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QLB 2015 Annual Report Excerpts 

I. Key notes 

1.1 The 2015 Annual Report Excerpts are copied from the full texts of the 
annual report. For more details, investors may read the full texts of the annual 
report published on the information disclosure platform designated by National 
Equities Exchange and Quotations (www.neeq.com.cn or www.neeq.cc). 

 

1.2 The Board of Directors, Supervisory Committee and the Directors, 
Supervisors and senior management of the Company confirm that the 
information in this report doesn’t bode any falsified recordings, misleading 
statements or material omissions and shall bear individual and joint liability 
towards its authenticity, accuracy, and comprehensiveness. 

 

1.3 All directors of the company attended the board meeting which is for 
deliberating this annual report. 

 

1.4 Ernst & Young Hua Ming LLP has audited the company’s financial 
statements and released a standard no-reserve-opinion audit report. 

 

1.5 Contact Information for the company: 

Secretary of Board of Directors: Zhao Xuejin 

Contact Line: 0531-86075850 

Email:boardoffice@qlbchina.com 

Company address: No. 176, Shunhe Street, Shizhong District, Jinan City. 

 

II. Main financial data and changes in shareholders 

2.1 Main financial data 

Unit: RMB 

 
2015(end) 2014(end) 

Variance of 
2015(end) over 
2014(end) (%) 

Total Assets 152,881,492,371 122,881,290,798 24.41% 

Net Assets Attributable to Shareholders of Listed 
Company 

9,959,573,493 7,195,231,580 38.42% 

Operating Revenue 4,231,789,486 3,531,232,952 19.84% 

Net Profits Attributable to Shareholders of Listed 
Company 

1,186,975,001 1,090,063,379 8.89% 

Net Profits Attributable to Shareholders of Listed 
Company with non-recurring gains and losses 
deducted 

1,154,043,871 1,131,299,100 2.01% 

Net cash flow occurred from business activities 19,531,155,587 17,954,602,730 8.78% 

Weighted Average ROE 13.76% 16.66% -17.41% 
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Basic Earnings Per Share(RMB/Share) 0.46 0.46 0.00% 

Diluted Earnings Per Share(RMB/Share) 0.46 0.46 0.00% 

Net Assets Per Share Attributable to 
Shareholders of Listed Company(RMB/Share) 

3.51  3.04  15.46% 

2.2 Performance of main profit indicators during the reporting period 

Unit: RMB 

Item Amount 

Total Profits 1,452,148,670 

Net Profits 1,196,468,204 

Operating Revenue  4,231,789,486 

Operating Expenditure 2,827,872,808 

Operating Profits 1,403,916,678 

Investment Returns 140,313,991 

Net Non-Operating Income and Expenditure 48,231,992 

Net Cash Flow from Business Activities 19,531,155,587 

Net Cash Flow Per Share From Business 
Activities(RMB/Share) 

7.50 

2.3 Main accounting and financial data and performance of financial 
indicators for the three years before the end of reporting period 

Unit: RMB 

Item 2015 2014 2013 

Operating Revenue 4,231,789,486 3,531,232,952 2,833,599,629 

Total Assets 152,881,492,371 122,881,290,798 94,003,628,220 

Deposits Balance 123,446,835,877 100,999,510,571 83,299,419,270 

Loan Balance 69,779,065,354 61,492,501,668 53,546,833,433 

Shareholders’ Equities 10,051,516,419 7,223,803,042 6,001,598,563 

Earnings Per Share(RMB/Share) 0.46 0.46 0.42 

Net Assets Per Share(RMB/Share) 3.54 3.05 2.53 

Cost-to-Income Ratio 35.97% 33.93% 36.77% 

ROE 13.85% 16.56% 17.71% 

Cost-Benefit Ratio 21.27% 24.75% 30.56% 

 

Note: 1. Deposit and loan balances are calculated based on the statistical 
definitions of CBRC. 

 

2. 2013 data are restated based on the corporate accounting standards 
amended in 2014. 
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2.4 Equity structure table 

Unit: Shares 

Nature of Shares 

Beginning-period Variance for 
current period 

(up+, down-) 

End-period 

Amount 
Ratio 

(%) 
Amount 

Ratio 

(%) 

Floating 
Shares 

Total floating shares 2,368,093,516 99.972 +86,608,503 2,454,702,019 86.410 

Of: Controlling shareholders, 
actual controller 

- - - - - 

Directors, Supervisors, 
Senior Managers 

218,826 0.009 -197,258 21,568 0.001 

Core Staff - - - - - 

Restricted 
Shares 

Total restricted shares 656,484 0.028 +385,391,497 386,047,981 13.590 

Of: Controlling shareholders, 
actual controller 

- - - - - 

Directors, Supervisors, 
Senior Managers 

656,484 0.028 +197,258 853,742 0.030 

Core Staff - - - - - 

Total equities 2,368,750,000 - +472,000,000 2,840,750,000 - 

Number of ordinary shareholders 4308 

 

2.5 Top 10 shareholding 

N
o. 

