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Section 1 Definitions

General Terms

A Share(s)

Articles of Association
Associates

Beijing Stock Exchange
CG Code

Company Law

Company, the Company or

Guolian Securities
Connected Persons
Connected Transactions

Continuing Connected

Transaction(s)

Controlling Shareholder(s)

Cotton Textile

CSRC

2 Annual Report 2021

domestic share(s) of the Company with a nominal value of RMB1.00 each, which are

listed and traded on Shanghai Stock Exchange

the articles of association of the Company

has the meaning ascribed to it under the Listing Rules

Beijing Stock Exchange

the Corporate Governance Code in Appendix 14 of the Listing Rules

the Company Law of the PRC

Guolian Securities Co., Ltd.

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules and unless the context requires
otherwise, refers to the controlling shareholders of the Company, namely, Guolian
Group, Guolian Trust, Wuxi Electric, Minsheng Investment, Cotton Textile, Huaguang

Environmental, Guolian Industrial and Guolian Financial Investment

Wuxi Cotton Textile Group Co., Ltd.* (E#H—R4BEBEBRAR), a wholly-owned
subsidiary of Guolian Group, which holds 2.57% of the shares of the Company

The China Securities Regulatory Commission

GUOLIAN SECURITIES CO., LTD.



Director(s) and Board or

Board of Directors

GDP

General Meeting(s)

Guolian Capital

Guolian Chuangxin

Guolian Financial Investment

Guolian Futures

Guolian Group

Guolian HK

Guolian Industrial

Guolian Industrial

Investment

Guolian Trust

H Share(s)

Section 1 Definitions

The Director(s) and the board of Directors of the Company

Gross Domestic Products
the general meetings of the Company

Guolian Capital Co., Ltd.* (BHBEEARILE R REEAE), a wholly-owned subsidiary
of the Company

Wuxi Guolian Chuangxin Capital Company Limited* (BB AIFHIEEBE AT, a

wholly-owned subsidiary of the Company

Wuxi Guolian Financial Investment Group Co., Ltd.* (BB R EEBERAT),

a wholly-owned subsidiary of Guolian Group

Guolian Futures Co., Ltd.* (BB EAERMHBIRAE), 54.72% of the shares of which is
held by Guolian Group

Wuxi Guolian Development (Group) Co., Ltd.* (E#HEKEE (£E) ARAE),
which directly and indirectly holds 48.60% of the shares of the Company, the Controlling
Shareholder of the Company

Guolian Securities (Hong Kong) Limited, a wholly-owned subsidiary of the Company

Wuxi Guolian Industrial Investment Group Co., Ltd.* (EIFBEMBEX KL EEBERAT),

a wholly-owned subsidiary of Guolian Group

Wuxi Guolian Industrial Investment Co., Ltd.* (EIFEBEZEREARRAT), a directly

and indirectly wholly-owned subsidiary of Guolian Group
Guolian Trust Co., Ltd.* (BB EERINBRAE]), 91.87% of the shares of which is
held by Guolian Group directly and indirectly and it holds 13.78% of the shares of the

Company

overseas listed foreign share(s) of the Company with a nominal value of RMB1.00 each,
which are listed on the HK Stock Exchange and traded in HKD
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Section 1 Definitions

HK Stock Exchange or
Stock Exchange

The Stock Exchange of Hong Kong Limited
Hong Kong or HK

the Hong Kong Special Administrative Region of the PRC
Hua Ying Securities

the Company

Hua Ying Securities Co., Ltd.* (FEHFESHEBREEAE), a wholly-owned subsidiary of
Huaguang Environmental

Wuxi Huaguang Environmental & Energy Group Co., Ltd.* ({E$5ZE IR (R A RERE PR 15
BIRAT], 72.15% of the equity interest of which is held by Guolian Group, which holds
1.03% of the shares of the Company
IFRS include the standards, amendments and interpretations promulgated by International
Accounting Standards Board and the International Accounting Standards and
Interpretations issued by International Accounting Standards Committee
Jiangsu Xinfang
Listing Rules

Jiangsu Xinfang Industrial Co., Ltd.* CT & # A EX=RK D BRAR)

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited
Minsheng Investment

Wuxi Minsheng Investment Co., Ltd.* (EHREREARAT), a wholly-owned
subsidiary of Guolian Financial Investment, which holds 2.60% of the shares of the
Company
Model Code

the Model Code for Securities Transactions by Directors of Listed Issuer in Appendix 10
of the Listing Rules
PRC or China
Reporting Period

the People’s Republic of China

SAC

the period from 1 January 2021 to 31 December 2021
SAT

the Securities Association of China

State Administration of Taxation of the PRC

Annual Report 2021 |
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Shanghai Stock Exchange

Substantial Shareholder(s)

Securities and Futures
Ordinance or SFO

Securities Law

SME

Supervisor(s) and

Supervisory Committee

The Group

Wind

Wuxi Electric

Wuxi Rural Revitalization
Fund

Zhonghai Fund

Section 1 Definitions

Shanghai Stock Exchange
has the meaning ascribed to it under the Listing Rules

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)

the Securities Law of the PRC
small and medium-sized enterprise(s)

The Supervisor(s) and Supervisory Committee of the Company

The Company and its subsidiaries

Wind, an internet big data financial terminal which is intended for use by various
institutional users including all kinds of financial investment institutions, research

institutions and academic institutions

Wuxi Guolian Municipal Electric Power Co., Ltd.* ((EHHEE S BEHERAT), a
wholly-owned subsidiary of Guolian Industrial, which holds 9.43% of the shares of the

Company

Wuxi Rural Development and Revitalization Investment Fund (Limited Partnership) (&85
BNERIRELERES (BREE))

Zhonghai Fund Management Co., Ltd.* (/8B £ EEAERAF), 33.409% of the equity
interest of which is held by the Company

GUOLIAN SECURITIES CO., LTD. | Annual Report 2021 5



Section 1 Definitions

Technical Terms

Collective Asset Management an asset management contract entered into with multiple clients by a securities
Scheme firm, pursuant to which the clients’ assets are placed in the custody of
commercial banks or in other institutions approved by the CSRC which are

qualified to hold client transaction settlement funds for entrustment, and the

securities firm provides asset management services to the clients through

designated accounts

iDeal the instant message platform launched by China Foreign Exchange Trade System

(CFETS) for the inter-bank domestic and foreign currency market

Direct Investment Business a business in which the subsidiary set up by the securities firm leverages on its
own professional advantage to search for and find quality investment projects and
make equity or debt investment with their own or raised funds, so as to obtain

income from equity interest or debts

FICC fixed-income, currencies and commodities business

FOF fund of funds

Fund Investment Advisory fund investment advisory business

Futures IB the business activities in which securities firms, as commissioned by futures

companies, introduce clients to participate in futures transactions for the futures

companies and provide other related services

“General Direction 50” the Company creates a single or TOF or high-end customized configuration
service for Small Businesses, Large Customers with core assets configuration

pool featuring “private offering as the mainstay and public offering as the

supplement”
“IMF” International Monetary Fund
IPO the abbreviation for “Initial Public Offering”

6 Annual Report 2021 | GUOLIAN SECURITIES CO., LTD.



margin financing and

securities lending

NEEQ

QDLP

QFLP

REITs

Shanghai-Hong Kong
Stock Connect

Single Asset Management Scheme

Specialized Asset Management
Scheme

Stock Pledged Repurchase
Transaction

VR/AR

Section 1 Definitions

a collateral-backed operating activity in which securities firms provide clients with

monies to buy listed securities or with listed securities for sale
National Equities Exchange and Quotations

qualified domestic limited partner

qualified foreign limited partners

real estate investment trusts

a mechanism of inter-connection and inter-working between transactions of
Shanghai and Hong Kong stock markets under which Shanghai Stock Exchange
and HK Stock Exchange allow investors of the two sides to buy or sell the shares
(within a specified limit) listed on the stock exchange of the other side via local
securities companies (or brokers)

an asset management contract entered into by a securities firm with a single
client, pursuant to which the securities firm provides asset management services
to the client through the accounts under the client’s name

an asset management contract entered into by a securities firm with client
to specify the investment objectives that specifically cater for the special
requirements and asset structure of each individual client and provides asset
management service to client through a designated account

a transaction in which eligible funds receivers obtain financing from eligible funds
givers by pledging the stocks or other securities they hold and agree to return the

funds and discharge the pledge some day in the future

virtual reality/augmented reality

This report is prepared both in Chinese and English. In the event of any discrepancy between the two versions, the Chinese

version shall prevail.

Special note: Any discrepancies in this report between totals and sums of figures listed are due to rounding.

GUOLIAN SECURITIES CO., LTD. | Annual Report 2021 7



Section 2 Company Profile

1. Company Name

Registered Chinese Name: B ¥ z5 5 R 1D B R A
Registered English Name: Guolian Securities Co., Ltd.
Short Name in Chinese: B8 &

Short Name in English: Guolian Sec

2. Stock Code

HK Stock Exchange H Share Stock Code: 01456
Shanghai Stock Exchange A Shares Stock Code: 601456

3. Legal Representative
Mr. Ge Xiaobo (B/)\ii) (acting)
4. Registered Capital and Net Capital

Registered Capital: RMB2,831,773,168
Net Capital: RMB14.801 billion

5. Headquarters in China

Registered Address of the Company: No. 8 Jinrong One Street, Wuxi, Jiangsu Province, the PRC; Zip Code: 214000
Office Address of the Company: No. 8 Jinrong One Street, Wuxi, Jiangsu Province, the PRC; Zip Code: 214000
Company Website: www.glsc.com.cn

E-mail: glsc-ir@glsc.com.cn

Tel: 0510-82833209
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10.

11.

12.

13.

Section 2 Company Profile

Principal Place of Business in Hong Kong
40/F, Dah Sing Financial Centre, 248 Queen’s Road East, Wanchai, Hong Kong
General Manager (the President)

Mr. Ge Xiaobo (& /]\f)

Secretary of the Board

Mr. Wang Jie ()

Company Secretary

Ms. Lin Fanyu (#f A.5%)

Authorized Representatives

Mr. Ge Xiaobo (&/)\¥), Ms. Lin Fanyu (#f J,§%)

Auditors

Domestic: Deloitte Touche Tohmatsu Certified Public Accountants LLP

International: Deloitte Touche Tohmatsu
Legal Advisor (as to Hong Kong Laws)
Clifford Chance

Share Registrars

Share Registrar for A Shares: Shanghai Branch of China Securities Depository and Clearing Corporation Limited

Share Registrar for H Shares: Computershare Hong Kong Investor Services Limited

GUOLIAN SECURITIES CO., LTD. | Annual Report 2021 9



Section 3 Summary of Accounting and Business Data

I. Principal Accounting Data and Financial Indexes

(1 Principal accounting data and financial indexes for the recent three years

Year-on-Year
Items 2021 2020 Growth 2019

Operating results (RMB’000)
Revenue, net investment gains

and other income 4,231,270 2,682,023 57.76% 2,123,571
Profit before income tax 1,173,365 787,922 48.92% 686,485
Profit for the year - attributable to

shareholders of the Company 888,640 587,871 51.16% 521,343
Net cash used in operating activities -6,854,689 -5,370,839 - 1,240,788

Earnings per share (RMB/share)
Basic earnings per share 0.36 0.28 28.57% 0.27
Diluted earnings per share 0.36 0.28 28.57% 0.27

Profitability index
Increased by
Weighted average returns 0.86 percentage
on net assets (%) 7.27% 6.41% point 6.64%

Year-on-Year

31 December 2021 31 December 2020 Growth 31 December 2019

Scale index (RMB’000)

Total assets 65,939,239 46,219,949 42.66% 28,419,403
Total liabilities 49,558,170 35,625,779 39.11% 20,352,077
Accounts payable to brokerage

clients 11,182,579 9,327,198 19.89% 8,212,333
Equity attributable to shareholders of

the Company 16,381,069 10,594,170 54.62% 8,067,326
Total share capital ('000 shares) 2,831,773 2,378,119 19.08% 1,902,400

Net asset value per share
attributable to shareholders of
the Company (RMB/share) 5.78 4.45 29.89% 4.24
Decreased by
1.20 percentage
Gearing ratio (%)’ 70.08% 71.28% points 60.08%

i Gearing ratio = (total liabilities—accounts payable to brokerage clients)/(total assets—accounts payable to brokerage clients)

10 Annual Report 2021 | GUOLIAN SECURITIES CO., LTD.
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Section 3 Summary of Accounting and Business Data

Revenue, net investment gains Profit for the year-attributable to Weighted average returns
and other income shareholders of the Company on net assets
RMB100 Million RMB100 Million %
50 10.0 e 10.0
42.31 .
40
8.0 7.27
S 6.64
6.41
5.88
30 26.82 5.21 6.0
21.24 50
20 4.0
25
10 2.0
2019 2020 2021 2019 2020 2021 2019 2020 2021
Gearing ratio Scale merit
% RMB100 Million
80 700
71.28 70.08 GXD
600
60.08
60 495.58
500 462.20 - Total assets
400 356,26 | Totalliabilties
40
300 26413 Accounts payable to
" brokerage clients
203.52
20 200 163.81 Equity attributable to
o 10594 11183 W shareholders of the Company
100 8212 8067 %.
I . ) u i
31 December 31 December 31 December 31 December 31 December 31 December
2019 2020 2021 2019 2020 2021

Principal accounting data and financial indexes for the recent five years

Earnings (RMB’000)

ltems 2021 2020 2019 2018 2017

Revenue, net investment gains

and other income 4,231,270 2,682,023 2,123,571 1,496,815 1,792,803
Total expenses 3,059,604 1,905,089 1,457,452 1,434,713 1,178,884
Profit before income tax 1,173,365 787,922 686,485 71,652 516,678
Profit for the year — attributable to

shareholders of the Company 888,640 587,871 521,343 50,588 361,492
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Section 3 Summary of Accounting and Business Data

Assets (RMB’000)

31 December
2021

Total assets 65,939,239
Total liabilities 49,658,170
Accounts payable to

brokerage clients 11,182,579
Equity attributable to

shareholders of the Company 16,381,069
Total share capital (000 shares) 2,831,773

31 December
2020

46,219,949
35,625,779

9,327,198

10,594,170
2,378,119

31 December

2019

28,419,403
20,352,077

8,212,333

8,067,326
1,902,400

31 December
2018

21,283,776
13,634,592

5,694,621

7,649,184
1,902,400

31 December
2017

24,065,998
16,473,426

6,879,052

7,692,672
1,902,400

Key financial indexes

Basic earnings per share 0.36
Diluted earnings per share 0.36
Weighted average returns

on net assets (%) 7.27%

0.28
0.28

6.41%

0.27
0.27

6.64%

0.03
0.03

0.66%

0.19
0.19

4.82%

31 December
2021

Gearing ratio (%) 70.08%
Net asset value per share

attributable to shareholders

of the Company (RMB/share) 5.78

31 December
2020

71.28%

4.45

31 December

A )

60.08%

4.24

31 December
2018

51.25%

4.02

31 December
2017

55.82%

3.99
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Section 3 Summary of Accounting and Business Data

Revenue, net investment gains
and other income

RMB100 Million
50

42.31

40
30 26.82
21.24
20 17.93
14.97

2017 2018 2019 2020 2021
Gearing ratio
%

80
71.28  70.08

60.08
60 55.82
51.25
40
20

31 December 31 December 31December 31 December 31 December
2017 2018 2019 2020 2021

Profit for the year-attributable to
shareholders of the Company

RMB100 Million
10

8.89
5.88
5.21
4 361
2
0.51
-

2017 2018 2019 2020 2021
Total assets
RMB100 Million
800
700 659.39
600

500 462.20

400

300 28419
24066 515 84

200

100

31 December 31 December 31December 31 December 31 December
2017 2018 2019 2020 2021

GUOLIAN SECURITIES CO., LTD. |

Weighted average returns on net assets

%

7.27
6.64 641
6
4.82
0.66
[

2017 2018 2019 2020 2021

~

N}

Equity attributable to
shareholders of the Company

RMB100 Million
200

163.81

150
105.94
100
75.93 76.49 8067
50 I I I

31 December 31 December 31 December 31 December 31 December

2017 2018 2019 2020 2021
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Section 3 Summary of Accounting and Business Data

Il. Differences of Accounting Data under Domestic and Overseas
Accounting Standards

The consolidated financial statement prepared by the Company in accordance with the IFRS and the Accounting
Standards for Business Enterprises of the PRC show no difference in the net profit in 2021 and 2020 and the net
assets as at 31 December 2021 and 31 December 2020.

lll. The Company’s Net Capital and Related Risk Control Index

As at 31 December 2021, the net capital of the Company was RMB14.801 billion, representing an increase of 48.33%
as compared to the net capital of RMB9.978 billion as at the end of 2020. During the Reporting Period, the related risk
control indexes of the Company including net capital had complied with the regulatory requirements.

