Preferred Stocks on Feedback to Industrial Bank’s Applicant Files of
Private Offering
China Securities Regulatory Commission:
According to the requirements of Notice of Feedback on Administrative Licensing Projects of China Securities Regulatory Commission No.163268 (hereinafter referred to as “Feedback”) issued on Friday, October 26, 2018, the issuer, Industrial Bank Co., Ltd. (hereinafter referred to as “the bank”, “the Company”, “the issuer” or “Industrial Bank”) and the sponsor institution, Huatai United Securities Co., Ltd. (hereinafter referred to as “the sponsor institution”) and other relevant intermediaries, conduct verifications one by one on the problems involved in the feedback, and make replies one by one about the feedback.
Short forms in this reply share the same meaning with short forms in the prospectus.
Ⅰ. Key problems
Question 1: Applicants are asked to combine the company's capital adequacy ratio to explain the basis for the calculation of the amount of funds required for the company to supplement other Tier 1 capital. The sponsor institution should express opinion on verification.
Reply:
I. The Bank's capital adequacy ratio and management objectives
(I) The Bank's capital adequacy ratio
As of December 31, 2015, December 31, 2016, December 31, 2017 and June 30, 2018, the Bank's capital adequacy ratio was 11.19%, 12.02%, 12.19% and 11.86%, respectively. The capital adequacy ratios were 9.19%, 9.23%, 9.67%, and 9.50%, respectively, and the core Tier 1 capital adequacy ratios were 8.43%, 8.55%, 9.07%, and 8.94%, respectively. According to the Capital Management Measures (Trial), the capital composition and capital adequacy ratio of the Bank are as follows (consolidated statement):
Unit: RMB 1 million
	main indicators
	2018
June 30
	2017
December 31
	2016
December 31
	2015
December 31

	Net capital
	545,547
	526,117
	456,958
	383,504

	Association： Tier 1 core capital
	412,047
	392,199
	325,945
	289,769

	Other Tier 1 capital
	25,948
	25,935
	25,919
	25,909

	Tier 2 capital
	108,320
	109,057
	106,469
	69,420

	Deduction
	768
	1,074
	1,376
	1,594

	Total weighted risk assets
	4,601,357
	4,317,263
	3,802,734
	3,427,649

	Adequacy ratio of capital (%)
	11.86
	12.19
	12.02
	11.19

	Adequacy ratio of Tier 1 capital (%)
	9.50
	9.67
	9.23
	9.19

	Adequacy ratio of Tier 1 core capital (%)
	8.94
	9.07
	8.55
	8.43


(II) By the bank upon Adequacy ratio of capital goal
For the purpose of satisfying increasingly high requirements on capital supervision, strengthening and standardizing the Company’s capital management, maintaining adequate capital and high capital quality, and effectively supporting its businesses development, the Company stipulates Medium-term Capital Management Plan of Industrial Bank Co., Ltd. (2018-2020) by the bank upon based on relevant supervision regulations and its future development plan：
"According to the "Capital Management Measures (Trial)" and the status quo of operation and management, the minimum capital adequacy requirement of the company is not lower than the capital supervision requirements at that time. On this basis, the company should also hold a certain capital reserve as capital. Buffering to improve the company's ability to seize market opportunities and withstand risks. In combination with the above requirements, the company's capital adequacy ratio targets for the period 2018-2020 are as follows:
With no obvious fluctuation appearing in economic and financial developments, the Company's goals from 2018 to 2020 for capital adequacy ratio are: adequacy ratio of Tier 1 core capital is no lower than 8%; adequacy ratio of Tier 1 capital is no lower than 9%; total capital adequacy ratio is no lower than 11%; and efforts will be made to enable the capital adequacy ratio for the following several years to be higher than the average level of similar banks so as to maintain a good market image of the Company as a bank with adequate capital.
The plan has been reviewed and approved by the Bank's 8th meeting of the 9th Board of Directors held on April 24, 2018 and the 2017 Annual General Meeting of Shareholders held on May 25, 2018. The capital adequacy ratio target for the capital gap measurement is determined by reference to the plan. The main considerations for the Bank's target of capital adequacy ratio are as follows:
1. Macroeconomic and financial trends
The domestic economy has generally shown a steady and positive trend, economic vitality and potential have been continuously released, stability, coordination and sustainability have been enhanced, and stable and healthy development has been achieved; economic restructuring has been steadily advanced, and quality and efficiency have improved markedly; Open and orderly, the financial market remained stable. From a policy perspective, through the supply-side structural reforms, economic and financial fiscal reforms and other measures, we will continue to promote economic restructuring and improve supply quality. These will bring good opportunities and broad space for the future development of the company's various businesses. On the other hand, taking the international financial crisis as a reference, the government will take the initiative to prevent the emergence of systemic financial risks in a more important position, comprehensively strengthen financial supervision, especially the macro-prudential supervision of commercial banks, and the future commercial bank's asset-liability portfolio. The composition will face stronger constraints, and the expansion of total assets inside and outside the table will be subject to more stringent restrictions, and the requirements for capital adequacy and capital quality will continue to increase.
In this context, banking financial institutions need to actively adapt to the supply-side reform requirements, comply with the macroeconomic development situation and changes in industry development, accelerate the return to the financial industry, enhance the risk resilience, and maintain a high level of capital adequacy and capital quality. To further improve the ability and level of serving the real economy.
2. Domestic and international capital supervision environment
After the international financial crisis, in order to make up for the institutional loopholes in the international financial regulatory system, the Financial Stability Board and the Basel Committee officially released Basel III in late 2010. According to the spirit of capital supervision of Basel III, the China Banking Regulatory Commission has formulated and issued the “Capital Management Measures (Trial)”, which raises the standards for the capital supervision of commercial banks in China, and the calculation rules for the definition of risk assets and capital in banks. The aspect is more stringent, and in fact, the capital adequacy ratio has been further increased, and the capital replenishment pressure of commercial banks has been increased.
In 2014, the Basel Committee put forward further reform opinions on the capital supervision regulations, namely, based on the Basel III, proposed the credit risk standard method, the trading account market risk capital measurement, the operational risk capital measurement, and the information disclosure. More detailed and more operational regulatory guidelines to continuously improve the prudence and risk sensitivity of capital measurement. At the same time, the People's Bank of China has implemented a Macro Prudential Assessment System (MPA) since 2016. It puts forward higher requirements on self-discipline and self-discipline management toward banking financial institutions from seven aspects: capital and leverage, asset and liability, liquidity, pricing behavior, asset quality, cross-border financing risks, and implementation of credit policies, wherein macro-prudential capital adequacy ratio is one of the core indicators to determine the evaluation results.
Second, the capital gap measurement and main assumptions
(I) Estimation of other Tier 1 capital gaps in the next three years
Under the assumption that the core tier 1 capital adequacy ratio, tier 1 capital adequacy ratio and capital adequacy ratio will be no less than 8.00%, 9.00% and 11.00% respectively in the next three years, the Bank will calculate the other tier 1 capital gaps in the next three years. The results are as follows:
Unit: RMB 100 million
	Project (consolidated report caliber)
	2018
December 31
	2019
December 31
	2020
December 31

	Net capital
	4,583.70 
	4,887.45 
	5,265.26 

	Risk-weighted assets
	48,353.35 
	54,639.28 
	62,015.58 

	Adequacy ratio of Tier 1 capital (%)
	9.48%
	8.94%
	8.49%

	Tier 1 capital
	 -   
	30.08
	 316.14 

	Other Tier 1 capital
	 -   
	30.08
	 316.14 


Note: The above capital gap measurement and key assumptions do not constitute the issuer's profit forecast and performance commitment to future operations.
(II) Explanation of the main assumptions of the calculation of the capital gap
1. Main indicators of the Bank for 2015-2017
Unit
	Indicator (consolidated report caliber)
	2017
	2016
	2015

	Total asset
	5.44
	14.85
	20.25

	Risk-weighted asset growth
	13.53
	10.94
	17.74

	Net profit growth rate
	6.27
	7.26
	6.56

	The ratio of cash dividends to annual profit distribution
	23.61
	23.53
	23.15


2. The main assumptions for the calculation of capital gaps
The following key assumptions do not constitute the Bank's profit forecast and performance commitments for future operations:
(1) Total asset growth rate: According to the future macroeconomic and banking development situation, total assets will maintain steady growth in the next three years, with annual growth assumptions of 6.00%.
(2) Risk-weighted asset growth: Assume that the Bank's risk-weighted asset growth rate in the next three years is 12.00%, 13.00% and 13.50%, respectively. According to the Bank's business development plan, the Bank will further increase credit support for the real economy, and the loan growth rate is expected to be higher than the total asset growth rate. At the same time, the Bank optimized the asset structure according to the regulatory policy, actively reduced the scale of inter-bank assets with lower weight, and implemented debt-to-equity swaps according to regulatory requirements. The average risk weight of the Bank's assets will be improved, and the risk-weighted assets will increase. accelerate.
(3) Net profit growth rate: In the future, the Bank will further diversify its business income sources and maintain steady growth in net profit. With the deepening of domestic interest rate marketization reform, the bank's debt cost will rise, and the overall market spread will be reduced. In addition, considering the current complex situation of economic and financial de-leveraging and increasingly strict supervision, asset growth will slow down. It is expected that the growth rate of the Bank's net profit will be slightly lower than the previous period. Net profit is expected to increase by about 3% per year in the next three years.
(4) Dividend hypothesis: Under the premise of meeting relevant regulatory requirements and business development needs, the Bank maintains a relatively stable and stable cash dividend level according to the relevant provisions of the “Articles of Association” on cash dividends, specifically combined with the profitability of each year. According to the historical cash dividend level, the Bank's common stock dividend for the next three years is assumed to be 23.50% of the previous year's net profit (the average ratio of cash dividends attributable to shareholders of the parent company in 2015, 2016 and 2017 was 23.43%). ), the issued preferred stock has an annual dividend of 1.482 billion yuan.
(5) Capital expenditure assumption: The Bank considers to invest in its existing subsidiaries and Xingyin International Holdings Co., Ltd. and Xingyin Asset Management Co., Ltd. with its own funds in the next three years on the premise of meeting relevant regulatory requirements and future business development needs. Responsible companies and other new subsidiaries.
(III) Conclusions of other Tier 1 capital gaps in the next three years
Under the premise of maintaining the tier 1 capital adequacy ratio not lower than 9.00% in the next three years, the other tier 1 capital gap of the Bank at the end of 2020 was 31.614 billion yuan.
In summary, the Bank's capital gap measurement process, key assumptions and basis for the next three years are reasonable; the Bank's proposed preference for the issue of preferred stocks does not exceed RMB 30 billion, the scale of fundraising and its business development needs, The capital gap matches.
Ⅳ. Opinion on verification of the sponsor institution
After verification, the joint sponsor institution believes that the issuer's capital adequacy ratio is considered in consideration of the macroeconomic situation, the banking industry's capital supervision environment and its own business development needs. The issuer's calculation method for other Tier 1 capital gaps in the next three years is reasonable. Actually, the predicted capital gap amount is reasonable.
Question 2: During the reporting period, the amount of the applicant's receivables was higher, at the end of the latest period of 1.7 trillion. Applicants are requested to add: (1) to further refine the main product types and specific investment of accounts receivable investment, and the income from investment business and profit share of receivables. In the context of deleveraging, the investment amount is higher. Reasons for high and reasonableness, whether there are significant differences compared with comparable listed companies; (2) Whether such investments have complete decision-making procedures and risk prevention arrangements, and whether the relevant investments have recyclability and guarantee arrangements; (3) Is it possible to invest in trusts and other beneficiary rights, whether to invest in policy-restricted or high-risk industries, whether there is a multi-level nesting and high leverage risk in the relevant product structure, and whether it meets the new regulatory requirements and transitional regulatory requirements. Quantitative analysis of the impact of the “Guiding Opinions on Regulating Asset Management of Financial Institutions” on such business, whether it has a material adverse effect on the company's operations; (4) Provision for impairment of investment receivables during the reporting period, provisioning Whether the ratio is significantly different from that of comparable companies, and whether the provision for impairment is sufficient. The sponsor institution and the accountant should express opinions on verification.
Reply:
1. To further refine the main product types and specific investment of accounts receivable investment, the proportion of income and profit of investment business of receivables, and the reason and rationality of such investment amount in the context of deleveraging, Whether there are significant differences compared to comparable listed companies
(1) Main product types and specific investment of accounts receivable
During the reporting period, the Bank's receivables investments mainly included government bonds, financial institution bonds, corporate bonds, wealth management products and trusts and other beneficial rights, of which trusts and other beneficial rights accounted for accounts receivable. The ratio is above 60%.
As of December 31, 2015, December 31, 2016, December 31, 2017 and June 30, 2018, the net investment receivables amounted to RMB 1,834,906 million, RMB 21,028.1 million and RMB 1,913,382 million, respectively. And 171.295 billion yuan, accounting for 70.60%, 63.83%, 61.32% and 57.33% of investment assets. During the reporting period, the proportion of accounts receivable investment in the investment portfolio decreased year by year, and the structure changed. The Bank increased government bond investment and reduced investment in wealth management products according to regulatory policy guidance and market conditions. The specific composition of the receivables held by the Bank is as follows:
Unit: RMB 1 million
	Investment variety
	June 30, 2018
	December 31, 2017
	December 31, 2016
	December 31, 2015