Name Nature 

Number of 
Shares by the 
beginning of 

period 

(shares) 

Shareholding 
Variance 

(shares) 

Number of 
Shares by 
the end of 

period 

(shares) 

Share-ho
ldi- ng by 
the end 

of 
period% 

Number of 
Restricted 
Shares by 
the end of 

period 

(shares) 

Number of 
Floating 

Shares by the 
end of period 

(shares) 

Pledged or 
froze 

shares 

(shares) 

1 Commonwealth Bank of 
Australia 

Overseas Legal 
Person 

473,750,000 +94,400,000 568,150,000 20.00 94,400,000 473,750,000 
0 

2 Jinan State-owned 
Assets Operation Co., 
ltd 

State-owned Legal 
Person 

422,500,000 0 422,500,000 14.87 0 422,500,000 
154,500,000 

3 
Yanzhou Mining Co.ltd 

State-owned Legal 
Person 

0 +246,210,000 246,210,000 8.67 246,210,000 0 
0 

4 Jinan West City 
Property Co.,Ltd 

State-owned Legal 
Person 

0 +183,170,000 183,170,000 6.45 0 183,170,000 
0 

5 
Jigang Group Co.,Ltd 

State-owned Legal 
Person 

117,000,000 0 117,000,000 4.12 0 117,000,000 
0 

6 Jinan City Economic & 
Development 
Investment Co.,Ltd 

State-owned Legal 
Person 

115,313,957 0 115,313,957 4.06 0 115,313,957 
105,500,000 

7 Shandong Jianbang 
Investment 
Management Co.,ltd 

Domestic 
non-state-owned 
legal person 

106,000,000 0 106,000,000 3.73 0 106,000,000 
96,900,000 

8 
Rizhao Steel Holding 
Group Co.,ltd 

Domestic 
non-state-owned 
legal person 

100,000,000 0 100,000,000 3.52 0 100,000,000 
0 

9 
Shandong Tri-Cel 
Property Co.,Ltd 

Domestic 
non-state-owned 
legal person 

99,000,000 0 99,000,000 3.48 0 99,000,000 
99,000,000 
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10 China National Heavy 
Duty Truck Group Co., 
Ltd. 

State-owned Legal 
Person 

70,500,000 +18,720,000 89,220,000 3.14 0 89,220,000 
0 

Total 1,504,063,957 +542,500,000 2,046,563,957 72.04 340,610,000 1,705,953,957 455,900,000 

 

2.6 Matrix on the property and controlling relationships among the 
company, controlling shareholders, and actual controllers 

The company has neither controlling shareholders nor actual controllers.  

 

III. Business management discussion and analysis 

3.1 Review of the business performance during the reporting period 

In 2015, economic growth domestically slowed down, cap of deposits interest 
rate was lifted, interest rate liberalization sped up, and financial 
disintermediation continued to deepen. Meanwhile, regulatory requirements 
were more rigorous, private banks developed rapidly, internet finance 
continued to blossom, and banking industry faced bigger challenges on 
business operation. We have all our staff follow the business guidelines of 
“Strict risk control, transformation acceleration, competition differentiation, and 
sound business development’ which is set by the board of directors, continue 
to deepen our business reform for transformation on business management, 
enhance marketing and stabilize our growth, and prevent and control risks for 
safeguarding our business fruits, steadily improving the overall business 
performance. 

 

(1)Asset businesses developed steadily and business structure got continuous 
optimization 

Up to end-2015, the bank’s total assets reached RMB 152.881 billion, up by 
RMB 30 billion or 24.41% over the end-2014; loan balance reached RMB 
69.779 billion1, up by RMB 8.287 billion or 13.48% over end-2014, the 
proportion of general loans in total loans was up by 10.11 percentage points1 
by moderately squeezing low-yield discount businesses; investment business 
balance reached RMB 50.329 billion, up by RMB 21.474 billion or 74.42% over 
end-2014, accounting 32.92% in the total assets, up by 9.44 percentage points, 
making it an important growth point for the Bank’s profitability; deposits 
balance reached RMB 123.447 billion1, up by RMB 22.447 billion or 22.23% 
over end-2014; a total of 28 issues of peer CD were issued for an amount of 
RMB 15.9 billion, widening further the liabilities resources. 

 

(2)Profitability went up steadily and growth from non-interest revenue was 
prominent 

In 2015, the Bank had operating revenue of RMB 4.232 billion, up by RMB 701 
million or 19.84% over end-2014.Benefiting from rapid development of WM 
and investment banking businesses, the Bank achieved net revenue of RMB 
391 million on fee income, up by RMB 117 million or 42.7% over end-2014. 
The proportion of fee income reached 11.01%, up by 2.14 percentage points 
over end-2014 with rapid growth momentum maintained. The Bank’s net 
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profits were RMB 1.196 billion, up by RMB 101 million or 9.27% over 
end-2014. 