Unit: in RMB’000

31 December 31 December Regulatory
2021 2020 standard
Net capital 14,800,609 9,978,325 -
Net assets 16,068,831 10,451,951 -
Risk coverage ratio (%) 206.78 280.52 >100%
Capital leverage ratio (%) 25.27 23.48 > 8%
Liquidity coverage ratio (%) 219.28 322.37 >100%
Net steady fund rate (%) 158.41 165.38 >100%
Net capital/net assets (%) 92.11 95.47 >20%
Net capital/liabilities (%) 39.60 39.42 > 8%
Net assets/liabilities (%) 43.00 41.29 >10%
Proprietary equity securities and
their derivatives/net capital (%) 35.33 18.55 <100%
Proprietary non-equity securities and
their derivatives/net capital (%) 188.87 159.88 <500%
14 Annual Report 2021 | GUOLIAN SECURITIES CO., LTD.
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Section 4 Report of the Board

Board’s Discussion and Analysis on the Operation of the
Company during the Reporting Period

Overall Operation of the Company

For the whole year of 2021, the Group achieved revenue, net investment gains and other income amounting to
RMB4.231 billion, representing a year-on-year increase of 57.76%. Net profit attributable to shareholders of the
Company of RMB889 million was achieved, representing a year-on-year increase of 51.16%. As at 31 December 2021,
total assets of the Group was RMB65.939 billion; and net assets attributable to shareholders of the Company was

RMB16.381 billion and the weighted average returns on net assets was 7.27%.

The revenue generated from the brokerage and wealth management business was RMB1.157 billion, representing
a year-on-year increases of 23.20%; the revenue generated from the investment banking business was RMB591
million, representing a year-on-year increase of 63.13%; the revenue generated from the asset management and
investment business was RMB261 million, representing a year-on-year increase of 150.87%; the revenue generated
from the credit transactions business was RMB734 million, representing a year-on-year increase of 26.29%; and the
revenue generated from the proprietary trading business was RMB1.318 billion, representing a year-on-year increase of
95.25%.

Analysis of Principal Business

1) Brokerage and Wealth Management Business
Market Environment
In 2021, the overall market trading sentiment of domestic securities market was vibrant as compared with the
same period of last year. According to the information of the Shanghai and Shenzhen Stock Exchanges, the
annual stocks and funds trading volume on the Shanghai and Shenzhen markets was RMB276.30 trillion, and

the average daily turnover of stocks and funds was RMB1,137.024 billion, representing a year-on-year increase
of 25.33%.

GUOLIAN SECURITIES CO., LTD. | Annual Report 2021 15



Section 4 Report of the Board

Actions and Achievements

During the Reporting Period, the Company vigorously strengthened the efforts of soliciting clients’ assets,
and the asset size of high-net-worth clients and institutional clients achieved significant growth. The fund
investment advisory business was developed both internally and externally, whereby internally it consolidated
the foundation and externally established the fund investment advisory ecological chain for its business partner
to expand cooperation channels. It strengthened process management, solidly promoted product sales and
achieved a dual growth in product sales and income. The Company continued to introduce high-end and high-
quality products and created a product and service system for high-net-worth clients with its distinguished
characteristics to meet the deployment needs of high-net-worth clients. It sorted out and integrated corporate
resources, further improved private equity service chain, explored new models of private equity fund business
and enhanced comprehensive service capabilities for private equity fund business of the Company. It continued
to improve personnel efficiency, optimized income structure and deepened the transformation of wealth

management.

In 2021, the net income from agency sales of securities business of the Company was RMB494 million,
representing a year-on-year increase of 5.27%. During the Reporting Period, the transaction volume from the
agency sales of securities of the Company (shares and funds) was RMB2,723.058 billion with a market share
of 0.49%, representing a year-on-year increase of 2.08% as compared to 2020. As at the end of the Reporting
Period, the total number of customers was 1,385,600, representing an increase of 8.46% as compared to the

same period of last year.

Year-on-year

2021/ 2020/ increase/
end of 2021 end of 2020 decrease

Trading volume of shares and funds

(in RMB100 million) 27,230.58 21,280.62 27.96%
Number of securities brokerage clients
(in "0,000) 138.56 127.75 8.46%

During the Reporting Period, sales volume of financial products of the Company amounted to RMB45.749
billion, representing a year-on-year increase of 5.84%. Among which, sales volume of self-developed asset
management products amounted to RMB20.515 billion, representing a year-on-year decrease of 26.50%. Sales
volume of third-party fund products amounted to RMB15.318 billion, representing a year-on-year increase of
27.59%. Sales volume of third-party trust products amounted to RMB4.813 billion, representing a year-on-year
increase of 207.54%. Sales volume of other financial products amounted to RMB5.103 billion, representing a

year-on-year increase of 192.94%.
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Section 4 Report of the Board

During the Reporting Period, the fund investment advisory business of the Company witnessed its rapid
business development. As at the end of the Reporting Period, the total number of contracted accounts for fund
investment advisory of the Company was 150,300, with contracted asset size amounted to RMB10.263 billion,

continuing to maintain the leading position in the industry.
Outlook for 2022

In 2022, the Company will continue to improve its retail sales capabilities, propel the transformation of its
service model and consolidate the foundation of its retail business. According to the individual needs of
different clients, the Company will explore and try its “personalized” asset deployment service model for fund
investment advisory and stock investment advisory businesses, so as to improve customer experience, enhance
customer loyalty and promote the transformation of employees from product sales model to asset deployment
service model. The Company will continue to expand the pipelines coverage of fund investment advisory and
further expand business scale by leveraging the opportunity of Internet financial management rectification and
standardized supervision of investment advisory business. It will co-ordinate all business lines of the Company
to integrate resources and create a more professional institutional business mechanism, and strengthen team

building and cadre training to promote the sustainable development of wealth management business.
Investment Banking Business
The Company engaged in the investment banking business through Hua Ying Securities, its wholly-owned

subsidiary. Specifically, it mainly includes the equity financing business, bond financing business, financial

advisory business and NEEQ business.

GUOLIAN SECURITIES CO., LTD. | Annual Report 2021 17



Section 4 Report of the Board

18

Equity Financing Business

Market Environment

In 2021, with continuous deepening capital market reform, the merger of Shenzhen SME board and
the main board and the opening of Beijing Stock Exchange, important steps have been marched in
constructing a multi-level capital market, and a new pattern of coordinated development of multiple
market sectors has been formed. According to the statistics from Wind, in 2021, 1,212 equity financing
projects were completed in the Shanghai and Shenzhen A Share markets, with a total financing amount
of RMB1,817.785 billion, reaching a new high in the past five years in terms of financing size. Among
which, 524 IPO projects were completed during the year, representing an increase of 87 as compared
with last year, and the financing amount reached RMB542.654 billion, representing a year-on-year
increase of 12.92%. Both the number of IPOs and financing amount had set historical records. There
were 520 additional issuance projects completed during the year, representing an increase of 143 as
compared with last year, and the financing amount reached RMB908.258 billion, representing a year-on-
year increase of 8.84%. There were 168 other raising and issuance projects, with a financing amount of

RMB366.873 billion, basically the same as last year.

Actions and Achievements

In 2021, adhering to the concept of providing all-round services to its core customers, Hua Ying
Securities implemented the business strategy of focusing on specific regions, specific industries and
specific projects. The equity business developed rapidly, achieving the “dual breakthrough” in IPO
and refinancing business of Hua Ying Securities and a “good start” in the Beijing Stock Exchange
business. According to the ranking from Wind, the equity business of Hua Ying Securities achieved its
best historical ranking in the industry and ranked 23rd in terms of total underwriting amount of equity
business. Among which, the listed company’s refinancing underwriting amount ranked 16th and the
underwriting income ranked 6th. As the mainstream product of refinancing, the private replacement
underwriting amount ranked 9th and the underwriting income ranked 4th. All core indicators entered the

top 25 in the industry.

During the Reporting Period, Hua Ying Securities completed 9 equity underwriting and sponsorship
projects, including 2 IPO projects and 7 refinancing projects, 2 IPO sub-underwriting projects and
1 refinancing sub-underwriting project, with a total underwriting amount of RMB13.461 billion,
representing a year-on-year increase of 300.15%. At the same time, the equity business maintained a
good development momentum. Currently, there are 2 projects which had already obtained approvals
and were pending issuance, 3 projects are under review and 13 projects have been declared and

seeking consultation.
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Section 4 Report of the Board

The table below shows the details of equity underwriting and sponsorship business for the year:

Currency: RMB

Underwriting Number of Underwriting Number of

amount issuance amount issuance

(In 100 million) (Unit) (In 100 million) (Unit)

Initial public offering 6.83 2 12.91 4

Refinancing issuance 127.78 7 20.50 4

Sub-underwriting 0 3 0.23 1

Total 134.61 12 33.64 9
Outlook for 2022

In 2022, Hua Ying Securities will continue to expand its IPO business and strive to build it into a brand
business of investment banking; further deepen the business synergy with the parent company and
promote the transformation of the investment banking business through the “investment banking +
investment” model. It will seize the business opportunities of the Beijing Stock Exchange to promote
more professionalized, refined, specialized and novelty introverted champion enterprises to enter
the capital market. It will continue to strengthen the construction of contracting and underwriting
capabilities, improve the comprehensive service capabilities of investment banks and actively serve the

development of the real economy.

Bond Financing Business

Market Environment

In 2021, the issuance review policy of the bond market was more and more stringent, and the growth
rate of bond issuance slowed down as compared with previous years. According to statistics from Wind,
the total amount of bond issuance various types for the year was RMB61.75 trillion, representing a year-
on-year increase of 8.54%. Among which, the annual issuance volume of corporate bond was RMB3.45
trillion, representing a year-on-year increase of 2.46%. The annual issuance volume of enterprise bond
was RMBO0.44 trillion, representing a year-on-year increase of 12.05%.
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Section 4 Report of the Board

Actions and Achievements

In 2021, Hua Ying Securities demonstrated strong resilience in its business development in facing
tightening bond policies. The volume and size of bond issuance increased significantly compared with
last year, and its varieties continued to enrich. According to the ranking from Wind, the bond business
of Hua Ying Securities achieved historic highest ranking in the industry. The total underwriting amount of
bond business ranked 36th, up by 19 as compared with last year. Among which, the total underwriting
amount of enterprise bond, corporate bond and non-policy financial bond ranked 30th, up by 18
as compared with last year. The underwriting amount of corporate bond ranked 29th, up by 24 as

compared with last year. All core indicators entered the top 36 in the industry.

In 2021, Hua Ying Securities completed a total of 86 bond underwriting projects (lead underwriting and
joint lead underwriting) and 55 government bond sub-underwriting projects, with a total underwriting
amount of RMB43.138 billion, representing a year-on-year increase of 49.70%. In addition, Hua Ying
Securities had 43 bond projects which had already obtained approvals and were pending issuance, with
a pending issuance amount exceeded RMB100 billion and 25 bond projects with applications under

review.
The table below shows the details of bond underwriting business for the year:
Currency: RMB

2021 2020
Amount of Number of Amount of Number of

underwriting issuances underwriting issuances
(In 100 million) (Unit) (In 100 million) (Unit)

Enterprise bonds 13.20 4 19.50 5
Corporate bonds 393.56 80 262.51 40
Standardized bills 0.00 0 0.52 1
Debt financing plan 3.50 2 0.93 2
Local government bonds 21.12 55 4.70 19
Total 431.38 141 288.16 67

Note: The above bond projects include lead underwriting, joint lead underwriting and sub-underwriting.
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Outlook for 2022

In 2022, Hua Ying Securities will continue to give full play to its overall business advantages and provide
customers with all-round and comprehensive bond financing services. It will continue to consolidate
and improve the strengths of bond underwriting business in Wuxi and effectively serve the development
of the local real economy in Wuxi. It will strengthen the cooperation with the government, banks
and industrial parks, increase the development and service of high-quality customers, strengthen
the maintenance of investment institutions, expand bond sales network, and enhance bond sales

capabilities.

Financial Advisory Business

Market Environment

In 2021, the mergers and acquisitions and restructuring market remained sluggish. The Listed Company
Mergers and Acquisitions and Restructuring Review Committee of CSRC reviewed a total of 45
transactions during the year, and the overall number of companies was nearly halved compared to 2020.
Actions and Achieverments

In 2021, Hua Ying Securities completed 48 financial advisory projects (excluding NEEQ), including 1
financial advisory project for listed companies, 47 for other advisory projects, and achieved rapid growth
in the number of projects and business income.

Outlook for 2022

In 2022, with the full implementation of the registration system and the normalized issuance of IPOs,
the market demand for mergers and acquisitions and restructuring of listed companies will gradually
accumulate. Hua Ying Securities will always maintain its sensitivity to the mergers and acquisition

transaction policy, conduct in-depth research and analysis on business and industries, cultivate mergers

and acquisitions business, and improve comprehensive service capabilities of mergers and acquisitions.
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NEEQ Business

Market Environment

As at the end of 2021, the number of enterprises listed on NEEQ was 6,932, with a total market
capitalization of RMB1,957.494 billion. The total trading volume on the NEEQ market during the year
amounted to RMB81.999 billion, and total funds raised from the issuance of shares amounted to
RMB31.325 billion. The market turnover and total issuance financing decreased slightly as compared
with last year. As at the end of the Reporting Period, the NEEQ component index closed at 1,138.22,
representing an increase of 12.61% as compared with that of the end of 2020. The NEEQ market-
making component index closed at 1,455.68, representing an increase of 35.64% as compared with
that of the end of 2020.

Actions and Achievements

In 2021, the NEEQ business of Hua Ying Securities continued to operate on the basis of expanding
client coverage with value identification and actualization as the core, prepared for the listing business
of the Beijing Stock Exchange, propelled listing business and completed daily supervision work. At the
same time, it placed great emphasis on quality control and effective control of business risks. During the
Reporting Period, Hua Ying Securities completed 7 projects in relation to private placing for NEEQ and

ongoing supervision for 94 enterprises.

Outlook for 2022

In 2022, Hua Ying Securities will continue to improve the business management system and market
development system of NEEQ with value identification and actualization as the core, drive the
development of other relevant business and provide quality NEEQ integrated services for customers to

create good returns.
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Asset Management and Investment Business

Asset Management

Market Environment

2021 marked the “inauguration year of new asset management” when the “new asset management
regulations” are about to complete its transitional period. The asset management business entered
a new era of returning to active management and deepening net worth transformation. The pace of
public offering transformation of large-scale fund collections was accelerated and public offering REITs
were launched. Digitalized reformation accelerated business upgrades and ecological remodeling, and
product innovation continued to show its vibrancy. All asset management institutions continued to build
differentiated core competitive advantages, continuously strengthened comprehensive management
capabilities, and effectively served the investment and financing needs of the real economy. According
to the data from SAC, as of the end of December 2021, total size under entrusted management in the
securities companies reached RMB10.88 trillion, representing an increase of 3.563% as compared with
the end of 2020, and net income from asset management business of securities companies reached

RMB31.786 billion, representing a year-on-year increase of 6.10%.

Actions and Achievements

In 2021, for asset management business, the Company focused on customer needs, continued to
strengthen active management capabilities, accelerated the promotion of large-scale fund collections
to public offerings, and continued to improve investment and research standards, product creation
capabilities, pipeline marketing capabilities and compliance risk control efficiency. The Company
effectively provided professional asset deployment and underlying asset evaluation services according
to its own licenced advantages to form core strategy output and provided clients with comprehensive
financial service solutions for the full life cycle and the full business chain. As of the end of the Reporting
Period, according to the data from SAC, the asset management business of the Company ranked 23rd
in terms of entrusted size and ranked 34th in terms of net income, showing significant improvement in

industry ranking.

As of the end of the Reporting Period, the Company managed a total of 238 asset management
schemes, and the entrusted funds of the asset management business amounted to RMB102.412
billion, representing a year-on-year increase of 169.28%. Among which, the size of asset securitization

business amounted to RMB37.119 billion, representing a year-on-year increase of 2,262.76%.
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The table below shows the details of size of asset management and operating income:

Operating income

Size of asset management (In RMB ten thousand
(In RMB100 million) by SAC standards)

Category 2021 2020 2021

Collective Asset Management Scheme 130.36 7214 4,980.99 4,321.23
Single Asset Management Scheme 522.57 292.46 5,564.11 3,024.93
Specialized Asset Management Scheme 371.19 15.71 4,059.75 452.04
Total 1,024.12 380.32 14,604.86 7,798.20

Outlook for 2022

In 2022, the Company will continue to build the three core capabilities of the asset management
business, namely asset deployment capabilities, product coverage and evaluation and risk control of
products. It will deepen its asset deployment and pan-FOF platform construction, centering on the
general direction of its 50 systems. It will build a multi-strategy product pool integrating public and
private placements and provide long-term and stable product deployment services to promote the dual-

wheel driver of flexible asset deployment + “general direction” product deployment.

