@Mbtpﬁﬁiﬁﬁl%ﬁ&ﬁﬁgﬁﬁﬁﬁl
CSC FINANCIAL CO., LTD.

(A joint stock company incorporated in the People’s Republic of China with limited liability)
Stock Code: 6066

Annual Report



CONTENTS

DEFINITIONS . .. ... 2
CHAIRMAN’S STATEMENT . . . ........ ... .. .. 6
SECTION 1 IMPORTANT NOTICE . . ........... 10
SECTION 2 COMPANY INFORMATION . ... ... .. 12
SECTION 3  FINANCIAL SUMMARY .. .......... 37
SECTION 4  MANAGEMENT DISCUSSION AND
ANALYSIS ... ... o 43
SECTION 5 REPORT OF DIRECTORS . ... ... ... 118
SECTION 6  OTHER SIGNIFICANT EVENTS . . .. .. 140

SECTION 7 CHANGES IN SHARES AND
INFORMATION ON

SUBSTANTIAL SHAREHOLDERS . ... 147
SECTION 8 DIRECTORS, SUPERVISORS, SENIOR

MANAGEMENT AND EMPLOYEES . .. 152
SECTION 9 CORPORATE GOVERNANCE

REPORT. ... ... ... ... ... ........ 191
SECTION 10 ENVIRONMENTAL, SOCIAL AND

GOVERNANCE REPORT. .. ........ 232
Annex Independent Auditor’s Report and

Notes to the Consolidated Financial
Statements .. ... ... .. 255

Annual Report 2021



DEFINITIONS

Unless the context otherwise requires, the following expressions have the following meanings in this

annual report:

“A Share(s)”

“Articles of Association” or
“Articles”

“Beijing Financial Holdings
Group”

“Board” or “Board of Directors”

“BSCOMC”

“Central Huijin”
“China Securities Capital”

“China Securities Funds”

“China Securities Futures”

“China Securities International”

“China Securities Investment”
“‘Clc”

“CITIC Corporation”

CSC Financial Co., Ltd.

listed domestic shares in the share capital of our Company with
a nominal value of RMB1.00 each, listed on the Shanghai Stock
Exchange and traded in RMB

the articles of association of the Company

Beijing Financial Holdings Group Limited (It X & @iIE £ B BR A 7))

the Board of Directors of our Company

Beijing State-owned Capital Operation and Management Center (Jt
REBERKEEERD L)

Central Huijin Investment Limited (P REGIREBRET A A)
China Capital Management Limited (P52 EAERBR AR

China Securities Funds Management Limited (F{E2EESLEE AR
NI

China Futures Co., Ltd. (P22 HEER A7)

China Securities (International) Finance Holding Company Limited (4
Ear (B € mERARAR])

China Securities Investment Limited (R {E &I EB R A7)
China Investment Corporation (R E& EER & T A A])

CITIC Corporation Limited (R EIFR{ZH R A F])



DEFINITIONS (Continued)

“CITIC Group”

“CITIC Limited”

“CITIC Securities”

“‘Company Law”

“connected transaction”

“CSC” or “Company”, “our

Company”, “parent company”

“CSRC”

“Director(s)”

“FICC”

“Glasslake Holdings”

“Group”

“H Share(s)”

“HK$” or “HKD”

“Hong Kong” or “HK”

“Stock Exchange Listing Rules”

CITIC Group Corporation Ltd. (FEIFR{zEBE AR A7)
CITIC Limited (FEIFERMHDBIRAF])

CITIC Securities Co., Ltd. (FIEEHBRHER A F)
Company Law of the People’s Republic of China

has the same meaning ascribed to it under the Hong Kong Listing
Rules

CSC Financial Co., Ltd.

o
e
H
m
ifs3

\
/

China Securities Regulatory Commission (B % % B5 &
the director(s) of our Company

Fixed-income securities, currencies and commodities
Glasslake Holdings Limited (S84 AR A 7))

CSC Financial Co., Ltd. and its subsidiaries

listed overseas foreign shares in the share capital of our Company
with a nominal value of RMB1.00 each, listed on the Hong Kong
Stock Exchange and traded in HK dollars

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC

the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (as amended from time to time)
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DEFINITIONS (Continued)

“Hong Kong Stock Exchange”
or “HKEX”

‘IPO”

“Listing Rules of the SSE”

“Ministry of Finance”
“NEEQ”

“NEEQ Company”

“PRC” or “China”
“PwC”

“PwC Zhong Tian”
“‘QDII”

“QFII”

“related party/connected
transaction”

“related party transaction(s)”

“Reporting Period/2021”

“‘RMB” or “Renminbi”

CSC Financial Co., Ltd.

The Stock Exchange of Hong Kong Limited

Initial Public Offering

the Rules Governing the Listing of Stocks on the Shanghai Stock
Exchange (as amended from time to time)

Ministry of Finance of the People’s Republic of China
the National Equities Exchange and Quotations

National Equities Exchange and Quotations Co., Ltd. (& B F/MPERK
NEERRAREETAA)

the People’s Republic of China

PricewaterhouseCoopers

PricewaterhouseCoopers Zhong Tian LLP

Qualified Domestic Institutional Investor

Qualified Foreign Institutional Investor

related party transaction(s) and connected transaction(s)

has the same meaning ascribed to it under the Listing Rules of the
SSE

from January 1, 2021 to December 31, 2021

the lawful currency of the PRC



DEFINITIONS (Continued)

Renminbi Qualified Foreign Institutional Investor
Securities Law of the People’s Republic of China

Shanghai Stock Exchange and Shenzhen Stock Exchange

“‘RQFII”
“Securities Law”
“Shanghai and Shenzhen Stock
Exchanges”
“Share(s)” ordinary shares in the share capital of our Company with a nominal
value of RMB1.00 each, comprising A Shares and H Shares
“Shareholder(s)” holder(s) of the Share(s)
“SSE” Shanghai Stock Exchange
“State-owned Assets the State-owned Assets Supervision and Administration Commission
Supervision and of People’s Government of the Beijing Municipality (3t =M A REATE
Administration Commission FEEEEEEZER)
of Beijing”
the supervisor(s) of the Company
the supervisory committee of the Company

“Supervisor(s)”
Shenzhen Stock Exchange

“Supervisory Committee”
Beijing Stock Exchange

“SZSE”
Xizang Tengyun Investment Management Limited (FafiEZREEE

“BSE”
BIRA])

“Tengyun Investment”
December 31, 2021

“the end of the Reporting
Period” or “the end of 2021”
March 30, 2022
United States dollars, the lawful currency of the United States

“Date of Disclosure of the

Report”

Wind Information Co., Ltd. (E/8EFEERMRHBRAR])

‘US$”
Annual Report 2021

“Wind Info”, “Wind”



CHAIRMAN’S STATEMENT

Dear Shareholders,

In March, it is time to report the Company’s achievements over the past year and future prospects to all
shareholders. The year 2021 marks the centenary of the founding of the Communist Party of China (CPC)
and the beginning of the 14th Five-Year Plan. China has continued to consolidate pandemic prevention
and control, economic recovery is at the forefront of major economies in the world, and the capital
market has also shown a positive trend of vigorous growth. Shanghai and Shenzhen stock markets
have reached the most active trading level in history, and the scale of equity and debt financing has
reached a record high, which contributed positive strength to the growth of national economy. The
establishment of Beijing Stock Exchange represents the key to the construction of China’s multi-level
capital market system, which has far-reaching influence. With the vigorous development of China’s
securities market and the hard work of all CSC employees, we have once again set a new record of best
operating performance since 2020 and achieved “three years of unbroken improvement”. According to
the audited financial data of the China Accounting Standards for Business Enterprises, as of the end of
2021, the total assets of the Group amounted to RMB452,791 million, and the net assets attributable to
the shareholders of the parent company amounted to RMB79,818 million, representing an increase of
22% and 18%, respectively; in 2021, the Group achieved operating income of RMB29,872 million and
a net profit attributable to the shareholders of the parent company of RMB10,239 million, representing
an increase of 28% and 8%, respectively. The weighted average return on net assets reached 15.80%,
continuing to maintain the leading level in the industry and creating value to all of our shareholders.

All business segments of the Company developed stably and achieved successive achievements.
Investment banking business has once again achieved remarkable performance and continued to be
at the forefront of the market. It is the core representative of our industry status and professional image.
The number and amount of lead underwriters of IPO and equity refinancing rank among the top, and
the bond underwriting business continues to be unparalleled, representing the top level of the current
market. We have successfully assisted China Telecom and China Mobile to return to the A-share IPO
and completed the IPO projects in strategic emerging fields such as semiconductor, pharmaceuticals
and new materials, which fully reflects the Company’s leading position in the market and the original
intention and mission of actively serving the national strategy and the development of the real economy.
The wealth management business has made outstanding achievements, the trading volume and market
share have continued to increase, and the net income, market share and ranking of core business
such as securities brokerage, agency sales of financial products and customer custody securities have
been significantly improved. The ranking of the average monthly active customers of Qingting Dianjin
APP has steadily improved, and a major breakthrough has been made in online customer acquisition.

m CSC Financial Co., Ltd.



CHAIRMAN’S STATEMENT (Continued)

The outstanding performance of wealth management business is not only the inevitable result of years
of accumulation, but it has also greatly enhanced our confidence and strength in promoting strategic
transformation and pursuing healthy development. With the rapid development of institutional business,
the market influence and brand reputation of research, derivatives, custody, QFIl and RQFII are
increasing day by day. As a Prime Brokerage, the Company has been recognized by the majority of
institutional customers in various markets, the number of newly added custodian public funds ranked
No.1 among securities firms, and the service capacity and commission income of investment research
have also been further improved. The institutional business, which has various types and is closely
related to each business line, is the strategic focus of the Company to serve all kinds of institutional
investors and become first-class in the industry. The fixed income business has further performed
well, and bond proprietary investment and bond sales have achieved further success bond investment
consulting business have been favored by customers. The derivatives trading business has achieved
remarkable results. The newly added scale of OTC option business and revenue swap business has
increased significantly. With the active transformation over the years, the scale of equity products
in asset management business has nearly doubled, and the establishment of asset management
companies is advancing in an orderly manner. The structure of securities and financial business has
been continuously optimized, the balance of margin financing and securities lending has increased
rapidly, and the market ranking of the interest income from collateralized stock repurchase has been
improved. In particular, the performance contribution of subsidiaries has increased steadily, and the
contribution to the Company’s overall income and profit has increased from 10% and 9% in 2020 to 14%
and 17%. The performance of China Securities Futures was outstanding, and its operating income and
net profit hit a record high for two consecutive years. Many of the invested projects of China Securities
Capital have been listed smoothly, both a cumulative amount of investment an average investment
yield from exit projects are considerable. China Securities International has made full use of the role
of international bridgehead and has become an important member of Chinese securities firms in Hong
Kong. The performance of many products of China Securities Funds ranked high in the market and
China Securities Funds has become a wholly owned subsidiary of the Company in February 2022. China
Securities Investment has also made great progress and its contribution to the Company’s income and
profit has become increasingly important. For the detailed information and specific data of the above
businesses, please refer to the section headed “Management Discussion and Analysis” of this annual
report.
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CHAIRMAN’S STATEMENT (Continued)

The establishment of Beijing Stock Exchange has injected new advantageous business for us. Since
2011, we have been deeply engaged in the NEEQ market for a long term, and have been working
hard for a decade. Finally, we have successfully grasped the significant historical opportunity of
the establishment of the Beijing Stock Exchange, and we have been in a leading position. We have
firmly established the “main position consciousness”, adhered to the “investment bank first and
comprehensive layout”, actively and fully participated in all businesses of the Beijing Stock Exchange,
and provided full product and full life cycle services for innovative small and medium-sized enterprises.
Through investment banking, brokerage, proprietary trading, research, equity investment and other
dimensions, we have extensively and deeply participated in the development process of the Beijing
Stock Exchange, resonated with the national strategy, and once again won a good reputation and
social influence. Among the 81 companies listed on the first batch of the Beijing Stock Exchange, 12
companies are sponsored by the Company, raising RMB2.8 billion, ranking first in the market, and
realizing the registration system of STAR Market and GEM. The number of sponsored companies listed
on the first batch of the Beijing Stock Exchange has been the top for the last three years in a row.
This achievement fully demonstrates our commitment to serving small and medium-sized enterprises,
focusing on specialties and new products, and the characteristics of serving the real

Strong support of correct and clear strategic planning is inevitable for the increasingly large and rapid
development of the business sector. Our vision have always been focusing on the continuous upgrade
of business management and future development trend of the industry. We have firmly abandoned
the misconception of be conservative, and we would rather think out of the box. “Benefiting others
for common prosperity”. We have fully participated in the “co-financing synergy” strategy of CITIC
Group and carried out a series of synergy cooperation with financial subsidiaries such as CITIC Bank,
CITIC Trust and CITIC Prudential to enhance efficiency. The Company has also made outstanding
progress in internal collaboration. By actively coordinating various resources, improving the assessment
mechanism and building an information collaboration platform, all business lines have continuously
provided customers with comprehensive financial services by taking advantage of joint advantages with
remarkable results. Steady progress has been made in cross-border integration. The Company’s core
businesses such as investment banking, fixed income, derivatives, research and equity investment have
taken root and developed steadily in Hong Kong, China through China Securities International. Our
integrated management of other subsidiaries is also advancing in an orderly manner. Digital work has
been promoted in an all-round way. Empowered customers, empowered employees and empowered
management have made remarkable achievements, and also achieved the effect of reducing costs and
increasing efficiency. In the direction of enabling full-service development by science and technology,
we have accelerated the application layout of new generation technologies such as cloud facilities, big
data, artificial intelligence and blockchain in the Company’s important business lines and compliance
risk control; we have continued to strengthen the in-depth cooperation with excellent Internet
enterprises, combined leading technologies with securities business scenarios, developed a micro
ecological operation platform with full internal and external links and laid a foundation for the online
development of the Company’s wealth management and other businesses.

CSC Financial Co., Ltd.



CHAIRMAN’S STATEMENT (Continued)

In the upcoming year, we will always adhere to the principle of “seeking improvement in stability”.
In terms of “stability”, we focus on properly handling two dialectical relations, one is the dialectical
relationship between ‘changing” and “not changing”. As a business operator, we always follow the
trend and keep pace with the times in the face of the changing situations, which are all about “changing”.
At the same time, we pay more attention to “not changing”, that is, the overall situation consciousness
and responsibility of bearing in mind the two major landscapes and national interests cannot be
changed; the original mission of “financial services for the real economy” cannot be changed; the
vision and ambition of pursuing excellence and building a first-class investment bank in China cannot
be changed. The other is the dialectical relationship between “doing” and “not doing”. The core value
of the Company is “achievements leading to status”, and we have been asking all employees to act
and make progress in their respective positions. But at the same time, we shall also bear in mind the
consequences of “not doing”. In the operation and management of the Company, for matters that do
not meet the requirements of the major policies and policy guidance of the Party and the State, we do
not do; for matters that do not comply with laws and regulations, we do not do; for matters that do not
conform to or infringe upon the interests of customers, we do not do. What cannot be changed remains
unchanged, what cannot be done remains undone. Only in this way can we have the foundation and
guarantee for seeking improvement in “stability”. In terms of “progress”, we should first maintain
the mentality of “progress”, resolutely avoid falling into the “comfort zone”, never slacken, strive for
success, and constantly pursue the ranking of various business indicators of the Company. “Progress”
is by no means a blind and restless advancement of the great leap forward, but a “solid progress”
and “step-by-step progress”. In the face of challenges, we will meet difficulties, be brave in taking
responsibility, act actively, and strive to fully achieve the annual business objectives.

Work hard, pay attention to practice, integrate knowledge, and start well and end well. As a listed
company and sponsor, we have always implemented the national requirements of “improving the quality
of listed companies” and actively participated in the era of deepening reform as well as continuous
upgrade and transformation of the capital market. In the new year, with crystal clear expectations and
requirements put forward by the Central Committee of the Communist Party on “financial institutions
serving the real economy” and the implementation of a series of major financial policies such as the
reform to introduce a system of registration for issuing stocks, securities companies are bound to usher
in a more important period of development. We attach great importance to this precious opportunity,
make full preparation at all times, forge ahead, keep surpassing, and make unremitting efforts to
build CSC into a first-class investment bank in China with customer trust, employee recognition and
shareholder satisfaction.

Thank you!
Chairman

WANG Changqing
March 30, 2022
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SECTION 1 IMPORTANT NOTICE

VI.

The Board of Directors, the Supervisory Committee of the Company, the Directors, the
Supervisors and the senior management warrant the truthfulness, accuracy and completeness of
this annual report and that there is no misrepresentation on, misleading statement in, or material
omission from, this annual report, and will assume joint and several liabilities.

This report was considered and approved at the fortieth meeting of the second session of the
Board of Directors of the Company. All Directors of the Company attended the board meeting. No
Director raised any objection to this annual report.

PricewaterhouseCoopers Zhong Tian LLP and PricewaterhouseCoopers issued the auditor’s
reports with standard unqualified audit opinion, respectively.

Wang Changging, Chairman of the Company, Li Geping, the General Manager and the Chief
Financial Officer, and Zhao Ming, head of the Company’s accounting department (chief
accountant), warrant that the financial statements set out in this annual report are true, accurate
and complete.

The plans for profit distribution or capital reserve capitalization for the reporting period were
considered by the Board of Directors

The 2021 profit distribution plan formulated by the Company is as follows: the Company proposes
to distribute in the form of cash dividends, on the basis of 7,756,694,797 shares in the total
issued share capital as at December 31, 2021, RMB3.95 (tax inclusive) for every 10 shares to all
Shareholders. The proposal has yet to be submitted at the general meeting of the Company for
approval.

Risk statement for forward-looking statements
Forward-looking statements, including future plans and development strategies, contained in this

report do not constitute a substantive commitment to investors by the Company. Investors should
be aware of investment risks.

CSC Financial Co., Ltd.



SECTION 1 IMPORTANT NOTICE (Continued)

VII.  Whether there was any appropriation of funds by controlling shareholder(s) or its/their related
parties for non-operating purposes

No

VIII.  Whether any guarantee was made to external parties against the stipulated decision-making
Process

No

IX.  Whether more than half of the directors cannot guarantee the truthfulness, accuracy and
completeness of the annual report disclosed by the Company

No
X. Material risk warning

During the reporting period, no material risk matter existed in the Company. The Company has
described the relevant potential risks in this report in detail. Please refer to “Potential Risks” in
Section 4 "Management Discussion and Analysis® of this annual report.

XI. Others

The Company prepared this annual report in both English and Chinese. In the event of any
discrepancies in interpretation between the English version and Chinese version of this annual
report, the Chinese version shall prevail. In this annual report, the currency is mainly RMB or
Hong Kong dollar. If there is no specific indication, the currency is RMB; the discrepancies in the
decimal place between the sum of the amount of each sub-item and the grand total are due to
rounding to the nearest integer.
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SECTION 2 COMPANY INFORMATION

. PROFILE

Name in Chinese REEERELFRNHDERAR

Abbreviation in Chinese PIEEKRES

Name in English China Securities Co., Ltd.
CSC Financial Co., Ltd. (carrying on business in Hong Kong with
such registered English name)

Abbreviation in English CSC

Legal Representative Wang Changging

General Manager Li Geping

Authorized Representatives Wang Changging, Li Geping
Joint Company Secretaries Wang Guangxue, Huang Huiling

Registered Capital and Net Capital of the Company

Unit: RMB
As at the end of the As at the end of
Reporting Period the previous year

(December 31, 2021) (December 31, 2020)

Registered Capital 7,756,694,797.00 7,646,385,238.00
Net Capital 66,931,599,813.72 65,034,974,819.98

Note: As of December 31, 2020, the total number of shares of the Company was 7,756,694,797
shares, and the registered capital shall be changed to RMB7,756,694,797 accordingly. The
Company completed the registration procedures for the change of business license related
to the above registered capital in June 2021.

Scope of Business and Business Qualifications for Each Individual Business
of the Company

The business scope of the Company mainly includes: securities brokerage; securities investment
consulting; financial advisory relating to securities trading and securities investment activities;
securities underwriting and sponsoring; proprietary securities trading; securities asset
management; agency sale of securities investment funds; provision of intermediary business to
futures companies; margin financing and securities lending; agency sale of financial products;
stock options market making; custodian for securities investment fund; sale of precious metal
products.

CSC Financial Co., Ltd.



SECTION 2 COMPANY INFORMATION (Continued)

In addition, the Company also possesses the following major individual business qualifications
(items 83-90 were business qualifications newly obtained in 2021):

w

© N o oA

11.
12.
13.
14.
15.
16.

17.
18.

19.

20.
21.
22.

23.

24.
25.
26.
27.

28.

29.

30.
31.

Clearing Member of the China Central Depository & Clearing Co., Ltd. (Group A)
Qualification of Trading Business in the national interbank bond market of the PRC

Class B Clearing Participant of the China Securities Depository and Clearing Corporation
Limited

Interbank lending qualifications

Qualification to engage in direct investment business

Primary dealer of Integrated Electronic Platform of Fixed-income Securities of SSE
Securities companies lease trading seats to insurance institutional investors

Qualification of trading business for securities companies to engage in stock index futures
Clearing Member of the Interbank Market Settlement Co., Limited (direct clearing member)
Qualification for securities account opening agency business

Qualification of Securities Business and Foreign Exchange Operating License

Qualification of interest rate swap using its proprietary funds of securities

Qualification of refinancing business

Qualification of contractual repurchase securities transaction business

Qualification of counter trading business

Class A lead underwriter of inter-bank debt financing instruments price quotation for non-
financial companies

Business qualification of entrusted management of insurance funds

Chief agency broker of National Equities Exchange and Quotations System for small and
medium enterprise

Qualifications of securities companies for business engagement with special institutional
clients of insurance institutions

Qualification of collateralized stock repurchase business

Issuing institution of CRMW

Qualification of trading business for proprietary business to engage in treasury bond
futures

Qualification of financial derivatives business (Swapping financial derivatives and counter
trading business of OTC option)

Qualification of integrated custodian business for private funds

Qualification of conducting capital consumption payment services for client securities
Qualification of bond repurchase business with collateralized quotes

Qualification for Interbank Market Settlement Co., Limited to participate in the mutual swap
and central clearing of Renminbi interest rates

Qualification of market making business of National Equities Exchange and Quotations
System

Participant of quotation and service system for inter-institutional private equity products
Special Membership of Shanghai Gold Exchange

Qualification of piloting of Internet securities business
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SECTION 2 COMPANY INFORMATION (Continued)

32.
33.

34.

35.

36.
37.
38.

39.

40.

4.
42.
43.
44,
45,

46.
47.
48.
49.
50.

51.
52.
53.
54.
55.
56.
57.
58.
59.
60.

61.
62.

63.

Qualification of CRMW instruments selling business

Qualification for conducting Southbound Trading business under the Shanghai-Hong Kong
Stock Connect

Qualification of agency business for precious metal spot contracts and proprietary
business for spot gold contracts

Qualification of business of financing of exercising Share incentive scheme of listed
companies

Participant for stock options trading of SSE

Business Qualification for Options Settlement

Qualification of Interbank Market Settlement Co., Limited to participate in the Bond
Transaction Net Clearing Business

Qualification of Interbank Market Settlement Co., Limited to participate in the remote
Centralized Clearing Business of standard bond transactions

Qualification for conducting overseas securities investment and management business by
Qualified Domestic Institutional Investor (QDII)

Foreign currency lending membership of China Foreign Exchange Trading System

Private fund outsourcing business

Qualification of interbank gold inquiry business

Class A General Clearing Members of Interbank Market Settlement Co., Limited
Qualification of Interbank Market Settlement Co., Limited to participate in the Central
Clearing Transaction of Shipping and Commodities Derivatives

International Member (Class A) of Shanghai Gold Exchange

Qualification of Free Zone Bond Business of Interbank Market Settlement Co., Limited

Key trader of CRMW instruments

Issuing institution of credit-linked notes

Qualification for conducting Southbound Trading business under Shenzhen-Hong Kong
Stock Connect

Qualification of Credit Assets Registration and Transfer Business

Participant of the Chinese commercial paper trading system

Northbound Trading Quote Agency

Primary trader for OTC option

Pilot qualification of cross-border business

Qualification of credit derivatives business

Major market maker of the listed fund on SSE

SSE core market maker of credit protection contract

Qualification of investor securities registration business

Qualification for Interbank Market Settlement Co., Limited to participate in the Business of
Central Clearing for Credit Default Swap

SZSE core dealer of credit protection contract

Qualification of Business of the transfer of Science and Technology Innovation Board to
margin securities

Qualification of consultation services for military confidential business

CSC Financial Co., Ltd.



SECTION 2 COMPANY INFORMATION (Continued)

64.
65.
66.
67.
68.
69.
70.
71.

72.
73.
74.
75.
76.
77.
78.
79.
80.
81.

82.
83.

84.

85.

86.

87.

88.
89.

90.

Qualification of Shanghai Free Trade Zone and overseas bond business

Qualification of consultation stock options business on SZSE

Issuer of credit protection certificate (SSE)

Qualification of market making business for Stock Options

Qualification of market maker of CSI 300ETF options of China Financial Futures Exchange
Lead Market Maker of CSI 300ETF options of Shanghai Stock Exchange

Business qualification for sale and purchase of foreign currencies

Participants in RMB foreign exchange inquiry trading and clearing business in the interbank
market

Partner of the valuation of Chinese bonds

Member of the interbank foreign exchange market

Member of inter-bank foreign currency market

Pilot qualification of fund investment advisory business

Members of the interest rate option market

Qualification of trustee for debt financing instruments of non-financial institutions
Qualification of H-share Full Circulation Business

Qualification of foreign exchange client business

Primary market makers of SSE 50ETF Options

Qualification for independent underwriting of debt financing instruments of non-financial
institutions

Member of book-entry treasury bond underwriting syndicates (2021-2023)

Member of 2021 Renminbi Financial Bond Underwriting Marketmarking Group of National
Development Bank

Interest rate option quotation agency

Cash bond market maker in inter-bank bond market

CFETS-SHCH-GTJA High-grade CDS index quotation institution

Qualified creation institution for bond pledge repurchase business of credit protected
bonds

Qualification of intermediary service institution of Beijing Equity Trading Center
Qualification of pilot business for optimizing account management function of securities
companies

Qualification for market making business of treasure bond futures
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SECTION 2 COMPANY INFORMATION (Continued)

. CONTACT PERSONS AND DETAILS

Secretary to the Board, Company Secretary

Contact Person Wang Guangxue

Contact Address No. 188 Chaonei Avenue, Dongcheng District, Beijing
Telephone 010-65608107

Facsimile 010-65186399

Email investorrelations@csc.com.cn

lll. BASIC INFORMATION

Registered Address Unit 4, No. 66 Anli Road, Chaoyang District, Beijing
Postal Code of Registered Address 100101

Principal Office Address No. 188 Chaonei Avenue, Dongcheng District, Beijing
Postal Code of Office Address 100010

Place of Business in Hong Kong 18/F, Two Exchange Square, Central, Hong Kong
Website www.csc108.com

Email investorrelations@csc.com.cn

Telephone 010-85130588

Facsimile 010-65186399

National Customer Service Hotline  95587/4008888108

Investor Relations Hotline 010-65608107

United Social Credibility Code 91110000781703453H

IV. INFORMATION DISCLOSURE AND AVAILABILITY PLACES

Media and website designated for China Securities Journal (https://www.cs.com.cn)
information disclosure by the ~ Shanghai Securities News (https://www.cnstock.com)
Company Securities Times (http://www.stcn.com)

Securities Daily (http://www.zgrb.cn)

Website designated by CSRC www.sse.com.cn (website of SSE)

for publication of the Annual www.hkexnews.hk (HKExnews website of the HKEX)
Reports
Places where annual reports No. 188 Chaonei Avenue, Dongcheng District, Beijing

of the Company are available  Unit 4, No. 66 Anli Road, Chaoyang District, Beijing
18/F, Two Exchange Square, Central, Hong Kong

CSC Financial Co., Ltd.



SECTION 2 COMPANY INFORMATION (Continued)

V. BRIEF INFORMATION OF THE SHARES OF THE COMPANY

Brief information of the shares of the Company

Class of Stock Exchange Stock name

Shares of Listing Stock Name Stock Code before change
A Shares SSE CSC 601066.SH Not applicable
H Shares HKEX CSC 6066.HK Not applicable

VL.

)

OTHER INFORMATION OF THE COMPANY

History of the Company, mainly including reform and restructuring,

increasing in share capital and other matters in prior years

1.

Establishment of Company

China Securities Finance Limited (F{E#& il H5 AR EE A7) (the “CSF Limited”), the
Company’s predecessor, was jointly invested and established by CITIC Securities
and China Jianyin Investment Limited (FEZEREHFRET A7) (the “China
Jianyin”) in 2005 pursuant to the Approval for Commencing Operation of China
Securities Finance Limited (Zheng Jian Ji Gou Zi [2005] No. 112) (KBARREF 12
K HFBEREERA R FAENILE) (FE#ET[2005]11258)) issued by the CSRC. On
November 2, 2005, CSF Limited obtained the business license of corporate legal
representative from the Administration for Industry and Commerce. The registered
address is Unit 4, No. 66 Anli Road, Chaoyang District, Beijing, with registered
capital of RMB2,700,000,000, of which CITIC Securities and China Jianyin made
cash contribution of RMB1,620,000,000 and RMB1,080,000,000, in proportion of
60% and 40%, respectively. CSF Limited was established to acquire the securities
business and related assets originally owned by Huaxia Securities Co., Ltd. and then
operated as a comprehensive securities firm.
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2. Change of Shareholding in 2010
(1)  BSCOMC Becomes a Shareholder

On November 9, 2010, the CSRC issued the Approval for the Change of
Shareholders Holding More Than 5% Equity Interests by China Securities
Finance Limited (Zheng Jian Xu Ke [2010] No. 1588) ((ERtx &z 2#&x
FERBEERRAEEIHHLIR N ERENRROHE) (B EFFAI[2010]15885%))
to approve the eligibility of BSCOMC as a Shareholder of the CSF Limited
holding more than 5% equity interests, with no objection to the lawful transfer
of RMB1,215,000,000 equity interests of the CSF Limited (representing 45% of
the total capital contribution) originally held by CITIC Securities to BSCOMC.
On November 15, 2010, CSF Limited completed the change of registration in
relation to the change in shareholding with the Administration for Industry and
Commerce.

(2)  Central Huijin Becomes a Shareholder

Pursuant to the Approval of the Ministry of Finance for Asset Transfer by China
Jianyin to Central Huijin (Cai Jin Han [2009] No. 77) (B EtEBREMA Bl iR 1%
BERBEERAIATRESREBREETARIZBEEENILE) (B &K [2009]77
%)), China Jianyin, a Shareholder of CSF Limited originally holding 40% equity
interests, transferred its equity interests in CSF Limited to Central Huijin at
nil consideration. On November 18, 2010, the CSRC issued the Approval for
the Change of Shareholders Holding More Than 5% Equity Interests by China
Securities Finance Limited (Zheng Jian Xu Ke [2010] No. 1659) ((ERAZ R (=
BIRAEFERETRAREERFFL% A ERENBREROLLTE) (FEFFAI[2010]1659
%)) to approve the eligibility of Central Huijin as a Shareholder of the CSF
Limited holding more than 5% equity interests, with no objection to the lawful
transfer of RMB1,080,000,000 equity interests of the CSF Limited (representing
40% of the total capital contribution) originally held by China Jianyin to
Central Huijin. On December 16, 2010, CSF Limited completed the change of
registration in relation to the change in shareholding with the Administration for
Industry and Commerce.
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(3)  Central Jinyuan Becomes a Shareholder

On November 23, 2010, the CSRC issued the Approval for the Change of
Shareholders Holding More Than 5% Equity Interests by China Securities
Finance Limited (Zheng Jian Xu Ke [2010] No. 1693) ((BERZERE LS
BEREFAREERB5% A ERENBIRAHLE) (B EFFAI[2010]16935%)) to
approve the eligibility of Century Jinyuan Investment Group Limited (42 &R
KA EBEAR AR (the “Century Jinyuan”) as a Shareholder of the CSF Limited
holding more than 5% equity interests, with no objection to the lawful transfer
of RMB216,000,000 equity interests of the CSF Limited (representing 8% of
the total capital contribution) originally held by CITIC Securities to Century
Jinyuan. On December 16, 2010, CSF Limited completed the change of
registration in relation to the change in shareholding with the Administration for
Industry and Commerce.

Conversion to a Joint Stock Limited Company as a Whole in 2011

On June 30, 2011, the CSRC issued the Approval for the Conversion of China
Securities Finance Limited into a Joint Stock Limited Company (Zheng Jian Xu Ke
[2011] No. 1037) (KRR EF ERRIEFEREETAFAZERRHBERAFNIE)
(FESFFAI[2011]10375R)) to approve the conversion of CSF Limited into a joint stock
limited company as a whole. Upon completion of the conversion, the Company was
renamed CSC Financial Co., Ltd. with registered capital of RMB6,100,000,000. On
September 28, 2011, the Company completed the change of registration in relation to
the conversion into a joint stock limited company as a whole with the Administration
for Industry and Commerce.

Change of Shareholding in 2016

(1)  Xizang Shannan Century Jinyuan Investment Management Limited Becomes a
Shareholder

On March 8, 2016, Century Jinyuan entered into a Share Transfer Agreement
with Xizang Shannan Century Jinyuan Investment Management Limited
(the “Shannan Jinyuan”, currently known as Xizang Tengyun Investment
Management Limited), which stipulated that Century Jinyuan shall transfer
those 300,000,000 shares of the Company held by it to Shannan Jinyuan,
representing 4.92% of the total share capital of the Company. The above
transfer was completed in July 2016.
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(2)  Shanghai Shangyan Becomes a Shareholder

On August 22, 2016, Century Jinyuan entered into a Share Transfer Agreement
with Shanghai Shangyan Investment Center (Limited Partnership) (L& &
WEHRL(BRAE) (the “Shanghai Shangyan”), which stipulated that Century
Jinyuan shall transfer those 150,624,815 shares of the Company held by it
to Shanghai Shangyan, representing 2.47% of the total share capital of the
Company. The above transfer was completed in September 2016.

5. IPO of H Shares in 2016

On November 3, 2016, the CSRC issued the Approval for Issuance of Overseas
Listed Foreign Shares by CSC Financial Co., Ltd. (Zheng Jian Xu Ke [2016] No.
2529) (AR ETEERIEFRNBEBR AT EITRIN EMINERNBLE) (BEFFA]
[2016]25293%)), which approved the overseas IPO of the Company no more than
1,237,940,000 overseas listed foreign shares, with a par value of RMB1 per share, all
of which were ordinary shares.

On December 9, 2016, the Company was listed and traded on the main board of
the Hong Kong Stock Exchange, with an IPO of 1,130,293,500 H Shares (including
1,076,470,000 new shares) (stock code: 6066.HK). On December 30, 2016, the
Company exercised the over-allotment option partially and issued 73,411,000
additional H Shares (including 69,915,238 new shares) resulting in issuance a total
of 1,203,704,500 H Shares (including 1,146,385,238 new shares) at an issue price of
HKD®6.81 per share.

According to the Approval for the Issues Concerning the Transfer of State-owned
Shares Held by CSC Financial Co., Ltd. (Guo Zi Chan Quan [2016] No. 967) ({E»
RERKRIFRNERAREGRERFE B ENILE) (B EE#[2016]9675%)) issued
by the State-owned Assets Supervision and Administration Commission of the State
Council, and the Letter on the Issues Concerning the Reduction and Transfer of
Hong Kong-listed, State-owned Shares Held by CSC Financial Co., Ltd. (She Bao Ji
Jin Fa [2016] No. 152) (KERX R ERRIFRN AR AR EE A BRERFHEN
BRI ((E R E £ #£[2016]1525%)) issued by the National Council for Social Security Fund
of the PRC (the “NSSF”), certain existing Shareholders of the state-owned shares of
the Company carried out their obligations of state-owned share reduction and have
transferred an aggregate of 114,638,524 Shares of the Company to the NSSF based
on 10% of the actual number of Shares issued, and such Shares were then converted
into overseas listed foreign invested shares (H shares) on a one-for-one basis.
According to the entrustment of the NSSF, the Company would transfer 57,319,262
Shares out of the Shares for public offering, and the proceeds would be transferred
to the NSSF.
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After the IPO and listing of H Shares by the Company, the total share capital
was changed from 6,100,000,000 Shares to 7,246,385,238 Shares, including
5,985,361,476 domestic Shares and 1,261,023,762 H Shares.

IPO of A Shares in 2018

On May 18, 2018, the CSRC issued the Approval for Approving the Initial Public
Offering of CSC Financial Co., Ltd. (Zheng Jian Xu Ke [2018] No. 828) (B X
EEEFRHDER AR B X AREBEITIRENILE) (FFEFFA/[2018]828%%)) to approve
the public offering of no more than 400 million A Shares by the Company.

On June 20, 2018, the Company was listed on the main board of the SSE, with an
IPO of 400,000,000 A Shares (stock code: 601066.SH) at an issue price of RMB5.42
per share.

After the IPO and listing of A Shares, the total share capital of the Company
was changed from 7,246,385,238 Shares to 7,646,385,238 Shares, including
6,385,361,476 A Shares and 1,261,023,762 H Shares.

Change of Shareholding in 2020

On October 19, 2020, the CSRC issued the Approval for the Change of Substantial
Shareholder by CSC Financial Co., Ltd. (Zheng Jian Xu Ke [2020] No. 2619) ({3
RZEFERRAEFRNAERLREE T ZRRNILE) (FEFFAI[2020]26195%)) to
approve Beijing Financial Holdings Group to become the substantial shareholder
of the Company, with no objection to the lawful transfer of 2,684,309,017 shares of
the Company (representing 35.11% of the total shares) originally held by BSCOMC
to Beijing Financial Holdings Group. On November 30, 2020, the share transfer
registration was completed, and BSCOMC no longer directly held the shares of the
Company, and Beijing Financial Holdings Group became the largest shareholder of
the Company.

Non-public issuance of A shares in 2020

On February 28, 2020, the CSRC promulgated the Approval for the Non-public
Issuance of Shares by CSC Financial Co., Ltd. (Zheng Jian Xu Ke [2020] No. 345)
(KERZEFRERERAFRHDBRABIFELARBITRENILE) (FEFFRI[2020]3455%))
to approve the non-public issuance of no more than 1,277,072,295 A shares of the
Company.
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On December 28, 2020, the 110,309,559 new A shares of the non-public issuance
completed the share registration procedures at the Shanghai branch of China
Securities Depositary and Clearing Corporation Limited. After the completion of
the non-public issuance, the total share capital of the Company was changed from
7,646,385,238 Shares to 7,756,694,797 Shares, including 6,495,671,035 A Shares
and 1,261,023,762 H Shares.

(1) Change of Substantial Shareholders

Please refer to the “Section 2 Company Information — VI. Other Information of the Company-—
(I) History of the Company, mainly including reform and restructuring, increasing in share
capital and other matters in prior years” of this annual report for details.

(ll1) Organizational Structure of Company

In strictly accordance with the requirements of the Company Law, the Securities Law,
the Guidances for the Internal Control of Securities Companies ({i&% A &) A B4+
3])), the relevant rules and regulations of CSRC, the Listing Rules of the SSE, the Hong
Kong Listing Rules, the Articles of Association and internal system of the Company, the
Company regulates its standard operation, constantly improves the operation mechanism
and system establishment for its Party Committee, general meeting, the Board of Directors,
the Supervisory Committee and the business management. The Company has established
standardized and scientific corporate governance structure, set up an organizational
structure that meets its development needs. The organizational structure of the Company is
as follows:
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As of the end of the Reporting Period, the Company has four wholly-owned subsidiaries,
namely China Securities Futures, China Securities Capital, China Securities International
and China Securities Investment, and one controlled subsidiary, namely China Securities
Funds. Please refer to Section 4 “Management Discussion and Analysis — VII. Analysis of
Principal Subsidiaries” of this report for details.

Subsequent events:

In 2022, there was a change in the equity interest of China Securities Funds. The Company,
as transferee, received 25% of the equity interest of China Securities Funds held by
Aerospace Science & Technology Finance Co., Ltd.. In February 2022, China Securities
Funds completed the industrial and commercial registration of the equity transfer and
other matters. Upon completion of the equity transfer, the Company has changed its
shareholding in China Securities Funds from 75% to 100%, and China Securities Funds
has therefore become a wholly-owned subsidiary of the Company. For details about the
changes of equity interest, please refer to the relevant announcement of the Company.
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(IV) Number and Network of Securities Branches of the Company

As of the end of the Reporting Period, the Company had established a network of 275
securities branches in total as follows:

Province/autonomous regions/municipalities Number of branches
Beijing 48
Guangdong 30
Jiangsu 21
Shanghai 18
Hubei 16
Fujian 16
Zhejiang 15
Jiangxi 15
Shandong 13
Hunan 13
Chongging 11
Shaanxi 10
Sichuan 9
Henan 8
Hebei 6
Tianjin 6
Liaoning 6
Anhui 3
Hainan 3
Gansu 2
Heilongjiang 2
Jilin 1
Shanxi 1
Guangxi 1
Xinjiang 1
Total 275
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(V) Number and Network of Other Branches of the Company

As of the end of the Reporting Period, China Securities Futures, a wholly-owned subsidiary

of the Company, had a total of 26 branches, including three branches in Shanghai, three

branches in Beijing, two branches in Guangzhou, two branches in Chongqging, and one

branch in each of the provinces including Jinan, Changsha, Dalian, Nanchang, Zhengzhou,

Langfang, Zhangzhou, Hefei, Xi‘an, Chengdu, Shenzhen, Hangzhou, Ningbo, Wuhan,

Nanjing, Taiyuan.

VII. OTHER RELEVANT INFORMATION

Accounting firm engaged by the
Company (domestic)

Accounting firm engaged by the
Company (overseas)

Sponsor institution that perform
the duties of continuous
supervision during the
Reporting Period

Sponsor institution that perform
the duties of continuous
supervision during the
Reporting Period

Registrar Office Address

Name
Office Address

Name of signing accountant
Name

Office Address

Name of signing accountant
Name

Office Address

Name of signing sponsor
representative

Period of continuous
supervision

Name

Office Address

Name of signing sponsor
representative

Period of continuous
supervision

Office Address of A Share
Registrar

Office Address of H Share
Registrar

PricewaterhouseCoopers Zhong Tian LLP

11/F, PricewaterhouseCoopers Center, Link Square 2,
202 Hu Bin Road, Huangpu District, Shanghai

Han Dan, Chen Jinzhan

PricewaterhouseCoopers

22/F, Prince’s Building, Central, Hong Kong

Xiao Jianchen

Great Wall Securities Co., Ltd.

10/F-19/F, South Tower, Energy Building, No. 2026,
Jintian Road, Futian Sub-district, Futian District,
Shenzhen City, Guangdong Province

Lin Ying, Chen Lu

December 28, 2020 to December 31, 2021

China Galaxy Securities Co., Ltd.
Qinghai Finance Building, Building No. 1, No. 8 Xiying
Street, Fengtai District, Beijing

Ma Feng, Peng Qiang
December 28, 2020 to December 31, 2021

China Securities Depositary and Clearing Corporation

Limited
Computershare Hong Kong Investor Services Limited
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Vil. AWARDS OF THE GROUP IN 2021
Awards of the Group in 2021
1. 2020-2021 Excellent Investor Education Base
Issued by: CSRC
2. 2021 Top 10 Popular Investment Education Products among Investors
Issued by: Investor Protection Bureau of CSRC
3. 2021 Mobile Financial Client Application Enterprise Standard “Leader”

Issued by: Securities Association of China, Futures Association of China, Asset Management
Association of China, China Securities Information Technology Service Co., Ltd.

4, 2021 Excellent Underwriter of Corporate Bonds, Excellent Underwriter of Corporate Bond
Innovative Product, Excellent Manager for Asset Securitization Business, Excellent Manager
of Asset Securitization Innovative Business, Outstanding Underwriter for Local Government,
Award for Contribution to the Construction of New Bond Trading System and Excellent
Bond Broker

5. “Outstanding Cross-market Bond Trading Institution”, “Outstanding Rate of Bond
Underwriter”, and “Outstanding Fixed Income Business Innovation Institution Serving
National Strategy”

Issued by: SZSE

6. Award for Outstanding ETF Liquidity Service Provider of the Year 2021

Issued by: SZSE

7. Award for Outstanding Organization of “Investor Education Red Tour”, “Annual Survey for
Investors” and Award for Best Organization of Survey

Issued by: SZSE
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10.

11.

12.

13.

14.

15.

Second Prize of 2020 Research Topic of Securities and Futures Industry Financial
Technology Research and Development Center

Issued by: SZSE

2020 Investor Education Model Broker of Southbound Trading

Issued by: HKEX

2020 Outstanding Special Members

Issued by: Shanghai Gold Exchange

Outstanding Market Maker

Issued by: Zhengzhou Commodity Exchange

Most Popular Securities Institution in China’s Insurance Asset Management Industry and
Most Popular Securities Institution in China Insurance Asset Management Industry —
Fiduciary Business

Issued by: China Insurance Asset Management Association

2021 Evaluation of External Fiduciary Managers of Insurance Funds

(1) Overall evaluation of the company: 5-star

(2)  Evaluation of insurance capital management: 5-star

Issued by: China Insurance Asset Management Association

2021 Qutstanding Local Bond Underwriter: Outstanding Bond Underwriter for Corporate
Debt, Bond Market Leading Institution, Bond Market Leading Person and Contributing
Institution of the Year - Issue Underwriting Business, Outstanding Bond Underwriter

Issued by: China Government Securities Depository Trust & Clearing Co., Ltd.

Annual Market Influence Award, Market Innovation Award

Issued by: China Foreign Exchange Trade System and National Interbank Funding Center
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16.

17.

18.

19.

20.

21.

Central Settlement Business: Excellent Settlement Member

Issuance, Registration, Depository and Clearing Business: Excellent Clearing Member,
Excellent Issuer, Excellent Underwriter, Excellent Clearing Participant

Issued by: Shanghai Clearing House

Bond Connect Marketing Award

Issued by: Bond Connect Company Limited

Best Improvement Award

Issued by: China Development Bank

2021 Golden Bull Securities Companies Social Responsibility Awards, Golden Bull
Investment Bank Team

Issued by: China Securities Journal

2021 Golden Bull Award for the 12th China Securities Industry Analyst

Team Award: Five Golden Bull Research Institution

Best Industry Analysis Team Golden Bull Awards: (1) Machinery (2) Food and beverage (3)
Pharmaceutical biology

Issued by: China Securities Journal

2021 Best Analyst: (1) 1st in Communications (2) 2nd in Pharmaceuticals

Issued by: Shanghai Securities News
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22.

23.

24.

25.

26.

