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Company Profile

China Cinda Asset Management Corporation, the predecessor of the Company, was the first asset
management company established in April 1999 pursuant to approval of the State Council to tackle the
financial crisis and maintain the stability of the financial system as well as to facilitate the reform of state-
owned banks and enterprises. In June 2010, China Cinda Asset Management Corporation was reorganized to
establish China Cinda Asset Management Co., Ltd. In April 2012, the Company received investments from four
strategic investors, namely the National Council for Social Security Fund of the PRC, UBS AG, CITIC Capital
Holdings Limited and Standard Chartered Bank. On December 12, 2013, the Company was successfully listed
on the main board of Hong Kong Stock Exchange and became the first asset management company in China
listed on the international capital market.

Our principal business segments include distressed asset management, financial investment and asset
management, as well as financial services. Distressed asset management is the core business of the Company.
The Company has 31 branches in 30 provinces, autonomous regions and municipalities in mainland China
and nine wholly-owned or non wholly-owned tier-one subsidiaries providing asset management and financial
services in China and Hong Kong. The Group has approximately 19,000 staff.

Our business strategy is to continue to develop and refine our differentiated business model and to deliver
sustainable and competitive returns to our Shareholders through further consolidating and extending our
leadership in the distressed asset management sector, actively developing our asset management business
and operating our diversified business platforms synergistically.

In 2014, the Company was awarded as the “The Best Listed Companies” in the “China Securities Golden
Bauhinia Awards” which was co-organized by Ta Kung Pao (Hong Kong) Limited, Listed Companies
Association of Beijing, Shanghai Association of Stock System Enterprises, Hong Kong Chinese Enterprises
Association, Chinese Securities Association of Hong Kong, Chinese Financial Association of Hong Kong and
Hong Kong Securities Institute.
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Definitions

In this annual report, unless the context otherwise requires, the following expressions have the following

meanings:

“AMC(s)”

“Articles”

“Board”

“Board of Supervisors”

“BOC”

“CBRC”

“CCB”

“China” or “PRC”

“Cinda Capital”

“Cinda Futures”

“Cinda Hong Kong”

“Cinda International”

“Cinda Investment”

“Cinda Leasing”

“Cinda P&C”

“Cinda Real Estate”

“Cinda Securities”

the four financial asset management companies approved by the State
Council, including our Company, China Huarong Asset Management
Co., Ltd, China Great Wall Asset Management Corporation and China
Orient Asset Management Corporation

the current articles of association of China Cinda Asset Management
Co., Ltd.

the board of directors of the Company

the board of supervisors of the Company

Bank of China Ltd. (FEIR1TH D BR A7)

China Banking Regulatory Commission (T EISR{T¥EEEELZE )
China Construction Bank Corporation (fF B2 & R1TR (D AR A 7))

the People’s Republic of China excluding, for the purpose of this
annual report, Hong Kong, Macau and Taiwan

Cinda Capital Management Co., Ltd. (S Z & ANEIE AR A A)

Cinda Futures Co., Ltd. (SiZHEABR A 7))

China Cinda (HK) Holdings Company Limited (7 BI15 & (& 8) =R AR
~a)), formerly known as Well Kent International Investment Company
Limited GEZEBRIEE HRAR])

Cinda International Holdings Limited ({51 BB %I A BR A &)

Cinda Investment Co., Ltd. (52 EGR A7)

Cinda Financial Leasing Co., Ltd. (5 & & @ EGR A7)

Cinda Property and Casualty Insurance Co., Ltd. ({SZ8MERBRKRNDAE
[ /NS])]

Cinda Real Estate Co., Ltd. ({5 ERMHD AR A R)

Cinda Securities Co., Ltd. ({(F3Z & F 7D BR A A)
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“Director(s)”

“First State Cinda Fund”

“H Share(s)”

“Happy Life”

“Hong Kong Stock Exchange”

“CBC”

“Jingu Trust”

“Listing Rules”

“MOF”

“(our) Company”

“(our) Group”

“Reporting Period”

“SFO”

“Share(s)”

“Shareholder(s)”

“Supervisor(s)”

“Zhongrun Development”

Definitions

director(s) of the Company

First State Cinda Fund Management Co., Ltd. (EERIEESEEGR
NG])|

ordinary share(s) in the share capital of our Company with nominal
value of RMB1.00 each, which are listed on the Hong Kong Stock
Exchange

Happy Life Insurance Co., Ltd. (& AR D BR A F])

The Stock Exchange of Hong Kong Limited

Industrial and Commercial Bank of China Co., Ltd. (FF B TR %
BRAF)

China Jingu International Trust Co., Ltd. (FE&REEREEERET
A7)

the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited, as amended from time to time

the Ministry of Finance of the PRC

China Cinda Asset Management Co., Ltd. (FE{E =B EEERMN AR
NS

China Cinda Asset Management Co., Ltd. and its subsidiaries
For the year ended December 31, 2014

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended from time to time

ordinary share(s) in the share capital of our Company with nominal
value of RMB1.00 each

holder(s) of the Share(s)
supervisor(s) of the Company

Zhongrun Economic Development Co., Ltd. (PB4 EZEREBRETA
Al)
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Important Notice

The Board, Board of Supervisors and Directors, Supervisors and Senior Management of China Cinda Asset
Management Co., Ltd. undertake that information in this annual report is true, accurate and complete and does
not contain any false representations, misleading statements or material omissions, and jointly and severally
take responsibility for its contents.

On March 27, 2015, the second meeting and the second regular meeting of 2015 of the Board considered
and adopted the 2014 Annual Report and the annual results announcement of the Company. There were 11
directors eligible to attend the meeting, of whom 11 attended in person.

The financial report for 2014 prepared by the Company according to the PRC GAAP and IFRS, respectively,
were audited by Deloitte Touche Tohmatsu Certified Public Accountants LLP and Deloitte Touche Tohmatsu in
accordance with the Chinese and International Standards on Auditing, respectively, and they have issued the
standard audit reports for the Company without qualified opinion.

The Board proposed distributing a cash dividend of RMB0.985 per 10 shares (tax inclusive) for 2014 to
Shareholders, which is subject to the approval at the annual general meeting for 2014.

Board of Directors of China Cinda Asset Management Co., Ltd.
March 27, 2015

The legal representative of the Company, Mr. HOU Jianhang, Vice President of the Company in charge
of finance, Mr. GU Jianguo, and the General Manager of the Finance and Accounting Department of the
Company, Mr. ZHANG Changyi guarantee that the financial statements in this annual report is true, accurate
and complete.

This report may contain forward-looking statements relating to risks and future plans. These forward-looking
statements are based on information presently available to us and from other sources which we consider to
be reliable. The forward-looking statements relating to the future events or the financial, business or other
performance of the Company in the future are subject to uncertainties which could cause the actual results
to differ materially. Investors are advised not to place undue reliance on these forward-looking statements.
Future plans involved in these forward-looking statements do not represent any guarantee made by the
Company to the investors. Investors are advised to pay attention to the investment risks.

For details of the major risks faced and the relevant measures taken by the Company, please see
“Management Discussion and Analysis — Risk Management” in this annual report.
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Corporate Information

Official Chinese name
Chinese abbreviation
Official English name
English abbreviation

Legal representative
Authorized representatives
Board Secretary

Joint company secretaries

Registered address

Postal code of place of registration

Website

Principal place of business in Hong Kong

Website of Hong Kong Stock Exchange for
publishing the H Share annual report

Place for maintaining annual reports available for
inspection

Place of Listing of H Shares
Stock Name
Stock Code

Share Registrar

Registration number of Business License as
Legal Person

2014 Annual Report

TREEEEEERNAERAA

REl(EE

China Cinda Asset Management Co., Ltd.
China Cinda

Hou Jianhang

Zang Jingfan, Zhang Weidong

Zhang Weidong

Zhang Weidong, Ngai Wai Fung

No. 1 Building, 9 Naoshikou Street, Xicheng District,
Beijing, the PRC

100031
www.cinda.com.cn

12/F, AlA Central, 1 Connaught Road Central,
Central, Hong Kong

www.hkexnews.hk

Board of Directors’ Office of the Company

The Stock Exchange of Hong Kong Limited

China Cinda

01359

Computershare Hong Kong Investor Services
Limited

(Address: Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East,

Wanchai, Hong Kong)

100000000031562

China Cinda Asset Management Co., Ltd.
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Corporate Information

Organization code 71092494-5
Registration number of Financial License JO004H111000001
Registration number of Tax Certificate Jing Shui Zheng Zi 110101710924945
Legal advisors as to PRC Law and Haiwen & Partners
the place of business 20/F, Fortune Financial Tower

5 Dong San Huan Central Road
Chaoyang District
Beijing, China

Zhong Lun Law Firm
36-37/F, SK Tower

6A Jianguomenwai Avenue
Chaoyang District

Beijing, China

King & Wood Mallesons

20/F, East Tower, World Financial Center
1 Dongsanhuang Central Road
Chaoyang District

Beijing, China

Fangda Partner

32/F, Plaza 66 Tower 1
1266 Nan Jing West Road
Shanghai, China

Legal advisors as to Hong Kong law and Davis Polk & Wardwell Hong Kong Solicitors
place of business 18/F, The Hong Kong Club Building
3A Chater Road
Central, Hong Kong

Li & Partners
22nd Floor, World-Wide House
Central, Hong Kong

International accounting firm and office address Deloitte Touche Tohmatsu
35/F, One Pacific Place, 88 Queensway,
Hong Kong

Domestic accounting firm and office address Deloitte Touche Tohmatsu Certified Public

Accountants LLP
30/F Bund Center
222 Yan An Road East
Shanghai, the PRC
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Financial Summary

The financial information contained in this annual report was prepared in accordance with the International
Financial Reporting Standards (the “IFRS”). Unless otherwise specified, the financial information herein is the
consolidated data of the Group and denominated in RMB.

As at and for the year ended December 31,

B 2013 2012 2011 2010

(in millions of RMB)

Income from distressed debt assets

classified as receivables 18,113.6 10,144.2 3,518.4 180.9 -
Fair value changes on distressed

debt assets 4,077.5 4,617.6 3,878.3 4,463.1 5,850.9
Fair value changes on

other financial assets 2,180.5 539.0 399.3 40.5 426.1
Investment income 9,116.5 7,043.8 6,528.8 5,779.3 4,834.8
Other income and other net

gains or losses 26,302.0 20,068.6 18,010.4 13,918.3 13,148.6
Total income 59,790.1 42,413.2 32,335.2 24,382.1 24,260.4
Impairment losses on assets (5,438.1) (6,153.3) (4,601.0) (536.5) (495.7)
Interest expense (15,961.1) (7,803.8) (3,697.6) (1,807.0) (1,366.3)
Other costs and expenses (20,634.4) (16,643.8) (14,901.5) (13,683.3) (12,940.6)
Total costs and expenses (42,033.6) (30,600.9) (23,200.1) (16,026.7) (14,802.6)

Change in net assets attributable to
other holders of consolidated

structured entities (1,909.9) (540.5) (151.5) 50.0 (6.1)
Share of results of associates 460.2 500.3 612.3 652.9 504.5
Profit before tax 16,306.7 11,7721 9,595.9 9,058.2 9,956.4
Income tax expense (4,164.0) (2,671.0) (2,378.7) (2,271.9) (2,453.8)
Net profit for the year 12,142.7 9,101.0 7,217.2 6,786.3 7,502.6
Profit attributable to:

Equity holders of the Company 11,896.2 9,027.3 7,306.3 6,762.8 7,399.0

Non-controlling interests 246.5 73.7 (89.1) 23.6 103.6
Assets
Cash and bank balances 43,891.2 57,059.1 42,726.3 27,187.2 33,772.6
Financial assets at fair value

through profit or loss 57,220.5 25,178.5 16,923.0 13,402.1 10,101.9
Available-for-sale financial assets 85,794.6 72,747.2 64,376.6 64,382.3 62,155.8
Financial assets classified

as receivables 180,913.1 116,662.7 51,195.1 12,149.8 —
Loans and advances to customers 80,224.7 48,636.4 25,041.5 9,447.9 2,508.4
Other assets 96,383.3 63,501.5 54,351.9 46,554.7 42,162.6
Total assets 544,427.4 383,785.4 254,614.4 173,124.0 150,701.4
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Financial Summary

As at and for the year ended December 31,

B 2013 2012 2011 2010

(in millions of RMB)

Liabilities
Borrowings from central bank 986.1 4,913.0 7,053.4 11,310.7 16,464.6
Accounts payable to brokerage clients 11,663.3 6,480.8 6,629.5 8,150.5 13,677.5
Borrowings 263,452.4 173,834.7 76,099.2 25,178.9 7,826.2
Accounts payable 13,891.2 22,8141 39,539.4 47,994.9 47,219.5
Bonds issued 43,694.9 13,285.0 12,534.6 495.0 —
Other liabilities 108,876.3 79,695.7 51,873.5 37,151.3 23,012.0
Total liabilities 442,564.1 301,023.3 193,729.6 130,281.3 108,199.9
Equity
Equity attributable to equity holders

of the Company 93,368.9 75,998.3 54,773.6 37,8183.1 37,025.3
Non-controlling interests 8,494 .4 6,763.8 6,111.2 5,029.6 5,476.2
Total equity 101,863.3 82,762.1 60,884.8 42,842.7 42,501.6
Total equity and liabilities 544,427.4 383,785.4 254,614.4 173,124.0 150,701.4

Financial indicators
Return on average shareholders’

equity™ (%) 14.0 13.8 15.8 18.1 25.5
Return on average assets® (%) 2.62 2.85 3.4 4.2 6.3
Cost-to-income ratio® (%) 24.0 26.2 29.7 35.2 30.8
Earnings per share® (RMB yuan) 0.33 0.30 0.25 0.27 0.32
Net assets per share® (RMB yuan) 2.58 2.50 1.90 1.50 1.47

Notes:

M

Return on average shareholders’ equity (ROE): Represents the percentage of profit attributable to the equity holders for the period in the
average balance of equity attributable to the equity holders of the Company as at the beginning and the end of the period.

Return on average assets (ROA): Represents the percentage of net profit for the period (including profit attributable to non-controlling interests)
in the average balance of total assets as at the beginning and the end of the period.

Cost-to-income ratio: Represents the ratio of the sum of employee benefits, depreciation and amortization and other expenses to total income
net of insurance costs, commission and fee expense, purchases and changes in inventories and interest expense.

Earnings per share: Represents the net profit attributable to equity holders of the Company during the period divided by the weighted average
number of shares.

Net assets per share: Represents the net assets attributable to equity holders of the Company at the end of the period divided by the weighted
average number of shares.

2014 Annual Report China Cinda Asset Management Co., Ltd.
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Chairman’s Statement

Under the complicated and challenging economic landscape in 2014, the Company seeked progress while
keeping performance stable and seized new opportunities arising from the new normal in China’s economic
development. We deepened internal reform by emphasizing innovation and risk management to maintain
satisfactory business growth. The Group recorded a net profit of RMB11.9 billion attributable to equity
holders of the Company, representing an increase of 31.8% when compared with the previous year. The
average return on total average assets and return on average shareholders’ equity were 2.62% and 14.0%,
respectively.

We linked to capital market and modernize corporate governance. 2014 was the first complete
operating year of the Company after its listing. The philosophy, regulation and mechanism of the capital market
were incorporated in the corporate governance of the Company and were reflected in the practices and
code of conducts of its operation at all levels of the Company. Through that, the mentality, business strategy
and market adaption ability of the Company were enhanced significantly and the corporate governance and
efficiency of decision making of the Company were further improved. Meanwhile, synergy within the Group also
enhanced. The Company had been selected as a constituent of various stock indices, including Hang Seng
China 50 Index and Hang Seng China Enterprises Index. The position of the Company in international capital
markets has been improving. The Company was recognized as one of the “Best Listed Companies” in the
Golden Bauhinia Awards of China Securities ceremony (FF Bl7E % & £/ 8%). The Company also won four prizes
in the annual report competition in 2013 by League of American Communications Professionals LLC.

We implemented our business development strategy to serve the real economy. In view of the new
normal and new trend in economic development, and the new pattern and features of the asset management
industry, the Company continued to diversify its distressed asset management operation, expanded its
distressed asset management business area and served the real economy with tailored and effective services.
The Company maintained its leading position in the traditional distressed asset management market by
increasing the acquisition size of traditional distressed assets. It has a open market share of more than 50%.
Exerting the expertise in the disposal of distressed assets and oriented by market demand, the Company
focused on the management of restructured distressed assets. Differentiated financial services are provided
for entities in various sectors to help eliminate short term liquidity problem. The Company focused on the
development of asset management business by making full use of scale and brand effect to enhance the
added-value of products. Leveraging on its professionalism, the Company participated in the mixed ownership
reform of state-owned enterprises and major equity investment projects and thus enhanced the integration
and optimization of resources. The Company also explored special investment opportunities and dominated
bankruptcy and restructuring of large enterprises and made contribution to prevent and eliminate regional
and systematic risks. Leveraging on our versatile business platform, we successfully promoted the synergy
effects of our various business sectors and provided customized financial solutions and differentiated asset
management services for customers.

2014 Annual Report China Cinda Asset Management Co., Ltd.
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Chairman’s Statement

We refined functional platform to improve overall operation advantages. Pursuant to regulatory
requirements, the Group improved its control by emphasizing Group management and focusing on the
management of its subsidiaries. The management practices and measures of subsidiaries were improved.
The Company enhanced the study of the financial sector and the capital management of the subsidiaries.
Allocation of resources was optimized to develop our leading business platform. The efficiency of the Group
was maximized through improvement of internal systems, promotion of synergy effects and marketization. The
Company promoted the development of its subsidiaries by creating favourable conditions and maximizing the
utilization of the business platform so as to improve their competitiveness and profitability and consolidate the
foundation for growth of the Group. The total net profit attributable to equity holders of the Company from
subsidiaries for the year was RMB3,302 million, representing a further increase of 55.75% as compared to the
previous year.

We intensified internal management to lay out a solid foundation for steady development. The risk
management system was further improved and comprehensive risk management has been put into practice.
We have developed new risk management philosophy for the management of assets and exploration of
economic capital management to enhance our risk control capacity. Technology was used to develop new
management tools for customer assessment, accounting, internal audit and internal control to improve the
effectiveness of our management system. Case study and staff training were further enhanced for the sharing
of risk management experience. The risk management skills of front line staff were enhanced. Risks were
identified and eliminated regularly. Our risk management system was further strengthened to clearly define the
accountability of the relevant staff, improve the risk control system and consolidate the management.

We realized our core values for the development of a excellent and responsible financial
institution. The Company developed its unique corporate culture and characteristics on the basis of
its core values to strengthen the confidence and loyalty of its staff so as to inspire the creativeness of the
staff of the Company. The concept of accountability was adopted in the development and implementation
of business strategies of the Company to prevent and eliminate any economic and financial risk so as to
maintain the stability of the society. We pushed forward the development of green finance to promote the
green development through the participation of energy-saving and environmentally-friendly projects. Striving to
become a responsible, modern financial institution, the Company has shown compassion to the people in need
by participating in relief activities such as providing humanitarian aid to earthquake victims and others in need.
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Chairman’s Statement

In accordance with the laws and the Articles, we have changed some of our directors and senior management.
In August 2014, Ms. Wang Shurong and Mr. Yin Bogin ceased to act as non-executive directors due to other
work arrangements and Mr. Li Honghui and Mr. Song Lizhong were appointed as new non-executive directors.
In January 2015, Mr. Xu Zhichao ceased to act as executive director and deputy president due to work
arrangements. On behalf of the Board, | would like to thank the resigned directors for their contribution to the
development of the Company, and | would like to express our warm welcome to the new directors.

2015 is the final year for completing our first five-year strategic plan since the restructuring of the Company,
and is also the starting year for our fourth five-year plan. The Company will step up efforts to carry out
reform and innovation, remain aggressive and innovative to adapt to the new economic normal, seize new
opportunities and ensure accomplishments in the coming year. As we successfully complete our first five-year
strategic plan, we need to formulate the plan for a new round of development to ensure a sustainable and
stable development for the Company in the long term, so as to secure steady and competitive returns for our

144

Chairman
HOU Jianhang

Shareholders.

March 27, 2015
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President’s Statement

President
ZANG Jingfan



President’s Statement

In 2014, in the face of the challenges arising from the complicated international financial environment and the
new normal in economic development in China, the Company seized the opportunities brought by its listing
and steadily carried out structural adjustment and business transformation. All business lines have been
growing steadlily, fulfilling the operating targets set by the Board.

Our operation performance improved steadily. While dealing with numerous challenges brought by
economic downturn, deepened financial disintermediation and rigorous competition among the industry,
the Company further strengthened its differentiated operation by capitalising on its leading position in the
industry and refining its performance evaluation systems to achieve a coordinated and sustainable growth
with high quality. At the end of 2014, the consolidated total assets of the Group amounted to RMB544.43
billion, representing an increase of 41.9% as compared to the end of previous year. Net profit for the year
amounted to RMB12.14 billion, representing an increase of 33.4% as compared to the previous year. Net profit
attributable to equity holders of the Company was RMB11.90 billion, representing an increase of 31.8% as
compared to the previous year.

Our advantages of core business were consolidated. Capturing the adjustment trend of national
economic structure adjustment and the needs for the disposal of distressed assets from financial institutions
and enterprises, we adjusted our business strategies, optimized asset structure and speeded up the
coordinated development of both financial distressed assets and non-financial distressed assets. Revenue
from distressed assets business of the Company of the year amounted to RMB31.50 billion and the costs of
newly acquired distressed debt assets amounted to RMB149.5 billion, representing a growth of 44.1% and
68.3% respectively as compared to the previous year. The new acquisition costs of financial distressed assets
amounted to RMB55.6 billion, for which we maintained a leading position in terms of open market share.
Acquisitions of non-financial distressed assets increased steadily, and we have successfully disposed of or
obtained dividend income from various equity assets.

Our business transformation achieved great success. Taking the three major opportunities, namely
the development opportunity driven from the benefits of reforms following the Third Plenary Session of the
18th Central Committee of the Communist Party of China, business opportunity arising from the structural
adjustment of the industry as well as the market opportunity during the economic cycle, we speeded up
the adjustment in business structure and business transformation with a focus on capital constraints. By
using various management tools, business resources were reallocated to business segments with higher
comparative revenue and marginal output. In 2014, the asset management business of our Group maintained
steady and rapid growth. Special situations investment showed steady progress and bankruptcy and
restructuring projects in relation to large enterprises had made a breakthrough. Moreover, we managed to
issue Guarantee Senior Notes of US$1.73 billion and financial bonds of RMB20 billion. As such, our operating
results were highly recognized by investors.

2014 Annual Report China Cinda Asset Management Co., Ltd.
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President’s Statement

Our risk management capability was further enhanced. With full attention to the changes of all risk
factors, we successfully struck a balance between business development and risk management by continuing
to strengthen the comprehensive risk management and control of risks. In 2014, the Company further
enhanced the development of risk culture, and risk awareness of all staff was evidently improved. Mechanisms
for acquisition, analysis, transmission and response to risk information have been enhanced, which have
significantly strengthened the capability of risk management. With proactive promotion of internal rating
system, the ability of front-line staff to identify risks has been enhanced efficiently. We further strengthened our
inspection and supervision on risks to ensure the effectiveness of risk prevention and security. We optimized
the risk evaluation system to facilitate our staff to balance business development and risk management.

Our management efficiency continued to improve. Focusing on the improvement in organization,
procedures and system, we consolidated our management foundation to increase management efficiency.
We adjust the organizations at the headquarters and further optimized the mechanisms of human resources,
staff training and incentive and restraint. The operation of accounting platform and establishment of multi-
dimensional management accounting system led to further improvement in the delicate management of
accounting. A series of technology transformation projects such as the disaster recovery and support base
and database of the Group were in sound progress. In addition, with our efforts in the promotion of corporate
culture and our brand, our competitive strengths and reputation in society continued to enhance.

Currently, the PRC economy has entered the critical period of adjustment and transformation. Development
of the financial industry has seen a new trend of deepened reform and faster innovation, and the external
operating environment has become more complicated and challenging. In this year, the Company will closely
monitor new changes in situations and policies and put more emphasis on maintaining sound operation,
reforms and innovation as well as risk management in order to improve development quality and efficiency. We
will strive to further refine our operating systems to boost the momentum of our business and promote steady
growth of our main business to better serve the real economy. We will also deepen reform and innovation to
increase the value of business platform. Our risk management will also be improved and consolidated, aiming
to achieve steady, coordinated and sustainable development of all businesses and fulfil all operating targets set

Hd

President
ZANG Jingfan

by the Board for better performance to reward our investors.

March 27, 2015
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Statement of Chairman of the Board of Supervisors

Chairman of the
Board of Supervisors

GONG Jiande



Statement of Chairman of the Board of Supervisors

In response to complicated and challenging economic conditions onshore and offshore, as well as the fierce
competition in the diversified market in 2014, the Company remained prudent and adopted integrated policies.
Insightful, innovative and proactive initiatives were taken to facilitate innovation, restructuring and business
transformation. It endeavored to maintain a balanced and optimized management control of the Group. Efforts
were also made to consolidate internal management and prevent risk for boosting its healthy development.
As such, steady growth in results was recorded, laying a solid foundation for its sound and sustainable
development.

Good internal control mechanism and risk management are crucial to safeguard the sound and continuous
development of the Company. Since the listing of the Company, the Board of Supervisors has placed its
focus on operation and development to facilitate strategic decision-making of the Board, efficient supervision
of the Board of Supervisors in compliance with laws and modern corporate governance mechanism of
senior management. Legal compliance was also strengthened. Meanwhile, it focused on the strategic and
comprehensive development of the Company and accurately identified the key areas of risk supervision.
In compliance with laws and regulations, the Board of Supervisors carried out supervision of performance,
finance, internal control, risks and strategies. With increasing supervision efficiency, the entire staff of the
Company was well aware of the importance of risk compliance. As such, its risk control capacity was
significantly enhanced. Coupled with the sound and stable capital efficiency ratio and provision coverage ratio,
the operation of the Company was on a positive development track.

Despite intense competition, the Company stands out from its peers by adhering to its missions. Ushering in
a new year, the Company will encounter opportunities and challenges in its operation and development under
the new norm of economic development. The Board of Supervisors will comply with laws and regulations and
fulfill its duties under the Articles in its pursuit of risk prevention and education. Emphasis will be placed on the
supervision of performance, finance and internal control. Safeguarding on its operation mechanism and team
construction, the Board of Supervisors will monitor the risk factors related to the profitability of the Company
and prevent system risks and regional risks in respect of operation and development. It will coordinate
internal supervision efforts and strive for optimal supervision and risk prevention with enhanced services, risk
awareness and integrity. By ensuring efficient supervision, the Board of Supervisors will also facilitate the
improvement of risk control, corporate governance and supervision of the Company for supporting its healthy
and sustainable development.
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Chairman of the Board of Supervisor
GONG Jiande

Y

March 27, 2015
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Management Discussion and Analysis

Economic and Regulatory Environment

The mounting international financial and commodity market fluctuations in 2014 were resulted from the growing
impacts of non-economic factors such as geopolitical factors on the financial market. The PRC government
maintained the consistency and stability of its macro regulations policies through deepening its extensive
reforms. Innovative austerity ideas and measures were introduced in line with the specific preliminary and
minor adjustments to its reforms. As such, steady economic and social development was maintained while
the economy performed within a reasonable range and positive changes were seen in the economic structure.
In addition, the PRC government put emphasis on addressing the risks of the financial sector and actively
established optimal risk mitigation systems and mechanisms.

The PRC economy has performed better since 2014 and accomplished the major goals and missions for the
year. There was steady growth in consumption and progressive improvement in import and export in each
quarter and slower growth in investment and consumer prices. The profitability of industrial enterprises saw
some improvement. The development of the PRC economy has been stable, progressing and improving in
general. However, affected by the combined impacts of “three stages of the economic cycle”, namely the
slowdown in economic growth, making difficult structural adjustments and absorbing the effects of previous
economic stimulus policies, the PRC economy was exposed to many difficulties and challenges. Meanwhile,
significant pressure of economic downturn remained, the aftermath of structural adjustment continued, the
difficulties in production and operation of some enterprises intensified, and the financial risks involving certain
areas and industries further escalated. In addition, risk exposure of the financial system escalated and the
amount of distressed assets continued to increase. Under these circumstances, stronger needs for risk
mitigation and increasing distressed asset transactions further liberalized the market.

On the one hand, the PRC government provided guidance for financial institutions to serve the real economy
and prevent corporate operational risks. The State Council convened several executive meetings in 2014 to
propose various measures such as the “New 10 Financial Rules of the State Council” (& @“#72 1 1£”), in order
to curb corporate financing cost and boost interaction between the financial sector and the real economy.
Furthermore, the PRC government prioritized risk mitigation for industries with excess production capacity.
Efforts were made to bring more opportunities for mergers and acquisitions of such industries and restructuring
of bankrupt enterprises.

On the other hand, the PRC government enhanced the management of bad debt write-off and the transfer and
disposal of non-performing loans of financial institutions. In view of the increase of the balance and ratios of
non-performing loans, the regulatory authority specifically required banks to strengthen their management of
such balance and ratios of non-performing loans by increasing disposal of non-performing loans. Distressed
asset market players seized the opportunities for market exploration and innovation in order to strengthen and
expand the connotation and extension of distressed asset business. Effective disposal of distressed assets
of the financial and non-financial sectors played an important role in ensuring the healthy and sustainable
economic and financial development.
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Management Discussion and Analysis

All in all, with a more advanced macro economy with complex division of labour and further rationalized
structure, financial institutions should understand and adapt to the new economic and regulatory environment
in accordance with government policies and guidance. The Company should strive for healthy and rapid
development by taking advantage of the transition from traditional growth points to new growth points of the
economy.

Analysis of Financial Statements

Operating Results of the Group

In 2014, the net profit attributable to equity holders of the Group amounted to RMB11,896.2 million,
representing an increase of RMB2,868.9 million, or 31.8%, as compared to the previous year. ROE and ROA
were 14.0% and 2.62%, respectively.

20 China Cinda Asset Management Co., Ltd. = 2014 Annual Report



Management Discussion and Analysis

For the year ended December 31,

Change in
2013 Change percentage
(in millions of RMB) (%)
Income from distressed debt assets
classified as receivables 18,113.6 10,144.2 7,969.4 78.6
Fair value changes on distressed
debt assets 4,077.5 4,617.6 (540.1) (11.7)
Fair value changes on other financial assets 2,180.5 539.0 1,641.5 304.5
Investment income 9,116.5 7,043.8 2,072.6 29.4
Net insurance premiums earned 7,443.0 5,771.9 1,671.1 29.0
Interest income 8,810.5 5,059.2 3,751.3 741
Revenue from sales of inventories 4,340.5 4,321.9 18.6 0.4
Commission and fee income 3,008.2 2,520.1 488.1 19.4
Net gains on disposal of subsidiaries
and associates 642.9 200.6 442.3 220.5
Other income and other net gains or losses 2,056.9 2,194.9 (138.1) (6.3)
Total income 59,790.1 42,413.2 17,376.9 41.0
Insurance costs (6,865.3) (5,018.8) (1,846.5) 36.8
Commission and fee expense (1,034.3) (869.4) (164.9) 19.0
Purchases and changes in inventories (2,824.0) (2,720.3) (108.7) 3.8
Employee benefits (4,600.6) (3,797.4) (803.1) 21.1
Impairment losses on assets (5,438.1) (6,153.3) 715.2 (11.6)
Interest expense (15,961.1) (7,803.8) (8,157.4) 104.5
Other expenses (5,310.2) (4,237.9) (1,072.3) 25.3
Total costs and expenses (42,033.6) (30,600.9) (11,432.6) 37.4
Change in net assets attributable to other
holders of consolidated structured
entities (1,909.9) (540.5) (1,369.5) 253.4
Share of results of associates 460.2 500.3 (40.1) (8.0
Profit before tax 16,306.7 11,7721 4,534.6 38.5
Income tax expense (4,164.0) (2,671.1) (1,492.9) 55.9
Net profit for the year 12,142.7 9,101.0 3,041.8 33.4
Profit attributable to:
Equity holders of the Company 11,896.2 9,027.3 2,868.9 31.8
Non-controlling interests 246.5 73.7 172.8 234.5
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Management Discussion and Analysis

Total Income

Income from Distressed Assets

Distressed asset business is the core business of the Group. The income from distressed assets is classified
on the basis of the nature of the assets including (1) income from distressed debt assets classified as
receivables, which is also known as income from debt restructuring; (2) fair value changes on distressed debt
assets, including realized gains or losses from disposal of distressed debt assets designated as at fair value
and unrealized fair value changes on such assets; (3) income from DES Assets, including dividend income and
net gains on disposal of DES assets, which is accounted for as investment income and net gains on disposal
of associates; and (4) net gains on disposal of assets in satisfaction of debt.

The table below sets out the components of the income from distressed assets for the years indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Income from distressed debt assets
classified as receivables 18,113.6 10,144.2 7,969.4 78.6
Fair value changes on distressed
debt assets 4,077.5 4,617.6 (540.1) (11.7)
Available-for-sale financial assets
investment income!" 4,488.3 4,995.4 (507.1) (10.2)
Net gains on disposal of assets
in satisfaction of debts® 231.0 363.9 (132.9) (36.5)
Total 26,910.4 20,121.1 6,789.3 33.7
Notes:
(1) Represents investment income from available-for-sale equity assets included in distressed asset management segment, including net gains

realized on disposal of and dividend income from such equity assets, which is included as investment income on our consolidated income
statement.

) Included in other income and net gains or losses on our consolidated income statement.
The income from distressed assets increased from RMB20,121.1 million in 2013 to RMB26,910.4 million in

2014, representing an increase of 33.7%, and accounting for 47.4% and 45.0% of the total income for 2013
and 2014, respectively.
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Management Discussion and Analysis

Income from Distressed Debt Assets Classified as Receivables

The income from distressed debt assets classified as receivables increased from RMB10,144.2 million in 2013
to RMB18,113.6 million in 2014, representing an increase of 78.6%, and accounting for 23.9% and 30.3%
of the total income for the respective periods. The increase in income and its proportion to the total income
were primarily due to the increase in distressed debt assets classified as receivables as a result of the rapid
development of this business. As at December 31, 2013 and 2014, the balance of the distressed debt assets
classified as receivables was RMB100,913.2 million and RMB167,464.3 million, respectively, representing an
increase of 65.9%.

Annualized return of monthly average balance of distressed debt assets classified as receivables decreased
from 13.5% in 2013 to 12.2% in 2014, primarily due to the enhancement of risk prevention and control,
by adhering to prudent policies, developing high-quality customers, focusing on structural adjustment and
intensifying the application of risk-mitigation tools while expanding business of the Company.

Fair Value Changes on Distressed Debt Assets

Fair value changes on distressed debt assets increased from RMB4,617.6 million in 2013 to RMB4,077.5
million in 2014, representing a decrease of 11.7%, and accounting for 10.9% and 6.8% of the total income
for 2013 and 2014, respectively. As at December 31, 2013 and 2014, the balance of distressed debt
assets designated as at fair value through profit or loss was RMB16,391.7 million and RMB42,302.0 million,
respectively.

The table below sets out the components of fair value changes on distressed debt assets for the years
indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Realized fair value changes 3,543.9 4,317.4 (773.5) (17.9)
Unrealized fair value changes 533.6 300.2 233.4 7.7
Total 4,077.5 4,617.6 (540.1) (11.7)
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Management Discussion and Analysis

The table below sets out fair value changes on distressed debt assets for the dates and years indicated.

As at and for the year
ended December 31,
(in millions of RMB)

December 31, 2012 7,960.2
Acquisition during the year 12,279.5
Disposal during the year (4,148.2)
Unrealized fair value changes 300.2
December 31, 2013 16,391.7
Acquisition during the year 31,5611.2
Disposal during the year (6,134.5)
Unrealized fair value changes 533.6
December 31, 2014 42,302.0

Fair value changes on distressed debt assets decreased by 11.7% in 2014 as compared to 2013, primarily
due to a decrease in the realized fair value changes on distressed debt assets, which represents the net
gains on disposal of such assets, by 17.9% from RMB4,317.4 million in 2013 to RMB3,543.9 million in 2014.
The decrease of the net gains from disposal of such assets was primarily due to most of the income from
distressed debt assets in 2014 was generated from the newly acquired distressed assets in the last two
years, and the acquisition cost of such newly acquired distressed assets increased for the intense market
competition; and the Company expedited the disposal schedule of such assets. The net return rate of such
assets of the Company decreased from 111.3% in 2013 to 62.1% in 2014. The IRR' remained relatively stable
and was 19.3% and 18.6% in 2013 and 2014, respectively.

Investment Income
The investment income increased from RMB7,043.8 million in 2013 to RMB9,116.5 million in 2014,

representing an increase of 29.4%, and accounting for 16.6% and 15.2% of the total income in 2013 and
2014, respectively.

! please see “— Business Overview” for the definition and details of the internal rate of return.
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Management Discussion and Analysis

The table below sets out the components of the investment income for the years indicated.

For the year ended December 31,

Change in
2013 Change percentage
(in millions of RMB) (%)
Net realized gains from disposal of
Available-for-sale financial assets 4,822.7 3,850.3 972.4 25.3
Interest income from investment
securities
Available-for-sale financial assets 865.7 596.5 269.2 451
Debt instruments classified as
receivables 2,011.8 426.1 1,685.7 372.1
Held-to-maturity investments 348.8 354.6 5.8) (1.6)
Dividend income
Available-for-sale financial assets 1,067.5 1,816.3 (748.8) (41.2)
Total 9,116.5 7,043.8 2,072.7 29.4

The investment income increased by 29.4% in 2014 as compared to 2013, primarily due to (1) an increase in
net gains from disposal of available-for-sale financial assets by RMB972.4 million, or 25.3%, from RMB3,850.3
million in 2013 to RMB4,822.7 million in 2014; and (2) an increase in interest income from investment securities
by RMB1,849.1 million, or 134.3%, from RMB1,377.2 million in 2013 to RMB3,226.3 million in 2014, mainly
due to significant increases in interest income from the investment in structured debt arrangements of the

Company and the investment in trusts and asset management plans of Happy Life.
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Management Discussion and Analysis

The table below sets out the components of investment income from the available-for-sale financial assets for
the years indicated.

For the year ended December 31,

Change in
2013 Change percentage
(in millions of RMB) (%)
Net realized gains on disposal of
available-for-sale financial assets 4,822.7 3,850.3 972.4 25.3
DES Assets of the Company 4,052.2 3,644.6 407.6 11.2
Others 770.5 205.7 564.8 274.6
Interest income from
available-for-sale financial assets 865.7 596.5 269.2 451
Dividend income from
available-for-sale financial assets 1,067.5 1,816.3 (748.8) (41.2)
DES Assets of the Company 436.1 1,350.8 (914.7) (67.7)
Principal equity investment of the
Company and others 631.4 465.5 165.9 35.6
Total 6,755.9 6,263.1 492.8 7.9
Note:
(1) Net realized gains on disposal of DES Assets under available-for-sale financial assets do not include net realized gains from disposal of interests

in associates included in DES Assets.

Investment income from available-for-sale financial assets increased by RMB492.8 million, or 7.9%, from
RMB6,263.1 million in 2013 to RMB6,755.9 million in 2014. Investment income from available-for-sale financial
assets, which is the main component of the investment income, accounted for 88.9% and 74.1% of the
total investment income in 2013 and 2014, respectively. Investment income from available-for-sale financial
assets includes (1) net realized gains on disposal of available-for-sale financial assets; (2) interest income from
available-for-sale financial assets; and (3) dividend income from available-for-sale financial assets.

Net Insurance Premiums Earned
The table below sets out the breakdown of the net insurance premiums earned for the years indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)

Gross written premiums 11,096.0 7,148.3 3,947.8 55.2

Less: Premiums ceded to reinsurers (3,488.4) (1,311.6) (2,176.8) 166.0
Change of unearned premium

reserves (164.6) (64.8) (99.8) 154.0

Net insurance premiums earned 7,443.0 5,771.9 1,671.1 29.0
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Management Discussion and Analysis

The gross written premiums increased by 55.2% to RMB11,096.0 million in 2014 from RMB7,148.3 million
in 2013, primarily attributable to an increase in gross written premiums by 84.7% from RMB4,107.2 million in
2013 to RMB7,587.1 million in 2014 as a result of the increase of capital of Happy Life, the improvement of its
operation and the launch of new insurance products.

The premiums ceded to reinsurers increased by 166.0% from RMB1,311.6 million in 2013 to RMB3,488.4
million in 2014, primarily because Happy Life increased the proportion of reinsurance to maintain its solvency
ratio in accordance with the regulatory requirement. As a result, the premiums ceded to reinsurers increased
by 195.8% from RMB1,109.0 million in 2013 to RMB3,280.1 million in 2014.

The change of unearned premium reserves increased by 154.0% to RMB164.6 million in 2014 from RMB64.8
million in 2013. Net insurance premiums earned increased by 29.0% to RMB7,443.0 million in 2014 from
RMB5,771.9 million in 2013, mainly because the increase in gross written premiums was partially offset by the
increase in premiums ceded to reinsurers and change of unearned premium reserves.

Commission and Fee Income
The table below sets out the components of the commission and fee income for the years indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Securities and futures brokerage 1, 207.1 1,013.8 193.3 19.1
Trustee services 553.1 754.7 (201.6) (26.7)
Consultancy and financial advisory 559.6 361.6 198.0 54.8
Fund and asset management business 277.7 213.7 64.0 29.9
Securities underwriting 323.7 115.9 207.8 179.3
Agency business 66.5 42.2 24.3 57.6
Others 20.5 18.2 2.3 12.6
Total 3,008.2 2,520.1 488.1 19.4

The commission and fee income increased by 19.4% to RMB3,008.2 million in 2014 as compared to
RMB2,520.1 million in 2013, primarily because:

Commission and fee income on consultancy and financial advisory increased by 54.8% from RMB361.6

million in 2013 to RMB559.6 million in 2014, primarily due to the increase of financial advisory projects of the
Company and the growth of industry analysis service of Cinda Leasing in 2014.
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Income of securities underwriting was primarily generated from Cinda Securities and Cinda Hong Kong. Such
income increased by 179.3% to RMB323.7 million in 2014 as compared to RMB115.9 million in 2013, primarily
due to the expansion of underwriting business of Cinda Securities.

Commission and fee income on securities and futures brokerage increased by 19.1% to RMB1,207.1 million
in 2014 as compared to RMB1,013.8 million in 2013, primarily due to the expansion of securities brokerage of
Cinda Securities.

Commission and fee income on fund and asset management business increased by 29.9% to RMB277.7
million in 2014 from RMB213.7 million in 2013, primarily due to the expansion of the fund and asset
management of Cinda Capital and First State Cinda Fund.

Fee income on trustee services consists primarily of fees for trust businesses of Jingu Trust. Such fee income
decreased by 26.7% to RMB553.1 million in 2014 as compared to RMB754.7 million in 2013, primarily due to

the reduction in the scale of trustee services as compared with 2013.