The Company will gather and integrate the advantages of internal and external channels and customer
resources. The Company will propel the steady growth of the entrusted asset management scale
through those methods such as optimizing product structure, improving investment performance and
strengthening sales service system, and will continue to create value and gain for customers. At the
same time, the Company will accelerate the digitalized construction of asset management business,
strengthen the construction of system platforms such as compliance and internal control, institutional

services, investment and research integration to ensure stable business operation.
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Private Equity Investment Business

The Company is engaged in private equity investment business through the equity investment fund
under its wholly-owned subsidiary, Guolian Capital.

Market Environment

Under the situation of global epidemic normalization, the market of private equity fund has gradually
recovered. According to statistics from CVSource, in 2021, a total of 9,350 funds in the private equity
market had completed a new round of fundraising, representing a year-on-year increase of 70.53%.
The investment size increased to US$233 billion, and the number of investment projects increased
by 17% year-on-year. In terms of industry, the investment in energy, finance, construction materials,
telecommunications, VR/AR, automobiles and other sectors increased sharply. Industries such as chips
and medicine were still the major fund-financing sectors, and the popular concepts such as “metaverse”
were also reacting quickly in the capital market. In terms of policies, new progress was seen frequently
in the construction of country’s multi-level capital market system. Pilot policies for QDLP and QFLP were
implemented in various regions. With the establishment of the Beijing Stock Exchange and the approval
of the transfer of private equity and venture capital shares in the Shanghai’s regional equity market, the
private equity investment market may continue to benefit.

Actions and Achieverments

In 2021, on one hand, Guolian Capital actively promoted the withdrawal of existing fund projects,
while accomplishing the management and service works of existing funds. On the other hand, Guolian
Capital made every effort to develop incremental equity investment business by strengthening internal
compliance management and strengthening business synergy. As of the end of the Reporting Period,
Guolian Capital completed the registration 12 fund products in total and the filing of a total of 10 funds.
Among which, 3 fund products with a size of RMB327 million were newly added in 2021.

Outlook for 2022

In 2022, Guolian Capital will continue to promote business development and team building. It will give
full play to the aggregate functionality of financial resources, enlarge and strengthen fund management
size. It will accomplish the investment management service works for established funds, conduct regular
follow-up visits and continue to pay attention to the performance of invested companies and potential
investment risks. It will maintain good communication with regulatory agencies, promote QDLP and
QFLP qualifications applications and fund establishment according to policy guidance as well as window
guidance. According to the latest policies requirements of SAC and business development requirements,
it will improve the various systems, covering the entire process of fundraising, investment, management
and withdrawal, and strengthen system support.
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(V)

Credit Transaction Business

Margin Financing and Securities Lending

Market Environment

In 2021, the fluctuation of the balance of margin financing and securities lending in the A-share
market showed a slightly upward trend. As of the end of the Reporting Period, the total balance of
margin financing and securities lending amounted to RMB1,832.191 billion, representing a year-on-
year increase of 13.17%, of which the balance of margin financing was RMB1,712.051 billion, and the

balance of securities lending was RMB120.140 billion.

Actions and Achievements

During the Reporting Period, the Company focused on the cooperation opportunity with public equity
to construct a system for the industry chain of securities lending and vigorously expanded the sources
of securities lending, and adopted a dynamic stock index futures hedging strategy to actively increase
the supply of securities sources for proprietary ETF. In view of frequent market credit business risks,
the Company strengthened pre-warning risk alert through strengthening compliance risk control
and management, and formulated a model plan for the conversion rate of guarantee securities and
underlying securities for the margin financing and securities lending business, so as to reduce the

probability of business risks, with no risk events occurred throughout the year.

As at the end of the Reporting Period, the total number of credit accounts of clients was 24,219,
representing a year-on-year increase of 5.57%. The total credit amount of margin financing and
securities lending of clients was RMB66.372 billion, representing a year-on-year increase of 16.03%. The
closing balance of margin financing and securities lending was RMB10.407 billion, representing a year-
on-year increase of 20.65%. Interest income from margin financing and securities lending was RMB613

million, representing a year-on-year increase of 41.24%.
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Outlook for 2022

In 2022, the Company will focus on securities lending in terms of the margin financing and securities
lending business, keep abreast of market business development trends, actively explore new ideas for
business development, and facilitate the enhancement of business scale. It will make greater efforts to
develop securities sources for state-owned legal persons and other corporate institutions and strategic
placements. Through strengthening public offering fund agency sales and early deploying insurance
companies, the Company will continue to lay a foundation for securities sources for special financial
institutions, strengthen cooperation with business competitors, and expand its proprietary securities
lending pool according to demand. It will refine the risk classification model of guaranteed securities
to adjust the scope and conversion rate of collateral in a timely manner, and strictly control business
risks. It will also actively establish a strategy research team to strengthen business strategy research,
and continue to provide business training and experience exchange for branches, so as to improve its

business professionalism and customer service capabilities.
Stock Pledged Repurchase
Market Environment

Currently, the stock pledged repurchase business of Shanghai Stock Exchange and Shenzhen Stock
Exchange are running smoothly. Regulatory authorities continue to promote the prevention of stock
pledged risks. Stock risk are basically under control, and the overall business scale of the market
maintains a gradual declining trend. However, the pressure of risk prevention and resolution still existed.
Currently, the polarisation is more obvious, and the new businesses mainly concentrate on high-quality
companies with better profitability. However, the formation of stock pledged business risks is affected
by a variety of factors and the prevention and resolution of stock pledged risks will take a long period of
time and is complicated. A cautious attitude still needs to be maintained and credit risk management still

needs to be further strengthened for self-funded stock pledged business.
Actions and Achievements

During the Reporting Period, the Company further clarified the development strategies of the stock
pledged repurchase business according to market conditions, and prudently and steadily conducted
its business under the premise of stringent control and solving business risks. The risk project scale of
stock pledged business of the Company was orderly reduced, and the risks were significantly resolved.
The equity incentive financing-oriented option exercise business for listed companies were carried out
smoothly, with continuous expansion in business scale, and this variety of financing instrument had

become the main source of funds for the equity incentives of listed companies.

GUOLIAN SECURITIES CO., LTD. | Annual Report 2021 27



Section 4 Report of the Board

28

As of the end of the Reporting Period, the principal balance of stock pledged repurchase business of
the Company was RMB3.815 billion, representing an increase of 23.74% as compared with RMB3.083
billion as at the end of 2020. Of which, the balance of investment (on-balance sheet) stock pledged
repurchase business was RMB2.289 billion, with an average performance guarantee ratio of 376.70%.
The balance of management (off-balance sheet) stock pledged repurchase business was RMB1.526
billion, with an average performance guarantee ratio of 405.53%. Moreover, as of the end of the
Reporting Period, the financing amount of financing-oriented option exercise business of the Company
was RMB480 million, representing an increase of 207.69% as compared with RMB156 million as at the
end of 2020.

Outlook for 2022

In 2022, the Company will continue to strengthen the credit risk assessment system and model
construction of stock pledge projects, enhance the risk management and control of the existing
business, and conduct risk prediction for the incremental part in advance. Also, on the basis of the
traditional model of its original self-funded stock pledge business, the Company will strengthen the
market expansion of financing-oriented option exercise business, customize comprehensive investment
and financing programs, and expand multi-dimensional service business by comprehensively focusing
on customer actual needs such as the substantial shareholders and senior management of listed

companies.

v) Proprietary Trading Business

Market Environment

The global economy began to recover in 2021, however, the uncertainty of the epidemic and the impact of
global supply chain still significantly undermined the global economy. From the perspective of the domestic
situation, as affected by various factors such as real estate regulation and resurgence of epidemic, the
downward pressure on China’s economy had increased since the second half of 2021. Meanwhile, the A-share
market has shown a momentum of transformation and intensified differentiation, and the volatility of indices,
industries and individual stocks had increased significantly. The CSI 500 index rose by 15.6% as compared with
that of the end of the previous year, while the CSI 300 index fell by 5.2% as compared with that of the end of

the previous year.
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With increasing downward pressure on macroeconomy and the marginal relaxation of monetary policy since
July, the central bank had reduced the deposit reserve ratio twice by 1 percentage point in total, and the one-
year LPR rate was reduced by 5BP in December. Against the above economic and policy context, the bond
yields went up and then dropped in 2021. The valuation yield of 10-year China Treasury Bonds once climbed
up to approximately 3.30% in the first quarter, and the fluctuation center dropped to approximately 3.10% in the

second quarter, then gradually fell thereafter, and closed at a yearly low level of 2.78% at the end of the year.
Actions and Achievements

For equity proprietary trading business, the Company has all along been adhering to its principle of value
investment and taking absolute return as the direction, adopted fundamental research as starting point, focused
on under-valued industries and companies that had good growth potential, and developed the business steadily
while taking risks and returns into consideration. In 2021, the equity proprietary trading business strengthened
the research and judgment on the market direction and dynamics, actively deployed cyclical industry sectors,
and conducted in-depth research and exploration of investment opportunities in high-growth emerging
industries. The investment yield for the year significantly outperformed the CSI 300 index and the median level

of the partial share mixed fund over the same period, achieving better investment returns.

For fixed income business, with customer needs as the fundamental, the Company has actively participated
in business innovation, achieved stable investment returns under the premise of strictly controlling risk, and
further increased its market influence. In 2021, as an investor, the Company actively participated in innovative
businesses such as the issuance of short-term financing quotations by securities brokers, the underwriting and
distribution of iDeal system bonds, and was honoured the Market Innovation Award among the outstanding
member institutions in the inter-bank local currency market in 2021 selected by the National Interbank Funding
Center. The Company had conducted in-depth research on and successfully released the “China Bond-Guolian
Securities Yangtze Delta Select Short-term Bond Balance Index”, better serving the development strategy of

integration of Yangtze River Delta region while meeting customer needs.

For equity derivatives business, the OTC derivatives business of the Company continued its development and
innovation, business transaction models had been continuously enriched, transaction services and product
design capabilities had been continuously enhanced, and transaction volume grew rapidly, which basically
achieved full coverage of mainstream business products and transaction structures in the market. According
to the operating income information of securities companies that based on counter-party transactions between
counters and institutional clients released by SAC in 2021, the Company entered top 20 in the industry for
the first time. In 2021, the cumulative notional principal of OTC option and income swaps signed in the year

increased by 241% year-on-year.
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Outlook for 2022

For equity proprietary trading business, the Company will continue to put greater efforts in research, expand
the dimensions of fundamental research, improve investment system construction, strengthen market research
and judgment, and develop stock investment business steadily. The domestic A-share market still has better
structural opportunities against the context of stable macroeconomic growth. However, the industry valuations
are significantly differentiated and market expectations are more aligned, which will lead to higher requirements
for selecting and grasping opportunities. In 2022, the equity proprietary trading business of the Company
will continue to aim at securing reasonable absolute returns, select individual stocks from the perspective of
valuation and growth matching, and flexibly adopt position adjustment, futures and other methods to hedge
periodic systemic risks, and continue to explore and develop various strategy investment systems such as

private placement investment and convertible bond investment, so as to cope with various market conditions.

For fixed income business, the Company will continue to strengthen its investment and research capabilities,
strengthen the rotation allocation of various major assets, strengthen the development of hedging and arbitrage
strategies with small exposure and low volatility, strengthen the development of quantitative strategies and fixed
income + strategies, and strengthen credit risk screening, and achieve a steady increase in profitability in a
low-yield environment through strategy diversification and management refinement. The Company will continue
to adhere to the business philosophy of “seller” fixed income with serving customers as the fundamental, and
continue to expand and strengthen the capital intermediary business, with a view to provide customers with

featured products and comprehensive demand solutions.

For equity derivatives business, the Company will continue to improve product supply and transaction services,
gradually expand the scale of transaction services, and further enhance the comprehensive transaction service

capabilities and product design capabilities of the Company.
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Financial Statements Analysis

1.

Analysis on the Profitability of the Company during the Reporting Period

During the Reporting Period, the recovery of the domestic economy was sound, and the overall market trading
sentiment of domestic securities market was vibrant. Following the A Shares IPO in 2020, the Company
successfully completed the non-public issuance of A Shares, resulting in continuous expansion of capital
strength and continuous innovation of new products and services, the overall business layout has become more

reasonable, diversified and stable, and the profitability has grown rapidly.

During the Reporting Period, the Group generated total revenue, net investment gains and other income of
RMB4,231.27 million, representing a year-on-year increase of 57.76%. Net profit attributable to shareholders of
the Company amounted to RMB888.64 million, representing a year-on-year increase of 51.16%. Earnings per
share amounted to RMBO0.36, representing a year-on-year increase of 28.57%. The weighted average returns

on net assets amounted to 7.27%, representing a year-on-year increase of 0.86 percentage point.

Asset Structure and Asset Quality

As at the end of the Reporting Period, total assets of the Group amounted to RMB65,939.24 million,
representing an increase of 42.66% as compared to RMB46,219.95 million as at the end of 2020. Total liabilities
amounted to RMB49,558.17 million, representing an increase of 39.11% as compared to RMB35,625.78 million
as at the end of 2020. Equity attributable to shareholders of the Company amounted to RMB16,381.07 million,
representing an increase of 54.62% as compared to RMB10,594.17 million as at the end of 2020.

During the Reporting Period, the asset structure remained stable with sound asset quality and liquidity. As
at the end of the Reporting Period, total assets of the Group comprised of: cash assets, which amounted
to RMB14,168.96 million, representing 21.49% of the total assets, and primarily included cash and bank
balances (including cash held for brokerage clients), clearing settlement funds and refundable deposits; margin
financing assets, which amounted to RMB13,749.47 million, representing 20.85% of the total assets, and
primarily included margin accounts receivable and financial assets held under resale agreements; financial
investment assets, which amounted to RMB37,117.70 million, representing 56.29% of the total assets, and
primarily included interests in associates and investment in financial assets; and operating assets including
other property and equipment, which amounted to RMB903.10 million, representing 1.37% of the total
assets, and primarily included property and equipment, and intangible assets. During the Reporting Period,
the Group made corresponding impairment provision for margin accounts receivable, financial assets held
under resale agreements, accounts receivable and other receivables, debt instruments at fair value through
other comprehensive income. There was no evidence showing that other assets may be subject to significant

impairment.
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In light of market condition, the Company strengthened its liquidity management, expanded its business scale
and prevented credit risk. As at the end of the Reporting Period, liabilities after deducting accounts payable to
brokerage clients amounted to RMB38,375.59 million, representing a year-on-year increase of RMB12,077.01
million or 45.92%. The gearing ratio of the Group was 70.08%, representing a decrease of 1.20 percentage
points from 71.28% as at the end of 2020 (Note: Gearing ratio = (total liabilities — accounts payable to
brokerage clients)/(total assets — accounts payable to brokerage clients)). Operating leverage ratio was 3.34
times, representing a decrease of 4.02% from 3.48 times as at the end of 2020 (Note: Operating leverage ratio

= (total assets — accounts payable to brokerage clients)/equity attributable to shareholders of the Company).

Financing Channels and Financing Capability

Through equity financing and various types of financing methods including debt financing, the Company
continued to supplement its working capital and constantly enhancing its capital strengths to ensure the
liquidity security of the Company. During the Reporting Period, the Company raised funds a total of RMB5.09
billion through the non-public issuance of A Shares, and cumulatively added RMB14.555 billion through various
debt financing instruments (excluding inter-bank borrowing transactions and issued floating-income type
income certificates), and repaid the principal of matured debt financing of RMB10.075 billion cumulatively. The
remaining amount of outstanding debt financing of the Company at the end of 2021 was RMB18.34 billion in
total. The average interest rate level of new debt financing decreased compared with previous years. In addition,
there was outstanding inter-bank credit lending of RMB 400 million, and the subsidiary in Hong Kong borrowed

US$6 million from overseas financial institutions.
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Liquidity Management Information of the Company

The Company has always paid great attention to liquidity management by adhering to the principles of
comprehensiveness, prudence and foreseeability and focusing on the organic integration of the security, liquidity
and profitability of capital, so as to ensure the safety and control of the overall liquidity of the Company. The
Asset and Liability Committee of the Company is responsible for the overall planning of asset and liability
deployment and structure, and equipped with a sound management system and corresponding business
processes for management. In light of the development of the market and industry and combined with the
Company’s strategic deployment and actual situation, asset and liability deployment are analysed multi-
dimensionally with constant optimization of asset and liability deployment, ensuring that the scale and term
structure of assets and liabilities meet business development while maintaining appropriate high-quality liquid
assets. The Company has established sound liquidity risk management system to strengthen the monitoring
and control of daily liquidity situation and liquidity risk, and keep abreast of the demand for and application
of funds in a timely manner. It regularly submitted liquidity monitoring statement and analysis of changes. At
the same time, the Company assessed its liquidity pressure under extreme conditions through liquidity risk
stress tests, so as to ensure the liquidity monitoring indicators in every period continued to meet the regulatory

requirements. It made liquidity contingency plans to prevent sudden liquidity risks.