2021 Jun Ding Award for Securities Investment Banker in China, 2021 Jun Ding Award for
Full-Service Investment Bank in China, 2021 Jun Ding Award for STAR Market Investment
Bank in China, 2021 Jun Ding Award for Securities Independent Financial Advisory Team in
China, 2021 Jun Ding Award for Securities Main Board Financing Project in China (Beijing-
Shanghai Highspeed Railway IPO), 2021 Jun Ding Award for Securities GEM Financing
Project in China (CATL’s non-public issuance of A shares)

Issued by: Securities Times

Most Respected Investment Banks by Listed Companies:

Top 10 Investment Banks Most Respected by Listed Companies, Capital Market Department
(Equity) Most Respected by Listed Companies, IPO Investment Banks Most Respected by
Listed Companies, Refinancing Investment Bank Most Respected by Listed Companies,
M&A Investment Bank Most Respected by Listed Companies, Bond Investment Bank Most
Respected by Listed Companies, Investment Bank on the NEEQ Most Respected by Listed
Companies, Investment Bankers Most Respected by Listed Companies, IPO Gold Sponsor
Representative, Refinancing Gold Sponsorship Representative, Top Ten NEEQ Sponsors,
IPO Team Most Respected by Listed Companies, M&A Team Most Respected by Listed
Companies, Bond Team Most Respected by Listed Companies

Issued by: Securities Times

2021 Junding Award for China Securities Industry Full-service Asset Management
Institution, 2021 Junding Award for China Securities Industry Asset Management Equity
Team, 2021 Junding Award for China Securities Industry Asset Management Quantitative
Team

Issued by: Securities Times

2021 Global Green Finance Award

Issued by: International Finance Forum (IFF)

2021 China Golden Cauldron Award:

Classic Case of GEM Registration System (Golden Dragon Fish), 2021 Best Financial
Advisor

Issued by: National Business Daily
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27. 2021 China Business News Financial Value List: TOP10 Annual Investment Banks, Annual
Investment Bankers

Issued by: China Business News

28. 2021 19th New Wealth Best Analyst Selection
Team awards:
(1) 9th most influential research institution
(2)  9th best local research institution
Industry awards:
(1)1st in communications (2) 2nd in machinery (3) 4th in vehicles and vehicle parts (4) 5th
in research on Hong Kong stocks and overseas markets (5) 5th in pharmaceutical biology
(6) 5th in transportation and warehousing
Industry research team awards:
(1) 9th in manufacturing (2) 8th in energy and materials
Issued by: New Fortune Magazine

29.  14th China Best Investment Bank:
2nd Best Local Investment Bank, 2nd Best Equity Underwriting Investment Bank, 2nd
Best Debt Underwriting Investment Bank, 1st Best IPO Investment Bank, 2nd Best Re-
financing Investment Bank, 2nd Best Investment Bank for Mergers and Acquisitions,
4th Best Investment Bank in Overseas Market, 1st Most Innovative Investment Bank,
1st Best Investment Bank in Technology, 1st Best Investment Bank in New Energy and
Power Equipment, 2nd Best Investment Bank in Machinery Smart Manufacturing, 4th Best
Investment Bank in Medicine and Biology

Best IPO Project:

SMIC (No. 1), Beijing-Shanghai Highspeed Railway (No. 2), Golden Dragon Fish (No. 3), Qi
Anxin (No. 5), Bestechnic (No. 7)
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Best Re-financing Project

CATL’s non-public issuance of A shares (No. 2), Southern Airlines’ non-public issuance of
of A+H shares (No.4), and ZTE’s non-public issuance of A-shares (No. 8)

Best Convertible Bonds Project:

Southern Airlines Convertible Bonds (No. 2), Goertek 2 (No. 8)

Best Corporate Bond Project:

2020 Public Offering of Corporate Bonds of China Coal Energy Company Limited (for
professional investors) (Phase |) (No. 3), 2020 Public Offering of Renewable Corporate
Bonds of BOE Technology Group Co., Ltd (for qualified investors) (epidemic prevention
and control bonds) (No. 7), 2020 Public Offering of Corporate Bonds of China FAW Group
Co., Ltd. (Phase I) (No. 9)

Best Asset-backed Securitization (ABS) Project:

Zhaoyin Hejia 2020 Phase | Personal Residential Mortgage-Backed Securities (No. 6), CSC
Financial-Tin Cheung Asset-Backed Special Project (No. 9)

Best STAR Market Project: SMIC (No. 1)

Best GEM Project: Golden Dragon Fish (No. 1), Fengshang Culture (No. 4)
Best NEEQ Project: Chuangyuan Instruments (No. 4)

Most Creative Project:

2020 Special Financial Bonds for Loans to Small and Micro Enterprises of Agricultural Bank
of China Limited (No. 3)

Best Talent in Investment Banking Business, Best Sponsor Representative

Issued by: New Fortune Magazine
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30. The 15th Annual List of the Best Investment Banks in China:
Best Local Investment Bank (No.2), Best Equity Underwriting Investment Bank (No.3),
Best Bond Underwriting Investment Bank (No.1), 3rd Best IPO Investment Bank (No.3),
Best Refinancing Investment Bank (No.3), 3rd Best M&A Investment Bank (No.3), Best
Investment Bank in Overseas Market Capability (No.3), Best Investment Bank in the
Consumer Sector (No.1), Best Investment Bank in the Technology and Smart Manufacturing
Industry (No.1), 3rd Best Investment Bank in the New Energy Industry (No.3), Best
Investment Bank in the Energy and Materials Industry (No.2), Best Investment Bank in
Innovation Capability, Best Investment Bank in ESG Practice
Best IPO Projects: DR Corp (No.3), Focuslight Technologies (No. 8), CSG Energy (No.11)
Best Refinancing Project: BOE Non-public Offering (No.4)

Best Convertible Bond Projects: Convertible Bond of Industrial Bank (No.1), Convertible
Bond of Bank of Nanjing (No. 7)

Best Corporate Bond Project: Corporate Bond for Beijing Zhongguancun Development
Group Co., Ltd. (No.1)

Best Asset Securitization (ABS) Projects: China Communications Construction Phase 1
Asset Backed Special Scheme of PPP Project of CCCC (No. 5)

Most Creative Projects: CITIC - State Power Investment — China Power Energy
Infrastructure and Wan Asset Backed Special Scheme (REITs category)

Best Investment Banker, Best Sponsor Representative, Best Investment Banker of New
Fortune

Issued by: New Fortune Magazine
31. 3rd New Wealth Best Investment Advisory Team Award

Issued by: New Fortune Magazine
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32.

33.

34.

35.

36.

2021 Best Investment Bank selected by Wind:

Best Investment Bank, Best Equity Underwriter for A Shares, Best IPO Underwriter for A
Shares, Best Re-financing Underwriter for A Shares, Best STAR Market Equity Underwriter,
Best GEM Equity Underwriter, Best Beijing Stock Exchange Equity Underwriter, Best Bond
Underwriter, Best Credit Bond Underwriter — Outstanding Stock Broker Award, Best Med-
to Long-Term Bond Underwriter, Best ABS Underwriter, Best Credit ABS Underwriter,
Best Corporate ABS Underwriter, Best Financial Bond Underwriter — Outstanding Stock
Broker Award, Best Corporate Bond Underwriter, Best Corporate Bond Underwriter, Best
Convertible Bond Underwriter

Issued by: Wind

The 9th Wind “Gold Analyst” in 2021

Institutional Awards:

(1) the Most Concerned Securities Company (2) the Best Roadshow Agency

Individual Awards in Research Fields:

(1)1st in Non-banking Finance (2) 2nd in Basic Chemistry (3) 2nd in Machinery (4) 2nd in
Banking (5) 3rd in Petroleum and Petrochemistry (6) 4th in Communications (7) 4th in Steel
(8) 5th in Automobile (9) 5th in Electricity and Utilities

Issued by: Wind

The 15th Crystal Ball Award for Best Vendor Analyst for 2021

(1) 1stin communications (2) 4th in Automobiles and Parts (3) 4th in Machinery

Issued by: CapitalWeek

China Excellence in Corporate Finance and Investment Banking Awards for 2021: the Best
Domestic Debt Finance Securities Company Award

Issued by: AsiaMoney

2021 Annual FinTech and Digital Transformation Innovations (Two)

Issued by: China Institute of Communications
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37. 2021 National Smart Enterprise Construction Innovation Case Award
Issued by: China Association of Enterprises, China Entrepreneur Association

38. 2021 Award for Outstanding Contribution to Innovation in the Application of New
Technologies in the Financial Industry

Issued by: Financial Computerizing
China Securities Funds

1. 2020 Top 10 Enterprises for Economic Contribution Award, 2020 Top 10 Enterprises for
Economic Contribution Award (CSC Asset Management Co., Ltd.)

Issued by: People’s Government of Qiaozi Town of Huairou District in Beijing

2. 2021 10th “Golden Intelligence Award”, Outstanding Growth Fund Company Award of
Leading Chinese Company in Financial Sector

Awarded by: Financial Sector
3. 2021 China Asset Management Institution Excellent List: The Most Competitive Award
Issued by: Modern Bankers
4, 2020 Best Potential Fund Company
Issued by: Eastmoney
China Securities Futures
1. 2021 Mobile Financial Client Application Enterprise Standard “Leader”
Issued by: Securities Association of China, Futures Association of China,

Asset Management Association of China, China Securities Information Technology Service
Co., Ltd.

2. Labor Security, Law-abiding and Honest Enterprise (2018-2020)

Issued by: Chongging Municipal Bureau of Human Resources and Social Security
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2021 Outstanding Member Gold Award

Issued by: China Financial Futures Exchange

2021 Outstanding Members Award, Outstanding Members Award for Institutional Services,
Integrated Business Platform Construction Award, Options Market Service Award,
Agricultural Industry Service Award, Agricultural Industry Service Award (Dalian branch)

Issued by: Zhengzhou Commodity Exchange

2021 Gold Award for Outstanding Members, Outstanding OTC Market Construction
Award, Outstanding Agricultural Products Industry Service Award, Outstanding Energy
and Chemical Industry Service Award, Outstanding Iron and Steel and Raw Fuel
Industry Service Award, Outstanding Options Market Service Award, Outstanding Rural
Revitalization Award

Issued by: Dalian Commodity Exchange

2021 Award for Outstanding Members, Options Market Service and Excellent Investment
Research Team

Issued by: Shanghai Futures Exchange

2021 Outstanding Defending Unit of Chongqging Financial Industry Network Security
Competition (Network Security Attack and Defense Drill)

Issued by: Chongqging Business Management Department of the People’s Bank of China

Outstanding Customer Service Award, Outstanding Investor Education Award
Issued by: Financial Sector

14th China Best Futures Operator and Analyst Award: Best Futures Company in China,
Best Commodity Futures Industry Service, Best Financial Futures Service, Best Derivatives
Integrated Service Innovation Award, Best Corporate Brand Building Award, Gold Medal
Management Team of China Futures Companies, China Gold Medal Futures Research
Institute, Best Targeted Poverty Alleviation and Charity Award, Most Popular Official
Account for Futures Operation Institutions, Best Risk Management Subsidiary Service
Innovation Award, Best China Futures Operation Branch, Best Futures Research Institution
Leader

Issued by: Futures Daily, Securities Times

Annual Report 2021




SECTION 2 COMPANY INFORMATION (Continued)

10. 2021 Mobile Financial Client Application Enterprise Standard “Leader”
Issued by: Securities Association of China, Futures Association of China, Asset
Management Association of China, China Securities Information Technology Service Co.,
Ltd.

China Securities Capital

1. 1st Best PE/VC Selection in New Wealth Selection Innovative Investment Practice Award for
Broker’s Private Equity Subsidiary

Issued by: NewFortune
2. the 5th Golden Bull Broker’s Equity Investment Wining Institutions in 2021
Issued by: China Securities Journal

3. 2021 Top 50 Private Equity Investment Institutions in China, 2021 Top 50 China State-
owned Institutional Investors

Issued by: Zero2IPO Group

4, 2020 Best Broker’s Private Equity Fund Subsidiary in China, Best Chinese Private Equity
Investment Institute in China, Best Private Equity Investment Institute

Issued by: China Venture
5. 2021 TOP 50 Investment Institute
Issued by: China Business Network
China Securities International
1. Top Breakthrough Participant, Currency Futures

Issued by: HKEX

CSC Financial Co., Ltd.



SECTION 3

FINANCIAL SUMMARY

KEY ACCOUNTING DATA

Unit: RMB million

Increase/
decrease as

compared
to the same
ltems 2021 2020 period last year 2019
(%)
Total revenue and other income 39,033 30,720 27.06 19,407
Operating profit 13,019 12,114 7.47 7,161
Profit before income tax 13,021 12,126 7.38 7,154
Net profit attributable to equity holders of
the Company 10,239 9,509 7.67 5,502
Net cash flow from operating activities -6,655 -38,308 N/A 17,692
Unit: RMB million
Increase/
decrease as
compared
December December to the same December
ltems 31, 2021 31, 2020 period last year 31, 2019
(%)
Total assets 452,791 371,228 21.97 285,670
Total liabilities 372,785 303,157 22.97 228,775
Equity attributable to equity holders
of the Company 79,818 67,735 17.84 56,582
Total share capital 7,757 7,757 - 7,646
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SECTION 3 FINANCIAL SUMMARY (Continued)

KEY FINANCIAL INDICATORS

Increase/
decrease as

compared
to the same
[tems 2021 2020 period last year 2019
(%)
Basic earnings per Share 1.25 1.20 417 0.67
(RMB Yuan/Share)
Diluted earnings per Share 1.25 1.20 417 0.67
(RMB Yuan/Share)
Return on weighted 15.86 18.12 Decreased 11.54
average equity (%) by 2.26

percentage points

Note: Earnings per Share and the return on weighted average equity above are calculated in accordance with the
International Accounting Standards, and might be different from those calculated in accordance with the relevant
regulations stipulated under the Standards Concerning the Compilation Rules for Information Disclosure by
Companies Offering Securities to the Public No. 9 — Calculation and Disclosure of Return on Net Assets and
Earnings per Share (2010 Revision) issued by CSRC.

Increase/
decrease as

compared
December December to the same December
[tems 31, 2021 31,2020 period last year 31, 2019
(%)
Net assets per Share attributable to 10.29 8.73 17.87 7.40
equity holders of the Company
(RMB Yuan/Share)
Gearing ratio (%) 77.76 77.04 Increased 75.37
by 0.72

percentage points

Note: In calculating the gearing ratio for the Reporting Period as indicated in the table above, accounts payable to
brokerage clients have been excluded from the assets and the liabilities.

In calculating the net assets per Share attributable to equity holders of the Company as indicated in the table
above, the perpetual bonds issued by the Company was included in the net assets attributable to equity holders
of the Company. After excluding such impact, the net assets per Share attributable to ordinary shareholders of the
Company as at the end of Reporting Period was RMB8.36 (December 31, 2020: RMB7.45).

CSC Financial Co., Ltd.



SECTION 3 FINANCIAL SUMMARY (Continued)

NET CAPITAL AND RELEVANT RISK CONTROL INDICATORS OF
THE COMPANY

December 31, December 31,
ltems 2021 2020
Net capital (RMB million) 66,932 65,035
Net assets (RMB million) 76,441 65,311
Total risk capital reserves (RMB million) 23,729 21,027
Risk coverage ratio (%) 282.07 309.29
Capital leverage ratio (%) 15.85 20.16
Liquidity coverage ratio (%) 228.96 215.93
Net stable funding ratio (%) 137.31 156.82
Net capital/net assets (%) 87.56 99.58
Net capital/liabilities (%) 24.98 30.24
Net assets/liabilities (%) 28.53 30.36
Proprietary equity securities and securities
derivatives/net capital (%) 12.97 19.64
Proprietary non-equity securities and securities
derivatives/net capital (%) 258.72 236.63

Note: All risk control indicators of the Company complied with the relevant requirements of the Administrative Measures
for Risk Control Indicators of Securities Companies ({E#H R BIRRIZHIIEIZREIRIE)) issued by the CSRC.
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SECTION 3 FINANCIAL SUMMARY (Continued)

FINANCIAL POSITION FOR THE LAST FIVE YEARS
Profit Status

Unit: RMB million

ltems 2021 2020 2019 2018 2017
Total revenue and other income 39,033 30,720 19,407 16,492 16,421
Total expenses 26,014 18,606 12,245 12,448 11,072
Share of profits and losses of

associates 2 12 -8 8 6
Profit before income tax 13,021 12,126 7,154 4,051 5,365
Net profit attributable to equity

holders of the Company 10,239 9,509 5,502 3,087 4,015

Assets Status

Unit: RMB million

December December December December December

ltems 31, 2021 31, 2020 31, 2019 31, 2018 31, 2017
Share capital 7,757 7,757 7,646 7,646 7,246
Total equity 80,006 68,071 56,895 47,863 43,999
Equity attributable to equity

holders of the Company 79,818 67,735 56,582 47,577 43,754
Total liabilities 372,785 303,157 228,775 147,219 161,885
Accounts payable to brokerage

clients 93,083 74,710 54,626 35,039 41,417
Total assets 452,791 371,228 285,670 195,082 205,883

CSC Financial Co., Ltd.



SECTION 3 FINANCIAL SUMMARY (Continued)

KEY FINANCIAL INDICATORS

December December December December December
[tems 31, 2021 31, 2020 31, 2019 31, 2018 31, 2017
Dividends per Share 0.395
(RMB Yuan) (budget) 0.375 0.235 0.18 0.18
Basic earnings per Share
(RMB Yuan) 1.25 1.20 0.67 0.37 0.51
Diluted earnings per Share
(RMB Yuan) 1.25 1.20 0.67 0.37 0.51
Return on weighted average
equity (%) 15.86 18.12 11.54 6.78 9.92
Gearing ratio (%) 77.76 77.04 75.37 70.09 73.25
Notes:
(1) Accounts payable to brokerage clients represent the amount received from and repayable to clients arising from the

normal course of the Group’s securities brokerage business. Such amounts are subject to regulation of third-party

depository institutions.

(2) In calculating the gearing ratio for the Reporting Period of the table above, accounts payable to brokerage clients

have been excluded from the assets and the liabilities.
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SECTION 3 FINANCIAL SUMMARY (Continued)

Total revenue and other income
(Unit: RMB million)

39,033

19,407

16,421 16,492

2017 2018 2019 2020 2021

Total assets
(Unit: RMB million)

452,791
371,228

285,670

205,883 495 g2

2017 2018 2019 2020 2021

Return on weighted average equity

18.12%

15.86%

11.54%

2017 2018 2019 2020 2021

CSC Financial Co., Ltd.

Net profit attributable to the
equity holders of the Company
(Unit: RMB million)

10,239

2017 2018 2019 2020 2021

Equity attributable to the equity
holders of the Company
(Unit: RMB million)

79,818

2017 2018 2019 2020 2021

Gearing ratio

77.04% 77.76%
73.25% 75.37% 04%

70.09%

2017 2018 2019 2020 2021



SECTION 4 MANAGEMENT DISCUSSION AND
ANALYSIS

I. BUSINESS OVERVIEW

)

(1)

Overview

As of December 31, 2021, the total assets of the Group were RMB452,791 million,
representing a year-on-year (“YoY”) increase of 21.97% as compared to that on December
31, 2020. Equity attributable to equity holders of the Company was RMB79,818 million,
representing an increase of 17.84% as compared to that on December 31, 2020. During
the Reporting Period, total revenue and other income of the Group amounted to RMB39,033
million in aggregate, representing a YoY increase of 27.06%. Total expenses amounted to
RMB26,014 million, representing a YoY increase of 39.82%. Net profit attributable to equity
holders of the Company amounted to RMB10,239 million, representing a YoY increase of
7.67%.

Analysis of Principal Businesses

The principal businesses of the Group comprise four segments: investment banking
business, wealth management business, trading and institutional client services business
and asset management business. During the Reporting Period, total revenue and other
income of the investment banking segment amounted to RMB5,963 million in aggregate,
representing a YoY decrease of 3.57%. Total revenue and other income of the wealth
management segment amounted to RMB9,656 million in aggregate, representing a YoY
increase of 16.27%. Total revenue and other income of the trading and institutional client
services segment amounted to RMB14,188 million in aggregate, representing a YoY
increase of 13.12%. Total revenue and other income of the asset management segment
amounted to RMB1,897 million in aggregate, representing a YoY increase of 9.27%.

1. Investment Banking Segment
(1)  Equity Financing Business

In 2021, the registration system reform was steadily advanced, the Beijing
Stock Exchange officially operated, and the main board of SZSE merged
with the SME board. A total of 993 equity financing projects from the three
exchanges were issued, representing a year-on-year increase of 27.31%,
and the funds raised amounted to RMB1,315.351 billion, representing a year-
on-year increase of 18.96%, among which 520 IPO projects raised funds
amounting to RMB603.001 billion, representing a year-on-year increase of
17.38% and 24.65%, respectively; 473 equity refinancing projects raised
funds amounting to RMB712.350 billion, representing a year-on-year increase
of 40.36% and 14.54%, respectively. (Source: Wind Information, statistics on
issue date, excluding asset-based private placement)
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SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

CSC Financial Co., Ltd.

In 2021, the Company completed 100 equity financing projects, with a lead
underwriting amount of RMB139.284 billion, ranking No. 2 and No. 3 in the
industry respectively, among which the number of equity projects underwritten
as a lead underwriter was 47, with a lead underwriting scale of RMB53.352
billion, ranking No. 2 and No. 3 in the industry, respectively; the number of
equity refinancing as a lead underwriter was 53, with a lead underwriting
scale of RMB85.932 billion, ranking No. 2 in the industry. The Company
assisted two major operators, China Telecom and China Mobile, to return
to A-share market for IPOs, completed the IPO of DR Corporation, with the
annual largest financing size in Guangdong Province, and completed IPO
projects in strategic emerging fields covering semiconductor, medicine and
new materials, for instance, Fudan Microelectronics, GalaxyCore, Focuslight
Technology, Huiyu Pharmaceutical, Kaili Catalyst & New Materials and ZEC, as
well as equity refinancing projects such as NAURA, Guangzhou Development
and Yunan Aluminium Co., Ltd.. In addition, the Company also completed 13
convertible bond projects with a lead underwriting scale of RMB32.824 billion,
including the Industrial Bank convertible bond project with the largest A-share
issuance. (Source: statistics of the Company and Wind Info)

In the first batch of 81 companies listed on the Beijing Stock Exchange, the
Company sponsored 12 companies, ranking No. 1 in the market, and achieved
the “three consecutive championships” in the registration system of the STAR
Market, GEM and the first batch of listed enterprise sponsors on the Beijing
Stock Exchange. In 2021, the Company sponsored 7 IPO projects of central
enterprises, ranking No. 1 in the industry for three consecutive years. In 2021,
the Company completed the scheduled addition of 12 companies listed on
the NEEQ, raising funds of RMB528 million. As of the end of the reporting
period, the Company continued to supervise 32 innovative companies on the
NEEQ. (Source: National Equities Exchange and Quotations, Choice Financial
Terminal)

For project reserves, as of the end of the Reporting Period, the Company had
68 projects under review, ranking No. 2 in the industry; the Company had 27
equity refinancing projects (including convertible bonds) pending review, tying
for No. 1 in the industry. (Source: disclosure of review by CSRC, statistics of
the Company and Wind Info)



SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Details of the Company’s equity financing sponsorship and underwriting in

2021:
2021 2020

Amount Amount
of lead Number of lead Number
ltems underwriting of offerings underwriting of offerings

(RMB00 million) (RMB00 million)
IPO 533.52 47 849.69 47
Refinancing Issuance 859.32 53 786.78 29
Total 1,392.84 100 1,636.47 76

Source: Statistics of the Company

Note 1: The statistical scope of refinancing includes allotment of shares, public placement,
financing-oriented private placement (inclusive of non-public issuance, reorganization
ancillary financing), preference shares, but excludes asset-oriented private
placement.

Note 2:In order to maintain the same caliber, the 2020 IPO data have added the selected
layer of the NEEQ (now transferred to the Beijing Stock Exchange) completed that
year.

For oversea equity financing business, in 2021, China Securities International

completed 3 IPOs in Hong Kong market. The equity financing proceeds totaled
HK$4.182 billion.
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(Continued)

CSC Financial Co., Ltd.

Outlook for 2022

In 2022, the macroeconomic stability will take the lead, and financial policies
such as the full implementation of the stock issuance registration system is
expected to be implemented, so as to better play the important role of the
capital market in serving the real economy. The equity financing business
of the Company will further consolidate industry and regional division of
labor, actively integrate into major national development strategies, support
strategic emerging industries, and promote high-quality development, as
well as enhance project quality control, and perform the responsibilities of an
intermediary agency in compliance with laws and regulations, keep up with the
market and strengthen valuation, pricing and sales. The Company will continue
to promote the in-depth implementation of domestic and overseas integration,
and promote the Hong Kong equity financing business to a new level,
strengthen investment and coordinated development with other businesses of
the Company, and enhance comprehensive service capabilities to customers
. In terms of the NEEQ business, the Company will intensify the development
of high-quality enterprises, actively undertake high-quality NEEQ projects,
and further strengthen the Company’s leading position in the business of the
CBEX. For international business, China Securities International will continue
to expand its business scope to meet the needs of current and future business
development, diversify different types of products, such as the homecoming
of China Concept Stocks, privatization of Hong Kong listed companies and
cross-border acquisitions, and keep providing high-quality services such as
listing sponsorship and securities underwriting services.



SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

(2)  Debt Financing Business

In 2021, the bond market showed a volatile trend, and the level of one-year
fixed deposit interest rate moved downward. Macroeconomic operation
continued to recover. The Central Bank’s prudent monetary policy was flexible,
accurate, reasonable and appropriate, maintained continuity, stability and
sustainability, maintained the necessary support for economic recovery,
effectively prevented and controlled financial risks and served the real
economy.

In 2021, the Company’s debt financing business continued to maintain a good
momentum of development, and the number and scale of bond underwriters
once again hit a record high, with a total of 2,467 lead underwriting projects
completed, and the lead underwriting scale was RMB1,529.37 billion, ranking
the top two in the industry for seven consecutive years. Among them, there
were 699 lead underwriters of corporate bonds, with a lead underwriting
scale of RMB457.22 billion, ranking first in the industry for seven consecutive
years. In 2021, the Company, as the lead underwriter, issued green bonds
for more than 40 enterprises such as China Yangtze Power, China Railway
Investment and Industrial Bank Financial Leasing, including the first batch
of carbon neutral special corporate bonds of China Energy Investment
Corporation, China Three Gorges Corporation and other exchanges; as the
lead underwriter, the Company issued RMB41.5 billion of undated capital
bonds for the Bank of Communications, which is the largest undated capital
bonds issued by the Bank of Communications in a single application; as the
lead underwriter, the Company issued RMBO.5 billion of corporate bonds for
Jiangxi Communications Investment Group, the first special corporate bond for
rural revitalization of Shanghai Stock Exchange; as the lead underwriter, the
Company issued RMB1 billion of green renewable corporate bonds for Fujian
Huadian Furui Energy Development Co., Ltd., which is the first blue bond in
the PRC.
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Details of debt financing business of the Company in 2021 are as follows:

2021 2020

Lead Total project ~ Number of Lead Total project ~ Number of
item underwriting scale offerings  underwriting scale offerings

(RMB 00 (RMB'00 (RMB00 (RMB00

million) million) million) million)
Corporate bonds 457220  10,127.03 699 4,406.59 9,200.28 601
Enterprise bonds 417.61 879.30 I 325.50 744.00 58
Convertible bonds 253.24 625.30 12 305.00 505.34 26
Financial bonds 2,451.75  14,384.55 103 1,725.45  11,829.30 89
Others 759890  40,429.46 1,682 5,349.43  43,620.91 1,609
Total 15,293.70  66,445.64 2467 1211197  65,899.83 2,378

Source: Statistics of the Company

Note: “Others” mainly consist of medium-term notes, short-term commercial papers, private
placement notes, asset-backed securitization, government-backed agency bonds and

exchangeable bonds.

For overseas business, in 2021, China Securities International participated

in and completed 101 bond underwriting projects in offshore market, with

an underwriting scale of HK$299.9 billion, including 42 global coordinator

projects, with an underwriting scale of HK$115.5 billion.



SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Qutlook for 2022

In 2022, in addition to consolidating and maintaining the market
competitiveness of traditional advantageous business type, the Company
will further strengthen the service of banks, listed companies and industry
customers, strive to establish new project reserves including debt financing
instruments of non-financial enterprises, financial bonds, and corporate bonds,
develop innovative business such as project revenue bonds, special-purpose
bonds, perpetual bonds, asset-backed security, Panda Bonds, exchangeable
bond, debt-to-equity swap of central government-owned enterprises, in order
to provide a full range of products, achieve balanced development and
keep improving its overall strength in debt financing business. For overseas
business, China Securities International will actively develop offshore bond
projects of Chinese enterprises, act as global coordinator and bookrunner,
and continuously develop rating advisory services. Besides, the Company
will enrich the dimension of debt financing products and services, and try to
expand related fixed income products abroad, such as liability management
and overseas real estate investment trust under the background of
accelerating the integration of domestic and overseas teams.

(3)  Financial Advisory Business

In 2021, a total of 98 A-share projects completed the acquisition of assets
through issuance of shares and major asset restructuring projects. Among
them, the Company completed ten projects of the acquisition of assets through
issuance of shares and major asset restructuring, ranking No. 3 in the industry;
the transaction amount was RMB62.7 billion, ranking No. 3 in the industry. In
terms of project reserves, as of the end of the Reporting Period, the Company
has 3 projects under review, ranking No. 2 in the industry. (Source: Wind Info
and statistics of the Company)

For overseas business, as of end of the Reporting Period, China Securities

International completed three financial advisory projects in the Hong Kong
market.
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Qutlook for 2022

In 2022, the Company will adhere to customer-centered, do a good job in
strategic customer service, strive to grasp the M&A opportunities of state-
owned enterprise integration and industrial structure adjustment, continue
to consolidate its position in the field of financial advisers for bankruptcy
restructuring and debt restructuring of listed companies, strengthen the
development of cross-border M&A related businesses, and further improve the
comprehensive strength of the Company’s M&A business.

For oversea business, in 2022, China Securities International will continue to
explore cross-border acquisitions, Pre-IPO financing and privatization.

2. Wealth Management Segment

(1)

CSC Financial Co., Ltd.

Brokerage and Wealth Management Business

In 2021, the average daily turnover of market equity funds was RMB994.5
billion, representing a YoY increase of 24%. (Source: SSE and SZSE) As the
competition among securities firms was increasingly fierce on commission
rate, business flow, service approach, service provided and expertise of
employees, the brokerage business faced severe challenges. The Company
endeavored to establish an integrated client services platform and ecological
chain to develop businesses covering financial products, margin financing
and securities lending, the NEEQ, investment advisory services, futures,
options and precious metals business through resource integration. The
Company, with customer-oriented culture, continued to strengthen the core
competitiveness of brokerage business with clients as the focus through
raising the standard of service and enhancing procedures, and strived to fulfill
diversified wealth management, investment and financing needs of clients at
different levels.



SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

With respect to securities brokerage business, in 2021, the Company’s net
income from the securities brokerage business accounted for 3.40% of the
market share, representing a YoY increase of 2.41%, ranking 9 in the industry;
as of the end of the Reporting Period, the trading volume market share of
the Company’s agency sales of equity funds was 3.56%, representing a YoY
increase of 7.55%; the sales volume of key financial products was RMB107.7
billion, and the net income from the distribution of financial products had a
market share of 4.70%, representing a YoY increase of 11.64%, ranked 6 in
the industry; the number of new customers was 1,153,600, the total number
of clients’ capital accounts was 10,231,500, with a market share of 3.44%,
ranking 10 in the industry; the market value of securities under custody for
the Company’s clients was RMB5.59 trillion with a market share of 7.91%,
ranked 2 in the industry (Sources: SSE, SZSE, China Securities Depositary
and Clearing Corporation Limited, The Securities Association of China and
statistics of the Company). The Company continued to optimize the experience
of Qingting Dianjin APP, a mobile application, with average monthly active
customers ranked No.7 in the industry. The Company also continued to
consolidate its leading advantage in online investment advisory service
platform. The pilot project of fund investment advisory business has been in
smooth progress, with a total of 91,800 contracts signed. The Company kept
optimizing its financial product system and continuously perfecting supply of
various products. As of the end of the Reporting Period, the Company had
312 branches (excluding Shanghai Free Trade Zone Branch), of which 57%
were located in the Five Provinces and Two Municipalities (Beijing, Shanghai,
Guangdong, Fujian, Zhejiang, Jiangsu and Shandong), and among which 54
branches were in Beijing. The Company is the securities company with the
largest number of securities branches established in Beijing. The numerous
and orderly distributed securities sales network have established a solid client
base for the development of brokerage and wealth management businesses of
the Company.
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In terms of futures brokerage business, in 2021, affected by the continuation
of the pandemic and other factors, the price of bulk commodities fluctuated
sharply, and various entity enterprises had a strong demand for risk
management by using futures and derivatives markets. The scale of clients’
rights and interests in the domestic futures market realized a breakthrough
of a trillion Renminbi for the first time. The trading volume and turnover of the
futures market increased significantly YoY. The cumulative trading volume
and turnover of China’s futures market were 7.514 billion lots and RMB581.20
trillion, respectively, representing a YoY increase of 22.13% and 32.84%,
respectively. In 2021, CSC'’s futures operating revenue and net profit both
reached the new record for two consecutive years, achieving an agency
transaction volume of RMB13.94 trillion, representing a YoY increase of
21.92%; there were 23,339 new customers, representing a YoY decrease of
1.92%. As of the end of the Reporting Period, the scale of customer equity
was RMB20.565 billion, representing a YoY increase of 44.29%. As of the end
of the Reporting Period, China Securities Futures had set up 26 branches and
a subsidiary in charge of risk management in Chongqging, which has laid a
solid foundation for futures brokerage and development of risk management
business.

For the overseas business, in 2021, the aggregate transaction amount of stock
agency of China Securities International was HK$67,370 million, representing a
YoY increase of 56%, with 11,708 new clients, representing a YoY increase of
304%; as of the end of the Reporting Period, 22,101 clients in aggregate, and
the total market value of the stock under custody for the Company’s clients’
accounts was HK$23,364 million.

Outlook for 2022

In 2022, the Company will continue to focus on increasing income from
securities brokerage and market shares in key regions, enhance the power of
financial technology, optimize service system, improve operation efficiency
and prevent operation related risks in view of customers’ key pain points in
both trading and investment, continue to build the brand of “good investment
advisor, good products and good transactions”, and continue to promote the
transformation and development of wealth management.
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For the overseas business, China Securities International, as an extension
of the Company’s securities business overseas, will continue to rely on the
Company’s domestic resources to serve the overseas investment needs of
domestic customers. On the one hand, China Securities International will
continuously improve its various investment platforms and enrich the types
of overseas investment products to meet the diversified overseas investment
needs of customers, so as to expand the scale of customers, on the other
hand, China Securities International will continuously strengthen the service
quality and improve the customer experience to facilitate the smooth progress
of customers’ overseas investment and the preservation and appreciation of
overseas assets with professional and international services. While continuing
to expand and strengthen the overseas securities investment business, the
China Securities International will also focus on the development of overseas
futures business, overseas fund investment and overseas insurance business,
and build an overseas comprehensive wealth management service platform.

Margin Financing and Securities Lending Business

In 2021, the scale of margin financing and securities lending business in the
whole market slightly increased. As of the end of the Reporting Period, the
balance of margin financing and securities lending in Shanghai and Shenzhen
stock markets was RMB1,832.191 billion, representing a YoY increase of
13.17%. As of the end of the Reporting Period, the balance of margin financing
and securities lending of the Company was RMB67,016 million, representing a
YoY increase of 21.51%, and the market share was 3.66%, representing a YoY
increase of 0.25 percentage point; the Company ranked No. 10 in the industry
in terms of interest income from margin financing and securities lending. There
were 168,700 margin financing and securities lending accounts, representing
a YoY increase of 6.46%. (Source: Wind Info, the Securities Association of
China and statistics of the Company)

For the overseas business, China Securities International follows the principle
of risk management and financing business and serves the real transaction
needs to carry out financing business. Based on the management of
customers’ credit and securities held, China Securities International strives
to meet customers’ investment and financing needs and promotes the
development of financing business with the improvement of customers’ asset
scale. As of the end of the Reporting Period, the balance of financing business
of China Securities International was HK$170 million, representing a YoY
increase of 56%.
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Outlook for 2022

In 2022, the Company will strive to improve the depth of service to high net
worth customers, and further improve the professional service ability by
expanding business channels, enhancing departmental cooperation, enriching
business models and other measures; at the same time, strengthen scientific
and technological empowerment, build customer online service ecology
and digital operation system, continue to promote the development of tiered
customer service system, and provide automatic, intelligent and differentiated
service plan based on customer category and layered management with
collateral.

For overseas business, China Securities International will adhere to the
principle of prioritizing risk control, identify the financing demands of
transaction customers, and provide customers with all-round comprehensive
investment and financing services.

Repurchase Business

In 2021, stock pledge business related risks were further alleviated. However,
affected by strict regulations and new underperform rules, authorities
introduced stricter rules on approving such business, collateralized stock
repurchase business continued to shrink. As of the end of the Reporting
Period, the balance of principal of collateralized stock repurchase business
of the Company was RMB10,429 million, among which, scale of investment (in
the table) of collateralized stock repurchase business amounted to RMB4,345
million, with an average collateral coverage ratio of 322.15%; the balance
of principal of management (off the table) collateralized stock repurchase
business amounted to RMB6,085 million; the Company ranked No. 9 in the
industry in terms of interest income from collateralized stock repurchase.
(Source: the Securities Association of China and the statistics of the Company)

QOutlook for 2022

In 2022, under the prerequisite of ensuring risks which can be measured,
controlled and at a tolerable level, the Company will stably and prudently carry
out stock pledge repurchase business. It will accelerate resources integration,
and provide a basket of business solutions to the strategic customers.
Leveraging on the investment and research capabilities of the Company, the
Company will strengthen risk identification on listed companies. The Company
will, through restructuring of its business structure, further improve asset
quality of its stock pledge repurchase business.
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3. Trading and Institutional Client Services

(1)

Equity Sales and Trading Business

The equity sales and trading business of the Company mainly provides trading,
advisory and research services, and distributes equity securities underwritten
by the Company to institutional clients. The Company also engages in
proprietary trading and market-making activities of stocks, funds, ETF, and
financial derivatives including stock index futures, commodity futures, options
and total return swaps. It provides clients with customized options and swaps
products linked to various types of assets to meet the hedging and investment
demand of institutional clients.

With respect to the securities trading business, in 2021, under the market
environment of high volatility and rapid rotation of segments, the Company’s
stock trading business adhered to the business positioning of absolute returns
and strengthened risk control. With respect to the derivatives trading business,
along with the stable development of the existing business, the Company
actively explored new business models in the derivatives trading business to
enhance its investment strategies using its own funds to provide solutions to
meet the needs of our clients. The Company further diversified the investment
variety, expanded the scope of market-making services and provided
liquidity and market making services for fund products, options and products
futures varieties of stock exchange. The Company stably promoted the OTC
derivatives business including OTC options and income swaps, actively
explored new types of linked subjects and revenue structure to meet the
personalized investment needs of clients. Meanwhile, the Company actively
deployed cross-border derivatives business, effectively meeting the various
business needs of domestic and foreign institutional customers. In 2021, the
Company established its own strategic index “CITIC Capital Global Multi-Asset
Risk Parity Index”, which covers the most representative asset classes in the
world, including domestic and overseas equities, treasury bonds and credit
bonds, with full diversification across countries and asset classes, and use risk
parity technology to optimise allocation and diversify risk, thereby achieving
the goal of cyclicality. In 2021, the increase in the scale of OTC option
business of the Company was RMB343.447 billion, representing an increase of
39.34% year-on-year, and the increase in the scale of return swaps business
was RMB102.961 billion, representing an increase of 150.83% year-on-year.
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With respect to stock sale business, in 2021, the Company completed 100
stock sale projects as a lead underwriter, with a cumulative sales amount of
RMB139,284 million, including 47 IPOs, 52 non-public share issuance, and 1
placing, and completed 13 convertible bond projects. The Company’s overall
stock sales business achieved new success and completed multiple projects
with high market influence: the underwriting amount of IPO projects and equity
refinancing projects ranked No. 3 and No. 2 in the industry respectively.
(Source: Company Statistics and Wind Info)

For the overseas business, in 2021, China Securities International has further
constructed a cross-industry, cross-market research service matrix, constantly
improving the service system for customers of multi-strategic buyer institutions,
further enhancing its influence in the secondary stock market in Hong Kong
and gradually establishing brand awareness.

Outlook for 2022

In 2022, the Company will continue to keep closer abreast of macro-economic
situation, fiscal and monetary policies and extensively research industry and
individual share opportunities as to its equity sales and trading business.
Upholding the value investing concept, keeping close abreast of changes in
fundamentals of investment subject and implementing segment and individual
share configuration, the Company will promote the diversification of variety of
investment product. In addition, the Company strictly monitor positions and
effectively control risks. In order to satisfy clients’ needs for asset allocation
and risk management, the Company will steadily develop the OTC derivative
business, increase resource investment in market-making and continuously
promote implementation of cross-border investments to satisfy various needs
of clients and improve its investment system using its own funds.

For overseas business, China Securities International will fully promote the
support of overseas investment research business for the sales of stocks and
trading business, and continuously expand institutional customers of renowned
buyers, so as to further build the Company’s overseas research brand.
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(2)  Fixed Income Products Sales and Trading Business

In 2021, the Company maintained a stable pattern in proprietary investment,
accurately grasped the market conditions, flexibly adjusted investment
strategies, comprehensively deployed cash bonds and various derivative
product management positions, and actively expanded non-directional trading
business at the same time. The return on assets far exceeds the market
average level; “Bond Connect” (Northbound Trading) market-making business
is among the top 5 in the industry. (Source: Company Statistics) The foreign
exchange business uses spot and various derivatives and currency pairs to
carry out transactions, and its revenue ranks among the top in the industry.

The fixed income sales business continues to maintain its leading position in
the industry. Credit bonds underwriting scale ranked No. 1 among domestic
financial institutions (Source: Bloomberg L.P.). The underwriting amount
and number of corporate bonds both ranked No. 1 in the market for seven
consecutive years, underwriting amount for association products ranked
No. 1 in the market for four consecutive years; underwriting amount of local
bonds ranked top 2 among securities companies for five consecutive years,
underwriting amount of financial securities firms ranked No. 2 in the market,
underwriting amount of bank credit asset-backed securities ranked top 3 in the
market, underwriting amount of asset-backed securities project ranked No. 4
in the market. (Source: Wind Info) In addition, term and types of products with
independent collection, such as “Gushoubao”, “Guyilian”, “Zhaineiying” and
“Zhai e Tong”, were constantly enriched, and the brand awareness was greatly
improved.

For the overseas business, the integrated business in Hong Kong has been
fully implemented, and the internal operation and management system has
been initially set up and is running smoothly. The business types and specific
varieties of FICC investment, market-making and counterparty trading are
increasingly enriched, the scale of business steadily increases, with sound
performance of the risk control ability and investment yield. Chinese-funded
USD bond underwriting amount of China Securities International and its
project numbers ranked No. 5 among Chinese securities firms in 2021. (Source:
Bloomberg L.P.)
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Outlook for 2022

In 2022, FICC business of the Company will actively implement the
development strategy of “internationalization and digitization”, uphold the
business philosophy of “professionalism, customer first, international vision
and pursuit of excellence”, and strive to become a reliable product supplier,
strategy provider and transaction service provider for domestic and overseas
customers. The Company will continue to improve its multi-asset sales and
trading ability to serve domestic and foreign customers, and build a bridge
connecting domestic and foreign customers with the fixed income capital
market. Actively expand domestic and overseas bond, foreign exchange,
commodities and related derivatives business, establish a rich and complete
fixed income product series, integrate domestic and overseas integrated
sales resources, cover more types of domestic and overseas customers, and
help domestic customers “go global” and overseas customers “bring in” with
excellent product design and pricing capabilities.
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Investment Research Business

The investment research business of the Company mainly provides institutional
clients with research consultation services covering certain aspects, including
macro-economy, fixed income, strategy, financial engineering, large-scale
asset allocation, fund research and industry research. The Company’s clients
mainly include the National Social Security Fund, all mainstream public funds,
issuance asset management cooperation, bank, security private equity funds,
equity fund, oversea financial institutions and other institutions. The Company
provides clients with professional security research reports and various kinds
of tailored research services. In the first half of 2021 the income from, public
fund commissions of the Company accounted for 4.56%, ranking No. 4 in the
industry (data source: Wind Info). In 2021, the Company further improved the
research business product matrix system, enriched diversified digital research
products and empowered the business with the help of data governance, so
as to provide institutional investors with efficient and high-quality research
services. Meanwhile, the Company invested heavily in human resources for its
research business and continued to improve the full coverage of the research
field. As at the end of the Reporting Period, the Company’s research and sale
teams comprised 229 members, and the research business is divided into 10
research groups covering 36 research fields. During the Reporting Period,
the Company completed 5,238 securities research reports, provided 36,168
online and offline roadshow and 2,225 surveys for institutional clients, and
successfully organized large-scale conferences and various other professional
research service activities including “the most beautiful Chinese red, the wind
just in time to sail the annual capital market summit 2022” and “Carbon Peak,
Carbon Neutrality and Investment Summit in 2021”, “Exchange Meeting of
Companies Listed during Spring”. The Company has continuously promoted
the internationalization of its research business, established an integrated
management system for research business, and has provided research
services to dozens of overseas large-scale asset management institutional
clients. The Company’s research business is also committed to providing
policy research support for government departments and regulatory agencies.

For the overseas business, China Securities International fully gives play to
the advantages of cross-market research resources such as A shares and
Hong Kong stock market, provides high-quality research services according
to the investment preferences of overseas institutional customers, and further
enhances the popularity of research business in Hong Kong and overseas
markets.
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Outlook for 2022

In 2022, the Company’s research business will continue to strengthen
the three core directions of internationalization, financial technology and
professional deepening. By consolidating the foundation of research work, the
Company will comprehensively improve the influence of research business,
the research ranking of head customers and diversified profitability. The
Company will continue to strengthen its team building, improve the digital
service and management level, strengthen the collaborative research of the
industrial chain, vigorously strengthen overseas services, increase the income-
generating from international business, continuously improve the breadth and
depth of research coverage, and provide more comprehensive and in-depth
service support for various institutional customers and various business lines
of the Company.

Prime Brokerage Business

The prime brokerage system of the Company is one of the most
comprehensive system with the widest range of supportive systems among
the securities brokers in the industry, which supports markets and types of
transactions of margin financing and securities lending services, stock index
futures, commodity futures stock options, Beijing Stock Exchange, Southbound
and over-the-counter public funds trading markets to offer its clients with
convenience and favourable experience in carrying out various businesses at
the same time. The self-developed algorithmic trading platform within the prime
brokerage system maintained a leading position in the industry in terms of the
efficiency of execution of algorithmic trading, which is widely recognised and
trusted by various clients including those from the banking, insurance, public
offering, private equity and enterprises as well as high-net-worth individual
clients, including clients of QFIl sector. New services such as Beijing Stock
Exchange stocks, Shanghai and Shenzhen REITs and commodity futures
algorithm trading are also satisfied customers’ diversified trading needs.
The Company’s self-developed special counter for institutional transactions
provides financial institutions with independent and more functional trading
channels, which is widely recognized by banks, public offerings and insurance
customers. The turnover of the main broker business continued to grow, the
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trading effect of algorithmic trading continued to optimize, and the types
and scale of customers continued to expand. As of the end of the Reporting
Period, the number of Prime Brokerage Business (PB) existing customers of
the Company was 7,088, representing a YoY increase of 80.91%; a total of 21
public fund companies and 9 insurance asset management institution used
the Company’s algorithm trading services; A total of 94 customers used the
agency commissioning service of our Company, with a total of 124 targets.

In 2021, the Company added 31 new custodian public funds, which ranking
No.1 among securities firms. As of the end of the Reporting Period, the
total scale of asset custody and operation services of the Company was
RMB751.247 billion, representing a YoY increase of 85.75%. Among them,
there were 4,468 asset custody products and 4,542 operational service
products, representing a YoY increase of 72.58% and 85.09% respectively.

Outlook for 2022

In 2022, with the aim to constantly satisfy institutional investors’ trading needs,
the Company continued to improve its various types of prime brokerage
system and counter services for institutions. The embedded algorithmic
platform will connect with more trading software and will provide algorithm
trading strategies for clients. The Company will keep abreast of the changes
in the market environment and regulatory policy changes to further provide
diversified and personalised professional trading services, so as to further
meet the trading needs of various clients. The Company will take “strengthening
the custodian outsourcing business and improve customer service experience”
as the major focus, insist on market-oriented approach, digitization-led and
intelligent operation, and actively build a sustainable business model to
provide high-quality custodian outsourcing operation services to different
kinds of custodian institutions.

QFIl Business and RQFIl Business

As a domestic brokerage agency for QFIl and RQFII, the Company has
accumulated many years of experience in providing QFIl and RQFII client
services. In 2021, with the help of the Company’s first-class investment
research service resources, the Company integrated various advantages of the
Company’s domestic business, uphold the concept of providing full-product,
one-stop financial services to QFIl and RQFII clients, and continued to explore
the international market. In 2021, the Company continued to upgrade and
improve our trading system and trading algorithms to support the full range
of trading types allowed by the CSRC for QFII and RQFII. The Company
continued to optimize our account opening and trading processes and strive to
improve customer experience and trading efficiency. At present, the Company
has formed a professional institutional service featuring rich investment
research services, advanced trading system and trading algorithms.
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Outlook for 2022

In 2022, the Company will continue to build a diversified foreign client
network, proactively carry out QFIl and RQFII businesses with an aim to
provide its clients with advanced investment research and trading services,
and promote cross-border integrated development by means of specialized
sale and services. Under the background of continuous relaxation of QFII and
RQFII policies and increasing participation of foreign capital in the domestic
capital market, the Company will integrate superior resources and actively
coordinate, so as to provide clients with high-level, all-round, diversified,
differentiated and integrated financial services.

Other Investment Businesses

In 2021, China Securities Investment adhered to the principle of “maintain
stable and sustainable development” and the concept of “serve real economy,
serve technological innovation, serve economic transformation”, focused
on the investment scope with equity investment as the mainstay, pan-equity
investment and innovative investment business as the supplement. The
Company adhered to large-scale investment and did a good job in project
development, reserve and investment layout in an orderly manner by putting
strict control over project quality as the top priority, and completed 34
investment projects (including 12 IPO co-investments on STAR Market) with
an aggregate investment amount of RMB1,687 million during the Reporting
Period.