The table below sets out the components of the revenue and cost from sales of inventories for the years
indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Revenue from sales of inventories 4,340.5 4,321.9 18.6 0.4
Purchases and changes in inventories (2,824.0) (2,720.3) (103.7) 3.8
including:
Revenue from sales of properties
held for sales 4,194.0 4,132.8 61.2 1.5
Purchases and changes in properties
held for sales (2,706.2) (2,589.1) (117.0) 4.5
Gross profit from sales of properties 1,487.8 1,548.7 (55.8) (3.6)
Gross profit margin from sales
of properties (%) 35.5 37.4 (1.9) (5.0)

The revenue from sales of inventories increased by 0.4% to RMB4,340.5 million in 2014 as compared to
RMB4,321.9 million in 2013 and the purchases and changes in inventories increased by 3.8% to RMB2,824.0
million in 2014 as compared to RMB2,720.3 million in 2013. Due to the macro-control policies on the property
sector of China in 2014, revenue from sales of inventories was generally stable whereas purchases and
changes in inventories slightly increased, resulting in a slightly decrease in gross profit margin from sales of
properties from 37.4% in 2013 to 35.5% in 2014.
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Interest Income

The table below sets out the components of the interest income for the years indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Loans and advances to customers 6,191.5 3,224.4 2,967.1 92.0
Bank balances 1,861.5 1,242.2 619.3 49.9
Accounts receivable 361.0 362.2 (1.2) (0.3)
Placements with a financial institution 7.7 105.1 (27.4) (26.1)
Financial assets held under resale
agreements 236.8 28.9 207.9 719.4
Others™ 82.0 96.4 (14.4) (14.9)
Total 8,810.5 5,059.2 3,751.3 74.1

Note:

(1) Primarily consists of interest income from deposits with exchanges, including deposits held on behalf of the clients.

The interest income increased by 74.1% to RMB8,810.5 million in 2014 as compared to RMB5,059.2 million
in 2013, primarily due to an increase in interest income from loans and advances to customers, bank balances
and financial assets held under resale agreements.

The interest income from loans and advances to customers increased by 92.0% to RMB6,191.5 million in
2014 as compared to RMB3,224.4 million in 2013, primarily due to (1) an increase in interest income from
Cinda Leasing as a result of the increase in its average balance of interest-earning assets in line with its rapid
growth; (2) an increase in loans secured by pledges and entrusted loans granted by subsidiaries such as
Cinda Investment and Cinda Hong Kong; and (3) an increase in entrusted loans and loans secured by pledges
granted by consolidated structured entities.

The interest income from bank balances increased by 49.9% to RMB1,861.5 million in 2014 as compared

to RMB1,242.2 million in 2013, primarily attributable to Company’s enhanced capabilities of short-term cash
management.
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The interest income from financial assets held under resale agreements increased by 719.4% to RMB236.8
million in 2014 from RMB28.9 million in 2013, primarily attributable to the Company’s increased investment
in such assets to enhance capabilities of short-term cash management. As at December 31, 2013 and 2014,
financial assets held under resale agreements were RMB1,053.5 million and RMB11,454.2 million, respectively,
representing an increase of RMB10,400.7 million.

Other Income and Other Net Gains or Losses

The table below sets out the components of the other income and other net gains or losses for the years
indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)

Net gains on disposal of investment
properties 2911 679.1 (388.0) (67.1)
Net gains on disposal of other assets 231.0 363.9 (132.9) (36.5)
Net gains/losses on exchange differences 244 1 (565.7) 299.8 (538.6)
Rental income 289.6 454.9 (165.3) (36.3)
Revenue from hotel operation 482.3 386.8 95.5 24.7

Revenue from property management
business 234.3 186.2 48.1 25.8
Government grant and compensation 30.7 36.4 (5.7) (15.6)
Others 253.7 143.3 110.4 77.0
Total 2,056.8 2,194.9 (138.1) (6.3)

The other income and net gains or losses decreased by 6.3% to RMB2,056.8 million in 2014 as compared to
RMB2,194.9 million in 2013, primarily due to the decrease in net gains on disposal of investment properties by
Cinda Investment.

The net gains/losses on exchange differences increased by 538.6% to RMB244.1 million in 2014 from RMB-
55.7 million in 2013, primarily due to the foreign exchange settlement of the proceeds from the listing of the
Company in the end of 2013 in Hong Kong dollar and the exchange rate of Hong Kong dollar continued to
appreciate in 2014,
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Management Discussion and Analysis

The table below sets out the components of the total costs and expenses for the years indicated.

For the year ended December 31,

Change in

m 2013 Change  percentage

(in millions of RMB) (%)

Insurance costs (6,865.3) (5,018.8) (1,846.5) 36.8
Commission and fee expense (1,034.3) (869.4) (164.9) 19.0
Purchases and changes in inventories (2,824.0) (2,720.3) (103.7) 3.8
Employee benefits (4,600.6) (8,797.4) (803.1) 21.1
Business tax and surcharges (1,981.3) (1,233.9) (747.4) 60.6
Depreciation and amortization expenses (456.4) (443.8) (12.6) 2.8
Impairment losses on assets (5,438.1) (6,153.3) 715.2 (11.6)
Interest expense (15,961.1) (7,8083.8) (8,157.4) 104.5
Other expenses (2,872.5) (2,560.2) (312.3) 12.2
Total (42,033.6) (30,600.9) (11,432.7) 37.4

The total costs and expenses increased by 37.4% to RMB42,033.6 million in 2014 as compared to
RMB30,600.9 million in 2013, primarily due to increases in interest expenses, insurance costs and business tax

and surcharges.

Insurance Costs

The table below sets out the components of the insurance costs for the years indicated.

For the year ended December 31,

Change in

2013 Change percentage

(in millions of RMB) (%)

Reserves for insurance contracts (4,115.8) (3,025.0) (1,090.8) 36.1
Interest credited and policyholder

dividends (481.6) (388.3) (93.3) 24.0

Refund of reinsurance premiums 3,374.4 1,210.8 2,163.5 178.7

Other insurance expenses!” (5,642.3) (2,816.3) (2,826.0) 100.3

Total (6,865.3) (5,018.8) (1,846.5) 36.8

Note:

1) Consists primarily of claims incurred, surrender payments and general and administrative expenses.
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The insurance costs increased by 36.8% to RMB6,865.3 million in 2014 as compared to RMB5,018.8 million
in 2013, primarily due to the benefit payments of Happy Life under the long-term life insurance contracts and
increases in claims incurred and other expenses in line with the increased insurance premiums in 2014.

The refund of reinsurance premiums increased by 178.7% to RMB3,374.4 million in 2014 as compared to
RMB1,210.8 million in 2013, which was in line with the trend of increase in premiums ceded to reinsurers. The
increase was primarily due to the increase in the premiums ceded to reinsurers by Happy Life in 2014.

The other insurance expenses increased by 100.3% to RMB5,642.3 million in 2014 as compared to
RMB2,816.3 million in 2013, primarily due to the benefit payments of Happy Life under the long-term life
insurance contracts and increases in claims incurred and other expenses in line with the increased insurance
premiums in 2014.

Commission and Fee Expenses
The table below sets out the breakdown of the commission and fee expenses for the years indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Insurance sales (807.7) (682.6) (125.1) 18.3
Securities brokerage (150.5) (88.3) (62.2) 70.4
Others (76.1) (98.5) 22.4 (22.7)
Total (1,034.3) (869.4) (164.9) 19.0

The commission and fee expenses increased by 19.0% to RMB1,034.3 million in 2014 as compared to
RMB869.4 million in 2013, primarily due to the increases in commission and fees paid for insurance agency
services by Happy Life and Cinda P&C and the increases in commission and fees paid for securities brokerage
of Cinda Securities. The commission and fee expenses paid for insurance agency services increased by 18.3%
to RMB807.7 million in 2014 as compared to RMB682.6 million in 2013.
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Employee Benefit
The table below sets out the breakdown of the employee benefits for the years indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)

Wages or salaries, bonuses, allowances
and subsidies (3,615.1) (3,016.8) (598.3) 19.8
Social insurance (437.8) (844.9) (92.9) 26.9
Annuity Scheme (63.5) (30.0) (33.5) 111.7
Housing funds (168.6) (159.0) (9.6) 6.0
Labor union fees and staff education fees (124.3) (96.8) (27.5) 28.5
Others (191.3) (150.0) (41.3) 27.5
Total (4,600.6) (3,797.4) (803.2) 21.2

The employee benefits increased by 21.2% to RMB4,600.6 million in 2014 as compared to RMB3,797.4 million
in 2013, primarily due to the increases in (1) the total number of employees, (2) wages or salaries, bonuses,
allowances and subsidies as well as other costs for staff under the employee benefits. Wages or salaries,
bonuses, allowances and subsidies increased by 19.8% from RMB3,016.8 million in 2013 to RMB3,615.1
million in 2014,
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Impairment Losses on Assets
The table below sets out the principal components of the impairment losses on assets for the years indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Distressed debt assets classified
as receivables (2,744.4) (1,501.1) (1,243.3) 82.8
Available-for-sale financial assets (1,512.3) (4,007.0) 2,494.7 (62.3)
Loans and advances to customers (856.5) (503.3) (353.2) 70.2
Inventory (82.9) - (82.9) -
Debt securities classified as receivables (60.4) 2.3 (62.7) (2,726.1)
Interests in associates (60.4) - (60.4) -
Property and equipment (17.3) - (17.3)
Account receivables (5.7) (7.2) 1.5 (20.8)
Others (98.2) (137.0) 38.8 (28.3)
Total (5,438.1) (6,153.3) 715.2 (11.6)

The impairment losses on assets decreased by 11.6% to RMB5,438.1 million in 2014 as compared to
RMB6,153.3 million in 2013, primarily due to the decrease in provision for impairment losses on available-for-
sale financial assets.

The impairment losses on distressed debt assets classified as receivables increased by 82.8% to RMB2,744.4
million in 2014 from RMB1,501.1 million in 2013, primarily due to the increase in the balance of distressed debt
assets classified as receivables from RMB100,913.2 million in 2013 to RMB167,464.3 million in 2014 and the
allowance for impairment losses which is collectively assessed increased accordingly.

The impairment losses on available-for-sale financial assets decreased by 62.3% to RMB1,512.3 million in

2014 as compared to RMB4,007.0 million in 2013, primarily due to the fact that stock market performance of
A shares in 2014 was stronger than that of 2013 and the stock prices of most listed DES Companies rose.
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Interest Expense
The table below sets out the principal components of the interest expense for the years indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)

Borrowings from central bank

wholly repayable within five years (32.5) (115.7) 83.2 (71.9)
Accounts payable to brokerage clients (26.6) (20.4) (6.2) 30.4
Financial assets sold under repurchase

agreements (305.7) (396.3) 90.6 (22.9)
Borrowings

wholly repayable within five years (13,430.2) (6,004.4) (7,425.8) 123.7

not wholly repayable within five years (25.8) (44.0) 18.2 (41.4)
Amount due to the MOF (875.8) (591.5) 215.7 (36.5)
Bonds issued (1,489.0) (685.3) (903.7) 154.4
Placements from banks and

a financial institution (275.5) (46.2) (229.3) 496.3
Total (15,961.1) (7,803.8) (8,157.3) 104.5

The interest expense increased by 104.5% to RMB15,961.1 million in 2014 as compared to RMB7,803.8
million in 2013, primarily due to the increases in interest expense on the borrowings and bonds issued resulting
from the increased borrowings for the rapidly developing core businesses.

The interest expense on borrowings increased by 122.5% to RMB13,456.0 million in 2014 as compared to
RMB6,048.4 million in 2013, primarily due to (1) an increase in the borrowings from banks and other financial
institutions to support the growing acquisitions of distressed assets classified as receivables; and (2) an
increase in borrowings by Cinda Leasing and Cinda Investment to support the growth of their businesses.

The interest expense on bonds issued increased by 154.4% to RMB1,489.0 million in 2014 as compared to
RMB585.3 million in 2013, primarily due to (1) the financial bonds of RMB10 billion and RMB20 billion issued in
October 2012 and May 2014 by the Company, respectively; and (2) 5-year and 10-year fixed rate Guaranteed
Senior Notes with principal of USD1,000 million and USD500 million issued by a wholly-owned subsidiary of
Cinda Hong Kong, a subsidiary of the Company, in May 2014.
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Income Tax Expense
The table below sets out the income tax expense for the years indicated.

For the year ended December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Profit before tax 16,306.7 11,772.0 4,534.7 38.5
Income tax expense (4,164.0) (2,671.1) (1,492.9) 55.9
Effective tax rate (%) 25.5 22.7 2.8 12.3

The income tax expense increased by 55.9% to RMB4,164.0 million in 2014 as compared to RMB2,671.1
million in 2013, primarily due to an increase in the taxable income. In 2013 and 2014, the effective tax rates
were 22.7% and 25.5%, respectively. The increase in the effective tax rate in 2014 was primarily due to the
decrease in non-taxable items of the Company as compared to 2013 and the fact that deferred tax assets of
certain subsidiaries could not meet the criteria for recognition.

Segment Results of Operations

We report the financial results in three segments: (1) distressed asset management business, such as
distressed debt asset management, management of DES Assets and custody, liquidation and restructuring
services for distressed entities; (2) financial investment and asset management business, such as principal
investment, asset management (private equity fund) and the consulting and financial advisory services by the
Company, Cinda Investment and Cinda Hong Kong; and (3) financial services business such as securities and
futures, trusts, financial leasing, fund management and insurance, which were conducted mainly through our
subsidiaries.
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Financial summary of our business segments:

Total income
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Profit before tax
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The following table sets forth the segment financial positions of the Group as at the dates and for the years
indicated.

For the year ended December 31,

B oo BT oo BTN oo BTN oo BEEEN  aw

Distressed asset Financial investment
management and asset management  Financial services Elimination Consolidation
(in millions of RMB)
Total income 314951 21,8498 12,1669 89768 17,5340 12,1339  (1,405.9) (547.4) 59,7901 42,4132
Percentage of total (%) 5.7 515 203 212 29.3 28,6
Total costs and
BXpenses (20,065.1)  (13,590.4)  (7,477.0)0  (5,853.2) (15,336.0) (11,635.9) 844.5 4786 (42,033.6)  (30,600.9)
Profit before tax 11,496.4 8,314.3 3,515.2 3,011.7 1,856.6 514.9 (661.5) 68.8)  16,306.7 11,7721
Percentage of total tax
(%) 705 70.6 21,6 25.6 1.4 44
Profit margin (%) 36.5 38.1 28.9 33.5 10.6 42 2713 218
Return on net assets
before tax (%) 253 26.0 1.7 1.9 10.1 3.6
As at December 31,
B o B oo BEDE o BEEDE  on IEEDE  on
Distressed asset Financial investment
management and asset management  Financial services Elimination Consolidation
(in millions of RMB)
Total assets 3209735 2286039 1108602 72,7764 1235604 86,2482  (10966.7)  (3,843.1) 5444274  383,785.4
Percentage of total (%) 59.0 59.6 20.4 19.0 2.7 22.5
Net assets 51,6197 392370 31,3120 289982 22,0846 14,5551 (3,153.0) (28.2) 1018633  82,762.2
Percentage of total (%) 50.7 474 30.7 35.0 21.7 17.6
Note:
(1) Return on net assets before tax refers to profit before tax divided by the average of net assets at the beginning and end of the period.

Distressed asset management is our core business and one of our principal income contributors. In 2013
and 2014, the income generated from distressed asset management accounted for 51.5% and 52.7% of our
total income, respectively, and the profit before tax generated from distressed asset management accounted
for 70.6% and 70.5% of our total profit before tax, respectively. As at December 31, 2013 and 2014, the
total assets of our distressed asset management accounted for 59.6% and 59.0% of our total assets and
the net assets of our distressed asset management accounted for 47.4% and 50.7%, of our total net assets,
respectively.

The profit contribution from the financial investment and asset management services remained stable in 2013
and 2014, accounting for 25.6% and 21.6% of the total profit before tax of the Group, respectively. In 2013
and 2014, the profit margin of this segment accounted for 33.5% and 28.9%, respectively, and average
annualized return on net asset before tax were 11.9% and 11.7%, respectively.
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As a key component of the Group and an important cross-selling driver, the financial services segment
benefited from our synergistic and diversified operations and management strategies. The total income and
profit before tax of the segment in 2014 increased by 44.5% and 260.6% from 2013, respectively.

Please see “— Business Overview” for the details of the development of each of the business segments.

Summary of Statement of Financial Position

As at December 31, 2013 and 2014, the total assets of the Group amounted to RMB383,785.4 million
and RMB544,427.4 million respectively, representing an increase of 41.9%. Total liabilities amounted to
RMB301,023.3 million and RMB442,564.2 million respectively, representing an increase of 47.0%. Total equity
amounted to RMB82,762.1 million and RMB101,863.3 million respectively, representing an increase of 23.1%.

The table below sets forth the major items of balance sheet for as at the dates indicated.

2014 | 2013
Percentage Percentage
Amount (%) Amount (%)

(in millions of RMB)

Assets
Cash and bank balances 43,891.2 8.1 57,059.1 14.9
Financial assets at fair value through

profit or loss 57,220.5 10.5 25,178.5 6.6
Available-for-sale financial assets 85,794.6 15.8 72,747.2 19.0
Financial assets classified as receivables 180,913.1 33.2 116,662.7 30.4
Loans and advances to customers 80,224.7 14.7 48,636.4 12.7
Other assets 96,383.3 17.7 63,501.5 16.5
Total assets 544,427.4 100.0 383,785.4 100.0
Liabilities
Borrowings from central bank 986.1 0.2 4,913.0 1.6
Accounts payable to brokerage clients 11,663.3 2.6 6,480.8 2.2
Borrowings 263,452.4 59.5 173,834.7 57.7
Accounts payable 13,891.2 3.1 22,8141 7.6
Bonds issued 43,694.9 9.9 13,285.0 4.4
Other liabilities 108,876.3 24.6 79,695.7 26.5
Total liabilities 442,564.1 100.0 301,023.3 100.0
Equity
Equity attributable to equity holders

of the Company 93,368.9 91.7 75,998.3 91.8
Non-controlling interests 8,494 .4 8.3 6,763.8 8.2
Total equity 101,863.3 100.0 82,762.1 100.0
Total equity and liabilities 544,427.4 383,785.4
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Assets

Cash and Bank Balances

Cash and bank balances primarily consist of cash, our bank deposits and deposits that Cinda Securities holds
on behalf of its customers in the securities brokerage business with banks and other financial institutions. As at
December 31, 2013 and 2014, cash and bank balances amounted to RMB57,059.1 million and RMB43,891.2
million, respectively, representing a decrease of 23.1%.

Financial Assets at Fair Value through Profit or Loss
The financial assets at fair value through profit or loss are divided into two categories, including held-for-trading

financial assets and financial assets designated as at fair value through profit or loss.

The table below sets forth the principal components of financial assets at fair value through profit or loss as at
the dates indicated.

As at December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)

Held-for-trading financial assets
Debt securities 7,064.7 4,096.6 2,968.1 72.5

Equity instruments listed or traded
on exchanges 2,409.9 736.0 1,673.9 227.4
Mutual funds 1,505.1 1,097.3 407.8 37.2
Derivatives 17.4 18.0 (0.6) (8.3)
Subtotal 10,997.1 5,947.9 5,049.2 84.9

Financial assets designated as at

fair value through profit or loss
Distressed debt assets 42,302.0 16,391.7 25,910.3 158.1
Financial institution convertible bonds 698.3 947.0 (248.7) (26.3)
Corporate convertible bonds 46.3 106.7 (60.4) (56.6)
Wealth management products 2,521.6 1,218.4 1,303.2 107.0
Unlisted equity instruments 655.2 566.8 88.4 15.6
Subtotal 46,223.4 19,230.6 26,992.8 140.4
Total 57,220.5 25,178.5 32,042.0 127.3
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As at December 31, 2013 and 2014, held-for-trading financial assets amounted to RMB5,947.9 million and
RMB10,997.1 million respectively, representing an increase of 84.9%. The increase was mainly attributable to
the significant increases in the debt securities and equity instruments held by Cinda Securities and Happy Life.

As at December 31, 2013 and 2014, financial assets designated as at fair value through profit or loss
amounted to RMB19,230.6 million and RMB46,223.4 million, respectively, representing an increase of 140.4%,
mainly attributable to the increase in traditional distressed debt assets of the Company. Distressed debt
assets designated as at fair value through profit or loss increased by 158.1% from RMB16,391.7 million as at
December 31, 2013 to RMB42,302.0 million as at December 31, 2014, mainly attributable to the acquisition of
a large amount of such assets by the Company in 2014.

Available-for-sale Financial Assets
The table below sets forth the principal components of available-for-sale financial assets as at the dates

indicated.

As at December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Debt securities 10,785.2 10,738.6 46.6 0.4
Equity instruments 45,492.0 44.767.0 725.0 1.6
Debt instruments issued by
financial institutions and
asset management plans 15,611.0 9,404.3 6,206.7 66.0
Funds 8,646.3 4,541.9 4,104.4 90.4
Trust products and rights to trust assets 2,870.7 1,913.2 957.5 50.0
Wealth management products 1,238.1 1,273.4 (835.3) (2.8)
Asset-backed securities 605.2 - 605.2 -
Others 546.0 108.8 437.3 401.9
Total 85,794.6 72,747.2 13,047.4 17.9

As at December 31, 2013 and 2014, available-for-sale financial assets amounted to RMB72,747.2 million and
RMB85,794.6 million respectively, representing an increase of 17.9%.

Equity instruments are the largest component of available-for-sale financial assets of the Group. As at

December 31, 2013 and 2014, equity instruments amounted to RMB44,767.0 million and RMB45,492.0
million, accounting for 61.5% and 53.0% of total available-for-sale financial assets, respectively.
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The table below sets forth the principal components of equity instruments in available-for-sale financial assets
by holders, type of investment, and listing status as at the dates indicated.

As at December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
The Group
Listed 8,5683.3 7,382.8 1,200.5 16.3
Unlisted 36,908.7 37,384.2 (475.5) (1.3)
Total 45,492.0 44,767.0 725.0 1.6
The Company
Listed 6,431.0 5,5624.7 906.3 16.4
Unlisted 33,763.8 35,510.7 (1,746.9) 4.9)
Sub-total 40,194.8 41,035.4 (840.6) (2.0)
DES Assets” 38,381.9 39,151.4 (769.5) (2.0)
Financial equity investments
by the Company® 1,812.9 1,884.0 (71.1) (3.8)
Sub-total 40,194.8 41,035.4 (840.6) (2.0)
Notes:
(1) Represents DES Assets held by the Company under the available-for-sale financial assets, which are recorded under the distressed asset
management segment.
) Represents equity assets held by the Company through its principal investment under the available-for-sale financial assets, which are recorded

under the financial investment and asset management segment.

The Group assessed the impairment of the available-for-sale financial assets and made provisions for the
impairment losses and recognized the impairment losses of such assets.
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The table below sets forth the changes in the Group’s allowance for impairment losses of available-for-sale
financial assets as at and for the dates indicated.

As at and for the year
ended December 31,

December 31, 2012 (3,881.8)
Provisions for impairment losses (4,007.0)
Reversal of impairment losses -
Disposal 5111

December 31, 2013 (7,377.7)
Provisions for impairment losses (1,558.7)
Reversal of impairment losses 1,843.2
Disposal 3,782.6
December 31, 2014 (3,310.6)

In 2013 and 2014, provisions for impairment losses on available-for-sale financial assets amounted to
RMB4,007.0 million and RMB1,558.7 million respectively, mainly reflecting the market price changes of certain
listed companies’ equity interests held by the Group.

Financial Assets Classified as Receivables
The table below sets forth the principal components of the financial assets classified as receivables as at the

dates indicated.

As at December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Distressed debt assets
Loans acquired from financial
institutions 43,586.5 36,512.9 7,073.6 19.4
Accounts receivable acquired from
non-financial institutions 123,877.8 64,400.3 59,477.5 92.4
Subtotal 167,464.3 100,913.2 66,551.1 65.9
Allowance for impairment losses (5,355.4) (2,942.6) (2,412.8) 82.0
Debt Securities
Trust products 3,687.9 2,329.0 1,358.9 58.3
Certificate treasury bonds 117.7 142.7 (25.0) (17.5)
Asset management plans 1,806.0 230.0 1,576.0 685.2
Subtotal 5,611.6 2,701.7 2,909.9 107.7
Allowance for impairment losses (66.0) 5.7) (60.3) 1,057.9
Structured debt arrangements 13,258.6 15,996.1 (2,737.5) (17.1)
Total 180,913.1 116,662.7 64,250.4 55.1
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As at December 31, 2013 and 2014, distressed debt assets classified as receivables amounted to
RMB100,913.2 million and RMB167,464.3 million, respectively, representing an increase of 65.9%. The
increase was mainly because the Company captured the market opportunities and provided products which
were tailored to clients’ needs and acquired a large amount of distressed debt assets.

As at December 31, 2013 and 2014, the impaired distressed debt assets classified as receivables of the
Company were RMB1,010.7 million and RMB2,037.1 million, respectively, accounting for 1.0% and 1.2% of
the total distressed debt assets classified as receivables, respectively. As at December 31, 2013 and 2014, the
allowance for impairment losses on distressed debt assets classified as receivables was RMB2,942.6 million
and RMB5,432.0 million, respectively, the coverage ratio of distressed debt assets classified as receivables
was 291.1% and 266.7%, respectively, and the ratio of allowance to total distressed debt assets classified as
receivables was 2.92% and 3.19%, respectively.

As at December 31, 2014, the balance of structured debt arrangements amounted to RMB13,258.6 million.
Such assets were acquired by the Company from banks through structured fund arrangements, and are non-
derivative financial assets with fixed return which have no active market quotes. Such assets were managed as
loans and receivables and recorded as financial assets classified as receivables.

Loans and Advances to Customers
The table below sets forth the principal components of the loans and advances to customers as at the dates

indicated.

As at December 31,
m Change in
2013 Change percentage
(in millions of RMB) (%)
Unsecured loans 2,790.4 50.0 2,740.4 5,480.8
Loans secured by properties 7,394.5 4,132.6 3,261.9 78.9
Other secured loans 1,192.5 1,445.4 (252.9) (17.5)
Loans to margin clients 6,939.7 2,750.8 4,188.9 152.3
Finance lease receivables 37,020.4 25,700.9 11,319.5 44.0
Entrusted loans 26,677.4 15,498.5 11,178.9 72.1
Subtotal 82,014.9 49,578.2 32,436.7 65.4
Allowance for impairment losses (1,790.2) (941.8) (848.4) 90.1
Total 80,224.7 48,636.4 31,588.3 64.9
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As at December 31, 2013 and 2014, loans and advances to customers amounted to RMB48,636.4 million and
RMB80,224.7 million, respectively, representing an increase of 64.9%.

Entrusted loans increased by 72.1% from RMB15,498.5 million as at December 31, 2013 to RMB26,677.4
million as at December 31, 2014, mainly attributable to (1) the rapid development of asset management
business and the corresponding increase in consolidated structured entities which engaged in the operation of
entrusted loans; and (2) the growth of entrusted loan business of Cinda Investment.

Loans to margin clients increased by 152.3% from RMB2,750.8 million as at December 31, 2013 to
RMB6,939.8 million as at December 31, 2014, mainly attributable to the development of margin financing and
securities lending business of Cinda Securities.

Loans secured by properties increased by 78.9% from RMB4,132.6 million as at December 31, 2013 to
RMB7,394.5 million as at December 31, 2014, mainly attributable to (1) the increase in consolidated structured
entities which engaged in the operation of entrusted loans in line with the rapid development of asset
management business; and (2) the growth of loans secured by properties of Cinda Hong Kong.

Net finance lease receivables (before allowance for impairment losses) increased by 44.0% from RMB25,700.9
million as at December 31, 2013 to RMB37,020.4 million as at December 31, 2014, mainly attributable to
the expansion of Cinda Leasing business. As at December 31, 2013 and 2014, net finance lease receivables
accounted for 51.8% and 45.1% of loans and advances to customers respectively. The decrease in
percentages was mainly attributable to the rapid growth of entrusted loans, loans to margin clients and loans
secured by properties.

The table below sets forth the net amount of finance lease receivables we receive within the years indicated, as
at the dates indicated.

As at December 31,

Change in
2013 Change percentage

(in millions of RMB) (%)
Gross investment in finance leases 42.361.4 29,306.0 13,055.4 44,5
Less: Unearned finance income 5,341.0 3,605.1 1,735.9 48.2
Net finance lease receivables 37,020.4 25,700.9 11,319.5 44.0
Within 1 year (inclusive) 11,432.2 8,989.9 2,442.3 27.2
1 year to 5 years (inclusive) 24,163.9 16,256.8 7,907 1 48.6
Over 5 years 1,424.3 454.2 970.1 213.6
Allowance for impairment losses (752.1) (543.1) (209.0) 38.5
Net carrying value 36,268.3 25,157.8 11,110.5 44.2
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Liabilities
Liabilities of the Group mainly consist of borrowings, accounts payable and bonds issued, accounting for
59.5%, 2.2% and 9.9% of the total liabilities of the Group as at December 31, 2014, respectively.

The table below sets forth the interest-bearing liabilities of the Group as at the dates indicated.

As at December 31,
014 201
Percentage Percentage
Amount (%) Amount (%)
(in millions of RMB)

Borrowings from central bank 986.1 0.3 4,913.0 2.0
Accounts payable to brokerage clients 11,663.3 3.3 6,480.8 2.7
Financial assets sold under repurchase

agreements 9,939.6 2.8 9,442.8 3.9
Borrowings 263,452.4 75.0 173,834.7 72.5
Accounts payable 9,710.7 2.8 21,676.7 9.0
Placements from banks and

a financial institution 11,827.0 3.4 10,477.0 4.4
Bonds issued 43,694.9 12.4 13,285.0 5.5
Total 351,274.0 100.0 240,110.0 100.0

Borrowings

As at December 31, 2013 and 2014, the balance of borrowings of the Group amounted to RMB173,834.7
million and RMB263,452.4 million, respectively. The increase in borrowings was primarily due to (1) the
increase of the Company’s borrowings by 52.8% from RMB139,069.3 million as at December 31, 2013 to
RMB212,495.0 million as at December 31, 2014, to finance the acquisitions of distressed debt assets in 2014;
(2) Cinda Leasing’s increased borrowings to support the growth of its finance lease receivables portfolio and (3)
Cinda Investment’s increased borrowings to support the growth of its real estate projects.
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Bonds Issued

The table below sets forth the bonds issued as at the dates indicated.

As at December 31,
2013
(in millions of RMB)

Management Discussion and Analysis

10-year 7.2% fixed rate subordinated bonds

3-year 4.35% fixed rate financial bonds
5-year 4.65% fixed rate financial bonds
3-year 5.2% fixed rate financial bonds
5-year 5.35% fixed rate financial bonds
3-year 4% fixed rate RMB bonds

90-day 6% fixed rate commercial papers
5-year 4% fixed rate financial bonds
10-year 5.625% fixed rate financial bonds
15-year 5.2% fixed rate financial bonds
5-year 4% fixed rate HKD bonds

Total

504.2 504.2
5,030.7 5,025.6
5,027.0 5,024.0

10,268.4 -
10,273.7 -
1,996.9 1,989.2
= 7156.0
6,079.0 -
3,051.2 -
1,403.0 -
60.6 27.0
43,694.9 13,285.0

Bonds issued mainly consist of (1) financial bonds issued by the Company in October 2012; (2) bonds issued
by Cinda Hong Kong in December 2012 and September, October and December 2013; (3) the subordinated
bonds issued by Happy Life in September 2011; (4) short-term financing bills with a term of three months
issued by Cinda Securities in November 2013; (5) financial bonds of RMB20.0 billion issued by the Company
in May 2014; and (6) 5-year and 10-year fixed rate USD Guaranteed Senior Notes with principal of USD1,000
million and USD500 million issued by a wholly-owned subsidiary of Cinda Hong Kong, a subsidiary of the

Company, in May 2014.

Borrowings from Central Bank

The Company had borrowings from the PBOC in connection with the acquisitions of distressed assets from
state-owned commercial banks. Borrowings from central bank were borrowings from the PBOC to acquire

distressed assets from commercial banks, bearing an interest rate at 2.25% per annum. As at 31 December,

2014, the principal was fully repaid and the balance was outstanding interest.
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Contingent Liabilities

Due to the nature of our business, our Company and subsidiaries are involved in certain legal proceedings in
the ordinary course of business, including litigation and arbitration. We make provision, from time to time, for
the probable losses with respect to those claims when our management can reasonably estimate the outcome
of the proceedings, in light of the legal advice we have received. We do not make provision for pending
litigation when the outcome of the litigation cannot be reasonably estimated or when our management believes
that the probability of loss is remote or that any resulting liabilities will not have a material adverse effect on our
financial condition or operating results.

As at December 31, 2013 and 2014, the claim amounts of pending litigation were RMB1,811.53 million and
RMB1,527.92 million for the Group and RMB1,686.03 million and RMB1,514.53 million for the Company
respectively, and provisions of RMB127.97 million and RMB122.38 million for the Group were made based on
court judgments or the advice of legal counsel. Directors of the Company believe that the final result of these
lawsuits will not have a material impact on the financial position or operations of the Group and the Company.

Difference between Financial Statements Prepared under the PRC GAAP and IFRS

There is no difference of net profit and shareholders’ equity for the reporting period between consolidated
financial statements prepared by the Company under the PRC GAAP and IFRS.
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Business Overview

The principal business segments of our Group include: (1) distressed asset management business, such as
distressed debt asset management, management of DES Assets and custody, liquidation and restructuring
services for distressed entities; (2) financial investment and asset management business, such as principal
investment, asset management (including private equity fund) and the consulting and financial advisory
services by the Company, Cinda Investment and Cinda Hong Kong; and (3) financial services business such as
securities and futures, trusts, financial leasing, fund management and insurance.

The table below sets out the total income and profit before tax of each of the business segments for the years

indicated.
For the year ended December 31
2014 2013
Total income % of total Total income % of total
(in millions of RMB) (in millions of RMB)
Distressed Asset Management 31,495.1 52.7 21,849.8 51.5
Financial Investment and
Asset Management 12,166.9 20.3 8,976.8 21.2
Financial Services 17,534.0 29.3 12,133.9 28.6
Elimination (1,405.9) (2.39) (547.3) (1.3
Total 59,790.1 100.0 42,413.2 100.0
For the year ended December 31
2014 | 2013
Profit Profit
before tax % of total before tax % of total
(in millions of RMB) (in millions of RMB)
Distressed Asset Management 11,496.4 70.5 8,314.3 70.6
Financial Investment and
Asset Management 3,5615.2 21.6 3,011.7 25.6
Financial Services 1,856.6 11.4 514.9 4.4
Elimination (561.5) (8.5) (68.8) (0.6)
Total 16,306.7 100.0 11,7721 100.0

2014 Annual Report  China Cinda Asset Management Co., Ltd. 49



Management Discussion and Analysis

In 2014, the income from business segments of distressed asset management, financial investment and asset
management and financial services represented 52.7%, 20.3% and 29.3% of the total income, respectively,
and these segments’ profit before tax represented 70.5%, 21.6% and 11.4% of the total profit before tax,
respectively.

Distressed Asset Management

Distressed asset management is the core business of the Company and is the primary source of income and
profit. In 2013 and 2014, income from the distressed asset management business accounted for 51.5% and
52.7% of the total income, respectively, and profit before tax from the distressed asset management business
accounted for 70.6% and 70.5% of the total profit before tax, respectively.

The scope of the Company’s distressed asset management business includes (1) the management and
disposal of distressed debt assets acquired from or entrusted by financial institutions and non-financial
enterprises, (2) the management and disposal of the DES Assets, and (3) custody, liquidation and restructuring
of distressed financial institutions and non-financial enterprises.

The table below sets forth the key financial indicators of the aforementioned types of distressed asset
management business of the Company as at the dates and for the years indicated.

As at and for the year
ended December 31,

2014 2013

(in millions of RMB)

Acquisition and disposal of distressed debt assets

Net balance of distressed debt assets!"” 206,803.9 114,754.7
Acquisition cost of distressed debt assets 149,499.7 88,813.1
Income from distressed debt assets® 22,348.3 14,678.5

Management and disposal of entrusted distressed assets
Balance of entrusted distressed assets 35,192.5 39,747.5

Management and disposal of DES Assets

Book value of DES Assets 41,563.9 42,274.8
Dividend income from DES Assets 436.1 1,350.8
Acquisition cost of DES Assets disposed
(net of provisions for impairment, if any) 3,589.0 3,847.9
Net gain from the disposal of DES Assets 4,052.2 3,644.6
Notes:
(1) Equivalent to the sum of the Company’s distressed debt assets designated as fair value through profit or loss, and distressed debt assets

classified as receivables, as appeared in the consolidated financial statements.

) Equivalent to the sum of the Company’s fair value changes on distressed debt assets, and income from distressed debt assets classified as

receivables as appeared in the consolidated financial statements.
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Acquisition of Distressed Debt Assets —

Management Discussion and Analysis

by source!

The Company classifies the distressed debt assets into two main categories depending on the source of the
distressed assets: (1) NPLs and other distressed debt assets of banks and distressed debt assets of non-bank
financial institutions (“FI Distressed Assets”) and (2) distressed receivables of non-financial enterprises (“NFE

Distressed Assets”).

The table below sets forth the key financial indicators of the Company’s Fl Distressed Assets and NFE
Distressed Assets as at the dates and for the years indicated.

As at and for the year ended December 31,
2013

Amount

% of total

(in millions of RMB)

Amount

% of total

(in millions of RMB)

Net balance of distressed
debt assets!

FI Distressed Assets 83,708.3 40.5 52,345.4 45.6
NFE Distressed Assets 123,095.6 59.5 62,409.3 54.4
Total 206,803.9 100.0 114,754.7 100.0
Acquisition cost of distressed
debt assets
FI Distressed Assets 55,616.2 37.2 42,332.0 47.7
NFE Distressed Assets 93,883.5 62.8 46,4811 52.3
Total 149,499.7 100.0 88,813.1 100.0
Income from distressed debt assets®
FI Distressed Assets 9,697.3 43.4 8,405.5 57.3
NFE Distressed Assets 12,651.0 56.6 6,273.0 42.7
Total 22,348.3 100.0 14,678.5 100.0
Notes:
(1) Equivalent to the Company’s distressed debt assets designated as at fair value through profit or loss, and distressed debt assets classified as
receivables, as appeared in the consolidated financial statements.
2) Equivalent to the Company’s fair value changes on distressed debt assets, and income from distressed debt assets classified as receivables as

appeared in the consolidated financial statements.

! The Traditional Model and Restructuring Model can both be utilized for the management of distressed assets acquired from financial institutions
(FI Distressed Assets) and distressed assets acquired from non-financial enterprises (NFE Distressed Assets). Accounting treatment of
distressed assets are determined in accordance with business models and not sources of acquisition. For example, for distressed assets

acquired from financial institutions (FI Distressed Assets), those managed under the Traditional Model will be classified as “distressed debt
assets designated as at fair value through profit or loss” while those managed under the Restructuring Model will be classified as “distressed

debt assets classified as receivables.”
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Fl Distressed Assets

The FI Distressed Assets acquired by the Company primarily include NPLs and other distressed debt assets
from banks, including large commercial banks, joint-stock commercial banks and city and rural commercial
banks. We also acquired distressed debt assets from non-bank financial institutions.

The table below sets forth a breakdown of the Fl Distressed Assets in terms of acquisition costs among
different types of banks and non-bank financial institutions as at the dates and for the years indicated.

For the year ended December 31,

2014 | 2013

Amount % of total Amount % of total
(in millions of RMB) (in millions of RMB)

Large commercial banks 25,419.5 45.7 16,660.9 39.4

Joint-stock commercial banks 12,546.4 22.6 8,665.5 20.5

City and rural commercial banks 2,853.0 5.1 4,870.2 11.5

Non-bank financial institutions 12,606.5 22.7 12,135.4 28.6
Other banks (including policy banks,

the PSBC and foreign banks) 2,190.7 3.9 - -

Total 55,616.2 100.0 42,332.0 100.0

NFE Distressed Assets

The NFE Distressed Assets acquired by the Company are primarily accounts receivable and other receivables
of non-financial enterprises, including overdue receivables, receivables expected to be overdue and receivables
from borrowers with liquidity issues.
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Business Models for Distressed Debt Asset Management

We mainly employ two business models in our distressed debt asset management, which are the Traditional
Model and the Restructuring Model.

The table below sets forth details on the acquisition and disposal of distressed assets by the Company using
the Traditional Model and the Restructuring Model as at the dates and for the years indicated.

As at and for the year ended December 31,

2014 2013

Amount % of total Amount % of total
(in millions of RMB) (in millions of RMB)

Net balance of distressed

debt assets
Traditional Distressed Assets(” 42 169.4 20.4 16,784.1 14.6
Restructured Distressed Assets® 164,634.5 79.6 97,970.6 85.4
Total 206,803.9 100.0 114,754.7 100.0
Acquisition cost of distressed

debt assets®
Traditional Distressed Assets 30,796.3 20.6 12,278.8 13.8
Restructured Distressed Assets 118,703.4 79.4 76,534.3 86.2
Total 149,499.7 100.0 88,813.1 100.0
Income from distressed debt assets
Traditional Distressed Assets® 4.105.5 18.4 4,534.3 30.9
Restructured Distressed Assets® 18,242.8 81.6 10,144.2 69.1
Total 22,348.3 100.0 14,678.5 100.0

Notes:

)

Equivalent to the Company’s distressed debt assets designated as at fair value through profit or loss as appeared in the consolidated financial
statements.

Equivalent to the Company’s distressed assets classified as receivables net of any identified impairment losses appeared in the consolidated
financial statements.

The “acquisition cost of distressed debt assets” indicates the carrying amounts of assets acquired during each period indicated.

Equivalent to the Company’s realized and unrealized fair value changes on distressed debt assets, as appeared in the consolidated financial
statements.

Equivalent to the Company’s income from distressed debt assets classified as receivables as appeared in the consolidated financial

statements.
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Traditional Distressed Assets

The primary source of the Company’s Traditional Distressed Assets is banks. Upon completion of debt
acquisition, we assume the pre-existing rights and obligations between the banks and debtors after we acquire
the debts. We realize and enhance the value of assets primarily through debt restructuring, litigation and sales.

The table below sets forth certain financial details of the Company’s acquisition and disposal of Traditional
Distressed Assets as at the dates and for the years indicated:

As at and for the year
ended December 31,

(in millions of RMB,

except for percentages)

Net balance of Traditional Distressed Assets 42,169.4 16,784.1

Acquisition cost of Traditional Distressed Assets 30,796.3 12,278.8

Carrying amount of Traditional Distressed Assets disposed 5,871.2 3,809.8

Unrealized fair value changes 460.1 293.0

Net income from Traditional Distressed Assets 4,105.5 4,5634.3

Internal rate of return (%)@ 18.6 19.3
Notes:

(1) The item indicates the amounts of Traditional Distressed Assets disposed in a given period.

2) Prior to this annual report, the profitability indicator of Traditional Distressed Assets is return on disposal, which calculated as (Net income from
Traditional Distressed Assets — Unrealized fair value changes)/(Carrying amount of Traditional Distressed Assets Disposed). In order to reflect
the profitability and the annualized return of Traditional Distressed Assets fairly and accurately, the company will replace return on disposal with
Internal Rate of Return (IRR) as the profitability indicator. The internal rate of return, or IRR, is the annualized implied discount rate calculated
from a series of cash flows. It is the return that equates the present value of all capital invested in the Traditional Distressed Assets to the
present value of all returns of capital, or the discount rate that will provide a net present value of all cash flows equal to zero. The table below
sets forth the changes of profitability indicator before and after in detail:

For the For the For the For the
year ended six months ended year ended six months ended
December 31, June 30, December 31, June 30,
2014 2014 2013 2013

Before:
Return on disposal (%) 62.1 87.0 111.3 75.1

After:

Internal rate of return (%) 18.6 18.3 19.3 24.0
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Restructured Distressed Assets

The primary sources of our Restructured Distressed Assets are non financial enterprises, as well as banks and
non-bank financial institutions. When we acquire debts, we would enter into a tri-parte agreement with creditor
and debtor to confirm the contractual rights and obligations and then acquire the debts from the creditor,
concurrent to the debts acquisition; We, the debtor and its related parties also enter into a restructuring
agreement that details the repayment amounts, the repayment method, repayment schedule, and any collateral
and guarantee agreements. The restructuring returns and payment schedule are fixed at the time of executing
the restructuring agreements.