 

(3) Transformation and innovation was in steady progress and service efficacy 
improved continuously 

I. The Bank continued to drive fintech and our corporate financing fast-tracking 
instrument was awarded as Quality Financial Products for Serving SMEs, 
holding firmly our market position in this market. The small and micro loans 
balance reached RMB 31.314 billion1, up by 14.22%, and is 0.93 percentage 
points over the average loan growth of the bank, realizing the target of “No 
Lower Than Three Targets”; II. We continued the improvement of channels 
such as online banking and mobile banking and launched direct banking, 
providing a grand new platform for cross-region marketing and building 
outside-QLB customer acquisition channels, having the bank receive the 
Award of 2015 Regional Commercial Bank Mobile Banking Best Safety; III. 
Our Gaoxin branch in Jinan received Provincial Youth Civilization Award and, 
from China Banking Industry Association, Standard Service Five-Star Outlet 
Award and Standard Service Model Corporations which is for 1000 
award-receivers. Our outlets in Liaocheng Development Zone, Donghuan, and 
Ganshiqiao received the Five-Start recommendation qualification with service 
capabilities recognized locally; IV. We had our outlets opened in county-level 
places and realized a rapid development on such. We launched multiples of 
products like consumption loans favoring farmers, business loans, and 
mortgage loans, etc.; we invested into Unionpay on businesses favoring 
farmers and deposit-withdrawing, effectively supporting the economic 
development in rural areas. 

 

(4)Optimized risk management means and assets quality was controllable 
holistically 

I. We improved the comprehensive risk management capability and 
comprehensive risk management governance structure, adjusted 
comprehensive risk management implementation plan, established project 
cluster management mechanism, drove internal rating building, enhanced the 
abilities on identifying and measuring customers’ credit risks as well as on risk 
return management, and enhanced credit fine management level; II. We 
continued the improvement of risk early-warning management, carried out the 
list management on large-amount credit customers, did risk review and special 
inspections on credits placed for special areas, used early warning functions of 
risk monitoring system, timely reviewed and identified risk customers, and 
rapidly dissolve hidden risks; III. We used “Snap Collection Season”, 
“Iron-Clasping Event” and other measures to enhance our efforts on the 
collection, making the asset quality reach the expected targets. UP to the end 
of 2015, the Bank had a NPL balance of RMB 1.525 billion, NPL ratio of 2.19%, 
coverage provisioning ratio of 171.03%, loan provisioning ratio of 3.74%, 
representing a controllable asset quality. 

 

(5)We successfully went public in NEEQ, effectively enhancing our capital 
prowess. 
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In the 1H15, our Bank became the first city commercial bank ever listed in 
NEEQ, successfully raising a fund of RMB 1.5 billion. This greatly boosted our 
capital strength and significantly improved our influence in the society and our 
competition in the industry. We developed a series of products themed as 
“QLB NEEQ+”, providing integrated services for the innovation development of 
SMEs listed in NEEQ and endeavoring to forge a new image as a partner bank 
for NEEQ listed companies. 

 
1
 The balance of deposit and loans are calculated according to the statistic 

standard set by CBRC. 

 

1. Main business analysis 

(1) Profit composition 

Unit: RMB 

Item 

Current period Same period last year 

Amount 
Variance 

Ratio 

Proportion 
in operating 

revenue 
Amount 

Variance 
Ratio 

Proportion 
in 

operating 
revenue 

Operating 
Revenue 

4,231,789,486 19.84% 
100.00% 

3,531,232,952 24.62% 100.00% 

Operating 
Expense 

2,827,872,808 31.75% 
66.82% 

2,146,364,979 34.09% 60.78% 

Operating 
Profits 

1,403,916,678 1.38% 
33.18% 

1,384,867,973 12.33% 39.22% 

Non-Operat
ing 
Revenue 

57,158,656 48.89% 
1.35% 

38,389,089 178.19% 1.09% 

Non-Operat
ing 
Expense 

8,926,664 -87.74% 
0.21% 

72,782,982 1599.25% 2.06% 

Net Profits 1,196,468,204 9.27% 28.27% 1,095,008,748 9.13% 31.01% 

Reasons behind the major changes on items: 

①In 2015, operating expenses reached RMB 2.828 billion, up by 31.75% 

over 2014 level. This is mainly because the macro economy slowed down and 
NPL went up. Against this backdrop, our bank enhanced our accrual on asset 
impairment loss and accrued RMB 1.035 billion for the whole-year assets 
impairment loss. 

②In 2015, the non-operating revenue was 57million, up by 48.89% over 

2014 level. This is mainly because of the increases from fixed assets disposal 
and fiscal incentives, etc. 

③ In 2015, the non-operating expense was RMB 89.267 million, down by 

87.74% over 2014 level. This is mainly because of the decrease of the 
expected accrual on liabilities. 