	
	Amount
	Proportion
(%)
	Amount
	Proportion
(%)
	Amount
	Proportion
(%)
	Amount
	Proportion
(%)

	Government bonds
	386,196
	 22.31 
	397,626
	 20.60 
	302,475
	 14.29 
	167,028
	 9.05 

	Financial institution bond
	6,739
	 0.39 
	44,131
	 2.29 
	8,306
	 0.39 
	10,083
	 0.55 

	Corporate bonds
	46,389
	 2.68 
	47,064
	 2.44 
	42,333
	 2.00 
	56,618
	 3.07 

	Financial management products (Note 1)
	20,349
	 1.18 
	85,173
	 4.41 
	460,003
	 21.74 
	429,400
	 23.27 

	Trust and other beneficial rights (Note 2)
	1,271,380
	 73.44 
	1,356,354
	 70.26 
	1,303,087
	 61.58 
	1,182,050
	 64.06 

	Total investment in accounts receivable
	1,731,053
	 100.00 
	1,930,348
	 100.00 
	2,116,204
	 100.00 
	1,845,179
	 100.00 

	Less: impairment provision for receivables
	-18,078
	
	-16,966
	
	 -13,403
	
	-10,273
	

	Net investment receivables
	1,712,975
	
	1,913,382
	
	2,102,801
	
	1,834,906
	


Note:
1. Wealth management products issued by other financial institutions purchased by the Bank with a certain period of time;
2. The trust and other beneficiary rights are the trust beneficiary rights and asset management plans purchased by the Bank. The investment direction of these products is mainly the trust loan or asset management plan operated by the trust company or the securities company as the fund trustee.
At the end of 2016, the Bank's net receivables investment increased by RMB 267.895 billion compared with the end of 2015, representing a year-on-year increase of 14.60%. This was mainly due to the slowdown in macroeconomic growth and interest rate marketization factors. As the narrowing, the Bank comprehensively considered changes in the market environment and increased the allocation of investment assets, thereby promoting the year-on-year growth of accounts receivable. Specifically, on the one hand, the Bank increased its investment products with high absolute returns and controllable credit risks, mainly investing in bank wealth management products, trust beneficiary rights and asset management plans; at the same time, from the perspective of comprehensive benefits, the Bank also increased its holdings. Standardized investment products such as tax breaks, risk capital savings, and highly liquid government bonds.
Since 2017, the Bank has followed the trend of financial de-leverage and strict supervision, adhered to the financial return to the source, promoted business transformation and asset structure optimization in an orderly manner, and more prominently served the real economy and increased the construction of traditional credit and standardized assets. In this context, the overall size of accounts receivable investment decreased. At the end of 2017, the net investment receivables decreased by 188.419 billion yuan from the end of 2016. At the end of June 2018, the net investment receivables were compared with the end of 2017. Reduced by 20,000.007 billion yuan.
(II) Revenue and profit share of investment business
The income from the investment business of the receivables mainly comes from the interest income of the interest-earning assets invested. The net interest income of the Bank's receivables investment business is mainly affected by factors such as the return on investment assets, the cost ratio of interest-bearing liabilities and the scale of investment. In 2015, 2016, 2017 and January-June 2018, the net interest income of the Bank's receivables investment business was 39.201 billion yuan, 42.837 billion yuan, 34.141 billion yuan and 200.02 billion yuan, respectively. The trend is mainly due to the fact that the Bank has followed the trend of financial de-leverage and strict supervision since 2017, and the scale of receivables has declined.
During the reporting period, the Bank's interest income from the investment business of the Bank accounted for 25.36%, 27.27%, 24.39% and 27.26% of the operating income of each period. The profit from the investment business of accounts receivable accounted for 30.46%, 35.93%, 26.28% and 33.89% of the total profit for each period, respectively, and the proportion remained stable overall.
(3) In the context of deleveraging, the reasons and rationality of the higher investment amount, whether there is a significant difference compared with comparable listed companies
As of the end of 2017, the Bank's receivables investment comparison with other listed joint-stock banks is as follows:
Unit: RMB 1 million
	Bank name
	Receivables investment
	Total asset
	Receivables investment / total assets

	Bank A
	372,323
	3,248,474
	11.46%

	Bank B
	572,241
	6,297,638
	9.09%

	Bank C
	250,315
	2,508,927
	9.98%

	Bank D
	832,598
	6,137,240
	13.57%

	E Bank
	531,118
	5,677,691
	9.35%

	F Bank
	974,163
	5,902,086
	16.51%

	G Bank
	514,576
	4,088,243
	12.59%

	Industrial Bank
	1,913,382
	6,416,842
	29.82%


Note:
1. Since most listed joint-stock banks have implemented the new financial instrument standards in 2018, financial assets are accounted for according to the new classification principle, and the investment data of receivables is not separately listed. Therefore, the investment receivables at the end of 2017 are selected here. Data comparison;
2. The data source of the above table is the periodic report of the listed joint-stock bank.
The Bank's receivables investment scale is higher than that of other listed joint-stock banks. The main reasons are: (1) In recent years, with the gradual deepening of financial reforms, the interest rate marketization process has been comprehensively promoted to meet the increasingly diversified financial services needs of the real economy. In addition to the traditional credit business, the Bank actively explored the differentiated and diversified development path in addition to the traditional credit business, and promoted the overall scale of the receivables investment business; (2) the Bank always Adhere to the market orientation, carry out professional reform and market operation of investment banking and financial market business earlier, establish a unified management system and risk management system, and grasp the trend of interest rate marketization and financing diversification, and build a large-scale High-quality interest-earning assets have provided strong support; (3) Since 2017, the Bank has followed the regulatory trend of financial de-leverage, increased non-standard bidding efforts, and focused on replacing non-standard investments with standardized business products. The business structure is continuously optimized, and the normal financing needs of the real economy customers are guaranteed under the premise of meeting the regulatory requirements. Seek to maintain a reasonable level of business.
In summary, the Bank's investment amount in the report period was large, mainly because the Bank adapted to the changes in the external business situation, adhered to the path of differentiation and diversification, and actively adjusted the business development strategy to control risks and compliance. On the basis of management, it holds a relatively high-yield receivable-type investment assets to optimize the large-scale asset allocation structure, which is conducive to maximizing the interests of all shareholders and is reasonable. At the same time, since 2017, the Bank has followed the trend of financial de-leverage and strict supervision, adhered to the financial return to the source, promoted business transformation and asset structure optimization in an orderly manner, increased the construction of traditional credit and standardized assets, and rationally adjusted receivables. The scale of investment, under the premise of meeting regulatory requirements, continuously improve asset quality and profitability.
2. Whether the investments have complete decision-making procedures and risk prevention and control arrangements, and whether the relevant investments have recyclability and guarantee arrangements
(1) Relevant decision-making procedures for the investment business of accounts receivable
For the receivables investment business, the Bank has established a sound business decision-making process. At the beginning of each year, the management of the Bank reviews the annual budget targets and determines the total amount of assets including loans and investments. The Bank's monthly Asset and Liability Management Committee comprehensively adjusts the current balance of assets and liabilities, regulatory policy guidance and market conditions, and refines and dynamically adjusts the specific amount of receivables.
(II) Risk management and control measures for the investment business of accounts receivable
The main risks faced by the receivables investment business include credit risk, interest rate risk and liquidity risk. In response, the Bank adopted a series of risk management measures to ensure the recyclability of related investments.
The first is to strengthen penetration management. The Bank's corresponding receivables investment business requires that the credit risk of the underlying assets be identified in accordance with the “Penetration Principle”, and the full-process distress management should be carried out in accordance with the traditional loan business, and it should be fully integrated into the unified risk management system. Second, the unified credit should be implemented. The credit granting of investment receivables shall refer to the Bank's unified credit policy, and the credit line shall be approved according to the risk level of the underlying asset financier. The approval authority shall be uniformly unified on the head office; the third is classification and assessment. Based on the risk classification criteria of the traditional loan business, the Bank classifies the risk classification for each business and makes provision for risk. At the same time, the Bank regularly conducts asset quality evaluation and performance evaluation of its business units.
To sum up, the Bank strictly implements the regulatory policies and conducts prudent management of the receivables investment business in accordance with the traditional loan business management process to ensure that the relevant business risks are controllable.
(3) Revenue and guarantee arrangements for the investment business of accounts receivable
The receivables investment business has recyclability and guarantee arrangements. The specific analysis is as follows:
First, the receivables investment business mainly invests in high-quality interest-earning assets such as government bonds, financial institution bonds, corporate bonds, wealth management products and trusts and other beneficial rights. Its asset quality is superior to traditional credit assets, and the Bank In the course of business development, the risk review procedures are strictly implemented and a series of risk management and control measures are implemented, and the overall risk of related investments is low.
Secondly, the Bank classifies risks according to the principle of substance over formality, based on the credit status of the underlying assets of the receivables, and makes full provision for the corresponding impairment. At the end of the first three years of the previous three years, the Bank's receivables investment provision ratios were 0.56%, 0.63%, 0.88% and 1.04%, respectively, and the non-performing ratio of the receivables investment business was 0.33%. 0.55%, 0.62% and 0.86%, the provision for impairment is sufficient to cover the non-performing assets generated by related businesses and fully guarantee the recyclability of the investment business of receivables.
Finally, the Bank strengthened the management of project duration and continued to carry out special investigations on risks. In accordance with the principle of one case and one policy, the Bank increased the collection of non-performing assets through direct collection, realization of security interests and legal proceedings. Dispose of the strengths, properly handle risky projects, and maximize the return of investment.
In summary, the overall risk of the receivables investment business is relatively low, and sufficient impairment provision has been made, and the risk projects are properly disposed of in various ways. The investment is recyclable and the relevant guarantee arrangements are sufficient.
3. Whether the invested trusts and other beneficiary rights are mainly invested, whether they are invested in policy-restricted or high-risk industries, whether the product structure has multiple levels of nesting and high leverage, whether it meets the new regulations and transition period. Regulatory requirements, quantitative analysis of the impact of the "Guiding Opinions on Regulating Asset Management Business of Financial Institutions" on this type of business, whether it has a material adverse impact on the company's operations
(1) Whether the invested trust and other beneficial rights are mainly invested, whether it is invested in policy-restricted or high-risk industries
As of December 31, 2015, December 31, 2016, December 31, 2017 and June 30, 2018, the balance of trusts and other beneficiary rights in accounts receivable investments was RMB 1,18,205 billion and 1,300,087 million respectively. Yuan, 135.654 billion yuan and 1,217.38 billion yuan, the specific details are as follows:
Unit: RMB 1 million
	Item
	June 30, 2018
	December 31, 2017
	December 31, 2016
	December 31, 2015

	
	Amount
	Proportion
(%)
	Amount
	Proportion
(%)
	Amount
	Proportion
(%)
	Amount
	Proportion
(%)

	Credit assets
	860,823
	 67.71 
	896,775
	 66.12 
	881,689
	 67.66 
	843,719
	 71.38 

	Bill asset
	173,348
	 13.63 
	110,435
	 8.14 
	143,401
	 11.00 
	185,447
	 15.69 

	Bond
	174,072
	 13.69 
	231,789
	 17.09 
	140,258
	 10.76 
	30,391
	 2.57 

	Interbank deposit
	29,001
	 2.28 
	68,793
	 5.07 
	20,063
	 1.54 
	25,160
	 2.13 

	Fund
	21,033
	 1.65 
	38,656
	 2.85 
	3,999
	 0.31 
	8,838
	 0.75 

	Others
	13,103
	 1.03 
	9,906
	 0.73 
	113,677
	 8.72 
	88,495
	 7.49 

	Trust and other beneficial rights balance
	1,271,380
	 100.00 
	1,356,354
	 100.00 
	1,303,087
	 100.00 
	1,182,050
	100.00