Outlook for 2022

In 2022, facing the turbulent recovery of the global economy after the
COVID-19 pandemic and the tightening of liquidity in major economies, China
Securities will continue to adhere to its strategic positioning and investment
philosophy, maintain large-scale investment, further improve the investment
layout, improve the overall balance of the asset portfolio in terms of industry
track, investment varieties and exit methods, as well as enhance the ability to
resist market cycles and fluctuations.
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4. Investment Management Segment
(1)  Asset Management Business of the Securities Company

In 2021, the Company’s asset management business was fully deployed in
the fields such as fixed income, equity, quantitative and FOF. The Company
accelerated the optimization of its asset management business structure and
pushed forward the transformation of active management business. During
the Reporting Period, the scale of the Company’s actively-managed fixed
income products steadily increased; the scale of active management of equity
products grew significantly, mainly due to the rapid growth in the “second
IPO” under China Securities Value Growth Collection Asset Management Plan
and the number of private equity, quantitative and FOF products issued.

The Company has made steady progress in diversifying products, advancing
the collective rectification of large-scale collective products, strengthening
the construction of equity investment and research system, consolidating the
level of compliance construction and the establishment of asset management
subsidiaries. The scale of active management has grown rapidly, the asset
management capability has been continuously improved, and the business
development trend has maintained good. According to the statistics of
Securities Association of China, as of the end of the Reporting Period, the
entrusted asset management scale of the Company was RMB427.272 billion,
and the net income from asset management business was RMB1.012 billion.
Among which, the scale of the active management products of the Company
was RMB385.814 billion, accounting for 90.30% of the total scale of asset
management, representing a YoY increase of 21.63 percentage points.
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The scale of the Company’s asset management business is as follows:

Unit: RMB ‘00 million

Scale of asset management

Name of business type December 31, December 31,

2021 2020

Collective asset management business 1,612.90 501.76

Targeted asset management business 1,286.45 2,982.15
Specialized asset management

business 1,373.37 1,418.91

Total 4,272.72 4,902.82

Source: Securities Association of China

Outlook for 2022

In 2022, the Company will fully promote the development of asset management
business and steadily improve its active management capability. The
Company will continue to diversify asset management products, improve
product layout, and form product lines with distinctive themes and features.
At the same time, the Company will focus on the construction of refined and
multidimensional marketing system, insist on paying equal attention to retalil
business and institutional business, and increase the breadth and depth of
institutional customer coverage while widely radiating various retail channels.
Our Company will also fully promote the establishment of asset management
subsidiaries, enhance the core competitiveness of business development,
build an asset management brand with customer demand as the core, and
realize the high-quality development of asset management business.



SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

(2)  Fund Management Business

In 2021, China Securities Funds focused on public funds as its main business,
i.e. focusing on investment, sales and service of public fund products to
enhance its market competitiveness. It actively explored its business structure,
developed new businesses and continuously enriched its product portfolio.
As of the end of the Reporting Period, the AUM of China Securities Funds was
RMB59,899 million, including AUM of public offering products of RMB48,291
million, representing a YoY increase of 80.95%; AUM of special account
products of RMB11,496 million, representing a YoY decrease of 58.76%; AUM
of ABS products of RMB113 million, representing a YoY decrease of 85.08%.
As of the end of Reporting Period, China Securities Funds managed a total of
34 public funds (including 12 products established in 2021); 12 of 21 products
were included among the top 50% in the market, among which 7 entered
top 20% of the market and 6 entered top 10% of the market. (Source: the
Securities Association of China, Wind Info and statistics of the Company)

QOutlook for 2022

In 2022, through the vigorous development of China Securities Funds’ public
fund business and the maturity of investment and research capabilities,
the Company will continue to diversify its product portfolio, improve its own
research strength, improve marketing capabilities, strengthen customer system
construction, strengthen internal governance and drive business development
to realize a stable growth in management scale and the value preservation
and appreciation of the clients’ assets, to strengthen its core competitiveness
and improve its brand influence.
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Private Equity Investment Business

In 2021, with the COVID-19 under better control in China, the domestic
private equity investment market has shown a rebound in fund raising. The
establishment of the Beijing Stock Exchange has broadened the existing exit
channel and brought historic opportunities for investment institutions, but
has also brought new challenges as well. China Securities Capital continued
to follow market hotspots and technological developments, selectively
conducted in-depth research in key investment areas, gradually deepened
and systemized industry research, so as to improve project development
efficiency and investment quality, with an investment in projects completed
throughout the year near RMB4,000 million. In 2021, 4 companies invested by
China Securities Capital have been listed and 5 portfolio companies invested
by China Securities Capital passed the IPO review of the CSRC.

As of the end of the Reporting Period, China Securities Capital operated a total
of 54 funds, with a filing scale of RMB53,856 million, representing a filing scale
increase of RMB16,419 million over the year. As of the end of the Reporting
Period, China Securities Capital completed a total investment of more than 230
companies with a cumulative investment amount of more than RMB14 billion
and an average investment yield from exit projects reaching 115%.

Outlook for 2022

In 2022, China Securities Capital will actively respond to the call of the Party
Central Committee to serve and promote the development of the real economy,
and perform its diligence obligations from the perspective of a private
equity fund manager. China Securities Capital will continue to focus on the
establishment of large-scale funds, continuously increase the size of our total
funds under management and endeavor to improve our ranking in the market;
China Securities Capital will continue to strengthen its investment and research
abilities, closely focus on investments in hard technologies, specialties and
new products, hybrid reform of central enterprises and military projects, and
actively deploy in rapidly developing hot tracks such as integrated circuits,
semiconductor components and materials and biopharmaceuticals. China
Securities Capital will continue to improve its work in risk control, regional
development, brand building and business collaboration to create more value
for shareholders and investors.
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. ANALYSIS ON CORE COMPETITIVENESS DURING THE
REPORTING PERIOD

1.

Leading innovative business system

The Company has a balanced and all-round investment banking business, a wealth
management business with strong sales capabilities, a professional and integrated trading
and institutional client services business, and a fast-growing asset management business
with huge potential; the Company implemented integrated management of subsidiaries to
ensure maximum resources efficiency, comprehensive customer service and large-scale
business system. The innovative, leading, healthy and balanced business system ensures
that the Company can quickly seize market opportunities and effectively resist business
fluctuations, which is the stabilizer for the Company’s continuous growth.

Well-structured customer base

The Company has a customer base with industry-leading scale , complete and reasonable
structure. The Company serves leading enterprises and high-quality companies in various
industries, as well as a number of small and medium-sized enterprises with “specialisation,
specialisation and innovation”; Maintaining stable cooperation with major financial
institutions and investment institutions in the market; At the same time, the Company
serves government customers to make good use of the capital market and served tens of
millions of personal customers to do a good job in wealth management. In the process of
serving corporate customers, institutional customers, government customers and individual
customers, the Company actively expanded the Internet business ecosystem, and
consolidated customer loyalty with professional, sincere, comprehensive and continuously
optimized comprehensive financial services. Customers with reasonable structure and
continuous growth have become the foundation for the healthy development of the
Company.

Comprehensive coverage of channel network

The Company has more than 300 physical outlets across the country, covering major
cities and potential regions, and has a wholly-owned subsidiary in Hong Kong, which has
professional advantages in providing integrated financial solutions and global capital
services. The Company has independently built an industry-leading online smart investment
advisory platform. More than 6,000 professional licensed consultants are able to quickly
respond to customers’ online consultation. The Company is cultivating a professional,
young and nationwide content team. On the basis of online and offline interconnection, the
Company is creating more diversified, professional and attractive content services, which
will become a new growth pole for the Company’s channel network.
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4. Continuous enhancement of technology research and development

Over the years, the Company has continued to promote digital construction with the
standards of “recording, analyzing, measuring and improving all”, strived to realize
the same customer management, same business management and unified operation
management, and continuously strengthened the deep integration of artificial intelligence,
big data, cloud computing, blockchain and other emerging technologies with business
scenarios. The Company is orderly promoting and gradually realizing the intelligence
of customer service, business processing and operation process. The continuously
strengthened research and development capability is the technical basis of empowering
employees, empowering management and empowering business.

5. Industry-leading risk control and compliance

The Company has established a scientific and reasonable comprehensive risk management
system and compliance management system with clear rights and responsibilities,
covering the whole process before, during and after the event, and with strategic foresight.
The Company is one of the first batch of six consolidated supervision pilot enterprises in
the domestic securities industry, and also one of the first batch of enterprises on the white
list of supervision. A prudent, stable and industry-leading risk control and compliance
management mechanism is a strong guarantee for the Company’s long-term healthy
development.

6. Corporate culture of excellence

Adhering to the core value of “recognition for achievement, ability and position”, the
Company has formed 12-character development experience of “following the right path,
acting diligently, pursuing simplicity and never turning the skip”. Adhering to the business
philosophy of “mutual benefit for others”, the Company has built a corporate culture rooted
in employees, growing together with customers and developing together with the market,
and is committed to building CSC into a first-class investment bank in China that is trusted
by customers, recognized by employees and satisfied by shareholders.The Company has
attached great importance to the training and cultivation of cadres and employees at all
levels. The talent team has excellent structure, high stability and strong professional ability.
It has formed a proactive management team and a diligent and loyal staff team.

7. Strong shareholder background
Beijing Financial Holdings Group Co., Ltd., Central Huijin Investment Ltd. and CITIC Group
Corporation, the major investors of the Company, are large state-owned enterprises with
strong capital strength, mature capital operation experience, rich market resources and
high social recognition, and are important executives of national strategies and important
explorers of financial reform.

m CSC Financial Co., Ltd.



SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

lll. DISCUSSION AND ANALYSIS ON FUTURE DEVELOPMENT OF
THE COMPANY

U]

Industry landscape and trends

In the past year, the economic recovery of the PRC has been at the forefront of major global
economy. The stable operation in the domestic capital market contributed positive strength
to the development of macro economy. Shanghai and Shenzhen stock markets recorded
the most active trading levels throughout history, with an annual turnover of RMB257 trillion.
The stock and debt financing also reached a record high scale. 1,011 stock financing
with a financing volume of RMB1,314.5 billion. Debt financings recorded 20,732, with a
financing volume of RMB19.81 trillion. While market indicators reflected upward trend in all
aspects, and the security sector has more room for development.

Despite China’s current macroeconomy under certain pressure, we have the foundation,
condition, confidence and capability to maintain steady, healthy and sustainable economic
development given that the characteristics of the economic development of strong
resilience, great potential, promising prospects and long-term growth remain unchanged.
Following the national policies strengthening organic combination of cross-cycle and
counter-cyclical macroeconomic regulation and control, the synergy effects from the
“seven policies” in macros, micros, structure, technology, reform and opening up, region
and society were sustainably released. China’s capital market may effectively finance
and optimize the allocation of resources, and proactively participated in international
financial markets to expand the scope of international exchanges, which has served as
an irreplaceable and positive role in national economic recovery and the long-term stable
development of our economy.

In 2022, it is expected that the capital market will go forward to normalise better
development trend. Financial institutions will actively integrate into major national
development strategies, pay more attention to social equity, data security, industrial
chain security and support small and micro enterprises, technology innovation, green
development and the “double carbon goal”. Under the guidance of the policy, the capital
market will give full play to its role in enhancing social and economic development.
Securities firms act as “financing arrangers”, “wealth managers”, “providers of trading
services and liquidity”, “important investors in the market” and “risk managers”, and their
strong functions will be further released and leveraged in the course of deepening reform
of the capital market.
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The following development trend in the securities industry has become increasingly clear:

First, the growth of residents’ wealth and investment needs brought continuous increment
in business to the development of the securities industry. Following continuous optimization
of new regulation on asset management and other capital market system, the capital
market continuously provides more diversified investment choices for the management
of residents’ wealth. Under the background of deepening the opening up to the world
and the pandemic prevention and control, the steady performance of China’s economy
has attracted continued inflow of foreign investment; the PRC promotes the development
of personal pension supplemental mechanism suited to China’s national conditions,
government policy support, individual voluntary participation and market-oriented
operation, creating new business opportunities for the development of securities industry.

Second, the establishment of the Beijing Stock Exchange and the comprehensive
registration system reform was conducive to the business development and put forward
higher requirements for the professional ability of securities companies. The Beijing Stock
Exchange aims to formulate a major platform that services innovative small and medium-
sized enterprises, and more “specialised and new” small and medium-sized enterprises
would benefit from the capital market services and develop rapidly, contributing to new
increment in business to the investment banking business of securities companies.
Meanwhile, under the basic system and business logic of the capital market under the
comprehensive registration system, securities companies are required not only perform
the duties of “gatekeepers”, but also build core competitiveness in the acquisition, pricing,
sales and comprehensive service capabilities of assets.

Third, institutionalisation of customers put forward higher and more comprehensive
requirements for the comprehensive financial service capacity of securities companies.
In recent years, the proportion of shares held by institutional investors in the A-share
market and the proportion of transaction volume increased significantly. It is expected that
such trend will continue to expand. The rapid growth of institutional business with high
concentration and strong customer loyalty put forward higher comprehensive requirements
for securities companies’ business qualifications, capital strength, scale advantages,
product design capability, risk control capability, strength of channels, internal synergy,
etc..

CSC Financial Co., Ltd.
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Fourth, the globalisation of operation is an important opportunity for domestic securities
firms to realise international business increment and enhance the international influence of
their own industry. Under the favorable policies such as “dual cycle” and capital account
opening, the capital market has steadily promoted institutional opening up, and supported
qualified enterprises to realise overseas listing in accordance with law. Opportunities for
domestic securities companies to participate in the international capital market have been
increasing day by day. Meanwhile, the market, participants and products would move
towards a higher level of two-way opening up to create more possibilities for domestic
securities companies to participate in international competition and build international first-
class securities companies.

Fifth, the transformation of digitalisation has been conducive to the securities industry
to further improve service quality and efficiency. Artificial intelligence, block chain,
cloud technology and big data and other technologies have been constantly applied
in the securities industry data storage, analysis, mining and application scenarios. In
the customer end, the continuous deepening of digitalisation would help securities
companies expand their business of precision marketing, intelligent customer service,
intelligent investment and research. In the management end, the continuous deepening of
digitilisation will push forward securities companies to explore more application space of
intelligent operation, intelligent risk control, etc.

To sum up, the abovementioned changes are both challenges and rare opportunities for

the securities industry. The securities industry is under an unprecedented vital period of
development opportunities.
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(I) Development Strategies of the Company

The Company strives to be a first-class investment bank in China that is trusted by
customers, recognized by employees, and satisfactory to shareholders. The Company kept
its mission of “bringing together talents, serving customers, creating value and contributing
to society” firmly in mind, and attached great importance to its corporate culture of
“people-oriented, learn modestly from others and learn from history”. The Company insisted
on the correct and clear strategic direction, balanced the development speed and quality,
put risk management in an important position, insisted on the employment ideality of
people first and employing people from all corners of the world, so as to the path of healthy
development. The Company expects to be committed to improving customer service
capability, supporting the real economy, and improving efficiency in wealth accumulation
and management through establishing long-term effective strategies, so as to achieve
high-quality development of itself along with the securities industry.

In order to materialize above visions, the Company will consolidate its advantage of leading
in value-creating ability and attach great importance to promoting work on customer
development and customer service to improve service quality; strengthen talent strategy
to improve team quality; increase capital and fund strength to optimize and improve
balance sheet performance; improve information technology capability to promote digital
transformation of the Company; keep improving compliance risk control capability to
ensure sound development of the Company; keep increasing modern management and
operation capabilities to improve efficiency and benefits.
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()

(v)

BUSINESS PLAN

In 2022, the Company will continue to strengthen the Party’s construction and continue to
integrate the Party’s leadership into corporate governance; optimize the Company’s asset
allocation and achieve the capital replenishment target as soon as possible; enhance the
value of internal and external synergy and improve the “four-pronged” synergy model of
“group-wide coverage, all-variety docking, all-round innovation and all-body service”;
improve the client service system, unify the system system and system optimization plan
for client management; expand and strengthen the capital management business, orderly
promote the establishment of a capital management subsidiary, improve the investment and
research platform and enrich product lines; continue to promote cross-border integration
and increase the revenue share of international business; deepen digital transformation
and vigorously promote data governance; optimize human resources management and
strengthen the talent pool; strengthen compliance and risk control, and do a good job of
risk prevention and control beforehand, risk management during the process, and risk
response and disposal afterwards; improve the office environment at the headquarters; and
fully enhance employees’ sense of access.

For specific business plans for each business line, please refer to the “Operation
Discussion and Analysis” in this section.

CAPITAL REQUIREMENT

In 2021, the Company continued to conduct its businesses in a healthy and well-organized
manner. During the Reporting Period, in order to satisfy business development requirement,
the Company, according to the arrangements of asset and liability management work,
successfully completed public offering of nine tranches of subordinated bonds with a total
issuance amount of RMB37 billion; public offering of one tranche of perpetual subordinated
bonds with an issuance amount of RMB5 billion; non-public offering of one tranche of
short-term corporate bonds with a total issuance amount of RMB1 billion. The Company’s
indirect wholly-owned subsidiary, as the issuer, completed the one tranche of issuance
under the guaranteed overseas medium-term notes program, with an issuance amount of
US$500 million; public offering of seventeen tranches of company short-term financing
bonds with a total issuance amount of RMB60.8 billion (as of the end of the Reporting
Period, outstanding balance to be paid amounted to RMB11 billion); issuance of 782
tranches of structured notes with a total issuance amount of approximately RMB66.2 billion
(as of the end of the Reporting Period, the outstanding balance amounted to approximately
RMB26.9 billion).

In 2022, the Company will manage the size and structure of liabilities in a scientific manner
based on business development needs and maintain a healthy gearing ratio, and properly

manage liabilities and liquidity.
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(V) ACCESS TO AND ABILITY OF FINANCING

Currently, the Company obtains short-term funds from commercial banks and other
investors primarily by way of bond repurchases, inter-bank lending, margin refinancing,
issuance of short-term commercial papers, issuance of beneficiary certificates, issuance
of short-term financing bonds by securities companies etc., to investors on the SSE, and
to commercial banks through inter-bank market, inter-institutional private equity products
guotation and service system and OTC market in accordance with the relevant policies and
regulations. As of the end of the Reporting Period, as approved by the People’s Bank of
China, the Company can implement a maximum inter-bank borrowing of RMB32,800 million
and a pledged bond repurchase quota in the inter-bank market of RMB49,100 million, with
a sufficient credit line for approved large-scale state-owned joint-stock commercial banks,
which effectively guaranteed the placements obtained by the Company through monetary
market in a timely manner.

In addition, the Company may, subject to market conditions and its own demands, finance
by way of equity financing, placing, rights issue, issuance of corporate bonds, financial
bonds, subordinated bonds, perpetual subordinated bonds and private placement bonds
and other financing methods as approved by the competent authorities.

To maintain a balance between liquidity and profitability, the Company held a number
of fixed income products, and changes in interest rates will have direct impact on the
interests received from the bank deposits held by the Company, as well as the market
price of the bond investment and the investment income. Meanwhile, equity investment of
the Company is also impacted, though indirectly, by changes in interest rates. In addition,
the Company has subsidiaries which are incorporated outside mainland China, with the
amounts invested by the Company denominated in foreign currencies. As the Company
has foreign currency denominated capital and assets and has raised funds through the
issuance of bonds denominated in foreign currencies by its overseas subsidiaries, changes
in exchange rates and overseas market interest rate levels will have certain impacts on the
Company.

To maintain the liquidity and profitability of its assets, the Company’s proprietary capital
is centrally managed by its treasury department. There are also a comprehensive
management system and corresponding work flows in place. The Company adjusts the
structures of its different classes of assets and liabilities in a timely manner and utilizes
corresponding financial tools to mitigate the risks and the impacts of the above factors.
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(VI) POTENTIAL RISKS (INCLUDING IMPLEMENTATION OF COMPREHENSIVE
RISK MANAGEMENT AND COMPLIANCE RISK CONTROL, AND
INVESTMENT IN INFORMATION TECHNOLOGY)

1.

Potential Risks faced by the Company

The Company may be mainly exposed to the following risks: market risk, credit
risk and liquidity risk. Specifically, the Company may be mainly exposed to market
risk brought by fluctuations in stock and bond markets to investment portfolio of
the Company; credit risk brought by insufficient repayment capability of financiers
in financing business or abnormal price of shares secured (or pledged) to the
Company, credit risk brought by bonds default and decreased credit qualification of
the issuer to bond portfolio of the Company, and liquidity risk brought by reasonable
neutral capital supply, rising financing costs or financing operation errors at a
specific time point in the expected context of overall capital supply balance. In
addition, the Company may be exposed to other risks including strategic risk,
operational risk, compliance risk, legal risk, technical risk and reputational risk. Joint
effect of above risks will pose certain challenge to the operation of the Company.

Implementation of Comprehensive Risk Management of the Company

The Company has attached great importance to risk management. Over more than a
decade of exploration and practices, and pursuant to the requirements of regulatory
regulations and self-regulatory rules, including the Measures for the Risk Control
Indexes Management of Securities Companies ((GEH QB AL IEHIEZERINE)),
Regulations for Comprehensive Risk Management of Securities Companies ({52
AIEHERAKREERE)) and Guidelines for the Liquidity Risk Management of Securities
Companies ((EHArREEREREEIES)) etc., the Company has established a
relatively complete and comprehensive risk management system. Since March 2020,
the Company has been officially included in the consolidated supervision pilot by
China Securities Regulatory Commission (“CSRC”), and continued to strengthen
the vertical control and group integrated management of domestic and overseas
subsidiaries. In 2021, the Company realized the integrated management of risk
control and compliance of all subsidiaries at home and abroad, and further optimized
certain aspects such as counterparty management, risk control of new business
and new products, risk data management and system construction. Please refer to
“Risk Management” in this section for details of the Company’s comprehensive risk
management.
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3. Establishment of Dynamic Control System for Risk Control Indicators

Pursuant to the Measures for the Risk Control Indexes Management of Securities
Companies ((BH A RIRRIZEFIFEZREEIE)) issued by the CSRC, the Company
has formulated and continued to revise relevant measures such as the Measures
for the Control of Risk Control Indicators of the Company ({2 B][ER1%E & 512 BS 42
#H%)) in accordance with the implementation, established a dynamic monitoring
mechanism for risk control indicators, and arranged special posts for daily
monitoring, in order to make timely report of various anomalies. At the same time,
the Company has established a dynamic monitoring and evaluation system for
net capital, based on the regulatory standards and early warning standards of
risk control indicators prescribed by the regulatory authorities. The Company has
added more stringent corporate monitoring standards as the monitoring threshold,
forming a three-level early warning (control) standard of risk control indicators based
on the early warning line of the Company, the early warning line of the regulatory
departments as well as supervision line of the regulatory departments. The Company
has also established and improved the reporting and response plans to ensure that
net capital and other risk control indicators meet the regulatory requirements.

The Company has established a net capital replenishment mechanism. Approaches
to replenishing net capital include but are not limited to equity financing as
authorized by the general meeting, increase of discretionary surplus reserve,
reduction or suspension of profit distribution, and issuance of subordinated debt,
etc. The Company has established a forward-looking adjustment mechanism for risk
control indicators to ensure that the risk control indicators are maintained at a robust
and compliant level by replenishing net capital, adjusting the structure of assets and
liabilities, as well as reducing the scale of business, etc. when there are abnormal
changes or early warning shown in the risk control indicators.

In 2021, the Company’s net capital and other risk control indicators continued to

meet the regulatory standards, and the main risk control indicators were at a healthy
level and no warning standards were triggered.
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4. Investments in Corporate Compliance Risk Control and Information Technology

The Company attaches great importance to compliance management and risk
management, continuously optimizes the construction of compliance management
and risk management systems, continuously expands the team of compliance risk
control personnel and enhances its allocation; The Company also continuously
promotes the construction of compliance risk control system through a combination
of self-development and outsourced procurement. Investment is continuously
increased to promote the timeliness and professionalism and intelligence of
compliance risk control. The Company’s investment in compliance risk control
mainly includes: investment in compliance risk control personnel, investment in the
construction of compliance related risk control system and operating expenses of
the relevant compliance risk control departments. In 2021, in terms of the parent
company, the Company’s total investment in compliance control amounted to
RMB611.681 million.

The Company continued to increase investment in information technology. The
Company continued to invest in areas such as construction and transformation of
the infrastructures, continuous improvement of system functions and innovation
and development, etc., and in the meantime laid a solid data foundation for the
construction of a digitalized enterprise. The Company continued to put efforts in
the introduction of information technology talents, focusing on the cultivation of
talents for both self-development and new technologies, and gradually formed the
Company’s core information technology competitiveness. The Company’s investment
in information technology mainly includes: information technology related capital
expenditure, daily operation and maintenance expenses, leasing and depreciation
expenses, and wages of information technology personnel. In 2021, in terms of the
parent company, the Company’s total investment in information technology amounted
to RMB1,092.7524 million.
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IV. FINANCIAL STATEMENT ANALYSIS
Profitability Analysis

In 2021, domestic capital market maintained good development trend and the overall market
activity was improved as compared with 2020. Under such market environment, the Company
was well-positioned to seize opportunities, and maintained a sound development in respect of its
various business operations. Operating results of the Company increased as compared with that
in 2020.

In 2021, the Group recognized total operating revenue and other income of RMB39,033 million,
representing a YoY increase of 27.06%. Net profit attributable to equity holders of the Company
amounted to RMB10,239 million, representing a YoY increase of 7.67%. Basic earnings per Share
amounted to RMB1.25, representing a YoY increase of 4.17%. Return on weighted average equity
was 15.86%, decreasing YoY by 2.26 percentage points.

Asset Structure and Asset Quality

During the Reporting Period, the Company completed the issuance of one tranche of perpetual
bonds, replenished working capital and maintained sound liquidity. The Company recorded
growth in both total assets and total liabilities to different extents. The Company maintained more
prudent operation, stable structure of assets and liabilities, and sound asset quality and financial
position.

As of December 31, 2021, the Group’s total assets amounted to RMB452,791 million, representing
an increase of RMB81,563 million, or 21.97%, as compared with that as at the end of preceding
year. After deducting accounts payable to brokerage clients, the Group’s total assets amounted
to RMB359,709 million, representing an increase of RMB63,191 million, or 21.31%, as compared
with that as at the end of preceding year. Among which, investment assets mainly include
investments in associates and investments in financial assets, accounted for 59.09% of the
total assets; margin accounts and financial assets held under resale agreements accounted for
21.36% of the total assets; cash and bank balances accounted for 10.01% of the total assets; and
other assets in aggregate accounted for 9.54% of the total assets.

Please refer to “Financial assets at fair value through profit or loss” in Note 22, “Financial assets
at fair value through other comprehensive income” in Note 23 and “cash and bank balances”
in Note 32 for the restriction of main assets as of the end of the Reporting Period in the Annual
Report.
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As of December 31, 2021, the Group’s total liabilities amounted to RMB372,785 million,
representing an increase of RMB69,628 million, or 22.97%, as compared with that as at the end
of preceding year. After deducting accounts payable to brokerage clients, the Group’s total
liabilities amounted to RMB279,702 million, representing an increase of RMB51,256 million, or
22.44%, as compared with that as at the end of preceding year. Among which, the amount from
financial assets sold under repurchase agreements was RMB99,596 million, accounting for
35.61% of the total liabilities; the amount from short-term borrowings, placements from banks and
other financial institutions, short-term financing instruments payable and non-current liabilities
due within one year was RMB72,100 million, accounting for 25.78% of the total liabilities; the
amount from bonds in issue was RMB60,020 million, accounting for 21.46% of the total liabilities;
the amount from financial liabilities at fair value through profit or loss and derivative financial
liabilities was RMB12,095 million, accounting for 4.32% of the total liabilities; and the amount from
other liabilities in aggregate was RMB35,891 million, accounting for 12.83% of the total liabilities.

As of December 31, 2021, the Group’s equity attributable to equity holders of the Company
amounted to RMB79,818 million, representing an increase of RMB12,083 million, or 17.84%, as
compared with that as at the end of preceding year.

As of December 31, 2021, after deducting accounts payable to brokerage clients, the gearing
ratio of the Group was 77.76%, representing an increase of 0.72 percentage point, as compared
with that as at the end of preceding year.

Cash Flow Status

After deducting accounts payable to brokerage clients, the Group’s net increase in cash and
cash equivalents was RMB7,654 million in 2021, representing a YoY increase of RMB26,549
million, which was mainly due to the increase in net cash flow from operating activities.

Net cash flow from operating activities in 2021 was RMB-6,655 million, representing a YoY
decrease of net cash outflow of RMB31,653 million as compared to a net cash flow of RMB-
38,308 million for the corresponding period of 2020, which was mainly attributable to YoY
decrease in net cash outflow from operating activities due to the decrease of the net increase in
financial assets at fair value through profit or loss during the year.

Net cash flow from investing activities in 2021 was RMB1,797 million, representing a YoY increase
of net cash inflow of RMB13,209 million as compared to a net cash flow of RMB-11,412 million in
2020, which was mainly attributable to the decrease in net cash outflow of paid for investments
and the increase in net cash inflow received from investment recovery during the year.

Net cash flow from financing activities in 2021 was RMB12,512 million, representing a YoY
decrease of net cash inflow of RMB18,313 million as compared to a net cash flow of RMB30,825
million for the corresponding period of 2020, which was mainly attributable to the decrease in
cash received from bond issuance and the increase in cash paid for debt repayment during the
year.
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SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
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V. ANALYSIS ON INCOME STATEMENT
Financial Highlights

In 2021, the Group accomplished a profit before income tax of RMB13,021 million, representing a
YoY increase of 7.38%. Major financial highlights of the Group are as below:

Unit: RMB million

ltems 2021 2020
Fee and commission income 15,358 13,624
Interest income 8,985 7,104
Investment gains 8,024 8,673
Other income 6,666 1,319
Total expenses 26,014 18,606
Share of profits and losses of associates 2 12
Profit before income tax 13,021 12,126
Income tax expense 2,786 2,589
Profit attributable to equity holders of the Company 10,239 9,509

Structure of Total Revenue and Other Income

In 2021, the total operating revenue and other income of the Group amounted to RMB39,033
million, representing a YoY increase of 27.06%. The structure of revenue remained relatively
stable. The revenue structure of the Group in the past five years is as follows:

[tems 2021 2020 2019 2018 2017
Fee and commission income 39.35% 44 .35% 44.48% 43.85% 53.47%
Interest income 23.02% 23.12% 32.17% 41.02% 32.01%
Investment gains 20.56% 28.23% 22.71% 14.66% 14.70%
Other income 17.07% 4.30% 0.64% 0.47% -0.18%
Total 100.00% 100.00% 100.00% 100.00% 100.00%
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Fee and Commission Income

In 2021, the net fee and commission income of the Group amounted to RMB13,437 million,
representing a YoY increase of 11.75%, which was mainly due to the increase in fee and
commission income from brokerage business. The breakdown of fee and commission income of
the Group during 2020 and 2021 is as follows:

Unit: RMB million

Change in
[tems 2021 2020 Change percentage
(%)

Fee and commission income
— Brokerage services 7,718 5,999 1,719 28.65
— Investment banking 5,958 6,179 -221 -3.58
— Asset and fund management 1,399 1,299 100 7.70
— Others 283 147 136 92.52
Fee and commission expenses 1,921 1,600 321 20.06
Net fee and commission income 13,437 12,024 1,413 11.75

The Breakdown of Fee and Commission Income in 2020 and 2021
The Breakdown of Fee and Commission The Breakdown of Fee and Commission

Income in 2021 Income in 2020

1.85% 1.09%

I Brokerage services Il Brokerage services

I Investment banking [ Investment banking

Asset and fund management

Il Others

Asset and fund management

W Otners

The fee and commission income from brokerage business increased by RMB1,719 million, or
28.65% YoY, which was mainly due to the YoY increase in the income of brokerage securities
trading service business, the rental income of trading unit seats and the income from the
business of agency sale of financial products of the Company.
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The fee and commission income from investment banking business decreased by RMB221
million, or 3.58% YoY, which was mainly due to the YoY decreased in the fee income of securities
underwriting business of the Company.

Interest Income
In 2021, the net interest income of the Group amounted to RMB1,750 million, representing a YoY
increase of RMB419 million, or 31.54%. The table below sets out the major composition of the net

interest income of the Group during the indicated periods:

Unit: RMB million

Change in
[tems 2021 2020 Change percentage
(%)
Interest Income
— Margin financing and
securities lending 4,113 2,869 1,244 43.36
— Financial assets held under
resale agreements 873 809 -236 -29.17
— Bank deposits 2,607 2,116 491 23.20
— Financial assets measured
at fair value through other
comprehensive income
(“*FVOCI”) 1,594 1,310 284 21.68
— Others 98 - 98 N/A
Interest expenses
— Accounts payable to
brokerage clients €65 284 51 17.96
— Financial assets sold under
repurchase agreements 2,037 1,511 526 34.81
— Placements from banks and
other financial institutions 882 558 324 58.06
— Borrowings 9 12 -3 -25.00
— Bonds in issue and
short-term financing
instruments payable 3,805 3,293 512 15.5/5
— Others 167 115 52 45.22
Net interest income 1,750 1,331 419 31.54
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Interest income from margin financing and securities lending increased by RMB1,244 million,
or 43.36% YoY, which was mainly due to the increase of average scale in margin financing and
securities lending business in the year.

Interest income from financial assets held under resale agreements decreased by RMB236
million, or 29.17% YoY, which was mainly due to the decrease of average scale in stock-pledged
repurchase business in this year.

Interest income from bank deposit increased by RMB491 million, or 23.20% YoY, which was
mainly due to the increase of average scale in the cash held on behalf of clients.

Interest expenses increased by RMB1,462 million, or 25.32% YoY, which was mainly due to the
increase in the interest expense of bonds in issue and short-term financing instruments payable
and financial assets sold under repurchase agreements.

Net Investment Gains

In 2021, the net investment gains of the Group amounted to RMB8,024 million, representing a

YoY decrease of RMB649 million, or 7.48%. The table below sets out the major composition of the
net investment gains of the Group during the indicated periods:

Unit: RMB million

Change in
[tems 2021 2020 Change percentage
(%)
Financial instruments measured
at fair value through other
comprehensive income
(“FVOCI™) 309 409 -100 -24.45
Financial instruments at fair value
through profit or loss(“FVPL") 8,459 9,361 -902 -9.64
Derivative financial instruments -831 -755 -76 N/A
Others 87 -342 429 N/A
Total 8,024 8,673 -649 -7.48
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Net investment income from financial instruments measured at fair value through other
comprehensive income decreased by RMB100 million, or 24.45% YoY. In particular, gains from
disposal of financial instruments measured at fair value through other comprehensive income
decreased by RMB292 million, or 72.35% YoY; dividends from financial instruments measured at
fair value through other comprehensive income increased by RMB192 million, or 3,602.98% YoY.

Net investment income from financial instruments at fair value through profit or loss decreased
by RMB902 million, or 9.64% YoY. In particular, gains from disposal of financial instruments at
fair value through profit or loss decreased by RMB784 million, or 18.22% YoY; gains from holding
financial assets at fair value through profit or loss decreased by RMB118 million, or 2.33% YoY.

Gains from other investment increased by RMB429 million YoY, which was mainly due to the
increase in net income from disposal of associates.

Total Expenses
In 2021, the total expenses of the Group (excluding fee and commission expenses and interest
expenses) amounted to RMB16,858 million, representing a YoY increase of RMB5,625 million, or

50.08%.

The table below sets out the major composition of the expenses of the Group during the indicated

periods:
Unit: RMB million

Change in
ltems 2021 2020 Change percentage
(%)
Staff costs 7,852 6,436 1,416 22.00
Tax and surcharges 168 156 12 7.69

Other operating expenses and
costs 9,105 3,245 5,860 180.59
Credit impairment losses -298 1,319 -1,617 -122.59
Impairment losses on other assets 31 77 -46 -59.53
Total 16,858 11,233 5,625 50.08
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(Continued)

Staff costs for the year increased by RMB1,416 million, or 22.00% YoY, which was mainly due to

the YoY increase in accrued salary and social insurance payments.

The reversal of credit impairment losses in this year amounted to RMB298 million, which

was mainly due to the reversal of impairment provision for financial assets held under resale

agreements.

The table below sets out the composition of the credit impairment losses of the Group during the

indicated periods:

Unit: RMB million

Change in
[tems 2021 2020 Change percentage
(%)
Financial assets measured
at fair value through other
comprehensive income
("FVOCI™) 121 290 -169 -58.28
Margin financing and securities
lending 15 28 -13 -46.43
Financial assets held under
resale agreements -444 989 -1,433 -144.89
Others 10 12 -2 -16.67
Total -298 1,319 -1,617 -122.59

The impairment loss on other assets in this year decreased by RMB46 million, or 59.53%
YoY, which was mainly due to the provision for impairment of investments in associates in the

preceding year.
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VI. ANALYSIS ON FINANCIAL POSITION
Assets

As of December 31, 2021, the total assets of the Group amounted to RMB452,791 million,
representing an increase of RMB81,563 million, or 21.97%, as compared with that as at the end of
preceding year. Excluding the effect of accounts payable to brokerage clients, the total assets of
the Group amounted to RMB359,709 million as at December 31, 2021, representing an increase
of RMB®63,191 million, or 21.31%, as compared with that as at the end of preceding year, and
changes in major assets of the Group were as follows:

Unit: RMB million

December 31, December 31, Change in
[tems 2021 2020 Change percentage
(%)
Financial assets measured
at fair value through other
comprehensive income
(“FVOCI™) 48,358 48,097 261 0.54
Investments in associates 111 229 -118 -51.59
Financial assets at fair value
through profit or loss 161,548 138,656 22,892 16.51
Derivative financial assets 2,518 1,632 886 54.27
Margin accounts 57,808 46,515 11,293 24.28
Financial assets held under
resale agreements 19,022 16,117 2,905 18.02
Cash and bank balances 36,003 28,580 7,423 25.97
Others 34,341 16,692 17,649 105.73
Total 359,709 296,518 63,191 21.31
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(Continued)
Analysis of the Components Analysis of the Components of
of Assets in 2021 Assets in 2020

[l Financial assets at
fair value through other
comprehensive income ( “FVOCI™ )

0.08% . Financial assets at

fair value through other
comprehensive income ( “FVOCI” )
Il Investments in associates [l 'nvestments in associates
. Financial assets at fair value

Financial assets at fair value
| hrough profit or loss

through profit or loss

Derivative financial assets
Derivative financial assets

Margin accounts Margin accounts

Financial assets held under
resale agreements

Financial assets held under
resale agreements

[ Cash and bank balances o 550// [ Cash and bank balances

W Others M others

Investments

The investment of the Group primarily comprises financial assets measured at fair value through
other comprehensive income (“FVOCI”), investments in associates, financial assets at fair value
through profit or loss (“FVPL”), derivative financial assets, etc.

As of December 31, 2021, the total external investments of the Group amounted to RMB212,535
million, representing an increase of RMB23,921 million, or 12.68%, as compared with that as at
the end of preceding year.

The following table sets out, as of the dates indicated, the investments of the Group and its
percentage to the total assets by category:

Unit: RMB million

December 31, 2021 December 31, 2020
Percentage to Percentage to
ltems Amount total assets Amount total assets
(%) (%)
Financial assets at fair value
through other comprehensive
income (“FVOCI”) 48,358 13.44 48,097 16.22
Investments in associates 111 0.03 229 0.08
Financial assets at fair value
through profit or loss (“FVPL”) 161,548 44 .91 138,656 46.76
Derivative financial assets 2,518 0.70 1,632 0.55
Total 212,535 59.09 188,614 63.61
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SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Financial Asset Investments

As of December 31, 2021, total financial asset investments of the Group amounted to RMB212,424
million, accounting for 59.05% of total assets, representing an increase of RMB24,039 million,
or 12.76%, as compared with that as at the end of preceding year, which was mainly due to the
increase in equity investment and debt instruments. The table below sets out the composition of
the financial asset investment portfolio of the Group:

Unit: RMB million

December 31, 2021 December 31, 2020
Percentage Percentage
to total to total
financial asset financial asset
[tems Amount investments Amount investments
(%) (%)
Debt instruments 135,478 63.78 127,132 67.49
Equity investments 27,891 13.13 18,134 9.63
Fund investments 16,606 7.82 10,461 8.98
Derivative financial assets 2,518 1.19 1,632 0.87
Others 29,931 14.08 31,026 16.46
Total 212,424 100.00 188,385 100.00
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Investments in Associates

Unit: RMB million

December 31, December 31, Change in

[tems 2021 2020 Change percentage
(%)

Investments in associates 111 229 -118 -51.53

As of December 31, 2021, the Group’s investments in associates amounted to RMB111 million,
representing a decrease of RMB118 million, or 51.53%, as compared with that as at the end of
preceding year, which was mainly due to the disposal of investments in associates during the
Reporting Period.

Cash and Bank Balances
As of December 31, 2021, cash and cash balances amounted to RMB36,003 million, representing
an increase of RMB7,423 million or 25.97%, as compared with that as at the end of preceding

year, which was mainly due to the positive net cash flow from financing and investment activities.

Unit: RMB million

December 31, December 31, Change in

[tems 2021 2020 Change percentage
(%)

Cash and bank balances 36,003 28,580 7,423 25.97%
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SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Liabilities

As of December 31, 2021, total liabilities of the Group amounted to RMB372,785 million,
representing an increase of RMB69,628 million, or 22.97%, as compared with that as at the
end of preceding year. Excluding the effect of accounts payable to brokerage clients, total
liabilities of the Group amounted to RMB279,702 million as at December 31, 2021, representing
an increase of RMB51,256 million, or 22.44%, as compared with that as at the end of preceding
year. The following table sets out the breakdown of the total liabilities of the Group as of the dates

indicated:
Unit: RMB million
December 31, December 31, Change in
[tems 2021 2020 Change percentage
(%)

Accounts payable to brokerage

clients 93,083 74,710 18,373 24.59
Short-term borrowings,

placements from banks and

other financial institutions,

short-term financing

instruments payable and non-

current liabilities falling due

within one year 72,100 67,261 4,839 7.19
Financial assets sold under

repurchase agreements 99,596 84,512 15,084 17.85
Bonds in issue 60,020 50,016 10,004 20.00
Financial liabilities at fair value

through profit or loss 7,800 1,596 6,204 388.80
Derivative financial liabilities 4,295 2,425 1,870 77.15
Others 35,891 22,637 13,254 58.55
Total 372,785 303,157 69,628 22.97

As of December 31, 2021, total accounts payable to brokerage clients of the Group amounted
to RMB93,083 million and accounted for 24.97% of the total liabilities of the Group, representing
an increase of RMB18,373 million, or 24.59%, as compared with that as at the end of preceding
year.
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SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
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The following table sets out the Group’s accounts payable to brokerage clients by geographical
locations and types of customers as of the dates indicated:

Unit: RMB million

December 31, December 31, Change in

[tems 2021 2020 Change percentage
(%)

Mainland China 91,470 73,463 18,007 24 .51
— Individual 51,469 45,173 6,296 13.94

— Corporate 40,001 28,290 11,711 41.40
Outside Mainland China 1,613 1,247 366 29.35
Total 93,083 74,710 18,373 24.59

As of December 31, 2021, short-term borrowings, placements from banks and other financial
institutions, short-term financing instruments payable and non-current liabilities falling due within
one year amounted to RMB72,100 million in aggregate, representing an increase of RMB4,839
million, or 7.19%, as compared with that as at the end of preceding year, mainly attributable to
the YoY increase in the balance of bonds payables due within one year.

As of December 31, 2021, financial assets sold under repurchase agreements amounted to
RMB99,596 million, representing an increase of RMB15,084 million, or 17.85%, as compared with
that as at the end of preceding year, which was mainly due to the YoY increase in the ending
balance of financial assets sold under repurchase agreements through collateralized repurchase.

As of December 31, 2021, the Group’s total outstanding amount of bonds payable due beyond
one year amounted to RMB60,020 million, representing an increase of RMB10,004 million, or
20.00%, as compared with that as at the end of preceding year, which was mainly due to the YoY
increase in the ending balance of issued structured notes.
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SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Equity

As of December 31, 2021, the total equity of the Group amounted to RMB80,006 million,
representing an increase of RMB11,935 million, or 17.53%, as compared with that as at the end
of preceding year, mainly attributable to the profits and issuance of perpetual bonds of this year.
The following table sets out the components of the Group’s total equity as at the dates indicated:

Unit: RMB million

December 31, December 31,
ltems 2021 2020
Share capital 7,757 7,757
Other equity instruments 14,938 9,962
Capital reserve 12,446 12,491
Surplus reserves 5,617 4,525
General reserve 12,514 10,549
Investment revaluation reserve 713 286
Foreign currency translation reserve 32 89
Retained earnings 25,801 22,076
Non-controlling interests 188 336
Total 80,006 68,071
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SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
VIl. ANALYSIS OF PRINCIPAL SUBSIDIARIES
Shareholding
of the Date of Registered
Name Company  Establishment  Capital Place of Business Registered Address Contact Number

China Securities  100% March 16, 1993 RMB1,000 million  27/F, 30/F, Hilton Business Center, 131 27/F, 30/F, Hilton Business Center, 131 023-86769605
Futures Zhongshan Third Road, Yuzhong Zhongshan Third Road, Yuzhong
District, Chongging (EETA%E®  District, Chongging (EET AR ER
W=RIEARERR L8 LW=RIRAREERRL27E

308) 308)
China Securities  100% July 31,2009 RMB1,650 million  12JF, Block B, Kaiheng Center Buloing, ~ Room 2, East Side, 6F, 188 Chaoyangmen~~ 010-85130648
Capital Dongeheng Distict, Beijng (J6 =&, Iner St, Dongeheng Distict, Befjng (72

Bl OARBE2E) MRABHGFIAAE 86O M)
China Securities  100% July 12,2012 Share capital o 18JF, Two Exchange Square, 8 Connaught  18JF, Two Exchange Square, 8 Connaught+852-34655600
International HKS4,000 million  Place, Central, Hong Kong Place, Central, Hong Kong
China Securities 75% September 9, RMB300 million  178:19fF, Block B, Kaiheng Center Building,  Unit 1, Building No. 3, Balonggiao 010-59100288
Funds 2013 Dongeheng District, Bejjng (LRT&EA  Yayuan, Qiaozi Town, Huairou

ES|fER L AEBRIT - 198) District, Beiing (Jt AHEZEEHE

NERHSEE)
China Securities  100% November 27, RMBG6,100 million ~ 11/F, Block B, Kaiheng Center Bulding, ~ Unit 109, Block C, Beijing Fund Town ~ 010-85130622

Investment 017 Dongeheng District, Bejjng (LR7&A  Center, No. 1 Jinyuan Avenue,
BB KEBE1E) Changgou Town, Fangshan District,

Beiing t AT B LRRERS T A4
FIRESNERECEI09)

1. China Securities Futures: As of the end of the Reporting Period, total assets and net assets
of China Securities Futures amounted to RMB24,754.56 million and RMB2,201.42 million,
respectively. In 2021, China Securities Futures recognized a total revenue and other
income of RMB7,769.07 million and net profit amounting to RMB559.15 million.

Principal businesses of China Securities Futures: commodities futures brokerage, financial
futures brokerage, futures investment consultancy, assets management, funds sale.
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(Continued)

2. China Securities Capital: As of the end of the Reporting Period, total assets and net assets
of China Securities Capital amounted to RMB3,892.39 million and RMB2,087.44 million,
respectively. In 2021, China Securities Capital realized a total revenue and other income of
RMB534.03 million and net profit amounting to RMB275.68 million.

Principal businesses of China Securities Capital: project investment, investment management,
asset management and financial advisory (excluding intermediary services).

3. China Securities International: As of the end of the Reporting Period, total assets and
net assets of China Securities International amounted to RMB12,672.92 million and
RMB3,365.48 million, respectively. In 2021, China Securities International recognized a
total revenue and other income of RMB509.62 million and net profit amounting to RMB93.00
million.

Principal businesses of China Securities International: holdings, investments and its
subsidiaries engage in the business of securities brokerage,asset management, corporate
finance, investment consulting, dealing in futures, proprietary investment and insurance
brokerage.

4, China Securities Funds: As of the end of the Reporting Period, total assets and net
assets of China Securities Funds amounted to RMB727.38 million and RMB608.91 million,
respectively. In 2021, China Securities Funds recognized a total revenue and other income
of RMB235.67 million and net profit amounting to RMB15.98 million.

Principal businesses of China Securities Funds: fund raising, fund sale, asset management
for specific clients, asset management and other business as approved by the CSRC.

Subsequent events:

In 2022, there was a change of shareholding in China Securities Funds that the
shareholding percentage held by the Company changing from 75% to 100%, and
China Securities Funds became a wholly-owned subsidiary of the Company. Please
refer to “Section 2 — Company Information — VI. Other Information of the Company — (lII)
Organizational Structure of the Company” of this report.

