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( )

2016 12 31

1 - 2

3 - 4

5

6

7

8 - 58

97



98



99



( )

- 3 -

2016 12 31

1 357,758,887.35 416,687,137.74

2 103,063,506.28 315,969,904.22

3 300,000,000.00 754,552,000.00

4 1,522,664,096.00 1,495,917,943.00

5 38,623,839.00 28,977,740.29

6 273,000,000.00 196,000,000.00

7 919,000.63 1,334,488.75

8 1,221,386.25 2,407,956.53

9 12,789,231.53 4,068,410.07

10 34,586,026.52 21,537,753.00______________ ______________

2,644,625,973.56 3,237,453,333.60
______________ ____________________________ ______________

( )

100



101



( )

- 5 -

2016 12 31

141,021,267.95 192,257,861.15______________ ______________

23 58,671,278.07 60,105,514.58______________ ______________

23 73,286,462.53 86,946,932.22

23 14,615,184.46 26,841,417.64

24 91,338,707.90 114,627,792.11______________ ______________

24 92,006,573.33 121,242,952.60

24 667,865.43 6,615,160.49

25 (3,722,686.99) (3,669,040.00)

/( ) 26 (20,847,097.00) 12,188,473.00

15,581,065.97 9,005,121.46______________ ______________

66,571,499.45 73,367,117.15______________ ______________

27 2,709,526.70 10,479,945.03

28 61,886,038.05 62,553,074.12

29 1,975,934.70 334,098.00______________ ______________

74,449,768.50 118,890,744.00______________ ______________

33.68 -

30 246,513.36 76.93______________ ______________

74,203,288.82 118,890,667.07______________ ______________

31 18,716,074.60 29,936,469.86______________ ______________

55,487,214.22 88,954,197.21
______________ ____________________________ ______________

20 (66,750.00) (179,531.36)______________ ______________

- (66,750.00) (179,531.36)

55,420,464.22 88,774,665.85
______________ ____________________________ ______________

102



( )

- 6 -

2016 12 31

27,155,226.58 -

- 197,247,453.42

- 100,000,000.00

- 156,000,000.00

87,283,859.67 186,411,599.20

6,640,923.89 758,957.35___________________ ___________________

121,080,010.14 640,418,009.97
___________________ ___________________

- 4,383,800.15

80,000,000.00 -

290,825,147.91 -

360,000,000.00 -

19,248,105.70 33,047,793.62

35,977,855.46 34,778,469.54

30,485,969.56 23,371,753.28

16,296,556.05 21,203,891.86
___________________ ___________________

832,833,634.68 116,785,708.45
___________________ ___________________

33 (711,753,624.54) 523,632,301.52
___________________ ___________________

7,919,721,970.00 15,942,686,970.00

50,274,898.16 22,770,254.99
___________________ ___________________

7,969,996,868.16 15,965,457,224.99
___________________ ___________________

214,760.95 1,797,390.70

7,967,315,220.00 15,949,622,730.00
___________________ ___________________

7,967,529,980.95 15,951,420,120.70
___________________ ___________________

2,466,887.21 14,037,104.29
___________________ ___________________

8,982,517.48 4,979,288.03
___________________ ___________________

/( ) (700,304,219.85) 542,648,693.84
___________________ ___________________

33 1,001,230,411.15 458,581,717.31
___________________ ___________________

33 300,926,191.30 1,001,230,411.15
___________________ ______________________________________ ___________________
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( )

- 7 -

2016 12 31

( 18) ( 19)  ( 21)  ( 20)  ( 22)

2015 12 31 2016 1 1 1,000,000,000.00 66,377,858.45 19,810,000.00 3,000.00 396,256,843.22 1,482,447,701.67

- 5,548,721.42 (8,410,000.00) (66,750.00) 58,348,492.80 55,420,464.22

 ( ) - - - (66,750.00) 55,487,214.22 55,420,464.22

 ( ) - 5,548,721.42 (8,410,000.00) - 2,861,278.58 -

1. - 5,548,721.42 - - (5,548,721.42) -

2. - - (8,410,000.00) - 8,410,000.00 -______________ ______________ ______________ ____________ _____________ _______________

2016 12 31 1,000,000,000.00 71,926,579.87 11,400,000.00 (63,750.00) 454,605,336.02 1,537,868,165.89
______________ ________________ _______________ ______________ _____________ _____________________________ ______________ ______________ ____________ _____________ _______________

( 18) ( 19)  ( 21)  ( 20)  ( 22)

2014 12 31 2015 1 1 1,000,000,000.00 57,482,438.73 12,060,000.00 182,531.36 323,948,065.73 1,393,673,035.82

- 8,895,419.72 7,750,000.00 (179,531.36) 72,308,777.49 88,774,665.85

 ( ) - - - (179,531.36) 88,954,197.21 88,774,665.85

 ( ) - 8,895,419.72 7,750,000.00 - (16,645,419.72) -

1. - 8,895,419.72 - - (8,895,419.72) -

2. - - 7,750,000.00 - (7,750,000.00) -______________ ______________ ______________ ____________ _____________ _______________

2015 12 31 1,000,000,000.00 66,377,858.45 19,810,000.00 3,000.00 396,256,843.22 1,482,447,701.67
______________ ________________ _______________ ______________ _____________ _____________________________ ______________ ______________ ____________ _____________ _______________
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( )

- 8 -

2016 12 31

( ) (

1984 10 19 1984 12 14

2006 9 8 (

100%

2016 12 31

1,000,000,000 820,284,000.00

179,716,000.00

Morgan Stanley 18

2009 6 10 2009 6 24

188 28 2801-2807

2816

( "

")

2016 12

31 2016
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( )

- 9 -

1. 

1 1 12 31

2. 

3. 

- 

- 

- 

4. 
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( )

- 10 -

-

5. 

5.1

( )

( )

5.2

(1)

(2)

(3)
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( )

- 11 -

-

5. -

5.2 -

5.3

(1)

(2)

(3)

(4)

(5)

(6)

-

-

(7)
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( )

- 12 -

-

5. -

5.3 -

( )

( )

5.4

(1)

(2)

(3)

( )
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( )

- 13 -

-

5. -

5.5

13 14

5.6

( )

(

)

5.7
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( )

- 14 -

-

6. 

3-8 - 13%-33%

7. 

1-5

8. 
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( )

- 15 -

-

9. 

10. 

- ( )

- (

)

- 

(

)
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( )

- 16 -

-

11. 

2012 3 30 ( [2012]20 )

1.5%

2016 1.5%

12. 

13. 

14. 

113



( )

- 17 -

-

15. 

15.1

( )

( )

15.2

15.3

114



( )

- 18 -

-

16. 

( )

17. 

115



( )

- 19 -

-

-

(

)

2016 25% (2015:25%)

( [2012]40 ) (

[2012]57 )

- 116



( )

- 20 -

5%

2016 3 23

( [2016]36 ) 2016 5 1

2016 5 1

6%

7%

3%

2%

( [2015]119 ) 2016 1 1 2016 3

31 0.072% ( 2016 180 )

2016 4 1

1. 

160,382,979.67 187,538,206.25

197,375,907.68 229,148,931.49______________ _____________

357,758,887.35 416,687,137.74______________ ___________________________ _____________

[ (2007)134 ]

2007 5 15

5% 5%

2015 12 31 2016 12 31

15.5% 15%

1.62%

117



( )

- 21 -

-

2. 

6,359,578.51 5,616,052.55

97,190,705.11 311,913,427.11______________ _____________

103,550,283.62 317,529,479.66______________ _____________

486,777.34 1,559,575.44______________ _____________

103,063,506.28 315,969,904.22
______________ ___________________________ _____________

3. 

300,000,000.00 754,552,000.00
______________ ____________________________ ______________

4. 

- 1,482,819,340.00 1,495,917,943.00

- 39,844,756.00 -______________ ______________

1,522,664,096.00 1,495,917,943.00
______________ ____________________________ ______________

( 12)

90,000,000.00 (2015 12 31 450,000,000.00 )
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( )

- 22 -

-

5. 

(1)

28,977,740.29 51,864,291.93

73,286,462.53 86,946,932.22

(63,640,363.82) (109,833,483.86)_____________ _____________

38,623,839.00 28,977,740.29
_____________ __________________________ _____________

(2)

- 139,653.93 140,974.10

- 2,114,145.82 2,145,537.10

- 1,183,708.33 1,353,333.33

-

35,186,330.92 25,337,895.76_____________ _____________

38,623,839.00 28,977,740.29
_____________ __________________________ _____________
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( )

- 23 -

-

6. 

(1)

280,000,000.00 200,000,000.00_____________ _____________

7,000,000.00 4,000,000.00_____________ _____________

273,000,000.00 196,000,000.00
_____________ __________________________ _____________

(2)

(%) (%)

80,000,000.00 28.57 - 0.00

200,000,000.00 71.43 200,000,000.00 100.00_____________ ________ _____________ _________

280,000,000.00 100.00 200,000,000.00 100.00_____________ ________ _____________ _________

7,000,000.00 4,000,000.00_____________ _____________

273,000,000.00 196,000,000.00
_____________ __________________________ _____________

(3)

(%) (%)

180,000,000.00 64.29 100,000,000.00 50.00

100,000,000.00 35.71 100,000,000.00 50.00_____________ ________ _____________ _________

280,000,000.00 100.00 200,000,000.00 100.00_____________ ________ _____________ _________

7,000,000.00 4,000,000.00_____________ _____________

273,000,000.00 196,000,000.00
_____________ __________________________ _____________

(4)

1 1 5 1 1 5

( 1 ) ( 5 ) 5 ( 1 ) ( 5 ) 5

200,000,000.00 - - 200,000,000.00 200,000,000.00 - - 200,000,000.00

- 80,000,000.00 - 80,000,000.00 - - - -_____________ ____________ ____________ _____________ _____________ _____________ ____________ ______________

200,000,000.00 80,000,000.00 - 280,000,000.00 200,000,000.00 - - 200,000,000.00_____________ ____________ ____________ _____________ _____________ _____________ ____________ ______________

7,000,000.00 4,000,000.00______________ ______________

273,000,000.00 196,000,000.00
______________ ____________________________ ______________
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( )

- 24 -

-

6. -

(5)

2016

- 4,000,000.00 4,000,000.00

- 3,000,000.00 3,000,000.00_______________ _______________ ______________

- 7,000,000.00 7,000,000.00
_______________ _______________ _____________________________ _______________ ______________

2015

- 4,500,000.00 4,500,000.00

- (500,000.00) (500,000.00)_______________ _______________ ______________

- 4,000,000.00 4,000,000.00
_______________ _______________ _____________________________ _______________ ______________

7. 

16,491,868.21

214,760.95

(949,546.60)______________

15,757,082.56______________

15,157,379.46

630,249.07

(949,546.60)______________

14,838,081.93______________

1,334,488.75
____________________________

919,000.63
____________________________
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( )

- 25 -

-

8. 

37,345,589.16

-______________

37,345,589.16______________

34,937,632.63

1,186,570.28______________

36,124,202.91______________

2,407,956.53
____________________________

1,221,386.25
____________________________

9. 

(1)

10,112,453.53 8,859,469.87 2,528,113.38 2,214,867.47

24,059,355.23 20,837,489.61 6,014,838.81 5,209,372.40

11,312,934.70 - 2,828,233.68 -

1,845,669.95 - 461,417.49 -

3,826,512.67 - 956,628.17 -___________ ___________ ___________ ___________

51,156,926.08 29,696,959.48 12,789,231.53 7,424,239.87___________ ___________ ___________ ______________________ ___________ ___________ ___________

- 3,889,156.86 - 972,289.22

- 9,534,162.30 - 2,383,540.58___________ ___________ ___________ ___________

- 13,423,319.16 - 3,355,829.80___________ ___________ ___________ ______________________ ___________ ___________ ___________

122



( )

- 26 -

-

9. -

(2)

12,789,231.53 7,424,239.87

- 3,355,829.80_____________ _____________

12,789,231.53 4,068,410.07
_____________ __________________________ _____________

10. 

(1) 1,724,342.18 2,079,765.01

31,573,399.35 18,095,155.43

1,434,777.90 1,434,777.90

(2) 10,585.33 20,356.40

1,814.37 4,485.95_____________ _____________

34,744,919.13 21,634,540.69_____________ _____________

158,892.61 96,787.69_____________ _____________

34,586,026.52 21,537,753.00
_____________ __________________________ _____________

(1)

123



( )

- 27 -

-

10. -

(2)

12,895,962.48______________

12,875,606.08

9,771.07______________

12,885,377.15______________

20,356.40
____________________________

10,585.33
____________________________

11. 

273.58 4,138.59
______________ ____________________________ ______________

12. 

90,000,000.00 450,000,000.00
______________ ____________________________ ______________

124



( )

- 28 -

-

13. 

6,738,266.40 12,457,629.77

2,065.82 1,934.60

947,352,077.15 1,232,556,880.36

4,172,075.78 4,069,323.32_______________ ______________

958,264,485.15 1,249,085,768.05
_______________ _____________________________ ______________

14. 

8,460,513.43 31,298,654.16 (30,099,841.82) 9,659,325.77

197,008.24 2,393,163.12 (2,427,370.73) 162,800.63

- 1,108,285.00 (1,108,285.00) -

647,669.40 706,111.00 (1,353,780.40) -

(1) 5,065,909.78 1,836,000.00 (988,577.51) 5,913,332.27___________ ____________ ____________ ____________

14,371,100.85 37,342,213.28 (35,977,855.46) 15,735,458.67
___________ ____________ ____________ _______________________ ____________ ____________ ____________

125



( )

- 29 -

-

14. -

(1)

/

8%(

10,000/ ) 2012 1 1 10

12%( 12,000/ )

5 20% 100%

(a)

3.00% 2.80%

7.00% 7.00%

1.75% 2.00%

2002 -2003

15%

65

(b)

1,612,000.00 1,415,000.04

135,000.00 148,000.00____________ ____________

1,747,000.00 1,563,000.04
____________ ________________________ ____________

126



( )

- 30 -

-

14. -

(1) -

(c)

5,913,332.27 5,065,909.78
____________ ________________________ ____________

5,913,332.27 5,065,909.78
____________ ________________________ ____________

5,913,332.27 5,065,909.78
____________ ________________________ ____________

(d)

5,065,909.78 5,096,323.35

- 1,612,000.00 1,415,000.04

- 135,000.00 148,000.00

- 89,000.00 239,375.15

(988,577.51) (836,788.76)

- (996,000.00)____________ ____________

5,913,332.27 5,065,909.78
____________ ________________________ ____________

2016 12 31 3

635,000.00

( )

127



( )

- 31 -

-

15. 

14,059,249.77 10,596,887.27

- 3,922,974.59

490,497.99 356,472.17

109,060.51 -____________ ____________

14,658,808.27 14,876,334.03
____________ ________________________ ____________

16. 

(1)

6,017,250.85 5,608,466.34

14,615,184.46 26,841,417.64

(18,580,240.27) (26,432,633.13)_____________ ____________

2,052,195.04 6,017,250.85
_____________ _________________________ ____________

(2)

- 2,032,222.44 5,778,387.46

- - 0.37

- 19,972.60 238,863.02_____________ ____________

2,052,195.04 6,017,250.85
_____________ _________________________ ____________
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( )

- 32 -

-

17. 

(1) 19,049,072.60 18,227,841.31

2,582,980.58 2,115,375.05

537,515.86 307,823.20

3,877,017.92 -____________ ______________

26,046,586.96 20,651,039.56
____________ __________________________ ______________

(1)

17,033,624.04 15,318,229.81

- 996,000.00

2,015,448.56 1,913,611.50____________ ______________

19,049,072.60 18,227,841.31
____________ __________________________ ______________

18. 

1,000,000,000.00

%

100 1,000,000,000.00
______________________________

(2002) 72 (2007) 11
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( )

- 33 -

-

19. 

66,377,858.45 57,482,438.73

5,548,721.42 8,895,419.72____________ ____________

71,926,579.87 66,377,858.45
____________ ________________________ ____________

20. 

3,000.00 182,531.36

(66,750.00) (179,531.36)

(89,000.00) (239,375.15)

22,250.00 59,843.79____________ ____________

(63,750.00) 3,000.00
____________ ________________________ ____________

21. 

19,810,000.00 12,060,000.00

(8,410,000.00) 7,750,000.00____________ ____________

11,400,000.00 19,810,000.00
____________ ________________________ ____________

130



( )

- 34 -

-

22. 

396,256,843.22 323,948,065.73

55,487,214.22 88,954,197.21

(1) (5,548,721.42) (8,895,419.72)

( )/ (2) 8,410,000.00 (7,750,000.00)_____________ ____________

454,605,336.02 396,256,843.22
_____________ _________________________ ____________

(1)

2007 10%

(2)

2012 3 30 ( [2012]20 )

2012 1.5%

23. 

 - 44,771.64 42,347.48

 - 4,592,559.01 4,307,690.40

 - 16,907,417.44 18,805,693.26

 - - 6,213.69

 - 44,149,149.99 49,032,292.96

 - 7,592,564.45 14,752,694.43_____________ ____________

73,286,462.53 86,946,932.22_____________ ____________

 - 6.31 12.27

 - 33,700.12 19,944.44

 - 1,213,929.93 3,629,310.72

 - 13,367,548.10 23,192,150.21_____________ ____________

14,615,184.46 26,841,417.64_____________ ____________

58,671,278.07 60,105,514.58
_____________ _________________________ ____________
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( )

- 35 -

-

24. 

 - 85,140,314.13 88,649,700.02

 - 6,811,776.71 32,281,387.32

 - 6,760.95 5,621.87

 - 47,721.54 306,243.39_____________ ____________

92,006,573.33 121,242,952.60_____________ ____________

 - 233,064.21 577,396.52

 - 434,801.22 6,037,763.97_____________ ____________

667,865.43 6,615,160.49_____________ ____________

91,338,707.90 114,627,792.11
_____________ _________________________ ____________

25. 