From the perspective of investment in basic assets, trusts and other beneficial rights mainly include credit assets, notes assets, bonds, interbank deposits, funds and others. Among them, credit assets, bill assets and bonds collectively account for trust and other beneficial rights. The ratio is maintained at around 90%.
During the reporting period, the Bank actively implemented the national industrial policy and industry regulation and control policies. Most of the trust and other beneficial rights were invested in important industries and key areas related to the national economy and the people's livelihood, and strictly controlled the “two highs and one surplus” and other restricted industries or high-risk industries. Funding. Among the assets invested in restricted industries, most of the financing entities are leading enterprises in the industry, with a prominent industry position, strong comprehensive strength and low business risk.
From policy to specific operational level, the Bank has taken a number of measures to control the flow of funds to restricted or high-risk industries, and to direct funds to industries and sectors that are in line with national industrial policy guidance. Details:
(1) The Bank actively adapts to changes in economic policies, market structure and external regulatory environment according to the requirements of national economic and financial policies. With financial services in the real economy as the starting point, combined with the actual development of the business, the annual credit policy is formulated in accordance with the “risk controllable”. The principle of “intensification of resources and sustainable development” promotes rational distribution and balanced development of credit resources in industries, regions, customers and products;
(2) The Bank adopts a quota control policy for restricted industries, issues industry limit management plans on an annual basis, and transmits industry limit management requirements through comprehensive evaluation methods. Under the premise of meeting the conditions for entry and effectively controlling risks, the Bank supports the financing needs of the advanced manufacturing industry, domestic consumption, the people's livelihood sector and the entity enterprises in the national strategic emerging industries that are in line with the national industrial policy guidance, effectively compressing and withdrawing backward production capacity projects. Continue to promote the optimization and adjustment of asset structure;
(3) The trusts and other beneficiary rights invested by the Bank penetrate into the underlying assets in all aspects of due diligence and program design, review, business approval, lending, accounting, duration management and redemption. In terms of review and approval, the basic assets and actual financiers are subject to strict risk review in accordance with the “Penetration Principle” to verify the fund investment and fund use compliance, and strengthen the risk exposure total control and limit management. In terms of duration management, strengthen risk prevention and control of key businesses and key areas, strengthen monitoring of capital flow and early warning of risks, conduct special risk investigations on a regular or irregular basis, and strictly prevent capital flows to policy-restricted or high-risk industries.
In summary, the Bank has actively adjusted its business structure in accordance with the regulatory policy guidance, and strictly prevented the flow of funds to policy-restricted or high-risk industries to ensure that business operations meet regulatory requirements.
(2) Whether the relevant product structure has the risk of multi-level nesting and high leverage, whether it meets the new regulatory requirements and the regulatory requirements for the transition period
The trust and other beneficiary rights are the trust beneficiary rights and asset management plans purchased by the Bank. The investment direction of these products is mainly the trust loan or asset management plan operated by the trust company or the securities company as the fund trustee. During the reporting period, the proportion of credit assets, bill assets and bonds in total of trusts and other beneficiary rights remained at around 90%. The actual financing entities were mainly customers within the credit line of the Bank. In accordance with the principle of penetration, the Bank implements the Bank's unified credit policy, effectively implements the collateral management and guarantees involved in the business, and conducts business only as a priority funder for the business of structured arrangements, and strictly implements the regulatory policy. The stratified ratio requirements ensure that the overall risk is controllable.
Since 2017, in order to implement the spirit of the Central Economic Work Conference and strictly adhere to the bottom line of systemic risks, the banking regulatory authorities have put forward normative requirements for interbank investment business before the introduction of new regulations. In accordance with the policy guidance of the regulatory authorities to “lower leverage, de-channel, and prevent risks”, the Bank earnestly carried out the “three three forty” special governance actions, and regulated related business according to the new regulations of the asset management and the regulatory requirements during the transition period.
On the one hand, the Bank has adopted new regulations to avoid non-compliance and unnecessary multi-level nesting in the product transaction structure, further shortening the real economy financing chain and improving the efficiency and level of financial services. On the other hand, the Bank strengthened Access management of channel-type business cooperation institutions strengthens the management norms of the channel-based cooperative business and effectively controls business risks. At the same time, the Bank actively promotes the standardized assets with clear transaction structure to meet the financing needs of non-standard customers, optimize the business structure, and better serve the real economy.
In summary, the Bank has strictly followed the requirements of the regulatory authorities, adopted a series of normative measures on the transaction structure of inter-bank investment business, and achieved good results. The Bank will continue to implement the various regulatory requirements in depth to meet the regulatory requirements for new regulations and transition periods.
(3) Quantitative analysis of the impact of the “Guiding Opinions on Regulating Asset Management Business of Financial Institutions” on such business, whether it has a material adverse impact on the company’s operations
On April 27, 2018, the People's Bank of China, the China Banking Regulatory Commission, the China Securities Regulatory Commission, and the State Administration of Foreign Exchange jointly issued the “Guiding Opinions on Regulating the Asset Management Business of Financial Institutions” (hereinafter referred to as the “New Regulations for Asset Management”). The implementation of the new regulations will help to further standardize the asset management business of financial institutions, unify the regulatory standards for similar asset management products, and effectively prevent and control financial risks. The main contents of the new asset management regulations include clarifying the classification standards of asset management products, strengthening the appropriate management of investors, breaking rigid payment, controlling the level of leverage, eliminating multi-level nesting and channels, and strengthening supervision and coordination.
Since the issuance of the draft new regulations for investment management in 2017, the Bank has strictly followed the regulatory policy requirements, adhered to the financial return to the source, and adopted a series of effective measures to actively promote the adjustment of business structure and improve the economic efficiency of the service entity.
The first is to increase the intensity of loans. Taking the service of the real economy as the starting point and the foothold, the Bank actively developed the on-balance sheet loan business and rationally determined the mainstream business credit layout in accordance with the national industrial policy and credit policy requirements, and the credit business growth rate remained at a relatively high level. As of the end of June 2018, the Bank's total loans increased by 10.03% from the end of 2017, exceeding the asset growth rate of 7.75%.
The second is to promote the construction of standardized assets. The Bank actively implemented the regulatory policies, actively leveraged, increased the scale of investment in standardized bond assets, and further optimized the investment asset structure. As of the end of June 2018, the Bank's standardized bond assets accounted for 42.76% of investment assets, an increase of 1.06% from the end of 2017.
The third is to order and standardize non-standard investments. The Bank increased non-standard bidding efforts to replace non-standard investments with standardized bond products to better serve the real economy. In the non-standard business of enterprise gold, the asset securitization is more prominent, the non-standard circulation is increased, and the total amount is basically stable. The non-standard business of the industry is subject to regulatory restrictions. The Bank will replace the non-standard investment in the industry with standardized investment, and continue to maintain Customer financing services.
In summary, the Bank complied with the regulatory trend, actively adjusted and optimized the asset structure, and accepted non-standard investments through loan business and standardized investment. Under the premise of meeting regulatory requirements, the Bank achieved stable business scale. In the first half of 2018, the scale of the Bank's receivables investment business declined, but the Bank achieved a steady growth in its operating performance by actively adjusting its business structure. At the end of the first half of 2018, the Bank's total receivables decreased by 10.32% compared with the beginning of the year. During the same period, the Bank's total assets, operating income and net profit attributable to shareholders of the parent company increased by 2.80%, 7.36% and 6.51%, respectively. The implementation of the new regulations on asset management has not had a material adverse impact on the Bank's operations.
IV. In the report period, the provision for impairment of investment receivables is made, whether the accrual ratio is significantly different from that of comparable companies, and whether the provision for impairment is sufficient.
The Bank's receivables investments mainly include government bonds, financial institution bonds, corporate bonds, wealth management products and trusts and other beneficial rights. In accordance with the principle of substance over formality, the Bank makes provision for impairment of receivables based on the nature of the underlying assets under investment, based on individual assessments and portfolio assessments. When there is objective evidence that there is any indication of impairment of the receivables, the book value of the receivables is reduced to the estimated future cash flows determined by discounting at its original effective interest rate (excluding the future that has not yet occurred) Credit loss) present value, the amount of write-down is recognized as impairment loss, which is included in the current profit and loss; separately tested for receivables that are not impaired, including in the portfolio of receivables with similar credit risk characteristics Calculate and make a combination of impairment provision based on the historical loss experience of similar assets.
At the end of the last three years, the Bank's receivables investment provision for impairment provision and the comparison of listed joint-stock banks are as follows:
	Bank name
	Proportion of impairment provision for receivables

	
	December 31, 2017
	December 31, 2016
	December 31, 2015

	Bank A
	0.85%
	0.40%
	0.26%

	Bank B
	0.75%
	1.15%
	0.14%

	Bank C
	0.79%
	0.52%
	1.13%

	Bank D
	0.84%
	0.57%
	0.35%

	E Bank
	0.55%
	0.17%
	0.08%

	F Bank
	0.23%
	0.15%
	0.38%

	G Bank
	0.41%
	0.28%
	0.27%

	Other listed shareholding system
Bank average
	0.63%
	0.46%
	0.37%

	Industrial Bank
	0.88%
	0.63%
	0.56%


Note:
1. Since most listed joint-stock banks have implemented the new financial instrument standards in 2018, financial assets are accounted for according to the new classification principle, and the investment data of receivables is no longer separately listed. Therefore, it is impossible to count the receivables at the end of June 2018. Provision for impairment of investment in funds;
2. The data source of the above table is the periodic report of the listed joint-stock bank.
As shown in the above table, the Bank's provision for impairment of investment receivables is higher than the industry average. The Bank's receivables investment impairment provision is prudent and sufficient.
V. Opinion on verification of the co-sponsor institution and the accountant
Upon verification, the joint sponsors believe that: (1) The receivables held by the issuer mainly include government bonds, financial institution bonds, corporate bonds, wealth management products and trusts and other beneficial rights, and receivables during the reporting period. The proportion of investment business income and profit remained stable overall. The amount of receivables at the end of the period is relatively high, mainly because the issuer actively adjusts its business development strategy according to regulatory policies and market conditions, optimizes the asset allocation structure of large categories, and is conducive to maximizing the interests of all shareholders and having reasonableness; 2) The issuer's receivables investment business has a complete decision-making process and risk prevention and control arrangements, and the relevant investments have recyclability and guarantee arrangements; (3) trusts and other beneficial rights are mainly invested in credit assets, bill assets, bonds. , interbank deposits, funds and others. In accordance with the regulatory policy orientation, the issuer actively adjusts the business structure to prevent funds from flowing to policy-restricted or high-risk industries to ensure that business operations meet regulatory requirements. The issuer strictly follows the requirements of the regulatory authorities and regulates the transaction structure of the inter-bank investment business. The issuer will continue to implement the various regulatory requirements in depth to meet the regulatory requirements for new regulations and transition periods. On the whole, the implementation of the new asset management regulations has not had a material adverse impact on the issuer's operations; (4) For the accounts receivable investment, the issuer has made provision for impairment according to the accounting policies, and the provision for impairment is fully accrued.
After verification, the accountant believes that in all major aspects, the issuer's accounting treatment of receivables in the reporting period complies with the provisions of the Accounting Standards for Business Enterprises, and the corresponding impairment provision is fully and reasonably made. The issuer has set up a decision-making process and a risk management mechanism for the receivables investment business.
Question 3: In the first year of the year, the net cash flow generated by the company's operating activities is negative. Please explain the reasons and reasonableness of the applicant. The sponsor institution and the accountant should express their opinions on verification.
Reply:
As a commercial bank, the Bank's main business is deposits and loans, interbank deposits and deposits, interbank lending, and financial asset investments. The Bank absorbs debt-side funds through various methods such as deposit taking, interbank deposit and demolition, and issuance of bonds. The funds are used for loans, deposits, interbanks, financial assets, etc. according to the economic environment and market environment. business.
In the cash flow statement of the Bank, the “cash flow generated by operating activities” is the cash flow of the business changes of deposits and loans, interbank deposits and deposits, interbank borrowings, etc., which only reflect part of the daily operations of commercial banks; Trading, etc., are also the daily business activities of commercial banks. The cash flow situation is reflected in the “cash flow generated by investment activities”. The Bank raises funds through the issuance of interbank deposit receipts, financial bonds, equity financing, etc., which is reflected in the “cash flow generated by financing activities”.
During the reporting period, the Bank's liquidity situation remained generally good, regulatory indicators met the requirements, and various asset and liability businesses maintained a balanced and coordinated development. In the last year, the Bank complied with the national macro-policy regulation, continuously optimized the asset-liability structure, and continued to highlight the construction of on-balance sheet loans based on the service of the real economy. The cash outflow from operating activities arising from loans and advances continued to increase; The Bank issued interbank deposit receipts at a relatively low market interest rate and reduced non-standard investment return cash, increasing cash inflows from financing and investment activities. In the most recent year, the net cash flow generated by the Bank's operating activities was negative, which was in line with the Bank's business changes and was reasonable. The specific analysis is shown as follows:
I. Cash flow from the Bank's operating activities during the reporting period
During the reporting period, the cash flow generated by the Bank's operating activities was as follows:
Unit: RMB 1 million
	Item
	January-June 2018
	2017
	2016
	2015

	Net increase in customer deposits and interbank deposits
	122,775
	117,193
	166,123
	713,708

	Deposit of central bank payments and net reductions in interbank payments
	5,615
	-
	-
	65,698

	Net increase in funds disbursed and repurchased financial assets
	-
	120,242
	145,793
	-

	Net deduction of funds and net reduction in financial assets purchased under resale
	-
	8,314
	138,496
	407,618

	Net increase in borrowing from central bank
	8,500
	47,000
	130,300
	37,700

	Net reduction in finance leases
	903
	-
	-
	-

	Cash for interest, commission and commission
	93,800
	164,915
	152,359
	184,314

	Received other cash related to operating activities
	25,680
	34,149
	26,041
	8,623

	Subtotal of cash inflow from operating activities
	257,273
	491,813
	759,112
	1,417,661

	Net increase in customer loans and advances
	252,845
	370,643
	328,950
	212,181

	Net increase in finance leases
	-
	16,602
	15,693
	32,367

	Deposit of central bank payments and net increase in interbank payments
	-
	60,437
	24,907
	-

	Net reduction of funds disbursed and repurchased financial assets
	1,747
	-
	-
	27,963

	Net increase in capital withdrawal and purchase of resale financial assets
	14,925
	-
	-
	-

	Pay interest, commission and commission cash
	71,286
	132,525
	121,075
	120,179

	Cash paid to employees and paid to employees
	12,945
	23,666
	19,930
	18,602

	Various taxes paid
	13,320
	22,266
	27,429
	29,764

	Other cash paid in connection with operating activities
	49,457
	28,316
	18,111
	157,912

	Subtotal of cash outflow from operating activities
	416,525
	654,455
	556,095
	598,968