5 China Securities Investment: As of the end of the Reporting Period, total assets and net
assets of China Securities Investment amounted to RMB5,153.30 million and RMB4,599.93
million, respectively. In 2021, China Securities Investment recognized a total revenue and
other income of RMB1,121.31 million and net profit amounting to RMB790.85 million.

Principal businesses of China Securities Investment: equity investment and management,
investment consulting (except for intermediary services) and project investment.
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(Continued)
VIil. INTRODUCTION OF SECURITIES BRANCHES
() INFORMATION OF SECURITIES BRANCHES
Date of
No.  Branch establishment Registered address Contact number
1 Hubei Branch ~ February 6, 2012  3/F, Block A, Longyuan Building, 24 027-87890128
Zhongbei Road, Wuchang District,
Wuhan City, Hubei Province
2 Shanghai February 6, 2012 No. 06, 07, 18/F, Block T2, No. 398 021-55138037
Branch Huoshan Road, Yangpu District,
Shanghai
3 Shenyang February 7, 2012 No. 1, 12/F, 61 Beizhan Road, 024-22556761
Branch Shenhe District, Shenyang City,
Liaoning Province
4 Jiangsu Branch February 13, 2012 2/F, Huanghe Building, 58 Longyuan025-83156571
West Road, Gulou District, Nanjing
City, Jiangsu Province
5 Hunan Branch  March 1, 2013 No. 9, Section 2, Furong Middle 0731-82229568
Road, Furong District, Changsha
City, Hunan Province
6 Fujian Branch  April 16, 2013 3/F, Wuyi Center, 33 East Street,  0591-87612358
Gulou District, Fuzhou City, Fujian
Province
7 Zhejiang Branch April 18, 2013 Room 604, 6/F, 225 Qing Chun 0571-87067252
Road, Shangcheng District,
Hangzhou City, Zhejiang Province
8 Northwest April 19, 2013 56 Nanda Street, Beilin District, 029-87265999-202
Branch Xi‘an City Shaanxi Province
9 Guangdong April 24, 2013 Room 6804 and 6805, No. 233 020-38381917
Branch Tianhe North Road, Tianhe
District, Guangzhou City,
Guangdong Province (Office only)
10 Chongaing April 14, 2014 2-2, Block 2, Yijing Fenghao, 023-63624398
Branch 195 Longshan Road, Longshan

Avenue, Yubei District, Chongaging
City
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(Continued)
Date of
No.  Branch establishment Registered address Contact number
11 Shenzhen April 21, 2014 22/F, Block B, Rongchao Business 0755-23953860
Branch Center, 6003 Yitian Road,
Futian District, Shenzhen City,
Guangdong Province
12 Sichuan Branch April 25, 2014 25, South Third Section, First Ring 028-85576963
Road, Wuhou District, Chengdu
City, Sichuan Province
13 Shandong May 23, 2014 11/F, Block 4, 8 Long'ao North 0531- 68655601
Branch Road, Lixia District, Jinan City,
Shandong Province
14 Jiangxi Branch  May 28, 2014 Unit 5, 30/F, Block 2#, Heping 0791-86700335
International Hotel, 69 Yanjiang
North Avenue, Donghu District,
Nanchang City, Jiangxi Province
15 Henan Branch June 3, 2014 2/F, Zhonghua Building, 3 0371-69092409
Shangwu Outer Ring Road,
Zhengzhou Area (Zhengdong),
Henan Pilot Free Trade Zone
16 Shanghai Free 26 September  Room 2206, North Building, 528 021-68801573
Trade Zone 2014 South Pudong Road,China
Branch (Shanghai) Free Trade Zone
17 Tianjin Branch November 10,  No0.389, Jiefang South Road, 022-23660571
2014 Hexi District, Tianjin City
18 Beijing Hongyi March 19, 2019 4-4, Third Section, 6/F, Building 010-65726085
Branch No. 4, 66 Anli Road, Chaoyang
District, Beijing City
19 Hainan Branch December 29, 1 and 2/F, Yindu Building, 0898-65357208
2020 No.38 Haifu Avenue, Haikou
City
20 Ningxia Branch December 30,  No. 65, Hubin West Street, 0951-6737057
2020 Xingging District, Yinchuan
City
21 Guizhou December 31,  No. 2, 1-8/F, No. 13, Yan‘an 0851-83879300
Branch 2020 Middle Road, Yunyan District,

m CSC Financial Co., Ltd.

Guiyang City, Guizhou
Province



SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)
Date of
No.  Branch establishment Registered address Contact number
22 Jilin Branch January 5, 2021 19/F, Zhengrong Building, 0431-81939356

No. 621 Changchun Street,
Nanguan District, Changchun
City, Jilin Province
23 Shanxi Branch January 7, 2021 7/F, Crown Tower, 252 Xinjian  0351-4073321
Road, Xing Hua Ling District,

Taiyuan City
24 Heilongjiang  January 8, 2021 No. 99, Zhongyi Street, 0451-87536666
Branch Daoli District, Harbin City,

Heilongjiang Province
(Baishun Fenghua Apartment)

25 Xinjiang January 12, 2021 No. 446, Nanhu North Road, 0991-4165678
Branch Shuimogou District, Urumqi
City, Xinjiang

26 Gansu Branch January 12, 2021 Room 001, 2/F, Block B, Yongli 0931-8881007
Building, No. 58 Gaolan Road,
Chengguan District, Lanzhou
City, Gansu Province
27 Inner Mongolia January 12, 2021 Room 101, Building 105, Yuan 0471-6248166
Branch Yi Xin Jia Yuan, Wulanchabu
East Road, Saihan District,
Hohhot City, Inner Mongolia
Autonomous Region
28 Guangxi January 14, 2021 No.07, Building 1, No.1 0771-5772676
Branch Lingshijun, No.10 Zhongwen
Road, Qingxiu District,
Nanning City, Guangxi

29 Beijing January 15, 2021 No. 6 Dongzhimen South Street, 010-64156666
Dongcheng Dongcheng District, Beijing
Branch

30 Anhui Branch January 15, 2021 113, 114, Building 1 and 2, 0551-5501717

Fengle Century Apartment,
No. 499, Chang Jiangxi Road,
Shushan District, Hefei City,
Anhui Province
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(Continued)
Date of
No.  Branch establishment Registered address Contact number
31 Qinghai BranchJdanuary 18, 2021 Room 27-53, Building 1, 2, 4, 0971-8276233
Hezhengjiayuan, No. 27, North
Street, Chengzhong District,
Xining City
32 Beijing January 20, 2021 4/F, No. 66, Anli Road, 010-56326080
Chaoyang Chaoyang District, Beijing
Branch
33 Beijing Haidian January 20, 2021 1/F, No. 108, and the entire 010-82666923
Branch second floor of No. 18 Danling
Street, Haidian District, Beijing
34 Beijing Jingnan January 26, 2021 Meiyuan Market South Section, 010-68759957
Branch No. 15, Nanda Hongmen
Road, Fengtai District, Beijing
35 Beijing Jingxi  January 29, 2021 No. 39, Sanlihe Road, Haidian 010-58739666
Branch District, Beijing
36 Yunnan Branch February 2, 2021 2F, Hydropower Technology 0871-63117584
Building, No. 115, Renmin
East Road, Panlong District,
Kunming City, Yunnan
Province
37 Hebei Branch February 9, 2021 Room 601 and Shop 101 0311-86682430
and 102, Office Building 1,
Wufang Building, 88 West
Street, Chang'an District,
Shijiazhuang City
38 Ningbo Branch October 9, 2021 Room (3-1), No. 562, Zhenming 0574-87705128
Road, Haishu District, Ningbo
City, Zhejiang Province
Note: For the establishment of the above branches, the date of obtaining the “License to Operate

Securities and Futures Business” shall prevail for any occurrence after January 1, 2020.
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IX. EXPLANATION IN SCOPE OF STATEMENT CONSOLIDATION

As of December 31, 2021, the number of structural entities included in the consolidated financial
statements of the Company was six. The number of primary entities included in the consolidated
financial statement of the Company was eleven.

X. NO CHANGE IN THE INCOME TAX POLICY OF THE COMPANY
DURING THE REPORTING PERIOD

From January 1, 2008, the Enterprise Income Tax Law of the PRC (% A R XA B TEHIE))
and the Regulations on the Implementation of Enterprise Income Tax Law of the PRC ({(FFZE AR
HAMBEEERHEEMIESH)) became effective for the Company and other subsidiaries (except
China Securities Futures and China Securities International. Income tax computation and payment
are governed by the Announcement of the State Administration of Taxation on Printing and
Distributing the Administrative Measures for Collection of Consolidated Payments of Enterprise
Income Tax by the Enterprises with Trans-regional Operations ([2012] No. 57) ({(BEIR #5425
RENEE (B[R G L ERNTR P EMEHREWEIREIE HAE) ([2012]5757)). The income tax rate
applicable to the Company is 25%.

In accordance with Explanation on Implementation of Tax Preferential Treatments concerning
Western China Development Strategy (KBER#1TEIZK P AR AR TSI EEBERAFA)) issued
by the local taxation bureau in Yuzhong District, Chongqging City and the Notice on Continuation
of the Corporate Income Tax Policy for Enterprises in Western China ((BERIE4E A28 AR ¥ AT
BREBEHNAE)Y) ([2020] No. 23) issued by Ministry of Finance, SAT and National Development
and Reform Commission, the applicable income tax rate for China Securities Futures was 15%.

The applicable income tax rate for China Securities International was 16.5%.
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(Continued)

XI.

PROFIT DISTRIBUTION POLICY OF THE COMPANY

U]

Formulation, implementation or adjustment of cash dividend policy

The Articles of Association of the Company set out the basic principles of the profit
distribution policy and specific policy and provided that “the Company shall give priority
to the distribution of dividends in cash”, and “provided that the Company does not have
material investment plans, major cash expenses, etc. and that the capital needs for normal
operation of the Company are met, the profits distributed by the Company in cash shall
not be less than 10% of the distributable profits of the same year, and within any three
consecutive years, the accumulated profit distribution in cash shall not be less than 30% of
the average annual distributable profit for those three years”.

The Company attaches much importance to providing reasonable returns to investors
and maintaining the continuity and stability of the Company’s profit distribution policy,
while taking into account the company’s long-term interests, the overall interests of all
shareholders and the company’s sustainable development. Development and execution
of profit distribution of the Company, in particular cash dividend policy, are in strict
accordance with relevant provisions of the Articles of Association and procedures of
consideration, with clear standards and proportion of dividends and well-established
decision-making procedures and mechanism. In considerations at Board meeting,
independent non-executive directors of the Company, from the perspective of safeguarding
the interests of investors, expressed their objective and independent opinions; in
considerations at general meeting, all minority shareholders of the Company were entitled
to express their opinions and appeals and their legitimate interests were safeguarded.

On June 29, 2021, 2020 profit distribution plan of the Company was considered and
approved at the 2020 annual general meeting, i.e., RMB3.75 (tax inclusive) distributed
for every 10 Shares. This plan has been fully implemented by August 19, 2021. This profit
distribution involved cash dividends representing 31.83% of net profit attributable to
ordinary equity holders of the Company for 2020. This profit distribution has complied with
the provisions of the Guidelines for Cash Dividends of Listed Companies of the SSE ({ /&
BERZR ST LT AR DAIES])) and the Articles of Association. Independent non-executive
directors of the Company have expressed independent opinions on 2020 profit distribution
and were of the view that this profit distribution has complied with the relevant provisions of
laws and regulations, regulatory documents and the Articles of Association, and was in line
with the actual conditions of the Company and the long-term interests of shareholders as
a whole, and was favorable for the long-term development of the Company, therefore they
have agreed to this profit distribution plan.
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(I1) Ordinary share dividend distribution plans or budgets over the past
three years (including the Reporting Period)

Profit distribution plans of the Company were considered and decided at the general
meeting after being considered and approved by the Board of Directors and the Board of

Supervisors.

From 2019 to 2021, the Company’s dividend was as follows:

Unit: RMB
Net profit attributable Proportion of
to ordinary equity net profit
holders of the listed attributable

Amount of dividends
per ten shares

Amount of
cash dividends

company in the
consolidated
financial
statements of the

to ordinary equity
holders of the
parent company in
the consolidated

Year of dividend (tax inclusive) (tax inclusive) dividend year financial statements
2021 (budget) 3.95 3,063,894,444.82 9,691,018,415.34 32%
2020 3.75 2,908,760,548.88 9,138,942,498.88 32%
2019 2.35 1,796,900,530.93 5,130,270,443.24 35%

2021 Profit distribution budget:

Confirmed by the external of auditors, the Company (refers to the “Parent Company”, the
same thereafter) achieved a net profit of RMB9,237,153,640.40 in 2021.

According to relevant provisions of the Company Law, the Securities Law, the Financial
Regulations of Financial Enterprises ({2 B> %8 81)), the Interim Measures for the
Supervision and Administration of the Risk Reserves of Public Securities Investment Funds
(PHEEEHFREECRAREFESEETEETINE)) and the Articles of Association, the
Company intended to distribute its net profit for 2021 according to the following orders:

According to 10% of net profit, a statutory reserve of RMB923,715,364.04 was drawn,;

According to 10% of net profit, a general risk reserve of RMB923,715,364.04 was drawn;
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According to 10% of net profit, a trading risk reserve of RMB923,715,364.04 was drawn;

RMB950,206.92 of risk reserve for mutual funds custodian business was drawn;

RMB18,407,253.91 of risk reserve for large-scale collective product asset management

business was drawn.

The above items totaled RMB2,790,5083,552.95, subtracting the Company’s interest on
perpetual bonds of RMB547,684,931.50 and subtracting the dividends for 2020 distributed
in the year 2021 of RMB2,908,760,548.88 and adding undistributed profit at the beginning
of the year of RMB20,261,917,310.24, and the Company’s undistributed profit at the end of

2021 was RMB23,252,121,917.31.

Based on an overall consideration of the long-term development of the Company and the

interests of shareholders, 2021 profit distribution budget is as follows:

The Company proposes to distribute in the form of cash dividends, on the basis of
7,756,694,797 Shares in the total issued share capital as of December 31, 2021, RMB3.95
(tax inclusive) for every 10 Shares to all shareholders, amounting to RMB3,063,894,444.82
(tax inclusive) in aggregate, representing 32% of net profit attributable to ordinary equity
holders of the Company in the consolidated financial statements for 2021. The remaining

undistributed profit will be carried forward to the subsequent year.

Cash dividend is denominated and declared in RMB and payable in RMB to the A
Shareholders and in Hong Kong dollars to the H Shareholders. The actual amount declared
in Hong Kong dollars will be calculated based on the average of the intermediate exchange
rate for conversion of Hong Kong dollars to RMB as announced by the People’s Bank of
China one calendar week prior to the date of convening the 2021 annual general meeting

of the Company.

After the budget is considered and approved at the general meeting, the Company will
distribute cash dividends within two months after the date of convening the general
meeting. The dividend is expected to be paid by the Company around Thursday, August
18, 2022. The Company will make further announcement on, among others, equity

registration date and date of distribution in relation to this dividend distribution.
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XIl. RISK MANAGEMENT
() Overview

The Company attaches great importance to the formation of a risk management system
all the time. The Company adheres to the strategic policy of healthy development
and establishes the business philosophy of putting risk management in an important
position and “risk management as priority, risk management by all”. The Company’s risk
management is in line with the Company’s general operating strategic goal, ensures that
the risks are measurable, controllable and bearable, and obtains reasonable risk returns.
The Company continues to enhance its risk management system in accordance with the
needs arising from its business development, market condition changes and the regulatory
requirements, so the Company can ensure the enhancement and effective operation of a
comprehensive risk management mechanism during the Reporting period.

(1) Structure of Risk Management

The Board of Directors is the Company’s ultimate decision-making body for risk management.
The executive management is the executive body, while different units are responsible for
directly managing the risks in their business or operational activities. The Company has
three dedicated risk control departments, namely the Risk Management Department, the
Legal and Compliance Department and the Internal Audit Department, which independently
monitor and manage risks before, during and after the event, according to their respective
roles and responsibilities.

The Board of Directors makes decisions with respect to the Company’s risk management
strategies and policies, risk management system, internal control arrangements, as well as
the resolution of significant risk events. The Supervisory Committee carries out supervision
on the performance of risk management duties of the Board of Directors, Executive
Committee and senior management in accordance with laws and regulations and the
Articles of Association.
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The Risk Management Committee under the Board of Directors is responsible for supervising
the overall risk management of the Company in general and ensuring the risks are
adequately managed so that management activities may be effectively carried out on risks
associated with the Company’s business and operating activities. The Risk Management
Committee under the Board of Directors considers and advises the overall objectives and
basic policies of compliance management and risk management, confirms the specific
constitution of risk management strategies and risk management resources so that
they are aligned with the internal risk management policies; formulates tolerance level
for major risks; and supervises and reviews the risk management policies and makes
recommendations to the Board.

The Board of Supervisors is responsible for the supervision responsibility of overall risk
management, supervises and inspects the due diligence of the Board of Directors and the
Company’s Executive Committee in risk management, and urge rectification.

Executive Committee makes overall decisions with respect to the prevention, control,
mitigation, or acceptance of risks in the Company’s business and operating activities and
makes decisions on efforts to improve the internal control rules and procedures and control
measures in accordance with the risk management policies adopted by the Board.

The Risk Management Committee under the Executive Committee is responsible for
determining the Company’s risk appetite, risk tolerance level, overall risk limits, important
specific risk limits and risk control standards; formulating and promoting the implementation
of the Company’s risk management rules and procedures; approving risk limits and risk
control standards specific to each business line; reviewing and approving new businesses
and products; reviewing and approving the Company’s risk reports; conducting research
on risk control strategies and action plans for major business matters.

The Chief Risk Officer of the Company is responsible for leading professional risk
management activities across the Company, including organizing the formulation
of relevant risk management rules and procedures, improving the Company'’s risk
management practices, and guiding the Risk Management Department in the identification,
evaluation, monitoring and reporting of various risks.

Each and every department, branch and subsidiary of the Company, within their respective
roles and responsibilities, is responsible for following the rules and procedures, and risk
control polices, and implementing risk-control measures and engaging in direct risk control
efforts in their business activities, and the person in charge is the first person responsible
for risk management of the unit; each employee of the Company is responsible for the
effectiveness of risk management through diligence, prudence and timely reporting.
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The Risk Management Department is responsible for risk management; the Legal and
Compliance Department is responsible for legal affairs and compliance management,
and the Internal Audit Department is responsible for the internal audit activities. The
aforementioned three independent risk management departments establish their own rules
and procedures and operate independently to promote risk management of the Company.
Specifically, the Risk Management Department is responsible for risk management before
and during the event through risk monitoring and assessment, the Legal and Compliance
Department is responsible for managing the overall legal and compliance risks, and the
Internal Audit Department is responsible for conducting audits to identify material defects
in key rules and procedures and processes, as well as internal control weakness, and
supervising corrections and rectifications.
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subsidiaries and branches business departments and branches at all levels

In addition, the Company has established the internal audit department. Through
company-level review, the Company conducted export management and terminal risk
control of investment banking projects, and performed ultimate approval of decision-making
functions for the materials and documents submitted, reported, issued or disclosed in the
name of the Company, strengthening Risk Management for Investment Banking.
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SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

(1l1) Risk Management Mechanism

The Risk Management Department works with business and management departments
to identify major risks during the course of different business and management activities,
explicit key control measures, issue the Risk Catalogue and Key Control List, and continue
to update the same in light of business changes and monitoring findings.

The Company establishes a before-the-event risk control mechanism. It focuses on each
of the main business lines to formulate specific risk limits and risk control standards, and
has explicit procedures of risk control; the Risk Management Department and the Legal
and Compliance Department have participated in the review of new business and new
products, have participated in the before-the-event evaluation for important projects and
the operation system, and have expressed their opinions independently; important risk
control parameters are directly under the management and control of the Risk Management
Department, which also conducts independent verification for valuation model of financial
instruments before going online.

The Risk Management Department formulates the risk monitoring processes and indicators
for key business and management lines. In particular, risk monitoring indicators for
brokerage business, proprietary business, securities financing business, and asset
management business as well as risk control indicators including net capital are monitored
through the monitoring system, while the risk monitoring for other business or management
lines primarily relies on regular and ad hoc monitoring by means of on-site monitoring, risk
information reporting, data access and regular meetings. Main businesses of subsidiaries
fall within the scope of monitoring.

The Company also formulates operational process for risk assessment, and determines
main assessment methods and qualitative and quantitative risk rating criteria for various
types of risks. The Risk Management Department assesses and rates the risk matters on
an ongoing basis, evaluates the control of major business risks on a regular basis, and
conducts comprehensive year-end assessments of the risk control process, risk events and
positions, risk incidents and the risk-adjusted income level of the departments, branches
and subsidiaries as a key component of their performance assessment.
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(Continued)

The Company has formulated guidelines for various types of risk management and
control, including market risk, credit risk, operational risk, liquidity risk, reputation risk
and information technology risk, in order to guide and regulate the response to risks in
various business lines. The Company has established crisis management mechanism
and programs, and has formulated effective contingency measures and plans for various
businesses, especially for key risks and emergencies such as liquidity crisis and accidents
on transaction system, while emergency response mechanism has been established and is
drilled sporadically on a regular basis.

The Company is responsible for building mechanisms for communicating and reporting risk
information and significant risk warnings, communicating and managing risk information
and providing significant risk warnings. The Risk Management Department is responsible
for formulating operational procedures for communicating and reporting risk information
and issuing risk warnings, and the departments and branches and subsidiaries report
risk information or issue warnings on potential risks identified by themselves to the Risk
Management Department. The Risk Management Department then manages the risk
information, performs comprehensive analyses on various risk information to identify
risk control weaknesses and loopholes and propose recommendations on improving
risk control, reports significant risks to the Chief Risk Officer and Risk Management
Committee or executive management, and at the same time, communicates risk information
to relevant departments, while tracking any follow-up activities. The Risk Management
Department prepares risk reports and risk control recommendation reports according to
the results on risk identification, monitoring and assessment, and reports the findings to
involved parties and the executive management of the Company. The Risk Management
Department continuously monitors risks and the risk control status by following up on the
implementation of risk control recommendations by relevant parties in managing risks
identified in the risk reports.

The Legal and Compliance Department manages legal and compliance risks through
compliance consultation, compliance review, compliance inspection, compliance
supervision, compliance reporting, complaints reporting and handling, compliance
accountability, information segregation wall, anti-money laundering and a series of
compliance management methods as well as contracts, litigation management and other
before- and during-the-event management for business lines.

The Internal Audit Department detects material defects in key rules and procedures and
processes or internal control weaknesses through audits, reports these issues to the
Supervisory Committee, the Audit Committee, management, the Legal and Compliance
Department and the Risk Management Department, and drives any follow-up corrections
and rectifications.
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SECTION 4 MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

(v)

During the Reporting Period, as a pilot securities companies under consolidated
supervision, the Company realized the integrated management of risk control and
compliance of all subsidiaries at home and abroad, and further optimized the counterparty
management, new business and new product risk control, risk data governance and system
construction, the risk response capability and refined management level of the Company
has been further strengthened.

Details of the Primary Risks Associated with the Operation of the
Company

The risks in the daily operating activities of the Company primarily include strategic risk,
credit risk, liquidity risk, market risk, operational risk, information technology risk, legal risk
and compliance risk and reputation risk. The Company has established specific policies
and procedures to identify and address these risks, set out appropriate risk limits and
internal control processes to manage these risks, and built a sound control mechanism and
information technology systems to effectively monitor and control these risks. The major
risks and risk management of the Company during the Reporting Period are as follows:

1. Strategic Risk Management

Strategic risks refer to the risks that affects the Company’s overall development
direction, corporate culture, information and capability of survival or corporate
effectiveness. The Company established rational organizational structure of
strategic management, including the Board of Directors and the Development
Strategy Committee, the Executive Committee and the Executive Office (leading
organizational department for strategic planning) under the Board of Directors, as
well as each department, each branch and subsidiary.

The Company has clearly formulated the procedures and methods of strategic
planning, established assessment mechanism for strategic risk, including analysis
on potential risk factors when formulating strategic plans, as well as regular review
and discussion performed by the Board of Directors and the Executive Committee
during the process of strategic planning. The Company will, based on the assessment
on the implementation of strategic planning, make adjustment to the strategic plans
or adopt targeted measures to control the strategic risk when necessary.
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(Continued)

2. Credit Risk Management

Credit risks refer to the risks arising from the economic loss caused by failure of
performing the obligations by counterparties, issuers of debt financing instruments (or
financiers).

Credit risks of the Company arising from securities financial business primarily
includes risks from decline in value or insufficient liquidity of collateral provided by
counterparties due to insufficient repayment ability, customers’ failure to repay debts
in full in a timely manner due to involvement in legal disputes of collateral assets,
and credit risks arising from fraudulent credit information, violation of contracts and
regulatory requirements in transaction actions. Control of credit risk from securities
financing business is realized primarily through risk education for customers, credit
investigation and verification on customers, credit management, risk assessment
on collateralized (pledged) securities, reasonable setting of indication of defaulting
customers, financing of customers with insufficient guaranteed securities and normal
customers, the Company will perform the provision for impairment by complying
with the requirements of accounting standards, and actively recover debts from
defaulting clients.

Credit risk arising from bond investments is primarily due to bond financing
instrument issuer defaults or decline in the creditworthiness of issuers, defaults of
counterparty to bond trade, among others. The Company conducts necessary due
diligence to issuers and counterparties, establishes an internal rating system for
implementing internal rating on issuers, debts and counterparty, executes access
and limit management based on internal and external rating, and controls credit risk
of bond investment by periodic and non-periodic risk screening and post-investment
tracking. The Company controls credit risks relating to over-the-counter derivative
transactions by setting counterparty ratings and credit lines, and setting limits on the
size of transactions and related credit risk exposures before transactions can take
place. The Company monitors and controls credit risk exposure of counterparties
within established limits by adopting mark-to-market practices of derivative
transactions and related collateral as well as forced position liquidating procedures.
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(Continued)

In order to manage the credit risk arising from the brokerage business, securities
brokerage transactions in mainland China are all settled in full margin, which enables
settlement risks associated with brokerage business to be well under control. The
Company strictly complies with relevant trading and settlement rules and procedures
to eliminate non-compliant financing operations for clients. With regard to clients’
credit risk, the Company has adopted safeguarding measures to prevent overdraft or
negative balance of equivalent securities for repurchase financing clients, including
due diligence of clients, establishing reasonable trade limit with customers, discount
rate of pledged bonds, minimum ratio of equivalent securities retained, maximum
leverage ratio and pledge concentration of single bond, and established various
rules and practices to manage the credit risk of option trading clients, including
margin management, position limits, and forced closeout.

Furthermore, Risk Management Department monitors the credit risk on an ongoing
basis, including tracking the credit qualification status of counterparties and bond
issuers, monitoring coverage of collateral for securities and financial business,
requiring the business department to fulfill its duty of post-investment management,
as well as using stress testing and sensitivity analysis, among others, to measure the
credit risk of major business lines.

Liquidity Risk Management

Liquidity risks refer to the risks that a commercial bank is unable to acquire sufficient
funds in a timely manner at a reasonable cost, in response to repay due debts, fulfill
other payment obligations and meet other funding needs during normal course of
business.
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The Company has established clear decision-making levels, along with authority
mechanism, mechanism for hierarchical control, and has clearly defined the duties
and functions of the Board of Directors, as well as executive management and
business departments of the Company in terms of liquidity risk management. The
Asset and Liability Management Committee, which is under Executive Committee, is
responsible for organizing and managing the asset and liability allocation plan of the
Company, reviewing and approving the internal valuation interest rate of capital and
emergency plans for liquidity risk. The Company established the Treasury Operations
Department to initiate the management of the liquidity of its proprietary funds,
accounting for expanding mid- and long-term stable funding channels, reasonably
adjusting the asset allocation among various business lines, and steadily optimizing
its assets and liabilities structure. The Company also implements management
on liquidity risk limits and conducts daily position analyses and monthly liquidity
position analyses mechanism to manage liquidity movements in a timely manner. In
respect of business management, in order to effectively control the market liquidity
risk of its securities portfolios, the Company has implemented securities centralized
management system in securities investment and securities financial business, and
adopted bond credit rating standards for fixed income securities investments;

The Company has improved its daily practice for liquidity risk management and
control mechanism with the assistance of liquidity reserve asset management
system, refining internal funds transfer pricing (FTP) system, as well as establishing
and optimizing liquidity emergency plans and stress tests. In addition, during the
Reporting Period, the Company rationally planned the scale of our assets and
liabilities, optimized the maturity structure of liabilities, maintained adequate liquidity
reserve, the liquidity coverage ratio and the net stable funding ratio were within
the compliant and stable range and secured liquidity risk to be measurable and
controllable.
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(Continued)

Market Risk Management

Market risks refer to the risks of losses in the Company’s on-and-off balance sheet
business due to adverse changes in the market price (interest rate, exchange rate,
securities price and commodity price).

For market risks, the Company has established an integrated risk management
organizational structure, implemented stage-by-stage authorization, provided
clear structure of duties and authorities of the Board of Directors, executive
management and business department in market risk control and built risk
management processes that enable coverage of activities before, during and after
making investments, with an overall risk limits application. The Company annually
reviews and approves risk limits for the entire Company as well as each proprietary
business line, including: exposure limits, stop-loss limits, value-at-risk (“VaR”) limits,
limits of sensitive indicators and stress testing limits, with the Risk Management
Department monitoring and supervising their implementation and compliance. The
Company has established various methods of valuation of financial instruments and
adopted daily mark-to-market practices, and implemented stop-loss procedures
which commensurate with its trading strategies. On a regular basis, the Company
assesses the risk tolerance of its proprietary business lines, the effectiveness of risk
control and revenue after risk adjustment, and includes the assessment results in
the performance evaluation of these business lines. The Company makes ongoing
efforts to improve its proprietary business management system, to steadily realize
front-end controls over relevant limit indicators. The Company adopts VaR as a
tool to measure the market risk of its investment portfolio comprising securities and
its derivatives. VaR is a method that estimates the maximum possible loss on the
portfolio due to movements in interest rates or market prices such as stock price
over designated period and within a given confidence interval. As this method mainly
relies on relevant information of historical data, it has certain inherent limitations. To
complement, the Company implements daily and specific stress tests to assess the
impact on the risk control indicators of net capital of the Company and profit or loss
of proprietary portfolio from extreme adverse changes of risk factors, and proposes
emergency plans with relevant recommendations and measures in accordance with
the assessment.
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The Company uses sensitivity analysis as a primary instrument to monitor the
interest rate risk. Sensitivity analysis measures the impact on the total income and
shareholders’ equity interests arising from fair value changes of various financial
instruments held at the end of the period when there are reasonable and possible
changes in interest rates, on the assumptions that all other variables remain constant
and overall market interest rates shift in a parallel manner, while risk management
activities which may be taken by the Company to reduce interest rate risks are not
taken into consideration.

With regard to foreign exchange rate risk, the Company commenced the foreign
exchange settlement and sale business with the approval of the SAFE in 2020, and
China Securities International, the overseas subsidiary of the Company, held foreign
currency assets and liabilities. As the proportion of assets denominated in foreign
currencies held by our Company is insignificant, and represents a small portion of
the income structure, the Company is of the view that the impact of foreign exchange
rate risk on the Company’s current operation is significant in general. The Company
established a reign exchange risk management mechanism and managed its foreign
exchange rate risk by overseas business management, limiting the size of assets
and liabilities denominated in foreign currencies and general position management
on foreign exchange settlement, assigning stop-loss limits for investments and
risk exposures in companies and risk hedging instruments with foreign exchange
derivatives. Other price risks refer to risks of fair value decline to the Company’s
investment portfolio due to fluctuations in market prices other than stock prices,
interest rates, and foreign exchange rates. The Company’s investment portfolio
primarily comprises equity securities, fixed income securities and their derivative
instruments. Other market price-related businesses include gold, commodity and
its derivatives trading where the Company primarily focuses on providing liquidity
services and arbitrage trading in this type of business, representing small risk
exposure. Accordingly, the Company believes that the other price risks do not have
a significant impact on the Company’s current operations.
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(Continued)

Operational Risk

Operational Risks refer to the risks of losses caused by imperfect or problematic
internal procedures, employees, IT systems or external events.

Concerning the potential operational risks in each business and management activity
of the Company, the Company carries out the segregation of various businesses with
three lines of defense comprising a system of checks and balances between its front,
middle and back offices. A business authority delegation and accountability system,
as well as a management system, procedures and risk control measures for each
business has been established and reinforced. Within the scope of authority of the
Company, operational risks are transferred or mitigated by personnel and operation
outsourcing and, where necessary, insurance is purchased to the extent authorized.
Mechanisms for information exchange, reporting of major events and information
feedback have also been set up.

The Risk Management Department monitors and assesses the operational risks
of various businesses including the brokerage business, and also implements
regular risk control evaluation. It examines the key risks of various business and
management lines, and establishes and implements key control measures in
practical business procedures. The department also develops and improves internal
control matrix. The business departments are organized to conduct self-evaluation
of risk and control to identify new material risks and take appropriate risk control
measures. Statistical analysis on various types of operational risk events is performed
at least on an annual basis to calculate the frequency of their occurrence and the
level of losses, as well as to assess the changing trend of risk and risk allocations.
During the Reporting Period, the Company further implemented various risk warnings
and risk education programs, and held company-wide training on risk management
topics, kept promoting the specific application of professional management tools for
operational risk, improved contingency plans under epidemic situations, and actively
responded to unexpected pandemic situations in individual regions.
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6. Information Technology Risk Management

Information technology risks refer to the operational, legal and reputational risks
incurred from natural factors, human factors, technical defects and management
flaws while the information technology is applied in the Company.

The Information Technology Department of the Company is responsible for
the management of planning, establishment and operation maintenance of the
information technology system. The Company carries out centralized management
and backup of the data in transaction system, implementation of mutual separation of
development, testing and operation maintenance of information technology system,
as well as mutual separation of data management and application system, and
implements strict control of access authority and track record, controls the choice
of relevant software, hardware and external suppliers of information technology
system, enhances external system management, performs real-time and automatic
monitoring of the connection of important communication network and operation
of the significant business system. In addition, the emergency management of
business continuity of the Company is led by the Risk Management Department, the
Information Technology Department is responsible for the technical support work
and relevant business departments are fully involved.

7. Legal Risk and Compliance Risk Management

Legal risks refer to the risk from contracts not being performed due to invalidity
within the law, or improper entering into of the contracts; Compliance risks refer to
the risk that the Company may be exposed to legal sanction or regulatory measures,
major property loss or reputation loss as a result of its non-compliance with the laws
and regulations, regulatory rules, self-regulatory rules as well as code of conduct
applicable for our own business activities.
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(Continued)

The Legal and Compliance Department unified to manage legal affairs of the
Company and controlled legal risks. It led to review all agreements and contracts of
the Company, provided legal opinions on major business matters of the Company
and performed centralized management, as well as instructed to handle litigations
of the Company. Meanwhile, it is also the department responsible for compliance
management under the guidance of the Chief Compliance Officer to carry out
independent compliance management of the Company. The main responsibilities
of compliance management of the Legal and Compliance Department are tracking,
analysis, propaganda of laws and regulatory rules currently in effect and timely
identifying, evaluating and managing compliance risk in business operation and
business innovation of the Company through methods of compliance inspection,
compliance review, compliance checking, compliance supervision. Specific
or part-time compliance management officers are engaged in all functional
departments, business lines and securities branches of the Company, and are
responsible for daily compliance management in their own departments. The
compliance management of the Company has permeated all divisions of the
Company, such as decision-making, implementation, supervision and feedback,
which have been included in the whole process of executive management of
the Company. The Company proactively cultivates a culture of compliance and
improves the self-restraint mechanisms in order to ensure compliant operations and
standardized development.

Reputation Risk Management

Reputation risks refer to the risks of negative comments to the Company from
relevant stakeholders as a result of our operations, management and other activities
or external events. The Company strictly upholds the compliance operation
concept in accordance with laws, enhances information disclosure management,
treasuring and proactively maintaining its reputation. The Executive Office of the
Company, the leading department for reputation risk management, is responsible for
comprehending the emergency issues and other issues which may have impact on
the reputation of the Company by improving reputation risk management system and
mechanism and continuously carrying out the media monitoring, timely evaluate and
coordinate response to the reputation risk. During the reporting period, the Company
did not have any major reputational issues, and maintained a normal and sound
operating environment.
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XII.IMPACT OF COVID-19 PANDEMIC

Since the outbreak of COVID-19 pandemic, the Company has attached great importance to the
prevention and control of the pandemic, and has taken various prevention and control measures.
The Company always prioritizes the health of employees and provides them with a safe working
environment; provides the customers with good securities services for the resumption of work and
production of the real economy, and comprehensively promotes digital transformation to enhance
customer service capability in this special period. As of the date of disclosure of the Report,
the Company was operating in good condition, while the employee management and business
development were not significantly affected by the pandemic.
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BUSINESS REVIEW

In face of the complicated and ever-changing market environment in 2021, the Company
actively took responsive measures and forge forward, ensuring favorable development of
various businesses. Please refer to the section headed “Section 4 — Management Discussion
and Analysis” in the report for the details on principal businesses, operating model and industry
review.

MAJOR RISKS AND UNCERTAINTIES

The major risks the Company is exposed to include market risks, credit risks and liquidity risks.
For the risk management objectives and policies of the Company, please refer to the description
on risk management of the Company set out in this annual report. Please refer to the “Section 4
— Management Discussion and Analysis — IlI. Discussion and Analysis on Future Development of
the Company — (VI) Potential Risks” of this annual report for the major risks and uncertainties the
Company faced in 2021.

RELEVANT LAWS AND REGULATIONS OF SIGNIFICANT
INFLUENCE

Adhering to the principle of operating according to laws and regulations, the Company complies
with the national laws and regulations, normative documents and various regulatory requirements.

In order to control operational risks, the Company established a sound and systematic
mechanism by setting up a basic system at company level, under which each business line,
department and branch shall establish a highly controllable management system, operational
process and standardized regulations. The system covers all businesses and processes of the
Company. In 2021, the Company formulated/amended and reviewed over 200 policies on internal
management to enhance internal control capabilities according to regulatory requirements and
the needs for business management of the Company; the Legal and Compliance Department
of the Company is the department for the management of policies of the Company and shall be
responsible for reviewing and approving the policies of the Company, requiring the business
and management departments of the Company to implement the requirements of the regulatory
authorities and self-regulatory organizations in businesses systems of the Company in a timely
manner, ensuring that each internal policy of the Company is implemented in accordance with
the laws and regulations, normative documents and regulatory requirements, and guaranteeing
the coordination and uniformity among policies.
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IV. PROFIT DISTRIBUTION AND PROPOSED DIVIDEND

The formulation and implementation of the cash dividend policy and the 2021 profit distribution
plan of the Company are set out in the “Management Discussion and Analysis — Profit Distribution
Policy of the Company” section of this annual report.

V. TAX RELIEF
(I) Tax Relief of A Shareholders

Pursuant to “Notice on Relevant Issues Concerning Differential Individual Income Tax
Policies on Dividends and Bonuses of Listed Companies” (Cai Shui [2015] No. 101) ({#
P BT R AR BALHNZE R EA P S BB R A B R B A @ &) (31 5[2015]1015%)) and “Notice
on Relevant Issues Concerning the Implementation of Differential Individual Income Tax
Policies on Dividends and Bonuses of Listed Companies” (Cai Shui [2012] No. 85) (B
B LM AR EANZERMCEARSHERAE AR BB (B1[2012]855%), issued by
the Ministry of Finance, the State Administration of Taxation and CSRC, for the dividends
and bonuses received by individual investors from listed companies, from the date when
individual investors obtain the Company’s stocks to the equity registration date, if the term
of shareholding exceeds one year, individual income tax will be temporarily exempted;
if the term of shareholding does not exceed one year (including one year), the listed
company will not withhold individual income tax, and will make corresponding adjustments
in accordance with the above notification requirements when individual investors transfer
stocks.

For shareholders of resident enterprises, income tax dividends and bonuses are calculated
and paid by itself in accordance with regulations.

For qualified foreign institutional investors (QFIl), pursuant to the “Notice on Relevant
Issues Concerning the Payment of Dividends, Bonuses and Interests and Withholding the
Enterprise Income Tax by Chinese Resident Enterprises to Qualified Foreign Institutional
Investors” (Guo Shui Han [2009] No. 47) (R BIERGCEEQFISZKRE « 45 « FIBAK
MR EEHABRERNRI) (B K[2009]4758)) issued by the State Administration
of Taxation, the listed company withholds corporate income tax at a rate of 10%. If the
dividends received by QFIl shareholders require to enjoy the treatment of Tax Treaty
(arrangement), they may apply for tax refunds to the competent tax authorities after
receiving the dividends in accordance with the regulations.
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(1)

Pursuant to the “Notice on the Tax Policies Concerning the Pilot Programs Mechanism of
Shanghai-Hong Kong Stock Connect Stock Market” (Cai Shui [2014] No. 81) ({l&ZETIH R 5
BB B H 2 A R W BCR B0 A1) (8181 [2014]815%)) issued by the State Administration
of Taxation issued by the Ministry of Finance, the state Administration of Taxation and
CSRC for the dividends and bonuses received by Hong Kong market investors (including
enterprises and individuals) by investing A Shares listed on the Shanghai Stock Exchange,
before fulfilling the condition of provision of identities of investors, period of shareholding
and other details and data to CSDC by Hong Kong Securities Clearing Co., Ltd., differential
taxation policies are not implemented temporarily in accordance with the period of
shareholding. Instead, the listed company withholds income tax at a rate of 10%, and
handles the withholding declaration with its competent tax authorities. For Hong Kong
investors who are tax residents in other countries and whose country enters into Tax
Treaty with China that dividend and bonus income tax rate is less than 10%, enterprise or
individual may, on its own or entrusting withholding agent, submit an application for tax
treaty treatment to the competent tax authorities of the listed company. After the review by
the competent tax authorities, tax refund shall be implemented based on the difference
between the tax pad and the taxable amount calculated according to the tax treaty rate.

Tax Relief of H Shareholders

Pursuant to the Notice on Issues Concerning Individual Income Tax Collection and
Management after the Repeal of Guo Shui Fa [1993] No. 045 (Guo Shui Han [2011]
No. 348) (KB B2 [1993]04557% {4 & 1F 12 A B & A BT 15 B EUE 8 1938 A1) (B 5 K
[2011]3485%)) issued by the PRC State Administration of Taxation, the dividends received
by overseas resident individual shareholders from the shares issued by domestic non-
foreign invested enterprises in Hong Kong are 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 in accordance with the relevant laws. Overseas
resident individual shareholders who hold shares issued by domestic non-foreign invested
enterprises in Hong Kong are entitled to relevant preferential tax treatment pursuant to the
provisions in the tax agreements signed between the countries where they are residents
and China, or the tax arrangements between the Mainland and Hong Kong (Macau). The
relevant dividend tax rate 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. In circumstances where the tax rate for dividends is not equal to 10%, the
following provisions shall apply: (1) for citizens from countries falling under agreements
subject to tax rates lower than 10%, the withholding agents will file applications on their
behalf to seek entitlement to the relevant agreed upon preferential treatments, and upon
approval by the tax authorities, excessive withheld tax amounts will be refunded; (2) for
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citizens from countries falling under agreements subject to tax rates higher than 10% but
lower than 20%, the withholding agents shall withhold individual income tax at the agreed
upon effective tax rate upon distribution of dividends (bonus), and are not obligated to
file an application; (3) for citizens from countries without tax agreements or under other
circumstances, the withholding agents shall withhold individual income tax at a tax rate of
20% upon distribution of dividends.

Pursuant to the regulations in the Circular Concerning Questions on Withholding and
Payment of Enterprise Income Tax when PRC Resident Enterprises Distribute to Overseas
Non-resident Corporate Shareholders of H Shares (Guo Shui Han [2008] No. 897) ({8
BHERCERBRIMHERIEERELERRRERERNMKBEEMEHEBEENBA) (BEH K
[2008] 8975%)) issued by the State Administration of Taxation, any PRC resident enterprises
distributing dividends for the years from 2008 to overseas non-resident corporate
shareholders shall withhold enterprise income tax at a uniform rate of 10%.

Pursuant to the Notice on Taxation Policies concerning the Pilot Program of an
Interconnection Mechanism for Transactions in the Shenzhen and Hong Kong Stock
Markets (Cai Shui [2016] No. 127) (KB ABIRE M52 5 B M B @ s sl 3B BB IR A
WA (B Fi[2016]1275%)), the Announcement on the Continued Implementation of Individual
Income Tax Policy of the Shanghai and Hong Kong as well as Shenzhen and Hong Kong
Stock Markets Interconnection Mechanism and Mutual Recognition of Funds between the
Mainland and Hong Kong (MOF announcement No. 93 2019)({EREERNITES - 75
BREMSXSEBEEEGINANMEEEECEREHABEAAMGRBEENRSE)(HHBRE
20194 569355 )) and the Notice on Taxation Policies concerning the Pilot Program of an
Interconnection Mechanism for Transactions in the Shanghai and Hong Kong Stock Markets
(Cai Shui [2014] No. 81) (KB EBIRE %3 5 B B B i il 50 B 5 B8 15 BUR 0 3 ) (B
Hi[2014]815%)) issued by the Ministry of Finance, the State Administration of Taxation and
CSRC, for dividends derived by mainland individual investors from investing in H-shares
listed on the Hong Kong Stock Exchange through Shenzhen Hong Kong Stock Connect,
H-share companies shall withhold individual income tax at a tax rate of 20% for the
investors. For mainland securities investment funds investing in Shares listed on the Hong
Kong Stock Exchange through Shenzhen Hong Kong Stock Connect, the above rules also
apply and individual income tax shall be levied on dividends derived therefrom. Dividends
derived by mainland enterprise investors from investing in shares listed on the Hong Kong
Stock Exchange through Shenzhen Hong Kong Stock Connect shall be included in their
total revenue, and the enterprise income tax thereon may be levied according to the tax
law. For dividends derived by mainland resident enterprises where the relevant H shares
have been continuously held for more than 12 months, the enterprise income tax thereon
may be exempt according to the tax law.
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VI. ANALYSIS AND DESCRIPTION OF REASONS FOR AND
IMPACT OF CHANGES IN ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES, AND RECTIFICATION ON
SIGNIFICANT ACCOUNTING ERRORS

The Company has no relevant circumstances in 2021.

VII. SIGNIFICANT FINANCING

During the Reporting Period, significant financing activities of the Company are as follows:

() Details of previously raised funds

The proceeds previously raised referred to in this report include the proceeds raised
through overseas listed foreign shares (H Shares) in December 2016 and the overallotment
of overseas listed foreign shares (H Shares) in January 2017 (hereinafter referred to
collectively as “proceeds raised through H Shares”), proceeds raised through the initial
public offering of domestic listed RMB ordinary shares (A Shares) in June 2018 (hereinafter
referred to as “proceeds raised through the initial public offering of A Shares”), and also
proceeds raised from the non-public issuance of domestic listed RMB ordinary shares (A
Shares) to a particular target (hereinafter referred to as “proceeds raised through the non-
public issuance of A Shares”) in December 2020.

1. Proceeds raised through H Shares

Pursuant to the Approval for the Issue of Overseas Listed Foreign Shares by CSC
Financial Co., Ltd. (Zheng Jian Xu Ke [2016] No. 2529) issued by the CSRC on
November 4, 2016, CSC Financial Co., Ltd. (the “Company”) was authorized to
issue to the public 1,076,470,000 overseas listed foreign shares (H Shares) at
an offer price of HK$6.81 per share (equivalent to RMB6.06). The proceeds were
paid up in Hong Kong dollars, amounting to HK$7,330,760,700.00 (equivalent
to RMB6,518,732,337.26). Upon deduction of the issuance expense equivalent
to RMB200,903,380.25, the proceeds raised amounted to the equivalent of
RMB6,317,828,957.01. The above-mentioned proceeds were paid up on December 9,
2016.
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On January 5, 2017, the Company exercised partial over-allotment options to issue
69,915,238 overseas listed foreign shares (H Shares) at the offer price of HK$6.81
per share (equivalent to RMB6.09). The proceeds were paid up in Hong Kong
dollars, amounting to HK$476,122,770.78 (equivalent to RMB425,534,726.38).
Upon deduction of the issuance expense equivalent to RMB10,671,134.34,
the proceeds raised were equivalent to RMB414,863,592.04, which were paid
up on 5 January 2017. The above-mentioned proceeds raised amounted to an
equivalent of RMB6,732,692,549.05, and such proceeds were verified by PwC
Zhong Tian, Beijing Branch, which issued the capital verification report numbered
PricewaterhouseCoopers Zhong Tian Beijing Yan Zi [2017] No. 037.

As of December 31, 2021, the balance of such proceeds raised in the designated
bank account of H Share proceeds was equivalent to RMB3.1503 million, which was
the bank deposit interest generated during the deposit period of the proceeds.