The table below sets forth Restructuring Model, the certain financial details on our Company’s acquisition and
disposal of Restructured Distressed Assets as at the dates and for the years indicated.

As at and for the year
ended December 31,

(in millions of RMB,

except for percentages)

Net balance of Restructured Distressed Assets 164,634.5 97,970.6
Acquisition cost of Restructured Distressed Assets 118,703.4 76,534.3
Income from Restructured Distressed Assets 18,242.8 10,144.2
Annualized return on monthly average balance (%)" 12.2 13.5
Impaired Restructured Distressed Assets 2,037.1 1,010.7
Impaired Restructured Distressed Assets ratio (%)@ 1.2 1.0
Allowance for impairment losses 5,432.0 2,942.6
Impaired Restructured Distressed Assets coverage ratio (%)® 266.7 2911

Notes:

1) Income from Restructured Distressed Assets divided by monthly average balance of Restructured Distressed Assets.

) Impaired Restructured Distressed Assets divided by gross balance of Restructured Distressed Assets.

()] Allowance for impairment losses divided by balance of Impaired Restructured Distressed Assets.

Entrusted Distressed Asset Management

In addition to acquiring and disposing of distressed assets, we also manage and dispose of distressed assets
entrusted to us by financial institutions, non-financial enterprises and local government authorities, and our
income is primarily derived from commissions. As at December 31, 2013 and December 31, 2014, the balance
of the entrusted distressed assets was RMB39.75 billion and RMB35.19 billion, respectively.
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DES Assets Management

The Company has obtained a significant amount of DES Assets primarily through debt-to-equity swap, receipt
of equity in satisfaction of debt and other distressed assets related transactions. The DES Assets can be
classified as unlisted shares of DES Companies (“Unlisted DES Assets”) or listed shares of DES Companies
(“Listed DES Assets”). As at December 31, 2014, we held Unlisted DES Assets in 196 DES Companies, with
total book value of RMB32,651.9 million, and Listed DES Assets in 17 DES Companies, with total book value
of RMB8,912.0 million.

The table below sets forth details of the Unlisted DES Assets and Listed DES Assets as at the dates indicated.

As at December 31,
2013
(in millions of RMB, except
number of DES Companies)

Basic Information about DES Assets

Number of DES Companies 213 213
Unlisted 196 187
Listed 17 26

Total book value 41,563.9 42,274.8
Unlisted 32,651.9 34,134.9
Listed 8,912.0 8,139.9

DES Assets Disposal Gain

In 2013 and 2014, the Company disposed of the investments in 88 and 33 DES Companies, respectively, with
total acquisition cost (net of provisions for impairment, if any) of RMB3,847.9 million and RMB3,589.0 million,
respectively, realizing net gain of RMB3,644.6 million and RMB4,052.2 million, respectively. The dividend
income amounted to RMB1,350.8 million and RMB436.1 million, respectively. The exit multiple of all the DES
Companies’ was 2.1, and 3.4 for the unlisted ones in 2014.

The table below sets forth details of our disposal of DES Assets as at the dates and for the years indicated.

As at and for the year
ended December 31,
2013
(in millions of RMB, except
number of DES Companies

disposed)
Number of DES Companies disposed 33 88
Acquisition cost of DES Assets disposed
(net of provisions for impairment, if any) 3,589.0 3,847.9
Net gain on DES Assets disposed 4,052.2 3,644.6
Dividend income 436.1 1,350.8

Note: Net gain on DES Assets disposed and the exit multiple do not include the interest income of RMB323.5 million from DES receivables.

! (Net gain + acquisition cost (net of provisions for impairment, if any))/acquisition cost of DES Assets disposed (net of provisions for impairment,

if any)
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Financial Investment and Asset Management

The financial investment and asset management business is conducted together by the Company, Cinda
Investment, Cinda Hong Kong, Zhongrun Development and Cinda Capital and their subsidiaries, which
primarily includes principal investment, asset management (including private fund), and other businesses. In
2013 and 2014, the income from financial investment and asset management business accounted for 21.2%
and 20.3% of the total income, respectively.

The table below sets forth the key financial data of Cinda Investment, Cinda Hong Kong and Zhongrun
Development as at the dates and for the years indicated.

As at and for the year ended December 31,

o s

Profit Profit
Income before tax  Total assets Net assets Income beforetax  Total assets Net assets
(in millions of RMB)

Cinda Investment 8,666.7 2,669.2 58,869.4 15,296.7 6,5685.7 2,014 37,946.3 134171
Cinda Hong Kong 1,017 375.0 20,881.9 42216 702.9 4425 9,436.8 3,831.4
Zhongrun

Development 315.2 201.6 2,540.8 1,024.3 238.3 1416 1,089.4 845.3

Principal Investment

Our principal investment business primarily includes (1) equity investments related to our distressed
asset management business, (2) real estate investment and development related to our distressed asset
management business, and (3) other investments, including investments in fund products, debt securities, trust
products and wealth management products. As at December 31, 2013 and 2014, balance of the principal
investment totaled RMB19.67 billion and RMB31.92 billion, respectively. In 2013 and 2014, income from the
principal investment, primarily including investment income, income from investment properties and hotel
operation revenue under the financial investment and asset management business segment, totaled RMB2.34
billion and RMB2.74 billion, respectively. As at December 31, 2014, the equity investments, real estate
investments, fund investment and other investments represented 48.7%, 5.0%, 16.5% and 29.8%, respectively
of the total principal investments.
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The table below sets forth the details of the principle investment of the Group as at the dates indicated.

As at December, 31

2013
Amount % of total Amount % of total
(in millions of RMB) (in millions of RMB)
Balance of principal investments
— by investment type
Equity investments® 15,537.9 48.7 10,797.6 55.0
Real estate investments® 1,583.3 5.0 1,858.0 9.4
Fund investments 5,280.1 16.5 3,584.5 18.2
Other investments® 9,514.7 29.8 3,429.5 17.4
Total 31,916.0 100.0 19,669.6 100.0
Balance of principal investments
— by investments entities
The Company 14,608.1 45.8 9,717.4 49.4
Cinda Investment 11,576.5 36.3 8,410.0 42.8
Cinda Hong Kong 6,640.5 20.8 3,483.8 17.7
Zhongrun Development 1,360.0 4.3 684.9 3.5
(Elimination) (2,269.2) (7.2) (2,626.5) (13.4)
Total 31,916.0 100.0 19,669.6 100.0
Notes:
(1) Equivalent to equity instruments classified under “Financial Assets at Fair Value through Profit or Loss”, “Available-for-sale Financial Assets”

and “Interests in Associates” as appeared in the consolidated financial statements attributable to financial investment and asset management

segment.
) Equivalent to Investment Properties as appeared in the consolidated financial statements.
(©)] Other investments primarily include investments in debt securities, trust products and wealth management products.

Equity Investment

The Company, Cinda Investment, Cinda Hong Kong and Zhongrun Development are all engaged in equity
investments related to distressed assets, although with different focuses. The Company primarily focuses
on minority financial investments of the subject company, and mainly invests in industries of which it has
substantial experience such as the mining, energy, construction and environmental protection industries. Cinda
Investment invests primarily in projects related to the Company’s distressed asset management business.
Cinda Hong Kong mainly handles equity investments outside of the PRC in relation to the Company’s
distressed asset management business. Zhongrun Development’s equity investments are closely related to its
custody, liquidation and restructuring business.

58 China Cinda Asset Management Co., Ltd. 2014 Annual Report



Management Discussion and Analysis

Equity Investments by the Company

The Company is engaged in financial investments and it receives dividend income and investment income from
the disposal of its equity holdings. As at December 31, 2013 and 2014, the balance of the Company’s direct
equity investments classified under Financial Assets at Fair value Through Profit or Loss, Available-for-sale
Financial Assets and Interests in Associates in the consolidated financial statements, was RMB3.76 billion and
RMB2.55 billion, respectively.

Equity Investments by Cinda Investment

Cinda Investment serves as the Group’s professional investment platform. As at December 31, 2013 and 2014,
the balance of Cinda Investment’s equity investments classified under Financial Assets at Fair Value through
Profit or Loss, Available-for-sale Financial Assets and Interests in Associates in the consolidated financial
statements was RMB2.51 billion and RMB5.83 billion, respectively.

Equity Investments by Cinda Hong Kong

Cinda Hong Kong and its subsidiaries serve as our overseas business platform. As at December 31, 2013
and 2014, the balance of Cinda Hong Kong’s equity investments classified under Financial Assets at Fair
Value through Profit or Loss, Available-for-sale Financial Assets and Interests in Associates in the consolidated
financial statements was RMB2.84 billion and RMB5.55 billion, respectively.

Equity Investments by Zhongrun Development

Zhongrun Development’s investment business is primarily expanded through the Company’s distressed asset
management operations and the custody and liquidation of Distressed Entities business. As at December 31,
2013 and 2014, the balance of Zhongrun Development’s equity investments classified under Available-for-sale
Financial Assets and Interests in Associates in the consolidated financial statements was RMB650 million and
RMB550 million, respectively.

Real Estate Investment and Development

Cinda Investment, together with its certain subsidiaries, serves as the Group’s primary platform for real estate
investment and development. Cinda Real Estate, one of the subsidiaries controlled by Cinda Investment which
is principally engaged in property development, is the operation platform for property development business
of the Company. As at December 31, 2013 and 2014, the value of our investment properties amounted to
RMB1.86 billion and RMB1.61 billion, respectively. In 2013 and 2014 the real estate development business
generated real estate sales revenue are RMB4.13 billion and RMB4.19 billion, respectively.

2014 Annual Report  China Cinda Asset Management Co., Ltd. 59



Management Discussion and Analysis

Other Investments

Other principal investments we conduct include investments in fund products, debt securities, trust products
and wealth management products through the Company, Cinda Investment, Cinda Hong Kong and Zhongrun
Development. As at December 31, 2013 and 2014, the balance of the investments in all types of funds
was RMB3.58 billion and RMB5.28 billion, respectively. We invest in debt securities directly or through
investment funds. As at December 31, 2013 and 2014, the balance of the debt securities investments was
RMB528 million and RMB789 million, respectively. We also invest in wealth management products from
banks and securities companies, as well as trust products. As at December 31, 2013 and 2014, the balance
of the investments in wealth management and trust products totaled RMB2.21 billion and RMB4.16 billion,
respectively.

Asset Management Business (Private Fund)

The asset management business includes (1) the private fund business under the financial investment and the
asset management business and (2) the securities investment management, trust and mutual fund businesses
under our financial services business.

As at December 31, 2014, we have established 42 private funds that raised third-party capital and for which
our subsidiaries act as a general partner (or manager).

The table below sets forth details of the private fund business as at the dates and for the years indicated.

As at and for the year
ended December 31,

2013

Number of funds™ 42 25
Total committed capital (AUM) (in billions of RMB) 111.66 61.17
Accumulated total paid-in capital (in billions of RMB) 42.44 23.07
Accumulated paid-in capital from third parties (in billions of RMB)@ 36.90 20.08
Accumulated number of projects invested 115 59
Fund management income for the year (In millions of RMB) 350.5 84.7

Notes:

(1) Including funds that raised third-party capital and in which our subsidiaries act as a general partner (or manager).

2) Paid-in capital contributed by investors not affiliated with Group.
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In 2013 and 2014, the aggregate fees and commission income from consulting and advisory services by the

Company, Cinda Investment and Cinda Hong Kong totaled RMB229 million and RMB560 million, respectively.

Financial Service

We have established a synergistic and diversified financial services platform including securities, futures,

trusts, financial leasing, fund management and insurance. We are committed to providing customized financial

solutions to clients.

In 2013 and 2014, income from financial services represented 28.6% and 29.3%, respectively, of the total

income of the Group.

The table below sets forth the primary financial data of the financial service subsidiaries of the Group as at the

dates and for the years indicated.

As at and for the year ended December 31,

2013
Profit Profit
Income before tax  Total assets Net assets Income beforetax  Total assets Net assets
(in millions of RMB)
Securities and
Futures” 3,981.3 1,580.1 34,868.5 7,563.4 2,083.5 449.5 17,648.5 6,267.0
Jingu Trust 761.6 151.7 3,616.0 3,302.6 1,003.6 350.4 3,516.6 3,233.5
Cinda Leasing 2,661.2 798.8 40,212.9 5,445.9 1,760.0 478.6 30,759.6 2,809.7
First State
Cinda Fund 185.4 26.8 302.8 2215 170.2 15.3 255.0 1934
Cinda P&C 3,580.6 214 6,997.5 2,864.0 3,072.3 2.9 6,052.9 2,635.0
Happy Life 6,320.1 (393.1) 38,397.5 3,763.1 4,063.0 (780.4) 29,811.2 1,212.2
Note:
(1) Including Cinda Securities, Cinda Futures and Cinda International.

Securities and Futures

The Group conducts securities and futures businesses in Mainland China through Cinda Securities and Cinda

Futures, a wholly-owned subsidiary of Cinda Securities, and through Cinda International in Hong Kong. In
2013 and 2014, the revenue of Cinda Securities (including Cinda Futures) amounted to RMB1.65 billion and
RMB2.91 billion, and the revenue of Cinda International amounted to RMB130.3 million and RMB101.7 million,

respectively.
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Cinda Securities
The table below sets forth the amount of income from securities brokerage, futures and other businesses and
their percentages in total operating income of Cinda Securities for the years indicated.

As at December 31,

2013
Amount % of total Amount % of total
(in millions of RMB) (in millions of RMB)
Securities brokerage 1,372.6 47.2 778.3 47.2
Futures 156.6 5.4 184.5 11.2
Others™ 1,381.2 47.4 687.2 41.6
Total 2,910.4 100.0 1,650.0 100.0
Note:
(1) Other businesses include investment banking, securities investment and asset management.

Securities brokerage: As at December 31, 2013 and 2014, the number of clients of Cinda Securities’ securities
brokerage business amounted to 1.123 million and 1.159 million, the total value of its AUM amounted to
RMB75.6 billion and RMB131.7 billion, respectively. In 2013 and 2014, the total transaction volume of
Cinda Securities’ securities brokerage business amounted to RMB584.72 bilion and RMB1,249.47 billion
respectively.

Investment banking: In 2013 and 2014, Cinda Securities’ underwriting fee and commission income amounted
to RMB105.9 million and RMB340.7 million, respectively.

Asset management: As at December 31, 2013 and 2014, the AUM balance of Cinda Securities amounted to
RMB35.4 billion and RMB36.6 billion, respectively. In 2013 and 2014, fee and commission income from Cinda
Securities’ asset management business amounted to RMB101.0 million and RMB328.6 million, respectively.

Innovative businesses and other businesses: As at December 31, 2013 and 2014, the turnover of margin
financing and securities lending business of the Cinda Securities amounted to RMB2.67 billion and RMB6.87
billion, respectively.

Cinda Futures

In 2013 and 2014, income from the futures business of Cinda Futures amounted to RMB184 million and
RMB157 million, respectively, and the revenue of Cinda Futures amounted to RMB53.1 million and RMB41.6
million, respectively.
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Cinda International

As at December 31, 2014, we held 63.87% of the equity interest in Cinda International through Cinda Hong
Kong. In 2013 and 2014, Cinda International generated revenue of RMB130.3 million and RMB101.7 million,
respectively.

Trusts

We conduct trust business through Jingu Trust. As at December 31, 2013 and 2014, the outstanding trust
AUM totaled RMB93.8 billion and RMB88.5 billion, respectively, and we managed 192 and 185 existing trust
projects, respectively. In 2013 and 2014, the fees and commission incomes generated from trust business
were RMB880 million and RMB590 million, respectively, accounting for 80.6% and 77.5% respectively, of
Jingu Trust’s total revenue in respective periods.

Products
The trust products can be classified as individual trusts and collective trusts depending on the identification of
the clients.

The table below sets forth the balance of the individual and collective trust assets as at the dates indicated.

As at December 31,

2014 | 2013

Amount % of total Amount % of total

(in millions of RMB) (in millions of RMB)
Individual trust schemes 75,107.0 84.8 71,571.0 76.3
Collective trust schemes 13,416.0 15.2 22,240.0 23.7
Total 88,523.0 100.0 93,811.0 100

The trust products can also be classified into financing, investment and non-discretionary products by
investment approaches.
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The table below sets forth the details of the trust products of each type as at the dates indicated.

As at December 31,

2014 | 2013

Amount % of total Amount % of total

(in millions of RMB) (in millions of RMB)
Financing 39,652.0 44.8 63,951.0 68.2
Investment 20,995.0 23.7 24,878.0 26.5
Non-discretionary 27,876.0 31.5 4,982.0 5.3
Total 88,523.0 100.0 93,811.0 100.0

We primarily engage in developing fund trusts for project finance.
The table below sets forth details of distribution by industry of the existing trust funds as at the dates indicated.

As at December 31,

2014 | 2013

Amount % of total Amount % of total
(in millions of RMB) (in millions of RMB)

Infrastructure 20,001.0 22.6 36,830.0 39.3
Real estate 16,538.0 18.7 21,239.0 22.6
Industry and commerce 13,486.0 15.2 16,959.0 18.1
Financial institutions 2,131.0 2.4 2,103.0 2.2
Others 36,367.0 411 16,680.0 17.8
Total 88,523.0 100.0 93,811.0 100.0

Clients
As at December 31, 2014, the trust business had a total of 11,733 clients, including 11,035 individual
customers and 698 institutional clients.

Financial Leasing

We conduct the financial leasing business through Cinda Leasing. As at December 31, 2013 and 2014, the
net lease receivables of the Group was RMB25.16 billion and RMB36.27 billion, respectively. In 2013 and
2014, the revenue generated by the financial leasing business was RMB777.0 million and RMB1,255.2 million,
respectively, and the net profit from the financial leasing business of the Group was RMB415.1 million and
RMB652.3 million, respectively.
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Products
In 2014, the total income from specialized products and non-specialized products was RMB86.7 million and

RMB1,168.5 million, respectively, representing 6.9% and 93.1%, respectively, of Cinda Leasing’s total revenue
for the year.

Clients
The financial leasing clients of the Group are from industries including manufacturing, mining, water

conservancy, environment and public utilities management, construction, transportation, logistics and postal
services.

The table below sets forth the composition of the outstanding finance lease receivables by industry as at the
dates indicated.

As at December 31,

2014 2013

Amount % of total Amount % of total
(in millions of RMB) (in millions of RMB)
Manufacturing 14,457 .6 39.1 10,163.6 39.5
Mining 6,768.5 18.3 3,192.1 12.4
Water conservancy, environment and
public utilities management 8,546.2 23.1 6,163.5 24.0
Construction 1,469.7 4.0 1,439.9 5.6
Transportation, logistics and
postal services 2,768.3 7.5 2,609.2 10.2
Others 3,010.1 8.0 2,132.6 8.3
Total 37,020.4 100.0 25,700.9 100.0

Fund Management

We conduct public fund management business and other asset management business through First State
Cinda Fund.

Products
As at December 31, 2014, we managed 10 public securities investment funds, with AUM totaling RMB5.46
billion. In 2014, management fee from such funds totaled RMB69.6 million. Those public funds are classified

into equity funds, bond funds and hybrid funds, and are primarily invested in equity assets and fixed income
assets.
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Clients

First State Cinda Fund has both individual and institutional investors with individual investors constituting the
majority. As at December 31, 2014, our fund products had approximately 1.176 million individual clients and

1,241 institutional clients.

Insurance Business
We engage in the P&C insurance
Happy Life, respectively.

The table below sets forth details
indicated.

business and life and health insurance business through Cinda P&C and

of Cinda P&C’s and Happy Life’s Original Premium Income for the years

For the year ended December 31,

2014 | 2013

Amount % of total Amount % of total
(in millions of RMB) (in millions of RMB)

Cinda P&C 3,511.8 31.6 3,043.0 42.5

Happy Life 7,587.1 68.4 4,115.2 57.5

Total 11,098.9 100.0 7,158.2 100.0
Cinda P&C

Cinda P&C primarily offers motor vehicle insurance as well as all kinds of property insurance, liability insurance,
credit insurance, guarantee insurance, short-term health insurance and accidental injury insurance, as well as

re-insurance.

The table below sets forth details on the Original Premium Income and their proportion of overall Original
Premium Income of Cinda P&C’s main products for the years indicated.

For the year ended December 31,

2014 | 2013

Amount % of total Amount % of total
(in millions of RMB) (in millions of RMB)

Motor vehicle insurance 2,960.1 84.3 2,543.6 83.6
Compulsory motor vehicle
liability insurance 1,198.7 34.1 1,047.8 34.4
Commercial automobile insurance 1,761.4 50.2 1,495.8 49.2
Non-motor vehicle insurance 551.7 15.7 499.4 16.4
Total 3,511.8 100.0 3,043.0 100.0
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Happy Life
Happy Life primarily offers all types of life and health insurance and accident insurance as well as re-insurance.

The table below sets forth details of the Original Premium Income of the three main types of life insurance
products for the years indicated.

For the year ended December 31,

2014 | 2013

Amount % of total Amount % of total
(in millions of RMB) (in millions of RMB)

Life insurance 7,232.7 95.3 3,823.8 92.9
Participating life insurance 2,903.2 38.3 3,799.4 92.3
Others 4,329.5 57.1 24.4 0.6

Health insurance 151.8 2.0 129.3 3.1

Accident insurance 202.6 2.7 162.1 3.9

Total 7,587.1 100.0 4,115.2 100.0

Business Synergy

In 2014, the Group provided clients with a wide range of services including, equity investment, insurance, asset
management, financial and financing advisory services and overseas financial services through its diversified
business platform. In 2014, the financial subsidiaries generated total cross-selling income of RMB2.35 billion,
representing an increase of 49.2% as compared with year 2013.

In 2014, the Group promoted business cooperation with branches and subsidiaries, and the synergy of
financial leasing and asset management business enhanced evidently. The total cross-selling income of
traditional financial services including trusts and P&C insurance increased steadlily.

Financial leasing: In 2014, the Group had 151 financial leasing projects sourced from cross-selling,
representing an increase of 21.8% from 124 projects in 2013. The financial leasing business volume realized
through cross-selling was RMB34.39 billion, representing an increase of 73.5% as compared with 2013.
Total income derived from these projects amounted to RMB1.91 billion, representing an increase of 54.3% as
compared with year 2013.
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Asset management business: In 2014, the Group established 16 funds and asset management projects
through the collaboration between the platforms provided by the subsidiaries, such as securities, fund, Cinda
Capital and Company Branches. The assets under management (total paid-in capital) in aggregate amounted
to RMB25.9 billion, representing an increase of 27.6% as compared with year 2013.

Trusts: In 2014, the Group had 22 trust projects sourced from cross-selling. The trust business volume! arising
from cross-selling reached approximately RMB5.51 billion in 2014. Total income derived from these projects
amounted to approximately RMB190 million in 2014.

P&C insurance: In 2014, the Group provided products and services to 153 customers recommended by the
Company’s branches through the P&C insurance business platform, representing an increase of 22.4% as
compared with 2013. Cinda P&C derived total income of RMB49.2 million from these customers in 2014.

Significant Investment and Acquisition

During the Reporting Period, apart from the investment in Sinopec Marketing Co., Ltd. (please refer to the
announcement of the Company dated September 15, 2014 for details), the Company did not have any
significant investment and acquisition subject to disclosure pursuant to the Listing Rules.

Information Technology

In 2014, the information systems of the Company were under stable operation with enhanced information
technology management and services.

Establishment of Information Systems

In 2014, the Company focused on the establishment of information systems in relation to financial control,
risk management and information disclosure based on its business development needs. In particular, the
establishment of the accounting and finance platforms of the Group has been completed and the internal rating
system has been put into operation. It also developed a management accounting system and started setting
up a human resources system of the Group for more efficient information management.

Establishment of IT Infrastructure

In 2014, the extension project of virtual application server of the Cinda (Beijing) Data Center commenced
operation. The Cinda (Hefei) disaster recovery and support base completed the installation and testing of
equipment, interior renovation and server room setting. Research and preparation of the data base project of
the Group were completed to ensure resources security for the information systems of the Group.

! It refers to the outstanding trust AUM of Jingu Trust as at December 31, 2014.
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Human Resources Management

In 2014, the Company refined the administration structure of its head office in compliance with the
requirements of well-organized business lines, efficient decision-making, effective management and control
and reasonable business procedures and division of responsibilities. The Company also improved its staff
structure and increased its efforts in attracting professionals. Staff rotation across different departments was
encouraged, all above are supposed to further facilitate the Company human resources management more
systematic, standardized and competitive.

Employees
As at December 31, 2014, the Group had 18,587 employees (excluding those employed through labour
dispatch agency), of which 18,410 were in Mainland China and 177 were in Hong Kong and Macau. In
the Company and its tier-one subsidiaries (head offices), employees with master’'s degree or above, with
bachelor’s degree and aged 45 or below accounted for 43%, 47% and 85% of the total number of employees,
respectively.

Remuneration Policy

Consistent with the strategies, business development and talent recruitment of the Group, remuneration
management of the Company adhered to maintaining operation efficiency. The “performance-based”
remuneration mechanism of the Group was optimized to achieve its operation targets. Salaries were
determined according to the respective positions, duties, competence and contributions of employees
under the employee remuneration management mechanism with the principles of “position-based salary and
performance-based bonus”. The incentive mechanism based on profit contribution was further optimized.
Through matching revenue with risks and maintaining the consistency between long-term and short-term
incentives, the Company established a healthy and competitive remuneration management system which is
consistent with its operating results and fair meanwhile.

Education and Training

In 2014, the Company strengthened the content and coverage of its employee training. On-site training
programs targeting different business lines and employees were conducted, such as case study, system
analysis, seminar, technical support and research. Employees were encouraged to take part in online
learning and self-study for professional qualifications. In 2014, over 920 training programs were held by the
Company with more than 41,000 participants, providing sufficient human resources support for the sound and
sustainable development of the Company.
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Risk Management

In 2014, the Company adhered strictly to its risk management concept of “protecting the bottom-line
by managing risks proactively”. Through establishment of comprehensive risk management system and
continuous refinement of risk management procedures of its businesses, the Company was able to limit its
overall business risks within an acceptable level. As such, a solid foundation was laid for the realization of
strategic targets and steady development of the Company.

Structure of Risk Management

The Company has developed an integrated risk management framework consisting of four levels, namely the
Board and the Board of Supervisors, the Senior Management, the Risk Management Department and relevant
functional departments at the Head Office, and its branches and subsidiaries, and the three lines of defense
comprised of the business operation departments, the functional departments of risk management and the
internal audit departments.

The Board assumes ultimate responsibility for the effectiveness of overall risk management. lts Risk
Management Committee supervises and evaluates the Group’s risk management, and the Audit Committee
supervises the Group’s internal control and internal audit. The Board of Supervisors supervises the risk
management and internal control of the Company and makes suggestions and proposals accordingly. The
Senior Management, including the Chief Risk Officer, is accountable to the Board for the overall effectiveness
of our comprehensive risk management.

The risk management organizations of the Company primarily consist of: (1) the Board and its Risk
Management Committee and Audit Committee; (2) the Board of Supervisors; (3) the Senior Management; (4)
the Risk Management Department and other functional departments of risk management of the Company; and
(5) the risk management positions at the branches and the functional departments of risk management at the
subsidiaries.

In 2014, the Company further refined its risk management system. In compliance with the requirements of risk
and compliance management, the Company specified relevant duties of risk management and appointed risk
and compliance officers for all departments at the Head Office. Its branches assigned their business review
departments to serve as risk management departments and designated competent staff as risk compliance
officers. Its subsidiaries strengthened the construction of their own risk management departments and
carried out pilot risk officer monitoring system in certain subsidiaries. The Company kept improving its risk
management structure to ensure its rapid business development.
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The Company made steady progress in the establishment of its risk management system. It formulated
corresponding measures such as the Administrative Measures for Credit Risk ( ({iEFRBREEIHE) ),
the Administrative Measures for Market Risk ( (TSR EIRHEE) ) and the Administrative Measures for
Operational Risk ( (R{ERREIEHEE) ), which aim to manage major risks such as credit risk, market risk
and operational risk. The Company also revised the Administrative Measures for Connected Transactions
((BEEEZ ZEIEPEE) ) in compliance with the new regulatory requirements. The depth and breadth of risk
management of the Company were extended continuously.

Management of Credit Risk

Credit risk refers to the risk of business losses of the Group resulting from an obligor or counterparty’s failure
or unwillingness to perform its repayment obligations in a timely manner, or the deterioration of its financial
conditions. Credit risk of the Group is primarily related to its distressed debt asset portfolio, the fixed-income
investment portfolio of its financial subsidiaries, the financial lease receivables of its financial leasing business
and other exposures to credit risk of on- and off-balance sheet.

The Company strictly complies with the regulatory requirements of the CBRC including relevant management
guidelines on credit risks. Under the guidance of the Risk Management Committee of the Board and the Senior
Management, the Company has optimized the policies and information system of credit risk management and
focused on the risk control of major areas to implement the strategies of the Company and control and reduce
credit risks.

In 2014, the Company actively refined its credit risk management policies in response to the changes in the
general economy and financial regulatory requirements: (1) the Administrative Measures for Customer Credit
Rating ( (B F{ZAFHREEIE) ) was formulated and refined, and the customer credit rating management
was strengthened with specified approval standards of customers to prevent credit risk; (2) the Administrative
Measures for Customer Risk Limit ( (BEFRRREEEIEHE) ) was formulated and refined to control the
transaction amount of customers by estimating the customer risk limits so as to avoid the risk of excessive
transactions with a particular customer; (3) the Administrative Measures for Risk Classification of Assets
(CEERBRDBEEILL) ) was refined to standardize the management of risk classification of assets and
accurately reflect asset quality so as to lay a solid foundation for the calculation of risk reverse and enhance its
risk and asset management capability comprehensively. In addition, the Company developed and continuously
refined its internal rating system based on the need of risk management to evaluate the customer credit rating,
customer risk limit and business rating. As such, its credit risk management was improved with the increasing
application of credit risk control tools.

In 2014, the Company adjusted the standards for projects acquisition dynamically according to the economic

development and its business conditions to improve the asset quality and enhance the risk management of
projects, thus facilitating the steady development of its distressed asset business.
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Pursuant to the relevant policies of the PRC, the Company reviewed the projects with financing platform of
local government and instructed its branches to pay close attention to the condition of the financing platform
and control the risk of certain projects. Due to the slowdown in economic growth and the complicated real
estate market conditions in China, the Company conducted special stress tests on its real estate business and
adjusted the structure of its main business gradually in order to mitigate industry concentration risk.

Management of Market Risk

Market risk refers to the risk that the Company may suffer losses due to adverse movements in interest rates,
exchange rates and market prices such as stock and commodity prices.

The market risk management of the Company includes identifying, measuring, supervising, monitoring and
reporting of market risk. The Company established and refined the market risk management system to control
market risk within acceptable range according to the risk tolerance of the Company, so as to maximize the
risk-adjusted returns.

Market risks of the Group primarily arise from interest rate and exchange rate sensitive assets and liabilities and
equities vulnerable to market fluctuations owned by the Group, bond and equity stock investments owned by
its insurance and securities subsidiaries, as well as interest-sensitive assets and liabilities owned by its financial
leasing subsidiary. The Company manages risks arising from interest rate fluctuations by strictly controlling
the length of the debt restructuring term and strengthening the matching of the maturities and interest rate
structure of the Restructured Distressed Assets with its liabilities.

The Company manages the interest rate risk arising from the fluctuation of interest rate by refining the project
repayment plan, improving the FTP system and strengthening the matching of assets and liabilities of different
maturities.

We are of the view that the foreign exchange risk of the Company is insignificant. The Company operates
mainly in the PRC and its transactions are denominated in RMB. The Company alleviated its foreign exchange
risk through speeding up its foreign exchange settlement. As of the end of the Reporting Period, the Company
completed its settlement of proceeds from listing and maintained limited foreign exchange position for the
payment of post-listing expenses. As to USD Guarantee Senior Notes issued by its overseas subsidiaries,
since investment assets are mainly denominated in USD or HKD which is pegged to the exchange rate of USD,
and currencies for assets and liabilities are basically the same, the foreign exchange risk is not significant. The
Company closely monitors foreign exchange risk resulting from changes in exchange rates and timely hedges
foreign exchange risk through currency swap and other measures.

72 China Cinda Asset Management Co., Ltd. 2014 Annual Report



Management Discussion and Analysis

With respect to risks arising from the fluctuation of stock prices of listed companies owned by the Company,
it closely monitors the impacts of macro-economic changes and industry trends, fluctuation in commodity
prices and other factors on the operations and financial condition and valuation of the enterprises in
which the Company owns equities. More research and analysis efforts were made to better formulate and
adjust the management strategies of the market value of its equities in listed companies. Cinda Securities
provides professional analysis with respect to market value management of the Company’s equities in listed
companies and closely monitors macro-economic situation and market movements for optimized and effective
management.

With respect to the market risks of its subsidiaries, the Company has established market risk management
systems at its insurance, securities and financial leasing business segments in accordance with regulatory
requirements and typical industry practices. In addition, these subsidiaries report their market risk management
to the Risk Management Department of the Company on a regular basis.

Management of Liquidity Risk

Liquidity risk refers to the risk that, while the Company remains solvent, it fails to obtain sufficient funds or
obtain sufficient funds at reasonable cost to either deal with asset growth or repay debts when they fall due.
Liquidity risk can be further divided into financing liquidity risk and market liquidity risk. Financing liquidity
risk arises when the Company fails to meet its funding requirements without affecting its daily operations or
financial conditions; market liquidity risk arises when the Company fails to obtain funds by promptly disposing
of its assets at a reasonable price due to the limited depth of the market or market fluctuations. The potential
sources of its liquidity risk include the slower-than-expected recovery of funds, insufficient financing to support
business development, maturity mismatch of assets and liabilities and insufficient liquidity reserve.

The Company adopts a centralized liquidity management system. It strived to enhance its liquidity risk
management through stronger market research efforts and more flexible liquidity management strategy,
financing strategy and capital operation strategy. Optimized liquidity management measures and methods
were adopted, such as capital planning management, FTP management and stress tests. It also improved the
mechanisms and procedures of liquidity management to ensure effective prevention of liquidity risks.

The Company strengthened its cash flow gap management by organizing regular meetings for front and
middle functional departments to discuss various capital arrangement plans and draft reasonable budgets.
The Company enhanced the alert of maturing assets and liabilities by setting and monitoring indicators in
accordance with regulatory requirements for effective supervision and control of liquidity risk. It also formulated
management plans of liquidity risk based on its regular stress tests.
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The Company consolidated the foundation of liability management and financing management, improved its
financing capability and refined its liabilities structure through various measures. The Company expanded
funding sources of financial bonds and from non-banking financial institutions, and established a sound,
diversified and decentralized financing system with an emphasis on exploring low-cost financing channels.
Based on the changes in asset maturity, the Company adjusted the maturity of liabilities to closely matching
with that of assets.

Management of Operational Risk

Operational risk refers to the risk of losses resulting from an inadequacy or deficiency of internal processes,
working staff and information technology systems or from external events. In 2014, the Company strengthened
its control over operational risk and further adjusted its risk management organization structure and approach.
Risk management systems and mechanisms for all levels were optimized to facilitate the normal operation of its
businesses. The Company actively conducted assessment and supervision of operational risks for all business
lines, promoted the establishment of standardized systems and internal control system with an aim to enhance
its operational risk management.

In 2014, the Company has conducted a thorough operational risk detection which has prevented and resolved
the operational risk effectively. The Company has also established a risk inspection system to identify potential
risks and encouraged its branches and subsidiaries to enhance their risk control awareness and strengthen
the risk management. The Company formulated the Provisional Rules on Risk Inspection (Trail) ( & B
BITEHE (E77) ) ), Risk Inspection Procedures ( BB E T{ERIE) ) and Administrative Measures
for Operational Risk ( (IRIEREEEEHHE) ). Authorization Management Procedures ( (IRIEEIEMRIE) )
was revised to tighten requirements on internal authorization management. The Company also adjusted the
basic authorization of branches according to the economic environment for more effective operational risk
prevention.

The Company has organized training programs and seminars and compiled case studies to enhance the risk

awareness of employees, develop their operational technique and encourage them to embrace a proper risk
management philosophy and culture.
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Management of Reputation Risk

The Company has put a great emphasis on the monitoring of reputation risk. A sound operating mechanism
for monitoring, handling and reporting public sentiment has been set up and refined in its daily management
to maintain a smooth communication of risk information. The Company dealt with negative public sentiment
proactively and formulated the contingency plan for reputation risk. In addition, it promoted the establishment
of the management system of reputation risk to improve its management standard.

Anti-money Laundering

The Company has diligently performed its social responsibility of anti-money laundering and strictly complied
with the relevant anti-money laundering laws and regulations. The Company imposed requirements of anti-
money laundering with focus on risk prevention and continued to enhance the compliance management of
anti-money laundering.

Internal Audit

The Company has implemented an internal audit system and allocated professional auditors to conduct
independent and objective supervision, inspection and evaluation on its income and expenditure, operating
activities, risk exposure and internal control. Such designated auditors are also responsible to report the
material deficiencies found in audit to the Audit Committee or the Board as well as the Board of Supervisors.

In 2014, the Company conducted its audit work with caution. The Company took risk and benefit as guide
and centre, and carried out regular and special audits, economic responsibility audit and internal control
assessment. The Company promoted the establishment of internal audit system, enhanced the professional
capability of the audit team and completed its annual audit plans in an orderly manner.

Enhanced the internal audit system. The Company conducted studies and researches on specific areas
to explore an appropriate internal audit system that caters to its development needs as a listed company.
It integrated relative audit and management policies and further improved their specificity and applicability.
Assessment mechanism of internal audit was refined to further strengthen the daily supervision and
management of internal auditing of its branches and subsidiaries.

Carried out regular and special audits. The Company carried out regular and special audits for its branches
and subsidiaries in respect of significant projects, key business, financial matters and internal control. As for
its core business, the Company conducted special audit researches in respect of financial investment, asset
acquisition and follow-up management and internal control. It also carried out economic responsibility audit on
the performance of mid-level and Senior Management of the Group during their term of offices.
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Organized evaluation on internal control. Through self-evaluation of all departments of the headquarters,
branches and subsidiaries, and onsite tests and inspection of key aspects, the Company evaluated the
effectiveness of internal control in various aspects, including risk management, internal supervision, financial
management, business operation and information communication. It made recommendations for improvement
and supervised the implementation of rectification measures for the continuous improvement of its internal
control system.

Improved the capability of internal audit. The Company improved the capability of the audit team through
providing courses and training programs in laws and regulations, internal auditing system and industry
knowledge. It also enhanced its auditing methodology and established an off-site monitoring system for all its
businesses. The Company coordinated its audit resources and designated internal auditors of its branches and
subsidiaries to participate in key audit projects of the Head Office in order to improve overall auditing level of
the Group.

For more details on the risk management of the Company, please see Note V.67 “Financial risk management”
to the consolidated financial statements.

Capital Management

Based on the regulatory requirements in relation to capital and in line with its development strategies, the
Company improved its capital management systems. According to its capital adequacy ratio, the Company
adjusted its operation strategy and focused on the development of asset management and other less capital-
intensive business so as to optimize the capital allocation. The growth rate of risk asset was under control to
ensure the stability of its capital adequacy ratio and the sustainable development of the Group.

As at December 31, 2013 and 2014, the capital adequacy ratio were 21.58% and 18.08% respectively, which
were higher than the standard set by the regulatory authorities. As at December 31, 2013 and 2014, the
leverage ratio were 2.9:1 and 3.4:1 respectively. The increase in leverage ratio was mainly due to higher growth
in borrowings in the interest-bearing liabilities.
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Prospects

In 2015, the global economy will continue its substantial adjustments post the global financial crisis. Economic
growth may record slightly growth but the overall lackluster economy will be unlikely to improve significantly. In
addition, the PRC economy will experience changes in various aspects such as consumer demand, investment
demand, export and international payments, production capacity and industrial organization, comparative
advantages of production factors, market competition characteristics, resource and environmental constraints,
accumulation and mitigation of economic risks, resource allocation mode and macro-regulation policy. Such
changes signify that the PRC economy is entering into a new development stage with upgraded form, complex
division of labor and further rationalized structure. Particularly, the economic growth rate is shifting from high
to medium-to-high; the development mode is changing from extensive and speedy to intensive and efficient;
and the economic development is driven by new growth points rather than traditional growth points. Under
the new normal economy, the Company will stay alert to the macro-economic and financial market conditions
and actively seize the opportunities in the financial market and distressed assets market. Further efforts will
be made to accelerate its reform while protecting the bottom-line of risk and enhancing the capability of
innovation.

In line with the slower economic growth and in-depth adjustment of industrial structure, various hidden risks
in the economic and financial systems will become apparent. However, considering the stringent regulatory
systems of China and sufficient risk provisions made by financial institutions, the overall risks in the financial
system of China will be under control with limited risk of hard landing. Under this backdrop, the market
demands for resolving various risks with the characteristic of high leverage and bubbles are expected to
increase. The Company will strive to seek the progress while keep the performance stable in its overall
business. Committed to higher operation efficiency and performance, the Company will expand its market and
further consolidate the leading position of its core distressed asset business.

On one hand, non-performing loan balance and ratio of banks in China keep increasing. Commercial banks will
endeavor to write off, revitalize, restructure and transform the non-performing assets in compliance with the
regulatory requirements so as to provide market opportunities for the traditional distressed asset business of
the Company.

On the other hand, with slower macro-economic growth, the scale of non-banking distressed assets in China
may continue to increase, and liquidity problems of some industrial enterprises may be serious increasingly, so
as to provide more opportunities for the Company to develop its restructured distressed asset business and
special situation investments.
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In general, the new normal of economy will bring favorable opportunities to the major businesses of the
Company. The competitiveness of its distressed asset business is expected to maintain. Firstly, with the
increasing supply of distressed assets, the Company will face more opportunities of acquisitions, which will
benefit its continuous development. Secondly, with the business expansion of special situations investments
and alternative assets management relevant to capital market, the Company will further extend the connotation
of its core business. Thirdly, with the development of financial innovations in line with government policies
to support asset management and financial business, the Company optimized its sustainable business
and profit mode. Besides, in 2015, the Company will integrate various financial instruments in line with the
implementation of government strategies. It will also keep a close eye on the optimization and upgrade of
the industry and resolution of financial risks, as well as the potential opportunities from the implementation of
the strategic plans of China, such as “The Belt and Road Initiatives”, the coordinated development of Beijing-
Tianjin-Hebei region and the development of the Yangtze River Economic Belt, so as to enhance the capability
of serving the real economy.
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Social Responsibility

In 2014, the Company seized its listing opportunity to fulfil its missions and responsibilities of “providing
excellent services to customers; securing best returns for Shareholders; developing career platforms for
employees; resolving financial risks for the PRC; and shouldering more responsibilities for the society”.
Fully committed to its corporate image of “realizing its goal with confidence and action”, it made an active
contribution to boost the social and economic development of the PRC.