	Net cash flow from operating activities
	-159,252
	-162,642
	203,017
	818,693


As can be seen from the above table, the main reason for the negative net cash flow generated by the Bank's business activities in the past year is the increase in net cash outflows from “net increase in loans and advances to customers”, “customer deposits and The decrease in net cash inflows from the net increase in interbank deposits and the decrease in net cash inflows from changes in “demolition of funds and repurchase of financial assets” and “demolition of funds and purchase of resale financial assets” .
（1） Customer loans and advances
During the reporting period, the Bank took the initiative to grasp the changes in the economic situation, reasonably determine the mainstream business credit layout, maintain stable and balanced development of key businesses, and continue to increase the amount of loans and advances. As of December 31, 2015, December 31, 2016, December 31, 2017 and June 30, 2018, the Bank's total loans and advances were RMB 177.408 billion, RMB 208.814 billion and RMB 243,065.95 billion, respectively. Yuanhe was 267.609 billion yuan; the net increase in loans and advances for customers in each period was 221.181 billion yuan, 329.95 billion yuan, 307.643 billion yuan and 252.845 billion yuan respectively. The increase in net cash outflows from “net increase in customer loans and advances” is one of the main reasons for the negative net cash flow generated by the Bank's operating activities in the most recent year.
（2） Customer deposits and interbank deposits
During the reporting period, the changes in the Bank's customer deposits and interbank deposits were as follows:
Unit: RMB 1 million
	Item
	January-June 2018
	2017
	2016
	2015

	Net increase in customer deposits
	13,359
	392,142
	210,828
	216,143

	Net increase in deposits with peers and other financial institutions
	109,416
	-274,949
	-44,705
	497,565

	Total
	122,775
	117,193
	166,123
	713,708


In 2017, in terms of customer deposits, the Bank will continue to expand its absorption of deposits as its operational focus, and will fully develop its customers, products and policies to promote the growth of traditional deposits with strong stability, and the amount of customer deposits will continue to increase. In terms of deposits with banks, the Bank responded to changes in the market environment in accordance with regulatory policies, actively adjusted the liability structure, focused on matching of interbank liabilities, and reduced the scale of interbank deposits. In the first half of 2018, the Bank's increase in deposits declined, diversifying its sources of funds for diversification, and deposits from non-bank financial institutions increased. The decrease in net cash inflows from the decrease in “net deposits from customers' deposits and interbank deposits” is one of the reasons for the negative net cash flow generated by the Bank's operating activities in the most recent year.
（3） Demolition of funds and sale of repurchased financial assets and withdrawal of funds and purchase of resale financial assets
During the reporting period, the Bank's disbursement of funds and the sale of repurchased financial assets and the withdrawal of funds and the purchase of resale financial assets were as follows:
Unit: RMB 1 million
	Item
	January-June 2018
	2017
	2016
	2015

	Net increase in funds disbursed and repurchased financial assets / (net deduction of funds and net reduction in financial assets sold under repurchase)
	-1,747
	120,242
	145,793
	-27,963

	Net reduction of funds disbursed and financial assets purchased under resale/(extracted funds and net increase in financial assets purchased under resale)
	-14,925
	8,314
	138,496
	407,618