Proceeds raised through the initial public offering of A Shares

Pursuant to the Approval for the Initial Public Offering and the Listing of Shares by
CSC Financial Co., Ltd. (Zheng Jian Xu Ke [2018] No. 828) issued by the CSRC
on May 25, 2018, the Company was authorized to issue to 400,000,000 domestic
listed RMB ordinary shares (A Shares) at an offer price of RMB5.42 per share. The
proceeds were paid up in RMB, amounting to RMB2,168,000,000.00. Upon the
deduction of issuance expense equivalent to RMB99,302,819.71, proceeds raised
were RMB2,068,697,180.29, which were paid up on June 13, 2018. The above
mentioned proceeds raised through the initial public offering of A Shares were
verified by PwC Zhong Tian which issued the capital verification report numbered
PricewaterhouseCoopers Zhong Tian Yan Zi [2018] No. 0388.

As of December 31, 2019, such proceeds have been used up, and the designated

bank account of proceeds raised through the initial public offering of A Shares has
been cancelled.
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Proceeds raised through the non-public issuance of A Shares

Pursuant to the Approval for the Non-Public Issuance of Shares by CSC Financial Co.,
Ltd. (Zheng Jian Xu Ke [2020] No. 345) issued by the CSRC on 28 February 2020,
the Company was authorized to issue not more than 1,277,072,295 domestic listed
RMB ordinary shares (A Shares). As of December 22, 2020, the Company completed
the non-public issuance of 110,309,559 RMB ordinary shares to a particular target
at an issue price of RMB35.21 per share. The proceeds were paid up in RMB,
amounting to RMB3,883,999,572.39. Upon the deduction of issuance expense of
RMB36,235,817.84 (tax exclusive), proceeds raised were RMB3,847,763,754.55,
which were paid up on December 22, 2020. The above mentioned proceeds raised
through the non-public issuance of A Shares were verified by PwC Zhong Tian LLP
which issued the capital verification report numbered PricewaterhouseCoopers
Zhong Tian Yan Zi [2020] No. 1109. The net price to the Company of each share
amounted to RMB34.88. On December 28, 2020, the non-public issuance of new A
shares completed the share registration procedures at the Shanghai Branch of China
Securities Depository and Clearing Corporation Limited. The closing prices of the
Company’s A shares on December 28 and 29, 2020 were RMB39.29 and RMB39.55,
respectively.

As of December 31, 2021, such proceeds have been used up, and the designated
bank account of proceeds raised through the initial public offering of A Shares has
been cancelled.
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(1) Actual Use of The Proceeds Previously Raised
1. Proceeds raised through H Shares

According to the prospectus for overseas listed foreign shares (H Shares) issued
by the Company in 2016, the Company planned to use an amount equivalent to
RMB6,310.8920 million in total for five specific projects. The balance of additional
proceeds from the exercise of any over-allotment option will be allocated to the
above mentioned projects on a pro rata basis. The proceeds raised through the
exercise of over-allotment options by the Company was equivalent to RMB414.8636
million, amounting to an equivalent of RMB6,725.7556 million when taken together
with the proceeds raised as disclosed in the above mentioned H Share prospectus.
As of December 31, 2021, the actual amount invested in the projects involving the
use of the proceeds previously raised amounted to the equivalent of RMB6,730.9522
million in total.

The use of proceeds raised through H Shares of the Company as of December 31,
2021 is as follows:

Unit: RMB ten thousand
Total proceeds raised: 673,269.25 The accumulated amount 673,095.22

of proceeds raised that
has been used:

Total amount of proceeds raised with Nil  Total amount of raised 673,095.22
purpose changed: proceeds used in each
year:
Proportion of raised proceeds with Nil  2016: 204,106.16
purpose changed: 2017: 320,177.66
2018: 125,000.00
2019: 11,561.01
2020: Nil
2021: 12,250.39
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Unit: RMB ten thousand

The accumulated investment amount of the raised proceeds as

Investment project Total investment amount of the raised proceeds of December 31, 2021 The date on
, which the
Difference o
project is
between readyfor
el use (or the
investment completion
Proposed Proposed Proposed Proposed and proposed progress of
Proposed Actual investment ~ investment investment ~ investment investment  the project
investment investment amount before  amount after Actual - amount before  amount after Actual  amount after  as of the
No. project project fundraising ~ fundraising ~investment  fundraising  fundraising investment  fundraising  closing date)
(Note 3) (Note 3) (Note 2) (Note 1)
1 Meeting Meeting 35%, an 35%,an  235,644.24 23540145 23564424 235,644.24 - NA
investmentand  investment and amount amount
financing needs  financing needs equivalentto  equivalent to
of customers  of customers 23540145 235,644.24
2 Enhancing Enhancing 20%, an 20%,an 13447982 13451511 13465385  134,479.82 (174.03) N/A
investmentand  investment and amount amount
market-making  market-making  equivalentto  equivalent to
capacity capacity 134,516.11  134,653.85
3 Product Product 20%, an 20%, an 13465385 13451511 13465385 13465385 - NA
seed fund seed fund amount amount
equivalentto  equivalent to
134,515.11  134,653.85
4 Enhancing Enhancing 15%, an 19%,an  100990.39  100,886.33  100,990.39  100,990.39 - NA
crossborder crossborder amount amount
husiness business equivalentto  equivalent to
capacityand  capacity and 100,886.33  100,990.39
international international
competitiveness, competitiveness,
increasing increasing
proportion of ~ proportion of
0verseas assels  overseas assets
and revenue and revenue
5 Working capital ~ Working capital 10%, an 10%, an 67,326.92 67,257.56 67,32092 67,3269 - NA
and other and other amount amount
general general equivalentto  equivalent to
business use  business use 67,25756  67,326.92
Total 67257556  673,269.25  673095.22 67257556  673,269.25  673,095.22 (174.03)
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Note 1: The difference between the actual investment amount and the proposed investment
amount was the exchange gains and losses caused by the difference between the actual
exchange rate and the exchange rate of the total investment after fundraising as of 31
December 2021. The Company has compared, item by item, the proposed investment
projects stated in the H Share prospectus with the specific usage as disclosed. As
of December 31, 2021, H Share proceeds have all been used up. In addition, as of
December 31, 2021, the proceeds proposed to be used in enhancing investment and
market-making capacity equivalent to RMB1,346.5385 million has all been settled and
used up. The difference between actual investment and proposed investment amounted
to RMB1.7403 million, which was the exchange gains and losses caused by the difference
between the actual exchange rate and the exchange rate of the total investment after
fundraising.

Note 2: The actual investment of proceeds raised through H Shares is translated into RMB
equivalent based on the actual exchange rate. Amount in the designated bank account
for proceeds raised will be transferred to the Company’s own general account upon
the approval given by the Company for the purposes of the actual investment projects.
Proceeds raised would not be separated from other proceeds within the self-owned
general account. The Company recognized the actual use of the proceeds raised by
further review and approval on the use and payment of the proceeds within the general
account pursuant to the purposes of the actual investment projects.

Note 3: The difference between proposed investment before and after fundraising was mainly the
difference arising from foreign exchange translation.

The Company has made no guarantee on benefits generated from the use of
proceeds upon the issuance of overseas listed foreign shares. The proceeds raised
through H Shares has already been used on the work proposed in the prospectus
upon being paid up; correspondingly, net assets and net capital of the Company
were both increased. Since proceeds used in all of the investment projects of
proceeds raised include original self-owned proceeds and proceeds raised, it is not
possible to separately calculate the benefits realized with the proceeds raised as of
December 31, 2021.
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Proceeds raised through the non-public issuance of A Share

According to the Plan for the Non-Public Issuance of A Shares in 2020 (revised draft)
of the Company, the total amount of proceeds from the Non-public Issuance is no
more than RMB13 billion (inclusive), all of which will be used for replenishment of
capital and working capital of the Company after deducting the Issuance expenses
in order to expand the Company’s business scale and improve competitiveness
and ability to withstand risks. The net amount of the proceeds actually raised by
the Company from the non-public issuance of A Shares is RMB3,847,763,754.55,
less than the maximum amount of the proceeds planned to raise (RMB13 billion).
According to the Resolution on the Submission to the Shareholders’ Meetings for Full
Authorization to the Board to Deal with Relevant Matters in relation to the Non-public
Issuance and its resolution to extend the validity period of the resolution considered
and approved at the general meeting, the resolutions shall be authorized by the
shareholders’ general meeting to in turn authorize the management of the Company
to deal with the matters in relation to the Non-public Issuance of A Shares within
the scope of authorization. The management of the Company has identified specific
investment projects based on the proceeds from the non-public offering of A Shares
and the actual demand for the investment projects. As of December 31, 2021, the
actual amount invested in the projects involving the use of the proceeds previously
raised amounted to RMB3,849.6139 million in total.

The use of proceeds raised through the non-public issuance of A Share of the
Company as of December 31, 2021 is as follows

Unit: RMB ten thousands

Total proceeds raised: 384,776.38 The accumulated amount 384,961.39

of proceeds raised that
has been used:

Total amount of proceeds raised with Nil  Total amount of raised 384,961.39
purpose changed: proceeds used in each
year:
Proportion of raised proceeds with Nil 2020 : 380,000.00

purpose changed:

2021 : 4,961.39
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Unit: RMB ten thousands

The accumulated investment amount of the raised proceeds as  The date
Investment project Total investment amount of the raised proceeds of December 31, 2021 on which
the project
is ready for
Difference  use (or the
between actual  completion
Proposed Proposed Proposed Proposed investment  progress of
Proposed Actual investment investment investment investment and proposed  the project
investment investment amount before  amount after Actual - amount before  amount after Actual investment After  as of the
No. project project fundraising ~ fundraising ~ investment  fundraising  fundraising investment  fundraising  closing date)
(Note 1)
1 Development Development 200,000.00  200,000.00  200,000.00  200,000.00  200,00000  200,000.00 - NA
of brokerage of brokerage
business business
2 Development Development 130,00000  130,00000  130,00000  130,00000  130,000.00  130,000.00 - NA
of investment of investment
trading business  trading business
3 Information Information 4776.38 4776.38 4,961.39 4776.38 4776.38 4961.39 185.01  N/A
system system
infrastructure infrastructure
4 Other Other 50,000.00 50,000.00 50,000.00 50,000.00 50,000.00 50,000.00 - NA
arrangements of  arrangements of
working capital  working capital
Total 38477638 38477638 38496139 38477638 384,776.38  384,961.39 185.01  N/A
Note 1: The difference between the actual investment amount and the committed investment amount

after raising is the net interest income generated as of December 31, 2021. The Company
has compared the investment projects committed in the Plan for the Non-Public Issuance of A
Shares in 2021(revised draft) and the disclosed contents of the specific uses item by item. As
of December 31, 2021, the proceeds from the non-public issuance of A shares of the Company
have all been used up. In addition, as of December 31, 2021, the Company has committed
RMB47.7638 million for information system construction projects, and the difference between
the accumulated investment amount and the committed investment amount as of the end of
the period is RMB1.8501 million, which is the net interest income generated during the deposit
period of the proceeds.

The Company has made no guarantee on benefits generated from the use of proceeds
upon the issuance of domestic listed RMB ordinary shares of non-public issuance to
specific targets. Proceeds raised through the non-public issuance of A Shares have been
used on the work proposed in the Plan for the Non-Public Issuance of A Shares in 2021
(revised draft) upon receipt. Correspondingly, net assets and net capital of the Company
both increased. Since proceeds used in all of the investment projects of proceeds raised
include originally self-owned proceeds and raised proceeds, it is not possible to separately
calculate the benefits realized with the raised proceeds as of December 31, 2021.
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(i) Bond Financing

During the Reporting Period, the issuance of bonds (including enterprise bonds, corporate
bonds and debt financing instruments of non-financial enterprises) was as follows:

1.

In January 2021, the Company publicly issued a subordinated bond with a face
value of RMB3.0 billion, of which, the first one is the “21 CSC C1” at the scale of
RMB2.0 billion, with a term of 546 days and a rate of 3.50% and the second one is
the “21 CSC C2” at a scale of RMB1.0 billion, with a term of three years and a rate of
3.87%. The bond applies the fixed interest rate and its simple interest is calculated
on an annual basis with interest repayment per annum and it is not guaranteed.

In March 2021, the Company publicly issued a subordinated bond with a face value
of RMB4.0 billion, of which, the first one is the “21 CSC C3” at the scale of RMB3.0
billion, with a term of 455 days and the bond pays the principal and interest at 3.40%
per annum at maturity and the second one is the “21 CSC C4” at a scale of RMB1.0
billion, with a term of three years and a rate of 3.88% with interest repayment per
annum. The bond applies the fixed interest rate and its simple interest is calculated
on an annual basis and it is not guaranteed.

In April 2021, the Company publicly issued a subordinated bond with a face value
of RMB5.5 billion, of which the first one is the “21 CSC C5” at the scale of RMB3.5
billion, with a term of 456 days and the bond pays the principal and interest at 3.27%
per annum at maturity and the second one is the “21 CSC C6” at a scale of RMB2.0
billion, with a term of three years and a rate of 3.70% with interest repayment per
annum. The bond applies the fixed interest rate and its simple interest is calculated
on an annual basis and it is not guaranteed.

In May 2021, the Company publicly issued a perpetual subordinated bond with
a face value of RMB5.0 billion (“21 CSC Y1”). Every five interest-accruing years
constitute a repricing period of the bond. At the end of each repricing period, the
Company is entitled to extend the maturity of such Tranche of Bonds to one repricing
period (i.e. for a period of 5 years) or redeem such Tranche of Bonds in full. The
coupon rate of the bond at the first repricing period is 4.15%. The coupon rate will be
reset for every five years starting from the 6th interest-accruing year if the Company
elect to exercise renewal option.

In June 2021, the Company publicly issued a subordinated bond with a face value
of RMB3.5 billion, of which, the first one is the “21 CSC C7” at the scale of RMB1.0
billion, with a term of 457 days and the bond pays the principal and interest at 3.30%
per annum at maturity and the second one is the “21 CSC C8” at a scale of RMB2.5
billion, with a term of three years and a rate of 3.75% with interest repayment per
annum. The bond applies the fixed interest rate and its simple interest is calculated
on an annual basis and it is not guaranteed.
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10.

11.

In July 2021, the Company publicly issued a subordinated bond with a face value
of RMB6.0 billion, of which, the first one is the “21 CSC C9” at the scale of RMB4.5
billion, with a term of 457 days and the bond pays the principal and interest at 3.05%
per annum at maturity and the second one is the “21 CSC 10" at a scale of RMB1.5
billion, with a term of three years and a rate of 3.50% with interest repayment per
annum. The bond applies the fixed interest rate and its simple interest is calculated
on an annual basis and it is not guaranteed.

In July 2021, the Company publicly issued a 153-day short-term corporate bond
with a face value of RMB1.0 billion (“21 CSC S1”). The bond pays the principal and
interest at 2.45% per annum at maturity. The bond applies the fixed interest rate and
its simple interest is calculated on an annual basis and it is not guaranteed.

In October 2021, the Company publicly issued a subordinated bond with a face
value of RMB6.0 billion, of which, the first one is the “21 CSC 11" at the scale of
RMB4.0 billion, with a term of two years and a rate of 3.43% and the second one is
the “21 CSC 12" at a scale of RMB2.0 billion, with a term of three years and a rate of
3.75%. The bond applies the fixed interest rate and its simple interest is calculated
on an annual basis with interest repayment per annum and it is not guaranteed.

In October 2021, the Company publicly issued a subordinated bond with a face
value of RMB4.0 billion (“21 CSC 13”), with a term of three years and a rate of 3.68%.
The bond applies the fixed interest rate and its simple interest is calculated on an
annual basis with interest repayment per annum and it is not guaranteed.

In November 2021, the Company publicly issued a subordinated bond with a face
value of RMB2.0 billion, of which, the first one is the “21 CSC 14” at the scale of
RMB2.0 billion, with a term of two years and a rate of 3.13% and the second one
is the “21 CSC 15” which was not issued. The bond applies the fixed interest rate
and its simple interest is calculated on an annual basis with interest repayment per
annum and it is not guaranteed.

In December 2021, the Company publicly issued a subordinated bond with a face
value of RMB3.0 billion (“21 CSC 16”), with a term of two years and a rate of 3.07%.
The bond applies the fixed interest rate and its simple interest is calculated on an
annual basis with interest repayment per annum and it is not guaranteed.

Annual Report 2021



132

SECTION 5 REPORT OF DIRECTORS (Continued)

VIIL.

IX.

XI.

REPURCHASE, SALE OR REDEMPTION OF SECURITIES OF
THE COMPANY

The Company or any of its subsidiaries did not repurchase, sell or redeem securities of the
Company for the year ended December 31, 2021.

BIOGRAPHICAL DETAILS OF THE DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

The biographical details of Directors, Supervisors and senior management of the Company are
set out in “Section 8 Directors, Supervisors, Senior Management and Employees” of this annual
report.

SERVICE CONTRACTS AND APPOINTMENT LETTERS OF
DIRECTORS AND SUPERVISORS

The Company entered into service contracts or appointment letters with Directors of the current
session of the Board with their term of office starting from the date of the approval of election at
the Shareholders’ general meeting and the obtaining of the relevant qualification (if applicable),
until the expiry date of the term of the session of the Board.

In addition, the Company or its subsidiaries did not enter into any service contract with the
Directors and Supervisors which will be terminated in one year without any compensation (other
than statutory compensation).

PERMITTED INDEMNITY PROVISIONS

The Company has purchased insurance for the Directors against legal liabilities arising from
performance of their duties. The applicable law governing the relevant insurance policies was
PRC law. The Company reviews the coverage of such insurance each year. During the Reporting
Period, there were no claims for compensation against the Directors or senior management of the
Company.
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XIl. MANAGEMENT CONTRACTS

During the Reporting Period, apart from employment contracts of employees, no management or
administrative contracts were entered into or subsisting in respect of the whole or a substantial
part of any business of the Company.

XIIIl.REMUNERATION POLICIES

The details of remuneration policies of the Company’s Directors, Supervisors and senior
management are set out in the “Section 8 Directors, Supervisors, Senior Management and
Employees — V. Performance of Duties of Directors, Supervisors and Senior Management and VI.
Remuneration of Directors, Supervisors and Senior Management” of this annual report.

The details of the Company’s employee remuneration policies and remunerations of employees
are set out in “Section 8 Directors, Supervisors, Senior Management and Employees — VII.
Employees of the Parent Company and Major Subsidiaries — (II) Remuneration Policies” and “notes
to the consolidated financial statements” of this annual report.

XIV. DIRECTORS’ AND SUPERVISORS’ INTERESTS IN MATERIAL
CONTRACTS

During the Reporting Period, the Company or its subsidiaries did not enter into any transaction,
arrangement or contract of significance in which the Directors or Supervisors or their respective
connected entities had a material interest, whether directly or indirectly.

XV. DIRECTORS’ INTERESTS IN BUSINESSES COMPETING WITH
THE COMPANY

During the Reporting Period, none of the Directors had interests in any business which competes
with the businesses of the Company.

Annual Report 2021 133




134

SECTION 5 REPORT OF DIRECTORS (Continued)

XVL. INTERESTS AND SHORT POSITIONS HELD BY DIRECTORS,

XVI.

SUPERVISORS AND SENIOR MANAGEMENT IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY

To the best knowledge of all Directors, as of December 31, 2021, no Directors, Supervisors
or members of senior management of the Company had interests or short positions in the
Shares, underlying Shares and debentures of the Company or any of the Company’s associated
corporations (as defined in Part XV of the Securities and Futures Ordinance), which were
required, pursuant to Section 352 of the Securities and Futures Ordinance, to be entered into the
register referred to therein, or required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) under Appendix 10 to the Hong Kong Listing
Rules, to be notified to the Company and the Hong Kong Stock Exchange.

As of December 31, 2021, no Directors and Supervisors or any of their spouses or children under
18 years of age had been granted the rights to purchase Shares or bonds of the Company for the
benefit or exercise any aforesaid rights by themselves, nor have any Directors and Supervisors or
any of their spouses or children under 18 years of age been granted the aforesaid rights from any
other corporate body due to the arrangement made by the Company or any its subsidiaries.

INTERESTS AND SHORT POSITIONS TO BE DISCLOSED BY
THE SHAREHOLDERS PURSUANT TO THE SECURITIES AND
FUTURES ORDINANCE

Details of interests and short positions to be disclosed by the Shareholders pursuant to the
Securities and Futures Ordinance are set out in the “Section 7 Changes in Shares and Information
on Substantial Shareholders — IV. Disclosure of Interests”.

XVil. PRE-EMPTIVE RIGHTS

The Company currently has no arrangement regarding the pre-emptive rights.

XIX. RESERVES AND RESERVES OF DISTRIBUTABLE PROFITS

Please refer to the “Consolidated Statement of Changes in Equity” and Note 46 to the
“consolidated financial statements” of this annual report for details of changes in the reserves
and the reserves of distributable profits of the Company.

CSC Financial Co., Ltd.



SECTION 5 REPORT OF DIRECTORS (Continued)

XX. PROPERTY, PLANT AND EQUIPMENT

Please refer to “Note 17 to the consolidated financial statements” of this annual report for
property, plant and equipment of the Group as of December 31, 2021.

XXI. MAJOR CLIENTS AND SUPPLIERS

The Company has a high-quality and diversified client base (primarily consisting of industry-
leading corporations, institutional investors and high-net-worth individuals). The Company
develops and maintains long-term relationships with clients and is dedicated to providing them
with a comprehensive suite of products and services. The Company has gained its clients’ trust
through deep engagement and thorough knowledge and understanding of their businesses.

In 2021, the total revenue and other income of the Company from the top five clients in the
aggregate did not exceed 10% of our total revenue and other income in the aggregate. By virtue
of the nature of our business, the Company has no major suppliers.

XXI. RELATIONSHIP WITH EMPLOYEES, CLIENTS, SUPPLIERS
AND PERSONS WHO ARE MATERIALLY RELATED

Employees’ remuneration consists of fixed salary, performance-based bonuses, insurance
and other benefits. The Company continues to promote and implement staff training programs
featuring comprehensive planning, implementation by levels and clear purposes. For details
about the remuneration and training plans for employees of the Company, please refer to the
“Section 8 Directors, Supervisors, Senior Management and Employees — VII. Employees of
the Parent Company and Major Subsidiaries — (II) Remuneration Policies” and “- (Ill) Training
Program” of this annual report.

For information on the relationship between the Company and securities brokers, please refer to
the “Section 8 Directors, Supervisors, Senior Management and Employees — VII. Employees of the
Parent Company and Major Subsidiaries — (1V) Information of Securities Brokers” section of this
annual report. For information on the relationship between the Company and major clients and
suppliers, please refer to the “Section 5 Report of Directors — XXI. Major Clients and Suppliers”
section of this annual report.
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XXIIl

XXIV.

XXV,

SUFFICIENT PUBLIC FLOAT

Upon listing of the H Shares, the Hong Kong Stock Exchange granted a waiver to the Company,
approving that the minimum public float for the H Shares shall be the highest of (1) 15% of
the total issued Share capital of the Company; or (2) such percentage of H Shares to be
held by the public immediately after the completion of the global offering (assuming that the
overallotment option is not exercised); and (3) such percentage of H Shares to be held by the
public immediately after the completion of the global offering (as increased by the H Shares to
be issued upon any exercise of the over-allotment option). Upon the completion of the global
offering (including the partial exercise of over-allotment option) and based on the minimum public
float granted by the Hong Kong Stock Exchange, the minimum public float for the H Shares of the
Company is no lower than 17.40%.

Upon the completion of initial public offering of A Shares in 2018, the number of H Shares held
by the public is not less than 16.49% of the total issued Share capital. Upon the completion of
the non-public issuance of A Shares in 2020, the number of H Shares held by the public is not
less than 16.26% of the total issued Share capital. Based on the public information available
to the Company and the knowledge of the Directors as of the Latest Practicable Date before
the publishing of this annual report, the Company satisfies the public float requirements by
continuously maintaining a total public float of A Shares and H Shares of not less than 17.40%.

CORPORATE GOVERNANCE

The details of corporate governance are set out in the “Section IX Corporate Governance Report”
section of this annual report.

PERFORMANCE OF SOCIAL RESPONSIBILITIES

The Company actively fulfills its social responsibilities, adheres to the goal of building a better
platform for employees, provides better services for customers and making greater contributions
to the society, strictly implements national industrial policies and environmental protection
policies, prudently performs the economic responsibility, social responsibility, environmental
responsibility of financial institutions, and promotes the harmonious and sustainable development
of the Company, society and the environment. According to the division of responsibilities, the
Company has established a long-term labor force for fulfilling social responsibilities mechanism.

The Company operated in compliance with laws and regulations, strived to increase its market
share and operating results, and achieved good operating results during the Reporting Period.
The Company continuously improved the corporate governance structure, strived to improve the
scientific level of decision-making, and enhanced operating efficiency and improving information
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disclosure standards. The Company continuously strengthened internal control and improve
compliance management and risk management capabilities, actively carried out anti-corruption
construction and improved the supervision and management mechanism. The Company gradually
built a customer-oriented approach with integrated operation model. The Company actively
participated in the construction of multi-level capital markets, such as the Sci-Tech Innovation
Board, the ChiNext Board, the CBEX and regional equity trading markets, and focused on the
development of small and medium-sized enterprises by providing good investment, financing and
financial advisory services.

The Company adhered to the “people-oriented” principle, optimized and improved the
remuneration and welfare policies, promoted employee training and exchanges, improved the
working environment of employees, protected the legitimate rights and interests of employees,
improved the talent training system, and strengthened the construction of talent team. The
Company strived to provide a platform and create opportunities for outstanding talents. The
Company cared about the physical and mental health of employees, and enriched their spare
time by organizing walking, knowledge contests, Party history competitions, parent-child
activities and establishing various cultural and sports clubs life. While doing a good job in daily
operations, the Company paid attention to social welfare undertakings with a strong sense of
social responsibility, and actively participated in social welfare activities to repay the society and
contribute to the society. The Company also actively regarded investors’ need as the orientation,
carried out various investor education activities, launched over a thousand original investor
education products throughout the year, covering over 200,000,000 person-times, and held more
than ten thousand public welfare investor education activities, covering over 170,000,000 person-
times. Investors have mastered the necessary knowledge of investment, improved risk awareness
and protected their legitimate rights and interests in accordance with the law. The Company
continued to promote investor education into the national education system, and cooperate with
Renmin Business School to set up the “corporate finance and wealth management” MBA courses
to promote investor education to both general and professional. The Company carried out
national education for teachers at Beijing University of Technology, and collaborated with schools
and enterprises to discuss the digital transformation of enterprises, successfully exploring the
new direction of national education.

In 2021, in order to put into practice the concept of innovation, coordination, green, open and
shared development, and help achieve the goal of “carbon peak and carbon neutrality”, the
Company implemented the national strategy, served the real economy, and promoted common
prosperity. The Company actively fulfilled its corporate social responsibility and steadily promoted
social welfare work. The ESG Committee under the Executive Committee of the Company is
responsible for decision-making, coordination and management of ESG-related matters of the
Company; The Company, including its subsidiaries, donated RMB10,000,000 to Henan Charity
Federation for flood control and disaster relief and post-disaster reconstruction in Henan; China
Securities Public Welfare Fund was established in cooperation with China Foundation for Poverty
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XXVI.

Alleviation. The launched fund amounted to RMB2,000,000, and has donated RMB500,000 to
18-hole Rural Development Foundation in Huanyuan county, Hunan Province through the fund.
The Company donated RMB1,000,000 to Jinggangshan Disabled Persons’ Federation to jointly
establish CSC Financial Limited Jinggangshan Disabled Persons’ Development Fund. The
Company donated RMB1,000,000 to the Red Cross of Ji county in Shanxi Province for flood relief
and post-disaster reconstruction in Shanxi. In addition, in response to the call of the Securities
Association of China, the Company donated RMB1,000,000 for post-disaster reconstruction,
consolidation of poverty alleviation achievements, acceleration of rural revitalization and other work;

For details of the Company’s performance of social responsibilities, please refer to the 2021
Social Responsibility and Environmental, Social and Governance Report of CSC Financial Co.,
Ltd..

AUDITORS AND AUDIT COMMITTEE

Please refer to the “Section 6 Other Significant Events — II. Appointment or Termination of
Auditors” of this annual report for details of the engagement or dismissal of auditors.

The consolidated financial results for the year have been reviewed by the Audit Committee. The
Audit Committee and the board of directors have reviewed the accounting principles and practice
adopted by the Group, and discussed auditing, internal control, financial reports and other
matters.

XXVIl. ENVIRONMENTAL POLICY AND PERFORMANCE

The Company has always been upholding the environmental concept of “low-carbon
environmental protection and green operation”. As a financial service institution, emissions
in the course of business operation of the Company primarily include nitrogen oxide, SO,
and greenhouse gas due to fuel consumption of motor vehicles, and indirect greenhouse gas
emissions due to consumption of electricity in the offices; the consumption of resources primarily
includes fuel for public vehicles, outsourced electric power, water for office use and papers for
office use. Based on the characteristics of the industry, the Company had no significant impact
on the environment and natural resources, but still attaches importance to its environmental
performance management. On the one hand, the Company recognized and strictly complied with
the laws and regulations and related policies in relation to environment stipulated by the state
and relevant regulatory authorities, such as the Environmental Protection Law of the PRC, the
Energy Conservation Law of the PRC, the Comprehensive Work Plan for Energy Conservation and
Emission Reduction in the 13th Five-Year Plan Period ({*+ =R &R iR A TIEH Z)) issued
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by the State Council, etc.; while on the other hand, the Company achieved energy conservation
and emission reduction through various measures, such as the measure of a paper-free office,
regular inspection on the use of electricity in the offices, the energy conservation settings of air-
conditioners in the public area, reducing the standby power consumption of electrical appliances,
installing water conservation facilities, strengthening control over fuel consumption and the
management and control of use of business vehicles, etc., to ensure that the management
of emissions and use of resources by the Company meet the requirements of relevant laws
and regulations and truly turn the concept of “low-carbon environmental protection and green
operation” into actions.

For details of the Company’s environmental policies and performance, please refer to the 2021
Social Responsibility and Environmental, Social and Governance Report of CSC Financial Co.,
Ltd.

XXVil. PENSION SCHEMES

The Group provides its full-time employees in mainland China and certain countries or
jurisdictions outside mainland China with relevant pension plans as required by the government
authorities or by local labour laws (including the basic pension insurance in mainland China and
the Mandatory Provident Funds in Hong Kong).There were no forfeited contributions under these
pension plans.

The Group also provided defined contribution plan, i.e. corporate annuity scheme in mainland
China, to some of its employees in mainland China. According to the requirements of the scheme,
when an employee resigns, part of the amounts of the Company’s contributions not vested in the
employee may be reallocated to the corporate annuity account based on the employee’s actual
working time. Such reallocated contributions would not affect the annuity contribution level of
existing employees. The Group did not utilize any of forfeited contributions to reduce the current
contribution levels.

XXX. FUTURE DEVELOPMENT/PROSPECT

Please refer to “Section 4 Management Discussion and Analysis — Ill. Discussion and Analysis on
Future Development of the Company” of this annual report for the Company’s future development
and prospect.

By order of the Board
WANG Changqing

Chairman

Beijing, the PRC, March 30, 2022
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SECTION 6 OTHER SIGNIFICANT EVENTS

ANALYSIS AND EXPLANATION OF THE BOARD OF DIRECTORS ON
THE REASONS AND IMPACT OF THE CHANGES IN ACCOUNTING
POLICIES, ACCOUNTING ESTIMATES AND ACCOUNTING METHODS

During the Reporting Period, there were no substantial changes in the major accounting policies
and significant accounting estimates of the Company. There were no correction of material
accounting errors of the Company.

APPOINTMENT OR TERMINATION OF AUDITORS
Unit: RMB ten thousand

Current appointment

Name of the PRC auditor PricewaterhouseCoopers Zhong Tian LLP
Remuneration for the PRC auditor 176

Term of service of the PRC auditor 7 years

Name of the overseas auditor PricewaterhouseCoopers

Remuneration for the overseas auditor 109

Term of service of the overseas auditor 7 years

Note: The above is the audit expenses for the annual report of the Company, which does not include the audit
expenses for subsidiaries of the Company.

Unit: RMB ten thousand

Name Remuneration

Internal control auditor PricewaterhouseCoopers Zhong Tian LLP 40

EXPLANATION OF APPOINTMENT OR TERMINATION OF
AUDITORS

At the 2020 annual general meeting of the Company, it was considered and approved that
PwC Zhong Tian and PwC be reappointed as the external auditors of the Company for 2021,
respectively. They shall be responsible for the provision of the relevant audit services in
accordance with the China Accounting Standards for Business Enterprises and the International
Financial Reporting Standards, respectively. PricewaterhouseCoopers Zhong Tian LLP was
reappointed as the internal control auditor of the Company for 2021.
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IV. PUNISHMENT AND RECTIFICATION OF THE LISTED COMPANY
AND ITS DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT,
CONTROLLING SHAREHOLDERS, ACTUAL CONTROLLERS
AND PURCHASERS

1. On February 7, 2021, CSRC took the administrative supervision
measures to conduct a regulatory interview to CSC Financial

On February 7, 2021, CSRC issued the Decision on Adoption of Regulatory Interview
Measures to the CSC Financial Co., Ltd. ([2021] No. 5), pointing out that the Company
acted as the sponsor of the initial public offering and listing of Twenty First Century
Aerospace Technology Co., Ltd., violating the following: inadequate verification to the
adjustments of impairment of goodwill, connected transaction, balance sheet of the Issuer,
failure to give professional opinions on on-lending matters of the Issuer as required and
inadequate effectiveness of internal control. CSRC decided to take administrative measures
to conduct a regulatory interview to the Company.

In response to such penalty, the Company’s rectification measures were as follows: (1)
to further strengthen the training for personnel related to investment banks business; (2)
to further improve the internal control process of investment banks business, enhancing
internal audit; (3) to conduct compliance and accountability for the relevant responsible
departments and personnel.
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On November 19, 2021, the Shanghai CSRC took administrative
supervision measures for rectification against the Shanghai Xuhui
District Taiyuan Road Securities Branch of CSC Financial

On November 19, 2021, the Shanghai Bureau of the China Securities Regulatory
Commission (the “Shanghai CSRC”) issued the Decision on Adoption of Rectification
Measures to the Shanghai Xuhui District Taiyuan Road Securities Branch of CSC Financial
Co., Ltd. (Hu Zheng Jian Jue [2021] No. 203), pointing out that the Branch violated the
following: first, failure to perform duties due care and fully understand investors’ situation,
violating the requirement of Article 3 of the Administrative Measures on Suitability for
Securities and Futures Investors (BHFHEHREEFEE HERIE); second, facilitating
customers’ non-compliance in trading activities such as two financing beyond standards in
the course of margin financing and securities lending business, violating the requirement of
Article 4, No 5 of the Management Measures on Margin Financing and Securities Lending
(BEARRERAFEREIEIEL); third, failure to strictly comply with the Company’s
system, inadequate management against broker, staff engaged in futures introducing
brokerage business not eligible for practicing futures and inadequate comprehensive
management, violating the relevant requirements of Article 21 of the Provisional Measures
on Management of Securities Brokers (5 & 42 ABIRE1THE) and Article 16, No. 2 of the
Provisional Measures on Provision of Futures IB Business (B4 2 &l A& A RS BN 4
¥ 51795%), which reflected the inadequate internal control of the Branch. the Shanghai
CSRC decided to take administrative measures for rectification against the Branch.

In response to such penalty, the Company’s rectification measures were as follows: (1) to
conduct due diligence interviews for inventory key customers one by one in the Branch,
supplementing due diligence information, fully understanding investors’ situation and
to upgrade continuously; (2) to establish standing monitoring mechanism for “beyond
standard” trading customers, to discover, identify and adopt relevant risk management
measures in a timely manner; (3) to require the Branch to enhance the management
on brokers, futures business introduction qualification, registration and maintenance of
contracts and documents, strengthening the Company’s audits and inspections; (4) to
conduct compliance and accountability for the relevant responsible departments and
personnel.
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MATERIAL LITIGATION AND ARBITRATION

During the Reporting Period, the Group had no major litigation or arbitration that involves an
amount exceeding RMB10 million and accounting for more than 10% of the absolute value of the
Company'’s latest audited net assets to be disclosed under the Listing Rules of the SSE.

In addition, the Company, as the subject of bond issuance, issued the following interim

announcements on involvement in litigation :

Summary and type of events

Index for inquiries

Update on the case that China Securities Funds
Management Limited,, as the applicant, on behalf
of “CSC -Minsheng Bank-Jinan Agricultural
Merchants No. 1 Asset Management Plan”,
applied for arbitration in relation to the event of
the default in bond by Wuxi Wuzhou Ornament
City Company Limited and Wuzhou International
Holdings Limited

The case that the Company as the plaintiff,
applied for litigation against the financier in
relation to the event of default in collateralized
stock repurchase business by HE Qiaonv

Update on the case that China Securities
(International) Brokerage Company Limited (/2
EEKR(EB)EAEBR AR, an indirect wholly-
owned subsidiary of the Company, applied for
litigation in relation to the event of default in
stock-pledged repurchase business by Ho Born
Investment Holdings Limited (& P& E = RAR A
A]), the financier, and Shi Hongliu, the guarantor

Announcement on the Update of Involvement
in Litigation and Arbitration of CSC Financial
Co., Ltd. issued on the bond section on the
website of SSE on February 5, 2021.

Announcement on the Update of Involvement
in Litigation and Arbitration of CSC Financial
Co., Ltd. issued on the bond section on the
website of SSE on February 5, 2021.

Announcement on the Update of Involvement
in Litigation and Arbitration of CSC Financial
Co., Ltd. issued on the bond section on the
website of SSE on February 5, 2021.
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Summary and type of events

Index for inquiries

Update on the case that the Company, as one
of the defendants, was involved in a lawsuit
filed against Wu Sheng Asset Management
(Guangzhou) Co., Ltd. (REBEEEE (BN ER
A 7)) by Jiaxing Yuansheng Trading Co., Ltd. (3%
FEHREFEARRETAT) in respect of dispute
of trading in securities investment funds

Update on the case that the Company, as the
applicant, applied for arbitration in relation to
the event of default in stock-pledged repurchase
business by Wang Yue, the financier

Update on the case that the Company, as the
applicant, applied for arbitration in relation to
the default in margin financing and securities
lending businesses by Lv Xiaoqi, the financier

Update on the case that the Company, as the
applicant, applied for arbitration in relation to the
default of stock-pledged repurchase business by
Shao Xiuying, the financier

Update on the case that an asset management plan
managed by the company as the plaintiff applied
for arbitration in relation to the event of default
by Jilin Province Modern Agricultural Industry
Investment Fund (LLP) (FMERBIREEEER
/A A]) as a bond issuer for breach of contract

CSC Financial Co., Ltd.

Announcement on the Update of Involvement
in Litigation and Arbitration of CSC Financial
Co., Ltd. issued on the bond section on the
website of SSE on February 5, 2021.

Announcement on the Update of Involvement
in Litigation and Arbitration of CSC Financial
Co., Ltd. issued on the bond section on the
website of SSE on March 5, 2021

Announcement on the Update of Involvement
in Litigation and Arbitration of CSC Financial
Co., Ltd. issued on the bond section on the
website of SSE on March 5, 2021

Announcement on the Update of Involvement
in Litigation and Arbitration of CSC Financial
Co., Ltd. issued on the bond section on the
website of SSE on March 5, 2021

Announcement on the Update of Involvement
in Litigation and Arbitration of CSC Financial
Co., Ltd. issued on the bond section on the
website of SSE on March 5, 2021
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VL.

VILI.

VIIL.

IX.

MATERIAL CONTRACTS AND EXECUTION

During the Reporting Period, the Group did not have significant contracting or lease
arrangements, nor were there such arrangements carried forward to the Reporting Period from
the previous period.

RELATED PARTY TRANSACTIONS/CONNECTED TRANSACTIONS

The Group conducts connected transactions in strict compliance with both the Listing Rules of the
SSE and the Hong Kong Listing Rules, and “Policy on Management of Connected Transactions
of CSC Financial Co., Ltd.” (R{E2KAFRNDER A FBER 5EEH|E). The Group’s connected
transactions were conducted based on the principles of fairness, openness and impartiality, and
the connected transaction agreements were entered into based on the principles of equality,
voluntariness, fairness and compensation.

During the Reporting Period, the Company was in compliance with the requirements of connected
transactions set out in Chapter 14A under the Hong Kong Listing Rules. During the Reporting
Period, the Company did not have any connected transaction which would be required to be
disclosed under such rules. Details on related party transactions under the relevant accounting
standards can be found in Note 51 in the appended consolidated financial statements.

MATERIAL ACQUISITIONS AND DISPOSAL DURING THE
REPORTING PERIOD

During the Reporting Period, the Group did not have any material acquisitions, disposals, swaps
or asset reorganizations of subsidiaries, associates, joint operations or joint ventures.

RESULTS OF CLASSIFICATION AND RATING RECEIVED BY
THE COMPANY

In 2021, in the classification and rating of securities firms by the CSRC, the Company was rated
“Class A Grade AA” for twelve consecutive years. The Company is one of the only three PRC
securities companies in the industry which received such a rating for twelve consecutive years
during 2010 to 2021 with such a rating currently being the highest rank granted by the CSRC. In
addition, China Securities Futures continued to be rated “Class A Grade AA Futures Company”
under the classification base on futures firms announced in 2021.

In 2021, the ESG of the Company was rated “BBB” by MSCI (Morgan Stanley Capital
International), reaching an advanced level among Chinese securities companies. In addition,
following the rating of Baa1l (stable outlook rating) by Moody’s and BBB+ (stable outlook rating)
by Fitch in 2020, the Company won the BBB+ by S&P rating (stable outlook rating) in 2021, being
the first securities company to receive the highest credit rating of Chinese securities companies
granted by the three major international rating agencies at the same time.
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CUSTODIAN WORK

On 17 July 2020, the CSRC issued an announcement deciding to take over New Times Securities
Company Limited (hereinafter referred to as the “New Times Securities”) in accordance with
the law. Entrusted by the CSRC, CSC established the new times securities custodian group to
perform the duties of the custodian. The custodian group strictly follows the requirements of the
Takeover Committee, complies with the Regulations on Risk Handling of Securities Companies,
to carry out all kinds of work in an orderly manner with a working principles of “solidifying history,
maintaining operation, complying with laws and regulations and making no risks” in accordance
with the requirements of “double posts and double responsibilities”, and 382 staff were stationed
to participate in the custodian work at its peak. In July 2021, the CSRC issued an announcement
deciding to extend the duration of takeover to 16 July 2022. At present, the custodian group has
established a long-term mechanism for custodian work, and the business of New Times Securities
is running smoothly.

CSC Financial Co., Ltd.



SECTION 7 CHANGES IN SHARES AND
INFORMATION ON SUBSTANTIAL SHAREHOLDERS

SHARE CAPITAL STRUCTURE OF THE COMPANY

As of December 31, 2021, the share capital structure of the Company was as follows:

Percentage
in the total
Name of Shareholders Type of Shares Number of Shares Number of Shares
Beijing Financial Holdings Group (Jt R& 2 %E) A Shares 2,684,309,017 34.61%
Central Huijin (FH[E2) A Shares 2,386,052,459 30.76%
Other Shares held under the name of HKSCC
Nominee Limited (BBFREE(RENERA
Al R R LD) e H Shares 909,120,618 11.72%
CITIC Securities (P23 %) A Shares 382,849,268 4.94%
Glasslake Holdings (5 51£%) H Shares 351,647,000 4.53%
Tengyun Investment (BEE & E) A Shares 113,556,653 1.46%
HKSCC Limited (B/&T R&EEARAT) ™2 AShares 41,416,003 0.53%

Fujian Gui‘an Xintiandi Tourism Culture

Investment Co., Ltd.

(REEZMAMEKE LREBRAF) A Shares 38,861,100 0.50%
China Construction Bank Corporation — Guotai

CSI All Share Securities Company Trading

Index Securities Investment Open-ended Fund

(PERRBIRODEBAR-ERPELEES

RRARSHEFMIEREFREER) A Shares 24,207,362 0.31%
China Construction Bank Corporation - Huabao

CSI All Share Securities Company Trading

Index Securities Investment Open-ended Fund

(PEIRRBIIRODEBB AR - EETERRES

RARSGHRRAIEHBFREER) A Shares 16,510,718 0.21%
Other public holders of A Shares A Shares 807,908,455 10.42%
Other public holders of H Shares H Shares 256,144 0.01%
Total 7,756,694,797 100.00%

Note 1: HKSCC Nominees Limited is the nominee holder of the H Shares held by non-registered shareholders, and
the shares indicated in the above table are other H Shares held by HKSCC Nominees Limited other than
Glasslake Holdings.

Note 2: The shares held by HKSCC Limited are A Shares held by non-registered shareholders of SSE.
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SECTION 7 CHANGES IN SHARES AND
INFORMATION ON SUBSTANTIAL SHAREHOLDERS (Continued)

. SHAREHOLDERS

As of December 31, 2021, the total number of Shareholders as shown on the register of members
of the Company was 185,886, of which 185,824 were A Shareholders and 62 were H Share

registered Shareholders.

The H Share registered Shareholders include HKSCC Nominees Limited, which held H Shares
of the Company as the nominee for all institutional and individual investors that maintained an

account with it as of December 31, 2021.

lll. INFORMATION ON SUBSTANTIAL SHAREHOLDERS OF THE

COMPANY

As of December 31, 2021, Beijing Financial Holdings Group, the largest Shareholder of the
Company, held 34.61% of the Shares of the Company; Central Huijin, the second largest

Shareholder of the Company, held 30.76% of the Shares of the Company.

As of the date of disclosure of this report, the number of Shares held by and shareholding

percentage of Beijing Financial Holdings Group and Central Huijin remained unchanged.

() Beijing Financial Holdings Group

Beijing Financial Holdings Group was established on October 19, 2018. Its legal
representative is Fan Wenzhong and its registered capital is RMB12 billion. The scope
of business includes: financial equity investment and guarantee; capital operation and
asset management; entrusted management of specialty funds; credit guarantees and
re-guarantees; project investment; investment management; reorganization, merger and
acquisition consulting and financial research, business data and credit and other financial
information collection and management; industrial investment and other businesses related

to the Company’s operation.

(II) Central Huijin

Central Huijin was established on December 16, 2003. Its legal representative is Peng
Chun and its registered capital is RMB828,208,627,200. The scope of business includes:
accepting the authorization by the State Council to conduct equity investment in key
state-owned financial enterprises; and other related businesses approved by the State

Council.
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INFORMATION ON SUBSTANTIAL SHAREHOLDERS (Continued)

IV. DISCLOSURE OF INTERESTS

INTERESTS AND SHORT POSITIONS TO BE DISCLOSED BY THE
SHAREHOLDERS PURSUANT TO THE SECURITIES AND FUTURES
ORDINANCE

To the knowledge of the Directors, as of December 31, 2021, the following Shareholders (except
Directors, Supervisors and senior management) had interests or short positions in the Shares
and underlying Shares of the Company required to be recorded in the register to be kept by the
Company under Section 336 of the SFO:

Approximate
Percentage of  Approximate
Shareholding  Percentage of
inthe Total  Shareholding

Number of Shares Issued  in the Relevant
Directly or Indirectly ~ Class of Ordinary Class of
Name Capacity Held Shares Nature of Interest  Share Capital Shares
1. Beijing Financial Beneficial owner 2,684,309,017  AShares  Long positions 34.61% 41.32%
Holdings Group
(EREAEE) M)
2. Central Huijin (FRE%) Beneficial owner 2,386,062,459 A Shares  Long positions 30.76% 36.73%
3, CITIC Securities (F15iL%) Beneficial owner 382,849,268  AShares  Long positions 4.94% 5.89%
250,000  AShares  Short positions lessthan 1% less than 1%
Approved lending 250,000 AShares  Long positions lessthan 1% lessthan 1%
agent (Shares available
for loan)
4, Glasslake Holdings Beneficial owner 351,647,000 HShares  Long positions 4.53% 27.89%
(LR ror?
5. Affluent East Investments Interest of Controlled 351,647,000 HShares  Long positions 4.53% 21.89%
Limited (R & Corporation
ERAR M
6. CITIC Limited (F/5R%1) "2 Interest of Controlled 351,647,000  HShares  Long positions 4.53% 27.89%
Corporation
7. CITIC Group (RZXE) ™% Interest of Controlled 351647,000 HShares  Long positions 453% 27.89%
Corporation
8. Shanghai Ningquan Asset Investment manager 100,830,500  HShares  Long positions 1.30% 8.00%
Management Co., Ltd. (L8
EREEERARLA)
9. Wellington Management Group ~ Investment manager 75,208,816 HShares  Long positions 0.97% 5.96%
LLP/N@/H)
213,312 HShares  Short positions less than 1% 0.02%
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SECTION 7 CHANGES IN SHARES AND

INFORMATION ON SUBSTANTIAL SHAREHOLDERS (Continued)

Notes:

Glasslake Holdings is wholly-owned by Affluent East Investments Limited (RmR & GR A7) (“Affluent
East”), which is in turn a wholly-owned subsidiary by CITIC Limited. CITIC Group indirectly holds a majority
of equity interest in CITIC Limited. Therefore, each of Affluent East, CITIC Limited and CITIC Group is
deemed to be interested in the H Shares held by Glasslake Holdings under the SFO.