(3,722,686.99) (3,669,040.00)
_____________ _________________________ ____________

26. /( )

(20,847,097.00) 12,188,473.00
_____________ _________________________ ____________
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( )

- 36 -

-

27. 

2,327,515.64 9,265,050.48

382,011.06 1,214,894.55_____________ ____________

2,709,526.70 10,479,945.03
_____________ _________________________ ____________

28. 

37,253,213.28 35,193,247.98

1,186,570.28 809,295.61

7,576,974.96 8,175,818.30

5,225,303.03 4,211,810.75

2,029,484.14 3,360,366.71

630,249.07 1,047,037.63

1,154,515.24 1,480,000.00

577,930.50 562,033.50

93,933.14 113,066.40

9,771.07 18,911.18

10,245.22 28,341.73

6,137,848.12 7,553,144.33_____________ ____________

61,886,038.05 62,553,074.12
_____________ _________________________ ____________
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( )

- 37 -

-

29. 

3,000,000.00 (500,000.00)

(1,086,170.22) 740,501.79

62,104.92 93,596.21_____________ ____________

1,975,934.70 334,098.00
_____________ _________________________ ____________

2016 12 31 2.5%

30. 

246,468.36 76.93

45.00 -_____________ ____________

246,513.36 76.93
_____________ _________________________ ____________

31. 

27,414,646.06 25,260,780.05

(8,698,571.46) 4,675,663.81

- 26.00

- 26.00_____________ ____________

18,716,074.60 29,936,469.86
_____________ _________________________ ____________
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( )

- 38 -

-

32. -

74,203,288.82 118,890,667.07

25% 18,550,822.20 29,722,666.77

329,911.82 234,708.06

- 26.00

164,659.42 20,930.97_____________ ____________

18,716,074.60 29,936,469.86
_____________ _________________________ ____________

32. 

357,758,887.35 416,687,137.74

(160,382,979.67) (187,538,206.25)

103,550,283.62 317,529,479.66

- 454,552,000.00_______________ ______________

300,926,191.30 1,001,230,411.15
_______________ _____________________________ ______________

33. 

55,487,214.22 88,954,197.21

1,975,934.70 334,098.00

630,249.07 1,047,037.63

1,186,570.28 809,295.61

9,771.08 18,911.18

3,722,686.99 3,669,040.00

(44,149,149.99) (49,038,506.65)

/( ) 20,847,097.00 (12,188,473.00)

(8,698,571.46) 4,675,663.81

/( ) (95,315,850.58) 117,179,292.21

/( ) (647,449,575.85) 368,171,745.52_______________ _______________

(711,753,624.54) 523,632,301.52_______________ _______________

300,926,191.30 1,001,230,411.15

1,001,230,411.15 458,581,717.31_______________ _______________

/( ) (700,304,219.85) 542,648,693.84
_______________ ______________________________ _______________
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( )

- 39 -

-

34. 

( )

2016 12 31

( 12)

99,730,279.00 453,660,400.00
_____________ __________________________ _____________

90,000,000.00 450,000,000.00
_____________ __________________________ _____________

35. 
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( )

- 40 -

-

35. -

111,486,981.85 29,534,286.10 - 141,021,267.95

34,999,337.19 23,671,940.88 - 58,671,278.07

(5,449,088.65) 5,449,088.65 - -

85,100,994.35 6,237,713.55 - 91,338,707.90

(8,613,349.69) (375,368.33) - (8,988,718.02)______________ _____________ _____________ _______________

39,300,397.17 27,271,102.28 - 66,571,499.45______________ _____________ _____________ _______________

72,186,584.68 2,263,183.82 - 74,449,768.50______________ _____________ _____________ _______________

2,460,132,126.11 587,577,273.07 403,083,425.62 2,644,625,973.56
______________ _____________ _____________ _____________________________ _____________ _____________ _______________

880,285,658.77 529,555,574.52 303,083,425.62 1,106,757,807.67
______________ _____________ _____________ _____________________________ _____________ _____________ _______________

1,760,371.00 66,219.42 - 1,826,590.42

101,409.47 113,351.48 - 214,760.95

101,409.47 113,351.48 - 214,760.95

- - - -

145,495,398.54 46,762,462.61 - 192,257,861.15

39,652,660.48 20,452,854.10 - 60,105,514.58

1,722,193.65 (1,722,193.65) - -

87,991,572.51 26,636,219.60 - 114,627,792.11

17,851,165.55 (326,611.09) - 17,524,554.46______________ _____________ _____________ _______________

41,459,408.70 31,907,708.45 - 73,367,117.15______________ _____________ _____________ _______________

104,035,989.84 14,854,754.16 - 118,890,744.00______________ _____________ _____________ _______________

2,930,278,036.58 416,304,735.11 109,129,438.09 3,237,453,333.60
______________ _____________ _____________ _____________________________ _____________ _____________ _______________

1,403,657,068.82 360,478,001.20 9,129,438.09 1,755,005,631.93
______________ _____________ _____________ _____________________________ _____________ _____________ _______________

1,533,555.25 341,689.17 - 1,875,244.42

1,748,601.70 48,789.00 - 1,797,390.70

290,601.70 48,789.00 - 339,390.70

1,458,000.00 - - 1,458,000.00
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( )

- 41 -

-

35. -

(1)

- 58,033 93,130

82,988 99,128_____________ _____________

141,021 192,258
_____________ __________________________ _____________

(2)

55,341 103,180

85,680 89,078_____________ _____________

141,021 192,258
_____________ __________________________ _____________

(3)

(4)
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( )

- 42 -

1. 

3,234,400.00 3,234,400.00
____________ ________________________ ____________

2. 

1 4,370 6,114

2 74 4,370

3 - 74____________ ____________

4,444 10,558
____________ ________________________ ____________
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( )

- 43 -

(1)

340,000,000.00 100%

2016

Morgan Stanley Morgan Stanley

www.morganstanley.com/investorrelations

(2)

29,455,000

( ) 610

( ) 10

( ) Simon John Holden 70

( ) Hahne Eric Joern 3,410

( ) Simon John Holden 100

( ) Shane Xin Zhang 10

( ) 10

( ) 1

22,750

102,000

( ) 1,000,000

1,711,958
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( )

- 44 -

-

(3)

(%) (%)

- - 6,213.69 0.01

 ( ) 121,658.04 0.17 76,945.56 0.09_____________ _____ _____________ _____

121,658.04 0.17 83,159.25 0.10
_____________ _____ _____________ __________________ _____ _____________ _____

(%) (%)

( ) 1,700,292.90 11.63 2,779,235.15 10.35

 ( ) 276,696.72 1.89 637,179.58 2.38

( ) 104,719.17 0.72 189,111.71 0.70

( ) 2,184,388.55 14.95 1,412,906.54 5.26

( )

736,058.59 5.04 1,129,830.04 4.21

 ( ) 15,787.40 0.11 - -

1.83 0.00 2.54 0.00_____________ _____ _____________ _____

5,017,945.16 34.34 6,148,265.56 22.90
_____________ _____ _____________ __________________ _____ _____________ _____

(%) (%)

85,140,314.13 92.54 88,649,700.02 73.12
_____________ _____ _____________ __________________ _____ _____________ _____
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( )

- 45 -

-

(3) -

(%) (%)

 ( ) 1,154,515.24 1.87 1,480,000.00 2.37
_____________ _____ _____________ __________________ _____ _____________ _____

(4)

(%) (%)

275.07 - 259.46 -
_____________ _____ _____________ __________________ _____ _____________ _____

(%) (%)

273.58 100.00 671.78 16.23
_____________ _____ _____________ __________________ _____ _____________ _____
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( )

- 46 -

-

(4) -

(%) (%)

( ) 100,193,463.67 10.46 120,697,861.63 9.66

( ) 21,886,694.06 2.28 80,259,142.52 6.43

( ) - - 9,266,124.83 0.74

 ( ) 193,251,013.86 20.17 241,072,599.46 19.30

( )

47,020,908.25 4.91 46,266,241.19 3.70

273.58 - 33.62 -_____________ _____ _____________ _____

362,352,353.42 37.82 497,562,003.25 39.83
_____________ _____ _____________ __________________ _____ _____________ _____

(%) (%)

( ) 291,416.57 14.20 420,880.02 6.99

( )

27,218.53 1.33 67,355.06 1.12

( ) - - 10,900.57 0.18

 ( ) 92,116.32 4.49 340,307.80 5.66

175,378.03 8.55 193,986.50 3.22

- - 0.07 -_____________ _____ _____________ _____

586,129.45 28.57 1,033,430.02 17.17
_____________ _____ _____________ __________________ _____ _____________ _____

(%) (%)

31,573,399.35 91.29 18,095,155.43 84.02
_____________ _____ _____________ __________________ _____ _____________ _____
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( )

- 47 -

-

(4) -

(%) (%)

( ) 299,795.74 1.15 1,296,000.00 6.28
_____________ _____ _____________ __________________ _____ _____________ _____

(5)

(%) (%)

9,220,138.00 24.75 4,625,911.52 13.14_____________ _____ _____________ __________________ _____ _____________ _____

1.

(1)
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( )

- 48 -

-

2.

(1)

( )

(2)

273,000,000.00 196,000,000.00

403,063,506.28 1,070,521,904.22

103,063,506.28 315,969,904.22

300,000,000.00 754,552,000.00

1,522,664,096.00 1,495,917,943.00

38,623,839.00 28,977,740.29

32,851,099.01 19,437,632.25_______________ ______________

2,270,202,540.29 2,810,855,219.76_______________ ______________

3,234,400.00 3,234,400.00_______________ ______________

2,273,436,940.29 2,814,089,619.76
_______________ _____________________________ ______________

145



( )

- 49 -

-

2. -

(3)

(i) 2016 12 31

(2015 )

(ii) 

- 273,000,000.00 273,000,000.00
______________ ____________________________ ______________

403,063,506.28 403,063,506.28
______________ ____________________________ ______________

- 196,000,000.00 196,000,000.00
______________ ____________________________ ______________

1,070,521,904.22 1,070,521,904.22
______________ ____________________________ ______________

(4)

1,522,664,096.00 1,495,917,943.00
______________ ____________________________ ______________

(5)

6(2)
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( )

- 50 -

-

3.

/

(1) 

/

(i) 

(ii) /

(iii) 

/

(iv) 
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( )

- 51 -

-

3. -

(2) 

/ 1 1-3 3-12 1

197,516 - - - - 160,383 357,899

103,063 - - - - - 103,063

- - 3,549 303,433 - - 306,982

- 1,557,850 - - - - 1,557,850

- 98,603 1,897 118,803 65,109 - 284,412

- 31,416 - - - 1,435 32,851__________ _________ __________ __________ __________ __________ ___________

300,579 1,687,869 5,446 422,236 65,109 161,818 2,643,057__________ _________ __________ __________ __________ __________ ___________

- - - - - - -

- 90,047 - - - - 90,047

6,746 586,741 43,901 325,745 - - 963,133

- 18,783 835 - - 2,014 21,632__________ _________ __________ __________ __________ __________ ___________

6,746 695,571 44,736 325,745 - 2,014 1,074,812__________ _________ __________ __________ __________ __________ ___________

293,833 992,298 (39,290) 96,491 65,109 159,804 1,568,245
__________ _________ __________ __________ __________ __________ _____________________ _________ __________ __________ __________ __________ ___________

/ 1 1-3 3-12 1

229,290 - - - - 187,538 416,828

317,529 - - - - - 317,529

- 454,577 3,685 10,531 306,983 - 775,776

- 1,521,256 - - - - 1,521,256

- 1,112 101,112 102,199 - - 204,423

- 18,099 - - - 1,435 19,534__________ _________ __________ __________ __________ __________ ___________

546,819 1,995,044 104,797 112,730 306,983 188,973 3,255,346__________ _________ __________ __________ __________ __________ ___________

4 - - - - - 4

- 450,341 - - - - 450,341

12,462 696,076 478,601 70,341 - - 1,257,480

- 17,710 720 - - 1,913 20,343__________ _________ __________ __________ __________ __________ ___________

12,466 1,164,127 479,321 70,341 - 1,913 1,728,168__________ _________ __________ __________ __________ __________ ___________

534,353 830,917 (374,524) 42,389 306,983 187,060 1,527,178
__________ _________ __________ __________ __________ __________ _____________________ _________ __________ __________ __________ __________ ___________
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( )

- 52 -

-

4.

( )

(1)

357,663 7 89 - 357,759

6,360 70,536 26,142 25 103,063
300,000 - - - 300,000

1,522,664 - - - 1,522,664
38,624 - - - 38,624

273,000 - - - 273,000
1,435 31,414 2 - 32,851__________ _________ ________ _______ ___________

2,499,746 101,957 26,233 25 2,627,961__________ _________ ________ _______ ___________

- - - - -
90,000 - - - 90,000

958,227 - 37 - 958,264

2,052 - - - 2,052
2,176 17,656 1,800 - 21,632__________ _________ ________ _______ ___________

1,052,455 17,656 1,837 - 1,071,948__________ _________ ________ _______ ___________

1,447,291 84,301 24,396 25 1,556,013__________ _________ ________ _______ _____________________ _________ ________ _______ ___________
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( )

- 53 -

-

4. -

(1) -

413,662 2,941 84 - 416,687

5,616 285,818 24,505 31 315,970
300,000 454,552 - - 754,552

1,495,918 - - - 1,495,918
28,966 12 - - 28,978

196,000 - - - 196,000

1,435 17,998 4 - 19,437__________ _________ ________ _______ ___________

2,441,597 761,321 24,593 31 3,227,542__________ _________ ________ _______ ___________

4 - - - 4

450,000 - - - 450,000
1,190,405 58,638 43 - 1,249,086

5,975 42 - - 6,017

18,166 464 1,713 - 20,343__________ _________ ________ _______ ___________

1,664,550 59,144 1,756 - 1,725,450__________ _________ ________ _______ ___________

777,047 702,177 22,837 31 1,502,092__________ _________ ________ _______ _____________________ _________ ________ _______ ___________

5% 5%

/( ) /( )

5% (4,077) (27,189)

5% 4,077 27,189

150



( )

- 54 -

-

4. -

(2)

1 1 3 3 12 1 5 5

357,663 - - - - 96 357,759

103,063 - - - - - 103,063

- 300,000 - - - - 300,000

350,020 - 409,212 763,432 - 1,522,664

- - - - - 38,624 38,624

- 97,500 175,500 - - - 273,000

- - - - - 32,851 32,851_________ __________ _________ _________ _________ _________ _________

810,746 397,500 584,712 763,432 - 71,571 2,627,961_________ __________ _________ _________ _________ _________ _________

- - - - - - -

90,000 - - - - - 90,000

591,749 43,754 322,761 - - - 958,264

- - - - - 2,052 2,052

- - - - - 21,632 21,632_________ __________ _________ _________ _________ _________ _________

681,749 43,754 322,761 - - 23,684 1,071,948_________ __________ _________ _________ _________ _________ _________

128,997 353,746 261,951 763,432 - 47,887 1,556,013
_________ __________ _________ _________ _________ _________ __________________ __________ _________ _________ _________ _________ _________

1 1 3 3 12 1 5 5

413,662 - - - - 3,025 416,687

315,970 - - - - - 315,970

454,552 300,000 - - - - 754,552

- - 730,537 765,381 - - 1,495,918

- - - - - 28,978 28,978

98,000 98,000 - - - 196,000

- - - - - 19,437 19,437_________ __________ _________ _________ _________ _________ _________

1,282,184 398,000 730,537 765,381 - 51,440 3,227,542_________ __________ _________ _________ _________ _________ _________

4 - - - - - 4

450,000 - - - - - 450,000

706,098 474,112 68,876 - - - 1,249,086

- - - - - 6,017 6,017

- - - - - 20,343 20,343_________ __________ _________ _________ _________ _________ _________

1,156,102 474,112 68,876 - - 26,360 1,725,450_________ __________ _________ _________ _________ _________ _________

126,082 (76,112) 661,661 765,381 - 25,080 1,502,092_________ __________ _________ _________ _________ _________ __________________ __________ _________ _________ _________ _________ _________
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( )

- 55 -

-

4. -

(2) -

(i)

50

( )/ /( )

50 177 214

50 (177) (214)

(ii)

50

( )/ /( )

50 (7,284) (10,816)

50 7,284 10,816
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( )

- 56 -

-

5.

 

 

( ) 2013 1 1

5% 6% 8%

2.5%

0-2.5%

1%

2013 1 1 ( )

1,267,150 1,942,997

676,224 706,155

271,634 944,848

319,292 291,994

1,543,647 1,484,040

1,536,647 1,480,040

- -

7,000 4,000

121% 76%

121% 76%

122% 76%
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( )

- 57 -

( )

 

 ( )

 

( )

1. 

1 2 3

- 1,522,664 - 1,522,664
______________ ______________ ______________ ____________________________ ______________ ______________ ______________

1 2 3

- 1,495,918 - 1,495,918
______________ ______________ ______________ ____________________________ ______________ ______________ ______________

1 2

20,847,097.00 ( 12,188,473.00 )
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( )

- 58 -

-

1. -

2. 

1

1

2017 4 10

* *   * * * *
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MORGAN STANLEY BANK INTERNATIONAL

(CHINA) LIMITED

Financial Statements and

For the year ended 31 December 2016

The financial statements and ve been issued in Chinese. The English translation is prepared for your

reference only. If there is any conflict of meaning between the Chinese and English versions, the Chinese version prevails.

.
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AUDITOR'S REPORT

De Shi Bao (Shen) Zi (17) No.P[01858]

[Translation]

TO THE BOARD OF DIRECTORS OF

MORGAN STANLEY BANK INTERNATIONAL (CHINA) LIMITED:

We have audited the accompanying financial statements of Morgan Stanley Bank International (China)

Limited (the "Bank"), which comprise the balance sheet as at 31 December 2016, and the income

statement, the statement of changes in owner's equity and the cash flow statement for the year then

ended, and the notes to the financial statements.