	Total
	-16,672
	128,556
	284,289
	379,655


Commercial banks adjust their capital positions by inserting and dismantling funds, selling repurchased financial assets and buying resale financial assets for liquidity management. During the reporting period, the Bank adjusted according to market environment and regulatory environment. The fluctuation of the above subjects was caused by the fluctuations caused by the normal business activities of commercial banks. The decrease in net cash inflows from the “net increase in capital and repurchase of financial assets” and “net reduction in financial assets acquired and repurchase of resale assets” was the first phase of the Bank’s operation in the most recent year. One of the reasons why the net cash flow from the activity is negative.
In summary, as a commercial bank, the Bank's main businesses are deposits and loans, deposits with banks and interbank borrowings, and investment in financial assets. Net cash flow from the most recent year, a bank from operating activities was negative, and macroeconomic policy, regulatory and market environment, adjust and optimize the structure of their assets and liabilities and other factors, in line with the characteristics of the Bank's business, It is reasonable.
2. Verification opinions of joint sponsors and accountants
After verification, the joint sponsors believe that the issuer's liquidity status remained generally good during the reporting period, the regulatory indicators met the requirements, the cash flow fluctuations generated by the issuer's operating activities and macroeconomic policies, regulatory and market environment, and its own asset-liability structure. Adjustment and other factors are relevant. The net cash flow generated by the issuer in the first-year operation of the company has a negative value, which is in line with the characteristics of the issuer's business operations and is reasonable.
Upon verification, the accountant believes that in all material aspects, the issuer's preparation of the cash flow statement during the reporting period is in compliance with the Accounting Standards for Business Enterprises.
Question 4: As of June 30, 2018, the applicant and its subsidiaries had more than 280 pending litigation and arbitration cases involving the plaintiff or the defendant, involving a total amount of approximately RMB 140 billion. Applicants are requested to supplement the basic situation and latest developments of major litigations and arbitrations that have not yet been concluded, and to explain whether the internal control system of the company is sound, effective and effective in conjunction with the background of the above disputes. We ask the sponsor institution to express verification opinion upon how the applicant implements the above stipulations.
Reply:
I. Basic information and latest developments of major lawsuits and arbitrations that have not ended by September 30, 2018
As of September 30, 2018, the Bank and its holding subsidiaries have not yet heard a total of 43 litigation and arbitration cases with a target amount exceeding 100 million yuan. The total amount of the target amount is 16.319 billion yuan: among them, the Bank and its holding subsidiaries act as plaintiffs. A total of 41 (or applicants), the total amount of the target amounted to 15.956 billion yuan, except for one case for the suspension of the lawsuit, the remaining cases have yet to be held or are in the process of trial; the Bank and the holding subsidiary act as the defendant (or the respondent) The total number of the third party and the total amount of the target amounted to 363 million yuan, both of which were the third party's case, and both cases were in the process of trial.
Second, combined with the background of the above disputes, the company's internal control system is sound and effective and effective
(1) The main background of relevant litigation and arbitration
As of September 30, 2018, the Bank and its holding subsidiaries, as the plaintiff (or the applicant), have not yet heard the finalization of the subject matter of more than 100 million yuan. The litigation and arbitration cases are mainly financial loan contract disputes arising from the normal business operation process. As the borrower failed to return the loan in accordance with the contract, the Bank recovered the principal and interest through litigation, which is one of the means for the Bank to dispose of credit risk and recover customer loans.
As of September 30, 2018, the Bank’s litigation case, which was not yet heard by the Bank as a third party, was more than 100 million yuan in the case of a contractual loan dispute arising from the normal business development process, because the borrower of the entrusted loan contract did not The principal can be repaid in accordance with the contract, and the principal recovers the principal through litigation. The Bank only participates in the litigation as a third party who handles the entrusted loan procedures. Except for the above-mentioned litigation cases, the litigation and arbitration cases in which the Bank and the controlling subsidiaries as the defendant (or the respondent and the third party) have a small amount are mainly for the execution of the objection in the course of normal business operations, and the infringement damages. Disputes, savings deposit disputes, etc.
(2) The relevant litigation will not have a material adverse impact on the Bank's continuing operations.
The above-mentioned litigation and arbitration cases that have not yet been finalized are mainly financial loan contract disputes and entrusted loan contract disputes arising from the commercial bank's normal business development process.
The amount of the above-mentioned litigation and arbitration cases as plaintiffs (or applicants) was 15.956 billion yuan, accounting for 3.46% of the Bank's net assets at the end of September 2018, accounting for 0.24% of the Bank's total assets at the end of September 2018. The ratio is low. The Bank has the risk of not being able to fully win the case or win the case and cannot fully recover the amount involved. It has made provision for impairment according to the relevant accounting policies, and has increased the collection and disposal of special assets, even if the amount of the litigation subject cannot be fully recovered. It has a material adverse impact on the Bank.
The amount of the above-mentioned litigation case as a third party was 363 million yuan, accounting for 0.079% of the Bank's net assets at the end of September 2018, accounting for 0.006% of the Bank's total assets at the end of September 2018, and the proportion was low. In view of the fact that the Bank as a third party is ultimately less likely to bear legal claims, even if the Bank is liable, there will be no material adverse impact on the Bank in terms of its nature and amount.
Therefore, the above-mentioned litigation and arbitration cases that have not been finalized are all arising from the normal business operations of the Bank. The total amount of the subject matter is lower than the proportion of the Bank's net assets and total assets at the end of September 2018, and the Bank has The effective measures to reduce the adverse effects caused by such litigation and arbitration cases have not had any material adverse impact on the Bank in terms of nature and amount, and have not seriously affected the Bank's continuing operations.
(III) Internal control of the Bank
In accordance with the "Company Law", "Securities Law" and other laws and regulations, as well as the regulatory requirements of the China Securities Regulatory Commission, China Banking Regulatory Commission and the Shanghai Stock Exchange, the Bank follows the "Basic Standards for Internal Control of Enterprises" and its supporting guidelines, "Internal Commercial Banks". The specific requirements of the “Guidelines for Control” and “Guidelines for Internal Control of Listed Companies of the Shanghai Stock Exchange” adhere to the principles of “comprehensiveness, importance, checks and balances, independence, adaptability, and cost-effectiveness” in the internal environment, risk assessment, and control activities. Information, communication, internal supervision and other aspects continue to strengthen internal control measures, improve internal control mechanisms, and internal control requirements are effectively implemented in important links.
The Bank formulated the “Management Measures for the Uniform Credit Granting of Industrial Bank Customers”, the “Administrative Measures for Non-Retail Credit Granting System of Industrial Bank”, the “Administrative Measures for Industrial Bank Loan Management” and the “Integrated Risk Management System of Industrial Bank” to carry out the credit business. Detailed regulations have been made on post-loan management. In addition, the Bank increased the collection and disposal of special assets and improved according to the “Administrative Measures for the Transfer of Non-performing Assets of Industrial Bank”, the “Administrative Measures for the Write-off of Bad Debts of Industrial Bank” and the “Measures for the Collection of Special Assets of Industrial Bank”. Asset preservation efficiency, establishment of a sound risk asset management mechanism, and overall asset quality remained stable.
During the reporting period, the Bank adopted the following measures to emphasize and implement the internal control and “compliance-winning” concept: A. Further optimize and improve the compliance management and internal control assessment programs, and increase the assessment of key areas and violations; B. In the whole group, carry out the “Xing Voyage” compliance internal control and promotion activities, strengthen the awareness and communication of compliance awareness; C. Organize special inspection and management work, and strengthen the application of inspection results by checking the daily management and tracking mechanism of data; D. Sound Branch compliance management mechanism and structure, improve the long-term mechanism for abnormal transaction behavior management of employees including system automatic warning, “woodpecker” action, special investigation, accountability of violations, etc., and implement the concept of compliance throughout the operation and management. The process promotes the healthy and sustainable development of the company's business.
(IV) Evaluation of the internal control of the Bank
According to the “2017 Internal Control Evaluation Report” of the Bank, the Bank evaluated the effectiveness of internal control on December 31, 2017 as the base date of the internal control evaluation report. The conclusion was: According to the major defects of internal control of the company's financial report. On the basis of the internal control evaluation report, there is no major defect in the internal control of the financial report. The Board of Directors believes that the company has maintained effective internal control over financial reporting in all major aspects in accordance with the requirements of the internal control system and related regulations. According to the company's non-financial reporting internal control major defects identification, on the base date of the internal control evaluation report, the company did not find any major defects in the internal control of non-financial reporting. There were no factors affecting the conclusions of the internal control effectiveness evaluation from the base date of the internal control evaluation report to the date of the internal control evaluation report.
(V) Auditing of internal control audits of audit institutions
According to the “Internal Control Audit Report” issued by Deloitte Touche Tohmatsu Certified Public Accountants (Special General Partnership) (Deshi Newspaper (Trial) (18) No. S00289), the Bank followed the “Intra-Enterprise Control” on December 31, 2017. The Basic Code and related regulations maintain effective internal control over financial reporting in all material respects.
(6) Supervision opinions of industry regulatory agencies
On August 30, 2018, the China Banking Regulatory Commission issued the “Regulations on the Industrial Bank of the General Office of the Bank of China Insurance Supervision and Administration Commission” for the Bank's current preferred stock issue. The regulatory opinions on corporate governance and internal control are "In recent years, in accordance with relevant regulatory requirements, Industrial Bank has continued to strengthen corporate governance mechanisms and actively promote business process transformation and internal control system construction."
III. Opinion on verification of the co-sponsor institution and lawyers of the applicant
After verification, the joint sponsor institution and the applicant's lawyer believe that the above-mentioned cases that the issuer has not yet tried to terminate are mainly disputes arising from the commercial bank's normal business development process, and the total amount of the target accounted for the ratio of the issuer's net assets and total assets. Very low, no significant adverse impact on the issuer in terms of nature and amount. The issuer has formulated relevant internal control systems, improved the internal control mechanism, and the requirements of internal control have been effectively implemented in important links. Therefore, the issuer's internal control system does not have major defects, and is in line with the requirements of Article 18 of the “Priority Stock Pilot Management Measures” on internal control.
Question 5: According to the application documents, from January 1, 2015 to June 30, 2018, the applicant and its holding subsidiaries have been repeatedly subject to the China Banking Regulatory Commission, the China Banking Regulatory Commission, the People's Bank of China, foreign exchange, taxation, prices, The administrative punishments of the competent departments of industry and commerce and other departments amounted to approximately 500 million yuan, of which three administrative penalties totaled 423 million yuan, accounting for a large proportion of the penalty amount. Applicants are requested to supplement the disclosure: (1) the specific reasons for the above three large penalties and the rectification; (2) In addition to the above three penalties, the other penalties and specific reasons for the company have been rectified; 3) In the report period, the company has been repeatedly punished by the tax authorities every year; (4) Whether the company's internal control system is flawed, and whether it meets the requirements of the internal control system in Article 18 of the “Preference Management Measures”. We ask the sponsor institution to express verification opinion upon how the applicant implements the above stipulations.
Reply:
During the period from January 1, 2015 to June 30, 2018, the Bank and its holding subsidiaries received the China Banking Regulatory Commission and its dispatched institutions, the People's Bank of China and its dispatched institutions, foreign exchange administration departments, tax authorities, and price management departments. Administrative penalties imposed by the administrative departments for industry and commerce, local development and reform commissions, etc., and the fines and penalties involved in the relevant penalties have been paid.
The specific reasons for the large penalty of one or three sums and the rectification situation
(1) Punishment by Qingdao Banking Regulatory Bureau on Industrial Bank Qingdao Branch
1, the specific cause
In December 2017, Industrial Bank Qingdao Branch received the “Administrative Punishment Decision” issued by Qingdao Banking Regulatory Bureau (Qingyin Censorship [2017] No. 22), as the Industrial Bank Qingdao Branch invested in the Huizhou Branch of Guangfa Bank. In the inter-bank investment business of the fund trust plan products of the Huizhou Qiaoxing Group as a financier, the Guangdong Banking Regulatory Bureau warned the Industrial Bank Qingdao Branch to confiscate the illegal income of RMB 116,085,500 and impose 1 The fine was fined and the total amount of fines and penalties was 231,179,100 yuan.
2. Transformation Fund information
In response to the punishment, the Bank has paid the fines and penalties in a timely manner, and this matter has not had any material adverse impact on the Bank's operation and management and financial status. In response to the problems reflected in the punishment, the Bank actively implemented the problem rectification and continued to strengthen internal control management. First, comprehensive accountability. The Bank has stopped carrying out business similar to this punishment, strictly implemented the “three three forty” and deepening the special management activities such as chaos in the market, and comprehensively checked for defects and internal control. At the same time, relevant personnel who have been careless about the operation of this penalty business have been internally accountable. Second, continue to strengthen risk compliance control. The Bank requires all levels of institutions to take this as a guide, establish a "substantial risk" and "process compliance" management and control awareness, and strengthen the full-process and refined management of inter-bank investment business. Third, strengthen compliance and publicity. Since 2016, the Bank has taken the opportunity of implementing the National Financial Work Conference and the Banking Regulatory Commission's series of regulatory documents to create a “three-step” of compliance management with the “Thirteen Bans” and “Xing Hang Cheng” series of activities as the main line. Enhance the awareness of the entire bank's compliance culture. Actively guide all levels of institutions to strengthen the education of employees' compliance culture and professional ethics, and cultivate the bottom line thinking of employees' compliance management and law-abiding, and further safeguard the healthy development of the Bank's business.
(II) Punishment by Henan Banking Regulatory Bureau to Industrial Bank Zhengzhou Branch
1, the specific cause
In December 2017, Industrial Bank Zhengzhou Branch received the “Administrative Punishment Decision” issued by Henan Banking Regulatory Bureau (Yuyin Jianzhang Duan Zi [2017] No. 13), because the Industrial Bank Zhengzhou Branch was invested by Guangfa Bank Huizhou Branch. In the inter-bank investment business of the financial trust plan products of the Huizhou Qiaoxing Group as a financing party, the company violated the relevant regulations and prudent operation rules. The Henan Banking Regulatory Bureau confiscated the illegal income of the Industrial Bank Zhengzhou Branch for RMB 658.842 million. 1 time fine, a total of 133,764,200 yuan for fines and penalties, and a fine of 500,000 yuan for violating the prudent operating rules.
2. Transformation Fund information
In response to the punishment, the Bank has paid the fines and penalties in a timely manner, and this matter has not had any material adverse impact on the Bank's operation and management and financial status. In response to the problems reflected in the punishment, the Bank actively implemented the problem rectification and continued to strengthen internal control management. First, comprehensive accountability. The Bank has stopped carrying out business similar to this punishment, strictly implemented the “three three forty” and deepening the special management activities such as chaos in the market, and comprehensively checked for defects and internal control. At the same time, relevant personnel who have been careless about the operation of this penalty business have been internally accountable. Second, continue to strengthen risk compliance control. The Bank requires all levels of institutions to take this as a guide, establish a "substantial risk" and "process compliance" management and control awareness, and strengthen the full-process and refined management of inter-bank investment business. Third, strengthen compliance and publicity. Since 2016, the Bank has taken the opportunity of implementing the National Financial Work Conference and the Banking Regulatory Commission's series of regulatory documents to create a “three-step” of compliance management with the “Thirteen Bans” and “Xing Hang Cheng” series of activities as the main line. Enhance the awareness of the entire bank's compliance culture. Actively guide all levels of institutions to strengthen the education of employees' compliance culture and professional ethics, and cultivate the bottom line thinking of employees' compliance management and law-abiding, and further safeguard the healthy development of the Bank's business.
(3) Penalties of the China Banking Regulatory Commission on the head office of the Industrial Bank
1, the specific cause
In April 2018, the Bank received the “Administrative Punishment Decision” issued by the China Banking Regulatory Commission (Sin Insurance Supervision and Banking Penalty [2018] No. 1). In 2016, the China Banking Regulatory Commission conducted the Bank's 2015 business development. Comprehensive on-site inspection, the Bank and some branches have subordinated assets under the purchase and resale business, non-compliance, inter-bank investment acceptance of implicit third-party financial institution guarantees, non-real transfer of credit assets, no credit line or super credit line The company handled a total of 58.7 million yuan in fines for inter-bank business.
2. Transformation Fund information
In response to the above penalties, the Bank has paid the fines in a timely manner and submitted a rectification report to the China Banking Regulatory Commission. The main rectification measures include: (1) Strengthening inter-bank business management, implementing first-level review, strengthening credit line management, and strengthening business process control and inspection. Supervise and suspend various types of non-standard business; conduct risk investigation on the right to buy resale proceeds, standardize business development; (2) strengthen credit asset transfer management, improve system and mechanism construction, standardize disposal procedures, and strengthen infrastructure; (3) strengthen Wealth management, optimize management system, strengthen investment management and inspection and supervision; (4) Strengthen industry credit management, implement total amount control, strengthen customer management, and standardize business development. In addition, the Bank actively carried out rectification and accountability for violations, and imposed penalties on relevant responsible persons, including administrative sanctions, termination of labor contracts, notification of criticism, and economic penalties.
2. In addition to the above three penalties, other penalties, specific reasons and rectifications suffered by the company
During the period from January 1, 2015 to June 30, 2018, in addition to the above three penalties, other penalties imposed by the Bank and its holding subsidiaries mainly related to service charges, loans and bills business, foreign exchange business, wealth management business, etc. None of the above penalties have any material adverse impact on the Bank's business development and ongoing operations. In response to the punishment results, the Bank attaches great importance to it, pays the fines and penalties in full according to the requirements of the regulatory authorities, and carefully finds the reasons, actively promotes the rectification of the problems, and continues to carry out cross-checks, categorizing the gaps, preventing risks, and effectively improving the overall Regulation management and risk management and control capabilities, strengthen personnel training, and improve compliance awareness, professional competence and operational level of institutions and personnel at all levels. Specific reasons and corrective actions include:
(1) Service charges
The administrative penalties imposed by the Bank on service charges during the reporting period mainly involved financial advisory fees, asset management fees, custodial fees, account service fees, etc. The total amount of relevant penalties was approximately RMB 30 million. The Bank's specific rectification measures for the above issues include: (1) Continue to implement the work responsibility system. Supervise all departments of the Bank to perform their duties, and require relevant departments and branches of the head office to appoint special personnel to take charge of service fee compliance management; (2) strictly implement service price information disclosure and fully fulfill the obligation to inform customers. At the same time, according to the regulatory opinions and problems found in daily operation and management, the price list is continuously adjusted and improved; (3) The behavior of charging is continuously regulated. Timely formulate or update the revised operation procedures for charging operations, refine the specific charging operation requirements, and strengthen the normative construction of contract agreements; (4) Strengthen policy transmission and training, including strengthening compliance training and compliance testing for account managers. (5) Continuously optimize the intermediate business assessment mechanism, continue to set compliance internal control indicators, and include violations of self-sustaining charges and super-standard charges into the relevant departments and branches of the head office, and relevant responsibilities Institutions and individuals take disciplinary measures such as financial penalties and notifications.
(2) Loan and bill business