Wellington Management Group LLP holds a total of 75,208,816 shares (long position) and 213,312 shares
(short position) of H shares in the Company by virtue of its relationship with a number of corporations, of
which 89 shares (long position) and 3,812 shares (short position) H shares are held in an unlisted derivative
instrument settled in cash. According to the disclosure of interest notice filed by Wellington Management
Group LLP, with a relevant event date of November 12, 2021, the following interests in H shares were held
by Wellington Management Group LLP:

Direct
Name of controlled interest
corporation Name of controlling person % control (Y/N) Number of Shares
Wellington Group Wellington Management 99.70 N Long 75,208,816
Holdings LLP Group LLP positions
Short 213,312
positions
Wellington Investment Wellington Group Holdings 99.99 N Long 75,208,816
Advisors Holdings LLP LLP positions
Short 213,312
positions
Wellington Management Wellington Investment 94.10 N Long 67,291,520
Global Holdings, Ltd. Advisors Holdings LLP positions
Wellington Management Wellington Investment 99.99 Y Long 7,917,296
Company LLP Advisors Holdings LLP positions
Short 213,312
positions
Wellington Management Wellington Management 100.00 Y Long 14,955,000
Hong Kong Ltd Global Holdings, Ltd. positions
Wellington Management Wellington Management 100.00 Y Long 52,322,548
International Ltd Global Holdings, Ltd. positions
Wellington Management Wellington Management 100.00 Y Long 13,972
Singapore Pte Ltd Global Holdings, Ltd. positions
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INFORMATION ON SUBSTANTIAL SHAREHOLDERS (Continued)

Save as disclosed above, as of December 31, 2021, to the knowledge of the Directors, no other
person (except Directors, Supervisors and senior management) had interests or short positions
in the Shares, underlying Shares and debentures of the Company required to be recorded in the
register to be kept by the Company under Section 336 of the SFO.

Save as disclosed above, as of December 31, 2021, Directors did not hold any positions as

directors or employees in companies which had interests or short positions in the Company that
needed to be notified to the Company under division 2 and 3 of Part XV of the SFO.

ISSUANCE OF SHARES OR CHANGES IN REGISTERED
CAPITAL OF THE COMPANY OR ITS SUBSIDIARIES

Not applicable.
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SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES

. CHANGES IN SHAREHOLDING AND REMUNERATION

(I) Changes in Shareholding and Remuneration of Current and Former
Directors, Supervisors and Senior Management during the Reporting

Period
Unit: Share
Total
remuneration
before tax
Number ~ Number received from  Remuneration
of Shares  of Shares  Increase or the Company  received
Commencement heldatthe heldatthe  decreasein  Reasons for during the ~ from related
date of term Expiry date of beginning ~ endof  thenumber  increase or Reporting  parties of the
Name Position (Note) Gender  Date of birth of office term of office ~ of the year ~ the year of Shares  decrease Period  Company
(RMB fen
thousand)
WANG Chairman of the Board, Male  June 1963 April 2018 Upon expiry 0 0 0 - 46892 No
Changaing Executive Director
and Chairman
of Executive
Committee
YUZhongfu ~ Vice Chairmanofthe ~ Male ~ November 1970  April 2018 Upon expiry 0 0 0 - 0 No
Board and Non-
executive Director
WANG Xiaolin ~ Vice Chairman of the ~ Male February 1963 July 2020 Upon expiry 0 0 0 - 0 No
Board and Non-
executive Director
LI Geping Executive Director, Male November 1967 April 2018 Upon expiry 0 0 0 - 45642 No
General Manager,
Member of
Executive
Committee and
Chief Financial
Officer
ZHANG Qin Non-executive Director Female  August 1970 April 2018 Upon expiry 0 0 0 - 0 No
ZHU Jia Non-executive Director Female ~ October 1982 April 2018 Upon expiry 0 0 . = 0 Yes
ZHANG Wei  Non-executive Director Female - October 1981 June 2021 Upon expiry 0 0 0 - 0 No
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Total
remuneration
before tax
Number ~ Number received from  Remuneration
of Shares  of Shares  Increase or the Company  received
Commencement heldatthe heldatthe  decreasein  Reasons for during the ~ from related

date of term Expiry date of beginning ~ endof  thenumber  increase or Reporting  parties of the

Name Position (Note) Gender  Date of birth of office term of office  of the year ~ the year of Shares  decrease Period  Company
(RMB fen
thousana)

YANG Dong ~ Non-executive Director  Male July 1976 QOctober 2021 Upon expiry 0 0 0 - 0 No

WANG Hua Non-executive Director Female — August 1976 June 2021 Upon expiry 0 0 0 - 0 No

DAIDeming  Independent Non- Male  October 1962 April 2018 Upon expiry 0 0 0 - 2300 Yes

executive Director

BAI Jianjun Independent Non- Male  July 1955 April 2018 Upon expiry 0 0 0 - 2300 VYes

executive Director

LIU Qiao Independent Non- Male  May 1970 April 2018 Upon expiry 0 0 0 - 2300 VYes

executive Director

PO Wai Kwong  Independent Non- Male  January 1957 May 2021 Upon expiry 0 0 0 - 1400 Yes

executive Director

LAl Guanrong  Independent Non- Male  December 1962 May 2021 Upon expiry 0 0 0 - 1400 Yes

executive Director

ZHOU Xiaoyu ~ Chairman of the Male  June 1964 August 2021 Upon expiry 0 0 0 - 39872 No

Supervisory
Committee
AlBo Supervisor Female  February 1971  April 2018 Upon expiry 0 0 0 - 0 No
ZHAO Lijun Supervisor Female  October 1963 April 2018 Upon expiry 0 0 0 - 0 No
LIN Xuan Employee Female  February 1972 April 2018 Upon expiry 0 0 0 - 399.15  No
Representative
Supervisor

ZHAOMing  Employee Male  May 1971 April 2019 Upon expiry 0 0 0 - 40666  No
Representative
Supervisor

ZHOU Zhigang  Member of Executive ~ Male May 1964 April 2018 Upon expiry 0 0 0 - 41592 No
Committee

JIANG Yueqin ~ Member of Executive ~ Male December 1966 April 2018 Upon expiry 0 0 0 - 4042 No
Commitiee

LI Yunan Member of Executive ~ Male November 1969 March 2020 March 2022 0 0 IF = 371943 No
Commitiee
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Total
remuneration
before tax
Number ~ Number received from  Remuneration
of Shares  of Shares  Increase or the Company  received
Commencement heldatthe heldatthe  decreasein  Reasons for during the ~ from related
date of term Expiry date of beginning ~ endof  thenumber increase or Reporting  parties of the
Name Position (Note) Gender  Date of birth of office term of office  of the year ~ the year of Shares  decrease Period  Company
(RMB fen
thousana)
LI Tiesheng Member of Executive ~ Male ~ July 1971 April 2018 Upon expiry 0 0 0 - 32903  No
Committee
WANG Member of Executive ~ Male June 1972 April 2018 Upon expiry 0 0 0 - 70128 No
Guangxue Committee and
Secretary of the
Board
ZHANG Xinfan ~ Member of Executive ~ Male  December 1968~ April 2018 Upon expiry 0 0 0 - 59243 No
Committee
LIUNaisheng ~ Member of Executive ~ Male ~ February 1971 April 2018 Upon expiry 0 0 0 - 59392 No
Committee
HUANG Ling ~ Member of Executive ~ Male  October 1976 April 2018 Upon expiry 0 0 0 - 66792 No
Committee
DING Member of Executive ~ Male May 1973 April 2019, May  Upon expiry 0 0 0 - 46927 No
Jiangiang Committee and 2019
Chief Compliance
Officer
LUYa Member of Executive ~ Female  February 1966 April 2019 Upon expiry 0 0 0 - 47503 No
Committee and
Chief Risk Officer
XIAQ Gang Member of Executive ~ Male  June 1969 April 2019 Upon expiry 0 0 0 - 47871 No
Committee and
Chief Information
Officer
PENG Wende ~ Member of Executive ~ Male  June 1966 July 2019 Upon expiry 0 0 0 - 665.07  No
Commitiee
FENG Genfu  Independent Non- Male  June 1957 April 2018 May 2021 0 0 0 - 1050  Yes

(Resigned) executive Director
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Total
remuneration
before tax
Number ~ Number received from  Remuneration
of Shares  of Shares  Increase or the Company  received
Commencement heldatthe heldatthe  decreasein  Reasons for during the ~ from related
date of term Expiry date of beginning ~ endof  thenumber  increase or Reporting  parties of the
Name Position (Note) Gender  Date of birth of office term of office  of the year ~ the year of Shares  decrease Period  Company
(RMB fen
thousand)
Zhu Shenggin  Independent Non- Female  December 1976  April 2018 May 2021 0 0 0 - 1050 Yes
(Resigned) executive Director
WANG Hao Non-gxecutive Director  Male December 1968 April 2018 September 2021 0 0 0 - 0 No
(Resigned)
YUAN Jianmin -~ Member of Executive ~ Male  May 1961 April 2018 June 2021 0 0 0 - 8813 No
(Resigned) Committee
ZHOU Xiayu ~ Member of Executive ~ Male  June 1964 April 2018 July 2021 0 0 0 - - No
(Adjusted) Committee
Total / / / / 0 0 0/ 851443 |

Note 1:Such legal person or other organization has become related party of the Company as a result of the independent
Non-executive Director of the Company acting as a director in a legal person or other organization other than the
Company and its controlling subsidiaries. Some of the non-executive Directors hold positions in the shareholder
units which belong to the related parties. During the Reporting Period, non-executive Directors and independent
Non-executive Directors received remuneration from the above-mentioned related parties.

Note 2:In March 2022, the 39th meeting of the second session of the Board of Directors of the Company agreed that Mr. Li

Yunan would no longer serve as a member of the Executive Committee of the Company due to work arrangement.

Please refer to the relevant announcements of the Company for details.
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SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

(I1) Biographical Details of Current Directors, Supervisors and Senior
Management of the Company

Name

Main professional experience

Wang Changgqing

CSC Financial Co., Ltd.

Mr. WANG Changqing (E&®) is the secretary of the Party Committee,
Chairman and an Executive Director of the Board, and the Chairman of the
Executive Committee of the Company. Mr. Wang joined the Company in
November 2005, and has been serving as an Executive Director since February
2007, and Chairman and the Chairman of the Executive Committee since
September 2011. Mr. Wang is currently the vice chairman of the Securities
Association of China (the “SAC”), the president of the Securities Association of
Beijing, a member of the fifth session of board of directors of the SSE.

Mr. Wang served as the deputy plant manager of the Copper Powder Plant (3
) in Beijing Smelting Factory (JbZR6RMR), the deputy director of production
planning department in the Beijing Non-Ferrous Metal Industry Corporation (it
EMAEGEET¥4 /7)), the director and deputy general manager of Beijing
Kaibao Travel and Food Company (3L RS E k57 & aa A A), the head of the equity
underwriting department of the Beijing representative office of Daiwa Securities
Group Inc., the general manager of the investment banking department of
the Shanghai branch, the deputy general manager of the investment banking
department, the administrative head and managing director of the investment
banking business and vice chairman of the corporate finance committee in CITIC
Securities Co., Ltd., and the deputy general manager, general manager and
member of the Executive Committee of the Company.

Mr. Wang obtained a Bachelor of Engineering degree from Northeastern Institute
of Technology (currently known as Northeastern University) and a Master’s
degree in Economics from Renmin University of China.



SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name Main professional experience

YU Zhongfu Mr. YU Zhongfu (F{#ii&), is the Vice Chairman of the Board and a Non-executive
Director of the Company. Mr. Yu has been serving as a Director of the Company
since March 2011, the Vice Chairman of the Board of the Company since August
2016. Mr. Yu currently serves as the deputy general manager of Beijing State-
owned Capital Operation and Management Limited (It RB B EXELEEGR A
Al).

Mr. Yu served as a deputy chief of industry section of Planned Economy
Committee of Shijingshan District, Beijing, the deputy director of department of
small and medium enterprises of Beijing Municipality Commission of Economy,
the deputy director (in charge) of the division of enterprise reform of Beijing
Municipality Commission of Economy, the deputy director of division of reform
and development (general office), deputy director and then director of division
of enterprise reform of State-owned Assets Supervision and Administration
Commission of Beijing Municipality. During the past three years, Mr. Yu also
served as a director of Wangfujing Group Co., Ltd. (a company listed on the
SSE), a director of Beijing Jingneng Clean Energy Co., Limited (a company listed
on the HKEX), a director of Beijing Urban-Rural Commercial (Group) Co., Ltd. (a
company listed on the SSE), a director of BBMG Corporation (a company listed
on the SSE), and a director of Beijing Rural Commercial Bank Co., Ltd..

Mr. Yu obtained a Bachelor of Engineering degree from North China University
of Technology, and he also obtained a Master of Public Administration degree
from a joint program organized by Peking University and the National Institute of
Administration. Mr. Yu was awarded the title of senior economist.
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SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name

Main professional experience

WANG Xiaolin

CSC Financial Co., Ltd.

Mr. WANG Xiaolin (E/P#), is the Vice Chairman and Non-executive Director
of the Company. Mr. Wang has been serving as a non-executive Director of
the Company since July 2020, the vice chairman of Board the Company since
September 2020. He currently serves as an external director of Central Huijin
Investment Ltd., and a non-executive director of China Everbright Group.

Mr. WANG successively served as the deputy general manager, the secretary
of the Party Committee and the general manager of the securities management
headquarters at Shandong International Trust Co., Ltd. (ILERABEBELERE
BRR2AT]), a general manager assistant of Shandong High-Tech Investment
Corporation Co., Ltd. (IUERAE=FFMEEERAF), the head of the general
office at Shandong Lucion Investment Holdings Group Co., Ltd., (LULER& &=
HERKREB AR AR, a member of CPC Committee and the deputy general
manager at Shandong Lucion Investment Holdings Group Co., Ltd. (lUEE&A &
ZEREEKREBBR AR, the chairman of First-trust Fund Management Co.,
Ltd., (REEEEEER A A, the deputy head (temporary) of the International
Department at China Banking Regulatory Commission, and the deputy secretary
of CPC Committee and general manager of Shandong Development Investment
Holding Group Co., Ltd. (IR ZERIEEZEREEERAF]). During the past three
years, Mr. Wang also served as an independent director of Shandong Hi-speed
Company Limited (a company listed on the Shanghai Stock Exchange), and a
director of China Everbright Bank Company Limited (a company listed on the
Shanghai Stock Exchange and the Hong Kong Stock Exchange).

Mr. WANG obtained his master’s degree in economics from Fudan University and
obtained the title of a senior economist.



SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name Main professional experience
LI Geping Mr. LI Geping (E#TF), is an Executive Director, General Manager, deputy

secretary of the Party Committee, the General Manager, a member of the
Executive Committee and Chief Financial Officer of the Company. Mr. Li joined
the Company in February 2018, and has been serving as an Executive Director,
the General Manager and a member of the Executive Committee of the Company
since April 2018, the Chief Financial Officer of the Company since May 2018,
and the chairman of China Securities International. Mr. Li currently also serves
as the chairman of the equity and alternative investment business committee of
the SAC, vice-chairman of the self-discipline committee of the SSE, a member of
the fifth session of board of directors of the SZSE, and the chairman of the listing
training committee of SZSE.

Mr. Li was a teacher of Zhongnan University of Finance and Economics (currently
known as Zhongnan University of Economics and Law); Mr. Li served as deputy
secretary of the Party committee, director and president of Changjiang Securities
Company Limited (RIIZBHRMD AR A A]); the secretary general of Securities
Association of China; the deputy head of the regulatory department of securities
and funds authority of the CSRC; the head of securities institution management
department/insurance institution management department of Central Huijin
Investment Ltd..

Mr. Li obtained a bachelor degree of economics and a master’s degree of
economics from Zhongnan University of Finance and Economics (now known
as Zhongnan University of Economics and Law), respectively. He obtained a
doctoral degree of economics from the research institute in Chinese Academy of
Social Sciences, and has enjoyed government special subsidies issued by the
State Council. Mr. Li is also a researcher.
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SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name

Main professional experience

ZHANG Qin

ZHU Jia

CSC Financial Co., Ltd.

Ms. ZHANG Qin (3®iit) is a Non-executive Director of the Company. She has
been serving as a Director of the Company since April 2018, and she currently
serves as an assistant to the general manager and general manager of financing
management department of BSCOMC.

Ms. Zhang was engaged in accounting in Tianjin Huafeng Industrial Group
Co., Ltd. CRKEFELZ T % 4%E /A 7)) and Beijing Capital Development Co., Ltd. (it
RMEMERMELLENA]). She served as the deputy manager of planning
and finance department of Beijing Tianhong Group Co., Ltd. (At RABEE A
Al), and served as the chief financial officer of property operation and service
department in Beijing Capital Development Holding (Group) Co., Ltd. (bt X & #p
FE R £ E (BR)AR]), the deputy general manager of Beijing Shoukai Renxin
Property Co., Ltd. Gt RERC{EEFXER A A]), deputy general management of
financial management department and general manager of risk control and audit
department of BSCOMC.

Ms. Zhang obtained a master’s degree of economics from Capital University of
Economics and Business. Ms. Zhang obtained a title of senior accountant.

Ms. ZHU Jia (%{£) is a Non-executive Director of the Company. She has been
serving as a Director of the Company since April 2018, the assistant to the
general manager of investment management department of Beijing Financial
Holdings Group, and the director and deputy general manager (presiding over
the work) of Jingquan capital management (Beijing) Co., Ltd. (8 REAEFE (L R)
BRAR]); the director of Shengxin Futures Co., Ltd..

Ms. Zhu held positions in the Beijing branch of the Bank of East Asia (Hong
Kong) (RariR17 (&)L =5 7T), and Beijing State-owned Capital Operation and
Management Limited.

Ms. Zhu obtained a master’s degree of finance and investment from the
University of Exeter. Ms. Zhu obtained a title of financial economist.



SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name Main professional experience

ZHANG Wei Ms. ZHANG Wei (3®#) is a Non-executive Director of the Company. Ms.
Zhang has been serving as a director of the Company since June 2021, and
she currently serves as director of the Office of Direct-managed Corporation
Leading Group/the Second Department of Equity Management of Central Huijin
Investment Limited.

Ms. Zhang previously served as manager of the Capital Market Department,
manager of the Non-bank Department, senior deputy manager of the Securities
Institution Management Department/Insurance Institution Management
Department of Central Huijin Investment Limited.

Ms. Zhang obtained a bachelor’s degree, in law, a master’s degree in
international law and a doctoral degree in international law from China University
of Political Science and Law.

YANG Dong Mr. YANG Dong (##) is a Non-executive Director of the Company. Mr. Yang
has been serving as a director of the Company since October 2021, and he
currently serves as the external director of Central Huijin Investment Limited.

Mr. Yang previously worked in Tianjin Branch of the People’s Bank of China,
Finance Research Institute of the People’s Bank of China and other institutions.
He served as senior deputy manager of Banking Department, director of ICBC
Equity Management Office of Banking Institutions Department |, director and
senior manager of ICBC Equity Management Office of Equity Management
Department | of Central Huijin Investment Limited.

Mr. Yang obtained a bachelor’'s degree in management science and a master’s
degree in economics from Hebei Agricultural University. Mr. Yang obtained his
doctorate in economics from Renmin University of China, and has the title of
senior economist.
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SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name

Main professional experience

WANG Hua

DAI Deming

CSC Financial Co., Ltd.

Ms. WANG Hua (EZ) is a Non-executive Director of the Company. Ms. Wang
has been serving as a director of the Company since June 2021, and she
currently serves as the deputy general manager of the Finance Department
of CITIC Group Corporation, and director of Zhonghai Trust Co., Ltd., director
of China Agricultural Industry Development Fund, director of CITIC Urban
Development & Operation Co., Ltd.. In addition, Ms. Wang has also been serving
as a director of CITIC Heavy Industries Co., Ltd. (a company listed on the
Shanghai Stock Exchange) since August 2019.

Ms. Wang Hua previously served as director of the Tax Department of the
Finance Department, assistant to the general manager of the Finance Department
and director of the Tax Department, deputy general manager of the Finance
Department and director of the Tax Department of CITIC Group Corporation.

Ms. Wang Hua obtained a bachelor's degree in accounting and a master’s
degree in accounting from Dongbei University of Finance and Economics.

Mr. DAl Deming (BifEBA) is an independent Non-executive Director of the
Company. Mr. Dai has been serving as an independent Director of the Company
since August 2016, and currently serves as a professor and doctoral supervisor
of of the School of Business of Renmin University of China. Mr. Dai has served as
an independent director of BOC Aviation Limited (a company listed on the HKEX)
since May 2016, and an independent director of Power Construction Corp of
China Ltd. (a company listed on the SSE) since March 2018, and an independent
director of Poly Developments and Holdings Group Co., Ltd. (a company
listed on the SSE) since September 2018. He is also the vice chairman of the
Accounting Society of China.

During the past three years, Mr. Dai served as an independent director of
Zheshang Bank Co., Ltd. (a company listed on the SSE and the HKEX) and Haier
Smart Home Co., Ltd. (a company listed on the SSE).

Mr. Dai obtained a bachelor’'s degree in Economics from Hunan College of
Finance and Economics (currently known as Hunan University), a master’s
degree in Economics from Zhongnan University of Economics, and a doctor’s
degree in Economics from Renmin University of China.



SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name Main professional experience

BAI Jianjun Mr. BAI Jianjun (H®E), is an independent Non-executive Director of the
Company. Mr. Bai has been serving as an independent Director of the Company
since August 2016, an independent director of Sichuan Xinwang Bank Co., Ltd.
(U AIRTTI D BR A F]), an external supervisor of Postal Savings Bank of
China Co., Ltd. (a company listed on the SSE and the HKEX) since October 2019.

Mr. Bai pursued his visiting research at New York University in United States,
and he was a visiting professor at Niigata University, a professor and doctoral
supervisor at the Law School in Peking University, director of the Research
Institute of Empirical Legal Affairs and deputy director of the Financial Law
Research Center. During the past three years, Mr. Bai served as an external
director of China Construction Bank Corporation (a listed company on the SSE
and the HKEX).

Mr. Bai obtained a master’s degree in Law from Peking University and the Juris
Doctor degree from Peking University.
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SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name

Main professional experience

LIU Qiao

CSC Financial Co., Ltd.

Mr. LIU Qiao (&If) is an independent Non-executive Director of the Company.
Mr. Liu has been serving as an independent Director of the Company since
August 2016. Mr. Liu currently serves as the professor of finance and economics,
doctoral supervisor and dean of the Guanghua School of Management of Peking
University, and also an independent director of Megvii Co., Ltd.. Mr. Liu also
served as an independent director of Beijing Capital Co., Limited (a company
listed on the SSE) since December 2017, and an independent director of China
Merchants Bank Co., Ltd. (a company listed on the SSE and the HKEX) since
November 2018.

Mr. Liu previously served as an assistant professor and associate professor
(with tenure) at the Faculty of Business and Economics of the University of Hong
Kong, and a consultant of the Asia-Pacific Corporate Finance & Strategy Practice
of McKinsey & Company. During the past three years, Mr. Liu also served as an
independent director of Zensun Enterprises Limited (a company listed on the
HKEX).

Mr. Liu obtained a Bachelor of Science degree in Economics and Mathematics
from Renmin University of China, a Master’s degree in International Finance
and Economics from the Institute of Finance of PBOC (currently known as PBC
School of Finance, Tsinghua University in China) and a Ph.D. in Economics from
University of California, Los Angeles in the United States. Mr. Liu was granted the
Outstanding Youth Award of National Natural Science Foundation of China (BIZ
BARRIEE S4B F48) and awarded the title of distinguished professor (4FEE%k
#) of Changjiang Scholars Program by Ministry of Education.



SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name Main professional experience
Po Wai Kwong Mr. Po Wai Kwong (B ¥ 5 %) is an independent Non-executive Director of the

Company. Mr. Po has been serving as an independent director of the Company
since May 2021, an independent director of Everbright Securities Company
Limited (a company listed on the Shanghai Stock Exchange and the Hong Kong
Stock Exchange) since December 2020, an independent director of Citibank
(Hong Kong) Limited since July 2021. He is currently a member of the Advisory
Committee of the Hang Seng Index in Hong Kong.

Mr. Po previously served as the senior director of the Securities and Futures
Commission (SFC) (BEH EHESEKERZLZEE) of Hong Kong, the executive
director of the Insurance Authority (IRERZESER) of Hong Kong and a member
of International Advisory Council of the CSRC.

Mr. Po Mr. Po holds a bachelor’s degree in business administration and a

master’s degree in business administration from the Chinese University of Hong
Kong (BF&H X KE), and is also an accountant.
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SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name

Main professional experience

LAI Guanrong

CSC Financial Co., Ltd.

Mr. LAI Guanrong (¥# %5 %) is an independent Non-executive Director of the
Company. Mr. Lai has been serving as an independent Non-executive Director
of the Company since May 2021, and he currently serves as the chairman of
the board of supervisors of Beijing Zhongguancun Science City Construction
Holding Co., Ltd. (3L R AN B2 E R MH AR A F]), the vice chairman of
ABC Life Insurance Co., Ltd. (B ASREKRHDERAF]), a director of China
Sciences Group (Holding) Corporation (FRIEXEE () BRAF]), the
chief economist and member of the investment committee of Shenzhen CMAF
Management Co., Ltd. (XYIEHEEIKEEEER2AA]). Mr. Lai has also been
serving as an independent director of Chinasoft International Limited (F# B A
[R27]) (a company listed on Hong Kong Stock Exchange) since June 2015, an
independent director of Dongxing Securities Co., Ltd. (REFEHFBR D ERAF]) (a
company listed on the SSE) since December 2021.

Mr. Lai served as the deputy general manager (in charge of work) of Min Fa
Security Limited Company (E# &5 B REEAR]), the deputy chief officer of
the office of People’s Bank of China Fujian Branch (R B A RER1TRESE H17), the
general manager of Fujian Minnan Qiaoxiang Trust and Investment Company (&
EEMEREMETERE AR, the president of Huafu Securities Limited (E@ESH
R & T2 7)), and the secretary of the party committee and president of Jiahe Life
Insurance Co., Ltd. (FAAFRERMDERAF]), and the independent director of
Xin Yuan Enterprises Group Limited ({5/R{EEEE AR A F]) (a company listed on
Hong Kong Stock Exchange).

Mr. Lai holds a bachelor’'s degree in finance from Xiamen University, a master’s
degree in monetary banking from the Graduate School of the People’s Bank of
China, and a doctorate in economics from Xiamen University.



SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name Main professional experience

ZHOU Xiaoyu Mr. ZHOU Xiaoyu (%X F) is the deputy secretary of the Party committee
and the chairman of supervisory committee of the Company. Mr. Zhou joined
our Company in November 2005 and has been serving as the chairman of
supervisory committee since August 2021, and the chairman of supervisory
committee of China Securities Futures. Mr. Zhou currently also serves as a
member of self-discipline committee of the Securities Association of China.

Mr. Zhou served as an engineer in Guangzhou Design Institute of Ministry of
Light Industry, the executive deputy general manager in Shenzhen branch,
the general manager of the business department in Dalian branch, the general
manager of Shenyang Branch and the general manager of the brokerage
business management of Huaxia Securities Co., Ltd., and the general manager of
the Brokerage Business Management Department, the administrative head of the
Treasury Operation Department, the administrative head of the Margin Financing
and Securities Lending Department, director of Party Committee Office, the
administrative head of the Human Resources Department and a member of the
Executive Committee of the Company.

Mr. Zhou obtained a Bachelor of Engineering degree from Tianjin Institute of
Light Industry and Master of Engineering degree from South China University of
Technology.

Al Bo Ms. Al Bo (3Ci) is a Supervisor of the Company. Ms. Ai has been serving as a
Supervisor of the Company since August 2016 and she currently serves as the
director of Party committee inspection office of China Investment Corporation.

Ms. Ai worked for the secretariat for confidential matters of the general office of
the Ministry of Supervision, the former general supervision office of supervision
department under the Central Commission for Discipline Inspection and the
former second discipline inspection office under the Central Commission for
Discipline Inspection.

Ms. Ai obtained a master’'s degree in Management from Kunming University of

Science and Technology and obtained a certificate of certified enterprise risk
manager.

Annual Report 2021



168

SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name

Main professional experience

ZHAO Lijun

CSC Financial Co., Ltd.

Ms. ZHAO Lijun (#BEE) is a Supervisor of the Company. Ms. Zhao has been
serving as a Supervisor of the Company since April 2018, and she currently
serves as the deputy director of working group for party construction/Party
committee office/corporate culture department of China Investment Co., Ltd..

Ms. Zhao served as a lecturer of Harbin Ship Engineering Institute, professor,
vice minister of the propaganda department, vice principal of party school
and deputy secretary of Party committee of Harbin Engineering University;
as researcher of National Commission of Science and Technology Policy and
Regulation Division, as researcher of Party committee directly under State
Administration of Science, Technology and Industry for National Defense, as
senior manager of human resources department, head of management team of
party affairs, senior manager of office/Board office/Party committee office, team
leader of working group for party construction/Party committee office, and as
deputy director of the office of China Investment Co., Ltd. She also served as
an external supervisor of Central Huijin Investment Limited (seconded to China
Everbright Industrial (Group) Company Ltd.).

Ms. Zhao obtained a bachelor’'s degree in law from the Department of Law
of Heilongjiang University, a master’'s degree in law (economics) from Harbin
Engineering University. Ms. Zhao obtained the bar qualification.



SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name Main professional experience

LIN Xuan Ms. LIN Xuan (#18) is a member of the Party committee, an employee
representative Supervisor and the administrative head of Human Resources
Department of the Company. Ms. Lin joined the Company in November 2005. She
has been serving as an employee representative Supervisor since April 2018, the
administrative head of Human Resources Department since January 2022, and
she also serves as a supervisor of China Capital Management. Ms. Lin currently
serves as a vice-chairman of talent development committee of the Securities
Association of China, a member of Beijing Financial Staff Union.

Ms. Lin served as business director and assistant to general manager of the
investment banking department and the acquisitions department of Huaxia
Securities Co., Ltd. (EEFZEHBMHBRAF]), and assistant to general manager,
director, executive director and managing director of investment banking
department of the Company and the administrative head of Internal Audit
Department.

Ms. Lin obtained a bachelor’'s degree in Economics from Renmin University of
China, a master’s degree in Economics from the Graduate School of the People’s
Bank of China (currently known as PBC School of Finance, Tsinghua University in
China), a PhD degree in Economics from Chinese Academy of Social Sciences,
and A-share sponsor representative qualification.
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SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name

Main professional experience

ZHAO Ming

CSC Financial Co., Ltd.

Mr. ZHAO Ming (#H8) is an employee representative Supervisor of the Company,
administrative head of Financial Planning Department and Treasury Operation
Department. Mr. Zhao has been serving as the administrative head of Financial
Planning Department and Treasury Operation Department of the Company since
July 2018; and an employee representative Supervisor since April 2019. Mr.
Zhao also serves as a director of CSCI Capital, a director of China Securities
Investment and the supervisor of China Securities Futures.

Mr. Zhao once served as a business director of Investment Banking Department
of Huaxia Securities Co., Ltd., the manager of Investment Banking Department
of Shanghai Electric Group Finance Company Co., Ltd. (8 EREBYHKERE
£72 7)), the managing director of Capital Market Department and the managing
director of the Investment Banking Department of the Company.

Mr. Zhao obtained a Bachelor’s Degree in law from the People’s Public Security
University of China, a Master of Laws from Southwest University of Political
Science and Law, a Master of Business Administration from China Europe
International Business School and qualified as a lawyer and a certified public
accountant.
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Name

Main professional experience

ZHOU Zhigang

Mr. JIANG Yueqin

Mr. ZHOU Zhigang (A &E#) is a member of Party committee, a member of
the Executive Committee of the Company. Mr. Zhou joined our Company in
November 2005. He has been a member of the Executive Committee since
February 2009, and he also serves as a director of China Securities Futures. Mr.
Zhou currently also serves as a member of the Financing Business Committee of
the Securities Association of China.

Mr. Zhou served as the assistant director of the application software chamber of
Institute of Computer Technology of East China, the deputy director of computer
center, director of the research and development center of Shanghai Wanguo
Holdings Ltd., the chief engineer and the general manager of the E-commerce
department of Huaxia Securities Co., Ltd., deputy general manage, chairman
of Brokerage Business Management Committee, Chief Risk Officer and Chief
Compliance Officer of the Company.

Mr. Zhou obtained a Bachelor of Science degree and a Master of Science degree
from Fudan University. He obtained his MBA degree from CEIBS and a certificate
of senior engineer.

Mr. JIANG Yueqin (7B &) is a member of the Party committee and a member
of the Executive Committee of the Company. Mr. Jiang joined our Company in
January 2007 and has been serving as a member of the Executive Committee
since May 2009. Mr. Jiang also serves as a vice chairman of the AMAC and
a member of the asset management business committee of the Securities
Association of China.

Mr. Jiang served as a programmer of Shenzhen Shekou Xinxin Software
Company, the deputy general manager of Shenzhen branch, and general
manager of trading department and chief dealer of CITIC Securities Co., Ltd., the
general manager of Changsheng Fund Management Co., Ltd., the assistant to
general manager, administrative head of Institutional Business Department and
administrative head of Asset Management Department of our Company, and the
chairman of the board of director of China Securities Funds.

Mr. Jiang obtained a Bachelor of Engineering degree and a Master of Engineering
degree from University of Electronic Science and Technology in the PRC
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Name

Main professional experience

LI Tiesheng

CSC Financial Co., Ltd.

Mr. LI Tiesheng (FE#4%) is a member of the Executive Committee of the
Company. Mr. Li joined our Company in June 2013 and has been serving as a
member of the Executive Committee since June 2013 and a director of China
Securities Investment.

Mr. Li served as the business manager of the securities department and the
futures department as well as the general manager of Shenzhen Zhongbaoxin
Financial Consultant Co. Ltd in China People’s Insurance Trust and Investment
Company, the deputy manager of Hong Kong Jiangnan Finance Company
Limited, deputy director of Great Wall Securities Co., Ltd., general manager of
New Jiangnan Investment Company Limited, a member of party committee and
the vice-president of Beijing Branch of China Merchants Bank Co., Ltd.

Mr. Li obtained a bachelor’'s degree in engineering from Beijing Institute of
Technology and a master’s degree in economics from Renmin University of
China.
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Name Main professional experience

WANG Guangxue Mr. WANG Guangxue (EB2), is a member of the Executive Committee, the
Secretary of the Board and the Administrative Head of the Executive Office of
the Company. Mr. Wang joined our Company in November 2005 and has been
serving as the Administrative Head of the Executive Office of our Company since
November 2011. He has been serving as a member of the Executive Committee
and the Secretary of the Board since January and April 2014, respectively. He
has also been serving as the chairman of China Securities Futures and director
of China Securities International. At present, Mr. Wang also served as a member
of the Securities Industry Cultural Construction Committee of China Securities
Association, a member of the Council of China Futures Association and a
member of the Cultural Construction Committee of China Futures Association.

Mr. Wang served as a staff of the foreign economic relations department
of planning committee of Liyang City, Jiangsu Province (now known as the
development and reform commission of Liyang City); the business manager,
senior business director and assistant to general manager of the investment
banking department of Huaxia Securities co., Ltd.; and the assistant to general
manager and deputy general manager of the Investment Banking Department of
our Company.

Mr. Wang obtained a Bachelor of Science degree from Qingdao Ocean University
(currently known as Ocean University of China), a Master of Economics degree
and a Doctor of Economics degree from Fudan University, and obtained a
certificate of sponsor representative of A Shares and the title of senior economist.
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Name

Main professional experience

ZHANG Xinfan

CSC Financial Co., Ltd.

Mr. ZHANG Xinfan (BRBR#L), is a member of the Executive Committee, Chairman
of the Brokerage Business Management Committee and the Co-Chairman of
the Institutional Business Committee of the Company. Mr. Zhang joined our
Company in November 2005 and has been serving as a member of the Executive
Committee since January 2014 and the Chairman of the Brokerage Business
Management Committee since April 2014. Mr. Zhang has been serving as the
Co-Chairman of the Institutional Business Committee since September 2018 and
also a director of China Securities Futures.

Mr. Zhang served as the director of securities branch of Dalian Branch of
Industrial and Commercial Bank of China; the manager of Dalian securities
branch, the deputy general manager of Shenyang branch and the deputy general
manager of the corporate brokerage business management head office of Huaxia
Securities Co., Ltd.; and the deputy general manager of the Brokerage Business
Management Department, the manager of the securities branch of Beijing
Dongzhimen South Street and the vice-chairman of the Brokerage Business
Management Committee of our Company.

Mr. Zhang obtained a Bachelor’'s degree in Economics from Dongbei University
of Finance and Economics, a Master’s degree in Business Administration from
Peking University and has the title of senior economist.
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Name Main professional experience

LIU Naisheng Mr. LIU Naisheng (B179%), is a member of the Executive Committee, the
Chairman of the Investment Banking Business Management Committee of the
Company. Mr. Liu joined our Company in March 2006. He has been serving as a
member of the Executive Committee since January 2014 and the Chairman of the
Investment Banking Department since January 2021. He has also been serving as
a director of China Securities International and director of Beijing Equity Trading
Center. Mr. Liu currently also serves as the vice chairman of Investment Banking
Committee of the Securities Association of China, vice chairman of Investment
Banking Quality Control Committee of Beijing Securities Association, member of
the SSE Sci-Tech Board and vice chairman of the listing training committee of
SZSE.

Mr. Liu worked in China Xinxing Corporation (Group), China Science and
Technology International Trust and Investment Co., Ltd. and China Science and
technology Securities Co., Ltd. and served as the administrative head of the
Investment Banking Department and director of the Investment Banking Business
Committee of the Company.

Mr. Liu obtained a Bachelor of Engineering degree from Beijing Institute of
Machinery (currently known as Beijing Information Science & Technology
University) and obtained an MBA degree from Tsinghua University, and has the
qualification of sponsor representative of A Shares.
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Name

Main professional experience

HUANG Ling

CSC Financial Co., Ltd.

Mr. HUANG Ling (&), is a member of the Executive Committee, Chairman of
the Institutional Business Committee and Co-Chairman of the Investment Banking
Business Management Committee of the Company. Mr. Huang joined our
Company in November 2005 and has been serving as a member of the Executive
Committee from January 2014, Chairman of the Institutional Business Committee
from September 2018, Co-Chairman of the Investment Banking Business
Management Committee from January 2021. Mr. Huang has also been serving as
the vice chairman of the Green Development Committee of Securities Association
of China, the vice chairman of the Bond Development Committee of the Council
of SSE, and a member of the Asset Management Business Committee of Beijing
Securities Association.

Mr. Huang served as a senior business director of the administration department
of Huaxia Securities Co., Ltd., the assistant to the general manager of the debt
business department, administrative head of the Debt Underwriting Department,
and the Co-Director of the Investment Banking Committee of the Company.

Mr. Huang obtained a Bachelor's degree in economics from China Institute of
Finance, a Master’'s degree in economics from the Graduate School of the PBOC
(currently known as PBC School of Finance, Tsinghua University), and a Ph.D. in
economics from Hunan University. He has the title of senior economist.
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DING Jianqgiang Mr. DING Jianqiang (T &5&), is a member of Executive Committee, Chief
Compliance Officer and administrative head of the Legal and Compliance
Department of the Company. Mr. Ding joined our Company in November 2005,
and has been serving as the administrative head of the Legal and Compliance
Department since January 2007, member of Executive Committee since April
2019, and the Chief Compliance Officer since May 2019. Mr. Ding also serves as
a director of China Securities Funds, a director of China Securities Investment.
Mr. Ding also serves as a member of Securities Compliance Committee of
Securities Association of China (FE#E# %% <), a member of Securities
Compliance Committee of Securities Association of Beijing.

Mr. Ding previously served as an assistant to the general manager of Legal
Affairs Department of Huaxia Securities Co., Ltd., the assistant to the general
manager of the Legal and Compliance Department and the Chief Lawyer of the
Company.

Mr. Ding obtained a Bachelor's Degree in law from China University of Political
Science and Law, and obtained professional qualification as a lawyer.
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Name

Main professional experience

LU Ya

CSC Financial Co., Ltd.

Ms. LU Ya (BEEE), is a member of Executive Committee, Chief Risk Officer and
Administrative Head of the Risk Management Department of the Company.
Ms. Lu joined our Company in November 2005, and has been serving as an
Administrative Head of the Risk Management Department since January 2008, a
member of Executive Committee, Chief Risk Officer since April 2019, a supervisor
of China Securities Capital and chairperson of supervisory committee of China
Securities Funds. Ms. Lu currently also serves as the vice chairperson of Risk
Control Committee of Securities Association of China, and the vice chairperson
of Risk Control Committee of Securities Association of Beijing,

Ms. Lu worked in Renmin University of China, served as the accounting head of
the securities department of Beijing Real Estate Trust and Investment Company,
the analyst of the research and development department of China Securities
Market Research and Design Centre, the Certified Public Accountant of Beijing
Jing Du Certified Public Accountants, the senior auditor of the audit department,
the head of the securities investment department and the assistant general
manager of the risk management department of Huaxia Securities Co., Ltd.
(FEEFELFRMHBRAR]), and the assistant to general manager, an employee
representative Supervisor, the Risk Management Department of the Company.

Ms. Lu obtained a Bachelor’'s degree in Economics and a Master’s degree
in Economics from the School of Accounting of Renmin University. She was
qualified as a Certified Public Accountant and obtained a certificate of senior
accountant.



SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

Name Main professional experience

XIAO Gang Mr. XIAO Gang (H#i), is a member of Executive Committee of the Company,
Chief Information Officer and administrative head of the IT Department. Mr.
Xiao joined our Company in November 2005 and has been serving as the
administrative head of the IT Department since August 2012; and a member of
Executive Committee, the Chief Information Officer since April 2019. Mr. Xiao
currently served as a member of Information Technology Committee of China
Securities Industry Association; the Chairman of the Fintech and Information
Technology Committee of Beijing Securities Association, and an expert in Fintech
Research and Development Center (Shenzhen) of Securities and Futures Industry
of Shenzhen Stock Exchange.

Mr. Xiao worked in Beijing Kangtaike Electronic Technology Co., Ltd. (1t =EE
R BETHIMTARAT]), and served as a senior engineer of Computer Center of
Huaxia Securities Co., Ltd., a senior engineer and deputy general manager of IT
Department of the Company.

Mr. Xiao obtained a Bachelor’'s degree in Computer Application from Beijing
Union University and has the professional qualification as an engineer.
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Name

Main professional experience

PENG Wende

CSC Financial Co., Ltd.

Mr. PENG Wende (¥ X{#), is a member of the Executive Committee of the
Company. Mr. Peng joined our Company in November 2005 and has been
serving as a member of the Executive Committee of the Company since July
2019. He has also been serving as a director, general manager and director
of the executive committee of China Securities International. Mr. Peng is also
a member of the International Strategy Committee of the China Securities
Association and the director of the Hong Kong Chinese Enterprises Association.

Mr. Peng served as the head of Engineering Department of Xinda Industrial Co.,
Ltd. (BEBTXABMRAA)), the deputy general manager of Guangzhou Branch of
Huaxia Securities Co., Ltd., the general manager of Beijing Sanlihe Securities
Sales Department, the general manager of Chongging Branch, the general
manager of Southwest Management Headquarters of the Company and the
chairman of China Securities Futures.

Mr. Peng obtained a Bachelor’s degree in Engineering from Huazhong University
of Science and Technology, a Master’s degree in Management Engineering
from South China University of Technology, and a Doctoral Degree in Enterprise
Management from Sun Yatsen University.
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POSITIONS HELD BY CURRENT AND FORMER DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT IN THE
SHAREHOLDERS DURING THE REPORTING PERIOD

() Positions in the Shareholders

Commencement Expiry date of

Name Shareholder Main position date of term of office term of office
ZHU Jia Beijing Financial  Assistant General Manager of the Investment April 2019 Until expiry
Holdings Group  and Management Department
WANG Xiaolin Central Huijin Finance Department June 2018 Until expiry
ZHANG Wei Central Huijin Leading Group Office of directly managed ~ March 2020 Until expiry
enterprises / Equity Management
Department Il
YANG Dong Central Huijin Dispatched Director October 2021 Until expiry
Al Bo CIC Director of the Inspection Office of the Party  June 2020 Until expiry
Committee
ZHAQ Lijun CIC Deputy Director of Working Group for Party  August 2019 Until expiry

Construction/Party Committee Office/
Corporate Culture Department

WANG Hao (Retired) Central Huijin Specially Dispatched Director July 2018 Until expiry
Explanations on positions in the Nil
Shareholders
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(I1) Positions in Other Entities

Commencement
date of term of Expiry date of

Name Shareholder Position office term of office
YU Zhongfu BSCOMC Deputy General Manager May 2009 Until expiry
ZHANG Qin BSCOMC Assistant to General Manager ~ July 2016 Until expiry
WANG Hua CITIC Group Finance Department October 2020 Until expiry
DAI Deming  Business School of Renmin Professor and Doctoral July 1996/ Until expiry
University of China Supervisor January 1997
LIU Qiao Guanghua School of Professor, Doctoral December 2010 Until expiry
Management of Peking Supervisor and Dean
University

LAl Guanrong Beijing Zhong Guan Cun Science Chairman of the Board of ~ December 2015 Until expiry
City Construction Holding Co., ~ Supervisors

Ltd.
FENG Genfu  School of Economics and Professor and Doctoral May 2000 Until expiry
(Resigned)  Finance, Xi‘an Jiaotong Supervisor
University
ZHU Beijing Huiyuan Holdings Vice Chairman August 2016 Until expiry
Shenggin Limited
(Resigned)
Explanations on positions in other units Mr. BAl Jianjun and Mr. PO Wai Kwong only serve as

independent non-executive directors or external supervisors
in other units. For details of employment, please refer to the
biographical details.
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CHANGES IN DIRECTORS, SUPERVISORS AND SENIOR

MANAGEMENT
Name Positions Changes Reason
ZHANG Wei Non-executive Director Elected Supplemented
YANG Dong Non-executive Director Elected Supplemented
WANG Hua Non-executive Director Elected Supplemented
PO Wai Kwong Independent non-executive Director Elected Supplemented
LAl Guanrong Independent non-executive Director Elected Supplemented
ZHOU Xiaoyu Chairman of the Board of Supervisors Elected Supplemented
WANG Hao Non-executive Director Resigned Work adjustment
FENG Genfu Independent non-executive Director Resigned Expiration of term of

office

ZHU Shenggin Independent non-executive Director Resigned Expiration of term of office
YUAN Jianmin Member of Executive Committee Resigned Age
ZHOU Xiaoyu Member of Executive Committee Resigned Work adjustment

SENIOR MANAGEMENT

IV. RELATIONSHIPS AMONG DIRECTORS, SUPERVISORS AND

There is no relationship among the Directors, Supervisors or senior management including

relationships in terms of finance, business, family or other significant relationships.
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V. PERFORMANCE OF DUTIES OF DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

U]

Performance of Duties of Directors and Supervisors

In 2021, the Directors of the Company strictly complied with domestic and overseas laws
and regulations, regulatory requirements and the Articles of Association and diligently
and responsibly performed their responsibilities and obligations in reviewing the issues of
the Board and Board Committees, provided valuable opinions and recommendations on
strategic and development planning, corporate governance, business development, risk
management and compliance management and other aspects, safeguarded the interests
of Shareholders and promoted sustainable and healthy development of the Company.

During the year, the executive Directors earnestly performed their dual duties in decision
making and execution, actively implemented the resolutions of Shareholders’ general
meetings and Board meetings, and conducted in-depth study of the development and
operating strategies of the Company to boost its outstanding operating results. The non-
executive Directors attended the meetings of the Board and Board Committees pursuant
to the requirements and made scientific and prudent decisions by considering meeting
documents, receiving special reports, conducting research and analysis, and reviewing
reports on the Company’s operation to keep abreast of the Company’s operational status.
The independent non-executive Directors consistently expressed their personal opinions
in an independent and objective manner, offered advice and recommendations on the
Company’s development based on their professional strengths, and faithfully performed
their duties so as to safeguard the interests of the Company and its Shareholders, especially
the legitimate interests of minority Shareholders.