 

(2) Income composition 
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Unit: RMB 

Item Revenue for 
current period 

Proportion in 
operating revenue 

Revenue for last 
period 

Proportion in 
operating 
revenue 

Net interest revenue 3,682,995,213 87.03% 3,112,378,697 88.14% 

Handling fee and 
commission net 
revenue 

373,383,241 8.82% 247,106,770 7.00% 

Other net revenue 175,411,032 4.15% 171,747,485 4.86% 

Total 4,231,789,486 100.00% 3,531,232,952 100.00% 

 

Analysis by area: 

Unit: RMB 

Category/Item 
Revenue for 

current period 
Proportion in 

operating revenue 
Revenue for last 

period 
Proportion in 

operating 
revenue 

Jinan City Area 3,115,004,235 73.61% 2,470,533,666  69.96% 

Jinan County 222,018,456 5.25% 195,639,912  5.54% 

Outside of Jinan 894,766,795 21.14% 865,059,374  24.50% 

Total 4,231,789,486 100.00% 3,531,232,952 100.00% 

 

Reasons behind the changes of revenue composition: 

①Main reasons behind the increase of net interests revenue in 2015 over 

2014 level: I. Loan scale maintained a relatively rapid growth with the loan 
interest revenue increased by 4.68% over 2014 level; II. Our Bank endeavored 
on asset diversification in 2015, the investment balance saw a significant 
growth and the investment interest income increased by 74% correspondingly.  

② In 2015, our Bank’s handling fee and commission net revenue 

increased rapidly. It is mainly because our bank has been committing to the 
optimization of profitability structure, developing financial management, 
agency, distribution, bond underwriting and other business, and the income 
from the corresponding fees increased significantly. 

③The operating revenue in Jinan City area and Jinan County areas is fast, 

it is mainly because there are relatively more outlets in Jinan and the business 
scale was up. 

(3) Cash flow 

Unit: RMB 

Item Current Period Last period 

Net Cash Flow From Business Activities 19,531,155,587 17,954,602,730 

Net Cash Flow From Investment 
Activities 

-21,052,694,968 -11,004,974,207 

Net Cash Flow From Funding Activities 965,344,160 12,984,851 

Analysis on cash flow: 
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①The main reasons behind the changes on the net cash flow from 

investment activities are the increases on the available-for-sale financial 
assets and receivables investments: I. In the early 2015, based on the 
judgment towards a downward interest rate cycle, our bank increased the 
investments to bonds and such investments continued to increase in 2015 and 
the investments on available-for-sale financial assets increased; II. In 2015, to 
achieve assets diversification, we increased the investments into various 
non-standard businesses and increased the receivable investments. 

 

②The main reason behind the increase of net cash flow from funding 

activities is that our bank concluded capital increase in 2015. 

 

2. Asset-liabilities analysis 

Unit: RMB 

Item 

2015 end-period 2014 end-period Varianc
e of 

proporti
on to 
total 

assets 

Amount 
Variance 

Ratio 

Proportio
n to total 
assets 

Amount 
Variance 

Ratio 

Proporti
on to 
total 

assets 

Cash and Deposits 
in Central Bank 

25,868,613,106 12.70% 16.92% 22,952,732,283 24.09% 18.68% -1.76% 

Deposits in Peers 1,387,216,003 -17.85% 0.91% 1,688,691,452 -14.22% 1.37% -0.46% 

Redemptory 
Monetary Capital for 
Sale 

5,130,000,000 -30.70% 3.36% 7,403,100,000 307.53% 6.02% -2.66% 

Loans and 
Advances 

66,983,584,489 13.32% 43.81% 59,109,584,660 14.93% 48.10% -4.29% 

Available-for-sales 
Financial Assets 

17,491,980,840 79.90% 11.44% 9,723,424,130 17.39% 7.91% 3.53% 

Held-to-maturity 
Investments 

20,343,222,635 46.95% 13.31% 13,843,368,644 139.20% 11.27% 2.04% 

Receivables 
Investments 

11,411,633,539 182.24% 7.46% 4,043,216,986 80.11% 3.29% 4.17% 

Long-term Equity 
Investments 

938,270,245 9.28% 0.61% 858,601,411 13.49% 0.70% -0.09% 

Fixed Assets and 
Underway Projects 

662,985,390 3.20% 0.43% 642,443,533 29.06% 0.52% -0.09% 

Borrowings from 
Central Banks 

1,675,719,000 
168123.77

% 
- 996,125 -99.92% - - 

Peers and Other 
Financial 
Institutions Deposits 

1,112,482,394 -47.16% - 2,105,394,681 428.92% - - 

Financial Assets 
Sold for 
Repurchase 

13,155,600,000 42.38% - 9,239,500,000 2317.45% - - 

Deposits 123,327,192,639 21.94% - 101,134,932,996 21.43% - - 
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Total Assets 152,881,492,371 24.41% - 122,881,290,798 30.72% - - 

Reasons behind major changes on items of assets and liabilities: 

①Year-end balance of Redemptory Monetary Capital for Sale was RMB 5.13 

billion, down by 30.7% over end-2014 level. This is mainly because the Bank 
had moderately adjusted the asset-liabilities structure by moderately 
squeezing the low-interest assets. 