The administrative penalties imposed by the Bank during the reporting period were mainly on the management of loan business. The administrative penalties imposed on the bill business mainly involved the issue of the authenticity of the trade background and the business compliance issues that extended around the authenticity of the trade background. The total amount of punishment is about 29 million yuan. The Bank's specific rectification measures for the loan business include: (1) continuous pre-lending investigation of loans, loan review, and post-lending inspection management; (2) full application of the big data analysis tools provided by the risk early warning management system to strengthen the Dynamic monitoring and early warning of the whole process of the business; (3) Continue to carry out the risk investigation of the loan business, pay attention to the risk hazard of the stock business; (4) Conduct a series of compliance education activities and business training activities to strengthen the employee's compliance awareness. The Bank's specific rectification measures for the bill business include: (1) Strengthening the system construction, further revising the bill business system, and implementing the regulatory requirements of the regulatory agency in terms of trading background, source of funds, and use of funds; ) Intensify inspections, conduct special management on the focus of the bill business, guide the operating agencies to strengthen business management, and adhere to the bottom line of compliance; (3) Actively rectify and criticize, find problems in internal and external inspections, and establish rectification accounts at both branches and branches. Implement responsibility to people and ensure that "there must be rectification if there is a problem."
(III) Foreign exchange business
The administrative penalties imposed by the Bank in the foreign exchange business during the reporting period were mainly the failure to report the balance of payments statistics in accordance with the regulations. The handling of current account funds was not properly reviewed for the authenticity of the transaction documents and their consistency with foreign exchange receipts and payments. The main reason is that some operating agencies did not strictly follow the regulatory policies and the head office system, and the total amount of relevant penalties was about 7.84 million yuan. The Bank's specific rectification measures for the above problems include: (1) optimizing the construction of information systems, improving the ability of scientific and technological compliance, and improving the quality of data submission; (2) standardizing the self-discipline operation of the exhibition industry, strengthening the construction of personnel, and improving the staff of foreign exchange practitioners. (3) Increase the accountability of violations, conduct training and two-way supervision, and conduct regular comprehensive compliance inspections of cross-border business of branches, so that managers and employees at all levels “do not dare to commit or do not want to commit crimes”.
(4) Financial management business
During the reporting period, the administrative penalties imposed by the Bank's wealth management business mainly involved the sales operation of personal wealth management products and the non-compliance of personal wealth management funds investment. The main reason was that the Bank did not adequately train the business process of wealth management products sales personnel. The implementation of the regulatory policies and the Bank's system was not in place, and the relevant penalty amount was approximately 3.65 million yuan. The Bank's specific rectification measures for the above problems include: (1) Strengthening the control and control of sales of personal wealth management products. Strengthen the business process training of wealth management product sales personnel, do a good job in the sales process audio and video recording, the risk department takes the lead in organizing on-site inspections, formulating incentives and punishments; (2) optimizing the management system. Clearly define the position of the asset management department as the public product department of the head office, realize its overall management and centralized operation of the bank's wealth management business; (3) strengthen the investment management of wealth management funds, accelerate system development, strengthen system management and control, and improve the compliance of wealth management funds investment. Management and constraint verification mechanism to improve the investment management ability of wealth management business; (4) Continue on-site inspection and rectification of the creation, distribution and sales of wealth management products.
As of the date of the feedback reply, the above rectification has been completed.
III. The circumstances and rationality of the company being punished by the tax authorities during the reporting period
During the period from January 1, 2015 to June 30, 2018, the Bank's branches were subject to administrative penalties of 20 tax authorities, and the total amount of penalties was about 1.4 million yuan. The main reason for the punishment was that the branches did not withhold the regulations. Payment of personal income tax, irregular payment of taxes and fees, violation of invoices, etc., the main reason is that the specific handling personnel have understood the relevant laws and regulations, taxation policies, implementation is not in place or the tax policy is controversial, not subjective intentional tax evasion The penalty is minor, and the amount of single penalty is generally small.
The penalties of the above-mentioned tax authorities are fines, and the total amount accounts for a small proportion of the total assets of the Bank. The Bank actively cooperated during the inspection period and has paid the relevant fines in a timely and full amount as required by the regulatory authorities within the prescribed time limit.
The Bank has actively rectified the above penalties. Further improve tax administration from the aspects of tax policy learning, standardizing internal management assessment, and strengthening communication with tax authorities, including strengthening the training of tax law knowledge for responsible personnel and related business personnel, accurately grasping relevant laws and regulations, tax policy documents, and improving The ability of tax staff to work; strengthen daily communication and learning with local tax authorities, timely understand relevant policy changes, timely and accurately declare various taxes, and continuously improve the norms of taxation behavior.
4. Are there any defects in the internal control system, and whether it meets the requirements of the internal control system in Article 18 of the “Administrative Measures for Pilot Shares”?
(1) Internal control of the Bank
The Bank has established a sound organizational structure such as the shareholders' meeting, the board of directors, and the board of supervisors in accordance with the relevant provisions of the Company Law. It has introduced an independent director system and an external supervisory system, and has a strategy committee, a risk management committee, and a nomination committee under the board of directors. The Remuneration Appraisal Committee, the Audit and Related Party Transaction Control Committee, the Supervisory Committee and the Nomination, Remuneration and Appraisal Committee under the Board of Supervisors, and have a standardized operating system. At the same time, the Bank has formulated the "Articles of Association", "Rules of the General Meeting of Shareholders", "Rules of the Board of Directors", "Rules of the Supervisory Committee", "Basic System of Internal Control" and "Administrative Management of Internal Control" in accordance with the relevant laws and regulations. The Measures and other systems ensure that the relevant organizations operate in a system of relevant laws and regulations.
In accordance with the "Company Law", "Securities Law" and other laws and regulations, as well as the regulatory requirements of the China Securities Regulatory Commission, China Banking Regulatory Commission and the Shanghai Stock Exchange, the Bank follows the "Basic Standards for Internal Control of Enterprises" and its supporting guidelines, "Internal Commercial Banks". The specific requirements of the “Guidelines for Control” and “Guidelines for Internal Control of Listed Companies of the Shanghai Stock Exchange” adhere to the principles of “comprehensiveness, importance, checks and balances, independence, adaptability, and cost-effectiveness” in the internal environment, risk assessment, and control activities. Information, communication, internal supervision and other aspects continue to strengthen internal control measures, improve internal control mechanisms, and internal control requirements are effectively implemented in important links.
During the reporting period, the Bank earnestly implemented all economic and financial guidelines and policies, adhered to the general tone of work in a stable and progressive manner, and “developed stably, improved weak links and promoted reforms”, returned to the roots while deepening reform and firm transformation, and making solid progress. We enhanced the effort to improve our weak links, and comprehensively strengthen the construction of risk compliance internal control and operational support guarantee system. During the reporting period, the bank attached great importance to the development of internal control, continued to strengthen and optimize internal control mechanism centering upon internal environment, risk assessment, control activities, information and communication as well as internal supervision,so as to well safeguard the sustainable and stable development.
During the reporting period, the Bank adopted the following measures to emphasize and implement the internal control and “compliance-winning” concept: A. Further optimize and improve the compliance management and internal control assessment programs, and increase the assessment of key areas and violations; B. In the whole group, carry out the “Xing Voyage” compliance internal control and promotion activities, strengthen the awareness and communication of compliance awareness; C. Organize special inspection and management work, and strengthen the application of inspection results by checking the daily management and tracking mechanism of data; D. Sound Branch compliance management mechanism and structure, improve the long-term mechanism for abnormal transaction behavior management of employees including system automatic warning, “woodpecker” action, special investigation, accountability of violations, etc., and implement the concept of compliance throughout the operation and management. The process promotes the healthy and sustainable development of the company's business.
(II) The internal control evaluation of the Bank
According to the “2017 Internal Control Evaluation Report” of the Bank, the Bank evaluated the effectiveness of internal control on December 31, 2017 as the base date of the internal control evaluation report. The conclusion was: According to the major defects of internal control of the company's financial report. On the basis of the internal control evaluation report, there is no major defect in the internal control of the financial report. The Board of Directors believes that the company has maintained effective internal control over financial reporting in all major aspects in accordance with the requirements of the internal control system and related regulations. According to the company's non-financial reporting internal control major defects identification, on the base date of the internal control evaluation report, the company did not find any major defects in the internal control of non-financial reporting. There were no factors affecting the conclusions of the internal control effectiveness evaluation from the base date of the internal control evaluation report to the date of the internal control evaluation report.
(III) Internal control audit of audit institutions
According to the “Internal Control Audit Report” issued by Deloitte Touche Tohmatsu Certified Public Accountants (Special General Partnership) (Deshi Newspaper (Trial) (18) No. S00289), the Bank followed the “Intra-Enterprise Control” on December 31, 2017. The Basic Code and related regulations maintain effective internal control over financial reporting in all material respects.
(4) Supervision opinions of industry regulatory agencies
On August 30, 2018, the China Banking Regulatory Commission issued the “Administrative Opinions of the General Office of the Bank of China Insurance Supervision and Management Commission on Industrial Bank” for the issue of the preferred shares of Industrial Bank. The regulatory opinions on corporate governance and internal control are "In recent years, in accordance with relevant regulatory requirements, Industrial Bank has continued to strengthen corporate governance mechanisms and actively promote business process transformation and internal control system construction."
In summary, the Bank has timely rectified relevant issues in accordance with the requirements of the regulatory authorities, and timely and fully paid the fines and confiscations. The Bank's internal control system does not have major defects, which is in line with the 18th Measures for the Pilot Management of Preferred Stocks. Article on the requirements of internal control.
V. Opinion on verification of the co-sponsor institution and lawyers of the applicant
Upon verification, the joint sponsor institution and the applicant's lawyer believe that the results of the administrative punishment of the issuer during the reporting period are mainly warnings, corrections, confiscation of illegal gains and fines, and no approval for the issuer's legal existence or business operations. The major consequences of the revoked license, authorization or filing; the cumulative penalty amount of the above administrative penalty accounts for a very small proportion of the total profit of the issuer during the same period. The above-mentioned administrative penalties of the issuer have no material adverse impact on the issuer's principal existence, main business development and continuing operations in terms of nature, results and amount. With regard to the aforementioned administrative penalties, the issuer has paid the relevant fines and confiscations in accordance with the requirements of the relevant administrative penalty decisions, and timely corrected and corrected the problems pointed out by the regulatory authorities and rectified them. The issuer's internal control system is sound, which can effectively guarantee the company's operational efficiency, legal compliance and financial report reliability. There is no major flaw in the effectiveness of internal control, which is in line with Article 18 of the “Priority Stock Pilot Management Measures” on internal control. Claim.
Question 6: According to the application materials, in the case where the applicant rents the property to the other party, there is a large area of the house that has not yet been registered for the lease. Applicants are requested to supplement the disclosure in conjunction with the relevant requirements of the State regarding the registration of housing leases: (1) the specific reasons and reasonableness of the above circumstances, and whether they meet the relevant national policy requirements; (2) whether the above circumstances will cause the applicant's production and operation Significant adverse effects. We ask the sponsor institution to express verification opinion upon how the applicant implements the above stipulations.
Reply:
1. The specific reasons and reasonableness of the above situation, and whether it meets the relevant national policy requirements
(1) The specific reasons and reasonableness of the above situation
During the reporting period, the Bank leased property to other parties, and there are a large number of houses that have not yet been registered for lease registration. The main reasons are as follows:
1. As of June 30, 2018, the Bank is in the process of registering the registration of the lease in accordance with relevant regulations;
2. Because the lessor does not cooperate with the materials required for the registration of the housing lease, or the lessor has not obtained the real estate license in time or is unable to apply for the real estate license, it cannot provide the property ownership certificate, which may result in the Bank not being able to apply for the housing lease registration;
3. In practice, the real estate authorities in the areas where some branches of the Bank are located do not carry out the registration and registration of housing leases;
4. After signing the lease contract, it failed to file the case in time, and it was unable to make up the record after the expiration of the local regulations.
In summary, the Bank's failure to process the registration of the lease is mainly due to the non-coordination of the lessor and the policies of some real estate authorities.
(2) Whether it meets the relevant national policy requirements
1. Relevant provisions of the Measures for the Administration of Commercial Housing Leasing
(1) Article 14 of the Measures for the Administration of Commodity Housing Leases stipulates: “After 30 days after the conclusion of the housing lease contract, the parties to the house lease shall go to the competent department of the municipal, municipal or county people's government where the leased house is located (real estate) to handle the house lease. Registration."
(2) Article 23 of the Measures for the Administration of Commodity Housing Leasing stipulates: “If the case is not filed, the competent department of local construction (real estate) of the leased property shall order it to make corrections. If it fails to make corrections within the time limit, it will be fined up to 10,000 yuan. ."
2. Relevant provisions of the Judicial Interpretation of the Supreme People's Court on Several Issues Concerning the Specific Application of Law in the Trial of Cases of Urban Housing Lease Contract Disputes
The Judicial Interpretation of the Supreme People's Court on Several Issues Concerning the Specific Application of Laws in the Trial of Cases of Disputes over Urban Housing Lease Contracts clearly stipulates that: the parties shall not confirm that the contract is invalid in accordance with the provisions of laws and administrative regulations, and the people's court Not supported.
According to the above laws and regulations, the fact that some of the Bank's and branches' housing lease contracts have not been filed for registration procedures does not comply with the provisions of the Measures for the Administration of Commercial Housing Leasing. There is a legal flaw, and the relevant lessee entities are subject to real estate management due to such defects. The legal risk of departmental fines, but these laws do not affect the legal effect of the lease contract, and the Bank and its branches have the right to use the houses in accordance with the relevant lease contract. During the reporting period, the Bank did not have any penalties for the relevant competent authorities for failing to handle the procedures for registration of leases. The Bank will actively cooperate with and urge the lessor to jointly handle the procedures for registration of leases.
2. Whether the above situation will have a material adverse impact on the applicant's production and operation
(1) Rental property that has provided proof of ownership of the house
Among the leased properties that the Bank and its branches have not yet registered for lease registration, there are 1,030 leases that have not been registered for registration, but the lessor can provide the property of the leased property.
According to the relevant provisions of the Supreme People's Court on the Judicial Interpretation of Several Issues Concerning the Specific Application of Laws in the Trial of Cases of Disputes over Urban Housing Lease Contracts, the failure to go through the formalities of registration of leases does not affect the validity of the lease contract. The parties have not followed the laws and administrative regulations on the lease contract. If the case is required to be filed and the contract is invalid, the people's court shall not support it.
Therefore, the failure to apply for the registration of the lease of the leased property will not affect the validity of the lease contract and will not result in the Bank not being able to continue to use the leased house. The failure to apply for the registration of the lease of the above-mentioned leased property will not have a material adverse effect on the production and operation of the Bank.
(2) Rental property that does not provide/has not obtained the ownership certificate of the house
Among the leased properties that the Bank and its branches have not yet registered for lease registration, there are 384 properties that have not been registered for the lease registration, and the lessor has not provided or obtained the property ownership certificate.
1. Article 51 of the Contract Law of the People's Republic of China stipulates that a person who has no discretion shall dispose of the property of another person, and if the person who has been ratified by the right holder or who has no discretion has obtained the right of disposition after entering into the contract, the contract is valid. If the lessor of the above-mentioned rental house does not have the right to lease the property to the Bank and the follow-up of the owner of the leased house is not obtained, the above-mentioned lease contract is deemed to be invalid and the relevant lessee cannot continue to use the leased house. . Articles 228 and 58 of the Contract Law of the People's Republic of China stipulate that the renter may request to reduce the rent or not pay because the third party claims the right, so that the lessee cannot use or benefit the leased property. Rent; the party who is at fault for the invalidity of the contract shall compensate the other party for the losses suffered by the other party. If both parties are at fault, they shall bear corresponding responsibilities.
If the Bank has no right to continue to use the houses due to the above-mentioned lessor's disposition, the Bank has the right to require the lessor to compensate for the economic losses in accordance with the relevant provisions of the Contract Law of the People's Republic of China.
2. Most of the lessor in the lease contract promises legal ownership or sub-leasing rights to the leased house. There is no ownership right in the leased house. If the lessor causes losses to the Bank due to the commitment, it will compensate the Bank. Actual loss. According to the provisions of the above-mentioned lease contract, if the third party disputes the leased property due to the property rights of the leased property or the right of the lessor, the Bank has the right to influence the interests of the Bank under the lease contracts. Therefore, the loss suffered requires the lessor to compensate. Therefore, the risk of default on the lease contract will not have a material adverse impact on the Bank's production and operation.
3. The construction area of the above-mentioned leased property of the Bank accounted for a small proportion (8.90%) of the total area of the property used by the Bank. The substitution is strong. If the property ownership of the property is not affected, the use of the leased property will be affected. The Bank can find alternative rental houses that meet the requirements in a short period of time. The movement of such places will not have a material impact on the Bank's business operations and financial status.
III. Opinion on verification of the co-sponsor institution and lawyers of the applicant
Upon verification, the joint sponsor institution and the applicant's lawyer believe that the issuer's lease to the other party's leased property has not been processed for the registration of the lease, mainly due to the reasons of the lessor and some real estate authorities, and there is a legal flaw, but does not affect the lease contract. The legal effect, the issuer has the right to use the houses in accordance with the relevant lease contract. According to the provisions of the leased property rights provided by the lessor, the agreement of the lease contract and the provisions of the Contract Law of the People's Republic of China, if the owner's right or the right of the lessor affects the issuer's use, the lessor may be required to compensate the economy. Loss and removal to an alternative location will not have a material adverse effect on the issuer's production operations.
Question 7: According to the application documents, the external guarantee business is one of the company's regular businesses. Applicants are requested to further explain whether the above-mentioned external guarantee business of the company complies with relevant regulations in conjunction with the relevant requirements of the “Notice on Regulating the Capital Transactions of Listed Companies and Related Parties and the External Guarantees of Listed Companies”. We ask the sponsor institution to express verification opinion upon how the applicant implements the above stipulations.
Reply:
I. The external guarantee business of the Bank
The external guarantee business carried out by the Bank is a regular banking business approved by the People's Bank of China and the China Banking Regulatory Commission. As of December 31, 2015, December 31, 2016, December 31, 2017 and June 30, 2018, the Bank's guarantee business balances were RMB 132.130 billion, RMB 111.033 billion, RMB 121.059 billion and RMB 125.282 billion, respectively. yuan.
2. The requirements of the Notice and the self-inspection of the Bank's external guarantee business
According to the "Company Law of the People's Republic of China", the "Securities Law of the People's Republic of China", and the "Provisional Regulations on the Supervision and Administration of State-Owned Assets of Enterprises", the China Securities Regulatory Commission issued on August 28, 2003, Notice of Relevant Funds Transaction and Related Issues of Listed Companies' External Guarantees (hereinafter referred to as “Notice”), and revised on December 7, 2017, which provided guidance on external guarantees.
According to the provisions of the Notice relating to external guarantees, the Bank conducts self-inspection on external guarantee business, as follows:
	Relevant provisions on external guarantees in the Notice
	Description