1. Management's responsibility for the financial statements

Management of the Bank is responsible for the preparation and fair presentation of financial

statements. This responsibility includes: (1) preparing the financial statements in accordance with

Accounting Standards for Business Enterprises to achieve fair presentation of the financial

statements; (2) designing, implementing and maintaining internal control that is necessary to enable

the financial statements that are free from material misstatement, whether due to fraud or error.

2. Auditors' responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We

conducted our audit in accordance with China Standards on Auditing. Those standards require that

we comply with the Code of Ethics for Chinese Certified Public Accountants, and plan and perform

the audit to obtain reasonable assurance about whether the financial statements are free from

material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements. The pr

including the assessment of the risks of material misstatement of the financial statements, whether

due to fraud or error. In making those risk assessments, we consider the internal control relevant to

the preparation and fair presentation of the financial statements 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 internal control. An audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of accounting estimates made by management, as

well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis

for our audit opinion.
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- 2 -

AUDITOR'S REPORT - continued

De Shi Bao (Shen) Zi (17) No.P[01858]

[Translation]

3. Opinion

In our opinion, the financial statements of the Bank present fairly, in all material respects, the

financial position of the Bank as of 31 December 2016, and the results of its operations and cash

flows for the year then ended in accordance with Accounting Standards for Business Enterprises.

Deloitte Touche Tohmatsu CPA LLP. China Certified Public Accountant

Shanghai, China

Ma, Henry Qing Hui

Qian, Benson Cong Ying

2017.4.10
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MORGAN STANLEY BANK INTERNATIONAL (CHINA) LIMITED

- 3 -

BALANCE SHEET

AT 31 DECEMBER 2016

Note VII 31/12/2016 31/12/2015

RMB RMB

ASSETS

Balances with the Central Bank 1 357,758,887.35 416,687,137.74

Due from banks 2 103,063,506.28 315,969,904.22

Placements with banks and

other financial institutions 3 300,000,000.00 754,552,000.00

Financial assets at fair value

through profit or loss 4 1,522,664,096.00 1,495,917,943.00

Interest receivable 5 38,623,839.00 28,977,740.29

Loans and advances to customers 6 273,000,000.00 196,000,000.00

Fixed assets 7 919,000.63 1,334,488.75

Intangible assets 8 1,221,386.25 2,407,956.53

Deferred tax assets 9 12,789,231.53 4,068,410.07

Other assets 10 34,586,026.52 21,537,753.00______________ ______________

TOTAL ASSETS 2,644,625,973.56 3,237,453,333.60______________ ____________________________ ______________

(Continued)
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MORGAN STANLEY BANK INTERNATIONAL (CHINA) LIMITED

- 4 -

BALANCE SHEET - CONTINUED

AT 31 DECEMBER 2016

Note VII 31/12/2016 31/12/2015

RMB RMB

LIABILITIES

Due to banks and other financial institutions 11 273.58 4,138.59

Asset sold with repurchase agreements 12 90,000,000.00 450,000,000.00

Customer deposits 13 958,264,485.15 1,249,085,768.05

Employee benefit payable 14 15,735,458.67 14,371,100.85

Current tax payable 15 14,658,808.27 14,876,334.03

Interest payable 16 2,052,195.04 6,017,250.85

Other liabilities 17 26,046,586.96 20,651,039.56______________ ______________

TOTAL LIABILITIES 1,106,757,807.67 1,755,005,631.93______________ ______________

OWNER'S EQUITY

Paid-in capital 18 1,000,000,000.00 1,000,000,000.00

Surplus reserves 19 71,926,579.87 66,377,858.45

Other comprehensive income 20 (63,750.00) 3,000.00

General reserves 21 11,400,000.00 19,810,000.00

Retained earnings 22 454,605,336.02 396,256,843.22______________ ______________

TOTAL OWNER'S EQUITY 1,537,868,165.89 1,482,447,701.67______________ ______________

TOTAL LIABILITIES AND OWNER'S EQUITY 2,644,625,973.56 3,237,453,333.60______________ ____________________________ ______________

The accompanying notes are part of the financial statements.

The financial statements on pages 3 to 59 were signed by the following:

Head of the Bank Head of Finance Department  
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MORGAN STANLEY BANK INTERNATIONAL (CHINA) LIMITED

- 5 -

INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2016

Note VII 2016 2015

RMB RMB

Operating income 141,021,267.95 192,257,861.15______________ ______________

Net interest income 23 58,671,278.07 60,105,514.58______________ ______________

Interest income 23 73,286,462.53 86,946,932.22

Interest expenses 23 14,615,184.46 26,841,417.64

Net fee and commission income 24 91,338,707.90 114,627,792.11______________ ______________

Fee and commission income 24 92,006,573.33 121,242,952.60

Fee and commission expenses 24 667,865.43 6,615,160.49

Investment (losses)/ income 25 (3,722,686.99) (3,669,040.00)

Gain/(loss) from changes in fair value 26 (20,847,097.00) 12,188,473.00

Exchange gain 15,581,065.97 9,005,121.46______________ ______________

Operating expenses 66,571,499.45 73,367,117.15______________ ______________

Tax and surcharges 27 2,709,526.70 10,479,945.03

Operating expenses 28 61,886,038.05 62,553,074.12

Impairment loss 29 1,975,934.70 334,098.00______________ ______________

Operating profit 74,449,768.50 118,890,744.00______________ ______________

Add: Non-operating income 33.68 -

Less: Non-operating expenses 30 246,513.36 76.93______________ ______________

PROFIT BEFORE TAX 74,203,288.82 118,890,667.07______________ ______________

Less: Income tax expenses 31 18,716,074.60 29,936,469.86______________ ______________

NET PROFIT 55,487,214.22 88,954,197.21______________ ______________

OTHER COMPREHENSIVE INCOME,

NET OF INCOME TAX 20 (66,750.00) (179,531.36)______________ ______________

Included: Items that will not be reclassified subsequently to profit or loss

- Remeasurement of defined benefit obligation (66,750.00) (179,531.36)

TOTAL COMPREHENSIVE INCOME 55,420,464.22 88,774,665.85______________ ____________________________ ______________

The accompanying notes are part of the financial statements.
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MORGAN STANLEY BANK INTERNATIONAL (CHINA) LIMITED

- 6 -

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2016

Note VII 2016 2015

RMB RMB

Cash flow from operating activities

Net decrease in balances with the Central Bank and due from banks 27,155,226.58 -

Net increase in customer deposits,

due to banks and other financial institutions - 197,247,453.42

Net decrease in loans and advances to customers - 100,000,000.00

Net increase in asset sold with repurchase agreements - 156,000,000.00

Interest, fee and commission received 87,283,859.67 186,411,599.20

Other cash received relating to operating activities 6,640,923.89 758,957.35______________ ______________

Subtotal of cash inflows from operating activities 121,080,010.14 640,418,009.97  !!!!!!!!!!!!!! !!!!!!!!!!!!!! 

Net increase in balances with the Central Bank and due from banks - 4,383,800.15

Net increase in loans and advances to customers 80,000,000.00 -

Net decrease in customer deposits,

due to banks and other financial institutions 290,825,147.91 -

Net increase in placements with other financial institutions 360,000,000.00 -

Interest, fee and commission paid 19,248,105.70 33,047,793.62

Cash paid to and for employees 35,977,855.46 34,778,469.54

Tax payments 30,485,969.56 23,371,753.28

Other cash paid relating to operating activities 16,296,556.05 21,203,891.86______________ ______________

Subtotal of cash outflows from operating activities 832,833,634.68 116,785,708.45______________ ______________

Net cash flow from operating activities 33 (711,753,624.54) 523,632,301.52______________ ______________

Cash flow from investing activities

Cash received from disposal of investments 7,919,721,970.00 15,942,686,970.00

Investment income received 50,274,898.16 22,770,254.99______________ ______________

Subtotal of cash inflows from investing activities 7,969,996,868.16 15,965,457,224.99______________ ______________

Cash paid to purchase fixed assets,

intangible assets and other long-term assets 214,760.95 1,797,390.70

Cash paid to purchase investments 7,967,315,220.00 15,949,622,730.00______________ ______________

Subtotal of cash outflows from investing activities 7,967,529,980.95 15,951,420,120.70______________ ______________

Net cash flow from investing activities 2,466,887.21 14,037,104.29______________ ______________

Effect of exchange rate changes on cash and cash equivalents 8,982,517.48 4,979,288.03______________ ______________

Net increase/ (decrease) in cash and cash equivalents (700,304,219.85) 542,648,693.84______________ ______________

Add: Cash and cash equivalents at the beginning of the year 33 1,001,230,411.15 458,581,717.31______________ ______________

Cash and cash equivalents at the end of the year 33 300,926,191.30 1,001,230,411.15______________ ____________________________ ______________

The accompanying notes are part of the financial statements.
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STATEMENT OF CHANGES IN OWNER S EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2016

2016
Other comprehensive

Paid-in capital Surplus reserves General reserves income Retained earnings

RMB RMB RMB RMB RMB RMB

(Note VII, 18) (Note VII, 19) (Note VII, 21) (Note VII, 20) (Note VII, 22)

"# $%&%'() %* %+ ,- .)()/0)1 23-4 

%'5 - 6%'7%18 23-9 1,000,000,000.00 66,377,858.45 19,810,000.00 3,000.00 396,256,843.22 1,482,447,701.67

""# :711)'+ 8)%1 /;<)/)'+ - 5,548,721.42 (8,410,000.00) (66,750.00) 58,348,492.80 55,420,464.22

(I) Total comprehensive income - - - (66,750.00) 55,487,214.22 55,420,464.22

(II) Distribution of profit - 5,548,721.42 (8,410,000.00) - 2,861,278.58 -

1. Appropriation to surplus reserves - 5,548,721.42 - - (5,548,721.42) -

2. Appropriation to general reserves - - (8,410,000.00) - 8,410,000.00 -_________ _________ __________ __________ __________ __________

"""# $%&%'() %* %+ ,- .)()/0)1 23-9 1,000,000,000.00 71,926,579.87 11,400,000.00 (63,750.00) 454,605,336.02 1,537,868,165.89_________ _________ __________ __________ __________ ___________________ _________ __________ __________ __________ __________

2015
Other comprehensive

Paid-in capital Surplus reserves General reserves income Retained earnings

RMB RMB RMB RMB RMB RMB

(Note VII, 18) (Note VII, 19) (Note VII, 21) (Note VII, 20) (Note VII, 22)

"# $%&%'() %* %+ ,- .)()/0)1 23-= 

%'5 - 6%'7%18 23-4 1,000,000,000.00 57,482,438.73 12,060,000.00 182,531.36 323,948,065.73 1,393,673,035.82

""# :711)'+ 8)%1 /;<)/)'+ - 8,895,419.72 7,750,000.00 (179,531.36) 72,308,777.49 88,774,665.85

(I) Total comprehensive income - - - (179,531.36) 88,954,197.21 88,774,665.85

(II) Distribution of profit - 8,895,419.72 7,750,000.00 - (16,645,419.72) -

1. Appropriation to surplus reserves - 8,895,419.72 - - (8,895,419.72) -

2. Appropriation to general reserves - - 7,750,000.00 - (7,750,000.00) -_________ _________ __________ __________ __________ __________

"""# $%&%'() %* %+ ,- .)()/0)1 23-4 1,000,000,000.00 66,377,858.45 19,810,000.00 3,000.00 396,256,843.22 1,482,447,701.67_________ _________ __________ __________ __________ ___________________ _________ __________ __________ __________ __________

The accompanying notes are part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

I. GENERAL

Bank Ltd., Zhuhai, was established by Nan Tung Investment (Macao) Limited which is wholly-

owned by Bank of China Macau Branch. The Bank was approved by the Peop

to establish on 19 October 1984 and obtain its business license on 14 December 1984 .

With the approval on 8 September

MSBIL % equity interest of

the Bank from Nan Tung Investment (Macao) Limited. The Bank renewed the obtained business

license after the change of shareholder. As of 31 December 2016, the Bank's registered capital is

RMB 1 billion, including RMB 820,284,000.00 for RMB business and Hong Kong Dollars

equivalent of RMB 179,716,000.00 for foreign currency business.

company is Morgan Stanley Bank International Limited, and the ultimate parent company of the

Bank is Morgan Stanley. Details of capital contribution by the investor are described in Note VII,

18.

The Bank was approved by CBRC on 10 June 2009 to establish a branch in Beijing and obtained

a branch business license on 24 June 2009.

The registered address of the Bank is Room 2801-2807 and Room 2816, 28/F, Yuecai Building

is formed as a limited liability company.

The Bank is permitted to provide the following services to various customers for foreign currency

business and to customers except for China citizens in the territory of China for RMB business:

accepting public deposits; providing short-term, medium and long-term loans; undertaking

acceptance and discounting of negotiable instruments; purchasing and selling government bonds,

financial bonds, and other foreign currency securities except for shares; providing letters of credit

(L/C) service and guarantee; conducting domestic and international settlements; buying and selling

foreign currency for its own accounts or as agents; inter-bank borrowing and lending; providing

bank card service; providing safety box service; providing credit investigation and consultancy

service; and other businesses approved by CBRC.

II. BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The Bank has adopted the Accounting Standards for Business Enterprises issued by the

Ministry of Finance .

III. STATEMENT OF COMPLIANCE WITH THE ACCOUNTING STANDARDS FOR BUSINESS

ENTERPRISES

The financial statements of the Bank have been prepared in accordance with CASs, and present

truly and completely, the Bank's financial position as of 31 December 2016, and results of

operations and cash flows for the year then ended.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

The following significant accounting policies and accounting estimates are determined in

accordance with the CASs.

1. Accounting year

The Bank has adopted the calendar year as its accounting year, i.e. from 1 January to 31 December.

2. Functional currency

The Bank's functional currency is RMB, the currency of the primary economic environment in

which the Bank operates. The reporting currency of the financial statements is RMB.

3. Basis of accounting and principle of measurement

The Bank has adopted the accrual basis of accounting. Except for certain financial instruments

which are measured at fair value, the Bank has adopted the historical cost model as the principle of

measurement of the financial statements. Where assets are impaired, provisions for asset

impairment are accrued in accordance with relevant requirements.

Under historical cost model, the assets are initially recognized at the amount of cash and cash

equivalents paid or fair value of other consideration given to acquire an asset. The liabilities are

measured at the amount of asset or cash received bearing the present obligation or contractual

amount of present obligation or amount of cash or cash equivalents expected to pay to settle the

liability in daily activities.

Fair value is defined as the price that would be received to sell an asset or transfer a liability in an

orderly transaction between market participants at the measurement date. The fair value measured

or disclosed in the financial statements are determined on aforementioned basis, regardless of

whether it is directly observable or estimated using valuation technique.

The fair value measurement is categorized into 3 levels based on the degree to which the inputs to

the fair value measurements are observable and the significance of the inputs to the fair value

measurement in its entirety, which are described as follows:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities

that the Bank has the ability to access at the measurement date.

- Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable

for the asset or liability, either directly or indirectly.

- Level 3 inputs are unobservable inputs for the asset or liability.

4. Cash and cash equivalents

Cash comprises cash on hand and the deposits which can be paid on demand. Cash equivalents are

short-term, highly liquid investments that are readily convertible to known amounts of cash and

which are subject to an insignificant risk of change in value. 
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES - continued

5. Financial instruments

The Bank recognizes a financial asset or a financial liability when the Bank becomes a party to the

contract of the financial instrument. Financial assets and financial liabilities are initially recognized

at fair value. For financial assets and financial liabilities classified as fair value through profit or

loss ( FVTPL ), related transaction costs are charged to the profit or loss for the current period; for

financial assets and financial liabilities classified as other categories, related transaction costs are

included in the initial recognition amounts.

5.1 The effective interest method

The effective interest method is a method of calculating the amortized cost of a financial asset or a

financial liability (or group of financial assets or financial liabilities) and interest income or interest

expense over the relevant period, using the effective interest rate. The effective interest rate is the

rate that exactly discounts estimated future cash payments or receipts through the expected life of

the financial instrument or, when appropriate, a shorter period to the net carrying amount of the

financial asset or financial liability.

When calculating the effective interest rate, the Bank estimates the future cash flows considering

all contractual terms of financial assets and financial liabilities (without considering future credit

losses). The calculation includes all fees paid or received between the parties to the contract that

are an integral part of the effective interest rate i.e. transaction costs, and all other premiums or

discounts etc.

5.2 Classification, recognition and measurement of financial assets

On initial recognition, financial assets are classified into the following categories: FVTPL, held-

to-maturity investments, loans and receivables and available-for-sale ( AFS ) financial assets.

For a financial asset traded in regular way, the Bank recognizes and derecognizes the financial asset

using trade date accounting.

The Bank classified as financial assets at FVTPL, and loans and receivables.

Financial assets at FVTPL

Financial assets are classified as at FVTPL where the financial asset is either held for trading or it

is designated as at FVTPL. The Bank's financial assets at FVTPL is held for trading.

A financial asset is classified as held for trading if: (1) it has been acquired principally for the

purpose of selling in the near future; or (2) it is part of a portfolio of identified financial instruments

that are managed together and for which there is evidence of a recent actual pattern of short-term

profit-taking; or (3) it is a derivative, except for a derivative that is a designated and effective

hedging instrument, or a financial guarantee contract, or a derivative that is linked to and must be

settled by delivery of an unquoted equity instrument (without a quoted price from an active market)

whose fair value cannot be reliably measured.

Financial assets at FVTPL are subsequently measured at fair value, with gains or losses arising from

changes in fair value as well as dividends and interest income related to such financial assets

recognized in profit or loss for the current period.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES - continued

5. Financial instruments - continued

5.2 Classification, recognition and measurement of financial assets - continued

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 of the Bank include balances with PBOC,

due from banks, placements with banks and other financial institutions, loans and advances to

customers, interest receivable and security deposits etc.