In 2021, the Supervisors of the Company strictly complied with the requirements of the
Company Law and the Company’s Articles of Association, earnestly performed their duties
of supervision, participated in the approval of significant decisions of the Company,
regularly investigated the operating status of the Company and its business operations,
and effectively supervised the performance of duties by the Directors and the executive
management of the Company, so as to actively safeguard the interests of Shareholders.

Details of the performance of duties of Directors and Supervisors have been set forth in the
“Section 9 Corporate Governance Report — IV. Directors and Board of Directors” and “— VI.
Supervisors and the Supervisory Committee” section of this annual report.
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(I1) Performance of Duties of Senior Management

In 2021, the executive management of the Company comprehensively implemented all
resolutions and requirements of the Board. In accordance with industry trends and changes
in operating environment, the executive management proposed a strategy of balanced
development of light and heavy asset businesses, online and offline businesses, domestic
and overseas businesses, as well as conventional and innovative businesses to continue
to utilize the synergy among businesses and further strengthen the business layout. They
proactively made suggestions for improvement and optimization in relation to certain major
issues affecting the development of the Company, eventually achieving positive results.

Given a complicated and dynamic market environment, the executive management of the
Company has continuously optimized its internal control system and risk management
mechanism to raise the compliance level of risk control, while ensuring the seizing of
opportunities and promoting innovation in compliance with laws and regulations. The
Company was rated “Class A Grade AA” security firm for twelve consecutive years.

The executive management of the Company played an important role in achieving
satisfactory operating results despite a severe market environment and intense competition
in the industry, and accomplished the mission of operation and management assigned to it
by the Board.

VI. REMUNERATION OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

Decision-making procedures in relation to remuneration of Directors,
Supervisors and senior management

The Board of the Company established the Remuneration and Nomination Committee, which is
responsible for formulating and reviewing the remuneration policies and plans for Directors and
senior management of the Company. The Remuneration and Nomination Committee conducts
proceedings and makes decisions in accordance with the Articles of Association and the “Rules
of Procedures of Remuneration and Nomination Committee of the Board of the Company”. In
addition, the Company also formulated the “Management Measures of Remuneration in the
Headquarter of the Company” ((ARRIBEHMEIEPE)) and the “Management Measures of
Remuneration of Staff in Brokerage Business System of the Company” ({(RARIELLEFERZHKE
T % B Eh#T%)) to serve as the basic remuneration policy of the Company so as to regulate
procedures such as decision-making of remuneration. Currently, Independent Non-Executive
Directors of the Company receive allowance from the Company with reference to industry
practice, while other Non-Executive Directors and external Supervisors do not receive

Annual Report 2021




186

SECTION 8 DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND EMPLOYEES (Continued)

remuneration from the Company; the remuneration of executive Directors, internal Supervisors
and senior management of the Company is determined according to the remuneration evaluation
system of the Company.

Basis for determination of the remuneration of Directors, Supervisors and
senior management

It is determined with reference to the standards of similar companies in financial industry and is
dependent on their positions and performance in combination of the Company’s actual situation.

Actual payment of the remuneration of Directors, Supervisors and senior
management

As stipulated in the Administrative Measures on Loyalty Awards ({2 a2 EERH L))
approved by the Board, the loyalty awards allocated to qualified employees (including Directors,
Supervisors and senior management personnel) shall be distributed at least three years of lockup
after the distribution year. According to such administrative measures, the amount of loyalty
award after tax for Directors, Supervisors and senior management personnel for the year of 2017
was distributed in 2021: RMB1.8134 million to WANG Changqging; RMB1.5119 million to ZHOU
Xiaoyu; RMB0.8800 million to LIN Xuan; RMB0.7921 million to ZHAO Ming; RMB1.7050 million to
ZHOU Zhigang; RMB1.7050 million to JIANG Yueqin; RMB1.5400 million to LI Yunan; RMB0.5500
million to LI Tiesheng; RMB2.9700 million to WANG Guangxue; RMB2.3749 million to ZHANG
Xinfan; RMB4.0144 million to LIU Naisheng; RMB3.2994 million to HUANG Ling; RMB0.9910
million to DING Jiangiang; RMBO0.7097 million to LU Ya; RMB0.4125 million to XIAO Gang;
RMB1.9304 million to PENG Wende; RMB1.4465 million to YUAN Jianmin.

Aggregate remuneration received by all Directors, Supervisors and senior
management as of the end of the Reporting Period

Please refer to the relevant contents in the notes to the consolidated financial statements.
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VIl. EMPLOYEES OF THE PARENT COMPANY AND MAJOR SUBSIDIARIES

As of the end of the Reporting Period, the Group had 11,778 employees (including labor
outsourcing personnel), specific composition of which is as follows:

U]

Employees

Number of incumbent employees of the parent company
Number of incumbent employees of major subsidiaries

Total number of incumbent employees

Number of resigned and retired employees for whom the parent
company and major subsidiaries undertook costs

Professional Structure

[tems

10,659
1,119
11,778

278

Number of employees

Business personnel

Information technology personnel
Financial personnel
Administration personnel

Others

Total

9,049
1,109
302
100
1,218

11,778
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Education Level

Number of employees

Education level (person)
Doctorate degree 96
Master’'s degree 4,816
Bachelor’s degree 5,165
College or below 1,701
Total 11,778

(1) Remuneration Policies

The Company established a sound human resources management system in compliance
with the requirements of the PRC’s laws in relation to labor contracts and labor protections,
formulated various rules and policies in relation to remuneration, position and grade,
performance assessments, benefits and holidays, etc., and stringently implemented such
policies. The Company effectively protected the staff's interest in various aspects such as
labor protection, working environment, payment of wages, social insurance, healthcare
and vacation. The Company carried through the principle of marketization to determine the
remuneration standard. Remuneration for employees includes fixed salary, performance-
related bonuses and insurance benefits. Fixed salary is determined according to the
position and grade, and the standard of position and grade integrates the factors of
qualification, capability, professional knowledge and experience of employees, while
performance-related bonuses are associated with the completion of results and assessment
results in the corresponding year. The total amount of annual bonuses is deducted from
total amount of profit in accordance with the ratio determined by the Board. The Company
established a comprehensive benefit protection system, and the statutory benefits are paid
in accordance with the rules and standards as stipulated by the PRC government. Benefits
of the Company covered various aspects, including replenishment of medical insurance,
enterprise annuity, paid leave and medical examination.
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(llf) Training Program

The Company continues to promote and implement staff training and training system with
‘comprehensive layout, overall planning, implementation by levels and clear purposes”,
constantly improves its multi-level training system which focuses on the “ladder of training
for the growth of employees” and emphases on strengthening the development of a team
with talents. Through the combination of face-to-face teaching, live teaching and online
learning, supplemented by the digital learning platform of E-learning and its mobile terminal
as carriers, the Company creates room for learning and growth for the majority of cadres
and employees and comprehensively improves the management skills, professional skills
and professionalism of the employees to ensure the scope and depth of training coverage.

1. The Company focused on the training of senior managers on strategic awareness
and leadership, broadened their innovative idea and international view, improved
their reform management capability, strategic implementation capability, executive
management capability, business synergy capability and risk prevention capability,
and nurtured quality leaders for enterprise operation and management.

2. The Company focused on the training of middle and grass-roots managers on
management, strived to improve their knowledge and skill on operation and
management, and strived to improve team implementation capability, business
development capability as well as basic management capability.

3. The Company focused on the training of talents of outstanding young cadres by
enhancing integrated training on team management, framework thinking and problem
solving ability as well as improving their management awareness and level.

4, The Company strengthened the key training of professionals in the fields of
investment research, financial technology, internationalization, key account
managers and investment banking project management, and promoted the core
competitiveness in the professional field.
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The Company popularised vocational training and common skills training for
employees at the basic level, strengthened the promotion of values for the integration
of its financial industry culture and corporate culture, constantly strengthened the
general education of professional compliance, system procedures and information
security, and enhanced their comprehensive capability on communication and
presentation, customer service, team coordination and office operation.

The Company attached high importance to recruitment at university campuses,
and commenced a series of enrollment and trainee cultivation program to recruit
outstanding graduates and students with working and placement opportunities.
As of the end of the reporting period, the Company provided over 3,000 internship
positions for the oncampus students, and hired 796 new graduates. The Company
provided an approximately 65-hour online orientation in total for new staff members
of headquarters and branches. In addition, the Company organized concentrated
training for new entrants in headquarters and branches complying with the epidemic
prevention and control.

(IV) Information of Securities Brokers

As of the end of 2021, a total of 108 securities branches of the Company implemented the
system of securities brokers. There were a total of 463 brokers who obtained professional
brokerage qualifications as reviewed and approved by the Securities Association of China.
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SECTION 9 CORPORATE GOVERNANCE REPORT

OVERVIEW OF CORPORATE GOVERNANCE

As a public company listed in both mainland China and Hong Kong, the Company has strictly
complied with the requirements of laws and regulations and normative documents of the domestic
and overseas listing places, standardized its operation, and continuously strived to maintain
and enhance positive market image of the Company. The Company has established a solid and
comprehensive corporate governance structure comprising the general meeting, the Board, the
Supervisory Committee and the Executive Committee of the Company, and formed a complete
corporate governance system in standard operation covering consideration, resolution, mandate
and execution with clearly defined responsibilities among the organ of power, the decision-
making body, the supervision body and the operation and management.

In accordance with the provisions of laws and regulations and regulatory documents, the
Company as formulated relevant corporate governance systems, including the Articles of
Association, the Rules of Procedures for Shareholders’ General Meeting of the Company,
the Rules of Procedures or Board Meetings of the Company and the Rules of Procedures for
Supervisory Committee of the Company and Rules of Procedures for Executive Committee of
the Company. Such systems defined the scope of responsibilities and working procedures of
the general meeting, the Board, the Supervisory Committee, and the Executive Committee and
provided an institutional guarantee to the standard operation of the Company. In addition, the
Board established the Development Strategy Committee, the Risk Management Committee, the
Audit Committee and the Remuneration and Nomination Committee, and also developed rules
of procedures for these committees and clearly defined the working responsibilities, rules of
procedures and working system of each special committee to give full play to their functions.
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During the Reporting Period, the Company has strictly complied with the requirements of the
corporate governance system to ensure the legality and compliance of the convening, holding
and voting procedures of the shareholders’ general meetings, the Board of Directors and the
Supervisory Committee, ensuring timely and fair information disclosure, and guaranteeing the
truthfulness, accuracy and completeness of the information disclosed, to attach importance to
the protection of the rights and interests of investors, and strive to provide comprehensive and

effective investor relations services.

. DEALING IN SECURITIES BY DIRECTORS AND SUPERVISORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
Issuers contained in Appendix 10 to the Hong Kong Listing Rules (the “Model Code”) in respect
of the securities transactions entered into by the Directors and Supervisors. The Company has
made specific inquiries to all Directors and Supervisors on any incompliance with the Model
Code. All the Directors and Supervisors have confirmed that they have completely complied with
the provisions and standards of the Model Code during the Reporting Period and up to the date

of this annual report.
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lll. SHAREHOLDERS AND GENERAL MEETINGS
() Rights of Shareholders’ General Meetings and Shareholders

The Shareholders’ general meeting is the body exercising the authority of the Company and
shall exercise the duties and powers in accordance with the law, the Articles of Association
and the Rules of Procedures for Shareholders’ General Meeting of the Company. The
Company convened the Shareholders’ general meetings in strict compliance with the
relevant rules and procedures such that all Shareholders are treated equally and can fully
exercise their rights. During the Reporting Period, the Company convened five general
meetings to engage in dialogue with the Shareholders so as to understand their concerns,
suggestions and opinions regarding the Company’s development.
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(i) Overview of General Meetings

During the Reporting Period, the Company convened five Shareholders’ general meetings,

the details and resolutions of which are as follows:

Session

Date of

convening

Query index of the
designated website
for publishing

resolutions

Date of
disclosure for
publishing

resolutions

2021 First Extraordinary General Meeting

2021 Second Extraordinary General Meeting

2020 Annual General Meeting

2021 Third Extraordinary General Meeting

2021 Fourth Extraordinary General Meeting

CSC Financial Co., Ltd.

March 19, 2021

May 14, 2021

June 29, 2021

August 17, 2021

October 20, 2021

WWW.SSe.com.cn
www.hkexnews.hk
www.csc108.com
WWW.SSe.com.cn
www.hkexnews.hk
www.csc108.com
WWW.SSe.com.cn
www.hkexnews.hk
www.csc108.com
WWW.Sse.com.cn
www.hkexnews.hk
www.csc108.com
WWww.Sse.com.cn
www.hkexnews.hk

www.csc108.com

March 20, 2021

May 15, 2021

June 30, 2021

August 18, 2021

October 21, 2021



SECTION 9 CORPORATE GOVERNANCE REPORT (Continued)

On March 19, 2021, the Resolution on Change of the Company’s Registered Capital and
the Resolution on Amendments to the Articles of Association and Rules of Procedures
for Shareholders General Meetings were considered and approved at the 2021 first
extraordinary general meeting.

On May 14, 2021, the Resolution on Election of Mr. Po Wai Kwong as an Independent
Non-Executive Director of the Company, Resolution on Election of Mr. Lai Guanrong as
an Independent Non-Executive Director of the Company, Resolution on Establishment of
an Asset Management Subsidiary, Resolution on the Provision of Net Capital Guarantee
Commitment for the Asset Management Subsidiary, Resolution on Change of Business
Scope of the Company and Resolution on Amendments to the Articles of Association were
considered and approved at the 2021 second extraordinary general meeting.

On June 29, 2021, the Resolution on the 2020 Work Report of the Board of Directors of
the Company, the Resolution on the 2020 Work Report of the Supervisory Committee of
the Company, the Resolution on the 2020 Final Financial Accounts Plan of the Company,
the Resolution on the Profit Distribution of the Company in 2020, the Resolution on the
2020 Annual Report of the Company, the Resolution on the Election of Ms. Zhang Wei as
a Director of the Company, the Resolution on the Election of Ms. Wang Hua as a Director
of the Company, the Resolution on the Amendments to the Articles of Association of the
Company, the Resolution on the Cap on Investment Amount for Proprietary Business of the
Company in 2021, the Resolution on the Expected Daily Related Party Transactions of the
Company in 2021, and the Resolution on the Re-appointment of 2021 Accounting Firms
of the Company were considered and approved, and the Report of the Independent Non-
Executive Directors of the Company for 2020 was reviewed at the 2020 annual general
meeting.

On August 17, 2021, the Resolution on Election of Mr. Zhou Xiaoyu as a Supervisor of the
Company was considered and approved at the 2021 third extraordinary general meeting.

On October 20, 2021, the Resolution on Election of Mr. Yang Dong as a Director of the
Company was considered and approved at the 2021 fourth extraordinary general meeting.
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(i) Attendances of Shareholders’ General Meetings by Directors of the

Company
Attendances of Shareholders’
General Meetings
Name of Director Actual attendance
WANG Changgqing 5/5
YU Zhongfu 5/5
WANG Xiaolin 5/5
LI Geping 5/5
ZHANG Qin 5/5
ZHU Jia 5/5
ZHANG Wei 2/2
YANG Dong 0/0
WANG Hua 2/2
DAI Deming 5/5
BAI Jianjun 5/5
LIU Qiao 5/5
PO Wai Kwong 3/3
LAl Guanrong 3/3
WANG Hao (Resigned) 4/4
FENG Genfu 2/2

(Resigned)
ZHU Shenggin 2/2

(Resigned)
Shareholders’ general meetings convened during the year 5

Note: *“attendances” includes on-site attendance and communication attendance. “Attendances of
Shareholders’ General Meetings” shall be listed in the form of “actual attendance / required
attendance”.
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IV. BOARD AND BOARD MEETINGS
() Composition of the Board

The Company has a Board which is accountable to the Shareholders’ general meeting.
In accordance with the provisions of the Articles of Association, the Board consists of
14 members, five of whom are Independent Non-executive Directors and the number of
internal Directors in the Board shall not exceed one-half of the total number of Directors.
The Board shall have one chairman and two vice chairmen who shall be elected and
removed by more than one half of all the Directors. The Directors of the Company shall
serve a term of three years, and are eligible for re-election upon the expiration of their
term, except as otherwise provided in the relevant laws and regulations and the Articles
of Association. Mr. WANG Changging served as the Chairman of the Board. The General
Manager is Mr. LI Geping, who is responsible for overseeing the day-to-day operations of
the Group. The Company sets up the Executive Committee to exercise the functions and
powers of operation and management.

Directors are appointed at the Shareholders’ general meeting to serve a term of three years
and are eligible for re-election upon the expiration of their term. Independent Non-executive
Directors shall not hold office for more than six consecutive years. The Company confirms
that the Company has received the annual confirmation of independence from each of the
independent non-executive Directors pursuant to Rule 3.13 of the Listing Rules. Therefore,
the Company believes that each independent non-executive Director is independent as
specified in the Listing Rules. Independent non-executive Directors are able to exercise
independent and objective judgments and protect the interests of minority Shareholders.

The biographies of all Directors are set out in “Section 8 Directors, Supervisors, Senior
Management and Employees” in this annual report.
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(1)

Powers and Duties of the Board

In accordance with the Articles of Association, the Board shall exercise the following
powers and duties: (1) to convene the Shareholders’ general meetings and submit work
report to such meetings; (2) to implement the resolutions of the Shareholders’ general
meetings; (3) to decide on the operation plan and investment scheme of the Company;
(4) to determine the objectives of the Company’s compliance management, assume
responsibility for the effectiveness of compliance management of the Company and
perform the corresponding duties of compliance management; (5) to prepare the draft
annual budget and final accounts of the Company; (6) to prepare the profit distribution
plan and the loss recovery plan of the Company; (7) to prepare the plan for the Company
to increase or reduce its registered capital, issuance of corporate bonds and other
securities and listing plans; (8) to prepare plans of the Company with respect to mergers,
divisions, dissolution or changes of the form of the Company; (9) to prepare plans of the
Company with respect to material acquisitions and acquisition of the Company shares; (10)
to appoint or remove the General Manager, the Chief Compliance Officer, the Chief Risk
Officer and the Secretary of the Board nominated by the Chairman of the Board and decide
the remunerations and rewards and punishments thereof; to appoint or remove the Chief
Financial Officer, Chief Information Officer members of the Executive Committee and other
senior management members nominated by the Chairman of the Board or the General
Manager, and decide the remunerations and rewards and punishments thereof; (11) to
decide on the establishment of the internal management organizations of the Company; (12)
to determine the composition of special committees under the Board, and the chairman
(convener) of each special committee; (13) to establish a basic management system of
the Company; (14) to prepare plans to amend the Articles of Association; (15) to file an
application for bankruptcy on behalf of the Company; (16) to prepare plans of the Company
with respect to material external investments, material assets acquisition and disposal,
material guarantees and material connected transactions; (17) to consider and approve
the external investment matters that do not require approval by the Shareholders’ general
meeting as prescribed in the Articles of Association; (18) to consider and approve the assets
acquisition and disposal matters that do not require approval by the Shareholders’ general
meeting as prescribed in the Articles of Association; (19) to consider and approve the
connected transactions that should be considered and approved by the Board pursuant to
laws and regulations and the listing rules of the place where the Company shares are listed;
(20) to consider and approve the external donations by the Company which accumulatively
do not exceed RMB twenty five million (25,000,000) (inclusive) in one financial year; (21) to
decide on the Company’s external investments, acquisition and disposal of assets, pledge
of assets, external guarantees, trust management and other matters within the scope of
authorization by the Shareholders’ general meeting; (22) to decide on mergers, divisions,
establishments or revocations of domestic branches; (23) to manage the disclosure of
information by the Company; (24) to propose to the Shareholders’ general meeting with
respect to the engagement or replacement of the audit firm of the Company; (25) to receive
the work report of the General Manager of the Company and examine such work; and
(26) to guide and urge the Company to strengthen cultural construction, establish and
improve the cultural concept system that can effectively support the Company’s strategy,
and realize the integrated development of the two; (27) to exercise any other duties and
powers specified in relevant laws, administrative regulations, departmental rules, normative
documents, the listing rules of the place where the Company shares are listed or authorized
by the Articles of Association.
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(ll1) Operation of the Board

During the Reporting Period, the Board of the Company has strictly complied with the
provisions of relevant laws and regulations, the Articles of Association and the Rules of
Procedures for Board Meetings of the Company. Convening and holding procedures
and voting procedures of the Board meetings have complied with the provisions of the
Company Law and the Articles of Association, and all resolutions made are legal and valid.

As of the end of the Reporting Period, the Board of the Company comprised 14 Directors,
including Mr. WANG Changqging, Mr. YU Zhongfu, Mr. WANG Xiaolin, Mr. LI Geping,
Ms. ZHANG Qin, Ms. ZHU Jia, Ms. ZHANG Wei, Mr. YANG Dong, Ms. WANG Hua, Mr.
DAl Deming, Mr. BAI Jianjun, Mr. LIU Qiao, Mr. PO Wai Kwong and Mr. LAl Guanrong.
Among them, Mr. WANG Changging was the Chairman, Mr. YU Zhongfu and Mr. WANG
Xiaolin were the Vice Chairmen. Five of these 14 Directors, including Mr. DAI Deming, Mr.
BAI Jianjun, Mr. LIU Qiao, Mr. PO Wai Kwong and Mr. LAl Guanrong were independent
Directors. Mr. WANG Hao, resigned as non-executive Directors during the reporting period
due to adjustment of his work arrangements. Mr. FENG Genfu and Ms. ZHU Shengqin
resigned as independent non-executive Directors during the reporting period due to the
expiry of their terms of office.
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(IV) Convening of Board Meetings

In 2021, the Company convened a total of 10 Board meetings, as follows:

On January 27, 2021, the Resolution on Change of the Company’s Registered Capital,
the Resolution on Amendments to the Articles of Association and Rules of Procedures
for Shareholders General Meetings, the Resolution on Adjustments of the Organisational
Structure of the Company’s Investment Banking Business, the Resolution on Adjustments
of the Organisational Structure of the Branches of the Company, the Resolution on the
Provision for Impairment of Assets of the Company, the Resolution on Convening the 2021
Extraordinary General Meeting were considered and approved at the twenty-ninth Meeting
of the second session of the Board of Directors of the Company.

On March 31, 2021, the Resolution on the 2020 Operation Report of Operation Management
of the Company, the Resolution on the Report on the 2020 Work Report of the Board of
Directors of the Company, the Resolution on the Report on the 2020 Work Report of the
Independent Non-executive Directors of the Company, the Resolution on the Report on the
Performance of Duties by the Audit Committee of the Board of the Company for 2020, the
Resolution on the 2020 Final Financial Accounts Plan of the Company, the Resolution on
the Profit Distribution of the Company in 2020, the Resolution on the 2020 Annual Report
and Results Announcement of the Company, the Resolution on the 2020 Annual Risk
Report of the Company, the Resolution on the 2020 Compliance Report of the Company,
the Resolution on the 2020 Work Report on Anti-money Laundering of the Company, the
Resolution on 2020 Self-Assessment Report on Money Laundering and Terrorism Financing
Risk of the Company, the Resolution on Risk Management Strategy for Money Laundering
of the Company, the Resolution on the 2020 Special Report on Information Technology
of the Company, the Resolution on the 2020 Internal Control Evaluation Report of the
Company, the Resolution on the 2020 Social Responsibility cum the Environmental, Social
and Governance Report of the Company, the Resolution on the Special Report on the
Deposit and Actual Use of Raised Funds of the Company for 2020, the Resolution on the
2020 Annual Appraisal on the Chief Compliance Officer of the Company, the Resolution
on the 2021 Work Plan of the Company, the Resolution on the 2021 Financial Plan of the
Company, the Resolution on the 2021 Risk Management Polices of the Company, the
Resolution on the Cap on Investment Amount for Proprietary Business of the Company in
2021, the Resolution on the 2021 Work Plan on Anti-money Laundering of the Company,
the Resolution on the Nomination of Candidates for Independent Non-executive Directors,
the Resolution on the Increase in Capital Contribution to China Securities (International)
Finance Holding Company Limited, the Resolution on the Expected Related Party
Transactions of the Company in 2021, the Resolution on the Re-appointment of Accounting
Firm for 2021 of the Company, the Resolution on the Annual Reporting System of the
Independent Directors and the Audit Committee of the Board of Directors of the Company
and the Resolution on the Convening of the General Meeting of the Company and other
resolutions were considered and approved at the 30th Meeting of the second session of
the Board of Directors of the Company.
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On April 22, 2021, the thirty-first meeting of the second session of the Board of the
Company was convened, which considered and approved the Resolution on the 2021
First Quarterly Report of the Company, the Resolution on Establishing Asset Management
Subsidiary and Correspondingly Changing the Company’s Business Scope and Amending
the Company’s Articles of Association and other resolutions.

On May 26, 2021, the thirty-second meeting of the second session of the Board of the
Company was convened, which considered and approved the Resolution on the Company’s
14th Five-Year Plan (2021-2025), the Resolution on the Company’s 14th Five-Year Plan
for Digital Development (2021-2025), the Resolution on the Election of Directors of the
Company, the Resolution on the Addition of Members to the Specialized Committees of the
Board of Directors of the Company, the Resolution on the Management of the Company’s
Integrity Practices, the Resolution on the Amendments of the Articles of Association of
the Company and the Resolution on the Amendments of the Rules of Procedure of the
Development Strategy Committee of the Board of Directors of the Company and the Rules
of Procedure of the Executive Committee of the Company and other resolutions.

On June 8, 2021, the Resolution on the Resignation of Mr. Yuan Jianmin as a Member of the
Executive Committee of the Company and other resolutions were considered and approved
at the thirty-third meeting of the second session of the Board of Directors of the Company.

On July 22, 2021, the Resolution on Adjustment of Members of the Specialized Committees
of the Board of Directors of the Company, the Resolution on Resignation of Mr. Zhou Xiaoyu
as a Member of the Executive Committee of the Company and the Resolution on Convening
Extraordinary General Meeting of Shareholders of the Company and other resolutions were
considered and approved at the thirty-fourth meeting of the second session of the Board of
Directors of the Company.

On August 26, 2021, the Resolution on the Interim Report for 2021 (A Shares) of the
Company, the Resolution on the Interim Results Announcement and Interim Report for 2021
(H Shares) of the Company, the Resolution on the Risk Report for the First Half of 2021 of
the Company, the Resolution on the Interim Compliance Report for 20210of the Company,
the Resolution on the Special Report on the Deposit and Actual Use of Raised Funds of the
Company for the First Half of 2021, the Resolution on the Certain Acquired Equity Interest
of China Securities Funds Management Limited and the Resolution on the Establishment
of Ningbo Branch and other resolutions were considered and approved at the thirty-fifth
meeting of the second session of the Board of Directors of the Company.
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On September 6, 2021, the Resolution on the Adjustment to the Authorization for
Consideration and Approval of External Donation by the Management for 2021 was
considered and approved at the thirty-sixth meeting of the second session of the Board of
Directors of the Company.

On September 23, 2021, the Resolution on the Addition of Director of the Company, the
Resolution on the Amendments to the Rules of Procedure of the Executive Committee of
the Company and the Resolution on the Convening of an Extraordinary General Meeting
of the Company and other resolutions were considered and approved at the thirty-seventh
meeting of the second session of the Board of Directors of the Company.

On October 28, 2021, the Resolution on the Third Quarterly Report of the Company for 2021
and the Resolution on the Adjustment of Members of the Specialized Committees of the
Board of Directors of the Company and other resolutions were considered and approved at
the thirty-eighth meeting of the second session of the Board of Directors of the Company.
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(V) Attendances of Board Meetings by Directors

Attendances of Board Meeting

Scheduled Whether the
attendance Board Director failed
Whether at Board Meetings fo attend two
Independent meetings Attendance consecutive
Non-executive held for  Attendance bywayof  Attendance meetings in
Name of Director ~ Director or not the year in person  telecommunication by proxy Absence  person or no
WANG Changging  No 10 10 3 0 0 No
YU Zhongfu No 10 10 8 0 0 No
WANG Xiaolin No 10 10 2 0 0 No
LI Geping No 10 10 3 0 0 No
ZHANG Qin No 10 10 10 0 0 No
ZHU Jia No 10 10 5 0 0 No
ZHANG Wei No 5 5 3 0 0 No
YANG Dong No 1 1 0 0 0 No
WANG Hua No 5 5 4 0 0 No
DAI Deming Yes 10 10 10 0 0 No
BAI Jianjun Yes 10 10 9 0 0 No
LIU Qiao Yes 10 10 10 0 0 No
Po Wai Kwong Yes 7 7 7 0 0 No
LAl Guanrong Yes 7 7 6 0 0 No
Wang Hao
(Resigned) No 8 7 5 1 0 No
FENG Genfu
(Resigned) Yes 2 2 2 0 0 No
ZHU Shenggin
(Resigned) Yes 2 2 2 0 0 No
Board meetings convened during the year 10
Including: on-site meetings 8
Meetings convened by way of telecommunication 2
On-site meetings with telecommunication 8
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(V1) Training of Directors and Supervisors

The Company constantly followed up the training demands of each Director and Supervisor
and assisted them in receiving continuous training and understanding the requirement
of relevant laws and regulations and regulatory rules by fully leveraging the training
platforms of regulatory authorities and self-regulatory organizations. In 2021, each of the
Directors and Supervisors of the Company have received the training, including but not
limited to the interpretation of laws and regulations and policies such as new regulations
on delisting of listed companies in the Amendment (XI) to the Criminal Law, and mergers
and acquisitions and restructuring of listed companies, training on the responsibility of
directors and supervisors and clean practices, analysis of experience in investor relations
management of outstanding listed companies, analysis of key issues in the preparation,
audit and disclosure of annual reports of listed companies, etc. Moreover, they have also
received the training of obligations and responsibility of the Directors and Supervisors,
disclosable transactions in relation to compliance operation of H-share listed companies.
During the Reporting Period, the training of Directors and Supervisors of the Company met
the requirements of regulatory authorities and Stock Exchanges.
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During the Reporting Period and up to the date of this report, the record of continuous
professional development training relating to duties as well as regulatory and business
development that have been received by the Directors is summarized as follows:

Directors Type of training

(note)

Executive Directors
Mr. WANG Changging A/B
Mr. LI Geping A/B

Non-executive Directors

Mr. YU Zhongfu A/B
Mr. WANG Xiaolin A/B
Ms. ZHANG Qin A/B
Ms. ZHU Jia A/B
Ms. ZHANG Wei A/B
Mr. YANG Dong A/B
Ms. WANG Hua A/B

Independent Non-Executive Directors

Mr. DAl Deming A/B

Mr. BAI Jianjun A/B

Mr. LIU Qiao A/B

Mr. PO Wai Kwong A/B

Mr. LAl Guanrong A/B
Note:

Types of Training

A: Attending training sessions, including but not limited to regulatory training, seminars, conference
and workshops.

B: Reading relevant newsletter, newspapers, periodicals, magazines and relevant publications.
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(VIl) Board Diversity Policy

The Remuneration and Nomination Committee has adopted a board diversity policy
concerning the diversity of Board members (the “Board Diversity Policy”) pursuant to
paragraph A.5.6 of the Corporate Governance Code. The Company regards the increasing
of diversity at the Board level as an essential element in supporting the attainment of its
strategic objectives and sustainable development. In designing the composition of the
Board, diversity has been considered from a number of aspects, including but not limited
to gender, age, cultural and educational background, professional experience and other
factors. All appointments of the Board will be based on merits, and candidates will be
considered against objective criteria, having due regard for the benefits of diversity on
the Board. Selection of candidates will be based on a range of diversity perspectives, the
ultimate decision will be based on merit and contribution that the selected candidates
can make to the Board. The composition of the Board will be disclosed in the Corporate
Governance Report annually.
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(VIlIl) Directors Nomination Policy

Article 140 of the Articles of Association specifies the methods and procedures to nominate
Directors: (1) the candidates for Directors may be nominated by the Board of Directors
based on the number of Directors to be elected subject to the number specified by the
Articles of Association; (2) shareholder(s) individually or jointly holding three per cent (3%)
or more of the shares of the Company may nominate the candidates for Directors, but the
number of persons nominated shall comply with the provisions of the Articles of Association
and shall not exceed the number of persons to be elected; (3) before the convening of
general meeting of the Company, candidates for Directors shall make written commitments
stating their acceptance of the nomination, confirming that the information of candidates for
Directors is true and complete, and undertaking to faithfully perform the duties of Directors
if elected; (4) the written notices of the intention to nominate a candidate for election as
a Director and the acceptance of nomination by such candidate, shall be given to the
Company no less than seven (7) days prior to the date of convening the general meeting;
(5) the period given by the Company to relevant nominators and nominees to submit the
aforesaid notices and documents (which period shall commence from the day following the
date of despatch of the notice of general meeting) shall be no less than seven (7) days.
Also, Article 141 of the Articles of Association specifies: Independent Directors refer to
the Directors who do not hold any other positions in the Company (other than as a Director
of the Company), and are not related to the Company and its shareholders in a way that
may hinder their independent and objective judgment, and comply with the independent
requirements under the listing rules of the place where the Company shares are listed.
The Company’s Board of Directors shall include Independent Directors. There shall be no
less than three (3) Independent Directors and they shall constitute no less than one-third
(1/3) of the Board of Directors. At least one Independent Director shall possess the
appropriate professional qualifications or have appropriate accounting or related financial
management expertise and one Independent Director shall reside in Hong Kong. Apart
from the qualifications and obligations of Directors provided in the relevant provisions in
Section 1 of Chapter 6 of the Articles of Association, an Independent Director shall also
meet the following requirements: shall have five (5) years or more of experience in the
work of securities, finance, law or accounting; shall have a university diploma at or above
the undergraduate level, and a bachelor’'s degree or higher degree; shall have the time
and capacity necessary for the performance of his/her duties as an Independent Director;
shall have the basic knowledge of the operation of a financial institution and be familiar
with the relevant laws and regulations and rules, and with a good reputation; shall meet the
independence requirements provided in the relevant provisions required by the Securities
Regulatory Authorities of the State Council and the securities regulatory rules of the place
where the Company’s shares are listed.
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The Remuneration and Nomination Committee will consider the following factors when
evaluating candidates for Director: including but not limited to personal reputation;
achievements and experience in the financial services industry, especially the securities
industry; time available; diversity in all aspects of the Board, including but not limited
to regulatory requirements, gender, age, cultural and educational background, work
experience, professional experience and years of service.

V. BOARD COMMITTEES UNDER THE BOARD OF THE COMPANY
() Development Strategy Committee
1. Duties of the Committee

The Development Strategy Committee is responsible for researching and forecasting
the Company’s long-term development strategy and establishing the Company’s
development strategy plans. As of the end of the reporting period, the Development
Strategy Committee comprises eight Directors, namely Mr. WANG Changqing, Mr.
YU Zhongfu, Mr. WANG Xiaolin, Mr. LI Geping, Ms. ZHU Jia, Mr. YANG Dong, Ms.
WANG Hua and Mr. LAl Guanrong. Mr. WANG Changgqing is the current Chairman of
the Development Strategy Committee.

As specified in the Articles of Association, the primary duties of the Development
Strategy Committee include, but are not limited to, the following: (1) understanding
and mastering the overall operations of the Company; (2) understanding, analyzing
and mastering the current conditions of international and domestic markets; (3)
understanding and mastering relevant policies of the State; (4) understanding
the cultural construction of the Company, evaluating the operation status of the
Company’s cultural concept and strategy integration development mechanism,
and improving the compatibility between the Company’s culture and development
strategy; (5) studying the short, medium and long-term development strategies of the
Company or the relevant issues; (6) providing consultancy advice on the Company’s
major decisions on long-term development strategy and major investments, reform
etc.; (7) reviewing and approving research reports on development strategies; (8)
issuing routine research reports regularly or from time to time; and (9) performing
such other duties determined by the Board and required by the listing rules or
regulatory requirement of the place where the Shares of the Company are listed.
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2.

Work Summaries and Meetings of the Committee
During the Reporting Period, the Development Strategy Committee has convened
five meetings. Details of the meeting of the Development Strategy Committee are set

out below:

Date of meeting Subject Matters

March 30, 2021 Considered the Resolution on the 2020 Operation Management
Report by the Management of the Company, the Resolution on
the 2021 Work Plan of the Company, the Resolution on the 2021
Financial Plan of the Company and the Resolution on the Capital
Increase to China Securities (International) Finance Holding
Company Limited

April 13, 2021 Considered the Resolution on Establishing Asset Management
Subsidiary and Correspondingly Changing the Company’s
Business Scope, and listened to the Report on the Company’s
14th Five-Year Plan

May 25, 2021 Considered the Resolution on the Company’s “14th Five-Year”
Development Plan (2021-2025) and the Resolution on the
Company’s “14th Five-Year” Digital Development Plan (2021-
2025)

July 27, 2021 Listened to the report on the business network planning of the
Company, implemented the Company’s “14th Five-Year” plan,
and researched and discussed the development plan of the
Company’s business network

August 26, 2021 Considered the Resolution on the Certain Acquired Equity

Interest of China Securities Funds Management Limited and the
Resolution on the Establishment of Ningbo Branch
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3. Attendance of Meetings of the Development Strategy Committee

Actual
attendance/
Scheduled
Name Position in the Board and the Committee attendance
WANG Chairman, Executive Director and 5/5
Changging Chairman of the Development Strategy
Committee
YU Zhongfu Vice Chairman, Non-executive Director 5/5
and Member of the Development
Strategy Committee
WANG Xiaolin Vice Chairman, Non-executive Director 0/0
and Member of the Development
Strategy Committee
LI Geping Executive Director and Member of the 5/5
Development Strategy Committee
ZHU Jia Non-executive Director and Member of 5/5
the Development Strategy Committee
YANG Dong Non-executive Director and Member of 0/0
the Development Strategy Committee
WANG Hua Non-executive Director and Member of 2/2
the Development Strategy Committee
LAl Guanrong Independent Non-executive Director and 2/2
Member of the Development Strategy
Committee
WANG Hao Non-executive Director and Member of 5/5
(resigned) the Development Strategy Committee
FENG Genfu Independent Non-executive Director and 2/2
(resigned) Member of the Development Strategy
Committee
ZHANG Wei Non-executive Director and Member of 2/2
(resigned) the Development Strategy Committee

Note. WANG Xiaolin and YANG Dong, being Directors, have served as members of the
Development Strategy Committee of the Board since 28 October 2021.
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(1) Risk Management Committee
1. Duties of the Committee

The Risk Management Committee shall be mainly responsible to monitor the overall
risk management of the Company and control such risks within reasonable limits,
so as to ensure that the Company may implement effective risk management plans
with respect to various risks in the business related activities of the Company. As of
the end of the reporting period, the Risk Management Committee comprises seven
Directors, namely Ms. ZHANG Wei, Mr. LI Geping, Ms. ZHANG Qin, Mr. YANG Dong,
Ms. WANG Hua, Mr. BAI Jianjun and Mr. LIU Qiao. Ms. ZHANG Wei is the current
Chairman of the Risk Management Committee.

As specified in the Articles of Association, the primary duties of the Risk Management
Committee are as follows: (1) to review and advise on the general objectives and
basic policies of compliance management and risk management; (2) to determine
strategic structures and resources for the risk management of the Company, and
to ensure that they are compatible with the internal risk management policies of the
Company; (3) to review and advise on the establishment and duties of the institution
for compliance management and risk management; (4) to evaluate the risks relating
to major decisions to be considered and approved by the Board and the solutions for
such major risks, and to provide advice in this regard; (5) to define the limits of major
risks; (6) to supervise, examine and make recommendation to the Board on relevant
risk management policies; (7) to review and approve the compliance reports and
risk evaluation reports required to be considered and approved by the Board, and
providing advice in this regard; and (8) other duties to be determined by the Board
of Directors and other duties required by the listing rules or regulatory requirements
of the places where the Company’s shares are listed.
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2. Work Summaries and Meetings of the Committee

During the Reporting Period, the Risk Management Committee has convened three
meetings. Details of the meetings are set out below:

Date of meeting Subject matters

March 30, 2021 Considered the Resolution on the 2020 Risk Report of
the Company, the Resolution on the 2020 Compliance
Report of the Company, the Resolution on the Anti-
money Laundering Report of the Company for 2020, the
Resolution on the 2020 Money Laundering and Terrorism
Financing Risk Self-Assessment Report of the Company,
the Resolution on the Money Laundering Risk Management
Polices of the Company, the Resolution on the 2020
Internal Control Evaluation Report of the Company, the
Resolution on the 2021 Risk Management Polices of
the Company, the Resolution on the Cap on Investment
Amount for Proprietary Business of the Company in 2021
and the Resolution on the Anti-money Laundering Plan of
the Company for 2021

August 24, 2021 Considered the resolution on the Risk Report of the
Company for the First Half of 2021 and the Resolution
on the 2021 Interim Compliance Report of the Company,
and listened to the Anti-money Laundering Report of the
Company for the First Half of 2021

September 22, 2021  Reviewed the Report on the Special Audit of the Anti-
money Laundering of the Company
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3. Attendance of Meetings of the Risk Management Committee

Actual
attendance/
Position in the Board Scheduled
Name and the Committee attendance
ZHANG Wei Non-executive Director and Chairman of the Risk
Management Committee 0/0
LI Geping Executive Director and Member of the Risk
Management Committee 3/3
ZHANG Qin Non-executive Director and Member of the Risk
Management Committee 3/3
YANG Dong Non-executive Director and Member of the Risk
Management Committee 0/0
WANG Hua Non-executive Director and Member of the Risk
Management Committee 2/2
BAI Jianjun Independent Non-executive Director and Member
of the Risk Management Committee 3/3
LIU Qiao Independent Non-executive Director and Member
of the Risk Management Committee 3/3
WANG Hao Non-executive Director and Member of the Risk
(resigned) Management Committee 3/3
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(1l1) Audit Committee

Duties of the Committee

The Audit Committee is responsible for the compliance control of the operating
management and investment business of the Company and the review and
supervision of the internal auditing works and results of the Company. As at the end
of the reporting period, the Audit Committee comprises five Directors, namely Mr.
DAI Deming, Mr. WANG Xiaolin, Ms. ZHANG Qin, Mr. PO Wai Kwong and Mr. LAI
Guanrong. Mr. DAI Deming currently serves as the Chairman of the Audit Committee.

As specified in the Articles of Association, the primary duties of the Audit Committee
are as follows: (1) to supervise the annual audit and make judgment on the
truthfulness, accuracy and completeness of the audited information contained in the
financial reports before submitting the reports to the Board; (2) to propose to engage
or dismiss the external auditor of the Company, and to supervise the practice of
external auditors; (3) to supervise the internal audit system and its implementation; (4)
to be responsible for the communications between the internal audit and the external
audit; (5) to review and approve the financial information of the Company and its
disclosure; (6) to examine the internal control system of the Company; and (7) other
duties determined by the Board of Directors and other duties required by the listing
rules or regulatory requirements of the places where the Company’s shares are
listed.

CSC Financial Co., Ltd.



SECTION 9 CORPORATE GOVERNANCE REPORT (Continued)

2.

Work Summaries and Meetings of the Committee

During the Reporting Period, the Audit Committee has convened five meetings.
Details of the meetings are set out below:

Date of meeting

Subject matters

January 26, 2021

March 29, 2021

April 21, 2021

August 25, 2021

October 27, 2021

Considered the Resolution on the Provision for Asset
Impairment of the Company

Listened to the report about the 2020 annual review scheme
and primary review of the Company; considered the Resolution
on the Financial Accounts for 2020 of the Company, the
Resolution on the Annual Report and Results Announcement
for 2020 of the Company, the Resolution on the Internal Control
Evaluation Report for 2020 of the Company, the Resolution on
the Internal Audit Work for 2020 and Work Plan for 2021 of the
Company, the Resolution on the Performance of Duties of Audit
Committee of the Board of Directors of the Company for 2020,
the Resolution on the Work System of the Annual Report of the
Audit Committee of the Board of Directors of the Company, the
Resolution on the Estimation of Daily Connected Transactions
of the Company in 2021 and the Resolution on the Renewal of
the Appointment of the Company’s Accounting Firm for 2021

Considered the Resolution on the 2021 First Quarterly Report of
the Company

Considered the Resolution on the 2021 Interim Report (A
Shares) of the Company and the Resolution on the 2021 Interim
Results Announcement and Interim Report (H Shares) of the
Company; listened to the report by external audit agency on
the review of the 2021 Interim Financial Report of the Company

Considered the Resolution on the 2021 Third Quarterly Report
of the Company
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3. Attendance of Meetings of the Audit Committee

Actual
attendance/
Scheduled
Name Position in the Board and the Committee attendance
DAI Deming Independent Non-executive Director and 5/5
Chairman of the Audit Committee
WANG Xiaolin Vice Chairman, Non-executive Director and 5/5
Member of the Audit Committee
ZHANG Qin Non-executive Director and Member of the 5/5
Audit Committee
PO Wai Kwong  Independent Non-executive Director and 2/2
Member of the Audit Committee
LAl Guanrong Independent Non-executive Director and 2/2
Member of the Audit Committee
FENG Genfu Independent Non-executive Director and 3/3
(resigned) Member of the Audit Committee
ZHU Shenggqin Independent Non-executive Director and 3/3
(resigned) Member of the Audit Committee
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(IV) Remuneration and Nomination Committee

1.

Duties of the Committee

The Remuneration and Nomination Committee is mainly responsible for formulation
of the appraisal standards of the Company’s Directors and the senior management,
as well as conducting appraisal; formulation and examination of remuneration
policy and proposal for the Directors and the senior management (including but
not limited to performance evaluation standards, procedures and major evaluation
systems, major programs and systems of incentives and penalties); researching the
selection standard of Directors and the senior management and making suggestions
of the candidates. As at the end of the reporting period, the Remuneration and
Nomination Committee comprises seven Directors, namely Mr. BAl Jianjun, Mr.
WANG Changging, Mr. YU Zhongfu, Ms. ZHANG Wei, Mr. DAI Deming, Mr. LIU Qiao
and Mr. PO Wai Kwong. Mr. BAI Jianjun currently serves as the Chairman of the
Remuneration and Nomination Committee.

As specified in the Articles of Association, the primary duties of the Remuneration
and Nomination Committee are as follows: (1) to formulate and implement a
performance evaluation system responsive to the changing market conditions,
competitive remuneration package and the incentive measures for awards and
punishments related to operating results, in accordance with the features of the
financial and securities industry, the respective scope, responsibilities, significance
of the Directors and senior management and remuneration levels of similar
positions in other relevant enterprises; (2) to assess the fulfillment of duties of the
Directors and senior management of the Company and to appraise their annual
performance;(3) to review and advise on the appraisal and remuneration system
for the Directors and senior management; (4) to monitor the implementation of
the remuneration system for the Directors and senior management; (5) to review
and advise on the election standards and procedures of the Directors and senior
management; to search for eligible candidates for Directors and senior management;
to review and provide opinions on the qualification criteria of candidates for Directors
and senior management; and (6) other duties determined by the Board of Directors
and other duties required by the listing rules or regulatory requirements of the places
where the Company’s shares are listed.
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2. Work Summaries and Meetings of the Committee
During the Reporting Period, the Remuneration and Nomination Committee
has convened three meetings. Details of the meeting of the Remuneration and

Nomination Committee are set out below:

Date of meeting Subject matters

March 29, 2021 Considered the Resolution on the Nomination of Candidates for
Independent Directors of the Company and the Resolution on the
Appraisal of Chief Compliance Officer of the Company in 2020

May 26, 2021 Considered the Resolution on the Election of the Directors of
the Company and the Resolution on the 2020 Annual Bonus of

Management Team of the Company

September 22, Considered the Resolution on Additional Appointment of
2021 Directors of the Company
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3. Attendance of Meetings of the Remuneration and Nomination Committee

Actual

attendance/

Scheduled

Name Position in the Board and the Committee attendance

BAI Jianjun Independent Non-executive Director and Chairman 3/3
of Remuneration and Nomination Committee

WANG Changging Chairman, Executive Director and Member of 3/3
Remuneration and Nomination Committee

YU Zhongfu Vice Chairman, Non-executive Director and Member 3/3

of Remuneration and Nomination Committee
ZHANG Wei Non-executive Director and Member of 1/1
Remuneration and Nomination Committee

DAI Deming Independent Non-executive Director and Member of 3/3
Remuneration and Nomination Committee

LIU Qiao Independent Non-executive Director and Member of 3/3
Remuneration and Nomination Committee

PO Wai Kwong Independent Non-executive Director and Member of 11
Remuneration and Nomination Committee

WANG Xiaolin Vice Chairman, Non-executive Director and Member 2/2

(served) of Remuneration and Nomination Committee

ZHU Shenggqin Independent Non-executive Director and Member of 11

(resigned) Remuneration and Nomination Committee
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VL.