During the Reporting Period, the overall liquidity risk of the Company was controllable and remained at a more

secured level.
Cash Flows

As the Group’s cash outflow generated from the operating activities and investing activities in the current year
was more than the cash inflow from financing activities, the net increase in cash and cash equivalents was
RMB-4,001.19 million.

Net cash flows from operating activities in 2021 was RMB-6,854.69 million, representing a year-on-year
decrease of RMB1,483.85 million as compared with RMB-5,370.84 million for the corresponding period in
2020. Net cash flows from investing activities in 2021 was RMB-6,322.03 million, representing a year-on-year
decrease of RMB4,989.38 million as compared with RMB-1,332.65 million for the corresponding period in
2020. Net cash flows from financing activities in 2021 was RMB9,175.54 million, representing a year-on-year
increase of RMB38.63 million as compared with RMB9,136.91 million for the corresponding period in 2020. Net
increase in cash and cash equivalents in 2021 was RMB-4,001.19 million, representing a year-on-year decrease
of RMB6,434.61 million as compared with RMB2,433.42 million for the corresponding period of 2020.
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6. Analysis of Financial Data
(1) Iltems under income statement
Summary of financial results

During the Reporting Period, the Group’s profit before income tax amounted to RMB1,173.37 million,

representing a year-on-year increase of 48.92%. The key financial results are as follows:

Unit: in RMB million

Increase/ Growth rate

ltems 2021 2020 decrease year-on-year
Revenue
Commission and fee income 1,676.44 1,107.42 569.02 51.38%
Interest income under effective
interest method 1,157.63 891.16 266.47 29.90%
Net investment gains 1,393.65 678.86 714.79 105.29%
Other income 3.55 4.59 -1.04 -22.66%

Total revenue, net investment

gains and other income 4,231.27 2,682.02 1,5649.25 57.76%
Total expenses 3,059.60 1,905.09 1,154.51 60.60%
Profit before income tax 1,173.37 787.92 385.45 48.92%
Income tax expense 284.73 200.05 84.68 42.33%
Profit for the year 888.64 587.87 300.77 51.16%
Net profit attributable to

shareholders of the Company 888.64 587.87 300.77 51.16%
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Revenue structure

During the Reporting Period, total revenue, net investment gains and other income of the Group
amounted to RMB4,231.27 million, representing a year-on-year increase of 57.76%, among which,
39.62% was generated from commission and fee income, representing a year-on-year decrease of
1.67 percentage points; 32.94% was generated from net investment gains, representing a year-on-year
increase of 7.63 percentage points; 27.36% was generated from interest income under effective interest
method, representing a year-on-year decrease of 5.87 percentage points. The revenue structure of the

Group in the past four years was as follows:

Percentage 2021 2020 2019 2018
Commission and fee income 39.62% 41.29% 39.22% 44.16%
Interest income under effective

interest method 27.36% 33.23% 40.68% 59.04%
Net investment gains 32.94% 25.31% 19.83% -3.64%
Other income 0.08% 0.17% 0.27% 0.44%
Total 100.00% 100.00% 100.00% 100.00%

The bar chart below shows the structure comparison:
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From the changes in revenue structure, the Company adhered to the prudent value investment
strategy, closely followed market changes, proactively participated in business innovation, enriched
trading varieties and optimized investment portfolios, and hence the proportion of net investment
gains increased significantly. The Company enhanced customer asset introduction and made solid
progress in product sales to deepen wealth management transformation, and as a result, the proportion
of commission and fee income remained stable. Under the premise of strictly controlling risks, the
Company vigorously enlarged the scale of margin financing business while orderly controlling the scale

of stock pledge business, and its interest income continued to decrease.
Commission and fee income
During the Reporting Period, the Group’s commission and fee income consists of the followings:
Unit: in RMB million

Increase/ Growth rate

decrease year-on-year

Commission and fee income

Securities brokerage 883.57 745.46 138.11 18.53%
Underwriting and sponsorship 456.71 202.24 254.47 125.83%
Investment consultancy and

financial advisory 174.58 81.51 93.07 114.18%
Asset management 142.25 72.68 69.57 95.72%
Others 19.33 5.53 13.80 249.55%
Total commission and fee income 1,676.44 1,107.42 569.02 51.38%
Commission and fee expenses 330.87 231.93 98.94 42.66%
Net commission and fee income 1,345.57 875.49 470.08 53.69%
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The Group’s commission and fee income consists of:

8.49% 1.15% 6.56% 0.50%
. 0 B 0

52.71%  7.36% T\ 67.32%

10.41%

N

@ Securities brokerage

Underwriting and sponsorship

2021 - 2020

Investment consultancy and
financial advisory

Asset management

27.24%

@ Others

During the Reporting Period, commission and fee income of the Group amounted to RMB1,676.44
million, representing a year-on-year increase of 51.38%. Income from underwriting and sponsorship,

investment consultancy and financial advisory as well as asset management increased significantly.

The investment banking equity and debt financing business went hand in hand, with an underwriting
scale of RMB56.6 billion, representing a year-on-year increase of 76%. The business structure became
more balanced, and underwriting and sponsorship income from investment banking business increased
by RMB254.47 million, representing a year-on-year increase of 125.83%. Adhering to the basis of
expansion of customer coverage and the core of value discovery and value realization, the Company
promoted fund investment advisory business and listing business, and completed daily supervision
work. Income from investment consultancy and financial advisory increased by RMB93.07 million,

representing a year-on-year increase of 114.18%.

In terms of asset management business, the Company continued to strengthen its active management
capabilities with entrusted assets exceeded RMB100 billion, representing a year-on-year increase of
169%, and income from asset management increased by RMB69.57 million year-on-year, representing

an increase of 95.72%.

In 2021, the securities market became more active, as a result, the transaction volume of stocks and
funds increased by 25% year-on-year. The Company enhanced the introduction of client assets, and the
market share of stocks and funds increased steadily, and the commission and fee income generated
from securities brokerage business increased by RMB138.11 million, representing a year-on-year

increase of 18.53%.
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Interest income under effective interest method

During the Reporting Period, net interest income of the Group amounted to RMB215.75 million,
representing a year-on-year decrease of 29.41%. The Group’s interest income under effective interest
method for 2021 consists of the following:

Unit: in RMB million

Increase/ Growth rate
Items 2021 2020 decrease year-on-year

Interest income under

effective interest method
Interest income from bank

deposits 265.18 275.40 -10.22 -3.71%
Interest income from financial

assets held under resale

agreements 142.42 169.00 -26.58 -15.73%
Interest income from margin
financing 608.86 428.69 180.17 42.03%

Interest income from debt
instruments at fair value
through other comprehensive
income 141.17 18.08 123.09 680.81%

Total interest income under

effective interest method 1,157.63 891.16 266.47 29.90%
Interest expenses 941.88 585.53 356.35 60.86%
Net interest income 215.75 305.63 -89.88 -29.41%

The Company seized market opportunities, actively adjusted trading strategies, innovated business
models and enriched trading varieties, the interest income from debt instruments at fair value through
other comprehensive income increased by RMB123.09 million, or 680.81% year-on-year;

The Company continuously improved its professionalism and customer service capabilities with
customer needs as the core. The scale of margin financing increased constantly and interest income
from margin financing increased by RMB180.17 million, or 42.03% year-on-year;

The Company carried out businesses prudently and steadily under the premise of strictly controlling
and resolving business risks, and as a result, the interest income from financial assets held under resale
agreements decreased by RMB26.58 million, or 15.73% year-on-year;

The Company fully supported the growth of business scale and expanded financing channels, the
interest expenses increased by RMB356.35 million, or 60.86% year-on-year.
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Net investment gains

During the Reporting Period, the Company adhered to principles of value investment and effective risk
control. The net investment gains of the Group amounted to RMB1,393.65 million, representing a year-
on-year increase of 105.29%. The Group’s net investment gains for 2021 consist of the following:

Unit: in RMB million

Increase/ Growth rate
Items 2021 2020 decrease year-on-year

Net realised gains from disposal

of an associate 0.01 0.00 0.01 -
Realised gains from disposal of

financial assets at fair value

through profit or loss 232.29 183.61 48.68 26.51%
Realised losses from disposal of

financial liabilities at fair value

through profit or loss -50.40 —6.04 -44.36 -
Realised gains/(losses) from

disposal of financial assets

at fair value through other

comprehensive income 23.34 -3.05 26.39 -
Dividend income from equity

instruments at fair value

through other comprehensive

income 161.42 0.00 161.42 -
Distribution to interest holders of
consolidated SEs -1.01 —44.37 43.36 -

Interest income from financial

instruments at fair value

through profit or loss 570.93 405.06 165.87 40.95%
Dividends from financial

instruments at fair value

through profit or loss 34.02 14.96 19.06 127.41%
Net realised gains from derivative
financial instruments 243.54 41.41 202.13 488.12%

Unrealised fair value change of
financial instruments at fair
value through profit or loss
— Financial assets at fair value

through profit or loss 121.65 126.06 -4.41 -3.50%
— Derivative financial
instruments 70.61 -43.22 113.83 -

— Financial liabilities at fair
value through profit or
loss -12.74 4.44 -17.18 -

Total 1,393.65 678.86 714.79 105.29%
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Operating expenses

During the Reporting Period, operating expenses of the Group (excluding commission and fee expenses
and interest expenses) amounted to RMB1,786.85 million, representing a year-on-year increase of

64.29%. The Group’s operating expenses primarily consist of the following:

Unit: in RMB million

Increase/ Growth rate
Items 2021 2020 decrease year-on-year

Operating expenses

Staff costs 1,255.05 700.44 554.61 79.18%
Depreciation and amortization 174.06 169.79 14.27 8.93%
Other operating expenses 328.15 215.18 112.97 52.50%

Impairment losses under
expected credit loss model, net
of reversal 29.60 12.21 17.39 142.42%

Total 1,786.85 1,087.62 699.23 64.29%

The Company strengthened its risk management while expanding its business scale, the impairment
losses under expected credit loss model, net of reversal of the Company was RMB29.60 million, details
of which are as follows:

Unit: in RMB million

Increase/ Growth rate
Items 2021 2020 decrease year-on-year

Impairment losses under
expected credit loss model, net

of reversal
Margin accounts receivable 5.26 1.57 3.69 235.03%
Financial assets held under resale

agreements -8.33 3.68 -12.01 -
Accounts receivable and other

receivables -0.03 1.84 -1.87 -

Debt instruments at fair value
through other comprehensive
income 32.70 ONIE3 27.57 537.43%

Total 29.60 12.21 17.39 142.42%
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2) Assets

As at the end of the Reporting Period, total assets of the Group amounted to RMB65,939.24
million, representing a year-on-year increase of 42.66%, among which, cash assets amounted to
RMB14,168.96 million, representing a year-on-year increase of 5.12%, margin financing assets
amounted to RMB13,749.47 million, representing a year-on-year increase of 9.64%, financial investment
assets amounted to RMB37,117.70 million, representing a year-on-year increase of 97.27%, and
operating assets including other property and equipment amounted to RMB903.10 million, representing

a year-on-year decrease of 34.80 %. Changes in the Group’s assets items are as follows:
Unit: in RMB million

31 December 31 December Increase/ Growth rate

2021 2020 decrease year-on-year

Total assets

Cash assets 14,168.96 13,478.63 690.33 5.12%
Margin financing assets 13,749.47 12,540.59 1,208.88 9.64%
Financial investment assets 37,117.70 18,815.68 18,302.02 97.27%
Operating assets including other

property and equipment 903.10 1,385.06 -481.96 -34.80%
Total 65,939.24 46,219.95 19,719.29 42.66%
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The composition of the Group’ total assets:

3.00%
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Cash assets

As at the end of the Reporting Period, cash assets of the Group increased by RMB690.33 million or
5.12% year-on-year, representing 21.49% of the Group’s total assets. The Group’s cash assets consist
of the following:

Unit: in RMB million

31 December 31 December Increase/ Growth rate

2021 2020 decrease year-on-year

Cash assets
Cash and bank balances

(including cash held for

brokerage clients) 10,5673.55 10,730.38 -156.83 -1.46%
Clearing settlement funds 3,268.12 2,5611.61 756.51 30.12%
Refundable deposits 327.30 236.64 90.66 38.31%
Total 14,168.96 13,478.63 690.33 5.12%

Due to the robust activity of the securities market had increased in 2021, the Company strengthened the

introduction of client assets, and the size of client deposits increased year-on-year.
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Margin financing assets

As at the end of the Reporting Period, margin financing assets of the Group increased by RMB1,208.88
million or 9.64% year-on-year, representing 20.85% of the Group’s total assets. The Group’s margin

financing assets consist of the following:
Unit: in RMB million

31 December 31 December Increase/ Growth rate

2021 2020 decrease year-on-year

Margin financing assets

Margin accounts receivable 10,791.34 8,413.07 2,378.27 28.27%
Financial assets held under resale

agreements 2,958.13 4,127.52 -1,169.39 —28.33%
Total 18,749.47 12,540.59 1,208.88 9.64%

The Company seized market opportunities and proactively promoted the growth of margin financing and
securities lending business under the premise of controlling risks, and as a result, the margin accounts
receivable increased by RMB2,378.27 million or 28.27% year-on-year.

The Company carried out businesses prudently under the premise of strictly controlling risks, and as

a result, financial assets held under resale agreements decreased by RMB1,169.39 million or 28.33%

year-on-year.
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Financial investment assets

As at the end of the Reporting Period, financial investment assets of the Group increased by
RMB18,302.02 million or 97.27% year-on-year, representing 56.29% of the Group’s total assets. The

following table sets forth the composition of the Group’s financial investment assets:

Unit: in RMB million

31 December 31 December Increase/ Growth rate
Items 2021 2020 decrease year-on-year
Financial investment assets
Interests in associates 102.92 104.90 -1.98 -1.89%
Financial assets at fair value
through profit or loss 27,710.09 16,955.09 10,755.00 63.43%

Equity instruments at fair value

through other comprehensive

income 2,5679.20 0.00 2,5679.20 -
Debt instruments at fair value

through other comprehensive

income 6,240.45 1,678.04 4,562.41 271.89%
Derivative financial assets 485.04 77.65 407.39 524.65%
Total 37,117.70 18,815.68 18,302.02 97.27%

The Company closely followed market trends, proactively participated in business innovation, enriched
trading varieties and optimized portfolio structure and hence the financial investment assets achieved

significant growth.
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Operating assets including other property and equipment

As at the end of the Reporting Period, operating assets including other property and equipment of the
Group recorded a year-on-year decrease of RMB481.96 million or 34.80%, which accounted for 1.37%
of the Group’s total assets. The following table sets forth the composition of the Group’s operating
assets including other property and equipment as at the date indicated:

Unit: in RMB million

31 December 31 December Increase/ Growth rate

2021 2020 decrease year-on-year

Operating assets including

other property and

equipment
Property and equipment 95.84 88.75 7.09 7.99%
Intangible assets 57.76 59.15 -1.39 —2.35%
Right-of-use assets 165.63 177.56 -11.93 —6.72%
Deferred tax assets 24.55 36.96 -12.41 -33.58%
Other current assets and other

non-current assets 559.32 1,022.65 -463.33 -45.31%
Total 903.10 1,385.06 -481.96 -34.80%

Other current assets and other non-current assets decreased by RMB463.33 million or 45.31% year-on-

year due to the decrease of margin deposits of derivative contracts.
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(3) Liabilities

As at the end of the Reporting Period, total liabilities of the Group amounted to RMB49,558.17 million,
representing a year-on-year increase of RMB13,932.39 million or 39.11%, of which due to other financial
institutions and bonds in issue amounted to RMB19,082.73 million, representing a year-on-year increase
of 35.53%; financial assets sold under repurchase agreements amounted to RMB12,796.01 million,
representing a year-on-year increase of 46.95%; accounts payable to brokerage clients amounted
to RMB11,182.58 million, representing a year-on-year increase of 19.89%; other operating liabilities
amounted to RMB4,598.10 million, representing a year-on-year increase of 84.28%. Changes in the
Group’s liabilities items are as follows:

Unit: in RMB million

31 December 31 December Increase/ Growth rate
2021 2020 decrease year-on-year
Liabilities
Accounts payable to brokerage
clients 11,182.58 9,327.20 1,855.38 19.89%
Financial assets sold under
repurchase agreements 12,796.01 8,707.70 4,088.31 46.95%
Due to other financial institutions
and bonds in issue 19,082.73 14,079.83 5,002.90 35.53%
Financial liabilities at fair value
through profit or loss 1,429.71 899.28 530.43 58.98%
Derivative financial liabilities 430.77 116.58 314.19 269.51%
Short-term borrowings 38.27 0.00 38.27 -
Other operating liabilities 4,598.10 2,495.19 2,102.91 84.28%
Total 49,558.17 35,625.78 13,932.39 39.11%

The composition of the Group’s total liabilities:

0.33%-00%
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Financial liabilities at fair value through profit or loss
Unit: in RMB million

31 December 31 December Increase/ Growth rate

2021 2020 decrease year-on-year

Financial liabilities at fair value
through profit or loss

Interests of other holders in

consolidated SEs 458.15 587.29 -129.14 -21.99%
Income certificates with variable

interests 971.56 311.99 659.57 211.41%
Total 1,429.71 899.28 530.43 58.98%

The Company continued to innovate its business model and enriched trading varieties and hence the
income certificates with variable interests increased by RMB659.57 million or 211.41% year-on-year.