Promoting social value

The Company made full use of the advantages of its main business distressed asset business to prevent and
resolve the financial risks and safeguard the social and economic stability. With the essential requirements of
serving the real economy, the Company provided excellent financial services in its endeavor to support the
reforms of state-owned enterprises, facilitate structural reorganization of the industry, and coordinate regional
development. In order to achieve inclusive finance, the Company also strengthened its cooperation with
agricultural enterprises, supporting development of small and micro enterprises and put emphasis on major
infrastructure projects in line with its social values.

Providing comprehensive financial services

As the pioneer and leader in the distressed asset management industry of the PRC, the Company adhered
to its customer-oriented philosophy in its continuous pursuit of better customer services and professional
competitive edges as a first-class brand. The Company provided comprehensive and integrated financial
services such as securities, funds, futures, insurances, trusts, leases, investments, custody and liquidation
tailored to different life stages, characteristics and requirements of customers. Through flexible transaction
structure and quality products and services, the Company created a flexible investment environment for
customers.

Developing green business

Advocating green development concept, the Company promoted the environmental protection culture by
organizing green charity plantation activities, developing “Clear your plate” Campaign (Jt#877&)) for resources
saving, participating in used book recycling in the communities, supporting coastal ecology conservation,
protecting biodiversity and promoting the sustainable development of environmental protection. The Company
accelerated innovation in green finance and carried out electronic insurance document business. It also
encouraged reduction in energy consumption and advocated green office with a view to achieving energy
saving and low carbon emission to further promote the green culture continuously.
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Enhancing corporate harmony and motivation

The Company is committed to standardizing labor management and protecting the legal rights of employees.
Continuous efforts were made to optimize the remuneration management systems to ensure that the
remuneration of its staff is closely in line with their performance. Adhering to democratic management, the
second meeting of the second session of the employee representative meeting of the Company was held in
2014 to amend the Implementation Rules of Employee Representative Meeting ( (B TR KR A ErAME]) )
and Rules of Procedures of Employee Representative Meeting ( B TR ER XS EREIE) ). The amendments
were essential in enhancing the democratic management and transformation of the Company. To safeguard
the best interests of its staff, the Company purchased insurance and expedited insurance compensation for
employees. It also attached great importance to the all-round development and growth of young employees
by implementing comprehensive vocational training through various channels. The Company has shown
compassion to the people in need by participating in relief activities such as providing humanitarian aid to staff
and families in need and organizing various health seminars, fitness and recreational activities.

Making contribution

The Company actively participated in public welfare work and launched various volunteering activities in
the community and schools to show its love and care for specific groups, such as the disabled, the elderly,
children and students with financial difficulties. The Company also took part in relief works of earthquakes
and the super typhoon, which hit Hainan in July 2014. The Company provided support to affected staff and
invited its staff to donate money and resources to people affected. The Company extended its regular on-site
poverty alleviation activities in rural areas and enhanced community development planning to develop rural
infrastructure, strength human resources construction and provide more education opportunities for poverty-
stricken students.
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Changes in Share Capital and Information on Substantial Shareholders

Changes in Share Capital

The share capital of the Company as at December 31, 2014 was as follows:

MOF Domestic Shares 24,596,932,316 67.84%
Holders of H Shares H Shares 11,659,757,719 32.16%
Total 36,256,690,035 100.00%
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Substantial Shareholders and De Facto Controller

Interests and Short Positions held by the Substantial Shareholders and Other Persons

The Company had 2,179 Shareholders as at December 31, 2014. So far as Directors and Supervisors are
aware, the following persons had, or were deemed to have, an interest or short position in the Shares and
underlying Shares which have been recorded in the register kept by the Company pursuant to Rule 336 of the
SFO:

Approximate  Approximate

Number of percentage percentage
shares held to the total to the
Name of substantial directly and Class of Nature of issued relevant class
shareholders Capacity indirectly Share interest  Share capital of Shares
MOF Beneficial owner 24,596,932,316 Domestic Shares Long position 67.84% 100%
NSSF Beneficial owner 2,914,843,174 H Shares  Long position 8.04% 25.00%
UBS AG Beneficial owner 1,751,348,017 HShares  Long position 4.83% 15.02%
Beneficial owner 1,568,253,515 H Shares  Short position 4.33% 13.45%
Person holding a 67,812,696 H Shares Long position 0.19% 0.58%
security interest
in shares
Interest of controlled  1,312,903,969 HShares  Long position 3.62% 11.26%
corporation
Interest of controlled 2,655,770 H Shares  Short position 0.01% 0.02%
corporation
UBS Group AG" Person holding a 67,812,696 H Shares  Long position 0.19% 0.58%
security interest
in shares
Interest of controlled  3,064,251,986 HShares  Long position 8.45% 26.28%
corporation
Interest of 1,570,909,285 H Shares  Short position 4.33% 13.47%
controlled
corporation

Note:
(1) UBS Group AG holds 96.64% equity interest in UBS AG and is deemed to be interested in 3,132,064,682 H Shares (long position) and
1,5670,909,285 H Shares (short position).

Major Shareholders

During the Reporting Period, the major shareholder and de facto controller of the Company remained
unchanged. Details of the major shareholder of the Company are as follows:

MOF

MOF was established in October 1949 as a department under the State Council responsible for the
administration of revenue and expenditures and taxation policies of the PRC.
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Directors
No. Name Gender Age Position Term of office
Current Directors
1 Hou Jianhang Male 58 Chairman of the Board From June 2013 to the expiration
Executive Director of the term of the current session
of the Board
2 Zang Jingfan Male 59 Executive Director From June 2013 to the expiration
President of the term of the current session
of the Board
3 Li Honghui Male 50 Non-executive Director ~ From August 2014 to the expiration
of the term of the current session
of the Board
4 Song Lizhong Male 55 Non-executive Director ~ From August 2014 to the expiration
of the term of the current session
of the Board
5 Xiao Yuping Female 54 Non-executive Director From June 2013 to the expiration
of the term of the current session
of the Board
6 Yuan Hong Female 50 Non-executive Director From June 2013 to the expiration
of the term of the current session
of the Board
7 Lu Shengliang Male 47 Non-executive Director From June 2013 to the expiration
of the term of the current session
of the Board
8 Li Xikui Male 70 Independent From June 2013 to the expiration
non-executive Director of the term of the current session
of the Board
9 Qiu Dong Male 57 Independent From June 2013 to the expiration
non-executive Director of the term of the current session
of the Board
10 Chang Tso Tung, Male 66 Independent From June 2013 to the expiration
Stephen non-executive Director of the term of the current session
of the Board
11 Xu Dingbo Male 51 Independent From June 2013 to the expiration
non-executive Director of the term of the current session
of the Board
Resigned Directors
1 Wang Shurong Female 59 Non-executive director From June 2013 to August 2014
2 Yin Bogin Male 58 Non-executive director From June 2013 to August 2014
3 Xu Zhichao Male 55 Executive director From June 2013 to January 2015
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Executive Directors

Mr. Hou Jianhang, aged 58, has been executive Director of the Company since June
2010, and the executive Director and Chairman of the Board of the Company since May
2011. He was accredited as a senior economist by CCB in May 1993. Mr. Hou had held
various positions successively with CCB (listed on Hong Kong Stock Exchange, stock
code: 00939; and the SSE, stock code: 601939), including deputy director and director
of the Planning Department from June 1989 to February 1995, deputy branch general
manager of CCB’s Shandong Branch from February 1995 to March 1997, general manager
of the Credit Management Department from March 1997 to March 1999, and general
manager of the Credit Risk Management Department from March 1999 to April 1999. Mr.
Hou joined the Company as director of the Creditors’ Rights Management Department in
April 1999. He served as Vice President of the Company from September 2000 to June
2010, and as President of the Company from June 2010 to May 2011. Mr. Hou graduated
from Liaoning Finance and Economics College (currently known as Dongbei University of
Mr. Hou Jianhang Finance and Economics) in August 1979 with a major in infrastructure finance.

Mr. Zang Jingfan, aged 59, has been executive Director and President of the Company
since May 2011. He was accredited as a senior economist by PBOC in September 1994.
Mr. Zang served as deputy branch general manager and branch general manager of
PBOC'’s Liaoyuan Branch from July 1984 to September 1994, deputy branch general
manager of PBOC’s Jilin Branch and deputy director of SAFE’s Jilin Bureau from
September 1994 to November 1998, deputy branch general manager of the PBOC’s
Shenyang Branch from November 1998 to July 2003, and head of the Preparation Team
and director of the CBRC Heilongjiang Branch from July 2003 to October 2005. He
was also director of the Cooperative Finance Supervision Department of the CBRC from
October 2005 to June 2010. Mr. Zang joined the Company in June 2010 and worked as
Chairman of the Board of Supervisors from June 2010 to May 2011. Mr. Zang graduated
from Shaanxi Institute of Finance and Economics (currently known as Xi'an Jiaotong
University) in July 1999 with a master’s degree in currency banking.

Mr. Zang Jingfan
Non-executive Directors

Mr. Li Honghui, aged 50, has been non-executive Director of the Company since
August 2014. Mr. Li served as the officer, associate chief officer and chief officer of the
General Office of the Department of Industry and Communication Financing, deputy head
of the General Information Division of the Department of Industry and Communication,
deputy head of the Industry Division and Industry Division | of the Economic and Trade
Department, deputy head and head of the Planning and Investment Division, head of
the General Office, head of the Environment and Resources Division of the Economic
Construction Department and deputy director of the Investment Appraisal and Censoring
Centre under the MOF from August 1990 to June 2014. Mr. Li obtained a bachelor’s
degree in industrial accounting from Hunan College of Finance and Economics (currently
known as Hunan University) in September 1987, a master’s degree in economics, majoring
in finance, from the Graduate School of the Finance Science Institute of the MOF in August
1990, and a doctoral degree in economics, majoring in accounting, from the Graduate
Mr. Li Honghui School of the Finance Science Institute of the MOF in August 1998.

84 China Cinda Asset Management Co., Ltd. = 2014 Annual Report



Directors, Supervisors and Senior Management

Mr. Song Lizhong, aged 55, has been non-executive Director of the Company since
August 2014. Mr. Song served as the officer, associate chief officer and chief officer of
Division Il of the Bureau of Retired Veteran Cadres, deputy director and director (chief
officer level) and deputy director-general of the CPC Branch Office of the Bureau of Retired
Cadres under the MOF from September 1989 to June 2005, temporary post of the deputy
head of the Department of Finance of Ningxia Hui Autonomous Region from June 2005
to August 2007, and the deputy head of the Bureau of Retired Cadres of the MOF from
August 2007 to June 2014. Mr. Song graduated from the Faculty of Chinese of Renmin
University of China (with an associate degree) in Chinese language in July 1987, and
graduated from the Correspondence Institute of Central Communist Party School (with an
undergraduate degree) in economic management in December 1999.

Mr. Song Lizhong

Ms. Xiao Yuping, aged 54, has been non-executive Director of the Company since June
2010. She was admitted to practice PRC law in April 1989, and was accredited as a
senior economist by PBOC in November 1999. Ms. Xiao joined PBOC in July 1986 and
from December 1999 to June 2010 served successively as deputy director of General
Affairs Division of Department of Treaty and Law, deputy director of Financial Creditors’
Right Management Office of Department of Treaty and Law (deputy director level), deputy
director of Legal Affairs Division, director of Department of Banking Institutional Risk and
Disposal of Financial Stability Bureau, director of Department of Risk Supervision and
Evaluation of Banking Industry and deputy inspector of Financial Stability Bureau. She also
served as a visiting scholar at the Los Angeles Branch and New York Branch of Korea First
Bank from April 1996 to April 1997. Ms. Xiao graduated from Peking University in July 1986
with a bachelor’s degree in law. She received “National Financial Labor-Day Medal” (£ B &
B H— 4 E)4EE) from the National Committee of China Financial Labor Union (FF B4 &t T
22FE82)in April 2007.

Ms. Xiao Yuping

Ms. Yuan Hong, aged 50, has been non-executive Director of the Company since June
2013. She was accredited as an economist by Heilongjiang Branch of PBOC in December
1993. Ms. Yuan was an officer of Heilongjiang Branch of PBOC (Foreign Exchange Bureau)
from July 1987 to August 1994 (on secondment to Office of Financial Institutions, Foreign
Exchange Business Department of SAFE from October 1990 to August 1994), deputy
principal officer and principal officer of Office of Financial Institutions, Management and
Inspection Department of SAFE from August 1994 to August 1998. She also served
successively as principal officer of Policy Bank Regulatory Office of Bank Regulatory First
Division, Policy Bank Regulatory Second Office and Policy Bank Regulatory First Office of
PBOC from August 1998 to September 2003. Ms. Yuan was an assistant consultant and
deputy director of Policy Bank Regulatory First Office of Third Bank Regulatory Department,
director of Off-site Regulatory Office of Fourth Bank Regulatory Department, director of
Second Off-site Regulatory Office of Fourth Bank Regulatory Department, and an associate
counsel of Fourth Bank Regulatory Department of CBRC from September 2003 to June
2013. Ms. Yuan served as a part-time supervisor of the board of supervisors of the
Agricultural Development Bank of China from January 2009 to June 2013 and a part-time
supervisor of the board of supervisors of Export-Import Bank of China from June 2009
to June 2013. Ms. Yuan graduated from Nankai University in July 1987 with a bachelor’s
degree in economics.

Ms. Yuan Hong
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Mr. Lu Shengliang, aged 47, has been non-executive Director of the Company since
June 2012. He was accredited as a deputy researcher by Chinese Academy of Social
Sciences (“CASS”) in August 1997. Mr. Lu served successively as associate researcher,
deputy researcher and deputy director of the Finance, Trade and Economy Research
Institution of CASS from August 1992 to May 2001. He also served successively as
director of the Secretariat Office, director of the General Affairs Division of the Equity and
Assets Department, and deputy director of the Equity and Assets Department (Industrial
Investment Department) of the NSSF since May 2001. Mr. Lu has also served as non-
executive director of AVIC International Holding Corporation from January 2010 to July
2014, and non-executive director of China UnionPay Company Limited from February 2011
to August 2014. Mr. Lu graduated from Zhongnan University of Economics and Law in July
1987 with a bachelor’s degree in economics, and graduated from CASS Graduate School
with a master’s degree and a doctoral degree in economics in July 1990 and July 1999,
respectively.

"

Mr. Lu Shengliang

Independent Non-executive Directors

Mr. Li Xikui, aged 70, has been independent non-executive Director of the Company since
June 2010. He was accredited as a researcher of CCB’s head office by CCB in January
1993, and receives special allowance from the State Council. Mr. Li successively served
as deputy director, deputy department director, vice president of head office, and director
of the Research Institute of CCB from August 1982 to January 1994. He worked as vice
general manager of Shougang Group and president of Hua Xia Bank Co., Limited from
January 1994 to February 2000. He served as vice president of China Galaxy Securities
Co., Ltd. from February 2000 to February 2006, chairman of the board of directors of
Galaxy Fund Management Co., Ltd from February 2006 to April 2010, and independent
non-executive director of Chiho-Tiande Group Limited from July 2010 to December 2014.
Mr. Li graduated from Liaoning Finance and Economics College (currently known as
Dongbei University of Finance and Economics) in August 1970, and graduated from the
Finance Science Institute of the MOF with a master’s degree in economics in July 1982.

Mr. Qiu Dong, aged 57, has been independent non-executive Director of the Company
since June 2010. He is a PhD supervisor, representative of the 10th NPC, expert entitled
to Government Special Allowance by the State Council and distinguished guest professor
of Changjiang Scholars Program. Mr. Qiu served successively as professor, vice president
and president of Dongbei University of Finance and Economics from January 1985 to
March 2005. From March 2005 to March 2009, he was a professor of Central University
of Finance and Economics. Mr. Qiu currently is an independent non-executive director
of Agricultural Bank of China Limited (listed on the Hong Kong Stock Exchange, stock
code: 01288, and listed on the SSE, stock code: 601288). He is also the chairman of
the academic committee of the National Accounting Research Institute of Beijing Normal
University, member of the National Appraisal Group of Philosophy, Social Science and
Planning, member of the Disciplines Evaluation Panel of the Academic Degrees Committee
of the State Council, member of the Advisory Committee of NBSC, vice president of the
National Accounting Society of China, vice president of the Statistical Education Society of
Mr. Qiu Dong China, vice president of the China Association of Market Information and Research; vice
chairman of the National Statistical Teaching Material Editing and Censoring Committee,
member of Selection Committee for Science and Technology Progress Award on Statistics
of China; an adjunct PhD supervisor of Tianjin University of Finance and Economics, an
adjunct professor of Zhejiang Gongshang University, Jinan University, Zhongnan University
of Economics and Law, Shanxi University of Finance and Economics, Zhejiang University
of Finance and Economics, Southwest University of Finance and Economics, and member
of Editorial Board of Statistical Research. Mr. Qiu graduated from Dongbei University of
Finance and Economics in November 1990 with a doctoral degree in economics.
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Mr. Chang Tso Tung, Stephen, aged 66, has been independent non-executive Director
of the Company since June 2013 and is a fellow member of the Institute of Chartered
Accountants in England and Wales and the Hong Kong Institute of Certified Public
Accountants, respectively. Mr. Chang has been practising as a certified public accountant
in Hong Kong for about 30 years and has extensive experience in accounting, auditing
and financial management. Mr. Chang was the deputy chairman of Ermnst & Young Hong
Kong and China until his retirement at the end of 2003. Mr. Chang is also a member of the
Investment Committee of Shanghai Fudan University Education Development Foundation
and Shanghai Fudan University Education Development Foundation (Overseas). Mr. Chang
has served as independent non-executive director of Kerry Properties Limited (listed on
Hong Kong Stock Exchange, stock code: 00683) since December 2012. Mr. Chang served
as independent director of China World Trade Center Co., Ltd (listed on the SSE, stock
code: 600007) from December 2004 to November 2010, and independent non-executive
director of China Pacific Insurance (Group) Co., Ltd (listed on Hong Kong Stock Exchange,
stock code: 02601) from June 2007 to May 2013. Since September 2014, Mr. Cheung
has served as independent non-executive director and chairman of the audit committee of
Hua Hong Semiconductor Ltd. (listed on Hong Kong Stock Exchange, stock code: 01347).
Since October 20, 2014, Mr. Cheung has served as independent director, chairman of the
nomination and remuneration committee and member of the audit committee of the board
of directors of China Life Insurance Co. Ltd. (listed on Hong Kong Stock Exchange, stock
code: 02628; and the SSE, stock code: 601628). Mr. Chang graduated from the University
of London in August 1973 with a bachelor’s degree in science.

Mr. Xu Dingbo, aged 51, has been independent non-executive Director of the Company
since June 2013 and is a member of the American Accounting Association. Mr. Xu was a
teaching assistant in the University of Pittsburgh and the University of Minnesota and an
assistant professor in The Hong Kong University of Science & Technology from 1986 to
20083, and was an adjunct professor in Peking University from April 1999 to April 2009.
Mr. Xu joined China Europe International Business School in January 2004. He currently
serves as the Essilor Chair Professor of Accounting, Associate Dean and member of
Management Committee, and has also served as a member of Financial Budget Committee
since October 2009. Mr. Xu has been appointed as independent non-executive Director
and chairman of the Audit Committee of The People’s Insurance Company (Group) of
China Limited (listed on Hong Kong Stock Exchange, stock code: 01339) since September
2009. From December 2009 to November 2011, Mr. Xu served as independent non-
executive Director and chairman of the Audit Committee of Sanjiang Shopping Club Co.,
Ltd. (listed on the Shanghai Stock Exchange, stock code: 601116). Mr. Xu has served
as independent director and chairman of the Audit Committee of DongyiRisheng Home
Decoration Group Limited Company since December 2010. Since December 2012, Mr.
Xu has served as independent director and chairman of the Audit Committee of Shanghai
Shyndec Pharmaceutical Co., Ltd. (listed on the Shanghai Stock Exchange, stock code:
600420). Mr. Xu has served as independent director of Sany Heavy Industry Co., Ltd
(listed on the Shanghai Stock Exchange, stock code: 600031) since January 2013 and as
chairman of the Audit Committee since July 2013. Mr. Xu graduated from Wuhan University
in July 1983 and October 1986 with a bachelor’s degree in science and a master’s degree
in economics, respectively. Mr. Xu graduated from the University of Minnesota in October
1996 with a doctoral degree in accounting.
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Supervisors

No. Name Gender Age Position Term of office
Current Supervisors
1 Gong Jiande Male 51 Chairman of the Board of From February 2015 to the
Supervisors expiration of the term of the current
Shareholder Representative  session of the Board of Supervisors
Supervisor
2 Liu Yanfen Female 61 External Supervisor From February 2015 to the
expiration of the term of the current
session of the Board of Supervisors
3 Li Chun Male 57 External Supervisor From February 2015 to the
expiration of the term of the current
session of the Board of Supervisors
4 Wei Jianhui Male 52 Employee Representative From June 2013 to the
Supervisor expiration of the term of the current
session of the Board of Supervisors
5 Gong Hongbing Female 48 Employee Representative ~ From July 2014 to the expiration of
Supervisor the term of the current session of
the Board of Supervisors
Resigned Supervisors
1 Chen Weizhong Male 60 Chairman of the Board of From June 2013 to February 2015
Supervisors
Shareholder Representative
Supervisor
2 Dong Juan Female 62 External Supervisor From June 2013 to February 2015
3 Liu Xianghui Male 60 External Supervisor From June 2013 to June 2014
4 Lin Jian Male 58 Employee Representative From June 2013 to July 2014

Supervisor
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Mr. Gong Jiande, aged 51, has served as deputy secretary of the Party Committee of
the Company since September 2014 and has been Shareholder Representative Supervisor
and Chairman of the Board of Supervisors of the Company since February 2015. Mr. Gong
served as secretary to general office, deputy secretary and secretary of department level
to the State Ethnic Affairs Commission of the PRC from August 1995 to October 2000. He
also held various positions such as department cadre, research consultant, deputy director
and director of the organization department of the CPC Central Financial Work Committee
from October 2000 to July 2003, the secretary to the Discipline Supervisory Committee
(deputy director level) of the CBRC, the chairman of the labor union (deputy director level)
of the CBRC, the member of Discipline Supervisory Committee (during which he worked
for the central financial inspection team) of the CBRC, general deputy secretary to the Party
Committee (director level) of the CBRC, member of the informatization panel of the CBRC,
head of the government sourcing administration office of the CBRC, deputy chairman of
the Research Institute of the Party Construction of the government authorities and deputy
Mr. Gong Jiande director of the Chamber of Financial Street from July 2003 to September 2014. Mr. Gong
graduated from the Party School of the Central Committee of C.P.C. majoring in economic
management in December 1996, and graduated from the postgraduate program of the
Party School of the Central Committee of C.P.C. in July 2007.

Ms. Liu Yanfen, aged 61, has been External Supervisor of the Company since February
2015 and is a senior accountant and certified public accountant of the PRC. Ms. Liu joined
Bank of China (listed on the Hong Kong Stock Exchange, stock code: 3988; listed on
the Shanghai Stock Exchange, stock code: 601988) in 1982. She served as the general
manager of the financial and accounting department of the head office of Bank of China
from June 1998 to February 2007, as general manager of the Singapore branch of Bank
of China from June 2007 to December 2011, and as chief auditor of Bank of China from
December 2011 to November 2014. Prior to the above, Ms. Liu had held various positions
such as the general manager of China Dongfang Trust and Investment Company and
deputy general manager of the financial and accounting department of the head office of
Bank of China. Ms. Liu graduated from Liaoning Finance and Economics College (currently
known as Dongbei University of Finance and Economics) with a bachelor’s degree in 1982
and obtained a master’s degree in finance from Wuhan University in 1999.

Ms. Liu Yanfen

Mr. Li Chun, aged 57, has been External Supervisor of the Company since February 2015
ﬁsﬂ" S and is the founding partner and executive partner of Grandall Law Firm, the managing
A partner of the Hong Kong office of Grandall Law Firm, the president and chief researcher of

x ;ﬁg the Grandall Research Institute. Mr. Li served as solicitor of Changchun Law Firm, deputy
~ - director of Jilin Institute of Law of Chinese Academy of Social Sciences, general manager
| o l of Jilin Economic and Legal Consultation Centre, chief legal adviser of China Merchants
' Shekou Industrial Zone Ltd., deputy general manager and chief legal counsel of Shenzhen
1 Property Rights Exchange, president of Shenzhen Lawyers Association, vice president of
Guangdong Lawyers Association, member of the first session of the Listing Committee of
Shenzhen Stock Exchange, Secretary-general to Lawyer Development Strategy Special
Committee of All China Lawyers Association. Mr. Li concurrently holds the positions as
chief executive and chief researcher of China Private Funds and Risk Investment Legal
Consultation Centre, honorable president of Shenzhen Lawyers Association, adjunct
professor and researcher of Peking University, Renmin University of China, East China
Mr. Li Chun University of Political Science and Law and Shenzhen University. He has participated in
the drafting and consultation process for the PRC Company Law and PRC Securities
Law. At present, he is the independent director of Shangdong Airlines Co., Ltd. (listed on
the Shenzhen Stock Exchange, stock code: 200152), Shenzhen Laibao Hi-Tech Co., Ltd.
(listed on the Shenzhen Stock Exchange, stock code: 002106) and EDAN Instruments,
INC. (listed on the Shenzhen Stock Exchange, stock code: 300206). Mr. Li graduated from

Jilin University in July 1996 and obtained his master degree from the Legal Department.
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Mr. Wei Jianhui, aged 52, has been Employee Representative Supervisor of the Company
since June 2013. He was accredited as an economist by CCB in November 1993. Mr.
Wei worked as senior staff member of Hebei Branch Office of CCB from April 1990 to
February 1992, vice president of Baoding Central Sub-branch of CCB from February 1992
to February 1993, and secretary of deputy director level, deputy director and director of
the General Office of CCB’s Hebei Branch from February 1993 to November 1999. Mr.
Wei joined the Company in November 1999 and served as director assistant and deputy
director of Shijiazhuang office until January 2008, director of Haikou office from April 2008
to July 2010, general manager of Hainan branch from July 2010 to December 2010,
and deputy director (department general manager level) of the President Office of the
Company from December 2010 to June 2011. He has served as deputy director of the
labor union, director of the Supervisory Office and general manager of the General Office of
the Company since June 2011. Mr. Wei graduated from Hebei Banking School in October
Mr. Wei Jianhui 1983, Correspondence College of Renmin University of China in June 1988 majoring in
economics of capital construction, and graduated from the Law Department, Graduate
School of Chinese Academy of Social Sciences in April 1998 majoring in economic law.

Ms. Gong Hongbing, aged 48, has been Employee Representative Supervisor of the
Company since July 2014, and was accredited as senior political worker by the Company
in 2000. From August 1988 to August 1999, Ms. Gong served as the officer, associate
chief officer and chief officer of the personnel department of Yantai branch and the
personnel division of Shandong branch of CCB. Ms. Gong joined the Company in August
1999 and served as the senior deputy manager and senior manager of the general office,
general management department and policy and business department of Jinan Branch
of the Company, and the senior manager of the Human Resources Department of the
Company until January 2010. Ms. Gong served as an assistant to general manager of the
Administration Division and assistant to the director of the Board of Directors’ Office of the
Company from January 2010 to June 2012, deputy general manager of the General Office
of the Company from June 2012 to March 2014, and has served as the deputy director of
j the Labor Union and deputy general manager of the General Office of the Company since
Ms. Gong Hongbing March 2014. Ms. Gong graduated from Harbin Senior Finance College majoring in bank
management in July 1988 and graduated from Shangdong Branch of the Central Party
School majoring in economics and management in 2002. She obtained a master’s degree
in business administration from Beijing Jiaotong University in June 2008.

90 China Cinda Asset Management Co., Ltd. = 2014 Annual Report



Directors, Supervisors and Senior Management

Senior Management

No. Name Position Gender Age Beginning of term of office

Current Senior Management

1 Zang Jingfan President Male 59 From May 2011

2 Chen Xiaozhou Member of Male 52 From September 2000
Senior Management

3 Yang Junhua Member of Male 58 From September 2005
Senior Management

4 Xiao Lin Member of Male 60 From February 2007
Senior Management®

5 Zhuang Enyue Vice President Male 54 From March 2007

6] Li Yuejin Vice President Male 57 From February 2011

7 Wu Songyun Vice President Male 50 From June 2013

8 Gu Jianguo Vice President Male 52 From June 2013

9 Liu Ligeng Member of Male 50 From January 2014
Senior Management

10 Zhang Weidong Assistant to President Male 48 From June 2013

Board Secretary From February 2011

11 Luo Zhenhong Chief Risk Officer Male 49 From October 2013

Resigned Senior Management

1 Xu Zhichao Vice President Male 88 From June 20183 to January 2015

Note:
(1) Mr. Xiao Lin has served as the secretary of Disciplinary Committee of the Company since February 2007 and was the Vice President of the

Company from June 2013 to December 2014. Mr. Xiao resigned as Vice President due to other work arrangement in December 2014.

Mr. Zang Jingfan, please see “— Executive Directors”.

Mr. Zang Jingfan
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Mr. Chen Xiaozhou, aged 52, has been a member of Senior Management of the
Company since September 2000, and is responsible for the investment and asset
management business of the Company. He was accredited as a senior economist by
CCB in December 1995. Mr. Chen had held various positions successively in CCB,
including director of Projects Financing Division of International Business Department from
October 1994 to June 1996, director of Agency Industry Financing Division of International
Department from June 1996 to March 1997, and deputy general manager of the Business
Department of Head Office from March 1997 to April 1999. Mr. Chen joined the Company
in April 1999 and had served successively as director of Investment Banking Department
until September 2000, Assistant to the President from September 2000 to February
2003, Vice President from February 2003 to January 2006, Vice President and chairman
of the board of directors of Well Kent International Group Co., Ltd. from January 2006

] to December 2008. He has been the chairman of the board of directors of Well Kent
Mr. Chen Xiaozhou International Group Co., Ltd. since December 2008, and chairman of Cinda Hong Kong
from April 2011 to January 2015. Mr. Chen worked as chairman and executive director
of Silver Grant International Industries Limited (listed on Hong Kong Stock Exchange,
stock code: 00171) since February 2006, and served as chairman and non-executive
director since September 2006. He worked as executive director and chairman of Cinda
International (listed on Hong Kong Stock Exchange, stock code: 00111) from December
2008 to January 2015. Mr. Chen graduated from Hangzhou University in July 1983 with
a bachelor’s degree in economics, the Graduate School of Finance Research Institute of
PBOC in November 1988 with a master’s degree in economics, and the University of New
South Wales in Australia in November 2002 with a master’s degree in business.

Mr. Yang Junhua, aged 58, has been a member of Senior Management of the Company
since September 2005, and is responsible for the general affairs of the Head Office of
the Company. He was accredited as a senior economist by CCB in December 1992. Mr.
Yang had held various positions successively in CCB, including director of Construction
& Economics Division of Shaanxi Branch from April 1989 to May 1993 (during which he
also served as director of Property & Credit Department from May 1989 to June 1992),
general manager of Central Sub-branch of Weinan District from May 1993 to March 1994,
and vice general manager of Shaanxi Provincial Branch from March 1994 to August 1999.
Mr. Yang joined the Company in August 1999 and had served successively as director of
Xi'an office from August 1999 to September 2005, Vice President from September 2005
to December 2007, Vice President and President of Happy Life from December 2007 to
March 2008, President of Happy Life from March 2008 to March 2011, and chairman of
the board of directors of Happy Life from March 2011 to July 2013. Mr. Yang graduated
from Liaoning Finance and Economics College (currently known as Dongbei University of
Mr. Yang Junhua Finance and Economics) in August 1982 with a bachelor’s degree in economics, University
of International Business and Economics in June 2005 with an EMBA degree, and
University of Science and Technology of China in December 2011 with a doctoral degree in
management.
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Mr. Xiao Lin

Mr. Zhuang Enyue

e

Mr. Li Yuejin

Directors, Supervisors and Senior Management

Mr. Xiao Lin, aged 60, has been a member of Senior Management of the Company
since February 2007, and is responsible for the general affairs of the Head Office of the
Company. Mr. Xiao was accredited as senior political engineer (%= 4% TAf) by CCB in
November 1997. Mr. Xiao had held various positions in CCB prior to joining the Company,
including officer of Cadre System Division under the Human Resources Department from
January 1991 to November 1992, organizer of deputy director level of Cadre System
Division under the Human Resources Department from November 1992 to January 1995,
and director of Cadre System Management Division under the Staff Education Department
and deputy general manager of Staff Education Department from January 1995 to April
1999. Mr. Xiao joined the Company in April 1999 and served as director and general
manager of the Human Resources Department until August 2007, the director of Labor
Union from August 2007 to January 2014, the Vice President from June 2013 to December
2014, and has served as the secretary of Disciplinary Committee since February 2007. Mr.
Xiao graduated from the Department of Chemistry of Sichuan University in October 1977,
and graduated from University of International Business and Economics in December 2006
with an EMBA degree.

Mr. Zhuang Enyue, aged 54, has been Vice President of the Company since March
2007. He was accredited as a researcher by the National Audit Office in October 1997
and receives government special allowance from the State Council. Mr. Zhuang had held
various positions successively in the National Audit Office, including deputy director of
Directing Bureau from July 1990 to April 1994, director of the Second Scientific Research
Office from April 1994 to January 1997, deputy director of Scientific Research Centre
from January 1997 to July 1998, and deputy director of Economic and Trading Section
from October 1999 to March 2001. Mr. Zhuang was the vice president of Nanjing Audit
University from July 1998 to October 1999, supervisor of deputy director level of the board
of supervisors and deputy office director of ICBC from March 2001 to November 2001, and
supervisor of director level and office director of ICBC from November 2001 to July 2003.
Mr. Zhuang was appointed as the Supervisor of director level of the Board of Supervisors
of the Company from July 2003 to March 2007, and executive director of the Company
from May 2011 to June 2013. Mr. Zhuang graduated from the Department of Management
of Shanghai Maritime University in July 1983 with a bachelor’s degree in accounting,
and graduated from Renmin University of China in July 1990 with a master’s degree in
€conomics.

Mr. Li Yuejin, aged 57, has been Vice President of the Company since February 2011.
He was accredited as a senior economist by CCB in December 1995. Mr. Li had held
various positions successively in CCB, including chief of the Credit Planning Department
and deputy general manager of Dongying Branch, Shandong Province from November
1989 to September 1996, deputy general manager of Zibo Branch from September 1996
to November 1997 and branch general manager of Tai'an Branch from November 1997 to
December 1999. Mr. Li joined the Company in December 1999, and had served as deputy
director of Jinan office from December 1999 to March 2006, director of Xi’an office from
August 2006 to July 2010, general manager of Shaanxi Branch from July 2010 to August
2010, and general manager of Shandong Branch from August 2010 to January 2011. Mr.
Li graduated from Shandong University in July 1999 majoring in currency banking, and
graduated from Peking University in July 2007 with an EMBA degree.
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Mr. Wu Songyun, aged 50, has served as Vice President of the Company since June
2013. He was accredited as a senior economist by CCB in December 1997. Mr. Wu
had held various positions successively in CCB, including officer in the Construction
and Economic Department from July 1986 to August 1994, officer in the Second
Credit Department from August 1994 to April 1996, and deputy director of the Credit
Management Department and deputy director of Credit Risk Management Department
from April 1996 to April 1999. Mr. Wu joined the Company in April 1999 and had served
successively as senior manager and deputy director of the Creditors’ Rights Management
Department until February 2005, general manager of the Asset Management Department
from February 2005 to April 2009, general manager of the Assets Operation Department
from April 2009 to September 2011, and Assistant to the President from February 2011 to
June 2013. Mr. Wu graduated from Tianjin University in July 1986 with a bachelor’s degree
in engineering and graduated from Tsinghua University in January 2012 with an EMBA

Mr. Wu Songyun degree.

Mr. Gu Jianguo, aged 52, has served as Vice President of the Company since June 2013.
He was accredited as a senior accountant by CCB in March 1997. Mr. Gu had served
successively as deputy manager of Securities Department, president assistant as well
as manager of the Finance and Accounting Department of China Cinda Trust Investment
Company from April 1994 to January 1998. From January 1998 to March 1999, he
worked as deputy general manager of the Accounting Department of CCB. He worked
as executive director and deputy general manager of Well Kent International Group Co.,
Ltd. from March 1999 to March 2002. Mr. Gu served as executive director and general
manager of Well Kent International Group Co., Ltd. from March 2002 to February 2011,
and served as Assistant to the President of the Company from February 2011 to June
2013. He was the executive director of Cinda International Holdings Limited (listed on Hong
Kong Stock Exchange, stock code: 00111) from December 2008 to December 2012. He is
the executive director of Silver Grant International Industries Limited (listed on Hong Kong
Stock Exchange, stock code: 00171), the director of China Guangdong Nuclear Industrial
Mr. Gu Jianguo Investment Fund Management Company, and the independent director of CCB Principal
Asset Management Co., Ltd. Mr. Gu had served as the chairman of the supervisory board
of Hong Yuan Securities Co., Ltd (listed on SZSE, stock code: 000562) and independent
director of Shanghai Tongda Venture Capital Co. Ltd. (listed on the SSE, stock code:
600647). Mr. Gu obtained a bachelor’s degree in engineering from Zhejiang Institute of
Technology (currently known as Zhejiang University of Technology) in July 1984 and a
master’s degree in economics from Zhejiang University in January 1991, respectively. He
also received a doctoral degree in economics from the Research Institute for Fiscal Science
of the MOF in July 1994.

Mr. Liu Ligeng, aged 50, has been the chairman of the labor union of the Company since
January 2014. He was accredited as an economist by the PBOC in June 1993. Mr. Liu
had served as an officer and deputy head of the Education Division, Human Resources
Division and Staff Training Division of the PBOC from July 1988 to September 2003 and
as a researcher, the head and the deputy director (deputy head) of the Human Resources
Department of the CBRC from September 2003 to January 2014. He graduated from
Beijing Normal University in July 1988 with a bachelor’s degree in education and obtained a
postgraduate diploma from Hunan College of Finance and Economics (currently known as
Hunan University) in July 1998.

Mr. Liu Ligeng
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Mr. Zhang Weidong

Mr. Luo Zhenhong

Directors, Supervisors and Senior Management

Mr. Zhang Weidong, aged 48, has been Assistant to the President of the Company
since June 2013. He has served as the Board Secretary of the Company since February
2011 and was accredited as a senior economist by the Company in December 1999.
He served as officer of the Real Estate Credit Department and secretary of the Youth
League Committee of CCB from July 1992 to April 1999. Mr. Zhang joined the Company
in April 1999, and served as senior manager of the Chief Executive Office, senior manager
of the Review Committee, deputy director and general manager of the Asset Appraisal
Department from May 1999 to February 2006, and general manager of the Market
Development Department from February 2006 to November 2008. He has also served
successively as director of the Reorganization Leading Panel Office, the Strategic Investors
Introduction and Listing Leading Panel Office and the Listing Preparation Leading Panel
Office since November 2008 and general manager of the Investment and Financing
Department from April 2009 to September 2011. Mr. Zhang has been the general manager
of the Strategic Development Department and the director of the Financial Risk Research
Center since September 2013. He graduated from Tongji University in July 1989 with a
bachelor’s degree in engineering, and graduated from Renmin University of China in June
1992 with a master’s degree in economics.

Mr. Luo Zhenhong, aged 49, has been the Chief Risk Officer of the Company since
October 2013. Mr. Luo had worked consecutively in CCB’s Inner Mongolia Branch and
CCB’s head office from July 1988 to April 1999. Mr. Luo joined the Company in April 1999
and had served successively as senior manager, deputy general manager and general
manager of Legal Department of the Company until April 2009. Since April 2009, Mr.
Luo has served as the general manager of the Legal & Compliance Department of the
Company. Mr. Luo was vice president of the Banking Law Division of China Law Society
from October 2008 to November 2012, and has worked as vice president of China Banking
Law Society since November 2012. Mr. Luo graduated from Peking University with a
bachelor’s degree in law in July 1988, a master’s degree in law in July 2002, and an EMBA
degree in July 2012,

Changes in Directors, Supervisors and Senior Management

Changes in Directors

On June 30, 2014, Mr. Li Honghui and Mr. Song Lizhong were elected as the Non-executive Directors of the Company
at the annual general meeting for 2013. Mr. Li Honghui and Mr. Song Lizhong took office on August 13, 2014, upon the
approval of the CBRC on their directorship qualifications.

Since August 13, 2014, Ms. Wang Shurong and Mr. Yin Boqin ceased to be the Non-executive Directors of the Company

due to other work arrangement.

Since January 20, 2015, Mr. Xu Zhichao ceased to be the Executive Director of the Company due to other work

arrangement.
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Changes in Supervisors
Since June 5, 2014, Mr. Liu Xianghui ceased to act as the External Supervisor of the Company due to work arrangement.

Since July 16, 2014, Mr. Lin Jian ceased to act as the Employee Representative Supervisor of the Company due to work
arrangement.

Pursuant to the resolution of the second meeting of the second session of employee representative meeting of the
Company, Ms. Gong Hongbing has acted as the Employee Representative Supervisor of the Company with effect from July
16, 2014.

On February 10, 2015, Mr. Gong Jiande was elected as a Shareholder Representative Supervisor, while Ms. Liu Yanfen and
Mr. Li Chun were elected as External Supervisors at the first extraordinary general meeting in 2015 of the Company.

Due to age reason, Mr. Chen Weizhong ceased to be the Shareholder Representative Supervisor with effect from February
10, 2015. Due to other work arrangement, Ms. Dong Juan ceased to be the External Supervisor.

Changes in Senior Management

Mr. Xiao Lin ceased to be the Vice President of the Company due to other work arrangement with effect from December 22,
2014.

Since January 20, 2015, Mr. Xu Zhichao ceased to be the Vice President of the Company due to other work arrangement.

Annual remuneration

Remuneration of Directors, Supervisors and Senior Management

For details of the remuneration of Directors, Supervisors and Senior Management of the Company, please see Note V.20
“Emoluments of Directors and Supervisors” and Note V.21 “Key management personnel and five highest paid individuals” to
the consolidated financial statements.

Highest paid individuals
For details of the emoluments of the five highest paid individuals of the Company during the Reporting Period, please see
Note V.21 “Key management personnel and five highest paid individuals” to the consolidated financial statements.
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Summary

During the Reporting Period, the Company had strictly complied with the requirements of the Company Law
of the People’s Republic of China, the Listing Rules, other laws and regulations, regulatory documents and
the Articles. The Company has adhered to its high corporate governance principle and refined its corporate
governance mechanism. Through enhancing its risk management and internal control and improving its
information disclosure and investor relationship management, the Company had maintained its sound growth
and achieved a continuous increase in shareholders’ value. During the Reporting Period, the Company won
four awards, including “2013 Gold LACP International Annual Report Award”, “Top 80 Annual Reports in Asia-
Pacific Region (39th)”, “Top 20 Chinese Annual Reports” and “The Best Letter to Shareholders” from the
selection committee of the League of American Communications Professionals, or the LACP.

Corporate Governance Code

During the Reporting Period, the Company had complied with the Corporate Governance Code under
Appendix 14 of the Listing Rules and most of the recommended best practices therein.