SUPERVISORS AND THE SUPERVISORY COMMITTEE

U]

(1)

Formation of the Supervisory Committee

The Company sets up a Supervisory Committee that is responsible to the Shareholders’
general meetings. In accordance with the Articles of Association, the Supervisory
Committee consists of six Supervisors, four of which are Shareholder Representative
Supervisors and two of which are Employee Representative Supervisors; the Supervisory
Committee is chaired by the chairman of the Supervisory Committee. The Supervisors serve
a term of three years and are eligible for re-election upon the expiration of their terms.

As of the end of the Reporting Period, the Supervisory Committee of the Company
consisted of 5 Supervisors, Mr. ZHOU Xiaoyu, Ms. Al Bo, Ms. ZHAO Lijun, Ms. LIN Xuan,
and Mr. ZHAO Ming, among whom Ms. LIN Xuan and Mr. ZHAO Ming were employee
Supervisors. The one Supervisor of the Company temporarily left vacant will perform
relevant nomination and election procedures separately.

Powers and Duties of the Supervisory Committee

In accordance with the provisions of the Articles of Association, the Supervisory Committee
shall exercise the following duties and powers: (1) the regular reports of the Company
prepared by the Board shall be reviewed and written review opinions shall be put forward;
(2) to review the financial position of the Company; (3) supervising the Directors and
senior management in their performance of duties and proposing the dismissal of Directors
and senior management who contravenes laws, administrative regulations, the Articles
of Association or Shareholders’ resolutions; (4) demanding any Director and senior
management who acts in a manner which is prejudicial to the interests of the Company
to rectify such behavior, and report to the Shareholders’ general meeting or relevant
competent authorities of the State when necessary; (5) to propose the convening of an
extraordinary general meeting, and to convene and preside over the general meeting
when the Board fails to perform such duties as specified by the Company Law; (6) to put
forward proposals to the Shareholders’ general meetings; (7) to attend the Board meetings,
and put forward queries or suggestions regarding resolutions at Board Meetings; (8)
to arrange exit audit on senior management members; (9) to initiate litigations against
Directors and senior management members in accordance with provisions of the Company
Law; (10) to review financial information such as financial reports, business reports, and
profit distribution plans as proposed by the Board to the general meetings, and to engage
certified public accountants and practicing auditors in the name of the Company to assist
with further examination if there are any queries; (11) to conduct investigation in case of
any abnormality found in the operation of the Company; and if necessary, to retain at the
expense of the Company such agencies as certified accounting firm and law firm to assist
its work; (12) other duties and powers conferred by the laws, administrative regulations,
departmental rules, normative documents, listing rules of the place where the Company is
listed and Articles of Association.
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()

(v)

Operation of the Supervisory Committee

During the Reporting Period, the Supervisory Committee of the Company operated in strict
compliance with the provisions of relevant laws and regulations and regulatory documents,
the Articles of Association and the Rules of Procedures for Supervisory Committee.
Convening and holding procedures as well as voting procedures of Supervisory Committee
meetings complied with the provisions of the Company Law and the Articles of Association,
and resolutions made were legal and valid.

Meetings of the Supervisory Committee

In 2021, the Supervisory Committee of the Company convened seven meetings, the details
of which are as follows:

On January 27, 2021, the 13th meeting of the second session of the Supervisory Committee
of the Company was convened, which considered and approved the Resolution on the
Provision for Impairment of Assets of the Company.

On March 31, 2021, the 14th meeting of the second session of the Supervisory Committee
of the Company was convened, which considered and approved the Resolution on the
2020 Work Report of the Supervisory Committee of the Company, the Resolution on the
2020 Work Report and 2021 Working Plans of Internal Auditing of the Company, the
Resolution on the Final Accounts of the Company in 2020, the Resolution on the Profit
Distribution of the Company in 2020, the Resolution on the 2020 Annual Report and Results
Announcement of the Company, the Resolution on the 2020 Risk Report of the Company,
the Resolution the 2020 Compliance Report of the Company, the Resolution on the Work
Report on the Anti-Money Laundering of the Company in 2020, the Resolution on the Report
of Self-Assessment of Money Laundering and Terrorism Financing Risks of the Company in
2020, the Resolution of Risk Management Strategy for Money Laundering of the Company,
the Resolution on the 2020 Internal Control Evaluation Report of the Company, the Resolution
on the 2020 Social Responsibility cum the Environmental, Social and Governance Report
of the Company, the Resolution on the Special Report on the Deposit and Actual Use of
Raised Funds of the Company for 2020, the Resolution on the Anti-Money Laundering Plan
of the Company for 2021 and the Resolution on the Expected Related Party Transactions of
the Company in 2021.
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On April 22, 2021, the 15th meeting of the second session of the Supervisory Committee
of the Company was convened, which considered and approved the Resolution on the
2020 Interim Report (A Shares) of the Company, the Resolution on the 2020 Interim Results
Announcement and Interim Report (H Shares) of the Company, and the Resolution on the
Risk Report of the Company for the First Half of 2020.

On July 22, 2021, the 16th meeting of the second session of the Supervisory Committee
of the Company was convened, which considered and approved the Resolution on the
Additional Appointment of Directors of the Company.

On August 17, 2021, the17th meeting of the second session of the Supervisory Committee
of the Company was convened, which considered and approved the Resolution on the
Election of the Chairman of the Supervisory Committee of the Company.

On August 26, 2021, the 18th meeting of the second session of the Supervisory Committee
of the Company was convened, which considered and approved the Resolution on the
2021 Interim Report (A Shares) of the Company, the Resolution on the 2021 Interim Results
Announcement and Interim Report (H Shares) of the Company, the Resolution on the
Risk Report of the Company for the First Half of 2021, the Resolution on the 2021 Interim
Compliance Report of the Company, the Resolution on the Special Report on the Deposit
and Actual Use of Raised Funds of the Company for the First Half of 2021, and listened to
the Work Report on the Anti-Money Laundering of the Company for the First Half of 2021.

On 28 October 2021, the 19th meeting of the second session of the Supervisory Committee
of the Company was convened, which considered and approved the Resolution on the
2021 Third Quarterly Report of the Company.
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(V) Attendance of Meetings of the Supervisory Committee by Supervisors

Number Attendance Attendance

Name of meetings in person by proxy Absence
ZHOU Xiaoyu 3 3 0 0
Al Bo 7 7 0 0
ZHAO Lijun 7 7 0 0
LIN Xuan 7 7 0 0
ZHAO Ming 7 7 0 0

VIl. COMPANY SECRETARIES

Mr. WANG Guangxue, the secretary to the Board and a joint company secretary of the Company,
is responsible for making recommendations and proposals to the Board on issues related to
corporate governance, and ensuring that Board policies and procedures as well as applicable
laws, rules and regulations are strictly followed.

In order to maintain sound corporate governance and to ensure compliance with the Listing Rules
and applicable Hong Kong laws, the Company also appointed Ms. WONG Wai Ling of SWCS
Corporate Services Group (Hong Kong) Limited, as the Company’s joint company secretary,
to assist Mr. WANG Guangxue in discharging the duties of a company secretary. Mr. WANG
Guangxue has attended necessary trainings on, including laws and regulations of the place
where the shares of the Company are listed, the Listing Rules, director and Board secretaries’
duties, rules on information disclosure, rules on connected transactions, notifiable transactions,
equity management of securities companies, directors’ and supervisors’ securities dealings,
disclosure of interests, market misconduct and the implementation of relevant internal policies.
Meanwhile, Mr. WANG Guangxue has participated in and passed the relevant training and
examination for the secretary to the Board organized by the Shanghai Stock Exchange, and
obtained the qualification for the secretary to the Board.

Both Mr. WANG Guangxue and Ms. WONG Wai Ling have confirmed that they received not less
than 15 hours of relevant professional training during the year ended 31 December 2021.
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Vill. INVESTOR RELATIONS

The Company emphasizes the importance of protecting the interest of investors and endeavors
to provide comprehensive and effective investor relations services. The Company has actively
performed the duties of a listed company. The Company established an investor relations service
and management system, formed an investor relations service team led by the secretary to
the Board, set up a hotline and mail box for investor relations services and created an investor
relations sector on the official website of the Company, to ensure the true, effective and timely

communication of corporate information to investors.

The Company was visited by domestic and overseas institutional investors and analysts,
remained in close communication with investors to address their concerns through various
channels including teleconferences, video conferences and e-mails, and convened online results
debriefing upon the disclosure of regular report to help investors better understand the latest
developments in the market, securities industry as well as the strategies and operations of the

Company, subject to the relevant regulatory requirements for information disclosure.

IX. COMMUNICATION WITH SHAREHOLDERS

The Shareholders’ general meeting is the body exercising the authority of the Company,
Shareholders shall exercise the duties and powers in accordance with the laws and regulations,
the Articles of Association and the Rules of Procedures for the Shareholders’ General Meeting of

the Company.

The rights of the Shareholders are clearly specified in the Articles of Association. The Company
convened the Shareholders’ general meetings in strict compliance with the relevant rules and
procedures such that all Shareholders, especially minority shareholders, are treated equally and
can fully exercise their legitimate rights. Shareholders may propose to convene an extraordinary
general meeting or Shareholders’ class meeting or put forward proposals pursuant to the
Articles of Association. Shareholder(s) that hold, individually or collectively, ten percent (10%)
or more of the Shares in the Company shall have the right to request in writing the Board to hold
an extraordinary general meeting or Shareholders’ class meeting. The Board, the Supervisory
Committee and Shareholder(s) that hold, individually or collectively, three percent (3%) or more of
the Shares in the Company shall have the right to propose motions to the Company at the general
meeting. The Shareholders may attend and vote at general meetings in person or by proxy. The

Articles of Association is set out on the websites of the Company, SSE and the HKEXx.
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A resolution on amendments to the Articles of Association was proposed for the approval of
the Shareholders at the 2020 annual general meeting held on June 29, 2021, details of which
were set out in the Company’s circular dated May 31, 2021. The latest version of the Articles of
Association is set out on the websites of the Company, SSE and the HKEX.

The resolutions of the meeting and the legal opinions of the general meeting issued by the
legal adviser of the Company are set out on the websites of the Company, the Shanghai Stock
Exchange and the Hong Kong Stock Exchange on the day of each general meeting, which are
available to shareholders for inspection.

The Shareholders’ general meeting provides opportunities for communications between the
Company and its Shareholders. Shareholders are encouraged to attend general meetings in
person, or if they fail to attend such meetings, appoint proxies to attend and vote at the meetings
for and on their behalf. The Company highly values the opinions, suggestions and concerns of
the Shareholders and has assigned dedicated persons to proactively and ethically carry out
various types of investor relation activities to keep in contact with Shareholders and timely meet
their reasonable demands.

The Company’s website (www.csc108.com) provides Shareholders with corporate information,
such as major business activities and the latest development of the Group, the Group’s
corporate governance, the structure and functions of the Board and each of the committees of
the Company. To serve as a channel promoting effective communication with Shareholders, the
Company also publishes announcements, circulars, notices of general meeting, financial data
and other information of the Company required to be disclosed under the Listing Rules from time
to time through the “Investor Relations” section on the Company’s website. Shareholders are
encouraged to make enquiries by phone, by email or write directly to the office address of the
Company, which will be dealt with appropriately in a timely manner. Please refer to the “Section 2
Company Information” section of this annual report for the contact details.

The Company welcomes all Shareholders to attend the Shareholders’ general meetings and
makes appropriate arrangement for general meetings to encourage Shareholders’ participation.
The Company’s Directors, Supervisors and senior management will attend the Shareholders’
general meetings. In accordance with paragraph E.1.2 of the Corporate Governance Code,
the Chairman of the Board and chairmen of the Development Strategy Committee, the Risk
Management Committee, the Audit Committee and the Remuneration and Nomination Committee
under the Board shall be available to answer questions at the annual general meeting and
shall also ensure that the external auditors will attend the annual general meeting to answer the
relevant questions raised by Shareholders.
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The Company shall arrange the Board to answer questions raised by Shareholders during the
2021 Shareholders’ general meeting. Detailed procedures of voting and resolutions to be voted

by way of poll will be contained in the circular to be dispatched to the Shareholders.

X. PROCEDURES FOR PROCESSING AND RELEASING INSIDE

INFORMATION

With approval from the Board and pursuant to the requirements of domestic and overseas laws
and regulations, Listing Rules and Articles of Association, as well as the actual conditions of
the Company, the “Policy on Information Disclosure Management of CSC Financial Co., Ltd.”
has been formulated by the Company to determine the division of duties and responsibilities on
information disclosure, the procedures for processing and releasing inside information and other
information required to be disclosed. Pursuant to this policy, the Company must, as soon as
reasonably practicable after any inside information has come to its knowledge or a false market

may be formed, disclose such information to the public.

During the Reporting Period, the Company has truthfully, accurately, legally and timely disclosed
information strictly in compliance with the requirements of domestic and overseas laws and
regulations, Listing Rules, Articles of Association and the Policy on Information Disclosure
Management of the Company without any false statements, misleading statements or material
omissions, to ensure investors will be able to receive the disclosed information in a fair, timely

and effective manner.

Xl. RISK MANAGEMENT, COMPLIANCE MANAGEMENT AND

INTERNAL CONTROL

() Risk Management

For the objectives and policies of risk management of the Company, please refer to the
“Section 4 Management Discussion and Analysis — Xll. Risk Management” of this annual

report.

The Board confirms its responsibility for the risk management and internal control systems
and reviews the effectiveness of such systems. Such systems are designed to manage
rather than eliminate the risk of failure to achieve business objectives, and can only provide

reasonable and not absolute assurance against material misstatement or loss.
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(1)

Compliance Management

The Company has established a four-level compliance management structural system
comprising the Board, Chief Compliance Officer, Legal and Compliance Department
and the persons in charge of compliance management across business departments,
branches and subsidiaries at all levels. The compliance management system with the Chief
Compliance Officer as the core is independent from the operations management system of
the Company, and has the right to independently issue compliance reports.

The Board of the Company determines the objectives of compliance management
and is responsible for the effectiveness of compliance management of the Company;
the operating management is responsible for implementing the targets of compliance
management and is responsible for compliance operation of the Company; all departments,
all branches and all subsidiaries at all levels are responsible for implementing the targets
of compliance management of the entity and are responsible for compliance operation of
the entity.

The Chief Compliance Officer, a senior management personnel of the Company, is in
charge of the Company’s compliance management, directly accountable to the Board, and
responsible for reviewing, supervising and examining the compliance of the operations,
management and business activities carried out by the Company and its employees.

The Company established the Legal and Compliance Department as a specific department
of compliance management under the leadership of the Chief Compliance Officer, and
independently carried out the compliance management work of the Company. The main
responsibilities of the Legal and Compliance Department are to assist the Chief Compliance
Officer in formulating and amending the compliance management system of the Company
and facilitate its implementation; to provide compliance suggestions, compliance
consultation, compliance training, and to guide the staff of the Company to accurately
understand the laws and regulations and rules; to provide compliance advice on review
of new products and new businesses of the Company to identify and evaluate compliance
risks; to conduct compliance inspection, compliance accountability and compliance
report, and rationalize and evaluate the compliance of the system and procedures of the
Company; to conduct compliance monitoring in terms of suspicious transactions and
employees’ behaviors, and to be responsible for specific compliance management such
as anti-money laundering, management of compliance personnel, information isolation and
conflicts of interests; to initiate and facilitate compliance cultural construction, and cultivate
the compliance awareness of all staff.
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The Company has appointed compliance management personnel conforming to regulatory
requirements in all business departments and all branches. The compliance management
personnel are responsible for daily monitoring, inspection, management and training in
relation to compliance in the entities. The full time and part-time compliance management
personnel are under the leadership of the Legal and Compliance Department in
accordance with regulatory requirements.

The compliance management of subsidiaries at all levels have been integrated into the
unified system by the Company. The Company has specified compliance management
matters of the subsidiaries subject to reporting to the Company and conducted reviews
on the compliance management system of subsidiaries, supervised and inspected the
compliance of behaviors of subsidiaries’ management to ensure that the compliance
management of the subsidiaries was in compliance with the requirements of the Company.

(1) Internal Control

1. Self-evaluation of Internal Control

The internal control evaluation of the Company was carried out in accordance with
the Basic Norms of Internal Control for Enterprises and the provisions of supporting
guidelines and other internal control regulatory requirements and was implemented
by the Board of Directors. The process of internal control evaluation also made
reference to the system requirements, such as the Guidance for the Internal Control
of Securities Firms published by the CSRC, the Guidelines for the Internal Control of
Listed Companies published by Shanghai Stock Exchange, Rules for the Compilation
and Reporting of Information Disclosure by Companies Offering Securities to the
Public No. 21 — General Requirements for Annual Internal Control Evaluation Report
and corporate governance rules in Hong Kong. For details, please refer to the 2021
Evaluation Report of Internal Control of CSC Financial Co., Ltd.

2. Internal Auditing

During the Reporting Period, the Audit Department, as required by the Supervisory
Committee of the Company and based on the completion of auditing items required
in regulatory documents, has focused on business risks, prevented violations and
corrupt conducts, and has improved the level of internal control and independently
performed the responsibility of auditing and supervision.
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During the Reporting Period, the Audit Department implemented a total of 173
audit projects. Among these projects, 30 were audit projects for headquarters, 4
were audit projects for subsidiaries and 139 were audit projects for branches, the
details of which are as follows: Departments involved in the business audit projects
included: Business Committee of Investment Banking Management, Brokerage
Business Management Committee, Fixed Income Department, Asset Management
Department, Custodian Department and IT Department. The scale of effectiveness
evaluation of compliance management and self-evaluation audit projects of internal
control include each department and subsidiary of the Company. The subsidiaries
audited involved China Futures, China Capital Management and China Securities
(International). 139 audits for branches, including seven mandatory audits on
resignation for person-in-charge of branch offices, 9 audits on resignation for person-
in-charge of branch office, 64 audits on mandatory leave of person-in-charge of
business departments and 59 audits on resignation for person-in-charge of business
departments.

Through the abovementioned audits, the Audit Department examined and evaluated
the integrity and effectiveness of the compliance management, risk management and
internal control of audited units, and revealed the existing major risks, which played
a proactive role in promoting the improvement of awareness of risk prevention and
risk management level, providing management suggestions and other aspects in all
departments, subsidiaries and branches of the Company.
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(IV) Specific Explanations on Independent Directors’ Statement of
Aggregate and Current External Guarantees and Implementation of
Relevant Regulations of the Company

The independent Directors of the Company, after having made the understanding and
verification of the Company’s guarantees as of 31 December 2021, have confirmed that the
Company did not provide guarantees for legal persons or other organizations other than
the subsidiaries of the Company during the Reporting Period.

The independent Directors are of the view that the Company abides by laws and
regulations, regulatory rules and the Articles of Association in relation to guarantees,
strictly performs the decision-making procedures and information disclosure obligations,
control on guarantee risk, with no evidence of any regulatory violations, no evidence
beyond the authorization of the general meeting, no evidence of harming the legitimate
rights and interests of the Company and its shareholders. For the specific explanations and
independent opinions issued by the independent directors of the Company please refer
to the publicly disclosed Specific Explanations and Independent Opinions of Independent
Directors on the Guarantees of CSC Financial Co. Ltd..

XIl. APPOINTMENT OF AUDITORS

Please refer to the “Appointment or Termination of Auditors” of this annual report for information
about the appointment of auditors.

The Directors are responsible for the preparation of the accounts, and the auditors are
responsible for the issuance of audit opinions on the financial statements based on their audit
work.

() Non-audit Work

During the Reporting Period, the Company engaged PricewaterhouseCoopers network
members to conduct non-audit work, please refer to Note 10 to the consolidated financial
statements of this annual report for the charge.

(Il) Basis for Establishment of Internal Control System of Financial Report

During the Reporting Period, the Company continued to comply with the requirements
under the Basic Norms of Internal Control for Enterprises and its ancillary guidelines,
Guidance for the Internal Control of Securities Firms and other laws and regulations and
rules, as well as the actual situation of the Company, further establishing a sound internal
control system of financial report.
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During the Reporting Period, the Company strictly complied with the requirements under
the Company Law, Accounting Law, Accounting Standards for Business Enterprises,
Standardization of Basic Work of Accounting, Basic Norms of Internal Control for
Enterprises and other relevant laws and regulations, as well as the characteristics of the
industry and the actual condition of the Company, so as to formulate, revise or improve the
financial and accounting management systems and other internal control systems of the
Company, such as the Regulations on Marketing Expenses Management ({(&5& B & 12
1&H1)), the Administrative Measures for Operating Expenses in the Headquarters ({4235 %
¥EHEEYPDL)), the Administrative Measures for Operating Expenses in Branches ({%
THEEEBRREIEIE)) and the Rules of Procedure of the Capital Expenditure Review
Committee ((EARMS HEZZ B E%E/HA))). The Company sets up a scientific financial
and accounting organization structure, engages qualified financial and accounting
professionals, uses stricter standardized financial and accounting management system,
implements proper accounting policies and reasonable accounting estimates, in order
to ensure the financial reports prepared by the Company comply with the requirements
of accounting standards, and can reflect the financial position, operating results,
cash flow and other information of the Company truthfully, accurately and completely.
The Supervisory Committee of the Company and external auditors conduct effective
examination and supervision over the finance of the Company, and provide professional
audit opinions on the financial reports of the Company pursuant to the Articles of Association
and the relevant regulations.

During the Reporting Period, since the internal control system relating to the Company’s
financial report was integrated and operated smoothly, the quality of the financial report
can be safeguarded and the reliability of the financial information can be assured. During
the Reporting Period, there is no material defect in the internal control system relating to
the financial report, and the information set out in the Company’s annual financial report
are true, accurate and complete.
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SECTION 10 ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

CSC is committed to its mission of “bringing together talents, serving customers, creating value and
contributing to the society.” While maintaining robust operations and creating economic value for
shareholders and investors, the Company also attaches great importance to managing ESG risks and
opportunities of environmental, social and corporate governance (hereinafter referred to as “ESG”) and
fulfills its social responsibility in all aspects.

This section is to introduce the specific measures, key practices, highlight cases and key performance
of CSC in the aspects of actively undertaking social responsibility and effectively managing ESG risks
and opportunities in 2021. This section should be read in conjunction with the section of Corporate
Governance Report in 2021 annual report of CSC, so as to have a comprehensive understanding of
the Company. Meanwhile, for the relevant details of this section, please refer to the independent 2021
Social Responsibility and ESG report of CSC Financial Co., Ltd. prepared by the Company.

Unless otherwise specified, the monetary amounts involved in this chapter are expressed in RMB.
1. ESG MANAGEMENT

The Company has elevated ESG governance to an important position in corporate governance,
and has gradually established an ESG governance structure with clear responsibilities,
coordination and checks and balances among decision-making, supervisory and management
levels. In November 2021, the Company established the ESG Committee of the Executive
Committee, which is responsible for reviewing, managing and supervising the Company’s ESG-
related matters and implementation, actively integrating ESG factors into corporate governance
and business strategies, and further improving the ESG governance standards of the Company.

Organizational Structure of e The chairman of the ESG Committee shall be the chairman
ESG Committee of the Board and the vice chairman shall be the general
manager; the permanent members include the heads of
each division or administrator of the Company office, human
resources department, risk management department and
legal and compliance department; other members include
the administrator or authorized representative of the
investment banking committee, the economic management
committee, the trading department, the derivatives trading
department, the fixed income department, the asset
management department and the general management
department.
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Duties of the ESG o Formulate and review the Company’s ESG-related work
Committee plans, policies and disclosure documents, and supervise the
implementation of the Company’s ESG affairs.

o Identify ESG risks and opportunities that have a significant
impact on the Company’s development, and assist the
management to take appropriate measures against ESG
risks and opportunities.

o Study the Company’s ESG management and development
issues and issue special reports from time to time.

Working Mechanism of o Regular meetings shall be held at least once a year; the
the ESG Committee extraordinary meeting shall be convened upon proposal by
the Company office and approval by the chairman of the

committee according to work requirements.

o Matters considered and voted on by the ESG Committee
shall be approved by more than two-thirds of the members
present at the meeting. The chairman of the Committee shall
have a veto right over the matters considered and voted on.
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In 2021, based on its own business strategy and industry characteristics, combined with
ESG policies, standards, and megatrends, the Company benchmarked the peer reports,
combined with the opinion of investors, ESG rating agencies and third-party teams to identify 18
material issues closely related to the fulfillment of the Company’s social responsibility and the
management of ESG risks and opportunities.

Matrix of Material Issues of CSC

siopjoyayels o} asuepodw)

Importance to CSC
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Materiality Matrix of CSR Material Issues of CSC

Issue level

Number Material Issues

Relevant aspects of the ESG
Reporting Guidelines of
the Hong Kong Stock Exchange

Core Issues

Material Issues

General issues

w

~N OO o~

10
11

12
13

14
15

16
17
18

Serving national strategic
development

Optimizing customer service

Business ethics and prevention
of financial crime

Promoting Inclusive Finance

Risk management

Compliance operation

Information security and
privacy protection

Sustainable investment and
financing

Investor education and
protection

Responsible marketing

Rural revitalization and public
welfare

Digital transformation

Human capital development

Corporate governance
Responding to climate change

Diversity and inclusion
Supply chain management
Green operations

B6 Product responsibility
B7 Anti-corruption

B6 Product responsibility
B6 Product responsibility

A3 Environment and natural
resources, A4 climate change
B6 Product responsibility

B6 Product responsibility
B8 Community investment

B1 Employment, B2 Health and
safety, B3 Development and
training

Mandatory disclosure — governance

A3 Environment and natural
resources, A4 Climate change

B1 Employment

B5 Supply chain management

A1 Emissions, A2 Use of resources,
A4 Climate change
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SECTION 10 ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (Continued)

ENVIRONMENT

CSC has been complying with important laws and regulations and policies such as the
Resource Conservation Law of the People’s Republic of China({#F#E A R X FRETLEIRE)), the
Environmental Protection Law of the People’s Republic of China ((fF I A R EFIEIRIBREL)),
the Prevention and Control of Water Pollution Law of the People’s Republic of China ((FhFFE AR
HFBKIT52R5367K)), the Prevention and Control of Air Pollution Law of the People’s Republic of
China ({FRE AR MBI KR IF2E55475)) and the Prevention and Control of Solid Waste Pollution
Law of the People’s Republic of China ({4 % A R H B El§8RE )5 2 01)8)%)), actively promoted
the Company’s green development, strived to improve the efficiency of energy and resources
utilization, reduced the environmental impact of business activities, and built a long-term
mechanism for environmental protection.

2.1 Emissions

In terms of emissions management, the Company strictly implements the Interim Provisions
on the Management of Business Vehicles ({AHEERE/THE)) and keeps a file for
each vehicle, which records detailed information such as the mileage, use of fuel, and
inspection dates; checks vehicle maintenance regularly and has vehicles with excessive
emissions scrapped in time to ensure that the exhaust emission standards meet the
requirements of national regulations; records and counts the fuel consumption of vehicles
on time and identifies causes in the event of unusually high fuel consumption to avoid more
waste of resources.

In terms of waste management, the hazardous wastes in the course of the Company’s
daily office operation mainly include waste toner cartridge, ink cartridge, waste lead-acid
batteries, etc.. The non-hazardous waste mainly includes office waste and waste electronic
devices. The office waste is handled by the office building property management company;
the waste electronic devices and hazardous waste are recycled and disposed of by the
recyclers.
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Indicators Unit 2021
Total GHG emissions 24 tCO2e 4,620.23
Total direct (Scope 1) GHG emissions tCO2e 371.10
Intensity of direct (Scope 1) GHG tCO2e/m? 0.004
emissions
Total indirect (Scope 2) GHG emissions tCO2e 4,249.13
Intensity of indirect (Scope 2) GHG tCO2e/m? 0.05
emissions
Total waste tonnes 331.26
Total non-hazardous waste tonnes 233.20
Total hazardous waste tonnes 98.06
NOx emissions * tonnes 0.04
CO emissions * tonnes 0.77
HC emissions * tonnes 0.09
Particulate matter * tonnes 0.01

Use of Resources

In terms of management of energy utilization, the Company continues to improve the energy
consumption monitoring system, improve the refined standard of energy management,
and adopt targeted energy-saving measures. The Company’s energy consumption mainly
occurs in three areas: fuel consumption by the Company-owned business vehicles, daily
electricity consumption at the workplace, and electricity consumption at the data centers.
In response, the Company continues to improve the energy consumption monitoring system
to further refine energy management and takes targeted measures to improve energy
efficiency.
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In terms of energy conservation in data centers, the two leased data centers of the
Company located in Beijing have implemented energy-saving technologies such as
centralized cooling of high-pressure coolers, variable frequency centrifugal water cooling
units, air flow optimization of cold channels, single shelf high power, thermal backplane
air conditioning, and ground source heat pump heating in accordance with the operation
mode of “energy-saving transformation + energy-saving operation and maintenance”. In
2021, the average daily PUE value of the data center was 1.5, saving more than 10 million
kWH of electricity and reducing carbon dioxide emissions by approximately 10,000 tonnes.

Indicators Unit 2021 2020

Direct energy consumption
Gasoline consumption liters 118,026.64 135,358.22
Natural gas consumption m?® 24,372 25,372.00

Indirect energy consumption
Purchased electricity consumption ~ kWH 7,277,157.61 7,286,198.66

In terms of water resources management, the Company manages to avoid waste of drinking
water due to expiration by limiting the amount of bottled drinking water in a single purchase
and reduce the amount of tap water used by installing automatic sensor faucets in public

areas.
Indicators Unit 2021 2020
Total water consumption ® tonnes 23,041.80 31,768.75
Intensity of water consumption tonnes/m? 0.27 0.37
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2.3

The Environment and Natural Resources

In terms of paper use management, the Company makes a major push to use the All-in-
one Counter system, realizing electronic signature for both on-site and witness account
opening at the securities branches and thus significantly reducing the use of paper. During
the year, the OA system of the Company further promoted the online approval process; The
all-in-one counter system was fully put into operation in all branches across the country,
covering 99% of account business and achieving paperless review, electronic signature
of counter business and off-site witness business of branches; the Company advocated
paperless office and encouraged employees to use emails or circulate documents to
reduce paper copying.

In terms of waste classification management, the Company has put together a waste
sorting management team, ordered the signing of a waste sorting pledge by relevant units,
posted posters in public areas, and arranged for personnel in the canteen to guide and
assist in the sorting of kitchen waste. Meanwhile, the Company educates the employees on
waste sorting concepts and practices to maximize their involvement. All of the Company’s
office waste is collected, transported, and treated through municipal services.

In the future, the Company will continue to conduct low-carbon operations and gradually
expand the scope of environmental data collection. Based on a full grasp of its
performance in energy and resource consumption, the Company will learn from the best
practices of domestic and international peers and take active measures to reduce energy
and water use and lower carbon emissions and waste production, thereby promoting green
operations and minimizing its environmental footprint.

[ndicators Unit 2021 2020 2019

Volume of packaging material used ®  tonnes 1.7 1.8 0.36
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Notes:

Unless otherwise specified, the scope of 2021 environmental information involved in the operation
of the Company in this report includes the headquarters and 30 branches of CSC, China Securities
Funds Management Limited, China Futures Co., Ltd., China Capital Management Limited, China
Securities (International) Finance Holding Company Limited and China Securities Investment Limited.

Given its business characteristics, the Company’s main sources of GHG emissions are purchased
electricity and natural gas, as well as fuel consumption from self-owned business vehicles. The
GHG emissions are reported in tonnes of CO2 equivalents (tCO2e). In terms of emission factors, the
Company calculated mainly based on the national grid average emission factor of 0.5839t CO,/MWh
as set out in the Guidelines for Accounting and Reporting Greenhouse Gas Emissions of Enterprises
Power Generation Facilities (2021 Revision) issued by the Ministry of Ecology and Environment of the
PRC.

Volume of packaging material used refers to the weight of items such as envelopes and paper bags.
The statistical scope of volume of packaging material used is the headquarters.

The main source of the air pollutants of the Company is the exhaust emissions of its own official
vehicles. The emissions of four major air pollutants, namely nitrogen oxides (NOXx), carbon monoxide
(CO), hydrocarbons (HC), and particulate matter (including PM2.5 and PM10), are disclosed in this
report. Sulfur dioxide emissions are not disclosed as they are less than 0.01 tonnes. The calculation
of air pollutants has been mainly based on the Technical Guidelines for the Compilation of
Atmospheric Pollutant Emission Inventory of Road Motor Vehicles (GBS E KR 5 RAMBHE E R
HIH AT ¥ )) released by the Ministry of Environmental Protection of the People’s Republic of China.

The Company calculates its water use in three areas, namely municipal water supply (tap water),
5-gallon bottled water (drinking water), and single-serve bottled water (drinking water). The Company
actively implements water-saving practices, and its daily water use has not caused significant
environmental impact on the communities where it operates.
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2.4

Tackling Climate Change

Focusing on the national strategic objectives and the direction of global sustainable
development, CSC actively conducts climate-related research, identifies the impact of
climate risks and opportunities on finance, and promotes the implementation of action
strategies to address climate change. The Company integrates climate risk management
into the its risk management, regularly carries out the identification of short, medium and
long-term risks and opportunities, defines the sources and scale of climate-related risks,
and analyzes and resolves the risks and opportunities brought by climate change.

The Company is committed to empowering the low-carbon transformation of the global
economy. According to the disclosure framework and suggestions recommended by
the Task Force on Climate-Related Financial Disclosures (TCFD), the Company actively
conducts research and study on governance, strategy, risk management, indicators and
goals, and establishes the Company’s climate-related risk management framework.

Governance ° The Board of Directors of the Company formulates climate
strategies and supervises the management of climate-
related issues, reviews the Company’s social responsibility
and ESG report annually, and implements ESG-related Board
resolutions including “climate change” issues.

o The ESG Committee under the Executive Committee of the
Company is chaired by the chairman of the Board to carry
out ESG-related work, including formulating the Company’s
climate-related work plan, reviewing climate-related
policies and disclosure documents, identifying climate-
related risks and opportunities that have a significant impact
on the Company’s development, and taking appropriate
countermeasures.

Strategy ° The Company attaches great importance to climate-related
risks and their impact on the financial business, strategy and
finance. Based on the development of the financial industry,
the Company identifies the major risks and opportunities it
faces in climate, and takes measures to prevent and respond
to the transformation and physical risks caused by climate
change.

Annual Report 2021

241




242

SECTION 10 ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (Continued)

3.

Risk management o According to the TCFD framework, the Company gradually
incorporates climate-related risks and opportunities into
its risk management system. The Company integrates ESG
concepts into the risk management process of its business,
and considers climate and environmental factors in business
processes such as access, due diligence, investment
decision-making, credit extension and concentration

management.
Performance and ° The Company discloses the development of sustainable
targets finance-related business in its annual social responsibility and

ESG report, and analyzes relevant indicators such as water
resources, energy and greenhouse gas emissions.

SOCIETY

3.1

Employment and Labour standards

CSC adheres to the people-oriented principle and regards talents as the core resources of
the enterprise. Focusing on safeguarding the legitimate rights and interests of employees,
the Company strives to create a working environment of “working conscientiously and
living happily” to achieve a win-win situation where employees’ well-being and corporate
development are in parallel.

The Company strictly abides by the Labor Law of the People’s Republic of China, the
Universal Declaration of Human Rights, the United Nations Guiding Principles on Business
and Human Rights, the Convention on Equal Pay for Equal Work, the Convention on
Minimum Employment Age, the Convention on Prohibition of Child Labor, the Convention
on Discrimination in Employment and Occupation and other relevant laws and regulations
and international standards. The Company has formulated the Recruitment Management
Measures and other internal rules and regulations, which clearly stipulate the recruitment,
employment, remuneration, benefits, promotion, dismissal, working hours management,
equal opportunities, diversity, anti-discrimination, employee benefits and other aspects, to
realize the mutual growth of employees and enterprise.

CSC strictly follows the required process and regulations for recruitment. The Company
endorses mutual respect, fairness, and justness during recruitment, treats all candidates
equally, and prohibits discrimination based on gender, race, religion, etc. as it seeks top-
performing talents who share the company’s philosophy and meet the needs for future
development. The Company firmly prohibits the employment of child labor and involuntary
employment, and strengthened the regulation of working hours to prevent illegal labor.
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In 2021, there were zero major violations of laws or regulations about human resources
management at the Company.

Indicators Unit 2021 2020
Total number of employees - 11,778 9,994
Number of male employees - 6,807 5,757
Number of female employees - 4,971 4,237
Number of employees aged under 30 - 4,369 3,528
Number of employees aged 30-50 - 6,839 5,966
Number of employees aged above 50 - 570 500
Number of employees in mainland China® - 11,572 9,821
Number of employees in Hong Kong, Macao,
Taiwan and overseas® - 206 173
Number of ethnic minority employees * - 527 447
Employee turnover rate % 9.49 9.78
Male employee turnover rate % 10.06 10.87
Female employee turnover rate % 8.69 8.31
Turnover rate of employees aged 30 and under % 12.51 13.90
Turnover rate of employees aged 31-50 % 7.25 7.62
Turnover rate of employees aged above 50 % 13.50 -
Turnover rate of employees in mainland China® % 9.13 9.34
Turnover rate of employees in Hong Kong,
Macao, Taiwan and overseas ° % 25.36 27.91
Notes:
1. In 2021, the Company included outsourced personnel in the statistical category of employee-

related statistical indicators, and adjusted the statistics of the total number of employees and their
composition, the number of new employees in the year and their composition.

2. The statistical scope of this indicator is the Company’s labor contract employees. It refers to the
Company’s employees working in Chinese mainland.

3. Refers to the Company’s employees working in Hong Kong, Macao, Taiwan and overseas.
4. The statistical scope of this indicator only covers the employees of the Company’s headquarters.
58 The statistical scope of this indicator is contract employees of the Company.
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3.2 Health and Safety

The Company respects its employees, safeguards their legal rights and interests, and
attaches importance to their health and safety. The Company encourages employees to
maintain a good work-life balance and fosters a positive and motivating work culture so
that everyone can enjoy a productive and happy life.

In terms of strengthening safety management, the Company complies with Labor Law of
the People’'s Republic of China ((FFZE AR *LMEILE))%)), Regulation on Work-related
Injury Insurances ((T{5RE1%71)), Fire Law of the People’s Republic of China ({FF# A
REMEEE)) and Internal Public Security Regulations of Enterprises and Institutions
((EEEBEMAIALIREED)) and carries out the safety management work. For the
purpose of better implementing safety management work, the Company strengthened
safety trainings to new employees, to ensure full coverage of accountable safety work. At
the same time, the Company attaches great importance to safety work, and has promoted
the development of physical protection, technical protection and fire protection, enhanced
accountability system and normalized safety inspection work.

In terms of improving healthcare, the Company always puts the health of employees in
the first place, purchases supplementary health insurance for employees on the basis of
the contribution on social insurance for employees in compliance with law, and provides
annual free physical check-up for all employees, including a special semi-annual physical
examination for female employees over the age of 35. At the same time, the Company
attaches great importance to the popularization of medical knowledge for employees,
and regularly holds health training lectures for employees, covering traditional Chinese
medicine, female health, infant health, disease prevention for the middle-aged and elderly,
mental well being, and self-rescue during emergencies, etc., which helps employees
acquire scientific knowledge and develop better work and life habits.

In terms of employee care, the Company optimized employee benefits. In addition
to the statutory holiday greetings, we also express our greeting of the staff birthday,
festivals, marriage, childbirth, serious iliness and hospitalization, death, and retirement.
The Company provides cool condolences to employees in summer, golden autumn
condolences to children of employees in difficulties in autumn, and warm condolences to
employees in difficulties during the New Year’s Day and Spring Festival.
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Indicators Unit 2021 2020
Number of work-related fatalities - 0
Percentage of work-related fatalities % 0
Working days lost due to injury - 125

Percentage of employees covered by labor
union/collective agreements % 100 100

3.3 Development and Training

The Company is committed to building a positive and aggressive working environment,
continuously improving a multi-level talent training system centered on the “ladder
of training for the growth of employees”, and providing employees with rich learning
resources through diversified methods such as course training, special training and
temporary exchange to promote talent growth in multiple dimensions.

On the basis of career path planning and professional training for employees, the
Company has established a fair, open and equitable examination mechanism based on
the core values of “recognition for achievement, ability and status”. The Company has
formulated the Administrative Measures for Positions and Ranks of the Headquarters,
striving to create a clear and complete employee promotion system to ensure fair and
just competition opportunities for employees; We have implemented policies such as
the Administrative Measures for Remuneration of the Headquarters and Administrative
Measures for Performance to continuously provide fair career development opportunities
for outstanding employees. Following the principle of equal pay for equal work,
performance was divided into four levels: company performance, department (branch)
performance, team performance and employee performance. The Company regularly
reviewed the reasonableness of the salary policy, encouraged the sustainable development
of employees to achieve the common development of the Company and employees.
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Indicators Unit 2021 2020
Number of training programs conducted - 537 172
Total amount of annual training investment ‘0000 1,131 729.8
Percentage of employees trained % 90 86.5
Percentage of male employees trained % 90.2 87
Percentage of female employees trained % 89.7 85
Percentage of senior managers trained % 100 100
Percentage of mid-level managers trained % 86.5 80
Percentage of non-management
employees trained % 93.5 87.1
Average training hours completed per
employee - 45.2 47
Average training hours completed
per male employees - 44.8 46.9
Average training hours completed
per female employees - 46.6 47.3
Average training hours completed
per senior manager - 40 42
Average training hours completed
per mid-level manager - 40.6 41.4
Average training hours completed
per non-management employee - 49.2 48.5
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3.4 Supply Chain Management

The Company has formulated the Administrative Measures for Procurement, the Guidelines
for Headquarters Procurement Implementation Process (Information Technology), the
Guidelines for Headquarters Procurement Implementation Process(Non-Information
Technology), the Headquarters Supplier Management Measures (Provisional) and other
documents, which clearly stipulate the overall principles of supplier management, as well
as the work requirements for access, grading, selection, annual post-evaluation, exit and
other aspects, fully integrate ESG concepts into the entire procurement process, promote
suppliers to improve environmental and social performance, and strictly implement various
procurement systems to ensure compliance, fairness and transparency of procurement.

For all newly introduced suppliers, the Company requires them to sign the Letter of
Undertaking of Qualified Suppliers, and undertake to comply with international and
domestic laws and regulations in relation to environmental protection, carry out various
production activities on the premise of not damaging the environment or minimizing
environmental damage, and urge them to pay attention to energy saving, carbon reduction
and the use of renewable energy. Suppliers are also required to take the initiative to
adopt responsible practice to promote environmentally friendly technologies, reduce
various kinds of pollution such as air, water, sound and light brought about by corporate
production and operation, and take proactive attitude towards existing pollution, control the
spread of pollution and disclose information to the community in a timely manner to accept
public supervision from the society. Meanwhile, the Company also focused on inspecting
the social and environmental risks of suppliers to ensure that they are free from dishonesty,
bribery, tax evasion, arrears of salary, etc., and reviewed the qualification certification of
suppliers in environmental protection, energy efficiency performance and green products.

In 2021, there was zero major violations of environmental or social regulations by CSC

suppliers.
Indicators Unit 2021 2020
Number of suppliers - 465 515
Number of suppliers in mainland China - 460 510
Number of suppliers in Hong Kong,

Macao, Taiwan and overseas - 5 8
Coverage of supplier audit % 100 100
Coverage of Qualified Supplier Pledge

for newly introduced suppliers % 100 100
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3.5

Product Responsibility and Privacy Protection

In terms of product and service management, following the principle of “timely acceptance,
proper handling, efficient feedback and effective improvement”, the Company has
established a complaint handling system with complete functions such as acceptance,
distribution, circulation, handling, tracking, supervision, return visit, evaluation and filing.
The Company has formulated the Administrative Measures for Customer Complaints ({&
FEFEEML)) and the Implementation Rules for Handling of Customer Complaints
in Securities Brokerage Business ((EL 2B EFRFEEEHEMAI)) to regulate the
handling of customer complaints and improve the quality of customer service. The
Company has maintained a smooth customer complaint channel, and customers can make
complaints through telephone complaints, written complaints, on-site complaints and
petition complaints. In principle, the business department is required to settle all types of
complaints distributed by the headquarters within 3 days.

In terms of intellectual property protection, the Company attaches great importance to
the maintenance and protection of intellectual property rights, and strictly complied with
relevant laws and regulations, including the Trademark Law of the People’s Republic of
China ({(FR#E AR LMBEIFIZL)), the Copyright Law of the People’s Republic of China (/&
= A RAMEZ1EHEL)) and Regulations on Protection of Computer Software (A2
F(&H1)). The Company also formulated rules and regulations on intellectual property rights

e aran

such as the Trademark Management (EIREE#HH)A)) and the Measures on New Media
Management (RS E IR #E5)) to regulate the use and protection of the “CSC” trademark
and management of the copyright ownership of the content of new media platforms to

ensure the business of the Company is legal and compliant.

In terms of information security and privacy protection, the Company attached great
importance to information security and customer privacy protection, so as to strictly comply
with relevant laws and regulations, including the Regulations of the People’s Republic of
China for Safety Protection of Computer Information System ((F#EAREMBEIEN R
Z 2 REMEDI)), Measures on the Administration of Client Identity Identification and Client
ID Information and Transaction Recording of Financial Institutions({& B EEF & 1745
MEPEMERNER ZFLHREEIEIL)), and established a sound information security
and privacy protection mechanism. The Information Technology Governance Committee (IT
Governance Committee) was established by the Executive Committee of the Company as
the highest agency responsible for the information security work of the Company.

CSC Financial Co., Ltd.
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The Company formulated the Management System of Data Governance ((EIEE T E IR
#/Z)) to regulate data types, confidentiality levels, backup, utilization, and modification;
formulated the Protection Management System of Personal Information (({EA &R EE
BHIE)), Administrative Measures on Information Confidentiality for Branch Customer ({5
THEZFENRZEIEIE)) and Privacy Policy ({BEFLEIE)) to regulate the collection,
storage, transmission, utilization, sharing, transfer, and deletion of customers’ personal
information. The Company also formulated an access control strategy with minimum
authorization for employees to fully protect the security of customers’ personal information
and prevent the leakage of customers’ personal information.

In 2021, the Company found no customer information and privacy leaks.

Indicators Unit 2021 2020 2019

Number of service-related

complaints - 83 203 390
Number of product-related

complaints - 0 0 0
Complaint resolution rate % 100 100 100
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3.6 Anti-money Laundering and Anti-corruption

The Company has strictly complied with relevant laws and regulations, including the
Securities Law, the Securities Investment Fund Law ((FF5#RE & 47%)) Law on Anti-money
Laundering ({=%8%)), Measures on Supervision and Administration of Anti-Money
Laundering by Financial Institutions (Trial) ({(& B#E R LB EEEE L (B17))) and
Several Provisions on Honest Business Conduct for Leaders of State-owned Enterprises ({E
BREBBABRIZINESTHT)), formulated the systems including Measures for Internal
Control of Anti-money Laundering and Anti-terrorist Financing ({88 F s 2o gl & 7 36
= H|$#%)), Provisions on Honest Business of Employees ({T{EABBEZMEEMET)), so as
to establish and improve the Company’s internal control system for anti-money laundering,
and comprehensively identify, evaluate and monitor money laundering risks in related
businesses. The Company attaches great importance to the cultivation of the professional
ability of anti money laundering staff. In the whole year, the Company organized more
than 1,400 anti-money laundering business trainings, participated in nearly 300 external
trainings, and the total number of participants in internal and external trainings exceeds
30,000 employees.

The Company has formulated the Administrative Measures for the Reporting of Violation
Behavior (CERITALRREIEH L)) to encourage employees to report suspected
violations of laws and regulations, company rules and regulations, professional ethics or
suspicious behaviors, and fully protect the personal information of the whistle-blowers. The
disclosure of the name, unit and address of the whistle-blowers is strictly prohibited without
permission. The Company requires that no department, institution or individual shall crack
down on and retaliate against the whistle-blower with any cause, and the violator shall be
treated in accordance with the relevant penalties.

The Company has strengthened the identification and control of integrity risks, established
an integrity risk management mechanism, conducted scientific and systematic integrity risk
assessments, identified integrity risk points, strengthened position checks and balances
and internal supervision mechanisms to ensure effective operation. The Company has
strengthened the construction of integrity culture, and promoted anti-corruption and
integrity publicity and education through special training on integrity, visiting education
bases, inspecting integrity knowledge, and signing integrity commitments. During the
year, the Company carried out training on business ethics, employee code of conduct and
other topics, with a total of 146 training activities on compliance and code of conduct. A
total of 10,207 employees participated in training and education on integrity, effectively
strengthening the awareness of employees to abide by laws and regulations and to
practice integrity.
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In 2021, there were zero major violations or legal cases regarding corruption or fraud at the
Company.

Indicators Unit 2021 2020

Number of concluded legal cases regarding
corrupt practices brought against the

Company or employees - 0 0
Number of employee compliance and 