Due to other financial institutions and bonds in issue

Unit: in RMB million

31 December 31 December Increase/ Growth rate

2021 2020 decrease year-on-year

Due to other financial

institutions and bonds in

issue
Due to other financial institutions 850.32 300.07 550.25 1838.37%
Bonds in issue 18,232.42 13,779.76 4,452.66 32.31%
Total 19,082.73 14,079.83 5,002.90 35.53%

Due to other financial institutions and bonds in issue increased by RMB5,002.90 million or 35.53% year-
on-year, which was attributable to the Company’s expansion in its financing channels to fully support the

growth of its business scale.
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Other operating liabilities

Unit: in RMB million

31 December 31 December Increase/ Growth rate

2021 2020 decrease year-on-year

Other operating liabilities

Salaries, bonus, allowances and

benefits payable 584.24 338.24 246.00 72.73%
Lease liabilities 166.79 175.64 -8.85 -5.04%
Deferred tax liabilities 90.88 0.00 90.88 -
Other current liabilities and other

non-current liabilities 3,756.19 1,981.31 1,774.88 89.58%
Total 4,598.10 2,495.19 2,102.91 84.28%

Salaries, bonus, allowances and benefits payable increased by RMB246.00 million or 72.73% year-on-

year;
Other current liabilities and other non-current liabilities increased by RMB1,774.88 million or 89.58%

year-on-year, mainly attributable to the development of OTC derivatives business and margin deposits of

derivative contracts increased.
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Equity

As at the end of the Reporting Period, total equity of the Group amounted to RMB16,381.07 million,
representing a year-on-year increase of 54.62%. The following table sets forth the composition of the

Group’s equity as at the date indicated:

Unit: in RMB million

31 December 31 December Increase/ Growth rate

2021 2020 decrease year-on-year

Share capital 2,831.77 2,378.12 453.65 19.08%
Share premium 8,189.05 3,659.71 4,529.34 123.76%
Reserves 2,476.72 2,061.63 415.09 20.13%
Retained earnings 2,883.53 2,494.71 388.82 15.59%
Total 16,381.07 10,594.17 5,786.90 54.62%

During the Reporting Period, the Company completed the non-public issuance of A shares, with a year-

on-year increase of RMB4,982.99 million in the share capital and share premium.

Segment results

A business segment is a group of assets and operations engaged in providing products or services that

are subject to risks and returns that are different from those of other business segments.

We have five principal business lines: (i) brokerage and wealth management, (ii) investment banking, (iii)
asset management and investment, (iv) credit transaction, and (v) proprietary trading. We also report
financial results for these five business lines and divide these primary business lines into six business
segments: (i) brokerage and wealth management, (i) credit transaction, (i) investment banking, (iv)
proprietary trading, (v) asset management and investment; and (vi) other business. We report financial

results of the business lines under these six business segments.
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The following table sets forth our segment revenue, net investment gains and other income (including

inter-segment revenue) for the years indicated:

2021 Percentage 2020 Percentage

(in RMB million) % (in RMB million) %

Brokerage and wealth

management 1,156.77 27.34 938.97 35.01
Credit transaction 733.93 17.35 581.13 21.67
Investment banking 591.25 18.97 362.45 13.51
Proprietary trading 1,317.96 31.15 675.02 2517
Asset management and

investment 261.43 6.18 104.21 3.88
Other business 202.00 4.77 70.24 2.62
Eliminations -32.07 -0.76 -50.00 -1.86
Total 4,231.27 100.00 2,682.02 100.00

The following table sets forth our segment expenses (including inter-segment expenses) for the years

indicated:

2021 Percentage 2020 Percentage

(in RMB million) (%) (in RMB million) (%)

Brokerage and wealth

management 798.40 26.10 600.34 31.51
Credit transaction 437.31 14.29 354.00 18.58
Investment banking 457.70 14.96 256.47 13.46
Proprietary trading 657.35 21.48 253.77 13.32
Asset management and

investment 146.51 4.79 54.45 2.86
Other business 575.75 18.82 394.30 20.70
Eliminations -18.42 -0.44 -8.24 -0.43
Total 3,059.60 100.00 1,905.09 100.00
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The following table sets forth our segment results (profit/(loss) before income tax) for the years indicated:

2021 Percentage 2020 Percentage

(in RMB million) (%) (in RMB million) (%)

Brokerage and wealth

management 363.79 31.00 341.46 43.34
Credit transaction 296.62 25.28 227.13 28.83
Investment banking 132.08 11.26 108.79 13.81
Proprietary trading 660.07 56.26 421.27 53.46
Asset management and

investment 114.92 9.79 50.01 6.34
Other business -375.47 -32.00 -318.97 -40.48
Eliminations -18.65 -1.59 -41.76 -5.30
Total 1,173.37 100.00 787.92 100.00

Reasons for and Impact of Changes in Accounting Policies, Accounting Estimation or Correction of

Significant Accounting Errors

During the Reporting Period, there were no changes in accounting policies, accounting estimation and

correction of significant accounting errors of the Company.

Contingent Liabilities, Capital Commitments and Pledge of Capital

There was no contingent liabilities, capital commitments or pledge of capital during the Reporting Period.
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(IV) Changes in Branches and Subsidiaries of the Company and Their Impact on Results

52

1. Branches

(1) Establishment and Changes of Securities Branches

7

Annual Report 2021

Newly-established Securities Branches

During the Reporting Period, the Company established four new branches, namely Shantou
Zhugang New Town Songshan Road Securities Branch CLSEERB RTINS LU B35 5= 2 E6),
Shenzhen Tairan Nine Road Securities Branch GEIIZR AR 55 % 2 EF), Shenzhen Yuehai
Street Science and Technology Park Securities Branch CFRYI &84 BRI EHHE X)) and
Shanghai Guangdong Road (/&R E& 58 25 2 F£ 8B) , respectively.

Relocation of Securities Branches

The Company constantly adjusted and optimized its branch network. During the Reporting
Period, the relocations of Wuxi Luoshe Town Renmin South Road Securities Branch (35
BIHEARMRESEZEE), Shenzhen Yitian Road Securities Branch (R1)llzH % H =
3¥3), Shanghai Tianlin East Road Securities Branch (E/SHMEERREH= I, Beijing
Zhongguancun East Road Securities Branch (JbERARIF BRELE 5 2 2), Beijing Jinbao
Street Securities Branch (I & E #5852 % &6), Shanghai Honggiao Road Securities Branch
(L /BUIBREE 5 E 2 S0), Nanjing Hexi Street Securities Branch (R 5RJA 7 A58 5 & 2 30)
and Nanjing Lishui Shiyan Road Securities Branch (7 528 7K 4 75 8 58 25 & 2 2F) within the same

city were completed.

De-registration of Securities Branches

During the Reporting Period, the Company de-registered five branches, namely Susong Fuyu
West Road Securities Branch (T8 1A % & Fa k& 58 25 & 2 36) , Guilin Binjiang Road Securities Branch
(FEMBIRRESHZ I, Nanning Minzu Avenue Securities Branch (MERGEAEEZHE
#6) , Nanchang Beijing East Road Securities Branch (7 & 1t R 5 % 58 %5 & 2 26) and Changzhou
North Main Street Securities Branch (& M 15 K #7:8 5% 2£36) , respectively.
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2) Establishment and Changes of Branch Offices
7 Establishment of Branch Offices
During the Reporting Period, the Company did not establish any new branch office.
2 Relocation of Branch Offices
The Company constantly adjusted and optimized its branch offices layout. During the Reporting
Period, the relocations of Suzhou Branch Office, Beijing Branch Office, Shanghai Branch Office
and Changzhou Branch Office within the same city were completed.
3 De-registration of Branch Offices
During the Reporting Period, the Company de-registered Subei Branch Office (BxJt A F)).
Subsidiaries

During the Reporting Period, there was no change in the subsidiaries of the Company.

Impact on Results

In 2021, the above matters had no material impact on the results of the Company.

GUOLIAN SECURITIES CO., LTD. | Annual Report 2021 53



Section 4 Report of the Board

(V)  Major Investment and Financing Activities
1. Equity Financing

The Company completed the non-public Issuance of A shares to a total of 23 institutional investors (excluding
any connected persons of the Company and none of the target subscribers who will become Substantial
Shareholders of the Company upon completion of the subscription) on 15 October 2021, with the issuance of
453,654,168 Shares in total and the gross proceeds raised was RMB5.09 billion.

2. Debt Financing

In 2021, the cumulative additional credit debt financing amount of the Company (excluding inter-bank borrowing
transactions and issued floating-income type income certificates) was RMB14.555 billion, and the cumulative
principal repayment of debt financing matured amounted to RMB10.075 billion. The remaining principal amount
of outstanding debt financing of the Company as at 31 December 2021 was RMB18.34 billion. In addition,
there was an outstanding inter-bank credit borrowing of RMBO0.4 billion and an outstanding borrowing of US$6

million in respect of a wholly-owned subsidiary in Hong Kong.
The remaining amount of various outstanding credit indebtedness was as follows:

(1). The new public issuance of corporate bonds to professional investors was RMBG6.0 billion during the

Reporting Period. The outstanding public issuance of corporate bonds to professional investors as at 31

December 2021 was RMB7.5 billion, the particulars of the remaining amounts were as follows:

Amount
(In RMB Financing Term

Financing Projects ten thousand) Date Maturity Date (Days)

Public issuance of 150,000 2020/4/15 2022/4/15 730 2.88%
corporate bonds 100,000 2021/3/15 2024/3/15 1,096 3.70%
to professional 150,000  2021/5/12 2024/5/12 1,096 3.59%
investors 150,000 2021/6/7 2023/6/7 730 3.27%

100,000 2021/6/28 2024/6/28 1,096 3.65%
100,000 2021/8/30 2024/8/30 1,096 3.29%

54 Annual Report 2021 | GUOLIAN SECURITIES CO., LTD.



@).

().

Section 4 Report of the Board

The new issuing amount of privately issued corporate bonds was RMB2.5 billion during the Reporting

Period. The outstanding private issuance of corporate bonds as at 31 December 2021 were RMB5.8

billion, the particulars of the remaining amounts were as follows:

Amount
(In RMB Financing Term
Financing Projects ten thousand) Date Maturity Date (Days)
Private issuance of 80,000 2020/1/16 2023/1/16 1,096 413%
corporate bonds 150,000 2020/3/11 2023/3/11 1,095 3.60%
100,000 2020/10/15 2022/10/15 730 4.07%
100,000 2021/9/22 2023/9/22 730 3.40%
150,000 2021/11/22 2024/11/22 1,096 3.50%

The private issuance of subordinated bonds, with the principal of RMB1.5 billion being repaid during the
Reporting Period. The outstanding subordinated bonds as at 31 December 2021 were RMB2.5 billion,

the particulars of the remaining amounts were as follows:

Amount
(In RMB Financing Term

Financing Projects ten thousand) Date Maturity Date (Days)

Private issuance of 80,000 2019/3/27 2022/3/27 1,096 4.74%
subordinated bonds 70,000 2020/3/5 2023/3/5 1,095 4.25%
100,000 2020/11/26 2022/11/26 730 4.70%

The new public issuance of short-term corporate bonds to professional investors was RMB2.0 billion,
with the principal of RMB1.0 billion being repaid during the Reporting Period. The remaining amount
of the outstanding short-term corporate bonds as at 31 December 2021 was RMB2.0 billion, the

particulars of the remaining amounts were as follows:

Amount
(In RMB Financing Term
Financing Projects ten thousand) Date Maturity Date (Days)
Public issuance 100,000 2021/4/13 2022/2/16 309 3.10%
of short-term 100,000 2021/7/26 2022/6/30 339 2.75%

corporate bonds
to professional

investors
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5). The new issuance of inter-bank securities corporate short-term financing bonds was RMB1.0 billion

during the Reporting Period, with the principal of RMB3.0 billion being repaid, there was no outstanding

securities corporate short-term financing bonds as at 31 December 2021;

(6). The new issuing amounts of fixed-income type income certificates were RMB1.555 billion during the

Reporting Period, with the principal of RMB3.225 billion being repaid. The remaining amount of the

outstanding fixed-income type income certificates as at 31 December 2021 were RMB90 million, the

particulars of the remaining amount were as follows:

Amount
(In RMB

Financing Projects

ten thousand)

Fixed-income type 4,000
income certificates 2,000
3,000

Financing

Date Maturity Date

2021/7/9 2022/1/9 185 3.00%
2021/8/20 2022/2/20 185 3.00%
2021/12/31 2022/3/2 62 2.70%

(7). The additional refinancing facilities were RMB1.5 billion during the Reporting Period, with the principal

of RMB1.35 billion being repaid. The remaining amount of the outstanding refinancing facilities as at 31

December 2021 was RMB450 million, the particulars of the remaining amount were as follows:

Amount
(In RMB ten

Financing Projects

thousand)

Refinancing 30,000

15,000

3. Equity Investment

Financing Term
Date Maturity Date (Days)
2021/12/28 2022/3/29 91 2.80%
2021/12/28 2022/3/29 91 2.80%

During the Reporting Period, the Company did not conduct any material equity investment.

(VI) Disposal of Material Assets, Acquisition, Replacement, Spin-off and Reorganization of Other

Companies

During the Reporting Period, the Company did not carry out any disposal of material assets, acquisition, replacement,

spin-off and reorganization of other companies.
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Discussion and Analysis of the Board on the Future Development
of the Company

Industry layout and trend

The global economy continued its recovery in 2021 but was still affected seriously by the uncertainty of the epidemic
and the impact of global supply chain. Moving into 2022, the global recovery momentum has weakened, and is
characterized by structural differentiation. According to the latest World Economic Outlook Report released by IMF, the
global economic growth is forecast to grow by 4.4% in 2022, 0.5 percentage point lower than the previous forecast,
and output of advanced economies is expected to resume to their pre-pandemic trend this year, but part of emerging
markets and developing economies may take longer to recover. The differentiation in recovery had led to policy
differentiation, and as inflation rises, the expectation of the FED to increase interest rates in 2022 was further clarified.
The rate hikes imposed by the FED may have a great impact on global risk preference, monetary policies of various

countries and global asset pricing.

Since the second half of 2021, affected by multiple factors such as real estate regulation and unpredictable epidemics,
China’s economy has experienced significant downward pressure. The Central Economic Working Conference pointed
out clearly that “China’s economic development is facing triple pressures of shrinking demand, supply shocks, and

weakening expectations” in the short run, and the economic works in 2022 must be carried out “in a stable pace”.

High-quality development is the main theme of the economic development of China in future. The Fifth Plenary Session
of the 19th Central Committee of the Party proposed to “persistently focus on the development of the economy on
the real economy, unswervingly build China into a strong manufacturing powerhouse, a quality powerhouse, a cyber
powerhouse and a digital China, promote the level of its industrial foundation and the modernization of the industrial
chain and enhance the economic quality and efficiency and core competitiveness”. Under this background, high-end
manufacturing industries, led by semiconductor chips, bio-pharmaceuticals, artificial intelligence and other industries,

will become the main driving forces for future economic development.
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With the new economic concepts of China’s economy replacing the old and the transformation of its development
model, equity assets are expected to usher in a golden age. Residents’ wealth deployment will be more targeted
to the capital market, and the development trend of Pan-wealth management has been established. Against this
background, the securities industry has also seen a new development trend. The main licensed businesses of securities
companies have basically formed a consensus on transformation: from channel-type investment banks to industrial-
type investment banks, using industrial thinking to promote corporate capital operations; from brokerage business to
wealth management, to meet the growing needs of customers for investment and wealth inheritance; from channel
asset management to active management, giving play to the function of value discovery; and from self-operating mode

to transaction intermediary, to become a supplier of market liquidity and solutions.