Corporate Governance Functions

During the Reporting Period, the Board and its special committees performed the following corporate
governance duties: (1) to develop and review the Company’s policies and practices on corporate governance
and make necessary changes to ensure their effectiveness; (2) to review and monitor the training and
continuous professional development of Directors and Senior Management; (3) to review and monitor the
Company’s policies and practices on compliance of legal and regulatory requirements; (4) to develop, review
and monitor the code of conduct and compliance manual applicable to Directors and employees; and (5) to
review the Company’s compliance with the Corporate Governance Code and disclosure in the Corporate
Governance Report.
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Corporate Governance Structure

During the Reporting Period, the corporate governance structure of the Company was as follows:

Corporate Governance Structure

Shareholders’

general meeting
Strategic Development

Committee
— Audit Committee
. . Board of . Risk Management
Supervision Committee ——— e Board of Directors ————1—— otz
I Nomination and
Remuneration Committee
Business Decision Related Party Transaction
Committee Control Committee
Senior Management
Performance Appraisal
Committee
Brnehes Departments of the Major Qpergtlng
headquarters subsidiaries

Amendments to the Articles of Association

During the Reporting Period, the Company did not make any material amendments to the Articles.
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Shareholders’ general meeting

Responsibilities of Shareholders’ general meeting

The Shareholders’ general meeting is the organ of authority of the Company and its main duties include:
(1) to decide the Company’s operating policies and investment plans; (2) to elect and replace the Directors
and Supervisors who are not representatives of the employees of the Company, and to decide on matters
related to the emoluments of Directors and Supervisors; (3) to consider and approve the reports of the Board
and the reports of the Board of Supervisors; (4) to consider and approve the annual financial budgets, final
account plans, profit distribution plan and loss recovery plan of the Company; (5) to resolve on any increase
or reduction in the Company’s registered capital; (6) to resolve on the issuance of corporate bonds, any
class of shares, warrants or other marketable securities of the Company and their listing; (7) to resolve on
matters related to merger, separation, dissolution, liquidation of the Company or alternation on the form of
the Company; (8) to amend the Articles, the procedural rules of the Shareholders’ general meeting, and the
meetings of the Board and the Board of Supervisors; and (9) to consider and approve major investments and
disposals of equity interests, investment and disposal of debentures, financing, pledges and guarantee of
assets, purchases and disposal of fixed assets, disposal of debt-to-equity swap assets, write-off of assets,
external donations of the Company and major decisions of legal corporations.

Details of Shareholders’ general meetings

During the Reporting Period, the Company held the Shareholders’ general meeting for 2013 in Beijing,
and approved eight resolutions. The Company strictly complied with the legal procedures applicable to
Shareholders’ general meetings to ensure Shareholders are able to attend the meetings and exercise their
rights. Shareholders of the Company voted at the Shareholders’ general meeting by poll according to the
Listing Rules, and they were fully informed of the voting procedures by poll. The Company engaged lawyers
to attend Shareholders’ general meeting as scrutinisers and to provide legal advice. Matters considered and
approved at the meeting include:

o resolution on the Work Report of the Board of the Company for 2013;
. resolution on the Work Report of the Board of Supervisors of the Company for 2013;
. resolution on the Final Financial Account of the Company for 2013;

. resolution on the Profit Distribution Plan of the Company for 2013;
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. resolution on the fixed asset investment budget of the Company for 2014;
. resolution on the appointment of accounting firm for 2014;

. resolution on the appointment of Mr. Li Honghui and Mr. Song Lizhong as the non-executive Directors of
the Company;

. resolution on the capital injection in Happy Life.

Shareholders’ rights

Right to propose to convene extraordinary general meetings

Shareholders who individually or jointly hold 10% or more of the Shares of the Company with voting rights
(the “Requesting Shareholders”) shall have the right to request to convene an extraordinary general meeting or
class meetings in the form of written proposal.

The Board shall make a response in writing as to whether or not it agrees to convene such meeting within ten
days upon receipt of the proposal. If the Board agrees to convene an extraordinary general meeting or class
meeting, a notice for convening such meeting shall be issued within five days after the resolution of the Board
is passed. If the Board does not agree to convene an extraordinary general meeting or class meeting, or fails
to give its response, the Requesting Shareholders shall have the right to propose to the Board of Supervisors
and such proposal shall be proposed to the Board of Supervisors in writing. If the Board of Supervisors agrees
to convene an extraordinary general meeting or class meeting, a notice for convening such meeting shall be
issued within five days upon receipt of the proposal. If the Board of Supervisors fails to give the notice of such
meeting, shareholders who individually or jointly hold 10% or more of the Company’s shares for not less than
90 consecutive days shall be entitled to convene the meeting.

Shareholders’ right to propose resolutions

Shareholders, individually or in the aggregate, holding 3% or more of the shares with voting rights of the
Company shall have the right to submit proposals to the Company in writing. The Company shall place matters
in the proposals within the scope of functions of the Shareholders’ general meeting on the agenda of such
meeting.

Shareholders, individually or in the aggregate, holding 3% or more of the shares with voting rights of the
Company shall have the right to submit interim proposals 10 days before the Shareholders’ general meeting
to the convener of such meeting. The convener shall within two days upon receiving such proposals give
supplemental notice to other shareholders, and place matters in the interim proposals within the scope of
functions and powers of the Shareholders’ general meeting on the agenda of such meeting.
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Right to convene extraordinary Board meetings

The chairman of the Board shall convene an extraordinary meeting of the Board within 10 days from the date
of receipt of the request of the shareholders who, individually or severally, hold 10% or more of the shares with
voting rights of the Company.

Right to propose resolutions for Board meetings
Shareholders who individually or jointly hold 10% or more of the shares with voting rights may submit
proposals to the Board.

Shareholders’ right to raise proposal and enquiry

Shareholders shall enjoy the right of supervision over the Company’s business operations, and the right
to present proposals or to raise enquires. Shareholders are entitled to inspect the Articles, the register
of members, the state of Company’s share capital and minutes of Shareholders’ general meetings of the
Company. Shareholders may raise their enquiry or proposal to the Board by mail to the registered address of
the Company or by email. In addition, Shareholders’ enquiry on shares or dividends (if any) shall be forwarded
to Computershare Hong Kong Investor Services Limited, the share registrar of the H shares of the Company,
whose contact information is available in “Corporate Information” in this annual report.

Other rights

Shareholders shall enjoy the right to dividends and other types of interest distributed in proportion to the
number of shares held and other rights conferred by the laws, regulations and the Articles.
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Attendance of Directors at Shareholders’ general meetings

Directors’ attendance at Shareholders’ general meetings

Number of meetings attended/
Members of the Board required to attend Attendance rate

Executive Directors

Hou Jianhang 11 100%
Zang Jingfan 1/1 100%
Xu Zhichao 11 100%

Non-executive Directors

Li Honghui - -
Song Lizhong - -
Xiao Yuping 1/1 100%
Yuan Hong 1/1 100%
Lu Shengliang 1/1 100%

Independent non-executive Directors

Li Xikui 1/1 100%
Qiu Dong 1/1 100%
Chang Tso Tung, Stephen 1/1 100%
Xu Dingbo 1/1 100%

Resigned Directors during the Reporting Period

Wang Shurong 11 100%
Yin Bogin 11 100%
Notes:
1. Please see “Directors, Supervisors and Senior Management” — “Changes in Directors, Supervisors and Senior Management” in this annual

report for changes in directors.
2. Attendance includes on-site attendance and attendance through electronic means such as telephone and video online.

3. Attendance rate is the percentage of number of meetings attended to the total number of meetings required to attend.
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Independence from controlling shareholder

The Company is independent from its controlling shareholder in operation, personnel, assets, organization and
finance. The Company is an independent legal person and is financially independent. The Company has its own
independent and complete business and can operate independently.

Board of Directors

Composition and responsibilities of the Board

From January 1, 2014 to August 13, 2014, the Board had 12 members, including three executive Directors,
namely Mr. Hou Jianhang (Chairman), Mr. Zang Jingfan and Mr. Xu Zhichao, five non-executive Directors,
namely Ms. Wang Shurong, Mr. Yin Bogin, Ms. Xiao Yuping, Ms. Yuan Hong and Mr. Lu Shengliang, and four
independent non-executive Directors, namely Mr. Li Xikui, Mr. Qiu Dong, Mr. Chang Tso Tung, Stephen and
Mr. Xu Dingbo. Mr. Li Honghui and Mr. Song Lizhong were appointed as the non-executive directors of the
Company at 2013 Shareholders’ general meeting on June 30, 2014 and such appointments were approved
by the CBRC on August 13, 2014. On the same day, Ms. Wang Shurong and Mr. Yin Bogin resigned as
non-executive Directors of the Company due to change of work arrangements. On January 20, 2015, Mr.
Xu Zhichao resigned as the executive director of the Company due to change of work arrangements. As at
the date of this annual report, the Board has 11 members, including two executive Directors, namely Mr.
Hou Jianhang (chairman) and Mr. Zang Jingfan, five non-executive Directors, namely Mr. Li Honghui, Mr.
Song Lizhong, Ms. Xiao Yuping, Ms. Yuan Hong and Mr. Lu Shengliang, and four independent non-executive
Directors, namely Mr. Li Xikui, Mr. Qiu Dong, Mr. Chang Tso Tung, Stephen and Mr. Xu Dingbo. Their term of
office shall end on the expiry of the current session of the Board.

During the Reporting Period and as at the date of this annual report, the Board has complied with Rules 3.10
(1) and 3.10 (2) of the Listing Rules to have at least three independent non-executive Directors and that at least
one of the independent non-executive Directors has the requisite professional qualification in accounting or
relevant financial management experience. Besides, the Company has complied with Rule 3.10A of the Listing
Rules which stipulates that the number of independent non-executive directors appointed by a listed company
shall not be less than one third of the Board.
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The Board is responsible for the Shareholders’ general meeting in accordance with the Articles. The major
duties of the Board include: (1) to convene and report its work at the Shareholders’ general meeting; (2) to
implement the resolutions of the Shareholders’ general meetings; (3) to determine the development strategies,
operation plans and investment plans of the Company; (4) to formulate annual financial budget and final
account plans, profit distribution plan and loss recovery plan of the Company; (5) to appoint or dismiss
the president and the Board secretary of the Company; to appoint or dismiss vice presidents, assistants
to president and other Senior Management members (excluding the Board secretary) according to the
president’s nominations; (6) to formulate plans for the increase or reduction of the registered capital, merger,
division, dissolution and repurchase of shares of the Company; (7) to formulate the assessment methods and
remuneration package of directors for approval at the Shareholders’ general meeting; (8) to determine the
remuneration, performance review and award and punishment mechanism of Senior Management members of
the Company; (9) to determine the risk management, compliance and internal control policies of the Company
and formulate systems in relation to the internal control and compliance management of the Company;
(10) within the scope of approval by a Shareholders’ general meeting, to consider and approve the major
investment and disposal of equity interests, investment and disposal of debentures, financing, pledges and
guarantee of assets, purchases and disposal of fixed assets, disposal of debt-to-equity swap assets, writing off
of assets, external donations of the Company and major decisions of legal corporations.

Board Meetings

In 2014, the Board conducted four regular meetings. 25 resolutions were passed and ten work reports
were reviewed at the meetings. Before the meetings, Directors were provided with appropriate notice and
information necessary for making informed decision. Among the resolutions passed, there were six resolutions
on management matters, three resolutions on project approval, six resolutions on work report, four resolutions
on appointment or dismissal of employees, three resolutions on remuneration and insurance matter and three
other resolutions. The major issues were as follows:

. considered and approved the final account plan and the profit distribution plan of the Company for 2013
and fixed assets investment budget for 2014;

. considered and approved the annual report of the Company for 2013 (annual results announcement) and
the interim report of the Company for 2014 (interim results announcement);

. considered and approved the work report of the Board, internal control evaluation report and social
responsibility report of the Company for 2013;

. considered and approved audit working plan for 2014 and appointment of accounting firm of the
Company for 2014 and 2015;
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o considered and approved the financial bonds issuance plan for 2015;

o considered and approved the remuneration plan for Directors and Senior Management for 2013;

o received the reports on risk management and new related parties of the Company for 2013.

In addition, the Board conducted self-evaluation on the effectiveness of internal control of the Group during the

Reporting Period. For details, please see “Internal Control” in this annual report.

Directors’ Attendance at Board Meetings

Directors’ attendance at Board meetings

Number of meeting attended/

Directors required to attend Attendance rate
Executive Directors

Hou Jianhang 4/4 100%
Zang Jingfan 4/4 100%
Xu Zhichao 4/4 100%
Non-executive Directors

Li Honghui 2/2 100%
Song Lizhong 2/2 100%
Xiao Yuping 4/4 100%
Yuan Hong 4/4 100%
Lu Shengliang 4/4 100%
Independent non-executive Directors

Li Xikui 4/4 100%
Qiu Dong 3/4 75%
Chang Tso Tung, Stephen 4/4 100%
Xu Dingbo 4/4 100%
Resigned Directors during the Reporting Period

Wang Shurong 2/2 100%
Yi Bogin 2/2 100%
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Notes:
1. Please see “Directors, Supervisors and Senior Management” — “Changes in Directors, Supervisors and Senior Management” in this annual

report for changes in Directors.

2. Attendance includes on-site attendance and attendance through electronic means such as telephone and video online.
3. Attendance rate is the percentage of number of meetings attended to the total number of meetings required to attend.
4. Director who was absent from the Board meeting appointed another director to attend and vote at the meetings on his/her behalf.

Special Committees of the Board

The Board has five committees, namely the Strategic Development Committee, Audit Committee, Risk
Management Committee, Nomination and Remuneration Committee and Related Party Transaction Control
Committee.

Strategic Development Committee

From January 1, 2014 to August 13, 2014, the Strategic Development Committee had nine members. Mr.
Hou Jianhang (Chairman of the Board) served as the chairman. The members included an executive Director,
Mr. Zang Jingfan, five non-executive Directors, Ms. Wang Shurong, Mr. Yin Bogin, Ms. Xiao Yuping, Ms. Yuan
Hong and Mr. Lu Shengliang and two independent non-executive Directors, Mr. Li Xikui and Mr. Chang Tso
Tung, Stephen. Ms. Wang Shurong and Mr. Yin Boqin resigned from the office of the members of the Strategic
Development Committee with effect from August 13, 2014. After the election at the third meeting of the Board
for 2014 on August 27, 2014, non-executive Directors, Mr. Li Honghui and Mr. Song Lizhong were elected as
the members of the Strategic Development Committee.

The Strategic Development Committee shall perform the following duties, among others, to review the general
strategic development plan, annual operation plan and the fixed asset investment budget, major restructuring
and adjustment proposals, major investments and financing proposals, major merger and acquisition proposals
of the Company and make suggestions to the Board; and to review and assess the comprehensiveness of
corporate governance of the Company and make suggestions to the Board.

During the Reporting Period, the Strategic Development Committee conducted three meetings to consider
five resolutions, including the 2013 final accounts, 2014 annual operation plan, 2014 fixed asset investment
budget and the financial bonds issuance plan of the Company, and received corporate governance report of
the Company for 2013.
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Directors’ attendance at Strategic Development Committee meetings

Number of meetings attended/

Members required to attend Attendance rate
Hou Jianhang 3/3 100%
Zang Jingfan 3/3 100%
Li Honghui 11 100%
Song Lizhong 1/1 100%
Xiao Yuping 3/3 100%
Yuan Hong 3/3 100%
Lu Shengliang 3/3 100%
Li Xikui 3/3 100%
Chang Tso Tung, Stephen 3/3 100%
Resigned members during the Reporting Period
Wang Shurong 2/2 100%
Yin Bogin 2/2 100%

Notes:

1. Attendance in person includes on-site attendance and attendance through electronic means such as telephone and video online.

2. Attendance rate is the percentage of number of meetings attended to the total number of meetings required to attend.

Audit Committee

From January 1, 2014 to August 13, 2014, the Audit Committee had five members. Mr. Xu Dingbo
(independent non-executive Director) served as the chairman. The members included two non-executive
Directors, Ms. Wang Shurong and Mr. Yin Bogin and two independent non-executive Directors, Mr. Li Xikui
and Mr. Chang Tso Tung, Stephen. Ms. Wang Shurong and Mr. Yin Bogin resigned from the office of the
members of the Audit Committee with effect from August 13, 2014. After the election at the third meeting of
the Board for 2014 on August 27, 2014, Mr. Li Honghui (non-executive Director) was elected as the member of

the Audit Committee.
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The Audit Committee shall perform the following duties, among others, to review significant financial policies
of the Company and their implementation, and supervise financial activities of the Company; to review the
financial information and relevant disclosure of the Company; to consider and approve the internal control
evaluation proposal of the Company; to consider and approve the audit budget, remuneration of staff and
appointment and removal of major officers of the Company, supervise and evaluate the internal audit work of
the Company in accordance with the authorization of the Board; to propose the appointment or dismissal of
the external auditor; and to monitor the non-compliance of the Company in respect of financial reporting and
internal controls; and to evaluate whether the resources, qualification and experience of relevant personnel in
accounting and financial reporting as well as the training provided to the staff and the relevant budget were
sufficient.

In 2014, the Audit Committee conducted five meetings to review eight resolutions including the 2013 annual
report and results announcement, the internal control evaluation report for 2013, the internal audit work plan
for 2014, the appointment of external accounting firms, the interim report and interim results announcement
for 2014 and the implementation plan for internal control evaluation of the Company, and received six reports
including the progress of the reporting mechanism of the Company, recommendations on audit management
for 2013 and audit plan for financial statements for 2014.

On March 26, 2015, the Audit Committee conducted a meeting to resolve the submission of the 2014 annual
financial report to the Board for review. The Audit Committee together with the Board and the external
auditing firm jointly reviewed the accounting standards and practice adopted by the Group and the audited
consolidated financial statements for the year ended December 31, 2014.

During the Reporting Period, the Audit Committee duly performed its duties to regularly review financial reports
of the Company and supervise operating activities of the Company; to supervise and guide the implementation
of the internal control evaluation of the Company; to strengthen the communication with the external auditor,
consider their recommendations on audit management and work together to determine audit plans and
work arrangements; to supervise the appointment of external accounting firms, review the remuneration
and appointment agreements of external accounting firms and make recommendations to the Board on the
appointment of accounting firms.
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Directors’ attendance at Audit Committee meetings

Number of meetings attended/

Members required to attend Attendance rate
Xu Dingbo 5/5 100%
Li Honghui 2/2 100%
Li Xikui 5/5 100%
Chang Tso Tung, Stephen 5/5 100%

Resigned members during the Reporting Period

Wang Shurong 3/3 100%
Yin Bogin 3/3 100%
Notes:
1. Attendance in person includes on-site attendance and attendance through electronic means such as telephone and video online.
2. Attendance rate is the percentage of number of meetings attended to the total number of meetings required to attend.

Risk Management Committee

From January 1, 2014 to August 13, 2014, the Risk Management Committee had five members. Ms. Xiao
Yuping (non-executive Director) served as the chairman. The members included an executive Director, Mr.
Xu Zhichao, two non-executive Directors, Ms. Wang Shurong and Mr. Lu Shengliang and an independent
non-executive Director, Mr. Xu Dingbo. Ms. Wang Shurong resigned from the office of the member of the
Risk Management Committee on August 13, 2014. After the election at the third meeting of the Board for
2014 on August 27, 2014, Mr. Li Honghui (non-executive Director) was elected as the member of the Risk
Management Committee. On January 20, 2015, Mr. Xu Zhichao resigned from the office of the member of the
Risk Management Committee.

The Risk Management Committee shall perform the following duties, among others, to examine risk
management strategies and risk management policies of the Company, and supervise their implementation
and effectiveness; to review risk management reports of the Company; and to evaluate the risk exposure of the
Company; to supervise the risk control of the Senior Management members in respect of credit, market and
operation risks; and to formulate and amend the compliance policies of the Company, evaluate and supervise
the compliance of the Company.

In 2014, the Risk Management Committee had conducted five meetings to consider five resolutions, including
the review of the 2013 risk management report and quarterly risk management reports for 2014.
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Directors’ attendance at Risk Management Committee meetings

Number of meetings attended/

Members required to attend Attendance rate
Xiao Yuping 5/5 100%
Xu Zhichao 5/5 100%
Li Honghui 11 100%
Lu Shengliang 4/5 80%
Xu Dingbo 5/5 100%

Resigned member during the Reporting Period

Wang Shurong 3/3 100%
Notes:
1. Attendance in person includes on-site attendance and attendance through electronic means such as telephone and video online.
2. Attendance rate is the percentage of number of meetings attended to the total number of meetings required to attend.

Nomination and Remuneration Committee

From January 1, 2014 to August 13, 2014, the Nomination and Remuneration Committee had three members.
Mr. Li Xikui (independent non-executive Director) served as the chairman. The members included a non-
executive Director, Ms. Wang Shurong and an independent non-executive Director, Mr. Qiu Dong. Ms. Wang
Shurong resigned from the office of the member of the Nomination and Remuneration Committee with effect
from August 13, 2014. After the election at the third meeting of the Board for 2014 on August 27, 2014,
Mr. Song Lizhong (non-executive Director) was elected as the member of the Nomination and Remuneration
Committee.

The Nomination and Remuneration Committee shall perform the following duties, among others, to formulate
procedures and standards for the election of Directors and Senior Management members; to preliminarily
examine the eligibility of the candidates for Directors and Senior Management roles; to make recommendation
to the Board on the candidates for Directors, presidents, Board Secretary, chairmen and members of the
special committees of the Board (other than the chairman of the strategic development committee); to review
the structure and composition of the Board; and to organize the formulation of remuneration package of
Directors and Senior Management members for the approval of the Board.
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In 2014, the Nomination and Remuneration Committee had conducted three meetings to consider six
resolutions, including the verification of the qualification of candidates for non-executive Director; the
nomination of members of certain special committees of the Board; the payroll plan of Directors and Senior
Management for 2013; the review of the structure, size and composition (in respect of knowledge, skills and
experience) of the Board, the duty performance of Directors and the independence of independent non-

executive Directors.

Directors’ attendance at Nomination and Remuneration Committee meetings

Number of meetings attended/

Members required to attend Attendance rate
Li Xikui 3/3 100%
Song Lizhong 11 100%
Qiu Dong 3/3 100%

Resigned member during the Reporting Period

Wang Shurong 2/2 100%
Notes:
1. Attendance in person includes on-site attendance and attendance through electronic means such as telephone and video online.
2. Attendance rate is the percentage of number of meetings attended to the total number of meetings required to attend.

The procedures of nominating Director candidates and the selection criteria are as follows:

1. Candidates of Directors or independent non-executive Directors shall be nominated by way of proposal

with their detailed information including:

. personal particulars such as education background, working experience and any part-time

positions;

. whether there is any connected relationship with the Company or the controlling shareholders and

actual controller of the Company;

. their shareholdings in the Company; and

. whether there are any penalties or punishments imposed by the securities regulatory authorities of

the State Council and other related authorities and/or the stock exchange.
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2. A candidate of Director shall, prior to the convening of the Shareholders’ general meeting, give a
written undertaking letter indicating that he/she agrees to accept the nomination and that the personal
information as publicly disclosed is true and complete, and warrants that he/she will duly perform his/her
obligations as a Director after he/she is elected. A written notice of the intention to nominate a candidate
of Director and willingness of the candidate to be elected as well as the written documents of the basic
information of the candidate shall be given to the Company within 10 days prior to the date of the
Shareholders’ general meeting;

3. The Company shall disclose the detailed information on the candidates of Directors to Shareholders at
least seven days before convening the Shareholders’ general meeting to ensure that Shareholders will
have adequate understanding of the candidates when they cast their votes;

4. The length of the period (starting from the following day after the issue of the notice for convening a
Shareholders’ general meeting), during which the nominators and the candidates of Directors are allowed
to submit the aforesaid notice and documents, shall be at least seven days;

5. The Shareholders’ general meeting shall review and vote on the election of the candidates by way of
separate resolutions; and

6. A candidate of Director shall act as a Director of the Company upon approval at the Shareholders’
general meeting with his qualification verified by the regulatory authorities.

The Company attaches great importance to the diversity of the composition of the Board and has formulated
relevant policies. To improve the effectiveness of the Board and the standard of corporate governance, the
Nomination and Remuneration Committee will consider the composition diversity of the Board when selecting
candidates of directors in accordance with the principle of diversified composition of the Board. It will also
consider various factors including but not limited to the age, knowledge, cultural and education background,
professional and industry experience, and gender, in order to ensure appropriate skills, experience and
diversity of perspectives and opinions of members of the Board. The Nomination and Remuneration Committee
evaluates the structure, size and composition of the Board annually as well as the improvement of composition
diversity of the Board.

Mr. Li Honghui and Mr. Song Lizhong joined the Board as non-executive Directors in August 2014. Mr. Li and

Mr. Song had worked for various government authorities. Their extensive experience in public service expands
the horizons of the Board and is beneficial to the business development of the Company.
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Related Party Transaction Control Committee

During the Reporting Period, the Related Party Transaction Control Committee had three members. Mr. Qiu
Dong served as the chairman, an independent non-executive Director. The members included Ms. Yuan Hong,
a non-executive Director, and Mr. Xu Dingbo, an independent non-executive Director.

The Related Party Transaction Control Committee shall perform the following duties, among others, to identify
related parties of the Company; to review management rules for related party transactions; to conduct
preliminary review on related party transactions to be approved by the Board or Shareholders’ general
meetings; and to maintain records of related party transactions.

In 2014, the Related Party Transaction Control Committee conducted three meetings to consider six
resolutions, mainly the resolution on the identification of related parties of the Company, the 2013 related
party transaction management report, the resolution on the amendments to the related party transaction
management regulations, the report of the development of the related party transaction management system
and the internal transaction report of the Group for 2013.

Directors’ attendance at Related Party Transaction Control Committee meetings

Number of meetings attended/

Members required to attend Attendance rate
Qiu Dong 3/3 100%
Yuan Hong 3 100%
Xu Dingbo 3/3 100%
Notes:
1. Attendance in person includes on-site attendance and attendance through electronic means such as telephone and video online.
2. Attendance rate is the percentage of number of meetings attended to the total number of meetings required to attend.
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Board of Supervisors

Duties of the Board of Supervisors

The Board of Supervisors is a supervisory body of the Company and shall be responsible for reporting the
work to the Shareholders’ general meeting pursuant to the Articles. The Board of Supervisors shall perform
the following duties: (1) to examine and supervise the financial condition of the Company, and review the
financial information including the financial reports and the profit distribution plan of the Company; (2) to
supervise the performance of the Board, Senior Management and their constituent members; request
directors and Senior Management to correct their acts which have impaired the interests of the Company; (3)
to propose the convening of extraordinary general meeting and to convene and preside over Shareholders’
general meetings when the Board fails to perform its duty of convening and presiding over the Shareholders’
general meeting under laws, regulations and the Articles; (4) to submit proposals to the Shareholders’ general
meeting; (5) to propose to convene an extraordinary meeting of the Board; (6) to formulate the evaluation
method and remuneration scheme of Supervisors and assess and evaluate their performance for approval at
the Shareholders’ general meeting; (7) to supervise and evaluate the risk management and internal controls
of the Company and guide the internal audit department of the Company; and (8) to nominate Shareholder
Representative Supervisors, External Supervisors and independent non-executive Directors.

Composition of Board of Supervisors

From January 1, 2014 to June 5, 2014, the Board of Supervisors of the Company consisted of five supervisors,
including a Shareholder Representative Supervisor, Mr. Chen Weizhong, and two External Supervisors, Ms.
Dong Juan and Mr. Liu Xianghui, and two Employee Representative Supervisors, Mr. Lin Jian and Mr. Wei
Jianhui.

On June 5, 2014, Mr. Liu Xianghui resigned as External Supervisor of the Company. On July 16, 2014, Mr.
Lin Jian resigned as Employee Representative Supervisor of the Company due to other work arrangements.
On July 16, 2014, Ms. Gong Hongbing was elected as Employee Representative Supervisor of the Company
at the second employee representative meeting of the Company. On February 10, 2015, Mr. Chen Weizhong
resigned as Shareholder Representative Supervisor of the Company due to his age and Ms. Dong Juan
resigned as External Supervisor of the Company due to other work arrangements. On February 10, 2015, Mr.
Gong Jiande was elected as Shareholder Representative Supervisor of the Company while Ms. Liu Yanfen and
Mr. Li Chun were elected as External Supervisors of the Company at the first extraordinary general meeting for
2015.

As at the date of this annual report, the Board of Supervisors of the Company consists of five supervisors,
including a Shareholder Representative Supervisor, Mr. Gong Jiande, and two External Supervisors, Ms.
Liu Yanfen and Mr. Li Chun, and two Employee Representative Supervisors, Mr. Wei Jianhui and Ms. Gong
Hongbing. The term of office of the above supervisors shall be valid until the end of the term of the Board of
Supervisors and they shall be eligible for re-election upon the expiry of their term of office.
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The Shareholder Representative Supervisors and External Supervisors of the Company are elected at the
Shareholders’ general meeting and the Employee Representative Supervisors of the Company are elected at
the employees’ general meeting.

Chairman of the Board of Supervisors

As at February 10, 2015, Mr. Chen Weizhong acted as the chairman of the Board of Supervisors and was
responsible for the operation of the Board of Supervisors in accordance with the Articles. Since February 10,
2015, Mr. Gong Jiande has acted as the chairman of the Board of Supervisors and has been responsible for
the operation of the Board of Supervisors in accordance with the Articles.

Operation of the Board of Supervisors

The meetings of the Board of Supervisors are divided into regular meetings and extraordinary meetings.
Regular meetings of the Board of Supervisors shall be convened at least once every six months and all
Supervisors shall be informed in writing ten days prior to the holding of meeting. To convene an extraordinary
meeting of the Board of Supervisors, written notice shall be given seven days before the date of meeting. The
resolutions of the meeting of the Board of Supervisors shall be passed by not less than two-thirds of all the
Supervisors.

Meetings of the Board of Supervisors

The Board of Supervisors of the Company conducted ten meetings in 2014 and approved 21 resolutions,
mainly:

. the resolutions regarding the 2013 Annual Report (the Annual Results Announcement), the Work Report
of the Board of Supervisors for 2013, the Supervision Report of the Board of Supervisors for 2013, the
Final Financial Account for 2013, the Profit Distribution Plan for 2013, the Social Responsibility Report of
the Company for 2013, the Work Plan of the Board of Supervisors for 2014 and the Interim Report (the
Interim Results Announcement) of the Company for 2014;

o the resolutions regarding the Performance Appraisal Report of the Directors and Senior Management for
2013 and the Internal Control Evaluation Report for 2013;

. the resolutions regarding the Election of the Members of the Supervision Committee of the Board of
Supervisors, the Nomination of the Candidates of Supervisors and the Submission of “the Remuneration
Settlement Scheme of China Cinda Asset Management Co., Ltd. for 2013” to the Shareholders’ General
Meeting for Approval; and

. the resolution regarding the Terms of Reference of the Board of Supervisors.
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Supervisors attendance at meetings of the Board of Supervisors

Number of meetings attended/
Supervisors required to attend Attendance rate

Current members

Chen Weizhong 10/10 100%
Dong Juan 10/10 100%
Wei Jianhui 10/10 100%
Gong Hongbing 5/5 100%

Resigned members during the Reporting Period

Liu Xianghui 5/5 100%
Lin Jian 5/5 100%
Notes:
1. Attendance in person includes on-site attendance and attendance through electronic means such as telephone and video on-line.
2. Attendance rate is the percentage of number of meetings attended to the total number of meetings required to attend.

Special committee of the Board of Supervisors

The Supervision Committee shall be established under the Board of Supervisors. The Supervision Committee
under the Board of Supervisors shall be accountable to the Board of Supervisors, assist the Board of
Supervisors to perform its obligations under the authority of the Board of Supervisors, and report its work to
the Board of Supervisors.

From January 1, 2014 to June 5, 2014, the Supervision Committee of the Board of Supervisors consisted
of four members, including External Supervisor, Ms. Dong Juan (chairperson), External Supervisor, Mr. Liu
Xianghui, and Employee Representative Supervisors, Mr. Lin Jian and Mr. Wei Jianhui. On June 5, 2014,
Mr. Liu Xianghui resigned as member of the Supervision Committee of the Board of Supervisors. On July
16, 2014, Mr. Lin Jian resigned as member of the Supervision Committee of the Board of Supervisors. On
August 27, 2014, Ms. Gong Hongbing, Employee Representative Supervisor, was elected as member of
the Supervision Committee of the Board of Supervisors at the sixth meeting of the Board of Supervisors
for 2014. As at December 31, 2014, the Supervision Committee of the Board of Supervisors consisted of
three members, including External Supervisor, Ms. Dong Juan (chairperson), and Employee Representative
Supervisors, Mr. Wei Jianhui and Ms. Gong Hongbing. On February 10, 2015, Ms. Liu Yanfen and Mr. Li Chun
were elected as members of the Supervision Committee of the Board of Supervisors at the second meeting
of the Board of Supervisors for 2015. As at the date of this annual report, the Supervision Committee of the
Board of Supervisors of the Company consists of four members, including External Supervisor, Ms. Liu Yanfen
(chairperson), Mr. Li Chun, Mr. Wei Jianhui and Ms. Gong Hongbing.
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The duties of the Supervision Committee primarily include: (1) to review the financial reports of the Company
and give advice to the Board of the Supervisors; (2) to assess the internal control of the Company and give
advice to the Board of the Supervisors; (3) to assess the performance of the directors and Senior Management
and give advice to the Board of the Supervisors; (4) to supervise the risk management of the Company; and (5)
to perform other duties as authorized by the Board of the Supervisors.

In 2014, the Supervision Committee conducted six meetings to review and approve the following:

U resolutions regarding the Supervision Report of the Board of Supervisors of the Company for 2013, the
Final Financial Account of the Company for 2013 and the Interim Report of the Company for 2014 (Interim
Results Announcement);

. resolutions regarding the Performance Appraisal Report of the Directors and Senior Management of the
Company for 2013 and the Internal Control Evaluation Report of the Company for 2013; and

. resolutions regarding the Performance Appraisal Plan of the Board of Supervisors for the Directors and
Senior Management for 2014 and the Internal Control Evaluation Plan of the Board of Supervisors for
2014.

Chairman of the Board and President

In accordance with A.2.1 of the Corporate Governance Code (Appendix 14 to the Listing Rules) and the
Articles, the Chairman of the Board and the President shall be assumed by different individuals, and the
Chairman of the Board shall not be assumed by the legal representative or other key management of the
controlling shareholder.

Mr. Hou Jianhang acts as the Chairman of the Board and the legal representative of the Company, and
is responsible for leading the Board to formulate the annual budget and determine business development
strategies, risk management, compliance, internal control policies and other major matters of the Company.

Mr. Zang Jingfan acts as the President of the Company and is responsible for the business operation and
daily management of the Company. The President of the Company shall be appointed by the Board and is
accountable to the Board. He shall perform his duties in accordance with the Articles and the authorization
granted by the Board.
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Senior Management

Composition and duties of Senior Management

The Senior Management is the execution body of the Company and is accountable to the Board. As at the
date of this annual report, the Senior Management of the Company comprises 11 members. For details of its
composition, please see “Directors, Supervisors and Senior Management” — “Senior Management” in this
annual report. There is a strict separation of power between the Senior Management and the Board. The
Senior Management determines the operation management and decisions within its terms of reference as
authorized by the Board. The Company regularly reviews such authorization in accordance with its needs.
The Board, in turn, conducts appraisal on the Senior Management and its members in accordance with the
evaluation requirements of the MOF, the results of which form the basis of their remuneration and performance
arrangements.

Supervision and evaluation of the performance of Senior Management

The Board of Supervisors of the Company conducted appraisal of the Board, Senior Management and its
members based on the Measures on the Supervision of the Board of Directors, Senior Management and its
Members ((BEEEHESZT  SHEEENEXEREREBEERINE) ). The appraisal initiatives included
examination of minutes of Shareholders’ general meetings, Board meetings and meetings of the special
committees of the Board, review of the annual performance reports of the Board, the special committees of
the Board, Senior Management and its members and site visits regarding the performance of the Board, Senior
Management and its members.

Remuneration of Directors and Senior Management

For the remuneration policy of the Directors and Senior Management, please refer to the “Report of the Board
of Directors” — “Remuneration Policy of Directors, Supervisors and Senior Management”.

For the remuneration of Senior Management by band, please refer to note V. 21 “Key management personnel
and five highest paid individuals” to the consolidated financial statements.

Communication with shareholders

Investor relations and information disclosure

The Company has strictly complied with the regulatory provisions and requirements under the Information
Disclosure System ( (ZBHEEEHIE) ), the Administrative Measures on the Preparation of Regular
Information Disclosure Reports ( ({E EHBEEHRER/EIEEIE) ), the Accountability System of
Material Errors of Information Disclosure in Annual Report ( (FR{EBIHBEARAEZHEMTBEFIE) ), the
Administrative Measures on the Internal Reporting of Material Information ( (EA{E B RS REEEIL) )
and the Provisional Measures of Investor Relations ( (& &&EBE TIEE1THH%E) ) to manage the information
disclosure and investor relations of the Company. During the Reporting Period, the Company communicated
and interacted with shareholders and potential investors through various channels to assist them in making
rational investment decisions and protect the legal interests of investors.
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Contacts of Board of Directors’ Office

Board of Directors’ Office is responsible for assisting in the daily operation of the Board. Should investors have
any enquiries or Shareholders have any suggestions, enquiries or resolutions, please contact:

Board of Directors’ Office of China Cinda Asset Management Co., Ltd.
Address: No. 1 Building, 9 Naoshikou Street, Xicheng District, Beijing, PRC
Tel. no.: 86-10-63080528

Email address: ir@cinda.com.cn

Insider information management

During the Reporting Period, the Company raised the compliance awareness of employees and regulated
insider information management in accordance with the insider information management system. We also
increased efforts to keep confidentiality of insider information and implemented an insider registration system to
limit the number of insiders. During the Reporting Period, there was no incident of insider trading of the Shares
of the Company by taking advantage of the insider information.

Auditor’s Remuneration

As approved by the second meeting and second regular meeting of the Board in 2014, and the annual general
meeting for 2013, the Company appointed Deloitte Touche Tohmatsu Certified Public Accountants LLP and
Deloitte Touche Tohmatsu as its onshore and offshore auditors for 2014, respectively, to provide audit of the
annual financial report, review of the interim financial report, audit of internal control and other professional
services for the Company for 2014. The audit fee was RMB23.82 million, including an audit (review) fee for
financial reports of RMB21.62 million and an internal control audit fee of RMB2.20 million.

Responsibilities of Directors in respect of financial statements

The Directors are responsible for adopting applicable accounting policies in accordance with PRC GAAP and
IFRS. They are also responsible for implementing the relevant accounting requirements of the MOF subject
to PRC GAAP and IFRS and supervising the preparation of the annual and interim financial statements of the
Company so that the financial statements truly and fairly reflect its operating condition.
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Securities transactions by Directors, Supervisors and Senior Management

The Company has formulated the Code for Securities Transactions by Directors, Supervisors and Senior
Management which regulates the securities transactions by directors, supervisors and Senior Management and
is of no less exacting terms than the Model Code for Securities Transactions by Directors of Listed Companies
in Appendix 10 to the Listing Rules. The Company has made enquiries to all directors and supervisors who
confirmed that they had complied with such code and the requirements set out therein during the Reporting
Period.

Independence of independent non-executive Directors

All independent non-executive directors of the Company are independent individuals. The Company has
received annual confirmation letters from each of the independent non-executive directors to confirm
their independence. As at the latest practicable date prior to the issue of this annual report, the Company
considered that all independent non-executive directors are independent. The independence of independent
non-executive directors complies with the relevant guidelines set out in Rule 3.13 of the Listing Rules.

Trainings for Directors

During the Reporting Period, the Board focused on the continuing professional development of our
Directors by encouraging them to take part in and organizing trainings for them. In accordance with A.6.5
of the Corporate Governance Code under Appendix 14 of the Listing Rules, the Directors of the Company
participated in relevant trainings organized by trade organizations, professional organizations and the
Company. In addition, the Directors of the Company further improved their professionalism through various
methods such as attending conferences and conducting on-site research on local and overseas peers as well
as our branches and subsidiaries. The major topics of trainings the Directors of the Company participated in
are as follows:

In April 2014, Mr. Hou Jianhang, Mr. Zang Jingfan and Mr. Xu Zhichao, executive Directors, participated in
a training regarding austerity policies and financial reform after the third Plenary Session of the 18th Central
Committee of the Communist Party of China organized by the Company. Ms. Xiao Yuping and Ms. Yuan Hong,
non-executive Directors, participated in a specialized training regarding strategies, audit and remuneration
committee operation and rights and obligations as well as legal responsibilities of directors of listed companies
organized by Shanghai Stock Exchange. Mr. Chang Tso Tung, Stephen, independent non-executive Director,
participated in training of The Hong Kong Institute of Directors regarding the Environmental, Social and
Governance Reporting Guide, sustainable development of enterprises and crisis management of directors of
listed companies.
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In July 2014, Ms. Wang Shurong, Mr. Yin Boqgin, Ms. Yuan Hong and Mr. Lu Shengliang, non-executive
Directors, and Mr. Li Xikui, Mr. Qiu Dong and Mr. Xu Dingbo, independent non-executive Directors, participated
in a specialized training regarding the latest development of the PRC and international accounting standards
organized by the auditors of the Company. Mr. Li Honghui and Mr. Song Lizhong, newly appointed non-
executive Directors, participated in a training regarding details of the Listing Rules organized by the legal
advisors as to Hong Kong law of the Company. Topics of the training mainly included responsibilities
of directors, securities trading by directors, corporate governance, information disclosure and market
misconduct.

In September 2014, Mr. Hou Jianhang, Mr. Zang Jingfan and Mr. Xu Zhichao, executive Directors, participated
in a training regarding distressed asset cycles, financial system liquidity and system risks in China organized
by the Company. Mr. Song Lizhong and Ms. Yuan Hong, non-executive Directors, participated in a training
course for senior management of PRC companies listed in Hong Kong organized by the Hong Kong Institute of
Chartered Secretaries.

In December 2014, Mr. Hou Jianhang, Mr. Zang Jingfan and Mr. Xu Zhichao, executive Directors, participated
in a training regarding economic trends, hot issues, and the spirit of the Central Economic Work Conference
organized by the Company. Mr. Li Honghui and Ms. Yuan Hong, non-executive Directors, participated in a
specialized training regarding annual financial audit and results reporting organized by the Hong Kong Institute
of Chartered Secretaries. Ms. Xiao Yuping and Mr. Song Lizhong, non-executive Directors, participated in a
training regarding the newly amended accounting standards, management and control of the Group and the
risk prevention and control organized by the Company.

Joint company secretaries

The Board secretary and one of the joint company secretaries, Mr. Zhang Weidong (“Mr. Zhang”) is the
employee of the Company. He is familiar with the ordinary business of the Company. In addition, the Company
has appointed Mr. Ngai Wai Fung (“Mr. Ngai”) as another joint company secretary to work closely with Mr.
Zhang. He also assists Mr. Zhang in discharging the functions and duties of joint company secretary and
acquiring relevant experience within the meaning of Rule 3.28 of the Listing Rules. Mr. Ngai is a director and
chief executive officer of SW Corporate Services Group Limited, a corporate service provider. In respect of
corporate governance, the Listing Rules and other applicable laws and regulations related to the Company and
other matters, Mr. Ngai shall discuss with Mr. Zhang, the key contact person of the Company. Mr. Zhang is
responsible to report to the Directors and/ or the President. During the Reporting Period, Mr. Zhang and Mr.
Ngai participated in the relevant professional training courses for 15 hours in compliance with the requirements
of Rule 3.29 of the Listing Rules.
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Statement of the Board in relation to internal control responsibilities

The Board of the Company is responsible for the establishment and implementation of a sound and effective
internal control system, and the evaluation of its effectiveness. The Company has a well-established internal
control structure. The Board has set up the Audit Committee, Risk Management Committee and Related Party
Transaction Control Committee to supervise and inspect works in respects of risk management and internal
control. The Board of Supervisors oversees the internal control system established and implemented by the
Board and Senior Management. The Senior Management is responsible for the daily operation of internal
control of the Company. Branches and subsidiaries of the Company have also set up functional departments
for internal control, which are responsible for organizing and coordinating the establishment, implementation
and daily operation of internal control. The internal audit department is responsible for conducting regular
audits on internal control.