	Second, strictly control the external guarantee risk of listed companies
	

	(1) A listed company shall not provide guarantees to the controlling shareholder and other related parties, any unincorporated units or individuals whose shares are less than 50% of the company.
	The Bank does not have any controlling shareholder and actual controller; the Bank relies on the true and legal business background to carry out various guarantee business with major shareholders and other related parties, and there is no external guarantee behavior other than the guarantee business, which is the major shareholder and other related parties. The guarantee business provided has fulfilled the corresponding review procedures in accordance with the Bank's related transaction control requirements.

	(2) The total external guarantee of a listed company shall not exceed 50% of the net assets of the consolidated accounting statements in the most recent fiscal year.
	During the reporting period, the Bank managed and approved the business amount as part of the customer's comprehensive credit line.

	(3) The "Articles of Association" of a listed company shall stipulate the approval procedures for external guarantees and the credit standards of the objects to be guaranteed. The external guarantee shall be approved by more than 2/3 of all members of the board of directors, or approved by the general meeting of shareholders; no direct or indirect debt guarantee shall be provided for the guaranteed object whose asset-liability ratio exceeds 70%.
	The Bank has formulated a letter-of-warranty business system in accordance with the Laws and Regulations of the People's Republic of China and the “Guidelines for the Due Diligence of Credit Grants of Commercial Banks”, and implemented the corresponding credit and approval procedures in strict accordance with the operational procedures of the letter-of-guarantee business; The procedure is implemented with reference to the approval process for credit products.

	(4) The listed company's external guarantee must require the other party to provide counter-guarantee, and the provider of the counter-guarantee should have actual ability to bear.
	The Bank performed the corresponding credit and approval procedures in strict accordance with the operating procedures of the letter of guarantee business;
According to the Articles of Association, the Bank “may not provide financing guarantees for the debts of shareholders and their related parties, except for shareholders and their related parties who provide counter guarantees on bank certificates or treasury bonds”. After self-examination, the Bank incurred a financing guarantee business with shareholders and its related parties in 2017, and has provided counter-guarantee by shareholders and their related parties in strict accordance with relevant requirements. Except for the above, the Bank did not provide financing guarantee business to shareholders and their related parties during the reporting period.

	(5) The listed company must strictly perform the information disclosure obligations of the external guarantees in strict accordance with the relevant provisions of the Listing Rules and the Articles of Association, and must provide all the company's external guarantees to the certified public accountants as required.
	The Bank has fulfilled the information disclosure of the external guarantee business in accordance with the relevant provisions of commercial banks, and has provided the CPA with relevant information on the Bank's external guarantee business.

	(VI) Independent directors of listed companies shall, in the annual report, make special explanations on the accumulated and current external guarantees of listed companies and the implementation of the above-mentioned provisions, and express independent opinions.
	The independent directors of the Bank have explained the external guarantees of the Bank in the annual report and issued independent opinions.

	Third, increase efforts to clean up the illegal funds and guarantees that have occurred
	

	(1) The listed company shall, within one month from the date of issuance of the Notice, carry out the capital transactions, capital occupation and external guarantees that have occurred to the listed company and the controlling shareholder and other related parties in accordance with the provisions of this Notice. check.
	The Bank has conducted a self-inspection of the Bank's external guarantees as required by the Notice.

	(2) The state-owned assets supervision and administration institution shall guide and coordinate the state-controlled listed company to solve the problem of illegal fund occupation and related guarantee, and require the relevant controlling shareholder to respect and safeguard the operating autonomy and legitimate rights and interests of the listed company, promote the listed company to operate and manage according to law, and improve the legal person. Governance structure to enhance the market competitiveness of listed companies.
	The guarantee business of the Bank and its major shareholders and other related parties belongs to the normal business scope of commercial banks, and has fulfilled the corresponding procedures in accordance with the company's letter of guarantee business operation procedures and related party transaction management requirements.

	(3) The board of directors of a listed company shall, in the light of historically formed funds occupation and external guarantees, formulate practical and feasible measures to ensure that the amount of funds occupied in violation of the provisions of this Notice and the contingent liabilities formed by external guarantees are in each fiscal year. At least 30% down.
	After self-examination, the Bank did not have any illegal external guarantees during the reporting period.