From the perspective of the competitive layout of the securities industry, affected by the homogeneity of business
models, the securities industry in China is currently relatively fragmented as compare to the more developed markets.
In 2020, the total realized profits of the top 3 companies accounted for 25% of the entire industry, but industry
concentration is increasing year by year. As the leading securities companies have strong capital strength, solid
customer base, and professional manpower team, their relative competitive advantages are becoming more and more
obvious. The entire industry layout has shown an oligarchic situation in which leading companies are becoming stronger

and stronger, and competitive pressure for small and medium-sized securities companies may be further increased.

However, as a regional securities broker, the reform of the registration system is expected to bring more business
opportunities. Under the registration system, the IPO review speed is accelerated, the expansion of capital market
scale is boosted, and the investment banking business shows an overall growth trend. At the same time, it also brings
more direct investment and follow-up investment business opportunities for securities companies. The registration
system reform has brought more opportunities for small- and medium-sized emerging securities brokers. Since the
implementation of the registration system, a large proportion of incremental projects have come from small- and
medium-sized technology companies, and such projects are usually undertaken by small- and medium-sized securities
brokers with regional characteristics. At the same time, the integration of the Yangtze River Delta has been escalated to
a top national strategy, local securities brokers are expected to gain more business opportunities in participating in and

serving the integration construction of the Yangtze River Delta.
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Corporate development strategy

Our future corporate strategic positioning is to focus on further serving the real economy and strive to become a
leading customer-oriented investment bank that provides comprehensive financial solutions and the most important
investment and financing arranger, transaction organizer, wealth manager and liquidity provider in local regional market
and even the national market (in certain sectors), thus contributing to the economic and social development of Wuxi

and Southern Jiangsu district.
Business plans

In 2022, under the guidance of Xi Jinping’s Thought on Socialism with Chinese Characteristics for a New Era,
the Company will continue to further integrate the core innovation-driven strategy and the leading strategy of city
development through industry in Wuxi, and integrate the national strategy of “Integration of Yangtze River Delta
Region”. Through following the key trend of “Peak Carbon Dioxide Emissions and Carbon Neutrality” and the new
economic concepts of economic growth replacing the old, the Company will seize the opportunities of industrial reform
and industry transformation, with a view to lift competitiveness and market position to new levels. The Company will
speed up in providing remedies to its business weaknesses, improve its professional capabilities, and create its own
characteristics in certain niche areas. Through continuous improvement of the middle-back end management and
learning from the best practices both domestically and abroad, it will build a professional and efficient business support
platform. The Company further deepen the market-oriented reform, establish and improve the systems, mechanisms

and company culture that are conducive to the long-term development of the Company.
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Capital needs

With the continuous and stable development of the Company’s various business scales, the overall financing needs
have increased. During the Reporting Period, a total of RMB5.09 billion funds was raised through the non-public
issuance of A Shares. Through debt financing (excluding inter-bank borrowing transactions and issuance of floating
yield income certificates), the Company cumulatively obtained the principal amounts of RMB14.555 billion, and
recorded a cumulative principal repayment of maturing debt financing of RMB10.075 billion, with a net increase of
RMB4.48 billion in the balance of debt financing as compared with that of the end of the previous year. In future,
the Company will continue to improve its overall capital deployment efficiency and keep on exploring new financing
products and models and expand financing channels to ensure the capital needs of business development. It will also
arrange the size and structure of liabilities scientifically, maintain a reasonable and sound leverage level and strengthen

risk awareness to prevent liquidity risks and ensure liquidity security.

Analysis of Competitiveness

1. Unique Regional Advantages

Wuxi, Southern Jiangsu and the Yangtze River Delta region is one of the regions with the largest domestic
economy capacity, most vibrant economy, highest quality of development, and largest number of listed
companies and high-net-worth individuals. The total GDP of the Yangtze River Delta region accounts for nearly
25% of China, the total GDP of Jiangsu Province exceeds RMB10 trillion, and that of Wuxi exceeds RMB1
trilion. The customers and markets of securities companies are extremely broad. As the main birthplace of
modern national industry with strong base for manufacturing industry, and one of the national innovation pilot
cities and the national independent innovation demonstration cities in Southern Jiangsu, Wuxi has established
its industrial clusters in strategic emerging industries such as integrated circuits, medicine and health, and the
Internet of Things. Under the construction of a new domestic and international “dual-circulation” development
layout, all these industries have good development opportunities. As a regional securities broker, the Company
enjoys the natural advantage in serving regional enterprises. As an important strategic fulcrum for the integration
of the Yangtze River Delta region, Wuxi has unique regional advantages due to its premier central location, dual-
belt linkage and geographic cross-intersection. In the future, it has tremendous potential in connecting regional
integration, provincial integration and Suzhou-Wuxi-Changzhou integration, and the Company will also play a

more important role.
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A+H Shares Listing in the PRC and in Hong Kong Improved Our Market Competition and Risk Resistance
Capability

The Company’s H shares were listed on the Main Board of the HK Stock Exchange on 6 July 2015, and its A
Shares were listed on the Main Board of the Shanghai Stock Exchange on 31 July 2020. The Company is the
13th company in the domestic securities industry with a dual listing status on both the A+H markets. Through
the listing in both the A+H markets, the Company has effectively improved its capital strength, laid a solid
foundation for business scale expansion and market risks resistance, significantly improved its brand influence
and market competitiveness, and opened up the long-term financing channels in the two capital markets, which
are beneficial to further introducing strategic investors and reducing the comprehensive financing costs of the

Company in future.
Management Team with Extensive Industry Experience

The senior management team of the Company has extensive management experience, outstanding
management abilities and forward-looking strategic thinking in securities and financial services industry. They
are able to understand profoundly the development trend of the industry and the market, make accurate
business judgment, and capture promptly business opportunities and adjust business strategies prudently and
scientifically. In particular, the experience of the management team in the overseas and cross-border business
sectors will help the Company accelerating the pace of international development and opening up new areas of
business growth. Under the leadership of the team, the Company will build the industry-leading development
philosophy and management processes according to the best market practices, and accelerate its development

to become an investment bank with modern management mechanisms.
Sound and Highly Efficient Operation Management and Prudent Risk Control

For many years, the Company has abided to the business philosophy of steady development, facilitated the
stable transformation and upgrading of its business models, optimized its revenue mix and profit source, and
achieved years of profitability successively. Of the securities companies in the PRC, since its inception (from
1999 to date), the Company is one of the few securities companies with successive profitability. During the
Reporting Period, the Company kept on improving its compliance management and risk management system to

ensure the Company’s standardized operation and stable development.
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The Company strictly upholds its compliance baseline and earnestly implements the requirements of
regulatory authorities. The Company continues to revise and improve its compliance management system,
implement various control measures and enhance compliance assessment to ensure compliance management
responsibilities are in place. By learning from the best practices in the industries, the Company also actively
builds high-standard and high-quality internal credit evaluation systems and risk management systems to
prevent and resolve business risks in a timely manner. At the same time, the Company strengthens the
performance guarantee of compliance risk control personnel. The Company adheres to the principle of “risk
measurable, controllable and tolerable” to carry out innovative business prudently, strictly limit the risk exposure

of high-risk businesses and strengthen risk monitoring.

lll. Risk Management

U
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General Description

Guided by development strategy, the Company has established a comprehensive risk management system covering
various businesses, various risks and the entire process and applied a variety of risk management tools based on
quantitative indicators to ensure the risks of the Company are controllable, measurable and tolerable, so as to maximize
the long-term value of the Company, and promote the formation of a sound risk management culture within the
Company, strengthen the risk management awareness to provide “secured escort” for achieving the Company’s overall
strategic objectives.
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(I)  Risk Management Organizational Structure
The comprehensive risk management structure of the Company includes four levels: Board of Directors and Risk
Control Committee, senior management and Risk Management Committee, Risk Management Department and other

functional departments of risk management as well as risk management organizations set up within the departments.

The organizational structure of the Company’s risk management is shown in the following chart:

Board of Directors

Risk Control Committee

Senior management
(including chief risk officer)

Risk Management
Committee

Risk Management Department and
other functional departments of risk management

Holding subsidiaries
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Board of Directors and Risk Control Committee

The Board of Directors has the ultimate responsibility for the risk management of the Company. The Board of
Directors is mainly responsible for the following duties: advancing the construction of risk culture; considering
and approving the basic system of the comprehensive risk management of the Company, and appointing
chief risk officer; considering and approving major issues of the Company’s risk management, such as risk
preference, risk tolerance, significant risk limit and information disclosure; reviewing and evaluating risk
management reports and their implementation, etc. The Board of Directors may delegate the Risk Control

Committee set up under it to fulfill part of its function of comprehensive risk management.

Senior Management (Including Chief Risk Officer) and Risk Management Committee

The senior management of the Company is responsible for organizing and implementing various works in

comprehensive risk management in the operation and management process, and mainly performs the following

duties:
(1) establish a risk management system and make timely adjustment;
2 establish and perfect the operation management structure for the Company’s comprehensive risk

management, clarify the duty allocation of risk management among various departments, and establish
a working mechanism that features effective checking and balance and good coordination among the

departments;

3) establish a complete information technology system and data quality control mechanism;

(4) establish a performance assessment system for all staff that covers the effectiveness of risk

management;

5) formulate the specific execution plans for risk management according to the risk preference, risk
tolerance extent and significant risk limit approved by the Board and ensure the effective implementation
of the plans; monitor the implementation, analyze reasons in a timely manner and handle them according

to the authorizations granted by the Board;

(6) regularly assess the overall risk of the Company and various types of material risk management

conditions, resolve problems that are found in risk management and report to the Board.
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The Company establishes a Risk Management Committee under the senior management, which is responsible
for the overall risk monitoring and management of the Company within the scope of authorization of the Board
and management, approving risk limits, and making decisions and approvals for important matters involving risk

management.

The Company establishes a chief risk officer who is a senior management officer of the Company and is

appointed and removed by the Board. The main responsibilities of the chief risk officer include:
(1) organize and implement the overall risk management work of the Company;

2 review and approve the Company’s risk management plan and risk measurement methods, models and

indicators, and ensure that the risks undertaken do not exceed the established limits;

3) organize the formulation of the Company’s internal risk management system and policies, and evaluate

major market, credit, liquidity and other risks;

(4) organize investigation and inquiry for hidden risks existing in business operation and management
activities; report major hidden risks discovered to the president of the Company in a timely manner, and
put forward rectification opinions to the person-in-charge of other relevant departments; possesses
the authority to report to the Board and its Risk Control Committee or the chairman of the Supervisory

Committee had the major hidden risks or the rectification of hidden risks fails to meet the standards.
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Risk Management Department and Other Functional Departments of Risk Management

Other functional departments of risk management of the Company include: Compliance and Legal Department,
Financial and Accounting Department, Capital Operation Department, Information Technology Headquarter,

Operation Management Headquarter and Party Committee Office, etc.

The main responsibilities of the Risk Management Department and other functional departments of risk
management include: implementing laws, regulations and norms, formulating risk management systems and
procedures and submitting them to the Risk Management Committee of the Company and the president’s
office for review and approval; responsible for researching and developing various risk management methods
and tools, testing and evaluating the effectiveness of valuation and risk measurement models, establishing
risk management indicator system and pre-warning mechanism to ensure that various risk management and
control measures are appropriate and effective, and enable various business operations to conform to legal
norms and risk management policies of the Company; evaluating the risks of new products and new businesses
developed by the Company, designing risk management process and control measures, and reviewing business
system and process; taking charge of the daily monitoring work of related risks, monitoring the compliance with
the Company’s risk management system, risk limit and authorized management system by relevant business
departments and branches, and recording monitoring situation; recording, reporting and disposing of risky
behaviors in a timely manner; conducting stress test and sensitivity analysis, and carrying out post-testing and
effectiveness assessments; providing independent risk management reports to the senior management of the

Company (including chief risk officer) and completing other risk management related work.

Risk Management Organizations Set Up by Business Departments, Branches and Subsidiaries of the

Company

The business departments, branches and subsidiaries undertake direct responsibility for risk management. The
person-in-charge of the business departments, branches and subsidiaries shall fully understand and give due
consideration to various risks related to business when making decisions, and timely identify, assess, respond
to and report related risks. Each department shall appoint special personnel to assist in risk management

works.
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Details of Major Risks Exposed to the Company’s Operation

Market Risk

Market risk refers to the risk that may cause losses to the financial assets held by the Company resulting
from the adverse changes in market prices. The categories mainly include equity price risk, interest rate risk,
commodity price risk and exchange rate risk. The market risk of the Company mainly comes from domestic
and overseas investment businesses such as equity investment business, fixed income business and equity

derivatives business.

The Company has established a top-down market risk limit management system, which allocates the overall risk
limit of the Company to different business departments and business lines. Business departments, with direct
responsibility for market risks and as the frontline management personnel, dynamically manage the business
exposure and limit indicators. The Risk Management Department independently conducts a comprehensive
assessment, monitoring and management of the overall market risk of the Company, and reports the results to

the management of the Company.
The Company conducts comprehensive monitoring on market risks by calculating profit and losses, exposure,

basis points, duration, Greek letters and other indicators on a daily basis, and continuously improves the VAR

and stress test measurement mechanisms, so as to monitor and analyze the potential losses of the Company.
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Credit Risk

Credit risk refers to the risk that may cause losses due to the default of financiers, counter-parties or
issuers. The credit risk of the Company mainly arises from the following aspects: stock pledged repurchase
transactions, margin financing and securities lending and other financing businesses; over-the-counter (‘OTC”)
derivative business, such as swaps, OTC option and forwards, credit derivatives, etc.; bond investment
transactions (including bond-related transactions such as spot bonds transactions, bond repurchase
transactions, bond forward transactions and bond lending business), in which bonds include but not limited to
treasury bonds, local bonds, financial bonds, government-backed agency bonds, corporate bonds and non-
financial enterprises debt financing instruments, corporate bonds, asset-backed securities, interbank certificates

of deposit; non-standardized debt asset investment, etc.

The Company has assessed the credit ratings of counterparties or issuers through its internal credit rating
system, measured its risk with methods such as stress test and sensitivity analysis, and managed credit risks
by means of access and concentration. Meanwhile, the Company has established a credit risk management
system to conduct monitoring and analysis in a timely manner, keep track of the changes in the credit risk
qualifications of various businesses and transaction counterparties, carry out pre-warning and reporting, and

adjust its credit limits in a timely manner.
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Liquidity Risk

Liquidity risk refers to the risk that the Company is unable to obtain sufficient fund in time at reasonable costs
for paying indebtedness when it falls due, performing other payment obligations and meeting the funding needs
of normal business operation. The rapid development of various businesses of the Company exert higher

requirements on liquidity.

To cope with and manage the liquidity risk effectively, the Company adopts the following measures: (1) manage
funding source, financing arrangement and funds allocation in a highly efficient manner; (2) based on the
business development plan, financial position and financing capacity of the Company, and also taking into
account of the liquidity risk and other related risks involved in the operation process, reasonably determine the
scale limit of each business; (3) conduct stress test when the utilization of funds has reached the limit, and take
appropriate measures to ensure that the scale exposure for each business line falls within the safety range; (4)

set up adequate liquidity reserve to ensure additional fund source will be provided in emergency circumstances.
Operational Risk

Operational risk refers to the risk of losses resulting from inadequate or problematic internal procedures,
personnel and information technology systems, as well as external events. The Company continuously
optimizes the internal control mechanism, carries out targeted identification and effectiveness assessment on
operational risk, and standardizes business processes through new business assessment, business process
rationalizing and system review to prevent risks from occurring. It also continuously collects and sorts out
internal and external risk events to supplement operational risk event database. Furthermore, the Company
constantly strengthens behavior adequacy and normative operation of staff from each position through various
means, such as internal training, assessment and enhances the risk awareness of employees through the
promotion of risk control culture. It also improves emergency risk management plan with regular drills to ensure
the security of equipment, data and system, thereby preventing the operational risk caused by information

system failure.
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Compliance Risk

Compliance risk refers to the risk that the Company or its staff will be investigated for legal responsibility, taken
regulatory measures, taken disciplinary actions and suffered property losses or commercial goodwill losses due

to violation of laws, regulations and standards in operation management or practice.

The Compliance and Legal Department of the Company takes the lead in the management of compliance
risk, and has established an effective and impeccable compliance risks management system and compliance
management and organization system. At the same time, the Company exerts an effective and comprehensive
control on compliance risks encountered by the Company in its business operation by means of compliance
monitoring, compliance inspection, compliance investigation, compliance supervision and compliance training,

etc.