 

②Year-end balance of available-for-sale financial assets was RMB 17.492 

billion, up by 79.9% over end-2014 level; the held-to-maturity investments 
reached RMB 20.343 billion, up by 46.95% over end-2014 level. It is mainly 
because our bank made a judgment on a downward interest rate cycle in the 
early 2015 and increased the investments on bonds, thus the bonds 
investments increased in 2015. 

 

③Year-end balance of receivables investments reached RMB 11.412 billion, 

up by 182.24% over 2014 level. It is mainly because our bank increased the 
investments on various non-standard investment businesses in order to 
achieve asset diversification in 2015. 

 

④The reasons on relatively big changes on item of borrowing from central 

bank is that I. our bank applied a total of RMB 800 million PBOC agro-loans 
twice in 2015 for specifically using it on developing small and micro lending 
businesses; II. Central bank granted a foreign exchange reserve fund of USD 
120 million for supporting our lending business. 

 

⑤Year-end balance of deposits in peer and other financial institutions 

amounted to RMB 1.112 billion, down by 47.16% over the end-2014 level. It is 
mainly because of the abundance our funding and part of the interbank 
deposits are no longer in operating after expiration. 

 

⑥Year-end balance of Financial Assets Sold for Repurchase amounted to 

RMB 13.156 billion, up by 42.38%. It is mainly because the bank enjoys more 
finance flexibility through monetary market by setting up diversified 
counterparties in 2015. 

 

3. Analysis on investments 

(1)About holding subsidiaries and joint stock companies 

Unit: RMB 

External Investments End-Period 
Investments 

Shareholding% 

QLB(Zhangqiu) County Bank Co.,Ltd 50,903,608 41% 

Jining Bank Co.,Ltd 781,537,780 18.41% 

Dezhou Bank Co.,ltd 156,732,465 4.76% 

Shandong City Commercial Bank Alliance 
Co.,Ltd 

40,000,000 8.6% 
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City Commercial Bank Capital Liquidation 
Center 

400,000 1.33% 

China Unionpay Co.,Ltd 8,134,839 0.27% 

Total 1,037,708,692  - 

Note: As our bank’s subsidiary, QLB (Zhangqiu) County Bank Co., Ltd has its 
financial statements under consolidated statements management; equity 
method will be used for the financial statements of Jining Bank and Dezhou 
Bank, other entities will see an application of incorporating cost calculation and 
measurement into available-for-sale financial assets. 

 

(2)Entrusted WM and derivatives investments 

During the reporting period, there are no entrusted wealth management, 
entrusted loans, and derivatives investments beyond normal business scope. 

 

3.2 Voluntary disclosure 

1. Supplementary financial indicators up to end-period 

Item Targets End-2015 

CAR ≥10.5% 11.69% 

Tier-1 CAR ≥8.5% 10.54% 

Core Tier-1 CAR ≥7.5% 10.54% 

Liquidity Ratio ≥25% 48.81% 

LDR ≤75% 56.12% 

Interbank Lending 
Ratio 

Loans borrowed 
Ratio 

≤8% 0.00 

Borrowed Lent 
Ratio 

≤8% 0.00 

NPL ≤5% 2.19% 

Interest collection ratio - 96.43% 

Loan Concentration Ratio for Single 
Largest Customer 

≤10% 7.03% 

Credit-Placing Concentration Ratio for 
Single Group Customer 

≤15% 9.96% 

Loan Concentration Ratio for Top 10 
Customers 

≤50% 43.38% 

Return on Assets ≥0.6% 0.87% 

Return on Equity ≥11% 13.85% 

Provisioning Coverage Ratio ≥150% 171.03% 

Loan Provisioning Ratio ≥2.5% 3.74% 

Note: The cited data for the aforementioned indicators come from the financial 
statements and relevant notes disclosed in this report and are calculated 
based on CBRC’s statistical and indicator definitions. The specific calculation 
formulae are as follows:  
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1. CAR= Net Capital/Risk Weighted Assets×100%, calculated in line with what 
is stipulated in Administrative Measures of Capital for Commercial Banks( Trial 
Run) effective from 1 Jan 2013 and other applicable regulations. 

2. Tier-1 CAR= Tier-1 Net Capital/Risk Weighted Assets×100%  

3. Core Tier-1 CAR＝Core Tier-1 Net Assets/Risk Weighted Assets×100% 

4. Liquidity Ratio=Liquidity Assets/Liquidity Liabilities×100% 

5. LDR=Loan Balance/ Deposits Balance×100%, calculated in line with CBRC 
Notice on Adjustment of Calculation Definition of LDR in Commercial Banks, 
which took effective on 30 June,2014. 