Pursuant to the relevant regulatory requirements set out in the Basic Internal Control Norms for Enterprises
( (ERZBIEHEARE) ) and its matching guidelines jointly promulgated by the MOF and four other
ministries, the Company adopted an implementation plan for internal control assessment for 2014, which has
defined the scope, procedures and methods of internal control assessment, and actively conducted on-site
test and off-site assessment of internal control.

The internal control assessment of the Company for 2014 covered all departments at the headquarters,
branches, subsidiaries and major products and business lines, and consisted of comprehensive self-
assessment by all departments at the headquarters, branches and subsidiaries, on-site tests and inspection
of key aspects. No material or significant deficiencies in internal control were identified during the assessment
while matters to be addressed did not constitute a substantial impact on the operation and management of the
Company. The Company attaches great importance to the matters to be addressed and will continue to take
further rectification measures.

Basis of internal control system of the Company

During the Reporting Period, the Board of the Company established a sound internal control system in line
with its management objectives in accordance with the regulatory requirements as set out in the Basic Internal
Control Norms for Enterprises ( ({bZREBIEHIEARRE) ) and its supporting guidelines, the Measures on
the Internal Control of Financial Asset Management Companies ( (& RVEEEE A R AEMEFIHEE) ) and
Guidelines on the Internal Control of Commercial Banks ( {FEZSR1TRILEHIFES]) ) and the regulatory
requirement under Corporate Governance Code and Corporate Governance Report as contained in Appendix
14 to the Listing Rules.
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Establishment of internal control system

During the Reporting Period, the Company further refined its top level design of internal control system
and clearly stated the three key elements, namely governance structure, management mechanism and
management foundation.

In respect of governance structure, the Company have further clarified the organizational structure and duties
of internal control, clearly separated the duties of the Board, the Board of Supervisors and the management
and established three lines of defense of internal control. The business departments act as the first line of
defense. These departments have an internal control system that regulates self-initiated internal control,
risk inspection and rectification. The internal control and compliance departments and risk management
departments act as the second line of defense. They supervise and inspect the operation of internal control
through daily and special inspections. The audit department acts as the third line of defense to conduct
independent review and evaluation of the effectiveness of internal control. Internal control responsibilities are
clearly assigned to the management and all staff. The Company is committed to establishing a long-term
internal control system.

Management mechanism is composed of internal control policy, assessment system and monitoring
mechanism. In respect of internal control policy, sound corporate regulations and policies are adopted in
response to the risk control and regulatory requirement. In respect of assessment system, an internal control
mechanism has been established for daily inspection, special inspection and independent assessment.
Close-loop management process is put in place for the identification and rectification of problems, follow-up
supervisions, assessment and accountability. In respect of monitoring mechanism, risk monitoring indicators
system have been established based on major risks, key controls and compliance requirements relating to
business and management in order to improve the monitoring, warning, analysis and reporting procedures.

Management foundation is composed of a sound internal control culture, personnel training and information
management system. The Company has organized propagation and training relating to internal control in
order to cultivate the culture of internal control and consolidate employees’ concept of internal control and risk
prevention.

Establishment and implementation of accountability system for material errors
in annual report

The Company has formulated and implemented the Accountability System for Material Errors in Information
Disclosure of Annual Reports ( (FR{z BIFFEEBAEHEEFBITHIE) ), putting in place the accountability
mechanism for material errors in information disclosure of annual reports. During the Reporting Period, the
Company has strictly complied with the policies and regulations relating to the preparation and disclosure of
annual reports and further strengthened the awareness of accountability so as to enhance the quality and
transparency of information disclosure in the annual reports. During the Reporting Period, there were no
material errors discovered in the information disclosure of annual report.
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Principal Business

The Company engages in distressed asset management, financial investment and asset management as
well as financial services. Details of the business performance of the Company are set out in “Management
Discussion and Analysis” — “Business Overview” in this annual report. During the Reporting Period, there were
no significant changes to the principal business scope of the Company.

Profit and dividend distribution

The profit and financial condition of the Company for the year ended December 31, 2014 are set out in the
“Management Discussion and Analysis” — “Analysis of Financial Statements” in this annual report.

Having considered the long-term development requirement and the interests of investors of the Company, the
Board proposed to distribute cash dividends for 2014 of RMB0.985 per 10 shares (tax inclusive) to holders
of domestic shares and H shares whose names appear in the register of shareholders on the record date,
representing total cash dividends of approximately RMB3,571 million on the basis of 36,256,690,035 domestic
and H shares in issue on December 31, 2014.

The 2014 profit distribution plan of the Company shall be subject to approval at the Shareholders’ annual
general meeting for 2014. Subject to approval, the cash dividend of the Company for 2014 will be
denominated and declared in Renminbi and will be paid in Renminbi to holders of domestic shares and in Hong
Kong dollars to holders of H shares. The amount of Hong Kong dollar will be calculated on the basis of the
average basic exchange rate between Renminbi and Hong Kong dollar quoted by the People’s Bank of China
in one week prior to the date of the Shareholders’ annual general meeting for 2014 (including the date of the
meeting).

The Company will announce the date of the Shareholders’ general meeting for 2014 and the period of closure
of register of members of the Company for the determination of the entitlement of Shareholders to attend the
meeting and vote thereat in due course. The Company will announce the record date for dividend of 2014,
closure of register of members of the Company and expected dividend payment date separately.

The Company attaches great importance to Shareholders’ return and has sound decision-making procedures
and mechanisms for profit distribution. It is clearly provided in the Articles that the Company shall maintain
a consistent and stable profit distribution policy in order to secure its long-term interest and sustainable
development as well as the interests of its Shareholders as a whole. Profit shall be distributed in cash dividend
in priority. Any adjustment to the profit distribution policy of the Company shall be subject to approval of
Shareholders by a special resolution passed at the general meeting upon review of the Board.
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Pursuant to the PRC Individual Income Tax Law ( {F#EARKEFMBEAFABFE) ), the Implementation
Regulations of the PRC Individual Income Tax Law ( {F#E AR EMBHEAAFRBEEEHEIES]) ), the Notice
of the State Administration of Taxation in relation to the Administrative Measures on Preferential Treatment
Entitled by Non-residents under Tax Treaties (Tentative) (Guo Shui Fa [2009] No. 124) ( (ERH &4 BEER
Bz GEEREXMUHBEFBEREIE (FA17) ) M@y (BHEE[2009]1245%)), the Notice of the State
Administration of Taxation on the Questions Concerning the Levy and Administration of Individual Income
Tax After the Repeal of Guo Shui Fa [1993] No. 45 (Guo Shui Han [2011] No. 348) ( BRFIEE BERE
1 3%[1993]455% X 14 FE 1L 18 8 B E A PSS G AN) (BIFEK[2011]3485%)), other relevant laws and
regulations and other regulatory documents, the Company shall, as a withholding agent, withhold and pay
individual income tax for the individual holders of H shares in respect of the dividend for 2014 to be distributed
to them. However, the individual holders of H shares may be entitled to certain tax preferential treatments
pursuant to the tax treaties between the PRC and the countries (regions) in which the individual holders of H
shares are domiciled and the tax arrangements between Mainland China, Hong Kong or Macau. For individual
holders of H shares in general, the Company will withhold and pay individual income tax at the rate of 10% on
behalf of the individual holders of H shares in the distribution of the dividend. However, the tax rates applicable
to individual holders of H Shares overseas may vary depending on the tax treaties between the PRC and the
countries (regions) in which the individual holders of H shares are domiciled, and the Company will withhold
and pay individual income tax on behalf of the individual holders of H shares in the distribution of the dividend
accordingly.

For non-resident enterprise holders of H shares, the Company will withhold and pay enterprise income tax at
the tax rate of 10% for such holders of H shares pursuant to the Notice of the State Administration of Taxation
on the Issues Concerning Withholding the Enterprises Income Tax on the Dividends Paid by Chinese Resident
Enterprises to H Share Holders Who Are Overseas Non-resident Enterprises (Guo Shui Han [2008] No. 897)
((EXRBHERBENFREERPERRIMERIFEREERRRERERNRACEMEHEBBEN B
(B 4[2008]8975R)).

For investors who acquired the H shares of the Company through the Shanghai Stock Exchange, the Company
is in the process of discussing with the relevant authorities of China for the payment of cash dividend of 2014
to such investors and will announce the arrangement as soon as possible (if necessary).

Should the holders of H shares of the Company have any doubt in relation to the aforesaid arrangements, they
are recommended to consult their tax advisors for relevant tax impact in Mainland China, Hong Kong and other
countries (regions) on the possession and disposal of the H shares of the Company.

Reserves

Reserves of the Group for the year ended December 31, 2014 are set out in the Consolidated Statement of
Changes in Equity in the consolidated financial statements.
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Distributable Reserves

Details of distributable reserves of the Group for the year ended December 31, 2014 are set out in the
Consolidated Statement of Financial Position in the consolidated financial statements.

Financial Highlights

The operating results and summary of assets and liabilities of the Group for the year ended December 31,
2014 are set out in the “Financial Summary” in this annual report.

Donations

Donations made by the Group for the year ended December 31, 2014 amounted to RMB1.97 million.

Property and Equipment

None of the properties held by the Group had any percentage ratios (as defined under Rule 14.04(9) of the
Listing Rules) of more than 5%. Details in relation to the changes in property and equipment of the Group for
the year ended December 31, 2014 are set out in Note V.41 “Property and equipment” to the consolidated
financial statements.

Pension plan

According to the relevant regulations of the PRC, the employees of the Group shall participate in the social
basic pension insurance implemented by the local labor and social security departments. The Group shall pay
pension insurance fee to the local social basic pension insurance agency according to the base and proportion
prescribed by the local regulations. Such insurance fees payable were charged to the profit or loss for the
period on an accrual basis. Local labor and social security departments will pay basic social pension to the
staff upon their retirement.

Besides the basic social pension insurance, the employees of the Company shall also participate in the Annuity
Scheme of China Cinda Asset Management Co., Ltd. established by the Company in accordance with relevant
policies of the annuity system of the PRC. The Company makes contributions to the Annuity Scheme at a
certain proportion of the total wages of the employees, and the contributions are expensed as profit or loss
when incurred.

For details of the payment of pension by the Company for its employees, please see Note V. 13 “Employee
benefits” to the consolidated financial statements.
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Major Clients

During the Reporting Period, the combined revenue from the top five entities to which we disposed of
distressed assets did not exceed 30% of our total revenue.

Major Suppliers

During the Reporting Period, the top five entities (in terms of the amounts of distressed assets acquired) from
which we acquired distressed assets combined accounted for less than 30% of total costs for distressed
assets acquisition in 2014.

Share Capital and Public Float

As at December 31, 2014, the Company had a total of 36,256,690,035 shares in issue and 2,179 registered
shareholders. Please see “Changes in Share Capital and Information on Substantial Shareholders” in this
annual report for details. As at the latest practicable date for the purpose of the publication of this report,
based on the information available to the Company and to the knowledge of the directors, the public float
of the Company was 32.16%, which was in compliance with the relevant laws and regulations and the
requirement of the Listing Rules.

Pre-emptive Right

During the Reporting Period, none of the shareholders of the Company was entitled to any pre-emptive right to
subscribe for any shares in accordance with applicable PRC laws and the Articles, and the Company did not
have any share option arrangement.

Purchase, Sale and Redemption of Shares

During the Reporting Period, neither the Company nor its subsidiaries has purchased, sold or redeemed any
shares of the Company.
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Issuance of Securities

During the Reporting Period, as approved by the CBRC (Yin Jian Fu [2014] No. 42) and the People’s Bank of
China (Yin Shi Chang Xu Zhun Yu Zi [2014] No. 42), the Company issued financial bonds of RMB20 billion on
May 27, 2014. The bonds comprised two types, which were three-year fixed rate bond with coupon rate of
5.20% and five-year fixed rate bond with coupon rate of 5.35%. The proceeds from the issuance were used
to replenish the working capital of the Company, optimize the assets and liabilities structure of the Company,
promote the business development and financial innovation of the Company as well as for other purposes
approved by the competent authorities.

In May 2014, China Cinda Finance (2014) Limited (F B{ZZ & g AR 2 7)), a wholly-owned subsidiary of Cinda
Hong Kong, issued 5-year USD1 billion fixed rate guaranteed senior notes and 10-year USD500 million fixed
rate guaranteed senior notes in Hong Kong, with coupon rates of 4% and 5.625% respectively. In December
2014, China Cinda Finance (2014) Limited (F Bl{Z3E & &t AR A 7)) issued 15-year USD230 million non-callable
fixed rate USD guaranteed senior notes in Hong Kong, with a coupon rate of 5.2%.

Save as the abovementioned issuance, during the Reporting Period, the Company did not have any other
issuance or grant of shares, convertible bonds, options or other securities.

Material Interests and Short Positions

For details of material interests and short positions, please see “Changes in Share Capital and Information
on Substantial Shareholders — Interests and Short Positions held by the Substantial Shareholders and Other
Persons” in this annual report.

Use of Proceeds

The proceeds from the share offering were used to consolidate the capital base of the Company so as to
support the sustainable growth of its businesses, which was in line with the uses and purposes disclosed in the
prospectus.

Borrowings

The borrowings of the Group as of December 31, 2014 amounted to approximately RMB263,450 million.
Details of our borrowings are set out in Note V.48 “Borrowings” to the consolidated financial statements.
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Directors, Supervisors and Senior Management

Details of the Directors, Supervisors and Senior Management of the Company are set out in “Directors,
Supervisors and Senior Management” in this annual report. The daily operations of the Board are set out in
“Corporate Governance Report” in this annual report.

Directors’, Supervisors’ and Chief Executive Officer’s Interests and Short
Positions in Shares and Underlying Shares

As at December 31, 2014, none of the Directors, Supervisors and chief executive officer of the Company
had any interests or short positions in the shares and underlying shares of the Company or its associated
corporations (within the meaning of Part XV of the SFO), or as recorded in the register required to be kept
by the Company pursuant to Section 352 of the SFO or as otherwise notified to the Company and the Hong
Kong Stock Exchange pursuant to Appendix 10 Model Code for Securities Transactions by Directors of Listed
Companies to the Listing Rules.

Interests in Contracts of Significance and Service Contracts of Directors and
Supervisors

None of the Directors and Supervisors of the Company had any beneficial interests, directly or indirectly, in any
contracts of significance (except service contracts) regarding the business of the Group entered into with the
Company or any of its controlling companies, subsidiaries or fellow subsidiaries in 2014.

None of the Directors and Supervisors of the Company had entered into any service contract with the
Company which was determinable by the Company within one year without payment of compensation (other
than statutory compensation).

Material Contracts with Controlling Shareholders

During the Reporting Period, the Company and its subsidiaries did not enter into any contract (including
material contracts for the provision of services) with the controlling shareholders or any of their subsidiaries.

Management Contracts

During the Reporting Period, the Company did not enter into any management contracts with respect to the
entire or primary business of the Company.

2014 Annual Report China Cinda Asset Management Co., Ltd.

129



Report of the Board of Directors

Interests of Directors in Business Competing with the Company

None of the Directors of the Company holds any interest in business which directly or indirectly competes, or is
likely to compete with the business of the Company.

Remuneration Policy of Directors, Supervisors and Senior Management

The remuneration policy of Directors, Supervisors and Senior Management of the Company is in compliance
with the Regulatory Measures for Examining Remuneration of Representatives of Central Financial Enterprises
(the “Regulatory Measures”) promulgated by the Ministry of Finance. In accordance with the Regulatory
Measures and relevant requirements of the Supervisory Guidelines on Sound Compensation in Commercial
Banks of the CBRC, payment of 50% of the performance-based annual salary (before tax) shall be deferred for
three years with one third to be paid in each year. The remuneration policy of Directors, Supervisors and Senior
Management consists of incentive and restriction based on their performance and the risks and responsibilities
of their positions and is subject to government supervision and adjustment along with market condition. The
remuneration system comprises basic salary, bonus and other benefits, as well as corporate pension scheme
in accordance with relevant national requirements. The Company has not implemented any mid-to-long-term
incentive plan for Directors, Supervisors and Senior Management.

Relationship between Directors, Supervisors and Senior Management

There was no financial or business relationship, kinship or other relationships which is required to be disclosed
between any of the Directors, Supervisors and Senior Management of the Company.

Connected Transactions

During the Reporting Period, the Company did not conduct any connected transactions or continuing
connected transactions required to be reported, announced or approved by independent shareholders under
Chapter 14A “Connected Transactions” of the Listing Rules. Please see Note V.66 “Related party transactions”
to the consolidated financial statements for details of related party transactions as defined in the IFRS which do
not constitute connected transactions or continuing connected transactions under Chapter 14A of the Listing
Rules.

Auditors

The consolidated financial statements of the Group for 2014 prepared under the IFRS and PRC GAAP have
been audited by Deloitte Touche Tohmatsu and Deloitte Touche Tohmatsu Certified Public Accountants LLP.,
respectively.
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Statement for Changes of Auditors in the Past Three Years

There was no change in the auditors of the Company for the past three years.

In accordance with relevant requirement under the “Administrative Measures of the Tendering Procedures for
the Appointment of Accounting Firms by Financial Enterprises (Provisional)” ( (& &h{> %2 E & A= /4ATHR
ZEBHEL (5117) ) ) (Caijin No. [2010] 169) (the “Measures”) issued by the MOF, the term of appointment
of an accounting firm by a financial enterprise shall not exceed five years in principle. Since the terms of
service of Deloitte Touche Tohmatsu Certified Public Accountants LLP and Deloitte Touche Tohmatsu, the
current domestic and international auditors of the Company, respectively, will soon reach the maximum term
stipulated in the Measures, the third meeting of the Board in 2014 and the first extraordinary general meeting
in 2015 have approved the appointment of Ernst & Young Hua Ming LLP and Ernst & Young as the domestic
and international auditors for 2015, respectively, responsible for the audit of financial statements, review of the
interim financial statements, audit of internal control and other professional services for the Company for 2015.

By Order of the Board of Directors
Hou Jianhang
Chairman

March 27, 2015
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In 2014, pursuant to the national laws and regulations, Articles and regulatory requirements focusing on the
development strategies of the Company, the Board of Supervisors of the Company performed its supervisory
duties by conducting daily supervision and evaluation so as to improve the corporate governance and maintain
the sustainable and sound development of the Company.

Major Work Completed

The Board of Supervisors convened meetings pursuant to the laws. In 2014, the Board of Supervisors
held ten meetings to review and approved 21 resolutions including the reports of the Board of Supervisors,
the supervision report of the Board of Supervisors, the internal control evaluation report and performance
evaluation reports. Meanwhile, the Board of Supervisors reviewed four special reports regarding the audit of
the annual report of the Company, comprehensive risk management and internal controls and compliance,
overall operating performance, asset management and fund business, and discussed important matters
including the implementation of resolutions of the Board of Supervisors and the Supervision Committee. In
2014, the Supervision Committee of Board of Supervisors held six meetings.

The Board of Supervisors duly implemented performance supervision and evaluation. It strengthened the
supervision of the performance, the implementation of major decisions and the lawful operation of the
Board, Senior Management and their members, through attending meetings, studying and analyzing relevant
information, reviewing performance reports, conducting visits and interviews and carrying out performance
examination. It organized the annual performance supervision and evaluation, issued performance evaluation
reports of directors and Senior Management and made reports and disclosure in accordance with relevant
requirements.

The Board of Supervisors enhanced financial supervision by supervising regular reports, review and disclosure
of regular reports to analyze major issues which may affect the truthfulness, accuracy and completeness of
financial reports, conducting special investigation regarding financial management of the Group, conducting
special financial investigations and supervising the use of proceeds. It also supervised and evaluated the
independence and effectiveness of work of auditors.

The Board of Supervisors further implemented internal supervision. It focused on the construction of
the internal control system of the Company by regularly reviewing reports regarding internal control and
compliance and major issues identified during internal audits, following up the rectification of identified issues
and conducting on-site examination of internal control of the Company, so as to strengthen the supervision on
the internal control system and evaluation of its effectiveness.
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The Board of Supervisors continuously strengthened risk management supervision with emphasis on the
supervision of the comprehensive risk management system of the Company. It regularly reviewed special
reports regarding risk management, further conducted investigations of risk management and asset quality,
and provided relevant opinions and suggestions.

The Board of Supervisors continued to monitor and promote the implementation of the Company’s strategies.
It organized and initiated special investigation and evaluation, and provided opinions and suggestions on the
implementation of strategies and the planning of new strategies to promote the implementation of researches
of relevant aspects.

The Board of Supervisors improved its capability. It studied and formulated working regulations for the
Board of Supervisors and further improved the supervision mechanisms. It arranged trainings for supervisors
of the Company and its subsidiaries and strived to improve overall supervision. All members of the Board
of Supervisors duly performed their duties in accordance with laws and regulations, attended meetings of
the Board of Supervisors timely, and participated in the studying, consideration and voting of resolutions,
conducted in-depth investigation and research. They also attended Board meetings and meetings of the
special committees of the Board and meetings of the Senior Management to perform their duties.

Independent opinions on relevant matters

Lawful operation

During the Reporting Period, operation of the Company was in compliance with laws and regulations, and
its decision-making procedures conformed to relevant laws, regulations and the Articles. Directors and
Senior Management duly performed their duties. The Board of Supervisors is not aware of any breach of
laws and regulations or any act detrimental to the interests of the Company by any of the Directors or Senior
Management in performing their duties.

Financial reports

The financial reports for the year reflected the financial position and operating results of the Company truthfully
and fairly.

Opinions on the performance evaluation of Directors and Senior Management of the

Company

The results of the performance evaluation of all Directors and Senior Management for 2014 were competent.
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Internal control

During the Reporting Period, the Company continued to improve internal control and the Board of Supervisors
had no objection to the evaluation opinions on internal control of the Company for 2014.

Implementation of resolutions adopted at Shareholders’ general meetings

During the Reporting Period, the Board of Supervisors had no objection to the matters submitted to
Shareholders’ general meetings for review. The Board seriously implemented the resolutions approved at the
Shareholders’ general meetings.

Use of proceeds

During the Reporting Period, the use of proceeds of the Company was in line with the use stated in the
prospectus.

Performance of social responsibilities

During the Reporting Period, the Company duly performed its social responsibilities and the Board of
Supervisors had no objection to the report on social responsibilities of the Company for 2014.

By Order of the Board of Supervisors
GONG Jiande
Chairman of the Board of Supervisors

March 27, 2015
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Significant Events

Material Litigation and Arbitration

During the Reporting Period, save as the litigation initiated by Junefield Real Estate (please refer to the
announcements of the Company dated December 23, 2014 and January 27, 2015, respectively, for details),
the Company was not involved in any litigation and arbitration which was material to our operation.

Such litigation did not have any material adverse effect on the operating results and financing condition of the
Company.

Major Acquisition and Disposal of Assets and Merger

During the Reporting Period, save as the investment in Sinopec Marketing Co., Ltd. and the disposal of shares
in Bank of Xi’an Co., Ltd. (please refer to the announcements of the Company dated September 15, 2014 and
September 24, 2014, respectively, for details), the Company did not enter into any material acquisition and
disposal of assets or merger of enterprises.

Use of Funds by the Controlling Shareholder and other Related Parties

The controlling shareholders and other related parties have not used the funds of the Company.

Implementation of Share Incentive Plan

The Company did not implement any share incentive plan during the Reporting Period.

Major Contracts and their Implementation

Major Custodies, Underwriting and Leasings

During the Reporting Period, the Company did not enter into any major contract relating to the custody,
underwriting and leasing of assets of other companies or custody, underwriting and leasing of assets of the
Company by other companies.

Material Guarantees

The Company did not make any material guarantee which is required to be disclosed during the Reporting
Period.

Penalty Imposed on the Company and Directors, Supervisors and Senior
Management of the Company during the Reporting Period

During the Reporting Period, none of the Company or any of the Directors, Supervisors and Senior
Management was subject to any investigation or administrative punishment by securities regulatory authorities,
reprimanded by any stock exchange, as well as punishment by other regulatory authorities with material impact
on the operation, or prosecuted for criminal liabilities by the judicial authority.
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Independent Auditor’'s Report

D I i tt
e o I e [ J Deloitte Touche Tohmatsu

35/F One Pacific Place

IE 88 Queensway

1’“‘\ Hong Kong
8% - FIERSESENT
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TO THE SHAREHOLDERS OF CHINA CINDA ASSET MANAGEMENT CO., LTD.

(Incorporated in the People’s Republic of China with limited liability)

We have audited the consolidated financial statements of China Cinda Asset Management Co., Ltd. (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 140 to 362 which
comprise the consolidated and company statements of financial position as at December 31, 2014, and the
consolidated income statement, consolidated statement of comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Directors’ Responsibility for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of consolidated financial statements that
give a true and fair view in accordance with International Financial Reporting Standards and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit
and to report our opinion solely to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or accept liability to any other person
for the contents of this report. We conducted our audit in accordance with International Standards on
Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated financial statements are free from material
misstatement.
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Independent Auditor’s Report

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

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

Opinion
In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the
Company and of the Group as at December 31, 2014 and of the Group’s profit and cash flows for the year

then ended, in accordance with International Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

March 27, 2015
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Consolidated Income Statement

For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

Year ended December 31,

Notes V 2013

Income from distressed debt assets

classified as receivables 1 18,113,566 10,144,157
Fair value changes on distressed debt assets 2 4,077,498 4,617,634
Fair value changes on other financial instruments 3 2,180,533 539,004
Investment income 4 9,116,469 7,043,846
Net insurance premiums earned 5 7,442,985 5,771,868
Interest income 6 8,810,539 5,059,204
Revenue from sales of inventories 7 4,340,500 4,321,948
Commission and fee income 8 3,008,181 2,520,108
Net gains on disposal of subsidiaries and associates 9 642,948 200,517
Other income and other net gains or losses 10 2,056,843 2,194,906
Total 59,790,062 42,413,192
Interest expense 11 (15,961,121) (7,803,756)
Insurance costs 12 (6,865,310) (5,018,782)
Employee benefits 13 (4,600,557) (8,797,444)
Purchases and changes in inventories 7 (2,824,007) (2,720,323)
Commission and fee expense 14 (1,034,318) (869,443)
Business tax and surcharges (1,981,262) (1,233,873)
Depreciation and amortization expenses (456,360) (443,789)
Other expenses (2,872,582) (2,560,256)
Impairment losses on assets 15 (5,438,067) (6,153,281)
Total (42,033,584) (30,600,947)
Change in net assets attributable to other holders

of consolidated structured entities 38 (1,909,945) (540,461)
Profit before share of results of associates and tax 15,846,533 11,271,784
Share of results of associates 460,166 500,259
Profit before tax 16 16,306,699 11,772,043
Income tax expense 17 (4,163,950) (2,671,071)
Profit for the year 12,142,749 9,100,972

140 China Cinda Asset Management Co., Ltd.
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Consolidated Income Statement
For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

Year ended December 31,

Notes V 2013

Profit attributable to:
Equity holders of the Company 11,896,243 9,027,278
Non-controlling interests 246,506 73,694

12,142,749 9,100,972

Earnings per share attributable to equity holders

of the Company (Expressed in RMB Yuan per share) 18
— Basic 0.33 0.30
— Diluted 0.33 0.30
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Consolidated Statement of
Comprehensive Income

For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

Year ended December 31,

2013

Profit for the year 12,142,749 9,100,972

Other comprehensive income/(expense)
ltems that may be reclassified subsequently to profit or loss:
Fair value changes on available-for-sale financial assets

— fair value changes arising during the year 5,162,379 (4,055,637)
— amounts reclassified to profit or loss upon disposal (964,519) 858,993
— amounts reclassified to profit or loss upon impairment 554,379 3,436,227
Income tax effect (1,010,362) (160,264)
3,741,877 79,319

Share of other comprehensive income of associates 498 48,869
Exchange differences arising on translation of foreign operations 11,250 (28,402)
Other comprehensive income for the year, net of income tax 3,753,625 99,786
Total comprehensive income for the year 15,896,374 9,200,758

Total comprehensive income attributable to:
Equity holders of the Company 15,147,822 9,323,396
Non-controlling interests 748,552 (122,638)

15,896,374 9,200,758
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Consolidated Statement of
Financial Position

As at December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

As at December 31,

2014 Annual Report

China Cinda Asset Management Co., Ltd.

Noesv NPT 2013
Assets
Cash and bank balances 22 43,891,249 57,059,107
Clearing settlement funds 23 5,145,163 1,707,859
Deposits with exchanges and a financial institution 24 918,240 831,073
Placements with financial institutions 25 3,000,000 290,000
Financial assets at fair value through profit or loss 26 57,220,521 25,178,498
Financial assets held under resale agreements 27 11,454,214 1,053,527
Available-for-sale financial assets 28 85,794,554 72,747,155
Financial assets classified as receivables 29 180,913,089 116,662,697
Loans and advances to customers 30 80,224,726 48,636,362
Accounts receivable 31 7,022,083 6,448,944
Held-to-maturity investments 3 7,042,523 7,592,298
Properties held for sale 34 29,932,835 17,789,854
Investment properties 35 1,606,297 1,857,970
Interests in associates 39 10,079,555 8,961,606
Property and equipment 41 3,687,619 3,620,195
Goodwill 324,109 323,721
Other intangible assets 183,978 159,608
Deferred tax assets 42 3,442,600 3,937,398
Other assets 43 12,544,062 8,927,535
Total assets 544,427,417 383,785,407
Liabilities
Borrowings from central bank 44 986,058 4,912,977
Accounts payable to brokerage clients 45 11,663,334 6,480,797
Financial liabilities at fair value through profit or loss 37,005 48,465
Financial assets sold under repurchase agreements 46 9,939,649 9,442,824
Placements from banks and a financial institution 47 11,827,000 10,477,000
Borrowings 48 263,452,411 173,834,689
Accounts payable 49 13,891,177 22,814,138
Investment contract liabilities for policyholders 50 6,251,226 3,244,367
Tax payable 51 1,742,755 2,060,566
Insurance contract liabilities 52 25,219,005 20,722,452
Bonds issued 53 43,694,852 13,285,017
Deferred tax liabilities 42 664,465 450,849
Other liabilities 54 53,195,218 33,249,145
Total liabilities 442,564,155 301,023,286
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Consolidated Statement of Financial Position
As at December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

As at December 31,

Notes V 2013

Equity
Share capital 59 36,256,690 35,458,864
Capital reserve 56 17,328,518 15,903,578
Investment revaluation reserve 57 3,970,903 730,574
Surplus reserve 58 3,394,304 2,483,115
General reserve 59 4,461,263 3,866,093
Retained earnings 60 28,366,310 17,976,426
Foreign currency translation reserve (409,130) (420,380)
Equity attributable to equity holders of the Company 93,368,858 75,998,270
Non-controlling interests 8,494,404 6,763,851
Total equity 101,863,262 82,762,121
Total equity and liabilities 544,427,417 383,785,407

The consolidated financial statements on pages 140 to 362 are authorized for issue by the Board of Directors
and signed on its behalf by:

Hf

PRESIDENT

EEE

CHAIRMAN
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Statement of Financial Position

As at December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

As at December 31,

Assets
Cash and bank balances 22 11,521,730 30,660,624
Placements with financial institutions 25 2,000,000 640,000
Financial assets at fair value through profit or loss 26 42,837,267 17,419,393
Financial assets held under resale agreements 27 8,795,500 —
Available-for-sale financial assets 28 57,996,590 51,050,342
Financial assets classified as receivables 29 177,893,099 113,966,668
Accounts receivable 31 6,053,629 5,647,620
Amounts due from subsidiaries 32 876,392 1,509,756
Held-to-maturity investments 33 210,000 499,928
Investment properties 35 367,723 374,570
Interests in subsidiaries 36 25,502,767 22,398,334
Interests in consolidated structured entities 38 7,204,057 2,540,901
Interests in associates 39 3,916,062 6,010,243
Property and equipment 41 853,913 573,243
Other intangible assets 15,609 22,046
Deferred tax assets 42 2,253,176 3,117,264
Other assets 43 4,954,478 2,864,982
Total assets 353,251,992 259,295,914
Liabilities
Borrowings from central bank 44 986,058 4,912,977
Financial liabilities at fair value through profit or loss 431,742 226,786
Placements from banks 47 10,000,000 8,000,000
Borrowings 48 212,495,000 139,069,331
Accounts payable 49 10,160,682 21,676,664
Tax payable 51 722,159 1,373,430
Bonds issued 53 30,544,927 10,025,296
Other liabilities 54 4,250,323 4,025,986
Total liabilities 269,590,891 189,310,470
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Statement of Financial Position
As at December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

As at December 31,

Notes V 2013

Equity
Share capital 58 36,256,690 35,458,864
Capital reserve 56 16,513,787 15,127,873
Investment revaluation reserve 57 2,573,161 193,135
Surplus reserve 58 3,394,304 2,483,115
General reserve 59 3,348,747 2,967,886
Retained earnings 60 21,574,412 13,754,571
Total equity 83,661,101 69,985,444
Total equity and liabilities 353,251,992 259,295,914
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Consolidated Statement of Cash Flows

For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

Year ended December 31,

2013

Notes V

OPERATING ACTIVITIES

Profit before tax 16,306,699 11,772,043
Adjustments for:
Impairment losses on assets 5,438,067 6,153,281
Depreciation of property and equipment, and
investment properties 343,810 351,559
Amortization of intangible assets and
other long-term assets 112,550 92,230
Share of results of associates (460,166) (500,259)
Net gains on disposal of property and equipment,
and investment properties (319,409) (721,831)
Net gains on disposal of subsidiaries and associates (642,948) (200,517)
Fair value changes on financial assets (1,411,614) (90,155)
Investment income (9,116,469) (7,043,846)
Borrowing costs 2,709,840 1,643,737
Change in reserves for insurance contracts 4,280,446 3,136,784
Operating cash flows before movements
in working capital 17,240,806 14,593,026
(Increase)/decrease in bank balances (3,571,278) 1,796,148
Increase in financial assets at fair value through
profit or loss (30,634,969) (8,165,369)
Increase in financial assets held under
resale agreements (10,603,333) (416,609)
Increase in financial assets classified as receivables (48,437,5683) (67,358,783)
Increase in loans and advances to customers (32,436,806) (24,098,155)
Decrease in accounts receivable 1,348,024 1,065,782
Increase in properties held for sale (12,177,509) (3,943,388)
Decrease in borrowings from central bank (3,926,919) (2,140,465)
Increase/(decrease) in accounts payable to
brokerage clients 5,182,537 (148,728)
Increase/(decrease) in financial assets sold under
repurchase agreements 2,315,752 (3,917,115)
Increase in borrowings 82,859,619 93,058,646
Increase/(decrease) in accounts payable 3,043,022 (289,646)
Increase in other operating assets (8,904,511) (10,389,246)
Increase in other operating liabilities 16,077,076 25,069,522
Cash generated from operations (22,626,072) 14,715,620
Income taxes paid (4,786,215) (4,134,298)
NET CASH (USED IN)/FROM OPERATING ACTIVITIES (27,412,287) 10,581,322
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148 China Cinda Asset Management Co., Ltd.

Consolidated Statement of Cash Flows
For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

Notes V

Year ended December 31,

2013

INVESTING ACTIVITIES
Cash receipts from disposals and recovery of

investment securities and debt-to-equity assets 31,649,348 14,911,000
Dividends received from investment securities 1,005,502 1,645,352
Dividends received from associates 367,812 254,088
Interest received from investment securities 1,678,407 2,048,469
Cash receipts from disposals of property and

equipment, investment properties and

other intangible assets 570,287 981,230
Net cash flows from disposals of subsidiaries 69 1,199,317 416,185
Net cash flows from disposals of associates - 335,271
Cash payments to acquire investment securities (64,850,754) (42,303,173)
Net cash flows from consolidated structured entities 11,068,707 10,812,640
Cash payments for purchase of property and

equipment, investment properties and other assets (359,678) (488,563)
Cash payments for establishment and acquisition of

interests in associates (3,378,453) (1,538,666)
NET CASH USED IN INVESTING ACTIVITIES (21,049,505) (12,926,167)
FINANCING ACTIVITIES
Net proceeds from issue of shares 2,183,740 14,974,565
Capital contribution from non-controlling interests of

subsidiaries of the Company 1,105,417 927,100
Proceeds from disposal of partial interests in

subsidiaries that does not involve loss of control 78,942 95,783
Cash payments to acquire additional interests

in subsidiaries (6,200) (35,240)
Cash receipts from borrowings raised 23,820,864 9,854,515
Cash receipts from bonds issued 30,867,390 734,678
Cash receipts from financial assets sold under

repurchase agreements 3,997,729 5,816,656
Cash repayments on financial assets sold under

repurchase agreements (5,816,656) (4,450,363)
Cash repayments of borrowings (17,062,761) (5,082,453)
Cash repayment of bonds (1,007,068) (95,179)
Interest expenses on borrowings paid (2,140,622) (1,620,529)
Dividends paid (1,202,804) (1,613,059)
Dividends paid to non-controlling interests

of subsidiaries (193,387) (93,434)
Cash payments for transaction cost of bonds issued (132,930) (7,423)
NET CASH FROM FINANCING ACTIVITIES 34,491,654 19,405,617
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Consolidated Statement of Cash Flows
For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

Year ended December 31,

Notes V 2013

NET (DECREASE)/INCREASE IN CASH AND

CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR

(13,970,138) 17,060,772

48,192,046 31,093,404

Effect of foreign exchange changes 255,012 37,870
CASH AND CASH EQUIVALENTS
AT END OF THE YEAR 61 34,476,920 48,192,046

Net cash flows from operating activities include:

Interest received
Interest paid

8,246,753 4,679,020
12,535,945 6,160,019
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Consolidated Statement of

Changes in Equity
For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

Equity attributable to equity holders of the Company

Foreign
Investment currency Non-
Share Capital revaluation Surplus General  Retained translation controlling
Notes V capital reserve reserve reserve reserve  earnings reserve  Subtotal interests
(Note V.55) (Note V.56) (Note V.57) (Note V.58) (Note V.59)
As at January 1, 2014 35,458,864 15,903,578 730,574 2,483,115 3,866,093 17,976,426  (420,380) 75,998,270 6,763,851 82,762,121
Profit for the year - - - - - 11,896,243 - 11,896,243 246,506 12,142,749
Other comprehensive
income/(expense) for the year - - 3,240,329 - - - 11,250 3,251,579 502,046 3,753,625
Total comprehensive
income/(expense) for the year - - 3,240,329 - - 11,896,243 11,250 15,147,822 748,552 15,896,374
Shares issued 55, 56 797,826 1,385,914 - - - - - 2,183,740 2,183,740
Capital contribution from
non-controlling interests - - - - - - - - 1,105417 1,105,417
Acquisition of additional interests
in subsidiaries - 3,117 - - - - - 3,117 (9,317) (6,200)
Disposal of partial interests
in subsidiaries - 35,909 - - - - - 35,909 90,319 126,228
Disposal of interests in subsidiaries - - - - - - - - (11,031) (11,031)
Appropriation to surplus reserve 58 - - - 911,189 - (911,189) - - - -
Appropriation to general reserve 59 - - - - 595,170  (595,170) - - - -
Dividends paid to non-controlling
interests - - - - - - - - (193,387)  (193,387)
As at December 31, 2014 36,256,690 17,328,518 3,970,903 3,394,304 4,461,263 28,366,310  (409,130) 93,368,858 8,494,404 101,863,262
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Consolidated Statement of Changes in Equity
For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

Equity attributable to equity holders of the Company

Foreign

Investment currency Non-

Share Capital revaluation Surplus  General  Retained translation controlling
Notes V capital reserve reserve reserve reserve  earnings reserve  Subtotal interests Total

(Note V.55) (Note V.56) (Note V.57) (Note V.58) (Note V.59)
As at January 1, 2013 30,140,024 6,520,646 406,054 1,760,041 1,468,835 14,869,946  (391,978) 54,773,568 6,111,175 60,884,743
Profit for the year - - - - - 9,027,278 — 9,027,278 73,694 9,100,972
Other comprehensive

income/(expense) for the year - - 324,520 - - - (28,402) 296,118 (196,332 99,786

Total comprehensive

income/(expense) for the year - - 324,520 - - 9,027,278 (28,402) 9,323,396  (122,638) 9,200,758
Shares issued 55, 56 5,318,840 9,305,983 - - - - — 14,624,823 — 14,624,823
Capital contribution from

non-controlling interests - - - - - - - - 578,921 578,921
Acquisition of additional interests

in subsidiaries — (324,000 - - - 11,587 - (312413 276,815 (35,598)
Acquisition of interests

in subsidiaries = = = = = = = = 9,288 9,288
Disposal of partial interests

in subsidiaries - 400,949 - - - 3,810 - 404,759 42,985 447,744
Disposal of interests in subsidiaries - - - - - - - - (39,261) (39,261)
Appropriation to surplus reserve 58 - - - 723,074 — (723,074 - - - -
Appropriation to general reserve 59 - - - - 2,397,258 (2,397,258) - - - =
Dividends paid to

non-controlling interests - - - - - - - - (93,434) (93,434)
Dividends recognized as distribution 19 - - - - - (2,815,869) - (2,815,863) - (2,815,869)
As at December 31, 2013 35,458,864 15,903,578 730,574 2,483,115 3,866,093 17,976,426  (420,380) 75,998,270 6,763,851 82,762,121
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Notes to the
Consolidated Financial Statements

For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

|.  GENERAL INFORMATION

China Cinda Asset Management Co., Ltd. (the “Company”) was transformed from China Cinda Asset
Management Corporation (the “Former Cinda”), which was a wholly state-owned financial enterprise in
the People’s Republic of China (the “PRC”) by the Ministry of Finance (the “MOF”) on April 19, 1999 as
approved by the State Council of the PRC (the “State Council”). On June 29, 2010, China Cinda Asset
Management Co., Ltd. was established after the completion of the financial restructuring of the Former
Cinda as approved by the State Council.

The Company has financial services certificate No. JOO0O4H111000001 issued by the China Banking
Regulatory Commission (the “CBRC”), and business license No. 100000000031562 issued by the State
Administration of Industry and Commerce of the PRC.

The Company listed on The Stock Exchange of Hong Kong Limited on December 12, 2013. Details of the
share issue are included in note V.55.

The Company and its subsidiaries are collectively referred to as the Group.

The principal activities of the Group comprise acquiring and entrusting to manage, invest and dispose of
both financial and non-financial institution distressed assets; receivership; foreign investment; securities
and futures dealing; financial bonds issuance, inter-bank borrowing and lending, commercial financing
for other financial institutions; approved asset securitization business, financial institutions custody,
closing and liquidation of business; consulting and advisory business on finance, investment, legal and
risk management; assets and project evaluation; insurance; fund management; asset management; trust;
financial leasing services; real estate and industrial investments and other businesses approved by the
CBRC or other regulatory bodies.