Reputation Risk

Reputation risk refers to the risk of negative comments on the Company by investors, issuers, regulatory
bodies, self-regulatory organizations, the public and the media due to the Company’s operations or external
events, and its employees’ violation of integrity regulations, professional ethics, business norms, industrial
standards and regulations and other related behaviors, thereby damaging corporate brand value which is
detrimental to its normal operation and even affect market stability and social stability. According to the
regulatory requirements, the Company has revised and improved the reputation risk management measures,
the implementation rules for reputation risk emergency management and the implementation rules for media
management, and conducted dynamic monitoring and management of its reputation risk through the public

opinion monitoring system.
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IV. Profit Distribution Policies and Profit Distribution Situation
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Profit Distribution Policies

In accordance with the Articles of Association, the Company may distribute dividends by means of cash, shares or a
combination of cash and shares. Where the Company satisfies the conditions for cash dividend distribution, it shall
accord priority to dividend distribution by way of cash. The Company will fully take into account the returns for its
investors and distribute dividends to its shareholders according to the stipulated proportion of the profits available for
distribution achieved by the parent company during the year. The Company will implement an on-going and stable profit
distribution policy, and shall consider the long-term interests of the Company, the overall interests of all shareholders
and the sustainable development of the Company when distributing dividends.

Profit Distribution Situation
Profit Distribution for the Year 2020

The Profit Distribution Plan for the Year 2020 of Guolian Securities ((ElEfz5#52020F EFEHECHZE)) was
considered and approved at the 2020 annual general meeting of the Company convened on 7 May 2021, which
approved that based on the total share capital of 2,378,119,000 shares as at 31 December 2020, the Company could
distribute cash dividends of RMB1.2 per 10 shares (tax inclusive) to all shareholders whose names appeared on the
Company’s register on the record date thereof, with total cash dividends of RMB285,374,280.00. The Company’s profit
distribution for the year 2020 has been completed on 23 June 2021.

Profit Distribution Proposal for the Year 2021

The audited net profit of the parent company in 2021 was RMB711,719,068.08. According to the relevant requirements
of the Company Law, Securities Law, Financial Rules for Financial Enterprises and Articles of Association, after
appropriating statutory provident fund and general risk reserve, totaling RMB214,441,431.71, the profit available
for distribution for the year amounted to RMB497,277,636.37. The balance of the undistributed profit was
RMB2,336,323,461.73 in previous year after deducting the dividend of RMB285,374,280.00 distributed for the
implementation of profit distribution plan for the year 2020 by the Company during the year, and the accumulated
undistributed profit for this year was RMB2,548,226,818.10.

Considering comprehensive factors including the long-term development of the Company and the interests of the
shareholders, the Company’s profit distribution proposal for the year 2021 is as follows: Based on the total share
capital of 2,831,773,168 shares as at the end of 2021, a cash dividend of RMB1 (tax inclusive) per 10 shares will
be distributed to all shareholders, with total cash dividends of RMB283,177,316.80, and the undistributed profit of
RMB2,265,049,501.30 will be carried forward to next year. In the event of change in the total share capital of the
Company before the equity record date of the implementation of the above dividend distribution, it is proposed that the
distribution ratio per share will remain unchanged while the total distribution amount shall be adjusted accordingly.

The above profit distribution plan is subject to approval at the General Meeting of the Company. Such profit distribution
is expected to be paid to the shareholders of the Company before 31 August 2022.
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Issuance of Shares and Use of Proceeds
Overall Situation of Proceeds Raised
Proceeds raised through non-public issuance of A shares in 2021

During the Reporting Period, as approved by CSRC with the Approval in Relation to the Non-public Issuance of Shares
by Guolian Securities Co., Ltd. (Zheng Jian Xu Ke [2021] No. 2486) ((RARIZ AR EERHD B IR AT IF AR
TRRZRHLE) BB PI[2021]24865F) ), the Company non-publicly issued 453,654,200 RMB ordinary shares (A
shares). As at the date of the Subscription Agreement, the closing price of the A Shares was RMB13.11, the issue
price was RMB11.22 per share, the net price per share was RMB10.98, and the total amount of proceeds raised was
RMB5,089,999,800. After deducting the total amount of issuance expenses of RMB107,011,600 (excluding value-
added tax), the net amount of proceeds raised was RMB4,982,988,200. The proceeds raised from the non-public
issuance of A shares has been verified by Deloitte Touche Tohmatsu Certified Public Accountant LLP and a capital
verification report of De Shi Bao (Yan) Zi (21) No. 00499 (fZEfi#k (5%) F(21)5004995%) was issued.

As of 31 December 2021, all the proceeds raised from the Company’s non-public issuance of A shares have been
utilized, and the accumulated proceeds raised which have been utilized amounted to RMB4,982,988,200. All the
special bank accounts for the proceeds raised have no balance and have been cancelled.

The Company mainly invested and used the proceeds raised through non-public issuance of A shares as follows:

(1) Further expansion of the scale of credit transaction business including margin financing and securities lending
by RMB1,973,958,200;

) Expansion of fixed income, equity, equity derivatives and other trading businesses by RMB3,000,000,000;

3) Other working capital amounted to RMB9,030,000.
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Change of use of proceeds raised

There was no change in the use of the proceeds raised through non-public issuance of A shares in 2021.
Unutilized proceeds raised

As of the end of 2021, all the proceeds raised from the non-public issuance of A shares in 2021 have been utilized.

Directors

Information about the Directors of the Company during the Reporting Period and as at the date of this report is set out

in Section 7 “Information of Directors, Supervisors, Senior Management and Staff” in this report.
Directors and Supervisors’ Service Contracts

All Directors and Supervisors of the Company have entered into service contract with the Company, but have not
entered into any service contract with the Company or its subsidiaries which is not terminable within one year without

payment of compensation (other than statutory compensations).

VIIl. Permitted Indemnity Provisions

IX.

During the Reporting Period, the Company has arranged appropriate insurance coverage for potential legal actions and
liabilities against the Directors, Supervisors and senior management. There was, or is, no permitted indemnity provision

being in force for the benefit of any of the Directors of the Company.

Interests of Directors and Supervisors in Transactions,
Arrangements and Contracts of Significance

No transactions, arrangements or contract of significance in relation to the Group’s business to which the Company,
its subsidiaries, its Controlling Shareholders or the subsidiaries of the Company’s Controlling Shareholders was a party
and in which a Director or Supervisor of the Company or an entity connected with a Director or Supervisors has a
material interest, whether directly or indirectly, has been entered into or subsisted at the end of the financial year under

review or at any time during the financial year.
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Controlling Shareholders’ Interests in Contracts of Significance

No contract of significance in relation to the Group’s business to which the Company or any of its subsidiaries was a
party to and in which a Controlling Shareholder had a material interest on, whether directly or indirectly, and subsisted
at the end of the financial year under review or at any time during the financial year under review save as disclosed

under “IV. Connected Transactions” in Section 5 and notes to the consolidated financial statements.
Directors’ Interests in the Business Competing with the Company

During the Reporting Period, the Directors of the Company have no interest in the business that is competing with the

Company.

Directors and Supervisors’ Right to Purchase Shares or
Debentures

As at the end of the Reporting Period, no rights were granted to any Director, Supervisor or their respective spouse
or children under 18 years of age by the Company, its subsidiaries, its Controlling Shareholders or the subsidiaries of
the Company’s Controlling Shareholders to acquire benefits by means of the acquisition of shares in or debentures
of the Company or any other body corporate, or were any such rights exercised by them; or was the Company, its
subsidiaries, its Controlling Shareholders or the subsidiaries of the Company’s Controlling Shareholders a party to any
arrangement to enable any Director, Supervisor or their respective spouse or children under 18 years of age, to acquire

such rights in the Company or any other body corporate.
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Interests and Short Positions of Directors, Supervisors and
Senior Management in the Shares, Underlying Shares and
Debentures of the Company and Its Associated Corporations

As at the end of the Reporting Period, based on the information available to the Company and to the knowledge of
the Directors, no Directors, Supervisors or senior executive of the Company have any interest or short positions in the
shares, underlying shares or debentures of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO) (i) which will have to be notified to the Company and HK Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which are taken or deemed to have under those
provisions of the SFO), or (i) which will be required to be recorded in the equity register kept pursuant to Section 352
of the SFO, or (jii) which will be required to be notified to the Company and HK Stock Exchange pursuant to the Model
Code.

Compliance with Non-competition Agreement

As disclosed in the prospectus, on 15 June 2015, the Controlling Shareholders of the Company entered into a non-
competition agreement in favour of the Group, pursuant to which, the Controlling Shareholders have irrevocably
undertaken to the Company that, save for the exceptional circumstances as disclosed in the prospectus, the
Controlling Shareholder and the controlled entities (as defined in the prospectus) will not, directly or indirectly, invest
in, participate in, be engaged in or operate or be interested in any business in any way inside or outside the PRC
separately or with any other parties, whereby it will compete or is likely to compete with the main business of the
Company, and have undertaken not to engage in any competitive activities by taking advantages as the Controlling
Shareholders of the Company which would be prejudicial to the benefits of the Company or its subsidiaries. For the
Direct Investment Business, the Controlling Shareholders and the controlled entities have also undertaken to provide
the Company the options and pre-emptive rights regarding new direct investment opportunities. The Investment
Decision Committee of Guolian Capital is responsible for reviewing and deciding whether the Group should take up the
related new direct investment opportunities. The independent non-executive Directors of the Company supervise and

review the composition of the committee and the decisions it made.
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The independent non-executive Directors had reviewed members of the Investment Decision Committee of Guolian
Capital twice during the Reporting Period, and considered that the members involved in the decision-making of
new business investment opportunities had business experience and professional capacity which are necessary for

performance of their duties, and had no conflict of interest with the Group.

During the Reporting Period, the Controlling Shareholders and the controlled entities referred 7 new business
investment opportunities to Guolian Capital. The Investment Decision Committee of Guolian Capital had reviewed
such new business investment opportunities, and considered that such businesses involved issues like weak core
competitiveness, fierce market competition of the target company, long investment cycle, and high withdrawal risk,
which was not in line with the preference for investment projects of Guolian Capital. Therefore, it decided not take up
such new business investment opportunities. The independent non-executive Directors had made an annual review on
such decision, and was of the view that the decision made by the Investment Decision Committee of Guolian Capital
was based on its professional judgement to the new business investment opportunities, reflecting the interest of the

Group.

The Controlling Shareholders have confirmed to the Company that, during the Reporting Period, they have complied
with all the terms of the non-competition agreement. The independent non-executive Directors have conducted an
annual review regarding the compliance of non-competition agreement and have not found any non-compliance issues

on the non-competition agreement by Controlling Shareholders.
Other Disclosures
Share Capital

The information is set out in the “Consolidated Statement of Financial Position” and Note 38 to the consolidated

financial statements of this report.
Pre-emptive Rights

There is no pre-emptive rights arrangement of the Company pursuant to the laws of the PRC and the requirements of

the Articles of Association.

Sufficiency of Public Float

During the Reporting Period and up to the date of this report, the public float of H Shares of the Company is 15.63%,
which remains in compliance with the waiver from strict compliance with the public float requirements granted by HK

Stock Exchange pursuant to Rule 8.08(1)(d) of the Listing Rules.
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Management Contracts

During the Reporting Period, the Company did not enter into any contracts nor had any existing contracts in respect of

all or any management and administration of the Company.
Information on Tax Reduction and Exemption for Holders of H Shares

According to the Notice on the Management of Personal Income Tax Impose after the Abolition of Guo Shui Fa [1993]
No. 045 Document issued by the State Administration of Taxation (Guo Shui Han [2011] No. 348) (BRI #5425 8
PR EDFR 32([1993]0455%8 S EF LE B B RAME A PRSI E B M EREA ) (B K([2011]3488%)), the dividend received by
foreign resident individual shareholders from the issuance of shares in Hong Kong by domestic non-foreign invested
enterprises is subject to the payment of individual income tax according to the items of “interests, dividend and bonus
income”, which shall be withheld by the withholding agents according to relevant laws. The foreign resident individual
shareholders who hold the shares issued by domestic non-foreign invested enterprises in Hong Kong are entitled
to the relevant agreed treatment pursuant to the provisions in the tax agreements signed between the countries
where they reside and China or the tax arrangements between Mainland and Hong Kong (Macau). The tax rate for
dividends under the relevant tax agreements and tax arrangements is generally 10%, and for the purpose of simplifying
tax administration, domestic non-foreign invested enterprises issuing shares in Hong Kong may, when distributing
dividends, generally withhold individual income tax at the rate of 10%, and are not obligated to file an application. If
the tax rate for dividends is not equal to 10%, the following provisions shall apply: (1) for citizens from countries which
have entered into tax agreements/arrangements stipulating a tax rate of lower than 10%, the withholding agents will
file applications on their behalf to seek entitlement of the relevant agreed preferential treatments, and upon approval by
the tax authorities, the excess tax amounts withheld will be refunded; (2) for citizens from countries which have entered
into tax agreements/arrangements stipulating a tax rate of higher than 10% but lower than 20%, the withholding agents
will withhold the individual income tax at the agreed-upon effective tax rate when distributing dividends, and are not
obligated to file an application; (3) for citizens from countries without tax agreements or are under other situations, the

withholding agents will withhold the individual income tax at a tax rate of 20% when distributing dividends.

According to the requirements of the Notice on the Withholding Corporate Income Tax on the Dividends Distributed
by the Chinese Resident Enterprise to Foreign H Shares Non-resident Enterprise Shareholders (Guo Shui Han [2008]
No. 897) KRN HEEREEMRIRIMMBRIFEREERFRERERINAHMEEMSREBABENEN) (FRE
[2008]8973%) ) issued by the SAT, when the Chinese resident enterprises distribute dividends of 2008 and subsequent
years to foreign H Shares non-resident enterprise shareholders, they shall pay the withholding enterprise income tax at
the unified rate of 10%.
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Pursuant to provisions in the Notice on Tax Policy Regarding Shanghai-Hong Kong Stock Connect Pilot Programs
Issued by the Ministry of Finance, the SAT and CSRC (Cai Shui [2014] No. 81) (EA BB B R M F1E2F 5 H G RINIE
BREMBZRS BB BEGE AR UWEEEEH ) (BF#1[2014]815F)) and the Notice on Tax Policy Regarding
Shenzhen-Hong Kong Stock Connect Pilot Programs (Cai Shui [2016] No.127) (RAFSEBREH BT 5 B I B Bk
S B A RRUECR BN ) (B172[2016]1279E) ), for the dividends obtained by mainland individual investors from
investing in H Shares listed in HK Stock Exchange through Shanghai-Hong Kong Stock Connect or Shenzhen-Hong
Kong Stock Connect, such H-share companies shall withhold individual income tax at the tax rate of 20%. For the
dividends obtained by mainland securities investment funds by investing in shares listed in HK Stock Exchange through
Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong Stock Connect, the individual income tax will be levied
pursuant to the provisions mentioned above. For the dividends obtained by mainland enterprise investors from investing
in shares listed in HK Stock Exchange through Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong Stock
Connect, such H-share companies shall not withhold and pay any income taxes on the dividends, as the income taxes
shall be reported and paid by the investing enterprises on their own. Meanwhile, for the dividends obtained by mainland
resident enterprises from holding relevant H Shares for consecutive 12 months, the corporate income taxes shall be

exempted according to laws.

Pursuant to the current practices of Inland Revenue Department of Hong Kong, no withholding taxes shall be levied for

the dividends distributed by the Company.

The shareholders of the Company shall pay the relevant taxes and/or be entitled to tax relieves pursuant to the above

provisions.
Reserves and Reserves of Profits Available for Distribution

Please refer to the “Consolidated Statement of Changes in Equity” and Note 39 to the consolidated financial
statements of this report regarding the changes in the Group’s reserves and reserves of profits available for distribution
during the Reporting Period.

Major Customers and Suppliers

The Company provides services for various individual and institutional customer groups with a large customer base
and wide distribution. The Company’s major customers include non-enterprise institutions, large, medium and small
enterprises, institutional investors and retail customers. During the Reporting Period, revenue generated from the top
five customers amounted to RMB221 million, accounting for 5.22% of total revenue, net investment gains and other
income of the Group. None of the Directors, Supervisors or any of their respective close associates or any shareholder
holding more than 5% of the issued share capital of the Company has any interests in the Company’s top five

customers.

Due to the nature of the business, the Company has no major supplier.
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For the information of the Group’s property and equipment during the Reporting Period, please refer to the

Consolidated Statement of Financial Position and Note 20 of this report.
Fulfillment of Social Responsibilities

For the information of fulfilment of social responsibilities during the Reporting Period, please refer to “(IX) Community

Investment of Ill. Society and Governance Report” in Section 9 of this report.
Relationship between the Company and its Staff, Customers and Suppliers
1. Staff

For details, please refer to Section 7 “VI. Information about Staff and Remuneration of the Company and Major

Subsidiaries” in this report.
2. Customers

For details, please refer to “XV. Other Disclosures” in this section.
3. Suppliers

For details, please refer to “XV. Other Disclosures” in this section.