6. Loan Borrowed Ratio=Loans Borrowed Balance/Deposits Balance×100%; 
Borrowed Lent Ratio= Borrowed Lent Balance/ Deposits Balance×100% 

7. NPL= (Substandard Loans+ Doubtful Loans+ Loss Loans)/Loans×100% 

8. Interest Collection Rate=(Interest Revenue－Increases on interests 

receivable for current year in the balance sheet－In-balance-sheet Interests 

wrote off)/ (Interests Revenue+ Increases on interests receivable for current off 

the balance sheet＋Off-balance-sheet Interests wrote off) ×100% 

9. Loan Concentration Ratio for Single Largest Customer= Total loans for the 
single largest customer/ net assets×100%  

10. Credit-Placing Concentration Ratio for Single Group Customer= Total 
credits placed for one single largest group customer/net assets×100% 

11. Loan Concentration Ratio for Top 10 Customers=Balance loans for top 10 
customers/net assets×100% 

12. Return on Assets=After-tax profits/Average assets balance×100%  

13. Return on Equity= After-tax profits/ (Owners’ equities + Minority 
Shareholders’ Equities) Average balance×100%  

14. Provisioning Coverage Ratio=Loan loss reserve/NPL balance×100% 

15. Loan Provisioning Ratio=Loan loss reserve/Loans balance×100% 

 

2. Assets composition and management 

(1) The calculation scope on CAR includes our Bank and the financial 
institutions our bank invests, according to Administrative Measures of Capital 
For Commercial Banks (Trial Implementation) by CBRC, directly or indirectly  

 

(2) CAR calculation results 

The table below includes the CAR results calculated by the end of the 
reporting period in line with Administrative Measures of Capital for Commercial 
Banks (Trial Implementation). 

Unit: RMB 

Item End-2015 Early-2015 
Variance In 
Reporting 

Period 

Net Assets 11,087,949,432 7,713,503,602 3,374,445,830 

Core Tier-1 Capital 10,012,292,462 7,219,577,679 2,792,714,784 
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Core Tier-1 Capital 
Deduction Items 

15,755,174 304,010,317 -288,255,143 

Net Core Tier-1 Capital 9,996,537,288 6,915,567,361 3,080,969,927 

Other Tier-1 Capital 2,125,572 960,430 1,165,142 

Other Tier-1 Capital 
Deduction Items 

0 0 0 

Net Tier-1 Capital 9,998,662,860 6,916,527,791 3,082,135,069 

Tier-2 Capital 1,089,286,572 796,975,811 292,310,761 

Tier-2 Capital Deduction 
Items 

0 0 0 

Credit Risk Weighted Assets 88,226,273,611 63,458,715,686 24,767,557,925 

Market Risk Weighted 
Assets 

62,104,839 254,782,562 -192,677,723 

Operational Risk Weighted 
Assets 

6,541,946,633 5,478,237,563 1,063,709,070 

Risk Weighted Assets Total 94,830,325,083 69,191,735,810 25,638,589,272 

Core Tier-1 CAR 10.54% 9.99% 0.55% 

Tier-1 CAR 10.54% 10.00% 0.54% 

CAR 11.69% 11.15% 0.54% 

 

(3)Calculation and measurement of risk weighted assets 

Our Bank conforms to Administrative Measures on Capital For Commercial 
Bank (Trial Implementation) to calculate and measure risk weighted assets: 
weighting method, standard approach and basic indicator method, respectively, 
is used on the calculation and measurement of credit risk weighted assets, 
market risk weighted assets, and operational risk weighted assets. Please 
refer to the above table for the risk weighed assets calculation and 
measurement results. 

 

(4) Our Bank’s implementation of Administrative Measures of Capital for 
Commercial Banks 

During the reporting period, our bank, in line with work deployment by CBRC 
and CBRC Shandong Office, steadily drove our work on compliance to the 
new capital management requirement. I. Based on our development plan, we 
proactively drove the capital raise for replenishing our Bank’s capital; II. We 
initiated the 2016-2018 Capital Plan to ensure the future CAR is maintained at 
a proper level; III. We continued the implementation of high-efficient capital 
constraint mechanism for periodically conducting assessment and forecasting 
on the bank’s CAR level, taking this as a basis for business scale development 
and for business structure; IV. We used Administrative Measures of QLB 
Internal Capital Adequacy Assessment Procedure to check and monitor our 
Bank’s capital adequacy procedure operation, conducted stress tests on CAR, 
and ensured an efficient coverage of capital on risks.  