Loans and receivables are subsequently measured at amortised cost using the effective interest

method. Gains or losses arising from derecognition, impairment or amortization are recognised in

profit or loss for the current period.

5.3 Impairment of financial assets

The Bank assesses the carrying amount of financial assets, other than those at FVTPL, at each

balance sheet date. If there is objective evidence that financial assets are impaired the Bank

determines the amount of any impairment loss. Objective evidence that a financial asset is impaired

refers to one or more events that occurred after the initial recognition of the asset and that event has

an impact on the estimated future cash flows of the financial asset which can be reliably estimated.

Objective evidences that financial assets are impaired include evidences arising from the following

events:

(1) Significant financial difficulty of the issuer or debtor;

(2) A breach of contract by the borrower, such as a default or delinquency in interest or principal

payments;

culty, granting

a concession to the borrower;

(4) It has become probable that the borrower will enter into bankruptcy or other financial

reorganization;

(5) The financial assets discontinue trading in an active market because of financial difficulties of

the issuer;

(6) Upon an overall assessment of a group of financial assets, observable data indicates that there

is a measurable decrease in the estimated future cash flows from group of financial assets since

the initial recognition of those assets, although the decrease cannot yet be identified with the

individual financial asset in the group of financial assets. Such observable data includes:

- adverse changes in the payment status of borrowers in the Bank;

- adverse changes in industry or country conditions of the borrowers that might affect the

repayment of the Bank of financial assets;

(7) Other objective evidence indicating there is an impairment of a financial asset.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES - continued

5. Financial instruments - continued

5.3 Impairment of financial assets - continued

Impairment of financial assets carried at amortised cost

If financial assets carried at amortised cost are impaired, the carrying amount of the financial assets

shall be reduced to the present value of estimated future cash flows discounted at the financial assets

original effective interest rate (excluding future credit losses that have not been incurred). The

amount of reduction shall be recognised as an impairment loss in profit or loss. If, after the

recognition of impairment losses, the carrying amount of financial assets increases and the increase

can be related objectively to an event occurring after the impairment was recognised, the previously

recognised impairment losses are reversed through profit or loss to the extent that the carrying

amount of the financial assets at the date the impairment is reversed does not exceed what the

amortised cost would have been had the impairment not been recognised.

For a financial asset that is individually significant, the Bank conducts the impairment testing

individually. For a financial asset that is not individually significant, the Bank assesses the asset

individually for impairment or includes the asset in a group of financial assets with similar credit

risk characteristics and collectively assesses them for impairment. For a financial asset that does

not need impairment after individual assessment (include financial assets individually material and

immaterial), the Bank reassesses the asset collectively with a group of financial assets with similar

credit risk characteristics for impairment. The financial asset that has impaired in individual

assessment does not need to be included in collectively assessment for impairment with a group of

financial assets with similar credit risk characteristics.

5.4 Transfers of financial assets

The Bank derecognises a financial asset only when: 1) the contractual rights to receive the cash

flows from the financial asset expire; or 2) it transfers the financial asset and substantially all the

risks and rewards of ownership of the asset to the transferee; or 3) it transfers the financial asset,

neither transfers nor retains substantially all the risks and rewards of ownership but has not retained

control of the financial asset.

Where the Bank does not either transfer or retain substantially all of the risks and rewards related

to the ownership of a financial asset, and if the Bank does not relinquish control over the financial

asset, it shall, to the extent of its continuous involvement in the financial asset, recognise it as a

related financial asset and recognise the relevant liability accordingly. The term "continuous

involvement in the transferred financial asset" shall refer to the risk level that the Bank faces as a

result of any change in the value of the financial asset.

If the transfer of an entire financial asset satisfies the conditions relating to derecognition, the

difference between the amounts described in the following two items shall be recorded in the profit

or loss for the current period: 1) the carrying amount of the transferred financial asset; and 2) the

sum of the total consideration received from the transfer and the cumulative amount of the change

in the fair value originally recorded in the owner's equity.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES - continued

5. Financial instruments - continued

5.4 Transfers of financial assets - continued

If the transfer of part of a financial asset satisfies the conditions for derecognition, the Bank shall

allocate the carrying amount of the financial asset between the part it continues to recognise under

continuing involvement, and the part it no longer recognise on the basis of the relative fair values

of those parts (under such circumstances, the service asset retained shall be deemed to be a portion

of the financial asset which continues to be recognised). And the difference between the amounts

described in the following two items shall be recorded in the profit or loss for the current period: 1)

the carrying amount of the derecognised portion; and 2) the sum of the total consideration paid for

the derecognised portion and the portion of the cumulative amount of changes in the fair value

originally recorded in the owner's equity which corresponds to the derecognised portion (in the

event that the financial asset involved in the transfer is a financial asset available for sale).

A financial asset which sold with an agreement to repurchase in the near future, the Bank continues

to recognise it in the balance sheet. Proceeds from sales of such assets including the interest are

recognised as financial assets sold under repurchase agreement in the balance sheet. The difference

between selling price and repurchase price at the duration of the agreement is recognised by the

effective interest method as interest expense.

5.5 Classification, recognition and measurement of financial liabilities

The Bank recognises the issued financial instruments as financial liabilities or equity instruments

according to the economic substance of the contractual provisions of the financial instrument rather

than the legal form and the definition of financial liabilities or equity instruments.

On initial recognition, financial liabilities are classified as either financial liabilities at FVTPL or

The Bank's financial liabilities are other financial liabilities.

Other financial liabilities

Derivative financial liabilities linked to and which must be settled by delivery of an unquoted equity

instrument (without a quoted price in an active market) whose fair value cannot be measured

reliably are subsequently measured at cost. Other financial liabilities are subsequently measured at

amortised cost using the effective interest method; gains or losses arising from derecognition or

amortisation are recognised in profit or loss for the current period.

Financial guarantee contracts

Financial guarantee contracts are contracts between a guarantor and a creditor that when the debtor

defaults, the guarantor should perform agreed obligations. Financial guarantee contracts that are not

designated as financial liabilities at FVTPL are initially recognised at fair value, and are

subsequently measured at the higher of the following two amounts: (1) the amount determined in

accordance with CAS No. 13 Contingencies; and (2) the amount initially recognised less

cumulative amortisation recognised in accordance with the principles set out in CAS No. 14

Revenue.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES - continued

5. Financial instruments - continued

5.6 Derecognition of financial liabilities

The Bank derecognises a financial liability (or part of it) only when the underlying present

obligation (or part of it) is discharged. An agreement between the Bank (an existing borrower) and

an existing lender to replace the original financial liability with a new financial liability with

substantially different terms is accounted for as an extinguishment of the original financial liability

and the recognition of a new financial liability.

When the Bank derecognises a financial liability or a part of it, the Bank recognises the difference

between the carrying amount of the financial liability (or part of the financial liability) derecognised

and the consideration paid (including any non-cash assets transferred or new financial liabilities

assumed) in profit or loss.

5.7 Offsetting a financial asset and a financial liability

Financial assets and liabilities are offset and the net amount is reported in the balance sheet if, and

only if, the Bank has a currently enforceable legal right to set off the recognised amounts and intends

to settle on a net basis, or to realize an asset and settle the liability simultaneously. In all other

situations they are presented separately in the balance sheet and are not offset.

6. Fixed assets

Fixed assets are tangible assets that are held for supply of services, or for administrative purposes

and have useful lives more than one accounting year. Fixed assets shall be recognised only when it

is probable that economic benefits associated with the assets will flow to the enterprise and the cost

of the assets can be measured reliably. Fixed assets are initially measured at historical cost.

Subsequent expenditure incurred on a fixed asset is included in the cost of the fixed asset, only if it

is probable that economic benefits associated with the asset will flow to the Bank and the relevant

cost can be measured reliably. Meanwhile the carrying amount of the replaced part is derecognised.

Other subsequent expenditure that fails to meet the capitalization criteria is recorded to profit or

loss when incurred.

Fixed assets are depreciated over their estimated useful lives from the month after they are in

available condition for the intended use, applying the straight-line method. The useful lives,

estimated net residual values rates and annual depreciation rates of each class of fixed assets are as

follows:

Estimated Net Annual

Classes Useful Life Residual Value Depreciation Rate

Electronic and office equipment 3-8years - 13%-33%

Estimated net residual value of a fixed asset is the estimated amount that the Bank would currently

obtain from disposal of the asset, after deducting the estimated costs of disposal, if the asset were

already of the age and in the expected condition at the end of its useful life.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES - continued

6. Fixed assets - continued

The fixed assets shall be derecognised when the asset is on disposal or when no future economic

benefits are expected to be generated from its use or disposal. When fixed assets are sold, transferred,

retired or damaged, the Bank recognises the amount of any proceeds on disposal of the asset net of

the carrying amount and related taxes in profit or loss for the current period.

The Bank reviews the useful life and estimated net residual value of fixed assets and the

depreciation method applied at least at each financial year-end. Any change in the useful life or

estimated net residual value of fixed assets or the depreciation method used is treated as a change

in an accounting estimate.

7. Intangible assets

Intangible assets of the Bank include software.

An intangible asset is initially measured at cost. An intangible asset with a finite useful life is

amortised using the straight-line method over its useful life when the asset is available for use. The

Bank estimates that the useful life of an intangible asset with a finite useful life of 1-5 years.

For an intangible asset with a finite useful life, the Bank reviews the useful life and amortisation

method at least at each financial year-end and makes adjustments if necessary.

8. Long-term prepayments

Long-term prepayments are various expenditures incurred but that should be allocated over the

current and future periods of more than one year. Long-term prepayments are evenly amortised

over their respective beneficial period.

9. Impairment of non-financial assets other than goodwill

The Bank reviews at each balance sheet date whether there is any indication that fixed assets and

intangible assets with finite useful life may be impaired. If any indication of that an asset may be

impaired, the recoverable amount is estimated.

The recoverable amount is estimated on the basis of the individual asset. If it is not possible to

estimate the recoverable amount of the individual asset, the Bank determines the recoverable

amount of the group of assets to which the asset belongs. The recoverable amount of an asset is the

higher of its fair value less costs of disposal and the present value of the future cash flows expected

to be derived from the asset.

If the recoverable amount of an asset is less than its carrying amount, the difference between

recoverable amount and carry amount is recognised as an impairment loss and recorded as profit or

loss for the current period.

Once an impairment loss of fixed assets and intangible assets with finite useful life is recognised, it

is not reversed in a subsequent period.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES - continued

10. Employee benefits

When an employee has rendered service to the Bank during an accounting period, the Bank shall

recognise the short-term employee benefits expected to be paid in exchange for that service as a

liability, and as an expense or the cost of an asset. For the employee welfare incurred, the Bank

shall recognise the actual amount of employee welfare as an expense or the cost of an asset when it

occurs. If the employee benefit is non-monetary, it shall be measured at fair value.

For social insurance including medical care, employment injury insurance, maternity insurance and

housing fund, as well as labor union cost and employee training expense, the Bank will calculate

the amount of employee benefit according to defined base and percentage and recognise as a

liability and an expense or the cost of an asset.

The Bank shall recognise the contribution payable to a defined contribution plan, in exchange for

the service rendered by an employee during an accounting period, as a liability and as an expense

or the cost of an asset.

The Bank shall recognise a liability and expense for termination benefits at the earlier of the

following dates:

- when the Bank can no longer unilaterally withdraw the offer of those benefits induced from

terminating employment relationship or lay off plan; and

- when the Bank recognises costs for a restructuring and involves the payment of termination

benefits.

For the defined benefit plan, the Bank uses the projected unit credit method to determine the present

value of its defined benefit obligations and attributes the defined benefit obligation to periods of

service according to the formula. The defined benefit cost can be categorized as follows:

- service cost (including current service cost, past service cost and gains and losses on settlement)

in profit or loss;

- net interest on the net defined benefit liability or asset (including interest income on plan assets,

interest expense on the defined benefit obligation and interest on the effect of the asset ceiling)

in profit or loss; and

- changes from remeasurements of the net defined benefit liability or asset.

Service cost and net interest on the net defined benefit liability or asset are recognized as expenses

in current period or as cost of assets. Changes from remeasurements of the net defined benefit

liability or asset (including actuarial gains and losses, the return on plan assets excluding amounts

included in net interest on the net defined benefit liability or asset, change in the effect of the asset

ceiling, excluding amounts included in net interest on the net defined benefit liability or asset), are

recognized in other comprehensive income.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES - continued

11. General reserves

Pursuant to CAIJIN [2012] No. 20 Administrative Rules of Provisions for Financial Enterprise

issued by the MOF and the related regulations on 30 March 2012, the financial institutions should

select the internal model method or standard method according to their actual situation and make

quantitative analysis of exposures in risk assets to determine the potential risk estimate. If the risk

estimate is higher than the impairment of assets, the difference should be recorded as general

reserves, otherwise no provision of general reserves is required. In principle, the general reserves

should not be less than 1.5% of the risk assets.

The Bank provides 1.5% of risk assets balance at the balance sheet date as the general reserves

effective at the end of 2016. The provision of general reserves is considered as the current

distribution of profits and presented separately in the owner's equity.

12. Interest income and expenses

Interest income and expenses are determined at amortised costs of relevant financial assets and

financial liabilities using the effective interest rate, and recognised to profit or loss in the current

period. If the difference between effective interest rate and contract interest rate is small, the

contract interest method is used.

13. Fee and commission income

Fee and commission income is recognised when the related services are delivered on an accrual

basis.

14. Government grants

Government grants are the transfer of monetary assets or non-monetary assets from the Government

to the Bank at no consideration. A government grant is recognised when the Bank complies with

the conditions attaching to the grant and when the Bank is able to receive the grant.

If a government grant is in the form of a transfer of a monetary asset, the item is measured at the

amount received or receivable.

A government grant which relates to an asset is recognised as deferred income, and evenly

amortised to profit or loss over the useful life of the related asset.

For a government grant which relates to income, if the grant is a compensation for related expenses

or losses to be incurred in subsequent periods, the grant is recognised as deferred income, and

recognised in profit or loss over the periods in which the related costs are recognised; if the grant is

a compensation for related expenses or losses already incurred, the grant is recognised immediately

in profit or loss for the current period.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES - continued

15. Income tax

Income tax expenses comprise current tax expense and deferred tax expense.

15.1 Current tax

At the balance sheet date, the current income tax liabilities (or assets) for the current period or

previous periods are measured at the amount expected to be paid (or recoverable) according to the

requirements of tax law.

15.2 Deferred tax assets and deferred tax liabilities

Temporary differences arising from the difference between the carrying amount of an asset or

liability and its tax base, or the difference between the tax base and the carrying amount of those

items that are not recognised as assets or liabilities but have a tax base that can be determined

according to tax laws, are recognised as deferred tax assets and deferred tax liabilities using the

balance sheet liability method.

The Bank recognises a deferred tax asset for the carry forward of unused deductible losses and tax

credits to the extent that it is probable that future taxable profits will be available against which the

deductible losses and tax credits can be utilized.

At the balance sheet date, deferred tax assets and deferred tax liabilities are measured at the tax

rates that are expected to apply to the period when the asset is realized or the liability is settled,

according to the requirements of tax laws.

Current income tax and deferred tax is recognised in current year profit and loss, except when it

relates to items charged or credited directly to other comprehensive income or equity, in which case

the current tax is also dealt with in other comprehensive income or equity.

At the balance sheet date, the Bank reviews the carrying amount of any deferred tax asset. If it is

probable that sufficient taxable profits will not be available in future periods to allow the benefit of

the deferred tax asset to be utilized, the carrying amount of the deferred tax asset is reduced. Any

such reduction in amount is reversed to the extent that it becomes probable that sufficient taxable

profits will be available.

15.3 Tax asset and tax liability offset

When the Bank has a legal right to offset the recognised amounts and intends to either settle on a

net basis or realize the asset and settle the liability simultaneously, tax asset and tax liability of

current period are offset and the net amount is presented on the balance sheet.

When the Bank has a legal right to offset the current income tax assets and current income tax

liabilities, the deferred tax assets and the deferred tax liabilities relate to income taxes levied by the

same taxation authority on either the same taxable entity, or different taxable entities which intend

to either settle current tax liabilities and assets on a net basis, or to realise the assets and settle the

liabilities simultaneously, in each future period in which significant amounts of deferred tax

liabilities or assets are expected to be settled or recovered, are reported on a net basis.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES - continued

16. Translation of transactions denominated in foreign currencies

On initial recognition, foreign currency transactions are translated by applying the spot exchange

rate at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies are translated into functional

currency at the spot exchange rate of the balance sheet date. Exchange differences arising from the

differences between the spot exchange rate of the balance sheet date and the exchange rates used

on initial recognition or at the previous balance sheet date are recognised in profit or loss for the

current period.

Non-monetary assets and liabilities denominated in foreign currency are carried at historical cost

using the exchange rates at the dates of the transactions; non-monetary assets and liabilities carried

at fair value and denominated in foreign currency are translated using the exchange rates at the date

when the fair value was determined. Differences between the translated amount at functional

currency and the original amount at functional currency are accounted for as changes in fair value

(including changes in exchange rates) in profit or loss for the period.

17. Leases

A finance lease is a lease that transfers in substance all the risks and rewards incidental to ownership

of an asset. Title may or may not eventually be transferred. An operating lease is a lease other than

a finance lease.

The Bank records operating lease as lessee

Lease payments under an operating lease are recognised on a straight-line basis over the lease term

to the cost of the assets or to profit or loss for the period in which they are incurred. The initial

expenses are recorded as profit or loss when incurred. Contingent rents are charged to profit or loss

in the period in which they are actually incurred.
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V. BASIS OF DETERMINING SIGNIFICANT ACCOUNTING POLICIES AND KEY

ASSUMPTIONS AND UNCERTAINTIES IN ACCOUNTING ESTIMATES

ting policies, which are described in Note IV, the Bank is

required to make judgments, estimates and assumptions about the carrying amounts of items in the

financial statements that cannot be measured accurately. These judgments, estimates and

assumptions are based on historical experience of the Bank's management as well as other factors

that are considered to be relevant. Actual results may differ from these estimates.