The external guarantee business is one of the Bank's regular banking business. The Bank relies on the real business background to carry out various guarantee business, and strictly implements the corresponding credit and approval procedures in accordance with the operational procedures of the guarantee business. During the reporting period, the Bank generated a financing guarantee business with shareholders and its related parties in total, and has provided counter-guarantee by shareholders and their related parties in accordance with the requirements of the regulatory authorities. After self-examination, the Bank did not have any illegal external guarantees during the reporting period.
Third, other provisions of the listed commercial banks' external guarantee business
(I) Security Law of the People's Republic of China
On June 30, 1995, the 14th meeting of the Standing Committee of the Eighth National People's Congress passed the "Guarantee Law of the People's Republic of China", which clarified the basic principles of guarantee activities, the guarantee methods and relevant business norms.
After self-examination, the Bank has formulated a business system related to external guarantees in accordance with the "Guarantee Law of the People's Republic of China" and relevant regulations of the regulatory authorities, and in accordance with the actual conditions of the Bank, and implemented the corresponding credit and approval procedures in strict accordance with the operational procedures of the letter of guarantee business.
(II) "Notice on Regulating the External Guarantees of Listed Companies"
In order to standardize the external guarantee behavior of listed companies and the banking industry financial institutions to approve the loan behavior provided by the listed company, and effectively prevent the listed company's external guarantee risk and financial institution credit risk, the China Securities Regulatory Commission issued the “Regulations on November 14, 2005”. Notice on the External Guarantee Behavior of Listed Companies (Zheng Jian Fa [2005] No. 120).
The "Notice on Regulating the External Guarantees of Listed Companies" clearly stipulates the relevant issues concerning the external guarantees of listed companies, and proposes that the "Notice" is inconsistent with the "Notice on Regulating the External Guarantees of Listed Companies". The “Notice on the Company’s External Guarantees” was implemented; at the same time, the fourth paragraph (3) of the “Notice on Regulating the External Guarantees of Listed Companies” supplemented the applicability of the regulations, stating that “the financial listed companies do not apply this "Notice" stipulates."
(3) Measures for the Administration of Related Transactions between Commercial Banks and Insiders and Shareholders
On April 2, 2004, the China Banking Regulatory Commission promulgated the Measures for the Administration of Related Transactions between Commercial Banks and Insiders and Shareholders (Order of the China Banking Regulatory Commission (No. 3 of 2004)), providing commercial banks with financing for related parties. Issues such as guarantees are clearly defined.
According to Article 29 of the Measures for the Administration of Related Transactions between Commercial Banks and Insiders and Shareholders, “Commercial banks may not provide guarantees for the financing activities of related parties, except that the related parties provide full counter-guarantee by bank deposit slips and national debts. ” During the reporting period, the Bank had a financing guarantee business with shareholders and its related parties in 2017, and the shareholders and their related parties have provided counter-guarantee in strict accordance with relevant requirements. Except for the above, during the reporting period, the Bank did not have any other financing guarantee business provided to shareholders and their related parties.
(4) "Regulations on Foreign Exchange Control of Cross-border Guarantees" and "Notice on Matters Concerning Macro-Prudential Management of Full-Scale Cross-border Financing"
In order to improve the cross-border guarantee foreign exchange management, standardize the income and expenditure behavior under cross-border guarantees, and promote the healthy and orderly development of cross-border guarantee business, the State Administration of Foreign Exchange issued the “Regulations on Foreign Exchange Control of Cross-border Guarantees” on May 12, 2014 ( Huifa [2014] No. 29) clearly stipulates the foreign exchange management requirements for domestic institutions to provide or accept cross-border guarantees; to further expand the cross-border financing space for enterprises and financial institutions, and facilitate domestic institutions to make full use of low-cost overseas funds, To reduce the financing cost of the real economy, the People's Bank of China issued the Notice on Issues Concerning Macro-Prudential Management of Full-Scale Cross-Border Financing on January 22, 2017 (Yinfa [2017] No. 9), clarifying the financial institutions' provision to customers. The foreign insurance loan is included in the cross-border financing risk-weighted balance calculated at 20%.
After self-examination, the Bank has formulated a management system for foreign-related guarantees and cross-border guarantee business exhibitions in accordance with the requirements of the above-mentioned regulations, and implemented the cross-border guarantee foreign exchange policy compliance management in strict accordance with the regulatory requirements and the internal system requirements. There was no situation where the macro-prudential balance of cross-border financing exceeded the upper limit.
In summary, the Bank has formulated a business system related to external guarantees in accordance with the Guarantee Law of the People's Republic of China and the relevant regulations of the regulatory authorities. During the reporting period, the Bank performed the corresponding credit and approval procedures in strict accordance with the operational procedures of the letter of guarantee business. For the financing guarantee business with shareholders and their related parties, the shareholders and their related parties have been required to provide counter-guarantee, and the cross-border guarantee foreign exchange policy compliance management is strictly implemented in accordance with the regulatory requirements and the requirements of the Bank's internal control related system. In the event that the macro-prudential balance of cross-border financing exceeded the upper limit, there was no violation of external guarantees during the reporting period.
Fourth, the Bank's external guarantee business risk control measures
The external guarantee business carried out by the Bank is a regular banking business approved by the People's Bank of China and the China Banking Regulatory Commission. The Bank has formulated a business system related to external guarantees in accordance with the Guarantee Law of the People's Republic of China and the relevant regulations of the regulatory authorities. The details of the Bank's external guarantee business risk control measures are as follows:
(1) Risk control measures for domestic guarantee business
In accordance with the Laws and Regulations of the People's Republic of China on Guarantee Law and the Interpretation of the Supreme People's Court on the Application of Certain Issues Concerning the Guarantee Law of the People's Republic of China, the Bank formulated the Measures for the Administration of RMB Guarantee Business of Industrial Bank, which is for the domestic guarantee business. The implementation has made clear specifications.
The risks that may be faced by the domestic letter of guarantee business are mainly due to the advance payment in the event of a bond payment. In response to the above risks, the Bank's risk control measures are as follows:
1. Customer access. Customers should have normal production and operation capabilities, be able to provide real and legal basic trading contracts, and have good performance and solvency.
2. Business review. The Bank incorporated the domestic guarantee business into the Bank's unified credit management. The credit review and approval department independently assessed the corporate credit risk, and strictly examined the authenticity of the business background, the reasonableness of the amount, and the clarity of the validity period.
3. Full process management. Strict examinations are required for the modification, payment and cancellation of the domestic guarantee business. The letter of guarantee is required to review whether the revised content is reasonable; the letter of guarantee is required to review whether the claim condition is established, whether the seal of the claim is true or not, etc.; if the letter of guarantee is cancelled, it shall be determined that the guarantee responsibility is extinguished and the conditions for cancellation are established.
4. Continuous monitoring. On-time management of the duration, pay close attention to the business operations, and take timely measures to detect potential risks.
(II) Risk control measures for foreign-related guarantee business
According to the "Guarantee Law of the People's Republic of China", "Interpretation of the Supreme People's Court on the Application of Certain Issues Concerning the Guarantee Law of the People's Republic of China", and the Notice of the State Administration of Foreign Exchange on the Issuance of Foreign Exchange Administration Regulations for Cross-Border Guarantees (Huifa [2014] No. 29), "Notice of the People's Bank of China on Matters Concerning Macro-Prudential Management of Full-Core Cross-Border Financing" (Yinfa [2017] No. 9) and other laws and regulations and international practices, the Bank formulated the "Administrative Measures on the Foreign-related Guarantee Business of Industrial Bank" The "Industrial Bank Cross-border Guarantee Business Exhibition Industry Specification" has clearly defined the development of foreign-related guarantee business.
The risk that the foreign-related guarantee business may face is mainly due to the possibility of advances in the occurrence of the bond payment and violation of the national foreign exchange management regulations, which may result in compliance risks. In response to the above risks, the Bank's risk control measures are as follows:
1. Customer access. The applicant and the guarantor shall have the ability to perform the contract under the guarantee. The foreign debtor's subject qualification is legal and compliant, and the use of the fund is only used for the relevant expenses within the normal business scope of the debtor. The source of the first repayment is fully reliable.
2. Business review. The Bank incorporated the foreign-related guarantee business into the Bank's unified credit management. The credit, documents and other departments independently reviewed the debtor's main qualifications, the use of funds under the guarantee, the expected source of repayment funds, the possibility of guarantee performance and the relevant trading background.
3. Full process management. Strict examinations are required for the modification, payment and cancellation of the foreign-related guarantee business. If the letter of guarantee is revised, it is required to review whether the revised content is reasonable; if the letter of guarantee is required to review whether the claim condition is established, etc.; if the letter of guarantee is cancelled, it shall be determined that the guarantee responsibility is extinguished and the conditions for cancellation are established.
4. Continuous monitoring. Manage the duration of the period on time, pay close attention to the operation of the company, and supervise the debtor in an appropriate manner to use the funds under the guarantee according to the stated purpose. If the risk is discovered, the disposal measures shall be taken in a timely manner.
To sum up, the external guarantee business is one of the regular businesses of the Bank as a commercial bank. The Bank has established clear business operation specifications and internal control systems for the two types of business guarantees and foreign-related guarantees, and strictly controls the business. The risks that may be faced in the process ensure the compliance and stable operation of the guarantee business.
V. Opinion on verification of the co-sponsor institution and lawyers of the applicant
Upon verification, the joint sponsor institution and the applicant's lawyer believe that the various types of guarantee services provided by the issuer to the client are one of the regular banking services approved by the People's Bank of China and the China Banking Regulatory Commission; the issuer has established corresponding business specifications for the guarantee business. And the risk control measures, and the corresponding credit management and approval process, the business operations as a whole meet the compliance requirements of the relevant regulations, in line with the regulatory requirements of the China Securities Regulatory Commission and the China Banking Regulatory Commission on the external guarantee business of listed banks.
Question 8: Applicants are requested to supplement the disclosure of this non-public offering, which will be issued once or in multiples. Whether the determination of this issuance method complies with the relevant provisions of laws and regulations. We ask the sponsor institution to express verification opinion upon how the applicant implements the above stipulations.
Reply:
I. Determination of the method of issuance
Article 40 of the “Measures for the Pilot Management of Preference Shares” stipulates that if a listed company issues preferred shares, it may apply for one approval and issue in multiples. The preferred shares issued in different times shall have the same terms except for the coupon rate.
Industrial Bank Co., Ltd. (our bank) has passed the Industrial Bank’s Proposal on Amendment Articles of Association in the 2017 Annual General Meeting held on May 25, 2018. The private stock will be offered privately in one or more times according to relevant regulations after being approved by CBIRC, CSRC and other regulatory authorities.
according to the by the bank upon 2017. Determine specific terms and scheme of this Offering before it occurs, formulate and carry out a final plan within the acope allowable to laws and regulations, CSRC's stipulations and the Articles of Association, according to the requirements of authorities and combining with the practical situation of the Company, including but not limited to confirming the quantity and scale, method and target of this Offering, specific clauses of dividend distribution, rating arrangement, special fund account and others concerned the plan, as well as determining the time of Offering, issuing once or in batched (including but not limited to specific offering times, quantity and scale, etc.);
After comprehensive consideration of various factors, in accordance with the authorization of the shareholders' meeting, the Bank fulfilled the necessary internal procedures and decided to adopt a one-off issuance method for the preferred shares issued this time. The determination of this issuance method complies with the legal procedures.
II. Opinion on verification of the sponsor institution
Upon verification, the joint sponsor institution and the applicant's lawyers believe that according to the provisions of Article 40 of the “Preferences for the Pilot Management of Preference Shares”, the issuer's 2017 Annual General Meeting of Shareholders considered the non-public issuance of domestic preferred shares. The Proposal of the Proposal and its authorization, and fulfilling the necessary internal procedures in accordance with the authorization, the issuer decides to adopt a single issuance method. The current issuance method determines that the procedures for compliance are in compliance with the relevant provisions of laws and regulations.
Ⅱ. General problems
Question 1: According to the application materials, the applicant has signed a contract document that is still in the process of applying for real estate warrants, a total of 255 properties, with a construction area of about 300,000 square meters. Applicants are requested to supplement the disclosure of the above-mentioned property rights certificate and whether there are legal obstacles. We ask the sponsor institution to express verification opinion upon how the applicant implements the above stipulations.
Reply:
I. Update on the handling of title certificates and whether there are legal obstacles
As of June 30, 2018, the Bank had signed 255 contract documents for the real estate license application, with a construction area of approximately 300,000 square meters. As of the date of this feedback reply, the details of the above-mentioned own property management certificate are as follows:
1. One of the above-mentioned self-owned properties of the Bank has obtained the “No Property Certificate” (黔(2018) Nanming District Immovable Property Rights No. 0036522);
2. One of the above-mentioned self-owned properties of the Bank is located on the first floor of Unit 1, Building 1, Weitai Building, No. 1 Weitai Avenue, the extension of the second phase of Urumqi Economic and Technological Development Zone. Due to changes in business plans, the layout of the business sites will be changed. Is performing the property disposal procedures;
3. In addition to the above two properties, the rest of the real estate is in the process of real estate warrant certificate. The Bank has the relevant contractual rights and interests in the real estate. There is no legal obstacle to the real estate warrants.
II. Opinion on verification of the sponsor institution
After verification, the joint sponsor institution and the applicant's lawyer believe that in addition to the above-mentioned real estate rights certificate and the property being legally disposed of, the other property issuers are actively handling the real estate rights certificate, and there is no legal obstacle to the real estate warrants of these real estates. .
Problem 2: please reveal measures and punishments taken or inflicted by securities regulatory bodies and exchanges, and related rectification measures; the sponsor institution should verify related matters and rectification measures, and verification express opinion on the result.
Reply:
The bank rigorously followed the laws and regulations of securities regulatory bodies and exchanges, so neither measures nor punishments were taken or inflicted by securities regulatory bodies and exchanges upon the bank in the past five years.
The bank rigorously followed the laws and securities regulatory bodies and exchanges, so neither measures nor punishments were taken or inflicted by securities regulatory bodies and exchanges upon the bank in the past five years.
The bank rigorously followed the laws and regulations of securities regulatory bodies and exchanges, so neither measures nor punishments were taken or inflicted by securities regulatory bodies and exchanges upon the bank in the past five years.
(1) Relevant information of the “Decision on Administrative Supervision Measures” issued by Ningbo Securities Regulatory Bureau in 2017
1. Status of regulatory measures
On March 1, 2017, the Ningbo Securities Regulatory Bureau issued the “Decision on the Correction of Measures for the Industrial Bank of Ningbo Branch”. The Ningbo Branch of the Bank has “product manager and management department responsible for fund sales business in the fund sales business”. The person in charge did not obtain the qualification of the fund; the employees of the individual outlets engaged in fund promotion and promotion, business consulting did not obtain the qualification of fund sales business, “the official website did not update the sales outlets and sales personnel qualification information in time”, “not provided to fund investors” "Investment rights and interests of securities investment funds"", "On the official website fund purchase platform, the promotion of the fund did not fully disclose the past performance of the fund," "there is no provision for the headquarters to branch and the branch to allow the fund sales business to be internal authority "and for non-compliance, in accordance with" Article 87 securities investment fund sales management approach ", ordered to be corrected Ningbo branch, Ningbo branch and request rectification report submitted before March 31, 2017.
2. Transformation Fund information
After receiving the above decision, the Bank attached great importance to it, and the head office business management department organized a self-inspection work for the agency-wide fund-based fund business compliance. The Ningbo Branch actively carried out rectification in accordance with the rectification requirements issued by the Ningbo Securities Regulatory Bureau, and timely submitted to the Ningbo Securities Regulatory Bureau the “Reform Report on the Special Inspection of the Securities Investment Fund Sales Business of Ningbo Branch of Industrial Bank”.
The main rectification measures of Ningbo Branch are as follows:
(1) In view of the fact that the individual outlets found in the inspection did not obtain the qualification for fund sales business, it is clearly stipulated that those who do not currently have a sales qualification certificate will be suspended from the fund agency sales business until the sales qualification certificate is obtained; the organization is responsible for the fund sales business. The product manager and the person in charge of the management department shall apply for the qualification examination for the fund, and obtain the qualification for the fund before the first half of 2017. If the qualification for overdue sales is not obtained, the job will be transferred according to the actual situation;
(2) The head office initiates information maintenance and publishes the latest sales outlets and sales personnel qualification information on the official website;
(3) Distribute the latest “Investors' Interests and Interests of Securities Investment Funds” to all outlets, and strictly require all outlets to provide “investment rights of securities investment fund investors” to fund investors;
(4) The head office conducts system transformation, and newly added “return rate since establishment”, “revenue rate in the past year” and “revenue rate in the past three years” on the fund information homepage to provide more complete and intuitive display of fund performance information;
(5) In response to the continuous enrichment of current consignment business products, the head office initiated a written process and clearly authorized the branches to carry out fund and other consignment business authorizations in accordance with official documents.
In addition, in the follow-up business operation process, Ningbo Branch will strengthen the emphasis and strengthen rectification, strengthen the fund sales compliance awareness and establish a continuous improvement mechanism to prevent the occurrence of non-compliant business phenomena.
(2) Relevant information on the "Decision on Administrative Supervision Measures" issued by the Shanghai Securities Regulatory Bureau in 2018
1. Status of regulatory measures
On September 12, 2018, the Shanghai Regulatory Bureau of China Securities Regulatory Commission issued the Decision on the Measures of Correction towards Industrial Bank Co., Ltd.. In the case of Deputy General Manager of the Asset Custody Department did not meet the statutory requirements and failed to pass relevant securities investment legal knowledge exam for senior management personnel, and do not have the qualification to take office, according to Administrative Measure on Custody Business of securities investment fund, the Bank was ordered to make rectification before October 25, 2018, improve the internal control system of fund custody business and strengthen the management of employees and submit a rectification report before October 25, 2018.
2. Transformation Fund information
After receiving the above decision, the Bank attached great importance to the problems and deficiencies in the management of the senior management personnel in the securities investment fund industry. The rectification team was set up to verify the relevant situation, sort out the relevant procedures and implement the rectification, and submit it to the Shanghai Securities Regulatory Bureau in time. The rectification report.
The main rectification measures of the Bank are as follows:
(1) Deeply reflect on the causes of the problems and take timely remedial measures. The comrades’ posts have been supplemented and rectified. The comrade was appointed as the deputy general manager of the asset custody department by the Bank on July 7, 2017. Since then, the Bank has found its qualifications for self-inspection and arranged for the comrade to participate in the fund custodian on May 2, 2018. The management personnel legal examination, and on May 8, 2018 in the fund industry association to complete the filing process of senior management qualifications, the problems and shortcomings of the fund industry executives have been rectified;
(2) Strengthening compliance awareness and further improving and strengthening the qualification management of senior executives in the fund industry of the Bank's custody business sector. Strengthen the study of the relevant regulatory requirements for the management of senior executives in the fund industry, strengthen the awareness of compliance, accurately grasp and conscientiously implement the requirements of supervision; improve the operational procedures for senior executives of the asset custody department; and formulate the management of senior executives in the fund management department The specification of specialized systems.
The bank rigorously followed the laws and regulations of securities regulatory bodies and exchanges, so neither measures nor punishments were taken or inflicted by securities regulatory bodies and exchanges upon the bank in the past five years.
Ⅳ. Opinion on verification of the sponsor institution
The joint sponsor institution consults the website of the China Securities Regulatory Commission and its dispatched institutions and the website of the Shanghai Stock Exchange to check the issuer's information disclosure documents, the internal control evaluation report, the internal control assurance report issued by the accountant, the issuer's internal system documents, and the issuer and The confirmation of its subsidiaries and other methods has examined whether the issuer has imposed penalties or regulatory measures by the securities regulatory authorities and exchanges in the past five years.
Through verification, the sponsor institution concedes that, in the past five the issuer rigorously followed the laws and regulations of securities regulatory bodies and exchanges, so neither measures nor punishments were taken or inflicted by securities regulatory bodies and exchanges upon the bank. The issuer was instructed by the Ningbo Securities Regulatory Bureau in 2017 and the Shanghai Securities Regulatory Bureau to correct the regulatory measures in 2018. The issuer has explained the situation of the adopted regulatory measures in accordance with relevant regulations and relevant rectification measures have been implemented.
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Sponsor:
                    Ji Gang Wu Guangbin
Hongta Securities Co., Ltd.
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Statement on Reply of Feedback to the Private Issuance of 
Domestic Preferred Stock of Industrial Bank Co., Ltd. 
I have carefully read all the contents of this report on the non-public issuance of domestic preferred shares of the Industrial Bank Co., Ltd., understand the verification process of the report, the core of the company and the risk control process, and confirm that the company performs the verification according to the principle of diligence and conscientiousness. The procedures and feedback reports do not contain false records, misleading statements or major omissions, and bear corresponding legal responsibilities for the authenticity, accuracy, completeness and timeliness of the above documents.
Chairman of the Sponsor (Signature):
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Sponsor:
                    Zhang Junyu Xiaoqun
Industrial Securities Co., Ltd.
(MM/DD/YY)
Statement on Reply of Feedback to the Private Issuance of 
Domestic Preferred Stock of Industrial Bank Co., Ltd. 
I have carefully read all the contents of this report on the non-public issuance of domestic preferred shares of the Industrial Bank Co., Ltd., understand the verification process of the report, the core of the company and the risk control process, and confirm that the company performs the verification according to the principle of diligence and conscientiousness. The procedures and feedback reports do not contain false records, misleading statements or major omissions, and bear corresponding legal responsibilities for the authenticity, accuracy, completeness and timeliness of the above documents.
Chairman of the Sponsor (Signature):
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