The consolidated financial statements are presented in Renminbi (“RMB”), which is also the functional
currency of the Company.
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Notes to the Consolidated Financial Statements
For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

APPLICATION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS
(“IFRSs”)

In current year, the Group has applied a number of amendments to IFRSs and a new interpretation that
are effective for the Group’s annual period beginning on January 1, 2014.

Amendments to IFRS 10, Investment Entities

IFRS 12 and IAS 27
Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities
Amendments to IAS 39 Novation of Derivatives and Continuation of Hedge Accounting
IFRIC 21 Levies

The application of the new interpretation and amendments to IFRSs has had no material effect on the
amounts reported and disclosures set out in these consolidated financial statements.

The Group has not early applied the following new and revised IFRSs that have been issued but are not
yet effective:

IFRS 9 Financial Instruments”

IFRS 15 Revenue from Contracts with Customers®

Amendments to IFRS 11 Accounting for Acquisitions of Interests in Joint Operations®
Amendments to IAS 1 Disclosure Initiative®

Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and

Amortisation®
Amendments to IAS 19 Defined Benefit Plans: Employee Contributions®
Amendments to IFRSs Annual Improvements to IFRSs 2010-2012 Cycle®
Amendments to IFRSs Annual Improvements to IFRSs 2011-2013 Cycle®
Amendments to IFRSs Annual Improvements to IFRSs 2012-2014 Cycle®
Amendments to IAS 27 Equity Method in Separate Financial Statements®

Amendments to IFRS 10 and IAS 28  Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture®
Amendments to IFRS 10, Investment Entities: Applying the Consolidation Exception®
IFRS 12 and IAS 28

=

GICEEESIGS

a

Effective for annual periods beginning on or after 1 January 2018

S

Effective for annual periods beginning on or after 1 January 2017

Effective for annual periods beginning on or after 1 July 2014

N

Effective for annual periods beginning on or after 1 January 2016

Effective for annual periods beginning on or after 1 July 2014, with limited exceptions
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Notes to the Consolidated Financial Statements
For the year ended December 31, 2014
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II. APPLICATION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS
(“IFRSs”) (continued)

IFRS 9 Financial Instruments

IFRS 9 issued in 2009 introduced new requirements for the classification and measurement of financial
assets. IFRS 9 was subsequently amended in 2010 to include requirements for the classification and
measurement of financial liabilities and for derecognition, and further amended in 2013 to include the new
requirements for general hedge accounting. Another revised version of IFRS 9 was issued in 2014 mainly
to include a) impairment requirements for financial assets and b) limited amendments to the classification
and measurement requirements by introducing a ‘fair value through other comprehensive income’
(FVTOCI) measurement category for certain simple debt instruments.

Key requirements of IFRS 9 are described below:

o All recognised financial assets that are within the scope of IAS 39 Financial Instruments: Recognition
and Measurement are subsequently measured at amortised cost or fair value. Specifically, debt
investments that are held within a business model whose objective is to collect the contractual cash
flows, and that have contractual cash flows that are solely payments of principal and interest on the
principal outstanding are generally measured at amortised cost at the end of subsequent accounting
periods. Debt instruments that are held within a business model whose objective is achieved
both by collecting contractual cash flows and selling financial assets, and that have contractual
terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding, are measured at FVTOCI. All other
debt investments and equity investments are measured at their fair value at the end of subsequent
accounting periods. In addition, under IFRS 9, entities may make an irrevocable election to present
subsequent changes in the fair value of an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally recognised in profit or loss.

o With regard to the measurement of financial liabilities designated as at fair value through profit
or loss, IFRS 9 requires that the amount of change in the fair value of the financial liability that is
attributable to changes in the credit risk of that liability is presented in other comprehensive income,
unless the recognition of the effects of changes in the liability’s credit risk in other comprehensive
income would create or enlarge an accounting mismatch in profit or loss. Changes in fair value of
financial liabilities attributable to changes in the financial liabilities’ credit risk are not subsequently
reclassified to profit or loss. Under IAS 39, the entire amount of the change in the fair value of the
financial liability designated as fair value through profit or loss was presented in profit or loss.
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APPLICATION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS
(“IFRSs”) (continued)

IFRS 9 Financial Instruments (continued)

. In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model, as
opposed to an incurred credit loss model under IAS 39. The expected credit loss model requires an
entity to account for expected credit losses and changes in those expected credit losses at each
reporting date to reflect changes in credit risk since initial recognition. In other words, it is no longer
necessary for a credit event to have occurred before credit losses are recognised.

o The new general hedge accounting requirements retain the three types of hedge accounting.
However, greater flexibility has been introduced to the types of transactions eligible for hedge
accounting, specifically broadening the types of instruments that qualify for hedging instruments
and the types of risk components of non-financial items that are eligible for hedge accounting. In
addition, the effectiveness test has been overhauled and replaced with the principle of an economic
relationship. Retrospective assessment of hedge effectiveness is also no longer required. Enhanced
disclosure requirements about an entity’s risk management activities have also been introduced.

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which establishes a single comprehensive model for entities to use
in accounting for revenue arising from contracts with customers. IFRS 15 will supersede the current
revenue recognition guidance including IAS 18 Revenue, IAS 11 Construction Contracts and the related
Interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognise revenue to depict the transfer of promised
goods or services to customers in an amount that reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services. Specifically, the standard introduces a 5-step
approach to revenue recognition:

. Step 1: Identify the contract(s) with a customer.

° Step 2: Identify the performance obligations in the contract.

. Step 3: Determine the transaction price.

. Step 4: Allocate the transaction price to the performance obligations in the contract.

. Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation.
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II. APPLICATION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS
(“IFRSs”) (continued)

IFRS 15 Revenue from Contracts with Customers (continued)

Under IFRS 15, an entity recognises revenue when (or as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular performance obligation is transferred to the
customer. Far more prescriptive guidance has been added in IFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by IFRS 15.

Amendments to IFRS 11 Accounting for Acquisitions of Interests in Joint Operations

The amendments to IFRS 11 provide guidance on how to account for the acquisition of a joint operation
that constitutes a business as defined in IFRS 3 Business Combinations. Specifically, the amendments
state that the relevant principles on accounting for business combinations in IFRS 3 and other standards
(e.g. IAS 36 Impairment of Assets regarding impairment testing of a cash-generating unit to which
goodwill on acquisition of a joint operation has been allocated) should be applied. The same requirements
should be applied to the formation of a joint operation if and only if an existing business is contributed to
the joint operation by one of the parties that participate in the joint operation.

A joint operator is also required to disclose the relevant information required by IFRS 3 and other
standards for business combinations.

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture

Amendments to IFRS 10:

. An exception from the general requirement of full gain or loss recognition has been introduced into
IFRS 10 for the loss control of a subsidiary that does not contain a business in a transaction with an
associate or a joint venture that is accounted for using the equity method.

. New guidance has been introduced requiring that gains or losses resulting from those transactions
are recognised in the parent’s profit or loss only to the extent of the unrelated investors’ interests
in that associate or joint venture. Similarly, gains and losses resulting from the remeasurement at
fair value of investments retained in any former subsidiary that has become an associate or a joint
venture that is accounted for using the equity method are recognised in the former parent’s profit or
loss only to the extent of the unrelated investors’ interests in the new associate or joint venture.
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APPLICATION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS
(“IFRSs”) (continued)

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture (continued)

Amendments to IAS 28:

. The requirements on gains and losses resulting from transactions between an entity and its
associate or joint venture have been amended to relate only to assets that do not constitute a
business.

. A new requirement has been introduced that gains or losses from downstream transactions
involving assets that constitute a business between an entity and its associate or joint venture must
be recognised in full in the investor’s financial statements.

. A requirement has been added that an entity needs to consider whether assets that are sold or
contributed in separate transactions constitute a business and should be accounted for as a single
transaction.

For the application of the above new and revised IFRSs, the directors are either in the process of

assessing their impact or of the opinion that they will not have significant impact on the consolidated
financial statements.
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I1l. SIGNIFICANT ACCOUNTING POLICIES

1. Statement of compliance

The consolidated financial statements have been prepared in accordance with IFRSs. In addition,
the consolidated financial statements include applicable disclosures required by the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited and by the Hong Kong
Companies Ordinance (Cap.32).

2. Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis except for
certain properties and financial instruments that are measured at fair values at the end of each
reporting period, as explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the consideration given in exchange for goods
and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date, regardless of whether
that price is directly observable or estimated using another valuation technique. In estimating the
fair value of an asset or a liability, the Group takes into account the characteristics of the asset or
liability if market participants would take those characteristics into account when pricing the asset
or liability at the measurement date. Fair value for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a basis, except for share-based payment
transactions that are within the scope of IFRS 2 Share-based payment, leasing transactions that
are within the scope of IAS 17 Leases, and measurements that have some similarities to fair value
but are not fair value, such as net realisable value in IAS 2 Inventories or value in use in IAS 36
Impairment of Assets.

In addition, for financial reporting purposes, fair value measurements are categorized into Level 1,
2 or 3 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 entity can 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; and

. Level 3 inputs are unobservable inputs for the asset or liability.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

3.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and
the entities (including structured entities) controlled by the Company and its subsidiaries. Control is
achieved if and only if the Company has all the following: (a) power over an investee, (b) exposure, or
rights, to variable returns from its involvement with the investee, and (c) the ability to use its power
over the investee to affect the amount of the investor’s returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control listed above.

When the Company has less than a majority of the voting rights of an investee, it has power over
the investee when the voting rights are sufficient to give it the practical ability to direct the relevant
activities of the investee unilaterally. The Company considers all relevant facts and circumstances in
assessing whether or not the Company’s voting rights in an investee are sufficient to give it power,
including:

o the size of the Company’s holding of voting rights relative to the size and dispersion of
holdings of the other vote holders;

o potential voting rights held by the Company, other vote holders or other parties;

o rights arising from other contractual arrangements; and

o any additional facts and circumstances that indicate that the Company has, or does not have
the current ability to direct the relevant activities at the time that decisions need to be made,
including voting patterns at previous shareholders’ meetings.

Income and expenses of subsidiaries acquired or disposed of during the year are included in the

consolidated income statement from the effective date of acquisition or up to the effective date of

disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Non-controlling interests of consolidated subsidiaries are presented separately from the Group’s
equity therein.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

3. Basis of consolidation (continued)

The carrying amount of non-controlling interests is the amount of those interests at initial recognition
plus the non-controlling interests’ share of subsequent changes in equity. Total comprehensive
income and expenses of a subsidiary is attributed to the equity holders of the Company and to the
non-controlling interests even if this results in the non-controlling interests having a deficit balance.

In the Company’s statement of financial position, its interests in subsidiaries and consolidated
structured entities are stated at cost, less impairment losses, if any.

Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in existing subsidiaries that do not result in the Group
losing control over the subsidiaries are accounted for as equity transactions. The carrying amounts
of the Group’s interests and the non-controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. The carrying amount of the non-controlling interests is adjusted
at the non-controlling interests’ proportionate share of the subsidiary’s identifiable net assets. Any
difference between the amount by which the non-controlling interests are adjusted and the fair value
of the consideration paid or received is recognized directly in equity and attributed to owners of the
Company.

When the Group loses control of a subsidiary, it (i) derecognizes the assets (including any goodwill)
and liabilities of the subsidiary at their carrying amounts at the date when control is lost, (ii)
derecognizes the carrying amount of any non-controlling interests in the former subsidiary at the
date when control is lost (including any components of other comprehensive income attributable
to them), and (iii) recognizes the aggregate of the fair value of the consideration received and the
fair value of any retained interest, with any resulting difference being recognized as a gain or loss
in profit or loss attributable to the Group. When assets of the subsidiary are carried at revalued
amounts or fair values and the related cumulative gain or loss has been recognized in other
comprehensive income and accumulated in equity, the amounts previously recognized in other
comprehensive income and accumulated in equity are accounted for as if the Group had directly
disposed of the related assets (i.e. reclassified to profit or loss or transferred directly to retained
earnings as specified by applicable IFRSs). The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as the fair value on initial recognition for
subsequent accounting under IAS 39 Financial Instruments: Recognition and Measurement or, when
applicable, the cost on initial recognition of an investment in an associate or a jointly controlled
entity.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

4.

Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the sum
of the acquisition-date fair values of the assets transferred by the Group, liabilities incurred by
the Group to the former owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition-related costs are generally recognized in profit or
loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognized
at their fair value, except that deferred tax assets or liabilities, and assets or liabilities related to
employee benefit arrangements are recognized and measured in accordance with IAS 12 Income
Taxes and IAS 19 Employee Benefits respectively.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net of the acquisition-date amounts of the identifiable assets
acquired and the liabilities assumed.

Non-controlling interests that are present ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the event of liquidation may be initially measured
either at fair value or at the non-controlling interests’ proportionate share of the recognized amounts
of the acquiree’s identifiable net assets. The choice of measurement basis is made on a transaction-
by-transaction basis.
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lll. SIGNIFICANT ACCOUNTING POLICIES (continued)
5. Goodwill

Goodwill arising on a business combination is measured at cost less accumulated impairment
losses, if any, and is presented separately in the consolidated statements of financial position.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-generating
units (or groups of cash-generating units) that is expected to benefit from the synergies of the
combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually or
more frequently when there is indication that the unit may be impaired. For goodwill arising on an
acquisition in a reporting period, the cash-generating unit to which goodwill has been allocated is
tested for impairment before the end of that reporting period. If the recoverable amount of the cash-
generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and then to the other assets of the unit on
a pro rata basis based on the carrying amount of each asset in the unit. Any impairment loss for
goodwill is recognized directly in profit or loss. An impairment loss recognized for goodwill is not
reversed in subsequent periods.

6. Cash and cash equivalents

Cash and cash equivalents refer to short-term, highly liquid investments that are readily convertible
to known amounts of cash and which are subject to an insignificant risk of changes in value.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

7.

Foreign currency transactions

The functional currency of the Company and its subsidiaries operating in the mainland China is
RMB. The Company’s subsidiaries operating outside the mainland China choose their functional
currency on the basis of the primary economic environment in which they operate.

In preparing the financial statements of each individual group entity, transactions in currencies
other than the functional currency of that entity (foreign currencies) are recorded in the respective
functional currency (i.e. the currency of the primary economic environment in which the entity
operates) at the rates of exchange prevailing at the dates of the transactions. At the end of the
reporting period, monetary items denominated in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing at the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of
monetary items, are recognized in profit or loss in the period in which they arise, except for (i)
exchange differences arising on a monetary item that forms part of the Company’s net investment
in a foreign operation, in which case, such exchange differences are recognized in other
comprehensive income and accumulated in equity and will be reclassified from equity to profit or
loss on disposal of the foreign operation; (i) exchange differences arising from the changes of the
fair value of monetary assets classified as available-for-sale financial assets (other than the changes
relating to the amortized cost of the monetary assets) which are recognized in other comprehensive
income and accumulated in equity.

Exchange differences arising on the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period except for exchange differences arising on the retranslation
of non-monetary items in respect of which gains and losses are recognized directly in other
comprehensive income, in which case, the exchange differences are also recognized directly in
other comprehensive income.

For the purposes of presenting the consolidated financial statements, the assets and liabilities of
the Group’s foreign operations are translated into the presentation currency of the Group at the
rate of exchange prevailing at the end of the reporting period, and their income and expenses are
translated at a rate that approximates the exchange rates at the dates of the transactions. Exchange
differences arising, if any, are recognized in other comprehensive income and accumulated in equity
under the heading of foreign currency translation reserve (attributed to non-controlling interests as
appropriate).
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

8. Financial instruments

Financial assets and financial liabilities are recognized in the consolidated statement of financial
position when a group entity becomes a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets or financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognized immediately in profit or loss.

8.1 Determination of fair value
Fair value is determined in the manner described in note V.68.

8.2 Effective interest method

The effective interest method is a method of calculating the amortized cost of a financial
asset or liability and of allocating the interest income or expense over the period. The effective
interest rate is the rate that exactly discounts estimated future cash receipts or payments
through the expected life of the financial instrument or, where appropriate, a shorter period,
to the net carrying amount on initial recognition. When calculating the effective interest rate,
the Group estimates cash flows considering all contractual terms of the financial instrument
but does not consider future credit losses. The calculation includes all fees and points paid or
received between parties to the contract that are an integral part of the effective interest rate,
transaction costs and all other premiums or discounts.

8.3 Classification, recognition and measurement of financial assets

The Group’s financial assets are classified into one of the four categories, including financial
assets at fair value through profit or loss, held-to-maturity investments, available-for-sale
financial assets and loans and receivables. Investment securities comprise held-to-maturity
investments, available-for-sale financial assets and financial assets classified as receivables.
The classification depends on the nature and purpose of the financial assets and is determined
at the time of initial recognition. All regular way purchases or sales of financial assets are
recognized and derecognized on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the time frame
established by regulation or convention in the market place.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

8. Financial instruments (continued)

8.3 Classification, recognition and measurement of financial assets (continued)
Financial assets at fair value through profit or loss (“FVTPL”)
Financial assets at FVTPL have two subcategories, including financial assets held for trading
and those designated as at FVTPL on initial recognition.

A financial asset is classified as held-for-trading if:
. it has been acquired principally for the purpose of selling it in the near future; or

. it is a part of an identified portfolio of financial instruments that the Group manages
together and has a recent actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at FVTPL
upon initial recognition if:

o such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or

. the financial asset forms part of a group of financial assets or financial liabilities or both,
which is managed and its performance is evaluated on a fair value basis, in accordance
with the Group’s documented risk management or investment strategy, and information
about the grouping is provided internally on that basis; or

. it forms part of a contract containing one or more embedded derivatives, and IAS 39
permits the entire combined contract (asset or liability) to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with changes in fair value arising from
remeasurement recognized directly in profit or loss in the period in which they arise. Any
interest income arising from financial assets designated as at fair value through profit or loss is
also included in fair value changes of such assets.

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments and fixed maturities that the Group has the positive intention and ability to hold
to maturity. Subsequent to initial recognition, held-to-maturity investments are measured at
amortized cost using the effective interest method, less any identified impairment losses.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

8. Financial instruments (continued)

8.3 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. Financial assets classified as loans and receivables by
the Group include cash and bank balances, deposits with exchanges and a financial institution,
placements with financial institutions, financial assets classified as receivables, loans and
advances to customers and accounts receivable.

Loans and receivables are subsequently measured at amortized cost using the effective
interest method. Gain or loss arising from derecognition or impairment is recognized in profit or
loss.

Debt securities with fixed or determinable payments but have no quoted price in an active
market are classified as receivables.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated or are not
classified as financial assets at FVTPL, loans and receivables or held-to-maturity investments.
The Group designated debt instruments as available-for-sale financial assets on initial
recognition of those items.

Available-for-sale financial assets are measured at fair value at the end of the reporting period.
Changes in fair value are recognized in other comprehensive income and accumulated in the
investment revaluation reserve, until the financial asset is disposed of or is determined to be
impaired, at which time, the cumulative gain or loss previously accumulated in the investment
revaluation reserve is reclassified to profit or loss.

For available-for-sale equity investments that do not have a quoted market price in an active
market and whose fair value cannot be reliably measured are measured at cost less any
identified impairment losses at the end of the reporting period.

When a debt is swapped into equity interest of an entity during a debt restructuring, the

difference between the carrying amount of the debt receivable and the fair value of the equity
interest being swapped is recognized in profit or loss for the period.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

8. Financial instruments (continued)

8.4

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the

end of each reporting period. Financial assets are impaired when there is objective evidence

that, as a result of one or more events that occurred after the initial recognition of the financial

assets, the estimated future cash flows of the financial assets have been affected.

Objective evidence that a financial asset is impaired includes the following observable events:

(1)

@

significant financial difficulty of the issuer or obligor;

a breach of contract by the borrower, such as a default or delinquency in interest or
principal payments;

the lender, for economic or legal reasons relating to the borrower’s financial difficulty,
granting to the borrower a concession that the lender would not otherwise consider;

it becoming probable that the borrower will enter bankruptcy or other financial
reorganizations;

the disappearance of an active market for that financial asset because of financial
difficulties of the issuer;

observable data indicating that there is a measurable decrease in the estimated future
cash flows from a portfolio of financial assets since the initial recognition of those assets,
although the decrease cannot yet be identified with the individual financial assets in the
portfolio, including:

— adverse changes in the payment status of borrowers in the portfolio; and

— national or local economic conditions that correlate with defaults on the assets in
the portfolio;

significant adverse changes in the technological, market, economic or legal environment

in which the issuer operates, indicating that the cost of the investment in the equity
instrument may not be recovered by the investor;
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

8. Financial instruments (continued)

8.4 Impairment of financial assets (continued)
(8) a significant or prolonged decline in the fair value of an investment in an equity instrument
below its cost;

(9) other objective evidence indicating there is an impairment of a financial asset.

Impairment of financial assets measured at amortized cost

For financial assets carried at amortized cost, an impairment loss is recognized in profit or
loss when there is objective evidence that the assets are impaired, and is measured as the
difference between the asset’s carrying amount and the present value of estimated future
cash flows (excluding future credit losses that have not been incurred) discounted at the
financial asset’s original effective interest rate. For financial assets with variable interest rate,
the discount rate for measuring any impairment loss is the current effective interest rate
determined under the contract.

The calculation of present value of the estimated future cash flows of a collaterised financial
asset includes the cash flows that may result from foreclosure less costs for obtaining and
selling the collateral.

The carrying amount of a financial asset is reduced through the use of an allowance account.
Changes in carrying amount of the allowance account are recognized in the profit or loss.
When a financial asset is considered uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts previously written off are credited to profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment was recognized (such
as an improvement in the debtor’s credit rating), the previously recognized impairment loss is
reversed through profit or loss to the extent that the carrying amount of the asset at the date
the impairment is reversed does not exceed what the amortized cost would have been had the
impairment not been recognized.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

8.

Financial instruments (continued)

8.4

Impairment of financial assets (continued)

Impairment of available-for-sale financial assets

When a decline in the fair value of an available-for-sale financial asset has been recognized
directly in other comprehensive income and accumulated in the investment revaluation reserve
and there is objective evidence that asset is impaired, the cumulative gains or losses previously
recognized in other comprehensive income are reclassified to profit or loss in the period in
which the impairment takes place.

Impairment loss on equity investment at fair value is not reversed through profit or loss in
subsequent periods. Any increase in fair value subsequent to impairment loss is recognized
directly in other comprehensive income and accumulated in the investment revaluation reserve.
For available-for-sale debt investments, impairment losses are subsequently reversed through
profit or loss if an increase in the fair value of the investment can be objectively related to an
event occurring after the recognition of the impairment loss.

Impairment of financial assets measured at cost

If an impairment loss has been incurred on an investment in unquoted equity instrument
(without a quoted price in an active market) whose fair value cannot be reliably measured, the
carrying amount of the financial asset is reduced to the present value of estimated future cash
flows discounted at the current market rate of return for a similar financial asset. The amount
of reduction is recognized as an impairment loss in profit or loss. The impairment loss on such
financial asset is not reversed once it is recognized.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

8. Financial instruments (continued)

8.5 Transfer of financial assets

The Group derecognizes a financial asset only when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and continues to control the transferred
asset, the Group continues to recognize the asset to the extent of its continuing involvement
and recognizes an associated liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Group continues to recognize the
financial asset and also recognizes a collateralized borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable and the cumulative gain or
loss that had been recognized in other comprehensive income and accumulated in equity is
recognized in profit or loss.

If a part of the transferred financial asset qualifies for derecognition, the carrying amount of the
transferred financial asset is allocated between the part that continues to be recognized and
the part that is derecognized, based on the respective fair values of those parts. The difference
between (i) the carrying amount allocated to the part derecognized; and (i) the sum of the
consideration received for the part derecognized and any cumulative gain or loss allocated to
the part derecognized which has been previously recognized in other comprehensive income,
is recognized in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

8.

Financial instruments (continued)

8.6

8.7

Classification, recognition and measurement of financial liabilities

Financial liabilities and equity instruments issued by a group entity are classified as
either financial liabilities or as equity in accordance with the substance of the contractual
arrangements entered into and the definitions of a financial liability and an equity instrument.

On initial recognition, the Group’s financial liabilities are generally classified into financial
liabilities at FVTPL or other financial liabilities.

Financial liabilities at fair value through profit or loss
Financial liabilities at FVTPL have two subcategories, including financial liabilities held for
trading and those designated as at FVTPL on initial recognition.

The criteria for a financial liability to be classified as held for trading or designated as at FVTPL
are the same as those for a financial asset to be classified as held for trading or designated as
at FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on
remeasurement recognized directly in profit or loss in the period in which they arise. The net
gain or loss recognized in profit or loss excludes any interest paid on the financial liabilities.

Other financial liabilities

Other financial liabilities are subsequently measured at amortized cost using the effective
interest method, with gain or loss arising from derecognition or amortization recognized in
profit or loss.

Derecognition of financial liabilities

Financial liabilities are derecognized when the obligation specified in the relevant contract is
discharged, cancelled or expires. The difference between the carrying amount of the financial
liability derecognized and the consideration paid and payable is recognized in profit or loss.

An agreement between the Group (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.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

8. Financial instruments (continued)

8.8 Derivatives and embedded derivatives
Derivatives are initially measured at fair value at the date when the derivative contracts are
entered into and are subsequently re-measured at fair value. The resulting gain or loss is
recognized in profit or loss.

An embedded derivative is separated from the hybrid instrument, where the hybrid instrument
is not designated as a financial asset or financial liability at fair value through profit or loss, and
treated as a standalone derivative if (i) the economic characteristics and risks of the embedded
derivative are not closely related to the economic characteristics and risks of the host contract;
and (ii) a separate instrument with the same terms as the embedded derivative would meet the
definition of a derivative. If the Group is unable to measure the embedded derivative separately
either at acquisition or at the end of each reporting period, it designates the entire hybrid
instrument as a financial asset or financial liability at fair value through profit or loss.

8.9 Offsetting financial assets and financial liabilities
Financial assets and financial liabilities are offset and the net amount presented in the
statements of financial position when both of the following conditions are satisfied: (i) the
Group has a legal right to set off the recognized amounts and the legal right is currently
enforceable; and (ii) the Group intends either to settle on a net basis, or to realize the financial
asset and settle the financial liability simultaneously.

9. Inventories

Properties under development and properties held for sale

Properties under development and properties held for sale are stated at the lower of cost and
net realizable value on an individual basis. Cost comprises the acquisition cost and other costs
directly attributable to such properties as well as borrowing costs capitalized in accordance with the
Group’s accounting policy.

Others

Inventories are stated at the lower of cost and net realizable value. Cost is calculated using the
weighted average method. Net realizable value represents the estimated selling price for inventories
less all estimated costs of completion and costs necessary to make the sale.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

10.

Interests in associates

An associate is an entity over which the Group has significant influence and that is neither a
subsidiary nor an interest in a joint venture. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not control or joint control over those
policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial
statements using the equity method of accounting. Under the equity method, investments in
associates are initially recognized in the consolidated statement of financial position at cost and
adjusted thereafter to recognize the Group’s share of the profit or loss and other comprehensive
income of the associates. When the Group’s share of losses of an associate exceeds the Group’s
interest in that associate (which includes any long-term interests that, in substance, form part of the
Group’s net investment in the associate), the Group discontinues recognizing its share of further
losses. Additional losses are recognized only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of that associate.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable
assets and liabilities of an associate recognized at the date of acquisition is recognized as goodwill,
which is included within the carrying amount of the investment.

Any excess of the Group’s share of the net fair value of the identifiable assets and liabilities over the
cost of acquisition, after reassessment, is recognized immediately in profit or loss. The requirements
of IAS 39 are applied to determine whether it is necessary to recognize any impairment loss with
respect to the Group’s investment in an associate. When necessary, the entire carrying amount of
the investment (including goodwill) is tested for impairment in accordance with IAS 36 Impairment of
Assets as a single asset by comparing its recoverable amount (higher of value-in-use and fair value
less costs of disposal) with its carrying amount. Any impairment loss recognized forms part of the
carrying amount of the investment. Any reversal of that impairment loss is recognized in accordance
with IAS 36 to the extent that the recoverable amount of the investment subsequently increases.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

10. Interests in associates (continued)

Upon disposal of an associate that results in the Group losing significant influence over that
associate, any retained investment is measured at fair value at that date and the fair value is
regarded as its fair value on initial recognition of a financial asset in accordance with IAS 39. The
difference between the previous carrying amount of the associate attributable to the retained interest
and its fair value is included in the determination of the gain or loss on disposal of the associate. In
addition, the Group accounts for all amount previously recognized in other comprehensive income
in relation to that associate on the same basis as would be required if that associate had directly
disposed of the related assets or liabilities. Therefore, if a gain or loss previously recognized in other
comprehensive income by that associate would be reclassified to profit or loss on the disposal of
the related assets or liabilities, the Group reclassifies the gain or loss from equity to profit or loss
(as a reclassification adjustment) when it loses significant influence over that associate. When a
group entity transacts with its associate, profits and losses resulting from the transactions with
the associate are recognized in the Group’ consolidated financial statements only to the extent of
interests in the associate that are not related to the Group.

11. Investment properties

Investment properties are initially measured at cost, including any directly attributable expenditure.

Subsequent to initial recognition, investment properties are stated at cost less subsequent
accumulated depreciation and any accumulated impairment losses. Depreciation is recognized so
as to write off the cost of investment properties over their estimated useful lives and after taking into
account of their estimated residual value, using the straight-line method.

Construction costs incurred for investment properties under construction are capitalized as part of
the carrying amount of the investment properties under construction.

An investment property is derecognized upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from its disposals.
Any gain or loss arising on derecognition of the property (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) is included in the profit or loss in the
period in which the property is derecognized.

Investment properties are depreciated on a straight-line basis over the shorter of the term of the
lease and 40 years.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

12. Property and equipment
Property and equipment including buildings held for use in the supply of services, or for
administrative purpose (other than construction in progress) are stated in the statements of financial
position at cost less subsequent accumulated depreciation and accumulated impairment losses, if
any.

Depreciation is recognized so as to write off the cost of items of property and equipment (other
than construction in progress) less their residual values over their estimated useful lives, using
the straight-line method. The estimated useful lives, residual values and depreciation method are
reviewed at the end of each reporting period, with the effect of any changes in estimate accounted
for on a prospective basis.

The useful lives, estimated residual value rates and annual depreciation rates of each class of
property and equipment are as follows:

Annual

Depreciation Residual depreciation

period value rates rates

Buildings 20-50 years 3%-5% 1.90%-4.85%
Machinery and equipment 5-10 years 3%-5% 9.50%-19.40%
Electronic equipment and furnitures 3-10 years 3%-5% 9.50%-32.33%
Motor vehicles 5-10 years 3%-5% 9.50%-19.40%

Properties in the course of construction for supply of services or administrative purposes are carried
at cost, less any recognized impairment loss and borrowing cost capitalized in accordance with the
Group’s accounting policy. Such properties are reclassified to the appropriate category of property
and equipment when completed and ready for intended use. Depreciation of these assets, on the
same basis as other property assets, commences when the assets are ready for their intended use.

An item of property and equipment is derecognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the
disposal or retirement of an item of property and equipment is determined as the difference between
the sales proceeds and the carrying amount of the asset and is recognized in profit or loss.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

13. Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
asset are capitalized when expenditures for such asset and borrowing costs are incurred and
activities relating to the acquisition, construction or production of the asset that are necessary to
prepare the asset for its intended use or sale have commenced. Capitalization of borrowing costs
ceases when the qualifying asset being acquired, constructed or produced becomes ready for its
intended use or sale. Capitalization of borrowing costs is suspended during periods in which the
acquisition, construction or production of a qualifying asset is suspended abnormally. Capitalization
is suspended until the acquisition, construction or production of the asset is resumed. Other
borrowing costs are recognized as an expense in the period in which they are incurred.

Where funds are borrowed under a specific-purpose borrowing, the amount of interest to be
capitalized is the actual interest expense incurred on that borrowing for the period less any
bank interest earned from depositing the borrowed funds before being used on the asset or any
investment income on the temporary investment of those funds. Where funds are borrowed under
general-purpose borrowings, the Group determines the amount of interest to be capitalized on such
borrowings by applying a capitalization rate to the weighted average of the excess of cumulative
expenditures on the asset over the amounts of specific-purpose borrowings. The capitalization rate
is the weighted average of the interest rates applicable to the general-purpose borrowings.

During the capitalization period, exchange differences related to a specific-purpose borrowing
denominated in foreign currency are all capitalized. Exchange differences in connection with
general-purpose borrowings are recognized in profit or loss in the period in which they are incurred.

14. Other intangible assets

Other intangible assets include trading seat fee and computer software, etc.

An intangible asset is measured initially at cost. When an intangible asset with a finite useful life is
available for use, its original cost less net residual value is amortized over its estimated useful life
using the straight-line method. An intangible asset with an indefinite useful life is not amortized.

For an intangible asset with a finite useful life, the Group reviews the useful life and amortization
method at the end of the reporting period, and makes adjustments when necessary.

An intangible asset is derecognized on disposal or when no future economic benefits are expected
from its use. Gains or losses arising from derecognition of an intangible asset are measured at
the difference between the net disposal proceeds and the carrying amount of the asset and are
recognized in profit or loss in the period when the asset is derecognized.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

15. Impairment losses on tangible and intangible assets other than goodwill

At the end of the reporting period, the Group reviews the carrying amounts of its tangible and
intangible assets with finite useful lives to determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the impairment loss, if any. When it is not possible to
estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount
of the cash-generating unit to which the asset belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested
for impairment at least annually, and whenever there is an indication that they may be impaired.

Recoverable amount is the higher of fair value less costs of disposal and value-in-use. In assessing
value-in-use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or a cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognized immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or a cash
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognized for the asset (or a cash-generating unit) in prior years. A
reversal of an impairment loss is recognized as income immediately.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

16. Resale and repurchase agreements

16.1 Financial assets held under resale agreements
Financial assets that have been purchased under agreements with a commitment to resell at a
specific future date are not recognized in the consolidated statement of financial position. The
cost (including interests) of purchasing such assets is presented under “financial assets held
under resale agreements” in the consolidated statement of financial position. The difference
between the purchasing price and reselling price is recognized as interest income during the
term of the agreement using the effective interest method.

16.2 Financial assets sold under repurchase agreements
Financial assets sold subject to agreements with a commitment to repurchase at a specific
future date are not derecognized in the consolidated statement of financial position. The
proceeds (including interests) from selling such assets are presented under “financial assets
sold under repurchase agreements” in the consolidated statement of financial position. The
difference between the selling price and repurchasing price is recognized as interest expense
during the term of the agreement using the effective interest method.

17. Provisions

Provisions are recognized when the Group has a present obligation related to a contingency such
as action at law, it is probable that an outflow of economic benefits will be required to settle the
obligation, and the amount of the obligation can be measured reliably.

The amount recognized as a provision is the best estimate of the consideration required to settle
the present obligation at the end of each reporting period, taking into account factors pertaining to
a contingency such as the risks, uncertainties and time value of money. Where the effect of the time
value of money is material, the amount of the provision is determined by discounting the related
future cash outflows.

Where all or some of the expenditure required to settle a provision is expected to be reimbursed by
a third party, the reimbursement is recognized as a separate asset only when it is virtually certain
that reimbursement will be received, and the amount of reimbursement recognized does not exceed
the carrying amount of the provision.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

18.

1€k

Insurance contracts and significant insurance risk testing

Insurance contracts are those contracts under which the Group has accepted significant insurance
risk from the policyholders by agreeing to compensate the policyholders if a specified uncertain
future event (the insured event) adversely affects the policyholders. Insurance contracts held by the
Group are classified as direct insurance contracts and reinsurance contracts. The significance of
insurance risk as determined by the Group is dependent on both the probability of an insurance
event and the magnitude of its potential effect.

Some insurance contracts contain both an insurance component and a deposit component. The
Group is permitted but not required to unbundle those components, if the insurance component and
the deposit component are distinct and separately measurable, and all obligations and rights arising
from the deposit component are recognized.

The unbundled insurance component is accounted for according to IFRS 4 and the unbundled
deposit component is accounted for as investment contract liabilities according to relevant
accounting policies. If the insurance component and the deposit component are not distinct and
separately measurable, the whole contract is accounted for as an insurance contract.

For contracts issued by the Group which require testing the significance of insurance risk, it should
be performed at the initial recognition of such contracts, and based on a group of contracts with
similar nature. When performing the insurance risk significance test, the Group makes judgments in
sequence as to whether the contract transfers insurance risk, whether the contract has commercial
substance, and whether the transferred insurance risk is significant.

Insurance contracts liabilities

Insurance contract liabilities of the Group include long-term life insurance contract liabilities and
short-term insurance contract liabilities which include unearned premium reserves and claim

reserves.

When measuring the long-term life insurance contract liabilities, the Group classifies insurance
contracts whose insurance risks are of a similar nature as a measurement unit and mainly considers
the characteristics of policies, including product type, gender, age, and durations of policies, when
determining the measurement unit.

The Group’s short-term insurance contracts, which include non-life and short-term accident and
health insurance policies, are grouped into certain measurement units by business line.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

19. Insurance contracts liabilities (continued)

Insurance contract liabilities are measured based on reasonable estimates of the amount of
payments when the Group fulfills relevant obligations under the insurance contracts, which
represents the difference between expected future cash outflows and inflows under such contracts,
i.e. the expected future net cash outflows.

. Expected future cash outflows represent cash outflows which are necessary for the Group
to fulfill the obligations under the insurance contracts (including benefits attributable to the
policyholders), and mainly include:

(i)  Guaranteed benefits under the insurance contracts, including mortality benefits, disability
benefits, morbidity benefits, survival benefits, maturity benefits and other benefits
guaranteed by the insurance contracts;

(i) Non-guaranteed benefits under the insurance contracts which are subject to certain level
of discretion by the Group, including policyholder dividends; and

(il Reasonable expenses necessary for policy administration and claims handling, including
policy maintenance expenses and claim expenses.

o Expected future cash inflows represent cash inflows arising from assuming liabilities under the
insurance contracts, including premium income and other charges.

A reasonable estimate of expected future net cash flows is determined based on information
available at the end of each reporting period.

Margins are considered and separately measured in determining insurance contract liabilities.
Margins are released in the income statement over the insurance coverage period using systematic
and reasonable methods. Margins include risk margin and residual margin.

. Risk margin represents provision for the uncertainty associated with the future net cash flows.

. At inception of an insurance contract, any “Day 1” gain is not recognized in the income
statement, but included in the insurance contract liabilities as a residual margin. However, any
“Day 1” loss should be recognized in the income statement at inception when it occurs. Any
residual margin is amortized over the life of the contracts. The subsequent measurement of
residual margin is independent from reasonable estimate of future discounted cash flows and
risk margin, and will not be adjusted for future changes in assumptions.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

19. Insurance contracts liabilities (continued)

For long-term life insurance contracts, the Group amortizes the residual margin on the basis of
the effective sums insured during the whole insurance coverage period. For short-term insurance
contracts, the Group amortizes the residual margin on a time basis during the whole insurance
coverage period and records it in profit or loss.

When measuring insurance contract liabilities, time value of money is considered. The related
future cash flows are discounted when the impact of time value of money is significant. For short-
term insurance contracts which duration is within one year, the cash flows are not discounted. The
discount rates used in the measurement of time value of money are determined with reference to
information available at the end of each reporting period.

The Group uses information available at the end of each reporting period to derive the following
assumptions used for measuring the reserve of long-term life insurance contracts:

. For insurance contracts whose future insurance benefits will not be affected by investment
income of the corresponding investment portfolio, the discount rates are determined based on
the market interest rate which is in line with the period and risk of liability of cash outflows. For
insurance contracts whose future insurance benefits will be affected by investment income of
the corresponding investment portfolio, the discount rates are determined based on expected
investment return rates of the portfolios backing the liabilities.

o The Group reasonably estimates the insurance incident occurrence rate, lapse and surrender
rate, expenses assumption and policy dividend assumption based on actual experience and
expected future development trends.

When measuring insurance contract liabilities, the expected period of future net cash outflows is
the entire insurance period. For insurance policies with a guaranteed renewal option, the expected
period is extended to the date when the option to renew policy ceases if the probability that the
policyholders may execute the option is high and the Group does not have the right to re-price the
premium.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

19. Insurance contracts liabilities (continued)

Unearned premium reserves

Unearned premium reserves for short-term insurance contracts represent the larger of a) portion of
the premiums written net of certain acquisition costs relating to the unexpired terms of coverage and
b) estimated future net cash outflows.

At inception of the insurance contracts, unearned premium reserves are measured based on
premiums received less relevant acquisition costs. Subsequent to the initial recognition, unearned
premium reserves are released on a 1/365 basis according to the insurance coverage period.

The risk margin of the unearned premium reserves is determined by reference to the industry ratio
and the Group’s experience.

Incurred but not reported reserves (“IBNR”) are measured according to the nature and distribution of
insurance risks, claims development, experience data, etc., using methods such as the chain ladder
method, average claim per case method, expected loss ratio method or Bornhuetter-Ferguson
method, based on a reasonable estimate of ultimate claim amounts as well as margins.

Claim reserves
Claim reserves are provided for insurance claims of short-term insurance contracts and include
incurred and reported reserves, IBNR and claim expense reserves.

Incurred and reported reserves are measured at amounts not higher than the sum insured of the
insurance contracts, using methods such as the case-by-case estimate method or average claim

per case method, based on a reasonable estimate of ultimate claim amounts as well as margins.

Claim expense reserves are measured based on the best estimates of the future payments for claim
expenses.

The risk margin of the claim reserves is determined by reference to the industry ratio and the
Group’s experience.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

19. Insurance contracts liabilities (continued)

Liability adequacy test

The Group assesses the adequacy of insurance contract liabilities using the current estimate of
future cash flow with available information at the end of each reporting period. If the insurance
contract liabilities re-calculated with the insurance actuarial methods exceed their carrying amounts
on the date of the liability adequacy test, an additional provision is made for the respective insurance
contract liabilities based on the difference. Otherwise, no adjustment is made for the respective
insurance contract liabilities.

Investment contracts

Insurance policies that are not considered insurance contracts under IFRS 4 are classified as
investment contracts. These policies do not contain significant insurance risk and are accounted for
as follows:

. Premium receipts are recognized not as premium income, but rather as liabilities, presented as
investment contract liabilities. For those non-life investment type policies without guaranteed
benefits, the related contract liabilities are measured at fair value and the related transaction
costs are recognized in the income statement. For other investment contracts, the related
liabilities are initially measured at fair value and subsequently measured at amortized cost.
Commissions and other expenses incurred, net of receipts from initial charges that are meant
to compensate such costs, are recognized as transaction costs in the initial amount of the
liabilities.

. Charges including policy administration fees are recognized as other income during the period
of service provided.

Universal life contracts

The individual universal life contracts of the Group contain significant insurance risks and are
classified as insurance contracts. These policies also contain both insurance components and
deposit components. The deposit components are unbundled from these hybrid insurance
contracts. The rest of the contracts are accounted for as insurance contracts. Certain group
universal life contracts of the Group that do not contain significant insurance risks are classified as
investment contracts.

2014 Annual Report  China Cinda Asset Management Co., Ltd. 183



Notes to the Consolidated Financial Statements
For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

19. Insurance contracts liabilities (continued)

Universal life contracts (continued)
The group universal life contracts and the deposit component unbundled from the above individual
universal life insurance contracts are accounted for as follows:

. Premium receipts are recognized not as premium income, but rather as liabilities, presented
in investment contract liabilities. These liabilities are initially measured at fair value and
subsequently measured at amortized cost. Commissions and other expenses incurred, net
of receipts from initial charges that are meant to compensate such costs, are recognized as
transaction costs in the initial amount of the liabilities.