The aforementioned judgements, estimates and assumptions are reviewed regularly on a going

concern basis. The effect of a change in accounting estimate is recognised in the period of the

change, if the change affects that period only; or recognised in the period of the change and future

periods, if the change affects both current and future periods.

Key assumptions and uncertainties in accounting estimates

Fair value of financial instruments

For the financial instrument without active trading market, the Bank determines its fair value by

various valuation techniques. The valuation techniques that the Bank adopts include discounted

cash flow model. The Bank needs to make estimation such as the credit risks, market volatility and

correlation of itself and counterparties. Any changes in the assumptions made will impact the fair

values of the financial instruments.

Impairment losses of loans and advances

Besides the loan loss provision provided before each quarter-end, the Bank reviews its loan

portfolios to assess impairment on a quarterly basis. In determining whether an impairment loss

should be provided, the Bank makes judgments as to whether there is any objective evidence that

there is a measurable decrease in the estimated future cash flows from loan portfolios if there is no

such decrease identified with an individual loan in that portfolio. The objective evidence may

include observable data indicating that there has been an adverse change in the payment status of

borrowers in a Bank (e.g. payment delinquency or default), or national or local economic conditions

that correlate with defaults on assets in the Bank. The Bank uses estimates based on historical loss

experience for assets with credit risk characteristics and objective evidence of impairment similar

to those in the portfolio when estimating expected future cash flows. The methodology and

assumptions used for estimating both the amount and timing of future cash flows are reviewed

regularly to reduce any differences between loss estimates and actual loss experience.

Income tax

There are a number of transactions for which the final tax determination and calculation is uncertain

during the ordinary course of business operation. In particular, the deductibility of certain items is

subjected to government approval. Where the final tax outcome is different from the amount that

was initially recorded, such differences will impact the income tax and deferred income tax

provisions in the period during which such a determination is made.
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V. BASIS OF DETERMINING SIGNIFICANT ACCOUNTING POLICIES AND KEY

ASSUMPTIONS AND UNCERTAINTIES IN ACCOUNTING ESTIMATES - continued

Key assumptions and uncertainties in accounting estimates - continued

Deferred tax assets and liabilities

Deferred tax assets and liabilities, are measured at the tax rates that are expected to apply to the

period when the assets are realized or the liabilities are settled, according to the requirements of tax

laws. Within the limit of sufficient available taxable profits against which the loss can be deductible,

the Bank recognises deferred tax assets against the deductible losses. This requires management

judgment to estimate the time of taxable profits and appropriate tax rate to determine the amount of

deferred tax assets and liabilities.

Depreciation period of fixed assets

For fixed assets with finite useful life, the Bank estimates the period over which future economic

benefits attributable to the asset will be flowed to the Bank, and depreciates the fixed assets over

the estimated period.

Amortisation period of intangible assets

For intangible assets with finite useful life, the Bank estimates the period over which future

economic benefits attributable to the asset will be flowed to the Bank, and amortises the intangible

assets over the estimated period.

VI. TAXATION

Income tax

The applicable tax rate for year 2016 is 25% (2015:25%). The Branch of the Bank implements the

management method of income tax collection in terms of unified calculation, hierarchical

management, local prepaid, unitary liquidation

Temporary Measurement of Corporate Income Tax Allocation and Budget Management for

gement Methodology of

Cross-regional Operating Corporate Income Tax Collection Unitarily for Cross-regional Operation

Business tax

The business tax rate is 5%.

Value-added tax

According to The Circular issued by the Ministry of Finance and State Administration of Finance

and State Administration of Taxation on March 23,2016 (Cai Shui Fa[2016] No.36),the reform

program to replace the business tax with a value-added tax will be expanded nationwide on May 1

2016 in pilot sectors which include Construction, Real Estate, Financial Service and Life service

industry. Since May 1, 2016, the Bank is subject to pay value-added tax instead of business tax.

The tax payable should be the balance between output tax and input tax. The output tax should be

calculated based on the taxable financial service income at the rate of 6% according to applicable

tax laws and regulations.
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VI. TAXATION - continued

Other tax

Urban Maintenance and Construction Tax is 7% of business tax or value-added tax.

Education Surcharge is 3% of business tax or value-added tax, while Local Education Surcharge is
2% of business tax or value-added tax.

According to The Circular issued by Zhuhai Municipal Government (Yue Di Shui Fa[2015] No.

119), the Zhuhai Head Office is obliged to pay Embankment Maintenance Fee at the rate of 0.072%

on taxable revenue from 1 January to 31 March 2016. According to (Yue Fa Gai Jia Ge[2016] No.

180), since 1 April 2016, the Embankment Maintenance Fee is exempted in Zhuhai.

VII. FINANCIAL STATEMENT NOTES

1. BALANCES WITH THE CENTRAL BANK

31/12/2016 31/12/2015

RMB RMB

Statutory reserves with the Central Bank 160,382,979.67 187,538,206.25

Other deposits with the Central Bank 197,375,907.68 229,148,931.49______________ _____________

357,758,887.35 416,687,137.74______________ ___________________________ _____________

Statutory reserves are placed according to the relevant regulations promulgated by the PBOC. In

Currency Deposits Issued by the

YinFa (2007) No.134], reserve rate for all foreign currency deposits of

financial institutions was adjusted to 5% effective 15 May 2007. Statutory reserve for foreign

currency business is deposited at 5% of the month-end balances of the relevant deposit items and is

non-interest bearing. The PBOC reserve rate for all RMB deposits of financial institutions was 15.5%

on 31 December 2015 and 15% on 31 December 2016. The statutory reserves for RMB business is

deposited at PBOC reserve rate of the RMB deposits balance at the end of every ten days. The

interest rate of statutory reserve for RMB business is 1.62%.

2. DUE FROM BANKS

31/12/2016 31/12/2015

RMB RMB

Due from domestic banks 6,359,578.51 5,616,052.55

Due from overseas banks 97,190,705.11 311,913,427.11______________ _____________

Total 103,550,283.62 317,529,479.66______________ _____________

Less: Provision of impairment of due from banks 486,777.34 1,559,575.44______________ _____________

Net book value 103,063,506.28 315,969,904.22______________ ___________________________ _____________
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VII. FINANCIAL STATEMENT NOTES - continued

3. PLACEMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS

31/12/2016 31/12/2015

RMB RMB

Placements with domestic financial institutions 300,000,000.00 754,552,000.00______________ ___________________________ _____________

4. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

31/12/2016 31/12/2015

RMB RMB

Financial assets held for trading

- Financial institution bonds 1,482,819,340.00 1,495,917,943.00

- Government bonds 39,844,756.00 -______________ ______________

Total 1,522,664,096.00 1,495,917,943.00______________ ____________________________ ______________

As of balance sheet date, the carrying amount of financial assets held for trading pledged for

repurchase agreements (Note VII, 12) was RMB90,000,000.00 (31/12/2015: RMB450,000,000.00).

5. INTEREST RECEIVABLE

(1) Movement in interest receivable is as follows:

31/12/2016 31/12/2015

RMB RMB

Opening balance 28,977,740.29 51,864,291.93

Addition during the year 73,286,462.53 86,946,932.22

Received during the year (63,640,363.82) (109,833,483.86)_____________ _____________

Closing balance 38,623,839.00 28,977,740.29_____________ __________________________ _____________

(2) Categorized by nature is as follows:

31/12/2016 31/12/2015

RMB RMB

Interest receivable from

- Balances with the Central Bank and due from banks 139,653.93 140,974.10

- Placements with banks and other financial institutions 2,114,145.82 2,145,537.10

- Loans and advances to customers 1,183,708.33 1,353,333.33

- Financial assets at fair value through

profit or loss 35,186,330.92 25,337,895.76_____________ _____________

Total 38,623,839.00 28,977,740.29_____________ __________________________ _____________
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VII. FINANCIAL STATEMENT NOTES - continued

6. LOANS AND ADVANCES TO CUSTOMERS

(1) Categorized by nature is as follows:

31/12/2016 31/12/2015

RMB RMB

Corporate loans and advances 280,000,000.00 200,000,000.00_____________ _____________

Less: Loan loss provision 7,000,000.00 4,000,000.00_____________ _____________

Net book value 273,000,000.00 196,000,000.00_____________ __________________________ _____________

(2) Categorized by industry are as follows:

31/12/2016 Proportion 31/12/2015 Proportion

RMB (%) RMB (%)

Wholesale and retail 80,000,000.00 28.57 - -

Leasing and commercial

service 200,000,000.00 71.43 200,000,000.00 100.00_____________ ______ _____________ ______

Total 280,000,000.00 100.00 200,000,000.00 100.00_____________ ______ _____________ ______

Less: Loan loss provision 7,000,000.00 4,000,000.00_____________ _____________

Net book value 273,000,000.00 196,000,000.00_____________ __________________________ _____________

(3) Categorized by registered location of the borrowers are as follows:

31/12/2016 Proportion 31/12/2015 Proportion

RMB (%) RMB (%)

Northern China 180,000,000.00 64.29 100,000,000.00 50.00

Eastern China 100,000,000.00 35.71 100,000,000.00 50.00_____________ ______ _____________ ______

Total 280,000,000.00 100.00 200,000,000.00 100.00_____________ ______ _____________ ______

Less: Loan loss provision 7,000,000.00 4,000,000.00_____________ _____________

Net book value 273,000,000.00 196,000,000.00_____________ __________________________ _____________

(4) Categorized by contract agreement terms and guarantee pattern are as follows:

31/12/2016 31/12/2015

Within a year 1 year to 5 years Within a year 1 year to 5 years

(including 1year) (including 5 years) Over 5 years Total (including 1year) (including 5 years) Over 5 years Total

RMB RMB RMB RMB RMB RMB RMB RMB

Clean loans 200,000,000.00 - - 200,000,000.00 200,000,000.00 - - 200,000,000.00

Pledged loans - 80,000,000.00 - 80,000,000.00 - - - -_____________ _____________ _____________ ______________ ______________ ______________ _____________ ______________

Total 200,000,000.00 80,000,000.00 - 280,000,000.00 200,000,000.00 - - 200,000,000.00_____________ _____________ _____________ ______________ ______________ ______________ _____________ ______________

Less: Loan loss provision 7,000,000.00 4,000,000.00______________ ______________

Net book value 273,000,000.00 196,000,000.00______________ ______________
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VII. FINANCIAL STATEMENT NOTES - continued

6. LOANS AND ADVANCES TO CUSTOMERS - continued

(5) Loan loss reserves:

2016

Individual evaluation Combination evaluation Total

RMB RMB RMB

Opening balance - 4,000,000.00 4,000,000.00
Received during the year - 3,000,000.00 3,000,000.00_______________ _______________ ______________

Closing balance - 7,000,000.00 7,000,000.00_______________ _______________ _____________________________ _______________ ______________

2015

Individual evaluation Combination evaluation Total

RMB RMB RMB

Opening balance - 4,500,000.00 4,500,000.00

Received during the year - (500,000.00) (500,000.00)_______________ _______________ ______________

Closing balance - 4,000,000.00 4,000,000.00_______________ _______________ _____________________________ _______________ ______________

7. FIXED ASSETS

Electronic and office equipment

RMB

Cost

Opening balance 16,491,868.21

Addition during the year 214,760.95

Disposal during the year (949,546.60)______________

Closing balance 15,757,082.56______________

Accumulated depreciation

Opening balance 15,157,379.46

Charge for the year 630,249.07

Disposal during the year (949,546.60)______________

Closing balance 14,838,081.93______________

Net book value

Opening balance 1,334,488.75____________________________

Closing balance 919,000.63____________________________
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VII. FINANCIAL STATEMENT NOTES - continued

8. INTANGIBLE ASSETS

Software

RMB

Cost

Opening balance 37,345,589.16

Addition during the year -______________

Closing balance 37,345,589.16______________

Accumulated amortisation

Opening balance 34,937,632.63

Charge for the year 1,186,570.28______________

Closing balance 36,124,202.91______________

Net book value

Opening balance 2,407,956.53____________________________

Closing balance 1,221,386.25____________________________

9. DEFERRED TAX ASSETS AND LIABILITIES

(1) Deferred tax assets and liabilities are disclosed in gross as follows:

Deductible temporary differences Deferred tax assets
31/12/2016 31/12/2015 31/12/2016 31/12/2015

RMB RMB RMB RMB

Long-term service benefit & employee
benefit 10,112,453.53 8,859,469.87 2,528,113.38 2,214,867.47

Intangible asset amortisation
difference between tax and

accounting 24,059,355.23 20,837,489.61 6,014,838.81 5,209,372.40
Change in fair value of

financial assets held for trading 11,312,934.70 - 2,828,233.68 -
Impairment on financial assets 1,845,669.95 - 461,417.49 -
Unrecognized revenue for the year 3,826,512.67 - 956,628.17 -___________ ___________ ___________ ___________

Total 51,156,926.08 29,696,959.48 12,789,231.53 7,424,239.87___________ ___________ ___________ ______________________ ___________ ___________ ___________

Taxable temporary differences Deferred tax liabilities
31/12/2016 31/12/2015 31/12/2016 31/12/2015

RMB RMB RMB RMB

Impairment on financial assets - 3,889,156.86 - 972,289.22

Fair value of financial assets
held for trading - 9,534,162.30 - 2,383,540.58___________ ___________ ___________ ___________

Total - 13,423,319.16 - 3,355,829.80___________ ___________ ___________ ______________________ ___________ ___________ ___________
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VII. FINANCIAL STATEMENT NOTES - continued

9. DEFERRED TAX ASSETS AND LIABILITIES - continued

(2) The Bank nets off deferred tax assets and liabilities and presents in net basis as follows:

31/12/2016 31/12/2015

RMB RMB

Deferred tax assets 12,789,231.53 7,424,239.87

Deferred tax liabilities - 3,355,829.80_____________ _____________

Net total 12,789,231.53 4,068,410.07_____________ __________________________ _____________

10. OTHER ASSETS

31/12/2016 31/12/2015

RMB RMB

Prepaid expenses (1) 1,724,342.18 2,079,765.01

Consulting fee receivables 31,573,399.35 18,095,155.43

Security deposits 1,434,777.90 1,434,777.90

Long-term prepayments (2) 10,585.33 20,356.40

Others 1,814.37 4,485.95______________ ______________

Total 34,744,919.13 21,634,540.69______________ ______________

Less: Provision of losses of receivables 158,892.61 96,787.69______________ ______________

Net book value 34,586,026.52 21,537,753.00______________ ____________________________ ______________

(1) Prepaid expenses mainly represent prepaid computer system expense and prepaid rental expense.
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VII. FINANCIAL STATEMENT NOTES - continued

10. OTHER ASSETS - continued

(2) Long-term prepayments

Leasehold improvement

RMB

Cost

Opening and closing balance 12,895,962.48______________

Amortization

Opening balance 12,875,606.08

Charge for the year 9,771.07______________

Closing balance 12,885,377.15______________

Net book value

Opening balance 20,356.40____________________________

Closing balance 10,585.33____________________________

11. DUE TO BANKS AND OTHER FINANCIAL INSTITUTIONS

31/12/2016 31/12/2015

RMB RMB

Due to domestic financial institutions 273.58 4,138.59____________ ________________________ ____________

12. ASSET SOLD WITH REPURCHASE AGREEMENTS

Categorized by collateral:

31/12/2016 31/12/2015

RMB RMB

Bonds 90,000,000.00 450,000,000.00______________ ____________________________ ______________

13. CUSTOMER DEPOSITS

31/12/2016 31/12/2015

RMB RMB

Current deposits

Corporate 6,738,266.40 12,457,629.77

Individual 2,065.82 1,934.60

Time deposits

Corporate 947,352,077.15 1,232,556,880.36

Individual 4,172,075.78 4,069,323.32______________ _____________

Total 958,264,485.15 1,249,085,768.05______________ ___________________________ _____________
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VII. FINANCIAL STATEMENT NOTES - continued

14. EMPLOYEE BENEFIT PAYABLE

Accruals Payments
1/1/2016 for the year for the year 31/12/2016

RMB RMB RMB RMB

Salaries, bonuses,

allowances and subsidies 8,460,513.43 31,298,654.16 (30,099,841.82) 9,659,325.77

Social security contributions 197,008.24 2,393,163.12 (2,427,370.73) 162,800.63
Housing - 1,108,285.00 (1,108,285.00) -

Compensation 647,669.40 706,111.00 (1,353,780.40) -

Defined benefit plan (1) 5,065,909.78 1,836,000.00 (988,577.51) 5,913,332.27___________ ____________ ____________ ____________

Total 14,371,100.85 37,342,213.28 (35,977,855.46) 15,735,458.67___________ ____________ ____________ _______________________ ____________ ____________ ____________

(1) Defined benefit plan ( DBP )

The Bank provides DBP related to retirement and termination

addition to the government retirement plan. Monthly contributions of the plan are accrued based

on base salary with contribution rate of 8% (subject to a maximum of RMB10,000 of

employer

years of services, the above contributions of the plan are accrued based on base salary with

on per

month). The plan benefits are equal to the accrued contributions plus interest and are payable

upon the retirement or the resignation of the employees. Vesting percentage will have a 20%

increase for each full year of firm services, until 100% for 5 full years of firm services.

The Bank evaluates the present value of unfunded defined benefit obligation on an actuarial

basis. The present value of unfunded defined benefit obligation, current service cost and past

service cost are all measured at projected unit credit method.