 

3.3 Future prospects 
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1. Industry development trend 

Currently, China’s economy continues to slow, domestic industrial structure 
adjustment gradually speeds up, financial reform continues to advance, 
interest rate liberalization keeps on deepening, internet finance develops 
rapidly, private banks emerge quickly. Because of these elements and others, 
the peer competition is getting fierce day by day, the NPL situation is still grave, 
and the profitability space gets squeezed further and further, bringing about 
both big challenges to the business operation in the banking industry and new 
opportunities on business innovation and transformation development. Our 
Bank will take the favorable opportunities, such as economic innovation and 
development and a continuously-deepened financial reform, to further liberate 
minds on thinking creatively, to continue to drive transformation development, 
to endeavor to improve operation efficiency, to proactively foster core 
competitiveness, and to elevate brand value and shareholder value. 

 

2. Company development strategy 

Our bank will continue to adhere to the prospects of “becoming a competitive 
regional commercial bank” and focuses on two parts of “breakthrough 
development” and “strategic transformation” for significant improvement of risk 
management and control capabilities, IT service and HR management 
capabilities, enhancing marketing capability and legal person function, 
improving market stickiness, giving full play of the its presence in a provincial 
city, and trying to realize transitions from a business management model to a 
process-based bank model, from capital allocation model to an economic 
capital management model, and from acting as a service channel to a multiple 
channel model with different channels supplementing and coordinating with 
each other. The bank will also turn its profitability model into one featuring 
income structure diversification, and the type of its outlets into a retail 
marketing service type with focus on service and marketing. In 2016, our Bank 
will adhere to the work guidance featuring “Exploration and Innovation, 
Business Operation with differentiating features, Strict Control of Risks, 
Breakthrough Development”, reasonably coordinating all targets, deepen 
reform, continue the transformation, and consolidate foundations, for a better 
development. 

 

3.4 Risk Factors 

1. Risk factors continuing to the end of this year 

Our Bank is faced with various risks, such as credit risk, operational risk, 
market risk, liquidity risk, compliance risk, and reputational risk. During the 
reporting period, our Bank continued to improve the comprehensive risk 
management mechanism development, established and improved 
management mechanisms on various risks, enhanced system development, 
optimized management process, steadily drove risk management work on all 
fronts, and continuously improved the risk management level across the bank. 

 

(1)Comprehensive risk management 

In line with the comprehensive risk management plan arrangement, our bank 



14 
 

proactively drove the improvement of comprehensive risk management 
framework and implementation of work items regarding new capital 
agreement. 

 

①Enhanced the duty fulfillment by risk management executive committee. I. 

Formulated Administrative Measures of Risk Management Executive 
Committee on specifying organizational structure and member set-up and 
finalizing the duties of committee and rules of procedure; II. Organized regular 
meeting of risk management executive committee for deliberating related risk 
agendas and for improving risk management decision-making capability. 

 

② Compilied QLB Risk Appetite Statement and improved risk appetite 

mechanism. 

 

③ Implemented project cluster managmeent in comprehensive risk 

management plan. We established project cluster management mechanism 
and conducted managmeent on progress, quality, and file regarding project 
cluster every month.  

 

(2) Credit risk management 

Credit risk is the potential risks of loss when the Bank’s debtors or 
counterparties fail to fulfill the contractual obligations as agreed in the contract 
with the Bank. 

 

Affected by squeeze on overcapacity, economic restructuring, spread of risk in 
guarantor cycle, and private lending, credit risks were more diversified and 
complicated and it was harder to prevent and control the credit risks. Against 
the backdrop of such complicated and severe internal and external 
environments, our Bank endeavored to improve credit risk management work 
and to continue to enhance credit risk management& control measures. By 
end-2015, performance of all indicators on credit assets quality was within the 
expectation targets and we conducted the following key risk management work 
in 2015: 

 

①We drove the development of credit risk internal rating mechanism. We 

continued to optimize the non-retail internal rating mechanism, launched 
models covering public institutions and financial institutions, finished the 
development of non-retail internal rating mechanism, and had it operated 
steadily. We established retail internal rating mechanism, finished the 
development of the model for small and micro enterprises with credit exposure 
of RMB 5 million(included), had it successfully applied in the Bank’s annual 
rating, initiated the CTP project on retail scorecard, and developed personal 
application scorecard and finalized its application strategy. 

 

② Improved credit-placement business management mechanism. We 

formulated 2015 credit-placing policies, adjusted the non-local credit-placing 
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business policies, enhanced the limit managemnet on loans to key industries 
under our monitoring, and took customer rating result as a compulsory 
benchmark on credit access. In 2H15, we amended 2015 credit-placing 
policies in line with our business development needs, adjusted the limit on key 
industries under monitoring, amended Administrative Measures on QLB Peer 
Credit-Placing, Administrative Measures on QLB Credit Business Full Process 
Fine Management, Administrative Measures on QLB Unified Credit Placement, 
etc., continuously improving and standardizing credit-placing business. 