. Fees from surrenders and other service charges are recognized in other income.

Reinsurance

The Group cedes insurance risk in the normal course of business. Reinsurance agreements that
transfer significant insurance risk are treated as reinsurance contracts; reinsurance agreements that
do not transfer significant insurance risk are treated as financial assets. Reinsurance assets primarily
represent balances due from reinsurance companies for ceded insurance liabilities. Amounts
recoverable from reinsurers are estimated in a manner consistent with the reinsured risks and in
accordance with the terms of the reinsurance contracts.

An impairment review is performed at each reporting date or more frequently when an indication
of impairment arises during the reporting year. Impairment occurs when objective evidence exists
that the Group may not recover outstanding amounts under the terms of the contract and when the
impact on the amounts that the Group will receive from the reinsurer can be measured reliably. The
impairment loss is recorded in the income statement.

Ceded reinsurance arrangements do not relieve the Group from its obligations to policyholders. The
Group also assumes reinsurance risk in the normal course of business. Premiums and claims on
assumed reinsurance are recognized as income and expenses in the same manner as they would
be if the reinsurance were considered direct business, taking into account the product classification
of the reinsured business. Amounts payable to reinsurers are estimated in a manner consistent with
that of the associated reinsurance contracts.

Premiums and claims are presented on a gross basis for both ceded and assumed reinsurance
unless a legal right and the intention of offset exist. Reinsurance assets or liabilities are derecognized
when the contractual rights are extinguished or expire or when the contract is transferred to another

party.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

20. Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the

Group and when the revenue can be reliably measured. Specific recognition criteria for different

nature of revenue are disclosed below:

20.1

20.2

Income from distressed assets

Income from distressed assets is mainly generated from distressed debt assets included in
financial assets classified as receivables and financial assets at fair value through profit or loss,
equity instruments relating to distressed asset business included in available-for-sale financial
assets and assets in satisfaction of debts.

Income from distressed debt assets includes interest income arising on distressed debt assets
classified as receivables, gains or losses from disposal of distressed debt assets designated
as at fair value through profit or loss and unrealized fair value changes on such assets, both of
which are accounted for as fair value changes on distressed debt assets. Any interest income
arising from distressed debt assets designated as at fair value through profit or loss is also
included in fair value changes of such assets. Income is also generated from the disposal of
assets in satisfaction of debts. The accounting policy for interest income arising on distressed
debt assets classified as receivable is detailed in note [11.20.5.

Income from equity instruments relating to distressed asset business classified as available-
for-sale financial assets includes dividend income and gains or losses from disposal of these
instruments and are presented under investment income. The accounting policy for dividend
income is detailed in note 11.20.6.

Fee and commission income

Income from investment contracts

Fees are charged for investment contracts issued by the Group for policy administration,
investment management, surrenders or other contract services. The fees may be for fixed
amounts or vary with the amounts being managed, and will generally be charged as an
adjustment to the policyholder’s balance. The fees are recognized as revenue in the period
in which they are due unless they relate to services to be provided in future periods which
would be deferred and recognized as the service is provided. Initiation and other front-end
fees are charged for certain investment contracts recorded at amortized cost and are mainly
recognized through an adjustment to the effective yield.

Income from investment contracts is included in commission and fee income.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

20. Revenue recognition (continued)

20.2 Fee and commission income (continued)
Other fee and commission income
The income from securities trading brokerage business is recognized as fee and commission
income on trade date basis.

The income from securities underwriting services is recognized according to the underwriting
agreements as fee and commission income when the securities are allotted.

Funds and asset management fee, future business fee and consultancy and financial advisory
fee are recognized on accrual basis when services are provided.

Fee from leasing business is recognized on accrual basis when services are provided.

Fee and commission income from trustee services is recognized on accrual basis and
calculated in accordance with the terms of the trust contract.

20.3 Premium income
Premium income and reinsurance premium income are recognized when the insurance
contracts are issued, related insurance risk is undertaken by the Group, it is probable that
related economic benefits will flow to the Group and related income can be reliably measured.

Premiums from long-term life insurance contracts are recognized as revenue when due from
the policyholders. Premiums from direct short-term insurance contracts are recognized as

revenue based on the amount of total premium stated in the contracts.

Reinsurance premiums are recognized as revenue in accordance with the terms stated in the
reinsurance contracts.

186 China Cinda Asset Management Co., Ltd. = 2014 Annual Report



Notes to the Consolidated Financial Statements
For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (continued)

20. Revenue recognition (continued)

20.4 Revenue from sale of goods

Revenue from sale of goods is recognized when (1) the Group has transferred to the buyer
the significant risks and rewards of ownership of the goods; (2) the Group retains neither
continuing managerial involvement to the degree usually associated with ownership nor
effective control over the goods sold; (3) the amount of revenue can be measured reliably;
(4) it is probable that the associated economic benefits will flow to the Group; and (5) the
associated costs incurred or to be incurred can be measured reliably.

Specifically, revenue from sale of properties in the ordinary course of business is recognized
when the respective properties have been completed and delivered to the buyers. Deposits
and installments received from purchasers prior to meeting the above criteria for revenue
recognition are included in the consolidated statement of financial position under other
liabilities.

Interest income and expense
Interest income and expense for all interest-bearing financial instruments are recognized within
“interest income” and “interest expense” in profit or loss using the effective interest method.

Once a financial asset or a group of similar financial assets has been written down as a result
of an impairment loss, interest income is recognized using the rate of interest used to discount
the future cash flows for the purpose of measuring the impairment loss.

Dividend income

Dividend income from investments is recognized when the shareholder’s rights to receive the
payment has been established and is recognized provided that the amount can be measured
reliably and it is probable that the associated economic benefits will flow to the Group.

20.7 Other income

Property rental income

The property rental income is recognized when the amount can be measured reliably and it is
probable that the associated economic benefits will flow to the Group, and is recognized on
accrued basis.

Property management fee

The property management fee is recognized when the services are provided and it is probable
that the associated economic benefits will flow to the Group and relevant income and cost can
be measured reliably.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

21. Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

21.1 Current tax
The tax currently payable is based on taxable profit for the year. Taxable profit differs from
profit as reported in the consolidated income statement because it excludes items of income
or expense that are taxable or deductible in other years and it further excludes items that are
never taxable or deductible. The Group’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end of the reporting period.

21.2 Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets
and liabilities in the consolidated financial statements and the corresponding tax base used
in the computation of taxable profit. Deferred tax liabilities are generally recognized for all
taxable temporary differences. Deferred tax assets are generally recognized for all deductible
temporary differences to the extent that it is probable that taxable profits will be available
against which those deductible temporary differences can be utilized. Such deferred tax assets
and liabilities are not recognized if the temporary difference arises from goodwill or from the
initial recognition (other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences associated with
interests in subsidiaries and associates, except where the Group is able to control the reversal
of the temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future. Deferred tax assets arising from deductible temporary differences
associated with such investments and interests are only recognized to the extent that it is
probable that there will be sufficient taxable profits against which to utilize the benefits of the
temporary differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of the reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available
to allow all or part of the asset to be recovered.

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

the period in which the liability is settled or the asset realized, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end of the reporting period.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

21. Taxation (continued)

21.2 Deferred tax (continued)
The measurement of deferred tax liabilities and assets reflects the tax consequences that
would follow from the manner in which the Group expects, at the end of the reporting period,
to recover or settle the carrying amount of its assets or liabilities.

Current and deferred tax are recognized in profit or loss, except when they relate to items that
are recognized in other comprehensive income or directly in equity, in which case, the current
and deferred tax are also recognized in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises from the initial accounting for a business
combination, the tax effect is included in the accounting for the business combination.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by
the same taxation authority and the Group intends to settle its current tax assets and liabilities
on a net basis.

22. Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

22.1 The Group as lessor
Amounts due from lessees under finance leases are recorded as receivables at the amount
of the Group’s net investment in the leases. Finance lease income is allocated to accounting
periods so as to reflect a constant periodic rate of return on the Group’s net investment
outstanding in respect of the leases.

Rental income from operating leases is recognized in profit or loss on a straight-line basis
over the term of the relevant lease. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset and recognized as an
expense on a straight-line basis over the lease term.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

22. Leasing (continued)

22.2 The Group as lessee
Operating lease payments are recognized as an expense on a straight-line basis over the lease
term. Contingent rentals arising under operating leases are recognized as an expense in the
period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives
are recognized as a liability. The aggregate benefit of incentives is recognized as a reduction of
rental expense on a straight-line basis.

22.3 Leasehold land and building

When a lease includes both land and building elements, the Group assesses the classification
of each element as a finance or an operating lease separately based on the assessment as to
whether substantially all the risks and rewards incidental to ownership of each element have
been transferred to the Group unless it is clear that both elements are operating leases in
which case the entire lease is classified as an operating lease. Specifically, the minimum lease
payments (including any lump-sum upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values of the leasehold interests in the land
element and building element of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be made reliably, leasehold interests in
land (i.e. land use rights) are accounted for as operating leases and amortized over the lease
term on a straight-line basis. When the lease payments cannot be allocated reliably between
the land and building elements, the entire lease is generally classified as a finance lease and
accounted for as property and equipment, unless it is clear that both elements are operating
leases, in which case the entire lease is classified as an operating lease.

23. Fiduciary activities

The Group’s fiduciary activities mainly include trust and asset custody services.

The trust service of the Group refer to the business that the Group acts as trustee to undertake
investment activity within the agreed period and scope on behalf of the third-party lenders who
provide the fund.

The Group is responsible for the arrangement and collection of the entrusted loans and receives a
commission for the services rendered. As the Group does not assume the risks and rewards of the
entrusted loans and the funding for the corresponding entrusted funds, they are not recognized as
assets and liabilities of the Group.
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l1l. SIGNIFICANT ACCOUNTING POLICIES (continued)

24.

25.

Employee benefits

In the reporting period in which an employee has rendered services, the Group recognises the
employee benefits payable for those services as a liability.

Social welfare

Social welfare expenditure refers to payments for employees’ social welfare system established
by the PRC government, including social insurance, housing funds and other social welfare
contributions. The Group contributes on a monthly basis to these funds based on certain
percentage of the salaries of the employees and the contributions are recognized in profit or loss for
the period in which they are incurred. The Group’s liabilities in respect of these funds are limited to
the contribution payable in the reporting period.

Defined Contribution Plan

The employees of the Company participate in Defined contribution plan set up by the Company
(the “Defined Contribution Plan”). The Company made annuity contributions with reference to
employees’ salaries of last year, and the contributions are expensed in profit or loss when incurred.
The Company has no further obligation if the Defined contribution plan does not have sufficient
assets for payment of supplementary retirement benefits to employees.

Government grants

Government grants are not recognized until there is reasonable assurance that the Group will
comply with the conditions attaching to them and that the grants will be received.

Government grants are recognized in profit or loss on a systematic basis over the periods in
which the Group recognizes as expenses the related costs for which the grants are intended to
compensate. Specifically, government grants whose primary condition is that the Group should
purchase, construct or otherwise acquire non-current assets are recognized as deferred income in
the consolidated statement of financial position and transferred to profit or loss on a systematic and
rational basis over the useful lives of the related assets.

Government grants that are receivable as compensation for expenses or losses already incurred or

for the purpose of giving immediate financial support to the Group with no future related costs are
recognized in profit or loss in the period in which they become receivable.
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IV. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION

The following are the critical judgments and key estimation uncertainties that the management has made
in the process of applying the Group’s accounting policies and that have the most significant effect on the
amounts recognized in the consolidated financial statements and/or in the next financial year.

1. Classification of financial assets

The Group’s management needs to make critical judgment in classifying financial assets based on
the purpose and nature on the initial recognition date. Due to the differences of the subsequent
measurement of financial assets, the classification will affect the financial position and operating
results. If the Group sold more than an insignificant amount of held-to-maturity investments before
maturity, it is required to reclassify the entire portfolio of held-to-maturity investments as available-
for-sale financial assets.

2. Fair value of financial instruments

The Group uses valuation technique for financial instruments which are not quoted in an active
market. Valuation techniques include the use of discounted cash flows analysis, option pricing
models or other valuation methods as appropriate. To the extent that is practical, models use only
observable data. However, areas such as credit risk of the Group and the counterparty, volatilities
and correlations require management to make estimates. Changes in assumptions about these
factors could affect the estimated fair value of financial instruments.

3. Impairment of available-for-sale equity financial instruments

The determination of whether an available-for-sale equity financial instrument is impaired requires
significant judgment. In making this judgment, the Group evaluates the duration and extent to
which the fair value of an investment is less than its cost; and the financial health of and near-term
business outlook for the investee, including factors such as industry and sector performance, credit
ratings, delinquency rates and counterparty risk.

4. Impairment of held-to-maturity investments

The determination of whether a held-to-maturity financial asset is impaired requires significant
judgment. Objective evidence that a financial asset or group of assets is impaired includes a breach
of contract, such as a default or delinquency in interest or principal payments or the disappearance
of an active market for that financial asset because of significant financial difficulty of the issuer, etc.
In making such judgment, the impact of objective evidence for impairment on expected future cash
flows of the investment is taken into account.
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IV. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION (continued)

5.

Impairment of loans and advances to customers and financial assets classified as
receivables

The Group reviews its loans and advances to customers and financial assets classified as
receivables to assess impairment on a periodic basis. In determining whether there are objective
evidence of impairment, the Group makes judgments as to whether the estimated future cash flows
from loans and advances to customers and financial assets classified as receivables would likely be
lower than those stated on the repayment schedule as stipulated in the loan agreements. The Group
first makes the assessment on an individual basis to determine allowance for impairment losses.
When the decrease may not have been identified individually or the individual loans and advances to
customers or financial assets classified as receivables is not significant, management uses estimates
based on historical loss experience and industrial experience data on a collective basis to assess
the impairment loss while 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.

Measurement method of insurance contract reserve

At the end of each reporting period, the Group needs to make reasonable estimations on the future
cash layout for carrying out insurance contract obligations, such estimations are based on current
available information obtainable at the end of each reporting period, and determined by taking
into account all different circumstances and relevant probability calculation. The Group makes
estimations on the assumptions in measurement of the insurance contract reserves, which are
determined based on the current information available at the end of each reporting period.

Taxes

There are certain transactions and activities for which the ultimate tax determination is subject to the
final approval of annual tax return the Group filed with relevant tax authorities. Where the final tax
outcome of these matters is different from the amounts that were initially estimated, such differences
will impact the current income tax and deferred income tax in the period during which such a
determination is made.
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IV. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION (continued)

8. Control on structured entities

The Group’s management needs to assess whether the Group has the power on and is exposed to
significant variable return of a structured entity. If such power and exposure exist, the Group has to
consolidate such structured entity. The judgments the Group used in determining whether or not it
has control over the structured entities are detailed in note V.38.

The Group reassess whether it controls a structured entity if facts and circumstances indicate that
there are changes to one or more of the three elements of control as listed in note III.3.

V. EXPLANATORY NOTES

1. Income from distressed assets classified as receivables

The amounts represent interest income arising from distressed debt assets classified as receivables,
which include loans acquired from financial institutions and accounts receivable acquired from non-
financial institutions (see note V.29).

2. Fair value changes on distressed debt assets

The amounts represent fair value changes on distressed debt assets designated by the Group as at
fair value through profit or loss during the year (see note V.26).

The fair value changes comprise both realized gains or losses from disposal of distressed debt

assets designated as at fair value through profit or loss and unrealized fair value changes on such
assets. Any interest income arising from such assets are included in fair value changes.
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V. EXPLANATORY NOTES (continued)

3.

4.

5.

For the year ended December 31, 2014
(Amounts in thousands of RMB, unless otherwise stated)

Fair value changes on other financial instruments

Year ended December 31,

2013

Held-for-trading financial assets 1,776,025 467,707
Financial assets designated as

at fair value through profit or loss 413,491 106,577
Financial liabilities designated as

at fair value through profit or loss (8,983) (85,280)
Total 2,180,533 539,004

Investment income

Year ended December 31,

2013

Net realized gain from disposal of

— available-for-sale financial assets 4,822,711 3,850,322
Interest income from investment securities

— available-for-sale financial assets 865,693 596,506

— debt instruments classified as receivables 2,011,801 426,132

— held-to-maturity financial assets 348,780 354,603
Dividend income from

— available-for-sale financial assets 1,067,484 1,816,283
Total 9,116,469 7,043,846

Net insurance premiums earned

Year ended December 31,

2013

Gross written premiums 11,096,037 7,148,270
Less: Premiums ceded to reinsurers (3,488,405) (1,311,584)

Change of unearned premium reserves (164,647) (64,818)
Total 7,442,985 5,771,868
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V. EXPLANATORY NOTES (continued)

5. Net insurance premiums earned (continued)

Details of the Group’s gross written premiums analyzed by types of insurance are set out below:

Year ended December 31,

2013

Life insurance 7,579,569 4,107,239
Property and casualty insurance 3,516,468 3,041,031
Total 11,096,037 7,148,270

6. Interest income

The following interest income arises from financial assets other than investment securities and
distressed debt assets:

Year ended December 31,

2013

Loans and advances to customers 6,191,460 3,224,367
Bank balances 1,861,456 1,242,152
Accounts receivable 360,979 362,223
Placements with financial institutions 77,713 105,067
Financial assets held under resale agreements 236,798 28,921
Others 82,133 96,474
Total 8,810,539 5,059,204
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V. EXPLANATORY NOTES (continued)

7. Revenue from sales of inventories and purchases and changes in inventories

Year ended December 31,

2013

Revenue from sales of inventories 4,340,500 4,321,948
Purchases and changes in inventories (2,824,007) (2,720,323)
Including:

Revenue from sales of properties held for sales 4,194,009 4,132,782

Purchases and changes in properties held for sales (2,706,164) (2,589,136)
Gross profit from sales of properties 1,487,845 1,543,646
Revenue from other trading operations 146,491 189,166
Purchase and changes in inventories of

other trading operations (117,843) (131,187)
Gross profit from other trading operations 28,648 57,979

Commission and fee income

Year ended December 31,

2013

Securities and futures brokerage 1,207,123 1,013,811
Trustee services 553,063 754,660
Consultancy and financial advisory 559,641 361,575
Fund and asset management business 277,714 213,660
Securities underwriting 323,675 115,920
Agency business 66,458 42,224
Others 20,507 18,258
Total 3,008,181 2,520,108
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V. EXPLANATORY NOTES (continued)

9. Net gains on disposal of subsidiaries and associates

Year ended December 31,

2013

Net gains on disposal of subsidiaries 642,948 199,149
Net gains on disposal of associates - 1,368
Total 642,948 200,517

10. Other income and other net gains or losses

Year ended December 31,

2013

Net gains on disposal of investment properties 291,053 679,134
Net gains on disposal of other assets 231,001 363,890
Net gains/(losses) on exchange differences 244,148 (55,671)
Rental income 289,607 454,887
Revenue from hotel operation 482,266 386,789
Revenue from property management business 234,290 186,235
Government grant and compensation 30,706 36,370
Others 253,772 143,272
Total 2,056,843 2,194,906

11. Interest expense

Year ended December 31,

2013

Borrowings from central bank

— wholly repayable within five years (32,500) (115,669)
Accounts payable to brokerage clients (26,609) (20,435)
Financial assets sold under repurchase agreements (305,666) (396,335)
Borrowings

— wholly repayable within five years (13,430,214) (6,004,377)

— not wholly repayable within five years (25,827) (43,980)
Amount due to the MOF (375,831) (591,534)
Bonds issued (1,488,971) (585,340)
Placements from banks and a financial institution (275,503) (46,086)
Total (15,961,121) (7,8083,756)
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V. EXPLANATORY NOTES (continued)

12. Insurance costs

Year ended December 31,

2013

Reserves for insurance contracts (4,115,798) (3,024,986)
Interest credited and policyholder dividends (481,555) (388,294)
Refund of reinsurance premiums 3,374,357 1,210,831

Other insurance expenses (5,642,314) (2,816,333)
Total (6,865,310) (5,018,782)

13. Employee benefits

Year ended December 31,

2013

Wages or salaries, bonuses, allowances and subsidies (3,615,122) (3,016,764)
Social insurance (437,818) (344,913)
Defined Contribution Plan (63,499) (29,961)
Housing funds (168,550) (159,017)
Labor union and staff education expenses (124,341) (96,788)
Others (191,227) (150,001)
Total (4,600,557) (8,797,444)

14. Commission and fee expense

Year ended December 31,

2013

Insurance sales (807,746) (682,603)
Securities brokerage (150,462) (88,301)
Others (76,110) (98,539)
Total (1,034,318) (869,443)
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V. EXPLANATORY NOTES (continued)

15. Impairment losses on assets

Year ended December 31,

2013

(Allowances)/reversal of impairment losses on assets

— Distressed debt assets classified as receivables (2,744,368) (1,501,093)
— Available-for-sale financial assets (1,512,263) (4,006,986)
— Loans and advances to customers (856,469) (503,311)
— Properties held for sale (82,891) —
— Interests in associates (60,413) —
— Debt securities classified as receivables (60,353) 2,253
— Property and equipment (17,261) —
— Accounts receivable (5,744) (7,220)
— Other assets (98,305) (136,924)
Total (5,438,067) (6,153,281)

16. Profit before tax

Year ended December 31,

2013

Profit before tax for the year has been arrived
at after charging:

Auditor’s remuneration (23,820) (19,820)
Operating lease expenses (288,262) (245,253)
Depreciation of property and equipment (255,588) (244,646)
Depreciation of investment properties (88,222) (106,913)
Amortization of intangible assets (112,550) (92,230)
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V. EXPLANATORY NOTES (continued)

17. Income tax expense

Year ended December 31,

2013

Current income tax:

— PRC Enterprise Income Tax (4,272,709) (3,967,973)

— PRC Land Appreciation Tax (“LAT”) (175,054) (230,350)

— Hong Kong Profits Tax (6,764) (4,354)
(Under)/Over-provision in prior years:

— PRC Enterprise Income Tax (13,878) 139,888
Subtotal (4,468,405) (4,062,789)

Deferred income tax
— Current year (Note V.42) 304,455 1,391,718

Total (4,163,950)  (2,671,071)

The statutory income tax rate applicable to PRC enterprise is 25% for the year (2013: 25%). A
subsidiary of the Company set up in the Western Region (as defined in note V.67.1) of the PRC is
taxed at 15% subject to an annual special approval by the tax bureau.

Hong Kong Profits Tax is calculated at 16.5% (2013: 16.5%) of the estimated assessable profit for
the year.
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V. EXPLANATORY NOTES (continued)

17. Income tax expense (continued)

Reconciliation of profit before tax to income tax expense is as follows:

Year ended December 31,

2013

Profit before tax 16,306,699 11,772,043
Income tax calculated at the tax rate of 25% (4,076,675) (2,943,011)
Tax effect of expenses not deductible for tax purpose!” (225,227) (206,601)
Tax effect of income not taxable for tax purpose® 284,046 573,047
Tax effect of share of results of associates 115,042 125,065
Effect of tax losses not recognized (213,943) (284,082)
Effect of utilization of tax losses not previously recognized 63,536 61,961
LAT (175,054) (230,350)
Tax effect of LAT 43,764 57,588
(Under)/Over-provision in prior years (13,878) 139,888
Effect of different tax rates of subsidiaries 34,439 35,424
Income tax expense (4,163,950) (2,671,071)
(1) Expenses not deductible for tax purpose mainly include employee benefits and entertainment expenses in excess of the tax

deduction limits according to the PRC tax regulations.

2) Income not taxable for tax purpose mainly include interest income on treasury bonds and dividend income.
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V. EXPLANATORY NOTES (continued)

18. Earnings per share

The calculation of basic and diluted earnings per share is as follows:

Year ended December 31,

2013

Earnings:
Profit attributable to equity holders of the Company 11,896,243 9,027,278
Number of shares:
Weighted average number of shares in issue
for the purpose of basic earnings per share (in thousand) 36,243,575 30,416,895
Effect of dilutive potential ordinary shares
— Over-allotment option (in thousand) 3,611 41,531
Weighted average number of shares in issue
for the purpose of diluted earnings per share (in thousand) 36,247,186 30,458,426
Basic earnings per share (RMB Yuan) 0.33 0.30
Diluted earnings per share (RMB Yuan) 0.33 0.30
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V. EXPLANATORY NOTES (continued)

19. Dividends
Year ended December 31,
2013
Special dividend™ - 1,202,804
Final dividend for 2012®@ - 1,613,059

- 2,815,863

(1) Distribution of Special Dividend

At the second extraordinary general meeting for 2013 held on August 5, 2013, the shareholders approved the proposal on
dividend distribution before its proposed initial public offering in which a cash dividend in respect of the period from the date
immediately after the reporting periods of the financial information included in the prospectus of the initial public offering to the
last day of the month immediately prior to the completion of its initial public offering (the “Special Dividend Period”) (the “Special
Dividend”) in an amount equal to the audited net profit of the Company for the Special Dividend Period, after the required
appropriations to the statutory reserve and the general reserve (“Distributable Profits”). The Company’s Distributable Profits are
determined in accordance with People’s Republic of China Generally Accepted Accounting Principles (PRC GAAP) and IFRSs,

whichever is lower. Based on the audited Distributable Profits, a cash dividend of RMB1,202.80 million in total was determined.
The above Special Dividend had been recognized as distribution during the year ended December 31, 2013.

2) Distribution of final dividend for 2012
A cash dividend of RMB1,613.06 million in total for the year of 2012 was approved, after the required appropriations for the
statutory surplus reserve and the general reserve on the net profit of the Company for the year of 2012 as determined under the

PRC GAAP, at the annual general meeting held on June 28, 2013.

The above dividend had been recognized as distribution during the year ended December 31, 2013.
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V. EXPLANATORY NOTES (continued)

20. Emoluments of directors and supervisors
Year ended December 31, 2014
Employer’s
contribution

Paid to pension Other benefits Total
Remuneration scheme in kind (before tax)

Executive directors
HOU Jianhang - 873 75 285 1,233
ZANG Jingfan( - 803 7 281 1,155
XU Zhichao - 782 69 273 1,124

Non-executive directors
WANG Shurong® - - - - -
YIN Bogin® - - - - -
XIAO Yuping®@ - - - - -
LI Honghui@® - - - - -
SONG Lizhong®@® - - - - -
YUAN Hong? - - - - -
LU Shengliang? - - - - -

Independent non-executive

directors
LI Xikui 250 - - - 250
QIU Dong 250 - - - 250
CHANG Tso Tung Stephen 250 - - - 250
XU Dingbo 250 - - - 250
Supervisors
CHEN Weizhong - 795 70 278 1,143
DONG Juan® 80 - - - 80
LIU Xianghui®! - - - - -
LIN Jian® 10 - - - 10
WEI Jianhui® 20 - - - 20
GONG Honghbin® 10 - - - 10
Total 1,120 3,253 285 1,117 5,775
(1) Zang Jingfan is also the President and his emoluments disclosed above include those for services rendered by him as the Chief

Executive during the year.

2) These non-executive directors did not receive any fees from the Company.

(©)] Li Honghui and Song Lizhong were appointed as non-executive director in August 2014.

(4) Dong Juan did not receive any fee after June 2014.

5) Liu Xianghui ceased to be external supervisor in June 2014 and did not receive any fee from the Company during the year.
6) Gong Hongbin was elected as employee representative supervisor in July 2014.

(7) The amounts only included fees for their services as employee representative supervisors.
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V. EXPLANATORY NOTES (continued)

20. Emoluments of directors and supervisors (continued)
Year ended December 31, 2013

Employer’s
contribution Other
Discretionary Bonus to pension benefits Total
Fees Basic Salary Paid Deferred scheme inkind  (before tax)
Executive directors
HOU Jianhang - 493 582 582 65 263 1,985
ZANG Jingfan® - 444 524 524 62 253 1,807
ZHUANG Enyue® - 431 498 498 31 121 1,679
XU Zhichao - 434 501 501 63 244 1,743
Non-executive directors
WANG Shurong® - - - - - - -
YIN Bogin® - - - - - - -
XIAQ Yuping® - - - - - - -
LI Yanping®© - - - - - - -
LIU Xianghui®® - - - - - - -
LU Shengliang® - - - - - - -
YUAN Hong®® - - - - - - -
Independent non-executive
directors
LI Xikui 250 - - - - - 250
QIU Dong 250 - - - - - 250
YUEN Tin Fan Francis"? 140 - - - - - 140
CHANG Tso Tung Stephen® 63 - - - - - 63
XU Dingbo® 63 - - - - - 63
Supervisors
CHEN Weizhong - 439 518 518 63 249 1,787
DONG Juan 200 - - - - - 200
ZHANG Guoying® 10 - - - - - 10
WU Degjiao® 10 - - - - - 10
WANG Ting” 10 - - - - - 10
LIU Xianghui®" - - - - - - -
LIN Jian® 10 - - - - - 10
WEI Jianhui® 10 - - - - - 10
Total 1,016 2,241 2,623 2,623 284 1,130 9,917
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V. EXPLANATORY NOTES (continued)

20. Emoluments of directors and supervisors (continued)

(1) Zang Jingfan is also the President and his emoluments disclosed above include those for services rendered by him as the Chief

Executive during the year.

) These non-executive directors did not receive any fees from the Company during the year.

) Liu Xianghui ceased to be non-executive director in June 2013 and was appointed as external supervisor in June 2013.

4) Yuan Hong was appointed as non-executive director in July 2013.

5) Chang Tso Tung Stephen and Xu Dingbo were appointed as independent non-executive directors in September 2013. The

amounts only included fees for their services as independent non-executive directors.

(6) Zhang Guoying and Wu Degiao ceased to be employee representative supervisors in June 2013. The amounts only included fees
for their services as employee representative supervisors.

(7) Wang Ting ceased to be shareholder representative supervisor in June 2013. The amounts only included fee for her services as
shareholder representative supervisor.

8) Lin Jian and Wei Jianhui were elected as employee representative supervisors in June 2013. The amounts only included fees for
their services as employee representative supervisors.

(©)] Zhuang Enyue ceased to be executive director in June 2013. The amount only included emolument for his services as executive
director.

(10)  Li Yanping ceased to be non-executive director in June 2013.

(11) ~ Yuen Tin Fan Francis ceased to be independent non-executive director in June 2013. The amount only included fee for his
services as independent non-executive director.

(12)  Liu Xianghui did not receive any fee as external supervisor from the Company during the year.

The total compensation packages for the above executive directors, supervisors and President
for the year ended December 31, 2014 have not yet been finalized in accordance with regulations
of the relevant authorities in the PRC. The final compensation will be disclosed in a separate
announcement when determined.

During the year, no emolument was paid by the Group to any of the directors, supervisors, key
management personnel or the five highest paid individuals as set out in note V.21 below as an
inducement to join or upon joining the Group or as a compensation for loss of office. None of them
waived any emoluments during the year. Bonus was determined based on the performance of
individuals by the Group on a discretionary basis.
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V. EXPLANATORY NOTES (continued)

21. Key management personnel and five highest paid individuals

(1) Key management personnel
Group
Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the Group, directly or indirectly, including directors
and executive officers. The aggregate compensation paid/payable to senior management
(excluding the directors, supervisors and Chief Executive whose details have been reflected in
note V.20) for employment services is as follows:

Year ended December 31,

2013

Emoluments of key management personnel

Basic Salary 4,136 4,086
Discretionary bonus

— Paid 4,327 4,688

— Deferred - 4,689

Employer’s contribution to pension scheme 659 616

Other benefits in kind 2,678 2,588

Total (before tax) 11,800 16,667

The total compensation packages for the above key management personnel for the year ended
December 31, 2014 have not yet been finalized in accordance with regulations of the relevant
authorities in the PRC. The final compensation will be disclosed in a separate announcement
when determined.

The number of key management personnel whose emoluments within the following bands is as

follows:
Year ended December 31,
2013
RMB100,001 to RMB500,000 1
RMB1,000,001 to RMB1,500,000 9 2
RMB1,500,001 to RMB2,000,000 1 8

1 11
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V. EXPLANATORY NOTES (continued)

21. Key management personnel and five highest paid individuals (continued)
(2) Five highest paid individuals
The emoluments of the five individuals whose emoluments were the highest in the Group for
the year ended December 31, 2014 were as follows:

Year ended December 31,

2013

Remuneration 33,769 14,741
Employer’s contribution to pension scheme 155 183
Other benefits in kind 666 588
Total 34,590 15,512

Among the five individuals with the highest emoluments in the Group, none of them was
director. The number of these five individuals whose emoluments within the following bands is

as follows:
Year ended December 31,
2013
RMB2,000,001 to RMB4,500,000 - 4
RMB4,500,001 to RMB7,000,000 2
RMB7,000,001 to RMB9,500,000 3 —
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V. EXPLANATORY NOTES (continued)

22. Cash and bank balances

Group
As at December 31,
2013
Cash 3,319 3,358
Bank balances
— House accounts 37,482,898 52,588,913
— Cash held on behalf of clients 6,405,032 4,466,836
Total 43,891,249 57,059,107
Including:
Restricted bank balances 12,497,491 9,936,264
— including pledged bank deposits 2,157,830 732,000
Company
As at December 31,
2013
Cash 745 689
Bank balances
— House accounts 11,520,985 30,659,935
Total 11,521,730 30,660,624

Pledged bank deposits represent deposits that have been pledged to secure short-term bank
borrowings.
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V. EXPLANATORY NOTES (continued)

23. Clearing settlement funds
Group

As at December 31,

Clearing settlement funds held with clearing houses for:

— House accounts 312,049 149,816

— Clients 4,659,664 1,387,613
held with commodity and futures exchanges for:

— Clients 173,450 170,430
Total 5,145,163 1,707,859
Including:

Restricted clearing settlement funds 4,833,114 1,558,043

As at December 31, 2014 and 2013, the Group’s clearing settlement funds were interest bearing at
prevailing market interest rates and mainly deposited in the China Securities Depository and Clearing
Corporation Limited.

The Company had no balance in clearing settlement funds at the end of 2014 and 2013.
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V. EXPLANATORY NOTES (continued)

24. Deposits with exchanges and a financial institution

Group
As at December 31,
| 201+ IEEPIIY
Shanghai Stock Exchange 31,491 18,795
Shenzhen Stock Exchange 20,332 14,673
Hong Kong Stock Exchange 2,383 4,004
China Securities Finance Corporation Limited 282,474 123,961
Shanghai Futures Exchange 126,487 124,293
China Financial Futures Exchange 179,958 242,107
Hong Kong Futures Exchange 1,339 1,463
Dalian Commodity Exchange 210,520 251,984
Zhengzhou Commaodity Exchange 62,298 49,793
Other 958 =
Total 918,240 831,073

The Company had no deposits with exchanges and a financial institution at the end of 2014 and
2013.

25. Placements with financial institutions

Group
As at December 31,
2013
Placements with the domestic financial institutions 3,000,000 290,000
Total 3,000,000 290,000
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V. EXPLANATORY NOTES (continued)

25. Placements with financial institutions (continued)

Company
As at December 31,
2013
Placements with the domestic financial institutions 2,000,000 640,000
Total 2,000,000 640,000

The placements with financial institutions as at December 31, 2014 and 2013 were repayable within
three months after the end of the reporting period.

26. Financial assets at fair value through profit or loss
Group

As at December 31,

Held-for-trading financial assets
Debt securities

— Government bonds 38,691 —
— Public sector and quasi-government bonds 932,062 1,646,201
— Corporate bonds 6,093,985 2,450,365

7,064,738 4,096,566

Equity instruments listed or traded on exchanges 2,409,893 735,989
Mutual funds 1,505,083 1,097,289
Derivatives 17,355 18,083
Subtotal 10,997,069 5,947,927
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V. EXPLANATORY NOTES (continued)

26. Financial assets at fair value through profit or loss (continued)

Group (continued)

Financial assets designated as at fair value

through profit or loss

As at December 31,

Distressed debt assets 42,302,037 16,391,690

Financial institution convertible bonds 698,301 947,024

Corporate convertible bonds 46,322 106,677

Wealth management products 2,521,569 1,218,363

Unlisted equity instruments 655,223 566,817
Subtotal 46,223,452 19,230,571
Total 57,220,521 25,178,498
Analyzed as:

Listed in Hong Kong 911,101 262,817

Listed outside Hong Kong" 10,004,321 6,297,453

Unlisted 46,305,099 18,618,228
Total 57,220,521 25,178,498
Including:
Debt securities analyzed as:

Listed in Hong Kong 64,896 28,226

Listed outside Hong Kong" 6,999,842 4,068,340
Total 7,064,738 4,096,566
Held-for-trading equity instruments analyzed as:

Listed in Hong Kong 846,205 234,591

Listed outside Hong Kong 1,563,688 501,398
Total 2,409,893 735,989

(1) Debt securities listed outside Hong Kong included those traded in interbank market and stock exchange in China.
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V. EXPLANATORY NOTES (continued)

26. Financial assets at fair value through profit or loss (continued)

Company
As at December 31,

Financial assets designated as at fair value
through profit or loss

Distressed debt assets 42,169,392 16,784,112
Investment fund™ 667,875 635,281
Total 42,837,267 17,419,393
Analyzed as:
Unlisted 42,837,267 17,419,393
(1) This represents investment fund issued by a subsidiary of the Company.

27. Financial assets held under resale agreements

Group
As at December 31,

2013

By collateral type:

Bonds 10,587,290 568,683
Equity instruments 868,869 484,844
Funds 1,260 —
Subtotal 11,457,419 1,053,527
Less: Allowance for impairment losses 3,205 —
Total 11,454,214 1,053,527
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V. EXPLANATORY NOTES (continued)

27. Financial assets held under resale agreements (continued)

Company
As at December 31,

By collateral type:
Bonds 8,795,500 —
Less: Allowance for impairment losses - —

Total 8,795,500 =

According to the resale agreements, the Group can resell or repledge certain financial assets that
it received as collateral in the absence of default by their owners. As at December 31, 2014, the
Group and the Company had received securities with a fair value of approximately RMB13,043.77
million and RMB8,870.54 million respectively (December 31, 2013: RMB1,848.51 million and
nil) that the Group or the Company can resell or repledge. The Group and the Company did not
repledge any of such securities at the end of 2014 and 2013. The Group and the Company has an
obligation to return the securities to its counterparties on the maturity date of the resale agreements.
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V. EXPLANATORY NOTES (continued)

28. Available-for-sale financial assets

Group
As at December 31,
2013

Debt securities

— Government bonds 76,889 73,081

— Public sector and quasi-government bonds 3,956,771 4,479,842

— Financial institution bonds 1,639,576 1,647,823

— Corporate bonds 5,111,992 4,537,896
Subtotal 10,785,228 10,738,642
Equity instruments 45,492,029 44,767,005
Debt instruments® 13,002,708 8,502,079
Funds 8,646,276 4,541,891
Trust products and rights to trust assets 2,870,706 1,913,179
Asset management plans 2,608,289 902,151
Wealth management products 1,238,116 1,273,424
Asset backed securities 605,156 —
Others 546,046 108,784
Total 85,794,554 72,747,155
Analyzed as:

Listed in Hong Kong 630,613 187,538

Listed outside Hong Kong® 21,252,986 18,960,655

Unlisted 63,910,955 53,598,962
Total 85,794,554 72,747,155
Including:
Debt securities analyzed as:

Listed in Hong Kong 461,657 —

Listed outside Hong Kong®? 10,323,571 10,738,642
Subtotal 10,785,228 10,738,642
Equity instruments analyzed as:

Listed in Hong Kong 168,955 187,538

Listed outside Hong Kong 8,414,339 7,195,236

Unlisted 36,908,735 37,384,231
Subtotal 45,492,029 44,767,005
Including:

Equity instruments pledged for borrowings 480,232 182,469
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V. EXPLANATORY NOTES (continued)

28. Available-for-sale financial assets (continued)

Company

As at December 31,

Equity instruments 40,194,825 41,035,352
Debt instruments” 13,002,708 8,502,079
Funds 3,447,658 1,413,347
Asset management plans 740,697 —
Asset backed securities 571,156 —
Others 39,546 99,564
Total 57,996,590 51,050,342
Analyzed as:

Listed outside Hong Kong® 6,431,019 5,524,665

Unlisted 51,565,571 45,525,677
Total 57,996,590 51,050,342
Including:
Equity instruments analyzed as:

Listed outside Hong Kong 6,431,019 5,524,665

Unlisted 33,763,806 35,510,687
Subtotal 40,194,825 41,035,352

The Company had no available-for-sale financial assets pledged as securities for borrowings at the

end of each reporting period.

(1) Debt instruments refer to asset portfolios with inter-bank assets as underlying assets.

) Debt securities listed outside Hong Kong included those traded in interbank market and stock exchanges in China.

Included in the balances are amounts of unlisted equity instruments, funds and other financial
assets of RMB40,207.97 million and RMB37,365.00 million in total of the Group and RMB36,022.19
million and RMB36,654.03 million in total of the Company as at December 31, 2014 and 2013,
respectively, that were measured at cost because their fair values cannot be reliably measured.
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V. EXPLANATORY NOTES (continued)

29. Financial assets classified as receivables

Group
As at December 31,

Distressed debt assets

— Loans acquired from financial institutions 43,586,501 36,512,891
— Accounts receivable acquired
from non-financial institutions 123,877,825 64,400,286
167,464,326 100,913,177
Less: Allowance for impairment losses
— Individually assessed 506,533 194,228
— Collectively assessed 4,848,865 2,748,380
5,355,398 2,942,608
Subtotal 162,108,928 97,970,569
Debt securities
— Trust products 3,687,934 2,329,000
— Certificate treasury bonds 117,700 142,700
— Asset management plans 1,806,000 230,000
5,611,634 2,701,700
Less: Allowance for impairment losses
— Individually assessed 66,024 5,671
Subtotal 5,545,610 2,696,029
Structured debt arrangements!” 13,258,551 15,996,099
Total 180,913,089 116,662,697
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V. EXPLANATORY NOTES (continued)

29. Financial assets classified as receivables (continued)
Company
As at December 31,

Distressed debt assets

— Loans acquired from financial institutions 43,874,150 36,512,891
— Accounts receivable acquired
from non-financial institutions 126,192,393 64,400,286

170,066,543 100,913,177

Less: Allowance for impairment losses
— Individually assessed 506,533 194,228
— Collectively assessed 4,925,462 2,748,380

5,431,995 2,942,608

Subtotal 164,634,548 97,970,569

Structured debt arrangements!” 13,258,551 15,996,099

Total 177,893,099 113,966,668
(1) Structured debt arrangements were entered into by the Company with banks through structured fund arrangements, and

these arrangements are non-derivative financial assets with fixed return which have no active market. Such arrangements were

managed as loans and receivables and accounted for as financial assets classified as receivables.
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V. EXPLANATORY NOTES (continued)

29. Financial assets classified as receivables (continued)

Movements of allowance for impairment losses during the years are:

Group

Individually

assessed
allowance

2014
Collectively
assessed
allowance

As at January 1 199,899 2,748,380 2,948,279
Impairment losses recognized 723,066 2,100,485 2,823,551
Impairment losses reversed (18,830) - (18,830)
Impairment losses written-off (269,491) - (269,491)
Unwinding of discount on allowance (62,087) - (62,087)
As at December 31 572,557 4,848,865 5,421,422
2013
Individually Collectively
assessed assessed
allowance allowance Total
As at January 1 197,861 1,302,331 1,500,192
Impairment losses