, the consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory information.

Directors’ responsibility for the consolidated financial statements

The directors of the Bank are responsible for the preparation of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants, and the
Hong Kong Companies Ordinance, and for such internal contral as the directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Qur responsibility is to express an opinion on these consolidated financial statements based on our audit and {o report our opinion solely
to you, as a body, in accordance with section 405 the Hong Kong Companies Ordinance and for no other purpose. We do not assume
responsibility towards or accent liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonzble
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of
the conselidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant 10 the entity's preparation of consolidated financial staiements that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of the consclidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

in our opinion, the consolidated financial statements give a true and fair view of the financial pesition of the Bank and its subsidiaries as
at 31 December 2015, and of their financial performance and cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance with the Hong Keng Companies Ordinance.

PRICEWATERHOUSECOOPERS
Certified Public Accountants

HONG KONG, 21 March 2016
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