 

③Enhanced credit risk managmeent & control. We implemented the list 

management on large-amount credit-placing customers, enhanced risk 
management& control on large-amount credit customers; we carried out risk 
checking and special inspections into areas including mortgage business, 
non-local credit-placing business, automobile sales industry, equity pledge 
business,etc for reminding relevant business risks; we organized trainings on 
risk management on aspects of non-retail rating, post-loan management, and 
early warning management. 

 

④We improved system IT support. We launched non-retail internal rating 

system to apply it on internal rating for corporate clients; we optimized the peer 
credit-placing module in credit system; we launched the new version of 
post-loan inspection template and specify the items we need to inspect after 
credits are placed. 

 

(3)Operational risk management 

Operational risk is defined as the risk of loss resulting from inadequate or failed 
internal processes, people and systems or from external events. This definition 
includes legal risk, but excludes strategic and reputational risk. In 2015, we 
proactively promote the construction of operational risk management system, 
focusing on the following aspects: 

 

①We improved operational risk management mechanism by formulating 

Administrative Measures of QLB Operational Risk and Control 
Self-Assessment, Administrative Measures on QLB Key Risk Indicator, 
Administrative Measures on QLB Operational Risk Events,etc. 

 

②We finished the development of operational risk management system and 

launched it for trial use. 

 

③Durign the reporting period, we enriched management tools via case 

collection & analysis, process assessment, data mining internal control testing, 
etc. 

 

④We finished the IT comprehensive risk assessment, continued to improve 

the business continuity management level, modified business continuity 
management document, and finished business continuity rehearsal plan. 
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(4) Market risk management 

The market risk means the risk of loss for the bank’s internal and external 
businesses because of the adverse changes in market prices (interest rate, 
exchange rate, stock price and commodity price). In 2015, our market risk 
prevention and control measures are in place, and to better cope with the 
situation of market interest rate fluctuations. 

 

①We improved mechanisms and systems. We formulated Administrative 

Measures on QLB Market Risk Model Management and Administrative 
Measures on QLB Financial Instruments Market Value Re-Evaluation, further 
improving market risk management mechanism and standardizing business  
processes. 

 

②We monitored the implementation performance of market risk limit and 

stop-loss limit and transaction limit every day, we moitored fund business, 
bonds purchase and sales, wealth management, foreign exchange and 
rediscount business delegation, and enhanced market risk management & 
control. 

 

(5) Liquidity risk management 

The liquidity risk means the risk that although the bank is solvent, yet cannot 
response to the risk of the asset increase or pay the due debt by getting 
enough money in a timely manner or on a reasonable cost. In 2015, we have 
all the indicators of liquidity risk to achieve regulatory requirements, the overall 
liquidity is better. 

 

①Monitored liquidity risk indicators and limits every day and conducted 

liquidity stress test every quarter. 

 

②We optimized the functions of liquidity risk management IT system , adjusted 

business model and system parameters. We made liquidity gap duration more 
specific, did calculation in different stress test scenarios; we improved quality 
liquidity assets calculation functions, re-sort data storage format; we adjusted 
the parameters of the model on deposit stability rate.  

 

(6) Compliance risk management  

Compliance risk is defined as the risk of legal or regulatory sanctions, material 
financial loss, or loss of reputation that a bank may suffer as a result of its 
failure to comply with laws, regulations and rules. In 2015, we have carried out 
the following work on compliance risk management: 

 

① We continued to improve the compliance management mechanism, 

formulated Administrative Measures on QLB 2015 Branch/Sub-branch 
Business Compliance and Management and Administrative Measures on QLB 
Credit-Placing Business Accountability, we amended Administrative Measures 
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on QLB Internal Control Compliance Officer, enhanced compliance risk 
constraint and violation accountability, and improved compliance management 
organization structure. 

 

②We closely monitored the updates of regulatory policies, timely updated our 

own policies in line with the changes; we conscientiously implemented 
regulatory opinions and requirments and continuously optimized business 
management mechanism and processes. 

 

③We proactively conducted business inspections, enhanced problem tracking, 

rectification and violation accountability, and continuously improved 
compliance level on all businesses. 

 

④We organized compliance culture events, such as compliance training and 

compliance thematic speeches, so as to continuously improve staff’ 
compliance awareness. 

 

(7)Reputation risk management 

Reputation risk is the negative feedback of stakeholders caused by the 
operation, management, and other acts or events. 

 

Through checking the reputation risk in all business areas across the bank, 
and monitoring public opinions in the internet periodically, we continuously 
enhanced reputation risk management in 2015. 

 

2. New risk factors in the reporting period 

There are no new risk factors in the reporting period. 

 

IV. Matters regarding financial reports 

4.1. There are no changes on accounting policies, accounting evaluation, and 
accounting methods compared to financial statements in last year. 

4.2 No major accounting errors which require correction and retrospective 
restatement occurred in this year. 

4.3 Compared with financial statements last year, there are no changes on 
consolidation scope of the financial statements. 

4.4 Ernst & Young Hua Ming LLP issued a standard auditing report with no 
reserve opinions. 