(a) The principal actuarial assumptions at the balance sheet date are as follows

31/12/2016 31/12/2015

Discount rate 3.00% 2.80%

Expected growth rate of salaries 7.00% 7.00%

Interest rate of defined benefit plan 1.75% 2.00%

31/12/2016 and 31/12/2015

Mortality rate China Life Table 2002-2003

Termination rate 15%

Retirement age 65
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VII. FINANCIAL STATEMENT NOTES - continued

14. EMPLOYEE BENEFIT PAYABLE - continued

(1) Defined benefit plan ( DBP ) - continued

(b) The amounts recognised in operating expenses in respect of DBP are as follows:

2016 2015

RMB RMB

Current service cost 1,612,000.00 1,415,000.04

Interest cost on the defined benefit obligation 135,000.00 148,000.00____________ ____________

Total 1,747,000.00 1,563,000.04____________ ________________________ ____________

(c) DBP obligation included in employee benefit payable as followings:

31/12/2016 31/12/2015

RMB RMB

Present value of unfunded defined benefit obligation 5,913,332.27 5,065,909.78____________ ________________________ ____________

Net liability 5,913,332.27 5,065,909.78____________ ________________________ ____________

Retirement benefit obligation 5,913,332.27 5,065,909.78____________ ________________________ ____________

(d) Movements in net liability of DBP were as follows:

2016 2015

RMB RMB

Opening 5,065,909.78 5,096,323.35

Defined benefit cost recognised in profit or loss

-Current service cost 1,612,000.00 1,415,000.04

-Interest cost 135,000.00 148,000.00

Defined benefit cost recognised in other

comprehensive income

-Actuarial losses/ (gains) 89,000.00 239,375.15

Benefits paid (988,577.51) (836,788.76)

Transfer in - (996,000.00)____________ ____________

Closing 5,913,332.27 5,065,909.78____________ ________________________ ____________

The average duration of the benefit obligation at 31 December 2016 is 3 years (31/12/2015: 3

years). The Bank expects to make a contribution of RMB635,000.00 to the DBP during the

next financial year . 

The Bank conducted a sensitivity analysis on key assumptions of DBP (discount rate, growth

rate of salaries and etc.), the result of sensitivity analysis indicated that the key assumptions

had no significant impact on the present value of DBP obligation.187
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VII. FINANCIAL STATEMENT NOTES - continued

15. CURRENT TAX PAYABLE

31/12/2016 31/12/2015
RMB RMB

Corporate income tax 14,059,249.77 10,596,887.27
Business tax and surcharge - 3,922,974.59
Individual income tax 490,497.99 356,472.17
Value added tax payable 109,060.51 -____________ ____________

Total 14,658,808.27 14,876,334.03____________ ________________________ ____________

16. INTEREST PAYABLE

(1) Movement in interest payable is as follows:

31/12/2016 31/12/2015
RMB RMB

Opening balance 6,017,250.85 5,608,466.34
Addition during the year 14,615,184.46 26,841,417.64
Payment during the year (18,580,240.27) (26,432,633.13)_____________ ____________

Closing balance 2,052,195.04 6,017,250.85_____________ _________________________ ____________

(2) Categorized by nature is as follows:
(3)

31/12/2016 31/12/2015
RMB RMB

Interest payable
- Customer deposits 2,032,222.44 5,778,387.46
- Due to banks and other financial institutions - 0.37
- Repurchase agreements 19,972.60 238,863.02____________ ____________

Total 2,052,195.04 6,017,250.85____________ ________________________ ____________
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VIII. FINANCIAL STATEMENT NOTES - continued

17. OTHER LIABILITIES

31/12/2016 31/12/2015

RMB RMB

Other payables (1) 19,049,072.60 18,227,841.31

Accrued expenses 2,582,980.58 2,115,375.05

Deferred income 537,515.86 307,823.20

Provisions 3,877,017.92 -____________ ____________

Total 26,046,586.96 20,651,039.56____________ ________________________ ____________

(1) Other payables

31/12/2016 31/12/2015

RMB RMB

Payable for long-term assets purchases 17,033,624.04 15,318,229.81

Payable to related parties - 996,000.00

Others 2,015,448.56 1,913,611.50____________ ____________

Total 19,049,072.60 18,227,841.31____________ ________________________ ____________

18. PAID-IN CAPITAL

The registered capital of the Bank is RMB 1,000,000,000.00, and has been fully paid up. Details of

capital contributions from the investor according to the Bank's Articles of Association are as follows:

31/12/2016&31/12/2015

Proportion Amount

Morgan Stanley Bank International RMB 100% 1,000,000,000.00

The paid-in capital has been verified by Guangdong HengXin DeLv CPA firm with the capital

verification reports of HengDe Zhu Yan No.72 (2002) and HengDe Zhu Yan No.11 (2007)

respectively.

189



MORGAN STANLEY BANK INTERNATIONAL (CHINA) LIMITED

- 33 -

VIII. FINANCIAL STATEMENT NOTES - continued

19. SURPLUS RESERVES

2016 2015

RMB RMB

Opening balance 66,377,858.45 57,482,438.73

Addition during the year 5,548,721.42 8,895,419.72____________ ____________

Closing balance 71,926,579.87 66,377,858.45____________ ________________________ ____________

20. OTHER COMPREHENSIVE INCOME

2016 2015

RMB RMB

Opening balance 3,000.00 182,531.36

Movement during the year (66,750.00) (179,531.36)

Items that will not be reclassified

subsequently to profit or loss

Included: Remeasurement of defined benefit obligation

before income tax (89,000.00) (239,375.15)

Deferred tax effect of the changes 22,250.00 59,843.79____________ ____________

Closing balance (63,750.00) 3,000.00____________ ________________________ ____________

The other comprehensive income only comprised of only changes from remeasurement of defined

benefit obligation.

21. GENERAL RESERVES

2016 2015

RMB RMB

Opening balance 19,810,000.00 12,060,000.00

Addition/ Reversal during the year (8,410,000.00) 7,750,000.00____________ ____________

Closing balance 11,400,000.00 19,810,000.00____________ ________________________ ____________
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VIII. FINANCIAL STATEMENT NOTES continued

22. RETAINED EARNINGS

2016 2015

RMB RMB

Opening balance 396,256,843.22 323,948,065.73

Net profit/ (loss) for the year 55,487,214.22 88,954,197.21

Appropriation to surplus reserves (1) (5,548,721.42) (8,895,419.72)

(Appropriation)/ Reversal to general reserves (2) 8,410,000.00 (7,750,000.00)_____________ _____________

Closing balance 454,605,336.02 396,256,843.22_____________ __________________________ _____________

(1) Surplus reserves

According to the Board meeting resolution, the Bank appropriates 10% of profit after tax to the

surplus reserves effective year 2007 until the Board amends the distribution policy in the future

periods.

(2) General reserves

According to CAIJIN [2012] No. 20 Administrative Rules of Provisions for Financial Enterprise

issued by the MOF and the related regulations, the Bank appropriates 1.5% to general reserves
based on total risk assets at the end of year since year 2012.

23. NET INTEREST INCOME

2016 2015

RMB RMB

Interest income
- Due from banks 44,771.64 42,347.48

- Balances with the Central Bank 4,592,559.01 4,307,690.40
- Placements with banks and other financial institutions 16,907,417.44 18,805,693.26
- Resale agreements - 6,213.69

- Financial assets as fair value through profit or loss 44,149,149.99 49,032,292.96
- Loans and advances to customers 7,592,564.45 14,752,694.43_____________ ____________

Subtotal 73,286,462.53 86,946,932.22_____________ ____________

Interest expenses

- Due to banks and other financial institutions 6.31 12.27
- Placements from banks and other financial institutions 33,700.12 19,944.44
- Repurchase agreements 1,213,929.93 3,629,310.72
- Customer deposits 13,367,548.10 23,192,150.21_____________ ____________

Subtotal 14,615,184.46 26,841,417.64_____________ ____________

Net interest income 58,671,278.07 60,105,514.58_____________ _________________________ ____________
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24. NET FEE AND COMMISSION INCOME

2016 2015
RMB RMB

Fee and commission income
-Consulting fee 85,140,314.13 88,649,700.02

-Arrangement fee for syndicated loans 6,811,776.71 32,281,387.32
-Settlement and clearing fee 6,760.95 5,621.87
-Others 47,721.54 306,243.39_____________ ____________

Subtotal 92,006,573.33 121,242,952.60_____________ ____________

Fee and commission expenses
-Trading center expenses 233,064.21 577,396.52
-Other fee expenses 434,801.22 6,037,763.97_____________ ____________

Subtotal 667,865.43 6,615,160.49_____________ ____________

Net fee and commission income 91,338,707.90 114,627,792.11_____________ _________________________ ____________

25. INVESTMENT LOSSES

2016 2015

RMB RMB

Disposal losses of financial assets held for trading (3,722,686.99) (3,669,040.00)_____________ _________________________ ____________

26. GAIN/(LOSSES) FROM CHANGES IN FAIR VALUE

2016 2015

RMB RMB

Financial assets held for trading (20,847,097.00) 12,188,473.00_____________ ____________

27. TAX AND SURCHARGES

2016 2015

RMB RMB

Business tax 2,327,515.64 9,265,050.48

Surcharges 382,011.06 1,214,894.55_____________ ____________

Total 2,709,526.70 10,479,945.03_____________ _________________________ ____________
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28. OPERATING EXPENSES

2016 2015

RMB RMB

Staff salaries and welfare 37,253,213.28 35,193,247.98

Intangible assets amortisation 1,186,570.28 809,295.61

Operating lease rentals and utilities expenses 7,576,974.96 8,175,818.30

Electrical equipment maintenance and

telecommunication fees 5,225,303.03 4,211,810.75

Travelling expenses 2,029,484.14 3,360,366.71

Depreciation 630,249.07 1,047,037.63

Service fees 1,154,515.24 1,480,000.00

Fees to regulators 577,930.50 562,033.50

Entertainment expenses 93,933.14 113,066.40

Long-term prepayments amortisation 9,771.07 18,911.18

Taxes 10,245.22 28,341.73

Others 6,137,848.12 7,553,144.33_____________ ____________

Total 61,886,038.05 62,553,074.12_____________ _________________________ ____________

29. IMPAIRMENT LOSS

2016 2015

RMB RMB

Impairment loss of loans and advances to customers 3,000,000.00 (500,000.00)

Impairment loss of due from banks (1,086,170.22) 740,501.79

Impairment loss of receivables 62,104.92 93,596.21_____________ ____________

Total 1,975,934.70 334,098.00_____________ _________________________ ____________

As of 31 December 2016, the loan loss provision ratio of the Bank is 2.5%. The provision coverage

ratio is not applicable because the Bank has nil non-performing loans.

30. NON-OPERATING EXPENSES

2016 2015

RMB RMB

Tax overdue fine 246,468.36 76.93

Donation outlay 45.00 -_____________ ____________

Total 246,513.36 76.93_____________ _________________________ ____________
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31. INCOME TAX EXPENSES

2016 2015

RMB RMB

Income tax expenses 27,414,646.06 25,260,780.05

Deferred tax expenses (8,698,571.46) 4,675,663.81

Adjustment for last year income tax - 26.00

Include: Income tax expenses - 26.00_____________ ____________

Total 18,716,074.60 29,936,469.86_____________ _________________________ ____________

Reconciliation of income tax expenses to accounting profits is as follows:

2016 2015

RMB RMB

Accounting profit 74,203,288.82 118,890,667.07

Tax calculated at tax rate 25% 18,550,822.20 29,722,666.77

Add: Expenses not deductible for tax purposes 329,911.82 234,708.06

Adjustment for last year income tax - 26.00

Less: Non-taxable income 164,659.42 20,930.97_____________ ____________

Income tax expenses 18,716,074.60 29,936,469.86_____________ _________________________ ____________

32. CASH AND CASH EQUIVALENTS

2016 2015

RMB RMB

Balances with the Central Bank 357,758,887.35 416,687,137.74

Statutory reserve (160,382,979.67) (187,538,206.25)

Original maturity within 3 months:

Due from banks 103,550,283.62 317,529,479.66

Placements with banks and

other financial institutions - 454,552,000.00_____________ ______________

Total 300,926,191.30 1,001,230,411.15_____________ ___________________________ ______________
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33. CASH FLOW STATEMENT SUPPLEMENTARYINFORMATION

2016 2015

RMB RMB

Reconciliation of net profit to cash flows from operating activities

Net profit 55,487,214.44 88,954,197.21

Add: Impairment loss 1,975,934.70 334,098.00

Depreciation of fixed assets 630,249.07 1,047,037.63

Amortisation of intangible assets 1,186,570.28 809,295.61

Amortisation of long-term prepayments 9,771.08 18,911.18

Investment loss 3,722,686.99 3,669,040.00

Bond interest income (44,149,149.99) (49,038,506.65)

(Gains) / losses from changes in fair value 20,847,097.00 (12,188,473.00)

Deferred tax expenses (8,698,571.46) 4,675,663.81

Decrease/ (increase) in operating receivables (95,315,850.58) 117,179,292.21

Increase/ (decrease) in operating payables (647,449,575.85) 368,171,745.52_____________ _____________

Net cash flow from operating activities (711,753,624.54) 523,632,301.52_____________ __________________________ _____________

Net increase/ (decrease) in cash and cash equivalents

Cash and cash equivalents as at 31 December 300,926,191.30 1,001,230,411.15

Less: Cash and cash equivalents as at 1 January 1,001,230,411.15 458,581,717.31______________ ______________

Net increase/ (decrease) cash and cash equivalents (700,304,219.85) 542,648,693.84______________ ____________________________ ______________

34. TRANSFERS OF FINANCIAL ASSETS

In the daily business, the Bank transfers the recognized financial assets to the third party in some

transactions. The financial assets are derecognized if the derecognition conditions satisfied. If the

Bank retains substantially all of the risks and rewards related to the ownership of a transferred

financial asset, the related financial asset will not be derecognised.

Asset sold with repurchase agreements

Asset sold with repurchase agreements are transactions in which the Bank sells a financial asset and

simultaneously agrees to repurchase it at a fixed price on a future date. Since the repurchase prices

are fixed, the Bank is still exposed to substantially all the credit risks and market risks and rewards

of those assets sold. These financial assets, which the Bank does not have the ability to use during

the term of the arrangements, are not derecognised from the financial statements but regarded as

collateral for the secured lending. In addition, the Bank recognises a financial liability for cash

received. For all these arrangements, the counterparties have recourse not only to the transferred

financial assets.
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34. TRANSFERS OF FINANCIAL ASSETS - continued

Asset sold with repurchase agreements - continued

As at 31 December 2016, the Bank entered into bonds related repurchase agreements with certain

counterparties. The proceeds from selling bonds are presented as asset sold with repurchase

agreements (Note VII, 12). The following table provides a summary of carrying amounts related to

transferred financial assets that are not derecognised and associated liabilities:

2016 2015

RMB RMB

Carrying amount of selling financial assets

- Financial assets at fair value

through profit or loss 99,730,279.00 453,660,400.00_____________ _________________________ ____________

Carrying amount of related financial liabilities 90,000,000.00 450,000,000.00_____________ _________________________ ____________

35. SEGMENT INFORMATION

According to the Bank's internal organizational structure, regulatory requirements and internal

reporting system, the Bank's businesses are divided into following reporting segments, which are

based on the Bank's operational location. The Bank's management periodically evaluates operating

results of these segments reporting to determine resources allocation and evaluates operating results.

Information of segment reporting is disclosed based on the accounting policies and measurement

used when segments report is provided to the management. These measurement bases are consistent

with the accounting policies and measurement used when preparing the financial statements.
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35. SEGMENT INFORMATION - continued

Segment report information:

2016
Head Office Beijing Branch Elimination Total

RMB RMB RMB RMB

Operating income 111,486,981.85 29,534,286.10 - 141,021,267.95
Net interest income 34,999,337.19 23,671,940.88 - 58,671,278.07
Include:
Net interest income

between segments (5,449,088.65) 5,449,088.65 - -
Net fee and

commission income 85,100,994.35 6,237,713.55 - 91,338,707.90
Net other income (8,613,349.69) (375,368.33) - (8,988,718.02)_______________ _____________ ____________ ______________

Operating expenses 39,300,397.17 27,271,102.28 - 66,571,499.45_______________ _____________ ____________ ______________

Operating profit 72,186,584.68 2,263,183.82 - 74,449,768.50_______________ _____________ ____________ ______________

Segment assets 2,460,132,126.11 587,577,273.07 403,083,425.62 2,644,625,973.56_______________ ______________ ______________ _____________________________ ______________ ______________ ______________

Segment liabilities 880,285,658.77 529,555,574.52 303,083,425.62 1,106,757,807.67_______________ ______________ ______________ _____________________________ ______________ ______________ ______________

Additional information:
Depreciation and amortisation 1,760,371.00 66,219.42 - 1,826,590.42
Capital expenditures 101,409.47 113,351.48 - 214,760.95
Include: Expenditures on

purchasing fixed assets 101,409.47 113,351.48 - 214,760.95
Expenditures on purchasing

intangible assets - - - -
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35. SEGMENT INFORMATION - continued

Segment report information - continued

2015
Head Office Beijing Branch Elimination Total

RMB RMB RMB RMB

Operating income 145,495,398.54 46,762,462.61 - 192,257,861.15
Net interest income 39,652,660.48 20,452,854.10 - 60,105,514.58
Include:
Net interest income

between segments 1,722,193.65 (1,722,193.65) - -
Net fee and

commission income 87,991,572.51 26,636,219.60 - 114,627,792.11
Net other income 17,851,165.55 (326,611.09) 17,524,554.46_______________ _____________ ____________ ______________

Operating expenses 41,459,408.70 31,907,708.45 - 73,367,117.15_______________ _____________ ____________ ______________

Operating profit 104,035,989.84 14,854,754.16 - 118,890,744.00_______________ _____________ ____________ ______________

Segment assets 2,930,278,036.58 416,304,735.11 109,129,438.09 3,237,453,333.60_______________ ______________ ______________ _____________________________ ______________ ______________ ______________

Segment liabilities 1,403,657,068.82 360,478,001.20 9,129,438.09 1,755,005,631.93_______________ ______________ ______________ _____________________________ ______________ ______________ ______________

Additional information:
Depreciation and amortisation 1,533,555.25 341,689.17 - 1,875,244.42
Capital expenditures 1,748,601.70 48,789.00 - 1,797,390.70
Include: Expenditures on

purchasing fixed assets 290,601.70 48,789.00 - 339,390.70
Expenditures on purchasing

intangible assets
/long-term assets 1,458,000.00 - - 1,458,000.00
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35. SEGMENT INFORMATION- continued

(1) External revenue categorized by products or businesses

2016 2015

RMB'000 RMB'000

Trading - emerging market 58,033 93,130

Fixed income business 82,988 99,128_____________ _____________

Total 141,021 192,258_____________ __________________________ _____________

(2) External revenue categorized by regions

2016 2015

RMB'000 RMB'000

Domestic external revenue 55,341 103,180

Overseas external revenue 85,680 89,078_____________ _____________

Total 141,021 192,258_____________ __________________________ _____________

(3) Non-current assets categorized by assets locations

The Bank's non-current assets are located in China.