Compliance with Laws and Regulations

The business of the Company is mainly conducted in mainland China, and the Company has already listed on HK
Stock Exchange and Shanghai Stock Exchange. Hence, in strict compliance with the requirements of laws, regulations
and regulatory documents for both domestic and overseas listing markets, including the Company Law, Securities
Law, Regulations on Supervision and Management of Securities Companies, Measures for the Risk Control Indexes of
Securities Companies, CG Code, the Company has formulated and improved continuously the Articles of Association,
rules and regulations of the Company to regulate the business and operation of the Company, striving to maintain and
promote a sound corporate market image. During the Reporting Period and up to the date of this report, the Company

has complied with the relevant laws and regulations in Mainland China and Hong Kong.
Major Events after the Reporting Period

For details, please refer to Section 5 “VIII. Significant Subsequent Events” of this report.
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Exchange Rate Fluctuation Risks and any Related Hedging

The foreign currency assets and liabilities held by the Company are not material when compared to total assets and
liabilities. In terms of the Company’s revenue structure, the majority of the business transactions are settled in RMB,
with only insignificant revenue from foreign currency transactions. The Company considers that their exchange rate

fluctuation risk is immaterial.
Issued Debentures, Equity Linked Agreement and Share Option Arrangement

Please refer to “2. Debt Financing of (V) Major Investment and Financing Activities under |I. Board’s Discussion and
Analysis on the Operation of the Company during the Reporting Period” for details regarding issued debentures of the

Company.

During the Reporting Period, the Company did not signed any equity linked agreement or had any share option

arrangement.
Business Review

Please refer to section “I. Board’s Discussion and Analysis on the Operation of the Company during the Reporting
Period” for details regarding the fair review and analysis of the business of the Company using financial key
performance indicators and discussion and analysis regarding the future business development of the Company,
section “lll. Risk Management” for details regarding the major risks and uncertainties exposed to the Company, section
“(XI) Compliance with Laws and Regulations of XV. Other Disclosures” for details regarding the Company’s compliance
with the laws and regulations that have material impact on the Company, section “(X) Relationship between the
Company and its Staff, Customers and Suppliers of XV. Other Disclosures” for details regarding the description of the
major relationship between the Company and its staff, customers and suppliers, Section 5 “VIII. Significant Subsequent
Events” of this report for details regarding the significant events that have material impact on the Company after the
end of financial year and Section 9 “Environmental, Social and Governance Report” of this report for details regarding

the environmental policy and performance of the Company.

By order of the Board
Guolian Securities Co., Ltd.
At 1l|' 4

- 4‘ /

&

Ge Xiaobo
Executive Director

24 March 2022
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Significant Penalty or Public Censure during the Reporting
Period of the Company

During the Reporting Period, there was no significant penalty or public censure imposed to the Company.
Significant Lawsuits and Arbitrations
Outstanding Cases during the Reporting Period

During the Reporting Period, the Company was involved in three outstanding cases, the development of which were as

follows:

1. The SME private placement bonds dispute case between the Company and Inner Mongolia Nailun
Agriculture Technology Corporation (AR HRfmRERFERHBBRAR)

For the relevant background information, please refer to the Company’s previous periodic reports. In August
2015, South China International Economic and Trade Arbitration Commission delivered the verdict that the
Inner Mongolia Nailun Agriculture Technology Corporation shall pay the Company the bond principal of
RMBS8.4 million, together with the liquidated damages, deferred compensation and bond interest (the interest
shall be calculated to the date on which Inner Mongolia Nailun Agriculture Technology Corporation fulfills all
payment obligations), etc. and the verdict shall be final. The Company had applied to the court for compulsory

enforcement. As of the end of the Reporting Period, the court ruled to terminate the enforcement.

2. The Stock Pledged Repurchase Transaction dispute case between the Company and Guangzhou Huiyin
Huahe Investment Enterprise (Limited Partnership) (EMEIRESKXRE ¥ (BE4S%)) and Zhang
Guizhen

For the relevant background information, please refer to the Company’s previous periodic reports. In April 2020,
Wuxi Intermediate People’s Court issued a civil written verdict which ruled to reject the Zhang Guizhen’s lawsuit,
and Zhang Guizhen filed an appeal in May 2020. In April 2021, the second trial of Jiangsu Higher People’s

Court was held. As of the end of the Reporting Period, the case is still ongoing.
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The Stock Pledged Repurchase Transaction dispute case between the Company and Peng Peng (2 ff)

For the relevant background information, please refer to the Company’s previous periodic reports. In January
2020, the Company received the execution payment of RMB652,953.76 from Wuxi Intermediate People’s
Court. In March 2020, after ruling that the stocks under the names of Peng Min and Wei Yueping be repaid in
kind to the Company, Wuxi Intermediate People’s Court made a ruling to conclude this enforcement procedure
in April 2020. In September 2021, Wuxi Intermediate People’s Court decided to resume the enforcement
procedure. During the period, Wuxi Intermediate People’s Court disposed of the property under the name of
Peng Min, the person subject to the enforcement ruling. In December 2021, Wuxi Intermediate People’s Court

made a ruling to conclude this enforcement procedure.

In May 2020, the Company submitted a petition to Guilin Intermediate People’s Court to withhold and deduct
the remaining property under the name of Peng Peng, the person subject to the enforcement ruling, and take
personal restrictions such as high consumption restriction. In March 2021, Guilin Intermediate People’s Court
decided to resume the enforcement procedure. During the period, Guilin Intermediate People’s Court disposed
of the property under the name of Peng Peng, the person subject to the enforcement ruling. In December 2021,

Guilin Intermediate People’s Court made a ruling to conclude this enforcement procedure.

Cases Concluded during the Reporting Period

During the Reporting Period, the Company had no concluded cases.
Important Contracts and Their Fulfillment

During the Reporting Period, the Company did not enter into any important contracts.
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Connected Transactions

Particulars of the major related party transactions of the Group for the year ended 31 December 2021 are set out in
note 53 to the financial statement. Save as disclosed in this section, these related party transactions do not constitute

any connected transactions under Chapter 14A of the Listing Rules.

Among which, the related party transactions that constitute connected transactions under Chapter 14A of the Listing
Rules are subject to reporting, annual review and announcement in accordance with the requirements of Chapter 14A
under the Listing Rules, have complied with the provisions in Chapter 14A under the Listing Rules, particulars of which

are as follows:
Continuing Connected Transactions by the Group during this Year

The Continuing Connected Transactions of the Group are mainly conducted with Guolian Group and its Associates.
Guolian Group is the Controlling Shareholder of the Company. Under the Listing Rules, Guolian Group and its
Associates are Connected Persons of the Group. Therefore, the agreements entered into between the Group and
Guolian Group and its Associates constitute Connected Transactions under the Listing Rules. The Company renewed
the Securities and Financial Services Framework Agreement and the Property Leasing and Related Services Framework
Agreement with Guolian Group on 18 December 2020. In view of the past long-term cooperative relationship between
the Group and Guolian Group and its associates, such transactions have facilitated and will continue to facilitate the
overall business operation and business growth of the Group. At the same time, through integrating the advantageous
resources of the Group and Guolian Group and its associates, they will lower operating costs and general expenditure
of the Group, provide additional revenue source for the Group and further enhance the profitability of the Group and
its position in the securities industry. Furthermore, based on knowledge of Guolian Group and its associates regarding
the operation of the Group, they are capable of providing more suitable and effective services to the Group when
compared with independent third parties. As one or more of the applicable percentage ratios of the annual caps for the
years of 2021, 2022 and 2023 under the Securities and Financial Services Framework Agreement and Property Leasing
and Related Services Framework Agreement are more than 0.1% but less than 5%, the Securities and Financial
Services Framework Agreement, Property Leasing and Related Services Framework Agreement and the transactions
contemplated thereunder are subject to the reporting, announcement and annual review requirements under Chapter
14A of the Listing Rules, but are exempted from the independent shareholders’ approval requirements.

The validity period of the Securities and Financial Services Framework Agreement and Property Leasing and Related
Services Framework Agreement are three years respectively, commencing on 1 January 2021 and expiring on 31
December 2023, and renewable under the mutual agreement of both parties and in compliance with the Listing Rules.

The principal terms and conditions of the Securities and Financial Services Framework Agreement and Property

Leasing and Related Services Framework Agreement are set out in the announcement of the Company dated
18 December 2020.
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Securities and Financial Framework Agreement

1.

Securities and financial services

According to the requirements of Guolian Group, the Group shall provide to Guolian Group and its
associates a series of financial services, including securities brokerage (including seat leasing) services,
Futures IB services, securities asset management services, agency sales of financial products services,
financial advisory services, underwriting and sponsorship services, securities investment consultancy

services and other financial services approved by China Securities Regulatory Commission.

According to the requirements of the Group, Guolian Group and its associates shall provide to the Group
a series of financial services, including management services of trust plans, futures brokerage services,
futures investment consultancy services, commercial insurance services and other financial services
approved by China Securities Regulatory Commission and China Banking and Insurance Regulatory

Commission.

Securities and financial products

According to the requirements of both parties, the Group conducts securities and financial products
transactions with Guolian Group and its associates, including sales under repurchase agreements in
the inter-bank and exchanges market by the Group. The Group subscribes for the trust plans and other
products issued by Guolian Group and its associates. Guolian Group and its associates subscribe for
the income certificates, privately issued bonds, asset backed securities and pledged dealer-quoted

repurchase products issued by the Group.

Basis of pricing

1.

Securities and financial services

(1) Pursuant to the Securities and Financial Framework Agreement, the service fees and
commissions receivable from related securities and financial services provided by the Group to
Guolian Group and its associates are determined under applicable laws and regulations, with
reference to current market price after arm’s length negotiations and shall not be less than the

price receivable by the Group from independent third parties for the same type of services.
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Securities brokerage services

The commissions are determined after arm’s length negotiations between the parties with
reference to, among other things, the commission rates applicable to independent third

parties and the estimated scale of the brokerage transactions.
Futures IB services

The service fee of Futures IB is determined with reference to industry practice, the
revenue sharing ratio of major securities companies in China and upon fair negotiation.
According to the latest available market data, in respect of Futures IB business, the major
securities companies in China usually split revenue with futures dealers at a certain ratio.
In respect of the Futures IB transaction between the Group and Guolian Futures, the
revenue sharing ratio will fall within the prevailing market revenue sharing ratio scope and

is set at a standard more favorable to the Group compared with the market practices.
Securities asset management services

In respect of the pricing policy of service fee of Collective Asset Management Scheme,
the subscription price, management fee and other terms with Guolian Group is consistent
with normal commercial terms and those of the Group’s similar transactions with
independent third party investors. The fee ratios of transactions between the Group and
Guolian Group fall within a certain ratio range of similar transactions in the market. In
addition, the Group will take into account factors such as basic conditions of the assets

or business to determine the management fee.

In respect of the pricing policy of service fee of Targeted Asset Management Scheme
with Guolian Group, as each transaction has different target assets whose conditions
vary from each other, it is hard to set out a standardized fee ratio. However, the Group
determines the management fee based on the price of similar transactions in the market
which have similar target asset or in similar condition. In addition, historical management
fee in similar transactions between the Group and independent third parties will also be
considered, so as to ensure that the price between the Group and Guolian Group is not

less favorable to the Group.
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Agency sales of financial products services

In respect of agency sales of financial products, as the risk factors of different products
vary from each other, products with higher risks charge higher agency sales fee. There
is no specific standard price or commission rate in the market. Therefore, the price of
agency sales transactions between the Group and Guolian Trust is determined upon
fair trade principle and with reference to market price and industry practice for specific

products.

Financial advisory services

As the financial advisory services are highly individualized, different transaction’s target
business varies in size, conditions and different counterparties have different bargaining
power, it is hard to set out a standardized price or fee ratio. However, the Group will refer
to the price of similar transactions which are available publicly in third-party databases,
and the price of the Group’s similar historical transactions with independent third parties

to ensure the services fee is not less favorable to the Group.

Underwriting and sponsorship services

The competition in securities underwriting and sponsorship service market is intense,
and the commission fees and rates are typically transparent and standardized across the
market. The service fees shall be determined after arm’s length negotiation with reference
to, among other things, the prevailing market prices, total amount of funds to be raised
and commission rate charged to the independent third party by the Group for provision of

similar services.

Securities investment consultancy services

Such service fees shall be determined after arm’s length negotiation with reference to the

prevailing market rates of transactions with similar types and size.
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Pursuant to the Securities and Financial Framework Agreement, the service fees and
commissions receivable from related securities and financial services provided by Guolian Group
and its associates to the Group are determined under applicable laws and regulations, with
reference to the current market price after arm’s length negotiations and shall not be higher than

the price payable by the Group to independent third parties for the same type of services.
() Management services of trust plans

The price of management services of trust plans is determined with reference to the
similar management services of trust plans in the market and upon fair negotiation
between the Group and Guolian Trust. During the negotiation, the Group will refer to the
management fee ratio charged by independent third parties of the Group’s historical
similar transactions to ensure that the management fee charged by Guolian Trust is not

higher than or even lower than the management fees paid by the Group to third parties.
(i) Futures brokerage services

The commissions are determined after arm’s length negotiations between the parties with
reference to, among other things, the commission rates applicable to independent third

parties and the estimated scale of the brokerage transactions.
(i) Futures investment consultancy services

The service fee of futures investment consultancy is determined after arm’s length
negotiation with reference to the industry average fee standard. In respect of the futures
investment consultancy business between the Company and Guolian Futures, the

standard of investment consultancy service fee is approximate to the market average.
(iv) Commercial insurance services

The pricing principles of commercial insurance services are based on those factors such
as the industry category in which the Group operates, the number of the insured, the
average age of the insured, the participation of the insured in local social insurance and
the insured amount demanded, and in accordance with the underwriting rules of Guolian
Life Insurance and previous experience in premium calculation to comprehensively

determine the service prices.
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Pursuant to the Securities and Financial Framework Agreement, Guolian Group and its

associates will subscribe for the relevant securities and financial products issued by the Group at

the then applicable market price or market rate for such type of securities and financial products

based on arm’s length negotiation between the parties.

(0

(i)

(ii)

Sales under repurchase agreements in the inter-bank and exchanges market

The prices for transactions in the PRC inter-bank bond market and the PRC exchange
bond market are determined based on the prices quoted in the PRC inter-bank bond
market and the PRC exchange bond market. Such prices are mainly determined with
reference to the valuation of relevant securities and financial products published by China
Central Depository & Clearing Co., Ltd., the yield curve and the turnover details published
by China Foreign Exchange Trading System & National Interbank Funding Centre.

Income certificates, privately issued bonds and other products

The Group issues income certificates, privately issued bonds and other products based
on its funding needs. The prices of income certificates and privately issued bonds issued
by the Group are determined based on the prices of comparable similar products in the
market. Among them, the subscription for the existing income certificates and privately
issued bonds issued by the Group to Guolian Group and its associates are conducted
on normal commercial terms and the Group does not provide collateral. Therefore, these
transactions are exempted continuing connected transactions under the Listing Rules. No

exemption will be granted in cases where the Group is required to provide collateral.

Asset backed securities

Since the target assets of each product are different, and the conditions such as the
income rights and risks are different, it is difficult to set a standard fee rate. The Group
determines the fees based on the prices of similar target assets or similar transactions in
the market to ensure that the gains received from similar products by Guolian Group and

its associates and independent third parties are the same.
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(iv) Pledged dealer-quoted repurchase

The Group determines the fees based on the prices of similar target assets or similar
transactions in the market to ensure that the gains received from similar products by

Guolian Group and its associates and independent third parties are the same.

Pursuant to the Securities and Financial Framework Agreement, the Group will subscribe for the
relevant securities and financial products issued by Guolian Group and its associates at the then
applicable market price or market rate for such type of securities and financial products based

on arm’s length negotiation between the parties.
) Trust plans and other products

The subscription price is at the same subscription price as the subscriptions by other
investors. Such subscription price is determined by the financial institutions which set
up the financial products after considering the fundamentals of the assets/businesses
to be invested. The Group will refer to the expected yield of similar trust plans in the
market at that time when subscribing for the trust plans issued by Guolian Group and its

associates.
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1. Securities and Financial Services
During the Reporting Period, the particulars of the commissions charged,”paid by the Group for the
provision of /receiving the securities and financial services to,”from Guolian Group and its Associates

were as follows:

Unit: RMB’million

2021 2021
Annual Cap of Actual

Transaction Transaction

Amount Amount

Revenue received by the Group

Including securities brokerage (including seat leasing) services,
Futures IB services, securities asset management services,
agency sales of financial products services, financial advisory
services, underwriting and sponsorship services, securities
investment consultancy services and other financ