(4) Key client's dependency

The Bank does not have significant dependency relationship with non-related party.

Inter-segment transfers are measured on the basis of actual transaction price for such transfers.

Segment revenue and segment expenses are determined on the basis of actual revenue and

expenses of the segments respectively.

 

VIII. COMMITMENTS AND CONTINGENT MATTERS

1. CREDIT COMMITMENTS AND GUARANTEE

31/12/2016 31/12/2015

RMB RMB

Letters of guarantee 3,234,400.00 3,234,400.00____________ ________________________ ____________
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2. OPERATING LEASE COMMITMENTS

As of the balance sheet date, the Bank had the following commitments in respect of non-cancellable

operating leases:

31/12/2016 31/12/2015

RMB RMB

The minimum lease payments under non-cancelable

operating leases:

Within one year 4,370 6,114

In the second year 74 4,370

In the third year - 74_________ ________

Total 4,444 10,558_________ _________________ ________

IX. RELATED PARTIES RELATIONSHIP AND TRANSACTIONS

1. Related party with controlling relationship

Share holding

Name Place of registration Principal business Registered capital in the Bank

Morgan Stanley Bank

International Limited United Kingdom Financial service GBP 340,000,000.00 100%

There are no changes of shareholdings in the Bank for Morgan Stanley Bank International Limited.

company is Morgan Stanley, which was incorporated in the State of

Delaware, the United States of America and copies of its financial statements can be obtained from

www.morganstanley.com/investorrelations.
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2. Other related parties which have transactions with the Bank with no controlling relationship

Name Place of Registration Company Type Business Scope Legal Representative; Registered Capital Change on Registered Capital Related Party Relationship

Morgan Stanley Hong Kong Private Limited Investment banking, Foreign

Asia Limited China Company exchange trading and brokerage N/A USD29,455,000 No Subsidiary of the parent group

Morgan Stanley Wholly Owned

Properties (China) Co., Ltd Beijing, China Foreign Corporation Consulting service Zhou, Yan USD6,100,000 No Subsidiary of the parent group

Morgan Stanley Investment Consultancy

(Shanghai) Limited Beijing, China Limited Responsibility Consulting service Shane Xin Zhang USD100,000 No Subsidiary of the parent group

Morgan Stanley Information Technology Software development,

(Shanghai) Limited Shanghai, China Limited Responsibility Program design Simon John Holden USD700,000 No Subsidiary of the parent group

Morgan Stanley Commodities Limited Nonferrous MetaL Minerals

Trading (China) Limited Shanghai, China Responsibility Agricultural Products Import and Export Hahne Eric Joern USD34,100,000 No Subsidiary of the parent group

Morgan Stanley Management Service Limited Consulting, business

(Shanghai) Limited Shanghai, China Responsibility Management services Simon John Holden USD1,000,000 No Subsidiary of the parent group

Morgan Stanley Investment Consultancy Consulting, Business

(Shanghai) Limited Shanghai, China Limited Responsibility Management services Shane Xin Zhang USD100,000 No Subsidiary of the parent group

Morgan Stanley Business Consulting, business

Consulting (Shanghai) Limited Shanghai, China Limited Responsibility Management services Sun, Xun USD100,000 No Subsidiary of the parent group

Morgan Stanley (China) Equity Equity investment advisory

Investment Management Co Ltd Hangzhou, China Limited Responsibility and management services Han, Jiang RMB100,000,000 No Subsidiary of the parent group
Morgan Stanley Huaxin Fund Fund raising, Sales and Related party directly or indirectly

Management Company Limited Shenzhen, China Limited Responsibility Management Yu, Hua RMB227,500,000 No controlled by parent group

Morgan Stanley Huaxin Securities Stock, Bond Related party directly or indirectly

Company Limited Shanghai, China Limited Responsibility underwriting and sponsorship Wang, Wenxue RMB1,020,000,000 No controlled by parent group

Bank of Tokyo-Mitsubishi Foreign exchange business Subsidiary of investor which has

UFJ (China), Ltd Shanghai, China Limited Responsibility renminbi business RMB10,000,000,000 No significant influence over the parent group

Bank of Tokyo-Mitsubishi Subsidiary of investor which has

UFJ, Ltd Tokyo, Japan Joint Stock Enterprises Financial Service N/A JPY1,711,958 million No significant influence over the parent group

The related parties of the Bank also includes key management personnel, their close family

members or entities which are subject to control, joint control or significant influence from key

Transactions between the Bank and the related

parties that are significant are disclosed separately and those that are not significant are disclosed

on an aggregate basis.

3. As of balance sheet date, the transactions between the Bank and the above related parties for the

year are as follows:

Interest income
2016 2015

Amount Proportion Amount Proportion
RMB (%) RMB (%)

Morgan Stanley Huaxin Securities

Company Limited - - 6,213.69 0.01

Bank of Tokyo-Mitsubishi

UFJ (China), Ltd 121,658.04 0.17 76,945.56 0.09_____________ _____ _____________ _____

Total 121,658.04 0.17 83,159.25 0.10_____________ _____ _____________ __________________ _____ _____________ _____
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3. As of balance sheet date, the transactions between the Bank and the above related parties for the

year are as follows: - continued

Interest expenses

2016 2015

Amount Proportion Amount Proportion

RMB (%) RMB (%)

Morgan Stanley Properties
(China) Co., Ltd. 1,700,292.90 11.63 2,779,235.15 10.35

Morgan Stanley Investment Consultancy

(Beijing) Company Limited 276,696.72 1.89 637,179.58 2.38

Morgan Stanley Information Technology

(Shanghai) Limited 104,719.17 0.72 189,111.71 0.70

Morgan Stanley Commodities Trading

(China) Limited 2,184,388.55 14.95 1,412,906.54 5.26

Morgan Stanley (China) Equity

Investment Management Co., Ltd 736,058.59 5.04 1,129,830.04 4.21

Bank of Tokyo-Mitsubishi

UFJ (China), Ltd 15,787.40 0.11 - -
Others 1.83 0.00 2.54 0.00_____________ _____ _____________ _____

Total 5,017,945.16 34.34 6,148,265.56 22.90_____________ _____ _____________ __________________ _____ _____________ _____

Fee and commission income

2016 2015

Amount Proportion Amount Proportion

RMB (%) RMB (%)

Morgan Stanley Asia Limited 85,140,314.13 92.54 88,649,700.02 73.12_____________ _____ _____________ __________________ _____ _____________ _____
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IX. RELATED PARTIES RELATIONSHIP AND TRANSACTIONS - continued

3. As of balance sheet date, the transactions between the Bank and the above related parties for the

year are as follows: - continued

Operating expenses

2016 2015

Amount Proportion Amount Proportion

RMB (%) RMB (%)

Morgan Stanley Management Service

(Shanghai) Limited 1,154,515.24 1.87 1,480,000.00 2.37_____________ _____ _____________ __________________ _____ _____________ _____

The Bank conducts business with related parties in the course of daily business according to

ordinary business terms.

4. Unsettled amount of related transactions:

Due from banks

31/12/2016 31/12/2015

Amount Proportion Amount Proportion

RMB (%) RMB (%)

Bank of Tokyo-Mitsubishi
UFJ, Ltd 275.07 - 259.46 -_____________ _____ _____________ __________________ _____ _____________ _____

Due to financial institutions

31/12/2016 31/12/2015

Amount Proportion Amount Proportion

RMB (%) RMB (%)

Morgan Stanley Huaxin Fund Management

Company Limited 273.58 100.00 671.78 16.23_____________ _____ _____________ __________________ _____ _____________ _____

Customer deposits

31/12/2016 31/12/2015

Amount Proportion Amount Proportion

RMB (%) RMB (%)

Morgan Stanley Properties

(China) Co., Ltd. 100,193,463.67 10.46 120,697,861.63 9.66

Morgan Stanley Investment Consultancy

(Beijing) Company Limited 21,886,694.06 2.28 80,259,142.52 6.43

Morgan Stanley Information Technology

(Shanghai) Limited - - 9,266,124.83 0.74

Morgan Stanley Commodities Trading
(China) Limited 193,251,013.86 20.17 241,072,599.46 19.30

Morgan Stanley (China) Equity

Investment Management Co., Ltd 47,020,908.25 4.91 46,266,241.19 3.70

Others 273.58 - 33.62 -_____________ _____ _____________ _____

Total 362,352,353.42 37.82 497,562,003.25 39.83_____________ _____ _____________ __________________ _____ _____________ _____
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IX. RELATED PARTIES RELATIONSHIP AND TRANSACTIONS - continued

4. Unsettled amount of related transactions: - continued

Interest payable

31/12/2016 31/12/2015

Amount Proportion Amount Proportion

RMB (%) RMB (%)
Morgan Stanley Properties

(China) Co., Ltd. 291,416.57 14.20 420,880.02 6.99

Morgan Stanley Investment Consultancy

(Beijing) Company Limited 27,218.53 1.33 67,355.06 1.12

Morgan Stanley Information Technology

(Shanghai) Limited - - 10,900.57 0.18

Morgan Stanley Commodities Trading

(China) Limited 92,116.32 4.49 340,307.80 5.66

Morgan Stanley (China) Equity

Investment Management Co., Ltd 175,378.03 8.55 193,986.50 3.22

Others - - 0.07 -_____________ _____ _____________ _____

Total 586,129.45 28.57 1,033,430.02 17.17_____________ _____ _____________ __________________ _____ _____________ _____

Other assets

31/12/2016 31/12/2015

Amount Proportion Amount Proportion

RMB (%) RMB (%)

Morgan Stanley Asia Limited 31,573,399.35 91.29 18,095,155.43 84.02_____________ _____ _____________ __________________ _____ _____________ _____

Other liabilities

31/12/2016 31/12/2015

Amount Proportion Amount Proportion

RMB (%) RMB (%)

Morgan Stanley Management Service

(Shanghai) Limited 299,795.74 1.15 1,296,000.00 6.28_____________ _____ _____________ __________________ _____ _____________ _____

5. Compensation of key management personnel

2016 2015

Amount Proportion Amount Proportion

RMB (%) RMB (%)
Compensation of key

management personnel 9,220,138.00 24.75 4,625,911.52 13.14_____________ _____ _____________ __________________ _____ _____________ _____

Key management personnel are those who have the authority and responsibility for planning,

directing and controlling the activities of the Bank.
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X. RISK MANAGEMENT

1. Overview of risk management

(1) Overview of risks

The Bank is exposed to various risks in its business operations, especially the use of financial

instruments; risks are becoming diversified and complicated. The key risks faced by the Bank

are credit risk, liquidity risk, market risk and operational risk. Market risks include foreign

exchange risk and interest rate risk.

The Bank's risk management objectives are to achieve proper balance between risks and yield,

minimize the adverse impacts of risks on the Bank's performance, and maximize the benefits of

the Bank. Based on these risk management objectives, the Bank's basic risk management

strategy is to identify and analyze the industry's exposure to various risks, establish appropriate

bottom line for risk tolerance, implement risk management, and monitor these exposures to

ensure appropriate measurements are implemented on a timely and effective manner.

The Board of Directors of the Bank is responsible for establishing the Bank's overall risk

management strategies, monitoring and evaluating the Bank's risk management and internal

control system by Risk Committee, Senior Management Committee and other committees.

Under Risk Committee, the Bank has established the Loan Commitment Committee, Asset and

Liability Management Committee, Operational Risk Oversight Committee, and BCP

Committee to manage its credit, market, operational, liquidity and business contingency risks.

2. Credit risk

(1) Credit risk management

Credit risk arises when the borrower or counterparty fails to meet the required obligations in the

agreement on due date.

The Bank's credit exposure is mainly from corporate loan lending and interbank placements.

The Bank implements its credit risk management practices under the leadership of the

Risk Committee The was approved and annually reviewed by

Board and is the primary policy document that governs the credit risk management and control

framework, which includes descriptions on credit assessment, credit rating, loan classification,

country risk management, credit limit authorities and problem exposure management etc.

Credit Risk Department performs independent credit risk oversight and monitoring, including

the independent assessment, approval monitoring and control of credit risk for the Bank to

ensure credit risk taken is within the risk level set by the Board of Directors of the Bank.
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X. RISK MANAGEMENT - continued

2. Credit risk - continued

(2) Maximum credit risk exposure information

Without taking into account of any collateral held or any other credit enhancement, the

maximum credit risk exposure as of the balance sheet date is the carrying amount of financial

assets less impairment loss. The maximum credit risk exposure is disclosed below:

31/12/2016 31/12/2015

RMB RMB

On-balance sheet items

Loans and advances to customers 273,000,000.00 196,000,000.00
Inter-banks receivable 403,063,506.28 1,070,521,904.22

Include: Due from banks 103,063,506.28 315,969,904.20

Placements with banks and other financial
institutions 300,000,000.00 754,552,000.00

Financial assets at fair value through profit or loss 1,522,664,096.00 1,495,917,943.00

Interest receivable 38,623,839.00 28,977,740.29
Other financial assets 32,851,099.01 19,437,632.25_______________ ______________

Total on-balance sheet items 2,270,202,540.29 2,810,855,219.76_______________ ______________

Total off-balance sheet items 3,234,400.00 3,234,400.00_______________ ______________

Total 2,273,436,940.29 2,814,089,619.76_______________ _____________________________ ______________

Other financial assets include security deposit, fees etc.

Except for credit loans, certain credit enhancement measures such as guarantee, pledge are taken by

the Bank for other loans, off-balance sheet items etc., to mitigate credit risk exposure to an

acceptable level.
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X. RISK MANAGEMENT- continued

2. Credit risk - continued

(3) Loans and advances to customers and inter-banks receivable

Overdue and impaired

(i) As of 31 December 2016, the Bank has nil overdue or impaired loans and advances to

customers and inter-banks receivable. (31/12/2015: Nil)

(ii) Not overdue and not impaired

31/12/2016

Normal Total

RMB RMB

Loans and advances to customers

- Loans 273,000,000.00 273,000,000.00______________ ____________________________ ______________

Inter-banks receivable 403,063,506.28 403,063,506.28
______________ ____________________________ ______________

31/12/2015

Normal Total

RMB RMB

Loans and advances to customers

- Loans 196,000,000.00 196,000,000.00______________ ____________________________ ______________

Inter-banks receivable 1,070,521,904.22 1,070,521,904.22
______________ ____________________________ ______________

For loans and advances to customers and inter-banks receivable not overdue and not impaired, the

Bank has provided provision according to collective assessment.

(4) Financial assets at fair value through profit or loss

31/12/2016 31/12/2015

RMB RMB

Neither overdue nor impaired

Bonds held for trading 1,522,664,096.00 1,495,917,943.00______________ ____________________________ ______________

The investments in debt securities include mainly Government bonds, PBOC bills and financial
institution bonds held by the Bank.
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X. RISK MANAGEMENT- continued

2. Credit risk - continued

(5) Analysis on credit risk concentration of financial assets

The Bank manages credit risk concentration of financial assets by industry, relevant analysis

can be referred to Note VII, 6(2).

3. Liquidity risk

Liquidity risk is the risk of loss or bankruptcy arises from the Bank's failure to provide sufficient

funds for the decrease in liabilities or the increase in assets. Liquidity risk can also be caused by the

mismatch between the amount and maturity between assets and liabilities.

(1) Liquidity risk management

The Bank has set up liquidity risk management policy and procedures to identify and control the

short-term and long-term liquidity risk, ensure the Bank operates with prudent liquidity

environment, and at the same time also meet the ion funding.

The policy includes the following:

(i) The Bank closely monitors the structure of RMB and foreign currency position, term, limit,

and cost of maintaining liquidity.

(ii) The Asset and Liability Management Committee holds meeting monthly to review liquidity

risk and discusses the optimization of assets and liabilities structure.

(iii) The Bank has implemented liquidity stress test and submitted reports to the Asset and Liability

Management Committee on a monthly basis to ensure the Bank's orderly operation within one

year under the condition of market credit/liquidity crunch.

(iv) The Asset and Liability Committee reviews the assets and liabilities management report

( ALCO rep ensure the appropriate liquidity and funding

structures are in place.
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X. RISK MANAGEMENT- continued

3. Liquidity risk - continued

(2) Analysis on liquidity risk of non-derivative instruments

The following is the maturity analysis for assets and liabilities held by the Bank:

The following table presents the undiscounted remaining contractual cash flow of the Bank for non-

derivative financial assets and liabilities as at balance sheet date.

31/12/2016

Current Within

& overdue one month 1-3 months 3-12 months Over 1 year No maturity date Total

Financial assets

Balances with the Central Bank 197,516 - - - - 160,383 357,899

Due from banks 103,063 - - - - - 103,063

Placements with banks and other

financial institutions - - 3,549 303,433 - - 306,982

Financial assets at fair value

through profit or loss - 1,557,850 - - - - 1,557,850

Loans and advances

to customers - 98,603 1,897 118,803 65,109 - 284,412

Other financial assets - 31,416 - - - 1,435 32,851__________ _________ __________ __________ __________ __________ ___________

Total financial assets 300,579 1,687,869 5,446 422,236 65,109 161,818 2,643,057__________ _________ __________ __________ __________ __________ ___________

Financial liabilities

Due to banks and

other financial institutions - - - - - -  -

Assets sold with repurchase agreement - 90,047 - - - - 90,047

Customer deposits 6,746 586,741 43,901 325,745 - - 963,133

Other financial liabilities - 18,783 835 - - 2,014 21,632__________ _________ __________ __________ __________ __________ ___________

Total financial liabilities 6,746 695,571 44,736 325,745 - 2,014 1,074,812__________ _________ __________ __________ __________ __________ ___________

Net value 293,833 992,298 (39,290) 96,491 65,109 159,804 1,568,245__________ _________ __________ __________ __________ __________ _____________________ _________ __________ __________ __________ __________ ___________

31/12/2015

Current Within

& overdue one month 1-3 months 3-12 months Over 1 year No maturity date Total

Financial assets

Balances with the Central Bank 229,290 - - - - 187,538 416,828

Due from banks 317,529 - - - - - 317,529

Placements with banks and other

financial institutions - 454,577 3,685 10,531 306,983 - 775,776

Financial assets at fair value

through profit or loss - 1,521,256 - - - - 1,521,256

Loans and advances

to customers - 1,112 101,112 102,199 - - 204,423

Other financial assets - 18,099 - - - 1,435 19,534__________ _________ __________ __________ __________ __________ ___________

Total financial assets 546,819 1,995,044 104,797 112,730 306,983 188,973 3,255,346__________ _________ __________ __________ __________ __________ ___________

Financial liabilities

Due to banks and

other financial institutions 4 - - - - - 4

Sale for repurchase financial assets - 450,341 - - - - 450,341

Customer deposits 12,462 696,076 478,601 70,341 - - 1,257,480

Other financial liabilities - 17,710 720 - - 1,913 20,343__________ _________ __________ __________ __________ __________ ___________

Total financial liabilities 12,466 1,164,127 479,321 70,341 - 1,913 1,728,168__________ _________ __________ __________ __________ __________ ___________

Net value 534,353 830,917 (374,524) 42,389 306,983 187,060 1,527,178__________ _________ __________ __________ __________ __________ _____________________ _________ __________ __________ __________ __________ ___________
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X. RISK MANAGEMENT- continued

4. Market risk

Market risk refers -balance sheet and off-balance sheet business

foreign exchange

risk and interest rate risk. The Bank manages its market risk through limit control (including trading

limit, risk limit and stop loss limit), market risk measurement, monitoring and reporting, bond

market value comparison and market risk capital management. Market Risk Department is

responsible for monitoring market risk and report to Risk Management Committee on a regular

basis. The Bank has established and enhanced market risk limit management system, specified and

standardized the process and reporting of market risk management. The Internal Audit Department

performs audit on market risks management on a regular basis. The Bank has regularly performed

stress testing to evaluate the potential loss arising from market risk under specific adverse incident

in order to strengthen market risk management.

(1) Foreign exchange risk

The Bank is set up and operates in China, the Bank foreign currency business is mainly in USD

and HKD. The Bank's loans to customers are mainly in RMB and USD.

The Bank monitors the foreign exchange risk mainly through the management of exposure limits.

The following table presents the structure

liabilities by currencies as at balance sheet date:

31/12/2016

USD HKD Other currencies

RMB in RMB eqv. in RMB eqv. in RMB eqv. Total

Financial assets

Balances with the Central Bank 357,663 7 89 - 357,759

Due from banks 6,360 70,536 26,142 25 103,063

Placements with banks and

other financial institution 300,000 - - - 300,000

Financial assets at fair value

through profit or loss 1,522,664 - - - 1,522,664

Interest receivable 38,624 - - - 38,624

Loans and advances to customers 273,000 - - - 273,000

Other financial assets 1,435 31,414 2 - 32,851__________ _________ ________ _______ ___________

Total financial assets 2,499,746 101,957 26,233 25 2,627,961__________ _________ ________ _______ ___________

Financial liabilities

Due to banks and other

financial institutions - - - - -

Repurchase agreements 90,000 - - - 90,000

Customer deposits 958,227 - 37 - 958,264

Interest payable 2,052 - - - 2,052

Other financial liabilities 2,176 17,656 1,800 - 21,632__________ _________ ________ _______ ___________

Total financial liabilities 1,052,455 17,656 1,838 - 1,071,948__________ _________ ________ _______ ___________

Net open position 1,447,291 84,301 24,396 25 1,556,013__________ _________ ________ _______ _____________________ _________ ________ _______ ___________
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X. RISK MANAGEMENT- continued

4. Market risk - continued

(1) Foreign exchange risk - continued

31/12/2015

USD HKD Other currencies

RMB in RMB eqv. in RMB eqv. in RMB eqv. Total

Financial assets

Balances with the Central Bank 413,662 2,941 84 - 416,687

Due from banks 5,616 285,818 24,505 31 315,970

Placements with banks and

other financial institution 300,000 454,552 - - 754,552

Financial assets at fair value

through profit or loss 1,495,918 - - - 1,495,918

Interest receivable 28,966 12 - - 28,978

Loans and advances to customers 196,000 - - - 196,000

Other financial assets 1,435 17,998 4 - 19,437__________ _________ ________ _______ ___________

Total financial assets 2,441,597 761,321 24,593 31 3,227,542__________ _________ ________ _______ ___________

Financial liabilities

Due to banks and other

financial institutions 4 - - - 4

Asset sold with repurchase agreements 450,000 - - - 450,000

Customer deposits 1,190,405 58,638 43 - 1,249,086

Interest payable 5,975 42 - - 6,017

Other financial liabilities 18,166 464 1,713 - 20,343__________ _________ ________ _______ ___________

Total financial liabilities 1,664,550 59,144 1,756 - 1,725,450__________ _________ ________ _______ ___________

Net open position 777,047 702,177 22,837 31 1,502,092__________ _________ ________ _______ _____________________ _________ ________ _______ ___________

The following table illustrates the impact of 5% appreciation or 5% depreciation of the spot

exchange rate and forward exchange rate of RMB against all foreign currencies on owner's

equity of the Bank.

2016 2015

(Decrease)/ increase (Decrease)/ increase

in owner s equity in owner s equity
RMB 000 RMB 000

Appreciate by 5% (4,077) (27,189)

Depreciate by 5% 4,077 27,189

(2) Interest rate risk

Interest rate risk is the impact of change in market interest rate on fair value of financial assets

and liabilities of the balance sheet and interest income and expenses of the income statement

for the period. The Bank's foreign exchange business lending rates and large amount deposit

rates primarily fluctuates with while the RMB business lending and

deposit rates fluctuates within the permitted range provided by the PBOC. The inter-bank

placements and takings interest rates are determined by the market.
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X. RISK MANAGEMENT- continued

4. Market risk - continued

(2) Interest rate risk- continued

As of the balance sheet date, the interest-bearing assets and liabilities of the Bank are as

follows:

31/12/2016

Within 1 month 1-3 months 3-12 months 1-5 years Over 5 years Non-interest bearing Total

Financial assets

Balances with the Central Bank 357,663 - - - - 96 357,759

Due from banks 103,063 - - - - - 103,063

Placements with banks and

other financial institutions - 300,000 - - - - 300,000

Financial assets at fair value

through profit or loss 350,020 - 409,212 763,432 - - 1,522,664

Interest receivable - - - - - 38,624 38,624
Loans and advances to customers - 97,500 175,500 - - - 273,000

Other financial assets - - - - - 32,851 32,851_________ __________ _________ _________ _________ _________ _________

Total financial assets 810,746 397,500 584,712 763,432 - 71,571 2,627,961_________ __________ _________ _________ _________ _________ _________

Financial liabilities

Due to banks and

other financial institutions - - - - - - -

Repurchase agreements 90,000 - - - - - 90,000
Customer deposits 591,749 43,754 322,761 - - - 958,264

Interest payable - - - - - 2,052 2,052

Other financial liabilities - - - - - 21,632 21,632_________ __________ _________ _________ _________ _________ _________

Total financial liabilities 681,749 43,754 322,761 - - 23,684 1,071,948_________ __________ _________ _________ _________ _________ _________

Net open position 128,997 353,746 261,951 763,432 - 47,887 1,556,013_________ __________ _________ _________ _________ _________ __________________ __________ _________ _________ _________ _________ _________

31/12/2015

Within 1 month 1-3 months 3-12 months 1-5 years Over 5 years Non-interest bearing Total

Financial assets

Balances with the Central Bank 413,662 - - - - 3,025 416,687

Due from banks 315,970 - - - - - 315,970

Placements with banks and

other financial institutions 454,552 300,000 - - - - 754,552

Financial assets at fair value

through profit or loss - - 730,537 765,381 - - 1,495,918

Interest receivable - - - - - 28,978 28,978

Loans and advances to customers 98,000 98,000 - - - - 196,000

Other financial assets - - - - - 19,437 19,437_________ __________ _________ _________ _________ _________ _________

Total financial assets 1,282,184 398,000 730,537 765,381 - 51,440 3,227,542_________ __________ _________ _________ _________ _________ _________

Financial liabilities

Due to banks and

other financial institutions 4 - - - - - 4

Repurchase agreements 450,000 - - - - - 450,000

Customer deposits 706,098 474,112 68,876 - - - 1,249,086

Interest payable - - - - - 6,017 6,017

Other financial liabilities - - - - - 20,343 20,343_________ __________ _________ _________ _________ _________ _________

Total financial liabilities 1,156,102 474,112 68,876 - - 26,360 1,725,450_________ __________ _________ _________ _________ _________ _________

Net open position 126,082 (76,112) 661,661 765,381 - 25,080 1,502,092_________ __________ _________ _________ _________ _________ __________________ __________ _________ _________ _________ _________ _________
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X. RISK MANAGEMENT- continued

4. Market risk - continued

(2) Interest rate risk- continued

Interest rate sensitivity analysis

The following sensitivity analysis is based on the interest rates gap between the interest bearing

assets such as balances with the Central Bank; due from banks and other financial institutions;

financial assets at fair value through profit or loss, loans and other receivables and interest

bearing liabilities such as customer deposits and repurchase agreements as of the balance sheet

date. The upward and downward change of 50 basis points is used by management in evaluating

the possible changes in interest rates and the corresponding interest rate risks.

(i) Banking book

The following table illustrates from a profitability perspective, the impact of the increase or

decrease of the interest rate of all currencies by 50 basis points on the net interest income of the

banking book in next year. Banking book includes the interest bearing assets and interest bearing

liabilities except financial assets at fair value through profit or loss.

2016 2015

(Decrease)/ increase (Decrease)/ increase

in net interest income in net interest income

RMB 000 RMB 000

Increase by 50 basis points 177 214

Decrease by 50 basis points (177) (214)

(ii) Trading book

The following table illustrates from a economic value perspective, the impact of the increase

or decrease of the interest rate of all currencies by 50 basis points on the net assets of the trading

book in next year. Trading account mainly includes financial assets at fair value through profit

or loss.

2016 2015
(Decrease)/ increase (Decrease)/ increase

in net assets in net assets

RMB 000 RMB 000

Increase by 50 basis points (7,284) (10,816)

Decrease by 50 basis points 7,284 10,816
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X. RISK MANAGEMENT- continued

5. Capital adequacy

The Bank follows below principles in managing capital:

- To maintain a strong capital base and high-quality capital to support the development of its
business, and comply with the capital requirements set by the regulators;

- Adequately identify, measure, monitor, mitigate and control various risks to ensure the capital
level adapt to the level of risk and risk management.

Capital adequacy and the use of regulatory capital are regularly monitored by the Bank
management, employing techniques based on the guidelines developed by the Basel Committee and
implemented by the CBRC. The required information is filed with the CBRC on a quarterly basis.

Capital adequacy reflects the Bank's ability to maintain sustainable operation and resist the risks.
From 1 January 2013, in accordance with Regulation Governing Capital of Commercial Banks
(Provisional) and other relevant regulations promulgated by the CBRC, commercial banks are
required to comply with minimum capital requirements, i.e. minimum core tier 1 capital adequacy
ratio, tier 1 capital adequacy ratio and capital adequacy ratio of 5%, 6% and 8%, respectively.
Commercial banks are required to provide additional reserve capital which is 2.5% of risk-weighted
assets. Under some specific circumstances, commercial banks are required to provide
countercyclical buffer, which ranges from 0 - 2.5% of risk weighted assets. However, the CBRC
has yet to require countercyclical buffer for the time being. In addition, for systemically important
banks, a buffer requirement of 1% of risk weighted assets is required. The Bank is not categorized
as systemically important bank.

The Bank constantly monitors, analyses, reports capital adequacy result, and compares with the
management objectives to manage the capital adequacy ratio. The Bank has put in place various
measures, such as asset growth control, adjusting structure of risk assets, internal capital
accumulation, and capital injection, in order to ensure the capital adequacy ratios constantly satisfy
the regulatory requirements and internal management objectives, resist the potential risks and
support a sustainable development of business.

 
The Bank calculated capital adequacy ratio, tier 1 capital adequacy ratio and core tier 1 capital
adequacy ratio, in accordance with the Regulation Governing Capital of Commercial Banks
(Provisional) that is effective from 1 January 2013, as follows:

31/12/2016 31/12/2015
RMB RMB

Risk weighted assets 1,267,150 1,942,997
Include: Credit risk weighted assets 676,224 706,155

Market risk weighted assets 271,634 944,848
Operational risk weighted assets 319,292 291,994

Capital, net 1,543,647 1,484,040
Include: Core tier 1 capital 1,536,647 1,484,040

Other tier 1 capital - -
Tier 2 capital 7,000 4,000

Core tier 1 capital adequacy ratio 121% 76%
Tier 1 capital adequacy ratio 121% 76%
Capital adequacy ratio 122% 76%
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XI. FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

The valuation of the fair value is determined based on market related information and financial

instruments related information at a specific time. When determining the fair value of financial

instruments, the Bank considers the market price as the best approximation of the fair value of the

financial instruments for which there is an active market. For financial instruments of which the

market does not exist, the Bank adopts other valuation techniques to determine the fair value of

these financial assets and financial liabilities (details please refer to note IV).

The fair values of financial assets and financial liabilities are determined as follows

The fair values of financial assets and financial liabilities with standard terms and conditions

and traded on active liquid markets are determined with reference to quoted market prices

The fair values of other financial assets and financial liabilities (excluding derivative

instruments) are determined in accordance with generally accepted pricing models based on

discounted cash flow analysis or observable market prices

The fair value of derivative instruments are calculated using quoted prices. Where such prices

are not available, a discount cash flow analysis is performed using the applicable yield curve

for the duration of the instruments for non-optional derivatives, and option pricing models for

optional derivatives.

1. Financial assets and liabilities measured at fair value on a recurring basis

The following table illustrates the levels of

liabilities measured at fair value on a recurring basis as at the balance sheet date:

31/12/2016

Level 1 Level 2 Level 3 Total

RMB'000 RMB'000 RMB'000 RMB'000

Financial assets at fair value

through profit or loss - 1,522,664 - 1,522,664______________ ______________ ______________ ____________________________ ______________ ______________ ______________

31/12/2015
Level 1 Level 2 Level 3 Total

RMB'000 RMB'000 RMB'000 RMB'000

Financial assets at fair value

through profit or loss - 1,495,918 - 1,495,918______________ ______________ ______________ ____________________________ ______________ ______________ ______________

There were no transfers between Levels 1 and 2 in the year of 2016 and 2015.

The loss from changes in fair value of the Bank arising from financial assets at FVTPL was

RMB20,847,097.00 (2015: Gain of RMB12,188,473.00).
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XI. FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES - continued

1. Financial assets and liabilities measured at fair value on a recurring basis - continued

The Bank employs control processes to validate the fair value of its financial instruments, including

those derived from pricing models. These control processes are designed to assure that the values

used for financial reporting are based on observable inputs wherever possible. In the event that

observable inputs are not available, the control processes are designed to assure that the valuation

approach utilized is appropriate and consistently applied and that the assumptions are reasonable.

appropriateness by Morgan Stanley Group personnel with relevant expertise who are independent

from the trading desks.

Additionally, groups within the Finance, Market Risk and Credit Risk Departments that are

independent from the Trading Divisions participate in the review and validation of the fair values

generated from pricing models, as appropriate. Where a pricing model is used to determine fair

value, recently executed comparable transactions and other observable market data are considered

for purposes of validating assumptions underlying the model.

In the current year, the

bonds and financial institution bonds etc. These financial assets are valued using quoted prices in

active markets when available. To the extent quoted prices are not available, fair value is

determined based on a valuation model that has interest rate yield curves, cross-currency basis index

spreads, and country credit spreads for structures similar to the bond in terms of issuer, maturity

and seniority as inputs. These financial assets are generally categorised in Level 1 or 2 of the fair

value hierarchy.

2. Fair value of assets and liabilities that are not measured at fair value but fair value disclosures are

required

The assets and liabilities not measured at fair value in the balance sheet include: balances with the

Central Bank, due from banks, placements with banks and other financial institutions, loans and

advances to customers, interest receivable, due to banks and other financial institutions, repurchase

agreements, customer deposits, interest payable and etc.

The maturity term of assets and liabilities not measured at fair value at balance sheet date are within

1 year except loans and advances to customers. The maturity term of loans and advances to

customers are over 1 year and the floating rate is adopted. Accordingly, the fair values of assets and

liabilities not measured at fair value approximate the carrying amount as at balance sheet date.

XII. APPROVAL OF FINANCIAL STATEMENTS

The financial statements of the Bank were approved on 10 April 2017 by the Board of Directors.

* * END OF FINANCIAL STATEMENTS * *
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